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1 Introduction

1.1. Document Objectives
This document sets out the Banca Ifis Group’s sustainability guidelines, that have been drafted in line with the
principles and values described in the Group Code of Ethics.

On the whole, this Policy aims to foster a culture of sustainability, to encourage responsible behaviour, and to add
environmental, social and governance aspects to Group activities. By including these responsibilities, the Group aims
to make a positive impact when creating value for all stakeholders, with a view to promoting sustainable success.

1.2. Version history

Companies affected by the

Version Brief description of changes

changes
1 02/2024 First issue All Group companies
Update of the Group's sustainability commitments and
2 12/2024 reporting commitment under Legislative Decree All Group companies
125/2024. Inclusion of Annex 1 regarding sustainable
products.

1.3. Scope of Application

This policy applies and is released, as appropriate, to the following Parent Company and Subsidiary Company
organisational units.

Scope of application

Banca Ifis S.p.A. Cap.ltal.Fin. S.p.A.
Banca Credifarma S.p.A. Ifis NPL Investing S.p.A.
Ifis Finance IFN SA Ifis NPL Servicing S.p.A.
Ifis Finance Sp. z o.0. Ifis Rental Services S.r.l.
O Ifis NPL 2021-1 SPV S.r.l.

With regard to Banca Credifarma S.p.A., Ifis Finance IFN SA, Ifis Finance Sp. Z 0.0, Cap.Ital.Fin. S.p.A., Ifis Npl Investing
S.p.A., Ifis Npl Servicing S.p.A., Ifis Rental Services S.r.l., section 5 ‘Adding sustainable themes to banking processes’ and
section 6 ‘Reporting & Disclosure’ do not apply.

The Parent Company Process Owners as identified below, with support —where required — from the respective Contact
Points appointed for management and administration activities, have liaised with the following persons on behalf of the
subsidiaries falling under the scope of application:
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e the Process Owners for the corresponding business department (where this is not centralised);
e senior Subsidiary Company management figures, who, when implementing this Procedure, must confirm that
there is nothing preventing its implementation.

1.4. Document Management
This Policy has been drafted and approved in accordance with the following process:
Parent Company Subsidiaries

Agreement Aporoval Circulation and
A Archiving

Drafting

Implementation

Sustainability
Process Owner: Committee

Communications,
Marketing, Public Affairs
& Sustainability

Board of Directors Organisation Board of Directors
Regulatory Coordinator:

Organisation

This document will be periodically updated to ensure that it is always in line with the Group’s values, with best practice
and with the context in which it operates.

This Policy has also been agreed with the Compliance department, which assessed whether it is in line with the
applicable regulatory framework.

1.5. Definitions
For the purposes of this Policy, the following definitions apply:

ESG: This abbreviation stands for Environmental, Social and Governance. These are three areas of responsibility that the
Group takes account of when it operates.

ESG Risk: ESG risk is the possibility that the Group may suffer current and/or future negative financial impacts from
environmental, social and governance factors that directly or indirectly affect it, its counterparties or its invested assets.
This risk encompasses a number of aspects. These include climate and environmental risks, social risks and governance
risks, which may be reflected, through specific transmission channels, in the traditional risks that the Group faces, such
as market risk, credit risk, liquidity risk, operational risk and reputational risk.

Sustainability Disclosure: The document prepared in order to comply with the requirements posed by EU Directive
2022/2464, known as CSRD (Corporate Sustainability Reporting Directive) which amends Regulation (EU) No.
537/2014, Directive 2004/109/EC, Directive 2006/43/EC and Directive 2013/34/EU regarding corporate
sustainability reporting.

Task Force on Climate-related Financial Disclosures (TCFD): These are 11 recommendations published by the Financial
Stability Board (FSB), to enable the private sector to voluntarily and reliably report on climate risks and opportunities.
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1.6. Regulatory Framework

The list below sets out the relevant internal and external ESG regulatory framework which the Group considers when it
carries out its activities and organises its banking operations.

1.6.1. Internal regulations

Group Code of Ethics: the Group Code of Ethics provides the set of standards, values, rights, duties and
responsibilities assumed and adopted in relation to all stakeholders that Banca Ifis Group companies establish
relationships with. This Code of Ethics ensures that the Group can pursue its company objects.
Sensitive Sectors Policy: this document describes the sectors that the Banca Ifis Group has decided not to
operate in. They have been excluded because:

o they are not compatible with the ethical principles and guidelines set out in the Group

Code of Ethics;

o they pose a high level of ESG risk.
Materiality Assessment Organisational Procedure: this procedure describes the process to be used to
periodically update the climate risk materiality assessment (physical risk and transition risk) which contains the
complete list of very high risk sectors.
Sustainability Reporting Organizational Procedure: this procedure describes the reporting and disclosure
process in the area of sustainability.
Financial and Sustainability Misreporting Risk Management Policy: this policy defines the process for managing
the risk of financial and sustainability misreporting.
Lending Policy: this document defines the principles and guidelines that the Banca Ifis Group intends to follow
when lending to customers, ensuring that the Group’s global exposure to individual counterparties is in line
with the principles and guidelines set out in it.
Group Whistleblowing Policy: this document describes the whistleblowing system available to Banca Ifis Group
staff. The policy is one of the organisational instruments required by the Organisational, Management and
Control Model pursuant to ltalian Legislative Decree 231/2001.
Group Policy on Promoting Diversity and Inclusion: this document identifies and formalises the diversity and
inclusion principles that the Group uses to promote a culture that ensures that all of its employees and contract
workers are treated without direct or indirect discrimination, whether explicit or otherwise, based on race,
colour, gender, sexual identity and orientation, language, religion, belief and political or other opinion, national
or social origin, birth, wealth, age or any other personal condition, element or characteristic.

1.6.2. External regulatory framework

The principal regulatory framework is as follows:

UN Charter: Universal Declaration of Human Rights approved by the United Nations General Assembly on 10th
December 1948;

2030 Agenda for Sustainable Development: The 2030 Agenda is a plan of action for people, planet and
prosperity signed in 2015 by the governments of the 193 Member States of the UN. The agenda includes 17
sustainable development goals (SDGs) concerning all aspects of sustainable development, from poverty and
hunger to health and education, from clean energy and social equality to the climate and biodiversity.

Task Force on Climate-related Financial Disclosures (TCFD) Recommendations: In 2017, the TCFD published
11 recommendations with the aim of guiding the private sector to voluntarily and reliably report on climate
risks and opportunities.

Net Zero Banking Alliance (NZBA): The Net Zero Banking Alliance is an alliance of global banks that have
committed to financing the transition to net zero by 2050. The NZBA’s goal is to align banks’ loan and
investment portfolios with the goals of the Paris Agreement, which aims to limit global warming to 1.5 degrees
Celsius above pre-industrial levels.

European Banking Authority (EBA) Guidelines on loan origination and monitoring (2020):
The EBA’s Guidelines on loan origination and monitoring (2020) are a set of guidelines that set out the
requirements for lending and loan monitoring by banks within the EU. The guidelines aim to ensure that banks
lend responsibly and that loans are monitored effectively so as to reduce the risk of insolvency.
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UN Global Compact: The UN Global Compact is a strategic initiative that invites businesses around the world
to take action to promote sustainable development. The initiative is based on ten universal principles
concerning human rights, workers, the environment and the fight against corruption.

Directive (EU) 2022/2464 (Corporate Sustainability Reporting Directive - CSRD): directive amending
Regulation (EU) 537/2014, Directive 2004/109/EC, Directive 2006/43/EC, and Directive 2013/34/EU regarding
corporate sustainability reporting. The Directive aims to ensure adequate and uniform public disclosure of
sustainability risks. The CSRD replaces the term “non-financial statement” (DNF), used in the previous
legislation (Non Financial Reporting Directive - NFRD, see above), with the term “sustainability information.”
Legislative Decree No. 125 of September 6, 2024: Implementation of Directive 2022/2464/EU of the European
Parliament and of the Council of December 14, 2022, amending Regulation 537/2014/EU, Directive
2004/109/EC, Directive 2006/43/EC, and Directive 2013/34/EU as regards corporate sustainability reporting;
Bank of Italy’s Supervisory expectations on climate-related and environmental risks (‘the Expectations’): On
8th April 2022, the Bank of Italy published its first set of supervisory expectations placed on supervised
intermediaries so they add information on climate and environmental risks to business strategies, to risk
management, control and governance systems, and to market disclosures.

Climate and environmental risks. Bank of Italy’s main evidence from investigations carried out on a sample
of non-banking financial intermediaries: the Bank of Italy (Bol) published a communication on 29th December
2022 concerning a sample of non-banking intermediaries. In this document, the Bol asked intermediaries to
prepare an Action Plan to fully align themselves with the Expectations referred to above.

Directive (EU) 2464/2022 (Corporate Sustainability Reporting Directive — CSRD): this directive amends
Regulation (EU) No. 537/2014, Directive 2004/109/EC, Directive 2006/43/EC and Directive 2013/34/EU, as
regards corporate sustainability reporting. The Directive aims to ensure that entities provide adequate and
uniform public information on sustainability risks. The CSRD replaces the term ‘non-financial reporting’, used
in pre-existing regulations (Non-Financial Reporting Directive — NFRD, as above), with ‘sustainability reporting’.
Regulation (EU) 852/2020, as amended (European Taxonomy of Sustainable Economic Activity) on the
establishment of a framework to facilitate sustainable investment.

CoSO ICIF-2013 integrated with ICSR 2023: The framework provides an integrated model for the design and
evaluation of internal control and risk management systems. In March 2023, the Committee of Sponsoring
Organizations of the Treadway Commission (COSO) published a supplement to the ICIF-2013 framework to
include guidance for internal controls over sustainability reporting (ICSR).

UNEP Fi: an acronym for United Nations Environment Program Finance Initiative, is a partnership between the
United Nations Environment Program (UNEP) and the global financial sector. Founded in 1992, the initiative
aims to promote sustainable financial practices and integrate environmental, social and governance (ESG)
considerations into financial decisions.

Principles for Responsible Banking (PRB): is an initiative launched in 2019 by the United Nations Environment
Program Finance Initiative (UNEP Fl). PRBs provide a framework for banks around the world to align their
business strategies with the United Nations Sustainable Development Goals and the Paris Agreement on
Climate Change.
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2 Sustainability Governance

The Parent Company has a decentralised sustainability governance structure. When asked by the President, the Board
of Directors and the Sustainability Committee, the Communications, Marketing, Public Affairs & Sustainability
department will manage ESG activities and will coordinate the other affected departments to perform specific activities
under this remit.

2.1. President of the Board of Directors

The President of the Board of Directors will promote a culture of corporate social responsibility and ethical and
sustainable development for the Bank and the Group in the long term and will oversee the realisation of social,
philanthropic, welfare and cultural initiatives by the Bank and the Group.

2.2. Honorary President

The Honorary President’s duties are set out in the Articles of Association.

The Honorary President is the custodian of the Group’s founding values, taking account of the Group’s characteristics
and the familial nature of the Bank’s long-term controlling shareholder (concerning, for example, culture and social
responsibility, sustainable development and digital, innovation).

2.3. Vice President

The Vice President’s duties are set out in the Articles of Association and in internal regulations in force from time to
time. In addition, he or she will carry out additional duties attributed to him or her as a member of Board committees
and as a senior manager within the Parent Company. The Vice President, inter alia, helps the Bank to develop
sustainability projects, in all interpretations of the phrase, and projects in other areas under his or her jurisdiction. He
or she will identify rules and standards, and will liaise with the President on all communications concerning the Board
of Directors, where these are presented as Vice President’s Communications.

2.3. Board of Directors

The Board of Directors has strategic oversight over the Bank’s operations and is responsible for establishing strategic
directives and constantly monitoring their implementation to ensure sound and prudent management. When
developing strategies for the entire Group, the Board will take account of the Group’s sustainability goals and integrate
ESG factors into its business decisions.

The Board of Directors, at least annually, undergoes a self-assessment process that, among other things, investigates
that expertise, professionalism, knowledge and experience in various areas, including that related to the ESG perimeter,
are adequately represented on the strategic oversight body. Sustainability issues are also addressed in meetings held at
least once a year by the independent directors, coordinated by the Lead Independent Director.

2.4. Sustainability Committee

The Sustainability Committee is a managerial committee headed by the President of the Board of Directors. It helps the
Board of Directors to define and assess sustainability guidelines, ensuring that initiatives and actions with ESG impacts
are safeguarded, and it will assess, manage and mitigate material sustainability risks posed to the Group.

2.5. Communications, Marketing, Public Affairs & Sustainability

The Communications, Marketing, Public Affairs & Sustainability department is responsible for managing ESG activities
within the Parent Company and within the subsidiaries. This department coordinates the other departments involved
in these activities. The department’s Brand, Corporate Communication and Sustainability OU has a Sustainability
Manager, who will coordinate the implementation of activities that make up the Group’s sustainability strategy.
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2.6. Sustainability Ambassador

The role of Sustainability Ambassador is to promote sustainability initiatives within the organisation. He or she will have
operational oversight over the transformation of business practices in terms of sustainability. Each Division can appoint
a Sustainability Ambassador.

The duties and functions of the bodies/roles shown above are described in detail and governed by the relevant internal
regulations.

3 Sustainability commitments

The Group promotes the integration of sustainability considerations into its business model. We believe it is
fundamental to creating value in the long term for all stakeholders.

In line with this vision, the Parent Company aims to achieve its sustainability goals so as to have positive and tangible
impacts on people, the environment and on the community. In doing so, the Group takes account of the UN’s 2030
Agenda for Sustainable Development goals concerning Environment, Social and Governance matters.

The Parent Company believes it is fundamental to ensure that its sustainability strategy is constantly updated by having
continual dialogue with our stakeholders and by periodically assessing the materiality of ESG factors on its business.

3.1. ESG matters

The Group has defined a series of ESG commitments. These are defined below and are in line with its values and
principles as set out in the Code of Ethics.

We also recognise that it is important to behave sustainably along the entire value chain, so we have begun a process
to integrate ESG considerations in our counterparty assessments. In accordance with the indications set out in the
relevant internal regulations, suppliers must approve the Code of Ethics when stipulating contracts with Group
companies and must rigorously adhere to it during their contractual relationships.

3.1.1. Environment
We place particular emphasis on protecting our environment. Therefore our choices are influenced by the extent to
which our economic initiatives are compatible with environmental needs.

In terms of our direct environmental impacts, we promote:

e research and implementation of solutions to improve energy efficiency in our offices and to reduce the
environmental impact of our economic activities. More specifically, we are committed to using electricity
supplies from renewable sources, to designing solutions to be self-sufficient in terms of renewable energy and,
where possible, to take action to improve and renovate our property portfolio by following the highest eco-
compatibility standards.

e Weare also taking action in terms of sustainable mobility. This includes gradually replacing our business vehicle
fleet with hybrid or electric vehicles, in line with best market practice, supported by an appropriate business
network of dedicated e-vehicle charging points. Where relevant, we are committed to offsetting our
greenhouse gas emissions by using specific offsetting projects.

e Weare committed to minimising and optimizing our water consumption and our waste production and disposal
impacts. We try to recycle and reuse whatever we can, using circular economy principles.

e We promote actions to manage the potential effects that significant climatic and environmental hazards may
have on our business continuity (e.g., fires, floods, etc.) and ensure appropriate response strategies to these
risks, through annual assesment.

We also recognise the key role that the financial system plays in the transition to a sustainable future, developing
products and services for customers that support ethical lifestyles, sustainable business growth, and projects with high
environmental value. In particular, we are committed to reducing our financed portfolio’s greenhouse gas emissions.
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To achieve this we have joined international initiatives and frameworks, and we use a science-based approach to
measuring and monitoring emissions. We also include ESG considerations (with dedicated focus on environmental
issues) as part of the credit process, as detailed in Section 5.2 of this Policy, in part to adequately guard against climate
and environmental risks potentially relevant to the Group.

3.1.2. Social

We consider social matters to be central to our sustainability strategy and, taking into account the Group's core values
and ethical principles as set forth in the Code of Ethics, we aim to have a positive impact on our people and on the
surrounding community and area. In addition, we operate with a commitment to respecting the rights of local
communities.

To put this commitment into practice and to obtain tangible positive impacts, we have created Kaleidos, our social
impact lab. Through Kaleidos we are promoting projects with high social impact by entering into medium- and long-
term partnerships with organisations that operate in three areas: they support an inclusive community and promote
diversity; they invest in culture and in the area as a driver for development, and they support personal well-being.

We know we have an important social role to play. In view of this, we are supporting initiatives, in partnership with local
and national non-profit organisations and bodies, that promote social inclusion and provide training and research
activities. We make charitable donations and/or provide sponsorship in line with our values and with the applicable
regulatory framework. Where relevant, we are committed to working with stakeholders to measure the social impact
of our initiatives in each area.

We are also committed to initiatives for the enhancement of art, culture, contemporary creativity and their values
through Ifis art, an articulated project to make art accessible in innovative and alternative ways as well, through the
development of public-private partnerships to foster development and social inclusion, with a special focus on young
people.

We aim to integrate social agenda principles into our business, particularly when we manage non-performing loans,
seeking to support financial inclusion.

We recognise that our people are at the heart of our sustainability strategy. We are committed to enhancing and training
staff, and we will be inclusive, including all staff so they can grow and improve their well-being.

We are working to provide a calm workplace, guaranteeing that workers are free to join associations and supporting a
dialogue with staff representatives. Our regulations are drafted in line with national collective bargaining agreements
and we aim to liaise constantly with all stakeholders referred to in the regulatory framework. We have adopted a growth
model that values all of the people who work with and for the Group and we aim to share key moments in the life of
our business, from revamping our staff assessment and development system, to the multiple organisational changes we
are faced with.

Our priority and non-negotiable goals are workplace health and safety, ensuring the health and well-being of all our
staff, suppliers, contract workers and customers, as well as of any other people, entities and stakeholders involved in
our activities. We are committed to meeting all appropriate safety requirements and to ensure that our workplaces are
healthy, safe and inclusive. We are also working to prevent and mitigate psychosocial risks and to promote physical,
psychological and social well-being for everyone, without jeopardising individuality. We aim to continually improve our
health and safety record, taking account of the different nature and size of all our existing and emerging risks. We are
also working to ensure that our staff are working in an environment that promotes corporate wellness and healthy
lifestyles. We encourage staff to be invested in their work and to be motivated, while aiming to ensure a better work-
life balance.

We are committed to ensuring that the workplace is free from discrimination. Our recruitment, selection, appointment,
promotion and remuneration processes will be transparent and inclusive, and we will provide an equal opportunities
workplace. Finally, we condemn any kind of harassment, abuse or intimidation, and any form of forced or child labour
and have established a procedure for reporting in cases of discrimination, violence, or harassment, as specified in the
Policy for Combating Discrimination, Violence, and Harassment in the Workplace.

We recognize the importance of acting in a socially responsible and inclusive manner with respect to consumers and/or
end users of its products and services, promoting responsible and non-discriminatory business practices.

We believe that respect for universally recognised human rights is an indispensable element of our sustainability
strategy. This is why we are working to protect and promote these rights when we carry out our activities and as we
continue our relationships with our workers and other stakeholders.
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3.1.3. Governance

We know that adequate governance safeguards are essential for effectively managing sustainability and for correctly
implementing ESG factors in our business activities.

We are constantly committed to promoting within and outside the Group the culture, business values and ethical
principles contained in the Code of Ethics. The methods we use to do this include providing staff training. We provide
special sustainability training sessions for the Group’s governance and control bodies, and for its staff. Acting in a
transparent manner and promoting ethical behaviour are key points of the Group’s sustainability strategy. In particular,
we recognise that we have responsibilities and that we play a key role in the financial system, therefore we will conduct
our business with integrity, transparency, excellence and skill, paying particular attention to our relationships with
customers.

We condemn any form of active or passive corruption, bribery, extortion and money laundering. We use a preventive
approach, publishing internal regulations and guidelines on the matter. We have also implemented a structured
whistleblowing system where staff can report breaches of law which damage or may damage the public interest or the
Group’s integrity. Our approach to anti-corruption is described in a specific policy properly shared with employees.

The Group, where of interest, participates in the work of industry associations in order to promote efficient and
sustainable development of the sectors in which it is active (among others: banking, leasing, factoring). In carrying out
these activities, appropriate safeguards are identified to ensure consistency with the values and principles of
sustainability defined by the Group, with particular reference to issues related to climate change. The Group is
committed to not making political contributions in any tangible or intangible form.

We keep customer data and data on our people private and secure. We manage all data and information we hold in a
transparent manner and in line with existing legislation. Interactions and communications with customers and all
stakeholders are based on clarity, confidentiality and transparency. This applies to all contractual relationships with
customers.

The Parent Company, within the scope of its powers of direction and coordination, defines the principles and guidelines
of the process of managing the accounts payable cycle. Suppliers are chosen by evaluating their honorability, fairness
and loyalty in conducting business based on objective assessments focused on competitiveness, quality, utility, price,
integrity, soundness and ability to ensure effective ongoing support.

The Bank monitors the sustainability performance of its most relevant suppliers through the administration of a
dedicated questionnaire. This questionnaire examines environmental aspects, such as strategies for reducing
environmental impact and energy efficiency policies; social aspects, including human rights protection, employee
welfare initiatives, and inclusion and gender equality policies; and governance aspects, such as ethical business conduct
extended to the value chain and adherence to international sustainability initiatives.

Payment to suppliers is made as defined by internal regulations and in compliance with legal regulations and payment
schedules defined from time to time under established contractual agreements.

We work in compliance with tax regulations, aware that revenue from taxes is one of the main sources of contribution
to the economic and social development of the community. We ensure full cooperation, transparency and fairness in
our dealings with the Tax Authorities and are committed to not adopting aggressive tax practices or supporting third-
party tax avoidance models.

3.2. Stakeholder Engagement

Under the guidance of the President, the Parent Company is committed to engaging with key stakeholders so as to
understand the needs of our various partners and to develop strategies to meet those requirements that are in line with
the Group’s goals.

Our relationships and interactions with stakeholders are designed to create shared value and are carried out in line with
principles of materiality, inclusivity and transparency. In our relationships with external stakeholders, we place
particular value on entering into ethical relationships and being involved in projects with high social impact. These may
also be in partnership with third parties who are also committed to sustainable action in line with the principles defined
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by the Parent Company.

4 Sustainable products

We are aware of the contribution that the products and solutions we offer to our customers may have on our
counterparties’ transition to sustainability. As part of our ESG goals, we may look at assessing and defining sustainable
products. These products may be focused on obtaining positive social and/or environmental impacts.

In addition, we consider it of paramount importance to also innovate and expand the products and services we offer for
the financial inclusion of under-served stakeholder groups in order to develop a more inclusive financial system.

To ensure that we have a solid and structured approach when defining the characteristics of these products, we take
account of the applicable regulatory framework, international standards and sector best practice, based on the focus of
the products. Examples include, but are not limited to: the standards and criteria defined under Regulation (EU)
852/2020, as amended (European Taxonomy of Sustainable Economic Activity) concerning green products, or
International Capital Market Association (ICMA) standards.

When defining the structure and characteristics of our diverse products, we identify the sustainability objectives that
the products will help achieve and, where required, specific performance indicators that must be considered on a case
by case basis.

To ensure consistency between the Group's strategy and values and the business in which it operates, the Parent
Company has established a framework for sustainable product development, as defined in Appendix 1 to this Policy.

In order to ensure alignment between the Group's sustainability positioning and the products offered, the Sustainability
Committee is informed and provides prior advice on products, prior to evaluations by the Products Committee and in
any case before they are launched for marketing.

Materiality Assessment

To assess the significance of the climate and environmental risks it is exposed to, the Banca Ifis Group conducts a
Materiality Assessment to map and identify the traditional risks that may be affected by these events.

Materiality Assessments are performed annually and are validated by the Chief Executive Officer and approved by the
Board of Directors, after first seeking the opinion of the Sustainability Committee and the Risk Management and Internal
Control Committee.

For more details on the assessment process, please see the Materiality Assessment Organisational Procedure.

5 Integrating sustainability themes into banking processes

So it can create sustainable value for all its stakeholders, the Parent Company has integrated ESG considerations into its
banking processes. To do this, it has involved all of the business’s departments and has promoted a constant
commitment to ESG issues.

With regard to making banking processes more sustainable, looking at ESG themes allows us to be a partner that helps
businesses transition to a more sustainable footing, and enhances investor, market and stakeholder confidence. It also
helps us to improve our reputation, to combat activities and practices that are not compatible with the Group’s
principles, and allows us to better manage ESG risks.

The Parent Company is committed to supporting the transition to a more sustainable economy. When making lending
decisions, we prefer to work with businesses that behave ethically and focus on the use of environmentally-friendly
production methods, ensuring that their staff work in conditions that are inclusive and recognise human rights, and
apply the best corporate governance standards.
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5.2. ESG effects on the lending process

The Parent Company has added a number of phases and activities to its credit risk assumption and customer credit
assessment processes. These new activities include ESG considerations, which are required to assess the level of ESG
risk posed by customers.

The main additions can be summarised as follows:
- Origination phase:
o identifying customers whose sector of economic activities are:
= not compatible with ethical principles. Consequently, these customers are deemed not
commercially appropriate;
= in a class with high ESG risk. Consequently, these customers will require an enhanced
underwriting process;
- Preliminary ESG assessment phase:

o in this phase we will collect all of the information we need to assess the application and to filter it to
the correct underwriting process;

- Credit assessment and decision-making phase:

o introduction of an enhanced underwriting workflow, where required (with escalation mechanisms)

o introduction of an ESG assessment based on available information (referring to, but not limited to,
climate and environmental change management approach, human and labor rights practices, and
adopted anti-corruption and anti-money laundering safeguards); this assessment will be carried out
by a specialist team, so that cases can undergo an enhanced loan application process to take account
of ESG issues;

o the specialist ESG assessment will be included in the overall lending assessment process. We will
assess the possibility of introducing mitigations based on the ESG risk and on the type of product
requested (short-term vs medium-to-long-term)

For more information on the ESG enhanced underwriting framework, please see the Parent Company’s ‘Sensitive
Sectors Policy’. The main contents of this policy are contained in the sections below.

5.2.1. ESG Enhanced Underwriting Framework

To better assess lending product proposals, we have developed an enhanced assessment model to help us evaluate
lending applications by investigating each customer’s ESG characteristics.

This Enhanced Underwriting Framework has been defined using a process that assesses a number of variables relating
to the customer and to the transaction. These variables are set out below. The aim is to assess the counterparty with
particular reference to ‘Environmental’ characteristics.

Assessment variables:

- Code of Ethics: we will look at the customer’s ATECO code to see whether it is admissible based on the contents
of the Code of Ethics;

- ESG Sector Risk Assessment: we will assess the level of ESG risk associated with the customer’s sector of
activity;

- Business size: we will divide customers into size based on turnover;

- Transaction Materiality assessment: we will take account of the level of risk based on the transaction’s
exposure in relation to the total exposure to the customer;

- Customer ESG score: we will assess customers based on their ESG performance; assessments will be given an
overall score and a score for each individual ESG component based on data obtained from external providers
or from the Parent Company’s proprietary methodologies.

Analysing these variables allows us to filter proposals into the correct underwriting process (Standard or Enhanced)
which we will use to make sure each case goes to the correct decision maker.
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6 Reporting & Disclosure

The Parent Company is committed to periodically report, in line with applicable laws and regulations and following
recognised reporting standards, on its ESG performance, the actions it has taken to manage climate and environmental
risk, and the strategies it has adopted to support the transition to a sustainable future.

6.1. Reporting

As part of sustainability reporting obbligations, the Parent Company includes in a specific section of the management
report the information necessary for understanding the Group's impact on sustainability issues, as well as the
information necessary for understanding how sustainability issues affect the Group's performance, results, and position,
and also includes information on the sustainability of its portfolio in accordance with the requirements provided by the
European Banking Authority (EBA) in reporting templates under the EU Taxonomy regulations..

In order to identify the impacts, risks and opportunities (IROs) in sustainability relevant to the Group, a so-called “double
materiality” analysis is conducted annually, as defined by applicable regulations and market best practices. Specifically,
IROs are analyzed by considering the activities of the Parent Company and its subsidiaries (including the products and
services offered), as well as the broader value chain, while also considering the effects that the IROs themselves may
have on the financial and operational performance of the Group and the reference context. The findings of the “double
materiality” analysis are approved by the governing body. As a result of the “double materiality” process: (i) the contents
of sustainability disclosures are identified, as required by the applicable standards; (ii) any necessary actions are
assessed (by way of example: adjusting processes, drafting new policies, adjusting product and service offerings, etc.)
in order to adequately oversee all areas of sustainability relevant to the Group.

In order to ensure adequate oversight of the sustainability reporting produced annually by the Parent Company, the
responsible Operating Units involved ensure a faithful representation of the information provided, as well as its
comparability, verifiability and comprehensibility, as defined in the applicable corporate procedures. Where necessary,
sustainability reporting includes assumptions, estimates and assessments based on available best practices and
recognized reporting standards.

The Board of Directors ensures - to the extent of its competence - the governance of the risks to which the Group is
exposed, identifying in good time their sources, possible dynamics, and the necessary safeguards provided by the system
of internal controls, including those pertaining to sustainability reporting.

6.2. Disclosure

As part of its reporting to the market and stakeholders, the Parent Company publishes additional information in the
area of sustainability according to internationally recognized standards. Among these, a TCFD report is published
annually to provide transparency on activities carried out on governance, strategy, climate risk analysis and related
metrics to counter climate change. It also publishes information on activities undertaken as a result of joining the Net
Zero Banking Alliance.
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7 Annexes

7.1. Approval process for amendments to the annexes to the Policy

Annex 1: “Framework of sustainable activities/products”: amendments are shared with the Sustainability Committee
and approved by the Head of Communication, Marketing, Public Affairs and Sustainability Department.

7.2. Annex 1 — Sustainable products/activities framework

Products, activities, and target customers are classified based primarily on the ascribed definitions and criteria of the
Loan Market Association Green Loan? and Social Loan? Principles, Sustainable Development Goal,? Sustainability Linked
Loan.* In addition, these definitions consider the Environmental, Social, and Governance pillars that define
Environmental, Social, and Governance (ESG) sustainability as reported within this document. Other sustainability
classifications can be identified by associating products and activities with indicators (i.e. KPIs) of sustainability (i.e.
Sustainability-linked products).

Any products or activities that cannot be classified as sustainable according to this document are not to be considered
“sustainable.”

Categories
First, banking products can be classified according to the type of product/financing:

e Dedicated loans: aimed at supporting an activity classified as sustainable and documented through the “use of
proceeds” of funds obtained. In this case, the Group commits to collect the necessary information to ascertain
that the proceeds of the credit lines are used for sustainable activities (e.g. collection of information on the
ESG objectives of the counterparty, assessment of the compliance of projects with the defined criteria,
monitoring on a regular basis of the proper use of proceeds).

e  “General Purpose” Loans:

o Sustainability Linked Loan: characterized by the definition, monitoring and achievement of certain
sustainability goals following receipt of funds.

o PurePlay: products/assets to counterparties with specific characteristics to be supported (e.g., owner,
>50% shareholders, 2/3 of board members female). This case allows an additional set of
products/activities to be defined as sustainable if offered to counterparties with specific
characteristics.

Within the Pure Play category, it is possible to identify certain target categories that possess characteristics in line with
environmental, social or governance sustainability strategy of the Group, such as:

e  Counterparts under 35: activities that support young people in entrepreneurship, culture, sports and the arts

e Activities in support of the National Health System: activities that promote greater access to health services in
support of the National Health Service (as defined by ATECO sectors in the Social Bond Framework)

e Female entrepreneurship: activities that support companies led by female leadership or with a significant
presence of women (e.g., as defined by IFC on women-owned businesses®)

e Third sector and sports/cultural associations: activities to support private entities or public institutions acting
on a nonprofit basis for civic purposes,® including to foster the development of sports and cultural/artistic
initiatives

e Disadvantaged categories: activities to support individuals in disadvantaged socioeconomic contexts (e.g., in
areas with GDP below the national average,’ based on other socioeconomic parameters and/or in areas subject
to natural disasters/health emergencies)

The target categories listed above are to be considered current priorities for the Group in light of the Kaleidos Social
Impact Lab. They are to be considered illustrative, non-exhaustive and extendable taking into consideration this

! LMA — Green Loan Principle

LMA — Social Loan Principle

UN Sustainable Development Goals

4 LMA — Sustainability Linked Loans

° |IFC definition of Women-owned enterprises: (A) = 51% owned by woman/women; or (B) = 20% owned by woman/women; AND (i) has = 1 woman as CEO/COO/President/Vice President, and (ii)
has = 30% of the board of directors composed of women, where a board exists

%n line with the sectors defined by “third sector laws”

7 As defined by Italian institute ISTAT

2
3
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framework and any additional strategic priority lines defined by the Group.

The categories also include the following activities belonging to the ESG pillars as later declined in the “Sustainable
Activities Description” section:
e  Environmental sustainability (Environmental), which includes the following activities:

Renewable energy
Energy efficiency
Sustainable transportation
Pollution control
Sustainable management of natural resources and biodiversity
Climate change adaptation
Circular and sustainable resource management
Development and deployment of digital technologies

o  Buildings with low environmental impact
e  Social Sustainability (Social), which includes the following activities:

o Accessibility to basic infrastructure
Access to essential services
Creation and increase in employment levels
Food security
Creation of “social housing” initiatives

o Arts/sports/cultural initiatives to improve the socioeconomic environment
e  Governance Sustainability, which includes the following activities:

o Business ethics

o Strengthening corporate governance

O O O O O O O O

O O O O

Process and classification criteria

Products, activities and counterparties are classified as sustainable within the evaluations carried out in the process
described in the Group Policy for the approval of new products and services, start-up of new activities, and entry into
new markets (ref. Chapter 6 par. 1 - Analysis and Classification of the Business Idea).

In particular, an ESG Flag is defined and integrated within the phase “Analysis and Classification of the Business Idea”
indicated in Chapter 6, par. 1 of the Group Policy for the approval of new products and services, the startup of new
activities, the insertion in new markets, which allows to classify the product as sustainable, in case of the presence of
the defined sustainability characteristics and in line with this Framework (ref. Chapter 6 par. 1 - Group Policy for the
approval of new products and services, the startup of new activities, the insertion in new markets).

Description of sustainable activities

Presented below is a non-exhaustive and extensible description of some example activities included and considered
within the sustainable products and practices classification categories presented in previous paragraphs of this
document.

This detail is derived from the analysis of market best practices and is inspired by the main European regulations in the
field of sustainable products (i.e. EU Taxonomy) but does not constitute an exhaustive procedure for aligning products

with the European Taxonomy.

Sustainable activities

ESG Pillars e . Possible use of proceeds
classification

Purchase, investment, financing of devices for:
. Power generation by renewable or biomass sources,
transmission, distribution and storage of electricity
. Production of biogas and biofuels for transport and
bioliquids and hydrogen storage
. Renewable and low-carbon gas transmission and
distribution networks
. District heating distribution, district cooling and
installation of electric heat pumps
. Power generation from last-generation nuclear processes
Purchase, investment, financing of:
. Construction and renovation of new energy-efficient
Environmental 1.2 Energy efficiency buildings.
. Installation, maintenance and repair of energy efficiency
and energy performance control devices for buildings,

Environmental 1.1 Renewable energy
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ESG Pillars

Sustainable activities
classification

Possible use of proceeds

Environmental

Environmental

Environmental

Environmental

Environmental

Environmental

Environmental

Social

Social

1.3 Sustainable transportation

1.4 Pollution control

1.5 Sustainable management of natural
resources and biodiversity

1.6 Climate Change adaptation

1.7 Circular and sustainable resource
management

1.8 Development and deployment of
digital technologies

1.9 Buildings with low environmental
impact

2.1 Accessibility to basic infrastructure

2.2 Access to essential services

electric vehicle charging stations in buildings and public
spaces
Purchase, investment, financing of:

. Road, rail, airway and waterborne passenger and freight
transportation, upgrading and services using hybrid,
electric or renewable energy (e.g., green hydrogen)
motorcycles, passenger cars and light commercial
vehicles

. Infrastructure for personal mobility, cycle logistics, rail,
airport, and enabling low-carbon road, waterway, and
public transport

Purchase, investment, financing of:

. Reduction of air pollutant emissions, soil and water
contamination, waste generation

. Recycling and waste-to-energy.

. Composting of organic waste, capture and utilization of
landfill gas

. Material recovery from non-hazardous waste

Purchase, investment, financing in activities of:

. Afforestation, forest conservation, restoration and
management, conservation forestry and wetland
restoration

. Sustainable agriculture, livestock, fisheries and
aquaculture, biological crop protection

. Agricultural land reclamation and urban greening projects

Purchase, investment, financing of activities of:

. Software and consulting for the management of physical
climate risks and adaptation to them.

. Infrastructure, emergency services and plans to prevent
them, to include nature-based solutions

. Maintenance of existing infrastructure to make it resilient
to extreme weather events

Purchase, investment, financing of activities of:

. Repair, upgrading and remanufacturing

. Sale of spare parts and second-hand goods

. Preparation for reuse of end-of-life products and product
components

. Product-as-a-service and other circular-use and results-
oriented service models

Purchase, investment, financing in activities of:

. Data-based solutions for reducing greenhouse gas
emissions

. Provision of IT/OT (information technology/operational
technology) data-based solutions for leakage reduction

Investment, purchase, renovation, and maintenance of residential,
commercial, and industrial buildings that are low-carbon and meet
specific energy certifications, for example:

. Energy Performance Certificate (classes A and B)

. LEED (Leadership in Energy and Environmental Design)
silver, gold and platinum

. BREEAM (Building Research Establishment Environmental
Assessment Method) level good to outstanding

. ClimateHouse gold and A

. NZEB

. GBC certifications (e.g. Home, Neighborhoods, Historic
Building and Condominiums)

Purchase, investment, financing of activities of:

. drinking water access, sewerage and wastewater
treatment infrastructure

. in areas of poor access

. telecommunications, energy or public transport
infrastructure in areas of poor access

. creation of buildings (e.g., residential, commercial,
hospital, etc.) and/or infrastructure during natural
disasters or health emergencies

Investment, financing of activities of:
. creation, development, increase of accessibility to:
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ESG Pillars

Sustainable activities
classification

Possible use of proceeds

Social

Social

Social

Social

Governance

Governance

2.3 Creation and increase in
employment levels

2.4 Food security

2.5 Creation of “social housing”
initiatives

2.6 Arts/sports/cultural initiatives to
improve the socioeconomic
environment

3.1 Business ethics

3.2 Strengthening corporate
governance

o education or professional training
o health care, social or recreational and/or cultural
services

. public green space

Investment, financing of activities of:

. promotion of employment, including disadvantaged areas or
fragile segments of the population;

. support of female entrepreneurship

. support of unemployment, training aimed at re-employment
and/or enterprises for increasing business size

Investment, financing of activities of:

. promotion of food education and/or access to safe, sustainable
and affordable food for disadvantaged areas or vulnerable
segments of the population

. promotion of sustainable and efficient agricultural practices

. reduction of food waste

. productivity improvement of food producers throughout the
supply chain

Purchase, investment, financing of activities of creation,

maintenance, development of public, affordable, and/or dedicated

housing for special disadvantaged groups (e.g., youth, students,
elderly, frail/disable people, etc.)

Purchase, investment, financing of artistic, sportive and/or cultural
activities especially developed in socially disadvantaged areas

Investment, financing of activities which allow to improve business

ethics at a strategical, decisional and operational level, such as:

. dedicated training programs

. support in the implementation of the Code of Ethics

. creation of whistleblowing channels and criteria for evaluating
supplier ethics

Investment, financing of activities that strengthen corporate

governance such as:

. promotion of D&I within supervisory bodies

. creation of audit and sustainability committees

. development of independent audit systems and remuneration
policies linked to sustainability goals

. promotion of tools and channels for dialogue with stakeholders
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