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Performance Highlights

Financial highlights

Investment income

£34.5m

A FY23/24: £19.3m

Mission delivery highlights

i- Improving lives and
living standards

207,042

people

Since launch, our investments
have positively impacted
207,042 people through
regeneration, high quality
housing and connectivity.

A 2023:116,944

A}) Reducing harmful
emissions

135,531 .

Since launch, our investment

portfolio has avoided, reduced or
removed the equivalent of 72,084
cars from UK roads for a full year.

A 2023: 57,847 tCOe

Total investment
committed since launch

Total additional capital
crowded in" since launch

£785m

A FY23/24: £640m

@ Supporting the delivery
of affordable housing

£1.4bn

A FY23/24: £1.1bn

Helping to create and
safeguard employment
opportunities

742

new homes

Since launch, our investment
has supported the building of
742 Scottish homes, available
for mid-market rent.

A 2023:585

Creating a positive
:_[].[].D_ supply chain spend

3,091

jobs supported

In 2024, our investment portfolio
directly supported 2,362 jobs,
with a further 729 jobs supported
by indirect and induced impacts
from the Bank’s investments.

A 2023:1,850

Powering
innovative research
and development

£277m

Supply chain spend in
Scotland reported by portfolio
companies since launch.

A 2023: £108m

*‘Crowded in’ refers to private or public sector capital invested alongside the Bank’s investments.
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£94m

Spend on Research &
Development activity reported
by innovation-focused
businesses since launch.

A 2023: £42m

Strategic
Report
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Chairman’s Statement

This year marked the fourth full year of the Scottish
National Investment Bank being operational. It has
been a year of continued progress in developing
the Bank’s capabilities and our investment portfolio,
against a challenging economic context.

The Bank was established to be Scotland’s
development bank, making strategic, long-term
investments on a fully commercial basis. We are
designed to deliver positive economic, environmental
and social impacts through our investments.

Our missions are at the heart of everything we do
and speak to the key challenges facing Scotland.
They are:

¢ Net zero: Address the climate crisis through
growing a fair and sustainable economy.

¢ Place: Transform communities, making them
places where everyone thrives.

¢ Innovation: Scale up innovation and technology,
for a more competitive and productive economy.
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The ongoing market volatility comes after several
years of challenging geopolitical and economic
uncertainty - encompassing energy price shocks
and significant cost inflation - compounding the
difficulty for businesses and projects in Scotland.

In these difficult economic times the role of a
development bank is even more important; taking

a long-term view and focusing on economic and
business growth, but it does mean that some of the
investments we make are of higher risk.

Our capital is playing an important role in helping
companies to grow. This year has seen further
investment into developing the offshore wind supply
chain, and to scaling innovative Scottish businesses,
building on the ecosystem’s existing strengths in
early-stage investment.

At the same time, this year has been one of
challenge for growing businesses and investors
alike. Market instability and continuing cost of living
pressures have hindered business growth plans,
while investors have been focused on challenges
within their existing portfolios and increased risk
profiles in prospective new investments.

Our portfolio has expanded to 42 businesses and
projects. We continue to invest in our portfolio
management function as we add value and provide
constructive challenge to our investees as they focus
on delivering their business plans.

Working closely with our investees gives us valuable
insight into the challenges businesses face in delivering
growth and raising capital. We support young,
innovative businesses to grow and, as part of their
growth journey, to connect with private investors.

As a development bank, we recognise that we will
experience individual cases of loss, as not all our
investments will succeed. We take any individual
losses seriously but recognise that an appropriately
high level of investment risk is essential to our role in
Scotland’s investment landscape.

The Bank has invested in exciting companies that are
ambitious to grow. The portfolio page on the Bank’s
website (www.thebank.scot/portfolio) demonstrates
the breadth of the investments we have made so far.

Young businesses developing new innovative
solutions have historically found the Scottish
investment ecosystem challenging to grow and scale
within. There are multiple sources of grant funding
and early-stage funding to enable these businesses
to launch, but they often find themselves inhibited
by the lack of subsequent growth funding, leading
to stagnation, failure or having to move away from
Scotland before their business delivers significant
domestic economic benefit.

The Bank’s role is to identify these businesses and,
where they meet our investment criteria, to provide
this growth capital and in doing so to increase the
propensity of the private sector to invest. We want to
build an entrepreneurial culture and make a lasting
contribution to economic prosperity, where business
successes spillover into the next generation of
entrepreneurs.

It is essential that in Scotland we do not lose sight
of that long-term prize of developing a vibrant,
self-reinforcing and high-investment ecosystem
of growing and innovative businesses.

With that view, the Bank’s Board and | believe it is
essential that the Bank continues to build on its
capability to act as a long-term investment partner
beyond our committed capitalisation of £2 billion.

It is therefore significant that we secured our initial
authorisations from the Financial Conduct Authority
in January 2025. This was a notable achievement for
the Bank team.

After the end of the financial year, we received Audit
Scotland’s report on the progress of the Bank, and
we welcomed their positive, comprehensive review
of what the Bank has achieved in our first four years
of operation. It also correctly drew attention to the
barriers the Bank faces in achieving our ambition to
become a perpetual investment fund for Scotland
that is no longer reliant on public funding.

Strategic Report
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This year the Scottish Government has awarded
the Bank greater flexibility in our annual investment
budgetary process, which is very much welcomed.
As noted by Audit Scotland, we do need to build on
this to gain greater flexibility from both the Scottish
and UK Governments so that we can become the
perpetual capital investor envisaged at the Bank’s
foundation. To do this we will need to be able to
retain and reinvest cash flow from returns, enabling
us to build our balance sheet so that we can create
more impact.

| would also like to take this opportunity to note that
Candida Morley our Senior Independent Director

on the Bank Board, has resigned with effect from

8 August 2025. Candida has been an invaluable
member of the Board since the launch of the Bank
and a great support to me in my role as Chair. | would
like to thank Candida for her contribution. The Board
has agreed to appoint Carolyn Jameson, a current
Non-Executive Director, as the Senior Independent
Director with effect from 9 August 2025.

Finally, | would like to acknowledge the hard work

of our Chief Executive, Al Denholm over the past two
years, who has announced his intention to retire after
40 years in the investment industry. Al has led the
Bank through a key phase of its growth, and | am
pleased that he will remain in post until a successor
is appointed, and thereafter as an advisor to the
Bank’s Board. | remain excited by what the Bank

can deliver in this next phase of its development.

Willie Watt
Chairman

The Scottish National Investment Bank plc Copyright 20256 7
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Chief Executive Officer’s Review

Financial performance

For the Financial Year 2024/25 (FY24/25) the Bank
has continued to support the growth of the Scottish
economy by investing in innovative businesses that
align to our missions. At the close of the financial year
in March 2025 we had committed over £784.8 million
of investment in total and our portfolio has grown

to 42 businesses and projects. £1451 million of

this was committed in the last financial year alone,
£118.4 million of which was from our core capital
allocation, and £26.7 million of which was drawn from
the funds the Scottish Government has allocated to
support the development of the offshore wind sector.

Over this financial year we committed £145.1 million
and deployed £157.5 million. Both of these were lower
than we had targeted for the year. When we make
an investment we ‘commit’ a certain amount of
Bank capital. The timing for how this is then drawn
down by our investee determines how much capital
is ‘deployed’ each year from that investment. While
we did deploy less capital than was targeted in our
Business Plan, the flexibility offered by the Scottish
Government to our year end budget process, means
that a portion of unallocated capital can be ‘carried
over’ for us to deploy in FY25/26.
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Our investment activity levels primarily relate to the
fact that opportunities do not come to us in a linear
way. They also frequently take a significant amount of
time to complete the due diligence required in order for
us to be satisfied that the opportunity represents both
a positive impact toward our missions and a sound
commercial investment. In this financial year we had

a number of significant potential investments we
were reviewing toward the end of the financial year,
but ultimately did not meet our requirements and

we chose not to invest. These were absolutely the
correct decisions to take and it is important that we
continue to prioritise making sound investments over
pursuing commitment and deployment numbers.

Looking forward, we have a healthy pipeline of
investment opportunities. This pipeline strength,
combined with the ability to draw down funds
carried over from the previous financial year, mean
that | am confident we will commit and deploy our
full capital allocation in the years to come. This year,
the amount of capital we brought in alongside our
own — or ‘crowded in” - was £324 million, substantially
ahead of the £181 million we had set out in our Business
Plan. This strong performance demonstrates the
Bank’s effectiveness in leveraging public investment
to attract private capital and multiply the investment
impact for the Scottish economy.

The investments that we have made to date provided
income of £34.5 million, a significant increase on the
£19.3 million generated in the previous financial year.
This increased income and combined with prudent
control of our costs, which were £16.2 million, have
meant that we have been operationally self-sustaining
for the second year in a row.

In these accounts we are reporting unrealised losses
of £76.9 million. These losses relate to the fall in

the estimated values of the investments we hold,

and are ‘unrealised’, as we still hold the investments.
The process of estimating the fair value of investments
includes both reviews of investees performance against
their business plans, and application of standard
accounting and investment valuation guidelines.

“The Bank has continued
to support the grovvt}‘]
of the Scottish economy
by investing in innovative
businesses that align to
our missions.”

Al Denholm
Chief Executive Officer

L
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Chief Executive Officer’s Review continued

We work closely with investees across our portfolio,
particularly those who are not performing in line

with their business plans and are therefore providing
a challenge to overall portfolio value, seeking to
minimise the risk of unrealised losses becoming
realised. These provisions only become ‘realised’ at
the point that the Bank stops holding the investment.

As Willie mentions earlier, we were pleased by
the Audit Scotland report on the Bank. The report
explicitly references that while robust governance
and decision making processes are in place, the
Bank is designed to invest in line with its role as

a development bank, so we are anticipated to be
exposed to unrealised and realised losses.

The report also references our role as a development
bank, and we must maintain an appropriately high
level of appetite for investment risk. We take the

risk of loss from any of our portfolio businesses
extremely seriously, but recognise that we must
maintain our high risk appetite in order for us to

fulfil the role for which we were created.

As an investor in businesses at the higher risk early
stage, it is common to see significant variations in
the estimate of the ‘fair value’ of investments and

it is not unexpected in early-stage investment that
some of these may ultimately fail. However, | do see
positive contributions emerging from many of our
investees and | remain confident that as our portfolio
matures it will provide both positive risk-adjusted
returns and demonstrable progress against our
missions which will benefit the people of Scotland
for generations to come. We continue to develop our
portfolio management function which works closely
with our investees — especially those experiencing
challenges in delivering their business plans. This
can include looking at the composition of their board
and leadership teams as well as considering future
potential funding streams.
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As Scotland’s development bank our role goes
beyond the investments we make. We are designed
to enable others to invest in Scotland and as such
we have now facilitated over £1.4 billion of additional
investment, nearly £1.3 billion of which was from

the private sector. Attracting this additional capital
is absolutely key for Scotland to achieve its growth
ambitions.

As the results laid out in this document demonstrate,
we have been successful at using our investment
capital to support new investment to Scotland.
Current market conditions, both for raising investment
and for driving growth are difficult. Our role therefore
could not be more important.

Investing to support our missions

We have continued to invest widely. In the last financial
year we demonstrated our flexibility, as well as our
commitment to our place mission, by investing
£730,000 in DITT in Shetland. Our investment strategy
states that it is only in exceptional circumstances that
we will invest less than £1 million to a single opportunity.
DITT provided such an exception. This is Shetland’s
first Mid-Market rental housing development in a
location where housing is significantly constrained.
While | do not anticipate us making investments of
this size more frequently, | do expect the Bank to
seek to invest further in housing, given the criticality
of this to the Scottish economy.

In line with our net zero mission, we have also
continued to invest in Scotland’s ‘once in a generation’
economic opportunity centred around offshore wind.
A critical enabler to ensuring that this opportunity

is fully realised is ensuring that Scotland has the
domestic infrastructure to support the future growth
to come. In previous years we have invested in

the ports of Ardersier and Aberdeen; this year we
invested in the cable-manufacturing company XLCC,
and Subsea Micropiles whose innovative technology
supports the emergence of the floating offshore
wind sector.

Scotland has long been recognised as a global
centre for invention and we seek to ensure that
the economic opportunities of this creativity are
captured through our Innovation mission. Over
the last financial year, we invested in Integrated
Graphene (which has since rebranded to iGii).
They hold patents for globally-leading advanced
manufacturing nano-technologies that are already

starting to support the healthcare sector, with clear

potential to scale beyond this.

| have also been pleased to see how investments
we have made in the past have converted the
opportunities in front of them into meaningful
growth. A great example of this is North Star,
whose surface operation vessels are helping to
support the growth in offshore wind. Following
our investment of £60 million in 2022, they have
attracted £226 million in additional investment
from other sources over the last financial year.

As a development bank our role is to invest into
areas not naturally being catered to by the private
sector. As such we take on investment risk in line
with our role as a venture investor, and so not all
of our investments will see successes like those
at North Star.

Details of these, and all of our investments, are
published on the Portfolio page of the Bank’s
website (www.thebank.scot/portfolio).

Strategic Report
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The year ahead

Looking to the year ahead, our strategic priorities
remain consistent and are set out in our Business
Plan (www.thebank.scot/key-publications). Within
this, we continue to see a clear role in supporting
the growth of offshore wind as a critical priority.
In addition to this we are looking at how we can
support Scotland’s housing needs, and how we
can help the high-potential businesses coming
out of our universities to achieve scale. So while
market conditions are likely to remain turbulent,

| believe that there are significant breadth and
depth of investment opportunities ahead. | have
been delighted that we received FCA authorisation
for our subsidiary Scottish Investments Limited,
as an example of our developing maturity.

The delivery of the Bank’s ambitions, targets and
plans are entirely reliant on our excellent team. | was
therefore particularly delighted to see the Bank
named in the Sunday Times ‘Best Places to Work’
report, based on our culture and working practices.

Toward the end of the financial year | announced
my intention to retire after 40 years in the financial
service industry. In the year ahead | will continue to
fulfil my role as CEO until my successor is appointed.
The Bank is extremely well supported by a strong
Board, well led by an effective Executive team

and well resourced by a talented, motivated and
passionate team that | am honoured to have led.

| look forward to supporting the incoming Chief
Executive in due course, and to working with the
Board as an advisor.

Al Denholm
Chief Executive Officer

The Scottish National Investment Bank plc Copyright 2026 11
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Strategic Priorities

The Scottish National Investment Bank is Scotland’s development bank. Our central priority remains to invest
in businesses and projects that support delivery of our missions and provide a commercial, risk-adjusted
financial return.

To achieve this, we will continue to invest for the long-term making equity investments, providing debt or, where
appropriate, investing in third party funds. Our investments are also designed to encourage others to invest
alongside us — attracting private sector financing to complement our own. As a development bank our risk
appetite must therefore be greater than the majority of those within the ecosystem so that we can help Scotland
to attract increasing levels of investment capital, which will be required for us to deliver against our missions.

Our missions drive everything we do and are designed to reflect key challenges facing Scotland, these missions are:

The Bank’s Missions

Net Zero Place Innovation

Transform communities, Scale up innovation
making them places and technology, for a
where everyone thrives. more competitive and
productive economy.

Address the climate crisis,
through growing a fair and
sustainable economy.
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The Bank’s strategy remains consistent with prior years and is set out in more detail within our Business Plan
(www.thebank.scot/about-us/key-publications), and we continue to deliver against it, with some areas having
performed more strongly in the past year than others. Our key strategic themes are articulated in more detail in
our Business Plan and are:

Strategic Themes

1 2 3

Demonstrating and Delivering Building insights,
enabling impact investment partnerships
and our reputation

6 5 4

Realising the Targeting financial Enabling private sector
potential of our people self-sustainability investment

For each of these areas, we are progressing against our target outcomes, with a detailed breakdown of this set out
in the following section.

As an impact investor our investments are designed to provide both financial returns and quantifiable non-financial
benefits, such as reductions in carbon emissions or the creation of new high value jobs. Every year we set out how
our investments deliver these non-financial benefits and how they support our missions and demonstrate our
progress towards them in our Impact Report, which can be seen at (www.thebank.scot/about-us/key-publications).

The strength of our delivery and the clarity of the future impact we can make is based on our talented and
motivated team, which is why realising the potential of our people remains a key strategic priority for us.

The Scottish National Investment Bank plc Copyright 2025 13
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In addition to the financial performance presented elsewhere in these accounts, we also report our performance
against a balanced scorecard, made up of the strategic priorities we set out in our Business Plan. This balanced
scorecard sets out the outcomes we articulated for each strategic priority, and shows our progress against these.
This section provides our analysis of this performance, giving a concise commentary on how we performed
against the ambitious targets and Key Performance Indicators (KPIs) we set for ourselves.

Strategic Priority 1 continued: Performance against outcomes:

Demonstrating and enabling impact GOOD

Progress 24/25

* Two learning community events were delivered with our
portfolio on (1) climate change and carbon management
and (2) inclusive workforce practices, sharing best
practice from investees and relevant outside experts.

For each area of the balanced scorecard we defined thresholds against these ambitious targets, for what we
considered ‘Below expectation’, ‘Good’, ‘Strong’ and ‘Excellent’. We have used these ratings, to summarise our
progress in each area of the scorecard.

Strategic Priority 1: Performance against outcomes:

Demonstrating and enabling impact GOOD

Strategic Priority 2: Performance against outcomes:

BELOW EXPECTATION

Delivering investment

Outcomes 24/25

¢ Demonstrate measurable progress

Progress 24/25

+ The Bank has delivered continued progress in line with Outcomes 24/25

Progress 24/25

towards the Bank’s missions as defined

our missions, as detailed in our recent impact report

¢ Deploy £181 million of impact investment

by our Impact Ambitions and Mission
Objective KPIs.

¢ Progress towards achieving the Bank’s
published Equality Outcomes as set out
in our Equality Strategy.

¢ Maintain and evolve best-in-class impact
management practices throughout our
investment processes to reflect feedback
and insight from our recent independent
Operating Principles for Impact
Management verification.

¢ Continue to review our approach to
reporting and identify areas where we
can usefully expand the scope of data
we can monitor and publish.

¢ Publish and promote insights relating
to impact investing, and our missions.

¢ Development of the impact investing
ecosystem in Scotland, in collaboration
with partners in academia, entrepreneurs
and fellow investors to grow the community
and to support the community in solving
shared challenges.

¢ Communities of learning amongst our
investees established and being used to
share best practice.

and summarised in the Performance Highlights section
earlier, with our impact metrics performing in line with
the ambitions we set out in our Business Plan last year.

+ Significant progress was made in delivering the actions
outlined in our equality strategy, including making
improvements to our data collection, investment
processes and practice.

¢ We refined our investment processes on the basis
of opportunities identified by our OPIM (Operating
Principles for Impact Management) verification audit, as
did the updates made to our Responsible and Ethical
Investment Policy. Another audit is being carried out in
the coming financial year.

¢ During 2024, we increased our data collection scope
for diversity data and reporting, and expanded the
scope of our TCFD reporting to include relevant climate
scenario analysis.

¢ The Bank has published insight relating to offshore
wind and housing, and promoted its impact expertise
across a range of events and articles including the
annual Bank conference and key industry events.

¢ We collaborated with Impact Investing Institute and Better
Society Capital to deliver events bringing together the
impact investing community, with follow-up webinars
to maintain progress. The first cohort from our impact
investor readiness programme in partnership with
Strathclyde Business School graduated, with 100% of
graduates saying they would recommend the programme.

capital.

We anticipate being allocated additional
funds by the Scottish Government

to support the ScotWind offshore
programme, including the development
of its supply chain. We plan to deploy
at least 80% of this additional capital,
subject to the confirmation and timing
of the allocation.

Continue to build an actively supported
portfolio generating a positive, risk-adjusted,
financial return.

¢ We have deployed £157.5 million. This includes £130.8
million of our core capital and £26.7 million from the
Scottish Government’s funds to support the growth in
offshore wind. While our deployment was lower than
planned, we have a strong pipeline and are confident
our investment strategy is focused in areas where
the Bank can add the most value. Up to date portfolio
information can be found on our website (www.thebank.
scot/portfolio).

+ While we were not formally allocated a specific amount
of capital in support of ScotWind, we were however
given access to the additional capital from Scottish
Government’s specific offshore wind programme.

¢ From this additional capital source, we have delivered
£26.7 million, across two projects supporting ScotWind
(without a specific allocation, the 80% target became
obsolete).

+ We have worked closely with investees across our
portfolio, including providing £46.8 million of additional
investment to support future growth. We have also
supported those who are not performing in line with
their business plans and are therefore providing a
challenge to overall portfolio value. As part of this we
have sought to ensure that businesses have the right
Executive teams and Boards.

+ We have also built on the existing support provided to
our portfolio including running training and networking
events with them.

14 Annual Report and Accounts 2025
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Balanced Scorecard continued

Strategic Priority 3:

Performance against outcomes:

Building insights, partnerships and our reputation GOOD

Strategic Priority 5:
Targeting financial self-sustainability

Strategic Report
Balanced Scorecard

Performance against outcomes:
GOOD

Outcomes 24/25

¢ Developing market creation capabilities will
enable clearly identifiable new investment
opportunities, both for us and for the
market more broadly.

+ Insights will be valued by stakeholders in
the markets in which we operate.

* Public sector engagement work will enable
the evolution of policy to support the
delivery of our missions.

¢ Private sector engagement work will build
relationships across the business and
investment sectors, including key industry
groups, to support both market creation
and pipeline development.

¢ The growing strength of our reputation,
as evidenced by reporting in the media.

Progress 24/25

¢ \We have established Market Creation functions for
both our Net Zero and Place missions. These are both
now actively engaging with key stakeholders to identify
target opportunities.

¢ We have continued to publish key insights over the
year and engage across the market. In a survey of
key stakeholders 57% agreed the Bank provides
valuable thought leadership (up from 52% in 2023/24),
demonstrating progress, but with clear room to improve.

¢ We have maintained positive relationships across the
public sector, providing input and engagement in key
areas that align with our missions including ScotWind,
Innovation and Housing.

¢ We have also continued to build on the positive
relationships we have in the private sector.

¢ Both of these are evidenced by the range of positive
responses we received to our stakeholder survey.

¢ Our stakeholder survey also demonstrated that we
have retained a strong reputation in the markets in
which we operate, as evidenced by 81%
of stakeholders viewing the Bank positively.

Strategic Priority 4:

Enabling private sector investment

Outcomes 24/25

¢ To facilitate investment of at least
£181 million alongside the Bank’s capital.

¢ Develop deeper relationships with
leading institutional investors, including
co-investment, in line with the Bank’s
broader third party capital strategy.

Performance against outcomes:
GOOD

Progress 24/25

¢ We have facilitated £324.4 million of investment
alongside our own in the last financial year, of which
£304.3 million was from the Private sector, bringing the
total of investment we have ‘crowded in’ since launch
to over £1.4 billion.

¢ \We have built positive relationships with key institutional
investors as part of delivery of our strategy to ultimately
advise or manage the capital of third parties.

Outcomes 24/25

* Ensure our income and costs are in line
with our agreed budget, and we are
on track to be operationally financially
self-sustaining by FY25/26 (excluding
investment gains and losses).

¢ Our portfolio of investments is forecast to
have a commercial financial performance
that reflects investment risk appropriate
for Scotland’s development bank.

¢ We have an agreed approach to annual
budgeting with our Shareholder that
enables flexibility across financial years.

Progress 24/25

¢ Income has exceeded budget and costs are within
budget, generating an operating profit (pre investment
losses) and building on our performance from FY23/24.

* This meant we did not require any operational (resource)
budget in FY24/25. A proportion of the income was
from capitalised interest on our loans which does not
immediately generate cash flow. The next step on our
journey to full self-sustainability will be to generate
further income in cash terms to cover our costs.

+ Our portfolio has experienced some individual performance
pressures during the year and we acknowledge that
there continues to be wider geopolitical challenges for
the economy more generally. While this has manifested
itself in higher unrealised losses in FY24/25, we will
continue to work with our investee companies to provide
a return over the medium to long term. We take the risk
of realising loss extremely seriously, and the increase in
our reported unrealised loss number has contributed to
the ‘Below expectation’ set out against the ‘Delivering
Investment’ strategic priority above.

¢ During the year the Bank has worked with Scottish
Government regarding flexibility and affording the Bank
the opportunity to carry over some annual investment
budget from one year to the next. This is important and
recognises the challenges in commercial investment
where investment may straddle a fiscal year end.

¢ We are also engaged with UK and Scottish Governments
regarding the recently published Financial Transaction
Control Framework which proposes the ability to
recycle proceeds and profits and is broadly aligned to
our stated aim of becoming a perpetual institution.
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Impact
Investing

Balanced Scorecard continued

Strategic Priority 6:

Performance against outcomes:

Realising the potential of our people STRONG
Outcomes 24/25 Progress 24/25
¢ Continued positive culture and motivated ¢ The Bank engaged WorkL (a specialist consultancy

team evidenced through feedback from our
people surveys and team voice channels.

Career path framework and learning

focused on measuring and enhancing employee
performance) for the first time in 2024. They provided
an independent people survey and supported with

insight on how we compare to industry benchmarks.
The response demonstrated an overall engagement
score of 78% which is 7% higher than the financial
service industry average, reflecting the strong, positive
culture we have built in the organisation. This was
further reflected by the Bank being named in the
Sunday Times ‘Best Places to Work 2025’

proposition is in place, evidenced by
continued progression of our people, and
supported by people survey responses.

¢ Progression has been made towards our
gender diversity ambitions and we have
taken actions towards improving our

ender pay gap.
9 pay gab ¢ During the year, the Bank developed its learning

proposition, providing access to resources and support,
promoting continuous learning and growth. This also
included career frameworks to provide specific
development paths for career progression.

¢ People manager learning programme has
been delivered and people managers feel
better equipped to lead their teams.

¢ We have made a public commitment by becoming a
signatory to the Women in Finance Code, with a target
of 40-50% of our senior roles being held by women
by 2026.

¢ \While we have delivered the actions in our plan to
reduce our Gender Pay Gap, the impact of these
actions will take time to demonstrate tangible progress,
given the relative stability of people in roles across
the Bank. Our Gender Pay Gap has remained largely
unchanged since the previous year.

+ During the year, the Bank launched and delivered
a Purposeful Leadership programme for all people
leaders. This emphasised the importance of aligning
individual leadership styles with the Bank’s broader
objectives and building a positive, supportive and
focused culture at all levels of the organisation.

Over the past four years, the Bank has worked to establish a best-in-class approach to managing, enabling and
reporting mission impact. Our missions respond to major trends and challenges that many economies — including
Scotland’s — are facing. With 42 investees in the portfolio at the end of FY24/25, and £785 million of the Bank’s
commercial capital committed to businesses and projects that deliver social, economic and environmental
benefits in Scotland, we have made significant progress in formalising the frameworks and practices that
promote effective delivery of impact. We share details of our approach to investment in our Investment Strategy
and report our non-financial returns in our Impact Report, both published on the Bank’s website.
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Impact Investing

The Bank’s approach to investing for impact

While the missions — net zero, place and innovation —
directly relate to global challenges of climate change,
inequality, and demographic and technological
change, they are not unique to Scotland. How they
manifest here — and what we can do to address
them - is what drives us in our role as a mission-led
impact investor. Our approach is to identify where
opportunities arise from Scotland’s expertise in

old and new energies; our natural assets; how key
industry sectors are changing; and the evolution of
our urban and rural geography. These all contribute
to how we can help transform Scotland through our
insight, investment and impact.

For example, our report in 2024 on offshore wind
highlighted the transformational opportunity to
re-industrialise and regenerate parts of Scotland,

Impact Model

Sustainability

Fair Work Environmental
& EDI Management

Responsible
Equal Access & Ethical
to Finance Investment
Policy

Sustainability

Direct mission-led investment is only part of how we
see our role. Investing to reduce inequalities is critical
to realise Scotland’s economic potential and improve
social, health and wellbeing outcomes. That is why

we work with our investees to promote fair work, real
living wages and inclusion in every deal we make.

We know that more work is required to drive positive
change in this area and that systemic challenges are
not quickly solved, but our engagement with equalities
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Mission Impact

helping to deliver a just transition to net zero, for our
society and economy. We have not seen a similar
economic opportunity since the emergence of ol
and gas exploration in the North Sea in the 1970s,
with the potential this time to deliver more regionally
inclusive and sustained economic benefits. Scotland
‘over- indexes’ on a global scale when it comes to
floating wind, representing 10% of the global pipeline.
The Bank - along with other agencies like National
Wealth Fund and GB Energy - has a key role in taking
on investment risk to help the transition, support
development, and encourage more private capital
investment commitments alongside us.

We also seek to drive change in the market, from
ensuring minimum standards for fair work and
carbon management, to working with others to drive
economic growth in Scotland. Our impact model
(below) summarises our activity.

Catalytic
Impact

Net Zero

Crowding in External
Investment Engagement

Innovation

stakeholders endorses our investment and portfolio
management approach and we hope to see positive
changes over the lifespan of our investments.

We work with our investees on areas such as carbon
management and employment practices because
we believe it helps develop sustainable, successful
businesses who are well positioned to meet the needs
and expectations of larger investors, by hard-wiring
good management practices that will serve them
well in the longer-term.

Strategic Report
Impact Investing

Case Study: Supporting the transition to net zero

The diversity of our net zero portfolio reflects the range of building blocks needed to support the transition:
from offshore wind and renewable energy, through to sustainable transport and carbon-efficient technologies.
The Bank is intentional in its approach, looking to invest across a breadth of high-impact sectors that will help
Scotland to thrive in a low-carbon economy.

To date, the Bank and its co-investors have committed a total of £1.4 billion in net zero businesses and projects.
Whilst all different, what these companies have in common is a shared purpose of tackling the climate crisis
whilst creating a fair and sustainable economy in Scotland. Below are three examples of the businesses that
have received Bank investment in FY24/25:

ZeroAvia

We invested £20 million in
ZeroAvia, a developer and
manufacturer of zero-emission
engines for commercial aviation.
This is the Bank’s first investment
in hydrogen-based technology
and the sustainable aviation
sector. As well as providing a
critical step towards producing
clean aviation technology to

the market, the company is
actively exploring production
sites in Scotland.

Subsea Micropiles

With a £6.7 million investment
into Subsea Micropiles, the Bank
aims to help the business to
further develop its technology
and expand operations. The
company’s marine anchor
system is designed to give
greater flexibility in offshore
wind, opening up new avenues
for development and reducing
the environmental impact of
construction. With manufacturing
planned to take place in Scotland,
there will be further benefits for
economic and skills growth.

Utopi

The Bank originally invested in
Utopi in 2023, as it aligned to
both our net zero and innovation
missions. This year we have
followed on that investment to
provide a total of £10 million in
support for this growing company.
Utopi’s digital technology
provides analytics to multi-tenant
properties, supporting a decrease
in carbon emissions across a
highly emitting sector. As well as
the environmental benefits of the
product, the investment supports
the creation of highly-skilled

jobs as well as the growth of a
company — born and based in
Scotland - to a global market.
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Impact Investing continued

Operational carbon emissions and TCFD reporting
During FY24/25, the Bank made progress across our approach to climate impact, including:

¢ Progressing actions outlined in our Carbon Management Plan.

¢ Strengthening our commitment to the recommendations of the Task Force on Climate-related Financial
Disclosures (TCFD) Framework.

& Supporting our portfolio to manage their carbon profiles, through mandatory emissions reporting and the
development of Carbon Management Plans.

The Bank continues to comply with key environmental legislation and our duties under Public Bodies Duties
Climate Change Reporting. We publish key documents to communicate our approach and progress including in our:
¢ Impact Report

¢ TCFD report

¢ Responsible and Ethical Investment Policy

This broad-ranging work, led by our Impact team and with governance oversight at Board level, aligns with

the three commitments we shared in our Pathway to Net Zero: Carbon Management Plan 2023/24-2028/29
(www.thebank.scot/pathway-to-net-zero-carbon-management-plan).

Commitment Three

Commitment Two

Commitment One

We will ensure that all
new investments deliver a
carbon management plan

or net zero strategy.

By FY28/29, we’ll reduce In FY23/24, we will increase
our operational carbon transparency by reporting
emissions by 5%. against the Task Force on
Climate-Related Financial

Disclosures Framework. . -
If current investees don’t

have a carbon management
plan, we’ll work with them
to put one in place.

This will show how we’re
taking action to build a
more resilient financial

system through climate-

related disclosure.

Since publication of the plan, we have delivered Commitment Two and
made significant progress with Commitment Three, with most companies
within our portfolio either now having a carbon management plan in place,
or with one in development.

Our progress towards these two commitments was recognised at the
2024 Green Apple Awards, where the Bank won an International Green
Apple Environment Silver Award.

Richard Wilkins, General Manager of Sustainability &
Compliance at Sony UK Technology Centre, presenting
Craig Love and Sandy MacDonald with the Bank’s Silver
International Green Apple Environment at Kensington Palace.
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Operational carbon emissions

The Bank’s operational emissions have increased over the course of FY24/25, from 6178 tCO, e (FY23/24) to
84.30 tCO,e. This equates to a 36.4% increase compared to the previous year and an approximate 43.7%
increase when compared to our 2022/23 baseline (68.66 tCO,e).

Although our Carbon Management Plan predicted there would be increases in our emissions over the short
term as our business matures, the increases we have seen are greater than originally projected.

This can be attributed to:

¢ Anincrease in business travel, particularly in relation to our third-party capital ambitions.

¢ Increased gas consumption in our leased office, due to an issue with Heating, Ventilation,
and Air Conditioning (HVAC) system.

¢ |ncreased headcount resulting in proportionally larger emissions.

During the period, we have delivered a measurable decrease in electricity and waste emissions, but this has
been insufficient to overcome the increases seen elsewhere.

In the next financial year, we will continue to implement projects outlined in our plan and where possible seek
additional reductions across our operations to ensure that, as an organisation, we have the greatest opportunity
of meeting our reduction ambitions by 2028/29 (commitment one). The table below provides a breakdown of
our emissions by source and scope.

Operational Carbon Footprint

Source Emissions Scope' Metric 2022/23 2023/24 2024/25 Performance Indicator
Gas Scope 1 tCO%e 6.49 6.65 10.80 62.41% A
Electricity? Scope 2 tCO.e 10.98 12.45 9.32 -2514% A 4
Water® Scope 3 t1CO.e 018 017 019 11.76% A
Waste Scope 3 tCO,e 0.22 0.05 0.03 -40.00% \ 4
Business Travel Scope 3 tCO.e 854 12.99 29.38 12617 A
Hotel Scope 3 tCOze 112 3.08 6.53 12.01% A
Commute Travel Scope 3 tCO,e 23.63 1.32 058 -16.37% \ 4
Home Working Scope 3 tCO.e 750 15.07 1847 22.56% A
Total Emissions tCO.e 58.66 61.78 84.30 36.45% A

1. Emissions Scopes have been classified using the GHG Protocol Corporate Standard.
2. Includes Scope 3 - Electricity transmission and distribution.
3. Combined Supply & Treatment of Water.
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Impact Investing continued

Categories of emissions sources are defined by the World Resources Institute Guidance for Public Sector
Organisations and the Greenhouse Gas Protocol, separated into three separate Scopes:

¢ Scope 1 - direct emissions from owned or controlled sources.

¢ Scope 2 - indirect emissions from generating electricity, steam, heating and cooling, purchased and consumed.

¢ Scope 3 - all other indirect emissions not included in Scope 2.

To meet our second commitment to increase transparency around our approach to climate impact, in March
2025 we published our second report against the recommmendations within the Task Force on Climate-Related
Financial Disclosures (TCFD) framework (www.thebank.scot/tcfd-report-2024). Whilst the Bank is not required
to report against the TCFD Framework, we chose to voluntarily adopt its recommendations because we feel
they are consistent with our purpose and commitment to transparency. The TCFD outlines 11 recommendations,
across four areas — Governance, Strategy, Risk Management, and Metrics and Targets - for organisations to
include in their climate-related reporting. The Companies Act sets a further expectation for climate-related
financial disclosures to be embedded within a company’s annual strategic report. This section of our Annual
Report therefore summarises how the 11 recommendations have been addressed, with greater granularity
within the main Climate-related Financial Disclosure report.
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We continue to make good progress in incorporating climate risks and opportunities into our overarching business
strategy. As a young organisation, our approach to TCFD will continue to evolve to reflect our maturing portfolio
and growing datasets.

Governance

Strategy

Risk
Management

Metrics and
Targets

Climate action is considered across all of our functions. At Board level, the Risk Management and Conflicts
Committee (RMCC’) has overall responsibility for climate change and oversees the Bank’s climate actions.
The Bank’s Risk Management Framework, which includes climate risk, is owned by the Chief Risk Officer.
Responsibility for the co-ordination of climate-related activities lies with the Director of Impact Assessment
and Environment, supported by an Associate of Environmental Impact Assessment and Reporting.

Incorporating climate change into our processes

Our investment strategy outlines how we invest to
deliver positive social, environmental, and economic
impacts in support of the Bank’s missions.

We assess the economic impact of climate change
on our portfolio, evaluating physical climate risks
under plausible climate scenarios. This includes
acute flood risk and a variety of longer-term, chronic
risks, as identified in ‘Evidence for the third UK
Climate Change Risk Assessment (CCRA3).

We engage with our portfolio to define their Scope 1
and Scope 2 emissions and, since April 2023, require
investee companies to develop a carbon management
plan or review existing plans (commitment three).

How we identify climate-related risks,
opportunities and their potential impact

Climate-related risks and opportunities and potential
financial impacts are assessed using an in-house
Climate Risk Assessment (CRA) process. In line with
TCFD guidance, our CRA considers risks related to
the transition to a lower-carbon economy and risks
related to the physical impacts of climate change:

& Boundary

# Transition Risks (Policy and Legal, Technology,
Market, Reputation)

& Physical Risks (Acute, Chronic)

& Opportunity (Resource Efficiency, Energy Source,
Products/Services, Markets and Resilience)

In both a low and high emissions scenario, there
may be significant opportunities for our current and
future investees to directly drive decarbonisation and
resilience of the future economy.

Climate-related scenario planning

We use UK Climate Change Projections (UKCP18)
data to understand the climate related risks from
both a high and low emissions scenario and utilise
SEPA’s flood maps to understand the risk flooding
poses to both our operations and investments.

We used UKCP18 data to model low and high emissions
scenarios (Representative Concentration Pathway (RCP)
2.6 and 6.0, respectively) at two time horizons: medium
term (2050s) and longer term (2080s). A range of
potential risks and opportunities, including those related
to rainfall, temperature and storms, were identified.

Our risk management approach

Climate risk is fully integrated into our Risk
Management Framework (RMF) and managed
systematically alongside our other principal risks,
with more detail outlined in pages 38-46.

How we identify climate-related risks,
opportunities and their potential impact

We use an internal CRA template to consider both
transitional and physical climate risks. This assessment
is undertaken during our investment processes, prior
to a company becoming an investee.

In 2025/26, steps will be taken to further enhance
this approach by incorporating additional acute
risks, such as those related to temperature and
weather extremes in different climate scenarios
(Global Warming Level (GWL) 2.0 and 4.0), and by
further exploring sectoral exposure to chronic risks.

Our approach

We have developed metrics and targets to monitor progress against our Carbon Management Plan.
Our approach aligns with the Greenhouse Gas protocol, using a consolidation approach to monitor our
operational performance, and the protocol’s category 15, ‘Investments’, to measure and manage our

climate-related risks and opportunities.
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Our investment climate impact This report summarises our financial performance from 1 April 2024 to 31 March 2025. The Bank’s audited
financial statements are prepared in accordance with UK adopted international accounting standards and
as interpreted and adapted by the 2024/25 Government Financial Reporting Manual (the 2024/25 FReM).
They are also prepared in accordance with the Companies Act 2006 and the directions made under the
Public Finance and Accountability (Scotland) Act 2000 by the Scottish Ministers. These can be found in full

The table below provides details of emissions from our portfolio by their primary mission alignment, with the on page 159. The detailed accounts are contained within the financial statements from page 122.
graph below providing a comparison of portfolio emissions to the previous two years.

Our impact reporting period runs on a calendar year basis, rather than financial year; therefore, emissions in
relation to our portfolio will be for calendar years. At the end of 2024, our portfolio emissions were 19,9442
tCO2e. We will report our proportional share of these emissions in our next annual TCFD report.

Key drivers of the Bank’s financial performance

As an investment business focusing on generating both impact and commercial returns from our investments,

Emissions by Primary Mission 2024 our financial performance is dependent on a number of significant items:

Source Scope 1 Scope 2 Total Metric

Net zero 15,6559 2,8834 18,5639.3 tCOe

Place 6524 2036 946.0 tCO,e Investment profile

RevETier 1875 o714 4589 tCOe The amount, availability and Investment performance

length of investment commitment, The performance of the
Total Scope 1and 2 Emissions 16,495.8 3,448.4 19,944.2 tCO. e the period over which the cash is , p )
2 . . Bank’s investments and their

. delivered to the investee and the type ability 1o aenerate interest

Total Scope 3 Investment Emissions 19,944.2 tCOe of investment. Equity is predominantly ytog >

make capital repayments and

invested for capital return on exit i - .
capital appreciation on exit.

and debt investment for a regular
flow of interest income.

tCO,e of Scope 1and Scope 2 emissions by mission

tCOe

20000 18539.2
15000 14,2563 Key drivers to our
Cost management financial performance Journe‘y to' .
10000 self-sustainability
The Bank’s ability to tightl : :
v . 2 A portfolio and third-party
5000 control costs and deliver value X ;
; , capital structure, generating a
0025 for money. Deploying the team’s : : ;
- 4858 6289 9460 941 2438 4589 ) . ) ) diverse income stream that provides
o I time, expertise and financial .
2022 2023 2024 2022 2023 2024 2022 2023 2024 commercial returns that supports

resources to the greatest
© NetZero & Place @ Innovation extent possible in delivery
of the Bank’s missions.

the continued growth of the Bank
and covers the associated

T e operational costs.

environment
The increase in emissions across our three missions, and in particular net zero, is a result of a growing portfolio and Events impacting on the
investee companies scaling their operations. Our investments are often in heavy industries and infrastructure macroeconomy such as the
(such as port redevelopment and housing) that will directly enable a just transition to a net zero economy in the global inflationary environment,

longer term but has a high carbon emissions profile in the short-term. CriEnges tp IiziEs. 2les i
supply chain pressures. As has

We work actively with our portfolio companies to help them to understand and manage their carbon emissions. been experienced in recent
To date, 100% of our portfolio companies are reporting their Scope 1and Scope 2 emissions sources. As noted yebaersi,rr?;arcagggymeir’lg?n?a?n
in our second TCFD report, 44.4% of our portfolio companies also have an active carbon management plan, economic factors.
with a further 50% currently developing a plan.
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Financial Performance continued

Financial review

In FY24/25 we continued to make progress towards achieving our key financial aims, achieving operational
financial self-sustainability for the second consecutive year through increased income generation and careful
cost management.

Following the Scottish Government’s budget for 2024-2025, the capital available for us to invest was set at

£181 million. This does represent almost 100% of the new ‘Financial Transaction’ funding available to the Scottish
Government (‘Financial Transaction” funding is defined by the UK Government as “funding for transactions in
financial assets and financial liabilities, such as lending or equity transactions”) demonstrating their commitment
to the Bank. We are now approaching operational maturity from an employee headcount perspective, and while
there are certain key roles we anticipate recruiting for the year ahead, the majority of our key hires are in place and
working to deliver our missions. Our expanding investment portfolio and the retention of Convertible Loan Note
investments as debt for longer than forecast (before they convert to equity) contributed to a significant growth
in income and coupled with prudent cost control and a value for money ethos across the business kept costs
below budget. This increased income and prudent cost control has led to the Bank becoming operationally
self-sustaining (pre investment gains and losses), albeit from a accounting perspective. A proportion of the
income was from capitalised interest on our loans which does not immediately generate cash flow. The next
step on our journey to full self-sustainability will be to generate further income in cash terms to cover our costs.

: Investment : Investment : Committed
_I1|]J]_ income : drawdown _I1[|J]_ investment
£34.5m £157.5m £145.1m
A 78.8% V¥ 30.6% V¥ 35.4%
increase year-on-year decrease year-on-year decrease year-on-year
2024: £19.3m 2024: £227.1m 2024: £224.6m
Annual investment commitment Private and Public Sector £1,4‘|
Investment enabled billion
alongside our capital -
o’
£785 —
million £400 v\ /
o’
£225 e million £324 —’
- £145 — million N—’
million o — - v\ /
million v v - N ”
., / a9 N—’ N’ N—’ N—’
e’ ' ' e’ '’ '
FY23/24 FY24/25 Total since FY23/24 FY24/25 Total since
launch launch
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2024/25 Financial highlights
1. Growing investment portfolio

We committed a further £145.1 million (2024: £224.6 million) of investment across eight new and 15 follow on
investments. On deployment, a further £157.5 million (2024: £2271 million) worth of investments (which includes
£26.7 million from the Scottish Government’s offshore wind fund) were made in the year.

Our investments were across all three missions and are diverse both in terms of type of investment - i.e., debt
and equity — and, importantly, geographical location with the Bank continuing to invest in businesses and
projects that span the length and breadth of Scotland. The mixture of the investment portfolio between debt
and equity is largely consistent year-on-year and in line with our plans over the longer term. Moreover, our
investment was made alongside third party capital invested of £324 million, demonstrating our ongoing ability
to crowd-in additional investment.

During the year, the investment portfolio was transferred from our subsidiary, Scottish Investments Limited (SIL)
to the Scottish National Investment Bank plc — the Company. Scottish Investments Limited is now the regulated
entity of the Group and provides investment management services to Scottish National Investment Bank plc,
which remains the patient capital impact institutional investor and development finance institution. SIL acts as
investment advisor to the plc and undertakes arranging and structuring for investment transactions in which
the plc is active.

Investment Profile

Income (Em) Drawn (Em) Commitment (Em)
40 240 2271 240 2007 2246
345
35
200 200
30
160 160 1451
25 1419
20 120 120
15
80 80
10
40 40
5 19
0 0 0
FY21/22  FY22/23 FY23/24 FY24/25 FY21/22 FY22/23 FY23/24 FY24/25 FY21/22 FY22/23 FY23/24 FY24/25
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Financial Performance continued

2. Portfolio income generation

Our investment portfolio generated income of

£34.5 million in the year (2024: £19.3 million), through
a mixture of interest (both cash and capitalised),
fees and dividends. The increase in income of

£15.2 million (year-on-year growth of 79%) recognised
during the year underlines the importance of continued
investment into debt instruments each year. This
further demonstrates our commitment to generating
a commercial return on investments and providing
continued progress towards operational financial
self-sustainability (where the income we receive
more than covers the costs we incur in a given year).

Our income in FY24/25 was £34.5 million. This was
significantly ahead of the £17 million we forecast in
last year’s Business Plan. There were several factors
influencing this, but a significant contribution was
that a number of our investments were made via
‘Convertible Loan Notes’, where loans convert to
equity at a certain point. These conversions are
happening later than originally forecast, which help
contribute to the higher income in FY24/25 and the
forecast drop in income to £23 million for FY25/26.

As our investment portfolio grows, our income is
increasing, eliminating the requirement for our
Shareholder to support operational costs. While
we have a growing portfolio and a strong pipeline,
our track record is still relatively short, therefore our
income still has the potential to vary year on year.
We anticipate continuing to achieve sustained
operational financial self-sustainability in future
years (pre investment related gains and losses).

3. Movement in fair value of investments

At the end of FY24/25 we had a portfolio of 42
investments. We monitor the performance of our
investments on a regular basis. This includes a formal
valuation process every quarter, which provides
analysis of the performance of individual portfolio
companies. As at 31 March 2025 our portfolio was
valued at £604.5 million. This includes the additional
deployment of £157.5 million during the year into

a mixture of existing and new investments.
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As an investor, we plan to deliver a commercial return
over a multi-year investment period that can be subject
to fluctuations as evidenced by the unrealised loss

of £76.9 million (2024: loss of £9.8 million) which,
represents 12.7% of the year end portfolio value.

A significant part of this fair value loss for the year
reflects underlying performance within certain of our
investee companies. This is a natural consequence of
the higher risk of some of the Bank’s investments, but
reflects our higher risk appetite for the investments we
make. Given the market conditions, both for growing
new, scaling businesses, and for fundraising we have
seen a small number of our investee businesses

not achieve the milestones they set out in their
business plans at the point we invested, affecting
their cash flow and business development. Where
this happens, we work closely with the business to
see how they can return their business to being in
line with plan, and this has included measures such
as reassessing future delivery of business plans and
recruiting new board or executive team members.
Such early-stage unrealised losses are expected
given the Bank’s role as a development financing
institution and are ‘unrealised’ as the Bank still holds
the investments.

Fair value movements to a lesser extent also relate
to market economic variances over the year, which
have resulted in a change to the fair value of debt
investments that are valued under the International
Private Equity and Venture Capital guidelines (IPEV).
These movements are largely a result of macro-
economic factors rather than being a specific
reflection on our individual debt investments,
though we continue to monitor this closely as part
of our quarterly valuation process. Fair value is also
impacted by foreign exchange movements for our
non-sterling denominated investments.

While we recognise that as a development bank

it is likely that not all of our investments will deliver
a positive return, particularly at the early stage of
investment, we continue to work towards a positive
commercial return across our portfolio as a whole.
Therefore, our ability to support investments with
higher risk profiles is critical in enabling other
investors in the ecosystem to deploy their capital.

Movement in fair value of investments
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4. Tight cost control around operating expenses

Our operating expenses as a proportion of the
portfolio of investments has continued to reduce -
2.63% at March 2025 (2024: 318%) — as we continue
to make efficient use of our resources. We continue to
challenge ourselves around the cost base, resource
and quality requirements for our operational delivery,
ensuring we have a value for money culture.

In FY24/25 total operating costs increased to
£16.2 million (2024: £16.1 million) but were 19%
lower than budgeted costs of £20.1 million.

This under-budget performance, delivered in an
environment of high inflationary pressures on our
cost base, demonstrates a strong cost control
environment, a value for money focus and the
strength of the procurement processes that we

operate. The budgeted increase in operating
expenses is reflective of maturing operations

and a growing investment portfolio. We also
successfully continued to recruit and support our
employees and build out our infrastructure with 85
employees at the year-end (2024: 79 employees).
While we have recruited the majority of the key
roles required to deliver the Bank’s ambitious plans,
there are a small number of additional roles we
expect to recruit as our portfolio grows.

Our average creditor days was broadly in line with

the previous year (three days), below the Scottish
Government’s prompt payment commitment of 10
days. This performance is in line with our commitment
to prompt payment, supporting our suppliers and
demonstrating responsible business practices.
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Statutory result for the year The graphs below show the movement by category of the Statement of Comprehensive Income for the current

and previous financial year, as described in the sections above.
Summary

The Bank’s statutory result for the year is a loss before tax of £68.4 million (2024: £14.6 million) so while our income
of £34.5 million (2024: £19.3 million) was ahead of forecast, and our costs of £16.2 million were below budget,
this loss is primarily due to the unrealised losses on investments referred to earlier. Excluding these unrealised losses,
the Bank made a profit of £18.5 million compared to £3.2 million profit the year before. This demonstrates further
progress towards operational financial self-sustainability. We recognise that as a mission led development bank, we
have multiple objectives in addition to financial and commercial outcomes. Our commercial outcomes however are Interest Income _ 301
influenced by the performance of our portfolio and in the early years these may create fluctuations. Net assets were
£626.2 million as at 31 March 2025 (31 March 2024: £516.2 million). The results for the year are summarised below:

FY24/25 analysis by category of Statement of Comprehensive Income (Em)

Other Income . 44

Realised (losses)/gains on investment assets | 0.2

Net unrealised (losses)/gains on investment assets (76.9) _

For the year 1 April 2024 to 31 March 2025 £°000
Employment Costs (10.7) -
Investment income 34,541
Non-employment costs (5.2) .
Gross operating income 34,541
Realised gain on investments 200 Pepreciation ©3 |
: ) . -100 -80 -60 -40 -20 o 20 40
Net unrealised losses on revaluation of investments (76,939)
Net operating income (42,198)
Operating expenses incl interest (16,230)
Loss before tax (58,428) FY23/24 analysis by category of Statement of Comprehensive Income (Em)
Tax credit 2875
Loss for the year after tax (55,553)
Interest Income - 146
Other Income . 47
. . . Realised (losses)/gains on investment assets (8.0) -
Financial position as at 31 March 2025 £°000
[ 604547 Net unrealised (losses)/gains on investment assets (9.8) -
Property, plant and equipment 698 Employment Costs (94) -
Deferred tax asset 8,600
Other assets/(liabilities) Non-employment costs e [l
Cash and cash equivalents 15450 Depreciation ©1) ‘
Trade and other receivables 926
Trade and other payables (3,889) -100 -80 -60 -40 20 0 20 40
Total net assets 626,232
Equity
Share capital 645,853
General fund (19621)
Total equity 626,232
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Financial Performance continued

Investment portfolio

We are an impact investor. We invest for the long
term which results in both commercial and non-
financial returns also being realised over a longer
term. We invest through a range of equity, debt and
fund instruments and the proportion or mix of these
across our portfolio significantly influences the profile
of our financial returns. These investments typically
range from £1 million to £50 million in equity, debt
and fund investments spanning the length and
breadth of Scotland, although we will on occasion
invest outside this range.

For many investments, the timing of capital
drawdown will vary depending on the requirements
of the business or project and may run across several
financial years. This means there is generally a delay
between the commitment of funds to an investment
and the full drawdown of those funds. This delay is
driven by the nature of the investment. For example,
direct equity is most often fully drawn on the day of
the commitment whereas fund commitments are
likely to be drawn over longer periods, for example,
five years. Project finance debt is also often drawn
over a number of years.

The capital we are allocated for a given year will
therefore fund amounts drawn for both new
investments and to satisfy drawdowns from prior
year commitments. Our investment mix ensures a
mix of income profiles. This can include investments
that generate income immediately, for example
through interest and/or arrangement and monitoring
fees, which are complemented by capital gains in

equity investments that may take years to be realised.

We recognise the challenges that annual budgeting
and the drawdown profile described above can
create. These challenges impact both the Bank

and the Scottish Government. It has been and
remains a clear priority to address this. We have
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worked with our Shareholder to find solutions to

this annual budgeting challenge, and have agreed
some initial flexibility. We will continue to work with
our Shareholder to build on this positive start toward
greater levels of flexibility that ultimately will enable
our shared aim of the Bank becoming a perpetual
investment fund for Scotland to be realised. As an
impact investor this solution must provide the flexibility
that enables us to give current and potential investees
the assurance that capital is available, potentially over
multiple years.

While our levels of investment commitment and
deployment were behind plan for FY24/25, we do
now have growing momentum in our pipeline of
investment opportunities and this, coupled with
a pattern of deploying capital into investments
committed in prior years, provides confidence for
our forecast deployment for the year ahead.

We are very aware that the economic climate
continues to be challenging. We have already
withessed changes to risk appetite for some within
the investment sector, although we are also aware
that there is capital available in the market to invest
in strong opportunities and see part of our role in
enabling this capital to be deployed. We are also
aware of the continued pressures on the public
finances and the challenge this presents for the
financial year ahead.

Whilst the FY25/26 net investment budget of

£200 million awarded to the Bank by the Government
is higher than the £174 million net budget awarded
for the previous year, it is still lower than the amount
included in the FY24/25 Business Plan of £222 million
which has a consequential impact on our income
generation. In the year ahead we do also have the
opportunity to draw down against a separate source
of capital, the Scottish Government’s offshore wind
fund, which we accessed for the first time in FY24/25.

As Scotland transitions through a period of economic
headwinds, our role in the market will be increasingly
important as the risk appetite of private investors

and more traditional investment sources reduces.
Given this, it is even more critical that we continue

to invest in businesses and projects, and that we
enable private sector investment through the prudent
application of our higher appetite for investment risk.

This higher risk profile, range, and number of
investments that we make will inevitably increase

the volatility of our portfolio in comparison to the
private sector. We continue to monitor the performance
of our investments on a regular basis and have a
formal quarterly valuation process which provides
analysis of the performance of individual portfolio
companies. Where we see investee businesses deviate
negatively from their projected performance we will
assist to support them to return to their original plans.
In addition, our Investment Risk team perform a
regular assessment of the portfolio considering
trading performance and key risks — recommending,
where appropriate, a close monitoring status.

The Bank classifies investments as financial
instruments at fair value through the profit and loss
(FVTPL) as they are managed, and their performance
evaluated, on a fair value basis in accordance with

a documented valuations policy. Investments are
reported to the Board on this basis and investment
valuations are performed quarterly and audited at
the year end. While reflecting fair value (the price that
would be received on selling an asset in an orderly
transaction between market participants at the
measurement date) it exposes us to volatility within
our profit and loss on unrealised gains and losses on
investments. The fair values of unquoted investments
are inherently subjective as they are based on several
forward-looking estimates and judgements.
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In our early years, as the portfolio continues to grow,
there may be some increase in volatility. This volatility
— both positive and negative — will be increased and
unrealised gains and losses are expected as a result of;

*

Portfolio company performance.

>

Liquidity preference giving rise to gains on
investment in the initial years.

¢ Fund net asset values reducing in early years
due to the up-front fund setup and investment
costs versus capital appreciation and expected
gains in latter years.

* Capitalised interest giving rise to an offsetting
unrealised loss, where the fair value of the
investment has remained flat since acquisition.

These are in line with industry and development
finance expectations and also reflect exposure to
wider macro-economic and geopolitical events. In
the period covered by these accounts we recognised
a net unrealised loss of £76.9 million across our
investment portfolio, which is closely monitored but
not outside of our risk appetite.

The main components of the unrealised loss are
discussed on page 30.

One of our key roles is to work alongside private, public
and third sector partners. This is to help accelerate
investment from all sources into businesses and projects
that will support our missions. Therefore, we not only
expect to make a positive return on our investments in
the medium-to-longer term, but also to maximise our
mission impact by working collaboratively with others
in the market to maximise their opportunity to invest
and hence to accelerate investment activity in the
Scottish economy as a whole.
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Financial Performance continued

The Bank’s capital, liquidity and funding

The capital we invest is provided by the Scottish
Government in line with its commitment to capitalise
the Bank with £2 billion over our first 10 years. Shares
in the Bank are issued to the Scottish Government,
on behalf of the people of Scotland, in return for

the value of capital funding received for investment.
Over time, it is envisaged this capital will be recycled
and reinvested in the Scottish economy, creating

a perpetual investment fund. In the financial year
covered by these accounts, £153.1 million of shares
were issued™.

While our income is now more than covering our
operational costs, some of this income is in the
form of capitalised interest, so we do continue to
need cashflow funding to run our operations. As
our investment portfolio grows and we continue to
increase the income we generate, this will — over
time - reduce the requirement for the Shareholder
to support our operational costs. For FY24/25 we
did not require operational (resource) budget. Our
income generation does however remain sensitive
to our investment profile. We closely monitor our
liquidity position through cashflow forecasting and
reporting, taking into consideration all financial and
operational commitments.

At 31 March 20256 funding received and not yet
deployed (for investment or operational expenditure)
of £15.4 million is recorded on the balance sheet within
the general fund and held within the Government
Banking Service to ensure that there is minimal cost to
the Scottish Government. Resource funding received
and utilised, together with the profit or loss retained
for the year, is recorded in the general fund.

*The difference between this and the investment amount drawn in the year
relates to three investments for £26.2 milion made after 23 March 2025 for
which shares will be issued after year end.
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There is no commitment to repay government
operational funding. Income derived from the
Bank’s investment activity will cover our operational
costs (excluding investment losses), together with
proceeds on exit of investments. We aim for these
resources to be invested alongside our public capital
in businesses and projects to support the delivery of
our missions.

Forward outlook

For the second year in a row our income from our
portfolio has been greater than our operational costs,
removing the need for operational resource budget
from the Scottish Government. Due to our positive
income trajectory and tight cost control, we forecast
our finances to remain operationally self-sustaining
(pre investment gains and losses), and this remains
a key priority for us.

To support this, our objective is to have a portfolio of
investments and a third party capital management
strategy that provides positive commercial returns
along with economic, environmental, and societal
impact. This, in turn, will support the continued
growth of the Bank and our aim of becoming a
perpetual investment fund for Scotland. We will
therefore continue to grow and diversify our income
and returns, contributing towards ongoing financial
self-sustainability.

.. Our objective is to have
a portfolio of investments
and a third party capital
mMmanagement strategy
that provides positive
commercial returns
along with economic,
environmental, and
societal impact.
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Risk Management

As a development bank we recognise our pipeline of
potential and committed investments carry a clear
degree of risk.

Given our role as an investor, we achieve our overall
purpose not by avoiding risks, but through identifying
and managing an acceptable level of risk. We make
informed choices regarding the risks that we want

to take to deliver our overall strategy. A wide range

of risk types are inherent to our business model and
operations, and in delivering our mission impact
investments. We aim to effectively identify, manage
and mitigate these risks and recognise that excessive
and poorly managed risk taking, can lead to financial
losses, and non-financial impacts, negatively impacting
the delivery of our missions over time and causing
reputational damage.

Governance structures are key to a successful
organisation. They define decision-making processes,
clarify roles and responsibilities, leading to a well-
controlled and agile business. Our Risk Management
Framework and processes seek to enable and
support the delivery of our strategy, by ensuring
material risks are identified, monitored, and managed
effectively and reported appropriately. The strong
control environment we have put in place, while
continuing to evolve, has effectively supported the
management of risks connected with our business
activities throughout a period of economic volatility
and geopolitical instability.

Risk governance

The Board is ultimately accountable for effective

risk management. This accountability is delegated

to the Chief Executive Officer supported by the
Executive team for the day-to-day running of the
Bank. In particular, the Board retains responsibility for
approval of Risk Management Framework (including
risk appetite), and for putting in place a governance
structure that supports effective risk management
alongside delivery of corporate objectives. Aspects
of this responsibility have been delegated to the Risk

38 Annual Report and Accounts 2025

Management and Conflicts Committee. In addition,
the Board is assisted in its risk management role

by the Audit Committee, which monitors and reviews
the financial internal controls framework. In addition
to the risk reporting being provided to the Committees,
a new format of risk reporting to the Board has been
introduced during the year.

We continue to operate a ‘three lines of defence’ model
which makes clear the delegated responsibilities of
the Board, Committees, the Executive team and our
teams across all areas of the Bank:

* The first line of defence (management and
employees with investment and operational
responsibilities) has primary responsibility for
identifying, managing and reporting of the
risks incurred in the execution of strategic and
operational plans on a day-to-day basis and for
adopting appropriate controls and activities.

¢ The second line of defence (the internal
control and oversight functions) is responsible
for the design of risk policies and methodologies,
supporting the first line in identifying risks,
monitoring performance and compliance,
delivery of risk reporting and providing objective
independent review and appropriate challenge
to the first line of defence.

+ The third line of defence (internal audit) provides
independent and objective assurance on the
robustness and appropriateness of the overall
system of internal control including periodic
assessment of the overall risk governance
framework. We operate an outsourced model
and BDO LLP was engaged by the Bank as our
outsourced internal auditor through FY24/25,
providing risk assurance on the effectiveness
of our internal control framework, including first
and second-line controls.

ldentifying, assessing, managing and reporting risks is
carried out across the three lines of defence through
management to our Board and relevant committees.

Risk culture

The Board considers a strong risk management
culture to be essential in enabling effective, informed,
risk-based decision-making at all levels of the Bank.

The Board continues to embed risk management
culture by ensuring that the Executive team review
and refresh our risk policies and risk profile through
communication and employee engagement and
training. There was particular focus in the year on
risk appetite. Two sessions were held with the Board
to refine and update our risk appetite levels and the
associated Key Risk Indicators. With SIL obtaining its
FCA authorisation during the year, there was also a
particular focus in the year on conduct training with
training being provided to the Board and staff as
appropriate. It is the day-to-day responsibility of the
Executive team to ensure that the risk management
processes are cascaded and consistently embedded
in the organisational culture of the Bank.

In particular:

+ Tone from the top: The Bank’s management
contributes to communicating core values and
expectations to staff. This includes promoting an
environment of open communication and effective
challenge. The Board and Executive team promote,
monitor and assess the risk culture of the Bank.

¢ Accountability: There is clear ownership of risks and
controls across the Bank. Employees at all levels
are expected to know and understand the core
values of the Bank, and their role in managing risk.

+ Incentives: Incentives play a key role in aligning the
risk-taking behaviour with the Bank’s risk profile and
long-term interest. The Board and the Executive
team reward and encourage all employees to
demonstrate the right behaviours and culture
as reflected in the Remuneration Policy.
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Risk Management Framework

We have established a framework of policies,
procedures and structures to manage risk. These are
described in the Risk Management Framework (RMF),
which is itself subject to regular review and approval
by the Risk Management and Conflicts Committee
and the Board. The RMF applies across the Bank’s
group of companies including subsidiaries Scottish
Investments Limited (SIL) and Scottish Investments
Services Limited (SISL). A full copy of the RMF can be
found on our website.

The RMF defines our approach to risk management,
from ensuring that our risk strategy reflects the
organisation’s overall corporate strategy, to defining
the methodology for assessment and measurement
of risk.

The Governance, Legal, Risk and Compliance
function maintains a suite of risk policies. A new
overarching Policy Framework was introduced in the
year which outlines the governance approach for the
policies in place at the Bank. The policy framework

is reviewed regularly by the Risk Management and
Conflicts Committee and the Board and is available
to all employees.

The Chief Risk Officer and General Counsel owns
the Investment Risk Policy which establishes a set of
high-level principles to enable effective identification,
assessment, management, monitoring and reporting
of investment risk in line with the agreed risk appetite
level. The Investment Risk Policy underwent a
comprehensive review to ensure its continued
alignment with our risk management objectives.

The Bank will identify, measure, monitor and mitigate
various investment risks in its investment decision
making and portfolio management processes.

This is primarily achieved by comprehensive risk
assessment of proposed investments during
investment origination and active risk monitoring of
investments in the Bank’s portfolio. The Investment
Risk team conducts thorough independent risk

The Scottish National Investment Bank plc Copyright 2025 39




<

Risk Management continued

analysis and evaluation of all investment proposals
presented by the investment team. This aims

to minimise potential losses by identifying and
measuring the key risks and mitigants present in
each investment opportunity. It does this through
proactive interrogation and challenge of all proposals
before presentation at Investment Committee,

thus maintaining a robust contribution throughout
the investment process and in accordance with

the Investment Risk Policy. As part of this process,
Investment Risk provide a written risk opinion to

the Investment Committee. In addition, Investment
Risk provides subject matter expertise to support
the investment team to meet their own first line risk
management roles and responsibilities. The Chief
Risk Officer and General Counsel is a voting member
on all Investment Committees. Active and regular
risk monitoring of the Bank’s investment portfolio

is performed to ensure timely identification and
mitigation of these identified risks. Regular reporting
of the portfolio’s risk profile and key risk metrics is
provided to the Bank’s Risk Management & Conflicts
Committee, Investment Oversight and Valuations
Committee and Executive Committee.

All investments are subject to ongoing performance
review, the frequency of which depends upon an
ongoing assessment of their individual quality; many
investments will have financial and other information
covenants which inform this process. Formal risk
reviews are undertaken at least annually, and more
frequently for those investments requiring greater
levels of monitoring or active management.

Investments that are identified as approaching
financial difficulty or having a heightened risk level are
subject to an enhanced monitoring process (“Close
Monitoring”). Close Monitoring aims to identify these
issues and to take proactive steps to mitigate the risk
of financial loss for the Bank.

During this financial year there has continued to be
further refinement and enhancements to investment
risk reporting.

Operational risk focuses on the business itself and
how it operates, embedding a culture of awareness,
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using the three-lines-of-defence model to identify,
measure, mitigate and report the operational risks that
could impact the strategic objectives of the business.

A standard risk management methodology is in place
for all risks, including guidance on identification,
measurement and reporting of risk. Operational Risk
work with all areas of the business ensuring that the
cyclical ‘risk management process’ is followed and
that risk identification and review is undertaken on

a continuous basis. This allows the business to be
assured that we are aware of the opportunities and
uncertainties that can arise through the day-to-day
operation of the Bank.

Risk classification

During the period, the Board, through the Risk
Management and Conflicts Committee, kept the
RMF under review. Periodic assurance over the RMF
is obtained through the internal audit function who
undertook a further audit of the RMF during the year
focusing on the embeddedness of the RMF and
within the business.

Full details of this can be found in the report from
the Chair of the Risk Management and Conflicts
Committee on page 89.

Through its risk identification activities, as described
in the RMF, we have identified seven principal risks
(‘Level 1" Risk type) and, within these, a larger number
of more specific risks (‘Level 2’ risks) of particular
relevance to the current and future plans of the Bank.

A suite of key risk indicators is in place which are
designed to give management and the Board early
sight of significant changes in risk profile for the Level
1risks. These key risk indicators were reviewed during
the year and refinements agreed by the Board.

We carry out a robust assessment of the emerging
and principal risks facing the Bank, including those
that would threaten our business model, future
performance, solvency and liquidity. These are
detailed at a high level below. The types of principal
risks to which the Bank is exposed have not changed
significantly since our 2024 Annual Report.

Risk classification

Mission
Alignment

Mission
Reporting

Mission
Delivery

Third Party
Capital

Investment

Risk

Equity
Investment
Risk

Debt
Investment
Risk

Portfolio
Risk

Ethical
Investment
Risk

Subsidy
Control

Financial
Risk

Financial

Management

Financial

Reporting

Funding
Risk

Tax
Risk

Operational
Risk

Technology
and Cyber
Risk

Business
Continuity

Outsourcing
and
Third-Party
Risk

Health and
Safety

Information
and Data
Governance

Execution
Delivery and
Process
Management

Model
Risk
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Environmental,
Social & Culture

Stakeholder
Governance Risk Risk
(ESG) Risk

Corporate ) Shareholder
People Risk
Governance Engagement
Equality, Media,
Regulgtory Diversity, and Marketing and
Compliance § =
Inclusion Communications
Public Sector
Legal Stakeholders
Compliance (excl.
Shareholder)
Eremel Private Sector
Sl Stakeholders
(excl. Media)
Climate
Related Risk
Key

Level 1

Risk Type

Level 2
Risk Type
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Risk Management continued

The Bank has defined and agreed risk mitigations and its risk appetite for each of our Level 1 principal risks.
These were reviewed during FY24/25. The risk appetite statements for Level 1 were revised and risk appetite
levels assessed for Level 2 risks. A summary of the definitions and appetite statements in relation to the different
level 1 principal risks is outlined below and the Level 1 risk appetite statements can be found in the RMF which
can be found on our website.

The Bank’s Principal Risks

Risk trend from 2025 reporting year

Strategic Report
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V Decreased risk No change to risk A Increased risk
Level 1 Risks Definition Risk appetite statement Controls and Mitigants Trend
Mission The risk that the type, kind, or number The Bank has a medium appetite for failing to # |mpact thesis created for each investment considered throughout investment Unchanged
of investments or loans originated or meet its stated impact ambitions due to the governance process.
held by the Bank are not sufficiently inherent uncertainty of investing in early-stage ) )
) o . . : . ¢ Impact related covenants included in Investment Agreements.
aligned to a mission or fail to deliver and under-invested businesses and new and
the impact ambitions. unproven business models. ¢ Key Risk Indicators and risk reports assess mission concentration.
The Bank has a very low appetite for investing ¢ Active portfolio management and reporting processes. Quarterly consideration at Investment
in businesses which are not aligned to the Oversight and Valuations Committee and six-monthly Board reporting against mission-aligned
Bank’s missions. Impact ambitions.
Investment The risk of losses or write-downs due to The Bank has a high appetite for investment ¢ Robust investment governance process, which reviews the commercial, financial and impact Unchanged
failed loans, investments or inadequate risk. As a development Bank, the Bank seeks out cases for investment.
portfolio management. underinvested risk which by its nature will be high risk. * Independent second line risk analysis for each investment and at portfolio level.
There is a low appetite for losses due to inadequate ¢ Investment management process oversees ongoing financial and non-financial performance.
controls over the investment process or inadequate
portfolio management.
Financial The risk of unstable capital or liquidity The Bank has a medium risk appetite for the funding ¢ Bank Executive Committee (ExCo) have regular engagement with Shareholder to discuss Unchanged
arising from fluctuations in funding risk associated with relying solely on the Scottish financial performance and funding model and continue to push for solutions on financial
streams, investment returns, financial Government for its funding. flexibility over budget periods and multiyear budget settlements.
performance, or external factors. The Bank has a low risk appetite for all other ¢ Annual budget approved by ExCo and Board and regularly monitored throughout the
elements of financial risk, including the effectiveness financial year.
of internal budgetary processes, financial reporting ¢ Segregation of duties and review controls in place for all key financial processing and
and tax compliance. reporting processes.
Operational The risk of direct or indirect losses The Bank has a low appetite for operational risk. # Risk and Control Self-Assessments undertaken for each Business Area on a six-monthly basis. Unchanged

resulting from inadequate or failed
internal processes, people, and
systems or from external events.

¢ Business continuity management framework (business impact analysis, Business Continuity
plans, disaster recovery process, incident management process, etc.).

¢ Policy suite in place to provide coverage over all key risk types.
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Risk Management continued

The Bank’s Principal Risks

Risk trend from 2025 reporting year

V Decreased ris