ERSTE GROUP

5th Capital Markets Day

21 September 2007, Bratislava

Performance management

and management compensation
Peter Kisbenedek, CFO & CPO, Erste Group



Disclaimer ERSTE

Cautionary note regarding forward-looking statements

— THE INFORMATION CONTAINED IN THIS DOCUMENT HAS NOT BEEN INDEPENDENTLY
VERIFIED AND NO REPRESENTATION OR WARRANTY EXPRESSED OR IMPLIED IS MADE AS
TO, AND NO RELIANCE SHOULD BE PLACED ON, THE FAIRNESS, ACCURACY, COMPLETENESS
OR CORRECTNESS OF THIS INFORMATION OR OPINIONS CONTAINED HEREIN.

— CERTAIN STATEMENTS CONTAINED IN THIS DOCUMENT MAY BE STATEMENTS OF FUTURE
EXPECTATIONS AND OTHER FORWARD-LOOKING STATEMENTS THAT ARE BASED ON
MANAGEMENT'S CURRENT VIEWS AND ASSUMPTIONS AND INVOLVE KNOWN AND UNKNOWN
RISKS AND UNCERTAINTIES THAT COULD CAUSE ACTUAL RESULTS, PERFORMANCE OR
EVENTS TO DIFFER MATERIALLY FROM THOSE EXPRESSED OR IMPLIED IN SUCH
STATEMENTS.

- NONE OF ERSTE BANK OR ANY OF ITS AFFILIATES, ADVISORS OR REPRESENTATIVES SHALL
HAVE ANY LIABILITY WHATSOEVER (IN NEGLIGENCE OR OTHERWISE) FOR ANY LOSS
HOWSOEVER ARISING FROM ANY USE OF THIS DOCUMENT OR ITS CONTENT OR OTHERWISE
ARISING IN CONNECTION WITH THIS DOCUMENT.

- THIS DOCUMENT DOES NOT CONSTITUTE AN OFFER OR INVITATION TO PURCHASE OR
SUBSCRIBE FOR ANY SHARES AND NEITHER IT NOR ANY PART OF IT SHALL FORM THE BASIS
OF OR BE RELIED UPON IN CONNECTION WITH ANY CONTRACT OR COMMITMENT
WHATSOEVER.
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Agenda ERSTES

ERSTE GROUP

— Group Performance Management
— Main Tasks — What is different?
— Performance Management Process
— KPI Definition
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Business Performance Management

Targeted approach requires system upgrade

ERSTES

ERSTE GROUP

Shift of mindsets towards a
trust-based, joint exploration
of business potentials

A

Phased process with focused
problem-solving sessions
substantiated with a shared
information basis

Bilateral bargaining process with
focus on objectives and target
outcomes with diverging interests
and information basis

Type of interaction

Status quo 2007

Target 2009

Information basis for Performanc

Focus on (internal)
key financials only
(primarily profit
center results

Transparency on
market potentials /
benchmarks,
planned initiatives,
leading indicators
and qualitative per-
formance drivers

e Mgmt. dialog

Additionally, trans-
parency on perfor-
mance drivers and
root causes of
performance issues
(as basis for a
“consulting mode”)
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Business Performance Management
Moving to a more transparent measurement system

ERSTES

ERSTE GROUP

Budget

derivation

Timeframe

Negotiation
process

Determination

of targets

From

To

Financial Indicators

Financial Indicators and business-
oriented KPIs supported by Group
Performance Model (GPM)

Based on individual local
assumptions and strategies

Trackable harmonised market
assumptions, strategies, value
drivers and initiatives

Annual Financial Budgets

3 year mid-term plan
continuously reviewed against 6
guarter rolling forecast

Focused on individual financial
targets based on non-harmonised
information basis

Transparent performance-focused
dialogue to ensure fairness

Negotiating skills as important
determinant of individual target

Market potentials and strategies as
main determinant of individual
targets
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Business Performance Management ERSTES

Phased introduction of new approach

elements” and strengthen” refine"

Step 1 —"launch 3 new > Step 2 — "intensify > Step 3 — "Expand and >

Indicative 2007 ' 2008 ' 2009 ]

timeline Key elements

* Finalize target model for design of performance dialog

e Adapt budgeting approach 2008 to include 3 new
elements of business performance

* Prepare and conduct initial pilot dialog sessions

* Build up Group Performance Management function

< Performance
dialog process

Business * Develop and apply 1st priority external benchmarks

(2) performance and market revenue/profit pools*

transparency |® Synthesize available information on market trends and
internal benchmarking data to initiate joint discussions

* Develop overview of typical performance issues as
basis for challenging

* Establish transparency on initiatives pursued across

Transparency
the Grou
<3> of initiatives P

* E.g., wealth creation, transactions (including C/A deposits), mortgages

5th CMD - Bratislava Performance Management
21 September 2007 5 & Management Compensation



Business Performance Management ERSTES

Continuous dialog focusing on 3 key areas

— Ongoing business level communication is supported by regular dialogue
with Top Management

Performance Office:
(non-financial KPIs)
“Business view”

Performance

Dialogue

Research and
development:
(market research)
“External view”

Group Controlling
Support:
“Financial view”
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Business Performance Management ERSTES
Annual Performance Dialog Cycle
Annual cycle Business performance People performance performance

* Business performance review, * Annual people ! ffESLif 1-on-1

First Quarter
Dialog
(February)

development opportunities, and
revised forecast

Focus on review of year-end
business results

performance review
e Development plan

'\ » Year-end review of
i individual & leadership
i performance

Second Quarter

Business performance review,
development opportunities, and
revised forecast

Dialog Add-on topic: Alignment of strate-
(May) gic priorities and initiatives bet-
ween Group & local bank/division
Business performance review, ¢ Interim people
. development opportunities, and performance review
Business revised forecast * Development plan
Target-setting Add-on topic: In-depth discussion
Dialog about business targetsand
(September) initiative portfolio considering, ' o Interim review of

e.g., market trends, benchmarks
and non-financial indicators

individual & leadership
performance

Fourth Quarter
Dialog
(November)

Business performance review,
development opportunities, and
revised forecast

Add-on topic: Finalization/
validation of agreed business
targets

e Specification of HR
resource requirements

e |ndividual development
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Business Performance Management ERSTESS

Types of Key Performance Indicators (KPIs)

Example Defined by Characteristics

Accounting measures; group-wide; market

Headline KPIs Group ROE; CIR Board, IR :
(analyst, investor) focus

Compensation delta EVA, Set appropriate, value-oriented incentives,
Board -
KPIs Market share covers responsibility

Contribution margin; Board, GPM Financials by business area (profit centre,

Result indicators
revenues per customer customer product...)

Cross selling ratio
Products sold per
account mgr per day

Business-specific
indicators

Business line | Forward-looking, sales oriented, business
managers model-dependent

— Result and business-specific indicators:

- Key Performance Indicators: 5 — 10 indicators with Top Management focus, used in standard
reporting

- Performance Indicators: Other indicators used internally to enhance detail, not part of standard
reporting

— Headline and Compensation KPIs are a subset of internally used result and business-specific
KPIs
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Agenda

ERSTES

ERSTE GROUP

- Management Compensation
— Concept and Components
- EVA

5th CMD - Bratislava
21 September 2007

Performance Management
& Management Compensation



Management Compensation ERSTES

COmpOnentS ERSTE GROUP

Management Compensation

v v

Competencies
(Leadership) (25%)

Key performance indicators (75%)

— Performance management for leadership positions in
— Group Holding
— Local Banks
— Business divisions

- Linking business performance and leadership performance into one model
and under one process

- Process definition from performance planning to consequence
management

— Full alignment with the budgeting process
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Business Performance-Related Compensation ERSTE

A strong incentive for value creation

- Measurement

— EVA is the main business KPI used for measuring groupwide, local and
divisional profitability (replaces RoE)

— Supported by business-specific KPIs which focus on individual strategic
targets by country and board responsibilities

—Methodology
— EVA methodology based on group performance model and systems
— Consistent with external segment reporting (ie capital allocation)

—Compensation basis
— Change of KPlIs (ie delta EVA) instead of absolute figures
—Value driver matrix used to commute KPIs to lower managerial levels
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Components of variable compensation

ERSTE

Promoting corporate values as well as performance  =emerwr

Group Profitability

Local Profitability Business Specific KPIs

Leadership

Divisional Profitability

-
<

\ 4

Shareholder-value oriented Strategy and
corporate values
EVA based individual KPIs and
targets
50% 25%

v

Competencies and
corporate values

assessment and 360°
feedback

25%

EVA-based compensation linked to leadership, strategic and role-specific measures
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Indicative scheme of compensation weights
For illustration purposes only

ERSTE

ERSTE GROUP

Long term

incentive EVA Business specific Leadership
Risk adj #Customers*
Group TSR Group Local Division Revenue Cross Market share NPL/TL CIR Efficiency Competencies
growth Selling Ratio
Holding Board
Group CEO Yes 50% 25% 25%
Group CFO Yes 50% 25% 25%
Group CRO No 50% 25% 25%
Group COO No 50% 25% 25%
Group GCIB No 25% 25% 25% 25%
Group GCM No 25% 25% 25% 25%
Local Boards
Local CEO No 25% 25% 25% 25%
Local CFO No 25% 25% 25% 25%
Local Retail No 10% 20% 20% 15% 10% 25%
Local Corporate No 10% 20% 20% 25% 25%
Local COO No 25% 25% 25% 25%
Local CRO No 25% 25% 25% 25%
Local GCIB No 10% 20% 20% 25% 25%
Local GCM No 10% 20% 20% 25% 25%
:l Group level KPI I:l Local level KPI
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Conclusion ERSTESS

ERSTE GROUP

— Holistic approach to performance monitoring and incentivisation
— Central analysis of financial, business and market intelligence
— Generate actionable performance indicators

— Encourage dynamic performance culture

— Combine management of business performance management and
people performance (leadership)

— Result: optimise the business performance and develop additional
business potentials
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