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1. Banking system governance
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Banking crisis Effective organizational set-up

A good CG is useful for banks but it
is not enough to avoid the risk of
financial crisis

Healthy and cautious governance
is fundamental for banks

Directive 2013/36 EU

Industrial firms’ governance is mainly This Directive is clearly based on the
internal, while banks need it also to One-tier System, and this led many
regulate its external relationships European banks to adopt this model

Differentiation

Delegable duties
“Tsunami of sources with different The impossibility to delegate some important
value” (OCSE, EBA, Basel functions, such as the appointment of the General
Committee on Banking Director, forces the bank to involve independent
Supervision) directors in the strategy setting, and reduces its

organizational autonomy
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2. Intesa Sanpaolo — the one-tier model
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INTEMA ] SNNPAOLO

Ownership structure

6,8%

€33,6bn

m Compagnia di
Sanpaolo
‘ BlackRock Inc.
m Fondazione Cariplo

® JPMorgan Chase &
Co.

m Market

Four main divisions

/ﬂ\ Asset Management

|//" Corporate Investment Banking
"’ Private Banking
& Banca dei Territori

Intesa Sanpaolo: the transition to a new governance model — 2. Intesa Sanpaolo - the one-tier model



Financial Situation

Liquidity . 171% 12.4%
coverage ratio
Employees 94,289 85% Payout ratio
number
12.8% €2.04
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Corporate Governance model AN

TWO-TIERS MODEL ) 2007

1 January

=  Supervisory Board
- responsible for major strategic operations
- members appointed at the Shareholders’ Meeting

= Management Board
- responsible for the management of the Bank :
- members appointed by the Supervisory Board

IRON one-TermopeL

27 April

= Board of Directors

- strategic supervision and management functions
- appointed at the Shareholders’ Meeting on the
basis of slates submitted by the shareholders

= Management Control Committee
- appointed at the Shareholders’ Meeting among
the members of the Board of Directors



Reasons to opt for one-tier system A

INTERNAL REASONS EXTERNAL REASONS

. Possible lack of

i It allows organisational ®  Evolution of the effectiveness and
and decision-making regulatory framework conflict of interest,
simplification, thus saving because the Board of
time and costs ® Changesin Directors (controlled
supervisory system entity), appoints the
® It centralises the strategic Control Committee
supervision and control ®  Increase in the (controller) among its
function number of members
institutional investor *  The competencies and
® It ensures higher the authority of the
participation of the ®  Modelin line with Chairman of the
controllers in strategic the best international Committee is a key
decisions practices factor for the correct

\ / \ J K implementation of the/
model
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One — tier model in Intesa Sanpaolo (1/2) NNN

Composed by 19 members, appointed SHAREHOLDERS’ MEETING
every three years.

J\ht%n [ s'?n%l?ﬁ%dive |s to definejthe Composed by 5 independent

leé(rr\%t%ﬁ'c iréc lbnr% directors. Its main objective is

appointed. He’s the onIy to monitor the completeness,
BOARD OF DIRECTORS adequacy, functionality and

executive, and he takes care of <

the implementation c:)f the
guidelines defined by the MANAGEMENT

goard. CONTROL
COMMITTEE

reliability of the internal
control system and the risk
appetite framework

COMMITTEE FOR

RELATED PARTIES

Intesa Sanpaolo: the transition to a new governance model — 2. Intesa Sanpaolo - the one-tier model 10



One — tier model in Intesa Sanpaolo (2/2) NNN

Gender proportion

Strong presence of Independent
and Non-Executive Directors and
high representation of minorities

Stronger professional
skill requirements

Intesa Sanpaolo guarantees full compliance with gender quotas provided for
by regulations. Even though the one-tier system requires the less
represented gender to be reserved a share of at least one third of the total
members, female gender is represented within all the Board Committees. It
reaches the majority of the members of the Committee for Transactions with
Related Parties and has the chairmanship of the Risk Committee.

It is the only Italian company included in the Bloomberg Gender Equality
Index (GEI).

At least two third of the Directors must meet the independence
requirements. Both the Control Committee and the Committee for
Transactions with Related Party are entirely composed of Independent
Directors, while the majority of independent members is provided for the
other Committees. The chairmanship of the Committees is always entrusted
to Independent Directors.

The minority can appoint 25% of the Board of Directors and the Chairman of
the Management Control Committee.

The Directors must meet the professionalism and integrity requirements and
comply with the criteria of competence, fairness and time commitment and
the specific limits to the number of concurrent offices.

Additional statutory requirements for Board Directors and for members of
the Management Control Committee are set up.
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3. Mergers
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2018 Mergers

Cassadei RisparmidiForli e della Romagna

IMl Investment Banco di Napoli

/L 19th September /L
\‘J\ /Q/

&
10th July T 10t October

CassadiRisparmio del Friuli Venezia Giulia

CassadiRisparmio del Veneto

BEFORE THE MERGER N\ AFTER THE MERGER I
- 100% controlled by Intesa Sanpaolo - Asingle bank
- Their own governance system - Asingle one-tier governance system

/ /
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4. Mandatory preferred stock conversion
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27/04/2018 - Shareholders’ meeting approves the mandatory conversion of all the Intesa Sanpaolo
preferred stocks in ordinary shares through new shares issuance

Simplification and

Responding to a more
stringent regulatory
environment

Offsetting the negative

Interest & Rights
alignment

impact of IFRS9 on
provisions requirements

Preferred shares

Obtain a unique were not included

IFRS9 requires

shareholder class
focused on
company control,
financial
performance,
business strategy
and with identical

iority
\ priori

J

COMPETITORS

At the end of 2017 Unicredit converted its preferred shares in ordinary ones at a conversion rate

inthe CET1
calculation. By
converting into
regular ones the
ratio increases
without changing
the asset side or

\issuing new equity/

higher provisions
for credit issuance.
To maintain the
regulatory capital
level Intesa needs
to increase the
common equity

NNN

Conversion rate:
1 preferred share=
1,04 common share

Exercised right of
withdrawal 4%

Voting right
dilution of 5,8%

Economic

portion
\_ J

of 3.82 plus €27.25 in cash using new shares issuance and proprietary shares
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5. Conclusions
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TO SUM UP NN

X

@

The literature suggests a functional equivalence among the
different governance models

Nevertheless, the current regulation and the evolution of the
banking industry are leading Italian financial institutions to
reconsider their governance model

Intesa Sanpaolo has been the first Italian bank to join this European
trend but the consequences of this choice on its performance are
still hard to assess
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