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I. GENERAL INFORMATION

FOR SKB GROUP

« Number of employees (end of year) 912 « Number of customers 244,827
- bank SKB 200,734
- SKB Leasing Group 44,093
Evolution of SKB Group’s balance sheet main items
(M EUR) 2018 2017
Balance sheet 3,313.9 3,174.3
Loans to customers 2,440.3 2,282.4
Customers’ deposits 2,499.0 2,341.2
Equity 356.5 368.2
Capital adequacy ratio 12.7% 13.3%
Key results and indicators of SKB Group’s performance
(M EUR) 2018 2017
Net banking income 121.2 110.7
Overhead expenses -60.4 -58.2
Operating profit 60.9 52.5
Provisions and impairments 9.5 0.5
Net profit 57.6 434
ROE 16.6% 11.7%
Cost/Income ratio 49.8% 52.6%

Key result drivers

Individual clients’ Dec. 2018

activity indicators

« Number of accounts 1.8% 173,463
-N f
gmbero accounts 3.0% 126,582
with regular payment
« Number of E-banking 8.7% 112,343
users
. NumE)erofMOJ@SKB 55,220
users
« Number of cards 2.6% 219,774
« Volume of loans 8.1% 1,122.0 M EUR
- Housing loans 9.7% 855.6M EUR
« Volume of leasing 7.2% 243.7MEUR
« Volume of deposits 9.0% 1,624.5M EUR

Corporate clients’ activity
indicators

« Number of accounts
« Number of E-banking users
« Number of Moj@SKB users*

« Number of domestic payment
transactions

« Number of international
payment transactions

« Volume of loans
- Loans without state
« Volume of leasing

« Volume of deposits

“new product available for individuals since Nov 2017 and for corporates since Feb 2018
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« Number of outlets

A V%

2.8%
2.8%

4.2%

11.2%

2.2%
4.1%
12.8%
2.8%

54

4.4%
6.9%
6.7%
-3.2%
-56 bt

9.5%
3.7%
15.9%
1,865.6%
32.7%
+492 bt
-281 bt

Dec. 2018

17,819
16,616
3,849

13,766,220

975,706

836.4 M EUR
779.7M EUR
2382 M EUR
874.5M EUR
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MAJOR BUSINESS EVENTS

In SKB, with our work and expertise, we help build the future of our clients. We offer clients high-quality products and services, and at
the same time we are aware of the importance of building good business relationships with them and our responsibility to the wider
environment in which we operate. In order to further improve client satisfaction, we undertook a systematic measurement of their
satisfaction with a visit of our outlets (On The Spot Project), which is an integral part of the broader "Customer Experience" Project of the
parent Group Société Générale. In the near future, we will also begin to measure customer satisfaction with other types of contacts with
the bank, that is, through the online and mobile banking and contact center.

In order to be closer to our clients and to further improve their satisfaction with our services, in last year we completely transformed

our sales network, enabled faster decision-making processes, and standardized and unified the way of work. We have improved our
internal efficiency and at the same time introduced in our business operations a number of technological improvements, new processes,
approaches and services. We are in process of transforming our daily banking offer with all the documentation related to the procedures
for opening accounts, checking clients data as well as subscribing to services.

In the field of financing, we simplified and enriched the consumer loans with a changed offer of quick loans and introduced instalment
credit cards. We increased our market share in loans in all segments of clients, retail and non-retail. Our housing loans offer with fixed
interest rate was in particular attractive on the market.

We increased the number of accounts and the quality of already opened accounts, increased the share of active accounts and of
Prestige accounts in the segment of private banking clients. For the latter, with the support of Société Générale Private banking, we
created an attractive offer with special structured investment products for the refinement of the individual's assets. With this kind of
offer we are unique on the Slovenian market. Thanks to the good cooperation with the e-Student Service, we managed to increase
the number of clients from the youth segment. For micro and small enterprises and sole proprietors who want to provide economic
security and protection against the loss of income of the company with the insurance of key persons, we introduced a novelty on the
market, Podjetniska varovalka (the Enterprise Safeguard), at the beginning of 2018. With large companies, we have deepened our
business cooperation by providing special services in the field of structural financing, simplification of documentary transactions,
asset management and synergies within the SKB Group, SKB Leasing and SKB Leasing Select, as well as with our sister company, ALD
Automotive, which is dealing with business rental vehicles.

We improved the contact points through which the client operates with the bank. We established a fresh, modern and to clients' digital

needs customized website (www.skb.si). In partnership with Nova KBM, we enabled to the clients significantly facilitated and expanded
availability of network of ATMs throughout Slovenia territory. At the same time, we developed and upgraded the services of the mobile

bank Moj@SKB, including in the ensuring of clients' security, and made improvements in the banking services' offer with the support of
the Contact Center and with SMS messages. \ ‘e also upgraded SWIFT messages.

In 2018, a large number of development force: were dedicated to fulfilling the regulatory rec Jirements, reporting on finance management,
risks, insurance, and effective use and manage ment of data. On the basis of the structural ch inges that we made in 2018, in the year 2019
we will be able to do some, for the bank and ¢ ‘ents, significant commercial improvements, < ich as offer of packages, designed according
to customer needs.

ANNUAL REPORT 2018 | GENERAL INFORMATION FOR SKB GROUP | 5

SOCIETE GENERALE GROUP



PRESENTATION OF THE GROUP

SKB GROUP

The SKB Group consists of SKB Bank and SKB Leasing Group, which includes SKB Leasing and SKB Leasing Select.

SKB Bank is a development-oriented universal bank, providing a comprehensive and diversified range of high-quality banking products
and services, through various distribution channels, including 54 outlets across Slovenia as well as modern banking channels like
e-banking, telephone banking, the ATM network, payment and credit cards. SKB Bank, as a retail bank, offers a wide variety of financial
services to its clients (individuals, and small, mid and large entities) and does not deal with any financial instruments on its own account.

Companies SKB Leasing and SKB Leasing Select complement the banking services with the leasing products. They offer all leasing
products, apart from real-estate leasing, to individuals as well as to companies through the branch network of SKB Bank, located in large
regional centers and also through sales agents. SKB Leasing and SKB Leasing Select also share with the SKB Bank some services in order
to benefit from all possible synergies.

The SKB Group pays special attention to building comprehensive and long-term relationships with its customers. The quality of our
services, based on excellence in execution and expert advisory, is enhanced by our responsiveness to client needs and by continually
improving the locations in our network. Both allow us to satisfy the needs of our existing clients while attracting new customers,
individuals, and small and mid-size entities. We have clearly put the focus of our portfolios on individuals, sole proprietors and small
& middle enterprises. For each segment of clients, we look for specific strategies with dedicated sales approaches and corresponding
managerial support lines. At all stages of the sales process we try to develop a comprehensive and standardized approach.

As a subsidiary of the Group Société Générale, SKB Bank receives strong support in terms of transfers of technology and business
opportunities and can also give access to the broad international network of Société Générale to Slovene companies, in particular for
developing business in Central, Eastern and South-Eastern Europe.

With the inclusion of the specific products and services of Société Générale ALD Automotive, the range of our banking products meets all
the financing needs of our clients. With respect to savings products, SKB’s co-operation with the asset management company Amundi
enables the Bank to offer to its customers a wide scope of investment opportunities. With selected insurance companies, SKB is also
developing a wide variety of insurance and investment products to satisfy all needs of its clients.
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THE SOCIETE GENERALE GROUP

Founded in 1864, Société Générale is one of the leading financial services groups in Europe operating in 67 countries, employing 147,000
staff of different nationalities and serving 31 Millions of clients.

Société Générale Group used to be organized around three core businesses:

« French Retail Banking, which encompasses the Société Générale, Crédit du Nord and Boursorama brands. Each offers a full range of
financial services with omni-channel products at the cutting edge of digital innovation;

« International Retail Banking, Insurance and Financial Services to Corporates, with networks in Africa, Russia, Central and Eastern
Europe and specialised businesses that are leaders in their markets;

« Global Banking and Investor Solutions, which offers recognised expertise, key international locations and integrated solutions.

In 2017, and in order to make our organization more agile, more efficient and closer to our clients, Société Générale has decided to split its
activities into 17 Business Units and 10 Service Units. SKB is now part of the "Europe- International Retail Banking” Business Unit.

Based on a diversified universal banking model, the Group SG combines financial solidity with a strategy of sustainable growth, and aims to
be the reference for relationship banking, recognised “highest standards” on its markets, chosen by its clients for the quality of its products
and services and for the commitment of its staff.

The values of the Group SG are: team spirit, innovation, responsibility and commitment.

Société Générale Group is rated:

« Al by Moody’s (December 2018),
« Aby S&P (December 2018),

+ Aby Fitch (December 2018).

INTERNATIONAL NETWORKS

For more than a decade, the Société Générale Group has pursued a diversification strategy to step up its international development in
regions with considerable potential. Its success with its customers is the result of implementing a universal banking model adapted to
local circumstances. As a result, SG enjoys a leadership position in regions such as Central and Eastern Europe, Russia, North Africa, Sub-
Saharan Africa and French Overseas Territories.

The Group is involved in financing the different economies of the regions where it has expanded its operations via an innovative range of
products and services and partnerships that it has formed with its customers.
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Il. STATEMENT BY

CHIEF EXECUTIVE OFFICER

In 2018, and for the fifth consecutive year, Slovenia has enjoyed an
excellent year, with a significant growth and a new strengthening
of all its economic and financial indicators.

In this favourable context, despite a still strong competitive
environment and the increasing constraints coming from the
legislators and from our regulators, SKB Group has performed
very well.

SKB bank has indeed continued to increase its market shares,
especially on individuals and on SMEs. It on boarded new clients
and grew its portfolios of loans by 5.8%, for the benefit of the
Slovene economy. Our bank has also successfully intensified
its efforts in order to monitor its overhead expenses and has
hence been able to post a satisfactory level of operating profit.
In addition, and despite the fact that we have continuously
implemented our conservative methodology of provisioning,
SKB bank has enjoyed an excellent net cost of risk, due to the
improvement of the situation of some corporate or individuals,
and of course also to the good performance of our Assets
Recovery Department.

SKB Group obtained a net profit of 57.6 M EUR, the second highest
result ever in its history. The cost to income ratio landed below
the 50% threshold, at 49.8%, and the return on equity reached
16.6%.

In 2018, SKB bank has launched new products, like the instalment
cards, and has paved the way for new products innovations that
will become accessible to clients as soon as the first half of 2019.
It has further upgraded its trade finance and cash management
capabilities, its private banking franchise, and has continued to
invest heavily in its digital transition in order to provide its clients
with better products and services and to increase their level of
satisfaction.

Our leasing subsidiaries, SKB Leasing and SKB Leasing Select
have also largely exceeded their commercial and financial targets
for 2018, with growing market shares and volume of business, and
anew highest result ever.

As a conclusion,  would like to thank each of our clients for

their loyalty and their trust in Société Générale’s companies in
Slovenia - SKB bank, SKB Leasing, SKB Leasing Select and ALD
Automotive Slovenija, our vehicle fleet management company.

| also would like to congratulate each of our colleagues for their
professionalism, and for the hard and successful work done again
during the year 2018. Their commitment and their team spirit
have largely contributed to the award we have obtained from
“The Banker” (2018 Bank of the year in Slovenia), for the 7th time
over the last 8 years.

As every year, SKB Group commits to reach even more ambitious
goals in 2019, at the service of our clients. The future is you!

= SKkB
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Andre Gardella
Chief Executive Office

ANNUAL REPORT | STATEMENT BY CHIEF EXECUTIVE OFFICER |

8



Ill. REPORT OF THE BOARD OF DIRECTORS

SKB d.d. has a one-tier corporate governance system.

The corporate governance system is established in such a way as to enable operational and professional management of the bank and its
current business, while also enabling quality and in-depth supervision of operations and implementation of defined tasks and strategic
directives of the bank’s owners.

Four Committees are functioning within the Board of Directors: the Audit Committee, the Risks Committee, the Compensation Committee
and the Nomination Committee. All four Committees are dealing with the issues under their competence. The Presidents of these
Committees regularly report on their work to the Board of Directors.

The reports of the Board of Directors, Audit Committee, Risks Committee, Compensation Committee and Nomination Committee about
their work in 2018 are presented hereinafter.

The Board of Directors performs its functions in accordance with competences set out in the Companies Act, Banking Act, Guidelines of
the European Central Bank and European Banking Federation, Decisions of the Bank of Slovenia, Statute of SKB d.d., Rules on work of the
Board of Directors of SKB d.d., Code of Ethics of SKB d.d. and of Société Générale Group and Guidelines of Société Générale Group.

At the General Meeting of Shareholders held on 29 May 2018, some changes in the Statute of SKB d.d. were accepted, including the part
that the Annual Report of the bank is adopted by the Board of Directors and no longer approved by the General Meeting of Shareholders.
Therefore, in exercising its powers, the Board of Directors particularly:

« examines the Annual and other financial reports of the bank and adopts the Annual Report,

« examines proposal for resolution on the use of balance sheet profit,

« supervises the adequacy of procedures and effectiveness of the Internal Audit Department performance,
« gives consent to the appointment and discharge of the Head of Internal Audit Department,

« explains to the General Meeting of Shareholders its opinions on the annual report of the Internal Audit Department and opinion to the
Annual report of the Management,

« adopts and supervises execution of the general principles of incomes’ policies,
« forms the Audit Committee, Risks Committee, Nomination Committee, Compensation Committee and other committees,

« discusses the findings of the Bank of Slovenia or the European Central Bank (when in accordance with the EU regulation 1024/2013
European Central Bank performs the authorizations and tasks of supervision over bank), the findings of other bodies when said findings
refer to the bank, findings of the tax inspection and other regulatory bodies when performing supervision of the bank,

« performs other task and decides on other matters in accordance with the law.

The Board of Directors may examine and check the books of accounts and documentation of the bank, its funds, securities kept and other
matters.

The Board of Directors gives its consent to the General Management of the bank for the:
« definition of the bank’s business policy,

« definition of the banks’ financial plan,

« definition of organization of internal controls system,

« definition of the frame annual work program of Internal Audit Department.

The Board of Directors may give its consent with regards to the previous paragraph also subsequently and approve, ex-post, the decisions
made by the Executive Directors, provided that the decisions comply with the corporate rules of Société Générale.

The Board of Directors gives its consent also for the following operations and matters of the bank:

« conclusion of a legal transaction based on which, considering the overall exposure of the bank, including indirect credit exposure, the
bank’s exposure to a single party or to a group of related parties would reach or exceed ten percent (10%) of the bank’s eligible capital as
set out under item 71(b) of Paragraph 1 of Article 4 of the Regulation (EU) no. 575/2013,

« conclusion of a transaction which causes that the overall exposure of the bank including indirect credit exposure of the bank to a single
party or a group of linked parties, would increase for each next five percent (5%) or the acceptable capital of the bank,

« cancellation of the audit inspection contract, concluded between the bank and the audit company, before the termination of the term,
agreed in the contract,

« dismissal of the Head of Risk Management,
« plan of activities for Risk management in the accordance with the strategies and policies of Risk accepting and managing,

ANNUAL REPORT | REPORT OF THE BOARD OF DIRECTORS AND ITS COMMITTEES | 9



« conclusion of the transaction with a person in a special relationship with the bank if due to this transaction or common value of all
transactions the overall exposure of the bank to a single party including the indirect exposure reach or exceed 100,000 EUR, and for each
further transaction whereby the overall exposure of the bank against a single party from all transactions increase for the subsequent
100,000 EUR whereas for conclusion of the legal transaction in cases from this paragraph the approval is also needed.

The General Meeting of Shareholders of the bank was held on 29 May 2018. Due to the expiration of the term of office to the previous
members of the Board of Directors, the Board composition changed. The Board of Directors is still composed of seven (7) members,
among them four (4) are newly appointed. In its new composition, the Board of Directors continued its work in accordance with the
adopted plans of the Board of Directors in the previous structure, since they were directed towards ensuring safe and efficient business
operations of the Group SKB.

Principles of professionalism, expert competence and experience in various field of operations, reputation of the proposed candidates,
their team work ability as well as adequate representation of both genders were fully respected.

The Board of Directors held its 1st constitutive session immediately after the session of the General Meeting of Shareholders and
appointed the President of the Board of Directors, the General Management and the members of all four Committees of the Board of
Directors.

Self-assessment of the work of the Board of Directors and its Committees

The work of the Board of Directors was duly organized and performed in compliance with the Rules on the work of the Board of Directors.
The members of the Board of Directors were provided with professionally prepared material enabling an in-depth discussion and
professional decision-making.

The contents of the work of the Board of Directors are indicated hereinafter.

We believe that the Board of Directors was provided with adequate regular reporting and other information, as well as with additional
explanations at the meetings and had sufficient number of meetings with the General Management of the bank, in order to be able

to responsibly monitor the bank’s operations, risks management, activities of Internal Audit and Permanent Control as well as the
compliance with the rules of operations. The Board of Directors actively participated in the formation and implementation of the Bank’s
business policy with focus on management and monitoring of various risks, ensured compliance of operations with the legal regulations in
force and supervised the work of the General Management of the bank.

The President of the Board of Directors performed the task in line with the Rules of procedure on the work of the Board of Directors of SKB
banka d.d. Ljubljana and cooperated regularly and professionally with the General Management of the bank. The President chaired the
sessions of the Board of Directors in the way as to enable the Board of Directors to perform accountable and professional decision-making
of the Board of Directors.

The communication and cooperation between the Board of Directors and the General Management of the bank were professional, regular
and correct. In their discussions on pending issues, the members of the Board of Directors were at all times led by the due care for prudent
and safe operations and by the search for possible improvements in all segments and fields of operations and supervision in the bank,
also based on experiences of the Société Générale Group.

In order to even better supervise and manage the bank, the Board of Directors was actively involved in the bank’s work also through its
four (4) Committees and it thus contributed to a better safety and rationalization of the bank’s operations. The Board of Directors regularly
monitored the work of its Committees, as the Presidents of these Committees were reporting on their work to other members of the Board
of Directors. The members of the Board of Directors were always invited to the sessions of the Audit Committee and Risks Committees
even if they were not members and they attended those sessions as often as possible. All members of the Board of Directors were actively
involved in discussions and contributed constructive proposals, what is evident from the minutes of the sessions of the Board of Directors
and its Committees.

The submitted descriptive self-assessment of the work of the Board of Directors and its Committees in 2018 shows that the members of
the Board of Directors regularly attended the meetings and actively participated in the discussions and decision-making of the Board of
Directors or its Committees and were thus successfully orienting and supervising the operations of the Bank in 2018.

In accordance with the provisions of the Banking Act and consequently also with the implementing regulations thereof, the Board of
Directors started, very early, the discussion about the method of assessment of the suitability of its members and key function holders in
the bank, as it passed the “Rules on assessment of suitability of the members of the Board of Directors and key function holders” already
in 2014. The latter had been prepared in compliance with the technical standards and EBA guidelines. Over the last years, these Rules have
also been upgraded. The assessment of work and suitability of each present and new member of the Board of Directors as well as the
assessment of suitability and work of the Board of Directors as a whole were also prepared on that basis.

In 2018, the Board of Directors adopted, for the purpose of harmonization with the new regulations and good practices, and based on a
preliminary discussion at the session of the Nomination Committee, the modifications and amendments to the “Rules of SKB banka d.d.
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Ljubljana on assessment of suitability of the members of the Board of Directors”, defining more detailed criteria for the assessment of the
members of the Board of Directors which contribute to the quality of the corporate governance of the bank and of SKB Group.

All the activities were led in a harmonized way and with a full trust and mutual respect of the members of the Board of Directors, which
contributed to the successful operations in 2018 of the SKB Group as a whole. This is evident from the report on operations of the bank
and SKB Group in 2018, as the bank and SKB Group registered very good business results last year.

During the whole year, the Board of Directors acted in compliance with the rules related to the prevention of the conflicts of interest and
important business contacts in accordance with the Decision on arrangement of internal governance, governing bodies and internal
capital adequacy assessment process of banks and savings banks, issued by the Bank of Slovenia. According to the Board of Directors no
conflict of interest in the work has been noted, and at the same time, general measures were carried out permanently in order to prevent
any conflict of interest.

In 2018, five (5) regular sessions of the Board of Directors were held: two in the previous and three in the new composition. The quorum
was met at all sessions, what is also noted in the minutes.
The list of attendees is indicated in the minutes of the sessions of the Board of Directors.

At its sessions held in 2018, the Board of Directors above all:

« discussed and reviewed the Annual Report on SKB Group’s operations in 2017 and the Internal Audit Report for 2017 and was also
informed about positive opinion of the independent external auditor Deloitte Revizija d. 0. 0., and suggested to the General Meeting of
Shareholders for approval,

- discussed periodical reports on operations and on implementation of business policy in 2018, whereby a special attention was paid to
the achievement of the planned commercial objectives, development of the bank and of SKB Group, risk exposure and management of
all kinds of risks, management of costs, as well as to strengthening of the position of the bank in the Slovenian banking sector,

« was regularly informed of the work and decisions of the Audit Committee, Risks Committee, Compensation Committee and Nomination
Committee,

« contributed to the preparation of the material for the above stated Committees in order to achieve a better transparency and an easier
understanding of more complex topics,

« discussed periodical reports on large exposures, paid special attention to the large exposures of the bank towards certain companies or
groups of companies and towards individual sectors and agreed with the bank’s strategy for these companies,

« was informed of and agreed with the bank’s non-performing exposures (NPE) management and restructuring plans and agreed with the
documents (quarterly reports), regularly submitted by the bank to the Bank of Slovenia,

« discussed the report on ICAAP and ILAAP of SKB Group in 2017 and agreed with the risk assessment with regard to the bank’s strategy
which provides that the risk policy is adequate in terms of the bank’s profile and strategy,

+ passed the strategy of SKB Group regarding the risk appetite and regularly monitored its implementation, paid a special attention to the
reports on the review of formation of provisions and impairments,

« discussed and passed the annual report on prevention of money laundering and fight against terrorist financing in 2017,

« discussed the report on compliance of operations for 2017 and annual action plan for 2018,

« regularly discussed all letters, decisions, orders and recommendations of the supervisory institutions or regulators,

« discussed and passed SKB Group’s operational plan and financial budget for 2019 and guidelines for the period 2020-2021,

« discussed the reports of the Internal Audit Department on regular and extraordinary inspections of the bank's units and was informed of
the key findings and recommendations arising from the audits that had been carried out,

«+ passed the action plan of Internal Audit for 2019,

« was given information about the strategic plan of audit inspections for the 5-year cycle (2019 - 2023),
« passed the changes of the Rules on operations of internal auditing,

« was given oral information about the external audit of the Internal Audit Department in SKB Group

+ passed the changes and amendments to the SKB d.d. Rules on assessment of suitability of members of the Board of Directors
(harmonization with the regulatory changes and good practices),

+ was informed about and agreed with the annual assessment of the Nomination Committee that each member of the Board of Directors
individually and the members of the Board of Directors as a whole met the adopted criteria and attained the objectives as set,

« discussed and passed the changes and amendments to the Resolution on internal controls system in SKB Group,

« discussed and agreed with the SKB document representing the contribution of SKB Group in the Banks Resolution Plan within Société
Générale Group, which is a part of its plan,

« confirmed the credit limits of SKB d.d. on its subsidiaries SKB Leasing and SKB Leasing Select,
« monitoring of the given ECB/BS inspection recommendations,
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« passed the amended remuneration policy of SKB Group,
« passed the changes and amendments to the Rules on work of the Board of Directors of SKB d.d.,

« discussed the activities related to digitalization of banking operations, including the mobile banking project in SKB d.d. and monitored
the implementation of the planned activities,

« passed the schedule of the Board of Directors sessions and its Committees for the year 2019,
« got acquainted with all other information as submitted.

Two representatives of the Joint Supervisory Team of ECB/the Bank of Slovenia (JST/ECB) were also present at one of the sessions of the
Board of Directors which was already held in the new composition.

Compared to the previous year, the business environment improved in 2018. The economic growth had a positive impact on operations
of the clients and consequently on operations of the bank as well, the banking activities were intensified. However, investments that

are still modest and the weak consumption result in a surplus of liquidity, which is deposited in the central bank at a negative interest
rate. Competition among the banks has tightened, the banking concentration process has started and the business models of banks are
changing. In such conditions, the Board of Directors monitored the bank’s operations with a particular care and analyzed its results.

In all, SKB d.d. always acted in line with SKB Group’s and Société Générale Group’s risk management policy, respected all regulations in
the Republic of Slovenia as well as the guidelines of the Bank of Slovenia and orientations of Société Générale.

The policy of timely and prudent measures with regard to the changing conditions on the market, in the banking sector and in the
economy as a whole, orientation towards clients, diligent control over operating costs and risks enabled SKB Group to attain a very good
business resultin 2018.

During this period, the General Management of the Bank was regularly, timely and comprehensively informing the Board of Directors and
the competent Committees of the Board of Directors, with written and oral reports, on operations of the bank; its business strategy and
policy, development plans, risk profile, economic situation in Slovenia and in the banking environment, as well as of realization of the set
guidelines.

Before convening the General Meeting of Shareholders of the bank, the Board of Directors discussed all the materials and gave its
consent for all the proposed resolutions that had been submitted to the shareholders for decision making at the 32nd General Meeting of
Shareholders of SKB banka d.d. Ljubljana, held on 29 May 2018.

The members of the Board of Directors have the possibility to inspect, at any time, the books of account of the bank, to require reports on
operations in each single segment as well as on clients. They regularly meet with the internal as well as with external auditors.

Société Générale Group as well as the SKB Group pay a lot of attention to innovation, commitment, responsibility and team spirit, as well
as to the business ethics. These are the values that are implemented in practice in our everyday work.

In this respect, all the members of the Board of Directors of SKB d.d. also have adequate education level and experience in various fields of
operations, in finance or in banking operations in particular, as well as the know-how related to operations in companies and they perform
their work conscientiously and professionally, in compliance with the highest ethical standards.

The Board of Directors estimates that cooperation with the General Management of the bank was carried out on a highly professional level
and was constantly oriented towards a common goal - successful and secure operations of the bank in the strained economic conditions,
what is reflected in the very good business results of the bank. The Board of Directors congratulates the General Management of the bank
and all its employees for the achieved result in 2018 and for having been awarded, once again, the title “Bank of the year 2018 in Slovenia”
by the magazine The Banker.

The members of the Board of Directors express their most sincere acknowledgements to all employees of the SKB Group for their
dedicated work and professionalism, which significantly contributed to its reputation.

The Board of Directors also thanks the clients of SKB Group for their loyalty, and the shareholders for their strategic orientation and
support.

Jean-Philippe Guillaume
President of the Board of Directors
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REPORT OF THE AUDIT COMMITTEE

The responsibilities of the Audit Committee are above all:

monitoring the financial reporting process,
monitoring the efficiency of internal controls system in the bank, internal auditing and risk management systems,
monitoring the obligatory audit of the annual and consolidated financial statements,

reviewing and monitoring the independence of the auditor of the bank’s annual report, particularly in providing additional non-audit
services,

proposing to the Board of Directors the appointment of the candidate for auditing the Annual Report of the bank,
supervision of the integrity of financial information issued by the bank,

assessing the composition of the Annual Report including the formation of the proposal for the Board of Directors,
cooperation in defining the important segments to be audited,

cooperation in preparation of the agreement between the auditor and the bank,

cooperation with the auditor in auditing the bank’s Annual Report particularly by mutual information on major issues concerning the
audit,

ensuring that all functions monitored by the Audit Committee comply with changes in the legal and regulatory environment performing
other tasks defined by the Statute or by resolutions adopted by the Board of Directors.

The Audit Committee functioned within the frame of the Board of Directors and assembled in 2018 at four (4) regular sessions.

Quorum was met at all sessions of the Committee as evidenced in the minutes of the sessions of the Committee. In case of an
absent member the latter authorized another member of the Board of Directors to represent and vote on his behalf at the session
of the Committee. On some sessions also other members of the Board of Directors were present, which contributed to even better
acknowledgment of the work and responsibilities performed by the Audit Committee.

The composition of the Committee changed after the General Meeting of Shareholders held on 29 May 2018 due to the newly appointed
members of the Board of Directors.

At the 1t session of the Board of Directors held on 29 May 2018, Clara Grigore was appointed President of the Audit Committee. Since
the function of the President of the Audit Committee has to be independent and due to the fact that Clara Grigore is in the Group SG

the General Secretary for Europe and Russia, regions where also SKB d.d. resides, Clara Grigore was discharged at the 3rd session of the
Board of Directors held on 7 November 2018 as the President of the Audit Committee, and remained further the Committee member. At
that session Milorad Katni¢, already the Committee member, was appointed as the President of the Audit Committee and consequently

discharged as the President of the Risks Committee.

In 2018 the Audit Committee above all:

= SKkB

discussed the report on SKB Group’s operations in 2017 with enclosures and conducted an in-depth discussion in this respect with
representatives of the external auditor Deloitte Revizija d.o.o., without the General Management being present,

discussed the report of the external auditor to the General Management and to the Board of Directors together with the letter addressed
to the General Management of the bank by the auditor as well as the Statement on the internal governance arrangements in the bank,

discussed draft report on the work of the Audit Committee in the year 2017,
discussed draft report on the work of the Internal Audit in the year 2017,

got acquainted with the positive assessment of the IFACI (Institut Francais de |'Audit et du Controle Internes), which in 2017 conducted
independent external audit of the work of the Internal Audit in SKB, and in 2018 issued the Certificate to SKB on the basis of the findings
compliant with the international standards,

discussed the report on risks, impairments and provisions of the bank in the year 2017,

regularly discussed quarterly and half-yearly reports of the Internal Audit on their work and special reports on the review of
recommendations of the Internal Audit that had not been realized in due time,
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« discussed the reports on implementation of Permanent Control that includes, above all, the following segments of the bank’s
operations: operational risk management, including the presentation and analysis of operational losses and corrective measures,
monitoring key risk indicators (KRI), monitoring of all RCSA action plan and presentation of scenario analysis (SA); regularly discussed
IT security, security mechanisms for persons and equipment of the bank, bank’s Business Continuity Management (BCM), crisis
management; special attention was given to compliance, prevention of money laundering and terrorist financing; regularly discussed
also structural risks, tax risks and major legal risks, introduction of new products, operations with important external partners (EOS),
risks related to human resources and other topics,

« was regularly informed by a detailed report on information technology security policy in the bank,

« discussed and confirmed the action plan of the Internal Audit Department for the year 2019 and submitted it to the Board of Directors
for adoption,

+ was informed about the audit strategic plan for a 5-year cycle (2019-2023) and submitted it to the Board of Directors for adoption,

« agreed with the changes of the Rules of the work of Internal Audit Department and submitted them to the Board of Directors for
adoption,

« proposed appointment of the independent external audit of SKB Group for 2018, 2019 and 2020 and submitted it to the Board of
Directors for adoption,

« discussed the implementation of IFRS9 project,

« discussed the results of SG CACI questionnaire related to the implementation of the Audit Committee activities from which it derived
that the Committee performed its job very well,

« confirmed the schedule of Audit Committee sessions in 2019,
« performed other tasks in compliance with the Statute of the bank and resolutions passed by the Board of Directors.

With its in-depth work in monitoring the exposure of the bank to various risks, with its activities in monitoring the management of these

risks and with regular monitoring of implementation of recommendations of the Internal Audit of the bank and of the Internal Audit of the
Société Générale Group, the Audit Committee significantly contributed to the efficient work of the Board of Directors.

o{/\a(;_/

Clara Grigore
President of the Audit Committee
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REPORT OF THE RISKS COMMITTEE

The Risks Committee is an advisory body to the Board of Directors and performs the following tasks:
« advises on general, current and future tendency of the bank for risk appetite and on risk management strategy,
« assists in performing supervision over the senior management regarding the execution of risk management strategy,

« examines, without intervening in the Compensation and Benefits Committee’s tasks, whether the initiatives, provided by the
compensation system, take into account the risk, capital, liquidity, as well as the likelihood and time schedule of the bank’s incomes,
with the purpose of forming prudent compensation policies and practices,

« examines whether the prices of the bank’s products are fully consistent with the business model and risk management strategy of the
bank and, in case of identified inconsistencies, makes a proposal for measures in order to remedy the inconsistencies and submits the
proposal to the General Management and Board of Directors,

« asto the counterparty risks, the Risk Committee examines:
- contents and changes of the credit portfolio per type of facility and per debtor,
- key indicators (cost of risk, NPL, default ratios, recovery performance etc...),
- changes of the quality of commitments: sensitive, irregular, non-performing loans,
- compliance with the conditional authorizations issued by Société Générale Group,
- adequacy of the level of provisions for risks exposure,
- efficiency of bad debt recovery,
- changesin credit policy,
- review of collateral management.

In 2018, three (3) regular sessions of the Risks Committee were held.

The quorum was met at all sessions, as indicated in the minutes of the sessions. In case of an absent member the latter authorized
another member of the Board of Directors to represent and vote on his behalf at the session of the Committee. On some sessions also
other members of the Board of Directors were present, which contributed to even better acknowledgment of the implementation of the
risk policy.

The composition of the Committee changed after the General Meeting of Shareholders held on 29 May 2018 due to the newly appointed
members of the Board of Directors. At the 1st session of the Board of Directors held on 29 May 2018, Milorad Katni¢ was appointed
President of the Risks Committee.

Due to the takeover of the function of the President of the Audit Committee, Milorad Katni¢ was discharged as the President of the Risk
Committee and Maria Koytcheva Rousseva, already the member of the Risk Committee, was appointed President of the Risks Committee
at the 3rd session of the Board of Directors held on 7 November 2018.

At its meetings the Risks Committee discussed above all:

« reports on large exposure of the bank towards individual clients, groups of clients or sectors, and proposals of the bank’s General
Management for further activities to resolve these issues,

« periodic reports on credit portfolio for legal entities and retail banking,

« activities in the bank related to risk management, including the volume of formed provisions and impairments, periodic reports on large
exposure of the bank towards persons being in a special relationship with the bank,

« follow-up on Risk appetite framework and Risk appetite statement,

« thedraft SGintra-group limits and proposed the Board of Directors to pass them,

« thefinal report on implementation of IFRS 9 project,

« SKBd.d. contribution to the Group Recovery & Resolution plan for 2018.

« other matters in accordance with the Statute of the bank and resolutions passed by the Board of Directors.

The representative of the Joint Supervisory Team of the Bank of Slovenia (JST/ECB) was also present at one of the sessions of the Risks
Committee.

The Risks Committee focused its professional work above all on the analysis and monitoring of credit risks, but it discussed also other
risks of the bank and SKB Group. It devoted a special attention to the risk management and NPE management. With its work and regular

reports to the Board of Directors, it contributed to the efficient work of the Board of Directors.

/

Vit

Milorad Katnic
President of the Risks Committee
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REPORT OF THE COMPENSATION COMMITTEE

The Compensation and Benefits Committee is an advisory body of the Board of Directors which performs the following tasks:

« performs professional and independent evaluations of compensation policies and practices and forms, on their basis, the initiatives for
measures for improvement of the bank’s risk management, capital and liquidity,

« prepares the proposals for decisions of the governing body regarding the compensations, including those having an impact on risk and
risk management of the bank,

« supervises the compensations of senior management which performs the risk management function and compliance function.

When preparing the above mentioned decisions, the Compensation and Benefits Committee takes into consideration the long-term
interests of shareholders, investors and other interested parties.

In 2018, the Compensation and Benefits Committee assembled at three (3) regular sessions, whereby one was held as a correspondence
session. The Committee had also several consultations with the General Management of the bank.

Quorum was met at all sessions as evident from the minutes of the sessions of the Committee.

The composition of the Committee changed after the General Meeting of Shareholders held on 29 May 2018 due to the newly appointed
members of the Board of Directors. The name of the Committee was also changed (only in English) to the Compensation Committee.

At its sessions held in 2018, the Compensation and Benefits Committee discussed above all:

« reward to the two members of the General Management of the bank and members of the Executive Committee - ExCo (including key
function holders) for their work and confirmed the proposal. The Board of Directors agreed with the conclusions of the Compensation
and Benefits Committee.

« annual review of compensation for 2018 and guidelines for 2019,

« review of remuneration policy - report of Internal Audit from audit plan 2018,

« presentation of the results of the Employees Barometer 2017,

« presentation on the result C&C (Culture&Conduct) and anticipated actions,

« modification of the document ‘Compensation and Benefits Policy’ proposed to the Board of Directors for approval,

« report on the progress of implementation of the General Data Protection Regulation (GDPR) in Human Resources area.

In its professional work, the Compensation Committee focused mainly on implementation of all legal obligations of the bank in the field
of employment and remuneration of employees. A special attention was paid to costs management, number of employees, ratio between
the fixed and variable part of remuneration of the employees, performance of the employees, concern for adequate qualifications and
trainings for employees as well as their development both within SKB Group and Société Générale Group. All this has a positive impact on
stable and secure operations of the bank and SKB Group.

Jean-Philippe Guillaume
President of the Compensation Committee
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REPORT OF THE NOMINATION COMMITTEE

The Nomination Committee is an advisory body of the Board of Directors and performs the following

+ defines and recommends candidates for the members of the Board of Directors, including Executive Directors, by taking into account the policy
on selection of suitable candidates in accordance with the Banking Act,

« defines the tasks and required conditions for an appointment, including the assessment of time which is likely to be required for performing the
function,

« defines the objective of gender representation and prepares a corresponding policy on how to increase the number of representatives of the
underrepresented gender in the Board of Directors in order to achieve this objective,

. assesses, at least once a year, the structure, scope, composition and performance of the activities of the Board of Directors and prepares reports
related to eventual modifications,

«+ assesses, at least once a year, the know-how, skills and experience of each member of the Board of Directors and of the Board of Directors as a
whole and reports to the Board of Directors and to the General Management accordingly,

- regularly examines the policy of the General Management regarding the selection and appointment of suitable candidates for the members of
the bank’s senior management and prepares recommendations for eventual modifications,

« actively contributes to the fulfilling of the bank’s responsibility to adopt corresponding policies for evaluation of suitability of the governing
body members,

« when performing its tasks takes into account, to the greatest extent, that upon decision making within the General Management and Board of
Directors no individual or a narrower group of individuals prevails in the way that might be detrimental to the interests of the bank.

In 2018 the Nomination Committee assembled at one (1) session where all the members were present and at which it discussed:

« the annual assessment of the members of the Board of Directors in accordance with SKB Rules on assessment of suitability of the members of
the Board of Directors of SKB d.d.,

« proposal foramendments to the SKB Rules on assessment of suitability of the members of the Board of Directors and proposed it to the Board
of Directors for their adoption,

+ aproposal to the General Meeting of Shareholders of the bank on the expiration of the term of office for the members of the Board of Directors,
appointment of the new members of the Board of Directors and proposal for defining the attendance fees and fees for performing the function.

The Rules on assessment of suitability of members of the Board of Directors in the bank define, in particular, the activities to be carried out with
regard to the assessment of suitability of each member of the Board of Directors (acquisition of corresponding documentation according to EBA
questionnaire and questionnaire of Bank of Slovenia) as well as the assessment criteria, like for example reputation criteria (eventual criminal
proceedings, judicial proceedings, proceedings with regulatory bodies, connotations in media, etc.), experience criteria (professional career,
education level, working experience, trainings, etc.) and management criteria (eventual conflict of interests and expectations, available time for
performing this function, membership in governing bodies of other companies and organizations, etc.). The data on experience of the members of
the Board of Directors are publicly published on the bank’s website (Board of Directors). The Board of Directors is on 31 December 2018 composed
of seven (7) members - three (3) women and four (4) men, of various age, various education profiles and experience, what enables them to ensure
a constructive and critical judgment of decisions made by the General Management as well as an efficient control over the latter.

When assessing the suitability of the members of the Board of Directors, the Nomination Committee respected the adopted criteria and re-
assessed the suitability of each member of the Board of Directors as well as the proposed new members of the Board of Directors. In addition, a
separate assessment was made for the Executive Directors of the Board of Directors, separately for the non-executive members of the Board of
Directors and for the Board of Directors as a whole. The Commission re-established that the structure of the members of the Board of Directors in
terms of education, age, gender, experience, expertise and capacity for work in the fields falling under the competence of the Board of Directors
was adequate and ensuring a successful work and fulfilment of the set objectives, i.e., above all safe, stable and successful operations of the bank
and maintaining its reputation in the environment in which it operates.

The composition of the Board of Directors has to provide a quality and responsible discussion on all significant documents of the bank, strategy of
the bank in all segments and its implementation as well as on all facts and circumstances which might affect the operations of the bank.

All of the above was reported to the Board of Directors by the President of the Nomination Committee.

By performing its tasks, the Nomination Committee contributed to the bank’s solid corporate governance system with a clearly defined
organization, responsibilities and objectives in all segments of its operations.

With its work, the Nomination Committee contributed also to the efficient work of the Board of Directors.

The composition of the Committee changed after the General Meeting of Shareholders held on 29 May 2018 due to the newly appointed members
of the Board of Directors.

Pierre-Yves Demoures
President of the Nomination Committee
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VIEW OF THE BOARD OF DIRECTORS ON THE REPORT ON SKB
GROUP OPERATIONS IN 2018

On 26 February 2019 the General Management of SKB d.d. submitted to the Board of Directors, for preliminary consideration, the
unaudited Report on operations of SKB bank and SKB Group in 2018. The Board of Directors received also draft report on the work of the
Board of Directors and its Committees in 2018. At the same time, the Annual Report of the Internal Audit was submitted as well.

The Board of Directors discussed the report on its work and on work of its Committees at its 4th session, held on 7 March 2019.

On 2 April 2019, the General Management of SKB d.d. submitted proposal to the members of the Board of Directors to adopt the audited
Annual Report of SKB Group for 2018.

The report on operations in 2018 shows that both SKB Group and SKB bank performed well, as SKB Group registered a net profit of 57,569
thousand EUR and SKB bank a net profit of 53,693 thousand EUR, whereby the distributable net profit of SKB bank amounts to 136,251
thousand EUR.

The report on operations of SKB d.d. and SKB Group in 2018 with financial statements and attachments was examined by the auditing
company Deloitte Revizija d.o.o., which performed the audit in accordance with international accounting and audit standards.

The auditor issued to the General Management a positive opinion on financial statements and on the Annual Report.

Atits 5th regular session held on 23 April 2019, the Board of Directors discussed the audited Annual Report with the report of the auditing
company Deloitte Revizija d.o.0. and had no remarks and has adopted Annual Report of SKB Group for 2018.

During the time, following the submission of the unaudited Annual Report until the discussion of the audited Annual Report of SKB bank
and SKB Group, the members of the Board of Directors had the possibility to have additional insights in the operations of the bank and

to acquire information necessary for verification of the Annual Report. The Board of Directors hereby establishes that its members have
obtained all requested information regarding the operations of SKB bank, as well as of its subsidiaries, SKB Leasing d.o.0. and SKB Leasing
Select d.o.0..The composition of the Annual Report was also checked by the Audit Committee, which evaluated the composition and the
draft Annual Report positively.

The Board of Directors has established that the Annual Report of SKB Group shows comprehensive contents of operations of SKB bank
and SKB Group in 2018 and thus completes all previous information already submitted to the Board of Directors during the business year.
The Board of Directors also examined the proposal of the General Management of SKB bank for distribution of distributable net profit for
which the final decision will be made by the shareholders at 33rd session of the General Meeting of Shareholders that will be held on 6
June 2019.

The Board of Directors fully agrees with the proposal of the General Management and proposes to the General Meeting to distribute the
net profit of SKB bank generated in 2018 in the amount of 47.055.024,00 EUR.

Net profit of SKB banka d.d. Ljubljana in the financial year 2018 amounts to 136.250.907,46 EUR. SKB Banka's net profit for the financial
year 2018 amounts to 53.693.122,82 EUR, the amount of 47.055.024,00 EUR is used for the payment of dividends, and the amount of
6.638.098,82 EUR is transferred to retained earnings.

Gross dividend in 2018 amounts to 3,72 EUR per share.

As at the date of the General Meeting of Shareholders the net profit shall be transferred from the item net profit of business year 2018 to
the item dues from participation in profit - dividends.

Dividends shall be paid out on the sixth working day following the General Meeting of Shareholders, that will decide on the use of

distributable net profit, to the shareholders being registered in the central securities registry as holders of the shares of SKB banka d.d.
Ljubljana at the end of the fifth working day following the date of the General Meeting of Shareholders.
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The Board of Directors believes that the General Management of the bank and the Board of Directors met all the legal requirements in the
Annual Report for 2018.

The Board of Directors establishes that also in 2018 the economic situation was rather strained and complex. The liquidity in the bank, as
well as in the entire banking system, was high what caused a strong competition among the banks and consequently a decrease of interest
rate and of the interest margin, too.

The Board of Directors estimates that the cooperation with the General Management of the bank was performed on a high professional
level and permanently focused on the common goal - successful and secure operations of the bank what was reflected in the good results
of operations of SKB Group.

In 2018, the SKB Group has therefore intensified even more its activities leading to restructuring and optimization of operational processes,
reduction of costs and at the same time the activities for the growth of the volume of operations, increase of income and reduction of all
types of risks in the bank.

The rapid reactivity to the mentioned conditions in the economy and on the market and management of operational costs of the bank in
2018 have led to a good business result, whereby the main contribution consisted above all in a successful commercial activity, consistent
implementation of risk management policy and adequate formation of provisions and impairments, operating costs management and
endeavor of the employees to achieve the set goals.

It has to be pointed out that SKB bank operated better than most of its competitors and proved that its business model was adequate also
for operations in the most tough economic circumstances and enabled the bank to remain stable. Such working method and the achieved
results prove that the bank is on the right way in its development, that it is capable to ensure safe banking operations and is capable of

facing the challenges lying ahead.

The Board of Directors expresses its thanks to the General Management and to all the employees of SKB bank and SKB Group for the
achieved results.

Thanks also to all of SKB’s clients for their loyal business cooperation as well as to the shareholders for their adequate strategic orientation
and support.

Jean-Philippe Guillaume
President of the Compensation Committee
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IV. SKB GROUP STRATEGY

As a member of the Société Générale Group, the SKB Group is committed to constantly improving its business mix by combining quality
financial services and prudent risk management while continuously developing the synergies between its businesses. Our goal is to build
a solid, strong and safe relationship-focused bank, considered as the bank of the highest standards on the market, chosen by its clients for
the quality of its products and services and for the commitment of its staff. By enjoying client trust and focusing on long-term quality and
profitable growth, we are determined to remain a major Slovenian financial Group and to fulfil the expectations of our shareholders. The
Group also seeks to build a creative and encouraging atmosphere for its employees and to contribute to the overall development of the
Slovene society and economy as a whole.

Changes in the banking world
In the last couple of years the banking industry has been experiencing a period of profound economic, regulatory and technological
changes. Our strategy aims to adapt our activities to meet these challenges and provide contemporary solutions to our customers.

Meeting the challenge of economic growth

By supporting our customers’ projects on a daily basis and over the long term, SKB Group takes part in financing the client’s financing
needs by delivering competitive financial services. We aim to improve our market shares on loans, leasing and deposits, however, not at
any risk / reward ratio.

Various distribution channels

SKB bank is a client-oriented bank, providing a comprehensive and diversified range of high-quality banking products and services to its
clients, through various distribution channels, including outlet network across Slovenia as well as modern banking channels like mobile
banking, e-banking, telephone banking, the ATM network, payment and credit cards.

Well balanced business model

The well-balanced business model is generating strong synergies among SKB bank, SKB Leasing, SKB Leasing Select, and ALD Automotive,
with selected insurance companies and some partnerships. With the specific products and services offered by the range of our banking
and insurance products SKB Group meets all possible financing and investment needs of the clients.

Leasing contribution

SKB Leasing, a subsidiary of SKB bank offers all leasing products, apart from real-estate leasing, to individuals as well as to companies,
through the branch network of SKB bank located in large regional centres, and also through sales agents. The commercial network, as well
as the risk management and the finance functions of SKB Leasing, are shared with SKB bank in order to benefit from all possible synergies.
SKB Leasing Select, a subsidiary of SKB leasing, offers all leasing products for selected brands of vehicles to individuals and to companies,
through the network of respected dealers. All business support functions as well as risk management and the finance functions of SKB
Leasing Select are shared with SKB Leasing and SKB bank.

Serving a broad range of customers

The SKB Group pays special attention to building comprehensive and long-term relationships with its customers. To achieve a stronger
position on the market, we keep pace with our commercial activities by seizing all opportunities available on the market and by using our
competitive advantages, namely those deriving from our wide-spread network, our Société Générale affiliation, our diversified funding and
our specialized IT support, as well as from our strong capital base.

We, as retail oriented bank, have clearly put our focus on portfolios of individuals, sole proprietors and SMEs. Our offer to bigger clients

is primarily oriented to participation on their investment projects. For each segment of clients, we look for specific strategies backed by
dedicated sales approaches and the corresponding managerial lines.

Quality of services

The quality of our services, based on excellence in execution and advisory, is enhanced by our responsiveness to clients’ needs of our
existing clients while attracting new customers as well. We are relying on streamlining of our offer and making our decision-making
procedures faster. We are implementing fast loan granting procedures and improved relationship with our clients through our dedicated
commercial teams.

As a subsidiary of the Société Générale Group, SKB bank receives strong support in terms of transfers of technology and business
opportunities, and can also provide access to the broad international network of Société Générale to Slovene companies.
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Taking advantage of new technology

The digital revolution is redefining much of our daily lives, offering new ways to stay informed, to make purchases and to communicate.
Banks must take full part in this transformation by enhancing customer relations with new services, developing mobile solutions and
promoting new payment methods, while ensuring the security of systems, data and transactions.

SKB Group is embracing these technological developments as new opportunities to respond to changes in the methods of using banking
services and to build the bank of tomorrow. To better support commercial activities, we will optimize processes and organization in order
to free up additional time for our commercial officers. We will improve the documentation management for our operations to save some
costs and to reduce operational risks. We will offer our clients contemporary services when searching a simple, fast and quality banking
product.

Improvement of efficiency

We are targeting a permanentimprovement of our efficiency, as measured by the cost-to-income ratio. We shall continue to seek out
savings opportunities on any simplification in processes, by outsourcing services and all types of overheads as well as to increase all
sources of revenue while enhancing our control system and gradually transforming our processes.

In order to comply with its major shareholder’s strategy, the Bank aims to achieve a long term sustainable return on equity by generating
recurring revenues, pursuing stringent overhead cost management on all types of expenses and by continuing its prudent risk
management.

Prudent risk management

SKB Group is continuing to improve its risk profile by remaining very conservative at risk appetite, cautious in monitoring all types of risks
and responsive to any possible deterioration of the financial conditions of our clients, in order to adequately present the level of net cost
of risk.

Strong capital base
By maintaining a high level of pure Tier 1 capital, the Bank is able to grow in its businesses as well as absorb any sudden and unpredictable
dramatic decline in the economic environment.

Compliance with regulation
The SKB Group shall remain strongly committed to meeting strict regulatory requirements, especially in the client data protection as well
as on areas of various reporting, stress testing, risk and capital management.

Professional, creative and motivated staff

Capitalizing on the expertise we possess today we will maintain our level of sustainable management quality also in the future to
guarantee our clients the same or even higher levels of service. We will also take care that our employees continue to maintain the highest
standards of socially responsible, ethical and professional behaviour.

We know that our ambitious goals can be met only by team work that involves professional, creative and motivated staff. Our strategic goal
is to improve the knowledge and the culture of all employees and to especially focus performance assessments on profitability rather than
volume. We shall further strengthen the internal mobility of SKB bank and its subsidiaries staff, as well as promote Société Générale intra-
group mobility. The SKB Group also invests in the future of its employees by co-financing their supplementary pension insurance and by
promoting the participation of employees in the global employee’s ownership plan of the parent bank.

Committed to local environment

The SKB Group participates in the life and work of local communities through its outlet network all over Slovenia. We are closely linked to
the environment in which we operate, which is reflected in our sponsorships and donations to various sports, cultural and humanitarian
activities.

The progress we have made over the past few years illustrates the relevance of our business model and our ability to mobilize our
resources and move forward.

Capitalizing on our strengths and on our diversified portfolio of businesses, focusing on our conservative risk management and our
operational efficiency, together with the active participation of our employees and the support of our main shareholder, the Société
Générale Group, the SKB Group has the necessary foundation for the further development of its mission to finance the Slovene economy
and to continue supporting its clients’ development, while strengthening its position on the Slovenian banking market.
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V. BUSINESS REPORT

1. ECONOMIC TRENDS IN THE YEAR 2018*

In Slovenia, favourable economic growth continued also in the year 2018, remaining among the highest in Euro zone. According to the
Institute of macroeconomic analysis and development of the Republic of Slovenia (IMAD), gross domestic product (GDP) is higher for 4.5
% as a result of continued favourable export growth, increased private consumption and strengthened investments.

After extraordinary high growth rates in 2017 (+10.7%), Slovenian exports are facing more moderate growth in 2018 (+7.2%). IMAD
associates this with slower growth in foreign demand and the absence of one-off factors in the automotive industry, which significantly
increased exports particularly in 2017, but at smaller extend also in 2018.

With growing disposal income, favourable situation on labour market and greater consumer confidence private consumption (+2.2 %)
is becoming more and more important factor of economic growth. State consumption strengthened (+2.6 %) and derived mainly from
further employment growth in the state sector and growing expenses for goods and services. In 2018, investment activities remained
high (+10.6 %) not only in construction (housing and infrastructure investments), but also in investment in machinery and equipment;
encouraged with rising demand, higher capacity utilisation, and good business performance.

After stagnating in 2017, state investment, mostly in construction, increased substantially (also owing to the higher absorption of EU
funds).

Like in year 2017, also in year 2018 favourable trends on labour market led to strengthened employment and lowering the number of
unemployed persons. At the end of 2018 the number of registered unemployed persons amounted to 78.5 thousand, being 11.4 % less
than at the end of previous year. Real unemployment rate according to ILO amounted to 5.1 %.

Growth of gross wage per employee in the year 2018 (+1.6 %) remained moderate, improvements in labour market were reflected more
in employment growth than wages. Growth in public sector (+1.3 %) is linked to implementation of agreements with trade unions and
the regular promotions at the end of 2017, while in private sector (+2.3%) it is related to a gradual increase in inflation, good business
performance and a further decline in unemployment and limitations in employing workers with appropriate skills.

2018 inflation at the annual level reached 1.4%. Growth of prices was heavily affected by higher prices of oil in world markets and real
estate (+4.7%), more expensive services (+3.0 %), and communications (+3.3 %). Relatively low companies’ input expenses, and their high

revenues, for the time being do not increase the local inflation.

Government surplus in the year 2018 amounted to +303 million EUR or +0.7 % GDP and the consolidated government debt to 32.230
million EUR or 70.1 % GDP.

1Source: SORS, IMAD (Economic trends spring forecast 2019, March 2019)
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Export, investments and consumption are
the main elements of economic growth in
the year 2018

Real GDP growth
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Important macroeconomic indicators for Slovenia in the period from 2016 - 2018

Real growth rates in %, unless otherwise indicated ‘ 2018 ‘ 2017 ‘ 2016
GDP 4,5 4,9 3,1
GDP per capita in EUR 22.182 20.815 19.547
Inflation (end of year) 14 1.7 0.5
Final consumption 23 1.5 3.6
Investments 10.6 10.7 (3.7)
Unemployment rate (ILO) 51 6.6 8.0
Export 1.2 10.7 6.4
Import 77 10.3 6.6
Gross wage per employee 1.6 1.3 2.0
Government deficit/surplus (% GDP) 0.7 0.0 (1.9)
Government debt (% GDP) 70.1 74.1 8.7

Source: IMAD, SORS

At the end of December 2018 the total assets of the entire banking system in Slovenia
amounted to 38.8 billion EUR? (84.4 % GDP), being 0.8 billion EUR higher than at the end
of December 2017. On the assets side balances on accounts with central bank increased as
well as lending to non-banking sector and investments in securities, while lending to the
banking sector decreased. The highest growth was recorded in housing loans to individuals
as well as in consumer loans. On the liabilities side, the liabilities toward the banks and debt
securities decreased the most, whereas the deposits of non-banking sector increased. Loan
to deposit ratio decreased from 79.5 % at the end of 2017 to 76.7 % at the end of 2018.

For the second year in a row financial results of Slovenian banks are influenced by net
release of impairments and provisions. In 2018, the increase of net banking income was
driven by higherincome from financial instruments (includes also profit from selling non-
profitable banks’ portfolios) and growth of net interest income, which counts for nearly two
thirds of net banking income. Operating expenses remained at the level of 2017; therefore
operating profit increased due to higher net banking income. The entire banking system

in Slovenia recorded a net profit in the amount of 492.8 million EUR?, which is for 69.1
million EUR higher compared to previous year (of which 45.1 million EUR from net income
from financial instruments).

?Unaudited financial reults
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The second best financial result of
SKB Group since becoming part of the
Société Générale Group.
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2. FINANCIAL REVIEW OF SKB GROUP

2.1 ASSET AND LIABILITIES MANAGEMENT

SKB Group, composed of SKB bank, SKB Leasing and SKB Leasing Select, completed

the financial year 2018 with net profit in the amount of 57.6 million EUR, by 32.7% higher
than in 2017. This represents the second best result of SKB Group since it belongs to

international group Société Générale. Return on equity (ROE) increased from 11.7% in

2017 to 16.6% in 2018.

in 000 EUR

Net interest income

Net non-interest
income

Net banking income
Net banking income’

Overhead expenses

Gross operating
income

Gross operating
income’

Provisions and
impairments

Other

Profit before tax
Profit before tax’
Tax

Net profit

Net profit’

2018
82,258

38,968

121,226
118,256
-60,360

60,866

57,896

9,533

0
70,399
67,429
-12,830
57,569
55,118

2017 | Difference Change (%)
78,026 4,232 5.4
32,705 6,263 19.1

110,731 10,495 9.5
109,552 8,705 7.9
-58,223 -2,137 3.7
52,508 8,358 15.9
51,329 6,568 12.8
485 9,048 1,865.6

60 -60 -100.0
53,053 17,346 32.7
51,874 15,556 30.0
-9,686 -3,144 32.5
43,367 14,202 32.7
42,259 12,859 30.4

" Excluded income from sale of equity investments, valuation of equity investments and dividends received.

ANNUAL REPORT 2018 | BUSINESS REPORT | 24



SKB group realized 16.6% Return on
Equity (ROE) in 2018.

Interest margin of SKB bank remains
higher than the average of Slovene
banks.

Precise monitoring and costs
optimization in SKB Group.
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Evolution of net banking income (without income from equity investments)
(in milion EUR)
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=@ Net banking income (without income from equity investments)

In the year 2018 SKB Group generated 121.2 million EUR net banking income, by 9.5%
higher than in the year 2017; the growth of net banking income from business related
operations (excluding gains from sales of equity investments, valuation of equity
investments to fair value, and dividends received) amounts to 7.9%. Interest-bearing
operations, which present 68% of total net banking income, still remain the key income
generator at the SKB Group level. With increased lending activities, on the side of client
loans and leasing operations, and optimization of funding as well as regulation of costly
excess of liquidity, the net interest income of SKB Group increased by 5.4% in 2018. The
interest margin of SKB Group remained at the same level also in 2018 (2.54%), while SKB
bank managed to keep higher interest margin compared to the average of the Slovene
banks. Launched new products, together with improvement of contact points for customers
(website), and the Group's focus on improving quality of services, resulted in increased
volume of services and generation of higher fees and commissions, which represent the
Group's most important source of net non-interest income. The remaining part of net non-
interest income, which refers to netincome from equity investments, was relatively volatile
in the past few years. Compared to 1.2 million EUR of net income from equity investments
generated in 2017, SKB Group realized 3.0 million EUR in 2018 (consists of gains from sale of
equity investments, valuation of equity investments and dividends received). However, net
non-interest income was negatively affected by higher regulatory costs (Single resolution
fund - SRF and Deposit guarantee scheme - DGS), which increased by 0.5 million EUR to 3.0
million EUR in year 2018.

For many years SKB Group has carefully monitored and managed their expenses,

especially administrative costs. At the same time, the Group continues with automatization,
digitalization and optimization of business processes, which in the initial phases cause
additional costs. Additionally, the Group’s supervision expenses (regulatory) and the
expenses linked to increased volume of businesses rose. Due to increased need for
additional staff, especially in risk management, IT support and business network support,
the number of employees on average increased by 15 employees to 870 employees (average
number) in year 2018, which resulted in higher staff expenses. Consequently, the operating
expenses increased by 3.7% in year 2018.
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Higher cost efficiency

in SKB than in average Slovene banks.

Positive impact of reversals of net cost
of risk on SKB Group’s net profit.
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Evolution of cost to income ratio (without income from equity investments)
(in %)
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—@— (ost to income ratio (without income from equity investments)

Cost efficiency of SKB Group has improved; the ratio between costs and generated income
decreased from 53.1% in 2017 to 51.0% in 2018. In comparison with the average Slovene
banking system SKB bank kept lower cost efficiency also in year 2018.

Reversals from net cost of risk had a positive effect on SKB Group’s net profit for the third
year in a row. In favourable economic conditions SKB Group generated 9.5 million EUR
income from net cost of risk in 2018, mainly due to release of provisions of some bigger
deals and improved quality of the loan portfolio. At the same time, the Group reduced its
non-performing investments (NPL) to 3.4% at the end of 2018 from 6.8% at the end of 2017.
Coverage of bad debt with provisions remains at a high level of 65% at the end of year 2018
(66.4% at the end of 2017). Operations of SKB Group continue to be based on conservative
approach and rigorous risk management policy.

2.2 FINANCIAL RESULT
SKB Group (in million EUR) 2018 2017 | Difference | Change (%)
Securities 5184 4293 89.1 20.8
Loans 2,489.9 2,334.7 155.2 6.6
« Loans to banks 453 443 1.0 2.2
« Loans to customers® 2,440.3  2,282.4 158.0 6.9
« Other 4.2 8.0 -3.7 -46.9
::f):tcigc:i::;iities measured at 2,914.8 2,759.4 155.4 5.6
« Banks and central banks deposits 378.2 379.4 -1.3 -0.3
« Customer deposits 2,499.0 23412 157.8 6.7
« Other 37.6 38.7 -1.1 -2.9
Equity 356.5  368.2 -11.8 -3.2
BALANCE SHEET 3,313.9 3,174.3 139.7 4.4

*Includes loans measured at fair value and financial leasing
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Loans and leasing financing to individu-
als - generator of SKB Group’s good
results.

At the end of December 2018 SKB Group’s securities amounted to 518.4 million EUR,;

they encompassed structured deposits (5.9 million EUR), the Republic of Slovenia bonds
(375.6 million EUR) and the Republic of France bonds (136.9 million EUR), the latter with
the purpose of mitigating the interest rate risk of SKB Group. In year 2018 the exposure in
Slovenian bonds increased by +53.9 million EUR and by +35.3 million EUR in French bonds.

Costumer loans (in milLion EUR)

80.8

22.6
—9.6
87.2
23.3
~10.0

0,0 250,0 500,0 750,0 1.000,0 1.250,0 1.500,0 1.750,0 2.000,0 2.250,0 2.500,0

@ Individuals ® Non-financilal corporations ~ ® Long-term financial leasing
@ State ® Sole propretiors Other financial corporations
Other

In year 2018 loans to customers increased by +158.0 million EUR (+6.9%) and amounted

t0 2,440.3 million EUR at the end of December 2018. The highest growth was achieved on
loans to individuals (+91.8 million EUR or 8.9%), where SKB Group in a very competitive
environment increased the volume of housing loans by 9.7% (+75.8 million EUR) by offering
favourable terms and quality services. Reshape of the quick loan offer and introduction

of instalment facility on credit cards favourably impacted the volume of newly granted
consumer loans in year 2018, while even higher impact is expected in the following years. At
the end of 2018 loans to individuals amounted to 1,122.1 million EUR. Loans to non-financial
corporations increased by +26.6 million EUR (+3.8%) to 723.2 million EUR at the end of 2018;
SKB Group was successful in increasing the lending to small and medium-sized enterprises
(SMEs). Loans to state decreased by -6.4 million EUR to 80.8 million EUR, however loans to
other financial corporations, sole proprietors and other loans remained at a similar level as
at the end of 2017. In the field of financial leasing, the SKB Leasing Group, being a part of
the SKB Group, continues to be ranked among the leading leasing companies in Slovenia in
terms of new business deals, despite increased competition in the market. Financial leasing
increased by +47.1 million EUR (+10.8%) to 481.9 million EUR at the end of year 2018.

At the end of December 2018, the loans to deposits ratio (LTD) reached 97.7% compared to
97.5% at the end of the previous year.

Costumer loans compared to the same period last year
(in million EUR)

2.4500,0 +47.1 2,440.3
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Growth of deposits from individuals - a
sign of client trust.
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Costumer loans market shares (in %)
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SKB bank increased its market share measured by loans to customers by +23 basis points
to 10.0% at the end of 2018. SKB improved its position on the market especially on loans
to individuals with +20 basis points increase of market share (11.8% at the end of 2018), as
a reflection of good lending dynamics of housing loans. Market share measured by loans
to corporates increased by +6 basis points to 9.4%, especially due to increased volume of
loans to SMEs. Despite the decrease of volume of loans to state, SKB’s market share in this
segment increased by +24 basis points to 4.6%.

Customer deposits (in million EUR))

73,9
32,0
25,0
63,3
28,9
16,5

0,0 250,0 500,0 750,0 1.000,0 1.250,0 1.500,0 1.750,0 2.000,0 2.250,0 2.500,0

2018

2017

@ Individuals ® Non-financial corporations ® Sole propretiors

® Other Other financial corporations ® State

Liquidity of the banking system and the SKB Group continued to remain high in year 2018.
It was significantly influenced by evolution of customer deposits, which became an even
more important source of financing; at the end of 2018 customer deposits amounted to
2,499.0 million EUR, an increase of +157.8 million EUR (+6.7%) compared to the end of
2017. Due to the level of deposit interest rates close to zero, growth of deposits with shorter
maturities, especially sight deposits, continued in 2018. Deposits increased mainly due to
higher collection of deposits from individuals (+132.7 million EUR or +8.9%) as SKB Group
gathered significant funds with its product savings account triple plus. The growth of
deposits from non-financial corporations was low (+8.6 million EUR or +1.2%).
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Business model that ensures
capital strength of SKB Group.
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In year 2018 SKB banka kept its market position measured by customer deposits at 8.7%;

due to favourable offer of short-term deposits and increase of sight deposits SKB banka
increased its market share on individuals’ deposits, while the market share on corporate
deposits decreased.

SKB Group’s capital base consists entirely of core capital. This ensures quality foundations
for its operations, which also reflects in evolution of capital adequacy ratio (ratio between
equity and risk weighted assets). At the end of December 2018 the capital adequacy ratio
amounted to 12.7% In the last 3 years the Group’s capital adequacy slightly decreased due
to increased loan and financial leasing portfolios. Nevertheless, it remains safely above the

regulatory defined minimum.

18

16

14

12

10

Evolution of Capital adequacy ratio (in %)

16.4 16.2

13.5 13.3
12.7

2013 2014 2015 2016 2017 2018

—— (Capital adequacy ratio

2.3 IMPORTANT EVENTS AFTER THE CLOSING OF A

BUSINESS YEAR

There were no important events after the closing of business year registered.
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Age structure SKB group

17

’ 181

281

299

o till(17)
from 26 to 35 (181)
from 36 to 46 (281)
from 46 to 56 (299)

e overb56 let (134)

Aducational structure in SKB group

540

e [-IV
oV
VI- VI

= SKkB

SOCIETE GENERALE GROUP

3. HUMAN RESOURCES

Human resources policy followed the Bank’s values and business guidelines of the

Société Générale, based on teamwork, innovation, responsibility and commitment. New
recruitments were carefully planned and conducted in accordance with the business policy
of the Group, which is based on professional competence and standardization of work
processes.

Mobility of employees within the Bank ensured that we successfully filled gaps created

by new needs of the working processes and thereby enabled employees to become
familiar also with the work processes in other areas of the Bank’s operations and with their
innovative approach contribute to a sustainable growth of the Bank.

HUMAN RESOURCES STRUCTURE

At the end of 2018 the SKB Group employed 912 people, of which the Bank employed

829 employees (2017: 836), SKB Leasing and SKB Leasing Select 83 employees (2017: 76).
During the year we hired 79 new employees their average age was 30,7 years, whereas 79
employees left the Group. Compared to 2017 the number of employees did not increase.

Employees SKB Group 2018 2017 2016
All (31.12) 912 912 892
FTE (31.12) 865 868 842

In 2018, the average age of employees was 44,4 years, which is slightly lower than in 2017
(44,6 years). The share of employees with post-secondary or third-level education increased
by 1,12%. Thus the Bank employed as many as 540 employees with post-secondary or third
level education at the end of the year.

REMUNERATION

In 2018 the Bank continued to follow guidelines established in the past for the remuneration
of employees. The guidelines are based on employee’s achievement and the promotion

of individual progress. Since we wish to reward our best employees for their successfully
performed work and motivate them for the future we continued to allocate a significant
amount of funds for these incentives in 2018.
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TRAINING

We are convinced that the contribution to education and human resources development is of key importance for our success. Only trained
employees can follow the rapid changes in the financial market, so we take care of the continuous and comprehensive training of our
employees, and for this purpose we provide funds in advance.

In 2018, 24,610 training hours were conducted, which is on average 30 hours per employee. Each employee has attended at least one
training.

Trainings are largely carried out by internal trainers, or they are involved in the design of content and performance at both the company's
headquarters and the business network.

We also organize more trainings in the form of e-learning, with emphasis on operational risks, prevention of money laundering and
terrorist financing and compliance. Such e-learnings are organized at the level of the Société Générale Group and are compulsory for all
employees.

The employees also took part in individual forms of external training with selected topics from their professional fields.

The trainings were largely aimed at the development of sales skills, skills for more effective leadership, and greater personal effectiveness
and encouragement of teamwork.

We also regularly conduct foreign language courses, we have 4 different level groups for the English language and one French group. If
necessary, we also organize "tailor made" English language learning programs for different work areas (Key Accounts, Small & Middle
Enterprises) and individual Slovenian language course for expatriates.

As a parent bank Société Générale offers us great support in acquiring expertise, as well as managerial and other skills, by enabling us

to attend training sessions at the headquarters in Paris or its affiliates. The same applies to their knowledge and know-how which are
successfully transferred in our bank.

HEALTH AND SAFETY AT WORK

In 2018 we referred a total of 238 employees to periodical medical examinations in accordance with Health risk assessment for typical jobs
in the Bank.

In accordance with The Health Risk Assessment, of which the main goal is preventing injuries at work, health issues regarding occupational
hazards, we carried out 24 trainings and tests of our employees’ knowledge in the field of workplace safety. We also organized 24 fire safety
training courses and 22 training courses for persons responsible for evacuation and firefighting. Employees are also regularly referred to
periodic first aid courses for companies, and we organize training for the usage of a defibrillator.
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3.1. ORGANIZATION CHART OF THE BANK
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4. STATEMENT ABOUT NON FINANCE OPERATIONS

4.1 ORGANIZATIONAL GOVERNANCE

SKB, as a part of Société Générale Group, took over the model of corporate and social responsibility management based on the five pillars.

The first pillar is clients’ satisfaction and protection, providing the right service at the right moment, offering safety and protection of
clients’ interests and their assets.

“Ethics and governance” concerns the way in which we undertake day-to-day business, while respecting corporate values which are
the base of the Group’s integrity and responsibility culture and includes the manner in which we take care of environmental, social and
governance risks.

During this time of profound change, we believe that staff commitment is indivisible from the company’s performance and longevity. Our
responsibility is to encourage staff commitment by developing an ethical culture, respectfully to the individual differences and promoting
diversity that is also in the best interest of clients and staff.

Contributing to the fight against climate change is a major issue for SKB and Société Générale Group. The Group has set itself the objective
of contributing €100 billion for financing the energy transition between 2016 and 2020, while also reducing its own carbon emissions by
25% per employee till 2020.

SKB as a part of the Société Générale Group also strives to keep a focus on inclusion and sustainability.

4.2 HUMAN RIGHTS

SKB is doing business operations in Slovenia, a member of EU, with high level of human rights respect. SKB’s employees are committed to
high standards of human rights respect also as a member of Société Générale Group.

SKB Group strictly strives to maintain gender equality as well as other rights of employees, related to employment.

Employees have the right to use the whistleblowing channel with non-disclosure of whistle-blower’s identity. Whistleblowing rules are put
into practice by using the specially created e-mail address: opozorilo.opozorilo@skb.si. Each employee has also the right to report directly
to the mother bank via e-mail address: alert.alert@socgen.com.

4.3 LABOUR PRACTICES

SKB is a responsible employer and Group's staff policy follows the business guidelines of Société Générale Group. Its purpose is to properly
understand and anticipate challenges and upcoming changes, both in the wider business world and in the banking environment. With
appropriate training and skills development, SKB Group helps employees in their day-to-day work, as well as in the implementation of
changes resulting from changes in legislation or in business processes.

Concern for gender diversity reflects in the ability of SKB Group to choose a candidate or the existing employees who have the capabilities
that suits the best to the type of job or function without any bias. This approach is taken into account at all hierarchical levels in SKB

Group.

SKB Group strives to balance the representation of both genders at all levels as well as the diversity in knowledge, competencies and
experiences.

Thus, at the end of 2018 in SKB’s Board of Directors, three of seven members were women, in the Bank's General Management, out of two
members one was a woman; in the wider management level of the bank, out of ten members five are women; in the middle management
level, the share of women was 59%; among all employees, approximately 70% are female.

= SKkB

SOCIETE GENERALE GROUP

ANNUAL REPORT 2018 | BUSINESS REPORT | 34



Employment and employment relationships
In cooperation with the Société Générale Group, we offered young prospective students in international volunteering (V.I.E.) to gain
business experience in various fields of work. In the local environment, we also offer compulsory practice for students and students.

Conditions of work and social protection

Measuring the Leadership Model integration into the business process of SKB Group is carried out every two years with the so-called
“Employees’ Barometer” survey. The purpose of the research is to measure the employees’ satisfaction, to determine how deep is the
internalization of SKB’s and Société Générale Group’s values, employees’ feelings and experiences with working practices and procedures
in SKB Group. The results of the survey were presented to employees and various activities were carried out, which should contribute to
the greater employees’ satisfaction.

SKB Group also provides assistance to the employees in need. In cases where individual employee came into difficulties for various
reasons, SKB offered and provided her/him with professional and financial assistance; namely, the assistance in cases of natural disasters,
workplace challenges or in difficult family situations.

Social dialogue

Special attention is paid to the commitment of our employees, which is crucial for the success of the Bank. Recognizing the contribution
of every individual, ensuring a safe working environment and the diversity of our teams are the key for maintaining the employees’
commitment and, consequently, the Bank’s effectiveness.

SKB Group continued to follow guidelines established in the past for the remuneration of employees. The guidelines are based on
employees’ achievements and promote individuals’ progress. Since we wish to reward our best employees for their successfully performed
work and motivate them for the future, we continued to allocate a significant amount of funds for these kind of incentives in 2017.

Within Société Générale Group, SKB Group offered its employees access to the savings scheme according to the Global Workers' Program
(GESOP), within it each and every employee can decide on the purchase of Société Générale’s shares.

In addition to a safe working environment, a lot of attention is paid to the social aspect of the working environment by organizing social
events for employees and for their family members.

In SKB Group we also have appointed an employee whom the employees can contact in case of suspected harassment at work and seek
help.

The Bank's General Management, through its proxy on a weekly basis, conducts a regular social dialogue with workers' representatives,
where stakeholders get acquainted with current affairs. At least once a year, the General Management of the Bank meets with the Executive
Committee of the SKB Trade Union, which is the occasion for the participants to get acquainted with the achieved results, orientations and
goals for the future period.

Health and safety at work

The safe working environment and the health of the employees at their workplaces are crucial in SKB Group, as they provide an attractive,
efficient and towards sustainable development oriented working environment for employees.

In this purpose, a Safety Statement has been designed to prevent injuries and to protect health in the workplace. Our employees are
offered training in the field of occupational safety and periodic medical examinations.

Human development and training in the workplace

Abanking environment is changing considerably; along with it there are changes in the expectations of our customers, the technology
that goes towards the digitization of business and the changes in legal frameworks. All these changes affect the business operations of
SKB Group and the skills of employees that are necessary for successful performance. In SKB Group, various training were conducted,
which were attended by almost all employees. SKB Bank organized 241 different training courses which represents 24.610 teaching hours.
On average, an employees of the Bank participated in 8.3 trainings. Training programs were focused on the area of banking regulation,
risk management, compliance, sales and customer relations, management of employees and development of personal and behavioural
competencies of employees. We also organized foreign language courses, namely, 4 different level groups for English and one for French
language, as well as individual Slovene language course for expatriates. In recent years, we updated the way trainings are provided. A
large majority of employees in SKB Bank participated in various e-learning trainings, namely, 808 employees attended this sort of training,
which represents 97.5% of all employees. The remaining employees did not participate in the trainings due to personal reasons (longer
absences in time of educational activities).
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4.4 THE ENVIRONMENT

Prevention of pollution

In SKB, we are aware of our responsibility towards environment and we are following ambitious environmental policy defined on level of
Société Générale Group, which includes monitoring and improvements of direct influences to environment. SKB is participating in Planetic
Reporting project led by Société Générale Group for past 12 years. Main principles of the project:

« Monitoring energy consumption, which includes energy consumption decrease and implementation of renewable and environmental
friendly sources of energy,

+ Monitoring of company trips, implementation of measures to decrease them and substitution of business trips with other technical solu-
tions for distant communicating,

« Monitoring of paper consumption with implementation of measures for decrease consumption and usage of environmental friendly
(recycled) paper,

« Waste management for proper handling of waste produced in SKB Group,

+ Monitoring of water consumption and implementation of measures for decrease consumption,

« Monitoring and decrease of CO2 emissions, which result from above mentioned activities.

Data are collected on base of invoices, measurements and estimation. Reporting is performed in line with Société Générale Group
methodology. Emissions of CO2 are calculated within the Group.

Sustainable resource use

SKB is constantly decreasing energy consumption in KWH/occupant. We decreased energy consumption in 2018 in comparison to 2017 for
0.54% (from 5.228 KWH/occupant to 5.199 KWH/occupant) and based on 2014 for 5.82 % (from 5.520 to 5.199 KWH/occupant).

In 2018 we renovated three offices in which we installed new LED lighting and new more modern air conditioners. Partnership with NKBM
enabled us to optimize and reduce our ATM fleet for approx. 20% in 2018, while services for our clients were improved.

We intend to continue our efforts in next years by additional investments in more energy efficient IT equipment and other equipment,
with which we constantly decrease consumption of electrical energy and in a level possible also energy for heating. In next 2 years we

are planning replacement of existing ATM’s with new modern ones (less energy consumptive and more environmental friendly). For
period 2019-2022 renovation of Head Quarter premises is forecasted, where we plan to implement environmental friendly materials, less
consumptive HVAC devices and LED lighting.

Important contribution to energy consumption decrease represents also awareness of our employees for environmental friendly
behaviour. We are introducing regularly our environmental activities to them.

Climate change mitigation and adaptation

SKB is preparing its goals related to CO2 emissions in line with goals defined on group level (decrease of CO2 emissions in tCO2/occupant
for 25% till 2020 on base of 2014).

In line with above mentioned goals we decreased overall CO2 emissions in 2018 in comparison to 2014 for 20.49 % (from 2,05 to 1.63 tC02/
occupant).

We intend to increase the share of energy produced from renewable sources in our energy mix and to decrease our CO2 emissions even
further.

Protection of the environment, biodiversity and restoration of natural habitats
SKB actively manage waste produced by our business operations. All activities are performed in line with the valid state legislation and
with intention to preserve our environment for the future generations.

After completed process of shredding our paper documentation is delivered for recycling. Electronic waste equipment from our branches
is centrally collected in HQ building and delivered to licensed collecting company, which arranges further recycling of still usable materials
and proper destroying of non-usable materials.

SKB implemented sorted communal waste collection in 2011. We regularly remind our employees to achieve the proper awareness on
importance of sorting waste and on decreasing production of waste in general. Consequently the percentage of properly sorted waste in
bank is increasing year after year.

We are introducing alternative ways of business communication (tele conferences, videoconferences, e-learning) with goal to reduce

number of business trips. We are constantly decreasing number of company cars (for 8.10% in 2018) and mileages for business trips (for
2.82% in 2018). Consequently also CO2 emissions from transport are decreased every year.
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4.5 FAIR OPERATING PRACTICES

In SKB Group we have internal rules on the prevention of corruption based on the strict anti-corruption principles of the international
parent banking Group. These rules were confirmed by the General Management of SKB. The topic of prevention of corruption is included
in the work of the Committee on Operational Risks and Compliance, which meets quarterly. The Bank introduced special internal
education on this topic and, according to the model of Société Générale, also special e-learning, which is mandatory for all employees. In
addition, the measures and rules of SKB in the field of prevention of money laundering and terrorist financing include the monitoring of
possible abuses of the banking system also from the point of view of corruptive practices.

4.6 CONSUMER ISSUES

Fair marketing, factual and unbiased information and fair contractual Practices

We pursue our corporate values and include transparent and clear explanations in our clients” documentation, we regularly update them
and keep the clients informed. In communicating with them we emphasize the main advantages that are in line with our strategy, and on
the client's behalf we are pursuing the principle of non-taking too much risk.

Protecting consumers' health and safety

SKB Group ensures safety of the clients, the employees and the property in accordance with the Private Securities Act, the Minimum
Recommendations for the Security of Banking Operations in the Field of Protection of Persons and Property, the Adopted Security Policy
and the Security Standards. In order to ensure an adequate level of security, we carry out mechanical, technical, organizational and
supervision measures that are in the interconnection form an efficient and reliable security system.

Consumer service, support, and complaint and dispute resolution

With all due diligence and in line with the setting up the clients at the heart of our business, we also handle complaints. The main purpose
is to improve the Bank's operations and to get even closer to the needs of our clients. Complaints reports are reviewed quarterly by the
Customer Experience Committee, where the Bank's General Management is present, and short weekly reports are also being prepared, all
in order to improve relationships with clients.

Consumer data protection and privacy

SKB consistently follows data protection and privacy. With the implementation of the General Data Protection Regulation it established
additional, even stronger mechanisms for ensuring compliance with the Regulation. SKB has reviewed all the personal data processing
and assessed risks and risk mitigates. In addition, it has formalized the relationships with processors to maintain the same level of data
protection.

The bank informs consumers on the web site about all the rights, related to personal data protection, including the information on the
contact of the Data Protection Officer in the bank (dpo@skb.si). All customers’ requests are being answered in due time.

Access to essential services
Group SKB offers affordable access and use of personal account, access to debit card, cash withdrawals and digital banking by opening

the Basic Payment Account. This is only for individuals who do not yet have an account in Slovenia, regardless of the status of their
residence.
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4.7 COMMUNITY INVOLVEMENT AND DEVELOPMENT

Community involvement

Taking care of and being responsible for people and environment in which SKB does business operations are two of important corporate
key values. SKB as a consistent part of Société Générale Group, follows the same orientation towards social responsibility and sustainable
development as the parent Group. Its connection to the environment is evident in different forms of support meant for cultural, sports,
educational, humanitarian and philanthropic organizations and to their projects. SKB’s social responsibility is reflected in its transparent
business practice based on overall human ethical values and on respect for life, work and creativity of employees, of closer community
and wider social environment.

Education and culture

SKB strives to educate employees and clients and to raise their knowledge of personal finances management and also of companies
finance management.

SKB’s employees do not engage only in sports projects but strive for the well-being of the entire environment. To this end, in 2018 the
project SKB Urban Bee was started, with the aim of which is to preserve the Carniolan lavender, which is an indigenous species of bees in
the Slovenian environment and bees as indicators of healthy environment. An exemplary case of environmental concern is also a slightly
different form of teambuilding, which was launched by Risk Division’s employees at the end of September. The employees linked it with
socially useful work and thus contributed to a better life of children in Vzgojni zavod Planina.

Employment creation and skills development

In 2018, SKB in cooperation with the European Investment Bank (EIB), partly financed the projects of small and medium-sized enterprises.
A part of the loans for the Youth in Action was aimed at small and medium-sized enterprises employing people under the age of 30. Funds
have been used to finance projects by companies offering vocational training programs, internships and / or training for young people, or
have an agreement on cooperation with technical schools, other schools and universities, thus contributing to the creation of new and
preserving existing jobs, and to reduce unemployment among young people.

Technology development and access

In order to find the best banking services and solutions for clients SKB regularly carries out the user experience surveys, both for retail as
well as for corporate clients, as well as survey on the use of products and services. Based on the results of these surveys, SKB prepares
improvements and new products. There is also a lot of attention paid to internal initiatives and innovation, by means of which employees
are motivated for the development of innovative approaches, improvements, more effective internal processes and consequently better
services for clients. In SKB, we believe that the future is in the innovative solutions. Therefore we enable our clients to access to banking
services through modern technologies like internet and mobile banking, which are constantly updated to the highest quality and security
standards.

Wealth and income creation

In SKB Group, we participate in projects with local suppliers, thus enabling the development and growth of Slovenian experts and
companies in various fields. We also support various local initiatives, thus enabling the existence and progress of local projects or local
communities.
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Health

Team spirit, commitment, innovation and responsibility are the values which are stimulated among employees besides the Olympic
values. Namely, SKB has been proudly presenting itself as a main sponsor of the Olympic Committee of Slovenia (OCS) for 26 years now. In
the last several years, it has also been supporting the athlete Marusa MisSmas as her personal sponsor. This young perspective athlete took
also the main role of ambassador of the movement #Inevergiveup (#Vztrajam) in 2018. This SKB Bank's project motivates people to live an
active sport and healthy life, to persist, to search motivation and inspiration. The main communication channel through which the project
spreads takes place primarily on social media where individuals share their moments of victory or goals achieved through photos, posts
orvideos. In this way they connect one with another and with their activation in real life they overcome the limits of the modern IT tools.
Through this movement, SKB proves that as a bank it can be a partner to each individual also in various life situations and time periods. In
2018, an important part of the movement #Inevergiveup (#Vztrajam) were also the SKB’s employees.

A good example of motivation of employees for healthy life style and keeping themselves fit is SKB Sports club, in which a half of all
employees is included, among members one tenth are also the former employees of the SKB Group, i.e. pensioners. In this way they
maintain active sports life and spend time with former colleagues. In addition to regular weekly trainings for five sports disciplines, one
third of all employees participated at events. Last year’s events were as follows: the Sports games for bankers of Slovenia, Winter Bankers
Olympics, SKB Cup, Ljubljana and Istria marathon and individual participation of members at other marathons, as well as two cycling
events and final autumn meeting.

Social investment
SKB is the long-standing main sponsor of the Olympic Committee of Slovenia (OCS). In 2018 it was involved in diverse OCS projects and
Olympic stories. Employees took part in the BeActive race to improve their fitness and thus work on their health and well-being and at the
same time they contributed 5 EUR for each 400 m for a good cause, for the development of young athletes from socially disadvantaged
backgrounds. In September, SKB joined the Children's Olympic Festival, where the youngest were able to learn sports disciplines,
encouraged by their role models, top Slovenian athletes who showed them the right sporting techniques. SKB offers banking products
under special conditions to young OKS scholarship holders from social weak families and also supports the activities of SKB Pensioners'
Ljubljana, 29 March 2019

Club.

%{/ s

Vojka Ravbar Andre Gardella
Deputy Chief Executive Officer Chief Executive Officer
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5. CORPORATE GOVERNANCE

5.1 SYSTEM OF INTERNAL CONTROLS

In line with international rules and standards and Slovene regulation on internal governance SKB has implemented and detailed internal
control mechanisms.

Internal control mechanisms consist of internal controls (e.g.: reporting, operational procedures including IT systems, segregation

of responsibilities, risk exposure limits, logical and physical controls) and independent internal control functions: internal audit, risk
management functions of various risks or individual demands/conditions for the banking operation, compliance function and data
protection function. Internal control’s activities are performed on all the levels of organizational structure of the bank and on the level of
each financial service and within the framework of daily business activities of the bank.

System of internal controls in SKB d.d. is divided into two groups:
« Permanent controls (i.e. permanent supervision, control of various risks),
« Periodic controls (i.e. internal audit and SG general inspection).

System of internal controls in SKB d.d. is further divided into following levels:

« Permanent Supervision as permanent form of control - first level,

« Second level permanent controls and risks and conditions of banking operation as permanent form of control - second level,
« Internal audit and SG General Inspection as periodical forms of control - third level.

Permanent supervision is a first level of controls which consists of the following:

« Day to day security of daily tasks and activities provided by all employees by correct and consistent application of the rules and internal
operational procedures and processes including simultaneous elimination of irregularities. Day to day controls, included in a business
process are automated and non-automated, and they include for example: physical controls, verification of compliance with defined
limits, established system of approvals and authorisations, system of verification and reconciliation, reporting system, and they may be
a part of IT supported system of the bank or a part of operational processes; and

« Formalised supervision by heads of organisational units of the bank or other persons, who are independent from the business process -
so called managerial supervision - in the form of periodical verifications of correct application of working procedures and accounts con-
sidered as sensitive, and in accordance with control guidelines, in formalised registers and with hierarchical reports on every performed
supervision.

Aiming at better management of risks related to Finance, Compliance and Risks areas the second level of permanent control system has
been established.

The Operational Risk Management Department, within division Secretariat General, is directly responsible to the General Secretary and
General Management. The main tasks of this department are coordination of the functions of operational risk, crisis plan and business
continuity plan and permanent supervision as the first level of controls in the bank. Compliance risks are coordinated by Compliance
Department, which also has a direct reporting line to the General Management.

In the functional sense of permanent supervision there is also supervision of the following risks or conditions of banking operation as part
of second level permanent control: business risks, credit risks, market risks, operational risks, IT and data security risks, physical security
risks, legal risks, compliance risks, tax risks, interest risks, capital risks, capital adequacy and internal capital, concentration risks, liquidity
risks, strategic risks, reputation risks, profitability risks, risks with respect to the introduction of new products or services, risks with respect
to outsourcing, remuneration policy risks, assessment of suitability risks for members of the Board of Directors and key function holders.

Responsible persons for individual risk or for individual demand/condition of banking operation, are each for his/her own area, directly
responsible to the General Management and shall report to the General Management and also directly to the Board of Directors and
relevant committees of the Board of Directors.
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Beside instructions and procedures from every working field in the bank or those which regulate actions of employees and are designed
for preventive behaviour with the aim to avoid potential risks and to assure safe and diligent operation of the bank as well as to build a
control culture, there are also

« rules of ethical behaviour of employees,

« rules and procedures for summons of Crisis committee, which apply in cases of an incident which may have an important influence on
banking operation (continuity of operation and/or financial risks) in case of extraordinary unpredictable events and catastrophe,

« Business continuity plan of the bank which provide adequate conditions for continuous operation of the bank in case of serious busi-
ness disturbances and to limit potential negative consequences.

Internal audit comprises tasks of Internal Audit Department (third level of control) as an independent organisational unit of the bank,
which is responsible for internal audit of the bank and its subsidiaries, and directly subordinated to the General Management, as well as
tasks of other internal auditors from Société Générale group.

Purpose, tasks, powers and scope of work of Internal audit as well as internal audit procedures, including planning and reporting, are
defined in detail by the valid Rules on Internal audit operation, adopted by the General Management and confirmed by the Board of
Directors.

General Inspection of SG as special form of the third level of control conducts advisory missions and investigations related to all aspects
of business and to the management of the entities of the Group Société Générale, including SKB group. Concerning internal control, it
analyses the risks and their coverage, and verifies that the operations and controls procedures are carried out correctly. More precisely,
General Inspection has to give opinion on the coherence and efficiency of internal control at the level of all SG subsidiaries and branches.
Therefore it evaluates also the quality of the services offered by the Internal Audit of SG subsidiaries, including SKB d.d.

Compliance functions as a separate part of internal control functions in SKB include:

« special compliance functions, i.e. prevention of money laundering and terrorism financing (AMLFT), which includes also rules on Know
Your Client (KYC), restrictive measures (embargoes and sanctions), FATCA and CRS and personal data protection function

« general compliance function which include advisory and educational function and compliance watch functi