5. Environmental issues

Environmental protection, sustainability
and the goal of eco-efficiency are material
issues for Banca March. The Group works to
ensure the sustainability of systems, while at
the same time seeking to raise awareness of
environmental issues among its employees
through training.

To succeed, Banca March sets guidelines
to reduce and offset the environmental

A4 BancaMarch

impact of its activity, optimise the Group’s
environmental management and raise
awareness and train its main stakeholders in
good environmental practices.

The Group’s environmental management
is built around responsible purchasing,
efficient consumption, energy efficiency,
waste treatment and recycling and the
reduction of polluting emissions.

Environmental issues
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5.1. Pollution

The activities carried out by Banca March
have never generated a significant degree
of atmospheric pollution, apart from that
caused indirectly by the consumption of
electricity. It is therefore a non-material
issue for the Bank.

As its services are predominantly financial
in nature, Banca March does not generate
any relevant light or noise pollution, so no
information is included in this regard.

A4 BancaMarch
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5.2. Circular economy and waste
prevention and management

While the circular economy is also a non-material
indicator due to the Group’s activity, Banca March
has implemented measures for prevention, recycling,
reuse and other forms of waste recovery and
disposal.

Reduction of paper consumption

As a measure to reduce paper consumption, Banca
March is looking to digitalise, over the coming
years, all types of documents it handles. The Bank
has implemented the digital signature of contracts,
online certification and online financial reporting,
which also covers documents generated by the
branch network.

A4 BancaMarch

To this end, all of the Group’s printers have been
replaced with more efficient printers.

Banca March encourages the responsible use

of email and has provided its staff with useful
advice and other measures to ensure efficient
communication. Banca March has also been
championing the use of the virtual mailbox system
in order to go fully paperless in its communications
with customers.

The Group’s subsidiaries are also heavily involved in
the Group’s commitment to go paperless.

March RS uses digital signatures on documents and
contracts. All its corporate centre printers have been
deactivated.
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Moreover, March AM has implemented a
paper reduction plan until 2023 that aims
to change policies for printing, recycling,
receiving information and sending data.

Reduction of toner
consumption

Due to the reduction achieved in the

use of paper, there was also a significant
drop in environmentally unfriendly office
supplies such as toners, ribbons and colour
cartridges.

Banca March runs a scheme whereby

boxes containing used consumables can

be requested and subsequently collected.
The initiative, known as LCCP (Lexmark
Cartridge Collection Program), also provides
the Bank with useful information on where
exactly the consumables are used, the
number of consumables and units collected
from each location, the contribution of

A4 BancaMarch

each location to the total, the total kilos
of recovery material collected, and the
distribution or reuse by type of material.

Banca March takes action to promote
sustainable practices in its interaction with
customers, such as providing bags made of
wood fibre certified as sustainable or issuing
cards made from recyclable plastics.

Waste management at the
Group

The circular economy is an issue that Banca
March contributes towards through its ESG
endeavours. Banca March has implemented
measures for the prevention, recycling,
reuse and other forms of waste recovery and
disposal.

To champion the circular economy, Banca
March invites customers to hand in their old
cards in branch so that they can be reused.

Environmental issues ‘

Both credit and debit cards have a seal
that allows consumers to identify them
as sustainable. The badge certifies

that they have been analysed by the
Mastercard DigiSec Lab, which heads

up the Priceless Planet Coalition, to
confirm that the materials and processes
used in their production meet a set of
minimum requirements regarding energy
consumption, carbon footprint, sustainable
material use and waste generation.

Meanwhile, Banco Inversis has digitalised
certain cards for internal use, thus helping to
reduce plastic card waste.
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5.3. Sustainable use of resources

Consumption of raw materials at Banca March

Supplies 2022 2021 2020
Paper consumption Pack 500H A4 24,097 10,480 10,745
Paper consumed per employee Pack/employee 12.7 57 5.8
Toner consumption Units 2,661 1,760 1,674
Toner consumed per employee Units/employees 1.40 0.96 0.90

The paper consumed by Banca March Group
bears the EU Ecolabel, which is validated by
SGS services. It also meets the requirements
of ISO 9001, ISO 14001 and ISO 18001
certifications.

The total amount of A4 white paper
consumed by the Group as a whole in 2022
was 24,097 packs each containing 500
sheets. In 2021, it was 10,480 packages, and
in 2020, 10,745.

A4 BancaMarch

Water consumption

Water consumption is not considered a
material concern for the Bank. Even so, the
Bank is working to implement policies to
become more efficient in its consumption of
water.

The calculation of water consumption
reveals the most relevant data on the Bank’s
consumption. Branch consumption data are
excluded.
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Water 2021* 2020
Water consumption Total Litres 10,482,132 7,142,000 n/a
Water consumption at headquarters + garden NB70  NB70; ARS8; Garden NB70 Litres 5,902,000 7,142,000 n/a

Water consumption NB70
Water consumption AR8

Water consumption - garden

(*) The 2021 figures do not include the Group'’s subsidiaries; only Banca March.

Measures to reduce water consumption
at Banca March include close monitoring
of sources of water consumption,
ongoing reviews of installations and
their maintenance, and proposals for
improvement.

When it comes to water consumption among
Banca March employees, the Group has taken
action to raise awareness among its staff
through circulars, posters, a suggestion box
and training. Consumption of bottled water
for worthy causes is also encouraged, with a
notable example being Auara.

A4 BancaMarch

NB70 Litres 1,715,000 1,469,000 n/a
ARS8 Litres 1,845,000 1,670,000 n/a
Garden NB70 Litres 2,342,000 4,003,000 n/a

Direct and indirect energy
consumption

Energy consumption is also considered a
material aspect at Banca March Group, which
is why the Bank has taken numerous steps to
improve its energy efficiency.

Energy consumption (in MWh) of fuels used
in stationary and mobile sources (natural
gas, diesel and other fuels such as petrol,
LPG, paraffin wax, coal or propane) as well as
electricity consumption are reported.

Information on the energy consumption of
Banca March’s buildings is monitored on

a monthly basis, with consumption levels

and billing of electricity and gas meters all
checked. Thanks to this regular monitoring,
the Group can quickly spot if a particular
branch has reported higher consumption than
usual.

The chosen method for calculating energy
consumption at the Bank is to compile
consumption figures and amounts per month
and then segment this information into three
geographic groups: Mainland Spain, Balearic
Islands and Canary Islands.
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Energy 2022 2021 2020
Fuel consumption Natural Gas kWh 705,891 758,319 694,361
Electricity consumption - kWh 6,071,709 6,415,475 6,612,038
Electricity consumption per employee - kWh/employee 3,199 3,490 3,574
Consumption of electricity from renewable sources - kWh 6,071,709 6,415,475 2,564,097
% consumption of electricity from renewable sources In respect of total Percentage 100% 89% 35%

As afinal step, all the consumption billed so
far is added up and the result is converted
into tonnes of CO2 using the conversion
ratios from kWh to grams of COz2 published
by the Spanish National Markets and
Competition Commission (CNMC) for each
of the electricity retailers operating in Spain.

All of the electricity that the Bank consumes
comes from hydroelectric sources,

thus allowing Banca March to eliminate
greenhouse gas emissions from its electricity
consumption. Effectively, all the CO2
equivalent resulting from this calculation

is cancelled out and is considered as CO2

A4 BancaMarch

emissions avoided by Banca March.

In a bid to prevent, reduce or repair carbon
emissions and electricity consumption,
numerous energy efficiency measures

are in place throughout the Group, such

as the installation of high-efficiency air
conditioning equipment and presence
detectors to reduce unnecessary lighting
consumption, as well as the implementation
of LED lighting in all new branches. These
measures are expressly included in Banca
March’s Energy Efficiency Policy.

In addition, Banca March joined, for the
second year running, the Earth Hour

initiative promoted by the World Wide
Fund for Nature (WWF). On this special
date of the year, the lights in the Group’s
headquarters in Madrid and Palma de
Mallorca, as well as the screens in the
branches, are switched off for one hour

as a show of our commitment to energy

efficiency.
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Greenhouse Gas Emissions
(GHGs)

Carbon dioxide (CO2) emissions generated
from the Group’s own activities mainly

result from the use of electricity, computer
equipment and other printing and copying
equipment. Therefore, the most significant

o

emissions for Banca March are those financed
by the Group, and action is taken to reduce
them.

The methodology used to calculate

Banca March'’s carbon footprint is based on
the international standard ISO 14064.

The emissions figure, in tonnes of CO2
equivalent, is obtained by multiplying the

Environmental issues ‘

corresponding emission factors by total
consumption. In doing so, Banca March uses
the calculator of the company CeroCOz,
which has developed its own calculation
methodology based on the Greenhouse Gas
Protocol (GHG Protocol). The information
presented is measured and shown in tonnes
of CO2 equivalent.

Greenhouse Gas (GHG) emissions 2022 2021 2020
Carbon footprint by regulation Scopes 1+2 tnCO2eq 271.75 255.30 1,265.84
Overall carbon footprint Scopes1+2+3 tnCO2eq 809.24 515.09 1,615.61
Global carbon footprint per employee Scopes1+2+3 tnCO2eq/employee 043 0.28 0.87
Scope 1 - tnCO2eq 271.75 255.30 245.44

Fuel consumption emissions - Natural Gas NB70, AR8 and Logrofio  tnCO2eq 128.50 138.01 126.42
Emissions from trips in owned vehicles Total tnCO2eq 143.25 117.29 119.02
Scope 2 - tnCO2eq 0.00 0.00 1,020.40

Indirect emissions from electricity generation Total tnCO2eq 0.00 0.00 1,020.40
Scope 3 - tnCO2eq 537.49 259.79 349.77
Emissions from non-private vehicles Total (Taxi, Cabify, etc.) tnCO2eq 143.09 10.75 0.00
Emissions from air travel Total tnCO2eq 368.41 242.89 340.13
Emissions from train travel Total tnCO2eq 25.98 6.15 9.64

Other Greenhouse Gas (GHG) emissions calculations 2022 2021 2020

Emissions avoided from toner recycling kCO2e 8,412 3,436 5,502

A4 BancaMarch
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Offsetting CO2 emissions

Emissions offsetting consists of voluntarily
contributing an economic amount, proportional to
the tonnes of CO2 generated by an organisation in its
activity. The monetary contribution is earmarked for
a project that aims to capture a quantity of tonnes of
carbon dioxide equivalent to the volume generated
by the business. The project ultimately chosen may
pursue energy savings or energy efficiency, or may
target the substitution of fossil fuels with renewable
energies, waste treatment or the prevention of
deforestation.

pastureland in a bid to conserve the Amazon. The
project also seeks to mitigate the social impact of
deforestation by combining environmental projects
and social programmes to improve the livelihoods of
local communities living in the vicinity of the project.
A total of 809.24 tnCO2eq were offset during the
period

Meanwhile, 48 trees were planted thanks to the
green bonds placed by Banca March through the
MarketAxess trading platform. Under the initiative,
called Trading for Trees, five trees are planted for
every $1 million in green bonds traded through the

Environmental issues

platform.

In 2022, Banca March Group offset its emissions

through the Florestal Santa Maria initiative (REDD

AP Project), which looks to convert forests to

5000
Carbon footprint offsetting 2022 2021 2020
Carbon footprint fully offset At year-end Euros 7,807.48 3,605.63 14,087.01
Price for offsetting one tonne At year-end Euros 7.97 7.00 8.72

A4 BancaMarch
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Travel

Data on cars reflect the journeys, in
kilometres, made using the organisation’s
own vehicle fleet and the external fleet

over which the organisation has control, i.e.
vehicles for which it meets the associated
fuel costs (including cars that are owned,
leased, or rented). The remainder relates to
journeys, also measured in kilometres, made

=

by employees for work purposes via means
of transport over which the Bank does not

control consumption, broken down into air
and train travel.

Once again, this is measured using the
calculator of CeroCO2, which has developed
its own methodology based on the GHG
Protocol.

Environmental issues

Notably, the first indicator includes both
own fleet vehicles, which are included in the
Bank’s Scope 1 emissions, and third-party
fleet vehicles, which would be included

in Scope 3 like the rest of the indicators
disclosed in the table.

Journeys 2022 2021 2020
Travel by the organisation's own fleet of vehicles and by the external fleet over which the

organisation has control, That is, vehicles whose fuel costs are at their own expense, Km 791,462 684,008 706,623
This includes owned and leased or rented cars, etc,

Commuting for work purposes by means of transport over which the employee has no

control over consumption separated by aircraft Km 2,456,094 987,875 1,392,280
Commuting for work purposes by means of transport over which the employee has no

control over consumption separated by train Km 830,644 379,491 410,490
Commuting for work purposes by means of transport over which the employee has no Km 790,563 62,669 86,485

control over consumption separated by non-private vehicles (taxi, Cabify, etc,)

A4 BancaMarch
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5.4. Biodiversity protection

While biodiversity protection is considered
a non-material topic for Banca March Group,
the Bank has been looking to strengthen

its commitment in this regard by promoting
various programmes and studies.

Protection of the seabed

Mediterranean Fund is a themed, socially
responsible fund managed by March AM, which
invests in two high-potential trends: the ocean
economy and water. The fund donates 10% of
its management fee to projects related to the
conservation of marine ecosystems. In 2022,
March AM set aside EUR 203,950.51 for ocean
preservation and water availability projects.

A4 BancaMarch

Through this solidarity fund, the Group helps to
protect marine ecosystems and species. There
were three key initiatives in 2022:

1) Seahorse Project for the conservation of
seahorses in the Mediterranean. Banca
March and Fundacién Palma Aquarium
are vying to support the reproduction and
ensure the survival of the Mediterranean
seahorse —an extremely vulnerable
creature— by keeping specimensin a
controlled artificial environment and then
releasing them into the marine ecosystem.

2) Projecte Posidonia, which aims to identify
and enhance the value of Posidonia oceanica
(seagrass) meadows and marine biodiversity
inthree areas located in the Marina Alta.

Environmental issues
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In August 2022, Banca March and the
Oceanogrdfic Foundation launched an
app to locate and protect posidonia
meadows. The app features a map of the
areas showing the greatest nautical and
recreational activity in the Valencian
Community, along with a list of good
environmental practices.

The new mobile app informs seafarers
about the presence of posidonia
meadows along the Marina Alta coastline,
with the aim of promoting responsible
anchoring and preventing damage to the
increasingly endangered marine plant
that is Neptune grass.

the Salva Mares (Save the Seas)
expedition alongside the Reforest
Project. The initiative involves collecting
plastics from the sea and recycling them
into polyester yarn, which can then be
used to produce waterproof thermal
blankets for the homeless.

A4 BancaMarch

Knowledge of species and
habitats

In collaboration with Banca March, the
Regional Ministry for Ecological Transition
and Sustainability of the Regional
Government of Extremadura has released
two new lynx bred in captivity in the
reintroduction area of Valdeciglienas,
Badajoz.

Banca March is thus lending is full support
to the reintroduction of the Iberian lynxin
Extremadura, which now numbers more
than 200 specimens; a major milestone for a
species that had had no presence there since
2000.

Environmental issues
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5.5. Climate change

The Bank has been working since 2021
in updating and developing analytical
tools and specific indicators to assess
and evaluate the possible impacts, on the
balance sheet, of its customers’ activities
with regards to climate change. Banca
March has used these tools to build an
index of corporate customers and their
vulnerability to the effects of climate
change (for both physical and transition
risks). It has also used them to identify or
estimate the energy label class (energy
performance) of the historical individual
portfolios of real estate collateral on
residential buildings.

In addition, information on file at the
cadastre has been used to identify the
overall exposure of the portfolio to various
physical risks and to its environment;

A4 BancaMarch

covering in particular acute risks such as
river flooding, chronic risks such as drought
episodes, and other types of risk such as
seismicity.

The Group aims to ensure that its

balance sheets are aligned with the Paris
Agreement against climate change and

with the Spanish plan for climate action.
The main objective of both agreements is

to keep the global average temperature
increase below 2 degrees Celsius above
pre-industrial levels, and to continue efforts
to limit the increase to 1.5 degrees Celsius.

The Bank is committed to reducing the
carbon footprint of its lending portfolios,
and it also looks to ensure that the
reduction can be measured against
internationally standardised criteria and

Environmental issues ‘

in line with the objectives of the Collective
Commitment to Climate Action promoted
by UNEP FI. In tandem, it is working
alongside its fellow Spanish banks in
developing methodologies to measure their
climate impact.

The Group will set and publish specific,
scenario-based targets for the alignment of
portfolios with the objectives of the Paris
Agreement.

Banca March will report on its individual
progress each year, and, every two years,
on the collective progress made by the
financial sector towards this commitment.
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5.5.1. Managing the risks of climate change and
environmental degradation

The climate emergency is, according to
science, one of the greatest, if not the
greatest, threat to the planet. Combating
its effects and pushing the economy back
on the path towards decarbonisation will
have extraordinary social and economic
consequences.

In response to the transformation and
adaptation challenges arising from

the effects of climate change and the
international commitments enshrined in
the Paris Agreement, the Financial Stability
Board (FSB) set up a high-level working
group called the Task Force on Climate-
related Financial Disclosure (TCFD) and
tasked it with identifying, classifying
and assessing productive activities with
the potential to enable or accelerate the

A4 BancaMarch

decarbonisation of production, consumption
and mobility systems.

As a result of this work, the TFCD warned
of the need to improve the transparency

of the information disclosed by businesses
and public administrations on the issue

of climate change so as to ensure a better
understanding and analysis of the related
risks and opportunities, including the
effects on natural resources and the local,
regional and national socio-economic fabric.
The TFCD argues that this information is
essential to facilitate informed decision-
making on the allocation of resources for
climate change mitigation and adaptation,
as well as to design strategies and policies
for a just transition. One of their conclusions
is that local and regional socio-economic

fabrics, in terms of climate change-related
risks, may be adversely affected during
the necessary transition to a lower carbon
economy.

The banking sector has a prominent role
to play in this transition, as its activity has
direct and indirect environmental impacts.
Banca March, for its part, is fully aware
that its financial activity is not immune to
environmental risks.

One path of exposure to environmental
risks is its business relationships or the
products and services it offers, which may
produce negative effects from an ecological
standpoint.
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The other path relates to the type of projects
it finances, due to the risk of the companies
behind such products failing to manage ESG
aspects adequately.

As a preliminary step to integrating ESG
risks into Banca March’s strategy, the Bank
carried out a self-assessment of the potential
impact that climate risk could have on it. It
did so by analysing financial materiality in
relation to geographical vectors (real estate)
and sectoral vectors (corporate portfolio),

in which various climate scenarios were
considered. This process ultimately resulted
in a map of physical and transition risks.

A4 BancaMarch

Map of physical and
transition risks

On the understanding that the risk
associated with climate and environmental
degradation is not a new category of risk, but
rather that it can affect the various existing
financial risk categories in a transversal
manner, the first step for the Bank was to
explore how climate and environmental
events can give rise to traditional financial
risks (credit, market, liquidity, operational,
etc.) and also identify the main transmission
channels through which climate risks can
affect these financial risks. The second

step was to start to build the physical

and transition risk map of Banca March,

in accordance with its business model,
exposure to carbon-intensive activities and
the geographical exposure of its real estate
portfolio.

Environmental issues
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The development of the climate and
environmental risk map was the first step in
advancing our understanding of these risks
and their transmission channels to traditional
financial risks. As part of the climate risk
mapping exercise carried out by Banca March,
an inventory was drawn up of physical and
transitional risk events that could trigger the
various risks and therefore affect the Bank.

This exercise reflects how climate and
environmental risk has become increasingly
relevant in recent years, coupled with strong
regulatory, supervisory and social pressures.
In this context, institutions strive to identify
the climatic elements that could have an
impact on the various types or categories of
financial risks.

A4 BancaMarch

Transition risk factors identified by Banca March

Market and customers

Environmental issues ‘

Transition risks

Technological

Policy-related and regulatory

Reputational

Steering consumer and investor
behaviour and
preferences towards
sustainable alternatives

Replacement of existing
products and services with
low-emission alternatives

Tighter policy environment
affecting counterparties’
commercial operations

Stigmatisation of a sector
due to its impact on climate
change or environmental
practices

Increasing demands from
investors in terms of
transparency and
ESG standards

Transition costs to
low-emission technologies

New regulation applicable
to existing products and
services (changes in disclosure
obligations)

Increased stakeholder
concerns regarding the bank’s
contribution to or impact on
climate change

Loss of the bank's competitive
edge due to the green products
it offers

Late adoption of energy
efficiency and productivity
technologies or financing of
failed technologies

Raising the price of GHG
emissions to encourage the
switch to renewable energies

Slow, non-existent or
insufficient reaction to
climate change and the

transition process in the eyes of
the bank's stakeholders,
thus putting the

bank’s business at risk

Increased cost and/or volatility
of natural resources and raw

Early obsolescence of
high GHG-emitting energy

Increasingly stringent banking
regulation (disclosure, stress
testing, taxonomy, etc.)

Responsibility as an
intermediary in various value
chains (data, products,

materials technologies implemented in . . .
. . financial services)
tight timeframes
Lack of procedures or
Restricted supply of systems for storing reliable data New taxes on Negative comments from

carbon-heavy raw materials

for risk assessment
and reporting

carbon-heavy raw materials

stakeholders
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Physical risk factors identified by Banca March

Physical risks

Acute

Chronic

Severe external weather events (cyclones, floods, droughts)

that may affect the assets financed and
the value of guarantees

Alternations in weather patterns (temperature, precipitation,
sea level) and stability of local ecosystems,
which food production and the overall ecosystem

Disruption and delay of operations due to
extreme weather events
(impact on global supply chains)

Rising sea levels, affecting local ecosystems,
increased risk of subsidence and flooding

Rising temperatures, affecting working conditions, living
conditions and local infrastructure

Rising energy costs due to severe events

Increased pollution and destruction of ecosystems

These climate risk drivers are the factors
identified by the Bank that could increase
its financial risk levels through one or
more transmission channels, such as
slumping corporate profitability, falling
collateral property values and household
wealth, declining returns on financial and
non-financial assets or the emergence of
stranded assets, increased compliance and
legal costs or potential reputational losses

A4 BancaMarch

affecting different companies and entities.

This exercise yielded a time map that
assesses Banca March’s vulnerability to
physical and transition risk. Over a short-
term horizon and assuming an orderly
transition scenario, a sharp increase in
transition risk is found to have the greatest
impact on credit risk and reputational risk.

Environmental issues
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I
Map of physical and transition risks at Banca March
2005 2050 2025 2030 2050
Transition risk Physical risk
Orderly transition
s/t 1/t s/t m/t 1/t

Credit risk

Market risk

Operational risk

Reputational risk

Liquidity risk

In addition, changes in investor preferences,
coupled with poor diversification by climate
profile of the corporate investment portfolio
(bonds and equities), could rapidly impact the
Bank’s market risk.

Transition risk could also affect liquidity
risk, if there are insufficient assets with ESG
characteristics to be used as collateral to
obtain liquidity from the central bank (new
ECB monetary policy).

A4 BancaMarch

Meanwhile, in relation to the progress
made towards its Strategic Sustainability
Programme, Banca March is beginning

to assess its exposure to climate risks by
calculating the greenhouse gas emissions of
its corporate portfolio (transition risk) and
the geographic location of its real estate
portfolio (physical risk). It is also developing
methodologies for climate stress tests to
be built into the internal self-assessment
processes for both capital and liquidity..

Q Low
O Medium
@ Hish

NON-FINANCIAL STATEMENT 2022

BANCA MARCH

87/



Index of vulnerability to the
effects of climate change

Relying on the support of an external
consultant, Banca March has built an

index of vulnerability to the effects of
climate change in its portfolio of corporate
customers, addressing the impacts of

both physical and transition risks. This
vulnerability does not lead to the estimation
of expected losses (IFRS 9), though it

does facilitate requests for information,
segmentation and decision-making in those
sectors where these processes are more
necessary due to the higher relative risk in
terms of climate vulnerability.

The choice of methodology seeks to define
an index of vulnerability to climate change,
both through the effects of physical and
transition risks.

Similarly, the methodology must be capable
of assigning, to each of the corporate

A4 BancaMarch

customers included in the Bank'’s portfolio,
a value of the estimated vulnerability index
commensurate to the circumstances of the
company being assessed, albeit with the
obvious restrictions due to the limited input
information available under the model.

Thus, the model starts by considering a
risk value within a pre-established interval
for each NACE code and then corrects this
value on the basis of the following variables
specific to the company being appraised.
Specifically:
= Sales: as a correction factor that looks to
assign a higher vulnerability, the higher
a company’s activity within the same
NACE code.
= Autonomous Community: as a
correction factor that seeks to adjust
the value on the basis of two main sets of
variables:
a) the regional competitiveness index,
on the understanding that this is a factor
that can build greater resilience to the
impacts of climate change; and

Environmental issues

The index allows us to
see the Banca March's
corporate client
portfolio’s predisposition
to physical and transition
risks.
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b) the flexibility with which regulatory
compliance is required or where
applicable law is restricted to different
types of activity. To some extent, a lack
of competitiveness can lead to increased
permissiveness.

= Financial rating: in the sense that the
better a company’s financial rating, the
more prepared it is to cope with the
impacts of vulnerabilities, especially
when it comes to implementing climate
change adaptation measures.

While this vulnerability analysis cannot be
considered as an impact index in the strictest
sense, i.e. in terms of expected losses, it does
allow us to identify critical points and ensure
efficiency in relation to the information
needed.

This methodology is designed to segment
and, based on the size and characteristics
of each segment, make decisions on the
following fronts:

A4 BancaMarch

= Requesting information that may
be valuable for future impact and
calibration modelling.

= Scaling market segments likely to require
funding for climate change adaptation
measures in the not too distant future.

= Develop global models of portfolio
exposure to the effects of climate
change.

= Segment the portfolio by amount of
capital exposed and by cost of that
capital, in relation to the different
brackets of vulnerability identified.

Estimation of energy label
class (performance) and
geographic location

Aside from building the climate vulnerability
index, Banca March teamed up with another

external provider so as to allow the Bank to
identify or estimate the energy performance

Environmental issues ‘

class of the historical individual portfolios of

real estate collateral on residential buildings.

The methodology followed has led, or will

lead, to the following milestones:

= Search and identification of the energy
label class for the specific property in the
public databases of the various registries
of the Autonomous Communities of
Spain.

= |fthe energy label cannot be found
in the public databases, the energy
performance of the property is
estimated by comparing it with the
performance of other similar properties
from the same building as recorded in
the energy performance databases of
the relevant Autonomous Communities.

= |f the information obtained is still
unsatisfactory, the energy performance
is estimated by an external provider.
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Environmental issues

In addition, information on file at the cadastre

is used to identify the overall exposure of the
portfolio to various physical risks and to its
environment. covering in particular acute risks
such as river flooding, chronic risks such as
drought episodes, and other types of risk such as
seismicity.

Mortgage climate rating

Banca March is pursuing a pioneering initiative
to globally assess the sustainability of mortgage
collateral by establishing an ESG rating for real
estate assets.

With the information and data provided by this
tool, the Bank will be able to direct its capital
flows towards increasingly sustainable proposals.
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Main milestones 2022 Sustainable finance (—]

matters

Letter from the Chairman ‘ Introduction and challenges 2023 Business model Environmental issues =
_ _ — _
Disclosure of information ‘ Social and employee-related ‘ Human rights ‘ Flght agamst. ‘ Society ‘ Annexes @ @
corruption and bribery

under the EU Taxonomy

5.5.2. Measuring the carbon footprint and
decarbonisation pathways

Banca March is firmly committed to

reducing the carbon footprint of its loan Esti:g;iegi}the
portfolio, in a way that can be measured Portgggsricstrbon
using internationally approved criteria

and in line with the objectives of the Paris
Agreement. Notably, in 2022 the Bank
not only estimated the carbon footprint
of its loan portfolio, but also set portfolio
decarbonisation objectives and more

Phase 2:

Phase 4:
Outlining
decarbonisation targets

Evolution/update of
specific decarbonisation targets: carbon footprint data

Phase 3:
Establishing a
decarbonisation
strategy
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Banca March’s decarbonisation strategy

for its loan portfolio envisions specific

action plans for each sector of activity with
the greatest weight in the Bank’s portfolio
and therefore considered to be the most
polluting or vulnerable to the ongoing
decarbonisation of the economy. These
specific sectors are: Transport, Construction,
Energy, Waste, Industry and Livestock
Farming.

The decarbonisation curves associated with
the sectoral decarbonisation targets are in
line with those set out in the National Energy
and Climate Plan (NECP). In other words,

the objectives set at national level for each
sector of activity will be those applied by
Banca March inits activity.

After defining the strategy that Banca
March is pursuing to reduce the carbon
footprint of its loan portfolio, i.e. to reduce
the environmental impact generated by
the economic activity of the companies to

A4 BancaMarch

which it lends money, the Group’s business
units that generate transactions affecting
the credit portfolio must integrate and pay
due regard to these objectives within their
operational framework in order to meet the
Bank’s decarbonisation objectives.

Key conclusions drawn from the action plan

to decarbonise the portfolio:

= |tis necessary and important to collect
customer emissions data, especially
for those sectors accounting for the
largest shares of the portfolio (transport,
industry and construction) in order to
decouple the calculations from the NECP
proxy.

= The need to rotate to sustainable
businesses and customers operating
in high-exposure sectors can further
improve the ratios.

= Many of the proposals contained in the
action plan may involve the issuance of
green bonds by the Bank, with all the
benefits that this entails.

Environmental issues ‘

With regard to the carbon footprint in
terms of Scope 1 and 2 emissions, specific
forward-looking objectives will be defined,
showing the capacity of Banca March
Group to reduce its own carbon footprint
within certain timeframes in line with the
portfolio’s decarbonisation strategy, and
compensating the rest through projects
involving natural COz2 capture solutions.
To succeed, the Bank will invest to protect
and enhance natural ecosystems that
capture CO2 emissions, thus benefiting local
communities and enhancing biodiversity
as it uses the carbon credits generated

by these projects to help decarbonise its
operations.
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