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Message from our leaders

Welcome to the Transparency Report 2023 of EY Slovenia. We believe that how
we continuously improve audit quality, identify and mitigate risk, and maintain
our independence as auditors should be transparent to stakeholders. This
report is one of the ways in which we provide an update on what we are doing
in these areas.

Janez Uranic The execution of high-quality audits with independence, integrity, objectivity

EY Slovenia and professional skepticism is central to serving the public interest and is a top

Managing Partner priority for EY Slovenia and the EY organization. High-quality audits build trust
and confidence in capital markets, which drives investment and economic
growth, creating long-term value for society.

Companies, regulators and other stakeholders count on us to deliver excellence
in every engagement, and to support this, we are committed to continuous
improvement and providing an environment in which auditors can thrive. This
includes recruiting, developing and retaining talented people and nurturing
their careers, embracing innovation, encouraging simplification and critically
evaluating the work of audit teams to identify areas for improvement. The aim
is to exceed regulatory benchmarks and produce high-quality audits. At EY

Sanja Kosir Slovenia, our reputation is based on and grounded in providing high-quality
Nikasinovié professional audit services, objectively and ethically, to every entity we audit.
EY Slovenia We embrace the transparency objectives of the European Union's Regulation
Assurance Leader 537/2014 (Regulation) and Auditing Act (ZRev-2), which require Slovenia

statutory auditors of public interest entities (PIEs) to publish annual
transparency reports. The EY Slovenia Transparency Report 2023 complies
with the Regulation and Auditing Act (ZRev-2) and covers the fiscal year
ending 30 June 2023 as well as any more recent relevant events.

This report highlights how we have implemented the International Standard on
Quality Management 1 (ISQM 1) to drive further audit quality improvements.
The new standard, which became effective 15 December 2022, requires audit
firms to design, implement and monitor a system of quality management. The
EY organization's approach to ISQM 1 builds upon our strong global integration
and existing EY processes and controls designed to continuously improve and
sustain audit quality. EY Slovenia, along with other EY member firms who
perform ISQM 1 engagements performed its first System of Quality
Management annual evaluation as of 30 June 2023. Our annual evaluation
conclusion as of 30 June 2023 was that the System of Quality Management
provides reasonable assurance that the objectives of the System of Quality
Management are being achieved. You can find more detail on this evaluation in
the System of Quality Management section of this report.

NextWave is our global strategy and ambition to deliver long-term value to
clients, people and society. EY continues to focus on creating, protecting and
measuring long-term value across all four dimensions of the NextWave
strategy: people value, client value, societal value and financial value. It is by
integrating all of these dimensions that EY fulfills its purpose of Building a
better working world.

Transparency Report 2023 3




EY purpose: Building a
better working world

The EY organization is
committed to doing its
part in building a better
working world.

The audits delivered by EY
people help build trust and
confidence in business and
the capital markets. EY
auditors serve the public
interest by delivering high-
quality, analytics-driven
audits with independence,
integrity, objectivity and
professional scepticism. In
so doing, the EY
organization helps create
sustainable, long-term
value for stakeholders.
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You can learn more about this strategy and how it applies to our audit services
in the Engagement performance section and in the Infrastructure supporting
quality section. In this report, you can also learn about our Sustainable Audit
Quality (SAQ), program, which provides a framework to help address the
evolving risks of the audit and a globally consistent approach to sustaining
high-quality audits across the EY network. You will also learn how we continue
to transform the way EY teams deliver the financial statement audit and meet
changing business needs and stakeholder expectations. At the heart of our
transformation is driving consistency in how we apply our audit methodology,
how we manage our audits and how we use innovative technology. This
commitment includes a US$1b investment in a next generation Assurance
technology platform to facilitate trust, transparency and transformation. The
investment program will integrate existing EY Assurance technologies under
one seamless global platform while leveraging advanced technologies to
transform capabilities and power a new generation of data-driven

assurance services.

We also include updates on our continuing commitment to sustainability, within
the EY organization and for EY clients, as an important element in creating
long-term value for all stakeholders. For example, EY Assurance services can
help clients respond to investors and stakeholders who are seeking more robust
and transparent nonfinancial information. Nonfinancial or environmental,
social and governance (ESG) reporting continues to require measuring and
reporting on metrics beyond the customary financial statement elements, the
assurance over which could be important to delivering long-term value. The EY
organization is also on its own sustainability journey, which includes the EY
carbon ambition to reduce absolute emissions by 40% through a 7-point action
plan, while maintaining business growth. The EY organization became carbon
negative in 2021 and remained carbon negative in 2022, following the
achievement of carbon neutrality in 2020. EY Slovenia is doing its part in
achieving these goals.

We remain focused on enhancing audit quality and upholding our
independence, informed by several factors, including our evaluation of our
System of Quality Management that includes our external and internal
inspection results. Continuous and sustainable improvement of audit quality
requires us to challenge approaches to audit execution, and we concentrate on
this by evaluating our monitoring results, including inspection findings, and
taking responsive actions.

Trust and confidence in financial reporting in the capital markets is critical in an
ever-changing environment, and auditors play an important role.

We encourage all EY stakeholders — including clients and their investors, audit
committee members and regulators — to continue to engage with us on our
strategy as well as any of the matters covered in this report.

Janez Uranic Sanja KoSir NikaSinovi¢
Director, Country Managing Partner Director, Country Assurance Leader
Ernst & Young d.o.o. Ernst & Young d.o.o.
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About us

Legal structure, ownership and governance

In Slovenia, Ernst & Young d.o.o. is a limited liability
Company organized in Ljubljana and is a member
firm of Ernst & Young Global Limited, a UK company
limited by guarantee (EYG). In this report, we refer to
ourselves as “EY Slovenia,” “we,"” "us" or "our.” EY
refers collectively to the global organization of the
member firms of EYG.

Details regarding the ownership of EY Slovenia are
available in the public registry of companies in
Slovenia. EY Slovenia also includes the other EYG
member firms in Slovenia:

» Ernst & Young Svetovanje d.o.o.

Ernst & Young d.o.o. performs audit services and
audit related services, whereby the company Ernst &
Young Svetovanje d.o.o. performs tax services,
various advisory services and other non-audit
services. The ultimate controlling company of both
members of EYG in Slovenia is the same. Formal
representatives of the company Ernst & Young d.o.o.
Slovenija are partners Janez Urani¢ and Sanja Kosir
Nikasinovi¢, and for Ernst & Young Svetovanje d.o.o.
Janez Urani¢ and Matej Kovaci¢. Partners are
responsible for day-to-day management activities
and for the application of global and area level policy
at the country level.

EY Slovenia has one office in Slovenia, based in
Ljubljana.

EYG member firms are grouped into three geographic
Areas: Americas; Asia-Pacific; and Europe, Middle
East, India and Africa (EMEIA). The Areas comprise
multiple Regions. Regions are groupings of member
firms (and in the case of EY US, within that member
firm) along geographical lines with the exception of
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the Financial Services Organization (FSO) Regions,
which comprise the financial services activities of the
relevant member firms within an Area.

EY Slovenia is part of the EMEIA Area, which
comprises EYG member firms in 92 countries. Within
the EMEIA Area, there are eight Regions. EY Slovenia
is part of the CESA Region.

Ernst & Young (EMEIA) Limited (EMEIA Limited), an
English company limited by guarantee, is the
principal coordinating entity for the EYG member
firms in the EMEIA Area. EMEIA Limited facilitates
the coordination of these firms and cooperation
between them, but it does not control them. EMEIA
Limited is a member firm of EYG, has no financial
operations and does not provide any

professional services.

Each Region elects a Regional Partner Forum (RPF),
whose representatives advise and act as a sounding
board to Regional leadership. The partner elected as
Presiding Partner of the RPF also serves as the
Region's representative on the Global Governance
Council (see page 7).

In Europe, there is a holding entity, EY Europe SRL
(EY Europe). EY Europe is a Limited Liability
Cooperative Company (SRL or BV) incorporated in
Belgium. It is an audit firm registered with the Institut
des Reviseurs d'Entreprises (IRE-IBR) in Belgium, but
it does not carry out audits or provide any
professional services.

To the extent permitted by local legal and regulatory
requirements, EY Europe has acquired or will acquire
voting control of the EYG member firms operating in
Europe. EY Europe is a member firm of EYG. EY
Europe acquired voting control of EY Slovenia as of
28 March 2019.

The board of directors of EY Europe is made up of
senior partners of EYG member firms in Europe. It
has authority and accountability for strategy
execution and management of EY Europe.



EY Areas, Regions and countries*

Americas
7 Regions
33 countries

*Figures are as of 1 July 2023

Network arrangements

EY is a global leader in assurance, tax, strategy and
transactions, and consulting services. Worldwide,
more than 390,000 people in member firms in 148
countries share a commitment to building a better
working world, united by shared values and an
unwavering commitment to quality, integrity and
professional skepticism. In today’s global market, the
integrated EY approach is particularly important in
the delivery of high-quality multinational audits,
which can span nearly every country in the world.

This integrated approach enables EY member firms
to develop and draw upon the range and depth of
experience required to perform such diverse and
complex audits.

EYG coordinates the various activities of the member
firms and promotes cooperation among them. EYG
does not provide services, but its objectives include
the promotion of exceptional high-quality client
service by member firms worldwide. Each member
firm is a separate legal entity. Each member firm's
obligations and responsibilities, as a member of EYG,
are governed by the regulations of EYG and various
other agreements.

The structure and principal bodies of the global
organization, described below, reflect the principle
that EY, as a global organization, has a common
shared strategy.

Transparency Report 2023

6 Regions
23 countries

8 Regions
92 countries

At the same time, the EY network operates on a
Regional level within the Areas. This operating model
allows for greater focus on stakeholders in the
Regions, permitting member firms to build stronger
relationships with clients and others in each country,
and be more responsive to local needs.

- Global Governance Council

The Global Governance Council (GGC) is a key
governance body of EYG. It comprises one or more
representative(s) from each Region, other at-large
representatives from any member firm and
independent non-executives (INEs). The Regional
representatives, who otherwise do not hold senior
management roles, are elected by their RPFs for a
three-year term, with the ability to be reappointed for
one additional three-year term. The GGC advises EYG
on policies, strategies, and the public interest aspects
of its decision-making. The GGC approves, in some
instances upon the recommendation of the Global
Executive (GE), certain matters that could affect EY.

& Independent
y Non-Executives

Up to six global INEs are appointed from outside EY.
The global INEs are senior leaders, either from the
public or the private sector, and reflect diverse
geographic and professional backgrounds. They bring
to the global organization, and the GGC, the
significant benefit of their varied perspectives and
depth of knowledge. The global INEs also form a



majority of the Public Interest Sub-Committee of the
GGC. The role of the Public Interest Sub-Committee
includes public interest aspects of decision-making
and dialogue with stakeholders, issues raised under
whistleblowing policies and procedures, and
engagement in quality and risk management
discussions. The global INEs are nominated by a
dedicated committee, approved by the GE and ratified
by the GGC.

Global Executive (GE)

The GE brings together EY leadership functions,
services and geographies. It is chaired by the
Chairman and CEO of EYG and includes its Global
Managing Partners of Client Service and Business
Enablement; the Area Managing Partners; the global
functional leader for Talent; the leaders of the global
service lines — Assurance, Consulting, Strategy and
Transactions, and Tax; and one EYG member firm
partner on rotation.

The GE also includes the Global Vice Chair of
Markets, the Global Vice Chair of Transformation, the
Chief Client Technology Officer, the Chair of the
Global Accounts Committee, the Chair of the
Emerging Markets Committee, as well as a
representative from the Emerging Markets practices.

The GE and the GGC approve nominations for the
Chairman and CEO of EYG and ratify appointments of
the Global Managing Partners. The GE also approves
appointments of Global Vice Chairs. The GGC ratifies
the appointments of any Global Vice Chair who
serves as a member of the GE.

The GE's responsibilities include the promotion of
global objectives and the development, approval and,
where relevant, implementation of:

» Global strategies and plans

» Common standards, methodologies and policies to
be promoted within member firms

» People initiatives, including criteria and processes
for admission, evaluation, development, and
reward and retirement of partners

» Quality improvement and protection programs

» Proposals regarding regulatory matters and
public policy

» Policies and guidance relating to member firms'
service of international clients, business
development, and markets and branding

» EY development funds and investment priorities
» EYG's annual financial reports and budgets

» GGC recommendations on certain matters

The GE is also updated regularly on the status of

ISQM 1 implementation and aspects that require
their attention.
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The GE also has the power to mediate and adjudicate
disputes between member firms.

]
- GE committees

Established by the GE, and bringing together
representatives from across the organization, the GE
committees are responsible for making
recommendations to the GE. In addition to the Global
Audit Committee, examples of other committees
include Assurance, Consulting, Tax, Strategy and
Transactions, Global Markets and Investments, Global
Accounts, Emerging Markets, Talent and Risk
Management.

- Global Practice Group

The Global Practice Group brings together the
members of the GE, GE committees, Regional
leaders, and sector leaders. It seeks to promote a
common understanding of EY strategic objectives
and helps drive consistency of execution across the
organization.

EYG member firms

Under the regulations of EYG, member firms commit
themselves to pursue EY objectives, such as the
provision of high-quality services worldwide. To that
end, the member firms undertake the
implementation of global strategies and plans, and
work to maintain the prescribed scope of service
capability. They are required to comply with common
standards, methodologies and policies, including
those regarding audit methodology, quality and risk
management, independence, knowledge sharing,
talent and technology.

Above all, EYG member firms commit to conducting
their professional practices in accordance with
applicable professional and ethical standards, and all
applicable requirements of law. This commitment to
integrity and doing the right thing is underpinned by
the EY Global Code of Conduct and EY values (see
page 17).

Besides adopting the regulations of EYG, member
firms enter into several other agreements covering
aspects of their membership in the EY organization,
such as the right and obligation to use the EY name
and share knowledge among member firms.

Member firms are subject to reviews to evaluate
adherence to EYG requirements and policies
governing issues, such as independence, quality and
risk management, audit methodology and talent.



Member firms unable to meet quality commitments
and other EYG membership requirements may be
subject to termination from the EY organization.

Creating long-term value for society

At EY, we believe sustainability is everyone's
business. EY, as an organization, is effecting change
at scale by building alliances, forging collaboration
and rallying everyone and every part of the business
to take part. EY continues to focus on creating,
protecting and measuring long-term value across all
four dimensions of the NextWave strategy — people
value, client value, societal value and financial value.
It is by integrating all of these dimensions that EY
fulfils its purpose of Building a better working world.

From advising governments on how to build more
sustainable and inclusive economies, to encouraging
businesses to focus and report on their creation of
long-term value for all stakeholders, EY services
already play a vital role in this. However, more can
and must be done as all stakeholders define their
roles in this journey.

As a proud participant in the United Nations Global
Compact (UNGC) since 2009, EY is committed to
integrating the UNGC Ten Principles and the UN
Sustainable Development Goals (SDGs) into EY
strategy, culture and operations.

Among other things, this commitment is reflected
in:

Corporate responsibility
governance structures

Corporate responsibility across EY is coordinated by
the EY Corporate Responsibility Governance Council
(CRGC). This body includes members of the EY GE,
and provides senior leadership representation from
across EY services lines, functions and geographic
areas.

- The EY social impact ambition

The global corporate responsibility program, EY
Ripples, brings together the global EY network with a
goal of positively impacting one billion lives by 2030.
In the financial year (FY) to 30 June 2023, EY people
have positively impacted 46 million lives through the
EY Ripples program. To date, EY Ripples initiatives
have cumulatively impacted the lives of more than
127 million people, aided by:

» Arigorous focus on three areas (supporting the
next generation workforce, working with impact
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entrepreneurs and accelerating environmental
sustainability) where the distinctive skills,
knowledge and experience of EY people can make
the biggest difference.

» A collaboration with other like-minded
organizations to build ecosystems that are
capable of creating change at scale. For example,
the TRANSFORM initiative with Unilever and the
UK Foreign, Commonwealth & Development
Office, which aims to change the lives of 150
million people across sub-Saharan Africa and
South Asia by 2030 by tackling inequality.

»  Further collaboration to create lasting positive
social impact through activities such as the
creation of a text-based learning program for
underserved students. EY recently received the
2022 SAP Pinnacle Award for Social Impact, for
this work.

- Commitment to human rights

In 2021, the GE signed a statement reaffirming its
commitment to uphold and protect human rights. The
commitment focuses on the rights of all EY people,
the impact of client engagements, stakeholders in EY
supply chains and active inclusiveness. EY has
continued to focus on strong governance around this
commitment.

- The EY carbon ambition

EY achieved carbon negative status in 2021,
remained carbon negative in 2022 and aims to
become net zero in 2025. EY endeavors to achieve
this by significantly reducing absolute carbon
emissions, and then removing or offsetting more than
the remaining amount every year. To reach net zero
by FY25, the EY global organization plans to reduce
absolute emissions by 40% across Scopes 1, 2 and 3
(versus an FY 19 baseline), consistent with a 1.5°C
science-based target approved by the Science Based
Targets initiative (SBTi). Specific actions include:

» Reducing business travel emissions, with a target
to achieve a 35% reduction by FY25 against the
FY19 baseline

» Reducing overall office electricity usage, and
procuring 100% renewable energy for remaining
needs, earning RE100 membership by FY25

»  Structuring electricity Power Purchase
Agreements (PPAs) to introduce more renewable
electricity than EY consumes into national grids

» Using nature-based solutions and carbon-
reduction technologies to remove from the
atmosphere or offset more carbon than emitted,
every year


http://ey.com/eyripples
http://ey.com/eyripples

Providing EY teams with tools to calculate, then
work to reduce the amount of carbon emitted in
carrying out client work

Requiring 75% of EY suppliers, by spend, to set
science-based targets by no later than FY25
Investing in EY services and solutions that help
clients create value from decarbonizing their
businesses, and provide solutions to other
sustainability challenges and opportunities

Transparency Report 2023
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System of Quality Management

From Internal Quality Control System to System of
Quality Management

During this year, we finalized the implementation of
the International Standard on Quality Management 1
(ISQM 1), which became effective 15 December
2022, and completed the transition from our Internal
Quality Control System to our System of Quality
Management.

Our System of Quality Management presented here
also meets the requirements of the current
International Standards on Quality Control (ISQC 1),
issued by the International Auditing and Assurance
Standards Board (IAASB).

In the context of ISQM 1 and the annual evaluation of
our System of Quality Management, EY Slovenia
refers to the following EYG member firms performing
audits or reviews of financial statements, or other
assurance or related services engagements:

» Ernst & Young d.o.o.

We are further providing our confirmation of
compliance with EU reqgulation covering:

»  The effectiveness of the functioning of internal
guality control system; as indicated in the
section System of Quality Management annual
evaluation conclusion as of 30 June 2023 of this
report, EY Slovenia concluded that our internal
control systems are designed appropriately and
are operating effectively.

» The statutory auditor's or the audit firm's
independence practices which also confirms that
an internal review of independence compliance
has been conducted,

» The policy followed by the statutory auditor or the
audit firm concerning the continuing education of
statutory auditors.

EY Slovenia’s reputation for providing high-quality
professional audit services independently, objectively
and ethically is fundamental to our success as
independent auditors. We continue to invest in
initiatives to promote enhanced objectivity,
independence, and professional skepticism. These are
fundamental attributes of a high-quality audit.

Transparency Report 2023

Designing, implementing and operating an effective
System of Quality Management is essential to these
efforts.

At EY Slovenia, our role as auditors is to provide
assurance on the fair presentation of the financial
statements of the companies audited. We bring
together qualified teams to provide audit services,
drawing on our broad experience across industry
sectors and services. We continually strive to improve
quality and risk management processes, so that the
quality of our service is at a consistently high level.

In today's environment, characterized by continuing
globalization, rapid movement of capital and the
impact of technological changes, the quality of our
audit services has never been more important. As
part of NextWave, there is a continued and strong
investment in the development and maintenance of
the EY audit methodology, tools and other resources
needed to support high-quality audits.

While the market and stakeholders continue to
demand high-quality audits, they also demand an
increasingly effective and efficient delivery of audit
services. EY continues to seek ways to improve the
effectiveness and efficiency of its audit methodology
and processes, while improving audit quality.

EY works to understand where member firms' audit
guality may not be up to their own expectations and
those of stakeholders, including independent audit
regulators. This includes seeking to learn from
monitoring activities, including external and internal
inspection activities, and to identify the root causes
of adverse quality occurrences to enable a continual
improvement of audit quality.

Designing, implementing and
operating a System of Quality
Management

ISQM 1 requires a more proactive and risk-based
approach to managing quality at the firm level by
requiring firms to design, implement and operate a
System of Quality Management. ISQM 1 also requires
evaluating, at least annually, the System of Quality
Management.

ISQM 1 includes robust requirements for the
governance, leadership and culture of professional
accountancy firms, and introduces a risk assessment
process to focus the firm's attention on mitigating
risks that may have impact on engagement quality. It
also requires more extensive monitoring of the
System of Quality Management to identify
deficiencies that require corrective actions and to

12



provide the basis for evaluating the overall
effectiveness of the System of Quality Management.

ISQM 1 outlines an integrated and iterative approach
to the System of Quality Management based on the
nature and circumstances of the firm and the
engagements it performs. It also takes into
consideration the changes in the practice and the
different operating models of the firms (e.qg., use of
technology, network and multidisciplinary firms).

The EY approach is to implement a System of Quality
Management that is consistently applied across the
entire network of member firms to promote
engagement quality and operating effectiveness. This
is especially important in a global economy where
many audits are transnational and involve the use of
other EY member firms.

To achieve this purpose, EYG member firms have
access to certain policies, technologies, strategies
and programs to be used in the design,
implementation and operation of the member firms'
System of Quality Management. The purpose of these
resources is to support member firms and their
personnel.

For example, EY has established an approach to the
required risk assessment process that includes input
and feedback from across EY services lines,
functions, and geographic areas to develop global
baseline minimums, including quality objectives
(based on ISQM 1 requirements), quality risks and
responses (including System of Quality Management
key controls) assumed to be applicable to EYG
member firms. In addition, EY has developed global
tools to enable the System of Quality Management
processes.

EY member firms, including those in EY Slovenia, are
ultimately responsible for the design,
implementation, and operation of their System of
Quality Management, and have the responsibility to:

» Evaluate policies, technologies, strategies,
programs and baseline provided to them, and

» Determine if they need to be supplemented by the
member firm to be appropriate for use (e.q., if the
policy needs to be amended to comply with local
laws and regulations or if the content within the
technology needs to be translated into local
language).

System of Quality Management
roles

To enable the design, implementation and operation
of EY Slovenia System of Quality Management,
individuals are assigned to SQM roles. The individuals
in these roles have the appropriate experience,
knowledge, influence and authority, and sufficient
time to fulfill their System of Quality Management
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roles and are accountable for fulfilling their
responsibilities. SQM roles and responsibilities are
defined in the Global SQM policies to drive
consistency in the execution of the EY Slovenia
System of Quality Management.

Key roles within the System of Quality Management
include:

Ultimate responsibility and accountability: The
Country Managing Partner is the individual assigned
ultimate responsibility and accountability for the
System of Quality Management including concluding
on its effectiveness.

Operational responsibility for the System of Quality
Management: The Country Assurance Managing
Partner is the individual assigned operational
responsibility for the System of Quality Management.
This includes recommending the System of Quality
Management annual evaluation conclusion to the
Country Managing Partner. The Country Assurance
Managing Partner, who remains accountable, assigns
a Country SQM Operational Leader to assist them in
fulfilling their System of Quality Management-related
responsibilities.

Operational responsibility for compliance with
independence requirements: The Country
Independence leader is the individual assigned
operational responsibility for compliance with
independence requirements.

Operational responsibility for monitoring the
System of Quality Management: The Cluster
Professional Practice Director is the individual
assigned operational responsibility for monitoring the
SQM. This includes concurring with or proposing
changes to the recommended System of Quality
Management annual evaluation conclusion. A SQM
Oversight Committee has been formed on a cluster
level, chaired by the Cluster Professional Practice
Director. The purpose of the SQM Oversight
Committee is to oversee the monitoring processes
and activities of the System of Quality Management.
The SQM Oversight Committee includes the Cluster
SQM Monitoring Leader, Country SQM Monitoring
Delegates, Cluster Service Line Quality Leaders (Tax,
Consulting and Strategy and Transactions), Cluster
Assurance Quality Enablement Leader and Cluster
Independence Leader.

Effectiveness of System of Quality
Management annual evaluation
conclusion as of 30 June 2023

The Country Managing Partner, on behalf of EY
Slovenia, is required to evaluate the System of
Quality Management on an annual basis, as of 30
June, and conclude on its effectiveness. The
evaluation process is executed annually based on the
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Global SQM Annual Evaluation policy, which is an
example of a global intellectual resource provided to
drive consistency in the execution of the EY Slovenia
System of Quality Management.

This evaluation is based on whether EY Slovenia's
System of Quality Management provides reasonable
assurance that:

»  EY Slovenia and its personnel are fulfilling their
responsibilities in accordance with professional
standards and applicable legal and regulatory
requirements, and engagements are being
conducted in accordance with such standards
and requirements; and

> Reports being issued by the member firm and
Partners in Charge (PICs) are appropriate in the
circumstances.

The evaluation of the effectiveness of the System of
Quality Management utilizes information gathered
from monitoring activities performed over a period.
The evaluation considered the results of the
following:

»  Tests of System of Quality Management key
controls

> Internal and external engagement inspections

»  Other monitoring activities (e.qg., tests of EY
Slovenia and its personnel’'s compliance with
ethical requirements related to independence,
quality criticisms made by external regulators
relevant to the System of Quality Management,
issues reported through the Ethics hotline).

Professional judgment is used in evaluating the
results of monitoring activities, including in
determining whether findings, individually or in
combination with other findings, rise to the level of a
deficiency. Any deficiencies identified require a root
cause analysis to be performed, a quality
improvement plan to be developed and are evaluated
to determine the severity and pervasiveness of the
deficiency. When determining the System of Quality
Management annual evaluation conclusion, if a
severe deficiency was identified, a member firm
would need to assess whether the effect of the
deficiency was corrected, and the actions taken by
30 June were effective.

System of Quality Management annual evaluation
conclusion as of 30 June 2023

The annual evaluation conclusion for EY Slovenia as
of 30 June 2023 is that the System of Quality
Management provides reasonable assurance that the
objectives of the system of quality management are
being achieved.

Transparency Report 2023
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Components of our System of Quality Management

In the following sections, we describe the principle
components of the System of Quality Management,
which EY Slovenia follows:

»  System of Quality Management risk
assessment process

»  Governance and leadership

»  Relevant ethical and legal requirements

»  Client and engagement acceptance and
continuance

> Engagement performance
> Resources
> Information and communication

4 System of Quality Management Monitoring and
Remediation process

System of Quality Management risk assessment
process

EY Slovenia has designed and implemented a risk
assessment process to establish quality objectives,
identify and assess quality risks and design and
implement responses to address the quality risks as
required by ISQM 1. The risk assessment process is
executed annually based on the Global SQM policies
to drive consistency in the execution of the EY
Slovenia System of Quality Management.

In order to drive consistency while providing EYG
member firms an approach that is scalable and
adaptable based on the facts and circumstances of
the member firm, Global System of Quality
Management baseline Quality Objectives, Quality
Risks and Responses have been developed by
representatives of Global Assurance Leadership
based on input from functional and service line
groups at the Global, Area and Region level. Global
SQM baselines include:

» System of Quality Management baseline
Quality Objectives

» System of Quality Management baseline
Quality Risks

»  System of Quality Management baseline
Responses

»  System of Quality Management baseline
Resources (e.qg., Global policies or technologies
that mitigate an EY SQM baseline Quality Risk)

»  System of Quality Management baseline Key
Controls to be designed and implemented to
mitigate an EY System of Quality Management
baseline Quality Risk
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Global System of Quality Management baselines are
presumed to be applicable to every member firm
performing ISQM 1 engagements. EYG member firms
have the responsibility to evaluate the Global System
of Quality Management baselines and determine if
the Global System of Quality Management baselines
need to be supplemented or adapted by the member
firm to be appropriate for use (e.g., additional quality
risks, customization of responses, etc.).

EY Slovenia reviewed the Global System of Quality
Management baselines and performed the following:

» Accepted or rejected Global baseline Quality Risks
and Resources after appropriate analysis of our
facts and circumstances.

» Accepted or rejected the Global baseline
Resources and Key Controls after appropriate
analysis of our facts and circumstances.

» Together with the Area, identify the level of
execution of Global baseline Key Control.

»  Customized accepted Global, Area and Region
baseline Key Controls.

The review of the Global System of Quality
Management baselines considered the facts and
circumstances of EY Slovenia, including, the nature
and operating characteristics of EY Slovenia, the
types of engagements performed and systemic
trends from monitoring activities within the SQM.

In addition to reviewing the Global System of Quality
Management baselines, EY Slovenia determined if
additional quality objectives, quality risks or
responses were necessary. Based on the review of
these baselines EY Slovenia has added quality risks
and quality responses in addition to the EY baseline.
We customised the baseline responses and added
additional responses to respond to the additional
risks.

These have been added mainly to reflect the
additional scope and requirements of the Slovenian
laws and requlations.
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Governance and leadership

- Tone at the top

EY Slovenia's leadership is responsible for setting the
right tone at the top and demonstrating the EY
commitment to building a better working world
through behavior and actions. While the tone at the
top is vital, EY people also understand that quality
and professional responsibility start with them and
that within their teams and communities, they are
leaders too. EY shared values, which inspire EY
people and guide them to do the right thing, and the
EY commitment to quality are embedded in who we
are and in everything we do.

The EY culture strongly supports collaboration and
places special emphasis on the importance of
consultation in dealing with complex or subjective
accounting, auditing, reporting, regulatory and
independence matters. We believe it is important to
determine that engagement teams and the entities
they audit follow consultation advice, and we
emphasize this when necessary.

The consistent stance of EY Slovenia has been
that no client is more important than our
professional reputation — the reputation of EY
Slovenia and the reputation of each of our
professionals.

The EY approach to business ethics and integrity is
contained in the EY Global Code of Conduct and other
policies and is embedded in the EY culture of
consultation, training programs and internal
communications. Senior leadership reinforces the
importance of performing quality work, complying
with professional standards, adhering to EY policies
and leading by example. In addition, EY member
firms assess the quality of professional services
provided as a key metric in evaluating and rewarding
EY professionals.

In order to measure the quality culture across EY
member firms and provide EY Slovenia with valuable
insights into the perceptions of the culture of quality,
including tone at the top, collaboration, and workload
management and ethical behavior, a Global Quality
Survey was launched in April 2023. The results of the
Global Quality Survey were used to identify areas
where EY Slovenia was doing well and where more
actions may be required. The Global Quality Survey
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results indicate that our people recognize that the
tone at the top set by leadership demonstrates
commitment to quality and that EY recognizes and
values contributions to quality. The recognition of our
strong culture of consultation, coaching and
continuous quality improvement is also reflected in
the results of the Global Quality Survey. Yet, the
results also indicate that more still needs to be done
to improve our culture around resourcing.

- Global Code of Conduct

We promote a culture of integrity among our
professionals. The EY Global Code of Conduct
provides a clear set of principles that guide our
actions and our business conduct and are to be
followed by all EY personnel. The EY Global Code of
Conduct is divided into five categories:

Working with one another

Working with clients and others

Acting with professional integ