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Introduction

The Board of Directors and the Executive Board of
Spar Nord consider corporate governance to be a
fundamental requirement for maintaining a good
relationship with internal and external stakehold-
ers and for meeting the Group’s financial and non-
financial objectives.

For this reason, Spar Nord’s management backs
efforts to promote corporate governance and has
chosen to comply with a vast majority of the 2020
recommendations from the Danish Corporate Gov-
ernance Committee. A full overview of Spar Nord's
position on the recommendations is provided on
the following pages and on the Bank’s website at
www.sparnord.com/governance.

In addition, Spar Nord’s Management has con-
sidered its position on the corporate governance
code of Finance Denmark and has chosen to com-
ply with all 12 recommendations. In addition to
Spar Nord'’s position on the general recommenda-
tions on corporate governance, the Bank's position
on Finance Denmark’s corporate governance code
can also be viewed in its entirety in this report and
on the website at www.sparnord.com/ govern-
ance.
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Organisation and
corporate governance

The Board of Directors and the Executive Board of
Spar Nord consider corporate governance to be a
fundamental requirement for maintaining a good
relationship with internal and external stakehold-
ers and for meeting the Group’s financial and non-
financial objectives.

For this reason, Spar Nord’s management backs
the efforts to promote corporate governance and
has decided to comply with a vast majority of the
2020 recommendations from the Danish Corporate
Governance Committee. The full wording of Spar
Nord’s position on the recommendations and on Fi-
nance Denmark’s corporate governance code is
available at sparnord.com/governance.

General meeting

The shareholders in general meeting constitute
Spar Nord’s supreme governing body. Information
about the notice of general meetings, exercise of
voting rights, etc. is set out in the Bank’s articles of
association, which are available at www.spar-
nord.com/vedtaegter. Only the general meeting
can amend the articles of association. Amend-
ments require a two-thirds majority of the votes
cast and a two-thirds majority of the share capi-
tal represented at the general meeting and enti-
tled to vote.

Pursuant to the Bank’s articles of association, the
right to vote at general meetings for shareholders
holding less than 20,000 shares is exercised
through delegates (members of Spar Nord’s local
bank councils). Shareholders owning at least
20,000 shares may exercise their voting rights at
the general meeting.
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Board of Directors and board committees

Spar Nord’s Board of Directors is composed of ten
members, seven of whom are elected by the share-
holders and the remaining three members by the
employees. The Bank’s Executive Board is not part
of the Board of Directors but takes part in all of its
meetings. Board members elected by the general
meeting are elected for terms of one year. Mem-
bers elected by the employees are elected for
terms of four years pursuant to Danish legislation.

Spar Nord’s Board of Directors has set up three
committees:

e An Audit Committee, charged with moni-
toring and controlling accounting and au-
diting matters

e A Risk Committee, charged with responsi-
bility for preparatory work leading up to
the Board of Directors’ decisions regarding
risk management and related issues

e A Nomination and Remuneration Commit-
tee, charged with the preparatory work
concerning the annual board evaluation
and nomination process

Each year, the Spar Nord Board of Directors holds
11 ordinary meetings, a strategy seminar, and
three meetings with the chairmen of the regional
bank committees.

In 2024, the Board of Directors held a total of 20
meetings. In addition, 10 meetings were held by the
Audit Committee, seven meetings by the Risk Com-
mittee and four meetings by the Nomination and
Remuneration Committee.

The total rate of attendance at meetings of the
Board of Directors was 98.0% in 2024. Attendance
by each member of the Board of Directors is pub-
lished on the Bank’s website.

Evaluation and nomination process

The process of nominating members to the Board
of Directors is undertaken by the Nomination and
Remuneration Committee in dialogue with the
combined members of the Board of Directors.

Any need to recruit new board members is as-
sessed on the basis of the annual evaluation of
the Board of Directors’ work, competences and
composition. If such a need exists, the Board will
prepare a description of the skills and qualifica-
tions required for the candidate. The nomination
process generally attaches importance to areas
such as management experience, business experi-
ence, business acumen, insight into finance and
risk management and relevant personal skills.

Election to the Board of Directors

At the Annual General Meeting in March 2025, all
members elected by the shareholders are up for
election. All shareholder-elected members have
announced that they are willing to stand for re-
election. The Board of Directors is thus nominating
Kjeld Johannesen, Per Nikolaj Bukh, Henrik
Sjggreen, Morten Bach Gaardboe, Lisa Lund Holst,
Mette Kaagaard and Michael Lundgaard Thom-
sen for re-election.

Executive Board

The Executive Board is appointed by the Board of
Directors and is composed of Lasse Nyby, CEO,
John Lundsgaard, Managing Director, Martin
Kudsk Rasmussen, Managing Director, and Car-
sten Levring Jakobsen, Managing Director.

The Executive Board is the supreme decision-mak-
ing body with respect to the day-to-day affairs of
the Bank, in compliance with the guidelines and di-
rections issued by the Board of Directors. The more
specific distribution of duties between the Board of
Directors and the Executive Board is described in
their rules of procedure.

Remuneration of the Board of Directors and the
Executive Board

The remuneration of the Board of Directors and
the fees and salaries paid to the Executive Board
are shown in the 2024 Remuneration Report. Board
members are paid a fixed annual amount and do
not participate in any bonus or options pro-
grammes.

The Board of Directors considers that the terms of
service of Executive Board members, including sev-
erance terms, are in line with general practice in
the area, and the terms are regularly reviewed.
The Board of Directors also considers that the
overall remuneration is competitive and fair in
light of the Executive Board’s performance and
having regard to long-term value generation for
shareholders.

According to its remuneration policy, Spar Nord
does not operate incentive schemes for the Board
of Directors and the Executive Board.



Risk and risk
management

Risk management

Risk assumption is a natural component of bank-
ing operations, placing heavy demands on the
Bank’s risk management organisation and risk
management environment. As a result of business
activities, Spar Nord is exposed to credit, market
and liquidity risk as well as operational risk, in-
cluding IT, compliance and reputational risk. Risk
attaching to sustainability is included in the man-
agement of the individual risk areas. Strategic
and regulatory risk is also a significant focus
area.

For a more detailed description of risk manage-
ment in the individual risk areas, including a de-
scription of policy, monitoring and reporting, refer-
ence is made to the respective sections of the re-
port.

Disclosure obligations with respect to manage-
ment systems, cf. Article 435(2)(a)-(c) of the CRR
Regulation, are described in the annual report.

Risk management organization

In accordance with Danish legislation, Spar Nord
has established a two-tier management structure
consisting of a Board of Directors and an Execu-
tive Board. Moreover, the Bank has established
segregation of functions between entities entering
into business transactions with customers or oth-
erwise assuming risk on behalf of the Bank, and
entities in charge of monitoring and managing the
Bank’s risks.

The structure of Spar Nord’s risk management or-
ganisation is based on the Institute of Internal
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Auditors’ (I1A) three lines model and is shown in the
figure on the right.

Board of Directors

The Board of Directors handles the overall and
strategic management with a view to running a
healthy and competitive bank, thus securing long-
term value for the Bank’s stakeholders.

Using the strategic objectives as its point of de-
parture, the Board of Directors determines a risk
profile, which de-scribes the risk within the Bank's
most important risk types that the Board of Direc-
tors is willing to undertake while meeting the ob-
jectives set forth in the strategy.

The objective is to ensure cohesion between Spar
Nord'’s vision and strategy while ensuring that the
risk profile is appropriate at all times, having re-
gard to the Bank’s capital and liquidity situation.

The Board of Directors has defined a number of
risk policies that set out the overall handling and
management of the Bank's risks. These policies are
reviewed and approved by the Board of Directors
at least once a year.

In order to underpin the management structure,
the Board of Directors has drafted written guide-
lines for the Executive Board, specifying the areas
of responsibility and scope of action. As and when
required, the Board of Directors will assess and
update these guidelines.

Board committees

The Board of Directors has set up a Risk Commit-
tee, a Nomination and Remuneration Committee
and an Audit Committee. The committees are
charged with arranging the preparatory work for
the Board of Directors’ consideration of matters
within the respective committee areas.

Establishing these board committees helps ensure
a better utilisation of the specific competences
held by the board members, thus ensuring in-depth
dealling with the board material. The purpose of
the committees is to facilitate the transaction of
business by the Board of Directors.

The terms of reference of the committees are
available at www.sparnord.com/committees. A
presentation of the board members and their
qualifications is provided in the annual report.

Risk Committee

The principal purpose of the Risk Committee is to
handle risk-related matters, including to review
and assess the adequacy and efficiency of the
Bank's policies, guidelines and systems. The risk
committee also serves to advise the Board of Di-
rectors on the Bank’s overall current and future
risk profile and strategy and to ensure the correct
implementation of the risk strategy in the Bank.

The Risk Committee consists of three independent
board members. The committee held seven meet-
ings in 2024.

Nomination and Remuneration Committee

The principal purpose of the Nomination and Re-
muneration Committee is to facilitate the deci-
sions to be taken by the Board of Directors with re-
spect to remuneration, including the remuneration
policy, and other related decisions that may influ-
ence risk management. The Committee also serves
to facilitate work related to the Bank's diversity
policy, the process of board evaluation and nomi-
nating new candidates for the Board of Directors
and Executive Board.

Regularly, and at least once a year, the commit-
tee evaluates the Board of Directors’ and Execu-
tive Board'’s structure, size, composition and

results and prepares recommendations for the
Board of Directors for any changes.

The Nomination and Remuneration Committee
consists of three board members, one of which is
an independent member and one a member
elected by the employees. The Committee held
four meetings in 2024.

Audit Committee

The primary task of the Audit Committee is to
oversee the statutory audit of annual financial
statements, sustainability reporting, etc., as well
as to inform the Board of Directors about the re-
sults of the statutory audit, including the pro-
cesses for financial reporting and sustainability
reporting. Its duties also include monitoring the ef-
ficiency of the Bank’s internal control system, In-
ternal Audit and risk management systems for fi-
nancial and sustainability re-porting purposes.

The Audit Committee consist of three members,
two of whom are independent. The Committee
held ten meetings in 2024.

Executive Board

In accordance with the guidelines and risk policies
issued by the Board of Directors, the Executive
Board is in charge of the day-to-day manage-
ment.

The Executive Board must ensure that risk policies
and guidelines are implemented in the Bank’s day-
to-day operations while also ensuring that busi-
ness procedures or work descriptions have been
prepared for all important areas.

The Executive Board delegates specific guidelines
and authorisations to selected departments of the
Bank with a view to the practical implementation
of the guidelines and policies adopted by the
Board of Directors.



Executive Board committees

The Executive Board has set up a number of com-
mittees which in specific areas contribute to Spar
Nord'’s risk management, preparing issues and
themes for consideration by the Executive Board
and Board of Directors.

Solvency and Risk Management Committee

The Solvency and Risk Management Committee is
com-posed of a member of the Executive Board,
Trading Division, Credit Department, Credit Man-
agement, Finance & Accounts and the risk man-
agement function, respectively. The committee
meets every quarter and serves to define targets
and principles for calculating adequate own funds
and the individual solvency need. The Solvency
and Risk Management Committee prepares a rec-
ommendation for the individual solvency need and
passes it on to the Board of Directors for approval.
The committee handles input from other commit-
tees at executive board level to ensure that any
capital consequences are dealt with by the pri-
mary capital and solvency authority.

Market Risk Committee

The Market Risk Committee is composed of a
member of the Executive Board and members of
the Trading Division, Finance & Accounts and the
risk management function. The committee meets
every quarter to review developments in Spar
Nord’s positions, risks as well as the liquidity situ-
ation and expectations regarding market devel-
opments and future plans.

IT Security Committee

The IT Security Committee is composed of a mem-
ber of the Executive Board, the IT department, the
risk management function and selected heads of
business areas. The committee serves to deal with
relevant topics within in-formation security and IT
risk management. Moreover, the IT Security
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Committee supports the Bank’s management sys-
tem for information security.

Model Risk Committee

The Model Risk Committee is composed of a mem-
ber of the Executive Board and representatives
from the risk management function, the IRB de-
partment, Credit Management and the Credit De-
partment. The committee meets once every quar-
ter to discuss and monitor the management of
model risks and to consider recommendations of
newly developed and revised models prior to ap-
proval and implementation.

Credit Committee

The Credit Committee is composed of two mem-
bers of the Executive Board and two members from
the Credit Department. The committee deals with
credit facilities that exceed the Credit Depart-
ment’s authorisation limits or involve a matter of
principle. The committee meets several times a
week. Frequently, matters that have been dealt
with by the Credit Committee will be prepared for
subsequent discussion among all members of the
Board of Directors.

Data Governance Committee

The Data Governance Committee is composed of a
member of the Executive Board and selected data
owners (business area managers). The committee
meets twice a year. The Data Governance Com-
mittee was set up to ensure a cross-disciplinary
focus on data governance and data quallity in
Spar Nord and it serves to define the strategic di-
rection and focus for the area in the Bank's data
strategy with-in the framework of the Bank’s data
governance policy, which is defined by the Board
of Directors.

Committee for sustainable finance
The Bank’s Executive Board is represented in the
committee for sustainable finance alongside

executives from relevant business units. The com-
mittee oversees sustainability-related impacts,
risks, and opportunities (IROs) for lending, ensuring
progress in terms of executing sustainability-re-
lated targets and sub-targets. The committee is
responsible for maintaining and updating the
Bank’s exclusion list for lending and for regularly
approving loan types included in the Bank’s Green
Bond Framework.

Committee for responsible investment

The Bank's Executive Board is represented in the
committee for responsible investment alongside
executives from relevant business units. The com-
mittee oversees sustainability-related impacts,
risks, and opportunities (IROs) for investments, en-
suring progress in terms of executing sustainabil-
ity-related targets and sub-targets. Furthermore,
the committee is responsible for maintaining and
updating the Bank’s exclusion lists in the invest-
ment area.



First line

The business units Spar Nord'’s local banks and the
Trading Division together with the support and
control functions represent the first line. The
Bank’s day-to-day risk management is handled
through risk policies, guidelines, limits and a num-
ber of internal controls and is performed in all ma-
jor risk areas, including credit, market, liquidity
and operational risk. In order to support the busi-
ness units in relation to preventing money-laun-
dering and terrorist financing, the Bank also has a
centralised department AML & Fraud, which is
part of the first line.

Second line

The second line consists of the risk management
function and the compliance function. The func-
tions have key assignments of monitoring, control-
ling and reporting the Bank’s risks and control en-
vironment.

Risk management function

The risk management function is responsible for
providing an overview of the Bank and its risk ex-
posure to be able to assess whether the Bank's
risks are identified, measured, managed and re-
ported correctly. The risk management function’s
area of responsibility comprises the Bank's risk-
prone activities across various risk areas and or-
ganisational units and risks attaching to out-
sourced functions. The risk management function
also serves as a secretariat to the Bank’s Risk
Committee and will assist the Risk Committee in
providing information about the Bank'’s risk expo-
sure.

The risk management function reports to the
Board of Directors on a quarterly basis. The activi-
ties of the risk management function are rooted in
the annual plan adopt-ed by the Board of Direc-
tors.
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The Chief Risk Officer reports directly to the Exec-
utive Board. Dismissal of the Chief Risk Officer is
subject to the prior approval of the Board of Direc-
tors.

Compliance function

The compliance function is charged with assessing
and checking Spar Nord’s compliance with appli-
cable legislation, banking sector standards and
internal guidelines, as well as advising on how to
reduce compliance risk.

The Compliance Function reports to the Executive
Board on a quarterly basis and to the Board of Di-
rectors twice a year. The activities of the Compli-
ance Function are rooted in the annual plan
adopted by the Board of Directors.

The Head of Compliance reports directly to the Ex-
ecutive Board. Dismissal of the Head of Compli-
ance is subject to the prior approval of the Board
of Directors.

Third line

The Internal Audit Department serves as the third
line of defence, which on the basis of the audit
plan adopted by the Board of Directors is respon-
sible for planning and performing an operational
audit. An operational audit encompasses sample
audits of internal processes, business procedures
and internal controls in significant and high-risk
areas, including the financial reporting process.
The Internal Audit Department reports to the
Board of Directors through the Risk Committee.

Reporting

To ensure an adequate decision-making basis for
the Executive Board and the Board of Directors,
management regularly receives reporting mate-
rial pertaining to the principal risk areas.

The Board of Directors is continually involved in
defining the contents to be reported on.

Board of Directors

Executive Board

Credit Risk Committee

Market Risk Committee

IT Security Committee

Model Risk Committee

Functional organisation

First line Second line

Spar Nord's local banks Risk management function
Compliance function

Trading Division

Support and control functions

Credit Committee

Solvency and Risk Management Committee

Data Governance komité

ESG steering group

Third line

Internal Audit



Corporate governance
recommendations

The Board of Directors and the Executive Board of
Spar Nord consider corporate governance to be a
fundamental requirement for maintaining a good
relationship with internal and external stakehold-
ers and for meeting the Group’s financial and non-
financial objectives.

For this reason, Spar Nord’s management backs
efforts to promote corporate governance and has
chosen to comply with a vast majority of the De-
cember 2020 recommendations from the Danish
Corporate Governance Committee.

1. Communication and interaction with the
company’s investors and other stakeholders

1.1 Communication between the company,
shareholders, and other stakeholders

111.  The Committee recommends that, through
ongoing dialogue and interaction, the man-
agement ensure that shareholders, inves-
tors and other stakeholders have relevant
insight into the company's affairs, and that
the Board of Directors has an opportunity to
hear and include their views in its work.

Spar Nord complies with the recommendation.

The Board of Directors and the Executive Board of
Spar Nord give high priority and dedicate consid-
erable resources to dialogue with the company'’s
stakeholders. Each year, Spar Nord holds share-
holder meetings and all the Bank's shareholders
are entitled to attend. Each year, the Executive
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Board and IR usually hold 25-50 meetings with
professional and institutional investors.

Moreover, Spar Nord makes relevant and timely
information available to its stakeholders on its
website, along with direct contact details for its
Management. The Board of Directors receives reg-
ular reporting on dialogue with stakeholders by
the Executive Board and its staff.

112 The Committee recommends that the com-
pany adopt policies on the company'’s rela-
tionships with its shareholders, investors
and, if relevant, other stakeholders in order
to ensure that the various interests are in-
cluded in the company'’s considerations and
that such policies are made available on
the company'’s website.

Spar Nord complies with the recommendation.

Spar Nord has adopted an investor relations pol-
icy and policies relating to ESG, which are availa-
ble at www.sparnord.dk.

11.3 The Committee recommends that the com-
pany publish quarterly reports.

Spar Nord complies with the recommendation.
1.2 General meeting

1.2.1  The Committee recommends that the Board
of Directors organise the company’s general
meeting in a manner that allows sharehold-
ers who are unable to attend the meeting in
person or are represented by proxy to vote
and raise questions to the management
prior to or at the general meeting. The
Committee recommends that the Board of
Directors ensure that shareholders can

observe the general meeting via webcast or
other digital transmission.

Spar Nord complies with the recommendation.

Pursuant to the Bank's articles of association, the
right to vote at general meetings for shareholders
holding less than 20,000 shares is exercised
through delegates. Shareholders owning at least
20,000 shares may exercise their voting rights at
the general meeting. It is also possible to vote
electronically or by letter prior to the general
meeting.

Any shareholder may have a proposal considered
by submitting a request to the Board of Directors
no later than six weeks before the general meet-
ing. Any shareholder who is registered in the reg-
ister of shareholders or has requested that shares
be registered in the register of shareholders is en-
titled to attend a general meeting - either in per-
son or represented by proxy - and to address the
general meeting.

At the annual shareholder meetings, shareholders
in each shareholder region elect delegates to rep-
resent the portion of the region’s share capital
which is not attributable to major shareholders at
the company’s general meetings.

1.2.2. The Committee recommends that proxies
and postal votes used at the general meet-
ing enable shareholders to make a decision
on each individual item on the agenda.

Spar Nord complies with the recommendation.

The right of shareholders to exercise their voting
rights at general meetings is exercised through
the delegates. Shareholders owning at least
20,000 shares may exercise their voting rights at

the general meeting. Voting rights may be exer-
cised through proxies and postal votes.

1.3 Takeover bids

1.3.1. The Committee recommends that the com-
pany have a procedure in place in the event
of takeover bids, and that this procedure in-
clude a “road map” of matters for the
Board of Directors to consider in the event of
a takeover bid, or if the Board of Directors
has reasonable grounds to suspect that a
takeover bid may be submitted. It is also
recommended that the procedure state
that, unless they are authorised to do so by
the general meeting, the Board of Directors
must refrain from countering any takeover
bids by taking actions that seek to prevent
the shareholders from deciding on the take-
over bid.

Spar Nord complies with the recommendation.
1.4 Corporate social responsibility

141 The Committee recommends that the Board
of Directors adopt a policy for the com-
pany’s corporate social responsibility, in-
cluding social responsibility and sustaina-
bility, and that the policy be made availa-
ble in the management's review and/or on
the company’s website. The Committee rec-
ommends that the Board of Directors ensure
compliance with the policy.

Spar Nord complies with the recommendation.

The Board of Directors of Spar Nord works exten-
sively with various aspects of corporate social re-
sponsibility and has adopted a series of policies
and guidelines for the area, including a policy for
sustainability and environmental, social and



governance (ESG) issues, an anti-corruption and
bribery policy, a policy on responsible investments
and sustainability risks and a stewardship policy.
They are all available on the Bank's website. Spar
Nord is a signatory to the UN Global Compact
(corporate responsibility), the UN Principles for
Responsible Investment (UN PRI), the UN Principles
for Responsible Banking (UN PRB), and the UN Sus-
tainable Development Goals (SDGs).

1.4.2. The Committee recommends that the Board
of Directors adopt a tax policy to be made
available on the company’s website.

Spar Nord complies with the recommendation.

2. The duties and responsibilities of the Board of
Directors

2.1 Overall tasks and responsibilities

2.1.1.  The Committee recommends that, in sup-
port of the company’s statutory objects ac-
cording to its articles of association and
long-term value creation, the Board of Di-
rectors consider the company’s purpose and
ensure and promote a good culture and
sound values in the company. The company
should provide an account thereof in the
management’s review and/or on the compa-
ny's website.

Spar Nord complies with the recommendation.

The Board of Directors handles the overall strate-
gic management with a view to running a healthy
and competitive bank, thus securing long-term
value for the Bank's stakeholders. In order to sup-
port and promote a good culture and sound val-
ues, the Bank has adopted policies for investor re-
lations, sound business culture and a number of
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policies and guidelines for corporate responsibil-
ity, which are available on sparnord.dk.

2.1.2. The Committee recommends that the Board
of Directors discuss and regularly follow up
on the company’s overall strategic targets
at least once a year in order to ensure value
creation in the company.

Spar Nord complies with the recommendation.

The Board of Directors of Spar Nord holds an an-
nual strategy seminar, and the company’s strat-
egy and the execution of the strategy are regu-
larly addressed at board meetings.

2.1.3. The Committee recommends that the Board
of Directors take steps to examine whether
the company’s share and capital structure
supports the strategy and long-term value
creation in the interests of the company as
well as the shareholders. The Committee
recommends that the company give an ac-
count thereof in the management’s review.

Spar Nord complies with the recommendation.

The Board of Directors has adopted a capital pol-
icy, including a capital contingency plan, and reg-
ularly ensures that Spar Nord Bank's capital and
share structure is consistently adequate, appro-
priate and supportive of the Bank's strategy and
long-term value creation, including in connection
with the quarterly reporting.

The Bank's capitalisation, including its capital ra-
tios and capital structure, is regularly described
in the Bank's quarterly reports, and the Bank also
describes its dividend policy and decisions regard-
ing dividends in the management’s review in the
annual report.

All the information is available on www.spar-
nord.dk.

2.1.4. The Committee recommends that the Board
of Directors prepare and annually review
guidelines for the Executive Board, including
requirements in respect of reporting to the
Board of Directors.

Spar Nord complies with the recommendation.

In financial businesses, the Board of Directors’ role
in reviewing and approving guidelines for the ex-
ecutive board is to a wide extent governed by the
Executive Order on Governance. Furthermore, the
Board of Directors regularly addresses the Execu-
tive Board's performance of its duties.

2.2 Members of the Board of Directors

2.2.1. The Committee recommends that, in addi-
tion to a chairman, the Board of Directors
appoint a vice chairman, who can step in if
the chairman is absent and who can gener-
ally act as the chairman’s close sparring
partner.

Spar Nord complies with the recommendation.

In addition to a chairman, the Board of Directors
of Spar Nord has appointed a deputy chairman
who acts as the chairman’s deputy and is in-
volved in the chairman'’s duties when deemed ap-
propriate. In the chairman’s absence, the deputy
chairman assumes his/her powers and responsibil-
ities.

2.2.2 The Committee recommends that, in cooper-
ation with the individual members of the
Board of Directors, the chairman ensure
that the members update and supplement
their knowledge of relevant matters, and

that the members’ special knowledge and
qualifications be applied in the best possi-
ble manner.

Spar Nord complies with the recommendation.

The Board of Directors of Spar Nord regularly up-
dates and supplements the knowledge of its mem-
bers through training seminars on relevant and
professional topics and encourages the individual
members to acquire supplementary knowledge
through external sources.

The knowledge and qualifications of the members
are considered when appointing members to vari-
ous committees.

2.2.3. The Committee recommends that if the
Board of Directors, in exceptional cases, re-
quests a member of the Board of Directors
to take on special duties for the company,
for instance to take part in the daily man-
agement of the company, for a short period,
the Board of Directors should approve this
in order to ensure that the Board of Direc-
tors maintains its independent overall man-
agement and control function. It is recom-
mended that the company publish any deci-
sion on allowing a member of the Board of
Directors to take part in the daily manage-
ment, including the expected duration
thereof.

Spar Nord complies with the recommendation.

3. Composition, organisation and evaluation of
the Board of Directors

3.1 Composition

3.1.1. The Committee recommends that the Board
of Directors annually review and in the



management’s review and/or on the com-
pany’s website state:

e which qualifications the Board of Direc-
tors should possess, collectively and indi-
viduallly, in order to perform its duties in
the best possible manner, and

e the composition and diversity of the Board
of Directors.

Spar Nord complies with the recommendation.

As part of the annual evaluation process, the
Board of Directors addresses its necessary and
current collective and individual qualifications as
well as its composition. The main points of the
process and the conclusions are disclosed in the
company'’s annual report.

3.1.2. The Committee recommends that the Board
of Directors annually discuss the company’s
activities in order to ensure relevant diver-
sity at the different management levels of
the company and that it adopt a diversity
policy, which is included in the manage-
ment’s review and/or is made available on
the company’s website.

Spar Nord complies with the recommendation.

The Board of Directors has approved Spar Nord'’s
diversity policy, which shows the target figure for
the under-represented gender on the Board of Di-
rectors and at other management levels. Spar
Nord'’s diversity policy complies with the provi-
sions of the Danish Financial Business Act.

3.1.3. The Committee recommends that candi-
dates for the Board of Directors be recruited
based on a thorough process approved by
the Board of Directors. The Committee also
recommends that, in assessing candidates
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for the Board of Directors, besides addition
individual competences and qualifications,
the need for continuity, renewal and diver-
sity also be considered.

Spar Nord complies with the recommendation.

The process of selecting and nominating candli-
dates for the Board of Directors is well described
and is reviewed by the entire Board of Directors at
regular intervals.

3.1.4. The Committee recommends that, for gen-
eral meetings at which election of members
to the Board of Directors is on the agenda
as well as the statutory items, the notice
convening the general meeting include a de-
scription of the proposed candidates’

e qualifications

e other managerial duties in commercial
undertakings, including board commit-
tees,

e demanding organisational assignments
and

e independence.

Spar Nord complies with the recommendation.

3.1.5. The Committee recommends that members
to the Board of Directors elected by the
general meeting stand for election every
year at the annual general meeting, and
that the members are nominated and
elected individually.

Spar Nord complies with the recommendation.
3.2 Board of Directors’ independence

3.2.1. The Committee recommends that at least
half of the members of the Board of

Directors elected in general meeting be in-
dependent in order for the Board of Direc-
tors to be able to act independently and to
avoid conflicts of interests. In order to be in-
dependent, the member in question may
not:

e be, or within the past five years have
been, a member of the executive board or
an executive employee in the company, a
subsidiary or a group company,

e within the past five years have received
large emoluments from the company/
group, a subsidiary or a group company in
another capacity than as member of the
Board of Directors,

e represent or be associated with a control-
ling shareholder,

e within the past year have had a business
relationship (e.g. personally or indirectly
as a partner or an employee, shareholder,
customer, supplier or member of a govern-
ing body in companies with similar rela-
tions) with the company, a subsidiary or a
group company, which is significant for
the company and/or the business relation-
ship,

e Dbe, or within the past three years have
been, employed with, or a partner in, the
same company as the company’s auditor
elected in general meeting,

e be a CEO in a company with cross-mem-
berships in the company’s management,

e have been a member of the Board of Di-
rectors for more than twelve years, or

e be closely related to persons, who are not
independent, cf. the above-stated criteria.

Even if a member of the Board of Directors
does not fall within the above criteria, the
Board of Directors may for other reasons

decide that the member in question is not inde-
pendent.

Spar Nord complies with the recommendation.

3.2.2. The Committee recommends that members
of the Executive Board are not members of
the Board of Directors and that members re-
tiring from the Executive Board do not join
the Board of Directors immediately thereaf-
ter.

Spar Nord complies with the recommendation.

3.3 Members of the Board of Directors and the
number of other managerial duties

3.3.1. The Committee recommends that, in con-
nection with the annual evaluation, cf. rec-
ommendation 3.5.1., the Board of Directors
and each of the members of the Board of Di-
rectors assess how much time is required to
perform board duties. The aim is for the indi-
vidual member of the Board of Directors not
to take on more managerial duties than the
board member in question is able to perform
in a satisfactory manner.

Spar Nord complies with the recommendation.

As part of the annual evaluation process, the
Board of Directors considers the scope of the du-
ties of the Board of Directors and its individual
members in order to ensure that they can perform
board duties satisfactorily.

3.3.2. The Committee recommends that, in addi-
tion to the statutory requirements, the man-
agement’s review contain the following in-
formation on the individual members of the
Board of Directors:



position, age and gender,

e competences and qualifications relevant
to the company,
independence,
year of joining the Board of Directors,

e year of expiry of the current election pe-
riod,

e participation in meetings of the Board of
Directors and committee meetings,

e managerial duties in other commercial
undertakings, including board commit-
tees, and demanding organisational as-
signments, and

e the number of shares, options, warrants,
etc. that the member holds in the com-
pany and its group companies and any
changes in such holdings during the finan-
cial year.

Spar Nord complies with the recommendation.
3.4 Board committees

3.4.1. The Committee recommends that the man-
agement describe in the management'’s re-
view:

e the board committees’ most significant
activities and number of meetings in the
past year, and

e the members on the individual board com-
mittees, including the chairman and the
independence of the members of the com-
mittee in question.

In addition, it is recommended that the board
committees’ terms of reference be published

on the company’s website.

Spar Nord complies with the recommendation.
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3.4.2. The Committee recommends that board
committees solely consist of members of the
Board of Directors and that the majority of
the members of the board committees are
independent.

Spar Nord partly complies with the recommenda-
tion.

The Board of Directors has set up three commit-
tees: The Risk Committee, the Audit Committee
and the Nomination and Remuneration Commit-
tee. These committees are composed of all the
members of the Board of Directors. However, a
mayjority of the members of the Nomination and
Remuneration Committee are not independent.

3.4.3. The Committee recommends that the Board
of Directors establish an audit committee
and appoint a chairman of the Audit Com-
mittee who is not the chairman of the Board
of Directors. The Committee recommends
that, in addition to its statutory duties, the
audit committee assist the Board of Direc-
torsin:

e supervising the correctness of the pub-
lished financial information, including ac-
counting practices in significant areas,
significant accounting estimates and re-
lated party transactions,

e reviewing internal control and risk areas
in order to ensure satisfactory manage-
ment of significant risks, including in rela-
tion to the announced financial outlook,

e assessing the need for internal audit,

e performing the evaluation of the auditor
elected by the general meeting,

e reviewing the audit fee for the auditor
elected by the general meeting,

e supervising the scope of the non-audit ser-
vices performed by the auditor elected by
the general meeting, and

e ensuring regular interaction between the
auditor elected by the general meeting
and the Board of Directors, for instance,
that the Board of Directors and the Audit
Committee meet with the auditor without
the Executive Board being present at least
once a year.

If, based on a recommendation from the Au-
dit Committee, the Board of Directors de-
cides to set up an internal audit function,
the Audit Committee must:

e prepare terms of reference and recom-
mendations on the nomination, employ-
ment and dismissal of the head of the in-
ternal audit function and on the budget
for the department,

e ensure that the internal audit function
has sufficient resources and competences
to perform its role, and

e supervise the Executive Board'’s follow-up
on the conclusions and recommendations
of the internal audit function.

Spar Nord complies with the recommendation.

However, pursuant to section 18(2) of the Danish
Executive Order on Audits, only the Board of Di-
rectors, and not the Audit Committee, can employ
and dismiss the Head of Internal Audit.

3.4.4. The Committee recommends that the Board
of Directors establish a nomination commit-
tee to perform at least the following pre-
paratory tasks:

e describing the required qualifications for
a given member of the Board of Directors

and the Executive Board, the estimated
time required for performing the duties of
this member of the Board of Directors and
the competences, knowledge and experi-
ence that is or should be represented in
the two management bodies,

e onan annual basis evaluating the Board
of Directors and the Executive Board's
structure, size, composition and results
and preparing recommendations for the
Board of Directors for any changes,

e in cooperation with the chairman, han-
dling the annual evaluation of the Board
of Directors and assessing the individual
management members’ competences,
knowledge, experience and succession as
well as reporting on this to the Board of
Directors,

e handling recruitment of new members to
the Board of Directors and the Executive
Board and nominating candidates for the
Board of Directors’ approval,

e ensuring that a succession plan for the Ex-
ecutive Board is in place,

e supervising the Executive Boards’ policy
for the engagement of executive employ-
ees, and

e supervising the preparation of a diversity
policy for the Board of Directors’ ap-
proval.

Spar Nord complies with the recommendation.

Spar Nord complies with the recommendation by
having established a Nomination and Remunera-
tion Committee whose terms of reference include
the tasks listed. The committee regularly assesses
whether all members of the Board of Directors
and the Executive Board collectively have the re-
quired skills set. A description of the required
qualifications for a given member of the Board of
Directors and the Executive Board is provided in



connection with replacement or recruitment of
new members to the Board of Directors and the
Executive Board.

3.4.5. The Committee recommends that the Board
of Directors establish a remuneration com-
mittee to perform at least the following
preparatory tasks:

e preparing a draft remuneration policy for
the Board of Directors’ approval prior to
presentation at the general meeting,

e providing a proposal to the Board of Di-
rectors on the remuneration of the mem-
bers of the Executive Board,

e providing a proposal to the Board of Di-
rectors on the remuneration of the Board
of Directors prior to presentation at the
general meeting,

e  ensuring that the management’s actual
remuneration complies with the com-
pany’s remuneration policy and the evalu-
ation of the individual member’s perfor-
mance, and

e assisting in preparation of the annual re-
muneration report for the Board of Direc-
tors’ approval prior to presentation for
the general meeting's advisory vote.

Spar Nord complies with the recommendation.

Spar Nord complies with the recommendation by
having established a Nomination and Remunera-
tion Committee whose terms of reference include
the tasks listed.

3.5. Evaluation of the Board of Directors and the
Executive Board

3.5.1. The Committee recommends that the Board

of Directors evaluate the Board of Directors
once a year, and at least every three years
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engage external assistance in the evalua-
tion. The Committee recommends that the
evaluation focus on the recommendations
on the Board of Directors’ work, efficiency,
composition and organisation, cf. recom-
mendations 3.1.-3.4. above, and that the
evaluation as a minimum always include
the following topics:

e the composition of the Board of Directors
with focus on competences and diversity,

e the Board of Directors’ and the individual
member’s contribution and results,

e cooperation on the Board of Directors and
between the Board of Directors and the
Executive Board,

e thechairman’s leadership of the Board of
Directors,

e the committee structure and the work in
the committees,

e the organisation of the work of the Board
of Directors and the quality of the mate-
rial provided to the Board of Directors,
and

e the board members’ preparation for, and
active participation in, the meetings of the
Board of Directors.

Spar Nord complies with the recommendation.

Spar Nord complies with the recommendation
with respect to performing an evaluation. How-
ever, Spar Nord does not have any firm principle in
place on how frequent external assistance should
be obtained in the evaluation process, as the need
for this is considered regularly.

3.5.2. The Committee recommends that the entire
Board of Directors discuss the result of the
evaluation of the Board of Directors and
that the procedure for the evaluation and
the general conclusions of the evaluation

be described in the management’s review,
on the company’s website and at the com-
pany’s general meeting.

Spar Nord complies with the recommendation.

3.5.3. The Committee recommends that the Board
of Directors evaluate the work and results
of the Executive Board according to pre-es-
tablished criteria at least once a year, and
that the chairman review the evaluation to-
gether with the Executive Board. In addition,
the Board of Directors should assess the
need for changes in the structure and com-
position of the Executive Board on a contin-
uous basis, including in respect of diversity,
succession planning and risks, in light of the
company’s strategy.

Spar Nord complies with the recommendation.

The chairman of the Board of Directors evaluates
the Executive Board annually in compliance with
the recommendation.

4. Remuneration of management

4.1 Remuneration of the Board of Directors and
the Executive Board

4.1.1. The Committee recommends that the remu-
neration for the Board of Directors and the
Executive Board and the other terms of em-
ployment/service be competitive and con-
sistent with the company's long-term share-
holder interests.

Spar Nord complies with the recommendation.
The remuneration of members of the Board of Di-

rectors and the Executive Board is discussed an-
nually in the Nomination and Remuneration

Committee. These discussions are based on the
principles of the remuneration policy, including
the Bank's long-term interests.

4.1.2. The Committee recommends that share-
based incentive schemes are revolving, i.e.
that they are periodically granted, and
that they primarily consist of long-term
schemes with a vesting or maturity period
of at least three years.

Spar Nord complies with the recommendation.

Spar Nord does not have share-based incentive
schemes.

4.1.3. The Committee recommends that the varia-
ble part of the remuneration has a cap at
the time of granting, and that thereis
transparency in respect of the potential
value at the time of exercise under pessimis-
tic, expected and optimistic scenarios.

Spar Nord complies with the recommendation.

Spar Nord does not have variable remuneration of
the members of the Executive Board and the
Board of Directors. For additional information, see
the remuneration policy.

4.1.4. The Committee recommends that the over-
all value of the remuneration for the notice
period, including severance payment, in
connection with a member of the Executive
Board’s departure, does not exceed two
years’ remuneration including all remunera-
tion elements.

Spar Nord partly complies with the recommenda-
tion.



For newer contracts, Spar Nord complies with the
recommendation. For older contracts, Spar Nord
does not comply with the recommendation. See
www.sparnord.dk/om-spar-nord/governance-og-
afloenning.

4.1.5. The Committee recommends that members
of the Board of Directors are not remuner-
ated with share options and warrants.

Spar Nord complies with the recommendation.

Spar Nord does not remunerate with share options
and warrants.

4.1.6. The Committee recommends that the com-
pany have the option to reclaim, in whole or
in part, variable remuneration from the
Board of Directors and the Executive Board
if the remuneration granted, earned or paid
was based on information which subse-
quently proves to be incorrect, or if the re-
cipient acted in bad faith in respect of other
matters which implied payment of a too
large variable remuneration.

Spar Nord complies with the recommendation.

Spar Nord does not have variable remuneration of
the Board of Directors and the Executive Board.

5. Risk management

5.1 Identification of risks and openness in respect
of additional information

5.1.1. The Committee recommends that, based on
the company's strategy and business
model, the Board of Directors consider the
most significant strategic, business, ac-
counting and liquidity risks. The company
should give an account of these risks and
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the company’s risk management in the
management'’s review.

Spar Nord complies with the recommendation.

The Board of Directors is in charge of overall stra-
tegic management. Using the strategic objectives
as its point of departure, the

Board of Directors determines a risk profile, which
describes the risk within the Bank's most im-
portant risk types that the Board of Directors is
willing to undertake while meeting the objectives
set forth in the strategy.

Information about the Bank's risks is primarily
covered by the following documentation, which is
regularly published on www.sparnord.dk. Besides
this documentation, risk management is consid-
ered as part of the management'’s review.

e  Financial statements (quarterly)

e Individual solvency need (quarterly)

e  Spar Nord A/S Additional Pillar 3 Disclo-
sures (quarterly)

e Investor presentation (quarterly)

e Annual risk report covering all risks within
the Bank, including risk management

5.1.2. The Committee recommends that the Board
of Directors establish a whistleblower
scheme, giving the employees and other
stakeholders an opportunity to report seri-
ous violations or suspicion thereof in an ex-
pedient and confidential manner, and that
a procedure be in place for handling such
whistleblower cases.

Spar Nord complies with the recommendation.

Spar Nord has established a whistleblower
scheme, giving the employees and other

stakeholders an opportunity to report serious vio-
lations or suspicion thereof. The scheme is man-
aged by an external third party.

Moreover, the Bank has a complaints officer who
provides customers and other stakeholders access
to have any questions and disputes answered and
dealt with.
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Finance Denmark recommends that member
companies respond to all the recommenda-
tions of the Committee on Corporate Gov-
ernance.

Finance Denmark recommends that member
companies prepare and publish a code of
conduct describing the company'’s core val-
ues and the conduct desired in terms of the
company’s management and operations.

Finance Denmark recommends that member
companies use a well-described, structured
process when recruiting candidates for the
Board of Directors and possibly bring in ex-
ternal expertise.

Finance Denmark recommends that those
members whose articles of association con-
tain provisions determining that board
members may only be elected from a lim-
ited group of individualls explain the back-
ground to these restrictions.

Finance Denmark recommends that board
members embark on a training programme
in banking operations as soon as possible
and at the latest six months after joining
the board, unless the board member con-
cerned already possesses up-to-date, spe-
cial banking skills. The programme should
reflect the company’s size, business model
and complexity.
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Finance Denmark recommends that mem-
bers of a board of directors continuously re-
ceive skills development opportunities as
relevant for their board duties. The topics
and scope should be adapted to the com-
pany’s size, business model and complexity.

Finance Denmark recommends that each in-
dividual board member undertake an evalu-
ation of his or her work for the board. As
part of the evaluation, each board member
must fill in an evaluation form referring to
both management and technical banking
matters.

Finance Denmark recommends that rele-
vant experts be involved in the cooperation
with the board of directors, including partic-
ipation in meetings of the board of directors
when particularly complex issues are to be
discussed.

Finance Denmark recommends that the co-
operation between the executive board and
the board of directors be discussed at least
once a year, without the presence of the ex-
ecutive board.

Finance Denmark recommends that an
overview of the participation of the mem-
bers of the board of directors in board and
committee meetings be published on the
members’ website or similar.

Finance Denmark recommends that member
companies consider and explain whether
the rules set out in the Danish Financial
Business Act regarding a cap on the number
of executive positions are relevant for the
members.

12.

Finance Denmark recommends that member
companies focus on the role of the external
auditor and the quality of its audit work.
Among other things, members should set re-
quirements for the composition of the teams
used by external auditors to ensure that a
team includes at least two experienced au-
ditors with additional areas of expertise. To
be considered an experienced auditor, an
auditor must have completed supplemen-
tary training aimed at the banking sector
and participated in the audit of a commer-
cial bank, savings bank or cooperative
bank for at least three years.

Spar Nord complies with all the recommendations.
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