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A. Introduction

A climate transition plan serves as a strategic tool for aligning an organization’s
climate ambitions with the goals of the Paris Agreement. It translates long-term
objectives into actionable steps supported by clear governance and accountability.
While planning for future risks is not new, the scientific urgency and scale of the
climate challenge make transition plans essential for long-term organizational
resilience.

Climate change poses material risks to Armenia’s economy and financial system,
with extreme weather events such as floods, droughts, and heatwaves affecting
both economic activities and community resilience. These events can lead to
significant financial losses, impacting businesses, clients, and broader society. For
financial institutions, such risks manifest through traditional channels, including
credit, market, operational, liquidity, and reputational risks. At the same time,
climate-related risks present opportunities to generate long-term value. By
supporting the transition to a low-carbon economy, ArmSwissBank can grow its
portfolio, serve evolving client needs, and strengthen market positioning.

Our Climate Transition Plan reflects this dual perspective—recognizing the overlap
between climate risks and opportunities. This is embedded in how we collect and
analyze data, steer our portfolio, engage clients in their own transitions, and align

with stakeholder expectations.



Successfully navigating this shift requires action across all areas of the Bank:

« Clients: \We support businesses in their low-carbon transition by offering guidance,

iInnovative products, and tailored financial solutions.

Investors: \Ve are committed to implementing a credible climate strategy aligned with

the Paris Agreement and enhanced transparency standards such as IFRS S2.

Employees. As a purpose-driven institution, we aim to attract and retain talent by

embedding sustainability into our core values and operations.

Regulators: \We support national efforts such as the Central Bank of Armenia’s Sustainable

Finance Roadmap and are strengthening climate risk governance to meet regulatory

expectations.

To this end, ArmSwissBank is enhancing its approach to governance, strategy, risk

Mmanagement, metrics, and targets to fully integrate climate considerations and support

Armenia’s low-carbon development.

. h to Climat »
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From Foundations to
Ambition

Building on our climate risk
and opportunity assessment
and carbon footprint analysis,
we define our strategic
ambition—setting clear
objectives and priorities to
guide our contribution to a
low-carbon transition.

Figure: ArmSwissBank’s approach to Climate Transition Planning

Turning Ambition into
Action

Our action strategy combines
internal transformation and
external engagement. We are
embedding climate goals across
our operations while supporting
clients in their own low-carbon
transitions, focusing on high-
impact sectors and partnerships
that drive real-world
decarbonization.

Strategic oversight and
target setting

We ensure accountability
through strong governance and
clear metrics. Climate
responsibilities are embedded at
board and executive levels, while
progress is tracked using science-
based targets and key
performance indicators aligned
with national and international
frameworks.
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B.Ambition

Our Climate Transition Plan is built on a solid foundation of

climate risk and opportunity assessment and carbon footprint
analysis. These insights help us identify priority vulnerabilities and
emerging opportunities, guiding where action is most needed. By
strengthening our climate data, governance, and processes, we are
setting the groundwork for defining a clear and impactful strategic
ambition aligned with long-term transition goals. All this grounded
work will later help us articulate our strategic ambition and
objectives to reach a climate resilient business model and to
achieve low-carbon pathways to limit global warming to 1.5°C
degrees in line with the Paris Agreement.
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B.1 Foundation

B.1.1 Climate risk and opportunity materiality analysis

Climate-related risk analysis

As an outcome of our climate risk identification and assessment process, we

have developed a Climate Risk Heatmap to inform and strengthen our risk

mManagement strategy. This tool maps potential credit risk exposures across
sectors and scenarios, categorizing them by climate sensitivity from high to
low. It enables a materiality-driven approach across three key dimensions:

1. Identifying High-Risk Concentrations - The heatmap highlights areas of
elevated climate vulnerability, helping us prioritize resources for deeper risk
analysis and targeted mitigation efforts.

1. 2.Enabling Client-Centric Support - By pinpointing clients most exposed

to climate risks, we can tailor financial products and advisory services to
support their transition, with a particular focus on expanding green lending
solutions (further outlined in our Engagement Strategy).

1. 3.Improving Decision-Making - The heatmap serves as a decision-useful
tool, integrated into our due diligence and risk assessment processes. It
helps frontline teams determine when further climate-related data and
scorecard analysis are needed.

Figure: Climate-related physical risk heatmap across 3 scenarios

Figure:Climate-related transition risk heatmap across 3scenarios
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These heatmaps use predefined materiality thresholds to categorize
exposures as low, medium or high risk, enabling a scenario-based
evaluation of potential vulnerabilities within portfolio. Materiality
thresholds are derived from scenario-based approach using multiple
scenarios: Net Zero (SSP126), Delayed Transition (SSP245), and Current
Policies (SSP585). These scenarios simulate the financial impacts of
climate-related physical and transition risks over multiple time-horizons,
quantifying the potential value at risk for each sector.

Figure: Exposure analysis to climate-related physical and transition risks Qcross
3 scenarios focusing on medium-term horizon (2040)

We assessed physical and transition risks in our portfolio using a medium-term (2040)
outlook:

« Climate-related Physical Risks: Highest exposure is to heatwaves
(under SSP5-8.5), followed by droughts and floods.

o Climate-related Transition Risks:

1. High under Net Zero (SSP1-2.6) scenario due to sharp policy, market, and technology
shifts affecting high-emitting sectors.

2.Moderate under Delayed Transition, reflecting a gradual adjustment.

3.Low under Current Policy, where carbon-intensive activities continue largely
unaffected.
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Climate-related opportunities analysis

Through our assessment of physical and transition risks
across short (1-5 yrs), medium (5-15 yrs), and long-term
(15+ yrs) horizons, we have identified climate-related
opportunities that can enhance portfolio resilience and
business growth. These include supporting clients in low-
carbon transitions, developing green financial products,
and strengthening our market position in response to
evolving regulation, technology, and climate impacts.

Opportunity

Green
investment
adoption

®,
=

Financing
industrial
decarbonization

et
T

Enabling Supply
Chain Emission
Reductions

il
&

TYPE

Transition
Opportunity

Transition
Opportunity

Transition
Opportunity

DESCRIPTION TERM

Providing financing for businesses
investing in low-carbon
technologies like renewables,
energy efficiency upgrades,
electrification of transport, and
sustainable farming practices.

Financing for clients to reduce
direct (Scope 1) emissions through
energy efficiency, fuel switching, or
cleaner production processes.

Financing to help clients reduce
indirect emissions across their
supply chain, including clean
energy procurement, supplier
upgrades, and logistics efficiency.

b (@ & @
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Business model effects

Renewable energy investments are progressing in Armenia, but
adoption of broader low-carbon technologies remains limited—
offering early-stage opportunities for Bank.

Demand for low-carbon solutions is expected to grow as climate
regulations tighten and market expectations shift. Bank can scale
green financing to support clients in energy, transport, and
agriculture transitions.

Limited activity in reducing direct emissions but rising awareness in
energy-intensive sectors.

As regulatory and market pressure increases, Bank can support
clients by offering transition finance for decarbonizing operations—
enhancing credit quality and client resilience.

Most clients are not yet engaged in value chain decarbonization,
but export-facing sectors are beginning to explore it.

Bank can offer financing and advisory solutions as clients face
increasing pressure from global buyers to decarbonize supply
chains and disclose Scope 3 emissions.

ﬂ Current effects Anticipated effects -

Tables: Climate-related opportunities and business model effects
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B.1.2 Carbon footprint measurement

Establishing a robust inventory of our Scope 1, 2, and 3 GHG emissions is a
foundational step in our climate transition planning. It serves as the baseline
for setting future emission reduction targets across our operations and
financed portfolio. In collaboration with our partner Greenly, we conducted
a comprehensive carbon footprint assessment aligned with leading
international standards, including the GHG Protocol and the PCAF Financed
Emissions Standard.

For operational emissions, Greenly applied GHG Protocol methodologies
using a combination of physical activity data, expenses, and employee
surveys, supported by emission factors from global databases such as
ADEME, CDP, |IEA, Eurostat, DEFRA, and Exiobase. For financed emissions
(Scope 3, Category 15), the assessment covered business loans, real estate,
and sovereign bonds. Emissions were estimated using PCAF methodologies,
applying sector-specific factors and attribution principles to ArmSwissBank’s
portfolio data.

Qur financed emissions assessment covers 100% of assets under

Management across three asset classes: business loans, sovereign bonds, and

real estate. Business loans accounted for the largest share (55%), followed by
sovereign bonds (44%), while real estate contributed only 1%. The distribution
Is illustrated in the chart below.

Table: 2023 GHG Emissions by Scope

Chart: 2023 Financed Emissions by asset class (% total)

wine (6%) and construction of buildings (6%).

ARM SWISSBANK

The main contributors were electricity generation (33%), manufacturing of
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Table: Top 15 sectors contribution to 2023 Financed Emissions from business loans

Improving Financed Emissions Data Quality

In 2023, our financed emissions had a weighted average data quality score
of 4 (PCAF scale). To improve data quality, we will implement a structured
roadmap focused on engaging key clients for primary data, integrating
climate criteria into loan origination and due diligence, and using sector
benchmarks. For sovereign bonds, we aim to enhance estimates using
national-level data from public sources. In real estate, we will incorporate
EPCs and actual energy use data. System upgrades will support more
automated and reliable emissions tracking over time.

B.2 Strategic ambition
B.2.1 Key pillars of our climate ambition

Reducing our Integrating Climate Innovating with Green
Corporate Carbon Risks into Business Financial Solutions
Footprint Strategy

Emissions Reduction Targets Climate Risks We are scaling up sustainable
. °)Pe"a“°“a' Emissions (Scopes 1 & * Integration of climate-related finance by offering tailored
2 e . . X .
« 29% reduction by 2030 (vs. rlsiks into portfolio analy5|s' produc'ts that support clients in
2023), aligned with SBTi ¢ Climate factors embedded in deploying green and energy-
Well Below 2°C credit models and stress efficient technologies. By
* 90% reduction by 2050; testing embedding climate
net-zero through residual * Aligned with IFRS S2 standard considerations into our credit
Off.settm.g . policies and risk frameworks, we
e Supply Chain Emissions (Scope 3, . . .
Cat. 1-14); Climate Opportunities channel capital toward
e 17.5% absolute reduction ¢ Identifying sectors positioned transition leaders while
by 2030 (where for low-carbon transition ensuring stability and long-term

applicable) * Supporting clients in value creation.

. Tsn;nced Emissions (Scope 3, Cat. adopting and innovating

* Paris-aligned sector * Unlocking new growth

targets by 2030 using through green financing
PCAF/SBTi/IEA
methodologies
* Client engagement to
drive portfolio
decarbonization and
transparency

Figure: Key pillars of our climate ambition

B.2.2 Sectoral transition pathways

To support the low-carbon transition, we identified carbon-intensive sectors
most relevant to our portfolio and climate risk exposure. Our focus includes
power, construction, and manufacturing—together representing the majority
of financed emissions. In line with NZBA guidance, we are in process of
target-setting 2030, 2040, and 2050 emission intensity targets for these
sectors, using Paris-aligned scenarios (e.g. IEA, GCCA) to guide our portfolio
toward science-based decarbonization pathways.
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Table: Sectoral emission intensity targets for 2030,2040 and 2050

* Based on the -25% emission intensity benchmark vs. 2020 baseline
** Based on the -100% emission intensity benchmark vs. 2020 baseline

Power generation sector transition pathway

In Armenia, power generation accounts for 15% of national GHG emissions, with

42% of electricity still produced from natural gas. The LT-LEDS targets a shift

to renewables, energy efficiency, and grid modernization. Globally, the IEA Net

Zero by 2050 scenario
calls for 90% renewable
electricity by 2050,
supported by expanded
solar and wind, storage,
digital grids, and phase-
out of unabated coal.
Our sectoral targets
reflect these ambitions
to support Armenia’s
low-carbon energy
transition.

Graph: Portfolio alignment targets for Power sector Scope 1 emissions (tCO2e/MWHh)

%,
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Construction of buildings sector transition pathway

The buildings sector is a major energy user in Armenia, with high reliance

on natural gas for heating and outdated infrastructure. Globally, buildings
contribute up to 39% of CO, emissions, including emissions from construction
materials like cement and steel. The IEA Net Zero scenario calls for full
electrification of heating, energy efficiency upgrades, and widespread use of
low-carbon materials. By

2030, all new buildings

should be net zero, with

50% of existing buildings

deeply retrofitted by

2040. Our sectoral

targets reflect these

pathways to support

the decarbonization of

Armenia’s building stock.

Graph: Portfolio alignment targets for Buildings sector embodied emissions (tCO2e /m?2)

Manufacturing of concrete and cement sector transition pathway

In Armenia, cement production accounts for 82% of industrial process emissions,
making it a key target for decarbonization. The LT-LEDS promotes low-carbon
technologies, clinker substitution, and circular economy practices. Globally, the
|[EA NZE scenario calls for a 95% reduction in cement-related emissions by 2050,
driven by innovations such as carbon capture, alternative binders, and electrified
production. As construction demand grows, financial institutions have a key role
in enabling investments in sustainable cement solutions.
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Graph: Portfolio alignment targets for Concrete manufacturing sector Scope 1 emissions (tCO2e/m3)

Assumptions, uncertainties and data limitations

Our climate targets are based on science-aligned methodologies and
international frameworks, but their achievement depends on key
assumptions—including sustained policy support, client readiness, and
Improved emissions data. Uncertainties such as geopolitical shifts, evolving
regulations, and technology availability may affect our transition path. A
core limitation is the lack of sector-specific production data, which currently
prevents us from calculating baseline emission intensities for certain sectors,
particularly in buildings. We aim to improve data granularity, collaborate
with clients, and advocate for better disclosures to strengthen portfolio-level
emissions tracking.

C.Action

Our action strategy combines internal transformation and external
engagement. We are embedding climate goals across our operations while

ARM SWISSBANK

supporting clients in their own low-carbon transitions, focusing on high-impact
sectors and partnerships that drive real-world decarbonization.

C.1 Internal implementation strategy

C.1.1 Our approach to achieve targets in our own operations

We plan to reduce our Scope 1 and Scope 2 operational GHG emissions by 29%
by 2030, and our Scope 3 value chain GHG emissions by 17.5% by 2030, with the
long-term aim to achieve net zero emissions in our own operations by 2050.
The initial calculation of our operational GHG emissions in 2024 gives us the
baseline against which we will measure our progress. The graph below shows
our pathway to achieving our near-term and long-term targets across different
emission SCopes.

Graph: 2030, 2040 and 2050 emission reduction targets in our own operations by Scope (tCO2¢e)

Our approach to reducing our operational GHG emissions in line with our
targets is based on a three-pillar approach, which enables us to achieve
emissions reductions most efficiently. Our approach is visually represented in
the graphic below.
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AVOID

Enhance efficiency and
eliminate waste

AVOID

e Conduct an energy audit to identify inefficiencies and
direct emission sources (Scope 1)

e Reduce natural gas use by improving HVAC systems and
exploring full electrification

e Implement heat recovery systems to improve energy
performance

e Upgrade lighting to LED and adopt smart energy
management systems (Scope 2)

e Optimize electricity use through real-time monitoring
e Enhance leak detection and maintenance programs to
reduce fugitive emissions

* Minimize emissions from business travel and
commuting (Scope 3) through a “travel smart” policy
e Focus on energy efficiency as a foundation before
applying further emission abatement measures

REDUCE

Transition to low-carbon

technologies

REDUCE

* Reducing Scope 1 & 2 Emissions

e Transition to available low-carbon technologies

* Source 100% renewable electricity by 2030 through
updated PPAs and procurement policies

e Install rooftop solar on new facilities

e Maintain a fully electric vehicle fleet

¢ Switch to low-carbon refrigerants to reduce fugitive
emissions

* Reducing Scope 3 Emissions

* Improve data accuracy by engaging key suppliers

e Update procurement policies to include E&S criteria

e Prioritize suppliers with SBTs, ESG ratings, and third-
party certifications

e Encourage low-carbon business travel (e.g., trains
over flights)

* Promote sustainable commuting with HR incentives
(e.g., public transport, EVs, cycling)

e Install EV chargers at office locations to support
clean commuting

Figure: Key pillars and actions of our implementation strategy for our own operations

C.1.2 Innovating with Green Financial Solutions

N
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OFFSET

Neutralize residual
emissions

OFFSET

We follow best practices by prioritizing real emissions

reductions

* No offsets will be used for our 2030 targets

e Offsets will be applied only after 90% emissions
reduction by 2050, to neutralize residual emissions

e We will use high-quality carbon removal offsets (e.g.
afforestation, direct air capture), certified by credible
standards (e.g. Verra, Gold Standard)

e Preference is given to removal-based over avoidance
offsets

e A dedicated offset strategy will be developed to align
with future global standards and technologies

As Armenia moves toward a low-carbon and climate-resilient economy,
ArmSwissBank is committed to playing a leading role in financing the transition.

We recognize green finance as both a responsibility and a strategic opportunity to

support our clients’ decarbonization while positioning the Bank at the forefront of

sustainable banking.

With Armenia’s Green Taxonomy under development, we will proactively establish

our own Green Finance Framework, aligned with global best practices and

designed for integration with the national taxonomy once finalized. This framework

will guide the design and deployment of targeted green financial products.

To address sector-specific needs, we plan to offer a range of innovative solutions:
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« For corporates and SMEs: green project finance, sustainability-linked
loans, equipment and vendor financing to support energy efficiency and
renewable energy adoption

- In power generation: renewable energy loans, battery storage financing,
and support for corporate PPAs

« For buildings and real estate: green mortgages, retrofit financing, and
sustainable construction loans

In manufacturing (e.g cement): financing for low-carbon technologies,

carbon capture solutions, and circular economy initiatives

To deliver tailored solutions, we will expand our ESG advisory capabilities,
enabling us to assess client sustainability needs, co-develop transition plans,
and recommend suitable green finance instruments. Through these efforts,
we aim to accelerate capital flows into sustainable investments and reinforce
our leadership in Armenia’s green finance ecosystem.

C.1.3 Building a resilient Climate Risk Management Framework

e Climate risk materiality e Climate scorecard e Climate-adjusted due .
assessment e Climate stress-test diligence .

e Scenario analysis e Portfolio alignment * Client engagement

 Exposure analysis * Product offering .

Figure: Climate Risk Management Framework

Risk Management

ARMSWISSBANK

Risk Identification

Climate-related risks are categorized into physical and transition risks. These
risks are interconnected—physical climate impacts can trigger regulatory,
market, and technological responses that heighten transition risks. To ensure
resilience, we integrate both types of risks into our overall risk management
framework.

Physical Risks

Physical risks arise from the direct impacts of climate change on

Infrastructure, ecosystems, and economies. They include:

« Acute risks from extreme weather events such as floods, storms, and
heatwaves

« Chronic risks from long-term shifts like rising temperatures and changing
precipitation patterns

These risks can disrupt operations, supply chains, and financial systemes.

ldentifying and managing physical risks is critical to enhancing resilience and

reducing vulnerability across our portfolio.

Risk Monitoring

Climate Risk Appetite
Internal and Regulatory
reporting

Climate Dashboard

15
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Transition Risks

. . . . limate-rel hysical risk men r h
Transition risks result from the policy, market, and technological changes Climate-related physical risk assessment approac

needed to shift to a low-carbon economy. Key drivers include: For climate-related physical risk to become manifest, climate hazard is not

. . sufficient alone. In the face of these hazards, the Bank has differing levels of
- Policy and regulatory changes, such as new emissions standards or

: : exposures and vulnherability, including:
climate disclosure rules

. Technological shifts, where emerging low-carbon innovations disrupt o Climate hazards are utilizing climate data probabilities of occurrence in

. : Armenia, focused on six climate hazards, including heatwaves, extreme
existing business models

. Market changes, as demand for carbon-intensive products declines and precipitation, flooding, wildfires and landslides across multiple scenarios and

. time horizons.
green alternatives grow

: -, : : L L « Sectoral vulnerability level provides a comprehensive evaluation of
Managing transition risks involves monitoring regulatory trends, anticipating

: : e . he im f physical clim risks—heatwav r h xtrem
technological developments, and adapting to shifting market expectations to the impacts of physical climate risks—heatwaves, droughts, extreme

precipitation, floods, landslides and wildfires—on various economic sectors.
safeguard long-term value.

These impact levels reflect sector-specific characteristics, including their
, , , _ , dependence on natural resources, infrastructure, and operational resilience,
Changing regulations and reporting standards Evolving expectations from consumers,
(e.g., climate disclosures, carbon taxes) and staff, supply chain partners, communities as well as ex posure to climate hazards.

exposure to climate-related litigations

« Exposure is used in the classic financial sense of outstanding balance
distributed across economic sectors.

New consumer demand for
sustainable products and increasing
volatility in raw material costs

Accumulating climate-related

stress (e.g. rise in average Climate-related transition risk assessment approach

temperatures and sea levels)
Risk - The transition risks arise from the risks embedded in the company
IS

Dri transition to the green economy, and it is made of three elements: policy,
rivers

technology, and market risks (some methodologies, like TCFD, include

Technologies that can facilitate
decarbonization and resilience

More frequent and severe the fourth - reputation, but in our case, the reputation is part of market
extreme weather events (e.g.,

heatwaves, wildfires, floods) component). Vulnherability level is made of three components — probability of

|:| Transition risks
. Physical risks

Figure: Classification of climate-related risk drivers

driver to occur, estimated sector impact and scenario impact factor used to
leverage the impact of the different scenarios on the risk driver and to align
vulnerabilities to the climate scenario properties.
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Policy related risks are taken from the CBA's ESG Risk Radar
methodology', while the technological and market risks are taken from
the worldwide sources, since both technology change and market change
are universal and not location specific.

Risk Assessment

Our climate risk assessment framework integrates the key methodologies
recommended by EBA? ensuring a comprehensive and forward-looking
evaluation of risks:

1. Exposure Method - Climate Scorecards

We apply a climate scorecard approach to assess the performance of
individual exposures and counterparties. Using our climate risk heatmap,
we annually identify the most material sectors and assess the share

of assets vulnerable to physical and transition risks. For high-exposure
sectors or geographies, we apply two scorecards:

Physical Risk Index (PRI): Evaluates exposure to extreme weather and
chronic climate changes

Transition Risk Index (TRI): Assesses risks from policy, market, and
technology shifts

These tools support strategic planning by highlighting vulnerabilities and
opportunities.

2. Risk-Based Method - Internal Climate Stress Testing

To assess portfolio resilience under climate scenarios, we will conduct
internal climate stress tests using a mix of bottom-up and top-down

'CBA, ESG Risk Radar for Armenia, Assessment of climate-related and other ESG risks, November 2024.

approaches. The exercise will cover selected transmission channels, asset
classes, and scenarios for both physical and transition risks. Results will

inform our Annual and Strategic Capital Plans and strengthen long-term risk
management.

3. Portfolio Alignment Method

We aim to align our portfolio with Paris Agreement goals by supporting
decarbonization in key sectors. This includes setting science-based targets
and engaging clients on their own transition pathways, ensuring our financing
activities contribute to a low-carbon economy (reference to Section B.2.2)

Risk Management

In a time of growing climate uncertainty, proactive and data-driven climate
risk management is essential for resilience and long-term sustainability. At
ArmSwissBank, we integrate climate risks into strategic planning, investment
decisions, and operations to protect our assets and identify opportunities

for innovation. This forward-looking approach strengthens financial stability,
supports stakeholder interests, and reinforces our commitment to a
sustainable future.

Climate-Adjusted Due Diligence

We apply climate-adjusted due diligence to systematically assess climate-
related risks and opportunities in client engagements. This process includes
evaluating physical risks (e.g. extreme weather), transition risks (e.g. regulatory
and market changes), and sustainability-related opportunities. By leveraging

2EBA REPORT ON MANAGEMENT AND SUPERVISION OF ESG RISKS FOR CREDIT INSTITUTIONS AND INVESTMENT FIRMS, EBA/REP/2021/18
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climate data, scenario analysis, and industry benchmarks, we help clients
Manage exposures, align with ESG expectations, and support informed
decision-making.

Our four-stage approach to Climate-adjusted Due Diligence:

1. C&E data collection - the Ist stage involves data gathering on key
categories, such as customer data relevant for C&E assess

ment (e.g., client emissions data), business operations data essential for
risk evaluation or for emissions estimation if reported client emissions are
not disclosed and loan-specific data. The format of data collection varies
depending on borrower type, industry, and loan purpose.

2. Green eligibility assessment - 2nd stage is focused on evaluation
whether the loan qualifies as green under taxonomy criteria and whether
Is accountable for achieving green loan KPls.

3. Climate risk assessment for loan - 3rd stage includes a detailed
climate risk evaluation using climate risk heatmap and sector-specific
climate scorecards for high-risk industries.

4. Client engagement strategy - 4th stage includes an in-depth client
engagement strategy and advisory support for the clients with high
residual risk. Effective client engagement is pivotal tool aiming to manage
climate-related risks while supporting clients’ transition to sustainable
practices. Our robust approach involves several key components, with
more detailed explanations in Section D of this document.

vernance structure which will oversee the effectiveness of managing
climate risks and opportunities at the Bank.

\
N\

%
ARMSWISSBANK

v - r e 9o
- -
v
‘z Q & ¢ S

Aoblication Off-site Due Climate-adjusted On-site Due Case agreement Approval and

PP Diligence Due Diligence Diligence with Donors disbursement

Client * Information C&E data e Visitto
meeting & collection collection business
needs e Financial Green location
sl analysis eligibility e Cross-check
Description of R — criteria checks the provided
needs and Climate risk information

Lending
Department
finalises
report for
Credit
Committee

Loan approval

Disbursement

Post-
disbursement
monitoring
check
Based on In parallel,

e (inherent) results credit
Credit history Climate analyst

review scorecard prepares

client activity heatmap

Legal check

Lending
Department
shares the
details with
Credit Risk
Department
for opinion

Loan offering

Application

Check of all Climate risk checklist for
permits and (residual) E&S risks
licences Client

engagement

Figure: Climate-adjusted due diligence — where it fits in loan origination process?

Risk Monitoring

To support effective risk management and monitoring, we will establish
climate risk governance structure which will oversee the effectiveness of
managing climate risks and opportunities at the Bank.

Defining Climate Risk Appetite

ArmSwissBank is developing a Climate Risk Appetite Framework based
on mMmateriality thresholds and aligned with our overall business and risk
Mmanagement strategies. This framework will serve as a governance tool to
align climate-related risks with strategic and financial goals, and to guide
responsible risk-taking across the institution.

We will adopt a sector-specific approach, setting key risk indicators (KRIs)
and limits tied to emission reduction targets for 2030-2050. These metrics
will be regularly reviewed and updated based on climate scenario analysis,
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regulatory developments, and technological progress. By embedding
climate risk appetite into decision-making, we aim to strengthen risk
culture, enhance transparency, and ensure our portfolio remains resilient
through the transition to a low-carbon economy.

Climate Risk

Appetite

4 1

- Strategic target-setting process

Audit and Control - Definition of climate risk

management strategy and risk
capacity

3 2

. . - Climate Risk Appetite definition
Monitoring and Reporting

- Definition of climate risk limits

Figure: Our approach and key steps in Climate Risk Appetite definition
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Enhancing Internal Reporting

ArmSwissBank is enhancing internal reporting by integrating climate
risk indicators into existing risk management structures. Physical and
transition risks will be assessed alongside financial risks, with regular
reporting to senior management and risk committees. A strong
governance setup, including dedicated climate risk teams, will ensure
accountability and continuous improvement. This approach enhances
transparency, regulatory alignment, and supports a more resilient and
sustainable financial system.

Proxy data from Exterr‘1ally Already existing Data sources will improve over time
31 parties acquired - * The data collection, management, and
customer data technology strategy must remain
T~ flexible to support varying levels of data
Data sources granularity across use cases such as

sustainability targets, climate stress
testing, risk modelling, and disclosures.

Improvements in internal data infrastructure * Business processes must evolve
incrementally to generate new climate-

related data points.

Disclosure processes will require
regular updates as new regulatory

j requirements emerge.

functions e Calculation and aggregation methods
must remain robust and consistent to
ensure accurate representation.

A\
Data collection and classification across

¢ As quantitative disclosure requirements
grow, enhanced internal reporting will
be essential to demonstrate progress

and ensure compliance with regulatory
expectations and climate-related

. i commitments.
Supervisory Risk management Internal
. metrics (incl stress .
reporting testing results) reporting

Figure: Our approach for enhancing reporting and data classification processes
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C.2 External client engagement strategy

Effective stakeholder engagement is a core pillar of ArmSwissBank’s
Climate Transition Plan. Given that over 99% of our total GHG emissions

are attributed to our clients, engaging with them meaningfully is essential

for meeting our climate targets and driving real decarbonization across
our portfolio.

Our engagement strategy is designed to support the transition by
fostering dialogue with clients, industry peers, public institutions, and
regulators. This includes promoting decarbonization, aligning with
emerging sustainability standards, and advocating for enabling policies.
Engagement activities will be conducted through multiple channels—
direct consultations, industry forums, collaborative initiatives, and regular
reporting—ensuring transparency and alignment with our strategic
objectives.

We will integrate insights from these interactions into our product
development, policy updates, and business strategy, ensuring that our
financing decisions reflect both global climate goals and client-specific
needs. Responsibility for engagement is shared across business lines

and corporate functions to ensure a coordinated and effective approach.
A major focus of our strategy is supporting SMEs, which often face
capacity constraints in pursuing low-carbon transitions. We will begin

by identifying priority clients in our most carbon-intensive sectors and
INitiating engagement through a structured questionnaire. Based on

the feedback from SMEs, we will design a tailored capacity-building

y
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and advisory program to help SMEs close identified gaps. Clients
demonstrating readiness will be offered customized green financing
solutions to accelerate their transition.

Capacity
Building

Carbon
Footprint
analysis

Green finance
solutions

SME decarb
programme

Transition
planning
advisory

Climate risk
assessment

Figure: Approach to SME decarbonization programme

Supporting SME Decarbonization: Key areas of engagement
To empower SMEs in their low-carbon transition, ArmSwissBank will provide targeted
support across five key areas:

Capacity Building

SMEs often lack the technical knowledge to navigate decarbonization. We will develop
tailored training, sector-specific workshops, and expert-led sessions to build internal
capabilities and improve understanding of sustainability regulations and best practices.

Carbon Footprint Analysis

We will help SMEs measure and track their GHG emissions, establish baselines, and
identify emission hotspots. Training will align with global standards such as the GHG
Protocol and SBTi to support goal setting and progress monitoring.

Climate Risk Assessment

Using our internal climate risk framework, we will support SMEs in identifying and
mitigating both physical and transition risks. Advisory will focus on operational resilience,
energy efficiency, and long-term risk management strategies.

Transition Planning Advisory

We will assist SMEs in developing actionable decarbonization roadmaps, integrating
renewables, improving resource efficiency, and aligning with evolving regulatory
requirements and circular economy principles.

Green Finance Solutions

To overcome financing barriers, we will offer tailored products such as green loans and
sustainability-linked credit lines. Additionally, we will connect SMEs with climate-focused
investors, technology partners, and support networks to accelerate implementation.
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Engagement approach
with key external
stakeholders

CLIENTS

Support clients to meet their financial
needs in sustainable way. Regularly
solicit and respond to client feedback

about ArmSwissBank’s products, services,

and organization, and endeavor to build
long—Ilasting relationships based on
trust and mutual respect

COMMUNITIES

REGULATORS AND POLICYMAKERS
Strive to maintain an open, ongoing
dialogue with supervisory authorities
and regulators. Responsible corporate
citizenship demands a strong
commitment to a healthy and informed
democracy through civic and community
involvement.

SUPPLIERS

PEERS

Proactively engage with peers in the
industry to exchange transition expertise
and collectively work on common
challenges and represent the financial
sector's views cohesively to external
stakeholders, such as clients and
regulators.

ESG RATERS

Ensure the Bank’s decisions are informed  Engage in dialogue with key suppliers on Regularly engage with ESG rating
by diverse perspectives, particularly of topics including ability to operate agencies to provide them with
the communities it serves. efficiently and effectively, deliver information relevant to the Bank.

products and services that meet clients’

needs, manage risk and controls and

drive climate agenda.

Figure: Approach to engagement of internal and external stakeholders

D.Accountability

To build credibility and transparency in our climate transition strategy,
we recognize the importance of establishing robust metrics and targets.
These allow us to effectively communicate our commitments to both
Internal and external stakeholders. By incorporating quantitative
measures, we ensure that our low-carbon ambition is supported by clear
objectives, concrete actions, and ongoing progress tracking.

D.1 Climate metrics & targets

D.1.1 Climate metrics
To comprehensively assess and manage our climate-related risks and
opportunities, we have identified key climate metrics that align with

International best practices. These metrics provide a structured approach

to measuring emissions, financial mobilization, and engagement efforts,
enabling us to track our progress over time.

ARM SWISSBANK

Metric Metric definition

Operational GHG emissions (Scope 1, 2 and 3 category 1-14) Absolute gross greenhouse gas emissions tonnes of CO2 equivalent

Financed emissions (Scope 3, category 15) Emission intensity for power, concrete and buildings

Climate-related transition risk Amount and percentage of our loan portfolio exposure to climate-related

transition risks

Climate-related physical risk Amount and percentage of our loan portfolio exposure to climate-related

physical risks

Mobilizing green finance Measure the amount and percentage allocated to climate-related opportunities

Client engagement Measure the number of engagements with clients in support to their low-

carbon transition

Figure: Definitions of our climate metrics

D.1.2 Climate targets

To ensure transparency and accountability in our climate transition
strategy, we have established a structured framework for tracking and
Mmeasuring progress across our operations and financed activities. By
setting clear, science-based targets, we aim to effectively manage climate-
related risks, capitalize on opportunities, and contribute to a sustainable,
low-carbon economy. By integrating these frameworks into our strategy,
we can systematically reduce greenhouse gas emissions, assess

transition and physical risks, mobilize green finance, and enhance client
engagement in the low-carbon transition. The following table outlines our
key metrics, targets, and reporting commitments.



Metric

Objective

Baseline

Source

Progress

Mobilizing Measure the | Monitor amount of | We aim to scale up the | 2023 IFRS S2 Report
green amount and | lending aligned with | mobilization of green annually
finance percentage climate-related finance by increasing against the
allocated to | opportunities, relative | capital flows towards baseline
climate-related to total assets sustainable projects and
opportunities low-carbon solutions.
Through strategic
partnerships, innovative
financial instruments, and
alignment with global
climate goals, we seek to
enable the transition to a
more sustainable
economy while mitigating
climate-related financial
risks
Client Measure the | Monitor and | Engaging with clients is | 2023 TPT Report
engagement | number of | document critical to driving annually
engagements interactions with | meaningful progress in against the
with clients in | clients identified as | climate action, fostering baseline

support to their
low-carbon
transition

having material long-
term climate-related
risks, focusing on their
transition strategies,
risk mitigation efforts,
and opportunities to
align with sustainable
and resilient practices

innovative solutions, and
supporting their
transition toward
sustainable and resilient
practices

Operational | Absolute gross | Reduce Scope 1 and | Measuring our GHG | 2023 GHG Report
GHG greenhouse gas | Scope 2 GHG | emissions helps us Protocal, annually
emissions emissions in | emissions by 29%, | understand our direct SBTI, IFRS against the
tCO2 equivalent | 71.4% and 90% by | and indirect impact on S2 baseline
2030, 2040 and 2050 | the climate, and to tackle
respectively. identified climate risks
and opportunities
Reduce Scope 3 GHG
emissions by 17.5%,
42.5% and 90% by
2030, 2040 and 2050
respectively.
Financed Emission Align power, concrete | We aim to assess and | To be PCAF, IEA Report
emissions intensity for | and buildings portfolio | manage the carbon | calculated, B2DS, annually
power, concrete | with 2030, 2040 and | intensity of our financed | subject to GCCA 2050, | against the
and buildings 2050 emission | portfolio, ensuring | the SBTi baseline
intensity targets alignment with sector- | availability CREEM, IEA
specific decarbonization | of portfolio NZE
pathways. By doing so, | emissions
we seek to support the | data
transition to a low-carbon
economy, mitigate
climate-related financial
risks, and contribute to
global net-zero
commitments.
Climate- Amount and | Measure % of our | By tracking and analysing | 2023 IFRS S2, Report
related percentage of | lending vulnerable | this exposure annually, CBA’s ESG annually
transition our loan | against transition | we enhance our ability to Risk Radar against the
risk portfolio risks, relative to total | mitigate financial risks, baseline
exposure to | lending. Track | support clients in their
climate-related annually the | transition efforts, and
transition risks exposures against the | align our lending strategy
climate risks through | with evolving climate
annual materiality | regulations and low-
assessment process carbon pathways.
Climate- Amount and | Measure % of our | By tracking annual | 2023 IFRS S2, Report
related percentage of | lending vulnerable | exposures through our CMIP6 annually
physical risk | our loan | against physical risks, | materiality = assessment against the
portfolio relative  to total | process, we seek to baseline
exposure to | lending. Track | enhance resilience,
climate-related annually the | inform risk mitigation

physical risks

exposures against the
climate risks through
annual materiality
assessment process

strategies, and ensure
alignment with climate
adaptation frameworks.

Figure: Overview of our climate metrics and targets
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Operational emissions targets

We are committed to reducing our operational emissions (Scopes 1and 2) by
29% by 2030 from a 2023 baseline, in line with the SBTi's Well below 2 Degrees
pathway. Additionally, we aim to reduce our Scope 3 value chain emissions

(excluding financed emissions) by 17.5% by 2030, focusing on supply chain

decarbonization, sustainable procurement, and lower-carbon business travel.

By 2050, we plan to achieve net-zero emissions in our operations through

a minimum 90% absolute reduction across all scopes, with only residual

emissions neutralized through high-quality carbon removals.

ARMSWISSBANK

Portfolio alignment targets

We are committed to alignhing our lending and investment portfolio with

the Paris Agreement by progressively reducing the carbon intensity of our
financed emissions. Our 2030 targets focus on key high-emission sectors—
power generation, concrete manufacturing, and buildings—using science-
based benchmarks such as the IEA Beyond 2°C Scenario (B2DS) and PCAF
methodologies. We aim to significantly lower financed emissions intensity

IN these sectors while actively engaging with clients to support their

decarbonization. By 2050, our goal is to achieve net-zero financed emissions,

ensuring our portfolio contributes to a low-carbon, climate-resilient economy.

2023 (tCO2e) 2030 (tCO2e) 2040 (tCO2e) 2050 (tCO2e)
Scope
65.00 45.89 18.59 6.50
Scope 1
46.00 32.48 13.16 4.60
Scope 2
220.00 181.50 126.50 22.00

Scope 3 Category 1-14

Figure: Operation emission targets for short, medium and long-term

Power Scope 1 tCO,e/MWh IEA B2DS
. Scope 1,2,3
oo™ e | o | SOTCREEN,
e Embodied 2 NZE
buildings .
emissions)
1,2 BTi CREE E
Construction — (Sizope 23 iIZ-E CREEM, IEA
office buildings Embodied tCO.e /m2
emissions)
. Scope 1,2,3 SBTi CREEM, IEA
Construction — (ie NZE
retail buildings Embodied tCO.e /m2
emissions)
Concrete
. Scope 1 tCO2e/m3 GCCA 2050
manufacturing Roadmap

Baseline

2023 emission
intensity

To be calculated,
subject to the
availability of

portfolio emissions
data disaggregated
across scopes and
corresponding
sectoral production
outputs.

Targets (emission intensities)

2030 2040 2050
0.229 0.072 -0.008
0.264 0.084 0.011
0.410 0.130 0.014
0.414 0.122 0.013

0.308* N/A 0**

Table: Sectoral emission intensity targets for 2030 and 2050
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D.2 Governance

D.2.1 Climate integration into governance structure, roles, responsibilities
and compensation

Our approach to climate governance is to provide oversight and leadership for
our climate strategy, including our strategic ambition, and risk management
frameworks. It is important that climate transition plan flows directly from
governance and leadership tone. Thus, we are considering identifying

senior personnel for specific oversight and implementation roles and
responsibilities, and linking remuneration, where structure allows, to achieve
progress on our low-carbon journey.

Robust climate governance
arrangements are crucial for
effective Climate Transition
Plan implementation. The
appropriate governance structure
for climate-related risk and
opportunity management will
always be dependent on the
nature and complexity of the

Bank's activities and the type of
climate-related risks to which it is
exposed. Across ArmSwissBank,
strategic business units and functional groups should be engaged in climate-
related activities to monitor, evaluate and respond to risks and opportunities

ARMSWISSBANK

posed by climate change and our role in the low-carbon transition. Our
approach is to embed climate governance within our governance framework
and to outline distinct roles that different committees and management-

level business functions play in providing oversight and decision-making.
Against this backdrop, we are considering setting up an internal Sustainability
Task Force (STF) to lead and execute our Climate Transition Plan and

develop a strategic approach to understanding the climate-related risks and
opportunities to which our operations are exposed to in the short, medium, and
longer term. The Directorate will supervise the process and be responsible for
the implementation of this strategic approach. The Board’'s remuneration will
gradually be exploring how to embed climate KPIs in the current remuneration
scheme.

Table: ArmSwissBank’s
ESG governance
structure
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Board of Directors (BoD)

The BoD will be responsible for overseeing the Climate Transition Plan and its
Implementation over time. Further BoD will also oversee the management
of climate risks and ensure that appropriate risk management systems and
controls are in place. The Risk Management Committee is accountable to
provide support to BoD on the Bank’s current and future climate risk appetite
and climate risk strategy, as well as support BoD in monitoring the Climate
Transition Plan implementation. The BoD would take a principled approach
to climate accountability, engagement and integration of climate-related
risks and opportunities into our purpose and long-term business strategy.
The BoD will remain informed on climate trends, risks and opportunities

for ArmSwissBank to ensure these are understood, assessed, managed and
actioned by management through regular reporting and dedicated BoD
training sessions.

Directorate (D)

The Directorate (D) will set ArmSwissBank’s climate ambition and be
accountable for the Bank's Climate Transition Plan implementation. The

E&S Risks Officer (aka Sustainability Coordinator) will report regularly to

the Executive Director (CEO) or CRO. Our Executive Director would be
responsible for setting the right tone company-wide and establishing our
ESG and climate-related priorities. The Directorate approves the Climate
Transition Plan, ensures that sufficient resources are available for all activities,

N
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and receives progress updates on the key (strategic) climate initiatives —and
escalations in case impediments arise. This includes regular review of the
Bank's exposure to climate risks and the assessment of the effectiveness of
the climate risk management process. In addition, the Directorate members
responsible for the business lines (Corporate, SME and Retail) should
champion the low-carbon transition strategy and the transition process to a
more inclusive society.

Sustainability Task Force (STF)

The Sustainability Task Force (STF) will consist of (at least) D-1 representatives
of the key domains, including Risk Management and Compliance
Department, Business Development Department, Lending Department,
Accounting & Reporting, Legal, Procurement, Human Resources and
Marketing, and will be chaired by the E&S Risks Officer. The STF ensures

the implementation of climate decisions across the Bank and in their

own domains, and approves implementation plans for key climate topics.
They also provide recommendations to the Executive Director on decision
making regarding climate strategy, ambitions, and resources (e.g., FTEs). The
STF is mandated to guide and align the different climate activities within
ArmSwissBank. The approval of sustainability & climate policies is not in scope
of the STF. The approval of sustainability & climate policies should follow
regular governance, running through the Directorate and the Board ESGC and
Risks Committee. The business lines should be responsible for delivery and
compliance with adopted sustainability & climate policies.
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Integration into three lines of defense model (3LoD model)

Climate risk and opportunities management follows the well-established
roles and responsibilities of the first, second and third line of defense in all
Impacted risk categories:

1.Business Line Management (BLM) as First Line of Defense

BLM, as Ist Line of Defense, would be responsible for climate risk and
opportunities management in the day-to-day operations in responsibility
within the defined climate risk appetite. Business divisions oversee business

strategy, objectives, target-setting and developing initiatives and action plans.

Additionally, BLM would be focused on defining green eligibility rules and
ensure their integration into products as well as in climate risk management
process.

2.Control Functions as Second Line of Defense

Control functions, as independent risk management functions, should be
responsible for development, implementation and in certain cases to operate
climate risk management framework. These risk management functions
complement the BLM risk management activities through its steering and
reporting function. Risk management functions ensure that climate aspects
are covered and integrated in the risk management framework and risk
appetite assessment and are properly considered in risk control and operative
risk management tools and processes.

3.Audit function as Third Line of Defense

N\
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Verification functions, i.e. auditing functions as 3rd line of defense ensuring
and independent assessment over climate risk framework as well as
functionality of the implementation process.

Further work will be needed to enhance other governance elements. Notably,
several activities will be directly linked to those under risk management and
strategy.

Compensation linked to climate-related targets

Climate related KPIs for compensation, for example, are a direct result of
target setting process, climate opportunity and risk materiality assessments,
and green allocations. Key to Armswissbank’'s ESG governance framework is
to foster enterprise-wide accountability by both quantifying and aligning our
iIncentive compensation awards to ESG performance. Once the target-setting
process is performed, the Armswissbank would strive to introduce climate-
related KPIs and link compensation to climate-related targets for executives
and the key personnel included in ESG governance model.

D.2.2 Building internal capacities

Transition plan requires organization-wide reorientation and culture change.
As part of the change program, broader awareness and understanding of the
transition plan should be built, so employees throughout the organization
understand how and why ArmSwissBank is adapting the business model|,
what is expected of them, and how they can contribute.

Adequate training and in-depth capability building programs will be planned
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to ensure staff are upskilled where needed, that the Board is
apprised of the latest sustainability and climate considerations,
and that the business units receive the requisite tools and
tailored support to execute ArmSwissBank's climate transition
plan.

Board-level sessions

Board-level sessions to create
awareness on top level,
increase knowledge and obtain
board input and buy-in

Strategic sessions based on
“look around, look ahead,
look inside” principle

Sessions workshops focused
on predefined topic: climate
change, sustainable finance,
environmental sustainability
etc.

ARM SWISSBANK
Specific detailed General knowledge

knowledge sessions training

Specific detailed knowledge General sustainability and
sessions on certain topics or climate knowledge sessions and
portfolios for different teams in awareness trainings for full

the Bank. organization.

Workshop on specific sector-
approaches

Workshop on ECB building
blocks such as governance &
strategy, risk management,
risk appetite, disclosures etc.

Regulatory developments and
supervisory expectations

Figure: Proposedapproachincapacity building, skillsdevelopmentand culture acrossfunctions
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The Bank is supervised by the CBA





