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Triodos Bank produces a printed version of the English Annual
Report. We do this because some of our stakeholders want to
read the report in this format and because we are legally
required to provide the Annual Report as a comprehensive,
single document.

However, we have chosen to put more energy into producing
the Annual Report online. The online Annual Report includes
content that is not in this document including films
highlighting the extraordinary work of the sustainable
enterprises we finance and an interview with our CEO.

However you choose to read or view the Annual Report, we
hope it provides you with a rich picture of Triodos Bank’s

values-based mission, strategy and impact in the wider world.

www.annual-report-triodos.com



Triodos @ Bank

Triodos Bank is a co-founder of the Global Alliance for Banking on
Values, a network of leading sustainable banks - visit www.gabv.org

Important dates for Triodos Bank’s shareholders and depository
receipt holders.

Annual general meeting 17 May 2019
Ex-dividend date 21 May 2019
Dividend payment date 24 May 2019
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Key figures

Amounts in millions of EUR 2018 2017 2016 2015 2014
Financial

Equity 1,131 1,013 904 781 704
Funds entrusted 9,658 8,722 8,025 7,283 6,289
Loans 7,274 6,598 5,708 5,216 4,266
Balance sheet total 10,870 9,902 9,081 8,211 7152
Funds under management' 4,673 4,604 4,373 4,087 3,480
Total assets under management 15,543 14,506 13,454 12,298 10,632
Total income 266.2 240.3 2176 211.6 189.6
Operating expenses -211.8 -190.2 -171.9 -150.2 -138.4
Impairments loan portfolio =8 -1.8 =57/ -7.6 -11.1
Value adjustments to participating interests -0.5 1.3 =18 0.2 0.2
Operating result before taxation 50.4 49.6 38.5 54.0 40.3
Taxation on operating result -11.8 -12.2 -9.3 -13.3 -10.2
Net profit 38.6 37.4 29.2 40.7 30.1
(Common) equity tier 1 ratio 17.7% 19.2% 19.2% 19.0% 19.0%
Leverage ratio 8.7% 8.9% 8.8% 8.4% 8.8%
Operating expenses/total income 80% 79% 79% 71% 73%
Return on equity in % 3.6% 3.9% 3.5% 5.5% 4.4%
Return on assets in % 0.4% 0.4% 0.3% 0.5% 0.4%
Real Economy assets/Balance sheet total® 77.6% 80.2% 80.6% 83.3% 72.2%
Triple Bottom Line assets/Balance sheet

total® 76.5% 75.3% 77.0% 77.9% 76.9%
Per share (in EUR)

Net asset value at year end 84 83 82 81 78
Net profit? 2.99 319 2.83 4.40 3.41
Dividend 1.95 1.95 1.95 1.95 1.95
Number of depository receipt holders 42,416 40,077 38,138 38,738 32,591
Number of accounts - retail 839,242 808,090 759,738 707,057 628,321
Number of accounts - business 68,751 60,339 50,765 44,418 36,320



2018 2017 2016 2015 2014
Social
Number of co-workers at year end 1,427 1,377 1,271 1121 1,017
Co-worker turnover 9% 9% 8% 14% 10%
Women as percentage of management 39% 44% 40% 38% 40%
Ratio of highest to median salary* 5.6 57 5.7 5.7 5.6
Environment
Triodos Bank’s own emissions, 100%
compensation (in ktonne CO; eq.) 2.8 3.1 3.1 3.0 3.1
Net emissions in outstanding loans and
investments (in ktonne CO, eq.)® 152 = = = =
Avoided emissions in renewable energy
loans and investments (in ktonne CO; eq.)® -985 = = = =

Including funds under management with affiliated parties that have not been included in the consolidation.

The figure of net profit per share is calculated on the average number of issued shares in circulation during the financial

year.

Triple Bottom Line assets refer to assets not only focused on economic benefits, but also on positive social and

environmental benefits. We believe this figure provides the best indication of a bank’s commitment to sustainability. The
assets committed to the Real Economy and to the Triple Bottom Line for the years 2014-2016 have not been reviewed.

The ratio of highest to median salary (excluding highest salary) follows the GRI criteria and is considered best practice. All

salaries are calculated on a full-time basis. The ratio of the highest to the lowest salary is reported in the co-worker

report on page 41.

2018 is the first year of reporting using the Platform for Carbon Accounting Financials (PCAF) methodology. Around 68%

of our outstanding loans and funds’ investments are assessed.



Governance structure

Executive Board

The daily management and strategic development of
Triodos Bank lies with the Executive Board. The
Executive Board is formally responsible for the
management of Triodos Bank. The members are
appointed by the Supervisory Board.

Supervisory Board

Triodos Bank has a Supervisory Board, which
monitors the Bank’s business operations and advises
its Executive Board, to benefit its business interests.
New members of the Supervisory Board are appointed
by the Annual General Meeting, based on
recommendations from the Supervisory Board.

SAAT - Foundation for the Administration of Triodos
Bank Shares

Triodos Bank believes it is crucial that its mission and
identity is protected. As a result, all Triodos Bank’s
shares are held in trust by SAAT — the Foundation for
the Administration of Triodos Bank Shares. SAAT then
issues depository receipts for Triodos Bank shares to
the public and to institutions. These depository
receipts embody the economic aspects of the shares
of Triodos Bank N.V.. In addition, it exercises the voting
rights for the Triodos Bank N.V. shares. The Board of
SAAT’s voting decisions are guided by the Bank’s
ethical goals and mission, its business interests, and
the interests of the depository receipt holders. Triodos
Bank depository receipts are not listed on any stock
exchange. Instead, Triodos Bank maintains its own
platform for trading in depositary receipts.

More information about Triodos Bank’s Boards is
available at www.triodos.com and at the end of
the Corporate Governance chapter of this annual
report.



Triodos Bank Group structure

Foundation for the

Administration of

Triodos Bank Shares

Triodos Bank N.V.

Retail & Business Banking
The Netherlands | Belgium | Germany | Spain | United Kingdom

Private Banking
The Netherlands | Belgium

Retail Banking
Through our European branch network, our goal is to offer

our customers a credible set of services including savings,
payments, lending, private banking and investments.

Business Banking
We lend money only to organisations working to bring about

positive and lasting change.

Our lending focuses on three key areas:

« Nature & Environment
« Culture & Welfare

« Social Business

Private Banking

We advise customers on employing their capital to stimulate

sustainable development. Our key service is sustainable
discretionary asset management.

Triodos Investment Management B.V.
Europe | Emerging markets

Investment Management
Impact investing takes place through investment funds or

investment institutions bearing the Triodos name.

The 16 active funds are grouped in business lines based on
the themes they invest in:

» Energy & Climate

+ Emerging Markets

- Sustainable Real Estate

« Arts & Culture

« Sustainable Food & Agriculture

» Socially Responsible Investment (SRI)



Our purpose: sustainable banking

Triodos Bank finances companies, institutions and
projects that add cultural value and benefit people
and the environment, with the support of depositors
and investors who want to encourage socially
responsible business and a sustainable society.

Triodos Bank’s mission is

« to help create a society that promotes people’s
quality of life and that has human dignity at its core

« to enable individuals, institutions and businesses to
use money more consciously in ways that benefit
people and the environment, and promote
sustainable development

« to offer customers sustainable financial products
and high-quality service.

Ambition

Triodos Bank wants to promote human dignity,
environmental conservation and a focus on people’s
quality of life in general. Key to this is a genuinely
responsible approach to business, transparency and
using money more consciously. Triodos Bank puts
sustainable banking into practice. First and foremost,
this means offering products and services that
directly promote sustainability. Money plays a leading
role in this because using money consciously means
investing in a sustainable economy. This in turn helps
to create a society that enjoys a better quality of life.

Market and core activities

Triodos Bank aims to achieve its mission as a
sustainable bank in three ways.

As a relationship bank

Triodos Bank’s service is built on deepening and
developing long-term relationships with its
customers. This singular focus on relationships is
shared across the organisation, while how they are
developed differs as the organisation benefits from
unity within the diversity of its branches and
geographies. It fosters these relationships through
various on and offline channels, including offices

where customers meet co-workers face-to-face, via
the internet, over the phone and by post.

Triodos Bank’s aim is to create a broad customer base
that’s closely connected to it — a combination of
private and corporate customers who have made a
conscious decision to bank with Triodos. Exactly how
this happens also differs in each country; its services
have developed in different ways in each of the
countries where it works, depending in part on the
stage of development of the branches and offices in
question.

As a sustainable service provider

Bank customers not only want sustainable products
and services, but also competitive prices and a
professional service. Triodos Bank believes that these
key customer values cannot be seen in isolation. So it
tries to offer a collective package of banking services
to promote sustainable development. And it does so,
in the context of meaningful, transparent
relationships with its customers.

Triodos Bank’s commitment to meaningful
relationships as a key strategic objective, leads to the
development of innovative products which directly
reflect the mission and values at the core of its work.
Product development takes place in all countries.

As a reference point

Triodos Bank wants to stimulate public debate on issues
such as quality of life, corporate social responsibility and
sustainable banking. Its stakeholders have also
encouraged it to focus on its role as a thought leader.
Triodos Bank wants to use almost 40 years’ experience to
encourage society to promote more sustainable
development. The implications of this public debate
extend well beyond the activities of Triodos Bank itself.
Triodos Bank's vision and approach has led to
international recognition. Its participation in the public
debate, often through high impact events that it hosts
and participates in, means people can see what Triodos
Bank stands for and hear its opinions about important
social trends. Triodos Bank’s identity is crucial in this
respect, strengthening the Triodos Bank brand and
reputation.



Executive Board report

The report in short

The Executive Board chapter provides an overview
of Triodos Bank’s perspective on the wider world it
operates in, its impact and activity in 2018 and its
prospects for the future. To help make this
chapter easier to navigate we have broken it down
into its constituent parts. In essence the chapter
is divided between:

- A narrative section: a high-level perspective on
the world we're in and Triodos Bank’s place in it

« An analysis of key or ‘material’ issues: these
topics are defined by our stakeholders and
Triodos Bank, and reported on throughout the
report. They inform our strategic objectives,
which are also described in this second section,
including our progress against our goals and
plans for the future

- Athird section describes our results, both in
terms of the impact our customers deliver and
our financial performance. They include how we
did across Triodos Bank’s branches and Triodos
Investment Management. We also describe our
products and services and their impact on
society, the environment and culture

« Afourth, and final, section summarises our
approach and results as a company. This section
includes a co-worker and environmental report as
well as important risk and compliance
information.

We welcome feedback on the annual report.
Please tell us what you think by emailing
arfeedback@triodos.com.

Ten years on from the financial crisis

Ten years on from the collapse of Lehman Brothers
and the impact of the financial crisis, and much has
changed in the financial and banking sector. There are
powerful examples of positive change that will be
necessary if we're to transition to a sustainable, new
economy. But too little has been done, too slowly to
meet the scale of the challenge. We are now at a stage
where that simply has to change.

The International Panel on Climate Change’s 2018
report argues forcefully that it is now clear thata 1.5
degree increase in temperature from pre-industrial
levels is the threshold beyond which we should not go.
That means rapid and far-reaching changes to how
we go about our daily lives. And it has profound
implications for what we choose to finance as banks,
and what we choose not to.

The urgency of a challenge like this requires real
choices. It requires banks, like Triodos, to move from
being niche players to become front-runners of a
mainstream where all banks choose to finance
enterprise committed to a new, low carbon and
sustainable economy. There should be no ‘dark’ green
or ‘light’ green banking anymore; there should just be
green banking. And it should be the norm.

Has values-based banking’s time finally come?

Triodos Bank has always advocated financing the
right things in a responsible way. For us that means a
well-capitalised, financially sound bank; one that only
lends to and invests in sustainable entrepreneurs and
their enterprises. There is some evidence that the
example that we, and others, have set is being
genuinely embraced by others.

During 2018 a coalition of national central banks
made an explicit connection between our climate and
the stability of the financial system. This has
important consequences. It forces real choices about
what to finance, and what not. And it demands a clear
understanding of the actual impacts of a financial
institution, and the decisions it makes, on the climate.

Better decision-making needs better insight: more
specifically this means, for example, that banks and
others need to assess and understand the carbon
footprint of their loans and investments. Triodos Bank
has participated in the Platform for Carbon
Accounting Financials (PCAF) since its launch at the
Paris Climate Conference in 2015. PCAF has
developed a methodology to make just these
assessments. We report on the results of this work,
for the first time, in this annual report. Such is the
power of this idea that a US-based version of PCAF
has been launched under the leadership of our fellow


mailto:arfeedback@triodos.com

Global Alliance for Banking on Values (GABV) member,
Amalgamated Bank.

And there are other examples of Triodos Bank
influencing the wider financial system, from across
our European network. They include our active
participation in the All Party Parliamentary Group

on Business Banking in the UK, which aims to build a
fairer banking system in the UK.

These developments are to be celebrated and
encouraged. They are not, however, enough.

Our financial system, and our banks, must change. We
failed to take the opportunity to reinvent established
ownership structures and governance following the
financial crisis. In much of the world we have returned
to a shareholder-driven model far too quickly. It is our
firm conviction that it is simply not possible to do the
right thing as a bank - financing the real economy in a
responsible way — and deliver double-digit returns.
These profits have once again become the norm. In
the immediate aftermath of the financial crisis many
banks advocated ‘fair returns, not the excessive
returns that had in many ways driven the decisions
that lead to the crisis itself. But those voices have
faded. We need to hear them again and they need to
result in fundamental changes in our banks.

From shareholder to stakeholder models

A shift from shareholder to stakeholder priorities,
coupled with changes in regulation, can provide a
powerful force for the transition to a sustainable
economy.

Building on our work in 2017, Triodos Bank has
advocated just such a change. Via meetings with
regulators and government, public speaking
opportunities, white papers, and through our networks,
we have argued that the regulators insist on higher
capital requirements if they continue to finance ‘brown’
assets. We believe these assets bring inherent risks with
them, given the transition to a sustainable economy that
is already underway. Higher capital requirements would
be a disincentive to banks to continue to finance fossil
fuels, a prerequisite for our economy to decarbonise.
Banks need to stop financing brown assets, including
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fossil fuels. And they need to do it now. In The
Netherlands Triodos Bank has played a pivotal role
helping to develop a Climate Agreement that puts
meaningful national carbon emission targets in place,
including a 49% reduction of emissions from the
financial sector by 2030.

We are not alone in arguing for these changes. We
joined with mainstream banks to develop the UN
Principles for Responsible Banking which were
launched in Paris in November 2018. The principles
are designed to encourage banks — particularly those
who are at the start of the journey - to accelerate
their transition towards aligning to society’s needs
and sustainability challenges such as the Paris
Climate Agreement and the United Nations
Sustainable Development Goals (SDGs). They call for
all signatory banks to address the impacts that make
the most difference, set public targets and be fully
transparent and accountable about progress. And
they call on banks to work together with clients and
stakeholders to address sustainability challenges. We
hope that initiatives like these will help to accelerate
the cultural change that is needed within the wider
banking system.

Products with a purpose

These goals have translated into practical action
throughout 2018 at Triodos Bank. For the third year in
arow, Triodos Bank was the leading arranger of
renewable energy deals in Europe, financing more
deals than anyone else. We further developed a green
mortgage in The Netherlands, incentivising
homeowners to make significant changes to the
environmental performance of their homes. And we
have noticed other banks adopting similar
approaches, discounting loans to sustainable
enterprise. While in the UK, our crowdfunding
platform - the first of its kind from a regulated bank in
Britain - used the collective power of community to
finance a range of innovative sustainable enterprises.

One example is Fishtek Marine, a company that has
successfully developed products that protect marine
species from unintentional capture and injury as well
as increasing catch rates for fishing fleets. Given that
fishing nets and lines are responsible for the deaths



of over 300,000 dolphins, porpoises and whales,
300,000 seabirds and 250,000 turtles every year,
companies like these are increasingly important if
we're to address key global challenges.

Organisational developments

Triodos Bank is a mid-size, international bank, which
is growing at a steady pace. More complexity and
increased regulation due to this growth, as well as
developments in the financial sector, bring additional
challenges to the organisation.

These challenges require a strategic response which
reflects the enhanced importance of sound risk
management and compliance at group level. As a
result, and in close consultation with the Supervisory
Board, we have concluded that it is necessary to
enhance the Executive Board (EB) with the addition of
a Chief Risk Officer (CRO). Creating a CRO role at
Executive Board oversight level will ensure that the
critical areas of risk management and compliance are
represented at the appropriate level for strategic
decision making. This takes the total number of
Executive Board members to four. The Supervisory
Board has decided accordingly and is expected to
announce a candidate for this role in due course.

This change will allow the Chief Financial Officer (CFO)
to focus fully on the financial strategy of the bank and
to address in more depth the challenge of the
increasing role of data quality in relation to financial
management and internal and external reporting.

Steady growth and organisational complexity mean
the Executive Board is increasingly focused on a more
strategic and oversight role. To address these
developments adequately, the Executive Board has
created a Banking Committee, consisting of the
managing directors of the branches and relevant head
office directors. The Banking Committee will assume
responsibility for the business change agenda.

To further strengthen the alignment between the
branches, the Executive Board also intends to appoint
a Director of Banking at Group level. This role is to
coordinate and steer the operational and business
development of the banking branches from a Group
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perspective. This will enable us to act more as one
bank, delivering stable profitably in a more effective,
efficient and impactful way. The Director of Banking is
a member of the Banking Committee.

Triodos Bank is active in an industry that is changing
ever more quickly. Shifting customer expectations,
new digital possibilities and increasing regulatory
demands affect us in the same way as other banks. In
order to become faster and better at delivering value
for our customers and positive impact for the
communities we serve, as well as improving efficiency
and control, we have introduced a new way of working.

A sustainable strategy fit for a changing world

2018 was a year in which we responded to a rapidly
changing external environment by revising our
strategy. The continuing higher costs of meeting
regulation and lower margins because of low interest
rates and competition for personal and business
customers (either solely on price or from banks eager
to lend to attractive ‘sustainable’ businesses) put
pressure on Triodos Bank’s profitability. To address
this, we have developed new ideas, accelerated
existing ones and made difficult choices about things
we will no longer do, such as discontinuing funds that
have been unable to reach sufficient scale. And we
have identified key themes we will prioritise in the
coming three years - social inclusion, food and
agriculture and energy and climate.

We will continue to focus our energies on developing
and delivering products that help deliver our purpose,
where there is a clear sustainable element to, or
outcome from, a product. And we will create
multidisciplinary teams of co-workers from across the
group to deliver work more efficiently and effectively
by adopting an agile way of working.

We will base much of our future activity on a modern
online environment that puts relationships first. During
the year, we delivered a new online ecosystem. We
launched new apps, online banking services, and new
websites in all our branches and Triodos Investment
Management. This year’s online annual report also
reflects our new online signature. We welcome your
views on what you like and want to see improve.



Financing the transition: achievements and
challenges

Triodos Bank has been working with regulators for
over a year to ensure the necessary regulatory and
legal frameworks are in place to continue providing
services after the withdrawal of the UK from the
European Union (Brexit). To ensure Triodos Bank can
continue to operate in the UK, a different legal
structure is required. This means creating a new
subsidiary company wholly owned by Triodos Bank
N.V., subject to regulatory approvals and any
unforeseen circumstances.

We also made hard decisions to stop some parts of
our operations, including closing the Culture and
Sustainable Real Estate Funds. The Funds are close
to the values of Triodos Bank but have not been able
to develop to the scale required to enable them to
remain both profitable and deliver significant impact.
While the funds have closed the culture and sustain-
able real estate sector will continue to be an
important area for our finance via Triodos Bank’s
lending activity in our branches.

To deliver more positive impact we also prototyped a
new way to manage and report on our impact during
the year. Harnessing the input of academics and
practitioners from across the Triodos Bank network
we have developed tools which, from the start of
2019, will provide more relevant data about the
impact we, and our customers, make in the world.
This will help us to improve our decision making from
an impact, risk and return perspective. And it will
provide practical ways to increase the impact we
make together. We will report on the outcomes of this
work — including more and better information about
our contribution to the sustainable development
goals — in the 2019 annual report.

These developments have happened against the
backdrop of the urgent need for lasting sustainable
change. The time for prevarication is over. We need to
make choices. In the end, for the banking sector and
for industry more widely, this means a joint and joined
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up effort. Because a sustainable approach, that puts
money in the service of people and not the other way
around, has to happen now as part of an economically
viable future.

Prospects

Triodos Bank will continue to develop its European
banking activities through the existing branches and
Triodos Finance, an intermediary for Triodos Bank N.V.
in France.

To deliver more positive impact for the individuals and
communities we serve, building on our unique
experience as Europe’s only pan-European
sustainable bank, we need to operate more as one
bank. By doing so, we will improve our service to
sustainable enterprises, improve efficiency and we
aim to maintain a stable net profit.

Triodos Bank wants to act beyond its immediate
boundaries. We will develop new strategic
partnerships and we will start offering approved
sustainable investment funds from other parties on
our own platform in addition to the Triodos Investment
Funds, startingin 2019.

To become less dependent on interest income, we will
focus on growing our fee income, mainly through the
expansion of our Triodos Investment Management
activities. We anticipate continuing upward pressure
on our cost base due to ongoing regulatory
requirements. We recognise that these obligations,
that come with the license to operate a bank, are
important. In particular the increased responsibility
of banks for customer due diligence and transaction
monitoring require attention and investment, to both
comply and stay fully up-to-date with new
developments. Triodos Bank has shortcomings in that
respect and has received an instruction from the
regulator to improve its processes for customer due
diligence and monitoring of customer transactions.
We expect to be able to comply with the instruction
from The Dutch Central Bank (DNB) in the required
timeframe.



Like the financial sector in general, Triodos Bank
faces a serious challenge with low interest rates and
increasing regulatory costs. And yet, the opportunities
for Triodos Bank as a frontrunner in responsible
finance are significant. With a controlled growth
strategy, generating maximum impact and a stable
profit, we expect a healthy development in 2019 and
beyond.

Zeist, 20 March 2019

Triodos Bank Executive Board
Peter Blom, Chair

Pierre Aeby

Jellie Banga
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A goodbye

At the 2018 Annual General Meeting (AGM), Pierre
Aeby announced his decision to retire at the following
AGM in May. So this will be the last Executive Board
chapter in the annual report that Pierre co-authors.

Pierre’s career with Triodos Bank spans more than 20
years. He started as Managing Director of our Belgian
branch in 1998 becoming a member of the Executive
Board two years later. Since then Triodos Bank’s
positive impact in the world has increased
enormously. The organisation grew from
approximately 70 coworkers to more than 1,400, and
its total assets under management increased from
approximately EUR 400 million to EUR 15.5 billion.

During his time at the bank Pierre has actively
contributed to the growth strategy of the group and to
the development of a high-quality lending activity,
building a solid bank, while always maintaining great
attention to a well-balanced impact risk return
profile. Over the last years, Pierre focused on the
strengthening of the finance and risk management
organisation to cope with the group’s growing size and
complexity and to deal with increasing regulatory
requirements after the financial crises.

There will be other opportunities to thank Pierre for
his contribution, but we want to mark this report with
a sincere and heartfelt thank you, on behalf of the
entire co-worker group and our Boards, for his
enormous contribution to Triodos Bank’s
development.



Our stakeholders and material topics

Triodos Bank’s stakeholders are key to determining
the focus and attention of the organisation’s efforts.
The following section highlights who Triodos Bank’s
stakeholders are. It describes the material issues that
they and Triodos Bank have identified as most
important, and hence provide the focus of its
reporting. And it details Triodos Bank’s strategic
objectives, their progress and the goals for the future.

Stakeholder dialogue: keeping us on our toes

Triodos Bank’s three stakeholder groups are defined
as the following:

« Those that engage in an economic relationship with
the business (e.g. customers, depository receipt
holders, co-workers and suppliers)

- Those that don't engage in economic transactions,
but who maintain a close interest in Triodos Bank (e.g.
NGOs, governments, regulators, the media and the
communities who benefit from our finance) from a
societal perspective

« Those that provide new insights and knowledge (e.g.
advisors and inspirers), prompting us to reflect,
rethink and explore new territory.

Actively seeking a connection with the world around
us is key to ensuring Triodos Bank remains relevant
and can continue to build on its frontrunner
ambitions. All our business and financial decisions
have an impact on our stakeholders. In turn, the
societal themes embraced by our stakeholders have
an impact on what we do and how we do it. We have
benefited from open discussions with them for many
years and in varied ways, from hosting evenings of
debate with civil society, to organising client days
connecting hundreds of customers in all the countries
where we work, to depository receipt holder meetings
and surveys.

For Triodos Bank, the starting point of any discussion
is our essence. So, while some organisations ask their
stakeholders what they think they should do, and then
proceed to do it, we take a different approach. Our
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essence defines who we are. It is the fundament to
our conversations with the broader stakeholder
community. How we bring that essence to life through
our actions however, is very much informed by the
engagement with our key stakeholders and the
developments in society at large.

In addition to numerous interactions throughout the
year at all levels of our organisation, we follow a
formal process to create an analysis of the issues that
are most important both to our stakeholders and
ourselves and provide follow-up by integrating these
issues into our management objectives.
Consequently, we report on the progress of these
objectives following the Global Reporting Initiative’s
Standards guidelines.

Increasingly, companies are encouraged to focus their
sustainability reporting on the issues that are
material to it instead of reporting on a wide range of
issues, some of which will be relatively unimportant to
an institution’s overall impact. We support this focus
and our material issues are highlighted in a
materiality analysis below, following structured
discussions with a cross-section of our stakeholders
and consideration from Triodos Bank itself.

This year’s materiality analysis includes the results of
a depository receipt holder survey distributed in all
the countries where we work, the feedback we receive
at the Annual General Meeting, participation in
various global strategic bodies and a stakeholder
meeting with representatives from Triodos Bank’s
three stakeholder groups, hosted at Triodos Bank’s
Head Office. The analysis is supplemented by
learnings from several stakeholder events and
interactions during the year including sector specific
events in various countries and the external analysis
we did in support of our strategy process throughout
the year. We also conducted a survey among a sample
of all three stakeholder categories and asked them to
validate the position of the various topics in the
matrix according to their relative importance.
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Import

® who we finance and how we deliver
sustainable financial services
® how we operate as a responsible institution

Complying with GRI Standards

We report on all of our stakeholder consultations
using the Global Reporting Initiative (GRI) Standards.
GRI requires reporting organisations to comply with
their quality and content requirements to ensure a
high quality standard of sustainability reporting.
Triodos Bank’s mission, vision and strategy are fully
based on sustainability ambitions and a commitment
to responsible banking. Therefore, many steps
required to identify stakeholders and sustainability
issues (material topics) for other organisations are
standing practice for Triodos Bank. Stakeholder
engagement and working together towards a fair and
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sustainable world are daily business for Triodos Bank.
Consequently, not all theoretical steps towards
integrated sustainable business and sustainability
reporting are made explicitly, or rather: they are
embedded in the process of sustainable banking.
Examples of these steps are: stakeholder mapping,
mapping of topics and assigning proper GRI
denominations to variables such as ‘influence),
‘importance’ or ‘impact’. In practice it appears that
Triodos Bank and its stakeholders understand each
other perfectly well and are aligned in jointly
achieving the goals of financing change and changing
finance.



In our surveys and other stakeholder consultations we
continuously discuss the influence of material topics
on their decisions and the impact of these topics on
Triodos Bank. Following this ongoing dialogue with our
stakeholders, ‘influence on’/ ‘importance of’ / ‘impact
on’ are used interchangeably by both Triodos Bank
and its stakeholders. GRI Standards uses the formal
denominations of ‘Influence on stakeholder
assessments & decisions’ for the y-axis and
‘Significance of economic, environmental & social
impacts for Triodos Bank’ for the x-axis. Our
stakeholders are more familiar with and continue to
use the expressions ‘importance of’ and ‘influence on’
(and are not always familiar with GRI). Therefore,
Triodos Bank has chosen to continue using these
denominations in its communications, including the
annual report.

Material topics

All the topics identified in the materiality matrix relate
directly, or indirectly, to Triodos Bank’s purpose as an
integrated sustainable bank using money to deliver
positive change. The boundary of the topics in blue
are typically external. They are defined either by
relevant issues within a client relationship or by our
business strategy. The material topics in green are
more internal. They describe how we operate as a
responsible institution ourselves. Ordinarily we have a
direct impact on these topics, in the selection of
suppliers or our remuneration policies, for example.
The results suggest Triodos Bank’s stakeholders want
and expect Triodos to continue to be a leader in
sustainable finance, with a strategy that reflects and
supports its mission. In addition, impact investments
(in this sense combining both lending and investing in
sustainable enterprises), and delivering sustainable
financial services, continue to be very important both
for Triodos Bank and for its stakeholders.

The analysis shows our stakeholders think it is
important that Triodos Bank acts as a thought leader.
We also believe Triodos Bank should play a role in this
way, acting as a frontrunner in the banking sector
because this can stimulate change in others. This is
true for the activities we finance in specific sectors,
and for the debate about how to improve the banking
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system in service of society and the challenges we
face for example. Our role in the development of a
financial sector paragraph in the Dutch Climate
Accord and the launch of the United Nations
Principles for Responsible Banking are examples of
this in practice.

Based on our conversations and trends in civil society,
we have decided to introduce two new topics in our
matrix this year, reflecting new priorities for our
organisation as well as our stakeholders. They are:

» Products with a Purpose - in the past we focused on
being a first bank to customers, offering sometimes
generic products. We believe we should focus on
offering products that support the sustainable
movement we want to see, like our private mortgages
in The Netherlands that stimulate customers to
improve the energy efficiency of their home by
offering a specific loan that makes this possible. We
consider this topic as new, since it is more aptly
replacing the former ‘first bank for customers.

« Social inclusion — inequality of opportunity is
increasingly dividing society. Triodos Bank wants to
focus on exploring the role finance can and should
play to address this societal challenge. Therefore
Triodos Bank is stepping up efforts to help realise
putting social inclusion into practice, both for its
clients and stakeholders and for itself.

We also share the priority that our stakeholders give
to helping our borrowing clients to become even more
sustainable. You can find examples, including
interviews with borrowers, in the impact chapter.

Despite continued public debate about remuneration,
this topic continues to be a relatively low priority for
our stakeholders and the bank. This may reflect
satisfaction with the prevailing approach to
remuneration at Triodos Bank and suggests that our
policy is well understood. Triodos Bank does not offer
bonuses and has a relatively low difference between
its median and highest salary, for example. For more
details of our remuneration policy, and our
performance as a responsible employer, please see
the co-worker report on page 41.

From our engagement activities it is clear our
stakeholders and Triodos Bank find many of the same
issues important, as they did in 2017. We did make a



further few adjustments: we combined ‘managing
risk’ and ‘resilient financial institution’ into one bullet
and we positioned this higher on our own axis,
reflecting the increased focus on the resilience of
banks from politics and regulators. Secondly, we
decided to rename ‘Contributing to communities’ to
‘Engaging with communities’ to better reflect how we
actively collaborate and engage with entrepreneurs
and other customers to finance the change we believe
is required.

Being a learning organisation, whilst very important to
Triodos Bank, is felt to be less important to our
stakeholders. For our organisation it remains an
important strategic priority, as we believe being able
to learn collectively will enhance our efficiency and
our ability to act.

Through our engagement throughout the year we did
not identify any issues that are of very high
importance to one party and very low importance to
another. This leads us to conclude that Triodos Bank
and our stakeholder’s areas of interest are much
aligned. At the same time, our stakeholders
consistently urge us to be a frontrunner in financing
innovative and pioneering initiatives, to increase the
impact we create in the real economy. How we
balance this ambition with being a responsible
financial institution, managing impact, risk and return
is our responsibility.

When compared with the surveys and matrices in the
previous years, it was decided to remove:

» Environmental practices: having only few ‘brick and
mortar offices), the net positive/negative impact of
Triodos Bank’s own environmental practices is
relatively insignificant, particularly when compared to
the much larger impact we make through the way we
finance change.

» Broadening scope: we decided to remove this topic,
since it was confusingly interpreted by both Triodos
Bank employees and our stakeholders as both
representing broadening the scope of our products
and services as well as representing the scope of our
activities. Both interpretations are now integrated in
our topics (‘products with a purpose’ and ‘thought
leader’).

We use the results of this stakeholder engagement
activity, as well as the examples detailed here, directly
in the development of our strategic objectives. The
results will also inform our work more generally,
throughout the year, as a reference for new ideas and
the further development of existing activity. Longer-
term we will continue to look for ways to deepen our
stakeholder engagement activity in general. Staying
closely connected to what matters to our
stakeholders and using the wisdom of that
community will serve as a basis from which to
progress further.

/8%

of our assets are
in the real economy



Strategic objectives judgement and the opinion of co-workers with an

overview of these topics.
The table that follows provides Triodos Bank’s key

strategic objectives for 2018 and progress against them The table is followed by strategic objectives for 2019.

in some detail. A ‘progress at-a-glance’ indicator also This work is informed by Triodos Bank’s new three year
provides an estimation of our progress against each goal ~ plan from 2019-2021. This information reflects some of
in 2018. This assessment is based on professional the key issues raised in the materiality analysis that are

priorities for Triodos Bank and our stakeholders.
Finance for impact

Progress

Strategic Objectives for 2018 How We Did ataGlance
Ensure that our new loans go beyond meeting We have started drafting Theory of Change for  Wele)
the criteria of making positive impact and Energy and Climate and Food and Agriculture.
bring about a deepening or transforming And we have created an impact tool with
impact (in line with our strategy to meet the reference to transformative impact and the
Sustainable Development Goals (SDGs) — see  SDGs. Roll out will take place further in 2019.
Appendix).
Develop new subsectors and follow market Some developments at local level, including [ Jele)
developments to remain relevant in each of energy savings and energy storage in
our countries. In particular, focus on topics of  particular.
local importance and which contribute to the
global SDGs.
Become more relevant in the major shifts in Good progress in offshore wind with first ee00
energy production by financing larger offshore wind deal completed by the bank;
projects. In parallel, we will want to use our co-funding relationship with Dutch insurance
expertise to finance smaller energy projects firm, ASR, is progressing well; our new group
which contribute to a distributed energy vision on Energy and Climate is published and
system including efficiency and energy high profile events relating to the Dutch
storage. climate agreement hosted in The

Netherlands. T-CRUF (pre-financing of

community owned renewable energy projects

in the UK) is operational with two

transactions in 2018, both community solar

crowdfunding.
We will support a greater number of Additional SME lending with the support of eoe
pioneering projects using guarantee the EaSl| Guarantee Instrument (above target
arrangements from foundations, the with 116 transactions across Belgium,
European Investment Bank (EaSl) and others.  France, The Netherlands and Spain).
Significantly step up our Foundation activities Preparations have begun and we anticipate 00
to support promising new initiatives by restructuring legal entities in the first half of
restructuring our gift money organisation in 2019.
2018, and continue to improve ways to enable
individuals to use gift money to catalyse new
sustainable ideas.
Accelerate the growth of our Socially Project was finalised six months early and eoo
Responsible Investment (SRI) funds following  within project budget. Early delivery resulted
the launch of our new SRI Fund Strategy. in approximately EUR 1.2 million savings in

outsourcing costs and a net inflow of EUR
131.5 million during the year (2017: EUR 5.5
million). Overall SRI strategy to invest in
transition themes published.

000 \Vct @ @O Mostlymet @O O Partiallymet O O O Not met
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Broaden our scope

Progress
Strategic Objectives for 2018 How We Did ataGlance
Continue our public policy advocacy together  Leading role in development of the Dutch eeo
with partners to create systemic change Climate Agreement together with hosted
within the financial sector to support events.
environmental and social sustainability —
including the appropriate treatment of We published a road map with other parties in
capital, application of regulation and access ~ Germany and provided specific proposals and
to impact investments for individuals. feedback for the European Union’s developing
regulations on sustainable finance
Continue the development of our activitiesin ~ The French team progressed well, generating ee0
France towards the establishment of a new loans in France. Considering the current
branch with the emphasis on further business context and the need to focus on
strengthening our lending activity. other priorities, we decided not to establish a
full branch in France yet.
000 \Vct @ @O Mostlymet @O O Partiallymet O O O Not met
Deepen our relationship approach
Progress
Strategic Objectives for 2018 How We Did ataGlance
Implement and embed Customer Experience  Our average Net Promoter Score (NPS) of ®e00

Principles across the Group to improve the
quality of the interactions and service our
clients receive. Introduce regular monitoring
and improve our Net Promoter Scores (NPS)
for both retail and business clients.

2018 was 25 for retail customers (27 in 2017).
This score compared very well with large
banks and financial service companies. Our
NPS for business clients was 20 in 2018 (14 in
2017) comparing well with other banks.

A mechanism for continuous NPS monitoring
has been set up and will startin 2019.

000 \Vct @ @O Mostlymet @O O Partiallymet O O O Not met
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Innovate: new ventures and partnerships

Progress
Strategic Objectives for 2018 How We Did ataGlance
Further develop and grow our crowdfunding Triodos Crowdfunding launched in the UK as 00
activity to offer more potential alternativesto  the first crowdfunding service from a UK
sustainable companies and investors. bank; over GBP 20 million was raised in 2018
through thousands of investors. Eight social
and environmental organisations achieved
their capital raising objectives. Triodos Bank
in Germany, via the Triodos Sustainable
Finance Fund made a strategic investment
into clean energy emerging market specialist
crowdfunders, Bettervest. Participate with
Passion launched as a full service under
Private Banking in The Netherlands for private
investors participating directly in social
ventures.
000 \Vect @ @O Mostlymet @O O Partiallymet O O O Not met
Resilient and effective business operations
Progress
Strategic Objectives for 2018  How We Did at a Glance
Improve our internal and The cost/income ratio increased from 79% to 80% however,  Wole)
customer processes so that due to a decline in margin income in particular, this figure
they are more efficient — does not highlight process improvements and efficiency that
creating more value for clients  were made in many areas. We are working to identify process
and reducing internal waste. redesign opportunities for further process improvements as
We aim to reduce our cost/ part of the 2019-2021 strategic plan.
income ratio.
The enterprise risk Our Risk Control Framework has been strengthened to [ Jele)

management framework is the
basis for an integrated in
control statement process.
This process should lead to an
internal statement providing
positive assurance in the
coming years.

support the development towards a full internal In-Control
Statement.

Positive assurance will only be given on a defined number of
processes on the basis of evidence from risk control self-
assessments. Development towards comprehensive
evidencing is still to take place. Managing Directors and
management teams have been asked to explain whether
they are in control of their operations across the full scope of
the business, to practice this reflection. This exercise will be
repeated annually, increasing the scope of evidencing each
year.

000 \Vct @ @O Mostlymet @O QO Partiallymet O O O Not met
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Be a learning organisation and initiate dialogue with society on positive change

Progress
Strategic Objectives for 2018  How We Did ataGlance
Encourage and nurture Co-worker capabilities are enabled so they can take 00
‘intrapreneurship’ supported ownership and co-create the future of the organisation
by Triodos Academy resulting  through the Triodos Academy programmes, such as the
in more development (Advanced) Values Seminars, the U.Lab, and ‘Process
initiatives and continuous Improvement Accelerator’.
improvements to processes.
Improve our knowledge sharing Knowledge shared via weekly Monday Morning Meetings 00
across the organisation in (offline in all business units) and regularly via Engage, an
2018, both online and offline,  internal, online tool.
to help further enable our co-
worker group to learn as a Several small interventions were made by the Learning and
community — from each other, ~ Development team. They include: o N
across the group and with the  * support for knowledge sharing initiatives within specific
outside world. functional domains
+ Design of collaborations across the group to develop new
market sectors for example in offshore wind energy finance.
000 \Vct @ @O Mostlymet @O QO Partiallymet O O O Not met
Deliver balanced portfolio of impact-risk-return
Progress
Strategic Objectives for 2018 How We Did ataGlance
We aim to deliver a relatively stable Return on  We maintained our overall stable range of RoE eeoo
Equity (RoE) allowing for the continuation of ~ achieving 3.6% in 2018 which was in line with
major investments in challenging market our budget. We recognise underlying
conditions. challenges of profitability within the banking
sector which continue to put pressure on our
model. However, our new strategy is
addressing these through commercial,
operational and financial optimisation.
000 \Vct @ @®OMostlymet @O O Partiallymet O O O Not met
Strategic objectives for 2019 - internally, at the level of the organisation: One Bank:

redesigned, responsive and robust

- through our relationships, at the level of interactions
with our clients and stakeholders: Unlocking our
purpose: enabling customer engagement; activating
our communities

- externally and systemically, in terms of how we
influence beyond our organisation:The frontrunner in
responsible finance: Leading by example; Innovating
finance for impact

As part of our corporate cycle, we reviewed our
strategy during 2018 and have created a new group
strategic plan for 2019-21. The Strategic Objectives
here are derived from our strategic plan. Overall our
intention is to transform and make progress at three
levels:
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The strategic objectives are defined in more detail and
grouped under the related theme, below:

One Bank: Redesigned, responsive and robust

- Improve customer satisfaction via simpler and
quicker processes: including better Net Promoter
Scores (NPS).

- More adaptive to change in our business via agile
ways of working: shorter time-to-market to address
emerging risks and opportunities.

« Improve underlying profitability via financial and
commercial optimization: improving income
generation, steering on more profitable lending
growth, cost-neutral transaction services and more
diversified capital and funding sources.

- Improve efficiency by redesigning how we do
business within domains relating to digitalizing key
areas of our core business. We aim to deliver marked
improvements by 2020.

« Remain evidently ‘in-control’ through reduced
complexity and greater attention paid to key risk
areas.

« Empower co-workers and senior management:
create baseline data for 2019 so higher levels of
satisfaction of co-workers regarding efficiency and
empowerment can be assessed in future years.

Unlocking our purpose: enabling customer
engagement; activating our communities

- Increase our relevance to customers and society
through our suite of ‘products with a purpose’ and
focus on our core impact themes of ‘Energy and
Climate’ ‘Food and Agriculture and ‘Social Inclusion’ -
helping our communities better understand and
extend their individual, and our collective, positive
impact.
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 Implement our new impact assessment
methodology (including the Triodos Impact Prism)
across our loan portfolio, further improving the
understanding of impact within the organisation and
amongst our loan clients, savings clients and wider
stakeholders. We aim to assess all loans, currently
subject to an annual review, by the year end and be
reporting on impact performance and further develop
our carbon accounting within Triodos Bank and by
promoting its wider adoption outside it.

- Maintain satisfactory profitability of our core
businesses through detailed analysis of our business
units, commercial and financial optimisation.

« Increase the proportion of fee income across the
group from investment funds distribution and fund
management.

Frontrunner in responsible finance: leading by
example; Innovating finance for impact

« Influence the change of the financial system
towards greater sustainability through advocacy and
engagement, taking up our role as a frontrunner in
responsible finance to motivate others.

- Increase and leverage our long-term impact; by
exploring how to finance new business models,
developing new ventures, partnering with third parties
and/or external funders, and catalysing emerging
sustainability themes through gift money.

« Develop our systemic and external awareness:
bringing insights, external partners and future-
oriented thinking into our organisation.

- Create and scale up group-wide business activities
that generate additional impact and potentially
contribute to long term future profitability.



Impact and financial results

The following are the main results achieved in
2018 together with details of Triodos Bank’s
divisions, its products and services, their broader
impact, and prospects for the coming years.
Because Triodos Bank integrates its values-based
mission and strategy these results combine both
financial and non-financial performance. They
are designed to provide you with an insight into
what our mission and strategic objectives have
translated into in practice, in 2018.

Consolidated financial results

In 2018, Triodos Bank’s income grew by 11% to

EUR 266 million (2017: EUR 240 million). This
increased revenue was realised despite the high
pressure on income caused in the Eurozone by the
European Central Bank. Triodos Investment Manage-
ment contributed EUR 39 million to this figure (2017:
EUR 34 million). In 2018, commission income
amounted to 35% (2017: 35%) of total income, in line
with expectations.

The total amount of assets under management
including Triodos Bank and the investment funds and
Private Banking grew by EUR 1 billion, or 7%, to

EUR 15.5 billion. Triodos Bank’s balance sheet total
grew by 10% to EUR 10.9 billion thanks to a steady
growth of the funds entrusted, lending and new
capital raised during the year, in all branches. Growth
of between 5 and 10% was expected.

Triodos Bank’s total number of customers increased
by 5%, against expected growth between 10 and 15%,
and now numbers 715,000 customers. The lower than
expected growth was mainly caused by lower inflow of
customers in the UK and a higher outflow of cus-
tomers in Spain due to the introduction of fees and
the clean-up of unused accounts. While we continue
to attract new customers in some of our markets our
relatively low interest rate offering and reduced
product marketing have contributed to limited growth
in2018.
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Continuing growth in loans, deposits, and equity
despite low interest rates and returns, shows that
Triodos Bank’s commitment to values-based banking
is more relevant than ever to a growing number of
people and businesses who choose to make a much
more conscious choice about their bank and the
sustainable direction of their money.

Operational expenses increased by 11% to

EUR 212 million (2017: EUR 190 million) during the
year. This was mainly a consequence of an increase in
co-worker costs of 11% to EUR 121 million (2017:
EUR 109 million) as a result of an increase in FTE
mainly driven by investments in ICT and compliance
with new and existing regulation. Additionally, fees for
external advisors and the auditor increased by 15% to
EUR 11 million (2017: EUR 10 million), mainly due to
several strategic projects including Brexit. Externally
driven regulatory expenses including Deposit
Guarantee Scheme, banking tax and resolution costs
increased by 20% to EUR 12 million (2017:

EUR 10 million).

Triodos Bank has upgraded, and continues to improve,
its control framework to cope with the implemen-
tation of changing regulations and increased
regulatory supervisory requirements. Significant
investments were required to obtain a UK banking
licence, in the context of Brexit with total estimated
costs amounting to over EUR 5 million. Strategic
investments in the development of the business, such
as developments in our Socially Responsible
Investment Offering, Personal Current Account in the
UK were responsible for further growth in costs.

The ratio of operating expenses against income was
80% (2017: 79%). This increase occurred despite
efficiency gains in the business. Regulatory pressure,
high costs of Brexit preparation and higher tax levies
in certain countries have prevented a decrease in the
pace of growth of the expenses.

Improving our efficiency continues to be a key focus
area for the business. This work needs to accelerate
and deepen across the organisation. We intend to go
further, faster to improve efficiency in Triodos Bank
because that means, ultimately, we can deliver
greater impact. Nevertheless we have managed to



deliver a reasonable return on equity during the year,
as detailed below.

Profit before tax, loan impairments and value
adjustments to participating interests increased to
EUR 54.4 million (2017: EUR 50.1 million). Impairment
for the loan portfolio and other receivables increased
to EUR 3.5 million (2017: EUR 1.8 million). This
represents 0.05% of the average loan book (2017:
0.03%). This relatively low historical impairment ratio
is influenced by both cautious management and the
wider economic cycle.

The net profitis EUR 38.6 million, up by 3%

(2017: EUR 37.4 million) for the reasons highlighted
above. Triodos Bank delivered a Return on Equity of
3.6% 2018 (2017: 3.9%), in line with expectations.

In recent years market conditions have changed and,
given these developments, adjusting a long-term
target of 7% has been under consideration. In the
light of this wider context the medium-term objective
has been revised to a Return on Equity of 3-5% of
Triodos Bank’s equity in normal economic conditions.
This target should be seen as a realistic, long-term
average for the type of banking activity that Triodos
Bank engages in.

In the current market, while Triodos Bank will
continue to work on improving its profitability, it does
not expect to easily outperform this target over the
next three years.

As capital and liquidity requirements may increase
even further and given uncertain regulatory develop-
ments, we prefer to continue to maintain a relatively
high equity base and a substantial liquidity surplus
which puts additional downward pressure on the
Return on Equity.

Earnings per share, calculated using the average
number of outstanding shares during the financial
year, were EUR 2.99 (2017: EUR 3.19), a 6% decrease.
The profit is placed at the disposal of the
shareholders.

Triodos Bank proposes a dividend of EUR 1.95 per
share (2017: EUR 1.95). This means that the pay-out
ratio (the percentage of total profit distributed as
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dividends) will be 65% (2017: 61%). Our policy is to
have a pay-out ratio of between 50% and 70%.

Triodos Bank increased its share capital by

EUR 83 million, or 11%, thanks to depository receipt
issues targeting retail investors in particular, which
ran throughout the year in The Netherlands, Belgium,
the UK, Spain and Germany.

The number of individual depository receipt holders
continued to increase in 2018. Overall growth has
been satisfactory and sufficient to meet capital
requirements. The number of depository receipt
holders increased from 40,077 to 42,416. Equity
increased by 12% from EUR 1.013 million to

EUR 1131 million. This increase includes net new
capital and retained net profit. In 2018, Triodos Bank’s
platform for trading in depository receipts continued
to operate effectively. At the end of 2018, the net
asset value for each depository receipt was EUR 84
(2017: EUR 83).

At the end of 2018 the total capital ratio and the
Common Equity Tier 1 ratio were 17.7% (2017: 19.2%).
Triodos Bank aims for a Common Equity Tier 1 ratio of at
least 16% in a stable and predictable regulatory
context. The decrease in 2018 was mainly caused by an
increase in risk weighted assets, due to the growth of
the sustainable loan portfolio. This trend was coupled
with relatively lower growth in capital in 2018 and the
fact that Triodos Bank has increased its capital buffer
related to the trading in its depository receipts.

Triodos Bank divisions and results

Triodos Bank’s activity is split between two core
divisions, Triodos Bank’s retail and business banking
and Triodos Investment Management. The following
chapter provides an overview of our work in 2018 in
each, including a short description of their work, key
sub-sectors and how they performed during the year,
as well as prospects for the future:

- Retail and Business Banking, including Private
Banking, which was responsible proportionately for
85% of Triodos Bank’s net profitin 2018

- Triodos Investment Management and Investment
Advisory Services, which makes up 15% of Triodos
Bank’s overall net profit.



Products and services are offered to investors and
savers enabling Triodos Bank to finance new and
existing companies that contribute to the
improvement of the environment, or create social or
cultural added value. Details of these products and
services follow below.

Privacy of client data is important to both Triodos
Bank’s stakeholders and the organisation itself.
Triodos Bank believes money can help change the
world and that data can as well. Data can be used to
better understand both the world and people. This
understanding can be used to prevent waste, reduce
costs and create benefits for society. Data helps
Triodos Bank to become a better bank by improving its
service offerings and operations. It helps discover or
predict risks, fraud and enhance the reliability of its
services. Triodos Bank is aware of the fact that the
(personal) data it processes can be sensitive and can
impact the privacy of its clients and employees. As
such, it is committed to respecting privacy and
ensuring data protection.

When it comes to privacy and data protection, Triodos
Bank believes:

- that data is an abstraction, reduction of reality and
an interpretation of behaviour. The world cannot be
captured in abstractions. People should not be
reduced to the data collected about them. And while
data refers to the past itis not always a reliable
predictor for the future

- that every individual has the right to be different in
different situations, in other roles or at different times
« that each individual should maintain power and
control over her or his own life, including personal
data. This calls for freedom of choice, fairness and
transparency on data collection, processing and
usage

- that data is valuable, therefore Triodos Bank has an
obligation to keep the data it holds accurate, secure
and confidential.

During 2018 Triodos Bank created and published its
vision on privacy and took steps that flowed from it
including putting users in control of their own data,
complying with GDPR regulations and being fully
transparent about its approach.
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European bank (retail and business banking)

Developing a European network is fundamental to
Triodos Bank. It allows it to build and share expertise
and use it to benefit a fast-growing Triodos Bank
community. It brings a credible set of values-based
financial services to hundreds of thousands of business
and personal customers, and grows sustainable
banking’s scale and impact. While Triodos Banks values
bind customers and co-workers, there are important
differences between countries. Regulations, tax
incentives and government approaches to sustainability
are sometimes markedly different in diverse markets.
Local culture, within and between countries, also
impacts on how Triodos Bank approaches its work.

Retail activities developed further in 2018 as people
and sustainable enterprises continue to choose to
partner with Triodos Bank.

While the Spanish office is managing costs well, it is
in a steep transition curve, dealing with a declining
short-term interest market. Its business has shifted
to create a better balance between renewable energy
and small and medium-sized enterprise lending and
will take some time to start delivering significant
revenue. The German branch reached operational
break-even in 2018. It aims to deliver a net profit in
the coming two years.

Progress of the French activities in Triodos Finance,
supported by Triodos Bank in Belgium has been
positive. France remains an important market for
Triodos Bank: a full presence in France is in line with
the mission of Triodos to be a European bank, the
French market offers good business opportunities
and a large scale and being in France offers
diversification potential for the group. The option to
open a lean business banking branch in France has
been analysed thoroughly and is viable, albeit that the
profitability outlook and marginal contribution to the
group is modest given the prevailing low interest
climate. However, considering the current overall
profitability outlook, combined with the need to
devote full attention to urgent, operational challenges
for the Group, we decided to continue the French
presence as an agency for the foreseeable future and
to postpone opening a branch.



Loans

Outstanding loans per sector in 2018

B Environment 40%
B Social 23%
[l Culture 13%
Residential sustainable mortgages 21%
Municipalities 3%

The growth of the quality and size of the loan portfolio
is an important indicator of the contribution Triodos
Bank makes towards a more sustainable economy. All
the sectors it works in qualify as sustainable and the
companies and projects it finances contribute to
delivering Triodos Bank’s mission (as detailed below).

To make sure that Triodos Bank only finances
sustainable enterprise, potential borrowers are first
assessed on the added value they create in these
areas. The commercial feasibility of a prospective
loan is then assessed and a decision made about
whether it is a responsible banking option. The
criteria or guidelines Triodos Bank uses to assess
companies can be viewed on www.triodos.com.

Triodos Bank’s main focus remains on the existing
sectors in which it has already developed
considerable expertise and where it considers more
growth, diversification and innovation to be possible.
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Environment 40% (2017: 38%)

This sector consists of renewable energy projects such
as wind and solar power, hydro-electric, heat and cold
storage, and energy saving projects. It also includes
organic agriculture and projects across the entire
agricultural chain, from farms, processors and
wholesale companies to natural food shops. Environ-
mental technology, such as recycling companies and
nature conservation projects, is also represented.

Social 23% (2017: 23%)

This sector includes loans to traditional businesses or
non-profit organisations and innovative enterprises
and service providers with clear social objectives,
such as social housing, loans to fair trade businesses,
integration for people with disabilities or at risk of
social exclusion and health care institutions.

Culture 13% (2017: 14%)

This sector covers loans to organisations working in
education, retreat centres, religious groups, cultural
centres and organisations, and artists.

Residential sustainable mortgages 21% (2017: 16%)

The retail sector of the loan book is primarily
comprised of residential sustainable mortgages
including a small amount of other private loans and
overdrafts on current accounts.

Municipalities 3% (2017: 9%)

The remaining proportion of the loan book is primarily
comprised of some limited short-term loans to
municipalities. These investment-type loans in the
public sector are included in the loan portfolio in
accordance with regulations related to financial
reporting.

Total lending

The lending sectors above describe the main sectors
Triodos Bank is involved in. Parts of these sectors are
also financed by both Triodos Bank itself and its
investment funds (see Triodos Investment
Management below).


http://www.triodos.com/

Triodos Bank’s goal is to lend between 75% and 85%
of its funds entrusted to sustainable projects. The
total loan portfolio, including short term loans to
municipalities, as a percentage of the total amount of
funds entrusted was 76% in 2018 (2017: 76%)).
Without the short term loans to municipalities, the
ratio increased to 75% on the previous year (2017:
70%). After focusing on this area in recent years we
have successfully brought this important ratio into
balance. We intend to continue to build on and
improve the ratio between loans and funds entrusted.

The quality of the loan book remained satisfactory
overall. This, and a continuing focus on maintaining
and diversifying a high quality loan portfolio, led to a
minor increase of the impairments for the loan
portfolio to 0.05% of the average loan book (2017:
0.03%). This is lower than we anticipated and lower
than Triodos Bank’s long-term internal benchmark for
impairments of 0.25%. These impairments are taken
in case potential losses resulting from defaults by
borrowers become a reality.

Growth of the loan portfolio amounted to
EUR 676 million or 10%.

Excluding the short-term loans to municipalities the
sustainable loan portfolio would have grown by
approximately 17%, mainly because of the increase of
the mortgage portfolio by 36%. The expected growth
of the sustainable loan portfolio was 20%. The
increase in business loans was limited to 13%. The
distribution of growth over the sectors has been
deliberate to achieve more diversification and to lower
the risk profile of the portfolio.

Competition between banks in the lending market has
revived after a period of restructuring and
recapitalisation. Banks regard sustainability as an
emerging market and have continued to make inroads
into it, competing aggressively to take advantage of
available lending opportunities.
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Funds entrusted

Funds entrusted, including savings, enable Triodos
Bank to finance companies and organisations that
benefit people, the environment and culture. An
increase of the funds entrusted is an important
indicator of Triodos Bank’s ability to attract sufficient
funds to finance sustainable organisations.

Triodos Bank’s branches offer a variety of sustainable
financial products and services as part of its key
strategic objective to offer a full set of services to
customers. This has been achieved in some branches
and is being developed in others. A new personal
current account was launched in the UK, during the
year, for example. Collectively this led to a marked
growth in funds entrusted which increased by

EUR 836 million, or 10%, against expected growth of
approximately 10%.

Detailed retail and business customer research took
place across the group during 2018, using Net
Promoter Score (NPS) methodology. This technique is
widely used across the business sector to measure
customer satisfaction. It is based on asking
customers whether they would recommend Triodos
Bank to a friend or colleague.

Triodos Bank's NPS score across the retail group is 25
(the figure between Triodos Bank ‘promoters’ -45%
and ‘detractors’ —=17%). This figure is an overall NPS
on all indicators. It is much better than the average for
large banks. The equivalent figure for business clients
is 20. Triodos Bank’s principles as a sustainable bank
are the main reason to recommend the bank
according to the research. The detailed results will be
used to improve our offering and service and revisited
in future years.

Together, this resulted in continuing growth in all the
countries where Triodos Bank operates due in part to
a growing profile, more efficient and customer-
friendly account opening processes, and a receptive
market keen to use their money more consciously.

By offering our savers, in some countries, the
opportunity to donate part of the interest they receive
to a charity, many social organisations receive
support every year. In 2018, 269 organisations (2017:



366) received total donations of EUR 61 thousand
(2017: EUR 84 thousand) in this way. The low interest
rate climate and low interest rates on savings
accounts make it more difficult, and sometimes even
impossible, for some customers to donate part of the
interest they receive.

Prospects for retail and business banking

Triodos Bank’s balance sheet total is expected to grow
more modestly. Growth of between 5% and 10% is
expected in 2019. We want to continue to deliver a
loans to deposits ratio of between 75% and 85%.

The sustainable loan portfolio and funds entrusted
are expected to grow by up to 20% and up to 10%
respectively. Triodos Bank’s ambition is to focus
primarily on the profitability, impact and
diversification of its loan portfolio. In that context we
will put extra effort into identifying loans to
frontrunners in their fields; the entrepreneurs
developing the sustainable industries of the future.
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Triodos Investment Management m

Investments take place through investment funds or
investment institutions which are managed by Triodos
Investment Management. Triodos Investment
Management consists of Triodos Investment
Management B.V. and Triodos Investment Advisory
Services B\V., both 100% subsidiaries of Triodos Bank.

Triodos’ investment funds invest in sustainable
themes such as inclusive finance, food and
agriculture, energy and climate, sustainable real
estate orin listed companies that materially
contribute to the transition toward a sustainable
society. The investment funds publish separate
annual reports and most of them have their own
Annual General Meeting.

In 2018 Triodos Investment Management insourced
the financial asset management of the discretionary
portfolios of Triodos Bank Private Banking
Netherlands, and of its funds that invest in stock
listed companies. Triodos Investment Management is
responsible for 16 funds, for both individual and
professional investors. The assets under
management of Triodos Investment Management
increased by 21% (2017: 5%) to EUR 4.2 billion of
which 18% relates to bringing the financial asset
management of the discretionary portfolios of Triodos
Bank Private Banking Netherlands in house. The
closure of the Culture Fund resulted in a 3% decrease
in total assets under management. The net inflow of
funds was 4%. Due to stock exchange movements in
2018, the investment funds overall lost 1% of their
value.

Worldwide, more and more investors realise that how
they invest their money now determines what the
world will look like in the future. They are increasingly
opting for meaningful and measurable impact
investing solutions. Triodos Investment Management
sees this as a promising development given the many
challenges the world faces today, such as climate
change and increasing inequality. Many of these
challenges are addressed by the UN Sustainable
Development Goals (SDGs). As part of a global
sustainable development agenda, the SDGs



encourage investors to contribute to addressing these
global challenges together.

A number of developments took place, during the
year, including the discontinuation of Triodos Real
Estate Fund which will cease operating in 2019.
During an Extraordinary General Meeting of
Shareholders on 17 December 2018, the shareholders
in the fund voted in favour of the board’s proposal to
end the fund’s activities. This proposal was presented
to the shareholders following the conclusion that a
growth scenario was not likely to be successful in the
near future. The board holds the opinion that the fund
either needs to grow or end its activities. Continuation
inits present form is not deemed in the interest of the
fund’s shareholders in the context of costs, return and
tradability. After having received consent by the
shareholders in the fund, the board initiated the
process to end the fund’s activities. This can, among
other things, mean facilitating a public bid on the
fund’s shares, to sell the fund’s portfolio and/or
dissolution and liquidation of the fund.

Prospects for Triodos Investment Management

Triodos Investment Management will continue to build
on over 25 years’ experience in bringing together
values, vision, and financial returns on investment,
helping to meet the European demand for values-
based investment solutions that are key in the
transition to a more sustainable society. Through its
funds, Triodos Investment Management aims to
further increase its impact in key areas related to its
mission and the UN SDGs.

2019 marks an important moment of transition.
Marilou van Golstein Brouwers has transferred her
role as Chair of the Management Board, from

1 January 2019, to Jacco Minnaar, currently one of
Triodos Investment Management’s four board
members. Marilou van Golstein Brouwers will leave
Triodos Investment Management on 1 April 2019. The

29

Triodos Investment Management Board will continue
with three board members from this point.

Marilou started working at Triodos Bank nearly 30
years ago and has been Managing Director of Triodos
Investment Management since 2003. She is
responsible for laying the foundation for Triodos
Bank’s sustainable investing proposition. With her
expertise and drive she has been instrumental in the
rise and development of the global impact investing
sector.

Triodos Investment Management’s strategic focus will
continue to be on retail investors through distributors,
High Net Worth Individuals, family offices and (semi-)
institutional investors. In the context of the ambition
to further increase its impact, Triodos Investment
Management aims to broaden its international
distribution strategy by adding new European
markets to its network.

At the same time, Triodos Investment Management
will tilt its focus to become an impact investment
solutions provider, meeting the needs of investors
building an impact investment portfolio. By doing so it
can remain competitive in an increasingly demanding
external environment, whilst staying true to its aim to
realise positive impact.

Triodos Investment Management will continue to
pursue development and growth, both through
expansion and further development of existing funds
and by creating new impact investment products. In
2018 all its socially responsible investment activities
were taken in house, and a team of new fund
managers and additional analysts appointed. Building
on this platform Triodos Investment Management will
develop new investment solutions to invest in listed
equities and bonds, so investors can increasingly
invest with impact through stock markets.



The impact of our finance

We know that impact finance can make a positive
difference in people’s lives. It can contribute to
progress on key issues that are relevant for society.
And, in the right context, we have seen how finance
for visionary entrepreneurs with innovative business
models, can be transformational.

We define impact finance as directing money so that it
benefits people and the environment over the long-
term. And we try to deliver as much positive impact as
possible by only financing and investing in
sustainable enterprises and enterprises transitioning
to sustainable approaches. As a consequence of this
work Triodos Bank provides fair financial and non-
financial returns to its stakeholders. Over time we
want to help enhance our, and our stakeholders,
understanding of impact and its multiple dimensions
because that will encourage and support deeper
positive impact. It could help our clients to identify
new ways to improve their own impact and share good
practice within our community, for example.

Our vision on impact stems from this understanding
and reflects our mission. In practice that means we
try and find qualitative evidence of the impact first
and foremost and back it up with numbers when it’s
relevant to do so.
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Impact data provides a richer picture for our
stakeholders about the work we do. We want to
demonstrate Triodos Bank’s grounding in financing
the real economy. Verifiable, relevant information
helps us to do that. For that reason, every year the
business spends considerable time and energy
producing impact data that’s reviewed by an
independent auditor.

As we highlighted in last year’s report we have
developed an impact management tool which we will
use across Triodos Bank’s business and, increasingly,
Triodos Investment Management, during 2019. The
tool, the Triodos Impact Prism, allows us to
understand, monitor and steer on impact in a more
deliberate way. It provides insights into the
sustainability value of our projects, provides a
mechanism to discuss opportunities to increase the
impact of the customers we finance and includes a
Sustainable Development Goal report.

Together this should enable us to manage impact
more consciously in Triodos Bank and communicate -
at a project, sector and Group level — more powerfully
about our impact in the 2019 annual report.


http://www.annual-report-triodos.com/en/2017/executive-board-report/impact-and-financial-results/the-impact-of-finance-from-triodos-bank.html

Impact-driven reporting 12co

We aim to be a leader in impact-driven reporting in
the financial industry. Our focus is on managing
impact in ways that improve people’s quality of life
and on communicating this impact to our
stakeholders. As part of this work we work at an
international, national and sector level.

Internationally, we collaborate with the Global
Alliance for Banking on Values (GABV) to develop and

report using a Scorecard.
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The Global Alliance for Banking on Values has
developed a Scorecard as a structured approach to
capture the vision, strategy and results of any bank
relative to values-based banking. The Scorecard is
based on the GABV’s Principles of Values-based
Banking. It allows a bank to self-assess, monitor, and
communicate its progress on delivering values-based
banking. The goal of the Scorecard is to enhance the
financial system’s focus on delivering value to society.

You can find quantitative evidence of Triodos Bank’s
impact, as it appears in the GABV scorecard
in the appendix on page 228.


http://www.gabv.org/the-impact/the-scorecard
http://www.gabv.org/about-us/our-principles
http://www.gabv.org/about-us/our-principles

Decarbonising the economy — and how to
understand our contribution to it

Triodos Bank supports the sustainable and inclusive
transition of our economies and society in line with
the Paris target of 1.5 degrees Celsius. We believe this
transition is a shared responsibility of governments,
business, finance, NGOs and citizens.

In this context, in 2015, at the landmark Paris Climate
Conference, Triodos Bank co-signed a Dutch Carbon
Pledge to measure and disclose its carbon emissions
and to ensure these emissions are in line with the
ambitions of the Paris Agreement. The initiative
launched the Dutch Platform Carbon Accounting
Financials (PCAF), a collaboration between Dutch
financial institutions which has produced, we believe,
the only carbon accounting methodology developed
by financial institutions, for financial institutions, in
the world. The methodology was first launched in
November 2017. Triodos Bank has implemented the
PCAF methodology in 2018 and will continue to
collaborate with the PCAF partners, as well as others
specialising in this field, in future years in order to
refine the models used.

As our main impact in the economy and society stems
from our loans and investments, this harmonised
approach on carbon accounting focuses on measuring
the climate impact or carbon footprint of loans and

investments. By accounting for the carbon emissions
of our loans and investments, institutions can be
transparent about the climate impact of their loans
and investments and use this information, ultimately,
to set climate targets and steer investments towards
a low-carbon economy. In this way banks and the
sector more broadly can monitor the GHG emissions,
create opportunities for comparison between
institutions and deliver more accountability and
transparency for their stakeholders.

During the year a similar initiative was announced in
North America, led by Amalgamated Bank. Our fellow
Global Alliance for Banking on Values (GABV) member
is bringing North American-based financial
institutions together to adapt the PCAF methodology
to the North American context. And further
internationalisation of the approach took place early
in 2019 with 25 members of the GABY committing to
assess and disclose their greenhouse gas (GHG)
emissions within three years. The group intends to
align its activities with the Paris Climate Agreement
which aims to strengthen the global response to
climate change by keeping a global temperature
increase to 1.5 degrees Celsius from pre-industrial
levels. Triodos Bank also initiated the Dutch financial
sector’'s commitment to a national climate agreement
to substantially cut emissions to help meet the same
goals.

930

Avoided emissions
in kilotonnes of CO2



Portfolio assessed using PCAF methodology

in millions of EUR

7

Organic farming

Sustainable property

Private mortages retail banking
Social housing

Healthcare - care for the elderly
SRI funds

Renewable energy

Nature development and foresty
Other sectors included in above

Not covered loans and investments

Data quality is scored from 1 to 5 per sector.

Certain

(5-10% error margin
in estimations)

-

Score 3

278
589
1,680
422
576
1,073
2,251
69
329
3,481

Climate impact of our loans and investments

In our first year of applying the PCAF methodology to
our outstanding loans and investments portfolio we
have started with the loans and investments that are
most material to GHG emissions. We have
collaborated with Navigant, a leading energy and
climate management consultancy, to execute this
work. We have assessed around 68% of our loans and
funds’ investments using the PCAF methodology (see
graph; portfolio coverage). The main sectors excluded
from this analysis are the cultural, health, social
projects, development cooperation, retail and fair
trade (food and non-food) sectors, as well as
sovereign debts.

For readers with a more detailed interest, a separate
methodology report on how the PCAF standard was
applied to this portfolio is available on our website.
We have also scored the quality of the carbon
footprint data of our lending and investment sectors.
Over time, we hope to improve the quality of this data,
the methodology that underpins it and, therefore, the
accuracy and relevance of our reporting.

Audited GHG emissions data or actual primary energy data

Non-audited GHG emissions data, or other primary data

Averaged data that is peer/(sub)sector-specific

Score 4

Proxy data on the basis of region or country

(40-50% error margin
in estimations)

Score 5

Estimated data with very limited support
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We calculated the following carbon footprint applying
the PCAF methodology to our covered portfolio. We
also applied an attribution approach. This means that
we calculated the emissions as they relate to the
proportion of our finance in a project or customers’
balance sheet. GHG emissions are measured in
tonnes CO2 eq. and categorised by:

- Generated emissions: GHG emissions arising from
various economic activities. This refers to carbon that
is emitted into the atmosphere.

« Avoided emissions: GHG emissions that are avoided
from fossil-fuel power generation due to renewable
energy. While this is very important avoided emissions
do not remove existing carbon from the atmosphere.

« Sequestered, or absorbed, emissions: GHG
emissions stored in carbon sinks, such as trees,
plants and soil etc. This refers to the actual removal of
carbon from the atmosphere.

The following graph shows the greenhouse gas
emissions that can be attributed to Triodos’ loans

and investments, using the PCAF methodology, in
2018. Although these are our first and early results,
they already clearly indicate that financing a
sustainable economy for many years has resulted in
substantial avoided emissions relative to our
generated and sequestered emissions.
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Our actual emissions provide a baseline, which means
we can start to improve and monitor our progress in
working with our customers to reduce their emissions.
The level of sequestered emissions provides insight on
how we can reduce our emissions in the future,
effectively ‘cancelling out’ our actual emissions.

Climate impact of our loans & investments
in ktonne CO2eq. 2018

T T T T T T I T T
-1200 -1000 -800 -600 -400 -200 200 400
B GHGemissions
I GHG sequestration

GHG avoidance



The graph below shows the intensity of Triodos’
greenhouse gas emissions, per billion euro lent and
invested using the PCAF methodology. It provides
stakeholders with an indication of the impact of our
finance on generated, sequestered and avoided
emissions. This is important information, but it should
be remembered that limiting, and then reducing,
absolute greenhouse gas emissions is what’s required to
enable us to live within the planet’s environmental limits.

Climate impact in emission intensity 2018
(ktonne CO2eq./billion euro financed)

T T T T T T
-600 -500 -400 -300 -200 -100 0

T
100
B Generated emissions

[ Sequestered emissions
Avoided emissions
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As one of the first banks to report in this way, the next
step in this work is to collaborate with our partners to
encourage others to do the same. Because ultimately
stakeholders should be able to compare the GHG
emissions of one bank with another.

Crucially, we will develop science-based targets.
These targets will describe the trajectory we need to
follow to make sure that our activities and associated
emissions contribute to, at most, a 1.5 degree global
increase in temperature. Clearly that also requires
other financial institutions to do the same if we are to
play our part as an industry in keeping the global
increase in temperature within safe limits.



The next table provides more detail about which
sectors we finance and details our absolute, avoided

and GHG intensity emissions.

The first column describes the different sectors that
have been assessed using the PCAF methodology and
highlights whether they are responsible for generated,
sequestered or avoided emissions. The second

The reporting of the GHG emissions of financial
institutions’ loans and investments is still in its

infancy. This is the first time we have translated the
PCAF methodology to our reporting. Our goal is to

with another.

column further details the total emissions from each
of these sectors. The third details the intensity of the
emissions in relation to each sector, as we describe in

the graph above.

Total out-

standing loans

& funds
investments Attributed
covered emissions

Emission
intensity

share our approach with others with a view to creating
harmonised, comparable reporting approaches so
that stakeholders can easily compare one institution

Data quality
score

(ktonne CO; eq./ high quality = 1

Impact sector (in 1000 EUR) (ktonne CO; eq.) billion EUR) low quality =5

Generated emissions

Environment:

Organic farming 290,919 27 93 3.2

Sustainable property 903,361 22 24 3.4

Residential mortgages 1,679,827 30 18 4.0

Social:

Care for the elderly 578,298 25 43 4.0

Social housing 455,639 19 42 4.0

SRI funds 1,073,196 53 49 2.0
4,981,240 176 35 3.4

Sequestered emissions

Nature development & Forestry 69,536 -24 -345 3.1

Net emissions 5,050,776 152 30 3.4

Avoided emissions

Renewable energy 2,250,801 -985 -438 1.8

Total’ 7,301,577 2.9

Coverage rate 68%

T Avoided emissions should not be summarised because their absolute emission is zero.
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In 2018 Triodos Bank and its investment funds
financed renewable energy projects and energy
saving projects that avoided over 985 ktonne of CO2
eg. emissions compared to fossil-fuel power
generation, equal to the avoidance of emissions of
over 5.4 billion kilometres travelled by car.

Next to investing in renewable energy, Triodos Bank
also financed forestry and nature development
projects. This resulted in the sequestration of
approximately 24 ktonne CO2 eq., equal to at least
367,000 mature trees.

Climate impact of our operations

We have measured the climate impact of our

operations since 2013. In addition to efforts to reduce

this impact, each year, we have also compensated

Together the sequestered and avoided emissions
largely outweigh the emissions that were generated
by the other loans and investments covered in this
climate impact measurement of approximately 176
ktonne CO2 eq.

We will continue to report the climate impact of our
own operations and loans and investments. We will
explore improving the accuracy of our measurements
and will investigate whether to extend our climate
impact assessment to other sectors in our portfolio.

these emissions, via "Gold standard" projects from
the Climate Neutral Group.

in thousands of kg 2018 2017 2016 2015 2014
Electricity’ 13 22 1 100
Gas consumption (heating) 72 73 90 124
Paper 143 140 203 293 314
Public Transport 105 268 243 214 260
Car 1,487 1,489 1,499 1,324 1,145
Flights 997 1,082 1,083 1,119 1,141
Total 2,812 3,064 3,123 3,041 3,084
Minus: Compensation for CO; credits -2,812 -3,064 =8,123 -3,041 -3,084
CO, balance (neutral) - - - -
CO, compensation costs per tonne

(EUR) 8.40 8.40 8.40 8.40 8.40

T Due to changes in the method of calculation, the CO; emission of energy has fluctuated in previous years.
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New developments in impact management and
reporting

Triodos Bank sponsored and continued to participate
in a pilot with a number of partners to create a True
Cost Dashboard for Finance, Food and Farming during
2018. The pilot describes the real costs to the
environment, health and society of a food business so
investors and other stakeholders can make informed
decisions based on the real cost of a particular
business. Triodos Bank will continue to work with its
partners in 2019 to determine if the findings can be
applied in the business.

Triodos Investment Management further developed a
project during the year to manage and communicate
its impact and that of its investments more effectively.
It updated an inclusive finance impact report, first
published in 2016, and added an impact report for the
organic growth fund during the year. We have
prepared how to combine both approaches during the
year and, as far as possible, will integrate them in our
systems during 2019.
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Triodos Bank has worked actively with partners in the
GABV to develop a sustainable banking scorecard,
which aims to show stakeholders how sustainable a
bank is. For the first time a number of GABV member
bank scorecards were published on a shared website
(www.gabv.org) during 2018. The scorecard is
designed to enable better learning inside the member
banks and opportunities to deepen an understanding
of these sustainable banks’ impact for stakeholders
outside them. We have presented the majority of the
quantitative metrics reported in our scorecard, for the
first time, in this year’s report (see appendix on page
228).

The impact data included in the Executive Board
Report isin scope of the review procedures performed
by the independent external auditor. Doing so is a
logical extension of the auditing of our financial
figures, as an integrated business that has
sustainability at the core of its financial activity.


http://www.gabv.org/

Impact by sector

Environment
Renewable energy

Triodos Bank and its investment funds, offered via
Triodos Investment Management, finance and
cofinance enterprises that augment the use of
renewable resources in particular and supports
projects that reduce the demand for energy and
promote energy efficiency.

Triodos Bank describes and independently verifies the
contribution it makes to the avoided carbon emissions
that result from these energy projects. We are
transparent about this approach in the annual report
because we think it’s important that our stakeholders
understand the approach we take to these disclosures.

In reporting our impact as a sustainable bank, we
include all the impact of the projects and clients that
we finance. In technical jargon this is called the
contribution approach. We also used the contribution
approach in reporting the greenhouse gas emissions of
our renewable energy portfolio up to 2017. This was
previously both practical and, we believe, reasonable.
From 2018 onwards we will also include the attribution
approach in our carbon disclosures. This means that
we will calculate the avoided emissions as they relate
to the proportion of our finance in a project.

It's important to note that an attribution approach
leads to lower carbon emissions figures than a
contribution approach. That is because a contribution
approach accounts for all of the emissions from a
project rather than a proportion of them. This
attribution approach is a more accurate reflection of
Triodos Bank’s responsibility for the greenhouse gas
emissions of the projects it finances, and is
consistent with the PCAF methodology.

By the end of 2018, Triodos Bank and its climate and
energy investment funds were financing 513 projects
in the energy sector: including 34 energy efficiency
projects, 28 sustainable power projectsin a
construction phase and another 451 sustainable
power projects (2017: 410) with a total generating
capacity of 3,800 MW (2017: 3,100 MW), producing the
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equivalent of the electricity needs of

2.5 million households worldwide (2017: 1.4 million).
Together these projects contributed to the avoidance
of over 2.9 million tonnes of CO2 emissions (2017:

2.4 million tonnes). Of these avoided emissions about
0.9 million tonnes CO2 can be attributed to Triodos
Bank’s financing in the renewable energy projects.

These projects include 207 windpower projects, 230
solar photovoltaic projects, and 34 hydro projects. The
rest include heat and cold storage, biomass and a
diverse range of energy efficiency initiatives.

Organic farming and nature development

The organically managed land on the farms which
Triodos Bank and Triodos Investment Management
financed in 2018 could produce the equivalent of 32
million meals in 2018, or enough food to provide a
sustainable diet for approximately 29,000 people
(2017: 27,000). Together they financed approximately
35,000 hectares of organic farmland across Europe.
This means one football-pitch sized piece of farmland
for every 13 customers, each one producing enough
for 550 meals per year.

We also financed 30,000 hectares of nature and
conservation land (2017: 31,000 hectares),
representing around 420m? of nature and
conservation land per customer. This land is
important for the sequestration or absorption of CO2
from the atmosphere.

In 2018 over 104,000 smallholder farmers (2017:
146,000) in 13 emerging market countries worldwide
were paid directly and fairly upon delivery of their
harvest, as a result of the trade finance that Triodos
Investment Management funds provides to farmers’
cooperatives and agribusiness. These farmers’
harvest that is brought to international markets,
consists of 12 different fair trade and organic
products, such as cocoa, coffee, oils and quinoa. In
2018 the clients of the funds had 56,000 hectares of
certified organic farmland under cultivation (2017:
60,000). An additional 24,000 (2017: 17,000) hectares
was in conversion — an important number because it
takes time before conventional farmland is ready to
be certified organic.



Sustainable property and private sustainable |8
mortgages

As well as offering green mortgages that incentivise
households to reduce their carbon footprint, Triodos
Bank and Triodos Investment Management finance
new building developments and renovation projects
for properties to reach high sustainability standards.
In 2018 Triodos Bank and Triodos Investment
Management financed directly, and via sustainable
property, approximately 11,800 homes and
apartments (2017: 10,600) and about 440 commercial
properties (2017: 540) comprising approximately
717,000m? for office and other commercial space
(2017: 540,000m?) and about 226,000m? of buildings
and brownfield sites (2017: 18,000m?).

Social

Health care

As aresult of its finance across Europe around 41,000
individuals (2017: 53,000) were residents of facilities
at 502 elderly care homes financed by Triodos Bank
and Triodos Investment Management in 2018,
representing the equivalent of 21 days of care per
Triodos Bank customer.

Community projects and social housing

In 2018 Triodos Bank and Triodos Investment
Management financed 525 community projects (2017:
490), and 204 social housing projects, which directly
and indirectly provide accommodation for
approximately 56,000 people (2017: 94,000).

1] 8
Triodos Investment Management’s specialised
emerging markets funds provided finance to 103
financial institutions working for inclusive finance in
43 countries (2017: 44). These organisations reached
approximately 11.1 million individuals saving for their
future (2017: 15.1 million) and 19.2 million customers
borrowing for a better quality of life (2017:

20.3 million). Of these loan clients, 82% are female.
Women are often in disadvantaged positions in many
developing countries. Giving women the freedom to

Microfinance o
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manage their income and to provide for their families
empowers their position.

Culture
Arts and culture

During 2018 Triodos Bank and Triodos Investment
Management helped make it possible for 22.6 million
visitors (2017: 17.6 million) to enjoy cultural events
including cinemas, theatres and museums across
Europe, as a result of its lending and investments
activity to cultural institutions. This represents the
equivalent of 31 cultural experiences per Triodos Bank
customer.

Triodos Bank and Triodos Investment Management
finance helped approximately 3,300 artists and
creative companies active in the cultural sector (2017:
3,400). Theatre, music and dance productions from
creative companies were attended by 1.2 million
people. New productions in 2018 from the film and
media sector financed by Triodos Bank (most
importantly in Spain) were seen by approximately 13
million people (2017: 9 million).

Triodos Bank and Triodos Investment Management
also financed organisations that provided 4,000
affordable spaces for cultural activities such as
workshops and music courses.

Approximately 680,000 individuals benefited from the
work of 550 education initiatives financed by Triodos
Bankin 2018 (2017: 650,000). For every Triodos Bank
customer, the equivalent of 1 person was able to learn
and grow because of education provided by an
establishment we financed.

Education



Co-worker report

Co-worker community

Our mission is to make money work for a sustainable
society with human dignity at its core. Our co-workers
are essential to achieve this mission. We want to
create a living, learning community of co-workers; a
working environment that’s inspiring, healthy and
welcoming. Our goal is to foster a workplace where

1. to deliver more impact by working better together
between business units and adopting new
innovative ways of working;

2. to create efficiency gains by harmonizing
processes and making continuous improvements;

3. to be able to respond to regulatory demands.

New structures and ways of working have been
developed. This will help us to adapt more easily and
quickly to what the world demands from us. And it will
mean we are better able to create impact in line with our

each co-worker finds room to address the important

mission.

questions of our time and each individual can work

effectively in line with the mission and values of our

organisation.

In 2018 we moved towards working more together,

The following table provides a summary of progress

against the prospects identified in the 2017 annual

report. This table is explored in more depth in the text

itself.

and in a more digital way. This development comes

from three key drivers:

Our Key Objectives for 2018

How We Did

Progress
at a Glance

We will continue the Process Improvement
Accelerator programme to embed the lean
approach in the organisation by organising
international trainings, supporting local
training, developing guidelines and
background information and connect co-
workers to share best practices and
dilemmas. In the coming year we will give
special attention to engaging senior and
middle management, while at the same time
continue to empower all co-workers to work
efficiently. This is and will be closely
connected to group-wide efficiency
assessments and other relevant initiatives.

We continue to work on the learning
organisation, with focus on enabling all to live
the essence and mission of our organisation
in the day-to-day reality. We will create clear
learning opportunities that allow all co-
workers to adapt to what the coming years
asks from us, both in terms of license to
operate skills, as well as our specific
relationship approach. We will continue to
explore new ways of learning both online and
offline. Continued effort to open up and
connect with the relevant debates around us.

Continuous improvement has gained
momentum in the organisation.

Trained capacity increased and in some
business units a good working Continuous
Improvement infrastructure is set up.

Working together with partner organisation
Institute for Social Banking, co-hosting their
Summer School and Expert Exchange Labs.

Continued offer of internal Academy
programmes on the connection with the
mission of the organisation.

New creative ways to learn explored further in
the Triodos Academy programmes broadening
our work forms offer.

Implementation of group-wide computer-
based training.

000 \ct @ @O Mostlymet @O O Partiallymet O O O Not met
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Our Key Objectives for 2018

How We Did

Progress
at a Glance

Further development of a strong employer
branding approach, highlighting our vision on
working for Triodos Bank, and what we expect
and offer in terms of working conditions and
learning and development opportunities.

The international employer brand story was
developed. Creative concepts to share the
employer brand story in, and outside, Triodos
Bank prepared for launch early in 2019. The
employer brand added to the new website and

® OO

will be developed further online in 2019.
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Continuous improvement approach

We have built up internal capacity to facilitate
Continuous Improvement and made this approach an
integrated part of the Operations community
throughout the organisation.

We continued to offer group-wide training and, in the
business units, local training initiatives have been
connected to create a common language and under-
standing of Continuous Improvement. We have taken
initiatives to promote this approach to all co-workers.
Among other things, a group-wide Continuous
Improvement week took place, inviting all co-workers
to think about small steps every individual can take to
reduce time and resources needed for work, and to
free up time and energy to create more impact.

A learning organisation

To be able to deal with the challenges of the future, we
need to create a learning organisation, that holds
enough opportunities for co-workers to train
themselves, to learn together with their peers, and to
learn from interacting with stakeholders around the
organisation.

Efforts continued to create enough opportunities for
co-workers to deepen their understanding of Triodos
Bank’s mission; events included the Global Alliance
for Banking on Values' (GABV) Massive Open Online
Course (MOOC), and internal values seminars, both for
new and long-standing co-workers.

Together with our network we created opportunities to
learn with and from others. We co-hosted a
successful summer school with the Institute for
Social Banking in Barcelona. And we delivered an
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Expert Exchange Lab on Credit and Loans processes
in values-based banking. And we engaged in the
international leadership development track of the
GABV, designed to develop the leadership capacity of
our own organisation and the wider movement.

In 2018 we created a necessary step up in our group-
wide approach to regulatory training demands by
implementing a group-wide computer-based training
on topics such as Security Awareness and GDPR.

Being a learning organisation also means learning
from, and exchanging with, the outside world.
Examples during the year included a series of public
debates on the Energy Transition and the role of the
financial world in that transition, in Amsterdam.

Monthly lunch meetings also brought new visions and
ideas to the co-workers from external experts,
including British economist Kate Raworth and former
Dutch finance minister Dijsselbloem. Triodos Bank also
has weekly Monday meetings in all its business units
creating a powerful opportunity to learn and share,
supported by an active online internal platform.

Employer brand

Triodos Bank’s international employer brand story was
developed in 2018. With a clear employer brand, we
aim to attract and retain co-workers. We want to
share how we work and how the work of each
individual contributes to the overall mission of our
organisation.

Creative concepts to share our employer brand in, and
outside, Triodos Bank, and on and offline, were
prepared for launch in 2019. This work will be
developed further during the year.



Our co-worker community in figures

Triodos Bank continues to be a growing organisation,
although the rate of growth has slowed as part of
deliberate efforts to manage our development and
costs.

In 2018, the total number of co-workers increased by
50 new co-workers (2017: 106). The total number of
co-workers at Triodos Bank increased by 3.6% in
2018, from 1,377 to 1,427.

The balance of men and women, the age of the co-
worker group and levels of sickness is similar to
previous years and remains at a reasonable level.

Gender equality is important to us. In 2018 Triodos
Bank employed 703 women (49.3%) and 724 men
(50.7%). The share of women in management
positions is 39%. The objective for Triodos Bank is to
have no more than 70% of its board positions to be
held by either gender. Triodos Bank currently meets
this goal in both its Executive and Supervisory Boards.

Both overall attrition and attrition in the first year of
employment stayed the same as the previous year at
9% in 2018. Absenteeism through sickness was 3.8%
in 2018, slightly above a target of 3%.

Fair rewards for all co-workers

Triodos Bank believes people should be properly and
appropriately rewarded for their work, and pay is an
important element of this.

The organisation monitors remuneration both within
the company and in relation to the rest of the financial
and banking sector, and wider society.

In The Netherlands, which is home to the Executive
Board, the Head Office, Triodos Investment
Management and the Dutch branch, the ratio of the
highest full-time salary to the median full-time salary
was 5.6 in 2018 (2017: 5.7). This ratio is also reported
in the Key Figures section at the start of this report
and uses the GRI methodology.

In addition, we have calculated the ratio between the
lowest and highest paid in The Netherlands, and in
2018 this was 9.9 (2017: 9.9). Some specific cases are
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excluded from this ratio, for example when very junior
co-workers are recruited for an apprenticeship or
people with development needs are appointed to
create job opportunities for vulnerable people.

These ratios are reviewed and discussed within the
Executive Board and with the Supervisory Board in the
light of developments inside and outside the
organisation. We seek a healthy balance between the
external developments (competition and tensions in
the labour market, good inflow and outflow of co-
workers) and internal consistency. Maintaining this
balance presents challenges, as our business evolves,
so we have defined a bandwidth as a guiding
principle. For the ratio highest to median this stands
at 7 and for the highest to lowest: 1 to 10.

For more information on the international
remuneration and nomination policy please refer
to page 110 of the annual accounts.

Diversity and inclusion as a responsibility

Triodos Bank’s responsibility is to create a welcoming
work environment for all. It wants to avoid
discrimination of candidates of any kind.

Adiverse co-worker community contributes positively
to Triodos Bank’s effectiveness and vitality. We not
only speak about diversity, but also about inclusion.
We continued to launch initiatives in 2018 to recruit
those at a distance from the labour market. We
actively engaged former refugees in our co-worker
community. Several business units have connected
with organisations that create internships for
refugees, which have led to permanent contracts.

Prospects

Triodos Bank will continue to strengthen the
organisation in 2019 and beyond, in line with the new
three-year business plan. We will continue to foster a
strong co-worker community: able to act in the now,
with an eye on the future. The organisation will
support co-workers so they are committed and
engaged, understand and are aligned with our
essence, mission and strategy, and are able to work in
achanging, regulated environment.



Triodos Bank’s goal is to help connect co-workers to
our mission, the organisation and each other. The
intention is to promote meaningful jobs with a clear
purpose, sufficient autonomy and with clear
requirements for individuals skills, knowledge and
experience. Together the co-worker community will be
equipped to adapt to changing circumstances, be
resilient while maintaining an open mind for new
developments and opportunities to help move to a
sustainable society with human dignity at its core.

The following priorities have been set in this context:
+ A step-up in our organisational development by
having sound and clear ways of working within, and
between, units. This will make sure we work

more efficiently and are visibly in control

+ This will include designing and implementing an
Organisational Culture Programme to enable
leadership and co-workers to take their role and
responsibility in the change.
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Environmental report 12 CO

Triodos Bank is one of the world’s most sustainable
banks. Triodos Bank’s mission means that it both
finances enterprises that make a positive
environmental difference through its business, and
takes great care of its own environmental
performance as a company. It is the reason Triodos
Bank was one of the first in the world to produce an
environmental report. And it is why it continues to try
to play a leading role, exemplifying how businesses in
general, and a values-based bank in particular, can
operate in an environmentally responsible way.

Triodos Bank limits its environmental footprint as far
as it can, avoiding the emissions of greenhouse gases
where possible. If some emissions are necessary, it
tries to limit them as much as possible and
compensate for the emissions it cannot avoid.

Triodos Bank is a climate neutral organisation. It
measures the footprint of its operations, registers itin
a CO2 management system and compensates it fully
in “Gold Standard Projects” from the Climate Neutral
Group.

The year at a glance

CO2 emissions per FTE in 2018 decreased to 2.02
tonnes compared to 2.36 tonnes in 2017. Total CO2
emissions across the whole of Triodos Bank
decreased by 8% compared with 2017, despite an
increase in co-workers of 3.6%. There has been a
decrease in energy consumption of 7% per FTE, a
decrease in business travel by airplane of 12% per
FTE and a decrease of commuting by car of 7% per
FTE.

The total amount of paper usage decreased further in
201810 81 kg/FTE (2017: 85 kg/FTE). The amount of
blank copy recycled paper decreased to 12.85 kg/FTE
(2017: 1315 kg/FTE). The amount of recycled printed
paper was 0.13 kg/customer, a decrease of 7%.

Details of the methodology Triodos Bank uses to
calculate its CO2 emissions are available on request.



Sustainable property

Triodos Bank’s wants its buildings to be as
sustainable as possible. To that end it aims to assess,
where applicable, all its buildings with the BREEAM
methodology, one of the world’s leading ways to
certify a building’s sustainability performance.

In 2017 the Spanish office started to execute BREEAM
assessments on its two main offices in Madrid, both of
which scored well. During the year solar panels were
installed on the roof of one office, producing enough
energy for around 9% of the energy needs of the head
office. A planis now in place to further improve the
building’ environmental performance, with a focus on
waste management and more sustainable lighting.

In The Netherlands changes to the cooling and heat
pump systems have made substantial difference in
electricity consumption. A study started in one of the
head office buildings to explore no longer using gas to
heat the building.

Working with sustainable partners

Triodos Bank tries to extend its positive impact on
society through the sustainable choices it makes
about its suppliers. For example, In Belgium the office
contracts a sustainable cleaning company that
employs people who are otherwise often excluded
from the employment market.

Similarly, in Spain, Triodos Bank works with the Juan
XXII' Roncali Foundation, social organisation with
more than 50 years of experience in the learning
disabilities sector. A scholarship provides an
opportunity for an individual to benefit from
meaningful work experience and for the Triodos Bank
co-workers to enjoy a more diverse group.

Prospects

+ 2018 CO2 footprint data will be integrated and
executed in all consultations with suppliers within
facility management (see last year’s goals)

Progress

Our Key Objectives for 2018 How We Did at a Glance
BREEAM assessments will be analysed to BREEAM assessments of The Netherlands, ee0
identify improvements per country Belgium and the UK have been analysed. A

BREEAM plan for execution in 2019 in Spain

has been developed. Germany will move to a

new office building in 2019 and will perform a

BREEAM scan in 2019.
2017 CO; footprint data will be integrated and  As of last year, CO; data has been shared with ®© 00
executed in all consultations with suppliers Strategic Suppliers. The goal has not been
within facility management met in across the whole Group.
A project team will be created to update and  This project has been started in The ee0
execute Triodos Bank’s mobility policy Netherlands office. In 2019 further plans will

be made because of the opening of a new

office building at the end of 2019
CO; footprint benchmark with external The benchmark, performed by environmental ()

organisations to be performed

consultant Navigant, of the 2017 CO,

footprint with selected peers, has taken
place. In comparison with its peers Triodos
Bank has a lower CO; footprint per FTE.

More specifically, Energy use, in kWh, per FTE
is 33% lower than peers

And heating per full time equivalent (FTE) is
83% lower than peers

000 \Vct @ @®OMostlymet @O O Partiallymet O O O Not met
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« A new mobility policy will be rolled out in The
Netherlands to create more flexibility for business
travel

- Travel scan to identify possible reduction
measurements that can reduce our climate impact of
air travel

» Aplan created to improve Triodos Bank's BREEAM
scores based on identified opportunities

« Triodos Bank Green Week executed in all countries
to increase awareness among co-workers in
cooperation with suppliers.
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Risk and compliance

Risk management

Managing risk is a fundamental part of banking.
Triodos Bank manages risk as part of a long-term
strategy of resilience.

Risk Management is embedded throughout the
organisation. While business managers are primarily
responsible for delivering a resilient business
approach, they are supported by risk managers, with
local business knowledge, to identify, assess and
manage risk. At Group level, a risk appetite process is
implemented to align Triodos Bank’s risk profile with
the willingness to take risk in achieving its business
objectives.

Periodically each business unit performs a strategic
risk assessment to identify and manage potential
risks that could impede the realisation of their
business objectives. The results of these
assessments are consolidated and used as input for
the Executive Board’s own risk assessment. They are
also part of the business plan cycle.

Over the past years, two important external strategic
risks have materialised and are expected to continue
in the foreseeable future; the continuing low interest
rate environment and regulatory pressure. The first
has led to a decreased margin and consequently
lower profitability than anticipated. The second has
led to the need for additional co-workers, system
adaptation and processes in order to implement
these new regulatory requirements, as well as sharply
increasing contributions to the Deposit Guarantee
Scheme and resolution costs.

The strategic risk environment forms one of the
starting points for determining the corporate strategy,
the assessment of the capital and liquidity
requirements in relation to the risk appetite and
recovery plan in case of deviation. In addition, the
local risk sensitivities were reviewed to determine
scenarios that were used to stress test Triodos Bank’s
solvency, liquidity and profitability during 2018.



Given the scenarios that were selected, Triodos Bank
is most sensitive to a long lasting, low interest
environment scenario. It shows that, with projected
business volumes and fee income, profitability will be
under pressure in the coming years. This risk will be
mitigated by a focus on cost efficiency and by
diversification of income. Another scenario that leads
to decreasing profits and capital ratios is exposure to
government defaults. This is seen as a logical
consequence of a presence in different countries.

Finally, Triodos Bank is sensitive to scenarios relating
to reputation risk. To prevent such an event, it is
essential to communicate clearly about the mission
and to actin line with the mission.

The impact of the scenarios was calculated and
assessed in relation to profitability, capital ratios and
liquidity. The results of these tests were satisfactory.

Climate risk contains two important elements:

« the risk that relates to the transition of old’ sources
of energy to sustainable ones, which can resultin
stranded assets. Power plants using coal that have to
close earlier than expected, are an example

« the risk that relates to the changes of the climate
itself causing physical damage, leading to extreme
weather conditions and the rise of sea levels, for
example.

Given that sustainability considerations are a starting
point within Triodos Bank’s lending processes,
transition risks are minimal in its loan portfolio.
Triodos Bank’s lending is already focused on financing
enterprises contributing to a low-carbon future.

Triodos Bank’s portfolio could be impacted by the
physical risks of climate change. Regarding physical
risk, the changes in climate leading to storms, floods
and droughts may have an impact its assets. However,
Triodos Bank has not identified assets considered to
be especially vulnerable to these physical risks. In the
longer term, impact on weather conditions (such as
wind and solar resources) may affect renewable
energy generation. However, there are no reliable
predictions for this happening, and it is unlikely to
affect the bank’s portfolio assets within the duration
of the current portfolio.
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Nevertheless, Triodos Bank carries out annual stress
tests which take extreme but plausible situations into
account. As part of determining the scenarios, it
evaluates whether extreme weather situations could
impact the bank’s resilience with a time horizon of
three years. Currently, the conclusions of this work are
that it is very unlikely to have material impact within
this time horizon.

Finally, Triodos Bank believes that since these risks
will have a profound impact on society as a whole over
the longer-term, society and the banking sector
should create structures to drastically decrease and
minimise the financing of unsustainable assets.

Afully integrated risk management report gives
insights into the Triodos Bank risk profile in relation to
the accepted risk appetite. The report is an important
monitoring tool for Triodos Bank’s risk profile, gives
insights into specific risk themes and provides an
integrated picture of risk at business unit level. This
report is produced quarterly and discussed with the
Supervisory Board’s Audit and Risk Committee.

Several risk committees are in place at Head Office,
all representing a specific risk area. The monthly
Asset and Liability Committee is responsible for
assessing and monitoring the risks associated with
market risk, interest rate risk, liquidity risk, and
currency risk and capital management. The monthly
Non-Financial Risk Committee monitors and
challenges the development of the non-financial risk
profile of Triodos Bank in order to determine whether
the operational and compliance risks are, and will be,
in line with the defined non-financial risk appetite.
The Enterprise Risk Committee of Triodos Bank is the
body delegated by the Executive Board to propose the
risk appetite, monitor the actual risk profile against
the risk appetite, propose capital and liquidity levels
and discuss all corporate risks and mitigating actions.

The Credit Risk Committee plays an important role in
assessing the risk of new loans and monitoring the
credit risk of the entire loan portfolio. The assessment
of credit risk is as close as possible to the client and
therefore primarily the responsibility of local
branches, who are responsible for daily operations.
The central risk function sets norms, approves large



loans and monitors the credit risk and concentration
risk of Triodos Bank’s entire loan book.

The Risk Management section of Triodos Bank’s
annual accounts provides a description of the main
risks related to the strategy of the company. It also
includes a description of the design and effectiveness
of the internal risk management and control systems
for the main risks during the financial year.

The company’s continuous growth has led to a
periodic review of its internal organisation and
governance requirements. Also new legislation
demanded several additional analyses, risk
assessments and adjustments of systems or
procedures.

Capital and liquidity requirements

Regulations are demanding a more resilient banking
sector by strengthening the solvency of the banks and
introducing strict liquidity requirements, such as
those developed by the Basel Committee on Banking
Supervision. Based on the latest available
information, Triodos Bank complies with the capital
and liquidity requirements that legally come fully into
effect from 2019, known as Basel Ill. Furthermore,
Triodos Bank expects that the latest proposed
changes to this regulation, referred to as the EU risk
reduction package and the Basel Ill finalisation of
post-crisis reforms, together will provide limited relief
on Triodos Bank’s required capital.

Triodos Bank’s capital strategy is to be strongly
capitalised. This has become an even more important
strategic objective as the regulation introduces new
measures to strengthen the capital base of all the
banks as a consequence of the financial crisis.
Triodos Bank aims for a Common Equity Tier 1 ratio of
at least 16%, well above its own internal economic
capital adequacy models to guarantee a healthy and
safe risk profile. The quality of capital is important as
well as the solvency rate. All of Triodos Bank’s
solvency comes from common equity. Economic
capital is the amount of risk capital held to enable it
to survive any difficulties, such as market or credit
risks. Economic capital is calculated periodically and
supports Triodos Bank’s own view of capital adequacy
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for the purpose of the yearly Internal Capital
Adequacy Assessment Process, which is reviewed by
the Dutch Central Bank.

Despite successfully raising capital of over

EUR 83 million in 2018, the Common Equity Tier 1
ratio decreased by 1.5% from 19.2% at the year end
2017 to 17.7% at the year end 2018. This ratio is still
well above the regulatory requirement. The decrease
in 2018 was mainly caused by an increase in risk
weighted assets, due to the growth of the sustainable
loan portfolio. This trend was coupled with relatively
lower growth in capital in 2018 and the fact that
Triodos Bank has increased its capital buffer related
to the trading in its depository receipts.

The liquidity portfolio increased slightly during 2018,
Triodos Bank’s liquidity position remained strong. Its
policy is to hold a sound liquidity buffer and invest
liquidities in highly liquid assets and/or inflow
generating assets in the countries where it has
branches. In The Netherlands Triodos Bank has
invested its liquidities mainly in (green) bonds of the
Dutch government, agencies, and banks, cash loans
to municipalities, deposits with commercial banks
and the Dutch Central Bank. In Belgium most of its
liquidity has been invested in Belgian regional and
government bonds. In Spain the liquidity surplus is
invested in Spanish regional and central bonds,
Spanish regions and agencies and deposited with
commercial banks and the Spanish Central Bank. In
the UK excess liquidity is invested in UK government
bonds and placed on deposits with commercial banks
and the Bank of England. In Germany, surplus
liquidities are placed with local governments and with
commercial banks including the German Central
bank. Due to the expansionary monetary policy by the
ECB and specifically the asset purchase program,
yields of government bonds and other high rated
counterparties have plummeted, often even to levels
below -0.40%. Hence, the profile of the liquidity buffer
changed during 2018. The bonds portfolio decreased
by almost 14%, due to maturing bonds being placed
mostly at the European Central Bank.

The Liquidity Coverage Ratio (LCR) and Net Stable
Funding Ratio (NSFR) are both well above the
minimum limits of Basel Ill.



More detailed information about Triodos Bank’s
approach to risk is included in the Annual Accounts
section starting on page 61.

In control statement

The Executive Board is responsible for designing,
implementing and maintaining an adequate system
for internal control over financial reporting. Financial
reporting is the product of a structured process
carried out by various functions and branches under
the direction and supervision of the financial
management of Triodos Bank.

The Executive Board is responsible for the risk
management function and compliance function. The
risk management function works together with
management to develop and execute risk policies and
procedures involving identification, measurement,
assessment, mitigation and monitoring of the
financial and non-financial risks. The compliance
function plays a key role in monitoring Triodos Bank’s
adherence to external rules and regulation and
internal policies. The adequate functioning of the risk
management and compliance function as part of the
internal control system is frequently under discussion
with the Audit and Risk Committee. It is further
supported by the Triodos Bank culture as a key
element of our soft controls.

Triodos Bank’s Internal Audit function provides
independent and objective assurance of Triodos
Bank’s corporate governance, internal controls,
compliance and risk management systems. The
Executive Board, under the supervision of the
Supervisory Board and its Audit and Risk Committee,
is responsible for determining the overall internal
audit work and for monitoring the integrity of these
systems.

The risk governance framework is the basis for an
integrated in control statement process. Triodos Bank
is working in a rapidly changing environment, which
requires regular upgrades of its control framework.
The Executive Board has indicated that several
internal projects are in place that should lead to
internal statements providing positive assurance in
the coming years.
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The risk management and control systems provide
reasonable, but not absolute, assurance regarding the
reliability of financial reporting and the preparation
and fair presentation of its financial statements.

In our view the Executive Board report provides
adequate insight in the functioning of the internal
controls, compliance and risk management systems.

Compliance and integrity

Triodos Bank has internal policies, rules and
procedures to ensure that management complies
with relevant laws and regulations regarding
customers and business partners. In addition, the
compliance department independently monitors the
extent to which Triodos Bank complies with its rules
and procedures. External aspects of the compliance
department primarily concern accepting new
customers, monitoring financial transactions and
preventing money laundering. Internal aspects
primarily concern checking private transactions by
co-workers, preventing and, where necessary,
transparently managing conflicts of interest and
safeguarding confidential information. In addition, it
concerns raising and maintaining awareness of, for
example, financial regulations, compliance
procedures and fraud and anti-corruption measures.
Triodos Bank has a European compliance team led
from the Head Office in Zeist. Compliance officers are
appointed in every branch with a functional line
towards the central compliance department. Triodos
Bank has a Group Data Protection Officer who
monitors compliance with the General Data
Protection Regulation. The Director Risk and
Compliance reports to the Executive Board and has an
escalation line to the Chair of the Audit and Risk
Committee, that supports the independence of the
Risk Control Function.

Triodos Bank aims to serve the interests of all
stakeholders, including society, by actively fulfilling its
role as a gatekeeper in the financial system and to
counter money laundering and terrorism financing.
The bank applies various procedures and measures in
this respect.



In 2018, the Dutch Central Bank (DNB) conducted a
thematic, sector wide survey among Dutch banks,
focussing on the measures that the banks have taken
to prevent money laundering and terrorism financing.
From this survey, DNB concluded that Triodos Bank is
required to implement enhancement of its measures
concerning customer due diligence and monitoring of
customer transactions. Triodos Bank agrees with the
required improvements as articulated in an
instruction of DNB and is taking the necessary steps
to remedy this situation. DNB may publish details of
its instruction in due course. Triodos Bank expects to
be able to implement the required improvements.

In 2018 there was a compliance incident in the
Spanish branch concerning the information relating to
costs for consumer mortgages. The Spanish regulator
imposed a fine, after the applicable reductions, of
EUR 174,000. Triodos Bank completed voluntary
payment of the fine on 10 December 2018.

Triodos Bank was not involved in other material legal
proceedings or further sanctions associated with
non-compliance with legislation or regulations in
terms of financial supervision, corruption,
advertisements, competition, data protection or
product liability.

50

Sustainability policy

Sustainability considerations are shared at all levels
of Triodos Bank and are an integral part of its
management. Social and environmental aspects are
taken into account in all day-to-day business
decisions. Therefore, Triodos Bank does not have a
separate department that continuously focuses on
sustainability or corporate social responsibility.

Triodos Bank employs specific criteria to ensure the
sustainability of products and services. It employs
both positive criteria to ensure it is actively doing good
and negative criteria for exclusion, to ensure it doesn’t
do any harm. The negative criteria exclude loans and
investments in sectors or activities that are damaging
to society. The positive criteria identify leading
businesses and encourage their contributions to a
sustainable society. Twice a year, these criteria are
tested and adjusted if necessary. Triodos Bank has
also defined sustainability principles for its internal
organisation. These are included in its Business
Principles. All sustainability criteria referred to can be
found on our website.


http://www.triodos.com/

Corporate Governance

Triodos Bank has a corporate governance structure
that reflects and protects its mission and meets all
relevant legal obligations. General information about
Triodos Bank’s compliance with the Dutch Corporate
Governance Code and the Banking Code is provided
on the following pages. More details on Triodos Bank’s
governance structure are available at
www.triodos.com/govstructure.

Triodos Bank’s Internal Governance

Triodos Bank is a European bank with branches in The
Netherlands (Zeist), Belgium (Brussels), the UK
(Bristol), Spain (Madrid) and Germany (Frankfurt). It
also has Triodos Finance: an intermediary for Triodos
Bank N.V. in France. The Head Office and statutory
seatisin Zeist, The Netherlands.

Depository receipt holders

Foundation for the Administration of Triodos Bank
Shares (SAAT)

Triodos Bank believes it is crucial that its mission and
identity is protected. For that reason, all Triodos
Bank’s shares are held in trust by SAAT, the
Foundation for the Administration of Triodos Bank
Shares. SAAT then issues depository receipts for
Triodos Bank shares to the public and institutions.

These depository receipts embody the economic
aspects of the shares of Triodos Bank. SAAT exercises
the voting rights attached to the Triodos Bank shares.
The Board of SAAT’s voting decisions are guided by
Triodos Bank’s object and mission, its business
interests, and the interests of the depository receipt
holders. Triodos Bank depository receipts are not
listed on any stock exchange. Instead, Triodos Bank
maintains its own platform for trading in depository
receipts.

Issued capital
in millions of EUR

2018 2017 2018 2017
1-50 14,332 13,772 23.1 221
51 -500 22,260 21,244 349.3 325.0
501 - 1,000 3,620 3173 207.4 1791
1,001 and more 2,204 1,888 551.4 486.7
Total 42,416 40,077 1,131.2 1,012.9

Depository receipts x 1,000

Depository receipt holders

2018 2017 2018 2017
The Netherlands 8,342 7,375 24,499 22,370
Belgium 2,472 2,336 7,254 7,054
United Kingdom 234 236 1,874 1,939
Spain 2,207 2,105 7,913 7,972
Germany 240 195 876 742
Total 13,495 12,247 42,416 40,077


http://www.triodos.com/govstructure

Depository receipt holders

Depository receipt holders are entitled to vote at the
annual meeting of depository receipt holders. Each
depository receipt holder is limited to a maximum of
1,000 votes. The annual meeting of depository receipt
holders appoints the members of the Board of SAAT,
based on the Board’s recommendations. These
recommendations must be approved by Triodos
Bank’s Executive Board and Supervisory Board. No
depository receipt holder may hold more than 10% of
all issued depository receipts.

Triodos Bank’s Supervisory Board

Triodos Bank has a Supervisory Board, which
monitors Triodos Bank’s business operations and
advises the Executive Board to benefit the bank's
business interests. Members of the Supervisory
Board are appointed and reappointed by the General
Meeting of Triodos Bank, based on a recommendation
from the Supervisory Board.

Triodos Bank’s Executive Board

The members of the Executive Board have a shared
overall responsibility for the management of Triodos
Bank. The Executive Board members have a
leadership role in strategic development, alignment
and ensuring the delivery of the organisation’s goals.
They are accountable to the Supervisory Board who
appoints them.

Stichting Triodos Foundation

Stichting Triodos Foundation is an institution that
makes donations to initiatives that help Triodos Bank
to deliver its sustainable goals. Similar foundations
have been set up in Belgium, the UK and Spain.

Dutch Corporate Governance Code

The Dutch Corporate Governance Code (‘the Code’)
only applies to companies whose shares are listed on
aregulated market. Even though Triodos Bank’s
depository receipts are not listed on any regulated
market it chooses to endorse and comply with the
principles and best practices of the Code. The full
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comply-or-explain statement as required under the
Code can be accessed at www.triodos.com/
govstructure.

Although Triodos Bank generally complies with the
principles and best practices of the Code, it has opted
to consciously differ from it in several specific
instances.

The first deviation relates to voting rights on shares
and appointments. To secure the continuity of Triodos
Bank’s mission and objectives, depository receipt
holders cannot exercise voting rights on the
underlying shares. Instead these rights are exercised
by SAAT. For the same reason, depository receipt
holders cannot make recommendations for
appointments of members of the Board of SAAT, and
former Executive Board or Supervisory Board
members of the bank can be appointed as members
of the Board of SAAT.

The second instance relates to the term of office of
Executive Board members. This term is not limited to
a period of four years because Triodos Bank feels that
this would not serve the long-term development of the
organisation.

Triodos Bank also differs from the best practice in the
Code that states that a person may be appointed to
the Supervisory Board for a maximum of three, four-
year terms. Its articles of association allow the
General Meeting to re-appoint a member of the
Supervisory Board, in exceptional circumstances,
after his or her maximum number of terms has been
completed. This creates extra time and space for the
Supervisory Board to fill vacancies with high quality
people.

The fourth instance relates to the fact that the
Supervisory Board of Triodos Bank does not have
separate nomination and remuneration committees.
Instead, it operates an integrated Nomination and
Compensation Committee. This is done for practical
reasons, given the size of Triodos Bank.

The fifth instance relates to the fact that Aart de Geus
deviates from one of the independence criteria (article
2.1.8) of the Dutch Corporate Governance Code


http://www.triodos.com/govstructure
http://www.triodos.com/govstructure

because a family member is a Triodos Bank Group co-
worker.

Finally, Triodos Bank also differs from the Code’s best
practice to submit all proposals relating to material
amendments to the Articles of Association as
separate agenda items to the General Meeting. For
practical reasons Triodos Bank wants to retain the
possibility, at the discretion of the Executive Board
and the Supervisory Board, to submit a proposal for
multiple amendments to the Articles of Association as
one single agenda item when these proposed
amendments are strongly interrelated.

Dutch Banking Code

The current Banking Code is part of a package of
developments for the banking industry called ‘Future
Oriented Banking), introduced by the Dutch Bankers’
Association (NVB). The package includes, besides the
Banking Code, a Social Charter and rules of conduct
associated with the Dutch bankers’ oath. It consists of
a number of recommendations and principles that
aim to ensure the very best performance by banks. Its
primary focus is on governance and the bank’s
culture. It puts the interests of the customer at the
heart of a bank’s activity, which ties in fully with
Triodos Bank’s vision and Business Principles. The
customer is a key stakeholder in all Triodos Bank’s
activities and its mission.

Triodos Bank complies with the principles of the
Banking Code. However, Triodos Bank chooses not to
have variable remuneration based on predetermined

All Board member biographies are available on page 204.
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financial targets or achievements, as these can
enhance a culture of taking inappropriate risks.

Triodos Bank monitors, identifies and addresses any
occasions when it does not comply with the Banking
Code on an ongoing basis. More information on
Triodos Bank’s implementation of the Banking Code,
including the full comply-or-explain statement as
required under the Banking Code, is available at
www.triodos.com/govstructure.

Bankers’ Oath and Rules of Conduct

All co-workers working in The Netherlands for Dutch
banks are required to take the Bankers Oath. Co-
workers are obliged to declare that they will comply
with the rules of conduct set by the NVB. The rules of
conduct have been drawn up in line with Triodos
Bank’s own, existing Business Principles. By taking
the oath Triodos Bank makes more explicit what the
bank already does.

Corporate Governance Statement

The Executive Board of Triodos Bank has drafted a
corporate governance and non-financial information
statement in accordance with the Dutch corporate
governance Decree of 20 March 2009 and the Dutch
publication of non-financial information Decree of

14 March 2017. This statement forms part of the 2018
Annual Report and is valid as of its date.

The statement can be found in the online annual
report and at www.triodos.com/govstatement.


http://www.triodos.com/govstructure
http://www.triodos.com/govstatement

Supervisory Board Report

The Supervisory Board supervises and reviews the
activities and the decisions of the Executive Board,
the functioning of Triodos Bank’s operations, and is
engaged at an early stage in formulating the strategy
for realising Triodos Bank’s mission. In addition, the
Supervisory Board provides advice and guidance to
the Executive Board. Its supervision is based upon
reports on business, finance, risk and other aspects,
and on presentations, conversations and visits. These
are scheduled in such a manner, that all substantive
areas of Triodos Bank are covered within a two-year
time frame.

The context for Triodos Bank is changing

In the view of the Supervisory Board there are
important external developments that will have an
impact on Triodos Bank:

- Sustainability and positive impact continue to
become more mainstream in the financial sector,
resulting in growing markets with more opportunities
and competition

« Mid-term economic uncertainty persists, with low
Eurozone interest rates expected for the time being

- Political polarity creates localised uncertainty
although overall unity within Europe prevails

« Financial regulations remains challenging for a mid-
sized bank

- The accelerating rate of digitalisation in financial
services combined with new technology and growth
data-driven business models are expected to
challenge the banking sector

« The United Kingdom’s decision to leave the
European Union will have political and economic
consequences for businesses and citizens but also for
financial institutions.

The Supervisory Board monitored how the Executive
Board of the bank responds to these significant
challenges, whilst continuing to be an effective,
integrated values-based bank that builds on its
strengths and opportunities in the market.

During 2018 the Supervisory Board monitored Triodos
Bank’s strategic focus within the third year of its
current three-year business plan and in anticipation
of the new three-year business plan 2019-2021. The
Supervisory Board discussed the 2019-2021 business
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plan which has been drafted to meet the challenges of
the rapidly changing external landscape and market
conditions - the effects of a low interest environment,
the increasing competition and Brexit mentioned
above.

Activities of the Supervisory Board

Triodos Bank’s strategic focus

The Supervisory Board, in various discussions,
encouraged the Executive Board in its efforts to
respond to a more challenging external landscape,
both strategically and practically, while remaining
true to Triodos Bank’s essence. Throughout the year
developments in different countries and at Triodos
Investment Management were reviewed, as well as
the main strategic risks of the business, and a
quarterly analysis of Triodos Bank’s overall
performance, health and development.

Governance structure

The Supervisory Board particularly focused on the
development and implementation of a new
organisational structure in Triodos Bank. In close
consultation with the Executive Board, the decision
was made to expand the Executive Board with one
additional role by creating the role of Chief Risk
Officer (CRO) as a full member of this board. The area
of Risk was previously covered by the CFO. Given
Triodos Bank’s growth and increased complexity it is
felt that the Risk Management and Compliance
perspective should be represented more emphatically
at this strategic level. Triodos Bank operates in a
context of growing demands from society to perform a
gatekeeper role in the financial system coupled with
increasing bank supervision. The focus on Risk
Management and Compliance is very intense and is
expected to further intensify. This requires a strategic
response in the composition of the EB. The CFO-role
will also be strengthened by this decision as it allows
for more focus on the financial strategy, including
capital planning, as well as reporting and data
management.



Additionally, the Supervisory Board and the Executive
Board discussed the management structure in the
organisation and what changes might be prudent to
support the strategic ambitions. The creation of a
‘Banking Committee’ to allow the Executive Board to
take a more strategic and oversight role, has been
discussed intensively. The Supervisory Board will
monitor whether this restructuring delivers the
envisaged improvements in efficiency and effective
alignment.

Impact, risk, return

2018 was characterised by managed growth,
increased impact and robust financial performance
despite a low interest rate environment. The ratio of
loans to funds entrusted has improved over the year.
During its discussions with the Executive Board, the
Supervisory Board paid attention to the continuous
improvement of Triodos Bank’s business model and
operating model while remaining focused on Impact,
Risk and Return. The Supervisory Board monitored
Triodos Bank’s health through its financial ratios, its
access to capital and the impact of stricter regulatory
capital requirements. Improvements in risk
management were discussed and implemented in the
area of credit risk, interest rate risk and operational
risk.

Other topics

During 2018, topics discussed at the Supervisory
Board’s meetings and contacts with the Executive
Board included:

- Finance: economic developments concerning
Triodos Bank and their financial impact. More
specifically, Triodos Bank’s current capital position
and future capital requirements, quarterly financial
results, the management letter of the External
Auditor, the 2017 annual report and the Executive
Board report, the 2018 half-year report as well as the
accompanying press releases and the dividend
proposal.
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- Risk and Audit: the design and effectiveness of the
internal risk management framework and control
systems, the ‘risk appetite’ and the actual risk profile
(described in the bank’s Internal Capital Adequacy
Assessment Process (ICAAP)/Individual Liquidity
Adequacy Assessment Processes (ILAAP), the audit
findings, the auditor’s reports, annual internal audit
plan, quarterly reports and loan reports and
implementation of new regulatory requirements.

« Human resource management: organisational
changes and the company culture, the annual revision
of the international remuneration and nomination
policy.

- Business Units: meetings were held with the
management of local branches and Triodos
Investment Management by individual Supervisory
Board members, together with a representative of the
Board of SAAT and the Executive Board. A Supervisory
Board branch visit was organised by Triodos Bank’s
Spanish branch during the year.

- Triodos Bank’s mitigation plan for being able to
continue to operate in the United Kingdom (UK) after
the UK leaves the European Union was reviewed and
subsequently approved.

» Contacts with the Dutch central bank: The Chair and
the Vice-Chair, also the Chair of the Audit and Risk
Committee, as well as the Chair of the Nomination
and Compensation Committee met several times with
representatives of the Dutch central bank. The main
topics we discussed in these meetings were the
Supervisory Review and Evaluation Process (SREP),
Culture and Governance.

 Leadership transition: several discussions were held
on the leadership transition that the bank faces in the
coming years.

» Contact with the Board of SAAT: A Supervisory Board
delegation had an informal meeting with a delegation
from the Board of SAAT in advance of the 2018 Annual
General Meeting. Also, informal meetings between the
Chairs of the Supervisory Board, Board of SAAT and
Executive Board took place throughout the year.



Internal Organisation

Composition of the Supervisory Board

Triodos Bank’s articles of association determine that
the Supervisory Board consists of three or more
members. At present it has 6 members.

Diversity

The Supervisory Board aims to be diverse, with an
adequate balance of nationalities, age, experience,
background and gender. Its objective is for no more
than 70% of its seats to be held by either gender. In
2018 there were four male and three female
Supervisory Board members. The Supervisory Board
complies with its diversity policy.

Committees of the Supervisory Board

The Supervisory Board has two committees as set out
in the Corporate Governance chapter. The Audit and
Risk Committee and the Nomination and
Compensation Committee. Both committees met
separately throughout the year. Their main
considerations and conclusions were shared with the
Supervisory Board, where formal decision-making
takes place.

The composition of the committees is as follows:

Audit and Risk Committee

« Carla van der Weerdt (Chair)

« Fieke van der Lecq

 Gary Page

« Udo Philipp (from 18 May 2018 until 28 February
2019)

Nomination and Compensation Committee

+ Ernst-Jan Boers (Chair)

« Aart de Geus

« Dineke Oldenhof (as of 18 May 2018)

« Udo Philipp (until 18 May 2018)

For more information on the Supervisory Board
members, see the biographies on page 204.
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Activities of the Audit and Risk Committee

The Audit and Risk Committee (ARC) met six times
during 2018. Triodos Bank’s Chief Financial Officer
was present at all meetings as well as the external
auditor, the Head of Internal Audit, the Director Risk
and the Director Finance. Other experts (on areas like
Finance, Asset and Liability Management, ICT,
Compliance or Investment Management) were invited
when required during the meetings. In all ARC
meetings time and attention was spent on audit,
finance, risk and compliance. In addition, informal
meetings were held with the external auditor as well
as with the internal auditor, without the Executive
Board being present. During the year, one new ARC
member was appointed (Udo Philipp). The Chair of the
Committee regularly held separate sessions with,
amongst others, the Head of Internal Audit, the
Director Risk, the Director Finance, as well as the
external auditor.

In its regular meetings, the ARC discussed, amongst
other things, the half year and annual results and the
dividend proposal, the key audit matters as reported
by internal and external audit and the outlook of the
individual business units, before being discussed in
the full Supervisory Board.

Moreover, the ARC discussed progress on risk control
improvements (including risk culture), adherence to
laws and regulations governing financial and
regulatory reporting and tax-related issues. The
Committee discussed the annual Internal Audit plan
before it was discussed in the full Supervisory Board.

Other recurring items on the agenda of the ARC were
the Enterprise Risk Management report (ERM-report,
including all risk areas like credit risk, interest rate
risk, currency risk, operational risk (including IT risk),
compliance, strategic risk, liquidity risk), the Finance
reports and the Internal Audit reports. Topics that
required specific attention in 2018 were: the UK’s
decision to leave the European Union (Brexit),
compliance to new regulations, risk awareness and
culture in Triodos Bank, cyber security, capital
planning and a review of reporting standards (e.g.
Dutch GAAP, IFRS) and a recommendation to explore
migrating to a new reporting standard.



The Supervisory Board has been informed about the
outcome regarding Triodos Bank of a sector wide
survey that the Dutch Central Bank (DNB) has
conducted among Dutch banks, focussing on the
measures that the bank has taken to prevent money
laundering and terrorism financing. From this survey,
DNB concluded that Triodos Bank should put in place
additional measures concerning customer due
diligence and monitoring of customer transactions.
Triodos Bank agrees with the required measures and

is taking the necessary steps to remedy this situation.

Both the findings, the instruction and the remediation
plan have been discussed in depth with the
Supervisory Board and the Supervisory Board
challenged the Executive Board in submitting a
comprehensive and realistic plan. The Supervisory
Board will continue to monitor progress.

Moreover, as part of its regular agenda, the ARC
reviewed and discussed the yearly update of the risk
appetite statement, the risk appetite framework, the
ICAAP and ILAAP reports, the liquidity funding and
capital plan, the funds transfer pricing methodology,
the risk governance framework and the recovery plan.
In addition, quarterly reporting on regulatory affairs,
Triodos BankK’s risk profile and the progress on
relevant projects were presented and discussed.
Furthermore, the external auditor presented their
management letter as well as their independent
auditor and assurance report.

During the year, one new ARC member was appointed
(Udo Philipp). However, he resigned as per 28
February 2019 because of taking up a public political
role in Germany as per 1 March 2019.
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Activities of the Nomination and Compensation
Committee

The Nomination and Compensation Committee (NCC)
met five times formally. The CEO of the bank was
present at the meetings and the Director HR was
present for specific topics. The members of the NCC
have senior management experience and knowledge
of, and experience with, performance management
and remuneration in general. Additionally, they seek
advice from independent, external experts in case of
specific issues. During the year, one new NCC member
was appointed (Dineke Oldenhof). One member (Udo
Philipp) changed committees from the NCC to the
ARC.

One of the NCC’s primary roles is to advise the
Supervisory Board about the remuneration and
nomination policy of Triodos Bank in general and to
set the remuneration packages of the members of the
Executive Board. It also advises the Supervisory Board
on the appropriateness of the general conditions of
the remuneration packages of Managing Directors
reporting directly to the Executive Board. For more
information on the international remuneration and
nomination policy please refer to page 110 of the
annual report.

The nomination topics in 2018 included a review of
the composition of the Supervisory Board which led to
the recruitment of a candidate Supervisory Board
member for appointment during the 2019 Annual
General Meeting. The Chair of the NCC, together with
the Supervisory Board Chair reviewed the
performance of the members of the Executive Board
in personal interviews, reviewing the priorities set for
2018 and setting new ones for 2019.

The recruitment process for the succession of the
current CFO, Pierre Aeby was started (see Activities of
the Supervisory Board). The NCC led the recruitment
process and advised the Supervisory Board on the
progress and decisions to be taken.



Supervisory Board Competence Matrix

The matrix below lists the key competences of the
individual members of the Supervisory Board, which
are relevant to their supervisory position. For an
individual to qualify as a member of the Supervisory
Board, the following three attributes are required:

« Affinity with the mission and values of Triodos Bank,

« Senior management experience, and
« International experience.
All Supervisory Board members meet these criteria.

The table below lists further competences in the key
areas described in the Supervisory Board’s profile. It

Name (nationality)

Year Gender Sustainability Banking Audit& Governance

highlights areas in which Supervisory Board members
have substantial expertise and helps to assess
whether the Supervisory Board has the appropriate
skills to perform its duties. The matrix is based on
requirements outlined in the collective profile of the
Supervisory Board, which is regularly reviewed.

Members of the Supervisory Board are appointed for a
term of four years. It is standard practice that
members of the Supervisory Board resign after their
second term. However, reappointment after the
second term is possible in exceptional circumstances,
as stipulated by the Dutch corporate governance
code.

Key areas of expertise
HR &

of birth & other & Risk & Organisational
expertise Finance Management Development
particularly
relevant to
Triodos Bank
Aart de Geus (Dutch)
(Chair) 1955 M
Carla van der Weerdt
(Dutch) (Vice-Chair) 904 F : : :
Ernst-Jan Boers
(Dutch) 1966 M . .
Fieke van der Lecq
(Dutch) 1966 F
Dineke Oldenhof
(Dutch) 1958 F . . .
Gary Page (British) 1965 M . . .
HH 1
Udo Philipp 1964 M . . .
(German)

T Until 28 February 2019
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Meetings of the Supervisory Board

All regular meetings of the Supervisory Board are held
jointly with the Executive Board. Every meeting in
2018 was preceded by an internal meeting in which
only Supervisory Board members participated. One
internal meeting focused on an appraisal and
evaluation of the members of the Executive Board.

Attendance of the Supervisory Board members in 2018

Several Supervisory Board members visited local
annual meetings in the UK, Spain, Germany and
Belgium, which are attended by customers,
depository receipt holders and other stakeholders. A
delegation of the Supervisory Board and a delegation
of the Board of SAAT had informal meetings with the
management of each branch separately, including
Triodos Bank Netherlands and the management
board of Triodos Investment Management.

Formal
Nomination and

Formal Formal Audit and Compensation
Supervisory Board Risk Committee Committee
Meetings Meetings Meetings
attended during attended during attended during
term of term of term of

Supervisory Board members in 2018

appointment

appointment appointment

Aart de Geus (chair)

Carla van der Weerdt (vice-chair)
Ernst-Jan Boers

Fieke van der Lecq

Dineke Oldenhof

Gary Pag