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“Pirovano” has become an irreplaceable point of reference for cycling
events and motorcycle rallies at national and international level, appointments
for fans of cars, vintage or otherwise, as well as a place for study and in-depth
research, whether environmental, naturalistic, historical or sporting.

The Carlo Donegani Historical Museum

In 1998 — on the occasion of the eightieth anniversary of the end of the
First World War, of which the Stelvio and its area was the western pillar — in
the rooms adjacent to the Bank’s seasonal window at the Stelvio Pass, a
unique museum with free access was set up, named after the engineer from
Brescia, Carlo Donegani (1775-1845), who was the brilliant designer of the
Strada Imperiale dello Stelvio.

The most evocative section of the Museum is dedicated to the “Great
War” (1915-18) and represents an ideal starting point for a visit to a much wider
and more suggestive “museum’: the outdoor one, made up of a dense network
of walkways, fortifications, trenches — as well as a spectacular restored gun
embrasure, thanks to the active collaboration of the National Alpini Association
—which still bear witness to the dramatic events that took place there. Another
part of the Museum is dedicated to the memory of Engineer Donegani and
collects a copy of the original technical and historical documentation taken
from his road project.

The last part is dedicated to the events that have contributed to making
the Stelvio Pass famous, events linked to snow sports, in particular summer
skiing, cycling, mountaineering, motorcycling and motoring.

Nonsolobanca

The cultural commitment of Banca Popolare di Sondrio obviously found
a congenial outlet by being disseminated through online communication. This
is why the Bank has paid much attention to building its website (www.popso.
it), being aware of the duty to put into circulation fragments of a story that
“rewrites” itself continuously, to meet new needs and sensibilities.

The main website is accompanied by a portal, www.nonsolobanca.
popso.it, which sets out the bank’s main cultural initiatives, accompanied by
hill-walking, ski mountaineering and cycle tourism suggestions, richly
commented and illustrated, focusing in particular on the valley, but without
neglecting the numerous destinations outwith the province.

Sponsorship and donations

Again in 2018, a difficult year for the entire banking sector due to the
adverse effects of the notoriously long crisis, Banca Popolare di Sondrio has
made donations to various causes, but after having taken account of the
current state of the economy.

We have answered many requests for donations from care homes and
parishes, as well as from welfare, humanitarian, volunteer, recreational and




religious organisations; from schools of all levels; from cultural, artistic and

musical associations; and so on.

Many charitable initiatives include incentives to raise funds for important
hospitals and organisations, customers and “friends” of Banca Popolare di
Sondrio, who among other things also carry out research in the medical,

scientific and other fields.

The “Solidarity Current Account” is also active; this is a category of
current account established a few years ago, through which in 2018 we donated
funds to the following not-for-profit organisations:

e AISLA — Associazione Italiana Sclerosi Laterale Amiotrofica

e J[talian Branch of UNICEF

e AVIS — Associazione Volontari Italiani Sangue

e AIRC — Associazione Italiana Ricerca sul Cancro

e ADMO — Associazione Donatori Midollo Osseo.

Donations* 2018 2017 2016
WELFARE ORGANISATIONS € 35,451 77,080 36,200
HUMANITARIAN AND VOLUNTEER INSTITUTIONS € 23,174 21,520 31,430
CULTURAL AND ARTISTIC ASSOCIATIONS € 21,800 3,500 5,000
RECREATIONAL CLUBS € 16,283 17,750 14,750
MUSICAL ASSOCIATIONS € 1,885 1,100 2,400
SCHOOLS € 17,800 32,000 25,600
PUBLIC ENTITIES € 9,339 1,100 1,850
RELIGIOUS ENTITIES € 18,416 9,800 6,150
TRADE ASSOCIATIONS € 12,47 2,900 2,200
SUNDRY OTHER ASSOCIATIONS € 165,386 8,500 5,150

€ 322,006 175,250 130,730

* the figure for donations also includes the amounts donated through the Solidarity Account.

Sponsorships* 2018 2017 2016
Cultural and recreational Associations € 65,891 24,785 28,128
Trade Associations € 15,019 12,669 11,263
Religious Schools and Associations € 18,856 62,196 8,096
Sports and other Associations € 174,324 301,332 458,516

€ 274,090 400,982 506,003
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RISKS ASSOCIATED WITH THE TOPIC

The commitment to fostering the economic and social development of
local communities and the areas where the bank has chosen to open a branch,
with particular attention to households and SMEs, has been developed in
accordance with the risk appetite established at Group level, by means of the
implementation of prudent credit policies, inspired by the principles of
mutuality and subsidiarity, with benefits in terms of promotion of the corporate
image and the prevention of potential detrimental factors.

Protection of the Group’s reputation is implicitly guaranteed by the
pursuit of a corporate culture that is strongly rooted in the territory and
enthusiastic participation in charitable and solidarity activities, as well as by
intense promotion of the naturalistic, cultural and artistic heritage of the
communities that we serve.

Subtopics Description Risks generated / incurred Monitoring procedures

of the topic

Relationship Banca Popolare di Reputational risk associated There are no formal
with the Sondrio’s commitment with bankruptcy or scandal controls, but certain
community to cultural promotion is | caused by one of the charities criteria are used in

based on listening to the
territory of the province
of Sondrio with the aim
of enhancing its multiple
aspects and of drawing
its energies — financial

to which BPS makes its
donations (UNICEF, AIRC,
Avis and Admo) due

to improper commercial
practices in the use of funds
donated thereto by the Bank

selecting recipients,
based on an analysis
of the reputation thereof

or otherwise — to foster
the dialogue with
the communities

Credit risks associated

with the granting of loans

to support local entrepreneurial
initiatives

Credit pre-screening

ATTENTION TO THE CUSTOMER

One of the values to which the Bank aspires is attention to its customers,
who “must not constitute a certain and immediate source of income on the
basis of their net worth, but on whom the Bank is willing to invest in order
to secure a long-term relationship of mutual satisfaction”. This is a guideline
and a value that allows us to consolidate our relationships with customers
and maintain them over time, especially with those who are less experienced
in financial matters, who tend to be apprehensive about banking issues. One
of the Bank’s main competitive strategies is to satisfy the needs of the
customer, considered not as a mere number, as happens in many other
situations, but as a unique element with whom to establish a personal
relationship and to formulate proposals suited to their needs and not to the
segment that they belong to.
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As mentioned in the section on “Our Values” on the Bank’s website, our
staff “have a distinctive style, shared by all, in which courtesy, willingness to
help and professionalism are at the service of all our customers, whoever they
are and whatever they need.”

The Bank’s main customers are households, small and medium-sized
enterprises and institutions.

Any conflicts of interest essentially concern the provision of investment
services, in which the Bank provides the necessary information and applies
the appropriate management procedures, especially with reference to the
placement of financial instruments issued by it.

The annual report that the Compliance function draws up pursuant to
article 22 of the Commission Delegated Regulation (EU) 565/2017, declares
that the Bank has suitable procedures to ensure effective and correct
management of conflicts of interest in the field of investment services. These
procedures and measures are indicated in the MiFID information document
published on the company website and available at the branches via intranet.

BANGA POPOLARE DI SONDRIO =

LA PROPOSTA clente d ngo 0 dela chvorifics-
Lsteuto lombardo Praciubo Ml lﬁﬂnmw Etfe  Ione del rischios
wperaapienivolila  trasmette unimma-  titol obbilgarionan

prorvn wul CAMDO. gurve o Qrane E adomanda i non 1L COMMENTO

P non o professcnith 8 Frvece il cat0 o I Pumchonar o ha
conugh Sembraun  Comunaue CO00 rrtlere DUl sobdin T80 cld che Sovews
DAraoAs0. rma i parecchie insittense UN PROGOTHO AwskcL- fare. inoftre, spinto a
funzionano che A banCand Oeila FRLFAG, MaEonde che lomire qualche idea,
rifiuts o fornere alcun  Sondno © lmeta & non ko contaglent- ha citato sohlurkoni di
o th congulenza spegare cho l'ceale  be mae <A ssoiuta- mmoluto buon vemao,
SEOTE DIWNS Bver sarelite rrvesten mente ro. Derchs & s eLplorane Lacces-
falto comnpidare al i 50 ki v inun e Db | Drnc- Lrvarmente.

The Bank operates in accordance with the customer’s risk profile and
commercial needs. It is important to underline that the staff does not receive
any incentive in connection with the placement or intermediation of products
and services, which makes it possible to limit considerably any non-compliance
risks with customers and potential conflicts of interest.

FS6: Breakdown of the portfolio by business lines by region, size
and sector:

Territorial distribution of the portfolio* UoM 2018 2017 2016
North %  70.59% 70.28% 68.70%
Centre %  19.02% 19.42% 19.87%
Switzerland % 10.39% 10.30% 11.43%

100% 100% 100%
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Distribution of the portfolio

by size and type of customers** UoM 2018 2017 2016
Micro businesses % 15.98% 15.00% 15.20%
SMEs % 20.30% 19.99% 19.63%
Large Enterprises % 6.86% 8.74% 7.32%
Individuals % 34.16% 33.54% 33.97%
Entities and institutions % 22.70% 22.73% 23.88%

100% 100% 100%

*  Consistent with other sector information, the location refers to the branch of the customer

** the subdivision among individual customers, entities and institutions is done on the basis
of the CIC, while the type of company is based on turnover

Shareholders

Banca Popolare di Sondrio devotes particular attention to the relationship
with its shareholders, who are often also customers, in order to maintain a
strong link with the shareholder body, even as it develops outside the more
traditional areas where the Bank has opened branches.

Enhancement of the shareholder/customer combination, in addition to
increasing the loyalty of important customer segments, allows most of the
shareholders to make use of the services offered by their Bank. The functions
devoted to relations with the shareholders are carried out by the Secretariat
and General Affairs Office and by the Shareholders’ Office, under the supervision
of General Management.

The Bank’s website (www.popso.it) contains a specific section dedicated
to corporate information, in which important news items are made available
to the shareholders.

The Administration dedicates time and resources to encouraging the
widest possible participation on the part of shareholders in company life,
particular in the Annual General Meeting, a family gathering, a moment to
consolidate the relationship with the Bank and to find out how the Bank is
getting on (which is also communicated twice a year by letter to all shareholders
and friends).

The shareholders that took part in the Banca Popolare di Sondrio general
meeting held on Saturday, 28 April 2018 at the “Pentagono” in Bormio, were
gifted the book of photographic images entitled “Alpi Dipinte”, which includes
many beautiful images by the Valtellina nature photographer Elio Della Ferrera,
and, thanks to BPS Suisse, were provided with a chance to admire the Formula
One car driven in 1974 by the formidable Ticino champion Clay Regazzoni.

Note that from 1871 to the present day, the Bank has always distributed
dividends to its shareholders.

Dialogue with stakeholders
Customers, on accessing their home-banking (Scrigno) on the website
or via the mobile app, were invited to complete a questionnaire on the




importance given by them to material topics (more significant than the Bank’s
operations) and to indicate which subtopics were more significant.
Set out below are the key data that arose from the survey.

Age

291
46 19
L
NO RESPONSE <20 20-30 30-50 50-70 >70
Gender
3,718
1,441
204

NO RESPONSE MALE FEMALE

Years as customer

NO RESPONSE LESS THAN 1 YEAR 1TO 5 YEARS 5TO 10 YEARS MORE THAN 10 YEARS
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AUTONOMY AND INTEGRITY
IN COMPANY CONDUCT

No response

Customer privacy and security of information
I Compliance with legislation concerning transparency and integrity

Prevention of corruption and money laundering

B Possibility for anonymous reporting of illegal or discriminatory conduct
B Transparency of decision-making processes
[/ Communication of the Bank’s environmental and social impact
(<))
N
s [\
o
n
o
m
(<))
0 o
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~
o [a]
~ —
[oe] [<)]
<
—
Importance of the topic
2,161
1,422
830 747

NO
RESPONSE
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ENHANCEMENT OF OUR
HUMAN RESOURCES

No response

Training activities for employees

Attention to health and safety of workers

Fair and transparent remuneration

Opportunities for professional growth and development

Gender equality and promotion of diversity

I Services and subsidies to improve the quality of life of employees

®
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<
n
m
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Importance of the topic
2,106

NO
RESPONSE

=
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ATTENTION TO THE CUSTOMER

No response

Listening and support to savers, for a relationship built on mutual trust

Convenience, efficiency and ease of access to the bank by customers

Specific products based on type of customer and different needs

Digital innovation: apps, digital banking, online payment systems, etc.

Clear communication of products and services available for savers

(2]
o 10
™ &
~ 1 14
~ Qo
~ (o]
I |
n
*x
: I
n
(o]
[
Importance of the topic
2,929
1,211
760
391
1 18 43
NO 0 1 2 3 4 5
RESPONSE
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FINANCIAL AND CAPITAL SOLIDITY

No response

M Quality and stability of relationships between the bank
and its members/shareholders

Il strategies that focus on the return on products and services offered

Development of trust and sense of belonging by members/shareholders

Compliance with regulatory restrictions on financial stability

Operational and reputational risk management

Environmental and social risk management in the Bank’s credit granting
and investment decisions

3,196
2,340
2,054
2,677
2,176
1,467

383

Importance of the topic

2,091

NO
RESPONSE
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ECONOMIC SUPPORT TO THE COMMUNITY

No response

Increase in the range of products on offer to businesses attentive to
the impact of their operations on the environment and on people and
a decrease in the product offering to controversial sectors (e.g. arms, tobacco)

I Initiatives aimed at the preservation of the entrepreneurial identity
of the territory in which the Bank operates

Selection of suppliers in the territories where the Bank operates

Initiatives to support disadvantaged social categories (e.g. microcredit)

Dialogue with regional entities, municipalities, local associations
and not-for-profit organisations

[l sponsorship of events and promotion of the territories served

o m Q
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o % o
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1,398
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Importance of the topic

NO
RESPONSE
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On World Savings Day, taking advantage of BPS’s presence on the
Sondrio Policampus for the event named “Teaching respect for the law: because
with the help of citizens crime can be beaten”, approximately 600 final year
upper secondary school students in the Province were given questionnaires
by means of which we wished to understand the students’ points of view
concerning material topics and how they saw the Bank. On average, all the
material topics were deemed to be important, but the subtopic considered to
be the most significant was “Listening and support” under the topic “Attention
to the customer”, indicating a need for young people to be closer to the Bank
and to have an increased dialogue therewith.

Below are the most interesting responses to the question «If you were
a member of Banca Popolare di Sondrio’s management team, what would you
do to respond better to the needs of your contemporaries?», which proved to
be of most interest to the students.

I would grant
soft loans
to university

students

-

0 I would

invest in local
businesses run

by young
people

Support
for deserving
students

«I would grant soft loans to university students».

«I would invest in local businesses run by young people>.

«Zero-interest loans for studies and activities related to education».

«Support for deserving students.

«Inform young people of the various possibilities for investment and subsidies».
«Invest in technologies».

«Scholarships».

«More functional website».

«Meetings with the schools, conferences to inform attendees of what the Bank offers».
«Visibility on social media to facilitate dialogue with young people».

«Inform us of the roles and responsibilities of the Bank because most of us have no idea
of how it operates».
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Complaints

According to the area to which they refer, complaints are managed as
follows:

— banking and insurance services, entrusted to the Complaints Office which
is part of the Legal and Claims Department; the structure itself also handles
complaints for which customers have filed an appeal with the Financial and
Banking Arbitrator (FBA) regarding banking services or IVASS with regard
to insurance services;

— investment services, entrusted to the Compliance Function, which makes
use of collaboration from Internal Audit for the preliminary investigation
and evaluation. This also in relation to possible customer appeals addressed
to the Financial Disputes Arbitrator (FDA).

Complaints by customers and the Bank’s reply can be sent by both
ordinary mail and e-mail. Complaints are handled free of charge. The ways in
which customers can submit complaints to the Bank, the FBA, the FDA and
IVASS are available on the institutional website, in the “Transparency” section.
Complaints are examined and answered, if possible, on the same day that
they arrive or a few days later and, in any case, before the legal deadline of
thirty days from receipt of the complaint. The trend of complaints received by
the Bank is subject to communication to the corporate bodies and Supervisory
Authorities through periodic regulatory reports.

Banca Popolare di Sondrio (SUISSE) SA handles complaints in the same
way as the Parent Company; complaints are received centrally at the Front
Office, whereas it is up to Risk Management, an independent unit that reports
directly to General Manager, to register the complaints, monitor the situation
and verify that they are resolved, preventing the emergence of a possible
conflict of interest.

GRI Standard 417-2 incidents of non-compliance concerning
product and service information and labelling.

There have been no reports of non-compliance with regulations or voluntary codes of
conduct regarding marketing activities (including advertising, promotion and sponsorship).

GRI Standard 417-3: Incidents of non-compliance concerning
marketing communications.

There have been no reports of non-compliance with regulations or voluntary codes of
conduct regarding the information and labelling of products or services, nor related to
marketing activities (including advertising, promotion and sponsorship).




INNOVATION IN TRADITION

Ever since the 90’s, when it set up what was then a state-of-the-art
service centre as far as the Italian banking sector was concerned, Banca
Popolare di Sondrio Group has sought the most advanced technological
solutions for the management of its daily activities, to offer services to
customers and for security.

The digital revolution that is affecting the banking sector represents a
new way of living the bank, but a bank that does not forget its founding values
and tradition. The first home-banking product created by our institute in 1997
was Scrigno Internet Banking, a service offered free of charge, simple to use
(translated into English, French and German), guaranteed by a solid security
system (it obtained certification of the Security Management System according
to 1SO27001) and is accessible to people with reduced or impeded motor and
sensory capacities through technological aids (such as special screens and
vocal synthesizers).

The topic of accessibility is particularly dear to Banca Popolare di
Sondrio and is linked to another initiative implemented fifteen years ago
relating to the production of current account statements in braille. The
availability of a wide range of banking services, both for getting information
and giving instructions, allows a high degree of financial inclusion by
eliminating the need to access the bank physically during opening hours.
SCRIGNOInternet Banking is also attentive to the environment: the online
Correspondence service transforms accounting documentation to a digital
format, thus eliminating the need for paper and the recovery of production
and delivery costs.

ONLINE CORRESPONDENCE

Elimination of paper SCRIGNOVJiffy
Online archive up to 5 years, App to transfer cash
in real time

for those who subscribe
to SCRIGNOplus \

SCRIGNO/dentitel

App for the generation
of security credentials

CBILL
r' Payments to creditors

of public utilities
s /<

N\ )

PagoPa SCRIGNOPagoFacile
Payments to the Payment of utilities, fees
public administration and levies to counterparties

participating in the initiative
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Increasingly more topical — with a view to the reduction of fraud and
aggression — is the issue of the propagation of new distribution channels for
banking services.

On the one hand, we wish to highlight the spread across our network of
advanced ATMs that enable the safe acquisition of money and cheques through
the simple and immediate payment into customers’ accounts, while, on the
other hand, we are witnessing the virtualisation of our credit cards through
the use of Samsung Pay and Google Pay, which promotes the dissemination
of a safeguarding and facilitating tool for the user who can go around without
taking cash and payment cards with him.

Lastly, it is now possible to use Mastercard contactless cards to pay for
travel on the Milan underground, thus overcoming the need to issue paper
tickets, with a clear contribution to environmental sustainability (ticket
production and disposal).

The bank was one of the first companies to believe in the MyBank
initiative, the European payment service based on current accounts that
allows online purchases of goods and services through the Internet Banking
service from suppliers affiliated with this circuit, recognizable through the
brand name. This initiative aims at spreading among customers a simple
payment method to access the vast e-commerce market thanks to the
familiarity with and security of the Internet banking tool.

Another innovation introduced by BPS was the electronic signature that
allows to sign digital banking documents by eliminating the use of paper. All
this is done by means of a Graphometric Signature, which is done by using
an electronic device, the signature pad, with a manual gesture the same as
a handwritten signature on paper and which has the technical, IT and legal
requirements needed to qualify as an “advanced electronic signature” in
terms of the law.

The innovation also involved Banca Popolare di Sondrio (SUISSE) SA,
which revised its e-banking platform for better use on mobile devices and
introduced credit cards with an e-wallet function (Apple Pay/Samsung Pay).

With regard to internal processes, the main changes concerned:

— the development of a platform for digital and centralized management of
credit agreements and related flows and controls;

— the development of a platform for automatic management of compliance
requirements in the field of stock exchange orders;

— the introduction of Interactive Voice Response (IVR) at the Call Centre to
improve the direction of flows;

— the development of Direct Banking.




RISKS ASSOCIATED WITH THE TOPIC

The Group constantly modernises its technological tools and
infrastructures to support corporate operations, with particular attention to
electronic services and internet banking, overseeing risks, mainly computer
risks, connected to the implementation of measures in favour of innovation
and operational efficiency, which are indispensable in a context of increasing
digitisation.

Emphasis is put on monitoring cyber risk, understood as the risk of
violations of computer security perpetrated mainly through the theft of access
credentials and aimed, in most cases, at executing fraudulent payment
instructions. Against this, the Group implements targeted investments and is
constantly involved in strengthening security systems, to combat criminal
attacks to protect customers and the Bank itself.

As a further safeguard, the Group adopts a structured process to assess
potential critical issues related to the provision of new products /services with
innovative or complex characteristics, with the involvement of various corporate
structures, each according to their sphere of competence.

Risks
generated / incurred

Subtopics Description Monitoring procedures

of the topic

Innovation
in tradition

The digital revolution
represents a new way

Non-compliance risks
with customers

No incentive for the placement
or intermediation of products

of living the bank. and services, making it possible
The availability Risk of conflicts to limit considerably any such risk
of a wide range of interest

of banking services,

both for getting Cyber risk The Group makes targeted

information and
qiving instructions,
allows a high degree
of financial inclusion
by eliminating the
need to access the
bank physically during
opening hours

(for example Scrigno)

investments and is constantly
involved in strengthening
security systems, to combat
criminal attacks to protect
customers and the Bank itself.
As a further safeguard,

the Group adopts a structured
process to assess potential
critical issues related to the
provision of new products/services
with innovative or complex
characteristics, with the
involvement of various corporate
structures, each according

to their sphere of competence

Reputational risk arising
from investments in
controversial sectors

Governed by BPS's Code of Ethics
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Subtopics

Description

Risks

Monitoring procedures

Innovation
in tradition

of the topic

The digital revolution
represents a new way
of living the bank.
The availability

of a wide range

of banking services,
both for getting
information and
giving instructions,
allows a high degree
of financial inclusion
by eliminating the
need to access the
bank physically during
opening hours

(for example Scrigno)

generated / incurred

Risk incurred due
to incorrect conduct
by sales staff

Risks generated

by the scarcity of
customer service staff
due to the large
number of resources
employed in
(decentralised)

new regulatory
compliance activities

Covered by training activities

and by staff remuneration policies
excluding variable remuneration
based on sales achieved by staff.

— ABI-ANIA protocol for the sale
of policies linked to loans,
whereby an analysis is performed
of customer satisfaction

in accordance with precise
methodologies and the data

are then sent to ABI

Risks generated

by the loss of
loyal/historic customers,
who prefer human
contact in branches
and traditional
procedures,

due to the increasing
digitalisation

of the Bank

Risk generated

by the issue of

new products or
marketing campaigns

Risks sheet dedicated to

the identification and analysis

of all risks associated with
potentially new products/marketing
campaigns, compiled by all offices
of the Bank, each of which
addresses the risks specific

to their office and operations.

The final assessment as to the issue
of new products or campaigns

is based on the outcome

of the above

Risks incurred
due to complaints
by customers

Complaints policy (pertaining
both to distribution and the
product itself). Monthly update
of operating sheets communicated
periodically to the network,

on work done by the Bank

in terms of asset allocation

and choice of portfolio on behalf
of the customer.

Official reports, statements

and transparent information

for customers
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AUTONOMY AND INTEGRITY IN COMPANY CONDUCT

FAIRNESS AND TRANSPARENCY

Over the years, Banca Popolare di Sondrio has acquired and consolidated
an excellent reputation, both nationally and internationally, as a bank
characterised by sound and prudent management, which conducts business
in compliance with the ethical principles of fairness, transparency, integrity
and professionalism, as well as the rules of conduct set by art. 21 of the
Consolidated Law on financial intermediation (Legislative Decree 58/1998).

The Bank’s corporate and business objectives are pursued by all those
operating within it with loyalty, seriousness, honesty, competence and
transparency, in full compliance with the laws and regulations currently in
force. These are the ethical principles to which the Bank aspires, in the
context of its more than 100 year mission as a cooperative bank, and from
which derive its models of conduct, in order to compete effectively and fairly
in the market, to satisfy the expectations of the communities of the territories
in which it operates, to improve customer satisfaction, increase shareholder
value and develop the skills and professional growth of its human resources.
The creation and dissemination of business values cannot be separated from
real respect for fundamental principles such as professional correctness,
personal integrity, effective protection of health and safety in the workplace,
as well as transparent competition on the market by all those who work there.
In this regard, the Code of Ethics, adopted by both Banca Popolare di Sondrio
and Factorit, obliges all third parties with which the Bank has relations to
avoid behaviour that could compromise the integrity and reputation of the
parties or such as to be interpreted as aimed at obtaining improper advantages.
No member of staff can accept benefits in kind connected with business
relations, if not after the approval of the Supervisory Body, as this would be
interpreted as corruption.

The Bank has therefore prepared a structured and organic system
(organisation, management and control model pursuant to Legislative Decree
231/2001) for prevention, deterrence and control, aimed at developing awareness
in favour of people directly or indirectly involved in sensitive activities
susceptible of corruption. Thanks to constant monitoring of activities, the
Bank has set itself the task of preventing or reacting promptly to prevent the
commission of this type of crime. A Supervisory Body has been set up with
the task of monitoring the functioning and observance of the model and to
ensure that it is updated.

Banca Popolare d Sondrio (SUISSE) SA does not have any particular risk
of corruption deriving from business activities, as it is subject to strict
supervision by the Swiss Supervisory Authority.

Much attention is paid to the selection of employees and the choice of
service providers, thus helping to mitigate the risk. In fact, as per internal
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policy, in the fulfilment of their professional duties, employees are prohibited
from accepting gifts or accepting offers or soliciting directly or indirectly
advantages of any kind. Serious violations of internal, sanctioned regulations
may be deemed to be grounds for dismissal.

The Bank has identified potential areas of risk of internal fraud and has
implemented suitable prevention measures to ensure effective internal control.
The internal regulatory apparatus, the separation of duties, inclusion in the
relevant operational flows according to the “four-eyes” principle, the
establishment of first level formal controls as well as the presence of
independent units responsible for second level controls (Risk Control Office
and Compliance Office) and third level (Internal Audit) ensure that operations
are in compliance with regulatory standards in all respects.

The organisational models adopted by the Parent Company and by the
subsidiary Factorit, which are designed, inter alia, to prevent corruption,
explicitly state that the entities are required to provide information and
training to all staff to whom the Code applies (BNT also has a model and code
of ethics, albeit “inherited” from the previous management structure).

Information is transmitted by means of circulars and the publication of
internal regulations. The training is developed through classroom courses and
compulsory courses accessible via the multimedia platform.

Banca Popolare di Sondrio (SUISSE) SA's corporate bodies and
independent control functions are also aware of the risk of corruption. However,
the laws in force do not require that the latter carries out specific training on
anti-corruption policies or procedures.

The situation in Switzerland does not currently represent a material
risk, to the extent that in international statistics on corruption, the Swiss
Confederation ranks as one of the least corrupt countries of all. The Supervisory
Authority requires the Bank to provide adequate training on Compliance,
Anti-Money Laundering and Rules of Conduct in the market, which takes
place regularly.

All members of the governing bodies and the business partners have
been informed about the anti-corruption policies and procedures adopted.

In addition to the specific issues of corruption envisaged under the
organisational model as per Law 231/2001, staff training includes anti-money
laundering and the fight against terrorism, which are also considered for the
purposes of the Non-Financial Report. The multimedia platform contains
training modules that reach all staff and two information modules for new
recruits (issued every six months) dedicated specifically to these important
issues.

No cases of corruption have been found in any of the Group
companies.

There are plans to update the 231/2001 organisational model in 2019 to
incorporate new, recent legislation concerning administrative responsibility,
such as the introduction of whistleblowing procedures.




GRI Standard 205-3: Confirmed incidents of corruption and actions
taken. There have been no reports in the period of incidents of corruption.

GRI Standard 206-1: Legal actions for anti-competitive behaviour,
anti-trust, and monopoly practices. There were no legal actions in the period relating
to this topic.

GRI Standard 205-2: Communication and training related to anti-
corruption policies and procedures

100%
90% 1
80% 1
70% -
60% 1
50% -
40%
30%
20%
10%

0%

)

o
5
=

| |
N
(=)
—_
E

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

00/0

Percentage

of members of the
governing bodies
who have benefited
from anti-corruption
training in the
three-year period

Total percentage

of employees

who have benefited
from anti-corruption
training

65

Banca Popolare di Sondrio



RISKS ASSOCIATED WITH THE TOPIC

The Group promotes an approach to banking in accordance with
principles of professionalism and customer care, with a view to establishing
and maintaining relationships based on fairness and mutual respect, preventing
risks, mainly of a legal and reputational nature, attributable to inadequate
provision of financial services or conduct detrimental to customers’ interests.

Particular attention is paid to the pursuit of appropriate levels of
information transparency, not only in terms of regulatory compliance, but also
to ensure that customers are fully aware of the characteristics and costs of
the products and services that they are offered or hold.

To protect the confidentiality and integrity of company data, above all
those of customers, and the related risks of illegal manipulation and theft, the
Group also adopts suitable IT processes and controls for the acquisition,
custody and processing of confidential and sensitive information, in compliance
with regulatory requirements.

Subtopics Description Risks generated / incurred Monitoring procedures
of the topic
Fairness and | Pursuit Risk of internal fraud Gradual digitalisation of the
transparency | of the Bank’s Bank, manually managed
corporate processes are far fewer now
and business and thus the risk is lower,
objectives although not annulled; sample
by all those checks by the heads of
operating individual offices and by the
within it Compliance Office; signing of
with loyalty, Code of Conduct to create
seriousness, upstream awareness
honesty,
competence Risk generated by compliance Technical training through
?;775 arenc with new regulations, particularly: online and non-online courses
in fu;[/) v a. MiFID Il (not currently ](czles%neld to caompgpssaltle |
compliance totally compliant: It should there ordtf_e 'm'.t? Ii'LIJIrI |(f:a -lega
with the be a Consob inspection); and tinancial skifis ot
. certain operators required
laws and b. regulatory requirements to implement new regulations
regulations for marketing campaigns that set out
gurrently precise rules (e.g. font size),
in force . IDD
Risk incurred due to insufficient
motivation of staff confronted
with extensive regulatory
obligations and of which operating
staff has little knowledge
for the purposes of their application
(as there is no centralised
organisational structure for
the application of regulations)
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PRIVACY AND DATA PROTECTION

Protection of the confidentiality and integrity of customer and employee
data is ensured by specific operating functions which handle the operational
and regulatory aspects, cooperating with internal and external resources.
Information is a fundamental asset for the Bank and is therefore protected by
various levels of security depending on their value and the risks related to
their treatment.

As from January 2018, a significant step has been taken towards
maturity in data management, consisting of “transferring the operational
supervision of the protection of personal data to the new Data Management
and Protection Office, which is also responsible for data quality and data
governance”.

In May 2018, the Board of Directors approved the corporate data protection
regulations, which are accompanied by detailed manuals relating to:

1. Data protection operating model: this is a process reference model, which
updates and amends existing procedures to reflect new regulatory
requirements concerning data protection;

2. Data protection organisational model: this details the structures and
roles that guarantee the direction and governance, execution and control
of the data protection operating model;

3. Data protection control model: this sets out the internal control system for
data protection.

On account of the regulatory requirements laid down by the GDPR
(General Data Protection Regulation), in addition to the needs of data
protection governance, the bank, through its corporate regulations and
detailed manuals, has completed the determination of the technical and
organisational measures needed for compliance with data processing
regulations, via the adoption of proactive behaviour aimed at ensuring
compliance with the GDPR (as well as related regulations) and the protection
of the rights of the parties concerned.

In accordance with the principle of accountability, the bank has identified,
as follows, the players that essentially constitute the data protection operating
model, but wishes to emphasise that the correct management of privacy
legislation involves staff across the entire corporate structure:

— controller,
— internal data processors;
— external data processors;

- DPO.
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The Human Resources department has activated a number of multimedia
courses for employees on the following topics:

— Privacy code;
— Security of personal data within the Bank;

— Protection of privacy in the promotion and sale of products and services
within the Bank;

— Management of employee data within the Bank.

Banca Popolare di Sondrio (SUISSE) SA is also very careful and scrupulous
in managing the question of privacy. Cyber security is under the responsibility
of the Security Officer and managed through a Control Framework (annual,
monthly and continuous checks). Any incident that takes place (whether IT or
specifically a Security issue) must follow a well-defined notification process
and the disclosure of confidential data is part of this domain. The process
foresees the immediate involvement of the Security Officer, who handles
escalation to the correct organisational levels, if needed. A summary of the
incidents that have taken place is communicated regularly to management
(through the Risk Committee and through a section in the monthly security
report). On an annual basis, the entire Control Framework is reviewed by means
of a security assessment addressed to General Management. This entire process
is aligned with the FINMA regulations and checked regularly.

The assessment of privacy risk is performed by the controller in close
collaboration with the ICT security team based on procedures indicated in the
data protection operating model.

Furthermore, it should be noted that BPS has had an information
security management system in place for some time now that has been
certified to ISO27000 by the certifying entity DNV GL. This certification, which
relates to IT security and which has been awarded annually since 2006, has
continuously evolved over the years and the scope thereof, which has been
subjected to strict control, has been extended several times.

GRI Standard 418-1: Substantiated complaints concerning breaches of
customer privacy and losses of customer data

2018 2017 2016

Total number of complaints
concerning breaches of customer privacy 0 2

of which: from external parties

of which: from regulators

Two complaints have been handled, one concerning internet banking and the other for a
potential data breach that was then deemed not to be high risk for the rights and freedoms
of the people concerned.




RISKS ASSOCIATED WITH THE TOPIC

Subtopics

Description
of the topic

Risks

generated /incurred

Monitoring procedures

Privacy
and data
protection

Protection of

the confidentiality
and integrity

of customer

and employee data
is ensured by
specific operating
functions which
handle the
operational and
regulatory aspects.
Information is a
fundamental asset
for the Bank and is
therefore protected
by various levels of
security depending
on their value and
the risks related

to their treatment
(known as “risk-
based security”)

Risks associated
with the processing

of sensitive / personal

data

Risk-based security: application

of various levels of security depending
on the value of information and the
risks related to the processing thereof.

Multimedia courses for employees.

Information security management
system certified to 1SO27000.

Security Officer.

Annual security assessment conducted
for the entire control framework

and addressed to general
management, aligned with FINMA
regulations and checked regularly

Compliance risk
(GDPR)

Ad hoc meetings since 2016 to present
the main changes introduced by

the regulation to service managers and
the Bank’s deputy general managers.

Register compiled via face to face
interviews with all the organisational
units’ data processors.

Configuration Management Data Base
(CMDB)
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ENHANCEMENT OF OUR
HUMAN RESOURCES

CREATING VALUE THROUGH THE VALUE OF PEOPLE

The development and success of a service company cannot be separated
from the quality of its personnel which, in relations with customers and in the
offer of products and services, is a distinctive factor that is recognised and
appreciated by the market. Over the years, Banca Popolare di Sondrio has
kept faith with its principle of growth based on the implementation of an
internal process to develop staff skills, which enhances young high school
leavers and recent graduates in their first work experience.

The recruitment of external professionals, who must respect the
balanced work environment, is limited to specific cases and is mainly to
procure skills not easily available within the Group. This results in a strong
sense of cohesion and the perception of organizational clarity, which staff can
identify with. Underlying the foregoing is a robust and consolidated staff
management and training system, which aligns individual career paths with
the corporate objectives of developing skills in order to ensure the satisfaction
of professional needs.

Insertion of new recruits is an essential process for the organic growth
plan. It takes place mainly at the branches and in compliance with defined
learning objectives, in line with the Bank’s development plan. The needs of
professionalism are mainly satisfied, on the one hand, with the insertion of
new recruits, and on the other by means of staff rotation in different
professional roles of increasing complexity; rotation that is supported by an
intense training activity.

Consequently, an evaluation system has been introduced to support the
development and professional improvement of each individual, to encourage
their skill in interpreting organisational and behavioural models in the
performance of their duties and roles. The system refers to two different types
of assessments: performance assessment and the skills survey.

Performance assessment takes account of staff conduct and measures
the gap between job expectations and the results obtained in the year, in
accordance with the relevant national collective bargaining agreement and as
agreed with the trade unions.

The skills survey aims to map the professional skills that exist within
the Bank, to plan targeted actions for the management and development of
personnel and to implement training plans. This survey concerns the acquired
level of mastery of the processes in question and possession of the knowledge
and skills needed for the role being played. To further enhance the effectiveness
of the instrument — at the same time encouraging the processes of empowering
people, self-diagnosis and promoting self-development skills — the survey
carried out by the heads of the operating units is accompanied by a self-




assessment carried out by each employee; this also in order to acquire directly
from the source employees’ personal perception of their level of autonomy in
the work that they perform and the technical knowledge that they have
developed.

The performance assessment and the skills survey ends with an individual
feedback interview by the employee’s direct supervisor, during which they
analyse the evidence emerged from the findings and discuss their expectations
of professional growth, motivations, interests and aspirations.

The Bank complies with the regulations aimed at respecting the
principle of non-discrimination in access to employment, training and
professional promotion and in working conditions. The Code of Ethics
confirms that the Bank undertakes to guarantee working conditions that
respect the dignity of the person and that forms of discrimination contrary
to the law are not admitted or tolerated. To this end, it requires that acts of
psychological violence or attitudes or behaviour that discriminate or harm
the person, their beliefs or preferences in internal or external work
relationships are not allowed.

The Bank insists that there is no mobbing or harassment of any kind in
internal or external work relationships; furthermore, the Bank will not adopt
or tolerate any form of retaliation against employees who complain about
discrimination or harassment, nor against other workers who report such
situations.

GRI Standard 102-8: Information on the staff

Total employees by gender: the number of employees is constantly increasing,
in contrast to the sector. Female members of staff are showing a more rapid
growth trend, favoured by new hires and by the fact that resignations are
mainly of men.

2018 2017 2016
Women Men  Total Women Men Total Women Men  Total
703 2,537 3,240 668 2,528 3,196 645 2,508 3,153

Total employees by job category: organic growth involves the recruitment
of mainly high school leavers or recent graduates with little or no work
experience. The growth trend in female employees is higher.

2018 2017 2016
Category Women Men  Total Women Men  Total Women Men  Total
Managers 0 39 39 0 38 38 0 37 37

Middle managers 71 684 755 72 668 740 64 655 719
Office workers 632 1,814 2,446 596 1,822 2,418 581 1,816 2,397
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Total employees by age

2018 2017
Age Women Men  Total Women Men

<= 29 years old 139 269 408 126 280

2016
Total Women Men  Total

406 125 31 436

30-50 years old 441 1,671 2112 437 1,693

2,130 428 1,685 2,113

>= 51 years old 123 597 720 105 555

660 92 512 604

Breakdown by contract type: the Group’s growth in size favours the inclusion
of employees with permanent contracts. The use of fixed-term contracts is

limited to impromptu situations.

Type of 2018 2017
contract Women Men Total Women Men

Total number
of permanent
contracts 686 2,507 3,193 651 2,490

2016
Total Women Men  Total

3,141 628 2,483 3,11

Total number
of fixed-term
or temporary
contracts 17 30 47 17 38

55 17 25 42

Breakdown by type of employment: there has been an higher use of part-
time employment for female staff to help them reconcile their personal and

family needs with those of the Bank.

Type of 2018 2017
employment  Women Men  Total Women Men

Full-time

employment

as defined

by national laws 605 2,519 3,124 581 2,515

2016
Total Women Men  Total

3,096 554 2,497 3,051

Part-time

employment

as defined

by national laws 96 20 116 87 13

100 91 1 102

Breakdown by areas of employment/task

2018 2017
Women Men Total Women Men

Total ABl categories 703 2,537 3,240 669 2,527

2016
Total Women Men  Total

3,196 645 2,508 3,153

distribution 347 1,795 2,142 318 1,818 2,136 307 1,793 2,100
business unit 65 182 247 70 173 243 63 180 243
staff 167 241 408 146 203 349 145 204 349

operational services 124 319 443 135 333

468 130 331 461




Employees broken down by area of operations

2018 2017 2016
Women Men  Total Women Men  Total Women Men  Total
North 525 2,098 2,623 508 2,092 2,600 486 2,085 2,571
Centre 35 252 287 29 251 280 27 248 275
Abroad 143 187 330 131 185 316 132 175 307

Breakdown by educational qualification: there is a higher growth trend in
graduate staff, given that new recruits tend to be increasingly qualified from
a scholastic point of view.

2018 2017 2016
Education Women Men  Total Women Men  Total Women Men  Total

University degree 337 889 1,226 295 830 1,125 272 803 1,075
High school diploma 356 1,601 1,957 361 1,648 2,009 362 1,650 2,012
Middle school diploma 8 49 57 12 50 62 1 55 66

GRI Standard 102-41: Collective agreements

As far as Banca Popolare di Sondrio and Factorit are concerned, all
employees for the three-year period were covered by collective agreements,
whereas Banca Popolare di Sondrio (SUISSE) SA does not apply collective
agreements under Italian law. Swiss labour law is in any case complied with.

The Staff Regulations form an integral part of all employment contracts
with Banca Popolare di Sondrio (SUISSE) SA and are valid for all employees
and collaborators employed in Switzerland.

The rights and obligations of the employee are governed by the following
rules with the following hierarchy, except for any mandatory provisions:

e individual job contract;

¢ the Regulation;

e the Convention on the Working Conditions of Bank Employees (CCBE);
e Code of Obligations (CO) and the Federal Labour Law;

e the Federal Law on Banks and Savings Banks.

The CCBE applies to all employment relationships stipulated for a period
of more than three months.

The working relationships of the members of management are not
subject to the Convention, except as provided for in the Agreement on waiving
the registration of working hours, which they are asked to sign.
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Total employees covered by a collective labour agreement

2018
Women Men

Employees covered by
coll. labour agreement 560 2,350

Total

2,910

2017
Women Men

Total

537 2,343 2,880

2016
Women Men

Total

513 2,333 2,846

Employees NOT covered
by a collective labour
agreement (Suisse) 143 187

330

GRI Standard 401-1: Total number and turnover rate by age, gender and region

New recruits: 2018 2017 2016

age Women Men  Total Women Men  Total Women Men  Total
Total 82 98 180 54 122 176 57 74 131
<= 29 years old 57 78 135 39 77 116 45 45 90
30-50 years old 21 17 38 12 34 46 10 25 35
>= 51 years old 4 3 7 3 1 14 2 4 6
Incoming staff 2018 2017 2016
turnover Women Men  Total Women Men  Total Women Men  Total
Ratio between

new recruits and

total employees 12% 4% 6% 8% 5% 6% 9% 3% 4%

Leavers: the number of leavers continues to be at levels that are considered
physiological; there has been an increase in the number of leavers going into

retirement.

2018 2017 2016
Leavers Women Men  Total Women Men  Total Women Men  Total
By age:
<= 29 years old 30 44 74 19 39 58 1 18 29
30-50 years old 1 27 38 31 39 28 36
>= 57 years old 9 24 33 4 32 36 3 22 25
Reason for leaving:
Voluntary leavers
(excluding retirement) 19 42 61 13 48 61 10 34 44
Retirement 3 18 21 4 28 32 2 13 15
Dismissal 3 8 1 1 8 9 6 10
Other (i.e. end of
a fixed-term contract) 25 27 52 13 18 31 6 15 21
Outgoing 2018 2017 2016
turnover rate Women Men  Total Women Men  Total Women Men  Total
Ratio between
leavers and total
employees 7% 1% 4% 5% 1% 4% 3% 3% 3%




RISKS ASSOCIATED WITH THE TOPIC

The Group pursues policies of careful selection and management of
human resources, sharing principles and behaviours inspired by professionalism,
transparency, honesty, fairness and attention to the customer, to prevent risks,
mainly of a legal and reputational nature, which could derive from improper
behaviour that does not comply with the corporate spirit or current regulations,
including discriminatory behaviour.

Particular attention is also paid to the growth and enhancement of
staff, through constant training and professional development, with the aim,
among other things, of promoting a widespread culture of risk prevention
and mitigation.

The Group protects the health of its customers and employees in full
compliance with the provisions on health and safety at work, making all staff
aware of the risks involved and the adoption of responsible behaviour, as well
as preparing appropriate prevention measures, including the stipulation of
appropriate insurance.

Subtopics Description of the topic Risks Monitoring

procedures

generated /
incurred

Creating Pursuit of organic growth Risk incurred Staff

value through | objectives based on due to remuneration

the value the development of improper policies: fixed

of people human resources and conduct remuneration
the recruitment of young affecting the without
people with the aim Bank’s growth | any variable
of developing and objectives component
strengthening internal based on
cohesion. economic/sales
Attention is therefore performance

particularly focused on
the following main
variables: measurement
of professional needs,
number of employees,
recruitment, selection and
insertion of new recruits,
evaluation, training and
rotation of internal
resources
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ENHANCEMENT OF HUMAN RESOURCES

Professional growth is supported by a training system that includes
projects destined to specific segments of the corporate population, such
as new recruits, and the development of all the main issues of the banking
business. Training programmes do not neglect the transversal contents of
the various professions that exist within the bank, with the aim of
strengthening certain abilities, such as the relationship, negotiation and
management skills.

A great deal of attention is given to training new recruits, in order to
support the organic growth model. A new training programme is dedicated to
new recruits: by integrating various methods (classroom, multimedia, targeted
on-the-job support), it covers not just the specific regulatory and process
aspects of the front and back office roles of the branch, but also notions
regarding the organisation of the Bank, the rules governing the employment
relationship, corporate security and the main business areas: the commercial
products and services on offer, an introduction to lending, the securities
markets and international operations. Some modules are also dedicated to
behaviour and the development of personal skills.

The training offer that characterises the various activities of the banking
sector is wide. In this regard, the HR Department supports the central
structures in planning training initiatives for various areas such as, but not
limited to, IVASS, portfolio advice, MiFID2, compliance, lending (preliminary
investigation, guarantees, management and control of positions assigned,
analysis of a business in financial difficulty, analysis of financial flows,
monitoring and management of overruns), SEPA, transparency, privacy, health
and safety of workers, administrative responsibility of banks, cash recirculation,
usury and anti-money laundering.

In addition to the traditional classroom courses, there are various
training proposals available through e-learning tools.

The training programmes also deal with the issues of quality certification
processes in accordance with ISO9001 and 1SO27001 standards. These
processes are an integral part of the company strategy, in a constant search
for customer satisfaction and ever-increasing efficiency, with the aim of
bringing benefits in the organisation and work processes, together with the
involvement (training and information) of the staff.

With regard to Banca Popolare di Sondrio (SUISSE) SA, in addition to
the managerial training programmes for managers of the production units and
for new resources, the employees assigned to consultancy to private customers
are involved in educational activities aimed at obtaining the Federal
Certification SAQ (Swiss Association for Quality).

Young members of staff are given the possibility of an internship with
one of our German or French speaking branches to practice and develop their
foreign language skills.
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Job rotation is practised in small operating units as an opportunity for
professional training.

GRI Standard 404-1: Average annual training hours per employee the
numbers refer to head counts.

Total number of training hours to employees

2018 2017 2016
Qualification Women Men  Total Women Men  Total Women Men  Total
Managers 0 889 889 0 352 352 0 539 539

Middle managers 1,306 27,082 28,388 1,608 21,612 23,220 1,484 24,625 26,109
Office workers 17,902 81,859 99,761 15,048 62,653 77,701 15,518 71,926 87,444

Average

training hours 2018 2017 2016

per employee  \Women Men  Total Women Men  Total Women Men  Total
Managers 0 23 23 0 9 9 0 15 15
Middle managers 18 40 38 22 32 31 23 38 36
Office workers 28 45 41 25 34 32 27 40 36

TYPE OF COURSE

4%

6%

B [nsurance/IVASS
m Finance/MiFID
Banking regulation
10%
Training for new employees
W Procedures/Health and safety

M loans

m Commercial

Banca Popolare di Sondrio has for years been the point of reference for
commercial and technical schools in Lombardy and collaborates with the main
universities in the area for orientation activities, internships and placement
of students, undergraduates and graduates.
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BPS has relations with around 30 universities and 250 technical schools
for post-diploma placement. In 2018, it organised orientation meetings with
students of 44 of these schools, training activities with teaching in the
classroom and work/school alternation projects.

Collaboration with the universities aims at encouraging orientation in
the world of work and career choices, offering young people a chance to
acquire the first contact tools in their search for a job that responds to their
personal aptitudes and expectations. At the same time, it has allowed the
Bank to select, through the university channel, the resources with the skills
most suited to its recruitment needs. This consists of orientation meetings
and presentation of how the Bank operates, participation in career days and
the organisation of internships.

As a result of these activities, in the last 10 years, the Bank has offered
internships to approximately 2900 students, 181 of which were in 2018.

RISKS ASSOCIATED WITH THE TOPIC

Subtopics Description Risks Monitoring procedures
of the topic generated /
incurred
Personnel Professional Risk generated | There are no formal
enhancement | growth is by the potential | policies for role
supported by a discouragement | advancement and career
training system of Bank staff, development, but:
thalf /nc/udesl arising from — there is a well established
projects destined | a lack of practice of recruiting
to specific mutually staff on apprenticeship
segments of agreed career contracts with terms
the corporate paths

of approximately 3 years,
generally followed

by a classic professional
development path;

population and
development of
all the main issues

of the banking _ .
vsiness, — various staff training
Training activities are carried out
programmes — all deserving employees
do not neglect (taking account of the
the transversal operating context) are
contents of the offered opportunities
various professions for internal growth,

that exist within including in other areas
the bank, of the business

with the aim of

strengthening

certain abilities, Risk incurred Personnel office

such as the due to staff which, through a
relationship, conduct / well-structured process,
negotiation and performance monitors each individual
management skills | not in line employee and his

with performance over time
expectations




HEALTH AND SAFETY

The Group pays particular attention to protecting the health and safety
of workers.

Constant control and improvement in this area represent the main policy
and objectives, as well as the “precautionary principle” on the basis of art. 15
of Legislative Decree 81/08, and art. 2087 of the Italian Civil Code, in drawing
up measures to improve the “welfare” of workers. These are achieved through
one line control (Managing Entity) and one Level Il control carried out by the
Bank’s Internal Audit Department.

The main management system adopted by the Bank follows what was
laid down in the former art. 30 of Legislative Decree 81/2008: it is made up of
operating instructions and procedures relating to the various areas of safety
in the workplace, over which control is carried out by each of the Bank’s
Managing Entity. In particular, some of the areas subject to monitoring are
those related to compliance with technical-structural standards (e.g.
equipment, systems, physical agents, etc.), risk assessment and prevention
and protection measures, organisational activities (e.g. emergencies, first aid),
health surveillance and information and training for workers.

In compliance with the decree (which defines the safety organisation
chart and the related responsibilities), the employer has appointed the
manager, the head of the prevention and protection unit, the people in charge
of the prevention and protection unit, the people in charge, the fire fighters
and first aid units, and the company doctor. The workers’ safety representatives
are elected by the workers by means of a vote. Safety officers are trained
through specific courses.

Each year, the HR Department gathers and implements data relating to
work-related stress and the specific risk is reassessed every two years.

As regards the Swiss subsidiary, the control protocol and the MSSL
Federal Directive (concerning the use of company doctors and other safety
specialists) guide the company’s management methods and the methodology
adopted. In fact, they are equipped with safety guidelines on how to organise
it, for the protection of health. The guidelines regulate, among other things,
ventilation and air quality, ergonomics, control of stress factors, duration of
work, special protections, such as those for new mothers, environmental
protection, lighting and noise checks.

All employees have carried out a general training course on this issues
(updates are made according to the new indications coming from the State
and Regions Agreement of 21 December 2011 and 7 July 2016); employees who
work more than 20 hours per week at a video terminal are subject to health
surveillance.

One of the biggest risks for the health and safety of bank workers is a
robbery: this is a phenomenon due to fraudulent conduct by third parties, that
obviously cannot be eliminated at source by the Company, but which is
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decreasing, mainly due to the lower amount of cash held by each teller and
the widespread presence of video surveillance systems.
This risk is managed through:

e use of ABI's OS.SLF. (Observatory for Physical Safety) procedure in order
to define the endogenous, exogenous and combined risk indices.

e Signing memoranda of understanding with local Prefectures (Police) with
the adoption of defensive preparations.

e Implementation of specific anti-robbery training courses.

e Psychological assistance for workers who are victims of robberies.

GRI Standard 403-2: Type of accident, accident rate, occupational
diseases, lost work days, absenteeism and number of work-related
fatalities

Type of accident 2018 2017 2016
Accidents at work no. 39 21 29
of which:

Accidents during working hours no. 9 5 8

% of total % 23.1% 23.8% 27.6%
Accidents while commuting no. 30 16 21
% of total % 76.9% 76.2% 72.4%

Workdays lost,

days of absence and hours worked 2018 2017 2016
Workdays lost due to accidents days 374 331 741
Days of absence during the period days 15,577 14,537 13,635
Hours actually worked hours 5,199,987 5,107,453 5,023,121
Workable days days 801,746 783,270 784,732
Accident rate 2018 2017 2016
Accident rate (frequency)* 7.5 4112 5.773
Severity rate** 0.072 0.065 0.148

* The accident rate is calculated by multiplying the number of injuries by one million and
then dividing by the number of hours worked
** The severity rate is calculated by multiplying by 1,000 the total number of days lost through
injury divided by the number of hours worked

Accident rate 2018 2017 2016
Absenteeism rate*** 1,94 1,86 1,74

*** The absenteeism rate is the ratio between days of absence and workable days multiplied
by 100




GRI 403-4: Health and safety topics covered in formal agreements with

trade unions

Health and safety

in formal agreements with trade unions 2018 2017 2016
Total agreements with trade unions
concerning health and safety no. 0 0 0
Total agreements with trade unions no. 1 1
Percentage of total agreements with
trade unions concerning health and safety % 0 0 0

RISKS ASSOCIATED WITH THE TOPIC

Subtopics

Health
and safety

Description
of the topic

The Group pays
particular
attention to
protecting the
health and safety
of workers.
Constant control
and improvement
in this area
represent the
main objectives,
in drawing up
measures

to improve

the “welfare”

of workers

Risks
generated /
incurred

Monitoring procedures

Risk Code of Ethics of BPS

generated The Supplies, Technical

by and Prevention/Safety Office

compliance deals with the monitoring

and of compliance risks. This is

consequent based on support provided

reputational | by ABI, which, via ABIX,

risks sends the Bank information

associated about the Bank’s health

with health and safety regulatory

and safety compliance requirements.

conditions For risks under art. 30

of the Bank's | of the Consolidated Banking

employees Act: Health & Safety
Manager (where one exists),
Safety Management Model,
Validation of Existing
Appraisal/Evaluation,
Interference Risk Assessment
Certificate (DUVRI)

Risk of ABI's OS.SI.F. (Observatory

robberies for Physical Safety)

procedure in order to define
the endogenous, exogenous
and combined risk indices.
— Signing memoranda

of understanding with

local Prefectures (Police)
with the adoption of
defensive preparations.

— Implementation of specific
anti-robbery training
courses.

— Psychological assistance
for workers who are victims
of robberies
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CORPORATE WELFARE

“SUISSE”, a bank that has its employees at heart

Partnerships with gyms, citrus fruit distribution between November and
February, birthday chocolates, FELFEL (healthy and organic food in the break
room), flowers sent to hospital patients, opening of an account on birth of
son/daughter (on his/her behalf), cover for occupational accidents and all the
time needed to see to and care for children and parents in the event of
accidents and illness.

Opening of an account on birth of child

Flowers sent to hospital patients

Partnerships with gyms

Citrus fruit distribution

The main types of corporate welfare offered by BPS are as follows:

Corporate productivity bonus: the current national labour contract
(which leaves it to the company contract to define the criteria for awarding
bonuses) for managerial staff and personnel of the professional areas envisages
the adoption of a corporate productivity bonus (governed by specific second-
level company agreements) linked to the company’s results in terms of real
increase in productivity and/or profitability that can be objectively verified on
the basis of the financial statements;

Long-service bonus: employees who work at Banca Popolare di
Sondrio for an effective period of 30 years are paid a “long-service bonus” of
2,300 euro gross;

Graduation bonus: non-graduate workers who, after two years of
employment, complete a three-year degree course included among those that
used to lead to conventional seniority under the labour contract, are awarded
a one-off bonus of 1,800 euro gross;




Scholarships: scholarships are offered to children and/or people who
are tax dependents, the amount of which is based on the grade of school
attended;

Meal contribution: the company gives luncheon vouchers to non-
residents (Euro 7.00) and residents (Euro 4.50), as indicated in the current
national labour contract.

Contribution for out-of-town accommodation: if an employee has to
spend the night out of town due to work requirements, the Company makes
a monthly contribution towards their evening meal of 132 euro gross;

Commuting contribution: employees who live more than 60 km away
from work (i.e. who have a 120 km round-trip) receive a monthly contribution
of 132 euro gross towards their travelling expenses;

Disabled contribution: an annual contribution of 2,300 euro gross is
paid to employees for each child with a serious physical or mental handicap
that affects their learning ability, ascertained according to Law 104/92.

Healthcare assistance is provided to employees and their families
through an internal welfare fund.

The purpose of the Welfare Fund is to help pay for hospital and health
care in general — to supplement the national health service — as well as for
other reasons, according to the procedures established by the Regulation.
The duration of the Welfare Fund is set until 31 December 2050, unless it is
extended.

It is inspired by the principle of mutuality and is based in Sondrio, at
the Bank’s headquarters.

The Fund implements the social purpose of the Bank by the following
means:

a) the contributions to be paid by the members of the Fund;
b) the equivalent amounts to be contributed by the Bank;

c) the contribution to be paid by the Bank towards the cost of medical
check-ups;

d) income generated by the Fund's assets;
e) any offerings or contributions from institutions and individuals;

f) any cash surpluses, after the ordinary prescription period, in accordance
with the National Labour Contract.

Another important element contributing to welfare is the Bank’s
Recreation Club.

The “Recreation Club of the Banca Popolare di Sondrio Group”, with
headquarters in Sondrio, at the offices of Banca Popolare di Sondrio, is an
apolitical, non-trade union and non-profit association, which aims to promote
and organise cultural activities for its members and their families, such as
cultural, recreational, sporting and any other activities that involve economic
and/or welfare benefits for its members. Our Recreation Club has a board of
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eleven members, elected every three years from among the employees and
retirees of Banca Popolare di Sondrio Banking Group companies (in the form
of voluntary work outside of working hours).

In this perspective, those who join in the Recreation Club’s activities
must accept the principle that what has been organised is designed to
satisfy colleagues who are members and is managed with the “diligence of
a good father”.

This premise serves to stimulate the right attitude on the part of those
who choose to participate in the Club’s initiatives.

The initiatives proposed by the Club are intended for its members
(employees and retirees); non-members are allowed to attend, providing they
have been signed up by members and, normally, if accompanied by them.

Participation in Club events is normally subject to payment of a
membership fee; the fee is differentiated between:

. the fee for non-members, which is equal to the cost of the event with
the usual discount for Group fees. The Club does not apply any surcharge.

. the fee for members and their families is determined by applying to the
full fee (for non-members accompanying members) a reduction that is covered
by the contribution paid by the Club. In other words, the difference between
the two fees is borne by the Club using the funds deriving from the annual
membership fees of the members and the contribution made by the companies
of the Banca Popolare di Sondrio Group.

RISKS ASSOCIATED WITH THE TOPIC

Subtopics Description Risks Monitoring procedures
of the topic generated /
incurred
Corporate Development Risks Although there are no formal
welfare of a structured | generated written policies or procedures,
corporate by difficulties | the Bank seeks to meet staff
welfare plan, in reconciling | needs and to address,
with an work and as far as possible, requests
offering of private life made, in order to plan and
services and organise, efficiently as possible,
subsidies to employees’ working hours
improve the and to make prudent
quality of life management and organisational
of employees decisions. However, initiatives
inside and undertaken by the Bank
outside the include an offer of
company accommodation to employees
of branches located outwith
their home territory. This is not
a formal policy, but is
something the Bank offers.




Subtopics Description Risks Monitoring procedures
of the topic generated /
incurred
Corporate Development Risks incurred The bank's remuneration
welfare of a structured | due to an policies that formalise
corporate increase in additions to basic pay,
welfare plan, work-related which are not regulated
with an stress via an intranet platform
offering of but by the contract.
services and A well-structured process
subsidies to for the determination
improve the of the additional quantum
quality of life based initially on staff
of employees reports and then on the
inside and standardisation of data by
outside the Personnel Service and the
company guantum is then determined
by the General Manager.
Work flexibility guaranteed
by the recent introduction
of part-time working
(approximately 30/40
employees) and by an
exceptional offer of flexible
working hours.
Flexible choice of available
locations given to future
branch managers prior to their
transfer. The above are not
formally regulated, but are
exceptions offered individually
Risk The procedure for
generated by the integration of the
disincentivation | personnel administration
of subsidiaries’ | of Prestinuova and BNT staff
staff caused by | is currently being drawn up
the current lack
of a structured
corporate
welfare plan
(under
preparation)
for the new
subsidiaries
(e.g. BNT)
DIVERSITY

The Bank complies with the regulations aimed at respecting the principle
of non-discrimination in access to employment, training and professional
promotion and in working conditions.

In agreement with the trade union representatives, a specific Committee
for Equal Opportunities has been set up with the purpose of:
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— identifying suitable measures for the realization of equal opportunities;

— promoting suitable actions to facilitate the reintegration of female workers
after maternity leave and to safeguard their professionalism;

— promoting initiatives aimed at removing any behaviour harmful to personal
freedoms, including sexual harassment;

— evaluating any reports about direct or indirect discrimination at a work or
professional level and making proposals on the matter.

In compliance with the contract, without prejudice to the company’s
organisational requirements, the Bank grants flexibility or work hour reductions,
especially to female staff, to allow them a better balance between personal
and family needs and those of the company. Particular attention is also given
to managing personnel who are seriously disabled. There is a constant
involvement and closeness on the part of the HR Manager, even when returning
to work, allowing flexibility in terms of working hours.

For its part, for the protection of diversity, BPS (SUISSE) has adopted a
recruitment, selection and induction policy that focuses on the prevention of
discrimination in terms of gender, religion and political creed. Diversity forms
an integral part of its corporate policy. Training programmes are structured
in a manner that involves all generations. Much attention is paid to facilitating
the transfer of knowledge to younger members of staff and vice versa in order
to create and spread knowledge. The teams are intergenerational and
multigenerational.

GRI Standard 405-1: Diversity within the governing bodies and staff

2018 2017 2016
\Women Men \Women Men Women Men
Total members of
the Board of Directors (number) 6 9 5 10 5 10
Total members of
the Board of Directors (%) 40% 60% 33% 67% 33% 67%
Composition of the
governing bodies: 2018 2017 2016
breakdown by age Women Men  Women Men  Women Men
<=29 years old (number) 0 0 0 0 0 0
<=29 years old (%) 0% 0% 0% 0% 0% 0%
30-50 years old (number) 1 0 1 0 0 1
30-50 years old (%) 4% 0% 5% 0% 0% 5%
>=51 years old (number) 5 9 4 10 4 10
>=51 years old (%) 33% 60% 27% 67% 27% 67%




Mana gers W <=29yearsold (%) ™ 30-50 years old (%) ™ >=51 years old (%)
92% 95% 95%.
8Y%
0% i 0% R 0% ot
Women Men Women Men Women Men
2018 2017 2016

Middle mana gers M <=29yearsold (%) ™ 30-50 years old (%) ™ >=51 years old (%)

61%

0 0 54% 56% 53%
48% 52% 48% 52% e 0

38%

44% 47%

0% 0% 1% 0% 0% 0%

Women Men Women Men Women Men

2018 2017 2016

Offl ce workers W <=29yearsold (%) ™ 30-50 yearsold (%) ™ >=51yearsold (%)

73%
71% - b B

Women Men Women Men Women Men

2018 2017 2016
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GRI Standard 405-2: Ratio between average male and female basic
salary by category and by operational qualification

* The figures do not include Banca Popolare di Sondrio (Suisse)

** The percentage relative to the managers is not reported given the absence of female
managers

Assuming that the base salary is the minimum, fixed amount paid to
the employee for his work (excluding any additional amounts such as overtime
or bonus), while remuneration means the basic salary plus any additional
amounts paid to the employee, the average basic salary is the ratio between
the basic salary and the number of middle managers or employees (by gender)
in that particular year less any part-time employees, while the percentage is
the ratio between the average female and average male basic salary.

MIDDLE MANAGERS

2018 2017 2016
Average base salary 100% 96% 96%
Average remuneration 87% 89% 88%
OFFICE WORKERS

2018 2017 2016
Average base salary 75% 91% 90%
Average remuneration 69% 83% 80%

GRI Standard 406-1: Discriminatory incidents and action taken: no
discriminatory incidents were reported

In order to promote the development of a legality culture and ensure a
working environment where employees can report violations of external
regulations without any problem, and thus prevent discriminatory attitudes,
the Group has set up an internal system for reporting violations, implementing
art. 52-bis of the TUB, which transposes into Italian law the provisions of the
“CRD IV” Directive on “whistleblowing”.




GRI Standard 401-3: Maternity/Paternity

(1) Maternitylpaternity leave is that which is obligatory as well as optional leave separated

into periods of days

Maternity / 2018
Paternity Women Men

No. of employees who
have taken maternity

2017
Total Women Men

2016
Total Women Men  Total

or paternity leave 113 7 120 98 8 106 86 5 91
No. of terminations after returning

from maternity or paternity'

leave during the year 2 0 2 0 0 0 0 0 0
No. of terminations after

returning from maternity

or paternity" leave during

the previous year 0 0 0 0 0 0 0 0 0

Rate of return to work
after maternity
or paternity' leave 98%  100%

98%  100%  100%

100%  100%  100%  100%

Work position retention
rate after maternity
or paternity' leave 100%  100%

100%  100%  100%

100% 97%  100%  98%

RISKS ASSOCIATED WITH THE TOPIC

Subtopics Description

of the topic

Diversity Compliance
with the
principle

of non-

in access to
training and
professional
promotion

conditions.
Measures

promotion
of equal

within the

fabric

discrimination

employment,

and in working

aimed at the

opportunities

organisational

Risks generated
/ incurred

1) Reputational
risk associated
with
discriminatory
incidents within
the Bank

Monitoring procedures

Internal system

whereby staff may report
acts or facts that

may constitute violations
of regulations governing
banking activities

in accordance with

art. 52-bis of the
Consolidated Banking
Act on whistleblowing

2) Risk generated
by compliance
(national rate

of 7% for hiring
disabled staff)

Ad hoc recruitment
of disabled staff

3) Reputational
risk associated
with potential
imbalances in
gender diversity
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SUSTAINABLE MANAGEMENT
OF OUR ENVIRONMENTAL IMPACTS

Banca Popolare di Sondrio implemented at least three years ago an
energy efficiency and waste reduction policy based on a yearly comparison of
the key data and parameters concerning the consumption of energy resources
and materials by its properties.

This is performed by the Bank’s technical service department, which,
based on comparable data, conducts an extensive analysis aimed at identifying
the least efficient and most impactful consumption centres, in order to propose
improvement actions.

The environmental impacts, defined by the EMAS Regulation 761/2001
such as “changes to the environment resulting from the businesses, products
and services of an organisation”, are divided into:

Direct: the impacts directly related to the production, distribution and
organisational processes (consumption of water or energy resources,
production of waste and equivalents, emissions of climate-altering gases); with
regard to their management, Banca Popolare di Sondrio has laid down a series
of objectives/modus operandi:

e [Improvement in energy utilisation systems by defining a Group standard
that includes:
— improvement in the energy class of new and existing buildings, through
the use of high-performance construction and plant technologies;
— the use of low-energy lighting systems through LED technologies;
— the use of low-power hardware/IT equipment.

 Greater use of renewable energy sources with low CO, emissions, by
means of:
— an increase in the percentage share of electricity produced from
renewable energy sources;
— connection to district heating networks, where available;
— progressive replacement of heating plants powered by fuels with a higher
emission level.

e Reduction of paper consumption by optimising printing processes and
greater use of electronic documents and increase in the use of recycled

paper.

e Attention to the correct collection and disposal of waste produced by:
— the maximisation of the portion of waste that can be recycled/reused;
— the extension of separate waste collection for all types of waste produced;
— continuous verification of the correct disposal of non-recyclable or
reusable waste.




e Reduction of excesses in the use of water resources from aqueduct
networks.

e Green purchases with lower environmental impact in their life cycle,
through:
— the use of recyclable cartridges and toner;
— the use of ecological and/or recycled paper, or deriving from certified
eco-compatible production processes (FSC);
— the purchase, where possible, of local products and services, in order
to minimize the environmental impact of transport and travel.

e Promotion of sustainable urban mobility, through:
— the use of collective transport systems with a lower environmental
impact when travelling between home and work and for work missions;
— progressive inclusion in the company fleet of vehicles using lower
emission propulsion systems.

e Management of environmental emergencies, through the implementation
of appropriate prevention and protection measures in emergency situations
and environmental risk assessment.

Indirect: they are the impacts over which the Company may not have
total control, but for which it undertakes to adopt a precautionary approach,
with the dual purpose of limiting the risks related to commercial operations
and profit from new business opportunities in all areas of strategic activity.

Specifically, as regards its customers, the Group wants to encourage
them to manage their activities in a sustainable manner, proposing banking
products and services aimed at benefiting from new business opportunities
and reducing the risks associated with strategic business operations.

To achieve this goal, it intends to implement:

e Consideration of environmental risk as part of the procedures for assessing
creditworthiness.

e Promotion of financial instruments and products to improve energy
efficiency in the following sectors:
— business production processes.
— eco-compatible building;
— environmental certifications.

e Funding for the purchase of high energy class homes, for energy efficiency
retrofits of buildings-plants and for the installation of systems for the
production of energy from renewable sources (photovoltaic, wind and
hydroelectric plants).

e Dissemination of specific insurance services for the environmental
technology sectors.
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e Selection of investment opportunities (private equity), with reference to
companies belonging to “sensitive” sectors, through an assessment of
regulatory compliance and environmental standards.

e Promotion of investment instruments characterized by a high level of
environmental responsibility.

As regard suppliers, our main objectives are:

e to improve the supply chain through a selection process that takes into
account ethical and environmental requirements;

e to put in place supply systems that minimise environmental impacts
through an overall evaluation of the service offered.

The perimeter of environmental data reporting includes the following
companies: Banca Popolare di Sondrio, Factorit SpA and Pirovano Stelvio SpA.

For the three years 2016-2017-2018 data pertaining to Banca della Nuova
Terra have been excluded as they are marginal, as is also the case for Banca
Popolare di Sondrio SUISSE — SA, as only partial data was available.




ENERGY CONSUMPTION

GRI Standard 302-1: Energy consumption in the Company*
Direct energy consumption

UoM 2018 2017 2016
Heating GJ 69,319 78,991 66,102
natural gas Smc 1,544,449 1,757,446 1,489,107
diesel fuel I 451,943 517,463 417,274
LPG (liquid propane gas) | 4,339 4,838 1,573
Electricity consumed kwh 18,138,677 18,318,688 18,329,046
Purchased electricity kWh 17,931,527 18,074,211 18,087,140
of which from renewable
sources (purchased) kWh 14,751,488 14,552,331 14,052,385
Electricity from renewable sources
produced and consumed kWh 207,150 244,477 241,906
District heating kWh 999,991 1,001,945 977,695
Non-renewable
district heating purchased kWh 451,153 362,644 418,424
Renewable district heating purchased kWh 548,838 639,301 559,271
Non-renewable air cooling purchased kWh 0 0 0
Renewable air cooling purchased kWh 0 0 0
Total energy consumption GJ 138,216 148,544 135,605

UoM 2018 2017 2016
Renewable energy kWh 15,507,476 15,436,109 14,853,562
% renewable on the total % 40,4% 37,4% 39,4%

Electricity consumption has remained largely unchanged. Gas and
district heating consumption reflect the trend in seasonal weather conditions.
Consumption of diesel for heating has decreased due to a number of
conversions to gas thermal plants and to several interventions to improve the
efficiency of old plants.

UoM 2018 2017 2016
Non-renewable fuel consumption
— Diesel | 60,534 65,991 74,140
Non-renewable fuel consumption
— Gasoline | 19,603 31,443 27,541
Total non-renewable fuels
(including car park) GJ 72,115 82,359 69,639

* Consumption is derived from fuel expenditure, based on an average pump price published
annually by the Ministry of the Economy and Finance. The unit of measurement is the gigajoule
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There has been a slight contraction in fuel consumption in 2018,
compared to 2017, particularly with regard to petrol consumption due to the
gradual ageing of the corporate car fleet and an increased use of hybrid cars.

EMISSIONS INTO THE ATMOSPHERE

Direct emissions of greenhouse gases coming from combustion heat
generators are subjected to periodic checks and combustion tests according
to the indications contained in Presidential Decree 74/2013.

Each intervention report is filed in our Ordinary Routine Maintenance
procedure.

Energy analyses are performed every six months or annually to determine
consumption benchmarks for the various buildings.

These data are normally compared to average sector data published by
ABI Energia Group in order to guide specific activities or generalised measures
for energy management.

GRI Standard 305: Emissions

Direct emissions (Scope 1) UoM 2018 2017 2016
Total direct emissions tCO,e 4,759.40 5,348.50 4,775.80
Heating oil tCO,e  1,209.60 1,384.90 1,116.80
Diesel for motor vehicles tCO,e 161.80 176.30 198.10
Petrol tCOe 46.00 73.80 70.50
LPG (liquid propane gas) tCOe 7.30 8.20 2.70
Natural gas tCO,e 3,072.70 3,468.30 2,938.70
Fluorinated Greenhouse Gases (F-gas) tCOe 262.00 237.00 449.00
Electricity from renewable sources
produced and consumed tCOe 0.00 0.00 0.00

Emissions data reflect those for consumption from primary energy
sources.

Indirect emissions (Scope 2) UoM 2018 2017 2016

Total indirect emissions
— "Location based” method tCO,e 6,003.30 5,959.60 5,956.40

Total electricity purchased
(renewable or non-renewable)

(national grid average emission factor) tCO,e  5,784.10 5,659.00 5,663.10
Total district heating purchased

(renewable or non-renewable) t CO,e 219.20 300.60 293.30
Other (specify) tCOe




Total indirect emissions

- “Market based” method tCO,e 1,601.00 1,286.10 1,457.10
Non-renewable electricity purchased

(residual mix factor) tCOe  1,497.80 1,174.60 1,345.60
Electricity purchased from renewable

sources (zero emission factor) tCO,e 0.00 0.00 0.00
Non renewable district heating purchased t CO,e 103.20 111.50 111.50
Renewable district heating purchased

(zero emission factor) tCOe 0.00 0.00 0.00

Other indirect emissions

(Scope 3) UoM 2018 2017 2016
Total other emissions tCO,e 4,348.30 1,506.00 1,537.10
Goods and services purchased

Paper/cardboard and toner tCOe 3,810.20 1,005.20 1,037.30
Business trips (public transport) tCOe 538.10 500.80 499.80

In 2018, the CO, equivalent associated with paper consumption was also
reported, given that it had never been calculated in the past. This explains the
rise in the Scope 3 parameter.

UoM 2018 2017 2016
NOx, SOx, and other significant emissions t 4.46 5.36 494
NOx t 3.51 4.23 3.94
SOx t 0.95 1.13 1.00

USED MATERIALS AND PRODUCED WASTE

The amount of paper used by BPS was calculated on the basis of the
quantities of material ordered by our central warehouse, as well as on the
basis of the quantity of material (envelopes, sheets) given by the company to
which we outsourced the printing and delivery of periodical bank statements
to customers.

The paper quantities used by Banca Popolare di Sondrio (SUISSE) SA
and Factorit are based on average annual estimates.

GRI Standard 301-1: Used materials by weight and volume

Used materials UoM 2018 2017 2016
Total weight of used materials kg 548,882 540,553 551,058
Total FSC certified paper kg 177,632 334,718 373,717
Total used paper (non-certified) kg 355,531 188,604 163,288
Toner and cartridges kg 15,719 17,231 14,053
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The rising trend of paper consumption is due to an increase in the
number of statements and contractual conditions printed to be sent to
customers (MiFID II Directive). Non-certified paper includes the recycled
portion thereof, which has increased significantly.

UoM 2018 2017 2016
Consumption of paper per employee kg 165.01 164.62 170.75
Toner consumption per employee kg 4.87 5.42 4.47

* No. of Group employees = 3,231 (average of opening and closing figures).

GRI Standard 306-2: Waste
Waste produced, destined

for recovery and disposal UoM 2018 2017 2016
Total waste produced kg 318,400 434,175 400,668
Of which dangerous kg 0 2,104 560
Of which non-hazardous waste kg 318,400 432,071 400,108
Total waste destined for recovery

(reuse or recycling) kg 292,768 408,022 384,955
Of which dangerous kg 0 0 0
Of which non-hazardous waste kg 292,768 408,022 384,955
Total waste destined for disposal

(landfill or waste-to-energy) kg 25,632 26,153 15,713
Of which dangerous kg 0 2,104 560
Of which non-hazardous waste kg 25,632 24,049 15,153

The consolidated perimeter is that reported to us by ALFA MACERI,
which is the company that provides the waste collection, transport and
disposal service.

Solid urban waste (SUW) and recyclable plastic do not appear on the
list of total waste produced by BPS, as their collection and disposal is entrusted
to the Municipal Companies for the area, which do not normally weigh this
type of waste.

Pirovano Stelvio S.p.A., because of its business, affects very heavily the
production of SUW and similar waste.

The reduction in total waste produced is primarily due to deferral of the
disposal of paper stored at our Service Centre in 2018.




WATER CONSUMPTION

Water consumption figures have been based on amounts billed and
by taking account of average tariffs applied by operators in 2018, on a
regional basis, and split between fixed and variable charges.

Direct readings would result in unsustainable extra costs for something
that we do not consider to be essential for the environmental sustainability
of a banking group.

The procedure for arriving at the figure does not allow us to compute
a reliable consumption benchmark (and costs billed often include final
balances due and additional costs applied by the water operator that are
not attributable to consumption).

GRI Standard 303-1: Water taken by source

Volume of water withdrawn UoM 2018 2017 2016
Total volume of water withdrawn cm 341,138 267,206 321,456
surface waters, including waters
from swamps, rivers, lakes and oceans cm
ground water cm
rainwater collected directly
from the company cm
waste water from another company cm

municipal water or other
infrastructure supply cm 341,138 267,206 321,456

The scope of the analysis also includes condominium utilities, for which consumption has
been derived from the share of expenses billed by administrators.
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METHODOLOGICAL NOTE

The Consolidated Non-Financial Report (hereinafter also “NFR”) of the
Banca Popolare di Sondrio Group was prepared in compliance with Legislative
Decree 254/2016 concerning the disclosure of non-financial information of
certain large public-interest companies.

The purpose of the NFR is to ensure an understanding of the Group’s
policies, organisational model, risks and performance indicators and the
related results, with particular regard to the social aspects associated with
the management of personnel, the fight against active and passive corruption
and respect for human rights.

The issue of Human Rights, managed through current policies (e.g. UN
guidelines, Universal Declaration of Human Rights, Code of Business Ethics)
does not form part of the material topics for our Company (more information
on this topic can be found at the end of this methodological note).

The process of identifying relevant topics

In order to identify the most relevant issues, i.e. material ones and
therefore strategic for us, we carried out an analysis to understand stakeholders’
response to the issues of Legislative Decree 254/2016.

The “material” topics are made up of the aspects that, on the one hand,
are considered important by our stakeholders, because they could influence
their expectations, actions and decisions, while, on the other hand, they could
have a significant impact in economic or environmental terms on the Group’s
activities.

First of all, through an analysis of the international guidelines, including
the publications of the Global Reporting Initiative (GRI), of the Banca Popolare
di Sondrio Group's values and of the sustainability reporting of peers, we
identified the universe of potentially relevant topics.

Subsequently, the Company’s management was involved in a workshop
to assess the importance of each issue identified for the Company and for the
reference stakeholders. Firstly, considering the Company’s point of view and
then that of the stakeholders, everyone had to evaluate on a scale from 1 to
5 to what extent a certain issue had to be taken into account as an important
part of the activities, strategies and communications. For the 2018 non-
financial statement, BPS submitted the materiality matrix for assessment by
the two main subsidiaries, Factorit S.p.A. and SUISSE SA.

Furthermore, for 2018, the process also involved two categories of
stakeholders, namely, customers and young people (further details are provided
in the section headed “Attention to the customer”).

The validation of the matrix elevated environmental impact to the status
of material topic due to the current context and dynamism of the financial




sector in which BPS operates. Moreover, the Bank has always had a good
system in place to monitor the related impact, thanks to which, the topic was
also reported in the 2017 NFR, making the continuity of reporting possible in
line with prior periods.

The results obtained from all activities were then consolidated and a
materiality matrix was developed, incorporating the new results, and was
shared with and validated by the General Manager.

The table below sets out the Group's six strategic material topics. These
are explained in further detail in the various aspects associated with them.
The table also shows the correlation between the areas mentioned in art. 3
paragraph 2 of Legislative Decree 254/2016 and the material issues underlying
this NFR.

Material topics Associated aspects Areas of L. Decree 254/2016

Link with the territory

Relationship with the community

Relations with the supply chain

Economic support Credit access Social aspects
to the community

Responsible credit

Offer of responsible products

Collaboration with institutions

Privacy and data protection

Aspects related to personnel
management

Gender equality

Health and safety

Dialogue with the social parties
Implementation of the conventions
of international and

supranational organizations

Enhancement

Corporate identit
of human resources P y

Autonomy and integrity

in company conduct Fairness and transparency Fight against corruption
Financial and Economic performance

capital solidity Risk management

Attention to the customer Innovation in tradition Social aspects

Energy consumption

. . . Emissions into the atmosphere ,
Direct environmental impacts Environmental aspects

Used materials and produced waste

Water consumption

The reporting perimeter and standard

The reporting perimeter coincides with that of the consolidated financial
statements, i.e. it includes companies consolidated line-by-line for the financial
statements.
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Any perimeter limitations on specific indicators have been reported and
motivated in this document; they are mainly due to the low impact that they
have on the total figure and/or because of the lack of a reporting system for this
data at some companies. The reporting year to which this report refers is 2018.

The reporting standards adopted by the Banca Popolare di Sondrio
Group for its NFR are the GRI Sustainability Reporting Standards, published
in 2016 by the GRI - Global Reporting Initiative (GRI Standards), with reference
to the selection of GRI Standards.

In particular, according to GRI Standard 101: Foundation, paragraph 3,
we referred to the disclosures reported in the table below for this document.

GRI GRI
STANDARD Disclosure Description Material theme
102-1 Name of the organization
102-2 Activities, brands, products, and services
102-3 Location of headquarters
102-4 Location of operations

102-5 Ownership and legal form
102-6 Markets served

102-8 Information on employees and other workers Personnel enhancement
102-9 Supply chain Economic support to the community
102-15 Key impacts, risks, and opportunities Financial and capital solidity
GRI 102 - General Disclosure 102-16 Values, principles, standards, and norms of behavior
102-17 Mechanisms for advice and concerns about ethics Autonomy and integrity

in company conduct

10218 Governance structure

102-22 Composition of the highest governance body
and its committees

102-30 Effectiveness of risk management processes

102-41 Collective bargaining agreements Personnel enhancement

102-47 List of material topics

102-50 Reporting period

GRI 103 - Management 103-1 Explanation of the material topic and its Boundary

Approach 2016 103-2 The management approach and its components

GRI 201 - Economic Performance  201-1 Direct economic value generated and distributed Financial and capital solidity

GRI 204 - Procurement Practices ~ 204-1 Proportion of spending on local suppliers Economic support to the community
2052 Communication and training about anti-corruption

GRI 205 - Anti corruption policies and procedures o
205-3 Confirmed incidents of corruption and actions taken Autonomy and integrity

in company conduct
GRI 206 - Anti-competitive Legal actions for anti-competitive behavior,
: 206-1 . .

Behavior anti-trust, and monopoly practices

GRI 301 - Materials 301-1 Materials used by weight or volume

GRI 302 - Energy 302-1 Energy consumption within the organization
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GRI 303 - Water 303-1 Water withdrawal by source
305-1 Direct (Scope 1) GHG emissions
305-2 Energy indirect (Scope 2) GHG emissions
GRI 305 - Emission 305-3 Other indirect (Scope 3) GHG emissions
Nitrogen oxides (NOX), sulfur oxides (SOX),
305-7 . e
and other significant air emissions
GRI 306 - Effluents 306-2 Wiaste by type and disposal method
GRI 401 - Employment 401-1 New employee hires and employee turnover
401-3 Parental leave
GRI 403 - Occupational health Types of injury and rates of injury, occupational diseases,  Personnel enhancement
403-2 lost days, and absenteeism, and number of
and safety o
work-related fatalities
GRI 404 - Training and education ~ 404-1 Average hours of training per year per employee
GRI 405 - Diversity and equal 405-1 Diversity of governance bodies and employees
opportunity
405-2 Ratio of basic salary and remuneration of women to men
GRI 406 - Non discrimination 406-1 Incidents of discrimination and corrective actions taken
472 Incidents of non-compliance concerning product and
GRI 417 - Marketing and labeling senvice information and [abeling Attention to the customer
417-3 Incidents of non-compliance concerning marketing
communications
GRI 418 - Customer Privacy 2181 Substantiated c_omplalnts regarding concerning breaches Autonomy and integrity
of customer privacy and losses of customer data in company conduct
G4 FINANCIAL SERVICES Percentage of the portolio for business lines by specific .
SECTOR DISCLOSURES 56 region, size (€.g. micro/sme/large) and by sector Attention to the customer
G4 FINANCIAL SERVICES FS7 (';/L(;Ceeszrys vslclijf?cosfogirsldt;JeCr:Zf?tn?o?eef;/;ezjseiiggsel(ijnzo Economic support to the communit
SECTOR DISCLOSURES P PP y

broken down by purpose

Table of non-GRI key performance indicators

Donations

Total economic value of donations Economic support
made by the Group, by type to the community
of event/activity implemented

Sponsorships

Total economic value of investment Economic support
by Group in sponsorships for to the community
advertising purposes of events/
activities offering economic support
to community

Ethical funds

Funds deposited and number Economic support
of BPS customers that have invested | to the community
in Etica SGR's funds
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The reporting process and calculation methodologies

The process of collecting data and information and drafting the NFR is
coordinated and managed by the Parent Company, in collaboration with the
representatives of the Group structures and companies responsible for the
various areas involved in the document drafting process.

The following are the main calculation methods used:

e The accident frequency index is the ratio between the total number of
injuries and the total number of hours worked, multiplied by 1,000,000.

e The severity index is the ratio between the total number of days lost and
the total number of workable hours, multiplied by 1,000.

¢ The rate of absenteeism is the ratio between the days of absence during the
reporting period and the total number of workable days in the same period.

e Direct energy consumption: the conversion factors used are those of the
Italian Greenhouse Gas Inventory 1990 - 2015 - National Inventory Report
2017 Annex 6. The gas consumption figures include condominium utilities
(i.e. so without a specific meter in the name of Banca Popolare di Sondrio),
calculated as a percentage of the total condominium expense reported
by the administrators, at 54% of the expense (as per benchmark analysis
on the past 2015-2016). The consumption figures of the company car fleet
have been obtained on the basis of annual fuel used, as per the fuel card
registration associated with each vehicle. Consumption is derived from
fuel expenditure, based on an average pump price published annually by
the MEF.

* The emission factors used for the calculation of COe (CO_equivalente)
emissions reported in this NFR are the following:

— Direct emissions Scope 1: the calculation of the emissions is done on
the basis of coefficients and formulas defined by ABI in the document
entitled “Guidelines on the application in the bank of the Global
Reporting Initiative (GRI) Environment Indicators, version G4”, December
2017 version.

— Indirect emissions Scope 2: The calculation of CO, emissions is based
on coefficients of the ratio of consumption conversion/CO,, CH, and NO,
emissions, published by ISPRA and ENEA [according to indications
defined by ABI in the document “Guidelines on the application in the
bank of the Environment Indicators of Global Reporting Initiative (GRI),
version G4”, December 2017 version|.

— Other indirect emissions Scope 3: Emission conversion factors for
business trips taken from the SKY Scanner and ECO Passenger portals
for average travel journeys.

— NOx, SOx and other significant emissions: Conversion Factors from 2017
SINAnet Report.




Human rights

As established by the Universal Declaration of Human Rights and the

UN Guiding Principles on Business and Human Rights, the Banca Popolare
di Sondrio Group has a duty to respect, protect and promote human rights
and fundamental freedom for all, without distinction of gender, ethnicity,
language, religion, age, sexual orientation and gender identity, political and
trade union affiliation, origin, different ability or other particular conditions.

In this sense, as defined in the Code of Ethics and in the relevant

company regulations (available on the website www.popso.it “Corporate
information” section):

«The Bank undertakes to guarantee working conditions that respect the
dignity of the person and that forms of discrimination contrary to the law
are not admitted or tolerated. To this end, it requires that acts of
psychological violence or attitudes or behaviour that discriminate or harm
the person, their beliefs or preferences in internal or external work
relationships are not allowed. The Bank insists that there is no mobbing or
harassment of any kind in internal or external work relationships.
Furthermore, the Bank will not adopt or tolerate any form of retaliation
against employees who complain about discrimination or harassment, nor
against other workers who report such situations».

«Any form of abuse of authority or coordination positions is expressly
prohibited. Abuse is intended as any behaviour consisting in requesting or
inducing to offer, services, personal favours or other benefits detrimental
to the other’s dignity, professionalism or autonomy».

«The Bank undertakes to prepare all appropriate measures to prevent risks
to health and safety in the workplace, entrusting the related tasks to
qualified entitiesy.

«In full compliance with the provisions of Legislative Decree no. 196/2003
—“Code regarding the protection of personal data” (“Privacy Code”), or local
laws for foreign companies, the Bank undertakes to protect personal data
acquired, stored and processed within the scope of its business in order
to avoid any illegal, or even improper, use of such informationy.

«Lastly, the Bank undertakes, in the event of assignment of works or
services to third parties under contract, or in any case within the ordinary
commercial relationships, to demand from its partners compliance with
adequate safety standards for workers».

In order to comply with the provisions of the law on whistleblowing (the
reporting of illegal activities in the public administration or in private
companies, by the employee who came to know it for work reasons) and
therefore to strengthen within the entire corporate structure the culture of
fairness and compliance with the rules, the Bank, has created a reporting
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system where staff (in security and with due confidentiality) may report
acts and/or facts that may constitute violations of regulations governing
banking activities consistent with specific regulatory provisions.

e The risk/offence of illegal staff recruitment (included among the predicate
offences of Law 231), consisting in using, hiring or employing labour,
subjecting workers to exploitative conditions and taking advantage of their
state of need, is widely supervised and opposed..

Banca Popolare di Sondrio participates since 2004 in the “UN Global
Compact” project which involves 8902 enterprises in 166 countries. Our
participation in the project is embodied in a responsible commitment to
implement a series of corporate practices in support of universally recognised
human rights, such as the dignity of work and the fight against corruption, as
well as the protection of the environment.

In 2011, on suggestion of the Internal Supervisory Body, all the suppliers
were informed about the adoption of a Code of Ethics and invited to view it
and sign the acceptance of the principles contained therein. From that moment
on, all the managing bodies were instructed to include a clause relating to the
Code of Ethics in contracts.
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Independent auditor’s report on the consolidated disclosure of non-
financial information in accordance with article 3, par. 10, of
Legislative Decree n. 254/2016 and with article 5 of CONSOB
Regulation adopted with Resolution n. 20267 of January 2018
(Translation from the original Italian text)

To the Board of Directors of
Banca Popolare di Sondrio S.C.p.A.

We have performed a limited assurance engagement pursuant to article 3, paragraph 10, of
Legislative Decree of December 30, 2016, n. 254 (hereinafter, the "Decree") and article 5 of
CONSOB Regulation adopted with Resolution n. 20267, on the consolidated disclosure of non-
financial information of Banca Popolare di Sondrio S.C.p.A. (hereinafter, the “Company”) and its
subsidiaries (hereinafter, together with the Company, the "Group") for the year ended December
31, 2018 in accordance with article 4 of the Decree and approved by the Board of Directors on
March 22, 2019 (hereinafter, the "DNF").

Responsibilities of Directors and Board of Statutory Auditors for the DNF

The directors are responsible for the preparation of the DNF in accordance with the requirements
of article 3 and 4 of the Decree and the “Global Reporting Initiative Sustainability Reporting
Standard”, defined in 2016 by GRI —Global Reporting Initiative (hereinafter, the “GRI
Standards”), with reference to the selection of GRI Standards, indicated in paragraph
“Methodological Note” of the DNF, identified by the directors as the reporting standard.

The directors are also responsible, within the terms provided by law, for that part of internal
control that they consider necessary to allow the preparation of the DNF free from material
misstatements caused by fraud or not intentional behaviors or events.

The directors are also responsible for identifying the contents of the DNF within the matters
mentioned in article 3, par. 1, of the Decree, considering the business and the characteristics of
the Group and to the extent deemed necessary to ensure the understanding of the Group’s
business, its performance and results the related impacts.

The directors are also responsible for defining the Group's management and organization
business model, as well as with reference to the matters identified and reported in the DNF, for
the policies applied by the Group and for identifying and managing the risks generated or
incurred by the Group.

The Board of Statutory Auditors is responsible, within the terms provided by the law, for
overseeing the compliance with the requirements of the Decree.
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Capitale Sociale Euro 2.525.000,00 i.v.
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Consob al progressivo n. 2 delibera n.10831 del 16/7/1997
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Auditor’s independence and quality control

We are independent in accordance with the ethics and independence principles of the Code of
Ethics for Professional Accountants issued by the International Ethics Standards Board for
Accountants, based on fundamental principles of integrity, objectivity, professional competence
and diligence, confidentiality and professional behavior. Our audit firm applies the International
Standard on Quality Control 1 (ISQC Italia 1) and, as a result, maintains a quality control system
that includes documented policies and procedures regarding compliance with ethical
requirements, professional standards and applicable laws and regulations.

Auditor’s responsibility

It is our responsibility, on the basis of the procedures performed, to express a conclusion about
the compliance of the DNF with the requirements of the Decree and of the GRI Standards, with
reference to the selection of GRI Standards indicated in paragraph “Methodological Note” of the
DNF. Our work has been performed in accordance with "International Standard on Assurance
Engagements ISAE 3000 (Revised) - Assurance Engagements Other than Audits or Reviews of
Historical Financial Information" (hereinafter "ISAE 3000 Revised"), issued by the International
Auditing and Assurance Standards Board (IAASB) for limited assurance engagements. This
standard requires planning and execution of work to obtain a limited assurance that the DNF is
free from material misstatements. Therefore, the extent of the work performed in our
examination was lower than that required for a full examination according to ISAE 3000 Revised
("reasonable assurance engagement") and, hence, it does not provide assurance that we have
become aware of all significant matters and events that would have been identified in a
reasonable assurance engagement.

The procedures performed on the DNF were based on our professional judgment and included
inquiries, primarily with Company’s personnel responsible for the preparation of the information
included in the DNF, documents analysis, recalculations and other procedures to obtain evidences
considered appropriate.

In particular, we have performed the following procedures:

1. analysis of the relevant topics for the activities and characteristics of the Group reported
in the DNF, to assess the reasonableness of the selection process applied in accordance
with the provisions of article 3 of the Decree and considering the reporting standard
applied;

2. analysis and evaluation of the criteria used for identifying the consolidated entities, to
evaluate their compliance with the provisions of the Decree;

3. comparison of the economic and financial data and information included in the DNF with
those included in the Group's consolidated financial statements;

4. understanding of the following aspects:
o] Group's management and organization business model, with reference to the
management of the topics indicated in article 3 of the Decree;
o] policies adopted by the Group related to the matters indicated in article 3 of the
Decree, results achieved and related key performance indicators;
o] main risks, generated or suffered related to the matters indicated in article 3 of
the Decree.
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With regard to these aspects, we obtained the documentation supporting the information
contained in the DNF and performed the procedures described under point 5. a) below;

5. understanding of the processes that lead to the generation, detection and management of
significant qualitative and quantitative information included in the DNF.

In particular, we have conducted interviews and discussions with the management of the
Company and of the subsidiaries Factorit S.p.A. and Banca Popolare di Sondrio (SUISSE) SA and
performed limited documentary evidence procedures, to collect information about the processes
and procedures that support the collection, aggregation, processing and transmission of non-
financial data and information to the management responsible for the preparation of the DNF.

Furthermore, for significant information, considering the Group activities and characteristics, we
carried out the following procedures:

- at Company level:

a) with reference to the qualitative information included in the DNF, and in particular
to the business model, policies implemented and main risks, we carried out
inquiries and acquired supporting documentation to verify its consistency with the
available evidence;

b) with reference to the quantitative information included in the DNF, we performed
both analytical procedures and limited assurance procedures to ascertain on a
sample basis the correct aggregation of data.

- at the level of certain Group subsidiaries (Factorit S.p.A. and the Banca Popolare di
Sondrio (SUISSE) SA), selected on the basis of their operations and their contribution to
the performance indicators at consolidated level, we have carried out site visits during
which we have had discussions with management and acquired evidence about the
appropriate application of the procedures and the calculation methods used for the
identified indicators.

Conclusion

Based on the procedures performed, nothing has come to our attention that causes us to believe that
the DNF of the Group for the year ended December 31, 2018 has not been prepared, in all material
respects, in accordance with the requirements of articles 3 and 4 of the Decree and the GRI
Standards, with respect to the selection of GRI Standards.

Milan, April 4, 2019
EY S.p.A.
Signed by: Davide Lisi, Partner

This report has been translated into the English language solely for the convenience of
international readers.
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