Corporate Governance Report 2016

Application by Nordea Mortgage Bank Plc

Nordea Mortgage Bank Plc was registered as a Firmislic limited liability company following the
completion of the demerger of the allocated balatezt from Nordea Bank Finland 1 October 2016iand
commenced its mortgage bank operations on the dammneNordea Mortgage Bank Plc is a wholly-owned
subsidiary of Nordea Bank AB (publ), the listedgrarcompany of the whole Nordea Group. The Nordea
Group is referred to as “Nordea. All the operatiohbdlordea Mortgage Bank Plc are integrated in® th
operations of the Nordea Group. Nordea has eshedolithe corporate governance framework at grougd Evd
the framework is reviewed on a continuous basferination on corporate governance in Nordea argl thi
report are available on www.nordea.com. Nordea e Bank Plc has given a description of governance
arrangements in accordance with the Act on Craediitutions available on www.nordea.com.

Strong corporate governance is about companiesgaiear and systematic decision-making procesises,
providing clarity about responsibilities, avoidiognflicts of interest and ensuring satisfactorginal control,
risk management and transparency. Commitment tdé& mission and vision requires the integratibn o
sound corporate governance practices into regulsinbss activities to attain — as far as possil@leeempany
that is both well governed and well managed.

Nordea follows generally adopted principles of aogie governance including the rules and princip&dorth
in the Swedish Code of Corporate Governance. Aljhahe codes differ in details between the cousittizey
are all based on the general international devedopmnd common Nordic approach within this field &mus
show a fundamental resemblance to one another.

Nordea Mortgage Bank Plc submits this CorporatedBmance report as an issuer of bonds. This rejpsrt h
been prepared following the guideline on Corpofadeernance Statement in the Finnish Corporate Gavee
Code 2015. This report is submitted as a sepagptetrfrom the Annual Report 2016 and it is avddain
www.nordea.com.

The Board of Directors and the Board Audit Commaitté Nordea Mortgage Bank Plc have reviewed this
Corporate Governance Report.

On Internal Governancein Nordea M ortgage Bank Plc

General Mesting
Nordea Mortgage Bank Plc (“Bank”) is the wholly-osehsubsidiary of Nordea Bank AB (publ). The General
Meeting is the highest decision-making body.

TheBoard of Directors

The Board of Directors of Nordea Mortgage Bankdall be responsible for the administration of Blagk

and the appropriate organisation of its operatiand, for representing the Bank. The Board of Daeccof
Nordea Mortgage Bank Plc consists of seven membeeosof which are external board members. According
the Articles of Association, the Board of Directstsll consist of not less than three and not ritar seven
members. The Board of Directors shall appoint thai@nan and the Deputy Chairman of the Board.

Members of the Board of Directors of Nordea Mortg&ank Plc until 31 September 2016 were Topi Manner
(Chairman), Riikka Laine-Tolonen, Ola Littorin, Ni.uomanen and Jussi Mekkonen.

As from 1 October 2016 until 31 October 2016 theriers of the Board were Topi Manner (Chairman),
Hanna-Maria Heikkinen, Riikka Laine-Tolonen, Olatarin, Nina Luomanen and Jussi Mekkonen.

As from 1 November 2016 the members of the Boaedlapi Manner (Chairman), Hanna-Maria Heikkinen,
Riikka Laine-Tolonen, Ola Littorin, Nina Luomanehyssi Mekkonen and Markku Pehkonen.

Further information on the members of the Boar@®ioéctors can be found in the section of “Managenaerl
auditors” in the Annual Report 2016 of Nordea Magg Bank Plc and on www.nordea.com.

The term of office of the members of the Board @kbtors employed by the Nordea Group shall exgiréne
end of the ordinary general meeting which nexbfel the election as stated in the demerger plam t&itm of
office of the external members of the Board of Biioes shall continue until further notice. The retient age
for members of the Board of Directors shall be 70.



Of the members of the Board of Directors Hanna-m&feikkinen and Markku Pehkonen are independent of
Nordea Mortgage Bank Plc and its shareholders. Mapiner (Chairman), Riikka Laine-Tolonen, Ola Littg
Nina Luomanen and Jussi Mekkonen are all emploiyettee Nordea Group. Topi Manner is as from 1 July
2016 a member of Nordea Group Executive Managemiame of the members of the Board of Directors take
part in the day-to-day management of Nordea Moedzank Plc.

The Board of Directors shall, in the Charter fag Board of Directors of Nordea Mortgage Bank Plpraped
by it, confirm the authorisation to act for andlmhalf of the Bank and the distribution betweenrttembers of
the Board of Directors and the Chief Executive €#fi(“CEO”).

According to the Charter for the Board of Directof$Nordea Mortgage Bank Plc, the Board of Direstisr
responsible for the organisation and administratibtne Bank and its business.

The Board shall manage the Bank’s affairs with eigertise and care in accordance with legislatioa,
Articles of Association, the present Charter ansesbing Group management’s decisions and instmstio

The Board shall ensure that it has requisite kndgdeof the Bank’s affairs in accordance with legfisih and
the Articles of Association.

The Board shall ensure that it has requisite kndgéeof the Bank’s position, business developmedtresks as
well as other circumstances of material signifieatecthe Bank’s operations.

The Bank’s operations are fully integrated into adea Group.

It is particularly incumbent upon the Board of Directors to:

a. establish the Bank’s overall organisation,

b. ensure that the Bank’s organisation with resfmeaccounting, management of funds and the Bank’s
financial circumstances generally includes sattsfgccontrols,

C. approve the risk strategy and other strategadsgas well as see to it that the surveillancéefgoals
and strategy is reliable

d. appoint and discharge the Bank’s Chief Execu@iffecer and Deputy Chief Executive Officer and

exercise supervision to ensure that the Bank’s @&Hs his or her obligations,

determine matters relating to the funding ofpana,

resolve on and submit annual reports and inteejports for the Bank,

regularly monitor and assess the Bank’s andbaim group’s financial situation and risks,
convene and prepare items for the Annual Gehdeating.

sQ o

The Board has approved a policy for the Bank ireotd advance diversity in the composition of ttuagl.
The gender balance shall be promoted when appgimiambers of the Board of Directors. The Bank shall
strive for equal gender distribution between thedges and shall actively scout for suitable boaedniver
candidates of both genders in order to ensurghieatqual representation of the genders in thedbe#irbe
achieved and maintained.

Thework of the Board of Directors

In 2016, the Board held 6 meetings. One meetinghessin Helsinki while 5 meetings were held per
capsulam. All board members except Ola Littorineveresent in the physical board meeting. The Board
regularly follows up on the strategy, financial pios and development as well as risks. The finalntzirgets
and the strategy will be reviewed on an annualsb#si2016, the Board dealt with for example issetsted to
commencement of its activities, AML, internal caitand compliance, recovery planning details angsing
loan and covered bond market.

The Secretary of the Board of Directors is Tarjankén, Chief Operating Officer of Nordea MortgageB&Ic.

Board committees

The Board of Directors of Nordea Mortgage Bankiis one Board committee: the Audit Committee. The
Audit Committee has tasks set out to it in the éweiCredit Institutions and in the Charter for thed
Committee approved by the Board of Directors ofdéar Mortgage Bank Plc.



The composition of the Audit Committee is:

Hanna-Maria Heikkinen (Chairman)
Markku Pehkonen
Satu Vartiainen

The Audit Committee assists the Board in ensutireguality of NMB's financial reporting process andhat
connection review and monitor NMB'’s quarterly fic#ad reporting and the external auditors’ reporikey
matters arising from their audit of NMB’s financithtements and to review of NMB’s annual and inter
reports. The Audit Committee assesses that the geamant takes necessary corrective actions in dytime
manner to address control weaknesses in relatiiretéinancial reporting, non-compliance with laws,
regulations and policies, and other problems ifiedtby the internal and external auditors. Theli\u
Committee shall receive update on NMB's risk mamaget issues. The Audit Committee shall review the
external audit plan. Further the Audit Committealkhssess in discussions with the external awglitee threats
to their independence and the safeguards appligiitigate those threats as documented by themptator
and establish guidelines on the provision of offeevices in addition to audit that the externalitausl are
allowed to provide to NMB, and annually review thdernal auditors’ disclosure of such other ses/ied
shall assess and ensure that the internal anchektarditors annually confirm in writing their impiality and
independence. The Audit Committee shall review Glannual risk assessment and audit plan as wéllAs
periodic reports, including the audit log. The Audommittee shall prepare election of the exteaualitor
prior to the Annual General Meeting and shall atiguaview the Audit Committee Charter

Chief Executive Officer (CEO), Deputy CEO and Management Group
Nordea Mortgage Bank Plc has a Chief Executivec®ff(CEO) and a Deputy CEO.

The CEO of Nordea Mortgage Bank is Thomas Millet @omi Yldstalo acts as his deputy.

The CEO of Nordea Mortgage Bank Plc has establishd@nagement Group to assist and support hinein th
management of the daily operations of the Bank. Mlaeagement Group consists of the CEO, the Chief
Financial Officer (“CFO”) of the Company, the ChRisk Officer (“CRO") of the Company, the Chief
Operating Officer (“COQ”) of the Company and then@iance Officer.

Chief Risk Officer

Nordea Mortgage Bank has a Chief Risk Officer (CRIle CRO is an independent 2nd line of defende ris
management function within the Nordea Mortgage Bdile CRO shall provide a complete view of whole
range of risks in the Nordea Mortgage Bank to tharB of Directors, ensure coordination of risk ngamaent
activities and adequate risk management set-upeitegal entity.

Compliance

According to the Nordea Operational Risk Policy #me Charter for Group Compliance, Group Compliaace
a unit organisationally placed under the CEO indéarBank AB (publ) and is responsible for develggnd
maintaining the framework for managing compliarisks. The network of Compliance Officers (COs) with
reporting lines within the Compliance functionrigieépendently managing compliance risk and reporéing
therefore providing the Group Compliance Officethwindependent reports. These reports provide itgptite
Group Compliance Officer’s quarterly compliancearo the Chief Executive Officer, the Board of&itors
of Nordea Bank AB (publ) and its subsidiaries inlthg the Board of Directors of Nordea Mortgage Bé&d

Insider Administration

The Nordea Group and Nordea Mortgage Bank Plc magecordance with laws and regulations in the afle
issuer and broker established insider registersadogted insider guidelines applicable to the wihalek.
According to the guidelines, members of the BodrDicectors, the CEO and the Deputy CEO, external
auditors and deputy external auditors as well asag@ment group members and other relevant persons
following separate decision and notification prases are restricted from trading in Nordea shanelsralated
instruments during other period than two weekofeihg publication of the Group’s interim reportedarding
other financial instruments the above mentioneditepofficials and other relevant persons may mgfage in
short time trading where the time between acquisitif ownership of certain securities, and theridezl or
actual disposal or execution of the securitieh@ter than one month (“the one-month rule”). Nerdiéortgage
Bank Plc reports on governance and follow-up ofsukegarding insider registers and trading innfire
instruments to the Finnish FSA on an annual basis.



Report on the key aspects of the systemsfor internal control and risk management regarding financial
reportsfor the Financial Year 2016

Nordea Mortgage Bank Plc belongs to the Nordea (Beod the internal control and risk managementsyst
in relation to the financial reporting process arganised at Nordea level. Financial reporting psses are
fully integrated within Nordea. The Board of Direct of Nordea Mortgage Bank Plc monitors finanaiadl
risk reporting at Nordea Mortgage Bank Plc leveal as dealt with the risk reports at Nordea MoréggBgnk
Plc level. Nordea Mortgage Bank Plc complies with Group directives and supporting instructionth&o
extent applicable.

Internal Control Process

The Internal Control Framework is established ey@roup Board of Directors, carried out by manageraad
other staff at Nordea and is designed to providearable assurance regarding objective fulfilmem¢ims of
effectiveness and efficiency of operations, religbof financial and non-financial reporting, cotigmce with
external and internal regulations, safeguardingsskts as well as sufficient management of riskisein
operations. The Internal Control Framework is basefive main components: Control Environment, Risk
Assessment, Control Activities, Information & Commization and Monitoring.

The framework for the Internal Control Process aimnsreate the necessary fundamentals for thesentir
organisation to contribute to the effectiveness lsigth quality of internal control through, for iasice, clear
definitions, assignments of roles and responsisliand common tools and procedures.

Roles and responsibilities with respect to integmaitrol and risk management are divided into thiress of
defence. In the 1st line of defence, the busingganisation and Group Functions are risk ownerd, thas
responsible for conducting their business withak exposure limits and the risk appetite and iroedance
with the decided internal control and risk managerfimmework. As the 2nd line of defence, the caiged
risk control functions are responsible for actadtisuch as, identifying, assessing, monitoringtrotimg and
reporting of issues related to all key risks indghgdcompliance with internal and external framevei@roup
Internal Audit (GIA), which is the 3rd line of defee, performs audits and provides assurance telstéders
regarding governance, risk management, and comtocksses.

The systems for internal control and risk managérogfinancial reporting are designed to providas@enable
assurance about the reliability of financial repaytand the preparation of financial statementsefdernal
purposes in accordance with generally accepteduatiog principles, applicable laws and regulaticars]
other requirements for listed companies and issofeoends. The internal control and risk management
activities are included in Nordea’s planning ansbrgce allocation processes. Internal control &id r
management of financial reporting in Nordea caddscribed in accordance with the original COSO
framework as follows below.

Control Environment
The control environment constitutes the basis fordéa’s internal control and contains the culturé @alues
established by the Board of Directors and Groupchktiee Management of Nordea Bank AB (publ).

A clear and transparent organisational structucd importance for the control environment. Nordealisiness
structure aims to support the overall strategyhsttong business momentum and increased requiteroBn
capital and liquidity. The business and the orgatios are under continuous development.

Clear roles and responsibilities are critical ia overnance of Internal Control over Financiabrépg where
the risk owners in the business areas and the Gfmamce & Business Control are responsible foritie
management activities. A risk management functigpsrts the Group CFO in maintaining a Group wiele s
of controls (defined as Accounting Key Controls @J; in line with the risk framework, which covele
controlling of risks and the risk identificationqmess, that to a large extent is based on theldmiseess and
financial closing processes in place. An independsk control function that is responsible for idiying,
controlling and reporting on financial reportingkihas been established in Group Risk Managemé&xM{jG
GIA is assessing whether all significant risks idemntified and appropriately reported by manageraedtthe
risk functions to the Board and its committees whéther all significant risks are adequately cdfed GIA is
also challenging management to improve the effenottgés of governance, risk management and internal
controls.



Risk Assessment

The Group Board of Directors bears the ultimat@aesibility for limiting and monitoring Nordea’ssk
exposure.Risk management is considered to be egraitpart of running the business. The main resipdity
for performing risk assessments regarding finarrejpbrting risks lies with the business organisatio
Performing risk assessments close to the businessases the possibility of identifying the mo$évant risks.
In order to govern the quality, central functiotipate in governing documents when and how these
assessments are to be performed. Examples ofssasaments, performed at least annually, are @aalit
Risk Analysis for changes and Risk and Control 8efessments.

Risk assessment in relation to reliable finan@glorting involves the identification and analysisisks of
material misstatements. Financial risk control wiorklordea focuses on risks and processes whicll ¢ead
to material financial misstatements, i.e. if, ie fight of surrounding circumstances, the magnitidiae item
is such that it is probable that the judgment odasonable person relying upon the report woule: teeen
changed or influenced by the inclusion or correctibthe item. Risk assessment procedures deteiminkich
divisions, locations and/ or processes risks fotena financial misstatements exist and therefoiteneed to
be monitored under the Accounting Key Control framek to ensure reasonable assurance of the rétjabfl
Nordea’s external financial reporting.

Control Activities

Examples of control activities in Nordea:

Entity Wide Controls

Group Accounting Manual, Financial Control
s Principles, Group Valuation Committee,
numerous analyses in Management

Reporting
Entity
Cw'(del Transaction Level Controls
e Reconciliations, approvals, financial
controlling analysis, authorisation, automated
controls and intra Group eliminations
'y e/
Transaction Level Controls

IT General Controls

Controls over access, systems development
and deployment, data back-up & recovery
$=——————————— and logical and physical security critical to
the integrity of the financial reporting
process

IT General Controls

The heads of the respective units are primarilgaasible for managing the risks, associated wighuthits’
operations and financial reporting processes. fggponsibility is primarily supported by the Groipcounting
Manual (GAM), the Financial Control Principles aratious governing bodies, such as the Group Valnati
Committee. The GAM includes a standard reportintkpge used by all entities to ensure consistenbfise
Nordea’s principles and coordinated financial réipgr Fundamental internal control principles atrti&a are
the segregation of duties and the four-eye prieoigthen approving, for instance, transactions and
authorisations.

AKC control structure is based on that Transactievel Controls (TLC'’s) are identified through argihg
risks based on high level processes with an eratitbproduct focus. After deciding on the TLCs, aalgsis is
performed to decide what systems/applicationsrasedpe for AKC. The analysis aims at scoping @rttajor
systems where there is a risk that data becomesptavithout being detected in the TLC control strue.

The quality assurance vested in the managementtigporocess, where a detailed analysis of thenimal
outcome is performed, constitutes one of the mopbitant control mechanisms associated with thertieg
process. The reconciliations constitute anotheofportant controls in which Nordea works contisly to
further strengthen the quality.



Information & Communication

Group Finance & Business Control is responsiblesfsuring that the Group Accounting Manual and the
Financial Control Principles are up-to-date and thenges are communicated with the responsibts.Urlese
governing documents are broken down into instrastiand standard operating procedures in the reigpens
units. Accounting specialists from Group Financ8dsiness Control continuously provide accountants a
controllers with information on changes in existangd updated rules and regulations with an impadtiardea.

Matters having an impact on the fulfilment of fiéad reporting objectives are communicated witheexal
parties, with Nordea actively participating in redat national forums, for example, forums estalelishy the
Financial Supervisory Authorities, central bankd associations for financial institutions.

The Accounting Key Control reporting proceduresviide management with information related to the
performance and assessment of the identified AKGka form of Process Owner reports and Management
Dashboard reports with summary of assessment oetemah high risk areas.

Monitoring

Nordea has established a process with the purgasesaring proper monitoring of the quality of tiveancial
reporting and the follow-up regarding possible cieficies. This interactive process aims to coMeC@iSO-
components in the Framework and is illustrated withdiagram below:

Monitoring

a

Risk
Assesment

Control
Environment

Monitoring

The Risk and Control Self-Assessment process iesludonitoring the quality of internal control famdncial
reporting. The assessment is presented in the b@naap Operational and Compliance Risk Map, which
submitted to the CEO in Group Executive ManagentaetBoard Risk Committee of and the Board of
Directors of Nordea Bank AB (publ).

The Board of Directors, the Board Audit Committeel he Board Risk Committee of Nordea Bank AB (publ
as well as Group Internal Audit have important soMth respect to monitoring the internal contrbfinancial
reporting in the whole Nordea Group. The Board wéEtors of NMB is ultimately responsible for enisigr

that an adequate and effective system of interatiral is established and maintained. The BoarditAud
Committee (BAC) has the responsibility to assistBoard of Directors in fulfilling its oversight
responsibilities bynter alia monitoring NMB'’s financial reporting process.

Group Finance & Business Control has also estadisipecific quarterly reporting regarding InterGahtrol
over Financial Reporting to the Group CFO coverisg management and high risk areas. The indepémig&n
control function within GRM reports specifically dimancial reporting risk to the Board Audit Comtaé and
the CEO in Group Executive Management on a qugrbersis.



GlA is an independent function commissioned byBbard of Directors of Nordea Bank AB (publ). ThedBd
Audit Committee of Nordea Bank AB (publ) is respibies for guidance on and evaluation of GIA withiret
Nordea Group and the Board Audit Committee of Narifortgage Bank Plc within Nordea Mortgage Bank.
GIA does not engage in consulting activities untbesBoard Audit Committee of Nordea Bank AB (publ)
gives it special assignments. The objective of @GlAon the basis of its audits and continuous nooinig, to
provide the Board of Directors with an assessmétiteeffectiveness of the governance, risk manageand
control processes.

The Board Audit Committee of Nordea Mortgage Battkhandles and the Board of Directors of Nordea
Mortgage Bank Plc approves GIA’s Internal Audit AuahPlan for Nordea Mortgage Bank Plc and reviews
GIA’s semi-annual Internal Audit Report on Nordearijage Bank Plc. The same material is also preddnt
the Management Group of Nordea Mortgage Bank Riimrb it is submitted to the Board Audit Commitseel
the Board of Directors of Nordea Mortgage Bank Plc.

The Board Audit Committee of Nordea Mortgage Battkdbso assists the Board of Directors of Nordea
Mortgage Bank PlIc in fulfilling its oversight regpsibilities by, for instance, monitoring the firgal reporting
process, and in relation thereto, the effectivenésise internal control and risk management system
established by the Group Board of Directors, th€©GE Nordea Bank AB (publ) and Group Executive
Management (GEM), as well as the Board of DirectdrNordea Mortgage Bank Plc, including the
effectiveness of GIA. The Board Audit CommitteeNafrdea Mortgage Bank Plc is further accountable for
keeping itself informed as to the statutory aufiihe annual accounts and reviewing and monitotfireg
impartiality and independence of the external awdjtand in particular the provision of additiosatvices to
Nordea Mortgage Bank .

Auditors

The company’s auditors were elected by the shadehslmeeting of Nordea Bank Finland Plc by therapal
of the demerger plan on 4 February 2016. The AnGealeral Meeting of Nordea Mortgage Bank Plc eldats
company’s auditors going forward for a period oégrear at a time. The auditor must be an audit firm
authorised by the Finnish Chamber of Commerce.

The current auditor:

PricewaterhouseCoopers Oy
Authorised Public Accountants

Auditor with main responsibility
Juha Wahlroos
Authorised Public Accountant

This Corporate Governance Report has not beenwediby the external auditors and
the report is not part of the formal financial staents.



