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About this report

The Pfandbriefzentrale der schweizerischen Kantonalbanken AG (PBZ)
was founded in 1931 and is a public limited company pursuant to Art.
620 et seq. Swiss Code of Obligations (OR) with its registered office in
Zurich. It was established as a joint venture of what are now 24 Swiss
cantonal banks. In accordance with the Pfandbrief Act (PfA), only the
cantonal banks are authorised to be members of the PBZ and thus form
the PBZ's shareholder base. The company's head office is located at
Bahnhofstrasse 9, 8001 Zurich (c/o Zlircher Kantonalbank) (GRI 2-1). The
PBZ operates independently and has no subsidiaries. The management
of the PBZ is ensured by Ziircher Kantonalbank (ZKB) on the basis of a
management contract (GR/ 2-2).

This sustainability report documents the 2024 reporting period and is
published annually. There are no differences between the reporting pe-
riod of the financial report and that of the sustainability report (GRI 2-3).
As this is PBZ's first sustainability report, there are no previous reports
from which information can be revised (GRI/ 2-4). An external audit of
the sustainability report was not carried out (GR/ 2-5).

By publishing this report with a publication date of 30 June 2025, PBZ

is sending out a clear signal of transparency and sustainability by com-
prehensively documenting its responsibility in economic, environmental
and social matters.

Disclaimer: In the event of discrepancies or ambiguities between different language versions of this Sustainability Report,
the German version shall prevail.
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2024 in brief

Sustainability Report 2024 Gender distribution in the management (f/m)

irst 40/60

GRI Report

Gender distribution on the Board of Directors (f/m)
as at 31.12.2024"

11/89

@ CO,-intensity of the cover pool as of
Sustainalytics Rating 31 December 2024

34-8 14.7kg/m2p.a.

ISS ESG Rating

C Prime

MSCI-ESG Rating

1 One female member of the Board of Directors resigned during the year.
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Foreword

Sustainability is not just a topical issue for Pfandbriefzentrale der schweizerischen Kantonalbanken AG
(PBZ), it is firmly anchored in the DNA of the Swiss Pfandbrief®. As a central refinancing instrument, the
Swiss Pfandbrief® provides member banks with long-term, stable and cost-effective financing, enabling
them to offer their customers mortgages on fair terms. At the same time, this structure indirectly creates
incentives for CO,-saving property investments, particularly for energy-efficient renovations.

The year 2024 was characterised by important developments and challenges for PBZ, with political and
regulatory developments requiring a continuous examination of potentially new requirements. PBZ is
pursuing the goal of continuously improving its sustainability strategy and creating transparency. In this
context, the Board of Directors revised the sustainability policy and adopted a bribery and anti-corrup-
tion guideline for the first time. These and other ESG measures were also recognised by MSCI, which led
to the rating being upgraded from A to AAA - a clear sign of the long-term stability of PBZ's business
model. This is particularly relevant for institutional investors. The Pfandbriefzentrale endeavours to conti-
nuously improve itself as far as possible with various measures in the area of sustainability in general and
with regard to sustainability ratings/scores in particular in order to create the best possible framework
conditions for our investors, who are bound by strict internal sustainability requirements, among other
things. We therefore continue to actively monitor the development of our sustainability ratings/scores.

In addition, the «cover pool reporting» digitalisation project, which has been running since 2021, was
successfully completed in 2024. Since the fourth quarter of 2024, all 24 member banks have been
submitting their data regarding the cover pool to PBZ via the new electronic interface. The expanded
data basis opens up new possibilities for the evaluation and further development of our sustainability
strategy. As a result, PBZ not only fulfils the extended disclosure requirements under Basel Il final and
other transparency requirements of various stakeholders, but has also been able to create an improved
data basis for future developments in the area of sustainability. This has enabled us to take an important
step: the evaluation of the CO, efficiency of our cover pool, which is published for the first time in this
report. This will help us to understand our impact in the real estate sector even better and to enter into
an active dialogue with our member banks.

At the same time, we carried out a materiality analysis, which serves as the basis for our sustainability
reporting and further strengthens transparency and the provision of information. In order to meet
the growing requirements in the area of sustainability in a professional manner, we called in external
support from the consultancy firm Sustainserv for the preparation of the materiality analysis and the
creation of our first sustainability report in accordance with the GRI standard. Further information can
be found in the «Materiality analysis» section of this report.

Although the tight legal framework of a Pfandbrief institution limits our room for manoeuvre, we have
set ourselves ambitious goals. Our long-term orientation is based on the Paris climate targets and the
goal of greenhouse gas neutrality by 2050. Within our legal mandate, we will continuously identify and
implement new measures to make our contribution to a sustainable financial world (GRI 2-22).

Daniel Fust Sven Bucher
Chairman of the Board of Directors Director
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About the PBZ

PBZ is a joint venture of all 24 cantonal banks with
the legal purpose, in accordance with Art. 1 para. 1
of the Swiss Pfandbrief Act, of providing homeow-
ners with long-term loans secured by a mortgage at
the most constant and favourable conditions pos-
sible. The main task of the PBZ is derived from its
legal purpose and consists of issuing Pfandbriefe.
Accordingly, PBZ is not profit-orientated.

The issuance of Pfandbriefe in Switzerland is governed

by the Pfandbrief Act (PfA) of 25 June 1930 (as amended
on 1 January 2023) and the Swiss Pfandbrief Ordinance
(PfO) of 23 January 1931 (as amended on 1 January
2023). Based on the provisions of the PfA, the Swiss Fe-
deral Council also approves the articles of association and
the valuation regulations of the Pfandbrief institutions.

In Switzerland, only the two Pfandbrief institutions
authorised by the Pfandbrief Act (Pfandbriefzentrale der
schweizerischen Kantonalbanken AG and Pfandbriefbank
schweizerischer Hypothekarinstitute AG) are permitted
to issue Pfandbriefe. As a result, the Swiss Pfandbrief®
differs significantly from similar products, in particular
from the covered bonds issued by individual Swiss banks
and from foreign Pfandbriefe. Strict regulatory and/or
statutory apply to the mortgage loans of member banks
that serve as collateral:

— All real estate, serving as cover objects, must be
located in Switzerland.

— Lending is limited to a maximum of two thirds of
the lending value of the real estate.

— Cover objects totalling 115% of the loan amount
must be pledged as collateral for the loans obtained
by the cantonal banks.

— The interest income from the mortgages acting as
collateral must be at least 10% higher than the
interest expense for the mortgage-covered loans
received.

— Loan drawdowns by member banks are limited to
35% of their domestic mortgage receivables
recognised on the balance sheet. Competing cover
pools (mainly for the bank's own covered bond
programmes) or the correspondingly covered
balance sheet obligations of a member bank
respectively are also taken into account when

calculating this ratio.
— The maturity of loans is limited to a maximum of
CHF 300 million per member bank within 30 days.

Pfandbriefzentrale is closely intertwined with Zircher
Kantonalbank (ZKB) in many areas of its day-to-day
business. ZKB has been responsible for the management
of PBZ since its foundation and provides employees, pre-
mises and infrastructure. As a result, PBZ is also operatio-
nally integrated into ZKB's sustainability policy and Code
of Conduct. For further information, please refer to the
«Strategy, business model and organisation» section.

History?

The emergence of the modern Pfandbrief can be divided
into two major stages of development: the «old Pfand-
brief» in the Prussian system (from 1769) and the «new
Pfandbrief», which was established with the founding
of the Crédit Foncier de France in 1852. The roots of
the Pfandbrief system go back to the cabinet order of
Frederick Il of Prussia in 1769. It led to the establishment
of credit institutions that granted loans to aristocratic
homeowners and refinanced themselves via Pfandbriefe.
These «old Pfandbriefe» were directly linked to individual
mortgages and were issued by regional co-operatives
with joint and several liability.

In the 19th century, the Pfandbrief broke away from

the direct mortgage commitment. A new model was
established with the founding of the Crédit Foncier de
France in 1852: Banks granted mortgages and refinanced
themselves by issuing fixed-interest bonds - the «new
Pfandbriefe». This development led to a broader applica-
tion of the Pfandbrief system in Europe.

2 Dr. Horat, R. (2007). The collateralised refinancing of the mortgage
business: the Swiss Pfandbrief and its development opportunities.
Haupt Verlag AG. Published in German under the title «Die besicherte
Refinanzierung des Hypothekargeschéftes: der Schweizer Pfandbrief
und seine Entwicklungschancen»
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Origin of the Pfandbrief in Switzerland

At the beginning of the 20th century, Switzerland faced
considerable challenges in refinancing its mortgage busi-
ness. While banks abroad financed themselves primarily
through Pfandbrief issues, Swiss banks relied on short-
term savings and medium-term notes. This model proved
to be unstable in economically turbulent times, particular-
ly during the First World War: capital outflows led to cre-
dit bottlenecks and rising mortgage interest rates, which
put a strain on both homeowners and banks.

Even before 1900, there were attempts to issue Pfand-
briefe in Switzerland, for example by the Caisse Hypothé-
caire de Geneve from 1857, but there was no standard-
ised legal framework. It was only with the enactment of
the Swiss Civil Code in 1907 that a modern mortgage
law was established, laying the foundation for a national
solution.

Introduction of the Swiss Pfandbrief system

The need for a stable refinancing solution led to the com-
missioning of an expert opinion on the regulation of the
Pfandbrief system in 1917. A commission of experts drew
up a draft law in 1923, which, after years of political
negotiations, resulted in the Federal Act on the Issuance
of Pfandbriefe in 1930.

A central point of discussion was the question of who
should be authorised to issue Pfandbriefe. While other
countries opted for a concession system, Switzerland

opted for a monopoly system with two issuing entities:

— Pfandbriefbank schweizerischer Hypothekarinstitute
(founded on 20 December 1930)

— Pfandbriefzentrale der schweizerischen Kantonal-
banken (founded on 10 February 1931)

This solution, inspired by the Swedish model, proved

to be extremely stable. The law came into force on 1st
February 1931 and still forms the legal basis of the Swiss
Pfandbrief system today. The Swiss Pfandbrief system is
considered one of the safest in the world. Over the past
decades, the Pfandbrief Act has only been amended
slightly a few times, which emphasises its high level of
stability. The clear legal structure and the monopoly

system have given the Swiss Pfandbrief® a high degree of
trust, security and market stability.

In line with their large share of the Swiss capital mar-

ket, Swiss Pfandbriefe play an important role in the
repurchase agreement business. The Swiss National

Bank uses repo transactions to manage liquidity in the
financial system and thus the supply of liquidity to the
economy. Depending on monetary policy requirements
and the liquidity situation on the money market, the SNB
concludes liquidity-providing or liquidity-absorbing repo
transactions. Furthermore, Pfandbriefs qualify as so-called
«High Quality Liquid Assets» (HQLA) and are therefore an
essential instrument for banks in terms of liquidity ma-
nagement, as they are considered safe assets that can be
quickly converted into liquidity if necessary.

Strategy, business model
and organisation

PBZ operates a business model regulated by the PfA and
the PfO. By law, the scope of business of PBZ comprises
the following activities:

Business activities of Pfandbriefzentrale

Transfer of proceeds

Issue as covered bond Investment
of . loans to member Of.
Pfandbriefe Equity

banks

The proceeds from the issue of Pfandbriefe are passed on
to the member banks in the form of mortgage-covered
loans. The shareholder's equity capital is invested parti-
cularly securely, specifically in securities eligible for repo
transactions at the National Bank, particularly in bonds of
domestic debtors traded on a representative market, as
well as in fixed-term deposits.

The PBZ generates its income through an interest margin
between the Pfandbriefe issued and the mortgage-co-
vered loans granted to the member banks, as well as on
the return on invested capital. PBZ's own funds are inves-
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ted in accordance with the legal requirements by means
of an asset management mandate through ZKB. The
mandate fulfils the criteria for a «responsible» portfolio
in accordance with the principles of ZKB Asset Manage-
ment. This portfolio takes ESG criteria into account and
excludes investments in certain areas such as fossil fuels.
Further information can be found in the section «En-
vironmental and social considerations in the investment
policy» (GRI 2-6).

The Swiss Pfandbrief® is a fixed-interest security. Pfand-
briefe are collateralised by mortgages. This gives them
maximum security. Pfandbriefe are listed on the Swiss
Stock Exchange (SIX) and can be traded at any time. They
are therefore accessible to both institutional and private
investors, with institutional investors in particular subscri-
bing to Pfandbriefe as part of the issuance. At maturity,
repayment of the Pfandbrief is guaranteed at par value.
Due to their very good credit rating, Pfandbriefe are ge-
nerally a favourable capital market instrument. The funds
from the issued Pfandbriefe are passed on to the 24 can-
tonal banks in the form of mortgage-covered loans in the
same total amount, in the same currency (CHF) and with
the same maturity, secured by registered collateral. To
finance business activities, only a small interest surcharge
of 3 basis points is levied on the mortgage-covered loans.
This enables even small cantonal banks, which do not
have access to the capital market themselves, to refinan-
ce their mortgage business at favourable conditions.

The loans to the member banks serve as collateral for

a special statutory registered lien that applies to each
Pfandbrief. Each mortgage-covered loan claim, along
with the accruing interest, is secured by a registered lien
on the segregated collateral (mortgages) listed in the
cover register of the member banks.

The collateralisation chain of the Swiss Pfandbrief® is
unique worldwide and distinguishes the Swiss security
significantly from its foreign namesakes. One of the main
reasons for this difference lies in the two-tier nature of
the Swiss Pfandbrief system. Each Pfandbrief is collatera-
lised across several levels with own funds and ultimately
with first-class mortgages.

The security chain for PBZ's Pfandbriefe offers fivefold
security:

— First and foremost, the Pfandbrief institution is
liable with its own funds.

— In second place, the member banks are liable for
their loans.

— For 21 out of 24 cantonal banks, the respective
cantons also guarantee their obligations.

— On the one hand, the debtors of mortgage are
liable to the member banks;

— and, on the other hand, their collateral for the
Pfandbrief receivables.

Issuance of Pfandbriefe

PBZ issues Pfandbriefe on the Swiss capital market within
the clearly defined legal framework and grants mem-

ber banks mortgage-covered loans to refinance their
mortgage business. Several ZKB employees work for the
PBZ, totalling around 3.0 — 3.5 full-time equivalents. An
issuance can be divided into different phases with specific
work steps:

During the preparatory phase, the schedule for the
issuance is drawn up and sent to the member banks. In
addition, various preparations, some of them administra-
tive, are made. In the preliminary clarification phase, the
member banks are asked for an initial indication of their
loan requirements. This is followed by the loan survey. A
so-called pre-deal check is carried out first, during which
various prerequisites and risk management aspects must
be taken into account when preparing the term.

Subsequently, the term of the issuance is determined by
PBZ based on the assessed loan demand, maturities, and
potential demand from investors. This is then communi-
cated to the member banks together with an indicative
pricing as part of the loan demand survey.

Following feedback from the member banks on the
binding loan requests, these are recorded in a so-cal-

led launch Excel. A pricing proposal is then drawn up

in consultation with the Issuance Committee, currently
consisting of seven member banks, which is then appro-
ved by the Management Board and the Chairman or Vice
Chairman of the Board of Directors of PBZ. On the day
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of the launch, the member banks can indicate how many
securities (Pfandbriefe) they are subscribing to and for
which maturities. The volume is essentially based on the
investment appetite of investors, particularly institutional
ones. After the subscriptions have been checked, the
allocation of loans and securities is based on specific re-
quirements defined in Art. 8 of the business regulations.
The allocation result is sent to the participating member
banks. The settlement and post-processing phase follows
the next day. On the payment date, the various payments
are triggered or the corresponding debits or credits are
made.

Investment of own funds

The PBZ's own funds are invested. For this purpose, ZKB
is mandated with an asset management mandate that
adheres to the strict requirements of the law and the
investment guidelines. Further information can be found
in the section «Environmental and social considerations in
the investment policy».

Value chain

The 24 cantonal banks are the upstream and downstre-
am elements of the Pfandbrief value chain. The cantonal
banks have the right, but not the obligation, to be mem-
bers of PBZ. All cantonal banks are currently members of
the Pfandbriefzentrale. As described at the beginning of
this chapter, the scope of action of PBZ is limited to the
fulfilment of its purpose within the legally defined scope
of business (PfA Art. 5). For their part, the cantonal banks
are independent companies. Apart from the cases defi-
ned in the PfA, PBZ has no authority to give instructions
to the member banks. As a result, the cantonal banks
are solely responsible for granting mortgages to their
customers and setting the criteria and conditions. These
activities are therefore outside the sphere of influence of
PBZ. PBZ operates exclusively in Switzerland.

Since the PBZ was founded, ZKB, commissioned by the
Board of Directors and based on Art. 21 of the Articles
of Association of PBZ, has been responsible for the direct
management of operations as well as related activities.

It is remunerated for this by means of a so-called ma-
nagement commission, which is based on the Pfandbrief
volume and is defined in the management agreement.
ZKB provides the entire infrastructure (premises, office
furniture, technical infrastructure, etc.), the staff, the

storage and archiving of PBZ's business-relevant do-
cuments, as well as the measures to ensure business
operations (emergency organisation/business continuity
management) (GR/ 2-6).

Management structure and composition (GR/ 2-9)
PBZ has a clear organisational structure with four central
bodies. The Annual General Meeting is the supreme body
and decides on key matters such as approving the annual
report, discharging the Board of Directors and electing
the Board of Directors and the auditors. It is held annually
within six months of the end of the financial year. Only
the member banks are shareholders. The Board of Direc-
tors is the governing body of PBZ and is responsible for
strategic decisions, including the election of the manage-
ment, setting the conditions for Pfandbriefe and loans,
and monitoring the collateral of Pfandbriefe. It consists
of 8 to 10 members provided by the shareholder banks,
supplemented by a representative appointed by the Fe-
deral Council to represent the interests of the mortgage
debtors. The Chairman of the Board of Directors is Daniel
Fust, CEO of GraubUndner Kantonalbank, while Dieter
Widmer, Chairman of the Executive Board of Aargauische
Kantonalbank, serves as Vice Chairman. The operational
management of PBZ has been in the hands of ZKB since
it was founded in 1931. The auditors, currently Ernst &
Young (EY) in Zurich, audit the annual financial state-
ments and report to the Annual General Meeting. It also
conducts regulatory audits in consultation with FINMA
and reports on these to the Board of Directors and
FINMA as the regulator.

The Board of Directors has currently formed two perma-
nent committees. These are the Nomination Committee
(Daniel Fust (Chair), Dieter Widmer and Ueli Manser) and
the Audit Committee (Dr. Thomas Paulsen (Chair),
Beatrice Kern and Hans Egloff). All members of the
committees are non-executive members. With the excep-
tion of the member appointed by the Federal Council,

all members of the Board of Directors hold executive po-
sitions at one of the member banks, as stipulated in the
PfA and the PfO. Each member of the Board of Directors
recuses himself when discussing and deciding on trans-
actions that affect his member bank in a particular way.
The handling of conflicts of interest is regulated in the
organisational regulations of PBZ (GR/ 2-15).
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Organization chart of Pfandbriefzentrale
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Board of Directors

Daniel Fust
Chairman

Dieter Widmer

Vice Chairman

Dr. Martin Bardenhewer

Beatrice Kern
(since June 2024)

Virginie Fauveau
(until Sept. 2024)

Ueli Manser

Pierre-Alain Leuenberger

Dr. Thomas Paulsen

Hanspeter Rhyner

Hans Egloff

(representative appointed by the Federal Council)

Executive Board (Management)

Sven Bucher
Director

Michael Benn
(Deputy Director, Secretary of the Board of Directors)

Ursina Kubli Burgauer
(Deputy Director)

Michael Wolfle
(Deputy Director)

Daniela Rey
(Deputy Director)

Other persons working for PBZ

Board of Directors and Management

By law, the Board of Directors of PBZ is primarily com-
posed of representatives of the management of the
member banks (usually CEOQs/CFOs). In addition, a repre-
sentative of the mortgagees appointed by the Federal
Council has a seat in accordance with Art. 37 PfA. The
Annual General Meeting, consisting of all 24 cantonal
banks, elects the members of the Board of Directors, its
Chairman and the auditors, subject to Art. 37 PfA. The
term of office of the members of the Board of Directors
is three years, beginning and ending with the Annual
General Meeting. For the representative appointed by
the Federal Council, the term of office is four years in
accordance with the calendar year. Members are eligible
for re-election.

In order to fulfil the requirements of a collective underta-
king, the composition of the Board of Directors is balan-
ced in terms of the size of the respective member banks
as well as geographical and linguistic criteria. Attention is
also paid to a diverse range of expertise, such as financial
and risk experience. As far as possible, diversity is also
taken into account in the selection process. At the end of
the reporting year, the Board of Directors of PBZ consis-
ted of eight male and one female member. One female
member of the Board of Directors resigned during the
year (GRI 2-10). The Chairman of the Board of Directors
is not an executive manager of either PBZ or ZKB (GR/
2-11).
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Other mandates of the Board of Directors of Pfandbriefzentrale

Daniel Fust
President

CEO Graubtindner Kantonalbank, Board of Directors
since 2021

Other mandates (Offices and commitments)

» Board of Directors of Privatbank Bellerive AG

» Board of Directors of Albin Kistler AG

» Board of Directors of the Association of Swiss
Cantonal Banks

» Chairman of the Graubinden Economic Forum

» Member of the Board of Trustees of the Rigahaus
Senior Citizens' Centre

Dieter Widmer
Vice President

Chairman of the Executive Board of Aargauische
Kantonalbank, Board of Directors since 2019

Other mandates (Offices and commitments)
» Board of Directors of the Association of Swiss
Cantonal Banks

Dr. Martin Bardenhewer
Member

Member of the Executive Board of Zircher Kantonalbank,

Head of Finance, Board of Directors since 2023

Other mandates (Offices and commitments)
» Chairman of the Board of Directors of Swisscanto
Holding AG
» Member of the Board of Directors of the Deposit
Protection Association

Beatrice Kern
Member

Member of the Executive Board of Berner Kantonalbank;
Head of the Finance/Risk Management Department,
Board of Directors since 2024 (since 28 June)

Other mandates (Offices and commitments)
» Vice-Chairwoman of the Board of Directors of
Bivial AG
» Member of the Board of Trustees of the BEKB
SME Promotion Foundation

Virginie Fauveau
Member

Member of the General Management of Banque
Cantonale de Geneve, Board of Directors since 2021
(until 19/09/2024)

Pierre-Alain Leuenberger
Member

CEO Banque Cantonale Neuchateloise, Board of Directors
since 2021

Other mandates (Offices and commitments)

> Member of the Board of Directors of the Association
of Swiss Cantonal Banks
Chairman of the Board of Directors of the «Fondation
de prévoyance Epargne 3 de la Banque Cantonale
Neuchateloise»
Member of the Board of Directors of the «Caisse de
retraite du personnel de la BCN»
Member of the Board of Directors of the «Chambre
Neuchateloise du Commerce et de I'Industrie»
Chairman of the Board of Directors of the «Fondation
Sport NE»

~

~

~

~

Ueli Manser
Member

Chairman of the Executive Board of Appenzeller Kanto-
nalbank, Board of Directors since 2019

Other mandates (Offices and commitments)

» Chairman of the Board of Directors of Alpstein
Finanz AG
Chairman of the Board of Directors of Stark AG
Member of the Board of Directors of the Association
of Swiss Cantonal Banks
Member of the Board of Trustees of Vorsorgestiftung
Sparen 3 der Appenzeller Kantonalbank

~

~

~
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» Chairman of the ROKJ St. Gallen-Appenzell
Association

» Member of the Board of Directors of the Chamber
of Commerce and Industry of Appenzell

Dr. Thomas Paulsen
Member

Member of the Executive Board of Banque Cantonale
Vaudoise, Head of Finance and Risk, Board of Directors
since 2009

Other mandates (Offices and commitments)

» Vice-Chairman of the Board of Directors and
member of the Audit and Risk Committee of Piguet
Galland & Cie SA
Chairman of the Issuance Committee of the
Association of Swiss Cantonal Banks
Member of the Board of Trustees of the Fonds de
Prévoyance en Faveur du Personnel de la BCV
Member of the Board of Trustees of ISREC

Hanspeter Rhyner

Member

Chairman of the Executive Board of Zuger Kantonalbank,

Board of Directors since 2021

Other mandates (Offices and commitments)

» Member of the Board of Directors of the Association
of Swiss Cantonal Banks
Member of the Board of Directors of the Zug
Chamber of Commerce

Chairman of the Board of Trustees of the Pension
Fund of Zuger Kantonalbank

Member of the Board of Directors of Parkhaus
Vorstadt AG

Member of the Board of Directors of the IFZ Institute
for Financial Services

Member of the Board of Trustees of the Greater
Zurich Area Location Marketing Foundation
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Hans Egloff

Member

(representative appointed by the Federal Council
pursuant to Article 37 of the Pfandbrief Act)

Attorney-at-law, General Partner BEELEGAL, Zurich

Other mandates (Offices and commitments)

» Member of the Board of Directors of Bank
Sparhafen AG
Vice Chairman of the Board of Directors of
c+j immo AG
Vice Chairman of the Board of Directors of ELRAK AG
Chairman of the Board of Directors of E&P Immo AG
Chairman of the Board of Trustees of the Ernst
Wilhelm Meier Foundation
Member of the Board of Directors of Gebaudever-
sicherung Kanton Zurich
Chairman of the Board of Directors of HauseigentU-
merverband (HEV) Kanton ZUrich
Member of the Board of Directors of ITS Treuhand AG
Chairman of the Board of Directors of KuRo
Consulting AG
Chairman of the Supervisory Board of Sozialversiche-
rungsanstalt des Kantons Zurich SVA
Chairman of the Board of Directors of Sparhafen
Genossenschaft

~

~

~

~

~

~

~

~

~

~

Member of the Board of Directors of Sparhafen
Immobilien AG
Chairman of the Board of Directors of Terra Sua AG

~

Member of the Board of Directors of Wohn- und
Siedlungsgenossenschaft Zurich «wsgz»

Member of the Housing Commission of the Canton
of Zurich

~

~
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In addition to attendance fees and travelling expenses,
the members of the Board of Directors are compensated
as follows for their work on the Board of Directors of
PBZ: Chairman of the Board of Directors CHF 20,000;
Vice Chairman of the Board of Directors: CHF 12,000;
and members of the Board of Directors CHF 10,000. For
members of the Board of Directors who are members of
the Executive Board of a bank, the PBZ has been paying
the entire remuneration to the respective member bank
since 2014.

The Executive Board consists of employees of ZKB who
fulfil their function on a mandate basis. They are not
remunerated separately for exercising this function.

ZKB remunerates its employees according to the total
compensation approach. This approach includes a basic
salary, variable remuneration dependent on ZKB's net
profit, statutory allowances and voluntary additional be-
nefits. ESG criteria are not taken into account (GR/ 2-19).
In the reporting year, a dialogue took place between the
employee representatives of ZKB and the Executive Board
of ZKB regarding the basic salary increase. Otherwise,
there was no further dialogue with interest groups on
the remuneration policy. Due to the fact that PBZ has no
employees, the Board of Directors has no authority to de-
termine the remuneration of ZKB employees working for
PBZ. This is solely the line responsibility of the individual
divisions for which the employees work. The Board of Di-
rectors of PBZ is responsible for setting its own remunera-
tion. Where necessary, external consultants are involved
in the development of remuneration guidelines and/or
the determination of remuneration (GR/ 2-20).

Risk management

PBZ relies on effective risk management to ensure fi-
nancial stability and strengthen investor confidence. The
integration of ESG criteria, which are covered in this
report, not only contributes to sustainable development,
but can also improve credit ratings and increase demand
for Pfandbriefe. Insufficiently evaluated risks could lead
to financial losses for investors. By digitising its cover pool
reporting, PBZ has further optimised risk monitoring and
increased transparency, thereby also meeting the needs
of the various stakeholders.
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In the reporting year, the PBZ was confronted at times
with rising demand for loans by member banks, which
was offset by temporarily subdued demand from inves-
tors. PBZ responded to the more difficult market environ-
ment by expanding the range of maturities and launched
issues with four (instead of three) series for the first time
in its history in 2024. Regulatory developments will also
need to be monitored in the future - such as the potential
impact of the Credit Suisse takeover by UBS, the «Liqui-
dity against Mortgage Collateral» (LGHS) collateralisation
concept and «Emergency Liquidity Assistance» (ELA)
measure of the Swiss National Bank (SNB) which could
lead to cover pool competition under extreme stress con-
ditions. Together with Pfandbriefbank, PBZ is in dialogue
with the SNB in this regard.

The topic of sustainability is also becoming increasingly
important in risk management. Following completion of
the digitalisation project, it is now possible to carry out
initial CO, data analyses, for which data quality and the
appropriateness of the methodology are crucial. Further
information on this project can be found in the chapters
«Environmental concerns», «Compliance and legal con-
formity» and «IT- security».

General risk management

The Executive Board and the Board of Directors of PBZ are
responsible for monitoring risks. The Board of Directors
of PBZ bears overall responsibility for risk management
and ensures that all relevant risks, including sustainabi-
lity risks, are monitored appropriately. The operational
implementation of the risk policy is the responsibility of
the Executive Board, with the Head of Risk assuming a
central role. The Board of Directors is regularly informed
about the most important risk drivers and takes the
necessary risk management measures. Risk management
at PBZ is anchored in several regulations and concepts,
including the risk management framework, the appraisal
regulations and the business regulations, which define a
clear structure and responsibilities.

PBZ counters its risks with a large number of clearly struc-
tured activities that are set out in the «Risk Management
Framework» of 1 April 2019. This defines the relevant
instruments and measures for dealing with credit, liquidi-
ty, market and operational risks. The Board of Directors
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reviews the risk assessment annually. In future, the topic
will be discussed in advance by the Audit Committee
created in 2024.

Compared to the previous year, the risk profile for 2024
has hardly changed. The probability of occurrence is

categorised as low for six risks and medium for seven. In
terms of their hazard potential, seven risks are categori-

sed as low, four as medium and two as high. Overall, the

picture is positive, as there is no risk that is rated as high
in terms of both probability of occurrence and hazard
potential.
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In the case of the two risks for which the hazard potential
is classified as high - namely the illiquidity of PBZ and the
default of a member bank - the probability of occurrence
is low, which relativises the overall risk accordingly.

Pfandbriefzentrale's risk profile for the year 2024
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The main risks arise from potential payment defaults by
individual member banks, which could lead to a severe
liquidity shortage, especially in the case of larger member
banks. A liquidity protection concept is in place for this
purpose, which includes both preventive measures (e.g.
limiting the maturity of loans per bank to CHF 300 milli-
on within 30 calendar days, limiting the amount of bonds
issued to a maximum of CHF 1.2 billion per maturity) as
well as reactive measures (e.g., the ability to call up un-
paid share capital on short notice through credit facilities,
existing credit limits and a repo agreement with ZKB for
short-term liquidity procurement). This significantly mit-
igates the threat.

In the event of the restructuring or liquidation of a mem-
ber bank in default, there is a risk of a longer-term strain
on the liquidity situation of the PBZ, which is why the
new Art. 40 and 40a of the Pfandbrief Act, which have
been in force since 2023, represent a significant streng-
thening of the system. While Art. 40 of the PfA regulates
the review and management of the collateral pool in the
event of a bank's financial difficulties, Art. 40a orders the
separation of mortgage-covered loans and collateral in
the event of insolvency in order to ensure the prioritised
satisfaction of the pledgees of Pfandbriefe. The rating
agency Moody's has also evaluated this regulatory impro-
vement favourably.

Overall, the management assesses the remaining risk
potential as low. Disciplined risk management remained a
high priority in 2024, with a particular focus on the con-
ceptual integration of sustainability.

Ongoing risk monitoring

The management and the Board of Directors of PBZ

carry out ongoing risk monitoring. This includes regular
observation of the regulatory, political and economic en-
vironment. Among other things, it consults the monthly
«Regulatory Monitoring», which is prepared by ZKB's Risk
Controlling department. PBZ also receives relevant infor-
mation via email distribution lists from institutions such as
the SNB, the Swiss Financial Market Supervisory Authority
(FINMA), ZKB Research, the Association of Swiss Can-
tonal Banks (ASCB) and the Swiss Bankers Association
(SBA). This is supplemented by selected research material
from third parties with a focus on interest rates and the
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property market, as well as press coverage on Pfandbriefe
and the property market.

Risk monitoring also includes rolling medium-term liquidi-
ty planning semi-annual meetings in the Executive Board.
Furthermore, rolling liquidity and capital monitoring with
quarterly reporting to the Board of Directors. Monthly
and quarterly financial statements of PBZ are prepared
with various key controls (internal control system, ICS),
with compliance with various risk limits, requirements
and key figures being reported to the Board of Directors
on a quarterly basis. Monthly reporting by ZKB Asset
Management provides information on PBZ's securities
investments.

The member banks submit quarterly cover reports to PBZ
within 15 days after the end of each quarter. Compliance
with the cover requirements is analysed using the ICS on
the basis of existing checklists. The member banks con-
firm compliance with the collateral requirements as part
of the issuance process when applying for a loan and
after the launch, during the loan confirmation.

Quarterly, risk-oriented reporting to the Board of Direc-
tors covers the dimensions of income statement, equity,
liquidity and securities investments (traffic light system)
and is sent within 45 days of the end of the quarter. In
addition, the ratings of the member banks are reviewed
annually and ZKB's rating is monitored quarterly (key
control due to securities lending).

A business impact analysis with key controls is carried out
annually. The regulatory audit companies of the member
banks prepare annual audit reports on compliance with
the statutory and regulatory collateral requirements,
which are analysed by the management with regard to
necessary measures and brought to the attention of the
Board of Directors and the Audit Committee in advance
(usually at the meeting of the Board of Directors in April).
The regulations are periodically reviewed for relevance
and need for adjustment, whereupon proposals for
amendments are submitted to the Board of Directors. The
Executive Board maintains regular contact with represen-
tatives of Pfandbriefbank (including at an annual meeting
with both Chairmans), the SBA, the ASCB and FINMA.
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The Executive Board also carries out an annual risk assess-
ment, which is discussed with and approved by the Board
of Directors after being discussed and approved by the
Audit Committee.

Risks relating to issuance activities and collateral
management as central risk categories

For this reason, the topics of «ongoing issuance acti-
vities» and «collaterals/real estate market risks» are a
standing agenda item at meetings of the Executive Board
and Board of Directors. These risks are fundamental in
connection with PBZ's business activities. They are ad-
dressed directly or indirectly in the annual risk assessment
to the Board of Directors in various risk categories such
as «slump in the property market», «change in interest
rates», «insufficient collateral», «downgrading of bond
rating» and «downgrading of ESG rating» and are dealt
with intensively.

Regarding the collateral of Pfandbriefe, it can also be
mentioned that due to legal and regulatory requirements,
a very high value buffer is present in the cover pool (e.g.,
through a maximum loan-to-value ratio of two-thirds
and a coverage margin of 15%). This, in turn, mitigates
real estate market risk, as it allows for property price cor-
rections of up to 20% while still meeting the regulatory
coverage requirement (115%). The cover pool is healthy
and exhibits broad, nationwide diversification across Swit-
zerland. It predominantly consists of properties such as
single-family homes and condominiums, and exclusively
of residential real estate.

An evaluation and monitoring is carried out quarterly
according to various dimensions such as

— Number of cover objects
(by bank and location/canton),

— Property categories (by bank and location/canton);

— Loan-to-value and collateral values (by bank and
location/canton);

— Various key figures such as LTV (loan-to-value),
collateral value/lending value ratio, capital coverage,
interest coverage ratio and share of mortgage-
covered loans in the mortgage volume of the
member banks.
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In accordance with Art. 26 of the Business Regulations,
PBZ may inspect the registers of collateral of the member
banks at any time and, in accordance with Art. 22 of the
Business Regulations, may demand additional over-col-
lateralisation of up to 10% at any time.

The Board of Directors discusses and exerts selective
influence on a case-by-case basis to stabilise and ensure
the quality of the cover pool. For example, holiday pro-
perties were excluded in 2013 and in 2018 the «max.
borrowing 35%» requirement was extended to include
any bank-issued covered bonds. At the Board of Directors
meeting on 27 November 2019, the limit on the propor-
tion of residential investment properties in the cover pool
was reviewed, whereupon measures were adopted and
communicated to FINMA in a letter dated 17 December
2019. If necessary, regulations are adjusted due to regu-
latory changes or changed risks.

Default risks relating to member banks

and the risk of illiquidity

The default risk relating to the member banks and, deri-
ved from this, the risk of illiquidity of PBZ represent the
highest potential risk. Accordingly, they are dealt with
and monitored in dedicated risk categories in the annual
risk assessment submitted to the Board of Directors - in-
cluding the monitoring of the creditworthiness profile of
the member banks based on rating classifications.

Various measures have been implemented to mitigate
these risks:

— The loan maturities per member bank are limited to
a maximum of CHF 300 million within 30 days
(Board of Directors' resolution 2012). Compliance
with this guideline is continuously monitored,
particularly during each issuance (so-called second
checks).

— A liquidity protection concept (Board of Directors
resolution 2017, in force since 30 June 2018) and a
credit line to secure liquidity and strengthen equity
have been established. Short-term call of non-paid-
in share capital of CHF 1,780 million is possible
through credit facilities with subsequent offsetting
payment.
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— There are liquidity reserves in the form of a credit
facility and a repo line at ZKB.

— There is also an extensive securities portfolio with
liquid securities.

— A review of concentrations regarding object
categories is conducted.

— Annual audits are carried out by the member banks
auditors regarding compliance with the coverage of
Pfandbriefe.

Investment guidelines

The investment of own funds is outsourced to ZKB Asset
Management by means of an asset management manda-
te. The investment guidelines contain both legal and sta-
tutory requirements. Compliance with these investment
guidelines is monitored on a quarterly basis and reported
to the Board of Directors. In the event of non-compliance
with guidelines, these are noted and corrective action
plans are requested.

Investments are made exclusively in bonds, which are
generally held to maturity.

Provisions of the investment regulations

Bonds CHF > SBI rating at least A
Domestic issuers Bandwidth 70 - 100 %

Bonds CHF > SBI rating at least AA
Foreign issuers Bandwidth 0 - 30 %

Own bonds (nominal) > max. 20 %

Repo-eligible bonds (market value) > min. CHF 350 million
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Sustainability at PBZ

Sustainability is a fundamental topic for PBZ and

is in the DNA of the Swiss Pfandbrief®. The Swiss
Pfandbrief® enables member banks to obtain long-
term, stable and, in particular, favourable refinan-
cing. This allows the member banks to offer their
customers mortgages at fair conditions and to crea-
te incentives for CO,-saving property investments,
such as energy-efficient renovations.

ESG Governance

The Board of Directors is responsible for the development
and review of PBZ's sustainability policy. It is adapted to
new circumstances or regulatory requirements as neces-
sary, but is reviewed at least once a year. Sustainability
aspects are also part of the annual risk management
process, which is prepared by the Executive Board and
submitted to the Board of Directors for discussion and
approval. The management is responsible for implemen-

ting the sustainability policy and achieving the targets set.

Developments in the area of sustainability are regularly
presented and discussed at management meetings and
submitted to the Board of Directors for review at least
once a year (GRI 2-14). Sustainability and ESG issues

as well as activities and measures in this context are a
fixed agenda item at the Board of Directors meetings,
which are usually held quarterly (GR/ 2-12). The Board
of Directors is not evaluated on the basis of ESG criteria.
The Board of Directors does not receive any variable re-
muneration. Despite these structural circumstances, PBZ
ensures a continuous and transparent discussion of ESG
issues through the close involvement of the governing
bodies (GRI 2-18).

At an operational level, responsibility for ESG topics level
lies primarily with the CFO and the Director (GRI 2-13).
Director Sven Bucher is a Certified ESG Analyst (CESGA),
which is awarded by the European Federation of Finan-
cial Analysts Societies (EFFAS). The CESGA programme
includes the impact of ESG on risk and return, various
ESG investment approaches and the integration of ESG
factors into valuation models. This qualification ensures
that our ESG strategies are based on sound expertise and
are implemented effectively

(GRI 2-17).

Stakeholder groups and
memberships of the PBZ

PBZ is one of the largest issuers on the Swiss capital
market and therefore plays a key role in the financial
sector. PBZ's central stakeholder groups are its member
banks, investors in Swiss Pfandbriefe®, the employees of
ZKB working for PBZ, suppliers and partners, (industry)
associations (ASCB, SBA), authorities (SNB), regulators
(FINMA) and the external auditors. The principles of
corporate governance ensure that the interests of the
various stakeholder groups are taken into account in a
balanced manner. Further information can be found in
the «Corporate governance» section.

The main concerns of the key stakeholder groups can be
summarised as follows:

— Member banks: Favourable refinancing options
and regular access to the Swiss capital market with
various maturities. The member banks participate in
the annual general meeting of the PBZ, which is
usually held in person and includes, in addition to
the statutory part, an accompanying program that
provides an opportunity for open exchange of
ideas.

— Investors: Investment opportunity in an instrument
with a very good credit rating (AAA) in a liquid
market. In recent years, however, the topic of sus-
tainability in general and sustainability ratings
(especially from MSCI) in particular have increa-
singly come into focus. As part of investor relations
activities, there is a regular exchange with key
investors, including discussions on sustainability
topics.

— ZKB employees who work for PBZ: Interesting
tasks, job enlargement and enrichment, opportuni-
ties to expand and enrich the scope of activities, a
high degree of autonomy, and appreciation for the
(additional) effort characterise the role.

— Suppliers and partners: Constructive and fair
co-operation, appropriate price/performance ratio.

— (Industry) associations/authorities/regulator:
Constructive exchange on common topics
(e.g. sustainability) and joint solutions for new
regulations. Ensuring a stable Swiss financial
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market. In addition, the Director participates in the
annual general meeting of the ASCB, which is held
in person and provides a good platform for the
exchange of ideas at the Board of Directors/Bank
Council level of the member banks and C-level
executives. An active exchange also takes place
with other industry associations where necessary
and possible.

— Auditor: Compliance with legal and regulatory
requirements and assistance with audit procedures
(GRI 2-29).

At the same time, PBZ understands its responsibility to
exert indirect influence on ESG-relevant issues in dialogue
with its member banks, FINMA, the ASCB and the SBA.
On the one hand, this takes place as part of a regular dia-
logue with the ASCB's sustainability working group. The
PBZ is also actively involved in the consultation process
for legal and/or regulatory requirements in the form of
corresponding statements. The statements are generally
also coordinated with the Pfandbriefbank. Furthermore,
relevant topics are taken into account where possible and
appropriate when amending regulations.

PBZ is an extraordinary member of the Association of
Swiss Cantonal Banks and a member of the SBA, with
which it regularly exchanges information. It will also join
the Swiss Ombudsman in 2025. ZKB, which ensures

the management of PBZ, is a member of the Net-Zero
Banking Alliance (NZBA), the Net Zero Asset Managers
Initiative (NZAM), the Partnership for Carbon Accounting
Financials (PCAF) and the Task Force on Climate-Related
Financial Disclosures (TCFD Supporter). ZKB is also a
member of the Basel Committee on Banking Supervision
and the Asset Management Association Switzerland
(AMAS) (GRI 2-28).

Materiality analysis

Using a strategic approach, PBZ has identified the key
issues in its business activities that have the greatest
impact on the economy, the environment and society, as
well as on its own corporate success.
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The consequences of climate change and current econo-
mic developments may have an impact on PBZ's business
activities. At the same time, its business activities can also
have an impact on the economy, people and the planet.
A double materiality analysis was therefore carried out.

The concept of «dual materiality» supports the develop-
ment of a strategic ESG approach and at the same time
forms the basis for reporting in accordance with the GRiI
Standards. Each material topic is considered from two
different perspectives:

1.«Outside-in» perspective: How relevant is a topic for
long-term business success?

2.«Inside-out» perspective: What are the main impacts
of business activities on the economy, people and
the environment?

At the end of the process, a materiality matrix is used to
categorise the topics in the overall context, recognise the
current sustainability challenges facing PBZ and at the
same time work on solutions for the future. Sustainserv
was commissioned as an external consultancy to support
the process.
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Materiality analysis process
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Initialization and Identification of potentially
context analysis material topic

Identification and
assessment of impacts,
risks, and opportunities

Definition of material

. Validation
topics

To begin with, a context analysis was carried out to deter-
mine the relevant factors to be included in the materiality
assessment. This was based on a review of the business
model, on the basis of which the value chain, including
upstream and downstream supply chains, was analysed.
In addition, the most important stakeholder groups along
the value chain were identified (for more information, see
the «Strategy, business model and organisation» section).
In a next step, a «longlist» of potentially relevant topics
was drawn up. This list is based on reporting standards
such as the GRI and SASB (Investment Banking & Broker-
age) standards. Relevant requirements of Swiss legislation
(Art. 964a of the Swiss Code of Obligations) were also
taken into account. Furthermore, where available, the list
was compared with some of the most important peers
and their reporting on sustainability issues. In order to
consolidate the topics, a shortlist of potentially relevant
topics was drawn up. This resulted in a list of ten topics.

In a third step, the shortlisted topics were expanded with
the help of a topic description. In accordance with the
concept of double materiality, the actual and potential
positive and negative impacts to be evaluated (inside-out
perspective) as well as opportunities and risks (outside-
in perspective) were identified and described for each
topic. This enabled the potential and actual positive and
negative impacts along the value chain to be taken into
account, as well as potential and actual positive and ne-
gative consequences for business activities.

In order to actively involve the most important stakehol-
der groups, a two-pronged approach was chosen for the
materiality assessment. Firstly, each topic was evaluated
in internal discussions from both perspectives by two
members of the management (Director and CFO) of

PBZ: on the one hand in their role as the Executive Board
Members and on the other hand as representatives of the
stakeholder group ZKB employees who work for the PBZ.
A survey was then prepared with the most important

other stakeholder groups in the value chain. Investors,
member banks, some of which are also members of the
Issuance Committee, and industry associations were
identified as the most important stakeholder groups. The
stakeholder representatives were selected based on their
role and function, as well as their expertise in the Pfand-
brief business and/or ESG in the respective organisation.
In a personal interview, they were asked, as far as possib-
le, to evaluate all topics from both perspectives («outside-
in» and «inside-out») and to describe their motivations
for the evaluations. To ensure qualitative discussions, all
participants were sent the topic descriptions and the IROs
(impacts, risks and opportunities) in writing in advance.

Another important component of the stakeholder inter-
views was the opportunity to name additional topics that
had not previously been considered. This ensured that the
perspectives and concerns of the most important stake-
holder groups were comprehensively represented in the
materiality analysis and incorporated into the results.

Once the stakeholder interviews had been completed,
the results were consolidated, compared with the internal
evaluation and validated. A workshop was held with the
management for this purpose. The Director and the CFO
took part in the workshop. The results of the validation
workshop were incorporated into the final materiality
matrix. The materiality analysis was presented to the
Board of Directors (GRI 3-1).
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Materiality matrix of Pfandbriefzentrale in 2024 (GR/ 3-2)
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Financial materiality

Economic topics

With an annual issue volume of several billion Swiss
francs, PBZ is one of the three largest bond issuers
in Switzerland. Accordingly, it plays a key role in
the financial sector and bears responsibility towards
its stakeholders as part of its business activities. As
part of its ESG strategy, particular importance is
attached to economic issues that not only ensure
financial stability but also contribute to sustainable
development.

Economic benefit

As one of Switzerland's two Pfandbrief institutions, PBZ
plays a key role in the Swiss economy. PBZ's business
activities are prescribed by law and are severely restricted.
Essentially, it consists of granting mortgage-covered loans

to its member banks to refinance their mortgage busi-
ness. In return, it refinances these loans by issuing Pfand-
briefe, which represent an extremely safe (AAA credit
rating from Moody's) and liquid investment opportunity
for private and institutional investors.

Impacts, risks and opportunities

PBZ enables the cantonal banks to refinance their mort-
gage business fairly and attractively, indirectly facilitating
access to affordable residential property and thus con-
tributing to quality of life. As a result, PBZ indirectly sup-
ports the creation of sustainable cities and communities
and thus to the social sustainability dimension as defined
by Sustainable Development Goal 11 and in particular
sub-item 11.1, which emphasises «adequate, safe and
affordable housing». At the same time, investors benefit
from extremely secure and liquid investment opportuni-
ties. The possibility of partial refinancing via PBZ supports
small and medium-sized cantonal banks in particular,

v
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which strengthens economic development and secures
jobs, including in rural areas. Despite these advantages, a
concentration of mortgage refinancing on PBZ could ent-
ail certain risks, some of which are already mitigated by
legal, regulatory and/or regulatory requirements. These
include, for example, a potentially reduced resilience of
the financial system due to certain dependencies of the
cantonal banks on PBZ and a possible overheating of the
property market.

Management approach

The Board of Directors is responsible for drawing up the
sustainability policy, which addresses the topic of «eco-
nomic benefit». The Executive Board is responsible for
implementation and target achievement. A central goal
is to ensure full refinancing of existing maturities and the
best possible fulfilment of loan demand within the scope
of market capacity. To measure effectiveness, conversion
is reviewed, i.e. the extent to which existing maturities
can be replaced by new mortgage-covered loans. In ad-
dition, the proportion of loan demand covered by the
demand for securities is analysed. Another objective is to
place the issues as favourably as possible, measured in
terms of low spreads.

PBZ has a clear responsibility structure to ensure efficient
implementation: an expert explicitly responsible for issu-
es, who also holds a position in ZKB's Debt Capital Mar-
kets business, manages the process. In addition, the Issu-
ing Committee, consisting of representatives from various
member banks, supports the PBZ in pricing. After each
issue, the conversion and refinancing of loan demand are
reported to the Board of Directors. Reporting on ongoing
issuing activity is also a regular item on the agenda of the
Board of Directors' meetings in order to ensure continu-
ous evaluation and optimisation of the issuing strategy.

Recently, the demand for loans has increased. As a result,
it is not always possible to generate sufficient volume to
cover the demand for loans. PBZ addressed this challenge
by expanding the range of maturities and, for the first
time in its history, issued four series of bonds (instead of
three) in 2024.
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Value added statement according to GRI-201-1
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Origin of value creation CHE 1000 CHE 1000 in perzc(:\: in perzc(t):'lst
Interest margin mortgage bond business 22 606 21643 81 % 84 %
Other result from interest operations 5298 4154 19 % 16 %
Commission incom 67 89 0 % 0 %
Other net income 0 0 0 % 0 %
Company performance (= operating income) 27 971 25 886 100,0 % 100,0 %
Business and office expenses -4 783 -3709 -17.1 % -14,3 %
Issuing cost -1076 -1053 -3,8 % 4,1 %
Gross value added 22 112 21123 791 % 81,6 %
Commission expenses and fees -1367 -1398

Depreciation and value adjustments 0 0 0,0 % 0,0 %
Provisions 0 0 0,0 % 0,0 %
Net value added 20 745 19 725 74,2 % 76..2 %
Distribution of value added

Board of Directors and personnel -139 -143 -0,7 % -0,7 %
Member banks (distribution) -18913 -18913 -91,2 % -95,9 %
Distributed net value added -19 051 -19 056 -91,8 % -96,6 %
Retained economic value 1555 670 82 % 34 %

The Pfandbriefzentrale pursues a consistent distribution strategy. As in the previous year, the dividend payout amounts to 4.25%.

Both the economic value generated and the economic
value distributed are realised exclusively at national level.
The shareholders are solely the affiliated member banks
(GRI 201-1).

The following stakeholders are directly or indirectly affec-
ted by the topic «Economic benefits»:

— Cantonal banks (member banks) and their
customers with regard to mortgage-covered loans:
By providing favourable refinancing funds, the PBZ
enables the cantonal banks to grant mortgages at
fair and attractive conditions. This can make it
easier for homeowners to access appropriate and
affordable residential property.

— Investors (whereby the group of investors may also
include member banks and in particular their custo-
mers) in the form of investors in Pfandbrief bonds:

Swiss mortgage-backed bonds offer investors
stable, long-term investment opportunities, as they
are considered to be very safe and liquid investment
instruments and have a wide range of maturities
outstanding.

— Treasury departments of banks as well as

corporates that invest funds in highly liquid Pfand-
briefe that are eligible for repo transactions. PBZ's
Pfandbriefe are also subject to a very low credit risk.

— Cantons/the population as a whole: Thanks to

the favourable refinancing of the member banks,
they can generate reasonable income despite fair
conditions in the mortgage business. This contribu-
tes to the member banks being able to report
reasonable profits, which benefits the cantons and
thus the population as a whole in the form of tax
revenue/dividends.

— Local business: As customers of member banks
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can be offered mortgages at fair conditions, more
funds are available for (energy-efficient) renovation
or new construction of their properties. This sup-
ports local businesses, which in return can secure
jobs (including in rural areas).

Environmental and social concerns
in the investment policy

PBZ integrates ESG criteria into the investment decisions
of its shareholder's equity capital, which is managed by
ZKB Asset Management as part of an asset management
mandate. Eligible investments are selected taking into
account their environmental compatibility and social im-
pact in order to promote sustainable investments.

Impacts, risks and opportunities

By integrating ESG criteria into its investment policy, PBZ
promotes sustainable investments and contributes to the
environmental and social compatibility of its business
activities. This strengthens its position as a responsible
investor and increases its attractiveness for sustainability-
oriented investors. At the same time, the lack of standar-
disation of ESG criteria poses a challenge, as it makes it
difficult to compare sustainable investment products and
harbours the risk of greenwashing.

Management approach

When investing its own funds, PBZ pursues a conservative
and value-preserving strategy that is geared towards li-
quidity, security and profitability, also based on regulatory
requirements. Overall responsibility for the investment
guidelines lies with the Board of Directors, which issues
the investment regulations on the basis of legal require-
ments. The management can make further specifications
within this framework.

PBZ's investments are made exclusively in Swiss francs
(CHF) and consist mainly of bonds from Swiss issuers and
are limited to high-quality securities tradable on the SIX
Swiss Exchange. Attention is also paid to an appropriate
diversification of debtors. A minimum rating of A applies
to bonds from Swiss issuers and an even higher minimum
rating of AA for foreign issuers. The SBI composite rating
applies in each case. All CHF bonds issued by foreign
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borrowers must also fulfil the SNB's requirements for
securities eligible for repo transactions.

If no official rating from a rating agency is available,
alternative ratings are used. In the event of a downgrade
below the permitted credit rating, the bond in question
must be sold within a certain period of time. In this way,
the PBZ ensures that its investments meet high security
standards in the long term. Compliance with the invest-
ment guidelines is reviewed quarterly by the PBZ and
reported to the Board of Directors.

To implement this strategy, an asset management man-
date was awarded to ZKB, which is managed in accor-
dance with ZKB's «Responsible» sustainability approach
to asset management. ESG criteria are systematically
integrated into the investment process. In the responsible
version, the exclusion criteria are supplemented with ad-
ditional criteria based on SVVK-ASIR, thereby excluding
other companies with ESG-critical business models. In
addition to manufacturers of war technology (> 5%

of turnover), weapons and ammunition, these include
producers of pornography, exploitative child labour, coal
mining (> 5% of turnover, excl. coal production), compa-
nies with coal reserves (excl. metal production) and UN
Global Compact violations. The portfolio is also aligned
with the climate targets of the Paris Agreement and aims
to reduce CO, emissions.

In addition, PBZ receives a sustainability report from ZKB,
which presents the ESG scoring, the degree of climate
target achievement (<2°C), SDG contributions and expo-
sure to controversies, among other things.
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Swisscanto Sustainability Rating
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high
P

Benchmark
ESG Score & Subscores
Portfolio
0 100
0 100
0 100
0 100

low

Benchmark

T 1
0 100
T 1
0 100
} 1
0 100
} 1
0 100

Weighted proprietary ESG, E, S and G scores for the portfolio and the benchmark. All corporate and sovereign positions with a score are included in the
calculation. The scores are adjusted by dividing by the sum of the values covered.

Swisscanto Sustainability Rating, ESG scores & subscores, and SDGs - extract from the "Sustainability Report"® dated 31 December 2024

3 The information in the above charts is based on the Sustainability Report, which was prepared by the Asset Management of Zurcher Kantonalbank (ZKB)

based on its own criteria and metrics. ZKB assumes no responsibility for the accuracy and completeness of the information in the Sustainability Report.
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Achieve <2 °C target
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Portfolio

Benchmark

13,6 (<2°C max)

Corporate

4.6 (-66%)

Sovereign

107 (+40%)

77 (<2°C max)

-41%

Achievement of climate target

-17%

Corporate and sovereign CO,e intensity of the portfolio and the benchmark and their relative deviation (in %) from the guideline value for the CO,e reduction
path based on the Paris Climate Agreement. If the weighted percentage deviation (corporate and sovereign) for ‘Achievement of climate target’ is below the
benchmark, the climate target is deemed to have been met. The benchmark is calculated by reducing the CO,e intensity of the benchmark annually by 7.5% and
normal GDP growth. The CO,e intensity for Corporate is calculated by dividing Scope 1 & 2 greenhouse gas emissions (in tonnes) by sales (in USD million). The
CO,e intensity for Sovereign is calculated by dividing government greenhouse gas emissions (in tonnes) by nominal GDP (in USD million). Estimates can be

made if data is missing.

Swisscanto Sustainability Rating, achievement of <2 °C target - extract from the "Sustainability Report"* dated 31 December 2024

The Swisscanto Sustainability Report also contains infor-
mation on the largest portfolio positions. In addition, the
responsible portfolio manager prepares short monthly re-
ports for the management. The central key performance
indicator (KPI) for monitoring the achievement of per-
formance targets is the deviation from the benchmarks
(80% Swiss Bond Index Domestic AAA-A 1-15 years (TR)
in CHF / 20% Swiss Bond Index Foreign AAA-AA 1-15
years (TR) in CHF), whereby it should be noted that the
securities are generally held to maturity and are valued
using the accrual method.

As it concerns the investment of PBZ own funds, the
member banks are indirectly affected as stakeholders.
Sustainability-oriented investors are also interested in the
implementation of ESG criteria. A significant challenge is
that the strict requirements of PBZ regarding the invest-
ment universe limit the selection of suitable investments.
This explains the slight deviations in the portfolio compo-
sition compared to the benchmark.

4 The information in the above charts is based on the Sustainability Report, which was prepared by the Asset Management of Zurcher Kantonalbank (ZKB)
based on its own criteria and metrics. ZKB assumes no responsibility for the accuracy and completeness of the information in the Sustainability Report.
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Environmental topics

The Swiss Pfandbrief® is a central pillar for the up-
coming transformation process of the domestic buil-
ding stock towards more ecological sustainability.
The renovation of the real estate stock is one of the
key elements for sustainably reducing the society's
energy demand and achieving climate goals. Signi-
ficant amounts of additional capital are needed to
finance renovation investments in order to meet the
Paris climate goals. This is especially important be-
cause the existing, non-renovated stock also needs
to remain financed.

Environmental concerns

PBZ takes its responsibility to protect the environment
seriously and integrates ecological aspects into its busi-
ness activities. It pursues a forward-looking approach that
regards sustainability as an integral part of its decisions.
In doing so, it favours the conscious use of natural re-
sources. With a long-term view, PBZ organises its proces-
ses in such a way that ecological considerations are taken
into account at all levels. In this context, both the envi-
ronmental impact of business activities and that of PBZ's
own business operations are taken into account.

Impacts, risks and opportunities

By providing favourable capital, PBZ indirectly contributes
to climate protection by promoting energy-efficient reno-
vations and supporting a more climate-efficient building
stock. As the PBZ has no influence on the member banks'
lending, it also has no influence on the use of these fa-
vourable refinancing funds. Accordingly, if the member
banks do not take sufficient account of ESG criteria,
there is also a potential indirect environmental impact
from increased construction activity in general and from
residential construction projects without climate-friendly
refurbishment targets in particular. Indirect financing of
climate-damaging investments could lead to a reputatio-
nal risk and the loss of sustainability-oriented investors. In
its own operations, PBZ is integrated into ZKB's environ-
mental programme and therefore focuses on a resource-
conserving procurement policy. There are challenges
posed by a potentially growing carbon footprint due to
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the digitalisation of cover pool reporting and the associa-
ted increase in the computing power required for data
transmission and processing. However, by taking targeted
measures to comply with ecological and social standards
in procurement and energy efficiency, PBZ can further
strengthen its reputation as a sustainable company and
increase its attractiveness for investors.

Management approach

Overall responsibility for the impact of environmental
issues lies with the Board of Directors of PBZ, with oper-
ational responsibility resting with the Executive Board.
PBZ has no influence on the granting of mortgages by its
member banks and therefore no influence on the asso-
ciated ESG risks. PBZ cannot influence the process of the
mortgages submitted by the member banks as coverage,
nor does it have a direct right to issue instructions to the
member banks regarding the lending process and mort-
gage lending guidelines. The responsibility for the ma-
nagement of the mortgage portfolio and any incentivisa-
tion of the corresponding clientele with regard to climate
risks lies exclusively with the member banks. Although
PBZ cannot exert any direct influence, it is in regular dia-
logue with its member banks and the ASCB and supports
their efforts to promote energy-efficient mortgages. With
the digitalisation of the cover pool, PBZ has also created
a transparent data basis that makes it possible to formu-
late sustainability goals and track their implementation

in a measurable way. This forms an important basis for
strengthening the impact of refinancing in the area of
energy-efficient refurbishment and sustainable property
financing in the long term.

At the end of 2024, the average CO, intensity of the
cover pool is 14.7 kg CO, per square metre and year.

(in absolute figures 513'061'484 kg CO,) To calculate the
CO, efficiency of the properties, the Swiss Federal Buil-
ding Identifier (EGID) is first determined using the proper-
ty address and the financing data is supplemented with
relevant building data from the Swiss Federal Register of
Buildings and Dwellings (GWR), such as building class,
area and heating. In the absence of current refurbish-
ment data in the GWR, certified Minergie data is used

if available. The following average lifetimes of building
components are assumed for refurbishments: Facade 40
years, windows 35 years, roof 50 years, basement ceiling
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50 years. CO, efficiency is determined using the PACTA
2022 calculator. With 91% of identifiable properties

in the entire cover portfolio, the data basis is of high
address quality. The data serves as a basis for strategic
considerations on improving the energy efficiency of the
mortgage-backed property portfolio. Suitable measures
and targets will be formulated at the appropriate time.

The emissions of the real estate in the cover pool were
determined based on the Paris Agreement Capital Transi-
tion Model for the so-called PACTA test. The PACTA test
is a Europe-wide climate compatibility test for the invest-
ment and mortgage business to measure the climate
compatibility of financial flows in accordance with the
Paris Climate Agreement. The CO, emissions are shown
in kg/m? per year. Heating systems such as heat pumps,
electric heating, district heating and even wood are
considered climate-neutral in this model (CO, emissions
= 0 kg/m? per year). The analysis was based on three
dimensions: Number of properties, energy reference area
and CO, emissions in kg/m? per year. The three figures
below each show the distribution across different emis-
sion levels, broken down by type of use (condominiums,
single-family homes, apartment buildings and mixed-use
real estate, i.e. residential properties with a maximum of
30% commercial space).
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Cover pool reporting, number of properties per issue level
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The illustration shows the number of objects per emission
level. This shows that more than half of the properties
identifiable by address are in emission level =0 kg/m? per
year. Single-family homes make up the largest proportion
in the higher emission levels (<51 to <91 kg/m? per year).
In some cases, properties cannot be assigned to any
emission level.
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Cover pool reporting, energy reference area
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Furthermore, the energy reference area in m? was
calculated as a decisive factor for the total emissions. In
particular, multi-family houses have the largest area share
in the middle emission levels (<21 and <31 kg/m? per
year).
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Cover pool reporting, CO, emissions
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When analysing the absolute CO, emissions per emission
level, it becomes clear that the main burden of emissions
(particularly in the range between 21 and 60 kg/m? p.a.)
is concentrated in single-family homes.
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Due to legal requirements (cf. PfA Art. 1), the PBZ only
grants mortgage-covered loans to refinance mortgages
secured by property in Switzerland to its member banks,
the 24 cantonal banks. Based on the legal requirements,
the credit policy explicitly excludes other financing from
the granting of loans, whereby there is no «Exception to
Policy» (EtP) in this regard. These include, for example,
the financing of goods/companies in the area of fossil
energy production/nuclear energy, the financing of com-
modities (industrial metals, precious metals, agricultural
commodities) and of goods/projects that have an adverse
effect on biodiversity, for example. For further details,
please refer to the PBZ credit policy published on the
website.

Thanks to its close cooperation with ZKB, PBZ is integ-
rated into its sustainability policy. PBZ has a low carbon
footprint. The employees working for PBZ are employees
of ZKB and work on its premises. ZKB uses 100% green
electricity of «naturemade star» quality and offsets 100%
of unavoidable CO, emissions. PBZ benefits from the
measures to reduce CO, emissions and promote sustai-
nability in the ZKB supply chain. PBZ also participates in
ZKB's biodiversity initiatives, including the «Biodiversity

- the near-natural bank» project, which aims to transform
ZKB locations into near-natural habitats for people and
animals. ZKB has a sustainability mandate derived from
the Cantonal Banking Act, which focuses on operational
sustainability, sustainable banking and the promotion of
net zero transition. The objectives of sustainable develop-
ment and greenhouse gas neutrality are explicitly en-
shrined in the purpose article of the Cantonal Bank Act.
It has also introduced the ZKB sustainability standard,
which includes the systematic integration of ESG criteria
and a reduction in CO, emissions.

In the area of procurement, national suppliers and part-
ners are favoured. All ZKB suppliers undertake to comply
with recognised ecological and social standards based on
the terms and conditions of purchase. In addition, care

is taken to ensure that products are as resource-efficient
and environmentally and socially compatible as possible
in terms of production, use and disposal. These principles
also apply to procurements made directly by the PBZ in
exceptional cases. The procurements made directly by
the PBZ in the reporting year (audit, legal and manage-
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ment consultancy, IT services, translations and rating
agencies) were essentially service procurements from
Switzerland and only in individual cases from abroad (e.g.
rating agency Moody's) (GR/ 204-1). Probably the most
significant procurement by PBZ to date is in connection
with the project to digitise cover pool reporting. After a
project period of around four years, all cantonal banks
have reached production maturity, which enables the PBZ
to switch from project to operational mode.

The climate ambition of ZKB and thus also of PBZ is
based on the goals of the Paris Climate Agreement and
greenhouse gas neutrality by 2050. As part of the opera-
tional environmental programme, ZKB aims, among other
things, to reduce CO, emissions in its own operations.
Target achievement is monitored annually. Since 2009,
ZKB has offset 100% of unavoidable, remaining CO,
emissions, preferably nationally in the Zurich economic
area. This also covers the CO, emissions caused directly
by PBZ. Since 2024, ZKB has relied entirely on negative
emission technologies (NET), with which all unavoidable
residual emissions are completely removed from the air
and permanently stored.

Social topics

In accordance with its legal purpose, the PBZ's busi-
ness activities are limited to cooperation with mem-
ber banks and institutional investors. PBZ utilises
the structures of ZKB within a mandate relationship,
but ensures that its requirements are taken into
account within the existing framework. Due to the
organisational structure, the integration into ZKB
and the value chain of PBZ, only ZKB employees
working for PBZ were identified as a material social
topic.

Employees

The management and executive management of PBZ is
ensured by ZKB employees on the basis of a manage-
ment contract. The relevant ZKB employees carry out
their work for PBZ at their usual workplace and with their
ZKB laptops. If necessary, other employees, for example
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from the IT/legal/capital market departments, are also
brought in to work on specific topics. This means that the
working and employment conditions of ZKB, including
remuneration structures, also apply to employees who
work for PBZ. All ZKB employees are covered by the ne-
gotiations of the employee representatives. The latter also
represents the persons working for PBZ. The issue volume
and the granting of mortgage-covered loans have no in-
fluence on the remuneration of ZKB employees working
for PBZ. Based on the Federal Act on the «Information
and Participation of Employees in Companies» (Participa-
tion Act), ZKB has a politically and denominationally neu-
tral institution that is subject to democratic elections and
represents the interests of employees vis-a-vis ZKB and
consistently exercises the participation rights assigned to
it. This is also available to the employees who work for
the PBZ.

Although PBZ does not employ any salaried staff, PBZ
sees itself as a reliable and responsible organisation that
creates a positive and supportive working environment.
The focus is on the appreciation and well-being of the
people working for PBZ, which is promoted by an open
corporate culture and respectful cooperation. The PBZ
favours an inspiring working atmosphere and framework
conditions that enable a good balance between profes-
sional and personal needs.

Composition of persons working for the PBZ

(GRI 2-7, GRI 2-8)

PBZ does not employ any staff of its own, but utilises the
structures of ZKB. «Employees» are to be understood as
employees of ZKB working for the PBZ.

2024

According to the scope of activities
commissioned for the PBZ

Full-time 2

Part-time 6
By gender

Male 5

Female 3
Total number of people working for the PBZ 8
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There were no significant changes or fluctuations in the
number of people working for the PBZ in the reporting
year.

Impacts, risks and opportunities

PBZ benefits from ZKB's attractive and fair working
conditions, which offer its employees security, equal
opportunities and opportunities for further development.
Investments in training and further education as well

as the opportunity to take on a wide range of activities
with a high level of responsibility promote employee
motivation and expertise. Co-determination also streng-
thens the representation of employees' interests. These
positive factors contribute to improved performance and
cost savings through higher productivity. At the same
time, there is a risk that PBZ will be at a disadvantage in
the competition for qualified resources within ZKB. Most
ZKB employees who work for PBZ do so on a mandate
basis as part-time work in addition to their regular duties.
Forthcoming retirements and/or changes can therefore
represent a further risk.

Management approach

The PBZ pursues a forward-looking approach to ensure
personnel continuity in key positions. To this end, internal
clarifications are carried out at an early stage in order to
draw up a «longlist» of potential successor candidates. In
specific cases, these individuals are contacted in a targe-
ted manner and involved in the selection process.

Where necessary, suitable individuals are identified via
the existing network to fill positions on the Board of
Directors. Among other things, geographical origin and
professional qualifications play a role here. Suitable can-
didates are selected by the Nomination Committee in
consultation with the full Board of Directors before the
proposal is submitted to the Annual General Meeting for
election in the case of appointments to positions on the
Board of Directors.

Training and further education

Like ZKB, PBZ attaches great importance ensuring that
the people who work for it continuously expand their
professional, methodological and social skills. In line with
ZKB's active feedback culture, employees are not subject
to mandatory annual appraisals, but are instead given
responsibility for their own training and development.
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Accordingly, the people working for PBZ make use of a
wide range of different digital tools offered by ZKB. In
addition to the internal courses, workshops, podcasts and
videos that are available through ZKB's structures, the
people working for PBZ benefited from external training
in the reporting year, for example on the topic of ESG
(GRI 404-2). In the year under review, people working
for PBZ attended an average of 14 hours of training and
development programmes (GR/ 404-1). The performance
and professional development of all persons working for
the PBZ (100 %) is also regularly assessed (GRI 404-3).

Diversity and equal opportunities

The salaries paid by ZKB are based on gender-inde-
pendent job profiles, which are also reviewed externally
every two years with regard to equal pay and adjusted if
necessary. Accordingly, PBZ promotes equal opportunities
and diversity among the employees working for ZKB. ZKB
has set itself the goal of increasing the proportion of wo-
men in management positions and aims to increase the
proportion of women at the second management level to
20 % and at the third management level to 30 % by the
end of 2026. It specifically promotes women in order to
improve their chances of success when applying for ma-
nagement positions and is aiming for a 50:50 gender ra-
tio in junior positions in the long term. In order to achieve
these objectives, the General Management of ZKB 2023
established the Diversity Steering Committee (DSA). This
committee defines measures for achieving these targets.
Further information can be found in the ZKB Annual
Report. Due to the organisational structure of PBZ, these
measures have a direct influence on the people working
for PBZ. The PBZ aims to have 30 % women on the
Board of Directors. However, the PBZ is dependent on
the member banks, as the Board of Directors is made up
almost exclusively of members of the management of the
member banks (essentially CEOQs/CFOs).
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Diversity among the governing bodies of PBZ

(GRI 405-1)

PBZ does not employ any staff of its own, but utilises the
structures of ZKB.

Category By gender By age group

Female ‘ Male <30 years old ‘30—50 years o\d‘ >50 years old
Board of Directors | 11 % 89 % 0% 0% 100 %
Management 40 % 60 % 0% 20% 80 %

At the end of the reporting year, 21% of the PBZ's gover-
ning bodies (Board of Directors and Management Board
as a whole) were made up of women and 79% of men,
with all but one member being over 50 years of age (GRI
405-1).

Promotion of health

ZKB conducts regular surveys on employee satisfaction
and work-life balance. ZKB's systematic health manage-
ment programme, which benefits people working for
PBZ, makes an important contribution to quality of life
and well-being. An important aspect of ZKB's commit-
ment as an employer is preventive healthcare and health
promotion. Since 2023, ZKB has held the «Friendly Work
Space» label for three years for the fourth time in a row.
The systematic health offerings include, for example, fi-
nancial support for health checks, free flu vaccinations in
collaboration with the Pharmacists' Association and sup-
port for sporting activities, such as the nationwide «Bike
to Work» health promotion campaign. A health room in
ZKB's Hard office building offers a varied programme of
different sports and relaxation courses during the wor-
king week. ZKB also provides ergonomic workstations as
well as relaxation and massage rooms. There is also a free
and anonymised external counselling service for stressful
situations (GRI 403-6).

Governance

PBZ has various guidelines that govern its due dili-
gence obligations, the precautionary principle and
the consideration of human rights. These guidelines
lay the foundations for responsible and compliant
behaviour and ensure that ESG aspects are taken
into account in business activities. In addition to the
sustainability policy, which is described in the «ESG
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governance» section, these include the credit policy,
bribery and anti-corruption guidelines and other
regulations. Due to the PBZ's proximity to ZKB, the
Code of Conduct and the latter's sustainability po-
licy with regard to procurement processes are also
included (GRI 2-23).

Corporate management

Corporate governance describes the establishment of
clear structures and processes that ensure transparent,
responsible and effective management of the company.
This includes compliance with legal requirements and
the promotion of ethics and integrity. PBZ only grants
mortgage-covered loans to its member banks and has no
direct influence on their lending. Refinancing takes place
via the issue of Pfandbriefe on the Swiss capital market.

Impacts, risks and opportunities

Transparent and responsible corporate governance, based
on legal requirements and ethical principles, strengthens
the trust of investors, member banks and the public. The
clear governance structure reduces operational risks and
supports efficient risk management. At the same time,
the close relationship with the cantonal banks may give
rise to potential conflicts of interest if individual interests
are prioritised over joint or other stakeholder groups.
Furthermore, future regulatory requirements could result
in additional work and costs. By promoting ethics and
integrity and integrating ESG criteria into corporate go-
vernance, PBZ can further increase its attractiveness for
sustainability-oriented investors and strengthen its repu-
tation in the long term.

Management approach

PBZ pursues a conservative and sustainable business
strategy that is designed to minimise negative impacts.
Key measures include the integration of ESG criteria into
its own investment policy, the anti-bribery and anti-cor-
ruption guidelines adopted in 2024 and comprehensive
risk management, which is prescribed by the Board of
Directors and implemented by the Executive Board. The
Board of Directors of PBZ has overall responsibility for
corporate governance. Operational responsibility lies with
the management. The effectiveness of the measures is
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monitored through regular reviews and quarterly repor-
ting to the Board of Directors. This includes compliance
with the business and valuation regulations as well as the
investment guidelines defined in the investment regula-
tions.

The member banks and investors are primarily affected
by PBZ's corporate governance. PBZ is in direct dialogue
with various investors and/or groups and tries to re-
spond to their wishes and suggestions as far as possible.
Through its membership of the ASCB and the SBA, PBZ
is in constant dialogue with its member banks at various
levels. In the case of legal and/or regulatory issues, an
exchange also takes place with the Pfandbriefbank, Swit-
zerland's second Pfandbrief institution.

The PBZ systematically integrates its internal guidelines
for responsible business behaviour into its activities and
business relationships. The management ensures that the
persons working for the PBZ are familiar with the gui-
delines and comply with them. In addition, the PBZ is in
dialogue with investors in order to take into account the
importance of ESG criteria for investment decisions on
the part of investors.

Guidelines

The credit policy is firmly embedded in PBZ's strategic
orientation and influences central operational processes,
particularly in lending and risk management (GRI 2-23).
In cooperation with the member banks, PBZ ensures that
the internal requirements are met through clear agree-
ments and regular reviews of the cover pool.

The Anti-Bribery and Anti-Corruption Policy is based on
a zero-tolerance policy towards bribery and corruption.

It applies to all persons delegated by ZKB who work on
behalf of PBZ, as well as to the entire Board of Directors,
contractors and business partners. The member of the
Executive Board of PBZ responsible for risk management
monitors compliance with the guideline on at least an
annual basis (GRI 2-23). All persons working for PBZ

are obliged to comply with the guideline and to report
suspicious activities. Violations of this policy are generally
reported to the HR department of the employer (member
bank) of the person concerned. They may result in disci-
plinary measures, up to and including dismissal, as well
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as consequences under criminal law. In order to ensure
compliance in day-to-day business, the PBZ ensures that
all transactions are transparent and traceable. Bribes may
not be offered or accepted either directly or indirectly.

Authorised practices, such as accepting gifts of low value,

are clearly defined in order to avoid conflicts of interest.
In addition, the PBZ carries out regular awareness-raising
measures to ensure that all persons working for the PBZ
understand the policy and implement it in their daily
work (GRI 2-24).

The close integration of PBZ into ZKB's day-to-day busi-
ness means that it is also closely integrated into ZKB's
sustainability policy and Code of Conduct. Within these
guidelines, PBZ respects human dignity and human rights
in all of its business activities and in its supply chains.

The people working for PBZ are employed by ZKB,

which is committed to complying with the core labour
standards of the International Labour Organization (ILO)
and is committed to fair working conditions (GRI 2-23).
The activities performed for PBZ are an integral part of
employment at ZKB. Accordingly, working conditions,
planned working hours, holiday arrangements and other
personnel-related framework conditions are based on the
specifications of ZKB. ZKB has a sustainability mandate
that focuses on operational sustainability, sustainable
banking and the promotion of net zero transition. It has
also introduced the ZKB sustainability standard, which
includes the systematic integration of ESG criteria and
CO, reduction.

ZKB's Code of Conduct requires all employees and board
members to familiarise themselves with the applicable
regulations and to consistently comply with them in their
daily work. They are also expected to act carefully, prud-
ently and professionally at all times (GR/ 2-23). In imple-
menting these duties, they receive support from their line
managers and from Legal & Compliance. (GRI 2-24).

Conflicts of interest

The handling of conflicts of interest (identification, avoi-
dance, taking measures) is governed by the organisatio-
nal regulations and is reviewed annually by the Board of
Directors. The members of the Board of Directors and the
Executive Board are obliged to inform the Chairman of
the Board of Directors immediately in writing of any po-
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tential or existing conflicts of interest and to fully disclose
the details of the conflict of interest. The Chairman of the
Board of Directors makes an initial assessment and, if he
deems it necessary, informs the full Board of Directors,

to which he requests appropriate measures if necessary.
In urgent cases, the Chairman of the Board of Directors
may take the necessary measures himself. Should the
Chairman of the Board of Directors himself be affected
by a potential or existing conflict of interest, he shall
inform the Vice Chairman of the Board of Directors. The
Vice-Chairman of the Board of Directors makes an initial
assessment and, if he deems it necessary, informs the

full Board of Directors, to which he requests appropriate
measures if necessary. In urgent cases, the Vice Chair-
man may take the necessary measures himself. The full
Board of Directors shall hear the member concerned and
decide on the specific course of action. The member of
the Board of Directors concerned withdraws from the de-
cision-making process (but not from the deliberations). In
special cases, a qualified withdrawal of the member con-
cerned may also be necessary, in which case the member
is excluded from all information and deliberations. The
disclosure of the conflict of interest, its assessment by the
Chairman of the Board of Directors or the full Board of
Directors and the measures taken (or the waiver of mea-
sures) are usually documented in writing in the minutes
of the Board of Directors' meeting (GR/ 2-15).

Compliance and legal conformity

PBZ is obliged to conduct its business activities in accor-
dance with legal, regulatory and internal requirements. In
particular, this includes the provisions of the PfA and PfO,
the Data Protection Act and other legal frameworks. An
effective compliance and legal conformity system ensu-
res that all relevant regulations are adhered to and that
potential risks are identified and minimised at an early
stage.

Impacts, risks and opportunities

Strict compliance with regulatory requirements and
ethical standards strengthens long-term business relation-
ships, increases attractiveness for investors and contribu-
tes to competitiveness and resilience. At the same time,
new and/or changed legal and regulatory requirements
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can lead to additional implementation effort and higher
costs. They can also increase the risk of compliance vio-
lations and reputational risks, which in turn could have
financial consequences. A forward-looking and transpa-
rent approach to compliance and legal conformity helps
to meet these challenges and ensure the integrity of PBZ
in the future.

Management approach

As part of its activities, PBZ ensures that all relevant legal,
regulatory and statutory requirements are complied with.
The PBZ's regulations and directives, which are based on
the following legal requirements (GRI 2-23), provide sup-
port in this regard:

— Business regulations based on Art. 12 Para. 1
No. 4 of the Articles of Association of the PBZ,
which are based on the PfA, the PfO and parts of
the CO.

- Organisational regulations, based on Art. 14
Para. 1 No. 4 of the Articles of Association of the
PBZ, which are based on the PfA and parts of
the CO.

— Competence and compensation regulations
based on Art. 5 Para. 3 No. 2 of the organisational
regulations of the PBZ, which are based on the PfA,
the PfO and parts of the CO.

— Bribery and Anti-Corruption Directive: The
Directive is based on the «Convention on Comba-
ting Bribery of Foreign Public Officials in Internatio-
nal Business Transactions» of the Organisation for
Economic Co-operation and Development (OECD),
the «United Nations Convention against Corrup-
tion» of the United Nations (UN), the «Criminal
Law Convention on Corruption» of the Council of
Europe, as well as the legislation based on it in
Switzerland, including the Swiss Criminal Code
(SCCQ) (see Art. 322ter et seq. SCC).

— Valuation regulations based on Art. 14 para. 1
no. 4 of the Articles of Association of the PBZ,
which are based on the PfA, the PfO and parts of
the CO.

- Investment regulations, based on Art. 5 of the
PfA.

— 1CS directive based on CO Art. 728a.
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Comprehensive internal controls and checklists ensure
compliance with internal processes. In the reporting year,
the successful implementation of the digitalisation of
cover pool reporting was completed as a central project.
This enables disclosure in accordance with the final
Basel Ill requirements. It also enables us to better fulfil
transparency requirements on the part of regulators and
investors and to evaluate the sustainability data of the
cover pool. The PBZ uses plausibility checks on the cover
pool data submitted by the member banks to monitor
compliance with the relevant requirements. Supporting
tools and systematic checking mechanisms ensure high
data quality and transparency. The Board of Directors of
PBZ is responsible for overall management. Operational
responsibility lies with the management.

Critical concerns are reported to the highest supervisory
body. Integrity and reputation are among the most
important principles. PBZ therefore relies on receiving
reports of suspected misconduct within the organisation
from the people who work for it. Misconduct includes,
for example, breaches of criminal, supervisory and ad-
ministrative law as well as other legal regulations and
internal guidelines. In addition to the possibility of discus-
sing misconduct with superiors, ZKB has created a highly
secure reporting platform that is maintained by an exter-
nal independent reporting centre (law firm). The persons
working for PBZ have unrestricted access to this reporting
platform as employees of ZKB. No critical matters were
reported to the highest control body during the reporting
period (GRI 2-16).

As PBZ does not have any employees of its own, reports
of potential grievances are made via ZKB's whistleblow-
ing system, which enables ZKB employees working for
PBZ to report violations anonymously. The effectiveness
of these measures is measured by ZKB (GR/ 2-25). Furt-
hermore, due to the manageable number of people
and Board members working for PBZ, there is a close
relationship between the highest supervisory body and
the managing body. The entire Executive Board and other
employees are always present at the meetings of the
Board of Directors and the Annual General Meeting.

Compliance with these requirements is also verified
through internal controls, audits and regulatory audits
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by EY. In addition, the auditing companies of the mem-
ber banks carry out pledge register audits. No material

violations of laws and regulations were recorded in the
reporting period (GRI 2-27).

In 2025, PBZ will join the Banking Ombudsman, giving
stakeholders the opportunity to address concerns to a
neutral arbitration body. The Swiss Banking Ombudsman
offers confidential, independent and free mediation for
complaints in the financial services sector and facilitates
unbureaucratic conflict resolution. For PBZ, which as a
refinancing institution does not serve retail customers,
the connection serves primarily as a preventative measure
to offer business partners and investors an organised
complaints body. This strengthens trust in PBZ and un-
derlines its commitment to transparency and fair business
practices (GRI 2-25, GRI 2-26).

IT security

PBZ attaches great importance to IT security in order to
protect sensitive financial data and strengthen the confi-
dence of member banks, investors and rating agencies.
Although PBZ does not manage any primary data, it
nevertheless ensures that data and information systems
are protected against unauthorised access, data loss and
cyber attacks. In order to ensure the integrity, confiden-
tiality and availability of information, particularly when
handling sensitive financial data within digital cover pool
reporting, PBZ prioritises IT security within and outside its
organisation.

Impacts, risks and opportunities

A secure IT infrastructure guarantees the data protection
of the data from the cover pool. At the same time, the
implementation and management of IT security entails
considerable costs. Cyberattacks or data loss could not
only cause financial damage, but also damage the PBZ's
reputation. PBZ minimises these risks and strengthens its
resilience to digital threats in the long term by continu-
ously adapting to best security practices.

Management approach
IT security is a top priority for PBZ and is subject to clear
responsibilities. The Board of Directors bears the main
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responsibility. Operational responsibility within the orga-
nisation lies with the management and outside for other
IT systems, with the exception of WinCredit, with ZKB.
ZKB monitors compliance with internal IT security require-
ments, while specific security requirements for WinCredit,
the IT solution for cover pool reporting, were defined in
the Security Concept and the Saa$ contract. These were
audited by EY.

To ensure the protection of sensitive data, PBZ relies,
among other things, on the technical and organisational
measures (TOM) of FinnoFleet AG (formerly Base-Net
Informatik AG (BNI)), which has implemented a certified
Information Security Management System (ISMS) in ac-
cordance with 1ISO27001:2022. Strict standards and con-
trols in the areas of cloud data centres, network security
management, access, storage and transmission of data
as well as regular audits ensure that the highest security
standards are maintained.

In addition, PBZ has taken out cyber insurance and sig-
ned a separate data supply agreement with the member
banks for the use of WinCredit. A key milestone in the
reporting year was the introduction of WinCredit. All
security requirements were consistently implemented in
accordance with the security concept and SaaS contract.
Compliance with the security concept and contractual
requirements is monitored on an ongoing basis.

There were no cases of data theft or data loss in the

reporting year (GRI 418-1).

Transparency and provision
of information

The provision of clear and accessible information on PBZ's
business activities and in particular on the structure of
the Pfandbrief is of great relevance for PBZ in order to
offer investors a sound basis for decision-making. This
includes transparent communication about the legal
framework, sustainability aspects and security measures.
The PBZ has no direct influence on the lending policy of
the cantonal banks, which limits full transparency regar-
ding sustainability factors in the cover pool. As an issuer
of Pfandbriefe on the Swiss capital market, it is essential
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that market participants receive comprehensive, reliable
and comprehensible information about the financial
situation of the PBZ, the coverage of the Pfandbriefe and
risk management. In addition, the PBZ is legally obliged
to present information in connection with the issue of
mortgage-backed bonds in a clear and comprehensible
manner. The fulfilment of regulatory and statutory disc-
losure obligations, particularly in the context of Basel lll
final or in compliance with the Financial Services Act,
strengthens market acceptance. The latter also applies
to the provision of ESG-relevant information. For these
reasons, the topic of transparency and the provision of
information is one of the highest evaluated topics in the
materiality analysis.

Impacts, risks and opportunities

Clear information on the legal framework, sustainability
aspects and security measures form the basis of PBZ's
business activities. This strengthens investor confidence.
Increased transparency regarding business activities and
the Pfandbrief product (including ESG-relevant infor-
mation) can also lead to a better evaluation by rating
agencies, which keeps refinancing costs low and ensures
competitiveness on the Swiss capital market. At the
same time, sustainability rating agencies do not always
adequately recognise the special framework conditions of
Swiss Pfandbrief institutions, which can make investment
decisions more difficult and represent a risk for the PBZ.
Through regular reporting and dialogue with stakehol-
ders, the PBZ contributes to the stability and credibility of
the Swiss financial system.

Management approach

The PBZ attaches great importance to a high level of
transparency and the continuous development of its
reporting in order to meet the expectations of the Board
of Directors, investors, rating agencies and sustainability
agencies, among others. As a Pfandbrief institution, it

is also important for it to ensure the trust of member
banks, investors and regulatory authorities. Responsibility
for this topic lies with the Executive Board, in particular
the Director and the CFO.

To ensure the provision of targeted information, PBZ
relies on feedback from the Board of Directors and in-
vestors as well as comparison with the Pfandbriefbank as
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a reference. The ongoing optimisation of the information
published in reports and on the website is intended to
create transparency and promote dialogue with stake-
holders.

Key measures to ensure transparency and the provision of
information include quarterly reporting, the presentation
of results to the Board of Directors, the annual report, the
ongoing implementation of cover pool reporting and a
sustainability report, which was prepared in accordance
with the recognised GRI standards in this reporting year.

A key event in 2024 was the successful completion of the
cover pool reporting digitalisation project. The successful
completion of the project also laid the foundation for
analysing CO, efficiency and reporting on the environ-
mental impact of the real estate. In addition, a materiality
analysis was developed as the basis for sustainability
reporting in collaboration with Sustainserv. The conti-
nuous adaptation of the sustainability policy and other
publications serves to meet the increased transparency
requirements of sustainability rating agencies in the best
possible way. At the same time, potential legal and/or
regulatory developments pose new challenges for which
PBZ is preparing at an early stage.



Pfandbriefzentrale Sustainability Report 2024 40

CONTENT INDEX
ESSENTIALS SERVICE

PBZ has reported in accordance with the GRI Standards for the period from 1 January 2024 to 31 December
2024. For the Content Index - Essentials Service, GRI Services checked whether the GRI Content Index meets
the reporting requirements of the GRI Standards and whether the information in the index is clearly pre-
sented and accessible to stakeholders. This service was provided for the German version of the report.

GRI 1 used GRI 1: Foundation 2021
Applicable GRI sector standard None

General Standards

GRI standard Specification Place Omission
Requirement(s) Reason Explanation
omitted

The organisation and its reporting practices

GRI 2: General 2-1 Organisational details p.2

disclosures 2021 2-2 Entities included
in the organization's
sustainability reporting p. 2

2-3 Reporting period,
frequency and
contact point p. 2,45

2-4 Restatement of
information

2-5 External assurance

Activities and employees

GRI 2: General 2-6 Activities, value chain

disclosures 2021 and other business relationships p.8,9
2-7 Employees p. 33
2-8 Workers who are not
employees p. 33

Corporate management

GRI 2: General 2-9 Governance structure

disclosures 2021 and composition p.9
2-10 Nomination and selection of
the highest governance body p. 10
2-11 Chair of the
highest supervisory body p. 10

2-12 Role of the highest
governance body in overseeing
the management of impacts p. 18
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2-13 Delegation of
responsibility for

managing impacts p. 18
2-14 Role of the highest
governance body in
sustainability reporting p. 18
2-15 Conflicts of interest p. 9, 36
2-16 Communication of
critical concerns p. 37
2-17 Collective knowledge of
the highest governance body p. 18
2-18 Evaluation of the performance
of the highest governance body p. 18
2-19 Remuneration policies p. 13
2-20 Process to determine
remuneration p. 13
2-21 Annual total X Not applicable The Pfandbriefzentrale
compensation ratio (PBZ) does not employ
any staff of its own and,
with one exception (the
Board of Director appo-
inted by the Federal
Council), does not pay
any direct remuneration
to members of the top
management body.
Operational tasks are
carried out by emp-
loyees of Zurcher Kanto
nalbank (ZKB). Any re-
muneration is processed
by ZKB and disclosed
there.
Strategy, policies and practices
GRI 2: General 2-22 Statement on
disclosures 2021 sustainable development
strategy p.5
2-23 Policy commitments p. 35-37
2-24 Embedding policy
commitments p. 36
2-25 Process to remediate
negative impacts p. 37,38
2-26 Mechanisms for seeking
advice and raising concerns p. 38
2-27 Compliance with laws
and regulations p. 38
2-28 Membership associations p. 19
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Stakeholder involvement

GRI 2: General 2-29 Approach to stakeholder

disclosures 2021 engagement p. 19
2-30 Collective bargaining X Not applicable No collective
agreements agreements apply at the

Pfandbriefzentrale (PBZ)
or Zurcher Kantonalbank
ZKB). The working
conditions of ZKB
employees who also
work for PBZ are gover-
ned by negotiations with
the ZKB employee repre-
sentative body. This
organisation represents
all ZKB employees and
thus also those persons
who perform tasks for

the PBZ.
Topic-specific standards
GRI standard Specification Place Omission
Requirement(s) Reason Explanation
omitted

Materiality analysis and list of material topics

GRI 3: Material 3-1 Process to determine

topics 2021 material topics p. 20
3-2 List of material topics p. 21

Economic benefit

GRI 3: Material 3-3 Management of

topics 2021 material topics p. 22

GRI 201: Economic ~ 201-1 Direct economic
performance 2016 value generated and

distributed p. 23
Environmental and social concerns in the investment policy
GRI 3: Material 3-3 Management of
Topics 2021 material topics p. 24
Environmental concerns
GRI 3: Material 3-3 Management of
topics 2021 material topics p. 27,28

GRI 204: Procurement 204-1 Proportion of spending
practices 2016 on local suppliers p. 32
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Employees
GRI 3: Material 3-3 Management of
topics 2021 material topics p. 33,34
GRI 403: 403-6 Promotion of
Occupational health  worker health
and safety 2018 p. 34
GRI 404: Education ~ 404-1 Average
and training 2016 hours of training
per year per
employee p. 34
404-2 Programs for upgrading
employee skills and transition
assistance programs p. 34
404-3 Percentage of
employees receiving
regular performance and
career development reviews p. 34
GRI 405: Diversity 405-1: Diversity of
and equal governance bodies and
opportunity 2016 employees p. 34
Corporate management
GRI 3: Material 3-3 Management of
topics 2021 material topics p. 35
Compliance/legal conformity
GRI 3: Material 3-3 Management of
topics 2021 material topics p. 37,38
Risk management
GRI 3: Material 3-3 Management of
topics 2021 material topics p. 13-17
IT security
GRI 3: Material 3-3 Management of
topics 2021 material topics p. 38
GRI 418: Protection ~ 418-1 Substantiated
of customer data complaints concerning
2016 breaches of customer
privacy and losses of
customer data p. 38
Transparency and provision of information
GRI 3: Material 3-3 Management of
topics 2021 material topics p. 39
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List of abbreviations

Abbreviation Description of the

AMAS Asset Management Association Switzerland

BNI Base-Net Informatik AG

CESGA Certified ESG Analyst

Cco Code of Obligation

DSA Diversity Steering Committee

EFFAS European Federation of Financial Analysts Societies
EGID Federal Building Identifier

ELA Emergency Liquidity Assistance

EtP Exception to Policy

FINMA Swiss Financial Market Supervisory Authority

GWR Building and housing register

ICS Internal control system

ISMS Information Security Management System

KPI Key Performance Indicator

LGHS Liquidity against mortgage collateral

v Loan-to-value

NET Negative emission technologies

NZAM Net Zero Asset Managers Initiative

NZBA Net-Zero Banking Alliance

OECD Organisation for Economic Co-operation and Development
PBZ Pfandbriefzentrale der schweizerischen Kantonalbanken AG
PCAF Partnership for Carbon Accounting Financials

PfA Pfandbrief Act

PfO Pfandbrief Ordinance

SBA Swiss Bankers Association

SNB Swiss National Bank

SccC Swiss Criminal Code

TCFD Task Force on Climate-Related Financial Disclosures
TOM Technical and organisational measures

UN United Nations

ASCB Association of Swiss Cantonal Banks

ZKB Zurcher Kantonalbank, Zurich Cantonal Bank
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