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From the Chief Executive Officer

Steinpor Pdlsson,
CEO

Dear Reader,

This is Landsbankinn’s third Re-
port on Social Responsibility. The
Bank’s policy on social responsi-
bility, approved in 2011, contains
the important declaration that
the Bank intends to play an active
role in promoting welfare for the
future of the Icelandic econo-

my. It places key emphasis on
integrating social responsibility
in all levels of the Bank’s oper-
ations, from daily activities to
lending and investment.

In order to achieve these goals,
Landsbankinn has adopted in its
activities various international
and recognised standards, first
and foremost the principles of the
Global Compact. I am pleased to
confirm that Landsbankinn will
continue to uphold the Global
Compact and its principles. In
2013, Landsbankinn became a
signatory to the United Nations’
Principles for Responsible Invest-
ment (PRI) and numerous other
projects in the field of social re-
sponsibility have been concluded.

Landsbankinn has adopted a
decisive equal rights policy that
ensures equal pay for compa-

rable jobs to all employees and
the Bank has complied with new
legal requirements to maintain
a gender balance among manag-
ers since 2010. From 2010, the
executives of Landsbankinn were
comprised of women and men in
equal number until their num-
bers were reduced by one man,
as managing directors were cut
from 8 to 7.

Landsbankinn'’s strategy from
2010 outlines its ambitious goal
to become an exemplary com-
pany in 2015. One step along
that road is to excel in corporate
social responsibility in Iceland.
Landsbankinn has placed great
emphasis on enacting good cor-
porate governance in accordance
with the Guidelines on Corporate
Governance published by the
Iceland Chamber of Commerce,
NASDAQ OMX Iceland hf. and
the Confederation of Icelandic
Employers. Each year, Lands-
bankinn reviews compliance with
the Guidelines and whether the
Bank’s governance accords with
the Guidelines.

While recent years have been
coloured by the consequences of
the collapse of the financial sys-

tem, there is increasing room to
start rebuilding the economy and
shape it for the future. Certainly
important tasks remain unfin-
ished, not least the revaluation of
illegal loans granted before the
collapse.

Landsbankinn contributes to the
revitalisation of the economy in
various ways. Prudent operation,
efficient risk management and

a responsible credit policy are
central to banking activities.
Landsbankinn has also endeav-
oured to establish collaboration
with companies and stakeholders,
engender initiative and support
diverse approaches to rebuilding
in various fields, such as the
tourist industry and leveraging
inventiveness to increase the
pillars supporting Icelandic
business and industry. In this
manner, the Bank participates
in the permanent rebuilding of a
welfare community in line with
the spirit of its policy on social
responsibility.
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About the Report

Landsbankinn now publishes its
third Report on Social Responsibil-
ity based on GRI standards.' The
first two Reports on Social Respon-
sibility were based on GRI version
3.1. This report is based on GRI
version 4.0, released last year. The
Report also serves as the Bank’s
annual Communication on Prog-
ress Report to Global Compact.

Landsbankinn follows the GRI
standards for the following rea-
sons:

» GRI is an international,
relatively widely accepted
standard, and the Report
can thus be circulated both
domestically and abroad.

» GRI has compiled special
standards for financial
undertakings and it is
convenient for the Bank to
compare itself with other
financial firms.

» The GRI standards and stake-
holder analysis combined
make a good tool to educe
stakeholder expectations
and present Landsbankinn’s

policies and performance in
an organised manner.

The progress of social responsi-
bility can be followed by compar-
ing the annual reports. Last year,
key emphasis was placed on
ensuring the quality of informa-
tion on social responsibility. The
data exists but has not been as
accessible or presented as clearly
as financial information. This
year, emphasis has been placed
on ensuring the compatibility of
information between years. The
number of standards reported on
has also grown.

Regard was had for the following
in determining the scope and
approach of the Report:

» The Report focuses on the
activities of the Lands-
bankinn Group, unless
otherwise mentioned. This is
a change from the previous
year, when subsidiaries were
not considered unless in
specific cases. In some cases,

» This may complicate a com-
parison between years.

» The Report addresses the
same standards as last year
with the addition of stan-
dards for which information
has become available.

» The selection of standards
was based on standards
reported by comparable
financial undertakings in
the Nordic countries, as well
as stakeholder views.

Publication of this Report does
not imply that the Bank is fully
cognisant of its social impact
nor that social responsibility has
been fully implemented within
the Bank. The Report reflects the
Bank’s knowledge of the subject
at the time of its publication.

The Report strives to describe
the Bank’s successes, areas in
which improvement is necessary
and contentious issues that have
arisen during the implementation
of social responsibility. The Bank
is also hopeful that other compa-
nies may benefit from its expe-
rience in implementing social
responsibility.

1 Landsbankinn’s Reports on Social Responsibility are available on the Bank’s website, http://bankinn.landsbankinn.is/samfelagsleg-abyrgd/skyrslur/

Landsbankinn 2014



Reykjavik. Siggi Eggerts (2011).

Quality assurance
of information

Information in the Report on So-
cial Responsibility is compiled by
the Bank’s CSR Expert in collab-
oration with employees through-
out the Bank. The parties have
had a varying degree of input.

Rather than repeating informa-
tion from previous reports and/or
repeatedly addressing the same
issues, the decision was made to
refer to other media and reports
from the Bank as applicable.

The quality assurance applied
to information in the Report is
based on three main factors:

» Determining the extent to
which individual standards
apply to Landsbankinn.

» Identifying the information
necessary to meet bench-
marks set by the standards.

» Identifying the parties
responsible for the informa-
tion and determining how
to make the information
comparable between years.

A Reference File on p. 42 details
the extent of discussion of the
standards in question. This Re-
port contains detailed discussion
of some standards while others
are merely reviewed shortly in
the Reference File. Where indi-
cators are not discussed in full it

is because information is insuffi-
cient or has not been available in
comparable form.

All information in the Report is
for the calendar year 2013. Lands-
bankinn encourages readers of
the Report to contact the Bank
with any comments on the Bank’s
social involvement as well as
comments on possible improve-
ments to the Report.
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About Landsbankinn

Landsbankinn hf. was established
on 9 October 2008, with roots go-
ing back to 1886. Landsbankinn
hf. is the largest financial enter-
prise in Iceland, with the most
extensive branch network. The
Bank provides individuals, corpo-
rations and investors with solid,
comprehensive financial services
based on long-term business
partnerships. Landsbankinn is a
conventional deposit and credit
institution that also operates

a capital markets department,

manages funds through its sub-
sidiary Landsbréf, provides corpo-
rate finance, private banking and
asset management services and
more.

Its head offices are located in
Austurstreeti 11, Reykjavik, where
it has been based since it was
established. The Bank does not
operate outside of Iceland. No
substantial changes were made
to the Bank’s operations in 2013.

The Bank is owned by the Na-
tional Treasury of Iceland with

a 97.9% share, Landsbankinn hf.
holds 1.3% of own shares and
around 1,400 current and former
employees hold 0.8% of shares in
Landsbankinn. Employees were
awarded shares in the Bank in
accordance with the provisions
of an agreement on the finan-
cial settlement between Lands-
bankinn hf. on the one hand and
LBI hf. and the State on the other.

Table 1: About Landsbankinn 2012.31.12 2013.31.12 Changes
Retail customers of Landsbankinn 112,500 114,348 1.6%
Corporate customers of Landsbankinn 10,980 11,040 0.5%
Branches and outlets 35 34 -2.9%
Branches and outlets 1,233 1,183 -4.1%
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Table2: Key financial ratios (ISK bn) 2012.31.12 2013.31.12 Changes

Net operation Income 49,141 65,581 33.5%
After-tax profit 25,494 28,759 12.8%
ROE after taxes 12.0% 12.4% 3.3%
CAR 25.1% 26.7% 6.4%
Interest margin on average total asset position 3.2% 3.1% -3.1%
Interest margin + value change as ratio avg. Total asset position 2.8% 4.2% 50.0%
Cost-income ratio 45.00% 42.9% -4.7%
Total assets 1,084,787 1,151,516 6.2%
Deposits as ratio of lending 158.20% 149.0% -5.8%

) o Figure 1: Gender balance based on full-time units
The Bank and its subsidiaries had

1241 employees in 1183 full time
equivalent positions at the end of
the year. 50

%

All employees are members of -

the Confederation of Icelandic 40
Bank and Finance Employees and

are covered by collective bargain- ~ *°
ing agreements. 20

25

Collaborative ventures o

15
Landsbankinn participates in the

following collaborative ventures o
on social responsibility.

» Festa, a Centre for Corporate o i
Social Responsibility. Lands-
bankinn was a founding Male Female
member of Festa in 20111.
Capital region Other regions

Landsbankinn’s CSR expert
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Table 3: Number of employees by modality of employment

Shifts in the

Nismber employment  employment  Employment . Customer Total
Service Centre

Male 437 9 10 456

Female 735 19 29 1 785

Total 1172 28 39 1 1241

is the Vice-chairman of the
Board of Directors of Festa.

» United Nations Global
Compact. Landsbankinn is
a member of the UN Global
Compact and a representa-
tive of the Bank participates
in a steering group for the
Global Compact Nordic
Network.

» United Nations Environ-
mental Program Financial
Initiative UNEP FI. Lands-
bankinn is one of the found-
ing members of UNEP FI.

» United Nations Principles
for Responsible Investment
- UNPRI. Landsbankinn
signed the United Nations’
Principles on Responsible
Investment at year-end 2012
and the application was
approved in 2013.

In addition to the above, Lands-
bankinn works with companies,
universities, institutions and
NGOs on various aspects of so-
cial responsibility. Such projects
include instruction, advice or col-
laboration on the implementation
of social responsibility.

Corporate governance

Landsbankinn has placed great
emphasis on enacting good cor-
porate governance in accordance
with the Guidelines on Corporate
Governance published by the
Iceland Chamber of Commerce,
NASDAQ OMX Iceland hf. and
the Confederation of Icelandic
Employers. Each year, Lands-
bankinn reviews compliance
with the Guidelines and whether
the Bank’s governance at each
time accords with the Guidelines.
Based on the audit, the Bank

2 http://bankinn.landsbankinn.is/um-bankann/stjornarhaettir/

reveals any deviations from the
Guidelines in a special Corporate
Governance Statement.

Information on the Bank’s current
governance structure is available
on the Bank’s* website and an
overview of governance in 2013,
along with the Corporate Gover-
nance Statement, is presented in the
Bank’s annual report, on p. 30.

Stakeholders and
consultation

Landsbankinn regularly consults
with key stakeholders to familia-
rise itself with their expectations
and views on the Bank’s operation.
Great emphasis is placed on en-
suring that such communication
is constructive and effective in
developing the Bank’s services in
line with the needs of its custom-
ers and the community.
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Stakeholders are divided into
internal and external parties.
Internal parties include custom-
ers, employees, shareholders,
suppliers and the community. Ex-
ternal parties are the authorities,
regulators, the media, investors,
interest and lobbying groups.

Landsbankinn has not compiled a
stakeholder analysis based on so-

cial responsibility but avails itself
of various methods, such as open

meetings, comment systems, sur-

veys, focus groups and interviews
with employees and customers.

Since the first quarter of 2011,
Landsbankinn has surveyed
stakeholders’ attitude towards
social responsibility semi-annu-
ally. The survey asks whether the
responder considers his/her main
commercial bank to be socially
responsible. From the first quar-
ter of 2011 to the third quarter
2013, the Bank’s average grade
rose from 2.6 to 3.0, a little ahead
of the average grade of other fi-
nancial institutions (rose by 0.3).
Between September 2012 and
September 2013, Landsbankinn’s
rating rose from 2.8 to 3.0.

While Landsbankinn’s rating
has trended upward during the
period, the grade for the financial
system as a whole has fluctuated
between measurements.

The grade 3.0 indicates that the
public considers Landsbankinn’s

Figure 2: Stakeholders

059

1,394

1 (Iceland)

position on social responsibility
to be uninspiring. Rather than
being disheartened, this result
encourages Landsbankinn to
strive to become a better bank
for its customers and further
enhance its dialogue with the
community.

In the past two years, Lands-
bankinn has surveyed employee
attitudes towards social respon-
sibility. In 2012, the survey asked
about the importance of social
responsibility for the Bank on the
one hand and about how social-
ly responsible the Bank was. In
2013, the survey only asked about
the importance of social respon-
sibility.

Both surveys showed that social
responsibility is deemed import-
ant, scoring 4.17 and 4.11 out of 5.
When employees were asked how
socially responsible they con-
sidered the Bank, their response
was that there was considerable
room for improvement, reflected
in a score of 3.6. Surveys further
indicate that support functions
rate social responsibility higher
than business segments. There

is a certain risk that employees
view social responsibility as a
tangent, external to the Bank’s
core purpose, i.e. income genera-
tion. It is to be hoped that signifi-
cant projects, such as responsible
investment and industrial sector
and strategy standards, will
contribute towards a change in
attitude.
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Strategy, governance and the
implementation of social responsibility

The Bank’s CSR policy> was
approved in May 2011. Its prin-
cipal emphasis is on integrating
social responsibility throughout
the Bank’s operation, from daily
activities through to lending and
investment.

Two of the main characteristics
of social responsibility are that it
is implemented on each enti-

ty’s initiative and that it begins
where laws and regulations end.
That being said, the line between
social responsibility and legal
obligations is not always clear
and views on social responsibility
can influence legal interpre-
tation and vice versa. It is also
important to Landsbankinn to
distinguish between the social
role of companies and their social
responsibilities. A company may
play a very important role in the
community yet this in and of
itself does not make the company
socially responsible. Its operation
must comply with the standards
of social responsibility regardless
of its role in society.

Corporate Development & HR
answers directly to the CEO. The
role of CSR is to support other
departments in adopting social
responsibility in the Bank. Tasks
and projects on social respon-
sibility are thus carried out by
individual divisions and depart-
ments, each responsible for social
responsibility within the unit. It
is the role of CSR to provide these
units with advice. The Marketing
Department is responsible for

the bulk of the Bank’s support for
the community; environmental
affairs in own activities are the
responsibility of the Property
Department; personnel issues are
the purview of Human Resources;
compliance with laws and regu-
lations is under the auspices of
Compliance; responsible invest-
ment resides with Markets, and
Corporate and Personal Banking
are charged with ensuring fair
business practices. Individual
projects linked to social responsi-
bility are thus not carried out be
CSR but by other units within the
Bank.

Organisation

Implementation

CSR is located under Corporate
Development & HR in Lands-
bankinn’s organisational chart.
The Managing Director of

3 http://bankinn.landsbankinn.is/samfelagsl

byrgd/samfelag

At the beginning of the year, six
steering groups were formed to
identify key social responsibility
projects for the Bank and su-

fna/

4 For further information, see page 13 of the Report on Social Responsibility for 2012

pervise their performance4. The
steering groups identified several
dozen larger and smaller projects
for the Bank to implement. Some
of these projects were already in
progress within the Bank with-
out being directly linked to CSR;
other projects could be merged
and work on still others has

now begun or is in the planning
stages.

The work of steering groups
charged with supervising the
implementation of social respon-
sibility across all levels of the
Bank’s organisational structure
proved impractical. The steering
groups were discontinued in
September 2013 and a special
CSR team established, comprised
of the Executive Board and the
Bank’s CSR expert. The team
meets 3-4 times per annum to re-
view current projects and empha-
sis in social responsibility.

When the steering groups were
discontinued, work groups were
created to supervise individual
projects. The lesson learned from
the steering group experiment
was that such groups are well
suited to identify social responsi-
bility tasks the Bank should un-
dertake and then hand implemen-
tation off to the relevant parties
within the Bank’s organisational
structure.
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Disputes and CSR in practice

Transparency is one of the key
principles of social responsibility
and a company wishing to be
socially responsible should dis-
close both disputed and positive
aspects of its operation.

Questions will always be raised
about companies and the recalcu-
lation of foreign currency loans is
the most discussed aspect in the
operation of financial undertak-
ings. In 2012, the Bank was crit-
icised for closing down branches
and questions were raised about
the consistency of these actions
with its policy on social responsi-
bilitys. Last year, the distribution
of shares to employees received
considerable criticism and was
considered in direct opposition

to the Bank’s professed stance on
social responsibility.

Social responsibility should be
part of a company’s daily activ-
ities and as such, it is natural
that financial institutions should
focus on such issues as access to
financial services and financial
literacy. Landsbankinn and its
predecessor have a long history
of support for sports clubs and
various NGOs; its current social
participation is a natural contin-
uance. In 2011, when the Bank

5 The Bank’s Report on Social Responsibility 2012

began to systematically imple-
ment social responsibility, its
employees were advised by the
employees of comparable compa-
nies to focus initially on internal
operations and environmental
issues before looking to the
Bank’s products, lending and in-
vestment. The Bank followed this
advice, for the most part. Internal
activities were emphasised in
2011 and 2012, e.g. environmen-
tal certification of the canteen,
transport agreements, gover-
nance, financial instruction and
environmental issues in general.

These years served to gather
information about how compa-
rable companies approach the
integration of standards on social
responsibility in product develop-
ment, in lending and investment.
Towards the end of 2012, Lands-
bankinn became a signatory to
the United Nations’ Principles

on Responsible Investment. As
internal work on social respon-
sibility becomes more organised
and structured, the focus has
increasingly moved to the Bank’s
products.

Shares to employees

Considerable discussion sur-
rounded the distribution of
shares in Landsbankinn to its
employees in accordance with
the provisions of an agreement
between Landsbanki [slands hf.
(LBI hf.), the Minister for Fi-
nance on behalf of the State and
Landsbankinn, dated 15 Decem-
ber 2009.°

In the compilation of the bal-
ance sheet of new Landsbankinn
following the collapse of Lands-
banki Islands hf, it was nec-
essary to put a number to the
value of assets and obligations
transferred from the old bank

to Landsbankinn. As a result,
the agreement for the financial
settlement provided that Lands-
bankinn issue a bond and a
conditional bond to the old bank
as payment for the transferred
assets in excess of transferred
obligations. The amount of the
conditional bond was linked to
the valuation by an independent
party of these assets and obli-
gations at year-end 2012. The
agreement further specified that
the State should hold 81.3% of
shares in Landsbankinn and that

6 News release from Landsbankinn on the shareholding of employees, http://www.landsbankinn.is/frettir/2013/07/17/Starfsmenn-Landsbankans-eignast-taeplega- 1-hlut-i-bankanum-

i-samraemi-vid-samkomulag-fra-2009/?p=28.
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the old bank should control 18.7%
of shares through the company
Landskil ehf. Should the assets
be valued to a pre-determined
amount at year-end 2012, 16.7%
of shares held by Landskil ehf.
were to be transferred to the
State without consideration and
around 2% of shares were to be
distributed to the employees of
Landsbankinn. Landskil would
thus cease to hold shares in
Landsbankinn.

The distribution of shares to
employees does not fall within
the scope of the Financial Super-
visory Authority’s (FME) rules on
salary incentive systems; rather,
it is based on the provisions of the
above-mentioned agreement be-
tween Landsbankinn, the Icelan-
dic State and LBI. These reasons
notwithstanding, various ques-
tions concerning this action have
been directed at Landsbankinn.
Concern was initially focused on
employee rights to acquire shares
in the Bank, later, questions were
raised about rules set by the
Bank to govern the distribution
of shares, to whom and to what
amount.

In short, the distribution of shares
occurred as follows:

» Shares previously held by
LBI hf. were distributed.

» Just over half of the value of
the shareholding in ques-
tion was paid to the State as
taxes.

» The holding of 1394 current
and former employees of
Landsbankinn hf. is within
0.8%.

» Employees are obliged
to comply with stringent
requirements for the sale of
the shares and may not sell
their shares for a period of
three years from allocation
unless the Bank’s shares are

listed on a stock exchange, at

which point employees will
be authorised to sell part of
their shares.

» This action did not constitute

a salary incentive system in
the opinion of the FME, yet

regard was had for FME Rule

No. 700/2011, on Salary In-

centive Systems. Regard was

also had for Landsbankinn’s
Remuneration Policy.

» Employees of control units

did not receive shares but the

Bank was required by FME
rules to ensure that these
employees received equal
remuneration through other
channels.

»

»

»

The shares were allocat-

ed to those employees of
Landsbankinn who held
permanent positions on 31
March 2013 and employees
who had retired because of
age, disability or terminated
due to cost-cutting measures
during the period 15 March
2009 to 31 March 2013.

The number of shares re-
ceived by each employee was
based on salary and propor-
tion of full-time position
during the above-mentioned
period.

The value increase which
created the employee’s right
to the shares was entirely
derived from loans to large
companies. Debt restruc-
turing of corporate finances
was under the supervision
of a special Supervisory
Committee for the Ministry
of Economic Affairs. The
Committee repeatedly con-
firmed that Landsbankinn
had complied with laws and
regulations in all respects
and not discriminated be-
tween companies in any way.
In light of this, it can hardly
be maintained that employ-
ees influenced decisions to
write off the debt of certain
companies.

Landsbankinn 2014
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The shares constitute taxable
wage income liable for income
tax and wage-related expenses.
This arrangement raised con-
cerns about the impact on em-
ployees’ finances, i.e. their rights
to other payments from the State
and re-payment of student loans.
This is relevant because employ-
ees are forbidden from selling the
shares over the next 3 years and
because the value of the shares is
unclear.

Incentive systems are contro-
versial. Such systems are not
contrary to social responsibility
standards but it is important to
ensure that they are well thought
out, that the benefits are in
proportion with the gain and go
to the persons really responsible
for the achievement. The debate
about salary incentive systems is
important and should be centred
on the purpose of such systems
and whether they fulfil that
purpose.

No incentive or bonus system

was in place in Landsbankinn at
year-end 2013.

7 www.unpri.org

Responsible investment

Landsbankinn signed the United
Nations Principles on Responsi-
ble Investment” at the beginning
of last year. There are six princi-
ples:

1. We will incorporate ESG
issues into investment anal-
ysis and decision-making
processes.

2. We will be active owners
and incorporate ESG issues
into our ownership policies
and practices.

3. We will seek appropriate
disclosure on ESG issues
by the entities in which we
invest.

4. We will promote acceptance
and implementation of the
Principles within the invest-
ment industry.

5. We will work together to
enhance our effectiveness in
implementing the Princi-
ples.

6. We will each report on
our activities and progress
towards implementing the
Principles.

In September, the Bank approved
a policy on responsible invest-
ment (PRI). Work is currently
under way to adjust the policy
based on sector analysis on the
one hand, whereby the social
risk of certain sectors is mapped,
and, on the other hand, on policy
guidelines that define the social
risk inherent in certain fields.
The policy guidelines apply to, for
example, certain topics such as
governance or climate change.

The intention behind the policy
is to establish an active dialogue
with the investment environ-
ment with the aim to introduce
the methodology of responsible
investment in decisions. Lands-
bankinn wishes to avoid, in so far
as possible, excluding companies
as possible investment options
and considers a strategy of ex-
clusion to be contrary to both the
interests of the Bank and indi-
vidual companies. In a nutshell,
this means that the Bank wishes
to actively communicate about
operating issues to encourage
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companies to become better
investment options.

Landsbankinn is of the opinion
that the participation of oth-

er financial undertakings and
institutions, pension funds and
the Icelandic Stock Exchange, is
necessary to implement the ide-
ology of responsible investment
in Iceland. The Bank’s first steps
have been to develop collabora-
tive relationships to introduce
this ideology in Iceland. For
that purpose, the Bank organ-
ised a conference on responsible
investment in October where a
foreign expert, a representative
of the Bank, representatives from
pension funds and companies
presented their views on the
subject.®

Transportation Agreement

The aim of the Transportation
Agreement is to provide em-
ployees with more numerous
transport options, allowing
them to avail themselves of the
transport method best suited to
each occasion, to take advantage
of eco-friendly modes of travel

Figure 3: Number of transport agreements
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Active agreements

yet have access to a car when
necessary.

The main damper on use of
eco-friendly transport methods is
the fact that the cost of operating
a car, once it has been purchased
and all due fees paid, is only a
fragment of the total cost. Lands-
bankinn has therefore empha-

sised ensuring access to vehicles
when necessary to prevent em-
ployees from having to purchase
a car. With that in mind, the Bank
offers car sharing in cooperation
with Bilaleiga Akureyrar.

The Transportation Agreement
provides that employees oblige
themselves to use modes of

8  Recordings from the meeting are available on Landsbankinn’s online discussion forum Umraedan, http://umraedan.landsbankinn.is/vidburdir/radstefnur/abyrgar-fiarfestingar-2013/.
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Landsbankinn's canteen was certified compliant with the Nordic Swan ecolable in 2013.

transport, other than a private ve-
hicle, to travel to and from work
60% of the time. The Bank reim-
burses employees for costs up to
ISK 84,000 per annum, with ISK
36,000 of that amount earmarked
for the refund of an annual pass
for public transport.

At year-end 2013, 428 employees
had signed the Transportation
Agreement. Of that number, 48
individuals have left the Bank’s
employ and 17 have terminated
the Agreement. At the end of the
year, 363 employees were active
signatories of the Agreement,
which is an increase of 38 from
the previous year.

Of the active signatories, 229 are
women and 134 are men. A ratio

of 63% women is in line with the
ratio of female employees of the
Bank.

Environmentally certified
canteen

Landsbankinn’s canteen was cer-
tified compliant with the Nordic
“Swan” ecolabel in 2013. The
Bank’s canteen produces around
600 meals each day and the can-
teen thus qualifies as a relatively
large restaurant. The Bank is

the first company in Iceland to
receive environmental certifi-
cation of its canteen; previously,
one Icelandic restaurant had been
certified by the Swan.

The certification covers most as-
pects of the canteen’s operation.

A portion of foodstuffs used
must be organic, use of dispos-
able containers and utensils

is forbidden, use of packaging
material reduced, reduce electric-
ity and water use, limit the use of
cleaning agents, increase envi-
ronmental awareness, sort trash,
limit general waste and increase
efficiency.

It is hard to gauge whether the
certification has contributed
directly to increased efficiency.
Canteen employees do, however,
maintain that the certification
has increased efficiency and gen-
eral employee satisfaction.
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Paper-free Bank

Towards the end of 2013, Lands-
bankinn created a department
responsible for ensuring the effi-
cient management of documents
(electronic and paper). The aim
is for the Bank to be paper-free
and the department is intended to
lead the development of efficient
processes involving documenta-
tion, the digitalising and reduc-
tion of forms, introduction of
electronic ID, including electron-
ic signatures and simplify docu-
mentation within the Bank.

The creation of this department
is the result and continuance of
projects related to automation,
the digitalisation of processes
and print management in the
Bank’s operation, as new print
processes adopted early last year
reduced use of paper by 50%. Use
of the new print management
system has had a positive effect,
both in terms of cost-efficiency
and environmental awareness.

» Printers now number 160 (5
types), down from 600 (80
types) previously

» The bulk of printed docu-
ments used to be in colour
and is now around 85% in
grayscale and printed on
both sides

» All printers used by the
Bank are environmentally
certified

Figure 4: Number of new students - financial instruction
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Financial instruction

The Bank’s Customer Relations
Management department handles
financial instruction and advance-
ment of financial literacy. The aim
is to ensure good knowledge of
the products and services offered
by financial undertakings, as well
as in-depth knowledge of personal
finances.

Financial instruction
in upper secondary schools

Landsbankinn has in previous
years offered financial instruction
to students of upper secondary

2013

schools with the aim of boosting
financial literacy and prepare stu-
dents to take financial decisions
in the future. This instruction is
available to all upper secondary
schools and is carried out in col-
laboration with the schools’ rep-
resentatives. The Bank does not
promote its products or services at
these events. Younger employees
of Landsbankinn have handled
instruction to upper secondary
school students in order to take
advantage of peer mentoring.

Thursday Finance Seminars

Eleven Thursday Finance Seminars were held last year and participants numbered 470

Rights of pensioners 4 evenings 150-160 participants
The Icelandic stock market 1 evening over 100 participants
Development of pension savings 1 evening 45 participants
Savings 5 evening 160 participants

Landsbankinn 2014
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Table 4: Raunveruleikurinn

Number of schools

Number of students

2012 2013 2012 2013
Spring 9th grade 39 36 1000 816
Fall 10th grade 42 39 1042 540

Guidance on innovation in
upper secondary schools

Landsbankinn offered guidance
on innovation to students of up-
per secondary schools for the first
time towards the end of 2012.
This guidance includes informa-
tion on the innovation environ-
ment in Iceland and instruction
clips on various practical aspects
of innovation.

Landsbankinn’s objective in
offering guidance on innovation
is to encourage young people to
translate their ideas into action,
be it within existing compa-
nies, schools or by establishing
their own business. In 2013, 60
students participated in innova-
tion instruction in three upper
secondary schools.

Raunveruleikurinn
Raunveruleikurinn is an inter-

active simulation designed to
provide financial and consumer

Figure 5: Number of publications on discussion forum
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instruction to the upper classes
of elementary school. Raunver-
uleikurinn is played twice each
year, once by oth and once by

Bl s

I N
Diary of Asset Fjarhagur Critique (Book
Management blog reviews)

1oth graders throughout the
country. The game provides in-
sight into the decisions a normal
individual must take and the
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Table 5: Instructions for corporates

Number of meetings

Number of participants

Lunch meetings 9 790
Instructional meetings 3 320
Breakfast meetings 13 350
Total 25 1460

opportunities and challenges he/
she faces. Raunveruleikurinn is a
four-week competition.

Umraedan discussion forum

For the past three years, Lands-
bankinn has maintained the
discussion forum Umraedan on

its website. Here, internal and ex-
ternal experts post articles on the
economy. The aim is for Umreedan
to provide an active forum for
readers who wish to be up-to-
date on financial and economic
matters.

Instructions for corporates

As part of its policy, Lands-
bankinn does its part to increase
the offering of training and
instruction available to com-
panies. Emphasis is placed on
ensuring that customers are well

informed about Landsbankinn’s
products and services, for exam-
ple, through instructional events
designed to assist customers in
utilising the solutions each prod-
uct offers to make daily activities
more effective.

Support for the community

The Marketing Department is
responsible for the Bank’s support
for the community. Landsbankinn
supports various causes with di-
rect financial contributions, both
from its Community Fund and
based on partnership agreements.
Financial contributions amounted

to around ISK 222 million in 2013.

The Bank supports social ven-
tures, including in culture and
the arts, primarily through three

9 http://bankinn.landsbankinn.is/samfelagsleg-abyrgd/studningur-vid-samfelagid/

different channels. Firstly, with
grants from the Community Fund
awarded unconditionally; sec-
ondly, based on mutually bene-
ficial partnership agreements;
and, finally, through individual
branches who support local
projects. The Community Fund
now awards five types of grants -
scholarships, innovation grants,
community grants, environmen-
tal grants and biennial athletics
achievement grants.

Offering service and advice to
customers with strong ties to the
community is also emphasised.
Finally, the Bank aims to active-
ly participate in social projects
through advice and employee
volunteerism.

Further information on Lands-
bankinn’s social involvement is
available on the Bank’s website.?
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Table 6: Grants over ISK 1 million in 2013

bréunarsjédur ferdapjénustunnar - [sland allt ario 20,000,000
Innovation grants - 19 grants 15,000,000
Community grants - 34 grants 15,000,000
The Vigdis Finnbogadéttir Institute of Foreign Languages 11,000,000
The Football Association of Iceland 8,000,000
Scholarships - 15 grants 5,400,000
Environmental grants - 15 grants 5,000,000
A allra vérum - country-wide charity promotion for the support of psychiatric care ward 3,000,000
Reykjavik Cultural Night fund 3,000,000
UMFI 3,000,000
Reykjavik Convention City 2,000,000
Umhyggja, association that supports children with long-term illnesses 2,000,000
Weekend seminars on job creation and innovation by Innovit and Landsbankinn 1,850,000
Innovit - Gulleggid 1,850,000
Akureyri Theatre Company 1,500,000
The Night of Lights, community festival in Reykjanesbeer 1,500,000
UT’ON - Iceland Music Export 1,500,000
University of Akureyri 1,000,000
Gay Pride 1,000,000
Icelandic Church Aid, domestic aid 1,000,000
Mothers’ support council, domestic aid 1,000,000
Innovation competition of the elementary schools 1,000,000
Red Cross Iceland, domestic aid 1,000,000
RIFF - international film festival 1,000,000
UNICEF, fundraising for aid to the Philippines 1,000,000
The Icelandic Fencing Association 1,000,000
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Recipients of innovation grants from the Community Fund in 2013.

Innovation service
Landsbankinn

The aim of Landsbankinn’s
innovation service is to serve and
support entrepreneurs and start-
ups, as well as their operating
environment.

The website for Landsbankinn’s
innovations services' contains
material on how entrepreneurs
can realise their ideas and found
companies. It includes informa-
tion on grants and financing
options, instructions on prepar-
ing business plans, founding
companies, financing operations
and available support.

Various funds have been estab-
lished to support innovation and
the Bank is involved in numerous
such projects.

10 http://www.landsbankinn.is/fyrirtaeki/nyskopun/

Matis (Icelandic Food and Bio-
tech R&D) and Landsbankinn
hosted an innovation compe-
tition for ideas in the food and
biotech industries that utilised
Icelandic raw materials or design.
The top ten business ideas were
offered instruction through
Landsbankinn and Matis on the
development and production pro-
cess for food and biotech, as well
as on budgeting, making busi-
ness plans and presentations for
investors. The best idea received a
cash prize.

Landsbankinn has been a sup-
porter and partner of Innovit’s
Gullegg competition since 2008,
as well as a supporter of Innovit’s
weekly Klak lunch meetings
which are a forum for discussion
about the future of the Icelandic
economy, innovation, job devel-
opment and value creation, held
in 2013.

In 2013, Landsbankinn planned
the innovation event UnCon-
ference (IIU) in collaboration
with the University of Iceland
and Massachusetts Technolo-
gy Leadership Council. Around
200 individuals participated in
UnConference 2013 and the aim
of this event is to bring togeth-
er individuals from University,
industry and entrepreneurs.
UnConference is based primarily
on active participation in dis-
cussion and private interviews
with instructors who are either
managers, investors or experts
in their fields. Participants shape
the agenda and all participants
can pose their questions either to
discussion groups or in private
sessions with experts.

Landsbankinn 2014
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Social Performance Indicators

Economic Performance EC3 - Liabilities for pension equivalent of 2% of an employee’s
Indicators payments and bonus plans total wages to a private pension
insurance scheme during the

In addition to the mandatory first three years of employment;
EC1 - Direct economic value contribution to pension plans, this contribution rises to 7% for

Landsbankinn contributes the all subsequent years. The right
Table 7: Direct economic value** 2012 2013 Change
Revenue 49,141 65,581 33%
Operating cost 9,996 8,907 -11%
Wages and related expenses 13,176 17,304 31%
Dividends to shareholders 0 9,921 n/a
Income tax and special tax 4,125 12,283 198%
Financial sponsorship 214 222 4%
Total economic contribution 27,511 48,637 77%
Economic gain 21,630 16,944 -22%
Proportion of economic contribution of gains 56% 74% 18%

11 Information on a consolidated basis
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to this payment is subject to

the same rules as other senior-
ity-linked rights accrued for
employment with other financial
undertakings.

At the end of the year, 0.3% of
shares had yet to be distributed to
employees and this was finalised
on 28 February 2014.

The Bank recognised no other
future commitments related to
incentive systems or pension
payments.

EC4 - Financial assistance
received from government

The State Treasury is the Bank’s
largest owner with a 97.9% share
and the endowment capital has
not been considered a govern-
ment grant.

ECG - Proportion of executives
from local communities

Iceland is Landsbankinn’s local
community. Six of seven members
of its Board of Directors are Icelan-
dic, all seven reside in Iceland and
all managing directors are Icelan-
dic and domiciled in the country.

EC7 - Investment in social
infrastructure and community
services

Landsbankinn has supported
the development of the Vigdis
Finnbogadéttir Institute for
Foreign Languages which works
under the auspices of the Uni-
versity of Iceland. Landsbankinn
has provided financial support
for housing construction and the
operation of the Institute. The
Vigdis Finnbogadéttir Institute
for Foreign Languages is sup-
ported on an international level,
including by the UN.

Landsbankinn and the Ministry
of Industries and Innovation
(then the Ministry of Industry)
founded the development fund
“Island allt 4rid” in November
2011 with the aim of supporting
product development projects
with the potential to extend the
tourist season in Iceland. The
fund is an important part of the
development of the Icelandic
travel industry. The Bank has
contributed ISK xx million since
the fund’s inception and also
expert advice.

ECo - Policy and proportion
of procurement from local
suppliers

Iceland is Landsbankinn’s local
community and the Bank endeav-
ours to do business with Icelan-
dic suppliers in so far as this is

Figure 6: Number
of Icelandic suppliers

Domestic Foreign-denominated

viable. In rural areas, the Bank
endeavours to do business with
local providers, provided they ful-
fil the requirements of the Bank’s
Procurement Policy.

Procurement in Iceland is in Ice-
landic krénur and accounted for
88% of total purchasing in 2013.

Procurement from abroad is for
the most part information tech-
nology and main expenditures
are as follows:
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Table 8: Ration of suppliers by core procurement Domestic  Foreign - denominated
Information technology 75% 25%
Real estate operating costs 100% 0%
Marketing costs 99% 1%
Other 89% 11%

The Customer Performance
indicators

Figure 7:

Satisfaction Index

PR5 - Customer satisfaction

Customer satisfaction is mea-
sured, inter alia, with the Ice-
landic Performance Satisfaction
Index of Capacent ehf. In 2013,
the Bank scored 62.3 points

as compared with 62.9 points

in 2012. At the same time, the
average score for banks has risen
from 60.0 to 61.6. There was no
significant difference between
the two highest-scoring banks.

Capacent measures customer loy-
alty for Landsbankinn four times
each year. A random sample of
customers responds to questions
which provide indication of their
emotional connections with their
main bank. Average customer
loyalty in 2012 went up from 3.43
to 3.55, or by about 0.12.
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PR7- Code of ethics and stan-
dards observed with respect to
marketing and deviations

The Covenant of Ethical Conduct
of Landsbankinn stipulates that
staff is to act professionally and
honestly by seeking information,
abiding by law, rules, accepted
work procedures and other crite-
ria applying to their work in each
instance.

In addition to obeying general
legislation on consumer protec-
tion and marketing, marketing
personnel are subject to guiding
ethics of the Society of Icelan-
dic Advertising Agencies'* and
the guidelines of the Consumer
Spokesman and Ombudsman for
Children on marketing targeting
children.’s

Furthermore, Landsbankinn
has regard for the regulation
on investor protection and the
business conduct of financial
undertakings No. 995/2007, the
purpose of which is to ensure
that information on investment
funds is presented clearly and
correctly.*4

There were no deviations from the
above-mentioned rules in 2013.

PR8 - Number of tips/com-
plaints regarding breaches of
confidentiality

Registered complaints from indi-
viduals numbered 709, down by
272 from the previous year.
Registered complaints from
corporates were 39 but such

12 http://www.sia.is/Sidanefnd/Sidareglur/

Figure 8: Complaints by service
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complaints were most likely more
numerous as the procedure for
complaints from corporates was
under review and development
during the year.

Human Resource
Performance Indicators

All responsibility for personnel
and instruction and training lies
with the Bank’s Human Resources
department. All main information
on human resources, equality,
terms of employment and benefits,
job development and the Bank’s
policy is available on its website.*s

LA1 - Age distribution and
employee turnover rate

At year-end, employees numbered
1241. Of that number, 46% are
university educated.

Of new hirings, 41% were men
and 59% women.

Trial employees are beginning
their employment at Lands-
bankinn. They receive permanent
employment after 3 to 6 months.
In 2013, five trial employees
quite before taking up permanent
employment with the Bank.

13 http://www.barn.is/barn/upload/files/frettir/undirritud_lokagerd_leidbein_an_adalformala_og_nedanmalsskyringa_28_1_2009x.pdf
14 http://www.reglugerd.is/interpro/dkm/WebGuard.nsf/key2/995-2007

15 http://bankinn.landsbankinn.is/mannaudur/
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Figure 9: Total number of employees by age
LA2 - Employee benefits € Gt vae

Landsbankinn employees can
receive benefits from the Con-
federation of Icelandic Bank
and Finance Employees, Lands-
bankinn Employee Association
and Landsbankinn hf. The terms
vary depending on whether em-
ployment is trial or permanent.
In some instances trial employ-
ees can enjoy the same terms as
permanent employees.

50<

30-50

All employees, both trial and
permanent, have access to a con-
sulting physician, lunch, accident
insurance, parental leave as well
as a sickness fund.

<30

0% 5% 10% 15% 20% 25% 30% 35%

Female Male

All permanent employees have
life assurance, receive disability
payments if needed and are paid
a part of the difference between
wages and payments from the
parental leave fund. A 12%
mandatory premium is paid to
pension funds. Landsbankinn
pays 6% against employees’ 4% 60
contributions to a mutual pension
insurance scheme. In addition,

Figure 10: New hirings at year-end 2013

Landsbankinn pays the equiva- 2
lent of 2% of employee wages to
a personal pension fund for the 10
first three years of employment
and 7% for subsequent years.

30

In addition to the above, employ-
ees enjoy various benefits, such
as access to summer cottages,
sports grants, transportation
grants, study grants and hobby
grants. Further information on
benefits to employees is available
on the Bank’s website'® and on o
pages 37 and 38 of the Report of
Social Responsibility for 2012.
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16 http://bankinn.landsbankinn.is/mannaudur/hvers-vegna-landsbankinn/starfskjor-og-hlunnindi/
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Table 9: Employees on parental leave 2012 2013 Change
Average number of women on parental leave 164 244 49%
Average number of men on parental leave 9.3 9.0 -4%
Average number of weeks on parental leave - women 419 42.0 0%
Average number of weeks on parental leave - men 24.6 27.3 11%

LA3 - Parental leave

The number of women on pa-
rental leave increased by just
under 50% during the year while
slightly fewer men took parental
leave. However, men took more
weeks of parental leave in 2013
than 2012. Both genders tend to
take parental leave during the
summer months and the number
of men on parental leave almost
triples during summer.

Three employees did not return to

work following parental leave.

LA4 - Minimum
term of notice

The minimum notice period for
employees is as follows:

» Trial employees - 2 months

» Permanent employees - 3
months

» Permanent employees with
more than 10 years’ work
experience at a financial
undertaking or at least 45
years of age - 6 months

LAG - Number of sick days

Employees of financial undertak-
ings have considerably extensive
rights in illness. These are linked
to length of employment, based
on a 12 month period and are as
follows:

» Trial employees have a right
to full wages for 30 days
and %2 wages for 30 days.

» Permanent employees have
a right to full wages for 3
months and Y2 wages for 3
months.
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» After 10 years of employ-
ment the right to full wages
is for 4 months and % wages
for 4 months.

» After 15 years of employ-
ment the right to full wages
is for 6 months and % wages
for 6 months.

» After 20 years of employ-
ment the right is 12 months
of full wages.

Work related illness is not record-
ed separately as these are most
frequently musculoskeletal prob-
lems which may also be caused
by other factors than the work
environment.

The average number of sick days
was 6.91 in 2013 and 6.92 in 2012.

LAog - Average number
of training hours

The Bank’s educational offering
focuses on providing employees
with the knowledge and skills
necessary to succeed in their

Figure 11: Instructional events - content
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The Bank's products
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Figure 12: Instructional

events - participation

work. Emphasis is placed on
empowering the individual and
employees are encouraged and
receive financial support to at-
tend school and seek instruction
outside the Bank.

The average number of training
hours per full-time equivalent
position in 2013 was 14.7 hours,
excluding training for new em-
ployees. The number of training
hours includes events attend-
ed by employees in-house and

education sought externally with
financial support from the Bank.

LA1o - Knowledge develop-
ment, continuing education
and retirement

Study courses available to front-
line employees in branches

From 2012, front-line employees
have attended three study cours-
es intended to ensure that they
possess the knowledge necessary
to their work. The study courses
are the Teller, the Retail and the
Corporate courses. The aim is for
all front-line employees to com-
plete these study courses before
year-end 2015.

Participated in
instr. events

Did not participate
in instr. events

Figure 13: Average number of hours spent on education by division
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Figure 14: Hours spent on education by gender and position
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Certification of financial advisors Management training - Exempla-  Scholarships

Landsbankinn is an active partic-
ipant in the project Certification
of Financial Advisors. The project
is under the auspices of the Ice-
landic Financial Services Asso-
ciation (SFF) and the financial
undertakings collaborate with
the Ministry of Industries and In-
novation, Bifrost University, the
School of Business of the Univer-
sity of Iceland and the School of
Business of Reykjavik University.
In spring 2014, some 40 employ-
ees of Landsbankinn will receive
certification as financial advisors.

ry Leadership 2012-2015

In early 2012, Landsbankinn
initiated a management training
programme under the heading
Exemplary Leadership. During
the year, managers attended
courses in streamlining, per-
formance management, human
resources management and
efficient work processes, sales
and service management and
negotiation techniques. Manag-
ers are also encouraged to utilise
executive coaching in their job
development.

Landsbankinn’s employees can
apply for grants to seek continu-
ing education and other instruc-
tion outside the Bank. In 2013,
235 employees took advantage of
such grants. Around 100 employ-
ees received grants for studies
alongside employment, such as
to complete university entrance
diplomas, university diplomas or
legal certification.
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Retirement course

Landsbankinn regularly offers a
retirement course. The course is
intended for employees who will
retire within the next two years.
Last year, 32 employees attended
the course and around 50 employ-
ees have attended the course in
the past two years.

LA11 - Performance evaluation

Last year, performance evaluation
replaced employee interviews.

All employees of Landsbankinn
are invited to participate in
performance evaluation. In total,
1141 employees underwent such
evaluation, or 87% of individuals
employed during the period.

LA12- Gender balance among
managers and employees

LA13 - Ratio of salary of men
to women by employee cate-

gory

Women’s salaries have decrease
slightly as a ratio of men’s sala-
ries from the previous year. The
largest influencing factor is that
in 2012, female branch managers
were, on average, paid higher
wages than men and this trend
was reversed in 2013. It is the
policy of Landsbankinn to pay
individuals the same salary for
equally valuable positions.

LA16 - Work procedures and
number of comments on hu-
man resources issues

Landsbankinn does not maintain
a register of disputes linked to
human resource issues. In the
event of dispute or other prob-
lems requiring attention, the
proper course is for employees to
turn to their immediate superior
who is responsible for resolving
the matter or escalating the mat-
ter to Human Resources if nec-
essary. If the dispute is centred
on the relationship between the
employee and his/her immediate
superior, the employee can turn
directly to Human Resources.

Figure 15: Hours spent on education by gender and position
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Figure 16: Comparison of wages paid to men and women
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Most issues are resolved without
involvement by Human Resourc-
es and as a result, no information
is available on the number of
comments of disputes.

An equal rights committee and
an ethics committee are active
within the Bank and employees
can bring matters to the atten-
tion of these committees if they
are concerned about potential
violations of the Code of Ethical
Conduct or the Bank’s equality
policy by other employees or the
Bank itself. In 2013, one matter
was brought to the attention of
each committee.

Social Performance
indicators

Most of the social indicators that
apply to Landsbankinn have to
do with actions, prevention and
responses to corruption, conflicts
of interest and money laundering.
The Bank’s Compliance depart-
ment is responsible for monitor-
ing these issues.

SO 3 - Percentage and total
number of business units
analysed with respect to cor-
ruption

Compliance performed a risk as-
sessment for fraudulent activity

across all segments of the Bank
in 2013.

Conflicts of interest

Landsbankinn’s rules on the
management of operational risk
state that “all functions and units
shall perform a coordinated risk
assessment of operational risk at
least every two years”. The risk
assessment is based on a self-as-
sessment and special methodolo-
gy used in risk classification.

Conflicts of interest are a known
type of operational risk. To en-
sure that a review of possible con-
flicts of interest be incorporated
into the regular risk assessment,
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the decision was taken to include
questions on conflicts of interest
in the self-assessment as of fall
2012.

Since the review of conflicts of
interest became a part of the
operational risk assessment,
46 divisions / units of 71 have
completed the risk assessment,
or 65%.

Measures against money
laundering

In 2013, Compliance assessed risk
on account of money laundering
in all the Bank’s divisions.

S04 - Information disclosure
and training in anti-corrup-
tion policies and procedures

A new Board of Directors was
elected by Landsbankinn’s
annual general meeting in 2013.
Emphasis was placed on ensur-
ing that all Directors received
appropriate training and were
familiar with corporate gover-
nance, Directors’ obligations and
responsibilities, business ethics,
the role and work procedures, as
well as legal and financial duties,
of Board members.

In addition to the training de-
scribed in this chapter, there are

regular courses on measures to
prevent money laundering and
conflicts of interest and these
issues are also addressed during
the training of new employees.

SO 5 - Actions taken in
response to incidents of
corruption

Conflicts of interest and
misconduct

Landsbankinn’s rules on mea-
sures to prevent conflict of
interest detail Landsbankinn’s
actions to prevent conflicts of
interest from negatively affecting
customers. The rules also identify
possible conflicts of interest that
may arise between customers,
between customers and the Bank
and within the Bank.

Landsbankinn has set various
other special guidelines to pre-
vent conflict of interest, includ-
ing rules on the separation of op-
erating segments (Chinese walls)
and access to facilities, rules on
employees’ security transactions,
rules on insider trading and gen-
eral rules on work procedures.

There is a set procedure for
dealing with employee miscon-
duct. Compliance receives notices
of employee misconduct and

handles such cases in cooperation
with Internal Audit and the Legal
Department.

Landsbankinn has also adopted
rules on protection and support to
whistle blowers.

In 2013, there was no instance

of alleged misconduct and/or
corruption. Landsbankinn has not
become aware of any such cases
related to its suppliers or service
providers and has not had to

take any action because of such
reasons.

Measures against money
laundering

Landsbankinn’s rules on mea-
sures to prevent money launder-
ing and terrorist financing stipu-
late the main actions taken by the
Bank to prevent such practices,
such as due diligence checks

of customers, the obligation to
report any suspicion, instruction
to employees and control.

In March 2013, the Financial
Supervisory Authority (FME)
presented the result of an audit
of Landsbankinn’s monitoring of
money laundering and terrorist
financing. It was the conclusion
of the FME that Landsbankinn’s
actions on the whole fulfilled
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general requirements provided
for in Act No 64/2006, on Actions
to Combat Money Laundering
and Terrorist Financing, and
Guidelines No. 3/2011.

S06 - Value of contributions
to politicians, political parties
and related associations

No contributions were paid to
politicians, political parties or
related associations in 2013

as political organisations and
candidates are not authorised to
receive contributions from com-
panies where a state or a munici-
pality holds control or a majority
share.”

SO7 - Remarks regarding
anti-competitive behaviour,
monopoly practices and their
outcomes

In 2013, the Icelandic Competi-
tion Authority presented its deci-
sion on Landsbankinn’s purchase
of share capital in Istak hf. The
Authority set certain conditions
for the Bank’s takeover, including
on the speedy sale of [stak and
measures to limit possible distor-
tion of competition.

Landsbankinn and the Authority
reached an agreement concerning
these conditions.

Landsbankinn was not subject-
ed to penalties for competition
issues in 2013.

SO8 - Monetary value of fines
and number of cases where
Landsbankinn has not com-
plied with laws and regula-
tions

Regulatory bodies made no
remarks on Landsbankinn’s
operations in 2013. Remarks here
means serious issues that are not
considered comments and are
published on the FME’s web-

site as part of its transparency
policy or by another comparable
authority.

SO11 - Number of remarks/
complaints because of the
Bank’s social impact

No register is maintain of re-
marks about “the Bank’s social
impact”, but comments made in
the categories “Landsbankinn”
and “Unclassified” might fall
under the scope of this category.
They are 27% of total comments..

Human rights

HR1 - Number and proportion
of important investment agree-
ments that contain provisions
on or have been assessed based
on human rights concerns

Landsbankinn has not compiled
statistics on how or to what extent
human rights are protected in
investment or credit agreements.
Following the Bank’s signing of
the United Nations Principles on
Responsible Investment, work has
begun on how best to implement
such an assessment in relation to
investment and lending.

HR 5 - The number of operat-
ing units and suppliers iden-
tified in which the employee
right to exercise freedom of
association and collective
wage bargaining may be at
significant risk, and actions
taken to secure these rights

As Landsbankinn operates only
in Iceland it is assumed that
there is a low risk of violations of
employee rights concerning the
right to collective wage bargain-
ing and freedom of association.

17 According to Act No. 162/2006, on the Financial Affairs of Political Organisations and Candidates and Their Duty to Provide Information.
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It is not considered likely that do-
mestic suppliers of Landsbankinn
are in violation of these provi-
sions but no dedicated analysis
has been carried out.

Environmental Performance
Indicators

EN1 - Use of office supplies

Financial services make no direct
use of raw materials. The main
items disclosed by the Bank are
employee travels to and from
work, paper consumption and the
use of printed material and chem-
icals for cleaning purposes.

Cleaning

ISS handles cleaning of just under
33 m2 of the Bank’s housing, or
around 66.5% of total facilities
occupied by the Bank. 228 litres of
cleaning agents are used daily and
98% of the agents used are ecola-
belled, either by the Nordic Swan
or the EU Ecolabel. ISS has been
certified by the Nordic Swan.

In addition to daily cleaning, var-
ious projects are carried out that
do not support ecolabelling or the
use of ecolabelled products. These
projects necessitated the use of
1223 litres of cleaning agents, 30
litres of which were ecolabelled.

Use of paper

In early 2013, Landsbankinn

took action to minimise the

use of paper. Firstly, the Bank
stopped sending printed business
statements to customers unless
especially requested and, second-
ly, the Bank began using a cloud
system to control the printing of
employees. These actions resulted
in a 50% reduction of paper use
between years, from 37.1 tonnes in
2012 to 106.6 tonnes in 2013.

This is the equivalent of:

» Around 13 kg per full-time
equivalent position

» Around 150 grams per cus-
tomer, or 30 pages

Printed material

Use of paper in published materi-
al amounted to 25.2 tonnes. 14.1
tonnes was printed on ecolabelled
paper. The amount of printed ma-
terial thus amounts to 220 grams
per customer.

All printed material published by
Landsbankinn was certified by
Nordic Ecolabel the Swan.

EN 3 - Energy use

Square metres occupied by
Landsbankinn decreased by

56,272 to 49,373 m2 and reduced
energy use is a result of that
change.

Use of electricity

Landsbankinn has access to ex-
haustive information about use of
electricity for 42,608 m2 or 86.3%
of total square meters occupied.
Electricity consumption was
6,087 MWh for these square me-
tres. The Bank does not have ade-
quate information about electric-
ity use in rented housing where
electricity is included in the rent
or other operating expenses. Total
use is estimated at 8.096 MWh,
or 164 kWh /m2 which is 26 kWh/
m2 less than in 2012.

Hot water consumption

Information about hot water
consumption is subject to the
same limitations as information
about electricity use as it is some-
times included in rent or other
expenses. Heating utilities state
consumption in cubic meters of
water, not energy content. This
impedes any comparison as water
temperatures can vary greatly
between areas.

Landsbankinn has information
about hot water consumption for
28,213 m2. Measured hot water
consumption was 133,769 m3 or
4,74 per square meter. This is an
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Table 10: Fuel consumption

Fuel Use (dm3) Energy content (kWh/dm3) Energy consumption (kWh)
Petrol 11,646 8.98 104,634
Diesel oil 24,752 9.92 245,579
Methane 7,076 10.17 71,963
Total 422,176
Table 11: Direct emission of greenhouse gases

Fuel Use (dm3) Carbon dioxide (tonnes)
Petrol 11,646 26.7
Diesel oil 24,752 65.3
Methane 7,076 0
Total 92

increase of 0.64 cubic metres per
square metre from the previous
year.

Fuel consumption

The Bank operated 24 vehicles
and they were driven a total of
440,280 km or an average of
18,345 km per vehicle. Fuel use
due to employee driving was as
follows:

Fuel use, measured in kWh, has

decreased from 487,085 KkWh to
422,176 kWh or by 13.3% be-
tween years.

EN15 - Direct emission
of greenhouse gases

Direct emission of greenhouse
gases is due to fuel consumption,
cf. point EN3.

Emission of greenhouse gases
has decreased by 20% from the
previous year, primarily be-

cause the Bank’s vehicle fleet
was renewed around mid-year
2012 and more energy-efficient
vehicles purchased for urban use.
The average emission of carbon
dioxide by smaller passenger cars
and transport vehicles was 209
grams/km.

Landsbankinn offsets emissions
of greenhouse gases for 2013
with Kolvidur. The offset amount-
ed to ISK 183,933 which pays for
the planting of 863 trees.
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EN16 - Indirect emission of
greenhouse gases

Indirect emission of greenhouse
gases refers to emission from the
power production of energy com-
panies. All energy used by Lands-
bankinn is from district-heating
plants (geothermal heat) or
hydroelectric power plants. Both
sources are renewable energy
resources which do not cause the
emission of greenhouse gases.
Indirect emission of greenhouse
gases due to heating and electric-
ity is thus nil.

EN17 - Emission of green-
house gases due to energy use
external to the company

Energy use external to the com-
pany refers to energy use directly
attributable to the company’s op-
erations yet through the agency
of other companies. This refers

to service purchased from other
companies, such as flights and
other travel.

Air travel abroad

There has been a considerable
increase in the air travel of
employees to and from Iceland,
increasing from 275 in 2012 to

428 in 2013. These numbers are
not fully comparable between
years, as figures for 2012 cover
flights to and from Iceland while
20173 figures also cover connect-
ing flights abroad.

Total emission of greenhouse
gases due to air travel abroad was
215.6 tonnes, which is an increase
of 101 tonnes. Average emission
also increased from 410 to 503 kg
per flight.

Landsbankinn offsets green-
house gas emission due to air
travel with Kolviour. The offset
amounted to ISK 449,188 which
pays for the planting of 2,072
trees.

Domestic air travel

This is the first time Lands-
bankinn accounts for the domes-
tic air travel of employees for
work purposes. Employees went
on a total of 1244 flights in 2013.
Greenhouse gas emission from
these trips amounted to 95.6
tonnes. The trips are offset and
the cost amounted to ISK 191,319
which pays for the planting of
898 trees.

EN18 - Emission of green-
house gases in proportion
to company size

Total emission of greenhouse
gases during the year was 403.2
tonnes, or 341.2 kg per employee.
This equals 147 litres of petrol
per employee.

Landsbankinn offsets this emis-
sion and the cost amounted to
ISK 824,440 which pays for the
planting of 3,833 trees.

EN19 - Measures to reduce the
emission of greenhouse gases
and results

In addition to renewing the
Bank’s vehicle fleet in 2012,
which led to at least a 20% reduc-
tion in carbon dioxide emission
in 2013, the Bank is currently
experimenting with energy man-
agement systems at headquarters
with the aim of reducing energy
use.
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Figure 17: Segregation
of waste

Mixed Sorted

EN2o0 - Emission of
compounds that are
ozone depleting

Landsbankinn used a total of 5.5
kg of coolants in its operations.
These are the hydro fluorocar-
bons R407C, R404a, R134a and
R413a, none of which are ozone
depleting. These substances have
a relatively high greenhouse
effect. Emission of cooling medi-
ums from the Bank is equivalent
to the emission of 11 tons of
carbon dioxide.

EN22 - Waste volume

Total volume of waste during
the year amounted to 216.6 tons,
representing an increase of 28
tons from the previous year. This
increase is for the most part the
result of construction waste from
reconstruction of housing in
Borgartun and renovation of the
Bank’s facilities in Vesturbeer.

Some headway has been made

in sorting waste during the year,
with mixed waste decreasing by
12 tons between years even while
total waste increases.

Table 12: Treatment of waste

Mixed waste 96,602
Sorted 120,062
Organic compost 21,910
Sorted 19,460
Construction material 44,676
Data expunction, paper 30,326
Data expunction 2,999
Hazardous material 691
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From the signing of the agreement with Kolvidur to offset Landsbankinn's carbon emissions.

EN27 - Environmental impact
of products and services

The Bank has emphasised three
main points concerning the envi-
ronmental impact of products
and services.

Great emphasis has been placed
on reducing paper use, both
internally and externally. Paper
use has decreased by just under
20 tons and work is in progress
to digitalise forms to further
reduce reliance on paper.

The Bank offers “green” vehicle
financing at favourable interest
rates and discount on borrow-
ing charges for the purchase of
vehicles that emit less than 120
grams of carbon dioxide for each
driven kilometre.

In 2013, the Bank introduced
its approach to the implemen-
tation of PRI, or responsible
investment. It involves sector
and strategy standards that

take environmental issues into
consideration. This policy will be
further refined during the course
of this year and next.

EN31 - Investment in the en-
vironment and cost by type

Landsbankinn has not gathered
information on expenses incurred
for environmental management.
The main expense items are:

» Renewal of vehicle fleet

» Offset of carbon emissions

» Ecolabelling of canteen

» Implementation of a print
management system

» Waste - sorting, disposal
and landfilling

» Reimbursement under the
terms of the Transportation
Agreement

In the above-mentioned cases,
with the possible exception of
carbon offsetting, the projects
have led to cost-efficiencies to
net expenses. For this reason it
is hard to determine the actual
cost/benefit of these projects.

Financial indicators

FS13 - Access to banking
services

Banking services are constantly
developing and all general bank-
ing services can now be provided
via self-service solutions, ATMs,
over the phone or online banking.
Landsbankinn is of the opinion
that Iceland is fast trending
towards becoming cash-free and
once that happens, banking ser-
vices can be provided irrespective
of physical location. While cash
is still in use, there is a need for
minimum service throughout the
country. In 2013, Landsbankinn
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Table 13: Service visits

Reykjavik

Hrafnista Senior Citizens’ Care Home in Reykjavik, once weekly Senior citizens’
service block Haedargardi and Furugerdi once monthly

South Iceland

Senior citizens’ residents in Selfoss and Kirkjuhvoll, Hvolsvéllur, once weekly

Akranes

Hofdi, Senior citizens’ residence, once weekly

Grundarfjordur

Fellaskjél, once weekly

West Fjords

Flateyri, Biludalur, Stidavik and Reykhdélahreppur, once weekly

Sudurnes

Vogar once weekly and Gardur twice weekly

East Iceland

Eskifjordur, Faskrudsfijorour and Stodvarfjordur once weekly

closed several branches in East FSS 14 - Specialised customer locations where branches have
Iceland and the West Fjords. service been closed down, and the Bank
also visits senior citizens and oth-
In order to keep providing mini- Landsbankinn has been obliged ers unable to leave their homes.
mum services, the Bank operates  to restructure operations with
ATMs,*® or sends employees measures that have included both  In addition to the locations men-
to make regular visits to the the capital area and other areas, tioned above, the Bank visits the
communities that used to have in branches and in headquarters. hospital at Vopnafjorour and the
branches. Details about service Landsbankinn has, nevertheless, nursing home at Hornafjérdur as
visits are presented in Table 13. maintained service visits to those  needed.

18 Information on ATMs is available on: http://www.landsbankinn.is/default.aspx?PagelD=d5969bec-c25e-4746-b42b-e90d9f906ab6
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Reference File

The Report is prepared with In instances where indicators are  Indicators marked N/A are con-
reference to GRI principles. The not reported or partly reported it  sidered not relevant to Lands-
Report in its entirety and individ-  is because information is missing bankinn.
ual information sources have not  or has not been available in an
been verified by external parties.  accessible/comparable format in The Reference File is available
the Bank’s information systems. on www.landsbankinn.is/sam-
felags-skyrslur
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