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Forewora

Dear readers,

We have several good reasons to look back on the past year with satisfaction. Our annual result proves that
economic condifions on our markets have improved and our sirategic measures are already showing significant,
positive results. Alongside various other initiatives described in this report, we also emphasize the relevance of
the issue of sustainability in our business operations through our membership of the United Nations Global
Compact. We have been a member of the world's largest network for corporate responsibility since 2010.

This report has once again been produced on the basis of the internationally recognized “GRI G4" guidelines of
the Global Reporting Initiative on sustainability reporting. The report’s motto “Strength through diversity” was
chosen because we are convinced that diversity in the company produces better long-term decisions.

The merger between RZB AG and RBI AG, completed on 18 March 2017 with its entry in the Commercial
Register, means that the 2016 Sustainability Report is being published on behalf of the RZB Group for the last
time. The merged company - like RBI AG before it - operates under the name of Raiffeisen Bank International
AG. The 2017 Sustainability Report will therefore be published under the name of the RBI Group.

The merger between RZB AG and RBI AG has further simplified the group structure. The previously specialized
subsidiaries of RZB AG - Raiffeisen Bausparkasse, Raiffeisen Kapitalanlage-Gesellschaft, Raiffeisen-Leasing,
Raiffeisen Factor Bank, Raiffeisen VWohnbaubank and Valida Vorsorge Management - became subsidiaries of
RBI AG as a result of the merger. The RZB Group's pre-tax profits improved by 14 percentin 2016, to € 843
million, and the consolidated result by 7 percent, to € 253 million. The RBI Group's pre-tax profits increased by
almost 25 percent on the previous year to € 886 million, and the consolidated result by 22 percent, to € 463
million. The specialized subsidiaries - following the deduction of minority groups - made a significant confribution
to the RZB Group's consolidated result of around € 68 million.

We have significantly increased our capital buffer and improved our risk profile in recent years. Once again,
we are able to devote all our resources to improving our business model and customer relationships. Selective
growth is in our sights again, especially in the Czech Republic, Slovakia and Romania, and we continue fo
anticipate a reassuring economic failwind in our growth targets.

The RZB Group has an environmental and social management system in place in nine network banks and a
corresponding environmental and social policy which defines the principles of the Bank's environmental and
social risk management. These are based on the standards of the International Finance Corporation and/or the
Muliilateral Investment Guarantee Agency. Moreover, RBI AG is a member of the International Capital Market
Associafion's “Green Bond Principles’, which promote the transparency and infegrity of the rapidly growing
Green Bond market by sfipulating a standardized issuing process.

The "Digital Regional Bank” program launched by RZB AG last year on behalf of the Raiffeisen Banking Group
is developing very well. This year, an important milestone, the “Personal Finance Portal”, goes online. Starfing in
the autumn, each domestic Raiffeisen Bank branch will be able to provide customers with online product deals

using video authenfication.

We are proud of the first Human Capacity to be published on behalf of the Raiffeisen Banking Group af the end
of 2016. The report supplies scientifically analyzed key figures which show that we are making an aboveaverage
confribution to economic growth and productivity with investments in the fraining and development of our employees.
Ultimately, the training-based performance potential of employees, alongside innovation, is one of the most
important factors of economic growth. The detailed report for the RZB Group revealed some pleasing results. In
2015, around € 4 million were spent on training and development measures for employees of the RZB Group in
Austria. This figure is far higher than the on-the-job training costs spent in Austria. Several preventive measures
have also been taken in the area of health. This is corroborated by above-average per capita expenditure of

€ 697 and a tofal amount of € 2.7 million per year on promoting health in the workplace.



We also feel strengthened in our commitment by the Prime status achieved in
the sustainability rating of oekom research for the first time. This rafing was
given in December for both the RZB Group and the RBI Group by awarding
them level “C+". Another award is the renewed inclusion of RBI AG in the VONIX
sustainability index as well as its listing in the STOXX® Global ESG Leaders
index, the FTSE4Good Index Series, and yet again a firsi-class rating in the
CDP (formerly the Carbon Disclosure Project). For the fourth time in succession,
RBI AG has been given an award by CDP for its significant reduction in CO,
emissions. Once a year, the non-profit organization CDP surveys and assesses
the CO, emissions of listed companies on behalf of investors in over /1 countries.
Only 193 of more than 1,839 listed companies around the world secured a
place on the CDP Alist in 2016. The RBI Group is one of the two best companies ~ ©Pavidsailer

in Austria included in this ranking and is the best domestic company in the “Financials” sector for the second time
in a row. Moreover, last year's Sustainability Report was also awarded a prize for being the best sustainability
report in 2015 at the Austrian Sustainability Reporting Awards, in the “Large Companies” category.

RZB AG and RBI AG launched the “Diversity 2020" inifiative in spring 2016. The goal is to better exploit and
advance diversity in the company through professional diversity management and thereby make a positive

contribution to the corporate result. Furthermore, we have set ourselves the objective of taking comprehensive
measures to achieve a quota of 35 percent for women in senior management positions across the RBI Group

by 2024.

In autumn 2015, our corporate volunteering activities in Austria focused on the issues of migration and infegration
in Austria with the start of support for the “Haus Roshan” project. Last year, the Corporate Volunteering Program
was expanded to include additional offerings in the area of financial education. We would like to take this
opportunity to express our heartfelt thanks to all employees who have been involved in the company’s corporate
volunteering projects.

Parficular importance is attached to the Sustainability and Diversity Improvement Act (NaDiVeG), which was
enacted by the National Assembly in Austria in December 2016 and comes into effect for the first fime in financial
year 2017. The EU Directive on mandatory sustainability reporting was thus implemented on a nafional level.
According to infernal analyses, the Act has not resulted in any changes for the publication of our Sustainability
Report, as several indicators are already reported pursuant to the GRI guideline, which is recognized both in the
EU Directive and in the NaDiVeG. Nevertheless, we will examine whether a more detailed presentation of individual
contents will be necessary in the future.

Global sustainability initiatives - such as the objectives adopted at the UN Climate Conference in Paris with
their impacts on the financial sector, or the Sustainable Development Goals (SDGs) adopted by the infernational
community at the end of 2015 - are additional topics that we intend to deal with systematically over the next few
years. As an internafional banking group, we consider ourselves obliged to support these important initiatives
within the scope of our sustainability agenda. This year, for the first time, references can be found in various
chapters of this report fo those SDGs which are most significant to our business operations or most relevant fo

our sustainability strategy.

As the new Chief Executive Officer of RBI, | invite you fo remain in contact with us. | would like to sincerely thank
the Group Sustainability Management team and all employees for their commitment, because only by working
together can we continue along the path of sustainability.

Dr. Johann Strobl
Chief Executive Officer
Raiffeisen Bank International AG
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Overview

About the report

In this Sustainability Report, we describe the economic, environmental and social impact of our business activities
in 2016 and present our current activities in the area of sustainability. The goal of the report is to provide a
comprehensive account of how the RZB Group fulfilled its sustainability mission during this reporting period, and
what it plans to implement and improve upon in the future with regards to sustainability. In addition, some portions
of the Sustainability Report are now published only on our website. This applies in particular to detailed tables
relafing fo the chapter “Inhouse ecology” (for the areas of paper, water and waste) as well as “Human Resources”.
Our sustainability guiding principles are also included in this report only as excerpts. The full version can be found
on our website at www.rbinternational.com/nachhaltigkeit.

The report lays out the sustainability strategy together with corresponding management approaches and measures
and describes specific sustainability activities that were carried out during the reporting period and before. In
addifion, we present our sustainability program for the next reporting period. The current reporting period follows
on seamlessly from the RZB Group Sustainability Report for 2015 and the report is published annually.

As shown in our stakeholder diagram (see page 28), the Sustainability Report is addressed to all stakeholders of
the RZB Group. Many stakeholders were involved in selecting the most important fopics for this report. We refer
readers in particular to the chapter “Material aspects and themes inclusive Sustainable Development Goals”
starting on page 21.

Group Sustainability Management of the RBI Group is your point of confact conceming this report. The merger of
RBI AG and RZB AG (see page 11 onwards) means that this department now resides within RBI AG. Comments,
ideas and suggestions for improvements can be sent to nachhaltigkeitsmanagement@rbinternational.com.

GRI G4

This report was produced on the basis of the internationally recognized GRI G4 guidelines on sustainability
reporfing of the Global Reporting Inifiative with the “core” option. In addition, selected indicators relating to the
information for the financial services sector are included.

Verification of the report’s contents

The contents of this Sustainability Report have been examined (limited assurance) by KPMG Austria GmbH
Wirtschaftsprifungs- und Steuerberatungsgesellschaft (KPMG] (see pages 179-180).

Materiality and presentation of the information

In the report, we address the subjects and GRI aspects that have been identified within the RZB Group as material,
that reflect the expectations of our stakeholders and that represented the focus of our commitment in the past year.

This report contains information describing the specific effects of a bank on the economy, society and the
environment. The contenfs of the report were selected using the principle of materiality. The materiality analysis
forms the basis for the key topics. The internal and external sustainability requirements and expectations on the
RZB Group were analyzed in detail and summarized in a materiality matrix. The materiality analysis is based on
an online survey carried out in January and February of 2016. Itis infended to ensure that the contents of the
report cover all topics and indicators that have the greatest influence on the business activities, products, services
and relationships inside and outside the organization. In order to assess the materiality of the various topics and
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determine the contents of the report, the following aspects were considered by the RZB Group:

* Relevance fo sirategy and management

* Results from stakeholder dialogs, focus groups and online surveys, which we have combined in the materiality
matrix

* Disclosure requirements on financial analysts, sustainability rating agencies, institutional investors and the like

* Principles of the UN Global Compact and the Sustainable Development Goals

Report scope and data collection

The report includes Raiffeisen Zentralbank Osterreich AG (RZB AG), Raiffeisen Bank International AG (RBI AG)
and the 14 network banks in Central and Eastern Europe. Raiffeisen Banka d.d. in Slovenia, which was sold in
2016, is no longer included. The key equity participations of RZB AG in Austria are included and referred to as
“specialized subsidiaries”. These are Raiffeisen Bausparkasse Gesellschaft m.b.H., Raiffeisen Kapitalanlage-
Gesellschaft m.b.H., Raiffeisen-Leasing GmbH, and Valida Vorsorge Management. These companies are
included together with RZB AG (as in the Annual Report of the RZB Group) under the title of “Central institute
and specialized subsidiaries”. We have once again expanded the scope of the report compared to the 2015
Sustainability Report. Kathrein Privatbank AG and Raiffeisen Cenfrobank AG, both subsidiaries of RBI AG, are
included for the first time. You can find more information on the structure of the entire RZB Group on page 10.

The structuring of the individual chapters and the overview figures correspond in principle o the segments of the
Annual Reports of the RZB Group and the RBI Group. The RBI Group is divided into RBI AG (Austria), Cenfral
Europe (CE), Southeastern Europe (SEE) and Eastern Europe (EE). In deviation from the Annual Report of the RBI
Group, Raiffeisen Bank Polska S.A. in Poland is covered within the segment of Central Europe, meaning according
fo its geographic association (in the RBI Group, a separate segment was established in financial year 2015 with
the name “Non-Core’, containing those business areas which are to be abandoned or reduced and therefore
include the Polish network bank). The segment of central institute and specialized subsidiaries includes the
specialized subsidiaries listed in the previous paragraph, in addition to RZB AG. More details can be found in
the Annual Reports of the RZB Group and the RBI Group.

We also report on selected sustainability initiatives within the core business that are undertaken by other equity
participations of RZB AG which are nominally outside the scope of the report and over which RZB AG has a
material and qualified influence, insofar as these are of strategic importance. Furthermore, these companies are
members of our most imporfant sustainability platform - the Raiffeisen Climate Protection Inifiative.

Due to rounding, the tables may add up to greater or less than 100 percent and the totals may not always
correspond to the individual items.

Economy

The information on economic circumstances contained in this Sustainability Report is primarily based on the
information in the 2016 Annual Reports of the RZB Group and the RBI Group. The information and data confained
therein, from which parts were taken for this report, have been examined by external auditors. Further information
can be found in the relevant Annual Reports.

Ecology

As in the previous year, quantitative dafa relafing to inhouse ecology was collected using the “mona” (“Monitoring
Sustainability”) software. The environmental figures consist exclusively of the head office data of the individual
companies. Kathrein Privatbank AG and Raiffeisen Centrobank AG are not considered in the environmental key
figures. Additional data published in the report were gathered by means of standardized questionnaires and
discussions with individuals. The areas of paper, water and waste are not covered in defail in this report; instead
they are presented on the website.



Employees

Employee data are gathered group-wide using the “Tagetik” software. The data are then imported into “‘mona’”.
Additional data published in the report were gathered by means of standardized questionnaires and discussions
with individuals.

Comparability of the information

The 2016 report is fully comparable with the 2015 report in terms of content. The tables cover a period of five
years. The Employees and Inhouse Ecology chapters only contain figures for the RZB Group; the RBI Group and
the central institute and specialized subsidiaries are presented in table form. Other details - such as for RBI AG
and RZB AG or the network banks (NWB) - can be found on the website at www.rbinternational.com. Details
on the areas of paper, water and waste from the Inhouse Ecology chapter can also be found there. The network
banks column includes Kathrein Privatbank AG and Raiffeisen Centrobank AG in 2016 {except in the inhouse
ecology key figures).

Raiffeisen Banka d.d. in Slovenia has ceased to be included in the current figures since 2015 because it was sold
in 2016.

Wording

Where possible, terms are used that are not gender-specific in order to preserve readability and the flow of the
text. Where the male form is used (such as “he” or “his"|, the female form is included implicitly in the meaning.
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Inferesting tacts about the RZB Group

Ownership relationships and structure

The organically grown structure of the Raiffeisen Banking Group (RBG) consists of 434 independent and
independently responsible Raiffeisen banks with 1,500 bank branches that form the foundation of RBG. These
Raiffeisen banks are the owners of the eight Raiffeisen regional headquarters. The regional headquarters are in
turn shareholders of RZB AG and control the further development of the RBG.

Structure of the Raiffeisen Banking Group (till 17 March 2017)

1.7 million members
I

434 Raiffeisen banks

I
8 Raiffeisen regional headquarters and other shareholders

XIREB (rz: Group)
|

I I

1
Raiffeisen Bank .
International UNIQA Spec.lc!hZ'ed _O!her.
39.3% of shares in free float subsidiaries participations

I I I I
Subsidiaries and participations: incl. distribution brand Raiffeisen Bausparkasse card complete Service Bank
Kathrein Privatbank, Raiffeisen Centrobank, Raiffeisen Versicherung Raiffeisen Factor Bank HOBEX
Raiffeisen Leasing International, Raiffeisen Raiffeisen KAG Leipnik-lundenburger Invest
Property Holding, CEE-SEG AG (Vienna Raiffeisen-leasing Notartreuhandbank
Stock Exchange), and others Raiffeisen Wohnbaubank Medicur-Holding

Valida Vorsorge Management OeKB

Network in CEE: 14 network banks and Raiffeisen Informatik

14.1 million customers

and others

Foreign branches and subsidiaries/
participations

Structure of the Raiffeisen Banking Group (from 18 March 2017)

1.7 million members (primarily private individuals)
I

434 Raiffeisen banks (a total of approximately 1,500 branches)

I
8 Raiffeisen regional headquarters

T
iffei 58.8%
ﬁ?;if:;fﬁl;(ﬁank (RB| GI'OUP) Shares in free float 41.2%
I 1 1 L 1 1 1
CE SEE EE GC&M Corporate | | Non-Core'

The non-core segment will be released in the first quarter of 2017.



About RZB AG

Raiffeisen Zentralbank Osterreich AG (RZB AG) was founded in 1927 to provide liquidity settlement for Austria’s
agricultural cooperatives and was known then as “Girozentrale der dsterreichischen Genossenschaften” {Central
Clearing Bank of Ausfrian Cooperatives).

RZB AG has one of the largest banking networks in Central and Eastern Europe (CEE) through its listed subsidiary
RBI AG. At the end of 2016, RZB AG held about 60.7 percent of RBI shares; the remaining 39.3 percent was in
free float. The shares of RBI AG are represented in some of the most important national and infernational indices,
such as the ATX and the EURO STOXX Banks. It is also one of only 20 companies listed on the Vienna Stock
Exchange's first sustainability index, the VONIX. RZB AG itself was predominantly owned by the eight Raiffeisen
regional headquarters and was their central institution in accordance with the Austrian Banking Act. With the
merger of RZB AG and RBI AG, implemented refroactively on 30 June 2016, the latter will assume the role of
cenfral institute for the RBG as part of universal succession.

About the RBI Group

The RBI Group is one of the leading banking groups in its home markets of Austria and CEE. Having been active
in the CEE region for over 25 years, it is considered to have played a pioneering role in the region. Today, the
RBI Group has a dense network of subsidiary banks, leasing companies and numerous specialist financial service
companies in 14 markefs in CEE.

As a universal bank, the companies of the RBI Group number among the top five banking insfitutions in several
counfries. This role is supported by the Raiffeisen brand, one of the best-known brands in the region. As a fully
infegrated corporate and refail banking group, the RBI Group is very well positioned in the CEE region.

In Austria, RBI AG is one of the country’s leading commercial and investment banks. It serves mainly Austrian
customers but also international customers and large multinational companies, particularly those that are active in
the CEE region. In total, the RBI Group employed around 50,000 people at the end of 2016. These employees
looked affer about 14.1 million customers in more than 2,500 business outlefs, the majority of them in the CEE
region.

Merger of of RZB AG and RBI AG

Following a defailed evaluation phase, the Board members and Supervisory Boards of RZB AG and RBI AG
essentially decided on the merger of RZB AG and RBI AG on 5 October 2016. The merger was entered in the
Commercial Register on 18 March 2017.

The goal of the merger is to simplify the group structure and adapt the group to increased regulatory requirements.
In doing so, we will continue to rely on the fried and tested business model. The organization will therefore be
ideally positioned for the forthcoming challenges. These include, for example, a changed market environment,
increased requirements for capital resources as a result of the financial crisis, stricter stipulations and additional
burdens, such as bank levies in several countries in Central and Eastern Europe, which reduce the Bank's capital.

The strengths of the merged institution are linked to what it has achieved so far. The focus will continue to be on
long-ferm customer relationships in the respective markets. Solutions consistently geared to the needs of corporate
customers on the basis of local market access and the wide-ranging network, as well as an extensive multichannel
offering for refail customers in the CEE region, confribute to the self-perception of being a customerfocused
universal bank.

More details can be found in the Annual Reports of the RZB Group (page 8 ef seq.) and the RBI Group [page
12 ef seq.).
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The fundamental values of the RZB Group

In the 19th century, Friedrich Wilhelm Raiffeisen simplified the idea of a cooperative down to one basic principle:
In unity lies strength. RZB AG and ifs subsidiaries as well as the RBI Group are part of a cooperative organization.
This can be seen in the key strategies and decisions. The basic principles of Friedrich Wilhelm Raiffeisen apply o
all levels of the RZB Group.

Friedrich Wilhelm Raiffeisen believed in helping others to help themselves and in the principles of charity, community
and solidarity. His life was characterized by a sense of responsibility for the community. Now, as before, we build
upon a powerful brand that combines and embodies the principles of identity, self-administration, sustainability,
subsidiarity and business ethics based on solidarity.

* Helping others to help themselves: Willingness to provide mutual assistance.

* Personal responsibility: Members make their own decisions about their cooperative within a framework of
democratic principles.

* Solidarity-based business ethics: With a common economic goal, based on being there for one another.

* Sustainability of cooperative success: The common goal is lasting economic improvement.

* Subsidiarity: The power of the cooperative is only deployed where the power of the individual is insufficient
and therefore requires help.

* Principle of identity: Members of the cooperative are simultaneously customers.

Our values and principles implemented in established rules

The RZB Group is one of the signatory companies of the UN Global Compact [UNGC) and is therefore
commifted o consistently complying with the ten UNGC principles of responsible business. The UNGC is the
world’s largest CSR and sustainable development initiative. lts principles include the core areas of human rights,
labor standards, environmental protection and combating corruption. The concomitant atfitude of global
responsibility is expected of all employees and managers as well as of parters and suppliers of the RZB Group.
Further information is available at www.unglobalcompact.org.

The ten principles of the UN Global Compact

Human rights

Principle 1 The RZB Group supports and respects the protection of infernational human rights within its sphere of
influence.
Principle 2 The RZB Group ensures that it does not become complicit in human rights violations.

Labor standards

Principle 3 The RZB Group safeguards the right of association and effective recognition of the right to collective
bargaining.

Principle 4 The RZB Group supports the elimination of all forms of forced labor.

Principle 5 The RZB Group supports the abolition of child labor.

Principle 6 The RZB Group supports the elimination of discrimination in the hiring and subsequent employment of staff.

Environmental protection

Principle 7 The RZB Group fakes a preventive approach to dealing with environmental problems.
Principle 8 The RZB Group takes inifiatives to create a greater sense of responsibility for the environment.
Principle 9 The RZB Group promotes the development and proliferation of environmentally friendly technologies.

Combating corruption

Principle 10 The RZB Group opposes all types of corruption, in parficular blackmail and bribery.




The Code of Conduct (CoC)| for dealing with customers, business partners and employees, which is applicable

group-wide, is a binding regulatory framework for all employees and, accordingly, is available on the RZB
Group websites in the respective national language. It is based on the fundamental Raiffeisen values and is

orienfed towards the specific requirements of everyday business at home and abroad. More information can be
found in the “Compliance” chapter starting on page 46 and at www.rbinfernational.com.

Sustainable commitment, artistically

realized

Images of refugees, who are unaccompanied minors from “Haus Roshan’, a
corporate volunteering project of RZB AG and RBI AG in Austria, were used on
the cover and chapter pages of the 2015 Sustainability Report and produced
on the instructions of Hubert Figl, an RZB Manager (see 2015 Sustainability
Report of the RZB Group, page 13). We fook the opportunity of his impending
refirement to ask him to make himself available one last time as the artist for this
report.

Hubert Figl, with a doctorate from the Vienna University of Economics and
Business, was born in 1951 and most recently worked as a Risk Manager af
RZB AG. He discovered his love of art during his studies, when he first conducted
experiments in the area of painting. Hubert Figl has since been involved in
abstract art for 15 years. He works with acrylic paint, a versatile material with
almost unlimited possibilities.

© Hubert Figl

In order to balance his often demanding job, he values painting, which, alongside various recreational activities

with the family, has developed into an ideal opportunity for implementing creative ideas. He enjoys complete

relaxation in the studio and talking about art with friends and colleagues.

Moreover, he has for many years used the proceeds from his paintings fo support the Karl Schubert Schule, an

educational institution for children and young people in need of special care in Vienna's Mauer district. He also

donated the financial contribution - which he received from the RZB Group for providing his pictures - fo the

school. This special private school is a full-time school with a Waldorf curriculum, modified for curative education
education. The school focuses on teaching life skills, creating self-awareness and enjoyment. The contents of the

curriculum are conveyed using a variety of artistic and therapeutic methods.

In the future, Hubert Figl intends to use his refirement to develop his artwork and further advance his related social

commitment.
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Managing sustainability
and corporate responsibility

Sustainability concept and strategy

Our understanding of sustainability

Sustainability has always been a fundamental principle for the RZB Group and a measure of corporate success.
For 130 years, Raiffeisen has combined financial success with socially responsible action.

* We understand sustainability fo mean responsible corporate activities for a long-term, economically positive
result in consideration of key societal and environmental aspects.

* We will continue to combine financial success with social responsibility by anchoring sustainability as a fixed
component of our business and by practicing sustainability as an integral leadership and management
responsibility in addition fo taking key sustainability aspects into consideration in our business activities.

* We therefore commit to aligning our management structures and processes with this attitude. In the three
sustainability areas of “Responsible banker”, “Fair partner” and “Engaged citizen”, which are closely linked to
our business activities, we endeavor to optimally apply our values and competences to fostering sustainable
development both in our companies and in society.

In our Sustainability Guiding Principles “We create sustainable value”, we have formulated how we pursue
sustainability strategically and how we wish fo live up fo this ambition within our business activities. Our Sustainability
Guiding Principles serve as a guide for all transactions, activities and services offered by the RZB Group or on its
behalf. Our declared objective is to concentrate on those areas with significant potential for making a difference.
This requires us fo confinuously improve the sustainability impact of our business acfivities and develop ways to
measure and verify this impact. In doing so, we hope to increase the long-term value of our group while also
acfively contributing fo the sustainable development of our society. (For the Sustainability Guiding Principles, see
www.rbinfernational.com/nachhaltigkeitsmanagement)
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Responsible banker OUr SUStOinO bility Sfrotegy
Environment
Product ecology As an infernationally active banking group, we are
Sociely faced with specific challenges in our efforts to realize
Smeipredluzi ety our sustainability vision. These arise from the economic,
Economy social and environmental impacts of our business
podedvale activities as well as from the external conditions within
2 which we operate. We work within a global
2%, G .. environment that is characterized by numerous
%, Ogo:a S N economic, geopolitical and environmental risks.
% {y K & :f SN . . . .
s Us % Vo‘;f §°io'°@ B The financial services sector itself has for years been
£ %, %ig* & confronted with many challenges and risks. In order to

S K remain profitable over the long term, these challenges
call for a strong culture of risk management and
sustainability. Alongside classic banking risks, the

Our approach as designers of a susiainable company and society stability of the financial system and reputation risks,

fopics such as corruption, money-laundering and

high-risk sectors also come info play here. These include, for example, CO intensive fields such as oil, gas and
energy (e.g. shale gas), nuclear energy, the arms indusiry (e.g. weapons and cluster munitions), agricultural,
production of raw materials and food (e.g. palm oil, food speculation).

Dealing appropriately with risks is part of our business model. As a banking group, we hold ourselves to
corresponding standards of sustainability amidst all these circumstances, just as our stakeholders expect of us:

* We are committed fo legal as well as ethical standards and must ensure that these standards are met.

* As a consequence of the financial crisis, the financial services industry suffered a loss of trust. Since then, banks
have been under closer watch by their stakeholders and find themselves subject to more stringent regulatory
requirements. We therefore work to make our business sustainable and wish to create sustainable value for our
stakeholders.

* Our operational business activities are connected with environmental impacts that we strive to keep as low as
possible by means of systematic environmental management.

* As an employer, we are responsible for ensuring safe and attractive working conditions for our employees.

* As a member of society, we want to contribute to the common good beyond our business activities and take
action in line with our capabilifies.

In order fo live up to these requirements as well as to improve the effectiveness and the scope of our sustainability
management across the entire RZB Group, we published the group-wide sustainability strategy “We create
sustainable value” in 2013. This sfrategy consisfs of nine core action areas within which we focus our groupwide
sustainability management. In order to systematically address these core areas, which are also important to our
stakeholders, we continuously seek to improve our sustainability strategy.

In identifying the core action areas, we rely not only on the perspective of our group but also on the perspectives
of our stakeholders, who include our employees, customers, shareholders and suppliers as well as nongovernmental
organizations and a number of other stakeholder groups. We carry out a multi-stage materiality analysis on a
regular basis in order to prioritize these fields of activity. For this reason, as well as for the purpose of making any
corrections to our sustainability strategy, we place great value on maintaining a dialog with our stakeholders.



Core areas of our sustainability strategy

Sustainability matrix Business Society Environment

of the RZB Group

Responsible Added value Social Product ecology
banker Product responsibility

Successful business through
responsible management and
business strategies, sustainable
economic responsibility in the
real and regional economy and
integration of sustainability
aspects into the core business

Social responsibility for our
products and services by taking
consumer concerns into account,
consideration of social aspects in
providing loans and financial
products, protection of customer
data and providing correct
information

Ecological responsibility for

our products and services by
guaranteeing national
environmental provisions and
recognized, international
conventions as well as taking into
account the environmental impact
in project finance plans and
financial products

Fair partner

Fair business and
operating practices

Stakeholder involvement

Inhouse ecology

Fairness and fransparency
towards employees, customers
and shareholders through
exemplary behavior in areas of
influence; as an attractive
employer, through transparent
reporting as well as the
avoidance of corruption

and fraud

Continual inclusion of stakeholders
as part of sustainable company
development by strengthening
cooperation management in order
to reduce business risks and make
use of business opportunities

Responsible handling of
resources and the environment
by reducing our environmental
impact and through the
sustainable use of resources

Engaged citizen

Sustainable
entrepreneurship

Active civil society

Environmentally friendly
society

Commitment to sustainable
entrepreneurship and enferprise
and the creation of wealth by
helping fo establish a framework
for sustainable finance as well as
direct and indirect support for
organizations and socially
relevant initiatives

Commitment to a sustainable civil
society and responsible political
cooperation by promoting public
interest and knowledge of
financial topics and voluntary
work

Working for the environment and
the climate through climate
protection, protection of species
diversity and conservation of
different ecosystem functions and
services

Foreword

Human Capacity Report  Sustainability management  Overview

Fair partner Responsible banker

Engaged citizen

GRI Index and Assurance statement



Sustainable management

The anchoring of sustainability within the organizational structure looked as follows on 31 December 2016, and on
18 March 2017 (after the merger of RZB AG and RBI AG):

Organizational anchoring of sustainability in the RZB Group (as at December 31, 2016)

Control level

Supervisory Board of RZB AG

Supervisory Board and various
committees, such as the nomination
committee

Supervisory Board of RBI AG

Supervisory Board and various
committees, such as the nomination
committee

Managing Board level

Managing Board
of RZB AG

Chief Executive Officer of RZB AG
Walter Rothensteiner

Managing Board
of RBI AG

Management and program level

Sustainability Council

Internal and external stakeholders with
expertise in the areas of business, the
environment and society

Sustainability Management

Overall management of sustainability agendas and
focus on implementing operational measures

Sustainability Working Groups
RZB AG and RBI AG,

with representatives of the relevant
management areas

Local implementation level

RZB Group employees

Implementation of measures to achieve
the sustainability goals in all companies

Special issues working groups
Specialists in the RZB Group

Sustainability officers in the

RBI network banks

Establishing the sustainability agenda
in the individual network banks

efficient use of resources

Level of initiatives and memberships relevant to sustainability

Raiffeisen Climate EACB Working UNEP FI UNGC
Protection Initiative Group for CSR United Nations United Nations
Platform for environmental and  European Environment Global Compact
climate protection, sustainability, ~ Association of Programme Finance

renewable energy and the Co-operative Banks ~ Initiative

respACT ViU

Association for
Environmental
Management and
Sustainability

Austrian business
council for
sustainable
development

As at: December 31, 2016




Organizational anchoring of sustainability in the RBI Group (as at March 18, 2017)

Control level

Supervisory Board of RBI AG

Supervisory Board and various committees,
such as the nomination committee

Managing Board level

Chief Executive Officer of RBI AG
Johann Strobl

as well as Managing Board of RBI AG

Management and program level

Sustainability Council

Internal and external stakeholders with
expertise in the areas of business, the
environment and society

Group Sustainability Management

Overall management of sustainability agendas and
focus on implementing operational measures

Sustainability Working Groups
With RBI AG representatives of the

relevant management areas

Local implementation level

Employees

Implementation of measures to achieve
the sustainability goals in all companies

Special issues working groups
Together with internal specialists

Sustainability officers in
RBI network banks

Establishing the sustainability agenda
in the individual network banks

Platform for environmental and  European
climate protection, sustainability,  Associafion of

efficient use of resources

Level of initiatives and memberships relevant to sustainability

Raiffeisen Climate EACB Working UNEP FI UNGC
Protection Initiative Group for CSR United Nations United Nations

Environment Global Compact
Programme Finance

renewable energy and the Co-operative Banks Initiative

respACT Viu

Austrian business Association for
council for Environmental
sustainable Management and
development Sustainability

As at: March 18, 2017

The group-wide management of the sustainability agendas and coordination of the operational implementation

is the responsibility of Group Sustainability Management. This department is supported by representatives of

specialized units and business areas as well as the Sustainability Officers at the network banks. The latter act as
an interface between the Group Sustainability Management department at head office in Vienna and the

departments in the network banks.

The Sustainability Council has been firmly established as a core organizational component of sustainability

management. The task of this council is to advise on the development of sustainability agendas and evaluate

their performance. It assists in defining important action areas and focal points (materiality approach), identifies

targets and measures, and makes recommendations on developing and implementing the annual sustainability

program.
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On 31 May 2017, the following internal and external persons were members of the Sustainability Council:

¢ Chair Johann Strobl, CEO of RBI AG

* Diefer Aigner, Managing Director of Raiffeisen Kapitalanlage GmbH

Rudolf Bretschneider, Consultant at GfK Austria GmbH

¢ Klaus Buchleitner, Chairman of Raiffeisenlandesbank Niederssterreich-Wien

* Ralf Cymanek, Member of the Managing Board of Raiffeisen Bank Zrt. in Hungary

* Martin Essl, founder of the Essl Foundation

* Franz Fischler, Chair of the Raiffeisen Climate Profection Initiative and President of the European Forum
Alpbach

* Christian Friesl, Divisional Head of Social Policy at the Federation of Austrian Industry

* Michael Héllerer, Plenipotentiary of RBI AG

* Susanne Hallinger, CEO Kathrein Privatbank AG

* Gregor Hopler, Head of the Management Secretariat of RBI AG

* Andreas Pangl, General Secretary of the Austrian Raiffeisen Association

¢ Ernst Rosi, Senior Adviser to RZB AG

e Georg Schéppl, Member of the Managing Board of “Osterreichische Bundesforste AG” (Austrian Federal
Forestry Agency)

* Andrea Shin-Weber, Head of RBI Group Sustainability Management and Managing Director of the Raiffeisen
Climate Protection Initiative

* Alfred Strigl, Managing Director of plenum gesellschaft fir ganzheitlich nachhaltige entwicklung gmbh

The ten principles of the UN Global Compact, which we joined in 2010, represent fundamental guidelines for
our business activities. Our internal rules and regulations, such as our Code of Conduct (CoC), build upon this
international reference framework as well as other international principles. Special significance is accorded the
CoC and other guidelines for supporting our employees in making the right decisions in their everyday work.

Since 2013, we have used an internal tool as the central instfrument for controlling and monitoring our main
sustainability efforts. This innovative software, called ‘mona’, is based on the Global Reporting Initiative (GRI)
and relies on scientific data as an instrument for sustainability monitoring and reporting.



Material aspects and themes inclusive
Sustainable Development Goals

We pursue two approaches in the further development of our sustainability strategy and the definition of
reporfing content and focal points: On the one hand, we want to know what standards we must meet in order
fo enjoy long-ferm success. On the other, it is important fo us as an internationally active banking group to know
what our stakeholders expect of us. Accordingly, we make use of a multi-stage materiality analysis that includes
our stakeholders in order to identify the areas of activity and key sustainability aspecs.

Since the publication of the fourth generation of the Global Reporting Initiative (GRI G4), upon which this report
is based, the principle of materiality has been placed at the center of the reporting. In this way, the GRI emphasizes
even more strongly than before that sustainability reports should be focused on the key aspects of sustainability. The
process of identifying and prioritizing the relevant topics and aspects must also be systematic and well documented.

Materiality analysis

Materiality analysis process

Stakeholder dialogs, analysis of international standards
and guidelines, such as GRI, ISO 26000, United Nations
Global Compact, AA 1000, SASB and evaluation of
studies

Identification and evaluation of key topics

Internal standards and requirements, such as the Code
of Conduct, Compliance Manual, Sustainability Guiding
Principles including action areas

Review and assessment by our stakeholders: Online
stakeholder surveys, assessments in the course of
stakeholder dialogs, focus groups, discussions with
experts, evaluations by experts

Analysis and prioritization

Review and assessment by internal committees and
the Group Sustainability Management

Validati Validation of the prioritization of key aspects and
alidation GRI performance indicators by an external auditor

Integration of the results and insights in the sustainability

|mp|ementahon strategy and management, monitoring and reporting
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|dentification of relevant topics

The key topics are selected with the assistance of internationally established lists of criteria and sustainability
standards, such as the GRI, the United Nations Global Compact, SASB Sustainability Accounting Standards
Boards and ISO 26000. In addition, we consider feedback on the sustainability reports and evaluate dialogs
with individual stakeholders, such as within the framework of the annual Stakeholder Council and other
communication forums, such as focus groups.

Direct feedback in the form of surveys and workshops as well as evaluations of discussions held with individual
stakeholder groups, including customers, employees, rafting agencies, non-governmental organizations and
sustainability experts, as well as the defined focal points of the company strategy served the RZB Group and its
Sustainability Officers as important sources for the identification of key topics.

The process for identifying topics was based on the question of whether the given topics influence company
activities now or in the future and whether the RZB Group is in a position to influence them directly or indirectly.

Prioritization of the sustainability aspects and materiality matrix
The prioritization of identified topics with regard to their materiality is based on a multi-stage approach:

1. In order to be able fo better evaluate and subsequently weight the key topics and areas of activity, a new ool
was used to prepare and present topics: the topic map.

a. First, a list of the current key issues was drawn up by the Group Sustainability Management department of
the RZB Group. This is based on an infernal analysis of past Stakeholder Councils, focus groups, sustainability
reports, online surveys (online materiality survey 2013 and selective evaluations of the materiality of specific
sustainability aspects), discussions with experts and the GRI.

b. The list was checked and added to by an external sustainability expert. At the same time, additional
requirements of recognized standards and guidelines (incl. the Global Reporting Initiative, ISO 26000, EU
Directive on non-financial reporting, Sustainable Development Goals) as well as current corporate strategies
were also incorporated.

c. Next, the relationships between the concepts were recorded. On the one hand, this involves hierarchical
structures based on strategic clusters and concept levels (e.g. values, strategies, tools), and on the other
causal relationships and effect levels (e.g. input, output, outcome, impact).

d. Finally, these data were evaluated with the aid of network analysis software, and a topic map was created
(see the 2015 Sustainability Report of the RZB Group, page 21).

2. The eight most important topic areas were identified from the topic map. These were the basis for the online
stakeholder materiality survey carried out in January,/February 2016:

* Work environment

* Inhouse ecology

» Commitment fo society and the environment
* Sustainable products and services

* Economic added value

* Organizational management

* Regulations and controlling

* Transparency and disclosure



Relevance for external stakeholder groups
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3. The current materiality matrix was created on the basis of the results of the online stakeholder materiality

survey.

4. In the table “Key topics’, we then present how the topics we identified as material are related to the associated
key GRI aspects. The completeness of all key GRI aspects was checked in defail in 2014 when converting fo
GRI G4. The table was adapted to the new structure of the materiality matrix.

5. The demarcation of the key GRI aspects in terms of their impact inside and outside the organization took place
as part of the conversion to GRI G4 in 2015 for the 2014 Sustainability Report. It was developed in a workshop
of employees from Group Susfainability Management together with an external sustainability expert. The
results were incorporated info the current structure of the materiality matrix and are shown in the table “Key

topics”.

6. The key aspects were validated with regard to GRI conformity by an external expert who has infernational
experience as an auditor of sustainability reports by providers of financial services. This expert inspected the
identified prioritization of aspects and performance indicators.

The materiality matrix provides the following picture of the topics perceived as most relevant by our internal and

external stakeholders:

Materiality matrix of the RZB Group

1.2 1
Materiality matrix
_ Sustainable products and
11 services
_ Commitment to society
0.8 + and the environment
Economic added value
‘ — Work environment
0.6 1T
Transparency — Regulations and controlling
and disclosure
04+ } ‘ — Inhouse ecology
Organizational
management
02+
| | | | | |
0 \ \ \ \ i \
0 0.2 0.4 0.6 0.8 1

Relevance for the RZB Group
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Overall materiality analysis of the RZB Group (ranked by priority of the internal stakeholders)

Materiality analysis

Work environment

Commitment to society and
the environment

Sustainable products and services

Inhouse ecology

Economic added value

Regulations and controlling

Transparency and disclosure

Organizational management

0.2 0.4 0.6 0.8 1 1.2 1.4 1.6

o

M Internal stakeholders External stakeholders

The results of the materiality survey show what our Sustainability Management Department must focus on in the
future. Our sustainability program has been modified accordingly.



Sustainable Development Goals (SDGs)

In order to help find solutions for global challenges, promote human welfare and protect the environment, the
infernational community of states making up the UN adopted "Agenda 2030" in September 2015 in the
inferests of sustainable development. At its core are 17 goals for sustainable development, the so-called
Sustainable Development Goals (SDGs) and their 169 sub-godls. The SDGs encompass social and economic
development as well as environmental sustainability. They also address aspects such as peace and security,
justice and global partnerships, all of which are of great importance for sustainable development. The SDGs
are globally applicable. In other words, all 193 UN member states, including Austria, are called upon fo
confribute fo achieving the goals according fo their means. Incentives should also be established to encourage
non-state actors to increasingly make active contributions to sustainable development.

NO GOOD HEALTH QUALITY GENDER
POVERTY AND WELL-BEING EDUCATION EQUALITY

l!ﬂi

DECENT WORK AND INDUSTRY. INNOVATION REDUCED SUSTAINABLE CITIES
ECONOMIC GROWTH ANDINFRASTRUCTURE INEQUALITIES AND GOMMUNITIES

CLEANWATER
AND SANITATION

1 RESPONSIBLE
GONSUMPTION
ANDPRODUCTION

il O NiEw

CLIMATE LIFE LIFE PEAGE, JUSTICE PARTNERSHIPS
() 1 1o 1 1

AND STRONG FORTHE GOALS

INSTITUTIONS SUSTAINABLE

} .~_: DEVELOPMENT

s,
G<:ALS
As an international banking group, we consider ourselves obliged to support these important international
initiatives within the scope of our sustainability agenda. Our focus lies on those SDGs that are most material
and relevant fo our business acfivities and that best complement our sustainability strategy.

ACTION BELOW WATER ON LAND

To make this possible, we worked with an external consultant to create a structured process to identify the
SDGs that are most material fo our business. This process comprised a number of steps:

1. In the first step, we explored the existing connections between the SDGs and our areas of strategic focus
as well as the key issues and initiatives of the RZB Group. We also investigated which SDGs have been
placed on the agendas of other financial companies.

2. Based on this analysis, Group Susfainability Management evaluated the fop SDG fopics in a workshop
with the external consultant on the basis of specific criteria. The following four criteria were of primary
importance here:

* The relationship with the RZB Group: How closely is an SDG related to the RZB Group?

* Importance: Group Sustainability Management examined how important it is for the RZB Group to
contribute to this global goal.

* Impact: The impact that the RZB Group can actually have on the respective goal was evaluated.

* Attractiveness: Finally, we evaluated what potential this SDG could have for the RZB Group.
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3. The individual evaluations were combined into a overall evaluation. This resulted in ten SDGs that are
relevant to the RZB Group, of which five have especially high relevance.

4. Finally, this result was presented to the Managing Board of the RZB Group, and the decision was made to
do more in the future to promote these topics.

The SDGs of greatest relevance to the RZB Group

Of the ten SDGs identified as most relevant to the RZB Group, the five listed below were considered
particularly relevant - both for the group as a whole and for the core business. Priority will be given to these
SDGs over the coming years. They directly expand upon the aspects and topics that have already been
identified as material. The topics and aspects addressed in this report that have SDG relevance are specially
indicated.

The five SDGs most material fo the RZB Group, ordered by relevance, are:

e * SDG 8: Promote sustained, inclusive and sustainable economic growth, full and productive
employment and decent work for all.

o

ey * SDG 9 Build resilient infrastructure, promote inclusive and sustainable industrialization and

ANDINFRASTRUCTURE
& foster innovation.

13 e » SDG 13: Take urgent action to combat climate change and its impacts.

L 4

TYodl ° SDG 16: Promote peaceful and inclusive societies for sustainable development, provide access
fo justice for all and build effective, accountable and inclusive instfitutions af all levels.

INSTITUTIONS
%

Y,

g s * SDG 5: Achieve gender equality and empower all women and girls.

g
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Key topics

Areas of responsibility Key topics GRI G4 Scope of "Top 5"
key aspect the aspects Sustainable
Development Goals
Responsible Commitment to society Local communities Customers SDG 5
banker and the environment SDG 8
Organizational Active ownership Customers SDG 8
management Labeling of products SDG 9
and services
Products and services
Economic added value Economic performance Owners, employees, SDG 5
Indirect economic network banks, SDG 8
impacts employees, customers,  SDG 9
Product portfolio business partners, SDG 13
RBI investors
Sustainable products Product portfolio Cusfomers SDG 8
and services SDG 9
SDG 13
Regulations and Audit Owners, SDG 16
controlling Compliance - Society employees,
Compliance - Product customers,
responsibility RBl investors,
Fighting corruption supervisory authorities
Protection of customer data
Labeling of products
and services
Marketing
Anti-competitive behavior
Public policy
Transparency and Employees, SDG 8
disclosure rating agencies, SDG 16
RBI investors
Fair partner Work environment Occupational healthand  Employees SDG 5
safety SDG 8
Training and development
Employment
Non-discrimination
Equal remuneration for
women and men
Freedom of association
and right to collective
agreement negotiations
Diversity and equal
opportunity
Inhouse ecology Waste water and waste Employees, SDG 8
Emissions civil society, SDG 13
Energy NGOs and NPOs
Materials
Transport
Water
Organizational Product portfolio All stakeholder groups  SDG 8
management SDG 9
SDG 16
Engaged citizen Commitment to society Labeling of products Civil society, SDG 8
and the environment and services NGOs and NPOs, SDG 9
Product portfolio education and SDG 13
Economic performance research SDG 16
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Stakeholder inclusion

Our business activities affect the interests of many stakeholder groups and people in different countries. We also
recognize that we are only able fo run our company sustainably if we engage in frank and constructive dialog
with our stakeholder groups and seek out and find common solutions even on controversial fopics. Involving our
stakeholders is therefore one of the core action areas of the sustainability strategy and a central element of our
sustainability management.

We identify and assess relevant and sensitive issues through regular and effective dialog with stakeholders. In
various forms of communication with our stakeholder groups, we evaluate the relevance of sustainability topics.
We process the results and contfroversial topics from stakeholder dialogs in our sustainability committees and
derive corresponding concrete objectives and measures for further development of our sustainability management.

Qur stakeholders

The RZB Group defines ifs stakeholders as those people or groups of people that have a justified interest in the
company through their direct or indirect business activities. Stakeholders are therefore primarily employees,
customers, owners, subsidiaries and equity parficipations as well as business partner. There are also several
other stakeholder groups with regular mutual relations..

RZB Group stakeholder universe

Non-university
research insfitutions

European Association

and
administration

of Co-operative Banks

Interest

Employer
and employee

Other

representatives

Shareholder representatives groups and
Auditors research Universities and
polytechnics
Stock . Consultants Suppliers
exchanges CGPL'GI Sustainability
market i i
Audies rating agencies
ECB
Analysts Pettaery
Competitors
Employees Rating
Regulatory Supervisory agencies
authorities o
Economy authorities
RZB Conventional
N::‘SS National rating agencies ,
Social banks oo Mainstream media
NPOs Grou P Private investors
Environment Supra- Network
ﬁP | banks and ) RBI Media
nal f’"'-‘f other equity investors
organizations P
participations .
Civil
MIGA Customers society
- Specialist media
IFC cppp  EIB Institutional
investors
Corporate customers Small and medium-
sized enterprises
Public policy Private customers
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Dialog and information

For the inclusion of our stakeholders, we engage in many forms of dialog including the internet, infranet, blogs,
workshops and inferactive events, surveys, conversations with experts, training courses and participation in local,
national and international discussions on sustainability and sustainability initiatives.

In order o reach as many stakeholder groups as possible, we regularly carry out a comprehensive stakeholder
survey every two to three years. The last stakeholder survey was conducted in January and February 2016. Over
700 stakeholders took the opportunity of working with us to identify the key topics for the RZB Group (see the
2015 Sustainability Report, starting on page 22). The results of our stakeholder surveys are reflected in our

materiality analysis and are integrated into our sustainability management alongside the results from focus
groups, discussions with experts and the annual Stakeholder Council.

The materiality analysis is an important tool for our annually held Stakeholder Council. This allows us to more
directly select those topics that we will discuss in greater depth with our stakeholders. At the Stakeholder Council
and within the context of our reporfing, we share information about the progress we have achieved in our
sustainability performance. Our objective is to transparently disclose the most important expectations and
recommendations of the stakeholders as well as our responses and associated measures. Here as well, we focus
primarily on those topics and aspects that have been identified as material by us and the stakeholder groups.

Selected forms of dialog

Forms of inclusion

Information

Dialog and consultation

Participation

Goals

Creating transparency,
sharing information

Open exchange and dialog

on perspectives, expectations
and possibilities for solutions:

listening and learning

Active participation,
cooperation,

setting out initiatives,
implementing projects

Sustainability Report based on
the GRI guideline (GRI G4)

UNGC report “Communication
on Progress”

Participation in the CDP (formerly
the Carbon Disclosure Project)

Sustainability information on the
company website

External and internal
communication (e.g. regular
articles in the employee
magazine INSIDE) as well as
public relations work

Participation in sustainability
ratings of agencies

(e.g. oekom research,
Susfainalytics, Vigeo-EIRIS)

Articles in specialized
publications

Stakeholder Council
Focus groups

Surveys and opinion polls on
sustainability topics (e.g. online
surveys)

elearning tool (internal
sustainability training)

Social media (Facebook RKI,
internal Raiffeisen blog on
sustainability and corporate
responsibility)

Ad hoc dialogs with decision
making authorities and diverse
specialized lectures

(e.g. at universities)

Organization of events (e.g. RKI
networking events, ICEP
conferences)

Active inifiafion of sustainability
measures (e.g. via RKI)

Participation in national
initiatives (e.g. respACT)

Participation in international
initiatives (e.g. UNEP Fl,
UNGC, EACB, ViU

Supporting projects (e.g.
cooperations with colleges of
higher education and other
educational institutions, such
as student workshops with
oikos Vienna)

Inclusion of external
stakeholder groups in
company-internal bodies
(e.g. in the Susfainability
Council)

Regular meetings (e.g. Group
meeting) Stakeholder

Stakeholder Council

One very important communication format is the annual Stakeholder Council, in which various stakeholder
groups enter info dialog with representatives of our Managing Board and management. The goals of the event
are dialog and knowledge transfer, informing the participants about progress achieved, discussing possible
acfions and jointly considering and dealing with current sustainability questions.
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The seventh Stakeholder Council of the RZB Group was held in November 2016 with the
participation of 75 people from various stakeholder groups (customers and business partners,
employees and owners, the world of finance and rating agencies, education and research,
interest groups, media, public policy and administration, NGOs and NPOs).

The objective of the workshop groups was intensive
discussion of topics that had previously been
classified as material to the sustainability work. First
the external “table hosts” provided brief starting
poinfs for the questions to be invesfigated in the
planned group work: Reinhard Friesenbichler, rfu
(sustainable investments and commitment activities),
Elisabeth Gail, Hauska & Partner (raising awareness
among employees), Ginther Lichtblau, Environment
Agency Austria (impacts of the climate conference),
Petra Rosler, zwei:und:drei (investments in the
community), Michael Fembek, Essl Foundation
(diversity in the core business: effects of the social
fransformation) and Amira Zauchner, respACT (sustainability in the supply chain).

Stakeholder Council 2016, © wdw4friends

A short summary of the results presented after the workshop rounds by a panel of Raiffeisen-internal stakeholder
representatives is provided below.

Sustainable investments and commitment activities

This discussion round addressed the development of sustainable investments, from exclusion criteria to positive
criteria as well as new instruments such as commitment, impact and divestment. It was reported that growing
inferest in the topic can be seen on the customer side, which also leads to the establishment of greater trust.
The climate perspective (in particular CO, reductions| is a particular priority when it comes to the actual
goalsetting. Fitness for the future through long-term economic added value as well as new added value chains
(e.g. based on changing demographics) also play a role. Questions such as whether sustainability and
performance stand in conflict with each another could not be decisively answered. Critical comments included
the idea that securing jobs is also a sustainable goal, that in many areas commitment can achieve more than
divestment and that such activities can sometimes have the appearance of a “marketing gimmick”. On the
question “What input would you like to share with us2”, it was frequently mentioned that custfomers should be
better informed about sustainability topics af the time of investment. In particular, this should take place in
direct dialog and without barriers of any kind. With such measures as well as greater transparency, it should
be possible to improve the credibility of banks in general and - assuming the RZB Group comes to be more
strongly associated with sustainability - the image of the group in particular. There is also a perceived need
for more internal fraining and more people acting to raise awareness within the group. Greater courage and
a broad perspective are considered imporfant with regard to our own investment decisions. It also makes
sense fo further improve basic financial products. The target group definition plays a role here. It should be
considered that investors with ethical motives do exist, but so do those with other motives. Despite even lower
demand in CEE at the moment, an initiative here would be welcomed. Finally, it was noted that efforts should
be made to integrate the widest possible spectrum of sustainability aspects.

Raising awareness among employees

This group discussed questions about how employees can be made aware of sustainability topics - in view of
the general information overload - and how to transition from sharing information to taking proactive action.
Sustainability is viewed as a very multi-layered topic. It is therefore necessary to act from many different
perspectives, both bottom-up and top-down. The concept of “one size fits all” does not work when
communicating on this topic. Instead, it is important to pursue various approaches in order fo find the best way
of promoting sustainability. Employees should therefore be brought up to speed on the topic in various ways,



and they should be offered the opportunity fo contribute in various ways as well. One idea mentioned in this
regard was the establishment of a think tank (on the topic of “Developing sustainable products’, for example).
The RZB Group has many departments and employees, and each should ultimately make their own confribution.

Sustainability topics often also entail personal value judgments. However, it cannot be expected that all
employees share the same values. Inclusion can be voluntary, but need not always be, since specific
requirements may be defined by the company.

There will certainly be increasing external pressure due to the new EU Directive on mandatory sustainability
reporfing by large companies. This could also become a source of tension for those employees who have not
previously concerned themselves with sustainability but will have to engage with the subject in the future. The
more people take up the topic, the greater the multiplier effect will become finally.

Impacts of the climate conference

The participants in this workshop round identified the upcoming challenges for banks in connection with

the consequences of climate change. In order to achieve the 2-degree target established at the climate
conference in Paris (an 80 or 95 percent reduction in greenhouse gas emissions by 2050, i.e. almost complefe
decarbonization), banks should in future stop providing financing to companies in fossil fuel industries. On the
other hand, such restrictions for the finance sector will only make sense if all banks participate. In the discussion
that followed, it was emphasized that different reduction opportunities exist depending on the starting situation
of the company. Energy efficiency is viewed as the most important factor here. The question also arises as to
how the energy efficiency of customers should be evaluated in the provision of loans. The topic of venture
capifal was also discussed, including what it is used for. Being able to achieve the climate protection goal will
require a clear commitment on the part of the executive management and the inclusion of all employees. It is
not sufficientto delegate this topic to a few people. Instead, a new relationship between climate experts and
banking experts in the company is required as well as new competences, which will also give rise to new
career types.

Finally, the issue of the overregulation of banks was discussed. A need was also seen for business model
innovations (e.g. for environmental technology companies and R&D), and it was proposed that broad
expertise in climate fopics be built up within the bank. The wish was expressed for the RZB Group to remain
a competent adviser to customers in future decisions and for venture capital to be made available to new
technologies in the energy sector. There was also a desire for clear guidelines concerning what will be
financed by the RZB Group and what will not, as well as an expansion of the climate policy.

Investments in the community

Investments in the community, a topic that was ranked in second place by both internal and external
stakeholders in the online materiality survey at the start of 2016, was discussed intensively in this group.
Starting with the question about the most urgent social challenges of today in which the RZB Group should gef
involved, the parficipants agreed that the answer is education (in particular financial education) as well as
integration and helping people to help themselves.

The topic of corporate volunteering (CV|] was discussed in this regard, with a focus on assisting the
unaccompanied child refugees at “Haus Roshan”. Here, the employees of RBI AG in Austria have been offered
the opportunity to get involved socially for the first time - including on an hourly basis. The non-financial
aspect and the socio-political statement by the Managing Board in respect of this project were viewed as
particularly noteworthy. The signal sent by fop management is very important with regard to corporate
volunteering and should be an encouraging factor over the course of this sustained project. This led fo the
discussion about the definition of the term ‘corporate volunteering” and the extent to which this commitment
could be included as a sub-goal within the performance appraisal of employees. According to the discussion
group, sending a signal of social responsibility as a company should also involve extending the commitment to
the countries of our network banks in CEE. There were various perspectives on the question of how strategically
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or freely corporate volunteering should be managed. If CV is to be implemented strategically, it will be important
fo establish a specific focus and to pursue and track progress towards corresponding goals. Only this way can
CV contribute to the success of the business.

Effects of social transformation on the core business

The banking world is changing, as are the customer groups that a bank comes info contact with. Unfortunately,
fopics such as diversity are not always focused on in times of crisis. However, it is essential for the present
client segmentation to be adapted. The question is: What exactly is the spectrum of retail and corporate
customers foday, and what are their needs? This ranges from “prime customers” all the way fo “low end
customers”. These new customer groups can be best reached if they are also reflected at the employee level.
In other words, diversity of perspective as well as in-depth experience are required.

A joint mission based on the existing Raiffeisen values should help to define the nature of future efforts. The
question arises here as to how banks can best contribute to solving the problems of our world. Answers to the
problems of customers are deemed particularly important in this regard. Instead of ignoring needs, they must
be recognized and utilized for the business. People who are not “digital natives” frequently have difficulty
inferacting appropriately with foday's technology. It would be important fo offer assistance in the form of
simplified systems in this regard. One creative idea could be the “financial butler”. Unfortunately, there are
many potential customers who do not feel represented by the RZB Group, including people with disabilities
and start-ups. The latter in particular are increasingly hoping for their bank to help them establish contact with
investors or other companies in their field of activity. This could be done, for example, in previously unused
sales spaces, together with other services.

Sustainability in the supply chain

This group discussed the challenge of obtaining key figures from suppliers that focus on the most important
aspects of the industry in order to allow for an assessment of environmental impacts. The importance of
benchmarks and a list of criteria with sustainability indicators was also discussed. The group noted that this
could only be achieved if data are available from many companies in an industry in order fo establish a
benchmark. It was considered problematic for companies that different criteria are required for different
supplier groups and that benchmarking would be necessary, but is not currently possible. A code of conduct
is considered useful for large companies when selecting suppliers; certificates also help establish trust. Finally,
even small measures can yield results. The factor of mobility in the supply chain was emphasized in particular
with regard to Scope 3 emissions, which make up a large proportion here.

When surveying suppliers, the focus should be placed on the suppliers with the highest sales. The same
requirements should apply fo both infernal and external suppliers. Attention should also be paid to the external
impact of smaller suppliers and their risks. The potential for forming clusters also arises here in that many small
suppliers can together become a significant factor if this group exhibits particular risks with respect to
sustainability.

The problem of certifications costing significant time and money was addressed by the suppliers. Suppliers are
in principle happy to invest in such measures as long as they offer additional value and the low bidder does
not end up getting the contract after all. The suppliers propose more than just sending out questionnaires. The
problem of SMEs frequently having no sustainability figures at their disposal was discussed. In conclusion, the
importance of long-term supplier relationships was emphasized.
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Sustainability ratings, indices and
awards

Sustainability ratings and sustainability indices

In addition fo financial indicators, sustainability criteria are increasingly involved in the investment decisions faken
by investors. Analyses and rafings by agencies and index providers specializing in sustainability offer guidance
and orientation.

oekom research rating

oekom research evaluates a company’s social and ecological performance in the context of corporate rafings
by applying over 100 sector-specific social and environmental criteria. oekom research ensures that the ratings
are kept up fo date through regular update cycles. In order to make the evaluations transparent, oekom research
publishes not only criteria and processes but also important rating results. The sustainability rafing of the RZB Group
and of the RBI Group was rated at level “C+" for the first time in Decmber 2016, which means “Prime Status”.

VONIX

“ RBI AG has been listed in the sustainability index of the Vienna Stock
e @ Exchange - the VBV-Osterreichischer Nachhaltigkeitsindex [VONIX
Index) - for eleven consecutive years. This index includes those
VO N Ix domestic companies listed on the Vienna Stock Exchange that are
leading in terms of their environmental and social activities and
IN DE' 16/17 servicegs. The VONIX index, which was launched in June 2005, is
MEMBER one of the first national sustainability indices and demonstrates the

long-term benefit of sustainable business and investment. The VONIX
index is based on the measurement of enfrepreneurial activity. This requires a complex model with extensive
environmental and social exclusion criteria and positive criteria.

As part of an annual sustainability analysis, information on the relevant sustainability criteria is surveyed for all
domestic companies whose shares are listed on the Prime Market of the Vienna Stock Exchange. Publicly available
company information, individual company sources and other materials such as press releases or databases serve
as sources.

FTSE4Good

RBI AG has been included in the FTSE4-Good Index Series of the
London FTSE Group since 2015. The FTSE4-Good is a family of
indices that contains companies which undertake to comply with
globally recognized standards of corporate responsibility in the areas
of the environment, society and governance and are particularly
committed. This is measured on the basis of transparent criteria.

FTSE4Good
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Member 2016/2017 STOXX ESG Leaders

RBI AG is a member of STOXX® Global ESG Leaders. This family

oS
LY A ot indices contains a group of sustainability indices which are
STO) > find p of bility ind hich

ESG LEADERS INDICES

Awards

defermined by means of a transparent and sfructured procedure.

Austrian Sustainability Reporting Award (ASRA) for the best report by a

large corporation

Presentation of the ASRA award for first place to the RZB Group, © ASRA

The Sustainability Report of the RZB Group for 2015
was awarded at the Austrian Sustainability Reporting

. Awards in October 2016. In the category “Large

Corporations’, the RZB Group received first place
for the best sustainability report produced by an
Austrian corporation. The award is presented
annually by the Chamber of Public Accountants
together with the Institute of Austrian Certified Public
Accountants and other cooperation partners.

The RZB Group impressed the jury with its fransparent
presentation, the consistent continuation of the
stakeholder dialog and the selected key topics.

The clear relationship between the materiality analysis, the goals and the measures taken as well as the

informative fact sheet were also highlighted.

Econ Award - Silver

Silver Econ Award for the RZB Group, © wdw4friends

At the international Econ Awards for corporate
communication held by the publisher Econ Verlag in
cooperation with Handelsblatt Berlin, the RZB Group
received the silver award in Ocfober 2016 for its
2014 Sustainability Report “Fit for the future through
sustainability”.

The jury stated that the report’s exceptionally good
freatment of the topic of sustainability was the reason
for its selection. The report is excellently structured,
and the individual aspects are very well selected,
transparently presented and thoroughly substantiated.
The high priority the company places on sustainability
is credibly conveyed in this way.



CDP

Receipt of the CDP award 2016, © wdw4friends
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Only 193 of more than 1,839 listed companies
around the world secured a place on the CDP A-List
in 2016. The RBI Group is one of the two best
companies in Austria fo find themselves in this ranking
again. Moreover, the RBI Group has now been rated
the best Austrian company in the “Financials” sector
for the second time in a row.

Once a year, the non-profit organization CDP surveys
and evaluates the CO,, emissions of listed companies
on behalf of investors in over /1 countries. In order to
make it possible to compare qudlitative and subjective
facts in connection with the answers provided by the
companies, these facts are subjected to a points-based
evaluation system. The goal is to evaluate the degree

of maturity of companies with respect to their srategic alignment on climate-related issues. Only companies that can
demonstrate a score of at least 75 percent on the “leadership” level are given a place on the A-List.

Of 145 participating companies in the “Germany, Austria and Switzerland (DACH)" region, the RBI Group is
one of 19 companies to have been included in the A-List. In order to be added to this list, it is necessary for the
CO, reporting (Scope 1 and Scope 2] to be verified, no relevant CO, emissions to be excluded from the
reporfing and the companies to have sef themselves ambitious emissions reduction targets (either in accordance
with a science-based target method or the CDP A-List requirements). The RBI Group has been rewarded by CDP
for the fourth time in a row for the high standard in answering the questionnaire, which reflects a profound
understanding of the risks and opportunities associated with climate change.
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Human Capacity Report
r the RZB Group in

®
Austria in 2015

In November 2016, the Raiffeisen Banking Group (RBG) presented the first Human Capacity Report of any
multi-level banking group in the German-speaking countries. For the very first time, it surveyed the contribution made
by the RBG to the Austrian human capital base - the performance potential of employees as generated by fraining
and development - and ifs importance for the economy. The report was prepared on the basis of a comprehensive
questionnaire survey using verified data from 2015, together with the Economica Institute of Economic Research.
Alongside a comprehensive presentation of the economic footprint within the scope of the Added Value Report
in 2014 and the Environmental Balance Sheet presented in 2015, this Human Capacity Report - as the third
reporfing element - completes the documentation regarding the overall social significance of the RBG in Austria.

Here you can read an excerpt from the results of the Human Capacity Report in reference to the RZB Group in
Austria. For more information, you can find the entire Added Value Report of the Raiffeisen Banking Group under
www.raiffeisen.at (Uber uns — Sicher, regional, nachhaltig).

Within the Raiffeisen Banking Group, the RZB Group in Austria holds a key position with regard to the fopic of
human capacity. The goal of this report is therefore to identify the contribution of the RZB Group to the human
capifal base and illustrate ifs significance within the regional economy. First, the regional economic contribution
of the human capifal investments toward productivity and economic growth is investigated. Next, the employee
structure and the qualification profiles of the existing human capital are examined in greater detail, followed by
the productivity of the employees. Finally, the contribution to the quality of the human capacity in the form of
investments in preventive health care for the employees is outlined.

All of these analyses are based on a primary data collection campaign carried out within the RZB Group from
June to August 2016. This survey encompassed all employees of the RZB Group.

Human capital investments and their
contribution to productivity and
economic growth

The long-term, regional economic effects friggered by investments of the RZB Group in the human capital of ifs
employees are presented below. Targefed investments in fraining and development, qualification and life-long
learning not only impact the productivity of the individual employee and the company but also increase the
economic oufput of the entire province and ifs aftractiveness as a business location.

The literature confirms that, alongside innovation, human capital is one of the most important factors determining
economic growth. Occupational training and development increases productivity and the creation of added
value. To put it another way: Both the quality level and the {quantitative) fransformation of human capital resources
correlate posifively with economic growth. This is verified by drawing up a model of production functions in which
the human capital is divided into the categories of employees with occupational training and development and
employees without occupational training. Within this model, the intensity of the training at the company is depicted

in the form of training and development expenditures and investments per employee per year. The productivity of
the employees is measured as gross added value per hour of work. The result is a sef of functions that enable an
assessment of how elastic productivity is with regard to training and development expenditures and investments.
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Expressed in numbers, this means that an increase in the human capital investments of one percent results in an
increase in productivity of 0.7 percent.! Each euro invested in occupational training and development increases
the added value by € 3.60.2 Investments in human capital therefore have a stronger effect on the creation of
added value than investments in real capital.®

A total of around € 4 million was spent in 2015 on fraining and development measures for all employees of the
RZB Group in Austria. The average expenditure per employee amounted to € 921. This value is about 117 percent
above the average occupational development costs in Austria of € 425 (see graph below).*

Because the RZB Group carries out occupational fraining and development measures on an above-average
scale, its confribution fo productivity and economic growth in Vienna can be considered above-average as well.

Expenses for professional development per employee, 2015
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RZB Group in Austria Austria total

Source: RZB Group, Economica

If, instead of the amount of expenditures, one compares the number of training hours spent per employee on
occupational development, the value for the RZB Group is 112 percent above the Austrian average: Employees
of the RZB Group complefed an average of 21.2 hours of fraining per person in 2015, while the average for
businesses overall was only 10 hours (see the graph below).

! See Helmenstein et al. (2013), p. 18.
2 See Helmenstein et al. (2013), p. 52.
? lbid., p. 4.

4 Note: The data for “Austria total” come from the European survey of occupational training (CVTS4) by Statistics Austria and refer to the direct course costs for development measures. They date
from the year 2010 and have been adjusted for inflation up to the year 2015



39

Professional development in hours per employee, 2015

25
20 -
o
o
P
2
o —
g 15
o
@
2 10.0
2 10
5
o
<
i 13.2 -
5 =
55
0 T 1
RZB Group in Austria Austria total

Internal training hours M External training hours

Source: RZB Group, Statistics Austria, Economica

Note: The data for “"Austria total” comes from Statistics Austria and relates to the year 2010.

Itis also worth noting that over 60 percent of the development hours of the RZB Group were carried out infernally.
This means that more fraining hours were realized internally than the Austrian average of 55 percent across all
industries.

Attractive employer for clever minds

Particularly for young people of diverse educational and vocational training backgrounds, Raiffeisen offers an
attractive workplace with good prospects.

Among employees with terfiary degrees, i.e. a degree from a university or a university of applied sciences, the
RZB Group rates exceptionally well in Austria: 45.1 percent have a tertiary degree. By comparison, the average
in Vienna is only 28.1 percent and across Austria just 17.7.

This high share of terfiary degrees can be attributed primarily fo the male employees: the share of men with tertiary
degrees is 49.3 percent, significantly above the corresponding figure for women of 38.5 percent. Because almost
every second new hire (47 percent] is an academic, it is fo be expected that the share of higher degrees will
continue to grow in the future.
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Number of RZB Group employees with a tertiary level qualification, 2015
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Source: RZB Group, Economica

A gender-sensitive analysis of the data from the primary data survey also produces interesfing results. With a
share of 50 percent of employees, the RZB Group employs exactly as many women as men; however, calculated
by their working hours in full-time equivalent jobs, men make up a larger share of 53 percent. This is due to the
fact that the share of full-ime positions among women is 87 percent, which is lower than for men®.

Productivity of the employees

According fo the results of the 2013 Added Value Report, the RZB Group generates a gross added value of
€ 87,454 per employee. This contribution is considerably above the Austrian average of about € 80,600 of
gross added value per employee.

Gross added value per employee, 2013
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Source: RZB Group, Statistics Austria, Economica

* Calculated as the number of employees in fullime equivalents divided by the number of employees.
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If one considers the gross annual income per capita of management and non-management staff, it can be seen
that managers in the RZB Group earn on average just over twice (+114 percent) that of non-managers. A
comparison with data from the overall economy, however, shows that the income of managers is on average
2.7 times higher (+169 percent) than that of non-managers.©

Ratio of per capita gross annual income of managers to non-managers, 2015
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Source: RZB Group, Economica, Statistics Austria 2013 (the data of Statistics Austria used here relate to employees excluding apprentices)

Occupational preventive health care

Prevention pays - and the RZB Group is well aware of this. Since promoting health in the workplace is barely
addressed by the state (in 2012, state expenditures amounted to just € 1.51 per employed person”) and this
responsibility therefore lies with the company, the RZB Group spent an average of € 697.47 per person in the
year 2015.

Totaled across all employees, the RZB Group therefore spent approx. € 2.7 million on promoting health in the
workplace in 2015.

¢ Based on data from Statistics Austria on the gross annual income of non-selfemployed siaff (excluding apprentices) in the year 2013, broken down by career level.

7 In the year 2012, the sfate spent € 5.6 million on promoting health in the workplace. This value was divided by the number of acfive employees in 2012 according to the Statisfics Austria microcensus
survey of the workforce. See Federal Ministry of Health (2016), p. 37. The value for 2012 was adjusted for inflation up to the year 2015
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Expenses for health promotion through the RZB Group and public funds, 2015
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Public expenses for
occupational health promotion
per employee in Austria
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health promotion and prevention
per capita in Austria

Note: The figure for the RZB Group relates to the year 2015. The public expenses for health promotion in 2012 do not include any tertiary prevention in accordance with the OECD definition
(rehabilitation and treatments) and were inflationadjusted to 2015.

However, the measures for promoting health in the workplace should be understood not only in monetary values
but also in the diversity of the measures on offer which shows how intensively the topic of protecting the health of
human resources is addressed.

Around half the measures (46 percent) are focused on physical activities (see graph below), buf nufrition and

cholesterol levels also make up a significant portion of the measures at 35 percent. Other important components of
preventive health care measures address stress management (six percent), back pain prevention (four percent) and
weight control (four percent).

A number of additional measures also exist (grouped under other measures), such as vaccinations, vision fests and
eye fraining, preventive examinations and advice on ergonomically correct worksfations.



Occupational health promotion measures of the RZB Group in Austria, 2015
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physical activity

The following graph shows that the measures are utilized more heavily by women than by men.®

Take-up of occupational health promotion measures, by gender of the RZB Group
in Austria, 2015
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8 Gender-specific values were provided only for the health measures relating to physical activity, stress management and other.
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Responsible banker

As a "responsible banker”, long-tferm added value is our primary objective. Our products, services and processes
are aligned with it. We see our responsibility as following the three pillars of sustainability in the economic sphere,

in society and with respect to the environment. The core business is the most effective lever for sustainable
development. The RZB Group therefore believes that the granting of loans and investment of funds represent both
our primary responsibility and the most important fields of action for creating sustainable success. In all business
areas and products, the banking group strives to build long-term profitable business relationships while avoiding
social and environmental risks and embracing opportunities to improve environmental protection and social
standards. Furthermore, we strive fo make the sustainability effect in our core business clearly fraceable and
measurable.

Business strategy

The business strategy of the RZB Group is oriented around sustainability and a long-term perspective. Against o
background of changing conditions, however, this strategy requires constant crifical scrutiny and must be verified
fo ensure it remains valid.

The confinuous changes and challenges in the business environment of financial insfitutions (in particular more
stringent regulatory requirements, banking-specific taxes and politically motivated market interventions, the
continued low-inferest environment, new fechnological challenges and competitors) demand flexibility in the
adjustment of structures and business models. The RBI Group responded fo these developments with two important

strategic measures: the first is the transformation program begun back in February 2015, and the second is the
merger between RBI AG and RZB AG.

The goal of the fransformation program was to strengthen our capital base and to reduce our risk-weighted assefs,
which was accomplished af the end of 2016. The decision of the merger of RZB AG and RBI AG was made in
October 2016 and successfully concluded on 18 March 2017, with refroactive effect on 30 June 2016. This led to
a sfrengthening of the capital rafio, simplified decision-making structures and the elimination of redundancies (for
details, see the 2016 RBI Annual Report, page 12).

In 2016, RZB AG still operated as the central institute of the Raiffeisen Banking Group and holding company. RBI
AG viewed and sfill views itself as a leading universal bank in the CEE region and in Austria. Its business activities
include corporate business, financial services for private customers in CEE and its business with banks and other
institutional customers. The business model of the RBI Group is based on the following core competences:

* The RBI Group maintains and develops a strong and reliable brand, which serves as the basis for its business
model.

* The RBI Group offers comprehensive financial services to all private customer segments, utilizing in each case
the preferred sales and communication channels of the customer.

* The RBI Group is a reliable business partner to corporate and institutional clients and offers financial services in
line with international standards and closely tailored to the target region.

* The RBI Group is characterized by strong local ties, customer focus and long-term business relationships.

* The RBI Group utilizes the strengths of country-specific business strategies combined with central business
management strategies.

Some 14 million private customers, private banking customers and small businesses, around 90,000 corporate
clients {(medium-sized businesses, large local companies and international corporations) as well as about 8,000
institutional clients (banks, insurance companies, asset managers, sovereigns and public secfor organizations)
are served by the RBI Group. The RBI Group sees itself as a “financial adviser” to its customers, always keeping
the focus on their needs.
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Governance und compliance

The RZB Group places great value on responsible and fransparent business management, fo strengthen and
maintain the understanding and frust of its stakeholders. This is a prerequisite for the performance of our banking
group. The traditional Raiffeisen values are the foundation for this {see page 12) as is the group-wide Code of
Conduct {CoC]. long-term added value is our primary strategic objective.

Corporate governance

Corporate governance {CG) refers to the framework of rules and practices for managing and monitoring @
company, and is defermined by legislators and owners - in short, the principles of leading a company. The specific
structure is the responsibility of the Managing Board and the Supervisory Board.

Management and control that is aware of responsibility, qualified, fransparent and oriented to a long-term increa-
se in value are the goals of good corporate governance. Trust-based, efficient cooperation between the various
company bodies, protection of shareholder interests as well as open and transparent communication are central
guidelines for us in the implementation of modern corporate governance. As a publicly listed company, RBI AG is
commifted fo the principles of good and responsible company management as laid out in the Austrian Corporate
Governance Codex (in the version of January 2015) and has pledged to comply with these principles. The
compliance evaluation of the Corporate Governance Report according to § 243b of the Austrian Commercial
Code (UGB)| was carried out by KPMG Austria GmbH Wirtschaftsprifungs- und Steverberatungsgesellschaft
for RBI AG. In their conclusive report, they noted no cause for objections. (The report is available to the public at
www.rbinternational.com under Investor Relations/Corporate Governance/External Evaluation of the CG-Code.
With regard to the composition of the Managing Board and the Supervisory Board, including its committees,
please refer to the annual reports of the RBI Group and the RZB Group.

Openness and fransparency in communication with shareholders and interested members of the public is of great
importance fo RBI AG. Exfensive information is available on the internet and is regularly updated: Annual reports
and interim reports, company presentations, telephone conferences via webcasts, ad-hoc communications, press
releases, invesfor relations releases, share price information and data on shares, information for foreign investors,
the financial calendar with a large time lead for important dates, information on securities fransactions by the
Managing Board and the Supervisory Board (directors’ dealings), the articles of association of RBI AG, the
Corporate Governance Report, estimates of analysts, an ordering service for written information as well as a
sign-up option for automatic delivery of the “Investor Relations News" by email.

Code of Conduct

Our Code of Conduct (CoC) forms the basis for our practices, enshrining, among
other points, the avoidance of fraud, corruption, bribery, market abuses, markets
and money laundering and financing terrorism as well as the avoidance of any
conflicts of interest, upholding financial sanctions and securities regulations as well
as compliance with data protection standards and other sensitive issues (see
“Compliance”, starting on page 46). As a main component of our corporate
responsibility, it consciously goes beyond formal and legally ordained conduct and
describes how we deal with customers, business partners and employees. It ensures
compliance with the highest possible standards, which are based on moral concepts,
customer focus, professionalism, quality, mutual respect, initiative, teamwork and
integrity. Each of our business partners is also required to honor the CoC within the
framework of their bilateral business relafionship with us.

The business model of the RZB Group places people at its core. The Code of Conduct is a binding regulatory
framework which is applicable group-wide for all employees and can be found in the respective national language
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on all of the websites of the RZB Group. It is based on the fundamental Raiffeisen values and is oriented towards
the speciic requirements of everyday business at home and abroad. This includes observance of laws including
supporting the fight against money laundering and terrorism, implementing financial sanctions, prohibiting fraud,
corruption and bribery, as well as respect for the fundamental rights of employees and environmental legislation.

Ultimate responsibility for the CoC lies with the Managing Board of RZB AG, whose Chair is also the highest
authority on issues of sustainability. Operational responsibility for implementation of the CoC in all global group
units lies with the respectively competent management bodies. The division head responsible for compliance is
tasked with coordinating the activities in connection with the CoC. This person is also responsible for all issues
relating to compliance with selected legal requirements. In addition, all members of management are responsible
for ensuring compliance with the CoC in their own areas of responsibility. Third parties who are commissioned fo
work on behalf of or in the name of the RZB Group are also obliged to comply with the CoC. This also includes
all suppliers as well.

] The RZB Group also does not finance directly nor indirectly businesses, projects or parties in
which human rights may be violated. Our employees have been instructed to take information on
forced or child labor info account and, in case of doubt, to involve Compliance.

o

The CoC undergoes regular critical examination and is revised and adapted to improved standards as required.
A new version is currently in preparation which has the aim of increasing awareness within the group by means of
a clearer representation and through a broad consultation with the various stakeholders

Yerodl Furthermore, the RZB Group is one of the signatory companies of the UN Global Compact
LWL (UNGC) and is therefore committed to consistently complying with the ten UNGC principles of
! responsible business. These principles include the core areas of human rights, labor standards,

environmental profection and combating corruption. The concomitant aftitude of global

responsibility is expected of all staff and managers, as well as of partners and suppliers (see also page 12).

Compliance

16 s The RZB Group attaches great value to compliance with relevant regulations. We do not tolerate
LTl any form of corruption, money laundering, financing of terrorism, fraud or market abuse and work
! actively against such activities. A prerequisite in our business and operational practices is the fair,

ethical and legally compliant behavior of all members of our staff. Mechanisms for complying

with laws as well as internal or external codes of conduct are established in all countries in which the RZB

Group operates through our CoC and clear, detailed regulations contained in the Compliance Manual. The

compliance area has an important managing and controlling function in our company, particularly in the confext

of the development of group standards and their implementation. In fofal, three network banks have been fined
in the context of non-compliance with laws and regulations. For confidentiality reasons, the monetary value
cannot be mentioned.

Each new employee of the RZB Group must attend fraining courses dealing with the topic of compliance.
These cover, in particular, aspects of preventing corruption, market abuse and conflicts of interest as well as
appropriate measures and rules concerning internal reporting obligations. Defined groups of employees must
also attend refresher courses on a regular basis. In addition, there are numerous special training classes for
management staff and those sectors where there are particular aspects of compliance involved. The ferms of
the CoC apply worldwide, for all employees. In 2016, 44 percent of the Board and 43 percent of the B-1
managers as well as 40 percent of the B-2 managers, 51 percent of other management staff and 56 percent
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of employees without a management function were frained on the issue of preventing corruption across the
group.

Measures taken and activities to prevent corruption are guided by the principles of the Austrian criminal code
and the UK Bribery Act 2010. These include the obligation of the management staff of all units of the RZB
Group fo shape a corporate culture in which each and every form of fraud is unacceptable. Assessment and
evaluation of the risk of fraud fakes place periodically and is documented accordingly. Persons who provide
services for us are subject to due diligence. The relevant procedures for avoidance of fraud are communicated
clearly and put into practice effectively. Monitoring and review of these procedures takes place on a regular
basis. The Group's internal Anti-Corruption and Bribery (“ABC") framework was revised in 2015 and is now
even more strongly based on risk and prevention.

Each member of staff is obliged to report serious violations of the CoC - such as market abuse, fraud, theft,
embezzlement, bribery or corruption. This can be done in the form of an email to Compliance, a telephone
conversatfion with a Compliance employee, in writing or via an external telephone hotline run by a service
provider in the United Kingdom (group whistle blowing hotline). All allegations will be investigated. The group
reacted immediately fo previously reported occurrences of corruption. Appropriate disciplinary action is carried
outin accordance with group regulations, up to and including dismissal. We analyze our rules on a regular
basis in order to minimize the risks for the future as much as possible.

Discussions on the topic of better identification of all sectors exposed to economic crime are usually carried
out af Board level, or with the second level of management, and ensure appropriate awareness. The necessary
measures and on-going efforts fo provide in-depth training are implemented with the support of local
Compliance departments or the Financial Crime Management departments. These also play a key role in
avoiding corruption and anfi-corruption controls, as well as in business activities in sensitive areas.

Financial contributions or confributions in kind to political parties, politicians or related institutions are given
only in accordance with strict rules and with the approval of the RZB AG Managing Board. Clear regulations
in this regard are enshrined in the Code of Conduct and are monitored by Compliance.

The RZB Group has maintained an internal control system for years. The reporting procedures in the form of
directives for strategically important fopics are a central element and the basis for an effective interal control
system. These directives and instructions constitute our “company law”. They encompass the assignment of
approval authority for group and company directives as well as department- and division-specific directives,
process descriptions for the creation, quality inspection, approval, publication, implementation and monitoring
of directives as well as regulations for their revision and repeal.

The management of the respective group units is responsible for implementation of the directives. The
"Confirmation of Compliance” process is initiated each year. Within the framework of this process, 58 group
units must confirm that they have followed the relevant policies. If this cannot be entirely confirmed for individual
units, these units must create a roadmap of how the gaps will be closed. Monitoring of the compliance with
these group regulations takes place within the framework of audits by the group and local audit departments.
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Lobbying

Lobbying is defined as the deployment of suitable people within the company or independent companies to
influence public decision-making processes for the purpose of safeguarding or enforcing specific inferests in
respect of the public sector. We basically consider this to be advisable and legitimate in the process of democratic
decision-making and in matters of the execution of state regulations. This activity is subject to high standards of
fransparency, both for specialized lobbying companies and for companies that use their own employees - known
as corporate lobbyists - for lobbying activities. All members of the RZB Group are required to register lobbyists
who are active for them in the national lobbying register. In the RZB Group, lobbying work is carried out via RZB
AG as well as the “Fachverband der Raiffeisenbanken” (Association of Raiffeisen banks, part of the Austrian
Economic Chambers [WKO]). Accordingly, RZB AG is registered in the Austrian lobbying register.

At the EU level, RZB AG is registered in the fransparency register of the European Commission and the European
Parliament. This involves observation of activities by EU insfitutions with regard to possible impacts on the Raiffeisen
Banking Group (RBG), creation of networks and shared interest coalitions and specific research and preparation
of information on EU inifiatives and measures in the area of financial services that are of relevance fo us (e.g.
Basel Ill, deposit insurance fees, corporate governance). With its inclusion in the register, RZB AG is bound to
comply with the code of conduct of the institutions (European Commission/European Parliament). Our position
statements concerning consultations of the European Commission can be found on the website of the Commission.
At the national level, our position enters into joint position statements by the Austrian Economic Chambers, banking
and insurance section. (Membership of the Austrian Economic Chambers is mandatory.)

Corporate lobbyists of the RZB Group also undertake to observe the following points in their confact with officials.
They are committed to the fruth, and any information that they provide must be - to the best of their knowledge -
undistorted, complete, up to date and not misleading. They ensure that officials know who they actually are, that
they work for the RZB Group, and declare that they are entered in the lobbying register.

All lobbyists who work for the RZB Group obtain information exclusively by fair means and make decisions in a
fair way. They inform themselves about the restrictions on activities and rules on incompatibility that apply fo office
holders and comply with these restrictions and rules. They do notf tempt office holders to infringe the applicable
rules and standards of behavior and never exert unfair or inappropriate pressure on office holders. Clear rules
are defined in our Compliance Manual as well as the “Code of Conduct according to Arficle 7 of the Lobbying
Act”. Pursuant to Art. 7 of the Austrian Lobbying and Representation Transparency Act (LobbyG), more information
can be found on the RBI AG website at www.rbinternational.com under Investors — Corporate Governance —
Code of Conduct pursuant to art. 7 Austrian LobbyG.

The Managing Board of RZB AG is solely authorized to approve contributions to political parties, election
committees, party-affiliated organizations and political figures (politicians, candidates) for the entire RZB Group,
which are permitted only if the following conditions are fulfilled:

* The confribution does not violate any statutory regulations.
* The confribution is within the customary extent of the respective country.
* The confribution is not apt fo have any improper impact.

Such payments must be handled transparently, involving RBI Group Compliance. The transparency provisions
regarding party financing and lobbying in place since 1 January 2013, must be complied with and are
implemented in the Manag ing Board Office of RZB AG. Once again in 2016, the RZB Group did not make any
financial contributions or contributions in kind to any polificians, parties or affiliated institutions.
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Fconomic sustainability

In order for a corporate group fo prosper over the long term and survive, it must be capable of doing business
successfully as well as ensuring appropriate capital resources. The concept of group risk controlling comprises a
sustainability perspective that should ensure that the company has a sufficiently high core capital rafio af the end
of a planning period even if there is an unanticipated worsening of the macroeconomic environment (defails on

this can be found in the 2016 RBI Annual Report, starting on page 152).

The following tables provide an overview of the direct contribution of the RZB Group fo the economy.

RZB Group operating result (in million €)

2016 2015
Net interest income 3,218 3,623
Net fee & commission income 1,509 1,594
Net frading income 220 16
Other nef operating income Q6 100
Operating income 5,132 5,333
Staff expenses 1,522 -1,515
Other administrative expenses 1,214 1,277
Depreciation -375 -378
General administrative expenses -3,141 -3,170
Operating result 1,991 2,163

The following table shows the value contribution generated or paid by RZB Group for or to its most important
stakeholders: the owners, the employees, the economy and public authorities. “Investments in the Community”
have been reported separately since 2015.

Financial flows of the RZB Group to stakeholders (in million €)

2016 2015
Owners - Dividends 0 0
Employees - Wages and salaries 1,183 1,152
Economy - Investments und operating costs 1,210 1,274
Investments in the community 4 3
Public authorities 728 690
Income taxes (excluding deferred taxes) 281 276
Banking levies 174 140
Social security costs and staff-related taxes 272 275

Equity status as per December 31 9,794 9,296
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Key figures of the RZB Group, by segment (in million €)
Balance Change from Balance Profit/loss  Customers Business Employees Amounts
sheet total previous sheet total after taxes outlets  atreporting owed to
2016 year 2015 day  customers
Slovakia 11,388 1.5% 11,223 129 851,746 196 3910 8,981
Czech Republic 11,966 29.2% 9,265 109 613,901 142 3,158 8,415
Hungary 6,606 3.3% 6,394 53 540,189 72 1983 4,474
Reconciliation -468 126 -4 0 - - 0 0
Central Europe segment 29,492 9.7% 26,878 291 2,005,836 410 9,051 21,870
Albania 2,002 -5.6% 2,120 -33 751,313 81 1,291 1,694
Bosnia and Herzegovina 2,057 5.6% 1947 29 454,454 Q8 1,268 1,646
Bulgaria 3,350 2.6% 3,440 71 641,126 138 2,569 2,426
Kosovo 896 5.7% 848 59 312,842 52 731 3,283
Croatia 4,689 1.6% 4,616 17 449960 78 2,128 725
Romania 7,605 51% 7,232 104 2,110,244 480 5,322 5,797
Serbia 2,097 7.6% 1,948 52 704974 87 1,522 1,578
Reconciliation -1 -1 -31 0 - - 0 0
Southeastern Europe segment 22,694 2.6% 22,120 301 5,424,913 1,014 14,831 17,149
Belarus 1,524 51% 1,449 72 762,782 Q1 2,005 Q04
Kazakhstan 3 -79.4% 16 1 68 1 7 0
Russia 11,768 10.2% 10,676 316 2,364,821 181 7,742 8,509
Ukraine 1999 -19% 2,039 135 2,536,828 498 8,073 1,535
Reconciliation -3 1 -1 0 - - 0 0
Eastern Europe segment 15,291 7.8% 14,179 524 5,664,499 771 17,827 10,949
Group Corporates segment 15,201 9.6% 13,873 114 1 11,481
Group Markets segment 12,149 9.7% 13,461 51 237,330 5 2,274 2,159
Corporate Center segment 20,936 -23.3% 27,287 -33 0 465
Asia 852 -59.8% 2117 199 60 8 108 4
Poland 12,055 -16.9% 14,504 6 816,413 299 4,242 8,284
USA 262 -58.3% 628 -35 34 1 32 0
Reconciliation/Others 660 -58.4% 1,587 16 Q3 2 191 520
Non-Core segment 13,828 26.6% 18,835 244 816,600 305 4,573 8,809
Reconciliation 17728 0 22,207 -431 0 = = -1,044
RBI Group total 111,864 2.2% 114,427 574 14,149,178 2,506 48,556 71,538
Reconciliation RBI/RZB sub-group 399 147.5% 161 -45 - - - 0
Central insfitute and
specialized subsidiaries 23,876 -8.6% 26,120 21 n.a. 16 1 647 8.787
Other participations 2,198 22.0% 1,801 2 n.a. (0]
Reconciliation -3,489 -14.5% -4,083 -19 = 1 = =
RZB Group total 134,847 2.6% 138,426 533 n.a. 2,523 50,203 80,325
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Responsibility in the
core business -
Product responsibility

In the RZB Group, values such as trust, reliability and responsibility
with respect to society and the economy have always been
fundamental principles. The needs of the customers in this regard
coincide with Raiffeisen values. Our corporate philosophy is also
reflected in the quality of our products and services.

The RZB Group is committed to an outstanding service culture which
regularly seeks to exceed the expectations of customers. The goal is
fo serve customers as comprehensively as possible with financial
services in line with their needs, thereby building up longterm business
partnerships. Naturally, we only offer a service or product when we
have the necessary license, specialist knowledge and infrastructure.
Qur aim is always to strive for the best possible results for our
customers. We also ensure when making recommendations that
customers are adequately informed about the risks and that the
recommendations are given in an honest and fair manner. High-quality
consulting services as well as innovative solutions are a key prerequisite
for the successful implementation of this concept.

Retail customers stand to benefit, for example, from video call or
telephone advisory services, as well as sfate-of-the-art mobile banking
options. By means of these sales and support channels - alongside
around 2,500 business outlets, which remain the cenfral component
of customer service - customers are offered a broad product range
(e.g. current account packages, payment fransfer business, consumer
financing and mortgage loans) from which they can select the products
that best fit their needs. Particular emphasis is placed on fransparent
and customer-friendly solutions, as well as on a fast flow of information
and short decision-making processes.

For corporate and insfitutional clients, key emphasis is placed on
Group-wide sales and management tools with a focus on capital
and liquidity-efficient products (particularly frade finance, capital
market products and hedging of currency, interest rate and credit
risks, as well as payment transfer business). At the same time,
Group-wide product competence centers not only enhance efficiency
through the pooling of know-how but also facilitate customer access
to complex financing products (e.g. in the areas of project, real
estate and export financing or capital markef transactions).

By granting financial resources, banks have a significant lever to
actively shape sustainable development which is fit for the future. A
prerequisite for this is the consideration of environmental and society
standards and criteria within the core business of the bank. We
therefore strive to offer products that bring a specific benefit to society,
the environment and the real economy. Conversely, it is necessary o
minimize the range of products on offer which present a risk to society

© lighthouse photograph Stefan Mayr

Henrik Ohlsen, Managing Director
of "Verein fuir Umweltmanagement
und Nachhaltigkeit in Finanz-
instituten” [Association for
Environmental Management and
Sustainability, VIU)

“For a long time, sustainability was a rare
topic in the financial industry. Today, it has
found its way into the perspectives of the
classic business areas of banks, investment
companies and insurance companies.
Sustainable investment strategies, the
assessment of sustainability aspects in
investment and loan processes and the
promotion of ‘green’ classes of investment,
such as the ‘Green Bonds’, have become
increasingly common and improved
significantly in quality over the last year in
particular. According to the study ‘Global
Sustainable Investment Review 2016, for
instance, the global volume of sustainable
investments grew by 25 percent in the
period from 2014 to 2016. In the area of
‘Green Bonds', the market has even
doubled compared with the previous year
to reach a size of US$83 billion. Even
though the share of Green Bonds and
sustainable capital investments on the capital
market s still relatively low, companies in the
financial industry are expanding their
competences and services in this area.
Many companies have understood that the
integration of sustainability perspectives -
including within processes of the mainstream
business - enables more sustainable as

well as better-informed decisions.”

QUOTE



53

or to the environment. No products that are banned or the subject of public debate were offered or sold during
the period under review.

We place a special focus on continuously developing our products. This is ensured through group-wide product
competence centers. Our broad range of products and innovative banking solutions are important building
blocks for the high level of safisfaction and loyalty among our customers. The consistent development of our range
of products and services with a special focus on understandable and customer-friendly solutions as well as easy
access fo information, short decision-making paths and sustainable development will continue to strengthen the
position of the RBI Group. As part of this, infernal procedures will be standardized and the risk classification
process improved. In order fo expand the offering for cusfomers, we work continuously on the development of
innovative products. In the process, we pay attention to trends and developments on the market (see also “Other
sustainable products and services”, starting on page 72).

The RZB Group follows a standardized product infroduction process that applies fo all new products, product
combinations and variations throughout the enfire network. This is infended fo ensure that every product is offered
in an optimal form and all risks associated with a product are known.

Ecological product responsibility

13 o The RZB Group cares about the environment. For this reason, the financing of or participation in
fransactions or projects which threaten lasting environmental damage does not form part of our
@ business policy. The RZB Group is committed to complying with all applicable environmental
regulations in each country, with regard to ifs business operations and service sectors. It acts in an
environmentally-conscious manner and continually strives to improve its own environmental balance as well as

the environmental balance attributable to its product and services portfolio.

When making decisions, every employee must consider the potential risks posed by a transaction or project
that could lead to negative impacts on the environment. The risks range from endangering the environment to
the associated risk for the financing business as well as the resulting reputation damage to the Group. In addition,
it must always be ensured when auditing financing and projects that the company being financed is using the
funds in @ way that ensures compliance with the respective regional and EU environmental legislation as well
as with the international agreements on protecting the environment.

Carbon Policy

The RZB Group is committed fo promoting environmentally friendly technologies. The declared

fight against climate change, based on the climate agreement in Paris in 2015, has given impetus

to our ambitions in this area. We see this as a chance for new business fields, such as in the areas
of renewable energy, electric mobility, energy efficiency and resource management. The climate agreement
could drive investments in these areas and provide new impetus for innovation. We have therefore established
resfrictions on our own practices that apply across the entire RBI Group. For example, we avoid new thermal
coal mining projects and new business relationships with customers in the thermal coal mining segment or whose
revenues are more than 50 percent generated from thermal coal frading. Investments in the financing of coal
power plants are enfered info only on a selective basis and only if the project offers discemible positive
environmental impacts. We are siriving for a significant reduction in our involvement with thermal coal. Instead,
we sef priorities in projects associated with renewable energy.

Foreword

Human Capacity Report  Sustainability management  Overview

Fair partner ~ Responsible banker

Engaged citizen

GRI Index and Assurance statement



54

Social product responsibility

Per]  [he observance of human rights is a basic requirement in connection with all of the products and
services we offer. Specifically, we do not finance transactions that have anything to do with slave
or child labor or are in violation of the European Convention on Human Rights, obligations under
the labor and social law of the respective country, applicable regulations issued by internafional
organizations (including the relevant UN conventions) or the rights of local populations or indigenous people.

o

The RZB Group is not involved in business with products which can serve to suppress demonstrations or political
unrest or infringe on human rights in some other way. This is especially true for businesses involved in countries
in which political unrest, military conflicts or other violations of human rights are taking place or expected.

Considering the requirements and concerns of our customers also plays an important role for our company in the
shaping, sale and use of products and services. The security of our products and the security of our customers
are both of central concern to us. Along with access to relevant information regarding products and services, this
includes the verifiability of claims, explanations of the possible risks associated with products or services and
appropriate information on risk reduction. Where possible, we inform customers about the sustainability aspects
of our products. Any complaints which are brought to us are checked carefully and answered as soon as possible.
We also strive to provide comprehensively barrier-free access to our financial services for disabled persons.

Protection of customer data

The RZB Group views comprehensive protection for all data provided to or made available to the group
(concerning customers as well as employees) to be an important part of ifs business actfivities. Strict organizational
rules apply throughout the RZB Group for the collecting, storage, processing and sharing of such information
(insofar as permissible and/or necessary for the business activities), and compliance with these rules is regularly
monitored by Group Auditing. In addition, all data protection measures implemented and employed throughout
the RZB Group are aligned to the most current technical security standards.

The most important principles of the dafa protection measures applied within the RZB Group are:

* Classification of all data/information according to a fourlevel system, with appropriate (technical) authorization
required for read and/or write access even in the “standard” category 2 protection class.

* All read or write accesses are confinuously logged electronically, and this logging is even centralized in the
case of particularly sensitive classified data/information.

* Regular backup routines {on a daily basis for business-critical data/information).

* Technical security measures (such as network security and segmentation) to additionally regulate access to
data.

Instances of complaints relating fo violations of customer privacy and the loss of customer data are monitored in
all units. The reasons for the complaint or data protection violation are investigated, and necessary measures are
taken.

In financial year 2016, there were no substantiated complaints within the RZB Group in Austria regarding violations
of customer privacy or the loss of customer data. Within our network, a total of 39 such complaints occurred in
three subsidiary banks and two of our subsidiary banks experienced instances of data loss. All incidents were
investigated immediately, and appropriate counfermeasures were introduced.

The technical and organizational measures that have been in place since last year for implementation of the
General Data Protection Regulation of the EU, which will enter info force in 2018, are well underway and on
schedule.
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Responsible lending

The RZB Group is committed to responsible lending policies. This means that we seek to lend customers only as
much as their financial situation can bear. In accordance with our “Guidelines for avoiding the overindebtedness
of borrowers and for dealing with overindebted borrowers” [see also “Dealing respectfully with customers with
payment difficulties” on page 57), we strive to provide in advance the clearesf, most comprehensible information
possible concerning our loan products and to conclude agreements with our customers that contain equally clear
lending conditions. This includes an explanation of the entire process, the precise steps involved as well as the
responsibilities, risks and primary lending conditions associated with a loan agreement {in particular the costs of
the loan, repayment amount, precise deadlines, due dates and number of installments).

We strive fo prevent our customers from taking on too much debt by employing, among other measures, modern
creditworthiness procedures for the issuing of loans based on clearly defined assessment criteria. The risk of a
possible default should be avoided from the outset in order fo prevent our customers from suffering financial cuts
in their living situation and living standards. Subjective selection factors, such as gender or religion, play no role
when deciding whether to issue a loan. Before issuing the loan, the customer's creditworthiness is checked. We
strive for the greatest possible level of objectivity in order to reach an unbiased and transparent lending decision.
This is only possible if the customer provides all the necessary data and information. The RZB Group aims to offer
the customer a suitable and tailored offering based on the available information and results of the creditworthiness
assessment.

Lending policy and lending decision policy

Our business model is oriented around the high level strategic goal of creating long-ferm value. Responsible
lending is a significant component of this model. We achieve this with a lending policy that is based on confinuity.
We remain a fair and reliable lender to businesses with future prospects, even in difficult times. And we hold a
clear position regarding the handling of sensitive business areas.

The Code of Conductis part of our lending policy. All employees involved in lending are accordingly obliged to
act responsibly and also to carry out their supervising duties with great care. Likewise, the reputation of our group
must be con sidered in all activities and decisions. The executives of our company is responsible for compliance
with these standards in their respective areas of responsibility. Specifically, we are committed to not finance -
directly or indirectly - companies, projects or parties which use forced or child labor or which contravene the
European Human Rights Convention, the legal working and social obligations of the respective counfries, the
applicable regulations of international organizations and, in particular, the relevant UN conventions and rights of
the local population or indigenous people.

The financing of or participation in fransactions or projects which put the environment at risk (e.g. desfruction of
the rainforests or environmental and water pollution) is not in accordance with the business policy of RZB Group.
Our employees are required fo ensure that when auditing financing and projects, the company being financed is
using resources in a way that ensures compliance with the respective regional and EU environmental legislation
as well as with the international agreements on protecting the environment.

Furthermore, the RZB Group does not participate in the building of, or fransactions with, nuclear power plants

or their operators. Likewise, we are not involved in business fransactions involving weapons and other military
goods, or involving materials of repression in countries where there is, or is expected to be, military conflict or
political unrest. The RZB Group does not invest in companies that produce military goods or weapons. Financing
and other transactions with military companies are strictly restfricted. In addition, the RZB Group complies with
infernational standards on financial sanctions and trade restrictions. As previously mentioned, we are also a
signatory of the Global Compact of the United Nations (see page 12).

The credit portfolio of the group is controlled by means of the portfolio strategy. Lending in different countries,
sectors or types of products is thus limited which enables the concentration of undesirable risks to be avoided.
The risks and potentials of various industries are evaluated in individual countries based on an ‘industry heat map’
which allows potential environmental risks to be taken info account, among other things. On this basis, lending
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guidelines and limits for future structuring of the credit portfolio are developed.

Specific lending criteria for individual customer segments and countries are defined by credit committees, which
consist of representatives of the front office and back office areas. The composition varies depending on the
customer group for corporate customers, financial institutions, public authorities and retail. The credit committees
make all associated lending decisions within the framework of the lending approval process and the rating- and
volume-oriented assignment of responsibility (details on the loan decision process and the Credit Portfolio
Management department can be found in the 2016 RBI Annual Report, starting on page 153).

13 coure The lending decision process is carried out on a case-by-case basis, following standardized

principles and guidelines. As such, there is a clear personnel and functional separation between
@ the business activities and all risk management activities. In addition to classic hard facts and
numerous qudlitative criteria, our internal rating model incorporates an evaluation of the
management, which is responsible for adequate handling of environmental and social fopics within the
company. An evaluation is also performed as to whether an indusiry is subject to special environmental or
social risks, including human rights violations or health risks, and whether a potential borrower follows the
existing rules with regard to the environment, human rights and health. The agreed credit terms are also
assessed as standard as part of the annual analyses.

The rating model is validated on an annual basis with respect to the exisfing criteria in order to evaluate whether
the existing factors are sill sufficiently selective. Depending on the sfatisfical significance, a larger adaptation
is carried out every three years, if necessary. Group Compliance is responsible for all issues concerning
compliance with legal requirements.

The described group-wide standards apply to all group unifs, but these are also supplemented with local,
sometimes more stringent, infernal guidelines and policies by many of our network banks. They take into account,
fo varying extents, the social and environmental risk strategies of the respective bank, define sometimes higher
minimum criteria or define the exact procedure for compliance with all of the agreed-upon principles.

The standards of the Internafional Finance Corporation (IFC) and/or the Multilateral Investment Guarantee
Agency (MIGA) apply at seven network banks: Raiffeisen Polbank, Raiffeisen Bank Sh.a. in Albania, Raiffeisen
BANK dd Bosna i Hercegovina, Raiffeisen Bank Kosovo J.S.C., Raiffeisen Bank S.A. in Romania, Raiffeisen
banka a.d. in Serbia, Priorbank JSC in Belarus and AO Raiffeisenbank in Russia. These network banks all have
an Environmental and Social Management System (ESMS) and a corresponding Environmental and Social
Policy (E&S Policy). This policy describes the principles of the ecological and social risk management in the
bank, defines important roles and responsibilities for managing E&S risks as well as key elements of the E&S
risk man agement process. One E&S Officer is nominated by the Managing Board for each bank o be
responsible for proper implementation within that bank. All of the employees who are involved in the evaluation
of E&S risks receive appropriafe training.

The credit process ensures that all credit applications in the corporate customer area are reviewed in three
steps, in addition fo the usual credit and risk criteria.

1. Evaluation of whether the company is engaged in activities on the IFC Exclusion List.

2. Categorization of the environmental and social (E&S) risk level depending on the type, location, noficeability
and size of the project as well as the nature and scope of its possible environmental and social impact {low,
medium or high).

3. Social and environmental impact assessment (E&S due diligence) for all fransactions of high and medium
risk: Defermination of the environmental and social impacts and risks of a project as well as the determination
of whether it meefs the laws of the respective country and other policies of the World Bank and IFC.

Also included are performance standards regarding work and labor conditions, resource efficiency and the
avoidance of environmental pollution, public health and safety, land acquisition and forced relocations, retention
of biodiversity and sustainable management of natural resources as well as indigenous peoples and cultural
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heritage (see the IFC website ot www.ifc.org). The IFC and MIGA standards also include extensive reporfing
and moniforing requirements, which are carried out within the scope of “E&S Supervisory Visits".

More extensive standards are also applied in the credit business at other network banks. For instance, social
and environmental criteria for the credit assessment and limit applications apply af Raiffeisenbank (Bulgaria)
EAD. Target industries have also been defined for financing. These include health care, agricultural products,
the food refail frade as well as human resources and employment. At Raiffeisen Bank Aval JSC in Ukraine, the
analysis of social and environmental risks is also part of the decision-making procedure for the credit analysis.
In this process, the industry environmental risk is classified as high, medium or low according to its impact and
then categorized info one of three segments. This is done on the basis of historical data and general
developments in Ukraine.

Dealing respectfully with customers with payment difficulties

Dealing respectfully and sympathetically with customers who are experiencing payment difficulties is a natural
part of our banking operations. As soon as the RZB Group notices the first visible signs of payment difficulties,
assistance is provided fo the cusfomer with information and advice. Furthermore, it fries to find a suitable solution
for the situation at hand within the scope of its options and the financial situation of the customer. Our “Guidelines
for avoiding the overindebtedness of borrowers and for dealing with overindebted borrowers” are part of our
group-wide Compliance Manual.

If difficulties arise with servicing the loans, the RZB Group looks at each case individually and assesses how the
customer can be helped by means of deferments, payment holidays, credit restructuring etc. within financially
justifiable limits. In the event of payment difficulties, the RZB Group endeavors to work with the customer to find a
fair solution. In doing so, particular attention is paid to the changed circumstances of the customer. In the event of
a dispute, the RZB Group follows a fair and professional complaint procedure.

Customer satisfaction

The satisfaction of our customers and outstanding customer relationships are our top priority. These factors are
therefore measured regularly within the RBI Group, both in the refail and corporate businesses, in order fo enable
appropriate action when necessary.

In our business with private customers, small and micro businesses, customer safisfaction and service quality have
been measured fogether for a number of years. Various methods have been utilized since 2012 for gaining insight
info customer relationships, and these methods are subject to continuous improvement. In 2016, the “Net Promoter
Score” (NPS) of the RBI Group improved by 16 percent. The NPS is based on the following questfion: “"How
likely is it that you would recommend Raiffeisenbank to a friend or colleague?” The measurement is carried out
locally based on a uniform standardized method for the entire group. In addition, brand performance studies
make clear that most of our network banks achieve a level of performance that exceeds the market average. The
positive atfitude and consulting quality of the employees are among the most frequently listed reasons for a
willingness to recommend us. The results are used by each network bank individually and form an infegral part of
the performance management process, in other words, the internal quality evaluation of the employees.

The regular measurements of customer satisfaction and the customer experience are used to reflect on and analyze
changes. The increasingly popular digital channels have now also become an integral part of all measurements.
Results are evaluated immediately and corresponding measures put in place. A new, fully standardized method
for customer satisfaction figures was recently infroduced on the basis of customer safisfaction scores (CSS) and
customer effort scores (CES). In order to optimize the experiences of custfomers, it is first necessary fo know their
needs as well as their satisfaction with the type and quality of our efforts af the various points of contact with the

bank.
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We maintain a thorough picture of the customer experience by continuously collecting and analyzing data from
our end customers and employees at all points of sale. This includes service quality measurement, complaint
analysis, post-complaint satisfaction, waiting time analysis and mystery shopping as well as brand, fransaction
and cusfomer relafionship surveys. Each of these tools supplies different insights, which are used to continuously
improve the quality of our service and to implement measures that create additional value for customers.

Direct customer feedback is also an important indicator within the corporate business of RBI AG. On behalf of
the Raiffeisen Banking Group in Austria, IMAS International conducted a market survey in 2016 which focused
on corporate customers with € 50 million or more in annual revenue. This also corresponds to the corporate
customer segment of RBI AG in Austria. Compared fo the last study in 2014, cusfomer safisfaction has increased
slightly overall. In 2016, RBI AG also commissioned a study of large customers with annual revenue exceeding
€ 150 million that even more reflects the target customer profile of RBI AG. This study places RBI AG among the
leaders in almost all quality components and product segments.

We fundamentally view criticism and complaints by our cusfomers as an opportunity fo improve our products and
processes, reduce errors and increase the cusfomer benefits of our services. The importance of taking customer
complaints seriously is unquestioned throughout the group. The employees at our network banks therefore follow
a list of principles, the “Golden Rules’, contained in an open document that is regularly updated on the basis of
changing customer expectations. The Customer Experience head and a Managing Board member are responsible
for monitoring compliance with these principles on a monthly and quarterly basis within the framework of the
quarterly reports.

Awards

Our commitment fo customer safisfaction and the expertise of our employees once again eamed us

a number of accolades in 2016. By way of example, we mention awards from four infernationally

renowned financial journals here: “"EMEA Finance”, “Euromoney”, “Global Finance” and “The
Banker”.

For instance, the “Financial Times” journal “The Banker” as well as “EMEA Finance” named RBI “Bank of the
Year in CEE” and “Best Bank in CEE & CIS". For the sixth time in a row, RBI was recognized by “EMA Finance”
for the “Best Cash Management Services in Central and Easfern Europe”. A number of subsidiary banks were
rated as “Best Bank” or “Bank of the Year" for their respective countries in Albania (Global Finance, EMEA
Finance: “Best foreign bank”), Belarus (Euromoney, The Banker, Global Finance, EMEA Finance), Bosnia and
Herzegovina (EMEA Finance, Global Finance, The Banker), Bulgaria (The Banker), Kosovo [EMEA Finance,
Euromoney), Romania (The Banker, EMEA Finance: “Best foreign bank”), Russia (Euromoney, EMEA Finance:
"Best foreign bank”), Serbia (EMEA Finance, Euromoney), Slovakia (EMEA Finance, Euromoney, The Banker)
and the Czech Republic (EMEA Finance).

Global Finance also recognized RBI with the award “The Innovators” for its “Cash Management Billing System”.
EMEA Finance named RBI the “Best bank” and “Best investment bank” in Austria. The series of awards from
EMEA Finance for RBI's investment banking services and fransactions complete the picture, including the
awards for “Best sub-sovereign bond”, “Best Schuldscheindarlehen”, “Best corporate bond in CEE” and “Best
securitization deal in CEE”.
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In 2016, Raiffeisen in Austria was once again the most successful banking group in terms of customer shares,
both in the private customer as well as in the corporate customer segment.’ Regionality, security and sustainability
have been among the guiding principles of the Raiffeisen Banking Group since ifs founding. Especially during
economically challenging times, these principles have a special meaning. Security and trust are the most important
criferia when choosing a bank. With a value of € 1.84 billion, the Raiffeisen brand ranked sixth among all brands
according to the Austrian brand value survey carried out in 2016 by the European Brand Institute. Raiffeisen is the
undisputed number one in the Austrian financial services industry.

Complaint management

In implementation of the complaint processing guidelines for European financial insfitutions of the EBA/ESMA
committee (European Banking Authority / European Securities and Markets Authority), the RZB Group infroduced
a central complaint management system during the third quarter of 2016 and passed corresponding head office
and group Laws. We define a complaint as any type of expression of dissatisfaction directed toward the bank by
a person [natural or legal) with a specific demand regarding a specific fransaction, as long as this same demand
is not the subject of a pending process in a court or at a board of arbitration or of a decision already issued by
such a body. The central responsibility for complaint management lies with Group Compliance. In accordance
with head office law, it can be decided in cooperation with the departments that certain complaints will be
processed and resolved within the departments (in compliance with the prescribed process steps).

If an expression of displeasure - and therefore a possible complaint - is addressed to the bank or an employee,
this must be evaluated as to whether or not it qualifies as a complaint. If it does qualify as a complaint, it must always
be reported directly and without delay in the web-based complaint management system (IT system “Archer”).
The person issuing the complaint must then be kept informed of the receipt and handling of the complaint. It must
be evaluated and decided whether the complaint is justified. This decision is made by the person or department
responsible for complaint management. The result must then be documented in the system, and the person who
registered the complaint must be informed. The department responsible for processing the complaint must
investigate its cause.

The RZB Group does not consider customer complaints to be a burdensome nuisance; on the contrary, they are
seen as a welcome opportunity fo enhance customer loyalty to the bank through excellent handling. Furthermore,
they offer useful indications of potential for improvement. This aftitude is held by all employees, especially those
who come info confact with cusfomers. VWe want fo give customers the feeling that their issue or problem is being
taken seriously and that someone is personally working toward a quick and individual solution. Information about
the complaint procedure can be found on our website (www.rbinternational.com under Customer Relations —
Feedback and Complaints).

! Sources: GIK/FMDS 2016 and IMAS /Corporate Customer Survey 2016
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Responsible sales practices and marketing

As surveys consistently show, frust is af the top of the list when it comes

fo choosing the right bank partner. Since frust is based on honesty, it is
important to the RZB Group that its products and services are clearly and
fransparently communicated for all customers and stakeholders. That is
why we align ourselves with strict principles, which are intended to protect
customers, when advertising and marketing our products. False or
misleading information is taboo. Our goal is fo inform our customers as
far as possible in an easy-fo-understand manner. For recommendations,
our main focus of aftention is fo be objective and comprehensive. It is essential that the risks associated with our
products can be clearly demonstrated and explained fo the customer. During the period under review, violations
of regulations and voluntary codes of conduct in relation to information and labeling obligations for products and
services were identified af three network banks, and 14 relevant penalties were enforced. All violations that have
been classified as operational risks are monitored and controlled groupwide within the scope of the operational
risk management by the “Operational Risk Controlling” team as part of the “Integrated Risk Management”. The
incidents are recorded in a central database, the risk is evaluated, scenarios and acfion plans are analyzed and
early warning indicafors are developed.

In addition, we carry out promotions in accordance with the ethical and moral principles of the code of ethics of
the Austrian advertising industry, and we are committed to complying with quality criteria agreed jointly with the
advertising industry that extend beyond the statutory provisions. For this reason, the Raiffeisen Banking Group

(and therefore also RZB AG and RBI AG) have been awarded the Pro-Ethics Seal of the Austrian Advertising
Council.

The Pro-Ethics Seal is awarded for a period of two years. Companies are awarded for marketing measures
which reflect

* the ethical and moral principles of the code of ethics of the Austrian advertising industry (for ethics in advertising)
* the community social-ethical ideals of the communications industry (for self-regulation)
* and for standing up for freedom of advertising and against advertising bans in this form.

The marketing measures of the RZB Group, including the nationally and internationally advertising RBI AG as well
as the network banks in Central and Eastern Europe, all comply with the “Consolidated ICC Code - Advertising
and Marketing Communication Practice” published by the International Chamber of Commerce. This is to ensure
a transparent and fair market presence, one that is oriented to internationally recognized guidelines.

In addition fo protecting customers, our responsible markefing managers also ensure that only those marketing
activities which are in the interests of the company are actually carried out. Bribery and corruption are not to be
tolerated o any degree, and our strict compliance guidelines help us fo achieve this goal.

Infernational advertising and marketing campaigns of the RBI Group are exclusively developed and commissioned
by the marketing department of the Vienna head office. This department also evaluates and approves all local
campaigns by the network banks in Central and Eastern Europe by reviewing and approving TV spots, online
advertising, print boards, efc. before they are published.

The RZB Group values a functioning capital market and public confidence as being just as important as ifs
repufation as a professional player on the market. Any action which endangers this principle would have serious
consequences for both the RZB Group and the employees involved. The need for integrity also applies in the fight
for market share. This means that no unauthorized agreements should be entered into and that it is necessary fo
abide by the rules of fair competition and the standard international rules of market behavior (MiFID). There
were no complaints at the Vienna sites during the timeframe covered by this report. One network bank became
the subject of a court case in connection with anti-competitive behavior or monopolistic practices.



Sustainable financing

DEGENT WORK AND 13 CLIMATE
ECONOMIC GROWTH

We describe financing as
being “sustainable” when it
has long-ferm positive
effects on the real economy,
infrastructure and regional development, on society and social
affairs, the environment and climate, or on research, education
and innovation. With a majority of these financing projects, we
support targets as stipulated in the “Sustainable Development
Goals” (SDGs) within the scope of our capabilities as a financial
institution. In this regard, a particular focus lies on the efforts to
‘promote sustained, inclusive and sustainable economic growth,
full and productive employment and decent work for all” (Goal
8), "build resilient infrastructure, promote inclusive and sustainable
industrialization and foster innovation” (Goal @) and “take urgent
action fo combat climate change and its impacts” (Goal 13).

ACTION

Sustainable financing at the Vienna sites
(By RBI AG, unless otherwise specified)

Once again in 2016, numerous new business fransactions were
carried out in areas considered desirable from a sustainability
perspective.

Positive impacts on the real economy, infrastructure and
regional development

* Infrastructure and regional development:
One investment financing project for a Lower Austrian producﬁon
company is worth mentioning. Its purpose was to increase
efficiency in producing components for the energy sector
(generators and fransformers) .

* Public sector projects:
In the past year, RBI AG supported 197 insfitutes of the Raiffeisen
Banking Group in Austria in financing a total of 99 projects for
water supply facilities, waste water systems, schools and
kindergartens as well as similar public works projects with a value
of € 49 million. As a result, the total volume of new and existing
financing projects supported in 2016 was € 971 million.

Impacts on society and social affairs

* Health and sports:
In 2016, RBI AG, with joint support from the public sector,
financed the modemization of medical equipment af a hospital in
Vietnam, the erection of a radiotherapy and oncology center in
Tunisia and the revitalization of a hospital in Nicaragua, including
the installation of a thermo-solar cooling and warm water system,
in the form of development aid loans totaling approx. € 44 million.
This is possible under certain conditions in countries/regions which
have been classified by the Republic of Austria as worthy of
funding. The goal of such “soft loans” is fo contribute fo the

©RBIAG

Sabine Koszteczky, Global
Corporate Customers, Head
of Team “Telecom, Utility,

Technology” in Corporate
Customers, RBI AG

“In order to best satisfy the needs of our
customers, we consider the building of
long-term and sustainable relationships with
them fo be a matter of great importance.
We strive to ensure this through appropriate,
custom-tailored solutions as well as high
service quality. This service quality and
flexibility have always numbered among
our company’s strengths. In recent years,
sustainability has also steadily gained in
significance. This is true not only in the area
of customer relationships but also in
connection with the environment.
Sustainability has been firmly anchored
within our internal and external processes.
By taking these steps, we have acted in
accordance with developments throughout
the financial sector in that sustainability and
the conscious use of resources have been
accorded ever-increasing importance. For
itis the producing companies that fake a
sustainable and resource-conserving
approach which are acting in accordance
with the spirit of the time. Sustainability is an
integral part of our Code of Conduct,
guidelines that apply to all processes within
our company. This code has long since
established our commitment to promoting
environmentally friendly technologies and to
refraining from financing projects that pose

longterm risks to the environment.”

QUOTE
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sustainable development of the recipient country and, atf the same time, to promote the Austrian export industry.
Strict conditions and accompanying monitoring ensure that their use is sustainable.

Property and wealth accumulation among the population:

In recent decades in Austria, domestic building societies have co-funded the construction, purchase or
modernization of around 1.5 million residential units, creating living space for about four million people. In this
way, building societies have contributed to the broad accumulation of property and wealth as well as individual
financial security. A significant portion of this financing was provided by Raiffeisen Bausparkasse Gesellschaft
m.b.H., which serves approx. 1.7 million custfomers.

The financing services provided by this company for residential construction produced valuable impulses to the
domestic construction industry and economy. The topics of renovation, energy efficiency improvements in existing
structures and energy-efficient construction have gained importance here. Raiffeisen Bausparkasse Gesellschaft
m.b.H. assists its customers in implementing such projects with an extensive range of free information services.

Art and culture in the public space:

In addition fo the consideration of “Quality Living”, the new real estate projects of “Raiffeisen WohnBau", a
brand of Raiffeisen-leasing GmbH, highlight an additional sustainability aspect in the form of “Art and Living".
Young and accomplished artists are given the job of shaping the entry area and exterior spaces. Each work
of artis a special production tailored to the respective building and intended to welcome residents and visitors
alike. The artworks are presented in such a way that everyone can experience them fully. Modern definitions
of sustainability encompass not only the three classic pillars of economy, environment and society, which have
already been implemented in the “Quadlity Living" residential projects, but also the aspect of art. The promotion
of artis an investment in the future. Artists, as seismographs of society, help sensitize people to current
developments that affect all aspects of co-existence. The goal here is to support arfistic projects in a way that
extends beyond isolated sponsoring and decoration activities.

Art and Living: Michela Ghisetti “Emotional Light” in Vienna 6, Garbergasse 9, Art and Living: Josef Marsteurer '/--(between)/" in Vienna 18, Theresiengasse 53-55,
©lIrene Schanda © Irene Schanda

Impacts on the environment and on the climate
* Renewable energy:

The total volume of financing by RBI AG in the category of “renewable energy” during the past
year was € 174 million. This included two biomass-fueled thermal power plants in Austria and
Romania, a small hydroelectric plant in Austria, a solar park in Romania and another in Spain as
well as wind farms and wind farm portfolios in Austria, Germany, France, Spain, Poland, Romania,
Bulgaria and Turkey. The tofal output of these projects co-financed by us amounts to 1941 gigawatt-hours.
This corresponds to about five times the end user electricity consumption in Austria in 2015 or the average
energy consumption of around 440,000 Austrian households. {Data source for base data: Stafistik Austria)



* Energy efficiency:

63

Together with the European Bank of Reconstruction and Development (EBRD), a new tranche of financing
equivalent fo approx. € 73 million was arranged for the conversion of a heat and power cogeneration plant to
a gas-fired plant operated primarily with exhaust gases. The swifch from coal fo gas is intended to lower

annual greenhouse gas emissions by up to 200,000 tons of CO

, and will bring the plant into compliance with

the environmental requirements of the European Union as laid out in the Industrial Emissions Directive.

Quality Living: Wien 19, KrottenbachstraBe 190, © Andreas Buchberger

F |

In the course of the implementation of its residential
construction projects, Raiffeisen-leasing GmbH
makes the topic of energy efficiency a priority within
the framework of its own award “Quality Living".
The buildings are planned and built to be as energy
efficient as possible and are also served by an
infelligent and efficient energy supply and control
system. This can be seen in the example of the project
at Kroftenbachstrasse 190, which is supplied with
energy by means of a highly complex geothermal
supply system that is optimized for energy efficiency
in the provision of heat and warm water as well as
cooling. For instance, the low femperatures captured

in winfer with the geothermal brine pipes are used for free cooling during the summer. This allows the residential
unifs to be conveniently supplied with high-quality cooling in an efficient and environmentally friendly way without

any restrictions on the users.

Alternative mobility:

A financing project amounting to € 18.5 million was carried outf to encourage a shift from road to rail for the

fransport of goods.

In recent years, Raiffeisen Leasing GmbH has been able to accumulate significant expertise in the area of
alternative drive technologies. This know-how benefits not only the environment but also the customers, who
are supported in making the switch to electrically driven vehicles through advice on subsidies and assistance
with processing the associated applications. The company is a pioneer and market leader in the field of
electric mobility, and its portfolio currently includes financing of around € 35.8 million for all-electric vehicles.
Beyond that, Raiffeisen Leasing GmbH is represented in all significant model regions (such as “e-pendler in

"o

niederésterreich”, “e-mobility on demand”, "E-LOG Klagenfurt” or “Grofraum Graz") as well as with “lighthouse
projects” in electromobility across Austria. The goal is fo initiate visible projects implementing ambitious
approaches and innovative developments to make electromobility more atiractive to the masses by promoting

and developing the associated infrastructure.

Emission reductions:

Investment financing in the amount of € 11.2 million was provided for new, environmentally friendly buses for
regional fransportation. The vehicles are equipped with particularly clean engines (EURO 6 emissions standard)
and special soof parficle filters. The exhaust gas cleaning is based on SCR technology, and noise levels can
also be reduced. In addition, an overall decrease in private fransportation can be achieved through the use of

the buses.

* Susfainable real estate financing:

The overall portfolio of RBI AG in sustainable real estate financing currently amounts to approx.

€ 418 million. The sustainability certifications include Blue Card, OGNI, bauXund, DGNB Gold,

LEED Silver, Gold and Platinum, Green Globe, Green Key and BREEAM. The various projects

focus on aspects such as energy efficiency, avoiding motorized private transportation, renewable
energy sources, comfort criteria, safety, construction site management, life cycle costs, capacity for alternative
uses, use of environmental products, water efficiency, integration and infrastructure, integral planning, energy

monitoring and building operation.
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Impacts on research, education and innovation:

* Research and science:
Within the framework of a research and development project, € 60 million was invested in the further development
of drives for the purpose of hybridization, electrification and reduction of emissions and fuel consumption, with
€ 25 million financed by us. We also financed a research project for the development of polyolefin recyclate
material for high-quality uses and international fechnology leadership.

* Training and development:
Softloans totaling approx. € 11 million were provided in Tanzania and Cameroon for the erection of a fechnical
fraining center and a vocational fraining center.

Sustainable financing at the network banks
Central Europe (CE)

In Poland, offerings by Raiffeisen Polbank on the loan market include a de minimus guarantee within the framework

of a government program managed by Bank Gospodarstwa Krajowego (BGK], the state development bank of
Poland. Micro, small and mediumsized entities are supported in this way through improved liquidity. The portfolio
of Raiffeisenbank Polbank in the area of renewable energy encompasses 17 wind farm projects with a total volume
of approx. € 102 million.

In Slovakia, Tatra Banka, as. financed four new renewable energy projects in 2016. The projects are sfill in the
construction phase and encompass a financing volume of approx. € 8 million. Tafra banka, a.s. also offers business
loans from resources of the European Investment Bank (EIB| for improving the energy efficiency of buildings,
industrial plants or infrastructure to small business owners, property managers or apartment buildings as well as
to small cities and municipalities and energy service companies (ESCO). The overall portfolio of renewable
energy projects amounts to approx. € 209 million and consists of over 100 individual projects.

In the Czech Republic, Raiffeisenbank, a.s. financed five new solar energy plants in 2016 with a total volume of
€ 57 million as well as a residence for seniors in the amount of approx. € 5 million. In addition, Raiffeisenbank,
a.s offers green loans to SMEs with the support of the European Investment Fund (EIF). Preferential financing is also
offered for agricultural land. The tofal financing volume for renewable energy amounts to approx. € 415 million
for 30 projects.

In Hungary, Raiffeisen Bank Zrt. financed a solar power plant in 2016. Overall, the portfolio encompasses five
renewable energy projects in the amount of approx. € 30 million.

Southeastern Europe (SEE)
In Albania, Raiffeisen Bank Sh.A. provided financing totaling € 17.3 million for six renewable energy projects.

At Raiffeisen BANK dd Bosna i Herzegovina, small and medium-sized entities receive funding through the “EBRD
Funding Energy Efficiency and Renewable Energy Program in the Western Balkans” for projects in the areas of
energy efficiency in buildings or renewable energy. Five smaller renovation and replacement investments for the
purpose of energy savings were also financed. The overall portfolio for renewable energies totals € 3.6 million.

Raiffeisenbank (Bulgaria) EAD offers four programs aimed at encouraging desirable investments: the “KIW Energy
Efficiency Program”, the “EIB IIl Energy Efficiency Program”, the “BEERECL - Bulgarian Energy Efficiency and
Renewable Energy Credit Line" and the “EBRD BEECIFF Energy Efficiency Program and Green Economy”. All
programs aim fo increase energy efficiency, investment in renewable energy sources including wind, solar,
geothermal and hydropower and the verifiable reduction of energy consumption and CO, emissions. Also in
2016, the bank financed three wind power plants in northeast Bulgaria, near the Black Sea, and one hydropower
plant in the Blagoevgrad region with a total capacity of about 56 megawatt-hours. The total of all renewable
energy financing projects was approx. € 8.6 million.
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Raiffeisenbank Austria d.d. in Croatia offers several programs for financing socially and /or ecologically desirable
investments. For instance, there is a low interest rate loan by EIB for SMEs, since these are viewed as the engines
of the domestic economy. In addition, there are two credit lines available in cooperation with the EBRD (European
Bank for Reconstruction and Development): the “EBRD WiB Line” (Women in Business Line) for the promotion of
entrepreneurship among women and the “EBRD Credit Line MSMEs’, which aims at supporting micro, small and
medium-sized entities in their banking activities. Cooperation also continues with HBOR (Croatian Bank for
Reconstruction and Development), in which preferential financing arrangements are offered for projects aimed
at protecting the environment and increasing energy efficiency. The “EIF First Loss Portfolio Guarantee” program
from the EIF to boost lending to SMEs is also worth mentioning. Raiffeisen Factoring d.o.o., the factoring subsidiary
of Raiffeisenbank Austria d.d., as well as Raiffeisen leasing in Croatia also offer EBRD credit lines to small and
medium-sized enterprises. The prerequisite is compliance with the EBRD environmental and social standards, the
exclusion list as well as an annual environmental and social report. In addition, favorable real estate financing is
provided for buildings with high energy efficiency or investments for improving energy efficiency. The financing
portfolio for renewable energies amounts to € 11.8 million.

In Romania, Raiffeisen Bank S.A structures financing with the goal of promoting investment in environmentally
friendly projects. This includes, for example, financing the construction of an environmentally friendly landfill site.
This resulted in improved wasfe management in a region of poor infrastructure. There was also one noteworthy
financing project in the area of health: The expansion of the existing oncology polyclinic and the purchase of
radiotherapy equipment were made possible by a long-term loan from Raiffeisen Bank S.A.

In the area of sustainable real estate, the bank is participating in financing projects with a fotal volume of approx.
€ 76.1 million, including a BREEAM-certified class A office building in Cluj-Napoca and the financing of a class
Aindustrial building, for which an environmental problem on the neighboring property was first resolved through
the revitalization of a former landfill site. Additional projects included the revitalization and renovation of a historic
building as well as the development of a shopping center that helped improved local supply and also included
15,000 m? of green space. The entire renewable energy financing portfolio amounts here to approx. € 99 million.

In Serbig, Raiffeisen banka a.d. places EIB lines on the market. Their use requires compliance with specific
environmental requirements and the EIB exclusion criteria with the objective of supporting local small and
medium-sized enfities. In 2016, a class A office building with LEED certification was financed with € 12 million.
In the area of renewable energies, the overall portfolio totals approx. € 16 million.

Eastern Europe (EE)

AQ Raiffeisenbank Bank in Russia can once again point to projects with positive effects on health and social
welfare. Examples here include the financing of five homes for the elderly for a company specialized in providing
high-quality care for seniors and financing for a company that produces medications for such diseases as cancer,
HIV and tuberculosis. The renewable energy portfolio fotals approx. € 66 million.

In Ukraine, Raiffeisen Bank Aval JSC offers “partnership programs” which make it easier for small and medium-sized
companies to access favorable funding for the purchase of agricultural raw materials and operating materials.
This contributes to the development of the Ukrainian economy and thereby supports improved prosperity in many
areas. Raiffeisen Bank Aval JSC also has a small renewable energy financing portfolio of € 1.7 million.
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Sustainable investment products
Raiffeisen Bausparkasse Gesellschaft m.b.H.

Building societies stimulate the economic cycle through savings and financing, thereby enabling the construction
of residential projects that are also of benefit to subsequent generations. The core co-operative principle of
Raiffeisen is expressed very clearly here: One group saves for the financing of residential construction, renovation,
fraining and care for others who currently need this financing. The savers profit from the secure investment of their
assefs as well as the government incentives and can also be certain that their capital is being invested in useful,
sustainable projects.

Raiffeisen Kapitalanlage-Gesellschaft m.b.H. (Raiffeisen KAG)

The sustainable handling of customer deposits at RBI AG continues to be mainly effected by Raiffeisen KAG,
which offers securities and real estate investment funds as well as investment management products to institutional
and private customers both in Austria and abroad. The focus is on Austria as well as, increasingly, in Italy, Germany
and - although still af a low level - the network banks in Central and Eastern Europe. Raiffeisen KAG is a leading
asset manager in Austria, with @ managed fund volume of € 28.3 billion and a market share of 16.9 percent
(according to stafistics from OeKB). If advisories (mandates to third parties) are included, the managed volume
totaled € 30.3 billion at the end of 2016. Around € 1.1 billion is managed in the business area of asset
management for premium private customers.

13 coue In 2002, Raiffeisen KAG issued the first investment funds with ethical /sustainable criteria

(“Raiffeisen-Ethik-Aktien”, today the “Nachhaltigkeitsfonds-Aktien”). Subsequently, the offer of such
@ funds was progressively expanded and built into a consistent product range (see the table on
page 67). This product portfolio includes refail investment funds as well as mandates (special
funds) that explicitly give significant consideration to the ESG criteria (environmental, social and governance).

Sustainable investment
The volume of sustainable investments in 2016 rose compared with the previous year by approx.
60 percent fo more than € 1.8 billion, partially through growth and partially through the
establishment of new funds or the inclusion of existing funds in explicit sustainability criteria.

The share of these sustainable investments in the total volume of Raiffeisen KAG is currently 6.2 percent.

In recent years, Raiffeisen KAG has strongly pushed the fopic of sustainable development and expanded its
product portfolio in this area and now offers four sustainability funds (refail investment funds) with differing
risk-yield profiles - from global investment equity funds to two mixed funds with different levels of share ratios
to a purely (short-term) bond fund. In addition, there are funds with a specific orientation, such as Green Bonds
(pension funds) and ESG-Momentum (European shares), and a well-established pension fund with mainly
Austrian government bonds that focuses primarily on extreme reliability (Raiffeisen Austria-Rent) alongside the
ESG criteria.
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Sustainable funds of Raiffeisen Kapitalanlage-Gesellschaft m.b.H. Volume (€)
Retail investment funds and major investor funds

Raiffeisen-Nachhaltigkeit-ShorfTerm 429 million
Raiffeisen-Nachhaltigkeit-Solide 48.9 million
Raiffeisen-Nachhaltigkeit-Mix 319.5 million
Raiffeisen-Nachhaltigkeit-Akfien 72.8 million
Raiffeisen-Nachhaltigkeit-Momentum 39.8 million
Raiffeisen-GreenBonds 47.5 million
Other retail investment funds

Raiffeisen-Osterreich-Rent 381.0 million
Raiffeisen-Global-Aktien 494.7 million
Special funds and mandates (partly abroad)

R Ethik Rentenfonds 122.7 million
Valida Aktien Nachhaltig 1 127.5 million
Valida Anleihen HighYield N 1 51.2 million
VBV ESG-Momentum 30.6 million
BfS Nachhaltigkeitsfonds Green Bonds 39.7 million
BfS Nachhaltigkeitsfonds Ertrag 39.0 million
Other major investment funds

Raiffeisen 305 - Non-Euro Equities 17.2 million
Total 1,875.2 million

Status: December 31, 2016

Strict exclusion criteria are defined for management with regard to these dedicated sustainability funds (refail
investment and special funds), such as the violation of human rights and labor rights, atomic energy, weapons,
green genefic engineering, violations of the Global Compact and other ethical principles (e.g. gambling, alcohol
and the use of human embryos in research). Based on this, a high degree of responsibility and future viability was
spoflighted in the investiments {own and foreign capital of enterprises and analog states) by specific ESG research.

To ensure compliance with the sustainability criteria and the sustainability process, both the criteria framework
(extrafinancial exclusion criteria) as well as the sustainable quality {combination of data from two sustainability
research agencies and our own data) are updated on a monthly basis. The “sustainability universe” that results in
this way can be modified based on ad hoc events. The internal limit testing (“pre-frade testing”) and the reporting
of any limit violations takes place in the asset management system on the basis of this data. The external fund
audit provides further assurance on an ex post basis of the applied framework of criteria.

The development of demand in the retail segment remains very sfrong. The volume of the six public retail investment
funds listed in the table increased during 2016 by over 50 percent, and the establishment of further sustainability
funds is planned for 2017 as a result. Progress continues to be made in expanding the infegration of ESG principles
fo all funds.

The ESG activities go beyond the product line of sustainability funds. For all retail investment funds, for example,
a commitment has been voluntarily made in recent years to exclude investments in agricultural commodities and
livestock, as well as controversial weapons, and compliance with this commitment is reviewed regularly. This
equally applies to the funds being managed by the partner Investec Asset Management, London (management
of global equity funds). Investec is also a signatory to the UN PRI and other initiatives relevant to ESG.

As ifs most recent step in this direction, Raiffeisen KAG joined the “Montreal Carbon Pledge” in 2015, an initiative
of the UN PRI {United Nations-supported Principles for Responsible Investment] dedicated to disclosing the CO,
footprint of investment funds. Climate change has increasingly focused discussions of responsible business activities
on a withdrawal from investments in companies focused on fossil fuels (“fossil divestments”). As a result, 2016
saw an exclusion of companies whose business consists predominantly of the supply or use of coal.
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Of the funds managed directly by Raiffeisen KAG (€ 22.3 billion), the three exclusion categories - controversial
weapons, agricultural commodities and coal - are taken into consideration in over 80 percent of the managed
volume, in other words, in all retail investment funds and nearly all special funds. Restrictions apply only in the
case of umbrella funds containing third-party funds.

The goal of continually enhancing sustainability in the core business is ensured by a dedicated “Sustainable
Investments” team together with a group of specialists within the Fund Management department. Close
coordination between this department and other areas of Asset Management ensures ongoing expansion and
dissemination of sustainability know-how within Raiffeisen KAG. This is reflected not least in our active commitment
in the sense of exercising our right fo vote or actively communicating with listed companies on ESG issues. In
2016 - similar to the previous year - 196 active engagements with companies we are invested in took place
and 78 votes were cast either directly at Annual General Meetings or via specific platforms. Another result of the
intensive involvement with ESG topics is the publication of newsletters - in 2016, there were five - addressing
specific questions of sustainable investment, most recently the topics of coal, regionality and urbanization, for
example.

Furthermore, Raiffeisen KAG has been an active member of the Sustainable Investment Forum, the professional
association for sustainable investment in Germany, Austrig, Liechtenstein and Switzerland since 2009 and, since
2007, a member of the Raiffeisen Climate Protection Inifiative. This was the beginning of a growing involvement
with an overall infegration of sustainability info the asset management business. The UN PRI was signed in 2013,
while, at the same time, the management competence and capacity was expanded as a significant step toward
the integration of sustainability elements info the total investment, initially on the basis of KAG publicly offered
funds (retail funds). Additional information systems were also purchased and integrated for the increased infegration
of ESG research.

Other memberships include the “CDP" or “CDP Water” (Carbon Disclosure Project, a non-profit organization
with initiatives in the area of climate-damaging greenhouse gas emissions and water consumption) and in the
Green Bond-related initiatives “Investor Statement re: Green Bonds & Climate Bonds” as well as “Green
Infrastructure Investment Coalition”. Membership in these initiatives is a very acfive one. Raiffeisen KAG regularly
tokes the impulses and information if receives there on board, while, at the same time, it shares its own experiences
in the day-to-day sustainability investment business. These initiatives also usually include the (further) development
of standards which improves the comparability and the impact of sustainable investing.

Sustainability philosophy and investment processes

Raiffeisen KAG's sustainability philosophy, as it is implemented in the sustainability funds, consists of three main
elements: The first is the expanded information base that comes from the consideration of sustainability. Taking
info account extrafinancial information - in addition to fraditional financial criteria - leads to a larger data set for