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Annual Report 2023

Calling of the Meeting

BANCA POPOLARE DI SONDRIO

Joint-stock company - Founded in 1871 - Registered in the Bank Register under No. 842,

in the Official List of Banking Groups No. 5696.0

in the Sondrio Companies Register under No. 00053810149 - Share capital 1,360,157,331 euro

consisting of 453,385,777 ordinary shares - Reserves 1,385,452,113 euro

NOTICE OF CALLING TO THE SHAREHOLDERS' MEETING

The Shareholders' Meeting of Banca Popolare di Sondrio spa (the “Bank”) is convened in

ordinary session at the registered office in Sondrio, Piazza Garibaldi 16, for 10.00 a.m. on 27 April

2024 in a single call, to resolve on the following

1)

2)

3)

4)

5)
6)
7)
8)
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AGENDA

Financial statements at 31 December 2023:

a) Presentation of the financial statements at 31 December 2023: Directors' report on
operations; report of the Board of Statutory Auditors; related and consequent
resolutions; presentation of the consolidated financial statements at 31 December
2023;

b) Allocation of the profit for the financial year 2023 and distribution of the dividend;
related and consequent resolutions;

Resolutions on remuneration matters:

a)  Annual report on remuneration policy and compensation paid:
al) approval of the 2024 Remuneration Policies of the Banca Popolare di Sondrio

Banking Group;
a2) approval by non-binding resolution of the remuneration paid in the financial
year 2023;

b)  Approval of the 2024 Share-based Remuneration Plan, pursuant to art. 114-bis of
Legislative Decree 58/98 (Consolidated Finance Act);

Resolutions on treasury shares:

a) Authorisation to purchase and sell treasury shares pursuant to art. 8 of the Articles of
Association and articles 2357 and 2357-ter of the Italian Civil Code, art. 132 of
Legislative Decree 58/98 (Consolidated Finance Act), and article 144-bis of
Regulation No. 11971 approved by Consob resolution of 14 May 1999;

b)  Authorisation for the use of treasury shares already held in service of the 2024 Share-
based Remuneration Plan, pursuant to article 114-bis of Legislative Decree 58/98
(Consolidated Finance Act);

Appointment for the audit of Banca Popolare di Sondrio Spa accounts for the financial

years 2026-2034 and determination of the fee;

Appointment of five Directors for the three-year period 2024-2026;

Determination of directors’ emoluments;

Appointment of the Board of Statutory Auditors for the three-year period 2024-2026:

Determination of the annual remuneration of auditors for the three-year period 2024-2026.
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Share capital

The share capital, fully subscribed and paid up, amounts to 1,360,157,331 euro and
comprises 453,385,777 ordinary shares. Each share confers the right to one vote. The Bank holds
3,632,633 treasury shares.

Attendance at the Meeting

Pursuant to art. 83-sexies of Legislative Decree 58/98 ( Consolidated Finance Act), the
persons entitled to participate in the Meeting, exclusively through the Designated Representative
according to the procedures described below, are those who will hold the right to vote at the
end of the accounting day of the seventh trading day prior to the date of the Meeting (18 April
2024 - "record date"), and for whom the Bank has received the relevant communication made
by the authorised intermediary.

Therefore, those who will be holders of the Bank's shares only after that date will not be
entitled to attend and vote at the Meeting.

The notice from the intermediary must be received by the Bank by the end of the third
trading day preceding the date set for the Meeting (i.e. by 24 April 2024). In any case, art. 83-
sexies, paragraph 4, of Legislative Decree 58/98, Consolidated Finance Act applies, and therefore
the legitimacy to intervene and vote remains in case the communications are received by the
Bank after the deadline of 24 April 2024 indicated above, provided that they are received before
the start of the works.

It should be noted that Shareholders whose shares are deposited with the Bank or with
Banca Popolare di Sondrio (SUISSE) SA must also request, pursuant to article 42 of the Bank of
Italy-Consob Provision of 13 August 2018, the issuance of the notice attesting to the entitlement
to exercise voting rights.

Pursuant to the provisions of article 106, paragraph 4 and 7 Decree-Law 17 March 2020
No. 18, as subsequently amended and supplemented (most recently by Decree-Law No. 215 of
30 December 2023, converted with amendments by Law No. 18 of 23 February 2024),
participation in the Meeting of the entitled parties will take place, without access to the meeting
rooms, exclusively through the Designated Representative pursuant to art. 135-undecies
of Legislative Decree 58/98 (Consolidated Finance Act), in the manner described below.

Remote or postal voting procedures will not be used.

The Directors, the Statutory Auditors, the Meeting Secretary, the Representative of the
Independent Auditors and the Designated Representative will participate, including if necessary
by the use of remote conferencing systems in compliance with the current instructions in force.

Participation through the Designated Representative

In accordance with art. 106, paragraph 4, of Decree-Law No. 18 of 17 March 2020, as
subsequently amended and supplemented, participation in the Shareholders' Meeting of those
who have the right to vote is permitted exclusively through the Designated Representative
pursuant to art. 135-undecies of Legislative Decree 58/98, Consolidated Finance Act (the
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"Designated Representative”), by means of conferment, at no cost for the delegating party
(except for any postage costs), of a specific proxy containing voting instructions on all or some
of the proposals for resolutions on the items on the agenda. The proxy will only be effective in
relation to the proposed resolutions for which voting instructions were given.

The Designated Representative identified by the Bank is Computershare S.p.A., based in
Milan and with offices at via Nizza 262/73, Turin.

The proxy must be granted to the Designated Representative, with voting instructions, by
the end of the second trading day prior to the date of the Meeting (i.e. by 25 April 2024), using
the  specific  form  available  from the Bank's website at the link
https://istituzionale.popso.it/en/investor-relations/shareholders-meeting, also stating how

those entitled can grant the proxy and also revoke, by the same deadline, the proxy granted and
the voting instructions given. Alternatively, the proxy can be sent, within the same deadline, using
the  specific  web  application  available  on  the Bank's  website  at
https://istituzionale.popso.it/en/investor-relations/shareholders-meeting, prepared and

managed directly by Computershare S.p.A., through which it will be possible to proceed with the
guided filling in of the proxy form and of the voting instructions.

The Designated Representative may also be granted delegations or sub-delegations in
accordance with art. 135-novies of Legislative Decree 58/98 (Consolidated Finance Act), as an
exception to art. 135-undecies of the same Decree, with voting instructions on all or some of the
resolution proposals regarding the items on the agenda, by using the delegation/sub-delegation
form available on the Bank's website at the address https://istituzionale.popso.it/en/investor-

relations/shareholders-meeting to be sent to Computershare S.p.A. according to the terms and
methods indicated in the form. The proxy/sub-proxy may also be granted by means of an
electronic document signed in electronic form pursuant to art. 21, paragraph 2, of Legislative
Decree No. 82 of 7 March 2005 and notified to Computershare S.p.A. via e-mail at
popso@pecserviziotitoli.it.

Additional agenda items and presentation of new proposed resolutions

In accordance with article 13 of the Articles of Association, shareholders who, also jointly,
represent a total of not less than 2.5% of the share capital, can request additional topics to be
added to the agenda, or present proposed resolutions on matters already on the agenda, within
10 days of publication of the Notice of Meeting, on the basis and with the timing established in
art. 126-bis of Legislative Decree 58/98 (Consolidated Finance Act).

Requests must indicate the additional topics proposed, or the proposed resolutions on
matters already on the agenda and must be presented in writing, or sent by registered letter with
proof of receipt to the head office of Banca Popolare di Sondrio spa, at piazza Garibaldi 16,
Sondrio, or sent by certified e-mail to segreteria@postacertificata.popso.it, indicating in the
subject line the wording “2024 Meeting - additional agenda items/proposed resolutions”.

Requesting parties must send to the Bank - through their intermediary - the
communications certifying their entitlement to exercise the right pursuant to article 43 of the
Bank of Italy-Consob Provision of 13 August 2018.
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Within the same term and in the same manner, shareholders requesting the integration
must prepare and send to the Board of Directors of the Bank a report outlining the reasons for
the new topics that they would like to propose for discussion, or the reasons for additional
motions that they would like to propose on matters already on the agenda.

Any additions to the agenda or the presentation of proposals for resolutions on items
already on the agenda shall be notified, by the same means of publication of this notice, at least
fifteen days before the date set for the Meeting (i.e. by 12 April 2024). At the same time, the
reports prepared by the parties requesting the additions and/or the new proposed resolutions
will be made available to the public, together with any considerations made by the Board of
Directors, in the same ways as those envisaged for the Meeting documentation.

It is not permitted to add items to the agenda for those topics on which the Shareholders'’
Meeting has to vote, in accordance with the law, on the proposal of the Board of Directors or on
the basis of a project or a report prepared by the Board, other than those mentioned in art. 125-
ter, paragraph 1, of Legislative Decree 58/98 (Consolidated Finance Act).

Even if persons entitled to vote represent less than one-fortieth of the share capital, they
may still present proposed resolutions individually and/or make voting declarations on items on
the agenda. Given that participation at the Meeting is only allowed via the Designated
Representative, these proposals must be presented in the manner described above by the
fifteenth day before the date set for the Meeting (i.e. by 12 April 2024). After checking their
relevance with respect to the items on the agenda, as well as their proper and complete nature
with respect to the applicable regulations, the proposals will be published within two days
following the expiry of the relevant submission deadline (i.e. by 14 April 2024) on the website of
the Bank so that those entitled to vote can express themselves in an informed manner, taking
account of the new proposals, and therefore allow the Designated Representative to collect any
voting instructions in their regard as well.

The legitimacy to formulate proposals shall be certified by the notice provided for by art.
83-sexies of the Consolidated Finance Act issued by the intermediary for the purpose of
attending the Meeting and exercising the voting right.

Right to ask questions on agenda items before the Meeting

Those who have the right to vote may propose questions on the items on the agenda
before the meeting, by submitting them in writing by 18 April 2024, or by sending them by
registered mail with return receipt to the registered office of Banca Popolare di Sondrio spa in
Sondrio, Piazza Garibaldi 16, or by sending them by certified e-mail to
segreteria@postacertificata.popso.it, indicating in the subject line of the e-mail “Shareholders'
Meeting 2024 - questions on agenda items".

Requesting parties must send to the Bank - through their intermediary - the
communications certifying their entitlement to exercise the right pursuant to article 43 of the
Bank of Italy-Consob Provision of 13 August 2018 or the communication for intervention in the
shareholders' meeting pursuant to article 83-sexies of Legislative Decree 58/98 (Consolidated
Finance Act), even after the submission of applications, provided that it is no later than the third
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day following the record date (i.e. by 22 April 2024).

In view of the fact that participation in the Shareholders' Meeting is permitted exclusively
through the Designated Representative, questions that are relevant to the agenda items will be
answered at least three days before the Meeting (i.e. by 24 April 2024) in a specific section of the
Bank's website. The Bank may provide a single response to questions with the same content.

The Bank will not answer questions that do not comply with the above terms, conditions
and procedures.

Appointment of five directors for the three-year period 2024-2026

With reference to item 5) on the agenda of the Shareholders' Meeting - Appointment of
five directors for the three-year period 2024-2026 - it is recalled that the Board of Directors is
renewed for one-third each year on the basis of seniority.

Only shareholders who, on the date of submission of the list, own - alone or together with
others - voting shares representing a total of at least 1% of the share capital are entitled to
submit a list. No shareholder may submit, or participate in submitting, or vote for more than one
list, not even through a third party or trust company. Shareholders belonging to the same group
- i.e. the parent company, the subsidiaries and the companies subject to joint control - and
shareholders who signed a shareholders' agreement pursuant to art. 122 of Legislative Decree
58/98 (Consolidated Finance Act), relating to the issuer's shares, may not submit more than one
list, not even through a third party or trust company. A candidate may appear on only one list
under penalty of ineligibility.

It is recalled that the lists of candidates for the office of director must be filed at the
registered office by the twenty-fifth day prior to the date of the Meeting, i.e. by 2 April 2024.

Submitting shareholders have to prove the ownership of the required number of shares by
means of specific communication pursuant to article 43 of Bank of Italy-Consob Provision of 13
August 2018 issued by an authorised intermediary in compliance with current legislation, with
regard to the shares registered in their favour on the day on which the lists are filed with the
Bank; if not available at the time of filing the lists, such communication shall be received by the
Bank by the twenty-first day before the date set for the Shareholders' Meeting, i.e. by 6 April
2024.

Lists for the election of the Board of Directors can also be submitted by certified e-mail to
segreteria@postacertificata.popso.it

For any matters not specified above concerning the list voting mechanism, reference
should be made to the Directors' report and to Article 23 of the Articles of Association, which is
reproduced below.

Article 23
Presentation of lists of candidates
1. The directors are appointed on the basis of lists containing up to the maximum number of

Directors to be elected, in which the candidates are listed with progressive numbering.

2. The lists containing a number of candidates equal to or higher than three must be composed
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so as to ensure the minimum number of independent directors and gender balance required
by the law in force from time to time in the composition of the Board of Directors resulting
from the vote, taking into account - in the assignment of the sequential number to the
candidates - the election mechanism set out in article 24 below.

3. Each candidate may appear on only one list under penalty of ineligibility.

4. The Board of Directors and shareholders who, alone or jointly, represent at least 1% of the
share capital may submit a list, unless the law and regulations in force from time to time
establish a lower percentage, to be indicated in the notice of call of the Meeting.

5. Each shareholder may take part in the submission of a list by signing at the bottom of it. A
shareholder may not submit for more than one list, even through a third party or through
trust companies. Shareholders belonging to the same group - ie. the parent company, the
subsidiaries and the companies subject to joint control - and shareholders who signed a
shareholders' agreement pursuant to art. 122 of Legislative Decree No. 58/1998 concerning
the issuer's shares, may not submit more than one list, even through a third party or trust
company. In case of non-compliance, the stipulation will not be counted for any list.

6. The lists shall be filed at the registered office - also by means of distance communication -
according to the methods notified in the notice of call, which allow to identify the persons
who filed them, by the twenty-fifth day prior to the date set for the Meeting, or within any
other term set out by the law in force from time to time.

7. The lists shall be accompanied by the information related to the identity of the shareholders
who have submitted them, with an indication of the number of shares and of the
corresponding total percentage held by the submitting shareholders and - within the terms
set out by the law in force from time to time - by a notice proving the ownership of the equity
investment, as well as by any other information required by said law. Shareholders who
submit a list and who are different from shareholders holding a controlling stake or a relative
majority shall also submit a statement certifying the absence of any relationship with said
shareholders, which can be qualified as significant according to the law in force from time to
time.

8. The ownership of the number of shares necessary to submit the lists is determined by taking
into account the shares that are registered in favour of the individual legitimated person or
group of legitimated persons submitting the list, on the day when the lists are filed at the
registered office. In order to prove the ownership of the number of shares suitable for the
submission of lists, the persons entitled to do so shall file - together with the list - the notice
issued by an intermediary authorised by law, showing the ownership of the related number
of shares. The communication required in order to prove the ownership of shares may be
made even after the filing of the list, provided that it is made at least twenty-one days before
the date of the Meeting and according to the methods set out by the law in force from time
to time.

9. Together with each list, detailed information on the personal and professional characteristics
of the candidates and the list of offices held in other companies shall be filed at the registered
office, as well as the declarations in which the candidates accept the candidature and, under
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their own responsibility, state that they are suitable for the office, by certifying, in particular,
the non-existence of any reasons for ineligibility and incompatibility and the possession of
the requirements set out by current legislation and by these Articles of Association for holding
the office of director. Candidates shall state whether they comply with the specific
independence requirements set out in the legislation in force from time to time for the
position of independent director, and this quality shall be indicated in the lists.

10.  Lists for which the above requirements are not observed shall be considered as not submitted.
However, any irregularities in lists concerning single candidates shall not automatically imply
the exclusion of the whole list, but only of the candidates to whom the irregularities refer.
Reference should be made to the recommendations made by Consob in Notice No.

DEM/9017893 of 26 February 2009 with regard to the relations between lists pursuant to art.

147-ter, paragraph 3 of Legislative Decree 58/98 ( Consolidated Finance Act), and Article 144-

quinquies of Regulation No. 11971 approved by Consob resolution of 14 May 1999, to which

reference should be made.

It should also be remembered that article 20, paragraph 2, of the Articles of Association
states that:

"The composition of the Board of Directors shall ensure collegial adequacy, as well as the
presence of the minimum number of independent directors and gender balance in accordance
with the legislation in force from time to time.”

For the presentation of lists, the shareholders are required to take into account the
document "Optimal qualitative and quantitative composition of the Board of Directors of Banca
Popolare di Sondrio” published on the Company's website at the link
https://istituzionale.popso.it/en/investor-relations/shareholders-meeting.

In this document the Board of Directors has identified the ideal composition of the board
in terms of quality and quantity and the profile that candidates need to have for the office of
director. This document has been made known to the Bank’s shareholders, so that the choice of
candidates to be submitted for the renewal of the Board of Directors can take into account the
professional skills required to perform the tasks entrusted to the Board.

The lists will be made available to the public at the Company's registered office, on the
authorised storage mechanism “eMarket STORAGE" (www.emarketstorage.com) and on the

Company's website at https://istituzionale.popso.it/en/investor-relations/shareholders-meeting

by the twenty-first day prior to the date of the Shareholders' Meeting, i.e. by 6 April 2024.

Appointment of the Board of Statutory Auditors for the three-year period 2024-
2026

With reference to point 7) on the agenda of the Meeting - Appointment of the Board of
Statutory Auditors for the three-year period 2024-2026 - it is recalled that only those
shareholders who, on the date of presentation of the list itself, are holders, alone or together
with others, of shares with voting rights representing a total of at least 1% of the share capital.
No shareholder may submit, or participate in submitting, or vote for more than one list, not even
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through a third party or trust company. Shareholders belonging to the same group - i.e. the
parent company, the subsidiaries and the companies subject to joint control - and shareholders
who signed a shareholders' agreement pursuant to art. 122 of Legislative Decree 58/98
(Consolidated Finance Act), relating to the issuer's shares, may not submit more than one list,
not even through a third party or trust company. A candidate may appear on only one list under
penalty of ineligibility.

It is recalled that the lists of candidates for the office of auditor must be filed at the
registered office by the twenty-fifth day prior to the date of the Meeting, i.e. by 2 April 2024.

Submitting shareholders have to prove the ownership of the required number of shares by
means of specific communication pursuant to article 43 of Bank of Italy-Consob Provision of 13
August 2018 issued by an authorised intermediary in compliance with current legislation, with
regard to the shares registered in their favour on the day on which the lists are filed with the
Bank; if not available at the time of filing the lists, such communication shall be received by the
Bank by the twenty-first day before the date set for the Shareholders' Meeting, i.e. by 6 April
2024.

Lists for the election of the Board of Statutory Auditors can also be submitted by certified
e-mail to segreteria@postacertificata.popso.it

In the event that, by the deadline of 2 April 2024, only one list has been filed, or only lists
submitted by shareholders who are connected with each other, lists may be submitted until 5
April 2024 in the manner described above, and the threshold for filing lists will be reduced by
half, i.e. to 0.50% of the share capital.

For any matters not specified above concerning the list voting mechanism, reference
should be made to the Directors' report and to Article 39 of the Articles of Association, which is
reproduced below.

uin
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Article 39

Presentation of lists of candidates
The Board of Statutory Auditors is elected on the basis of lists submitted by the shareholders,
in which the candidates are listed in numerical order.
Each list consists of two sections: one for candidates for the office of standing auditor, the
other for candidates for the office of alternate auditor. Each list includes up to three
candidates for standing auditor and up to two candidates for alternate auditor.
The lists shall be filed at the company's registered office within the terms provided for by the
laws in force from time to time.
Each list containing no less than three standing auditor candidates shall ensure gender
balance in its composition, in accordance with the principles established by the laws and
regulations in force from time to time.
Each candidate may appear on only one list under penalty of ineligibility.
Shareholders who, alone or jointly, represent at least 1% of the share capital may submit a
list, unless the law and regulations in force from time to time establish a lower percentage,
to be indicated in the notice of call of the Meeting.
In the event that only one list, or only lists submitted by shareholders who are connected with
each other, have been filed by the deadline provided for by the laws in force at the time, the
company shall promptly notify the same in the manner provided for by the laws in force at
the time; in this case, lists may be submitted up to the third day following the deadline
provided for by the laws in force at the time and the threshold for submission provided for in
paragraph 6 is reduced by half.
Each shareholder may take part in the submission of a list by signing at the bottom of it. A
shareholder may not submit for more than one list, even through a third party or through
trust companies. Shareholders belonging to the same group - ie. the parent company, the
subsidiaries and the companies subject to joint control - and shareholders who signed a
shareholders' agreement pursuant to art. 122 of Legislative Decree No. 58/1998 concerning
the issuer's shares, may not submit more than one list, even through a third party or trust
company. In case of non-compliance, the stipulation will not be counted for any list.
The lists shall be filed at the registered office - also by means of distance communication -
according to the methods notified in the notice of call, which allow to identify the persons
who filed them, by the twenty-fifth day prior to the date set for the Meeting, or within any
other term set out by the law in force from time to time.
The lists shall be accompanied by the information related to the identity of the shareholders
who have submitted them, with an indication of the number of shares and of the
corresponding total percentage held by the submitting shareholders and - within the terms
set out by the law in force from time to time - by a notice proving the ownership of the equity
investment, as well as by the law in force from time to time. Shareholders who submit a list
and who are different from shareholders holding a controlling stake or a relative majority
shall also submit a statement certifying the absence of any relationship with said
shareholders, which can be qualified as significant according to the law in force from time to
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time.

11.  The ownership of the number of shares necessary to submit is determined by taking into
account the shares that are registered in favour of the individual legitimated person or group
of legitimated persons submitting the list, on the day when the lists are filed at the registered
office. In order to prove the ownership of the number of shares suitable for the submission of
lists, the persons entitled to do so shall file - together with the list - the notice issued by an
intermediary authorised by law, showing the ownership of the related number of shares. The
communication required in order to prove the ownership of shares may be made even after
the filing of the list, provided that it is made at least twenty-one days before the date of the
Meeting and according to the methods set out by the law in force from time to time.

12.  Together with each list, detailed information on the personal and professional characteristics
of the candidates and the list of offices held in other companies shall be filed at the registered
office, as well as the declarations in which the candidates accept the candidature and, under
their own responsibility, state that they are suitable for the office, by certifying, in particular,
the non-existence of any reasons for ineligibility and incompatibility and the possession of
the requirements set out by current legislation and by the Articles of Association for holding
the office of auditor.

13.  Lists for which the above requirements are not observed shall be considered as not submitted.
However, any irreqularities in lists concerning single candidates shall not automatically imply
the exclusion of the whole list, but only of the candidates to whom the irregularities refer.
Reference should be made to the recommendations made by Consob in Notice No.

DEM/9017893 of 26 February 2009 with regard to the relations between lists pursuant to art.

147-ter, paragraph 3 of Legislative Decree 58/98 ( Consolidated Finance Act), and Article 144-

quinquies of Regulation No. 11971 approved by Consob resolution of 14 May 1999, to which

reference should be made.

It should also be remembered that article 38, paragraph 6, of the Articles of Association
states that:

“The composition of the Board of Statutory Auditors must ensure gender balance in
accordance with the legislation in force from time to time.”

For the presentation of lists, the shareholders are required to take into account the
document "Optimal qualitative and quantitative composition of the Board of Statutory Auditors
of Banca Popolare di Sondrio” published on the Company's website at the link
https://istituzionale.popso.it/en/investor-relations/shareholders-meeting.

In this document the Board of Statutory Auditors has identified the ideal composition of
the board in terms of quality and quantity and the profile that candidates need to have for the
office of auditor. This document has been made known to the Bank's shareholders, so that the
choice of candidates to be submitted for the renewal of the Board of Statutory Auditors can take
into account the professional skills required to perform the tasks entrusted to the Board.

The lists will be made available to the public at the Company's registered office, on the
authorised storage mechanism “eMarket STORAGE" (www.emarketstorage.com) and on the

23


http://www.emarketstorage.com/

@ Annual Report 2023
Calling of the Meeting

Company's website at https://istituzionale.popso.it/en/investor-relations/shareholders-meeting
by the twenty-first day prior to the date of the Shareholders' Meeting, i.e. by 6 April 2024.

Documentation

The explanatory reports of the Board of Directors containing the proposed resolutions and
documents that will be submitted to the Shareholders’ Meeting will be made available at head
office, on the "eMarket STORAGE" authorised storage mechanism (www.emarketstorage.com)
and on the Company's website at the link https://istituzionale.popso.it/en/investor-

relations/shareholders-meeting by the current legal deadline. Shareholders have a right to look
at this documentation and to obtain a copy of it at their own expense.

FOR THE BOARD OF DIRECTORS
Chair
(Francesco Venosta)
Sondrio, 15 March 2024

The notice of calling was published, as required by law, on the Company's website at the link
https.//istituzionale.popso.it/en/investor-relations/shareholders-meeting and, as an extract, in the daily newspaper “Il
Sole 24 Ore” on 18 March 2024.
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Note. The figures in this report are in euro. Because most of
the figures in the text and tables are rounded to the nearest
million or thousand euro, the percentages may differ marginally
from those that would result from a comparison of the same
amounts expressed in different units.
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DIRECTORS’ REPORT ON OPERATIONS

Shareholders,

Before we begin the proceedings, we would like to address a grateful thought,
accompanied by a few remarks, to those who, having passed away after the meeting a year ago,
were particularly close to this bank for various reasons.

We begin with the accountant Gianluca Moratti from Sondrio, who was born in Tirano on
30 December 1972 and died at the age of 50 on 29 June 2023.

He had taken up service on 1 June 1994, joining the Milan office.

In December 1997, he was transferred to the Sondrio office and from May 2001, assigned
to the Entity Treasury Service at HQ. His qualification was that of a Level 1 Middle Manager.

We remember the accountant Gianluca Moratti's almost 30 years of painstaking
collaboration.

Silvano Mauri of Milan, born in Carate Brianza on 21 July 1972, ended his life on this earth
on 25 July 2023.

Hired on 4 May 1998, he was assigned to the Lecco branch and transferred a few days later
to agency No. 3 in Milan, remaining there for a couple of years, before taking up his duties at
the Lombard capital until 22 June 2003. His work experience continued at a number of agencies
in Milan: agency no. 14, as deputy manager, from 23 June 2003 to 12 March 2006; agencies no.
26 and no. 24, as manager, from 13 March 2006 to 20 November 2011 and from the following
day to 1 July 2012 respectively. After a four-month interlude at the Milan office, he was sent as
director to agency no. 32 in the same city, remaining there until his death. His qualification was
that of a Level 2 Middle Manager.

Of Silvano Mauri, we emphasise the competent availability.

We move on to Simone Boggiani of Mortara, who was born in Vigevano on 31 January
1996 and died aged just 27 on 8 September 2023.

He had joined the staff of this bank on 13 July 2020 and was assigned to the Voghera
agency, where he had worked until 11 September 2022. Thereafter, and until his death, he had
worked at the Vercelli agency. He was placed in the third area, first level.

A serious, prepared young man, he had been a model in his studies and was appreciated
at work. We remember his spontaneity, friendliness and constant commitment. A promising
young man, we remember him with sincere regret.

Giovanni Mario Bormolini of Silvano Pietra (PV), born in Bormio on 14 January 1969, passed
away on 26 October 2023, thus aged 54.

26



Annual Report 2023 @
Directors’ Report on Operations

Recruited by our institution on 1 June 1992, he had first taken up service at the Isolaccia
agency and then, in the same month, had been assigned to the Grosio branch and, on 6 July, to
agency no. 6 in Milan, where, as deputy manager, he had remained from 27 May 1996 until 5
July 1999. With the same job he was appointed to agency 12 in Milan, and transferred on 9 July
2001 to the Voghera agency, remaining there until 30 March 2003. From the following day, and
until 22 October 2017, he had taken up service, as director, at agency No. 1 in Pavia, after which
he had returned to Voghera with the same post. On 23 January 2018, he was assigned to the
Alexandria branch as deputy manager, where he remained until his death. His qualification was
that of a Level 2 Middle Manager.

A skilled and appreciated collaborator, he worked diligently, sparing no effort. His passing
has left a void, not only in his loved ones, but also in his colleagues and all those with whom he
had contact in various capacities.

On 30 March 2024, Chiara Previsdomini from Sondrio, born on 26 November 1960, passed
away.

She was hired on 2 May 1984 and assigned to the SOSI Organisation Office.

From 2 March 1992, she had worked in the Planning and Management Control Service and
from 9 May 2005, until her death, in the External Relations Office.

She was placed in the third area, third level.

Kind, always attentive to the family and the values it represents, she was appreciated for
the precision with which she carried out her tasks.

Bruno Berbenni, a retired employee of our bank, born in Sondrio on 14 June 1927, died
aged 96 in November 2023.

He joined the bank on 16 June 1944 and was assigned to the Sondrio branch, where he
worked, first as a clerk and then as a cashier, until 31 December 1978, when he retired due to
age limit. He had the title of office manager.

A man of another time, attached to his family, he was a familiar face to customers who
found in him a point of reference.

Flavio Pedrazzoli from Ticino, born in Bellinzona on 17 December 1927, passed away on 20
April 2023.

After attending the Scuola Cantonale di Commercio in Bellinzona, he continued his studies,
graduating from the University of Basel.

Valuable man, widely known and respected. His extensive CV includes forty years with the
Swiss People's Bank, ten of which as Head of the Lugano branch, eleven as Deputy Chair of the
Executive Board and Head of Investment Banking at the headquarters in Berne and Zurich, and
four at the Investment Bank in New York.

From 1992 to 1997, he was a member of the Swiss Banking Commission and responsible
for the supervision of the Swiss stock exchange.

We recall with pleasure that he held the delicate office of Deputy Chair of Banca Popolare
di Sondrio (SUISSE) SA in Lugano from February 1998 to February 2014, a period during which
our subsidiary was able to benefit from his wealth of ideas and proposals.

On 10 December 2023, Giuseppe Tarantola of Bormio, honorary president of a section of
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the Court of Cassation, passed away at the age of 85.

Mr. Tarantola spent his working life at the Court of Milan and, step by step, held
increasingly higher positions.

His fame spread in the 1990s during the so-called “Mani Pulite” season, a dark period in
the history of Italy, in which he served as president of the judging panel of the Milan court in
trials of well-known names in politics and business.

Among his various positions, it is worth mentioning those held at the Court of Appeal of
Milan as President of the First Civil Section (2009), with competences in several subjects; as
Deputy President for more than four years and as President for one year, in the absence of the
incumbent.

After almost 50 years of service, he retired in January 2014.

Mr. Tarantola, whose wisdom, combined with prudence, politeness and modesty,
distinguished him, was measured in speech and diligent in action. He was an impeccable judge,
a model of sobriety. His motto was “listen and evaluate”.

On 23 May 2014, the famous magistrate came to our bank in Sondrio and gave an
unforgettable lecture on “Judicial Activity and Journalistic Reporting”, a particularly sensitive
topic. The event was a triumph. The full text of the public conversation can be found in our
August Newsletter of that year.

Surveyor Serafino Maraffio from Chiavenna, born on 22 January 1929, died on 26 June
2023.

A capable and respected freelancer, he was well known in the Mera Valley, both for reasons
related to his work and for his jovial and open character.

Among other things, he held the important position of regional tax commissioner for a
decade and that of director of the Chiavenna hospital.

On 18 April 1978, he was appointed commissioner for supervision and discounting of the
Chiavenna branch, a position he ceased to hold on 31 May 2016 and which he always carried out
with passion and diligence.

In July 2023, accountant Luigi Carissimi from Cremeno (LC), born in November 1940,
passed away.

In the 1960s and 1970s, he had held the office of director of a company producing
lithographed tin cans and, later, until the end of the 1990s, had become a partner and director
of another important industry. He had also held public office in the municipality of Cremeno.

A man of style, affable, widely known and well liked.

Appointed supervisory and discount commissioner of the Lecco branch of this bank on 13
June 1984, a position he completed at the end of May 2016, he carried out his mandate with
seriousness and expertise.

On 7 February 2024, surveyor Alessandro Mazzucchi from Brescia, born on 22 February
1943, ended his earthly life.

He was the owner of the renowned construction company of the same name, which in
November 2011, was awarded the “100 years of enterprise” prize by the ANCE-Associazione
Nazionale Costruttori Edili.
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He was a conscientious and prudent person, well-connected in the public works sector and
in the ecclesiastical world.

The surveyor Alessandro Mazzucchi was appointed supervisory and discount
commissioner of our Brescia branch on 28 November 2005, a position he performed
competently, which ended at the end of May 2016.

Giorgio Torelli, journalist and writer, born in Parma on 26 February 1928, died on 6 April
2023.

After completing his high school studies at the Istituto Romagnosi in Parma, he enrolled
in medical school, which he interrupted in 1954 to dedicate himself full-time to journalism.

Initially, he worked at the Gazzetta di Parma, and after three months he moved to Milan,
where he was able to make himself known and appreciated on a large scale, writing for a few
weekly newspapers, including Candido, Grazia and Epoca. Among the latter, the Giornale,
founded in 1974 by Indro Montanelli and to whose beginnings Giorgio Torelli had also made a
valuable contribution, is of importance. In that newspaper he held the successful “Cosa Nostra”
column for years. Other successful columns of his have appeared in the daily newspapers
Avvenire and Il Giorno. In 2012, he returned to the Gazzetta di Parma and remained there
permanently.

We gladly emphasise his focus on our cultural activities. In particular, he appreciated the
conferences, which started in 1971 and were never interrupted. Giorgio Torelli agreed to come
to Sondrio to this bank in December 1981 and, in the presence of a large and qualified audience,
gave an unforgettable public talk on “Mr. Candia's Frontier on the Amazon”. He was again in our
hall in Sondrio in November 1991 to speak on “The adventure of being young: today, here”. This
meeting also had a wide resonance. Mr. Torelli has also been a long-time contributor to the
Newsletter and has written for several other publications we have edited. His writings were
always of an unmistakable style and vocabulary, exuding freshness of thought and rare humanity.

On 7 October 2023, Luca Goldoni, a well-known journalist and writer, born in Parma on 23
February 1928, died in Bologna.

Initially, he wrote for the Gazzetta di Parma, his hometown newspaper, then moved on to
Il Resto del Carlino in Bologna and, finally, we find him at the Corriere della Sera, where his
notoriety spread like wildfire, not least for having been a correspondent, on behalf of the
prestigious Milanese daily, in many parts of the world.

However, Luca Goldoni is even more appreciated as the author of highly successful books,
in which his ability as a careful observer is evident, materialising in delicate, polite and captivating
sharpness in describing places, situations and characters.

Our Newsletter has had the pleasure and honour of benefiting from his witty collaboration,
which began in 1974, the year after the periodical's inception, and has continued uninterruptedly
until 2020. He was happy to write for the magazine, which he appreciated so much that he
advised us several times to change the name “Notiziario” (Newsletter) - which he said was too
modest compared to the quality content - to something more appropriate.

Professor Ernesto Ferrero of Turin, writer, literary critic and translator, passed away at the
end of October 2023. He was 85 years old.
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Part of his activity is linked to the Einaudi publishing house in Turin, whose press office he
headed in 1963, later becoming literary director and, from 1984 to 1989, editorial director. He
then became general secretary of Bollati Boringhieri and literary director of Arnoldo Mondadori.
From 1998 to 2016, he directed the Turin International Book Fair, a prestigious cultural window
of strong appeal.

His reputation as a prolific writer led him, among other things, to win the Premio Strega
2000 with the successful novel N., which tells of Napoleon Bonaparte's exile on the island of Elba.
The work has been translated and disseminated in several European countries.

A polite, open, stylish person of vast knowledge. He had a special bond with the province
of Sondrio, in particular with Teglio, his wife's home town, where he spent his holidays, cultivating
local friendships and showing his closeness to the community and the host territory.

He held this Popular Bank in high esteem, and was always attentive to, among other things,
our cultural activities. He has been an assiduous contributor to the Newsletter, an extensive
collaboration that began in 2011 and will continue until 2022.

Death is a mysterious phenomenon; it is a natural event that thinkers and writers of all ages
have often dealt with, producing or enriching treatises and works. One among many is Giuseppe
Ungaretti (1888-1970), who, imagining the hour of his passing, composed the moving poem
“The Mother”, thus expressing himself: “And the heart when one last beat will have brought down
the wall of shadow to lead me, Mother, to the Lord, as you once gave me your hand.” And again
(concluding verse): “You will remember that you have waited so long for me, and you will have
a quick sigh in your eyes.".

With these noble sentiments we close the section.
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SUMMARY OF RESULTS

Shareholders,

In the year under review, not only have hopes of ending the devastating war being fought
in the heart of Europe been dashed, but another conflict has erupted on the shores of the
Mediterranean, what for centuries was Mare Nostrum. Two events that affect us closely and
question us about the future, about the ability to identify and pursue possible paths capable of
halting the slide towards an increasingly heated and widespread conflict between states.

We trust that the international community will lead the belligerents to consider resolving
their differences in another way, putting an end to a spiral of violence that only generates more
violence.

The effects of these conflicts on the international economy were manifold. While the
exceptional price increases in energy sources in 2022 have now receded, the fact remains that
the economy has slowed down and, above all, is exposed to new and imponderable risks. We
have learnt from direct experience that extremely long production chains are subject to the many
vicissitudes that can affect international relations.

The credit world has undoubtedly benefited from an extremely favourable rate situation.
Our bank, in continuing its mission to support the economies of the territories it serves, has been
able to develop and strengthen its entrepreneurial action. The value creation process, supported
by the excellent level of capitalisation, and the ability to adapt structures and policies to the
constantly changing reference context were reflected in the market valuation, which also
significantly rewarded our share in 2023.

The accounting figures offer a representation of a financial year that ended with the best
profit in our history: 392.766 million, an increase of 84.48% over the previous year. An absolutely
satisfying result, the result of the commitment of our staff of 3,033, an increase of 117. The
economic figure, strongly determined by the core business, is reflected in the solidity of the
balance sheet, at a top level in the national context.

The key figures are summarised below.

Total assets came in at 51,391 million, -2.15%. Capital and reserves, including valuation
reserves and net profit of the period, amounted to 3,179 million, +10.64%.

Direct deposits remained substantially stable at 38,174 million +0.04%, while loans and
receivables with customers amounted to 26,973 million, +0.98%.

Net interest income was 846.889 million, +45.46%; net fee and commission income
reached 345.880 million, +4.4%. Total income amounted to 1,293.459 million, +37.24%.
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RESULTS IN BRIEF

Change

(in millions of euro) 31/12/2023 |31/12/2022 %
(]

Balance sheet figures

Loans and receivables with customers* 26,973 26,712 0.98
Loans and receivables with customers measured at amortised cost 26,652 26,324 1.25
:;?22: grijc)gt:celvables with customers measured at fair value through 321 388 1723
Loans and receivables with banks 4,180 3,842 8.79
Financial assets that do not constitute loans 13,926 13,655 1.98
Equity investments 756 696 8.61
Total assets 51,391 52,519 -2.15
Direct funding from customers 38,174 38,159 0.04
Indirect funding from customers 43,919 37,109 18.35
Direct funding from insurance premiums 2,067 1,958 5.55
Customer assets under administration 84,160 77,226 8.98
Other direct and indirect funding 18,273 19,147 -4.56
Equity 3,179 2,873 10.64
(in millions of euro) 31/12/2023 | 31/12/2022 Cha"?,/eo
Income statement

Net interest income 847 582 45.46
Total income** 1,293 942 37.24
Profit from continuing operations 568 299 89.83
Profit (Loss) for the year 393 213 84.48
Capital ratios

CET1 Capital ratio 16.74% 16.46%

Total Capital ratio 19.84% 19.70%

Free capital 2,072 1,926

Other information on the Banking Group

Number of employees 3,033 2,916

Number of branches 356 352

* It includes loans and advances to customers (item 40b), excluding securities not arising from securitisation transactions, and loans and advances at
fair value included in item 20c).
** Total income is represented as per the reclassification made in the table commenting on the income statement
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KEY RATIOS % *

31/12/2023 31/12/2022

Cost/Income 36.85 44.93
Net interest income/Total assets 1.65 1.11
Net financial income/Total assets 2.1 1.46
Net interest income/Total income 65.47 61.78
Administrative expenses/Total income 36.37 45.12
Profit for the year/Total assets 0.76 0.41
Net bad loans/Loans to customers 0.21 0.44
Loans to customers/Direct funding from customers 70.66 70.00

* The ratios indicated were calculated using the figures shown in the table commenting on the income statement.

The Banca Popolare di Sondrio share closed the year with a significant increase: +55.03%.
The shareholder structure amounted to 148,892 shareholders.

Banca Popolare di Sondrio (SUISSE) SA, Factorit spa, Banca della Nuova Terra spa and the
other companies of the Banking Group have contributed to expanding and qualifying our
commercial offer, with positive economic results.

INTERNATIONAL ASPECTS

The hope that 2023 would see an end to the war started from the Russian invasion of
Ukraine has been dashed. Moreover, new conflicts worsened an already critical situation. The
closest one is just across the Mediterranean and risks triggering dangerous confrontation
situations even in areas essential for international trade.

A scenario, therefore, that is extremely delicate and complex, in which it is becoming
increasingly clear how difficult it is for the relevant players to do everything possible to prevent
the many crisis situations in the world from escalating into armed conflicts.

Also influenced by the aforementioned events, the world economy weakened gradually
during the course of the year, although the dynamics varied widely between countries.
Internationally, GDP growth in 2023 is estimated at around 2.9%, weighed down by the effects
of restrictive monetary policies and worsening expectations of businesses and households.

World trade also showed important signs of slowing down: after growth of close to 5.5%
in 2022, the pace of expansion is expected to be 0.6% in 2023. Estimates for the current year
have to reckon with, among other things, the risks of a widening of the Middle East crisis, with
possible repercussions on the navigability of the Red Sea.

The gradual decline in inflation, to which the fall in energy prices, now far removed from
the peaks recorded following the outbreak of the war in Ukraine, undoubtedly contributed, first
interrupted the series of rate hikes decided by the monetary authorities and then raised hopes
that an easing of monetary tightening could take place in 2024.

The international stock exchanges proved to be largely impervious to the winds of war. In
the United States the Standard&Poor 500 index recorded an increase of 24%, while in Europe
the Euro Stoxx 50 showed an increase of 19%. In the emerging countries, stock market
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performance was very diversified, with Brazil rising by 22% and setting new all-time highs, while
China fell by 11%.

The euro area experienced substantial stagnation in 2023. GDP was held back by both
domestic demand, affected by declining consumer confidence, and foreign demand. Among the
larger countries, only Spain showed an appreciable growth dynamic during the year, while
among the others, Germany stood out, on the negative side, showing repeated signs of
weakness, especially in the industrial sector. For 2024, GDP growth estimates for the euro area
have been progressively revised downwards, due to the weakening international business cycle
and restrictive financing conditions for households and businesses.

The change in consumer prices was +2.9% at the end of the year and a further gradual
decline is expected. Due to this, traders expect an easing of the ECB's monetary tightening, which
has certainly helped to bring inflation back to acceptable levels, but has at the same time
weighed on economic growth.

The National Recovery and Resilience Plans, revised in October for 19 countries, continued
to have an impact, thanks to the impressive resources disbursed so far (around 220 billion euro).

The Swiss economy showed GDP growth of around 1.3% in 2023, which is the result of
positive private consumption trends on the one hand, and the reflective performance of
industrial sectors on the other, especially those most sensitive to cyclical trends.

Inflation declined during the course of the year, to 1.4% in November, the lowest level for
two years.

The Swiss National Bank last raised the reference rate from 1.50 to 1.75% in June 2023 and
did not intervene again, leaving the rate at its highest level since 20009.

Euro

On 1 January, the euro marked 25 years since its introduction in the 11 nations, including
Italy, that have shared it since its inception. Introduction as scriptural currency, because the
physical currency - coins and banknotes - would follow three years later.

Today, 20 countries use it, around 350 million European citizens.

Its guardian is the European Central Bank, which, in the year under review, in order to
defend its purchasing power threatened by inflation, continued, with greater intensity than the
other main global authorities, the tightening of official rates, on this occasion amounting to two
percentage points, twice as much as the US Federal Reserve (which, however, had anticipated
the manoeuvre the year before).

Also because of this, the euro, which had lost almost 6% against the dollar in 2022,
recovered 3.60% this time, rising from 1.0666 to 1.1050.

Higher appreciations were recorded against the yen, +11.14%, thanks to Japan's repeated
monetary expansion, and even against the Chinese renminbi (+6.70%).

It is no coincidence, however, that the small slide (-2.02%) in the ratio to the pound sterling
concerned the only major country to have stood up to the ECB in its aggressiveness on rates,
while the more pronounced decline (-5.96%, from 0.9847 to 0.9260) on the Swiss franc - whose
reference rate increased only from 1 to 1.75% - seems to be attributable to the attractiveness of

36



Annual Report 2023 @
Directors’ Report on Operations
the Swiss currency in phases of international tension.

ITALY'S ECONOMIC SITUATION

Italian growth in 2022 (at 4%) and, above all, in 2021 (at 8.3%) overshadowed - decreeing
a return to the asphyxiated percentages to which we had become accustomed before the
pandemic - the result for the year under review, which stood at 0.9%.

Private consumption was still growing, however only by 1.2% compared to 5 or 6 in the
previous two-year period; investments, which had been showing double-digit increases, stopped
at 4.7%, also due to the downsizing of building incentives. The contribution was positive of public
expenditure (+1.2%) as well as that - more due to a recession in imports (-0.5%) than to the
impetus of exports (+0.2%) - of the foreign channel, which in monetary terms recorded a surplus
of 34 billion, against the deficit of the same amount in the previous year, benefiting from the
sharp fall in energy prices paid.

Contraction that is largely due the spectacular return of inflation from 12.3% at the end of
2022 to 0.5% twelve months later, a development that has disrupted our differential with the
European average, which fell “only” by about six percentage points over the same period.

The labour market was also comforting: while the employment rate reached its highest
level since the 1970s, the unemployment rate fell in correspondence, with the figure for
December even at 7%. Youth unemployment dropped to an unprecedented 19.8%.

The restatement of nominal GDP for '21 and ‘22 led to an improvement of about 4
percentage points in the public debt ratio, to 140.5%, which would then contract further in the
year under review to 137.3%, well below the estimate in the DEF Update Note (140.2%).

If for the coming years, in the government's plans, this value should substantially
consolidate, the deficit - planned for 2024, under current legislation, at 3.6% - is the subject of
an expansionary manoeuvre for about 16 billion net to raise it to 4.3%. An amount almost
equivalent to that of the two main measures adopted: the simplification, from four to three, of
the Irpef rates and, above all, the extension of the reduction of social security contributions (the
so-called wedge) for employees.

It is understood that government projections are based on the full deployment of the
potential of the PNRR (National Recovery and Resilience Plan), which is indispensable to reach a
growth target of 1.2%, which, indeed, the Bank of Italy has recently considered halving.

Reassuring was the verdict of the major rating agencies, which confirmed their ratings,
giving them a direction of stability, as well as that of the financial markets, with the spread falling
from just over 200 basis points to just over 150 in the twelve months.

THE ITALIAN BANKING MARKET

While the ECB, having abandoned a long phase of zero interest rates, raised its main rate
from 2.50 to 4.50%, the yield on interest-bearing assets of Italian banks on the whole replicated
the growth of the previous year, rising from 2.96 to 4.14%.

The cost of funding (from households and non-financial corporations), which had risen by
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less than 20 cents in 2022, accelerated, rising from 0.61 to 1.17%, mainly due to the increasing
remuneration of deposits, especially those with fixed maturities. The result was a differential that
widened until last July, from 2.35% to close to 3, stabilising at that level for the rest of the year.

The analysis of intermediated volumes confirms the continued repositioning of funding
from deposits, which fell by 3.4%, to bank bonds, which re-emerged from protracted oblivion
with a significant +18.2%. The combined result of these dynamics was, however, a more
pronounced decline in total direct deposits (-1.3%) than in the previous year. The drop is also
justified by an indirect transfer.

On the other hand, the partial annual recovery, after the previous collapse, in the assets of
mutual funds (open, Italian and foreign law), from 1,075 to 1,149 billion, was not supported by
new subscriptions. Decisive was the recovery of prices, on all markets, generating capital gains
of almost 100 billion.

Economic slowdown and high interest rates brought banks' lending to households and
non-financial corporations, which had supported the economy during and after the pandemic,
back into negative territory (-3%). In the year under review, credit to households - associated
with the -4.6% drop in loans to non-financial corporations - scored -1.5, as the good performance
of consumer credit, which accelerated to 5.4%, was subverted by the slowdown in mortgages for
house purchases (-0.5%) and, above all, in other types of loans to private individuals (-10.2%).

Total loans with a term of up to one year, which had made convincing progress in 2022,
once again represented the weakest link (-4%) in a sagging trend even in the longer-term
segment (-2.8%).

The institutions' professionalism in using the range of asset quality management tools is
evidenced by the fact that the main risk indices continued to improve.

The so-called NPL ratio, net of adjustments, is now expected to have remained at the level
(1.5%) of 2022, less than half the level at the end of 2019.

However, the most problematic category, bad loans, netted by write-downs, rose from
0.81% to 0.98% and, in relation to capital and reserves, from 4.16% to 4.60%.

To the gradualness in the manifestation of the ongoing deterioration and the fullness in
the achievement of interest earnings, we owe the favourable combination that made it possible,
among other things, to renew the national labour contract. In addition, the erosion threatened
by the so-called taxation of extra-profits was avoided - by generally opting for the alternative
option of allocating to reserves.

This resulted in a system profit in 2023 that was not only abundantly higher than the
previous year, but also higher than the exceptional profit of 2021, since these profits - reflected
in a double-digit ROE - were largely free of those extraordinary items that had made up almost
half of the total that year.

THE PROVINCE OF SONDRIO’S ECONOMY

As is customary, we would like to reserve a space for the economy of the province of
Sondrio, since our bank was established in the capital of the same name (4 March 1871), where
it took its first steps. We also do this as a sign of attention and gratitude to the Founding Fathers.
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Climate change is a reality that those working in the primary sector had to deal with in
2023 as well.

As for the wine-growing sector, after a rather difficult start to the season, in October, close
to the harvest, the alternation of hot days and cool nights benefited the ripening and good
quality of the grapes, which is why the product was satisfactory in this respect.

The presence of the apple tree in the province of Sondrio goes back a long way. However,
it is only from the second half of the last century that apple cultivation takes on the importance
of a real activity. Most companies in the sector deliver the product to the Melavi cooperative in
Ponte in Valtellina for marketing. This fruit is PGl-certified and labelled Melavi, which is now
familiar to everyone. Among the most valuable varieties are Red Delicious, Golden Delicious,
Gala, Rockit and Fuji. For the year under review, it is worth mentioning the summer hailstorms
that affected orchards in a patchy manner. The measures put in place, dictated by decades of
experience, limited the damage, so that final production was more or less normal. The quality of
the fruit was satisfying: healthy apples with vivid colours and a sweet, delicate flavour.

The American blueberry is now normally found on tables in summer. The soils of Valtellina
and Valchiavenna lend themselves well to the cultivation of this tasty little fruit, which, among
other things, induces several young people to dedicate themselves to it; and they do so with
passion and success. In 2023, provincial production was satisfactory, both in terms of quantity
and quality, in line with recent years.

It is well known that once upon a time, the primary source of livelihood for families in
Valtellina and Valchiavenna was livestock rearing on their own, mostly on a modest scale. Today,
the activity is solely the prerogative of more or less large farms. The love for places and their
preservation has remained the same as that handed down by the farmers of the past.

Animal husbandry in the province of Sondrio relies heavily on fodder production, which in
2023, was 20% higher than the previous year. The cultivation of fodder maize was satisfactory,
both in terms of quantity of silage product and quality.

The mountain climatic trend, with rain and snow in spring, and above-normal heat in
summer, has allowed alpine farmers to extend their cattle's stay at high altitudes by about fifteen
days in addition to the canonical ninety, with obvious advantages.

Of the many local cheeses, two boast the DOP mark: Valtellina Casera, a semi-fat cheese
made in the valley bottom all year round, and Bitto, a high-quality full-fat cheese, produced in
summer on 50 authorised mountain pastures of the 220 normally loaded. The Consortium for
the Protection of Valtellina Casera and Bitto reports that 203,140 fire-branded wheels of
Valtellina Casera were produced in 2023, slightly more than the previous year; and 12,150 of
Bitto, against 16,140 in 2022. The decrease in quantity is due to the lower number of producers.

The changed climatic situation has also affected honey production, so much so that, due
to the long drought in the early months, with disastrous consequences on the blossoming of the
period, acacia, dandelion and wild cherry honeys have almost completely disappeared. The good
weather and warmth of the summer months, interspersed with more or less abundant rain,
boosted production, making up for the difficult start and fuelling optimism. With satisfaction,
the more than 500 bee-keepers have succeeded in producing excellent linden, rhododendron
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and chestnut honeys: tasty, clear and intensely fragrant honeys typical of the province of Sondrio.

Before going into the specifics of the secondary sector - and this also applies to the private
tertiary sector - it is worth recalling how residents in the province of Sondrio, entrepreneurs and
non-entrepreneurs alike, reacted well and without discouragement to the Covid pandemic. The
economy reported all in all positive results.

In Valtellina and Valchiavenna there are companies, mostly very small, small and medium-
sized, of proverbial liveliness and efficiency. At the end of September (we do not have the data
for the last quarter), a total of 13,932 enterprises - 116 established in the year under review and
95 closed - were operating, of which 4,082 were craft enterprises, including 1,672 construction
enterprises.

The industrial sector, after good growth in production and turnover in the first two
quarters, experienced a significant drop in the third quarter, which continued, partially cancelling
out the positive results of the beginning of the year.

Handicrafts fared better, however with a slight downward trend in production in the latter
part of the year.

The outcome of the province's annual GDP also depends to a large extent on the private
service sector, i.e. trade and tourism.

Trade, which started off with a good turnover, amounting to an increase in the first quarter
of 5% compared to the same period in 2022, remained positive for the rest of the year, however
slowed down: plus 3.6% and 2.3% in the second and third quarters, respectively. Although we do
not have the final figure, we can say that in the traditional Christmas and year-end shopping
period, retailers breathed a sigh of relief at the good volume of retail sales, which exceeded
expectations.

If Covid on the one hand caused deaths and inconveniences with lockdowns of varying
lengths, on the other hand, it triggered in people a desire for freedom of movement, to plan
holidays, to move around even if only for a weekend; phenomena that among other things
benefited the catering and tourism sectors.

In the first part of the year, the provincial holiday resorts were visited by many tourists,
especially during the Easter period, with second homes full, hotels and farmhouses full. This was
also thanks to the many foreigners who flocked to the province, despite the fact that ski-related
sports were penalised by the scarcity of snow. In summer, the sector presented lights and
shadows: in July and until mid-August the season was rather “lukewarm”, with cancellations due
to excessive weather. Afterwards, the classic “sell-out” occurred, with satisfaction for hoteliers
and those in the supply chain. For several years now, the so-called post-summer weekend
gastronomic tourism has not experienced a crisis, which has also occurred punctually and
satisfactorily in the year under review. In December, as usual, numerous tourists came to the
province of Sondrio, attracted by the superb beauty of the area and the possibility of practising
various winter sports.

The anticipation of the 2026 Winter Olympics, with the various sporting competitions
scheduled to take place in the Upper Valley, is a spur to adequately improve the provincial road
system, first and foremost by speeding up the ongoing work on the Tirano bypass, work
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considered to be of the utmost importance, which has been committed to being completed
before the start of the competitions. There is also no lack of attention and solicitude with regard
to other infrastructures in need of appropriate action. The sporting event in question will bring
to Valtellina renowned athletes, their admirers and sympathisers, prominent personalities,
journalists, and television broadcasters. It is therefore incumbent on the province of Sondrio to
take this into account and not to be unprepared. It is a unique opportunity for an effective
worldwide promotion of the region, not to be missed.

41



@ Annual Report 2023
Directors’ Report on Operations

Shareholders,

After briefly recalling the main events of 2023 and tracing a picture of the reality in which
our company was set up and developed, let's move on to illustrate the operations and results of
Banca Popolare di Sondrio in its 153rd year.

TERRITORIAL EXPANSION

Also in 2023 our branch network was
marked by a positive sign thanks to four new
units. While many competitors prefer to
reduce the number of dependencies, we
increase it. This going against the tide
positively distinguishes us in the eyes of our
customers, who have rewarded our efforts with
the establishment of important working
relationships in the new areas to which we
have extended our action.

An autonomous development model
that contributes to defining the identity of

Popolare di Sondrio and thanks to which in the

year under review, we strengthened our presence in Veneto and entered Friuli-Venezia Giulia,
thus bringing our presence to all regions of Northern Italy.

Thanks to the new branches in San Dona di Piave (Ve), Thiene (Ve), Vicenza and Udine, the
total number of branches rose to 356, in addition to the 130 branches specialising mainly in the
provision of treasury services to corporations and institutions. The commercial structure also
benefited from improvements, including the relocation of some units to more suitable
environments and in more commercially viable locations.

San Dona di Piave, a town belonging to the metropolitan city of Venice, has more than
40,000 inhabitants and is located along the banks of the Piave River. It is an area well served by
the A4 motorway, an important goods transit route, and characterised by extensive cultivation
of different grape varieties that support the flourishing wine production. A very important role
is played by craft, industrial and commercial activities with a total of more than 4,300 companies.

San Dona di Piave was followed, again in the Veneto region, by the opening of the branch
in Thiene, a town of ancient origins with over 24,000 inhabitants, located in the north of the
province of Vicenza, in the middle of a wide plain in the so-called Pedemontana area. Thiene is
only 10 km from Schio, 20 km from Vicenza and 22 km from Bassano del Grappa. It is an
important commercial hub, in which, since the first post-war period, the Commodity Exchange
has operated, whose prices, relating to the agri-food sector, are still an important reference for
the national market.

Thiene is also home to several medium-large companies active in the industrial and tertiary
sectors, in particular metallurgy, automotive, textiles and chemicals.

In Vicenza, we have opened a new branch in contra Porti 12, in the prestigious Palazzo
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Thiene, former historical headquarters of the Banca Popolare di Vicenza and listed as a UNESCO
heritage site. The new unit, which joins the one operating in the Corso Santi Felice and Fortunato
offices, allows for a better preservation of a very important and interesting centre.

Vicenza, a city of over 100,000 residents, is internationally known as a cultural tourist
destination, thanks to its artistic riches. In particular, it is known as “the city of Palladio” for the
numerous buildings that the great architect realised there at the end of the Renaissance. All this
contributes to making it a very dynamic centre with a lively commercial and accommodation
structure.

Vicenza and its area are also characterised by a high number of production activities, with
a preponderance of export-oriented small and medium-sized companies. The most represented
sectors are engineering, textiles and goldsmiths. It is no coincidence that Vicenza is also known
as the city of gold and its role is consecrated in the VicenzaOro fair, one of the most important
events of its kind on an international level.

For our entry into Friuli-Venezia Giulia, the city of Udine, capital of the province of the same
name located in the centre of the Friuli region, was chosen. Udine is a little more than 20 km
from Slovenia as the crow flies and is located close to the A23 motorway, a key route between
Italy and Austria.

Udine is a city of almost 100,000 inhabitants and the local economy is mainly linked to its
administrative and cultural function, being the seat of numerous public offices, hospitals,
universities and various bodies and associations. Also of importance is the role of commerce,
which has always characterised Udine, an important reference point for the whole of Friuli.

Our branch is located on the main, bustling city thoroughfare bordering the restricted
traffic zone of the city centre, where many commercial and office activities are located.

Lastly, 548 ATMs contribute to our local presence, 1 more than the previous year.
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FUNDING

In the year under review, bank funding also slowed down system-wide. In particular, there
was a reallocation of sight deposits towards more remunerative instruments. This movement
took place partly within bank liabilities in favour of longer-term items (especially bonds), and
partly outwards, mainly towards government bonds, which can provide more attractive returns.

On the other hand, the ECB's continued restrictive monetary policy throughout the year
kept the cost of funding high and led to strong competition between operators.

Our bank has constantly worked to respond to market demands, promptly adapting its
commercial offerings. This, together with the enviable solidity reconfirmed by the various balance
sheet ratios, made it possible to enhance the value of existing relationships and to acquire new
ones, thus confirming, despite a very competitive scenario, the previous year's figure.

DIRECT FUNDING FROM CUSTOMERS

(thousands of euro) 31/12/2023 Compos. % 31/12/2022 Compos. % Change %
Current accounts and sight deposits 27,881,787 73.04 30,387,299 79.63 -8.25
Fixed-term deposits 3,423,275 8.97 2,362,448 6.19 4490
Repurchase agreements 2,241,059 5.87 1,576,069 413 42.19
Lease liabilities 170,754 0.45 174,170 0.46 -1.96
Bonds 4,317,386 11.31 3,501,215 9.18 23.31
Bank drafts and similar 92,927 0.24 116,749 0.31 -20.40
Other payables 46,967 0.12 41,023 0.10 14.49
Total 38,174,155 100.00 38,158,973 100.00 0.04
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TOTAL FUNDING

(thousands of euro) 31/12/2023 Compos. % 31/12/2022 Compos. % Change %
Total direct funding from customers 38,174,155 37.27 38,158,973 39.60 0.04
Total direct funding from insurance premiums 2,066,571 2.02 1,957,819 2.03 5.55
Total indirect funding from customers 43,919,440 42.87 37,109,143 38.50 18.35
- Asset management 6,511,271 14.83 5,774,727 15.56 12.75
- Assets under administration 37,408,169 85.17 31,334,416 84.44 19.38
Total 84,160,166 82.16 77,225,935 80.13 8.98
Due to banks 8,645,912 844 10,350,931 10.74 -16.47
Indirect funding from banks 9,626,913 9.40 8,795,626 9.13 9.45
Grand total 102,432,991 100.00 96,372,492 100.00 6.29

Direct funding from customers, made up of balance sheet liabilities items 10b “due to
customers” and 10c “securities issued”, remained substantially stable at 38,174 million, +0.04%.

Indirect funding from customers, at market values, totalled 43,919 million, +18.35%. The
increase can be attributed to the favourable market dynamics during the year, which marked a
remarkable rebound after an extremely negative 2022.

Direct funding from insurance premiums reached 2,067 million compared to 1,958 million,
+5.55%. The peculiarities and validity of the insurance solutions on offer have led to a growth in
assets.

Total funding from customers stood at 84,160 million, +8.98%.

Deposits from banks amounted to 8,646 million, down 16.47% from 10,351 million last
year, mainly due to the repayment in June of a 4,368 million TLTRO Il refinancing tranche. They
include 4,506 million related to two residual TLTRO Il transactions.

Securities under administration of banks increased from 8,796 million to 9,627 million,
+9.45%.

Total funding from customers and banks therefore amounts to 102,433 million, +6.29%.

As for the individual components, current accounts and sight deposits, down 8.25% to
27,882 million, accounted for 73.04% of all direct funding. Bonds showed an increase, +23.31%,
to 4,317 million, related, net of redemptions, to bonds issued, including a 500 million senior
preferred green issue under the EMTN programme and a 500 million covered bond issue. Fixed-
term deposits amounted to 3,423 million, +44.90%. Repurchase agreements amounted to 2,241
million, compared to 1,576 million as at 31 December 2022.

Bank drafts amounted to 93 million, -20.40%. The item represented by lease liabilities,
deriving from the accounting method envisaged by IFRS 16, amounted to 170.7 million, -1.96%,
while other forms of funding increased from 41 to 47 million, +14.49%.

As regards asset management, please see the chapter on treasury and trading activities.
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LOANS TO CUSTOMERS

In an economic context characterised by
modest growth, at system level the dynamics
of lending were negative, among other things
continuing to be affected by the increase in
costs brought about by increases in official
rates. On the corporate side, the lower liquidity
requirements related to the sluggish economic
cycle and the postponement of investments,
the tightening of granting criteria, and the use
of self-financing in connection with the
previously accumulated high liquidity reserves
had an impact. On the household side, among
other things, the drop in demand for home
loans weighed.

Loans to customers, as shown in the table below, consist solely of loans, with the exclusion
of securities, except for those that do not constitute a financial investment because of their
nature. They are equal to the sum of the loans included in line item “40. financial assets measured
at amortised cost — b) loans and receivables with customers” and line item “20. financial assets
measured at fair value through profit or loss — ¢) other financial assets mandatorily measured at
fair value”.

LOANS TO CUSTOMERS

(thousands of euro) 31/12/2023 Compos. % 31/12/2022 Compos. % Change %
Current accounts 3,337,639 12.37 3,605,369 13.50 -7.43
Mortgage loans 15,519,761 57.54 15,188,591 56.86 2.18
Zfrssgill ;tc;]ag: :ar;:r;s;gp”er:;gt; 261,582 0.97 253,068 0.95 3.36
Other loans 7,101,011 26.33 6,876,100 25.74 3.27
Debt securities 753,245 2.79 788,830 2.95 -4.51
Total 26,973,238 100.00 26,711,958 100.00 0.98

The various items have contributed to total customer loans to a different extent.

The principal item consisted of mortgages that, following an increase of 2.18% to 15,520
million, now represent 57.54% of total lending. This item also includes the assets sold and not
derecognised in relation to the issue of covered bonds and the self-securitisation transaction for
which the derecognition was not carried out as the required requirements of IFRS 9 for
accounting derecognition were not met. In turn, other loans added up to 7,101 million, +3.27%.
Current accounts decreased, which stood at 3,338 million, -7.43%. Personal loans increased to
262 million, +3.36%. Debt securities amount to 753 million, -4.51%, and relate to customer loan
securitisations carried out by Banca della Nuova Terra spa, a subsidiary, and by Alba Leasing spa,
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an affiliate, also including the securities issued, as part of the five sales of NPLs from the SPV
Diana, POP NPLS 2020, POP NPLS 2021, POP NPLS 2022 and POP NPLS 2023 held by the Bank.
The ratio of loans to customers/direct funding from customers stood at 70.66%, compared to
70% in the previous year.

Aggregate net non-performing loans decreased to 492 million, compared to 554 million in
2022, a reduction of 11.23%, following the 28.58% reduction in the previous year. The aggregate
is 1.82% (2.08%) of loans to customers. The contraction is largely due to the sale of NPL
receivables completed during the year, but also reflects the positive effects of the policy of
strengthening the company structures responsible for disbursing, managing and monitoring
credit.

The total amount of adjustments relating to non-performing loans was 711 million, -
13.00%, corresponding to 59.10% of the gross amount of the same, compared to 59.59% of the
previous year and 56.23% in 2021, also due to the massive sale carried out. Adjustments for the
period increased substantially, mainly due to the application of prudential overlays; gross non-
performing loans fell from 1,372 million to 1,203 million, -12.29%. The NPL Ratio decreased from
4.96% to 4.31%. The table provides an overview of non-performing and performing loans, with
the comparison to amounts at 31 December 2022.

NON-PERFORMING AND PERFORMING LOANS TO CUSTOMERS

31/12/2023 3171272022 APselute i nges %

(thousands of euro) changes
Gross exposure 1,203,181 1,371,750 -168,569 -12.29
Non-performing loans Value adjustments 711,094 817,382 -106,288 -13.00
Net exposure 492,087 554,368 -62,281 -11.23
Gross exposure 322,088 493,762 -171,674 -34.77
Bad loans Value adjustments 264,776 375,949 -111,173 -29.57
Net exposure 57,312 117,813 -60,501 -51.35
Gross exposure 839,938 849,927 -9,989 -1.18
Unlikely-to-pay loans Value adjustments 437,897 438,680 -783 -0.18
Net exposure 402,041 411,247 -9,206 -2.24
_ Gross exposure 41,155 28,061 13,094 46.66
eNX‘;:zﬁrefsrm'”g pastdue "\ | e adjustments 8,421 2,753 5,668 205.93
Net exposure 32,734 25,308 7,426 29.34
Gross exposure 26,713,033 26,290,324 422,709 1.61
Performing loans Value adjustments 231,882 132,734 99,148 74.70
Net exposure 26,481,151 26,157,590 323,561 1.24
Total loans and Gross exposure 27,916,214 27,662,074 254,140 0.92
receivables with Value adjustments 942,976 950,116 -7,140 -0.75
customers Net exposure 26,973,238 26,711,958 261,280 0.98

Net bad loans, adjusted for write-downs, amounted to 57 million, -51.35% (-37.64% in the
comparison period), corresponding to 0.21% of total loans to customers, compared to 0.44% at
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31 December 2022. This is an important result that consolidates a trend that has already been
underway for a number of years and that brings us far below the system, and that is largely the
result of the massive divestment operations carried out over the past four years. The adjustments
to cover estimated losses on bad loans went to 265 million, -29.57%, representing 82.21% of the
gross amount of such loans compared with 76.14% the previous year. This coverage remains
among the highest in the banking system.

Considering the amounts written off against bad loans that are still tracked by the Bank, in
view of possible future recoveries, the coverage of such loans amounts to 95.59%.

“Unlikely to pay” fell, net of write-downs, to 402 million, -2.24%, corresponding to 1.49%
of total loans to customers, compared to 1.54% in the previous year. The related adjustments
amounted to 438 million, -0.18% on the comparison period, when they amounted to 439 million.
The current coverage ratio of 52.13% is higher than the 51.61% last year. The substantial stability
of unlikely to pay loans and related provisions is attributable to a loan portfolio situation with a
low default rate and low transfers to this category.

Non-performing past due loans, determined in accordance with supervisory regulations,
amounted to 33 million, +29.34%, and represented 0.12% of total loans to customers, compared
to 0.09% in the previous year.

Provisions for performing loans totalled 232 million, up 99 million (+74.70%) on the
previous year's figure, and amounted to 0.87% of the same, compared to 0.50% of the previous
year. This increase reflects the uncertain macroeconomic and geopolitical context and the
introduction of substantial prudential overlays.

In doing so, account was also taken of the ECB's comments in the context of the annual
SREP prudential review and assessment process conducted in 2023. Provisions on stage 2
positions for 191 million are 82.17% of the adjustments on performing loans and increased
during the year by 91 million with a coverage ratio of 4.72%.

Adjustments totalled 943 million overall, -0.75%.
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TREASURY AND TRADING OPERATIONS

After an extraordinarily negative 2022, 2023 was characterised by a marked rebound in the
major financial markets, in a gradually improving macroeconomic context. On the growth side,
economic statistics proved more favourable than expected, albeit with marked differences
between the different world regions. In the US, the robustness of the labour market was a
decisive driver for the expansion of consumption, limiting the effects of the Federal Reserve
numerous rate hikes on the economy, thanks also to fiscal expansiveness. Relatively less brisk
activity appeared in the Eurozone, where the deterioration in credit conditions weighed
particularly heavily on the manufacturing sector, also due to the slowdown in Germany.

On the inflation side, the gradual decline in energy and food prices had a calming effect
on consumer prices. While the fundamental framework was an obvious supporting factor, in the
last months of the year, the main news concerns the change of course in monetary policies. In
fact, in both the US and the Eurozone, central bankers have halted the cycle of official rate
tightening and subsequently projected a reversal by 2024. This prospect was enthusiastically
welcomed by investors, who increased their positions in both fixed income and risk assets in the
latter part of the year. On the geo-political side, the continuing war in Ukraine and the new drama
in the Middle East did not play a particularly significant role in steering the course of the financial
markets.

In the US, the stock market rose by 24%, hitting new all-time highs in the technology and
industrial sectors. Positive corporate earnings performance, thanks to the favourable macro
context and prospects for further progress, fuelled by continued productivity gains and rate
expectations, was the main supporting factor.

The Eurozone trailed the US, despite a decidedly weaker economy. Equity markets in the
region achieved an average positive result in the region of 19%; at the sector level, technology,
industrial and banking stocks jumped.

In Japan, the stock market reached levels not seen in over 30 years thanks to the renewed
weakness of the yen, which benefited export-oriented companies. Therefore, an extraordinary
result of +28% was recorded.

As for the emerging countries, performance was quite varied, ranging from +22% in Brazil
(at an all-time high) to -11% in China, still penalised by the difficult recovery in domestic demand
post-Covid, the slowdown in corporate profits and the continuing crisis in the real estate sector,
with the epicentre being the financial collapse of the giants Country Garden and Evergrande.

The year 2023 was characterised by positive performances of the international money and
bond markets, which partially recovered the extraordinarily negative performance of 2022.
However, the year's result did not follow a linear trend, but two opposing trends can be
distinguished, which are inextricably linked to monetary policy expectations. In the first phase,
which lasted until October, the western central banks maintained a restrictive approach in the
conduct of monetary policy, in order to counter a falling inflation, however still far from the 2%
target. In this context, government yields jumped to new multi-year highs. In the second phase
of the year, the continuation of the disinflationary process and the softer approach of the
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monetary authorities, which halted rate hikes
and reduced assets in the financial statements,
resulted in a violent repricing of the markets.
In just two months, sovereign bond purchases
squeezed yields to their lowest levels of the
year, with US, German and lItalian 10-year
yields falling to 3.90%, 2% and 3.70%
respectively.

During the year, ltaly's country risk
showed a gradual reduction, falling from over
210 bp at the end of 2022 to the 170 area. The
fall in the spread benefited from increased
confidence in public accounts and the stability
of the domestic rating in the autumn review
cycle, which saw, among other things, Moody's
improve the outlook (from "negative” to “stable”). The agreement reached in the EU on the new
rules of the Stability Pact, after lengthy negotiations, had no significant impact.

As at 31 December 2023, the bank had two T-LTRO transactions with the ECB outstanding
totalling 4,506 million after the repayment of the 4,368 million tranche on 28 June 2023. The first
operation still in force, for the amount of 806 million, is effective from 24 March 2021, with
maturity on 27 March 2024. The second was issued on 29 September for 3,700 million and
matures on 25 September 2024. As of 23 November 2022, the interest rate on outstanding
transactions is indexed to the average interest rate of the Deposit Facility calculated as of that
date, without prejudice to compliance with the requirements of the targets assigned by the ECB
on the net loans disbursed.

Although liquidity declined following the repayment of the first tranche of T-LTRO lII, it
remained abundant throughout the reporting period. The exposure to this risk is monitored both
with reference to the short term, taking a 3-month view every day, and over the long term with
a monthly check. The indicators envisaged by the Delegated Regulation of the European
Commission, the short-term one (Liquidity Coverage Ratio) and the structural one (Net Stable
Funding Ratio), are both positioned at levels higher than the minimum expected. The stock of
assets eligible for refinancing with the ECB, including Abaco, net of haircuts applied, remained
at substantial levels as at 31 December 2023.

In the period under review, treasury operations, on the lending side, still favoured the use
of the Deposit Facility at the ECB remunerated at 4% (data as of 31 December) and risk-free.
After the repayment of the first tranche of T-LTRO, a large part of the liquidity deposited was
raised on the electronic repurchase agreement market with institutional counterparties with
underlying Italian government securities, and on the OTC market, through bilateral transactions
with primary financial counterparties with underlying foreign government securities in euro,
corporate securities and securitisations. The repurchase agreement funding activity was of a
significant amount and at advantageous rates, thanks to the excellent quality collateral present
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in the portfolio. The activity relating to interbank deposits (almost exclusively collections) is also
clearly recovering, favoured by the rise in rates; these include deposits made with the MEF
(Ministry of Economy and Finance) as part of money market operations with the Treasury in
which we participate as an authorised counterparty.

At 31 December 2023, the portfolio of financial assets comprising financial instruments
other than securitisations totalled 13,926 million euro, up by 1.98% compared to 31 December
2022. The following table summarises the various amounts involved and the percentage changes.

FINANCIAL ASSETS (DEBT SECURITIES, EQUITY SECURITIES, MUTUAL FUNDS AND
DERIVATIVES) BY PORTFOLIO

(thousands of euro) 31/12/2023 31/12/2022 Change %
Financial assets held for trading 149,817 167,092 -10.34
of which, derivatives 22,461 50,788 -55.77
Other financial assets mandatorily measured at fair value 235,305 710,545 -66.88
Financial assgts measured at fair value through other 3,204,667 2552 451 2555
comprehensive income

Financial assets measured at amortised cost 10,335,836 10,225,277 1.08
Total 13,925,625 13,655,365 1.98

Analysing the individual segments, “Other financial assets mandatorily measured at fair
value” decreased by 66.88% as a result of the relief work on Funds and SICAV that began in 2022
and ended in the second quarter of the year under review. Financial assets held for trading also
decreased (-10.34%). On the other hand, financial assets measured at fair value through other
comprehensive income increased (+25.55%), following the purchase of short-term foreign
government bonds. By contrast, financial assets measured at amortised cost changed a little
(+1.08%).

Overall, although decreasing, preference was still given to the variable rate component of
Italian government bonds as well as short or very short-term government bonds from Eurozone
countries and bank and corporate bonds, mainly ESG.

The total amount of floating-rate and inflation-indexed government bonds was around 5.5
billion, down from 6.3 billion at the end of 2022. ESG securities, mostly green and social bonds,
amounted to more than 1.6 billion, or about 11% of the portfolio.

The financial duration of the government bond portfolio, down at 31 December 2022,
stood at 3 years and 4 months, while the modified duration at 1.50%, essentially in line with the
previous year. Overall, including bonds (net of securitisations), the modified duration is 1.75%,
slightly down compared to the end of 2022.

Financial assets held for trading

The trading portfolio, decreasing in both the securities and derivatives components,
amounted to 150 million, down from 31 December 2022 (-10.34%), and constituted an
insignificant part of the overall securities portfolio.
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Operations mainly focused on equities and mutual funds, in addition to Italian and foreign
Government bonds. The increase concerned mutual funds, which include both ETFs and funds
and Sicavs with a view to geographical, currency and sector diversification as an alternative to
direct equity exposure. The balance of government bonds at 31 December 2023 is zero as the
trading activity in this sector is rather fast, usually closed at the end of the day.

(thousands of euro) 31/12/2023 31/12/2022 Change %
Equity securities 28,831 50,856 -43.31
Mutual funds 98,525 65,448 50.54
Net book value of derivative contracts 22,461 50,788 -55.77
Total 149,817 167,092 -10.34

Other financial assets mandatorily measured at fair value

The financial assets mandatorily measured at fair value amounted to 235 million, down
66.88% from 711 million at the end of 2022.

The portfolio remains mainly concentrated on euro-denominated UCITS, which mainly
refer to closed-end funds (private debt, private equity, real estate and credit funds) or open-
ended funds related to specific themes (PIR - Individual Savings Plan). Overall, the exposure is
significantly reduced compared to 31 December 2022 with a view to containing overall volatility

of the portfolio.

(thousands of euro) 31/12/2023 31/12/2022 Change %
Bank bonds 6,479 6,246 3.73
Other bonds - 1,259 -100.00
Mutual funds in euro 228,826 685,710 -66.63
Mutual funds in foreign currency (USD) - 17,330 -100.00
Total 235,305 710,545 -66.88
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Financial assets measured at fair value through other comprehensive income

The portfolio of financial assets measured at fair value through other comprehensive
income has recorded an increase overall since the end of 2022, to 3,205 million (+25.55%). The
general rise in the yield curve has in fact favoured investment in the sector in short-term
government bonds, including those of highly rated Eurozone countries.

More specifically, the exposure to floating-rate Italian government bonds was lightened (-
29.02%) to 1,060 million, while the short-term fixed-rate component increased by over 200
million (+106%). Government securities of Eurozone countries with short or very short maturities
also rose significantly (+203.57%). The overall weight of Italian government bonds on the
segment stands at 46.18%, a net decrease from last year.

Bank bonds, government (sovereign) bonds and non-bank corporate bonds also showed
positive changes, overall +44.34% compared to last year. Equity securities changed negatively
due to write-downs (-9.21%).

(thousands of euro) 31/12/2023 31/12/2022 Change %
Floating-rate Italian government securities 1,059,744 1,492,991 -29.02
Fixed-rate Italian government securities 420,187 203,978 106.00
Foreign government securities 1,028,400 338,768 203.57
Bank bonds 419,910 295,117 42.29
Other bonds 192,534 129,192 49.03
Equity securities 83,892 92,405 -9.21
Total 3,204,667 2,552,451 25.55

Financial assets measured at amortised cost

Financial assets measured at amortised cost amounted to 10,336 million, up 1.08%
compared to 31 December 2022.

(thousands of euro) 31/12/2023 31/12/2022 Change %
LOANS AND RECEIVABLES WITH BANKS 1,106,533 872,396 26.84
Italian bank bonds 875,468 662,648 32.12
Foreign bank bonds 231,065 209,748 10.16
LOANS AND RECEIVABLES WITH CUSTOMERS 9,229,303 9,352,881 -1.32
Floating-rate Italian government securities 4,005,761 4,413,601 -9.24
Fixed-rate Italian government securities 1,430,358 1,669,131 -14.31
Foreign government securities 2,795,577 2,329,482 20.01
Other public administration bonds 254,003 315,996 -19.62
Other bonds 743,604 624,671 19.04
Total 10,335,836 10,225,277 1.08
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With regard to the portfolio's composition, we highlight, compared to 31 December 2022,
the decrease in Italian government bonds, both floating-rate (-9.24%) and fixed-rate (-14.31%),
and the increase in foreign government bonds (+20.01%), partly ESG. The component of floating-
rate government bonds facilitated a significant increase in the coupon flow, mitigating the effects
of rising reference interest rates, which seem to have reached a peak. In addition, investments in
bank bonds (+26.84%), both Italian and foreign, and corporate bonds (+19.04%) were still
favoured during the period, mainly of the ESG type, especially green bonds and social bonds.
Investments in other public administrations decreased due to reimbursements (-19.62%).

Asset management

The year 2023 saw a weak performance of the asset management industry in Italy, which
resulted in negative net inflows system-wide. Throughout the year, savers maintained a very
cautious attitude and little inclination to make medium- to long-term investments, mainly due
to the uncertainty related to inflationary dynamics and the restrictive monetary policies
implemented by central banks. Assets under administration, however, benefited from the
positive performance of the financial markets.

With regard to funds specifically, funding mainly penalised balanced and flexible products,
whose outflows were only partly offset by the good performance of bonds. In particular, the
latter have benefited both from the return of savers' interest, after years in which the market had
been characterised by essentially zero rates, and from the responsiveness of management
houses in modulating a commercial offer more suited to the new context.

The aforementioned general dynamics affected the company's results, however the
numbers show flattering growth. The assets managed in various forms by the Bank total 6,511
million, +12.75%, of which 5,058 million, +14.18%, relates to mutual funds and SICAV, including
Popso (SUISSE) Investment Fund Sicav; assets managed by the Bank total 1,453 million, +8.05%.

EQUITY INVESTMENTS

The portfolio of equity investments was essentially unchanged during the year. In addition
to the other members of the banking Group, these investments principally relate to the suppliers
of products and services that functionally support the commercial activities of the Bank. The
following comments relate to our subsidiaries.

As at 31 December 2023, equity investments amounted to 756 million, +8.61%, essentially
following the capital contribution of 60 million to the subsidiary Sinergia Seconda srl.

Banca Popolare di Sondrio (SUISSE) SA (100%). This is a Swiss bank based in Lugano, set
up in 1995.

In a difficult economic and geopolitical context, our Swiss subsidiary recorded a net profit
of CHF 28.165 million (+72% compared to the previous year), the best result historically achieved.

Total funding increased to CHF 5.63 billion (+4%) due to new inflows (so-called net new
money), while the recovery of the portfolio component (indirect funding) was substantially offset
by the appreciation of the Swiss franc.
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Lending increased to CHF 5.53 billion (+3%) due to the development of residential
mortgage loans.

The Swiss subsidiary has paid considerable attention to ESG (Environmental, Social,
Governance) with investments in the IT and organisational fields, as well as in staff training. In
this respect, BPS (SUISSE) relied on the parent company structure for coordination, planning and
support.

Significant investments have also been made in the area of cybersecurity, due both to the
progressive digitalisation of banking and the use of IT devices for the management of certain
services by an increasing number of customers. The objective of maintaining a high degree of
safeguards has required the continuous upgrading of equipment, procedures and training.

Banca Popolare di Sondrio (SUISSE) continued its efforts to consolidate its role as a local
bank, ready to respond directly to the needs of its customers. To date, the branch network has
21 operational presences, including one in the Principality of Monaco, in addition to the virtual
Direct Banking unit and the representative office in Verbier (VS).

Factorit spa (100%). The company operates in the factoring sector; it finances and
manages commercial, domestic and international receivables, also with collateral.

In a macro-economic context characterised by numerous uncertainties, renewed
geopolitical tensions and the tightening of financing conditions that have weighed on economic
activity, in line with the objectives set and the approved development plan, the subsidiary's
activity has focused on increasing lending and profitability, always paying attention to the quality
of loans. From a commercial point of view, the action was conducted by targeting corporate
customers, through the offer of supply chain finance solutions via the WebFactoring® portal,
especially in the area of supply chain credit; expanding its presence in the area of trade
receivables due from the Public Administration, with a particular focus on the Regional Health
sector. All this, taking into account the territorial presence of the Parent Company's banking
network and the Affiliated Banks and focusing on the most economically relevant areas
(Lombardy, Northern Italy and Lazio). The commercial activity benefited from the investments
made in distribution capacity, specialisation of the offer and technology, with particular regard
to the WebFactoring® portal and the related platforms for the management of “Reverse
Factoring” and “Confirming” operations, intended for Corporate customers to guarantee its
suppliers, deferring and postponing payment times.

Factorit ranks among the leading companies in the sector, being the 4th Italian operator
(1st among its direct competitors, being the factors that belong to medium-sized banking
groups), with a 6.34% share of turnover. The financial year, the forty-fifth, closed with a profit of
32.1 million, up on 2022 thanks to the increase in loans and the ability to deal effectively with
the complex macro-economic context.

Banca della Nuova Terra spa - BNT spa (100%). It constitutes the Group's “product
factory” for the granting of loans secured by salary-backed loans (CQS), pension-backed loans
(CQP) and delegation of payment (DEL).

The subsidiary's activity is concentrated above all in the salary-backed loans sector, a
consumer credit sector which, in 2023, at a national level recorded a reduction in net financed
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volumes of 4.5%.

Against this backdrop, BNT continued to grow, in positive counter-trend to the domestic
market, with 88.6 million net disbursed, an increase of 2.3% over the previous year. This figure is
even more significant when measured on the “total amount”, where growth is +12.6% with 125
million loans disbursed.

The investments dedicated to the digitalisation of processes continued, which made it
possible to implement increasingly advanced methods of distance selling.

Alongside the traditional network, consisting of bank branches and territorial offices, the
growth of the third BNT distribution channel was consolidated in 2023, made up of brokers and
agents among which PrestiNuova srl stands out, an agency in financial activity, 100% controlled
by BNT, which at the end of 2023, had 18 collaborators. These operators are selected from among
the best accredited to the OAM, distinguished by their skills and professional ethics.

BNT closed the year with a profit of 1.99 million euro.

Pirovano Stelvio spa (100%). It operates in the hotel sector at the Stelvio Pass and in
Bormio and Valdidentro where it manages holiday homes.

Always known as the "University of Skiing”, Pirovano is undergoing a “skin change” as the
well-known weather conditions reduce the period in which it is possible to ski on the glacier in
optimal conditions. More and more attention is being paid to enriching the offer, shifting the
centre of gravity towards the “mountain universe”, in the round, without forgetting the
opportunity provided by guests crossing the Stelvio Pass and taking the opportunity for a stay
at altitude.

The 2023 financial year was also strongly affected by the climatic events, which reduced
the skiability of the glacier. The repositioning work, which began at the end of July, of the “Geister
1 and 2" ski lifts, which did not make it easy to ski at altitude, also played a role.

Despite the problems outlined above, compared to the 2022 season, there was a significant
increase (of about 16%) in hotel revenue and attendance (almost 22%).

Sinergia Seconda srl (100%). Real estate company. The company mainly performs
instrumental functions related to the Group's real estate needs. Also through its subsidiaries
Immobiliare Borgo Palazzo srl and Immobiliare San Paolo srl, it carries out activities both in the
acquisition of real estate assets, also in the context of the Parent Company's management of
non-performing loans, and in the sale and rental thereof, also through proposals for
redevelopment or the development of projects for the conversion of intended uses.

The banking buildings held by Sinergia Seconda Srl are rented, on market terms and
conditions, to Group companies. Sinergia Seconda srl also manages and maintains the units
rented for other purposes.

In the financial year 2023, a positive economic result of 0.4 million was realised, up from
the result achieved in 2022.

Rent2Go srl (100%). Vehicle rental company.

It conducts medium- and long-term vehicle rental business, a sector that is constantly
growing due to the changes taking place in the habits of private individuals and companies with
regard to business, private and tourist mobility, which is also influenced by reasons of reducing
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environmental impacts according to the guidelines of the current ecological transition.

The financial year 2023 saw a significant upturn in orders, supported in particular by rent-
to-rent agreements with short-term rental companies, while orders from private customers grew
more slowly. During the financial year, the company was involved in the revision of administrative
and accounting processes followed by the analysis for the evolution of internal organisational
models and related application tools, which will be the subject of forthcoming actions aimed at
cost optimisation. The financial year closed with a loss of 1.1 million, partly due to the recognition
of costs incurred for the repair of damage caused by extraordinary weather events.

Popso Covered Bond srl (60%). This company was formed in relation to the issue of
covered bonds.

This company was formed in relation to the issue of covered bonds. Its object is the
purchase for valuable consideration from the bank of land and mortgage loans, also identifiable
en bloc, which constitute assets separate for all purposes from those of the company itself. As
part of the covered bond issue programme implemented by the bank in compliance with current
legislation, the investee company (transferee) manages the activities for which it is responsible,
also in line with corporate requirements, as a guarantee for the subscribers of the securities. Its
results should close around break even.

Rajna Immobiliare srl (50%). This real estate company is owned jointly with Credit
Agricole.

It is owner of a condominium portion in Sondrio, in a central area and with large areas on
the ground floor leased to two tenants.

The economic results were positive and amounted to 0.05 million euro.
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TRANSACTIONS WITH RELATED PARTIES

Transactions with related parties are governed by the “Regulation for transactions with
related parties” issued by Consob resolution No. 17221 dated 12 March 2010 and subsequent
amendments. The information required by this Regulation is provided below. Also by the
Supervisory Provisions for Banks, issued with Circular No. 285/2013 and subsequent
amendments, third part, chapter 11, Risk activities and conflicts of interest towards related parties.

Among other things, both regulations provide for the approval and publication of internal
Regulations, available on the company's website at
https://istituzionale.popso.it/en/governance/corporate-governance-reports.

Transactions with related parties, identified in accordance with the provisions of IAS 24 and
the aforementioned Consob Regulation, are part of the bank's normal operations and are
normally carried out at market conditions and in any case on the basis of assessments of mutual
economic benefit. These transactions amount to 14.84% of total loans to customers and banks
and financial assets and 0.35% of direct deposits from customers and banks and financial
liabilities.

In compliance with disclosure obligations prescribed in article 5 of the Consob Regulation,
during the period 1 January to 31 December 2023, the Bank’s corporate bodies decided the
following transactions of greatest significance:

- Banca della Nuova Terra spa, subsidiary; granting of Finance Area ceiling of 240,000,000
euro revocable and renewal of credit lines totalling 11,500 euro revocable; resolutions of
1/06/2023;

- Banca Popolare di Sondrio (SUISSE) SA, subsidiary; granting of unsecured loan in foreign
currency for 1,150,000,000 euro maturing 01/07/2024 and renewal of credit exposures for
a total of 2,220,922,000 euro revocable and 900,000,000 euro maturing 01/11/2023;
resolutions dated 15/06/2023;

- Banca Popolare di Sondrio (SUISSE) SA, subsidiary; granting of unsecured loan in currency
of 188,500,000 euro, maturing on 01/07/2028; resolution of 22/06/2023;

- Factorit spa, subsidiary; granting of current account credit opening of 750,000,000 euro
revocable; resolution of 30/06/2023;

- Banca della Nuova Terra spa, subsidiary; granting of revolving facility unsecured of
200,000,000 euro revocable and renewal of credit lines totalling 240,011,500 euro
revocable; resolutions of 20/07/2023;

- Factorit spa, subsidiary; granting of revolving facility financial advances 300,000,000 euro
revocable; resolution of 09/08/2023;

- Alba Leasing spa, associated company; renewal of credit lines totalling 420,345,500 euro
revocable; resolution of 10/10/2023;

- Banca della Nuova Terra spa, subsidiary; granting of unsecured credit exposures of
180,000,000 euro revocable and unsecured revolving facility of 20,000,000 euro revocable
and renewal of credit exposures totalling 240,011,500 euro revocable; resolutions of
12/10/2023;

60


https://istituzionale.popso.it/en/governance/corporate-governance-reports

Annual Report 2023 @
Directors’ Report on Operations

- Factorit spa, subsidiary; renewal of credit lines totalling 4,350,101,500 euro revocable;

resolution of 21/12/2023;

- Banca Popolare di Sondrio (SUISSE) SA, subsidiary; granting of unsecured loan in currency

of 896,500,000 euro, maturing on 19/12/2024; resolution of 21/12/2023.

No transactions with related parties in the period under review, whether of greater or lesser
significance, have had a significant impact on the financial position or results of the Bank. We
would also point out that there have not been any developments or modifications that had or
could have a significant effect on the Bank’s 2023 balance sheet or results with regard to the
related-party transactions carried out during 2022; in any case none were atypical, unusual or
not on market terms.

In relation with the Consob Communication DEM/6064293 of 28 July 2006, note that
transactions or balances with related parties, as defined by IAS 24 and the Consob Regulation,
have a limited incidence on the balance sheet and financial position, as well as on the Bank’s
economic results and cash flows. In the notes to the financial statements (Part H, “Transactions
with related parties”) a summary table also shows the credit facilities granted to and guarantees
given on behalf of Directors, Statutory Auditors and the General Management, as required by
article 136 of Legislative Decree No. 385 of 1 September 1993.

During 2023 and in the current year, no positions or transactions deriving from atypical or
unusual operations have arisen. According to Consob Circular DEM/1025564 of 6 April 2001,
atypical and/or unusual transactions are those — not arising in the ordinary course of business —
that may raise doubts about the completeness of the disclosures in the financial statements,
conflicts of interests, the protection of the corporate assets or the safeguarding of the
shareholders, by virtue of their magnitude, the nature of the counterparties, the methods for
determining the transfer price or the timing of the transaction.

With regard to the remuneration paid by the Bank and its subsidiaries and associates to
Directors, Statutory Auditors, the General Manager and Managers with strategic responsibilities,
and to their investments in the Bank and its subsidiaries, reference is made to the compensation
report prepared pursuant to art. 84-quater of the Consob Regulation issued in Decision 11971
dated 14 May 1999 and subsequent amendments.
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REPORT ON CORPORATE GOVERNANCE AND OWNERSHIP
STRUCTURE
The "Report on Corporate Governance and Ownership Structure” required by art. 123-bis

of Decree 58/98 (Consolidated Finance Act) is available (in Italian) on the Bank's website at the
link https://istituzionale.popso.it/en/governance/corporate-governance-reports. This document

states, among other things, that this bank, with a board resolution dated 30 June 2023, has
adhered to the Corporate Governance Code promoted by the Corporate Governance Committee
of Borsa Italiana spa.

INTERNATIONAL SERVICE

In an increasingly complex international situation, in which the ability to govern conflicts
and lead them back to mutually agreed solutions seems to be gradually disappearing, trade and
relevant relations have also suffered negative consequences, with the accumulation of ever new
risk factors of which we can only take note at the moment.

Economic relations between the countries were constantly exposed to crisis situations,
which in some cases went so far as to jeopardise the busiest and most important trade routes.
World trade thus showed modest dynamics, which could be further affected by possible
disruptions in global value chains.

During 2023, the sharp and abrupt rate hikes implemented by the major central banks led
first to a halt and then to a decline in inflation, so that there is now confidence in an easing of
monetary tightening. On the foreign exchange market, the euro recovered ground against the
dollar, the Chinese renminbi and the yen.

In the aforementioned problematic general context, our bank has continued to play the
role of partner to companies in the process of internationalisation, which for many of them
constitutes the main path to growth and development. All this, in the knowledge that it is up to
us to support companies in the best possible way, providing assistance to accompany them in
foreign markets in search of new opportunities, while offering tools to govern and minimise the
risks that every economic venture entails. In fact, our one-stop shop for internationalisation was
able to support customers at all stages of the expansion process: in-depth knowledge of markets,
acquisition of foreign trade skills, international contracts, and forms of payment to protect
against possible commercial, political and financial risks.

In the course of 2023, numerous and diverse events were organised, also with the
cooperation of Assocamerestero, including: an incoming visit of tourism operators from the USA
and Canada to the province of Sondrio, an incoming visit of US buyers to Vinitaly in Verona, and
the International Wine Expo Chicago. There were also many webinars, including those dedicated
to China, India and Switzerland. All events were well attended by companies and specialist
operators.

A special mention must be made of our Business School, which over the years has become
the point of contact and dialogue with companies - customers and prospects - but also with the
bank's partners , interested in internationalisation initiatives, who appreciate being able to
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register for our events, consult the latest news from around the world, and have access to
information material from previously held courses, including video recordings and slides of
speakers. Registered users of the platform - which numbered almost 4,000 at the end of the year
- can freely view the rich training catalogue: 30 technical foreign trade courses, 24 country
presentations, 16 in-house courses, 37 learning pills, as well as numerous news from our desks
abroad, collaborations and agreements with partners.

This year too, we made use of the European Economic Interest Grouping (EEIG)
Coopération Bancaire pour I'Europe (CBE) based in Brussels, which since 1992, has assisted
companies and economic operators especially in the action aimed at seizing the financing
opportunities made available by the European Union.

The International Service has always prioritised the quality of the services it provides. For
this reason, it has had a quality management and governance system certified according to ISO
9001:2015 since the late 1990s. At present, six certifications have been obtained, relating to
various relevant areas of operation.

Contributing to maintaining the focus on quality are customer satisfaction surveys, aimed
at finding out how satisfied counterparties are with, among other things, the payment of foreign
pensions and the use of exchange centre and trade finance services. The results were satisfying.

Correspondent banking work was important and intense, and developed mainly on two
fronts: the first aimed at innovating services and products, creating original business
opportunities and promoting new relationships over as wide a geographical horizon as possible;
the second, dedicated to providing advice and assistance to internal offices and external
counterparts.

Action was intensified with supranational development banks, whose guarantees enabled
the development of relations with banks and countries with which we would otherwise not have
been able to operate. There were 157 multi-divisional account relationships in 71 countries at
the end of 2023, while the number of banks with which we have swift key exchanges was 1,540
in 162 countries.

COMMERCIAL SERVICES AND INITIATIVES

The year just ended brought highly satisfying results for the bank and its members. All this
is the result of management choices aimed at optimising and enhancing customer relations,
presenting and offering, in addition to basic banking activities, concrete products in line with
users' needs. This made it possible to establish long-lasting, solidly based and mutually satisfying
relationships.

Challenges with an increasingly digitalised world have also given impetus to up-to-date
services that replicate in use the convenience and immediacy of traditional branch products. The
direct relationship with customers, a distinctive trait of a bank that even today believes that each
territory and each individual counterpart is a fundamental piece of the mosaic and should be
valued as such, leads to the preparation of a set of quality commercial initiatives, where direct
contact is reconciled with the need for fast and secure online services.

We would now like to tell you about our main initiatives during the year.
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Digital banking is a well-known and established service that is used on a daily basis to meet
basic operational needs. During 2023, several new features were made available to SCRIGNObps
users, which refined and enriched our online channels. Firstly, Advanced Electronic Signature
(FEA) was introduced for signing documents and/or finalising transactions, obviating the need
for physical presence in the branch. In addition, for retail customers, the Payment Initiation
Service (PIS) is now available, alongside the SCRIGNOais service for aggregating the movements
and balances of customer relationships held on the banking system, which allows a credit transfer
to be initiated and debited from a relationship held by the customer with a third-party bank.

The home page of SCRIGNO has been reorganised in terms of content and several new
features have been released, including the so-called Showcase, which allows users to discover
new opportunities in terms of services and products, including non-banking products, and the
“Schedule”, which allows them to keep track of the main financial and insurance deadlines. With
a view to fostering the relationship between the physical channel and the virtual channel,
prominence has been given, again on the homepage, to the Communications Service, to interact
with the relevant branch and consult messages sent by the bank. Finally, care was taken to use
simpler and more direct language, while respecting professionalism, to make the relationship
more immediate also on digital channels.

The incessant innovations naturally complement the consolidated offer of SCRIGNObps, a
hub that gathers and conveys the opportunities made available by the digital bank: from the
informative consultation of reports to the possibility of receiving notifications (via email, SMS or
push, according to the preferences expressed by the customer) on online transactions and
operations or account cards; from bank transfer instructions, even instant ones, to the payment
of pagoPA, F24 or postal slips; from the management of bills to the payment of bank receipts.

SCRIGNOapp facilitates and simplifies digital transactions and in particular payments, as
all one has to do is frame a bulletin with a smartphone camera and the data on it are
automatically captured. Security to safeguard operations is assigned to an integrated set of
proven controls and tools, including the SCRIGNOIdentiTel app which, via QR code or push
IdentiTel, allows transactions to be authorised simply and securely.

In 2023, the bank's offering in the asset management segment was further expanded in
order to offer its customers high value-added investment solutions provided by proven
counterparties in the industry: J.P. Morgan Asset Management and Pictet Asset
Management. At the end of November, the distribution of selected sub-funds of the “JPMorgan
Investment Funds”, "JPMorgan Funds” and "Pictet” sicavs began. New qualified products join
those of our affiliate Arca Fondi Sgr.

The latter, in view of customers' interest in target-date investment solutions - which are
characterised by a limited placement period and a predefined time horizon - marketed several
such products during the year: "Arca Cedola Attiva Plus 2027 |, II, lll, IV", “Arca Difesa Attiva 2028
[, 111, 1V, V", “Arca ESG Investi e Consolida 2028 |, I, [lI" and "Arca Target Protetto 2024". The AMC
also enriched its range of "ESG" solutions with the offer of “Arca Social Leaders 30", a fund
characterised by investing in securities of issuers that stand out for their attention to social issues,
and of "Arca Green Bond", specialised in investing in green bonds, bond instruments the purpose
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of which is to support issuers in financing projects that are solid and sustainable over time from
an environmental point of view.

The offer of "Sidera Funds Sicav” was also expanded during the year, with the distribution
of the "Christian Equity” sub-fund, an international equity that adopts the “Christian Investment
Guidelines” issued by the Italian Episcopal Conference (CEl), with the aim of promoting
fundamental values of the Catholic Church, such as the protection of life and families with
children, support for human dignity and care for the environment and animals.

With regard to the insurance investment products of Arca Vita and Arca Vita
International, the placement of unit-linked (“"Obiettivo 2.0", “Obiettivo PUR 2.0", "AVI Take Care”
and "Private Selecta Plus”), multi-class (“Cromia 2.0", “Ingegno” and “Ingegno Private”) and
revaluable policies ("Piano Cassaforte Special”, “Piano Cassaforte Private” and "Edizione Dedicata
Piano Cassaforte Premium”, the latter linked to a newly established segregated fund called Oscar
Premium).

The offer of Arca Vita and Arca Assicurazioni Protection products was revised, with regard
to both “Temporary Death Insurance” and “Payment Protection Insurance” solutions covering
loans granted by the bank.

Following the signing of the distribution agreement with UniSalute, a company of the
Unipol Group, market leader in the health sector, the health policies UniSalute Acuore and
UniSalute Studente were made available for placement. Arca Assicurazioni Elementary Classes
product range has been expanded with “Ama&Proteggi Casa a modo tuo”, the complete,
innovative and flexible multi-guarantee product covering real estate, which stands out for the
presence, among others, of guarantees protecting against flood, inundation and flood damage.

The commercial site popso.it offers visitors a presentation of our services and products,
alongside the "institutional.popso.it” site dedicated to corporate information, with specific
sections on, among other things, governance, shareholders and investors, and the topic of
sustainability.

In order to enhance the relationship with the community and the territory, the
nonsolobanca.popso.it portal, which illustrates cultural and recreational initiatives, and the
popsoarte.it website, our online art gallery, are also available.

Finally, the Instagram account “nonsolobanca POPSO" aims to disseminate events,
cultural and recreational initiatives promoted by the bank itself.
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RISK MANAGEMENT

Structural changes in the economy, the complexity of the geo-sectoral framework, new
emerging risks, and digitalisation may put the resilience of banks' business models under severe
pressure. Aware of this, we maintain large buffers in terms of capital reserves and liquidity, the
cornerstones of stability for our business project.

In the course of the year, under the constant stimulus of the Supervisor, instrumental and
organisational safeguards were increased in order to better integrate old and new risks into our
business processes, while tenaciously safeguarding asset quality.

When the historical data did not allow us to capture new risk profiles with adequate
accuracy, we prudently resorted to overlays of statistical loss forecasts to safely navigate the
rough waters, setting aside resources until experience gave us a way to replace them with
forecasting models capable of robustly incorporating the effects of unfamiliar variables and risk
factors.

Technological change, artificial intelligence, new digital currencies and the epochal
transformations imposed by said phenomena on the banking services market are opening the
door to daily product experiments and process innovations: scenarios of great opportunities but
not without risks. Knowing how to govern them with shrewd but far-sighted strategic levers will
be the challenge of the next few years, destined to ignite more and more competition in the
sector.

Looking at today, a continuous drive to improve techniques and systems for managing
multiple sources of risk remains an important success factor for an institution with our
prerogatives, an indication of an ability to adapt and innovate while keeping up with the times.

Credit and counterparty risk

Although the uncertainties related to energy commodity price movements have decreased
compared to the previous year-end forecast, the monitoring of the potential credit risk impact
dimensions related to this systemic factor continued throughout 2023. Thanks to a targeted
survey of our portfolio, a watchlist was identified of counterpart companies operating in the
highest energy and natural gas consuming sectors (“energy-intensive” and “gas-intensive”), and
therefore considered "potentially high-risk” because, due to business characteristics, they are
more vulnerable than others to fluctuations in energy commodity costs. The violent flooding that
hit the districts of Emilia-Romagna in May led to the identification of a second list of companies
with a potentially high risk profile due to the severity of the damage that had affected their
territory, which were also subject to dedicated monitoring. All positions that, as a result of the
aforementioned portfolio explorations, were identified as high risk counterparties were
prudentially classified as Stage 2.

Derisking activities and the scrupulous monitoring of lending risk trends continued,
contributing to a further reduction in the proportion of non-performing loans compared to last
year. The disposal of doubtful loans in the portfolio was also facilitated by a massive new multi-
originator securitisation of bad loans at the end of the year, thus freeing up space for the
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development of new, good-quality volumes. On the new credit positions, dialogue with
counterparties was intensified in order to assess the prospective sustainability of the initiatives
to be financed with more sophisticated tools. We must not give up and continue decisively along
this main road, keeping in mind that the evolution of the economic context could lead to
worsening of credit quality in various sectors.

With regard to the collective calculation of expected losses and the related provisions in
the financial statements, numerous methodological developments were introduced, with specific
reference to the areas of stage allocation and so-called ECL overrides, the periodic updating of
the list of positions deemed to be "high risk”, and the revision in the treatment of management
overlays. The latter activity, in particular, profoundly affected the model logic adopted and the
allocation of these adjustments to loss estimates between the accounting stages of the
performing portfolio (Stage 1 and 2), with some components also extended to non-performing
past due loans. Incorporated more and more organically into loss forecasts for purposes of the
financial statements are aspects related to ESG risks, especially concerning climate and
environmental drivers, and - as mentioned at the outset - to so-called novel risks, i.e. the effects
of unforeseen or previously unexplored events such as energy, geo-political and supply chain
risks.

The internal rating progressed steadily, with significant changes authorised by the ECB
during the course of the year for the internal models of the Corporate and Retail segments,
already affecting the quantification of A-IRB capital absorption as at 31 December. Following
indications that emerged from the audits conducted by the Supervisory Authority concerning
the predictive soundness of our statistical measurement systems, evolutionary adjustments were
made involving further significant changes to the methodologies and processes for assigning
internal ratings, for which formal approval was requested from the Supervisory Authority in order
to integrate them, on receipt of the authorisation, into the regulatory calculation of risk exposure.
Part of the intervention programme is the gradual extension of the A-IRB models developed by
the bank to its subsidiary Factorit, in anticipation of the application of the advanced method to
determine the capital requirements for credit risk of the subsidiary.

The Authority's verification action continues with on-site inspections or “remote”
investigations aimed at ascertaining the correct degree of transposition of prudential regulations
on credit risk management and at ascertaining the effectiveness of organisational models,
processes and procedures put in place.

In particular, the European Central Bank conducted an inspection visit on the Group from
October 2022 to April 2023, focusing on credit and counterparty risk with specific reference to
the Corporate&Large and SME (Small and Medium Enterprises) segments. The assessment falls
within the scope of the ordinary processes that European Supervision implements with the aim
of carrying out a survey of the quality of the assets on selected portfolios and evaluating the
internal credit risk management processes and procedures and the control and governance
systems, including the implementation of the IFRS 9 accounting standard and any other ancillary
aspect. On 23 January 2024, the “Final Report” has been issued with the concluding remarks of
the inspection team on the outcome of the OSI Corporate; as of the date of this report, the bank
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is waiting to receive the "Draft Follow-up letter” and, finally, the “Final Follow-up letter” from the
Supervisor.

In response to the recommendations made by the inspection team and also in the context
of the annual SREP assessments by the ECB, several project sites were planned and launched to
strengthen governance, management and control systems. The work plans mainly focus on the
following aspects: credit management processes, risk management, second- and third-level
controls, and implementation methods for IFRS 9. This schedule will be reviewed and possibly
modified upon receipt of the final documentation by the Authority. In particular, on the basis of
the observations received from the supervisory authority, the Bank has already increased the
credit risk related to the positions under review and continues to carefully monitor the exposures
in preparation for the possible classification to non-performing, as required by paragraphs 5.5.9
and 5.5.17 of IFRS 9. In any case, the set of ongoing and planned actions will not result in any
significant economic effects in addition to those already recorded during the year under review
and the previous year.

Market risk

Exposure to market risks is checked through daily monitoring of the portfolios of financial
assets held for investment purposes, based on a broad metrics structure that distinguishes
between securities held for trading purposes (“trading portfolio”) and the remaining types of
financial instruments held but not intended to be bought or sold for profit from their trading,
falling within the so-called “"banking book”, which are in turn categorised according to the
accounting valuation criterion adopted (fair value or amortised cost).

Compared to the complex situation faced in the past financial year, the financial markets
showed no upheaval despite the continuation of the war between Russia and Ukraine and the
escalation of the Arab-Israeli conflict on Palestinian territory. The riskiness of market conditions
favoured a containment of the overall level of riskiness of equities, bonds and UCITS in the
portfolios, the reference values of which were constantly kept within the maximum tolerance
levels defined by the Administration; there were also no particular tensions in the more granular
system of early warning parameters.

The economic results of the financial activity and the size of the capital reserves from
valuation were also overall positive at the end of 2023.

The regular stress simulations did not reveal any critical elements.

In an effort to enhance the effectiveness of control over the risk dimensions at the root of
potential variability in the value of securities, specific analyses and measurements of the current
or prospective impact of climatic and natural factors on the profile of issuers and valuations of
financial investments were introduced.

Interest-rate risk

In a context of marked growth in short, medium and long-term risk-free interest rates, the
monitoring of the uncertainty connected to potential fluctuations in market rate levels continued,
implemented through monthly sensitivity analyses of the company's economic value to
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fluctuations in rates and sensitivity of profits and only interest income generated by the volumes
of asset and liability on-balance sheet and off-balance sheet transactions, integrated where
necessary by targeted impact studies.

Internal activities related to the refinement of the so-called “behavioural models” in use for
determining risk exposure continued during the period to account for changing trends in relation
to changing macroeconomic and financial conditions. In particular, the statistical parameters on
which the so-called models of “sight items” are based - models that quantify the persistence of
asset and liability inventories with no maturity and their elasticity of adaptation to the
movements of the market curves - were recalibrated in the second half-year, providing for the
inclusion of more extensive samples of historical data.

All models of a behavioural nature - including the so-called “pre-payment” model,
designed to simulate the repayment profile of medium/long-term instalment loans, taking into
account the phenomena of early closure of relations, partial pre-payment and changes to
contractual conditions (nominal rate, spread on the base rate and optionality) - are incorporated
into the interest rate risk measurement systems and their adequacy and effectiveness is tested
through regular retrospective verification processes (so-called "backtesting”). Indicators are also
detected to signal the need to reassess the risk parameters for reasons other than the mere
temporal obsolescence of the models or the failure of the “backtesting” tests.

The first half of the year was marked by activities to adapt to the new measures issued by
the European Banking Authority (EBA) on the measurement and management of interest rate
risk in the banking book, in force as of 30 June. The main innovations, aimed at fully incorporating
the new regulatory indications into our monitoring system, concerned the overall reorganisation
of the structure of exposure indicators and limits, in alignment with the metrics system envisaged
by the aforementioned provisions, as well as the adoption of new methodological and technical
specifications with important changes to the previous calculation models, to bring them into line
with the updated European guidelines.

Further improvements in supervision concerned, in the second half of the year, the
widening of the range of measurements and information reports produced by the risk
management units, with the introduction of new methods and tools for the detection,
monitoring and quantitative analysis of the so-called credit spread risk in the banking book,
recently regulated by special EBA guidelines in force since last 31 December.

Liquidity risk

Even in a period characterised by the well-known systemic shocks and the restrictive turn
of monetary policy measures, the bank's liquidity provision remained at significant levels; the
constant monitoring, conducted from a short and medium-long term perspective, made it
possible to promptly mitigate a potential worsening of the risk quantities, activating appropriate
management interventions early.

Concerning the short-term (so-called "operational”) liquidity position, dedicated surveys
ensure daily monitoring of the cash flow dynamics typical of treasury operations, as well as the
amount of cash reserves made up of funds deposited with central banks and the revenues
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potentially obtainable from the assets in the portfolio as they can be readily transferred on the
market or can be transferred, if necessary, in the form of collateral in central refinancing
operations.

Medium/long-term (“structural”) liquidity is monitored every month to ensure that the
harmonious matching of funding and lending is maintained; in particular, surveys are conducted
on the structural balance of the financial statements, with a focus on aspects of risk such as, for
example, the concentration profile of retail and large depositor funding. Intraday liquidity trends
are also permanently monitored, in order to verify the existence of the necessary stocks at the
time of each business day when they are required, and the trends in intra-group financing.

The regulatory ratios - the Liquidity Coverage Ratio (LCR), quantified on a monthly basis,
and the Net Stable Funding Ratio (NSFR), measured on a quarterly basis - showed no signs of
strain throughout 2023, with values that were significantly above the expected lows as well as in
line (NSFR) or rising (LCR) compared to the previous year's average values.

The impact of a range of stress test hypotheses on the bank's general liquidity situation
(operational, intraday and structural) is then determined each month, as measured by final
management and regulatory parameters.

In addition to the annual recalibration of the system of internal risk indicators and limits
and the ordinary updating of the device - known as the "Contingency Funding Plan” - for
managing situations of liquidity tension that may affect our Group, worthy of note are the
participation of our institution in the exercises called “SSM Annual Liquidity Exercise” (with
weekly frequency, started in September 2023 and expected to continue in 2024) and “Joint
Liquidity Template” (with daily conduct during the last week of October), both promoted on an
EU scale by the ECB, the second in collaboration with the Single Resolution Board.

Operational and IT risk

In a context of growing attention to the issue of “digital operational resilience”, i.e. the
ability to protect the company's data and technological systems from ICT incidents, as well as to
quickly resume operations even in the event of a fraudulent attack on the systems, the bank and
the other components of the Group have continued with initiatives aimed at ensuring effective
protection against potential cyber risks, whether they arise from external threats of a cyber nature
(given the current geo-political scenario) or are attributable to the declared strategic desire to
orient the development of the business and service model in a digital sense.

With the aim of increasing the ability to intercept possible sabotage and fraudulent
intrusions into the company's information systems, a dedicated monitoring service was activated
on a continuous basis (24/7) of potential anomalous events, capable of reporting at any time of
day or night attempts to compromise perpetrated by external and/or internal parties guided by
malicious intent, so as to be able to investigate their nature and extent and, consequently, better
calibrate any possible counter and remedial actions.

Also significant were the initiatives carried out to strengthen the awareness of users of
online services regarding the dangers posed by constantly evolving fraud schemes and the
proper management of personal credentials through the sharing of virtuous operational
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suggestions to prevent fraud phenomena; also significant was the introduction of more
restrictive rules and new limitations on the use of payment services within the internet banking
platform.

In compliance with the provisions of the Bank of Italy in one of the latest updates to its
supervisory instructions (Circular No. 285/2013), the same internal organisational system for
supervising IT risks was subject to review, with greater responsibility given to the risk control and
regulatory compliance functions, in accordance with a principle of separation of roles with
respect to the ICT division structures.

The bank was also audited by the ECB from October 2023 to January 2024 with the aim of
verifying the consistency, resilience and sustainability of its business model with particular
reference to the challenges arising from the development and implementation of digital
transformation strategies. As of the date, it is not possible to know the outcome as we are still
waiting to receive the "Draft report” from the inspection team, according to usual practice.

As far as the more general control of operational risks is concerned, during the year, the
existing process of identifying, addressing and monitoring the progress of functional actions to
prevent or contain potential operational and reputational criticalities was methodologically
refined, with the inclusion in the scope of analysis of any mitigation actions identified against
significant operational losses, risk elements deriving from the monitoring of outsourced activities
and management risk indicators, as well as the analysis of new ICT products and risks. An in-
depth study was also conducted on potential losses arising from operational risk cases related
to the purchase of tax credits from superbonus/ecobonus and other building tax bonuses,
including those attributable to seizure proceedings resulting from criminal charges against the
transferor counterparty.

Reputational and money laundering risk

The banking system is faced with multiple challenges related to the imperative to adapt to
the digital transformation and the transition to a low-carbon and sustainable economy. However,
at the same time, it must ensure stability in an ever-changing economic framework. The
complexity of today's context therefore makes it increasingly important to monitor the
perception of corporate image. This oversight translates into the implementation of regular
processes of identification and assessment of current and prospective events detrimental to the
bank's perceived reputation among its numerous stakeholders, mainly based on qualitative
assessment techniques and tools, supplemented (where possible) by quantitative surveys
(complaints, appeals, etc.), from which possible mitigation guidelines can be derived.

During the year, the reputational impact management system benefited from the
enrichment of the existing catalogue of management monitoring indicators (Key Risk Indicators)
with the introduction of metrics designed to signal the potential negative effects on corporate
reputation of factors attributable to a lack of or only apparent sensitivity to ESG issues. Also
worth mentioning is the development of dedicated approaches for analysing the material scope
of reputational risks related to the impact of climate and environmental drivers.

On the subject of combating money laundering and the financing of terrorism, the
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monitoring conducted during the year by the specific control function included the screening of
the many regulatory developments both in relation to international sanctions packages and in
relation to new significant legislative measures issued at domestic and EU level.

The Anti-Money Laundering Unit successfully concluded the definition of the functional
requirements for the introduction of a new and additional artificial intelligence model (Machine
Learning) for the verification of cash transactions. The implementation of this innovation will be
completed during the first months of 2024.

Lastly, a dedicated assessment suggested some refinements to the process and methods
of qualitative analysis of risks and controls on money laundering and terrorist financing, as well
as a strengthening of the system for defining and monitoring the accepted residual risk profile,
more analytically declined also through the identification of new quantitative metrics.

Compliance risk

During 2023, the central role of the Compliance unit was further consolidated in relation
to the need to promote the enhancement of a corporate culture based on the principles of
honesty, correctness and compliance with regulations. The Function traditionally operates
according to the so-called “"widespread compliance” model, implemented with the direct
supervision of the core regulations and, according to a risk-based approach, with the
collaboration of specialist and qualified representatives responsible for governing particular
regulatory spheres not directly supervised by the Function itself. The last financial year was also
marked by the progressive and constant reinforcement of this operational model, which consists
of risk identification, classification, assessment, measurement and management, as well as risk
monitoring and reporting. This, above all, in relation to the increased dimensional parameters
and the increasingly greater complexity and operational specificity achieved by the Banking
Group in its various component entities.

The Compliance Function acts with the aim of identifying and assessing potential risks ex
ante through monitoring and examination of regulatory changes with specific impacts on
corporate organisational procedures, in order to facilitate their correct internal implementation.
This takes the form of intensive consultancy and specialist assistance to corporate bodies and
structures in all matters where the risk of non-compliance is relevant.

Ex-post control activities assess the existence, adequacy and effectiveness of the
organisational procedures adopted to guard against aspects of non-compliance with internal
and external provisions. During 2023, all the relevant thematic areas were examined in depth,
with a particular focus on those relating to greater customer protection, such as the provision of
investment services, the insurance brokerage sector, transparency conduct in execution of
operations and the provision of banking and financial services, the processing of personal data
(privacy), usury and the regulation of market abuse. Further thematic spheres addressed by
compliance with dedicated examinations refer to the area of the so-called “sustainable finance”,
outsourcing of services and conflicts of interest. In this context, the aforementioned
organisational evolutions aimed at the overall strengthening of ICT and information security
non-compliance risk safeguards.
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ESG risks (Environmental, Social & Governance)

The ESG issue has been on the bank's radar for some time: a “sustainable” business model
of a universal credit institution like ours can make an important contribution to the evolution of
the economy, the territory and society as a whole towards virtuous standards of social inclusion,
environmental protection, resilience to external and internal shocks.

Like all other businesses, the bank operates in reaction to the pressures coming from
legislation and customers, with a need to adapt to current trends but a willingness to seize
opportunities. On the other hand, major stimuli from the supervisory authority, which is
concerned about the possible financial consequences of climate change, are an effective
accelerator in assessing the potential medium- and long-term effects of such environmental
factors on the riskiness of bank financial statements. We are therefore intensively engaged in the
integration of the aforementioned issues in all typical business contexts and in the appropriate
identification and assessment of related risks.

In the specific area of risk management, of note is the significant progress made during
the year in the definition and implementation of practices and methodologies to identify,
measure and mitigate the possible materialisation of sources of climate and environmental risk,
with the ultimate objective of supporting companies engaged in the long and arduous process
of “green transition” through the provision of new finance and the offer of adequate financial
and consultancy services, selecting the most deserving projects and the most virtuous
counterparts based on risk.

Significant improvements were made with regard to the mapping and determination of
the significance (materiality) of risk factors related to climate and the environment in relation to
the possibility that these may manifest themselves in the form of “traditional” risks, with the
extension of the field of analysis to different areas and business portfolios, the adoption of a new
process workflow, the use of more refined metrics and analysis methodologies, and a better
differentiation of risk assessments between time horizons, economic sectors and geographical
areas.

Processes for measuring trends in “sustainability” risks are gradually becoming more
structured. In this sense, it is worth noting the inclusion in the Risk Appetite Framework
dashboard of a range of new indicators to monitor exposures to environmental, climate and
social risk factors - capable of affecting credit, market and operational risk exposure - functional
to supporting the adoption of correct ESG risk assumption and mitigation policies. This benefits
the ability to analyse the potential adverse impacts of climate and environmental drivers on the
value of asset portfolios, operating volumes and related risk magnitudes.

As an evolution to previous approaches for mapping and classifying ESG risk of an
essentially sectoral nature, we report on the increasing use, but above all awareness of use, of
the internal scoring system representative of risk in terms of ESG detected at the level of
individual counterparties in the corporate loan portfolio. This classification model, developed
primarily to measure the individual exposure of corporate clients to climate and environmental
risk factors, allows for a forward-looking estimation of the potential financial impacts related to
the vulnerability of funded counterparties to transitional and physical factors, with the possibility
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of future extension to overall ESG risks. The quantitative metric, processed automatically, was
incorporated into the electronic procedures for analysing credit files, as a supplementary element
of scrutiny of a company with respect to the traditional analyses carried out during the credit
appraisal process; thus, in addition to serving as a tool for monitoring environmental risk on an
individual and aggregate basis, it was adopted during the year in the key decision-making
processes of acceptance, disbursement and pricing of loans disbursed.

For the main counterparties, with priority given to those with the largest carbon footprint,
a dedicated ESG due diligence process was combined with the attribution of the synthetic score,
with the aim of carrying out a more in-depth and punctual assessment of the company and its
sustainability characteristics, collecting information through a specific internal ESG
questionnaire.

Risks related to climate scenarios have also already been considered in the estimation of
expected credit losses underlying impairment losses, initially with the application of specific ESG
overlay adjustments but, as of this annual financial report, with fuller incorporation of physical
and transition factors in the impairment parameters of credit assets.

Other relevant risks

The main controls include those relating to strategic and business risks, as well as the risks
of conflicts of interest that could arise from transactions with so-called “related parties” and to
risks connected with investments in corporate equity investments, implemented by verifying
aggregate exposure levels in relation to current internal and regulatory limits.

These controls are implemented by checking the aggregate exposures in relation to the
internal and regulatory limits. With regard to the former and in application of the provisions of
the 9th update to Circular 263 dated 27 December 2006 “New prudential supervisory instructions
for banks”, published by the Bank of Italy on 12 December 2011, which updated Title V — Chapter
5 on "Risk activities and conflicts of interest with related parties”, now in Part Three — Chapter 11
of Circular No. 285 of 17 December 2013 "Prudential supervisory instructions for banks", the
checks carried out are covered by the “General regulation of the risks deriving from related-party
transactions”, which describes policies and processes that mitigate the risks accepted at Banking
Group level in relation to related parties. In accordance with the regulatory requirements, the
policy is reviewed when necessary, every three years, and is made available for inspection by the
Authorities upon request.

The updated Regulation is made available to the Shareholders' Meeting and is published
on the company website at the address https://istituzionale.popso.it/en/investor-

relations/shareholders-meeting.

The system of internal controls

Third-level controls pursue the objective of assessing the functionality of the overall
internal control system in order to ensure the effectiveness and efficiency of business processes,
including information systems. The structure in charge of these checks is the Internal Audit
Function, an autonomous unit that reports directly to the Board of Directors and does not
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assume any operational tasks; this organisational position allows it to operate without any
constraints.

The Audit Unit extends its range of action to the entire perimeter of the Banking Group:
this control activity is in fact performed directly with reference to both the Parent Company and
the Group's Italian legal entities; in addition, process checks, also through the support of the
local homologous function, are carried out with regard to the subsidiary BPS (SUISSE), there
being a connection between the two third-level units from a methodological point of view,
without prejudice to the exercise of governance and policy action by the Parent Company
Function.

Operationally, Internal Audit is responsible for developing a multi-annual audit plan,
submitted periodically to the Administration, and for conducting internal audits in accordance
with these plans, constantly monitoring the status of notes made in the event of any deficiencies
detected. In addition to this, Internal Audit is increasingly involved in corporate projects, in which
the function acts as an internal consultant or as a support to the structures involved. An extended
remit has therefore emerged, which over time, has increasingly encompassed innovative areas
(primarily the IT sector) with the consequent need to maintain and, where necessary, update
skills, methods and supporting tools.

In this sense, Internal Audit, in continuity with what has been developed in recent years,
continued its path of streamlining its organisational processes, in conjunction with the
continuation of training activities aimed at nurturing internal professional skills.

The assessments of the period were carried out in adherence to the programmatic lines of
the 2023-2025 Multi-Year Audit Plan, taking into account a scenario characterised by the need
to guard against certain types of risk emerging or more impacted by the changed external
context. The following are highlighted as the areas most affected by control action: the credit
chain, risk management controls, the corporate business model, business plan monitoring, ESG
impacts and ICT management processes.

Dedicated audits were, as always, carried out on information systems, including those of
other Banking Group companies, with special attention paid to relevant issues such as IT security,
cybercrime and outsourced ICT processes.

The point of view of the “third level” of internal control also plays a central role pursuant
to Legislative Decree No. 231/2001, which is why the Internal Audit participates in the work of
the Supervisory Body established in implementation of the aforementioned Decree, of which the
Manager is also a member. Furthermore, discussions with representatives of the main
Supervisory Authorities continue.

Last but not least, the traditional checks on the operations of the sales network and central
units, aimed at ascertaining their operational regularity and compliance with company directives,
should be added to the above.
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HUMAN RESOURCES

It is the qualities of people that
determine the success of any company, from
the largest to the smallest. Banca Popolare
Sondrio can count on resources of absolute
value, working together to achieve its goals
and, if possible, exceed them. Thus, the growth
of the institute is connected with the qualities
of its employees and the company's results are
in essence attributable to all those who work
for it at various levels.

Corporate culture and values represent
an intangible and fragile aspect of human

capital management, and require decisions

aligned with them, to ensure a coherent, recognised and sustainable overall action.
Consequently, projects have been activated in the area of employer branding and for the
ongoing development of professional knowledge and skills, both with a view to providing
employees with the skills they need to perform their duties to the best of their abilities and to
foster their professional growth, and to implement actions aimed at ensuring potential
successors to key roles, in line with the corporate culture, which is the first true beacon guiding
choices within the organisation.

Banking in recent years has to deal with the so-called digital transition, the consequent
evolution of user needs and interest in products and services delivered through digital channels.
These are substantial changes in business models, organisational structures, and the way
products and services are produced and distributed.

In this highly innovative context, it is therefore crucial to maintain the right balance
between automation and human contact. The department in charge of the bank's personnel
management thus works alongside the corporate governance and business structures to support
them in the implementation of the initiatives envisaged by the business plan, in order to
understand their repercussions in terms of the evolution of organisational units, perimeters of
responsibility and skills profiles of professionals working in the organisation or to be sought on
the market.

At the end of 2023, the Bank employed 3,033 persons, up by 117, +4.01%; 72% of them
work in the branch network and the other 28% at the central offices. The average age of
employees, 42 years and 1 month, and the average length of service, 17 years and 7 months,
decreased by 2 months and 3 months, respectively.

As far as staff training is concerned, a total of 2,497 staff members were involved during
the year - through participation in “virtual” classrooms or in presence - for a total of 57,540 man-
hours. Training through multimedia tools instead covered 2,945 employees, totalling 122,990
man-hours.
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As for the issues to which particular attention was paid, the courses relating to sector
regulations, such as anti-money laundering, MiFID Il and IVASS, should be highlighted, as well
as training relating to consultancy on financial investments and insurance intermediation, credit
sector, business crisis, sustainability and ESG factors, data governance and quality, risk culture,
outsourcing, operational continuity and the provision of treasury services.

Multimedia courses mainly covered regulatory aspects such as banking transparency,
privacy, anti-money laundering, unfair commercial practices, administrative liability of banks
(Legislative Decree 231/2001) and digital well-being, as well as cybersecurity, occupational health
and safety, ESG, IVASS and MiFID. 407 new hires followed a dedicated training course, which
dealt with diversified topics such as the discipline of the employment relationship, branch
operations, corporate security, banking regulations and techniques, the commercial offer,
introduction to the credit sector, securities markets, financial consulting and foreign transactions.

In 2023, the organisation of training and orientation traineeships at central offices and
peripheral network reserved for students from technical institutes and universities in the
provinces where the bank operates resumed, an activity that involved 94 young people.

Relations with the Trade Unions continue to be based on reciprocal respect.

PROMOTIONAL AND CULTURAL ACTIVITIES

A territorial bank by origin and by choice, reaffrmed when we became a joint-stock
company, in the year under review, we once again pledged our commitment to enhancing the
characteristics, beauty and traditions of the places where we are present. In this way, we nurture
and strengthen the image and identity of our institution, which has in its dynamic interaction
with the areas served one of its fundamental distinguishing features.

Prominent among the cultural activities is the Newsletter, which is now half a century old,
having started in 1973. It is pleasing to note that the Magazine has retained its initial freshness
over the years and has gradually enriched its content and improved its graphic elegance. We
have honoured the significant anniversary with simplicity, renewing our commitment to ensure
that the publication always contains quality articles on a variety of topics. Several contributions
dealt with the environment and its conservation, a highly topical issue that is much talked about
today, and rightly so. Through the Newsletter we also wanted to contribute to raising awareness
of the serious environmental damage caused by global warming, an issue the whole world is
questioning.

The cultural space of the Financial Statement Report, financial year 2022, of the subsidiary
Banca Popolare di Sondrio (SUISSE) SA of Lugano hosted a rich monograph on the Swiss figure
Henry Dunant, architect of the International Red Cross, first Nobel Peace Prize winner (1901) in
history.

Together with the Municipality of Sondrio and other local entities, we supported a number
of cultural events in the province of Sondrio, including “La Milanesiana” by Elisabetta Sgarbi, an
event held in Sondrio from 1 June to 20 July 2023, and then transferred to Bormio for a week.
On this occasion, well-known personalities spoke, bringing a breath of high knowledge. A special
aspect connected with La Milanesiana in the Upper Valley was the exhibition “Interiors” by artist-
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photographer Chiara Caselli, held at our agency no. 1 in Bormio, where it remained until mid-
September.

Among other things, this bank's support for the successful show “La Vedova allegra” on 13
April 2023 at the Teatro Sociale of Sondrio should be noted. On this occasion, participants were
given an introductory publication by Giovanni Gavazzeni, which we produced, entitled “The
Merry Widow and Her Unbroken Fortune”.

On Saturday 7 October, having joined the cultural festival called “E' cultura” - which
replaced and incorporated “Invito a Palazzo” of previous years - promoted by the ABI and ACRI,
with the participation of the Bank of Italy and IVASS, our bank's HQ and the nearby library owned
by Luigi Credaro were opened to the public in Sondrio. Thanks to guided tours, interested parties
were able to appreciate the works of art housed in the rooms and the library's vast
documentation, including several valuable collections, first and foremost the Vilfredo Pareto
Collection, consisting of 20 original letter books of the economist and sociologist of the past, a
total of nine thousand documents, almost all of them unpublished, and other interesting
correspondence. The event included the “Festival of Creative Culture”, during which, from 9 to
13 October, high school students from schools in the province of Sondrio were entertained on
topics of the circular economy and conscious resource management by experts from the FEduF-
Foundation for Financial and Savings Education.

On 5 December 2023, we organised in Sondrio, in our conference hall, an interesting
meeting - conceived by our associate Arca Fondi SGR - with Professor Carlo Cottarelli, director
of PESES-Programme of Education for Economic and Social Sciences at the Universita Cattolica
del Sacro Cuore. The guest presented the book “Chimeras - Dreams and Failures of the
Economy”, of which he is author.

Among the many interventions in support of environmental and cultural initiatives held in
the territories covered, we would like to mention the adhesion, as main sponsor, to the important
sports event “Valtellina Wine Trail 2023", tenth edition. We financially supported Sondrio Festival,
International Exhibition of Documentaries on Parks, XXXVII edition. Participants at the
inauguration of the eagerly awaited event were presented with our publication "Habitat - Plants,
People and Animals. A right for the environment”. We confirmed our support for the meeting at
the Sala Congressi Bormio Terme, in memory of the 1997 Nobel Prize for Literature “Dario Fo -
Jester of the People”. The event was organised with the collaboration of the Cultural Department
of the Municipality of Bormio.

As a result of the Solidarity Current Account, we allocated sums to AISLA, UNICEF, AVIS,
AIRC and ADMO.
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EXTRAORDINARY TAX CALCULATED ON THE INCREASE IN THE NET
INTEREST INCOME

By Law No. 136 of 9 October 2023, Decree-Law No. 104 of 10 August 2023 was converted,
with amendments. Article 26 of the aforementioned Decree introduces an extraordinary tax
determined by applying a rate equal to 40% on the amount of the net interest income included
in item 30 of the income statement prepared in accordance with the formats approved by the
Bank of Italy relating to the financial year ended 31 December 2023 that exceeds the same
margin by at least 10% in the financial year ended 31 December 2021. The maximum amount of
the tax may not exceed a portion equal to 0.26% of the total amount of risk exposure on an
individual basis (RWA) as at 31 December 2022. The option is given to opt, instead of paying the
tax, for the allocation, upon approval of the financial statements for the year ending 31 December
2023, to a non-distributable reserve, identified for this purpose, of an amount not less than two
and a half times the tax. If it is subsequently resolved to use this reserve for the distribution of
profits, the tax plus interest calculated at the interest rate on deposits with the European Central
Bank must be paid within 30 days of the relevant resolution.

In this regard, the Board of Directors of 10 October 2023 approved the proposal to be
submitted to the Shareholders' Meeting convened to approve the 2023 financial statements to
allocate a portion of the profit of at least 107.059 million to a non-distributable reserve
established pursuant to Article 26 of Decree-Law No. 104 of 10 August 2023, as converted into
Law.

Taking into account the provisions of the rule and the aforementioned decision, no
obligation to pay the tax was determined. Consistent with IFRIC 21, no effect was recognised in
the income statement.

EQUITY

Shareholders’ equity at 31 December 2023, inclusive of valuation reserves and the profit
for the year, amounts to 3,178.642 million. Compared with the total at 31 December 2022 of
2,872.857 million, this represents an increase of 305.785 million, +10.64%. The change essentially
derives positively from the accounting of the profit for the year under review and from the
reduction of the negative valuation reserves and negatively from the distribution of part of the
profit for the 2022 financial year. The Shareholders' Meeting held on 29 April 2023, called to
approve the financial statements for the year 2022 and the allocation of profit, resolved to
distribute a dividend, paid from 24 May 2023, of 0.28 euro for each of the 453,385,777 shares
outstanding as at 31 December 2022.

The share capital, which consists of 453,385,777 ordinary shares without par value, amounts
to 1,360.157 million, unchanged with respect to the comparative period.

The share premiums, equal to 78.949 million, decreased slightly compared to 31 December
2022 for an amount equal to 29 thousand euro, due to negative differences between the
discharge price and the corresponding book value of the shares sold.

The item reserves rose to 1,364.174 million (+6.9%); the increase of 88.003 million resulted
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mainly from the allocation of part of the profit

for the financial year 2022.

The item valuation reserves, represented
by the balance between gains and losses
recorded on assets measured at fair value
through other comprehensive income (FVOCI)
and between actuarial profits and losses on
defined benefit plans for employees, recorded
a reversal of trend with a positive balance of
7.797 million, a clear improvement compared
to the end of 2022, when it was negative for
30.086 million. This effect can be attributed to
the positive trend in the financial markets. It
should be noted that the persistence of high
interest rates had a positive effect on the
reserve for actuarial gains/losses, which from a negative 38.557 million at the end of 2022,
decreased by 4.196 million to 34.361 million. Treasury shares in portfolio amounting to 25.201
million decreased slightly.

With regard to capital adequacy, the harmonised legislation for banks and investment firms
is contained in Regulation (EU) No. 575/2013 (CRR) and in Directive 2013/36/EU (CRD 1V), which
define the general limits on capital ratios, which are equal to 7% for the CET 1 Ratio, 8.50% for
the Tier 1 Capital Ratio and 10.50% for the Total Capital Ratio. The European Central Bank, which
by virtue of its powers, based on the evidence gathered as part of the supervisory review and
evaluation process, has the authority to set customised capital and/or liquidity ratios for each
intermediary subject to Community supervision, with communication dated 15 December 2022
at the conclusion of the annual Supervisory Review and Evaluation Process (SREP) conducted in
2022, sent the bank the decision of the Supervisory Board regarding the minimum coefficients
to be respected on a consolidated basis with effect 1 January 2023.

The minimum capital levels required of our banking Group are:

- a minimum requirement of Common Equity Tier 1 Ratio of 8.50%, calculated as the sum of
the Pillar 1 regulatory minimum requirement (4.50%), the Capital Conservation Buffer
(2.50%), and an additional Pillar 2 requirement (1.50%);

- a minimum requirement of Tier 1 Capital Ratio of 10.50%, calculated as the sum of the Pillar
1 regulatory minimum requirement (6%), the Capital Conservation Buffer (2.50%) and an
additional Pillar 2 requirement (2.00%).

- a minimum requirement of Total Capital Ratio of 13.16%, calculated as the sum of the Pillar
1 regulatory minimum requirement (8%), the Capital Conservation Buffer (2.50%) and an
additional Pillar 2 requirement (2.66%).

While the first two additions are specified by the prudential regulations and are identical
for all banks in a given country, the third is determined by the ECB based on the actual degree
of risk faced by the individual bank. The additional Pillar 2 Requirement (or “P2R2") is 2.66%.
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On 1 December 2023, at the conclusion of the SREP 2023 process, the notification of the
new decision on prudential requirements to be respected on a consolidated basis was received
from the European Central Bank, effective from 1 January 2024. The additional Pillar 2
Requirement (or “"P2R2") is 2.79% (previously 2.66%). The new ratio, to be held in the form of Tier
1 (CET 1) capital for at least 56.25% and Tier 1 capital for at least 75%, includes a quota of 0.04%
as an increase in the second pillar requirement for non-performing exposures. Consequently, the
minimum required Common Equity Tier 1 Ratio is 8.57%, the minimum required Tier 1 Capital
Ratio is 10.59%, and the minimum required Total Capital Ratio is 13.29%.

Since 2017, the ECB has been providing the Bank with “Pillar 2 Guidance”, which acts a
guide to the future evolution of the Group's capital. This latter parameter takes on a confidential
nature and is not subject to disclosure, as it is an element which, even according to the direction
made known by the ECB, does not assume relevance in relation to the determination of
distributable dividends.

Consolidated own funds for Supervisory reporting purposes, including a portion of the
profit as at 31 December 2023, amounted to 4,053.189 million (Phased-in) and 3,998.240 million
(Fully Phased), while consolidated risk-weighted assets amounted to 22,855.292 million.

For completeness of information, it is noted that the Parent Company has decided to make
use of the transitional regime provided for by Regulation (EU) 2020/873 of 24 June 2020 with
reference to the additional adjustments linked to the Covid-19 emergency, which will apply to
the value of the assets CET1 taking into account a decreasing percentage of computability over
time, from 100% in 2020 and 2021, to 75% in 2022, to 50% in 2023, to 25% in 2024, until its total
elimination in 2025.

The requirements referring to the Group as at 31 December 2023 are reported below:

Group's capital ratios Phased-in Fully phased
CET1 Ratio 15.37% 15.13%
Tier1 Capital Ratio 15.37% 15.13%
Total Capital Ratio 17.73% 17.50%

The following ratios of capital (and reserves, including profit for the period) to the principal
balance sheet aggregates are shown with comparative figures at 31 December 2022:
- equity/direct funding from customers: 8.33% compared to 7.53%;
- equity/loans and receivables with customers: 11.78% compared to 10.75%;
- equity/financial assets: 22.83% compared to 21.04%;
- equity/total assets: 6.18% compared to 5.47%;
- net bad loans/equity: 1.80% compared to 4.10%.
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BANCA POPOLARE DI SONDRIO SHARE

The Banca Popolare di Sondrio share, traded on the Euronext Milan market of Borsa
Italiana, part of the FTSE Italia All-Share index, closed the year 2023 with a positive performance
of 55.03%, marking a reference price on 29 December 2023 of 5.86 euro, compared to 3.78 euro
at the end of 2022. The general index Ftse Italia All-Share in the same period recorded an increase
equal to 26.28%, while the sectoral index Ftse Italia All-Share Banks had an increase of 42.32%.

BANCA POPOLARE DI SONDRIO share - Euronext Milan Market of Borsa Italiana

=== Quotation Volumes Source REFINITIV EIKON

The average daily volume of securities traded on the Euronext Milan market of Borsa
Italiana in 2023 was equal to 1.26 million, a significant increase compared to 0.813 million in
2022.

As regards the treasury shares held in ownership, the balance as at 31 December 2023 was
equal to 3,632,633 shares, down by 9,085 shares compared to the end of 2022 as a result of the
assignments carried out in implementation of the Remuneration policies of the Banca Popolare
di Sondrio Banking Group. The book value is 25.201 million.

The shareholder structure as at 31 December 2023 consisted of 148,892 shareholders.
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RATINGS

The solvency of the Banca Popolare di Sondrio Banking Group, detailed in the table below,
has been assessed by the rating agencies Fitch Ratings, DBRS Morningstar and Scope Ratings.

The ratings shown here refer to Fitch Ratings’ decision of 6 July 2023, as well as the
assessments expressed by DBRS Morningstar and Scope Ratings on 13 November 2023 and 14
March 2023, respectively.

FITCH RATINGS - issued on 06/07/2023

RATING
LONG-TERM ISSUER DEFAULT RATING
It is a measure of the probability of default and expresses the Bank's ability to repay medium to long-
term financial commitments. It is expressed on a scale from AAA to D, for a total of 11 levels. BB+
SHORT-TERM ISSUER DEFAULT RATING
It measures the ability of the organisation to which the rating is assigned to meet payments due in
the short term, i.e. within 13 months. The measurement scale includes seven levels (F1, F2, F3, B, C, RD
and D). B
VIABILITY RATING
It aims to assess the bank's intrinsic soundness based on fundamentals and in the absence of external
support. It is expressed on a scale from AAA to D, for a total of 11 levels. bb+
GOVERNMENT SUPPORT
It expresses Fitch's assessment of the possibility of state intervention to support the issuer in a state
of crisis. In the case of eurozone banks, the EU Directive on Bank Recovery and Resolution and the
Single Resolution Mechanism provide a framework for resolution that envisages, if necessary, the No
participation of senior creditors in losses instead of/before a bank receives state support. Support
LONG-TERM DEPOSIT RATING
It is @ measure that expresses the vulnerability to default of uninsured deposits. It is expressed on a
scale similar to that used for the long-term rating (from AAA to D). BBB-

SHORT-TERM DEPOSIT RATING

It is a measure that expresses the vulnerability to default of uninsured deposits maturing in the short
term. It is expressed on a scale similar to that used for the short-term rating (F1, F2, F3, B, C, RD and
D). F3

SENIOR PREFERRED DEBT

It is a measure of the probability of default of Senior Preferred bonds which is expressed using a scale
from AAA to D. BB+

SUBORDINATED DEBT

It is a measure of the probability of default of subordinated bonds that is expressed using a scale from
AAA to D. BB-

OUTLOOK

It is a prospective assessment of the possible evolution of the issuer’s ratings over a period of 1 to 2
years. Stable
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DBRS Morningstar - issued on 13/11/2023

RATING
LONG-TERM ISSUER RATING
It is a measure of the probability of default and expresses the Bank's ability to repay medium to long-
term financial commitments. It is expressed on a scale from AAA to D. BBB (low)
SHORT-TERM ISSUER RATING
It measures the ability of the organisation to which the rating is assigned to meet payments due in R-2
the short term. The measurement scale includes six levels (R-1; R-2; R-3; R-4; R-5 and D). (middle)
INTRINSIC ASSESSMENT
It reflects the opinion of DBRS on the intrinsic fundamentals of the Bank assessed on the basis of
quantitative and qualitative elements. It is expressed on a scale from AAA to CCC. BBB (low)
SUPPORT ASSESSMENT
It reflects DBRS's view on the likelihood and predictability of timely external support for the Bank in
case of need. The measurement scale includes four levels from SA1 (best) to SA4 (worst). sA3
LONG-TERM DEPOSIT RATING
It is a measure that expresses the vulnerability to default of medium/long-term uninsured deposits. It
is expressed on a scale similar to that used for the long-term rating (from AAA to D). BBB
SHORT-TERM DEPOSIT RATING
It is a measure that expresses the vulnerability to default of short-term uninsured deposits.
It is expressed on a scale similar to that used for the short-term rating (R-1; R-2; R-3; R-4; R-5 and D). R-2

(high)

LONG-TERM SENIOR DEBT
It is a measure of the probability of default of Senior Preferred bonds which is expressed using a scale
from AAA to D. BBB (low)
SHORT-TERM DEBT
It is a measure of the probability of default of short-dated bonds that is expressed using a scale from R-2
R-1to D. (middle)
SUBORDINATED DEBT
It is a measure of the probability of default of subordinated bonds that is expressed using a scale from
AAA to D. BB
TREND (outlook)
It is a prospective assessment of the possible evolution of the long-term rating assigned over a period
of 1-2 years. Positive
Scope Ratings - issued on 14/03/2023

RATING
ISSUER RATING
It is a rating on the Bank's ability to meet its financial commitments in a timely and complete manner.
It is expressed on a scale from AAA to D. BBB
OUTLOOK
It is a prospective assessment of the possible evolution of the issuer rating assigned over a period of
12-18 months. Stable
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INCOME STATEMENT

The year 2023 closed with a profit of 392.766 million, an increase of 84.48% compared to
the 212.902 million of the previous year, despite a difficult general context. A record result, which
almost doubled the previous year's result, already one of the best in the bank's more than 150-
year history, and which resulted from the good performance of all revenue components, first and
foremost the dynamics of the net interest income.

The comments on the various items refer to the data shown in the “Summary income
statement” below. Note that they have been reclassified with respect to those shown in the tables
foreseen in Bank of Italy provision No. 262/2005.

Net interest income increased by 45.46%, coming in at 846.889 million compared to
582.209 million. Persistent inflationary pressures and the ECB's restrictive monetary policy kept
interest rates high, thus significantly impacting variable-rate customer loans and new
disbursements. The overall differential between lending and borrowing rates increased
compared to the comparison period.

Interest income showed good growth: from 726.504 to 1,675.704 million, +130.65%. The
increase is primarily attributable to the income from loans to customers, followed by the income
from the securities portfolio relating in particular to index-linked government securities, driven
by the continuation of inflation and the restrictive monetary policies of the ECB; this is followed
by the strong increase in income relating to tax credits acquired connected to D.L. “Cura Italia”
and "Relaunch” for 74.711 million compared to 39.982 million. Interest expense amounted to
825.815 million compared to 144.295 million +474.39%. The considerable amount of funding led
to a substantial increase in cost. Also noteworthy is the massive increase in interest paid on
TLTRO Il refinancing transactions and on repurchase transactions with banks.

Net fee and commission income showed a decent trend, amounting to 345.880 million,
+4.44%. Given the substantial stability of those linked to activity in securities and financial
products, those for guarantees issued, for financing and current accounts, order collection,
abroad, as well as collections and payments, increased significantly. Those related to credit cards
are declining.

Dividends received amounted to 44.070 million compared to 35.543 million, +23.99%; the
distribution of dividends by Factorit SpA, Banca Popolare di Sondrio (SUISSE) SA, Arca Holding
spa and Arca Vita spa is significant.

The result from financial activities, the sum of items 80-90-100 in the income statement,
was a positive 50.999 million compared to 59.823 million -14.75%.

The portfolio of assets held for trading (item 80) generated a positive result of 48.646
million, up 162.75% compared with 18.514 million. Against profits from trading in securities of
2.653 million in the previous year, there were profits of 16.299 million, while exchange gains
decreased from 30.049 million to 28.563 million. The net imbalance between capital gains and
losses on securities was positive for 1.317 million, compared to a negative balance of 17.630
million in the previous year. The result of the derivatives business was positive for 2.380 million,
compared to a negative figure of 0.844 million. Exchange rate differences were slightly positive
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and decreased from 4.286 million to 0.087 million.

Item 90 - net result of hedging activities was a negative 55 thousand euro and relates to
fixed-rate hedging transactions on loans to customers.

The profit/loss on sale/repurchase (line item 100), reclassified, was positive for 2.408 million
compared with 41.341 million. This amount of the year does not include 4.157 million of net
profits from the sale of NPL loans, which were reclassified to adjustments to loans and financial
assets. Its breakdown, as required by IFRS 9, is as follows: result from financial assets measured
at amortised cost 3.488 million; financial assets measured at fair value through other
comprehensive income -1.166 million; financial liabilities +0.087 million; in the comparative
period, there had been substantial sales of government bonds recognised in financial assets at
amortised cost for which capital gains had been realised.

The net result of other assets and liabilities measured at fair value through profit or loss
(item 110) was positive for 5.621 million compared to a negative one for 66.300 million, which
included losses of approximately 51 million largely attributable to depreciations of securities
funds; while the negative amount of 0.682 million, compared to an always negative figure of
10.460 million, refers to loans to customers.

The net banking income stood at 1,293.459 million, +37.24%, reflecting the good
performance of the “"core” activity, net interest income, operations in securities, but also the
discreet increase in commissions. Within this aggregate, the weighting of net interest income
was 65.47% compared with 61.77%.

The uncertainties of the international geopolitical context and the persistence of cyclical
weakness made it advisable to maintain a solid level of coverage and a prudent provisioning
policy. It all resulted in an increase in the adjustments/write-backs for credit risk on the exposures
to customers, banks and securities, of 209.814 million, compared with 175.228 million, +19.74%.
During the year, a massive sale of NPL loans called POP NPLS 2023 and a number of Single Name
disposals were finalised, with a reclassification of net profits on disposals of 4.157 million, and
provisions for guarantees and commitments of 33.226 million were recognised, compared to
19.868 million. The finalisation of the NPL loan disposal transactions is in line with the Bank's
policy on the reduction of NPL loans and responds to the ECB's recommendations.

In its components, the sub-item “adjustments to financial assets measured at amortised
cost”, which come from exposures to customers and banks in the form of loans and securities,
reclassified for the above losses from the sale, amounted to 183.485 million, +15.72% compared
with 158.565 million; net of provisions and net write-backs on securities and banks for modest
amounts refers to loans to customers. There was a slowdown in the dynamics of non-performing
loans and, albeit slight, also in the default rate to be linked also to the various initiatives that the
Bank has implemented both to improve credit quality and to refine the processes for assessing
the loans themselves, in particular those entered under bad debts, unlikely to pay, past due
receivables, determined according to supervisory regulations, in addition to those relating to
performing positions.

Sub-item 130b relating to financial assets valued at fair value through comprehensive
income was positive by 0.347 million against a negative figure of 0.360 million.
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KEY FIGURES OF THE INCOME STATEMENT

Absolute

(thousands of euro) 31/12/2023 31/12/2022 changes Changes %
Net interest income 846,889 582,209 264,680 45.46%
Dividends 44,070 35,543 8,527 23.99%
Net fee and commission income 345,880 331,191 14,689 4.44%
Result of financial activities [a] 50,999 59,823 -8,824 -14.75%
IF:{\(-;_SI,_:IE [obf]other financial assets and liabilities measured at 5621 66,300 71.921 na.
of which LOANS -682 -10,460 9,778 n.a.
of which OTHER 6,303 -55,840 62,143 n.a.
Total income 1,293,459 942,466 350,993 37.24%
Net adjustments [c] -209,814 -175,228 -34,586 19.74%
Net financial income 1,083,645 767,238 316,407 41.24%
Personnel expenses [d] -221,315 -202,358 -18,957 9.37%
Other administrative expenses [e] -249,148 -222,876 -26,272 11.79%
Other operating income/expense [d] 69,180 59,451 9,729 16.36%
Net accruals to provisions for risks and charges [f] -22,542 -10,660 -11,882 111.47%
Adjustments t.o property, equipment and investment 52,836 47,046 5790 12.31%
property and intangible assets
Operating costs -476,661 -423,489 -53,172 12.56%
Operating profit (loss) 606,984 343,749 263,235 76.58%
Charges for stabilising the banking system [e] -38,854 -45,878 7,024 -15.31%
il:llszsgt?;r;snigosses) on equity investments and other 513 1,149 1662 na.
Profit (loss) before tax 567,617 299,020 268,597 89.83%
Income taxes -174,851 -86,118 -88,733 103.04%
Profit (loss) 392,766 212,902 179,864 84.48%
Notes:

[a] The result of financial activities is made up of the sum of items 80 - 90 - 100 in the income statement;

[b] The result of other financial assets measured at FVTPL is comprised in item 110 of the income statement;

[c] Net adjustments consist of the sum of items 130 - 140 - 170 a) in the income statement including the gains on disposals of 4.157 million euro;

[d] Personnel expenses and other operating income have been stated net of the income generated by the post-employment benefits fund of 7.226
million euro;

[e] Charges for stabilising the banking system have been separated from other administrative expenses and presented separately;

[f] Net allocations to provisions for risks and charges refer to item 170 b).

The estimate of expected losses on performing loans is determined in accordance with the
requirements of IFRS 9, using modelling that adopts different macro-scenarios for calculation
purposes. To supplement the outcomes of the ECL estimation models, in continuity with as was
done in the 2022 financial statements, management overlays of approximately 112 million were
introduced and taken to the income statement.

Line item 140, comprising the gains/losses on contractual amendments to cash flows not
resulting in derecognition, shows gains for the period of 6.550 million compared with profits of
3.565 million.
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As already reported, a provision for commitments and guarantees given of 33.226 million
was recognised, compared to provisions for 19.868 million in the comparison period.

The ratio of net adjustments to customer loans/total customer loans, which is defined as
the cost of credit, increased from 0.65% to 0.78%.

Financial income has therefore increased from 767.238 million to 1,083.645 million,
+41.24%.

Although efforts dedicated to improving the efficiency of structures and containing
expenses continued, operating costs increased significantly to 476.661 million compared to
423.489 million, +12.56%. The ratio of operating costs to income from banking activities,
otherwise known as the cost/income ratio, has fallen to 36.85%, from 44.93% in the prior year,
while the ratio of operating costs to total assets eased to 0.93% from 0.81%. As for the individual
components, administrative expenses, normalised with the exclusion of the provision of the
proceeds of the pension fund that have a balancing entry of the same amount in the other
operating expenses/income, amounted to 470.463 million, +10.64%; of these, personnel
expenses went from 202.358 to 221.315 million, +9.37%, mainly due to contractual adjustments
and the increase in personnel due to the new hirings of the period, while other administrative
expenses rose from 222.876 to 249.148 million, +11.79%. Of note are the increases in expenses
for electricity, water and heating, consultancy, rental and maintenance of hardware and software,
for the use of interbank networks, IT costs, maintenance of tangible assets, taxes and fees for
information and inspections; decreases in legal costs, and for services rendered by third parties.

The item “net provisions for risks and charges” reflect releases of 22.542 million compared
with an allocation of 10.660 million.

The depreciation of property, equipment and investment property and the amortisation of
software amounted to 52.836 million compared with 47.046 million.

Other income, stated after the above mentioned reclassification and net of other operating
expenses, amounted to 69.180 million, +16.36%.

Charges for stabilising the banking system, shown separately, amounted to 38.854 million,
compared to 45.878 million, -15.31%.

The aggregate gains/losses on equity investments and other investments showed a
negative balance of 0.513 million compared to a positive one of 1.149 million; imbalance
between the write-down of Pirovano Stelvio spa for 0.502 million, the negative result of the fair
value measurement of tangible assets for 0.038 million and a positive amount for 0.027 million
for the sale of goods.

Profit before income taxes therefore totalled 567.617 million, +89.83%. After deducting
income taxes of 174.851 million, up 103.04% on the previous year, the net profit for the year
was 392.766 million, +84.48%.

The tax rate, understood as the simple ratio between income taxes and pre-tax result, stood
at 30.80% compared to 28.80%.
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2023 NON-FINANCIAL REPORT PURSUANT TO LEGISLATIVE DECREE
254/16
The "Non-Financial Report” for financial year 2023, prepared pursuant to Legislative Decree

254/2016, is made available to the Shareholders' Meeting of 27 April 2024 and is available on
the company website at the address https://istituzionale.popso.it/en/investor-

relations/shareholders-meeting.

SIGNIFICANT SUBSEQUENT EVENTS

The following information on significant events that have taken place subsequent to year
end is provided in accordance with regulatory requirements.

On 15 January 2024, the bank successfully placed a new covered bond issue with
institutional investors for a benchmark amount of 500 million and a maturity of 5.5 years. The
placement was carried out as part of the five billion covered bond programme, backed entirely
by residential mortgages.

On 26 February 2023, the primary rating agency S&P Global Ratings, formerly known as
Standard & Poor's, at the conclusion of its evaluation process, assigned for the first time a rating
on the creditworthiness of Banca Popolare di Sondrio, attributing, as far as long-term reliability
is concerned, the investment grade level "BBB-", with “Stable” Outlook. The positive ratings
reflect in particular the bank's commercial strength, profitability, asset quality and solid funding
and liquidity position.

Following the quarterly review of the constituents of the Borsa Italiana FTSE MIB index, as
of Monday 18 March 2024, the Banca Popolare di Sondrio share will become part of the Borsa
[taliana main FTSE MIB index, which measures the performance of a basket of 40 Italian equities
selected on the basis of liquidity and free float-adjusted market capitalisation. The entry of the
share in the prestigious stock exchange index is the completion of a long path of growth that
began with the listing of our company shares on the third market in the early 1980s, then on the
Mercato Ristretto in 1991, followed by the Mercato Expandi in 2003, and finally on the MTA
market of Borsa Italiana, now Euronext Milan, in June 2009.

In the period between 31 December 2023 and the date of approval of this report, no
significant events have taken place that might have a material impact on the figures presented
here.
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OUTLOOK FOR OPERATIONS

Forecasts for the Italian economy are for moderate growth, at last year's levels, despite a
complicated geopolitical framework marked by uncertainties, especially in relation to the
ongoing conflicts in Ukraine and the Middle East. As far as monetary policy is concerned, the
reversal seems destined to materialise in the course of the year, with the ECB gradually reducing
its key interest rates. Net interest income, therefore, should still contribute significantly to core
profitability, which will also continue to benefit from the favourable trend of the commission
component. In terms of asset quality, credit positions will continue to be carefully managed and
high coverage levels will be maintained; even in a context of a possible increase in the decay
rate, the cost of credit risk is not expected to rise. Operational efficiency is set to remain high,
also due to the lack of contributions to the Single Resolution Fund for the stabilisation of the
banking system, whose predetermined endowment has been reached. In light of the above, it is
reasonable to assume that the targets of the 2022-2025 Next Step Plan will also be exceeded in
2024, with profitability hopefully remaining on track.

* k %k
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The 2023 financial statements, comprising the balance sheet, the income statement and

the attachments forming an integral part of these documents, are presented for your

examination and approval. These financial statements, which show a profit for the year of

392,765,866 euro, have been audited by EY SpA.

BALANCE SHEET

Total assets € 51,391,280,610
Liabilities € 48,212,638,629
Valuation reserves € 7,796,519
Share capital € 1,360,157,331
Share premium accounts € 78,949,045
Treasury shares € -25,201,067
Reserves € 1,364,174,287
:’;)rt::]gaybeig:ies and shareholders' equity excluding net profit € 50998514744
Profit for the year € 392,765,866

ALLOCATION OF PROFIT FOR THE YEAR

In line with legal requirements and the articles of association, we propose the following

allocation of profit for the year:

- to shareholders 0.56 euro per share

253,896,035.12

- to the reserve for donations € 500,000.00
- to the unavailable reserve under Legislative Decree 38/2005 (Art. 6(1)(a)) € 12,927,430.14
- to the non-distributable reserve D.L. 10 August 2023 No. 104 Art. 26 para. 5 bis
107 .
converted by Law No. 136 of 9 October 2023 € 07,060,000.00
- to the extraordinary reserve € 18,382,400.74
Total € 392,765,866.00
EQUITY
If you concur with our proposals, equity will be made up as follows:

- Valuation reserves € 7,796,519
- Capital — 453,385,777 shares € 1,360,157,331
- Share premium accounts € 78,949,045
- Treasury shares € -25,201,067
- Reserves € 1,502,544,118
Total € 2,924,245,946
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Shareholders,

It is pleasing to note that the financial year 2023 was a satisfying one, and among other
things showed the highest profit ever, the result of shrewd operational choices, commitment and
the proximity of various parties, to whom we wish to address a thought of heartfelt gratitude.

We would like to thank the customers who have placed their trust in us, channelling work
and enabling us to strengthen the company's solidity. For our part, we have endeavoured to
offer them state-of-the-art products and services on competitive terms, in our mutual interest
and - we believe - to our mutual satisfaction.

Similarly, we are grateful to our Shareholders - many of whom are also customers - who
have closely followed the bank's work. We willingly analysed their advice and ideas.

We would like to thank the members of the Board of Statutory Auditors for their
seriousness in carrying out their delicate tasks, for their usual prudence and wisdom.

We are grateful to the corporate bodies and staff of our subsidiaries Banca Popolare di
Sondrio (SUISSE) SA, Factorit spa and BNT-Banca della Nuova Terra spa, who have worked well,
actively contributing to the excellent results of the Group.

A grateful thought goes to the corporate bodies and staff of the lItalian Banking
Association, the National Association of Cooperative Banks and the Italian and foreign
correspondent banks.

We express our esteem and gratitude to the Representatives of the European Central Bank,
the influential President Advocate Christine Lagarde and Andrea Enria, President of the ECB
Banking Supervision.

We thank the representatives of the Bank of Italy, from the Governor Fabio Panetta, who
took over from Ignazio Visco in November 2023, to whom we are also grateful for what he has
done, to the Members of the Directorate, to the Head of Supervision and collaborators, to the
General Officials, to the Directors of the branches and offices located in the provinces where we
are located.

We address similar thanks, for the appreciated cooperation received, to the Managers and
Personnel of Consob and Borsa Italiana, who oversee Euronext Milan where our stock is traded,
which became part of the FTSE MIB index on 18 March 2024.

We would like to thank the FINMA-Swiss Financial Market Supervisory Authority in Berne,
which carefully supervised the work of our subsidiary BPS (SUISSE) SA in Lugano, and the
supervisory body of the Banque de France, to whose control the foreign branch of SUISSE in
Monaco is subject, a dependency located in the Principality of the same name.

We express our thoughts of gratitude to our employees for their commitment to their
assigned tasks, demonstrating corporate attachment.

On the subject of employees, we address a special "thank you” to those who left us during
the period under review to retire. These are: Giovanni Ruffini, deputy general manager, who - we
emphasise with pleasure - in his long tenure with the company has contributed in no small
measure to its development and important territorial expansion; Alfio Bordoli, Maurizio
Casapollo, Alberto Cattaneo, Franco De Maestri, Giovanni Della Bona, Carlo Andrea Ferrari,
Virginio Ferrario, Lorenzo Foppoli, Claudio Gesmundo, Guido Samuele Greppi, Ewald Kiem,
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Antonio Martinelli, Claudio Martinelli, Stefano Moriconi, Dario Oliva, Roberto Pesca, Teodoro
Pietroboni, Riccardo Redaelli, Francesco Sabbadini, Michele Schiavone, Nando Simonini,
Gianenrico Travi, Enrico Trussoni.

We extend to each and every one of them our best wishes for a long, peaceful retirement
among their dearest affections, trusting that they will always keep a good memory of Banca
Popolare di Sondrio, where they spent part of their lives.

If we have omitted, even if unintentionally, to mention someone who, in the reference
period, has been close to us with ideas, proposals or other, we apologise. It goes without saying
that our heartfelt thanks go to them too.
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Shareholders,

in submitting the financial statements for the year 2023 to your judgment - referred to in
point 1) of the agenda of today's Ordinary Shareholders' Meeting - the directors invite the
Shareholders' Meeting to assume - having read the report of the Board of Statutory Auditors
and that of the review - the following resolutions:

Point 1) on the agenda: Financial Statements at 31 December 2023:

letter a) Presentation of the financial statements at 31 December 2023: Directors' report
on operations; report of the Board of Statutory Auditors; related and consequent resolutions;
presentation of the consolidated financial statements at 31 December 2023.

“The Ordinary Shareholders’ Meeting of Banca Popolare di Sondrio, held today, having
heard the directors’ report on operations during 2023; having noted the report of the Board of
Statutory Auditors and that of the Independent Auditors; having taken as read the balance sheet,
the income statement, the explanatory notes and, in addition, the financial statements of the
subsidiary and associated companies,

approves:

- the directors’ report on operations;

- the financial statements at 31 December 2023 in the results shown in the balance sheet
and income statement and the related notes; financial statements that show a profit for
the year of 392,765,866 euro;

acknowledges:

- the consolidated financial statements at 31 December 2023".

letter b) Allocation of the profit for the financial year 2023 and distribution of the dividend;
related and consequent resolutions.

Shareholders,

In submitting the allocation of profit for the financial year 2023 and the distribution of the
dividend for your consideration, we hereby state that the Bank has earned, on an individual basis,
a net profit of 392,765,866 euro for the financial year 2023, which we propose to allocate as
follows:

a)  to Shareholders a dividend per share of 0.56 euro for each of the
shares outstanding as of 31/12/2023 and with dividend rights
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as of 01/01/2023, for a total amount of 253,896,035.12 euro;
b)  to allocate the residual profit:
- to the charity fund 500,000.00 euro;
- to the unavailable reserve
pursuant to Legislative Decree 38/2005 (Art. 6.1.a) 12,927,430.14 euro;

- to the non-distributable reserve D.L. 10 August 2023 No. 104

article 26 paragraph 5-bis converted by Law

of 9 October 2023 No. 136 107,060,000.00 euro;
- to the extraordinary reserve 18,382,400.74 euro

In this regard, it should be noted that the Bank, pursuant to Article 2430 of the Italian Civil
Code, has not deemed it necessary to make allocations to the legal reserve, as the latter has
reached a consistency of more than one-fifth of the share capital.

The administration therefore invites the Shareholders' Meeting to adopt the following
resolutions - having read the report of the Board of Statutory Auditors and that of the
Independent Auditors:

“The Ordinary Shareholders' Meeting of Banca Popolare di Sondrio, convened today,
having recalled the resolutions taken at the time of approval of the financial statements at 31
December 2023, having heard the report on the proposed allocation of the profit for the year;
having acknowledged the report of the Board of Statutory Auditors and that of the Independent
Auditors,

approves:

the allocation of the profit for the year of 392,765,866 euro, as proposed by the Board of
Directors in accordance with the provisions of the Law and the Articles of Association, and more
specifically resolves:
a) todetermine as 0.56 euro the dividend to be assigned to each

of the 453,385,777 shares in circulation as of 31/12/2023 and

with dividend rights as of 1/1/2023, with transfer to the

extraordinary reserve of the amount of dividends from treasury

shares possibly in existence on the working day before the

ex-dividend date, for a total amount of 253,896,035.12 euro;
b) to allocate the residual profit:
- to the charity fund 500,000.00 euro;
- to the unavailable reserve
pursuant to Legislative Decree 38/2005 (Art. 6.1.a) 12,927,430.14 euro;

- to the non-distributable reserve D.L. 10 August 2023 No. 104
article 26 paragraph 5-bis converted by Law
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of 9 October 2023 No. 136 107,060,000.00 euro;
- to the extraordinary reserve 18,382,400.74 euro.”

In accordance with the Stock Exchange calendar, the dividend will be paid from 22 May
2024, going ex-coupon No. 46 on 20 May 2024.

Point 2) on the agenda: Resolutions on remuneration matters:
a)  Annual report on remuneration policy and compensation paid:
al) approval of the 2024 Remuneration Policies of the Banca Popolare di Sondrio
Banking Group;
a2) approval by non-binding resolution of the remuneration paid in the financial year
2023;
b)  Approval of the 2024 Share-based Remuneration Plan, pursuant to art. 114-bis of
Legislative Decree 58/98 (Consolidated Finance Act);

letter a) Annual report on remuneration policy and compensation paid:

al) approval of the 2024 Remuneration Policies of the Banca Popolare di Sondrio Banking
Group;

a2) approval by non-binding resolution of the remuneration paid in the financial year 2023;

Shareholders,

The Board of Directors, in compliance with the provisions of Bank of Italy Circular No. 285
of 17 December 2013 on "Remuneration and Incentive Policies and Practices” (Part One, Title IV,
Chapter 2), Article 123-ter of Legislative Decree No. 58 of 24 February 1998 (Consolidated
Finance Act), and article 16 of the Articles of Association, submits for your approval the “Annual
report on the remuneration policy and compensation paid”, which has been made available in
accordance with the law, in particular by means of publication on the corporate website at the
address  https://istituzionale.popso.it/en/investor-relations/shareholders-meeting and s
annexed to the file containing the draft of the Annual Financial Report.

The Annual report on remuneration policy and compensation paid is composed as follows:

- the first section contains an illustration of the 2024 Remuneration Policies of the Banca
Popolare di Sondrio Banking Group and the procedures used for the adoption and
implementation of such policies. The first section is submitted to the Meeting for approval
with a binding vote;

- the second section illustrates with charts and tables, in the form required and with
reference to the positions involved by the regulations, the compensation paid during the
year concerned. This second section is submitted to the Meeting for approval by a non-
binding vote.

In the context of this agenda item, the Shareholders' Meeting will therefore proceed to
two separate votes on items a1) and a2), the first of a binding nature and the second of a non-
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binding nature.

Without prejudice to the reference to the “Annual report on remuneration policy and
compensation paid”, it should be noted that the Remuneration Policies of the Banca Popolare di
Sondrio Banking Group, insisting in the wake of the meritocratic and strongly collaborative
culture that has always been present in the Group, contribute to incentivising behaviour
consistent with the guidelines defined in the Business Plan, strengthening the existing
mechanisms of management accountability and transparency towards investors and the markets.

The novelties introduced in the Policies are also aimed at ensuring full consistency with the
evolving regulatory context, with the expectations of the Supervisory Authorities and
shareholders.

The main innovations for 2024 concern:

1. the evolution and sophistication of the set of KPIs - quantitative and objective metrics -
considered in the determination of variable remuneration through:

a. an in-depth revision of the commercial budget structure, i.e. the objectives of the

Network:

i. the introduction of new areas of analysis in light of the bank's renewed strategic

priorities and the consequent refinement of the targets submitted and monitored;

ii. the sophistication of the methods of measuring business performance and
translating it into summary scores and evaluations, functional to a greater “slope”
of the correlation curves between results achieved and variable remuneration;

b. the evolution of sustainability (ESG) objectives, through:

i. the renewed outline of short-term objectives, in light of the medium-term strategy
(2025) and the results achieved in 2023;

ii. the introduction of quantitative targets within the commercial budget, in
anticipation of the future inclusion of specific de-carbonisation targets compatible
with the Net-Zero Banking Alliance (NZBA) frameworks;

2. the selection of short-term performance metrics for 2024, consistent with the objectives
set out in the "Next Step” Business Plan 2022 — 2025 (expected results and timing);

3. the updating and strengthening of risk adjustments - in addition to the entry gates and
regulatory malus and claw-back clauses already envisaged - aimed at discouraging an
increase in performance achieved through excessive risk-taking, by aligning them with the
metrics set out in the Group's most recent Risk Appetite Framework and with the Group's
objectives, from time to time, of strengthening its capital, liquidity and governance
structure;

4.  the revision of the relative weight given to the different categories of indicators
constituting the most relevant staff objective sheets, i.e. quantitative economic-financial,
ESG and qualitative. In particular, we note the increase in the relative weight given to ESG
objectives in the calculation of the level of performance achieved in order to support the
Group's commitment in this area, by means of:

a. doubling the weight of ESG targets from 5% to 10%;

b. the consequent reduction in the weight of quantitative economic and financial indicators
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(with reference to Group metrics);

5.  the confirmed - in continuity with the 2023 Policies - ex ante definition of the levels at
which the variable components of the remuneration of top management will stand as a
function of performance (reward), in particular in the case of achieving the targets of the
Business Plan or overperformance thereof;

6.  thesignificant increase in the level of disclosure of the annual report on remuneration paid
in 2023 [see Section Il], consistent with the provisions of the 2023 Remuneration Policies,
through, inter alia:

a. summary of the target sheets for performance evaluation;

b. an indication of the results achieved (aggregate performance levels and breakdown by

type of indicator under consideration, including ESG indicators) and, consequently, the

proposed variable remuneration;

c. an estimate of the additional remuneration to be paid to senior figures with reference to

the long-term bonus system, assuming that the reference targets are achieved or

exceeded.

The interventions described were carried out in such a way as not to add to the Group's
current overall cost structure, even in order to preserve one of the main competitive advantages,
namely the high levels of staff productivity, referred to in the Business Plan.

Shareholders,

The supervisory instructions on compensation policies and practices require the
information provided to the Shareholders’ Meeting about the compensation and incentive
systems and practices adopted to be consistent with that supplied to the public on the website.

This Disclosure is attached to the Annual report on remuneration policy and compensation
paid and contains the information and data required by the current Supervisory Provisions for
Banks, Title IV, Chapter 2, Section VI.

Shareholders,

On its part, the Remuneration Committee has fulfilled the tasks entrusted to it by
legislation and the specific Regulations approved by the Board of Directors. In carrying out its
work the Committee met 5 times in 2023 and has, in particular, served in an advisory role, making
proposals to the Board of Directors. It has monitored correct application of the rules relating to
the remuneration of those in charge of internal control functions.

The Remuneration Committee has implemented the following main activities:

- explained its activities to the Board of Directors and the Shareholders’ Meeting in the
report approved at the meeting held on 13 March 2023;

- after having carried out, with the aid of the competent corporate functions and external
consultants, an in-depth analysis of the Remuneration Policies of the Banca Popolare di
Sondrio Banking Group aimed at reviewing its structure with a view to overall
strengthening and alignment with the best market practices, it acted as a proposing
function for the adoption by the Board of Directors of both the Report on Remuneration
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Policy and Compensation Paid pursuant to Article 123-ter of Legislative Decree 58/98 (
Consolidated Finance Act), which was then approved by the Shareholders' Meeting, and
the 2023 Remuneration Plan based on financial instruments and the Long-term
Remuneration Plan based on financial instruments, also approved by the Shareholders'
Meeting;

- carried out, with the help of a qualified external consultant, a benchmarking analysis of the
remuneration provided for by the bank for the members of the Board of Directors and,
also in light of the results of this analysis, acted in favour of the Board of Directors with
regard to the formulation to the Shareholders' Meeting of the proposal regarding the
annual remuneration of the Board of Directors;

- examined and explored the analysis prepared by the competent corporate functions on
the gender neutrality of the remuneration Policies and audited the gender pay gap and its
evolution over time. This analysis was then submitted to the Board of Directors;

- subsequent to approval of the Remuneration Policies by the Shareholders’ Meeting, the
Remuneration Committee presented, also taking into account the benchmarking analysis
carried out with a qualified external consultant, proposals for the remuneration of directors
with specific responsibilities;

- proposed criteria and parameters to the Board of Directors for the recognition to key
employees of variable remuneration linked to the economic-financial, qualitative and
functional objectives specified in the Remuneration Policies;

- submitted to the Board of Directors, based on the shareholders' resolution of 29 April 2023,
the proposal for the remuneration of the members of the Sustainability Committee set up
during the year. It also proposed the remuneration for the members of the ad hoc
Committee established - as part of the process aimed at submitting to the Shareholders'
Meeting a list of the Board of Directors for the renewal of one-third of its members - with
the task of defining the list of candidates suitable for assuming the role of director of the
bank to be submitted to the Board for consideration;

- formulated proposals concerning the remuneration of the most relevant staff and,
moreover, of the heads of the main business lines and corporate functions, of the most
senior staff in control functions, of those who report directly to the Board of Directors and
the Board of Statutory Auditors and assessed the achievement of the objectives to which
the payment of the variable part of the remuneration is linked.

The Remuneration Committee has found no anomalies in the application of the

Remuneration Policies during the exercise of its functions.
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Shareholders,
Having regard for the above, the Board of Directors invites the Shareholders’ Meeting to
adopt the following resolutions:

on point 2 a1) on the agenda:

“The Ordinary Shareholders' Meeting of Banca Popolare di Sondrio, convened today,
having examined the “Annual report on remuneration policy and compensation paid” and, in
particular, the first section on the 2024 Remuneration Policies of the Banca Popolare di Sondrio
Banking Group:

hereby resolves

to approve, with a binding vote, the 2024 Remuneration Policies of the Banca Popolare di
Sondrio Banking Group contained in the first section of the Annual report on remuneration policy
and compensation paid

and takes note

of the Report to the public required by the supervisory regulations on remuneration and
incentive Policies and practices contained in the annex to the Annual report on remuneration
policy and compensation paid, as well as the information received on the activity carried out by
the Remuneration Committee”.

on point 2 a2) on the agenda:

“The Ordinary Shareholders' Meeting of Banca Popolare di Sondrio, met today and
examined the "Annual report on remuneration policy and compensation paid” and, in particular,
the second section on compensation paid in the year 2023:

hereby resolves

to approve, by non-binding vote, the second section of the Annual report on remuneration
policy and compensation paid for 2023".

letter b) Approval of the 2024 Remuneration Plan based on financial instruments, pursuant
to article 114-bis of Legislative Decree No. 58/98 (Consolidated Finance Act).
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Shareholders,

We submit for your approval the 2024 Share-based Remuneration Plan, pursuant to article
114-bis of Legislative Decree No. 58/98 (Consolidated Finance Act).

Such Plan is set out in the Information Document relating to the 2024 Share-based
Remuneration Plan, which has been made available in the manner required by law, in particular
by publication on the Company's website at https://istituzionale.popso.it/en/investor-
relations/shareholders-meeting and is annexed to the file containing the draft Annual Financial
Report.

As indicated in the Information Document, the Plan identifies as beneficiaries the Chief
Executive Officer and General Manager, the executives with strategic responsibilities of Banca
Popolare di Sondrio, as well as other employees of the Banca Popolare di Sondrio Banking Group
identified as “key personnel”.

The implementation period of the Plan is between 2024 and 2030 (period of the last
deferred remuneration payment).

Shareholders,

Having regard for the above, the Board of Directors invites the Shareholders’ Meeting to
adopt the following resolution:

“The Ordinary Shareholders' Meeting of Banca Popolare di Sondrio, met today, having
examined the explanatory report and the Information Document relating to the 2024 Share-
based Remuneration Plan:

hereby resolves

- to approve the 2024 Share-based Remuneration Plan, pursuant to article 114-bis of
Legislative Decree 58/98 (Consolidated Finance Act), as described in the aforesaid
Information Document on the 2024 Share-based Remuneration Plan;

- to attribute to the Board of Directors, with the right to sub-delegate, all the powers
necessary for the concrete implementation of the aforesaid Plan, to be exercised in
compliance with the relevant Information Document”.

Point 3) on the agenda: Resolutions concerning treasury shares:

a)  Authorisation to purchase and sell treasury shares pursuant to art. 8 of the Articles of
Association and articles 2357 and 2357-ter of the Italian Civil Code, art. 132 of Legislative
Decree 58/98 (Consolidated Finance Act), and Article 144-bis of Regulation No. 11971
approved by Consob resolution of 14 May 1999;

b)  Authorisation for the use of treasury shares already held in service of the 2024 Share-based
Remuneration Plan, pursuant to article 114-bis of Legislative Decree 58/98 (Consolidated
Finance Act);

letter a) Authorisation to purchase and sell treasury shares pursuant to art. 8 of the Articles
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of Association and articles 2357 and 2357-ter of the Italian Civil Code, art. 132 of Legislative
Decree 58/98 ( Consolidated Finance Act), and Article 144-bis of Regulation No. 11971 approved
by Consob resolution of 14 May 1999;

Shareholders,
Art. 8 of the Articles of Association states that: “The Company may, within the limits and in
the forms provided for by the provisions in force, purchase and sell treasury shares”.

This matter is governed by the Italian Civil Code, in particular articles 2357 et seq., article
132 of Legislative Decree 58/98 (Consolidated Finance Act) and Regulation No. 11971 approved
by Consob resolution of 14 May 1999, as amended (“Issuers' Regulation”), as well as articles 77
and 78 of EU Regulation No. 575/2013, as amended. In particular, articles 73, 144-bis and 144-
bis.2 of the Issuers’ Regulation establish how information should be communicated to the
General Meeting and the procedures for carrying out purchases and sales. The instructions
contained in Regulation (EU) 596/2014 (the Market Abuse Regulation or MAR) are also
applicable. Finally, it is recalled that on the basis of the provisions of IAS 32 “Financial
instruments: presentation in the financial statements and additional information”, paragraph 33,
the shares purchased must be deducted from shareholders' equity.

The proposal is to renew the authorisation granted by the Shareholders’ Meeting of 29
April 2023 to purchase and sell treasury shares, which expired today.

Reasons for requesting authorisation to purchase and/or sell treasury shares

The purchase, trading and sale of treasury shares are intended, and are therefore
appropriate and useful, to create in advance a package of shares available for special transactions
designed to establish forms of partnership or collaboration with other industrial or financial
operators, also active in the core business addressed by the Bank, as well as for small operations
in the market designed to ensure liquidity and stable volumes for trading in the interests of the
shareholders and the Bank, and avoiding uncertainties and unjustified fluctuations in the share
price. In addition, treasury shares may be purchased as a medium/long-term investment or, in
any case, to take advantage of market opportunities whenever appropriate, both in the market
and (solely with regard to disposals) over the counter, or even off market, on condition that
reference is always made to the official listed price. With a view to optimising the capital
structure, treasury shares may also be purchased with a view to capital reductions by cancellation
of the treasury shares acquired, which may be arranged whenever deemed to be in the interests
of the Bank.

104



Z

Maximum number, category and value of the shares for which authorisation is requested

Today, share capital comprises 453,385,777 ordinary shares, all of which carry normal
dividend rights.

In compliance with the limits established by current legislation, the proposed authorisation
concerns the purchase, in one or more tranches, of treasury shares within a maximum amount
of 30,000,000 euro (thirty million) of the reserves which amount to 1,364,174,287 euro (of which
1,263,129,353 euro available), recorded in the financial statements under the Reserves item,
without prejudice to the fact that the number of treasury shares in portfolio must not exceed 2%
of the shares constituting the share capital.

The request for authorisation grants the Board of Directors the right to carry out repeated
purchases and sales (or other forms of assignment) of treasury shares, on multiple occasions and
on a revolving basis, including transactions that only involve a fraction of the maximum
authorised quantity, so that —in all cases and at any time — the sum of the shares to be purchased
and those already held by the Bank does not exceed the limits envisaged by law or by the
Shareholders’ authorisation.

Information for checking compliance with the limits referred to in art. 2357 of the Italian
Civil Code
Purchases cannot be made for amounts that exceed the available reserves reported in the

latest-approved financial statements of the Bank.

In this regard, it is noted that the draft financial statements at 31 December 2023,
submitted for approval at the same Shareholders’ Meeting called to approve this requested
authorisation and assuming such approval is given, report available reserves totalling
1,364,174,287 (of which available 1,263,129,353 euro).

At the time of preparing this report, 15 March 2024, the Bank holds 3,632,633 treasury
shares, representing 0.80% of the share capital, with a carrying amount in terms of reserves
committed of 25,201,067 euro. The subsidiaries hold 36,730 shares in the Company, equal to
0.008% of its share capital.

Given that the treasury shares held cannot, under the proposal made, exceed 2% of the
shares comprising the share capital of the Bank, it is clear that the maximum limit allowed by art.
2357, para.3, of the Italian Civil Code, being 20% of share capital, is not exceeded.

If the shares purchased are sold, it is understood that the proceeds may be used to make
additional purchases until expiry of the Shareholders’ authorisation granted, without prejudice
to the limits and conditions established at the Shareholders’ Meeting.

Duration of the authorisation

The authorisation to purchase and dispose of treasury shares is requested for the period
between the date of this Shareholders’ Meeting called to approve the 2023 financial statements
and the date of the Shareholders’ Meeting called to approve the 2024 financial statements.

The Board of Directors may make the authorised purchases on one or more occasions at
any time during the period indicated above.
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Minimum and maximum fee

Purchase transactions must take place at a price no more than 20% higher than the closing
price recorded in the market session preceding each individual transaction and with the further
limit that, due to the negotiations carried out, the possession of treasury shares in portfolio does
not exceed the limit of 2% of the shares constituting the share capital. Sales must be made at a
price that is not more than 20% lower than the closing price posted at the end of the market day
immediately prior to each transaction.

We also recommend granting authorisation, from the date of this Shareholders’ Meeting
called to approve the 2023 financial statements and until the date of the Shareholders’ Meeting
called to approve the 2024 financial statements, for the disposal pursuant to art. 2357-ter of the
Italian Civil Code, at any time, in whole or in part, on one or more occasions, of the treasury
shares purchased in accordance with this proposed resolution or on the basis of previous
authorisations, for the purposes described above and understood for all intents and purposes to
be repeated here, as well as granting authorisation for the further use of all the treasury shares
purchased in the context of and for the above purposes, in all cases on the terms and conditions
determined by the Board of Directors.

With regard to the sale of treasury shares that may take place outside the regulated market,
the Board of Directors will establish the criteria for determining the relative price and/or the
methods, terms and conditions of use of the treasury shares in portfolio, having regard to the
implementation methods actually used, the performance of share prices on the regulated market
and the best interests of the Bank.

Any cancellations of the treasury shares purchased pursuant to this proposed resolution
or previous authorisation must comply with the law and the articles of association, using the
reserve for treasury shares held to cover any differences between their cancellation value and
the purchase price.

Method for purchasing and selling shares
Pursuant to art. 132 of Legislative Decree No. 58/1998 and articles 144-bis and 144-bis.2
of the Issuers' Regulation, the purchase of treasury shares will be carried out, also in more than

one occasion, according to one or more of the following methods: i) public offer to purchase or
exchange (article 144-bis, paragraph 1, letter a, Issuers' Regulation); ii) in regulated markets
following the operating procedures established in compliance with regulations governing the
organisation and management of those markets, which do not allow proposed purchase trades
to be matched directly with specific proposed sale trades (art. 144-bis, para.l.b, Issuers’
Regulation); iii) by purchasing and selling derivative instruments traded in regulated markets that
envisage physical delivery of the underlying shares, on condition that the regulations governing
the organisation and management of the market establish procedures for the purchase and sale
of the above instruments that do not allow proposed purchase trades to be matched directly
with specific proposed sale trades and that guarantee ready participation by investors in the
trading of the above derivative instruments used for the purchase of treasury shares (art. 144-
bis, para.1.c, Issuers’ Regulation); iv) in the context of systematic internalisation activities that are
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non-discriminatory and envisage the automated and non-discretionary execution of trades on
the basis of predetermined parameters (art. 144-bis, para.1.d-bis, Issuers' Regulation); v) with the
methods established by market practices accepted by Consob pursuant to art. 13 MAR (art. 144-
bis, para.1.d-ter, Issuers’ Regulation); vi) under the conditions indicated in art. 5 MAR (art. 144-
bis, para. 1-bis, Issuers’ Regulation).

With regard to the volume of shares, purchases and sales - the latter if carried out on the
market - shall not exceed 25% of the daily average volume of shares traded on Borsa Italiana
S.p.A.. The average volume is calculated based on the average daily trading volume over the 20
trading days prior to the date of each transaction.

The treasury shares will be sold, on one or more occasions, even before having purchased
the maximum quantity, on the basis and with the timing deemed most appropriate in the
interests of the Bank, using any means considered suitable in relation to the objectives pursued,
including off-market sales, sales of blocks of shares and/or assignments consistent with the
objectives identified above, without prejudice in all cases to compliance with the duration of the
Shareholders’ authorisation, the requirements established for the minimum and maximum fees
and all applicable regulations, as well as what is established in relation to compensation plans
based on financial instruments, article 114-bis of Legislative Decree 58/98 (Consolidated Finance
Act).

Capital reductions by cancellation of the treasury shares acquired or held

Any cancellations of treasury shares will have to take place in compliance with the law and
the articles of association, using the reserve for treasury shares to cover any differences between
their cancellation value and purchase price.

In implementation of above articles of association and in compliance with the relevant
regulations, the Board of Directors recommends that the Shareholders’ Meeting adopt the
following resolution:

“The Ordinary Shareholders’ Meeting of Banca Popolare di Sondrio, held today,

- taking note of the recommendation of the Board of Directors;

- taking note of the current legal requirements and the provisions of the Articles of
Association;

- acknowledging that, today, the Bank holds 3,632,633 treasury shares, representing 0.80%
of share capital, with a carrying amount in terms of reserves committed of 25,201,067 euro,
while subsidiaries hold 36,730 shares representing 0.008% of the share capital of the Bank.

hereby resolves

- to authorise the Board of Directors to purchase and/or dispose of ordinary treasury shares
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and/or to cancel them, pursuant to current legislation and the Articles of Association, for
the period of time between today’s date and the date of the Shareholders’ Meeting called
to approve the 2024 financial statements, on the basis specified below, on condition that
the start of the purchase programme, or its suspension and/or its termination is authorised
by the Board of Directors, with the right to delegate to the Executive Committee, which will
therefore publish the information required pursuant to art. 144-bis, para.3, of the Issuers'
Regulation on the programme start date;

Purchases of treasury shares

purchases may be made up to a maximum amount of 30,000,000 (thirty million) euro
without exceeding the available reserves, on condition in all cases that the number of
treasury shares held never exceeds 2% of the shares representing share capital;

purchase transactions may be made at any time until the date of the Shareholders’ Meeting
called to approve the 2024 financial statements;

the purchase price of the shares must not be more than 20% greater than the official price
for Banca Popolare di Sondrio shares posted by Borsa Italiana S.p.A. at the end of the
market day immediately prior to each transaction;

purchases must be made in one of the ways specified in para.1, letters a), b), c), d-bis), d-
ter), or in para.1-bis of art. 144-bis of Regulation No. 11971 approved by Consob on 14
May 1999, as subsequently amended.

Trading and sale of treasury shares

the treasury shares purchased in execution of this Shareholders’ resolution, as well as those
purchased pursuant to previous Shareholders’ resolutions, may be traded and disposed of
and, therefore, assigned even prior to making the maximum purchase covered by this
requested authorisation, on one or more occasions, in the manner deemed most
appropriate for the reasons expressed in the directors’ report and in the interests of the
Bank;

the disposals or dispositions may be made at any time prior to the Shareholders’ Meeting
called to approve the 2024 financial statements;

the treasury shares purchased may be disposed of, on one or more occasions, even prior
to making the maximum authorised purchase of treasury shares;

the disposals may be made on the basis and with the timing deemed most appropriate in
the interests of the Bank, in any manner considered suitable in relation to the objectives
pursued, without prejudice in all cases to compliance with the authorisation conditions and
the applicable regulations;

the selling price of the shares — if sold in the market — must not be more than 20% lower
than the official price for Banca Popolare di Sondrio shares posted by Borsa Italiana S.p.A.
at the end of the market day immediately prior to each transaction.

Maximum volumes
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o the purchases and sales — in the latter case if made in the market — must not exceed 25%
of the average daily volume of the shares traded on the market run by Borsa Italiana S.p.A.,
calculated with reference to the average daily volume of trades in the 20 trading days prior
to the date of each transaction.

Cancellation of treasury shares

o the treasury shares purchased in execution of this Shareholders’ resolution, as well as those
purchased pursuant to previous Shareholders’ resolutions, may be cancelled on one or
more occasions, in the manner deemed most appropriate for the reasons expressed in the
directors’ report and in the interests of the Bank, without prejudice to compliance with the
regulatory requirements and the Articles of Association, using the reserve for treasury
shares held to cover any differences between their cancellation value and their purchase
price.

- to grant the Board of Directors, and the Managing Director, on its behalf, all powers needed
to implement this resolution, as well as to make any changes to it that might be needed
or suggested by the Supervisory Authorities or those that manage the market.

letter b) Authorisation for the use of treasury shares already held in service of the 2024
Share-based Remuneration Plan, pursuant to article 114-bis of Legislative Decree 58/98
(Consolidated Finance Act).

Shareholders,

the Bank has updated the remuneration policies for 2024 which are submitted to the
approval of the Meeting, to which the 2024 Share-based Remuneration Plan is also submitted,
pursuant to article 114-bis of Legislative Decree 58/98 (Consolidated Finance Act).

Such Plan is set out in the Information Document relating to the 2024 Share-based
Remuneration Plan, which has been made available in the manner required by law, in particular
by publication on the Company's website at https://istituzionale.popso.it/en/investor-
relations/shareholders-meeting and is annexed to the file containing the draft Annual Financial
Report.

Such Plan provides for the recognition of all or part of the variable remuneration to the
persons identified in them through Banca Popolare di Sondrio shares.

In consideration of the theoretical estimates of the needs of such Plan to cover the variable
portion of remuneration to be paid through Banca Popolare di Sondrio shares, equal to a
maximum of 540,000 euro, the granting of an authorisation is submitted to today's Shareholders'
Meeting for approval to the Board of Directors to use Banca Popolare di Sondrio ordinary shares
already held at the date of this resolution up to a maximum total value of 540,000 euro to service
the 2024 Share-based Remuneration Plan. The number of shares used to service the above Plan
shall be determined with reference to the closing price struck on the date on which the Board of
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Directors resolves to assign the variable remuneration.

In this regard, we note that at 31 December 2023 and at today's date, the Bank holds
3,632,633 treasury shares with a book value of 25.201 million euro.

Given the above and in compliance with the relevant laws and provisions of the articles of
association, the Board of Directors invites the Shareholders’ Meeting to adopt the following
resolution:

“The Ordinary Meeting of the Shareholders of Banca Popolare di Sondrio, met today,
having heard the proposal made by the Board of Directors:

hereby resolves

to authorise the Board of Directors to use, up to a maximum total amount of 540,000 euro,
the ordinary shares in Banca Popolare di Sondrio already held by the Bank to service the 2024
Remuneration Plan based on financial instruments during the life of that plan. The number of
shares used to service the above Plan shall be determined with reference to the closing price
struck on the date on which the Board of Directors resolves to assign the variable remuneration.

The Board of Directors, and the Managing Director, on its behalf, is also granted all powers
needed to implement this resolution, as well as to make any changes to it that might be needed
or suggested by the Supervisory Authorities or those that manage the market”.

Point 4) on the agenda: Appointment for the audit of Banca Popolare di Sondrio Spa
accounts for the financial years 2026-2034 and determination of the fee;

Shareholders,

With the approval of the Financial Statements of Banca Popolare di Sondrio spa as at 31
December 2025, the assignment for the legal audit conferred on EY spa by the Shareholders'
Meeting of 29 April 2017 for the nine-year period 2017-2025 will expire.

On the basis of current legislation (European Regulation 537/2014 and Legislative Decree
No. 39/2010, supplemented by Legislative Decree No. 135/2016 that transposed Directive
2014/56/EU), said assignment is not renewable and the new statutory audit assignment must be
entrusted by the Shareholders' Meeting on the basis of a recommendation prepared by the
Board of Statutory Auditors in its capacity as the Internal Control and Audit Committee pursuant
to Art. 19 of Legislative Decree No. 135/2016, formulated following a specific selection procedure
in accordance with the criteria and procedures set forth in Article 16 of European Regulation
537/2014.

In accordance with Art. 16 of EU Regulation 537/2014, this recommendation contains at
least two possible alternatives for conferring and expresses a duly justified preference for one of
them.

Considering the size acquired by the Group, it was decided, in line with the practices
currently in place at the main banks in the system, to proceed, in advance, with the activation of
the procedure for the selection of the statutory auditing company for the 2026-2034 financial
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years.

The early appointment of the auditor allows for a more successful handover between the
outgoing auditor and the new auditor and compliance with the time limits set to safeqguard the
auditor's independence (so-called Cooling-period, pursuant to art. 5 of European Regulation
537/2014).

The Shareholders' Meeting is also called upon to decide on the remuneration of the
Independent Auditors as well as on any criteria for adjusting the fees, which are always subject
to the reasoned proposal of the Board of Statutory Auditors. Pursuant to the provisions of the
aforementioned Article 16 of the European Regulation, since it is a matter of entrusting the legal
audit engagement to a Public Interest Entity (PIE), the proposal formulated by the Board of
Statutory Auditors to be submitted to the Shareholders' Meeting for approval, envisages at least
two possible alternatives for the entrustment of the engagement and indicates the reasoned
preference for one of them.

* k x %
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Recommendation of the Board of Statutory Auditors of Banca Popolare di
Sondrio S.p.A. for the appointment of the statutory audit of accounts for the
period 2026-2034 pursuant to Articles 13, paragraph 1 and 17, paragraph 1 of
Legislative Decree No. 39/2010 and Article 16 of EU Regulation No. 537/2014

Shareholders,

With the approval of the Financial Statements as at 31 December 2025 of Banca Popolare di Sondrio
S.p.A. (“Bank”) by the Shareholders' Meeting of the Bank that will be convened in 2026, will be the
expiry - without the possibility of renewal, as the period provided for in Article 17 paragraph 1 of
Legislative Decree No. 39/2010! will be completed at the end of the financial year 2025 - of the
engagement for the statutory audit conferred (on 29 April 2017) by the same Shareholders' Meeting
on EY S.p.A. (“EY”) for the nine-year period 2017-2025.

The decision to proceed with the early appointment of the Independent Auditors, a common practice
among listed companies, especially large and complex ones, was taken by the Board of Directors,
after consulting the Board of Statutory Auditors, taking into account, first and foremost, the
usefulness of a more organised and planned handover between the outgoing auditor and the new
auditor, the need to comply with the time limits set to safeguard the auditor's independence (so-called
Cooling in period provided for by Article 5 of EU Regulation No. 537/2014%), as well as the need to
allow the appointment process of the auditor to be started also by the other companies of the Group,
considering that, in continuity with the approach already adopted in the past, the Parent Company
prefers the figure of the Group auditor, for greater efficiency of the audit process of the Banca
Popolare di Sondrio Group, given that the company in charge of the legal audit of the consolidated
financial statements is responsible for expressing the opinion on the entire Group. However, the
decision-making autonomy of the competent bodies of the Group companies was ensured.

In view of this, on 10 October 2023, the Bank's Board of Directors approved the Regulations for the
appointment of the Group's statutory auditors, which had previously been examined by the Board of
Statutory Auditors and on whose compliance with the reference standards (Article 16 of European
Regulation No. 537/2014, Articles 13 and 17 of Legislative Decree No. 39/2010 and Article 44 of the
Bank's Articles of Association) the Compliance Function expressed its opinion with endorsement No.
46 of 21 September 2023.

The Bank's Board of Statutory Auditors - in its role as the Internal Control and Audit Committee,
responsible for the procedure for the selection of the Independent Auditors in accordance with Article
16 of European Regulation No. 537/2014 - has complied, in addition to the aforementioned reference
legislation, with the Standard of Conduct for the Board of Statutory Auditors of Listed Companies
No. Q.8.1, issued by the National Council of Chartered Accountants.

! Legislative Decree No. 39/2010 on statutory audits of annual accounts and consolidated accounts, as amended by Legislative Decree 135/2016
transposing Directive No. 2014/16 of 16 April 2014, together with EU Regulation No. 537/2014 of 16 April 2014 on the statutory audit of Public Interest
Entities (“PIE”), is the reference legislation for the appointment of statutory auditors. Article 17(1) of Legislative Decree No. 39/2010 provides that
“the audit engagement shall have a duration of nine financial years [...] and may not be renewed or re-assigned unless at least four financial years
have elapsed since the termination of the previous engagement”.

2 The cooling-in period rule provides that the statutory auditor, entities belonging to the relevant network, partners, directors, members of supervisory
bodies and employees of the statutory auditor may not provide, directly or indirectly, to the audited public-interest entity (its parent company or its
controlled undertakings within the Union), the services prohibited by Article 5(1) of EU Regulation No. 537/2014 in the period between the beginning
of the audited period and the issuance of the audit report; this prohibition starts from the immediately preceding financial year for the services of “design
and implementation of internal control and risk management procedures relating to the preparation and/or control of financial reporting, or design
and implementation of financial reporting technology systems”.



In accordance with the provisions of the aforementioned Article 16 of the EU Regulation, since it
concerns the engagement of a Statutory Auditor for a Public Interest Entity (PIE), the
recommendation made by the Board of Statutory Auditors, as further detailed below, envisages at
least two possible alternatives for the engagement of the Statutory Auditor and indicates a reasoned
preference for one of the two.

1 Stages in the selection process
1.1 Introduction

The selection procedure was defined and conducted in full compliance with Article 16 of the EU
Regulation No. 537/2014 with the aim of ensuring a high quality of the statutory audit service,
appropriate to the concrete size and articulation of the Group.

In the selection procedure, the Board of Statutory Auditors availed itself of the operational support
of the “Internal Working Group” composed of the Manager responsible for preparing the company's
accounting documents, the Manager and an additional resource from the 262 Regulations Office, a
member of the Bursar's Office and the Manager of the Accounting and Financial Statements Office.

The selection process took place in several stages and in the course of it, the Board has:

1) ensured that the Bank had an adequate written procedure;

2) examined and supervised the preparation of transparent and objective criteria, which resulted
in a “grid” for the evaluation of bids;

3) examined the documents and information prepared by the Bank for the bid requests and sent
to the Independent Auditors invited to participate in the selection process;

4) assessed and agreed with the underlying reasons for the decision to let larger companies with
an adequate international network participate in the selection procedure;

5) participated in the opening phase of the bids received and ensured that all were subjected to a
similar, non-discriminatory evaluation;

6) examined with the Internal Working Group the criteria and rationale for the allocation of
evaluation scores. The Internal Working Group issued its Final Report on 9 February 2024.

The Board of Statutory Auditors held ten meetings between September 2023 and March 2024 on the
selection procedure for the statutory auditor.

The Board of Statutory Auditors met with representatives of each of the auditing companies that
participated in the tender in order to acquire further information and clarifications necessary or
appropriate for the formulation of this Recommendation. The Board of Statutory Auditors, in
particular, requested additional information with reference to any assignments taken on after the
reference date of the offer submitted, as well as the confirmation, by the Offering Companies (as
defined below), of the assessment of independence, taking into account the unavoidable compatibility
between the time required to complete the existing assignments and the compliance with the so-called
Cooling-in period.

1.2 Requesting and Collecting Offers

The Internal Working Group, in consultation with the Bank's Board of Statutory Auditors, carried out
an assessment aimed at identifying the Independent Auditors to which the “Letter of Invitation” was
to be sent, focusing attention:

e on the legal form of joint-stock company;



e on belonging to a network present in the Group's geographical areas of operation;
e on professional appointments/services performed for banks with shares listed on the Italian
regulated market that are subject to supervision by the European Central Bank.

Consequently, on 11 October 2023, the Bank sent to the three identified companies (as they were
deemed compliant with the aforementioned standards), Deloitte & Touche S.p.A. (“Deloitte”),
PricewaterhouseCoopers S.p.A. (“PwC”) and KPMG S.p.A. (“KPMG”), the letters of invitation to
submit the offer (“Offer” or “Offers”) for the performance of the statutory audit services for the Banca
Popolare di Sondrio Group starting from 1 January 2026 and until the approval of the financial
statements for the financial year 2034. The Letter of Invitation contained:

- the terms and conditions for submitting the Offer;

- the list of requested information: (i) useful for the verification of the potential conditions for the
performance of the statutory audit activities provided for by the aforementioned applicable
provisions and the possible existence of situations of incompatibility with respect to the conferral
of the statutory audit engagement (administrative section), (ii) pertaining to the structure of the
offering company (general section) (iii) relating to the audit process, useful for assessing the level
of technicality, automation and strategy guiding it (technical section), (iv) relating to the team
assigned to the engagement, either directly or as support, useful for assessing their level of
professionalism, seniority, relationship and availability (professional section);

- the specific request for an indication of the economic terms of the Offer, the number of hours
envisaged, a maximum percentage for any expenses necessary to carry out the assignment
(economic section);

- the criteria for the evaluation of the Offers, based on criteria of transparency and non-
discrimination, in accordance with Article 16(3) of the Regulation.

The “Letter of Invitation” listed the services required for each of the entities of the Banking Group
included in the scope of the audit (Banca Popolare di Sondrio Spa, Banca Popolare di Sondrio Suisse
S.A. and the Munich branch, Factorit S.p.a, BNT Banca S.p.a., Sinergia Seconda S.r.l., Rent2Go
S.r.l., Popso Covered Bond, Centro delle Alpi SME, Pirovano Stelvio S.p.a., Immobiliare Borgo
Palazzo S.r.l. and Immobiliare San Paolo S.r.1.).

By the deadline, following (equal) information exchanges between the Invited Companies and the
Bank and clarification meetings, the Bank received the Offers from Deloitte, PwC and KPMG
(“Offering Companies”), accompanied by the requested information and documents.

All the Offering Companies have expressed their commitment - in the event of the appointment - to
discontinue the performance of any ongoing consultancy activities that may be incompatible with the
audit engagement in compliance with the aforementioned “cooling-in period”.

1.3 Offer Evaluation Criteria
The evaluation areas identified were as follows:

1.3.1 Administrative Section

In this section, the information useful for verifying the potential conditions for the performance of

the statutory audit activities envisaged and the possible existence of situations of incompatibility, with

respect to the assignment of the statutory audit engagement, for the Offering Company. In particular,

the following were requested:

 adeclaration by the Offering Company: (i) to not be, with reference to the financial years to be
audited (or to not be in a position to remove prior to the appointment), in any causes of
incompatibility that may exist pursuant to



articles 10 and 17 of Legislative Decree No. 39 of 27 January 2010, Article 149-bis et seq. of Consob
Regulation No. 11971, the combined provisions of Articles 2409-quinquies and 2399 of the Italian
Civil Code or pursuant to other applicable professional rules/principles; as well as (ii) to comply,
with reference to the financial years for which the assignment is envisaged, with the situations of
prohibition set forth in Article 5 and the conditions and requirements set forth in Article 6 of
Regulation (EU) No. 537/2014;

o adeclaration by the Offering Company that it is in possession of the conditions set forth in Articles
10-bis and 10-ter of Legislative Decree No. 39/2010, the ability to comply with the requirements
set forth in Articles 10-quater, 10-quinquies and 26-bis of Legislative Decree No. 39/2010 and
that it possesses the skills and capacities to perform the statutory audit activities envisaged;

« the findings or conclusions of any reports communicated to the candidate statutory auditor or audit
firm pursuant to Article 26(8) of Regulation (EU) No. 537/2014 and published by the Competent
Authority pursuant to Article 28(d) of the same Regulation;

o the list of existing and prospective consulting/professional assignments already agreed, with
indication of the relevant fees, between the Offering Company and each of the companies
belonging to the Banca Popolare di Sondrio Group, with a reasoned indication of the absence of
causes of incompatibility with the audit activities or prejudicial to the auditor's independence
pursuant to the applicable laws and regulations, as well as of compliance with the limits set forth
in Article 4 of Regulation (EU) No. 537/2014.

1.3.2 General Section - Characteristics of the Independent Auditors and related Network

This section requested the general characteristics of the structure of the Offering Company including:

 general presentation of the Offering Company (organisational chart and document illustrating its
structure and work organisation) and its international network;

« technical structures and centres of excellence operating in Italy and their relations with
international technical structures and centres of excellence and governance;

« interdependencies and synergies between the Italian structure of the Offering Company and the
related international network, including Switzerland;

o list of the main audit engagements carried out in respect of companies operating in the Italian and
Swiss banking sector and European banking groups under the direct supervision of the ECB;

« list of major audit engagements of listed companies in Italy outstanding as at 30 June 2023;

« list and type of assignments carried out in support of the European Central Bank;

» presence of representatives of the Independent Auditors in institutional and association bodies in
Italy and abroad;

« transparency Report 2022 (pursuant to Article 18 of Legislative Decree No. 39/2010), if already
available, or the latest available.

1.3.3 Technical Section - Methodological Approach

Information on the review process should be specified in this section, including:

« brief description of the audit strategy/plan, the methodology used to prepare the plan, with
particular reference to the areas that are considered most significant in the consolidated financial
statements of the Banca Popolare di Sondrio Group;

 description of any tools used to support the review process, with evidence of constraints and
opportunities associated with them;

 process of interaction with corporate and/or control functions;

o plan for managing the transition/handover with the outgoing auditor, both in the case of taking



over the role of sole auditor and, if different, of principal auditor;

o description of the process of analysing and identifying audit risk and defining audit plans;

« illustration of the internal discipline and monitoring processes regarding the maintenance of the
requirement of independence and objectivity in compliance with the relevant regulations, both in
Italy and Switzerland.

1.3.4 Professional Section - Composition of the Audit Team

This section should contain information on the team assigned to the assignment, either directly or as
support, useful for assessing their level of professionalism, seniority, relationship and availability
and, in particular:

« composition of the team actually engaged in the audit activity;

o CV and professional references of the partner responsible for the audit and signatory of the relevant
reports; for the partner responsible for the audit of BPS (SUISSE) SA, indication of the languages
known and their level,

o CV and professional references of any other partners in the review team;

« CV and professional references of the executives actually engaged in the audit activity;

o names and CV of specialists in at least the following main areas: International Accounting
Standards, Capital Markets, Treasury and Finance, Taxation, Legislation and Regulation,
Information Technology and ITGC;

« degree of knowledge of the Banca Popolare di Sondrio Group.

1.3.5 Economic Section

Among other things, components related to economic, time and experience profiles were also

evaluated, in particular:

« the number of hours envisaged, also in relation to the different areas of activity;

« the availability, commitment and experience in the banking field, in particular of the partners,
managers and specialists that can be employed in the audit engagement, in relation to the needs
related to the different areas of the Group's operations;

« the required fees.

In defining the evaluation criteria, the Board of Statutory Auditors agreed with the Internal Working
Group that priority should be given to technical and professional characteristics over the economic
conditions of the Offers, so as to avoid that the Independent Auditors would be chosen primarily on
the basis of the economic convenience of the relevant proposal.

The “specifications” therefore provided for the allocation of a total of 100 points to the evaluation
areas, distributed as follows:

 technical and professional elements (i.e., qualitative part): total points 75;
+ economic elements (i.e., quantitative part): total points 25.



With regard to the technical and professional elements, the following profiles were identified, each
of which was assigned a score:

Technical and Professional Sections Points (weight)

| Administrative: presence of the conditions for carrying out statutory 5
audit activities
General: structure of the Offering Company in terms of experience,

2 | presence in the international network, existing assignments, advisory 15
relationships with the ECB
Technical: level of technicality, automation and strategy guiding the

3 | audit process, including transition plan with outgoing auditor, internal 25
quality control processes

4 Professional: quality of the team assigned to the assignment in terms 30
of professionalism, seniority, relationship and availability
Total weight of technical and professional sections 75

The economic elements taken into account are as follows, each of which has been assigned a score:

Economic Section

Points (weight)

Total hours expected

Qualitative-quantitative composition of the team

Willingness, commitment and experience in banking (partner's
seniority)

Al W =

Fees

8
4
4
9

Total weight of the economic section

25

1.4 Development of the comparative evaluation procedure

With the support of the Internal Working Group, in-depth analyses and verifications were also
conducted on the declarations provided by the Offering Companies; in addition, specific
investigations were conducted on the existence of the independence requirement, also taking into
consideration the offices held by the Offering Companies after the presentation of the Offer. The
analyses of the Offers also took into account the provisions and/or indications of the Supervisory
Authorities on statutory audits (e.g. on independence, mandatory insurance coverage, professionalism
of the team). The Bids received showed, inter alia, that:

+ the audit procedures, also considering the hours and professional resources established, are
adequate in relation to the scope and complexity of the appointment;

+ all Offers contain a specific and reasoned declaration concerning the commitment to prove the
possession of the independence requirements provided for by the regulations, with particular
reference to Articles 10 and 17 of Legislative Decree No. 39/2010;

+ all the offering audit firms are found to have, albeit with different characterisations and levels, an
organisation and technical-professional suitability appropriate to the size and complexity of the
assignment, pursuant to Articles 10-bis, 10-ter, 10-quater and 10-quinquies of the
aforementioned Decree, and possession of the requirements provided for by the aforementioned
EU Regulation.




2. Outcome of the comparative evaluation of the Offers

The Internal Working Group shared with the Board of Statutory Auditors, during a number of specific
meetings, the attribution of scores to the individual elements making up the evaluation grid initially
defined and brought to the attention of the Offering Companies. The final results are analytically
presented in the Final Report sent to the Board of Statutory Auditors. In particular, on the basis of the
described evaluation activities of the Offers, as well as the technical, professional and economic
criteria set out in paragraph 1.3, the following overall scores were awarded:

DELOITTE KPMG PWC
TECHNICAL-PROFESSIONAL 67.60 66.26 67.14
ELEMENTS
ECONOMIC ELEMENTS 20.46 23.65 22.00
TOTAL 88.06 89.91 89.14

3. Conclusions of the Board of Statutory Auditors

Considering that, as mentioned in the introduction, Article 16 of the EU Regulation No. 537/2014
provides that the reasoned Recommendation of the Board of Statutory Auditors must contain at least
two possible alternatives for the assignment of the legal audit engagement, taking into account the
aforementioned score assigned to the three Offering Companies at the end of the comparative
evaluation procedure described above, the Bank's Board of Statutory Auditors identifies the two
Offers with the highest overall score as the ones to be submitted to the Shareholders' Meeting.
Therefore, the Board of Statutory Auditors, in its capacity as the “Internal Control and Audit
Committee”, pursuant to Section 1(f) of Art. 19 of Legislative Decree No. 39/2010 and in relation to
the conferment of the audit engagement of Banca Popolare di Sondrio S.p.A. for the nine-year period
2026 - 2034, at the outcome of the evaluation and selection procedure described above and
unanimously:

RECOMMENDS

to the Shareholders' Meeting of Banca Popolare di Sondrio S.p.A., pursuant to Article 16 paragraph
2, of EU Regulation No. 537/2014, as well as Articles 13 and 17 of Legislative Decree 39/2010,
alternatively, the Offers formulated by KPMG S.p.A. and PricewaterhouseCoopers S.p.A., which,
in terms of the overall score assigned, are preferable to the one formulated by Deloitte & Touche
SpA.

The economic terms of the Offers submitted by the two Offering Companies selected at the outcome
of the above evaluation process are indicated in the schedule annexed hereto (annex 1).

Art. 16 of the aforementioned EU Regulation also requires the Board of Statutory Auditors to express
areasoned preference for one of the two Offers subject to the Recommendation; the Rule of Conduct
for the Board of Statutory Auditors of Listed Companies No. Q.8.1 requires that the preference for
one of the two Offers subject to the Recommendation be expressed “providing adequate reasons”.
In accordance with said provisions, the Board of Statutory Auditors unanimously:

EXPRESSES ITS PREFERENCE

for the Offer formulated by the company KPMG S.p.A. as it was characterised by a higher score in
the following aspects:

- the methodological approach of the review, supported by specific IT tools and detailed also



with regard to the review of ESG data;

- the definition of the audit risk analysis and identification process and audit plans;
- the wide availability in terms of time indicated by the reference partner;

- proven experience in the transition with the outgoing auditor;

as well as more economically advantageous at Group level.

The Board of Statutory Auditors, in compliance with Article 16, paragraph 2 of the EU Regulation
537/2014, declares that said recommendation has not been influenced by third parties and that none
of the type clauses referred to in paragraph 6 of the aforementioned Article 16 of the EU Regulation
have been applied.

*kk

Sondrio, 14 March 2024
For the Board of Statutory Auditors
The Chair

Serenella Rossano



Annex 1 - FEES REQUESTED

The following table sets forth the economic components and the quantification of the budgeted working hours,
referring to: i) activities covered by the statutory audit mandate of Banca Popolare di Sondrio S.p.A. and ii)
additional activities related to the statutory audit, also with reference to its Subsidiaries.

It should be noted that both offers provide that the hours and fees indicated may vary, during the contractual term,
only in the event of circumstances that are non-recurring, unforeseeable or cannot be reliably estimated at the time
the Offer is drawn up (e.g. changes in the structure and size of the bank and/or the Group, changes in regulations,
accounting and/or auditing principles).

Fee details for Banca Popolare di Sondrio - Annual fees (net of lump sum expenses, ISTAT increases, out-

of-pocket expenses, VAT and supervisory fee)

Amounts in €

KPMG

PWC

Annual Financial Statements
Consolidated Financial Statements

Judgement of consistency - conformity of the Report on Corporate
Governance and Ownership Structure and the Report on Operations with
the contents of the financial statements

Verification of regular accounting

Limited audit of the Condensed Half-Year Consolidated Financial
Statements and Half-Year Financial Statements of the Parent Company
included in the Condensed Half-Year Consolidated Financial
Statements

Issuance of attestations to the European Central Bank related to the audit
work performed (e.g. ISAE 3000 attestations for the purpose of
including the profit in progress at the end of the first half-year and/or the
profit for the year before adopting a formal decision to confirm the final
result for the year, in the calculation of Primary Tier 1 Capital, pursuant
to Article 26(2)(a) of Regulation (EU) No. 575/2013 of 26 June 2013)

Limited audit of the financial statements for the determination of interim
profit as at 31 March and 30 September, for the issuance of ISAE 3000
Attestation, for the purpose of the inclusion of the interim result in the
calculation of Primary Tier 1 Capital pursuant to Article 26(2)(a) of
Regulation (EU) No. 575/2013 of 26 June 2013

Audits related to the signing of tax returns

Checks on the calculation of the contribution to the National Guarantee
Fund and the Single Resolution Fund

Verification of the English translation of the annual, consolidated and
condensed half-year financial statements

125,183
31,296

15,648

12,518

50,073

6,259

56,332

6,259

3,130

6,259

210,000
52,000

6,000

8,000

68,000

15,000

63,000

8,000

14,000

8,000

Total

312,957

452,000

Total hours

6,840

8,650

Limited review of Corporate Sustainability Reporting (CSRD) - Range
Total hours

100,000-150,000
2,300-3,400

70,000-100,000
1,350-1,950




Other services

Comfort letters on Covered Bond Programme, Euro Medium Term Note

Programme, Green Bond Programme ) 40,000/45000 22,000
Report of the independent auditors pursuant to Article 23 paragraph 7 of

the implementing regulation of Articles 4-undecies and 6, paragraph 1, 40,000 33,000
letters b) and c-bis) of Legislative Decree 58/98

Independent Auditor's Report on the Green Bond Report ) 35,000 30,000

& per unit

The lump-sum expenses for carrying out the assignment were quantified by KPMG at 5% (plus out-of-
pocket expenses) and 8% for PWC.

Detail of fees for Subsidiaries

KPMG PWC
Fees Fees
Group Companies Hours Hours
pomp © ©)

gznca Popolare di Sondrio Suisse 316,200 2.700|  358,000| 1,925
Factorit SpA 30,060 657 39,000 750
BNT Banca SpA 51,473 1,125 67,800 1,300
Sinergia Seconda Srl 11,777 257 6,000 120
Immobiliare Borgo Palazzo Srl 5,143 112 5,000 100
Immobiliare San Paolo Srl 4,675 102 5,000 100
Rent2Go Srl 23,884 522 34,000 650
Popso Covered Bond 11,777 257 6,000 120
Centro delle Alpi SME 11,777 257 24,000 470
Pirovano Stelvio SpA 5,889 129 6,000 120
Total 472,655 550,800
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Shareholders,
In consideration of the above, with reference to the entrusting of the assignment of the
legal audit of the accounts of Banca Popolare di Sondrio S.p.A. for the nine-year period 2026-
2034, taking into account the Recommendation of the Board of Statutory Auditors of Banca
Popolare di Sondrio Spa in its capacity as Internal Control and Audit Committee, you are invited:
1) primarily, to appoint the Independent Auditors KPMG Spa for annual fees: of 312,957 euro for
the audit of the annual and consolidated financial statements and related activities; up to
a maximum of 150,000 euro for the limited audit of the Corporate Sustainability Reporting
(CSRD), and so for a total amount of annual fees up to a maximum of 462,957 euro (plus
5% flat-rate expenses, ISTAT increases, out-of-pocket expenses, VAT and supervisory fee).
The fees are all analytically listed in Annex 1 to the Board of Statutory Auditors'
Recommendation, which also includes other ancillary services (in body) and the proposed
fees for activities relating to subsidiaries, the latter amounting to a total of 472,655 euro;
or
2) alternatively, should the vote on the above proposal not result in the approval of the relevant
resolution, to appoint the audit firm PricewaterhouseCoopers Spa for annual fees: of
452,000 euro for the audit of the annual and consolidated financial statements and related
activities; up to a maximum of 100,000 euro for the limited audit activity of Corporate
Sustainability Reporting (CSRD ), and so for a total amount of annual fees up to a maximum
of 552,000 euro (plus flat fees of 8%, ISTAT increases, VAT and supervisory fee). The fees
are all analytically listed in Annex 1 to the Board of Statutory Auditors' Recommendation,
which also includes other ancillary services (in body) and the proposed fees for activities
relating to subsidiaries, the latter amounting to a total of 550,800 euro;
as well as to grant the Board of Directors all powers necessary for the implementation of
the shareholders' resolution, also through delegated persons.

For the Board of Directors
The Chair - Francesco Venosta

Point 5) on the agenda: Appointment of five directors for the three-year period 2024-
2026;

Shareholders,

In accordance with the articles of association, the Shareholders’ Meeting is called upon to
renew the appointment of members whose office is expiring. The term of office is expiring for
the directors Alessandro Carretta, Loretta Credaro, Donatella Depperu, Attilio Piero Ferrari,
Pierluigi Molla.

The provision of art. 20(2) of the Articles of Association applies, pursuant to which:

“The composition of the Board of Directors shall ensure collegial adequacy, as well as the
presence of the minimum number of independent directors and gender balance in accordance
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with the legislation in force from time to time.”
The requirements of the directors and the causes of ineligibility are governed by Article
21 of the Articles of Association, as follows:

wauu

Article 21
Requisites — Reasons for ineligibility

1. Members of the Board of Directors shall be eligible to serve, in accordance with the
provisions of the laws in force from time to time and these Articles of Association. In
particular, they must meet the requirements of professionalism and integrity and comply
with the criteria of competence, fairness and dedication of time and the specific limits on
the accumulation of offices prescribed by law for the performance of the office of director
of a bank issuing shares listed on regulated markets.

2. Without prejudice to the fact that the activities of all Directors must be characterised by
independence of judgement, with regard to the minimum number of Directors required
by the legislation in force from time to time, the specific requirements for the qualification
of independent director set out in art. 147-ter, fourth paragraph, of Legislative Decree No.
58/1998 and in the implementing legislation of art. 26 of Legislative Decree No. 385/1993
must be met. If an independent director no longer meets the specific independence
requirements, the term of office does not expire if the remaining number of independent
directors is sufficient to ensure compliance with the minimum number required by the
legislation in force from time to time. However, the loss of the specific independence
requirements determines the termination of the director's appointment to those positions
for which the status of independent director is required by the Articles of Association or
the legislation in force from time to time.

3.  Without prejudice to compliance with the limits and prohibitions prescribed by the
legislation in force from time to time, including, in any case, those provided for by the
European Directive No. 36 of 26 June 2013, by means of specific regulations approved by
the Board of Directors, the limits to the accumulation of offices in other companies by the
Directors may be established.

nunnn

Still on the subject of directors' requisites, mention should also be made of the regulations
dictated by Decree No. 169 of 23 November 2020 of the Ministry for the Economy and Finance
on the subject of requisites and eligibility criteria for the performance of the offices of corporate
officers of banks, as well as the criteria published by the European Central Bank for the
performance of the suitability assessment to be carried out as part of the fit and proper
procedure to which the directors who are elected will be subject (Guide to the verification of the
suitability requirements - December 2021). It is also noted that for the purposes of assessing the
existence of the independence requirement, the provisions of the Corporate Governance Code
to which the Bank adheres are also relevant.
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The presentation of the lists of candidates is governed by article 23 of the Articles of

Association, as follows:

i
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Article 23

Presentation of lists of candidates
The directors are appointed on the basis of lists containing up to the maximum number of
Directors to be elected, in which the candidates are listed with progressive numbering.
The lists containing a number of candidates equal to or higher than three must be
composed so as to ensure the minimum number of independent directors and gender
balance required by the law in force from time to time in the composition of the Board of
Directors resulting from the vote, taking into account - in the assignment of the sequential
number to the candidates - the election mechanism set out in article 24 below.
Each candidate may appear on only one list under penalty of ineligibility.
The Board of Directors and shareholders who, alone or jointly, represent at least 1% of the
share capital may submit a list, unless the law and regulations in force from time to time
establish a lower percentage, to be indicated in the notice of call of the Meeting.
Each shareholder may take part in the submission of a list by signing at the bottom of it. A
shareholder may not submit for more than one list, even through a third party or through
trust companies. Shareholders belonging to the same group - i.e. the parent company, the
subsidiaries and the companies subject to joint control - and shareholders who signed a
shareholders' agreement pursuant to art. 122 of Legislative Decree No. 58/1998 concerning
the issuer's shares, may not submit more than one list, even through a third party or trust
company. In case of non-compliance, the stipulation will not be counted for any list.
The lists shall be filed at the registered office - also by means of distance communication
- according to the methods notified in the notice of call, which allow to identify the persons
who filed them, by the twenty-fifth day prior to the date set for the Meeting, or within any
other term set out by the law in force from time to time.
The lists shall be accompanied by the information related to the identity of the
shareholders who have submitted them, with an indication of the number of shares and of
the corresponding total percentage held by the submitting shareholders and - within the
terms set out by the law in force from time to time - by a notice proving the ownership of
the equity investment, as well as by any other information required by said law.
Shareholders who submit a list and who are different from shareholders holding a
controlling stake or a relative majority shall also submit a statement certifying the absence
of any relationship with such shareholders, which can be qualified as significant according
to the law in force from time to time.
The ownership of the number of shares necessary to submit the lists is determined by
taking into account the shares that are registered in favour of the individual legitimated
person or group of legitimated persons submitting the list, on the day when the lists are
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filed at the registered office. In order to prove the ownership of the number of shares
suitable for the submission of lists, the persons entitled to do so shall file - together with
the list - the notice issued by an intermediary authorised by law, showing the ownership
of the related number of shares. The communication required in order to prove the
ownership of shares may be made even after the filing of the list, provided that it is made
at least twenty-one days before the date of the Meeting and according to the methods set
out by the law in force from time to time.

9.  Together with each list, detailed information on the personal and professional
characteristics of the candidates and the list of offices held in other companies shall be
filed at the registered office, as well as the declarations in which the candidates accept the
candidature and, under their own responsibility, state that they are suitable for the office,
by certifying, in particular, the non-existence of any reasons for ineligibility and
incompatibility and the possession of the requirements set out by current legislation and
by these Articles of Association for holding the office of director. Candidates shall state
whether they comply with the specific independence requirements set out in the legislation
in force from time to time for the position of independent director, and this quality shall
be indicated in the lists.

10. Lists for which the above requirements are not observed shall be considered as not
submitted. However, any irregularities in lists concerning single candidates shall not
automatically imply the exclusion of the whole list, but only of the candidates to whom the
irregularities refer.

i

Only shareholders who, on the date of submission of the list, own - alone or together with
others - voting shares representing a total of at least 1% of the share capital are entitled to
submit a list.

Lists of candidates for the office of director must be filed at the registered office by the
twenty-fifth day prior to the date of the Meeting, i.e. by 2 April 2024.

Submitting shareholders have to prove the ownership of the required number of shares by
means of specific documents issued by an authorised intermediary in compliance with current
legislation, with regard to the shares registered in their favour on the day on which the lists are
filed with the Bank; if not available at the time of filing the lists, such documents shall be received
by the Bank by the twenty-first day before the date set for the Shareholders' Meeting, i.e. by 6
April 2024.

Lists for the election of the Board of Directors can also be filed electronically by certified
e-mail to segreteria@postacertificata.popso.it.

Pursuant to the current “Supervisory Regulations for Banks”, Circular No. 285 of 17
December 2013, the Board of Directors carried out a preliminary analysis to determine the
optimal quali-quantitative composition of the Board and the profile of suitable candidate
directors.

The results of this analysis are reported in the document entitled "Optimal qualitative and
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guantitative composition of the Board of Directors of Banca Popolare di Sondrio”, published on
the Bank's website https://istituzionale.popso.it/en/investor-relations/shareholders-meeting.

This document has been made known to the Bank's shareholders, so that the choice of
candidates to be submitted for the renewal of the Board of Directors can take into account the
professional skills required to perform the tasks entrusted to the Board.

The Board of Directors, availing itself of the provisions of Article 23, paragraph 4, of the
Articles of Association mentioned above, reserves the right to submit its own list of candidates -
in compliance with the procedure for the submission of a list of candidates by the Board of
Directors to the Shareholders' Meeting published on the company website (at the following
address https://istituzionale.popso.it/en/investor-relations/shareholders-meeting) -, which will
be made public well in advance of the deadline for shareholders to file their lists.

The election of directors is governed by art. 24 of the Articles of Association, as follows:

wauuu

Article 24
Election of directors

1. Ashareholder may not vote for more than one list, even if through an intermediary or trust
company. Shareholders belonging to the same group - i.e. the parent company, the
subsidiaries and the companies subject to joint control - and shareholders who signed a
shareholders' agreement pursuant to art. 122 of Legislative Decree No. 58/1998 concerning
the issuer's shares, may not vote for more than one list, even through a third party or trust
company.

2. The election of directors is conducted as follows:

a)  from the list that obtained the highest number of votes are taken, in the progressive
order in which they are listed in the list, all of the Directors to be elected, except the
last one;

b)  the candidate in first place is taken from the list that obtained the second highest
number of votes and that was not submitted or voted by shareholders connected
with the shareholders who submitted or voted the list that obtained the highest
number of votes, according to the legislation in force from time to time.

3. If it is not possible to complete the Board's composition, due to a possible lack of
candidates on the list that obtained the highest number of votes, this shall be carried out
by taking from the list that obtained the second highest number of votes - in the order in
which they are listed - any candidate that was not yet elected, so as to comply with the
provisions in force from time to time concerning the minimum number of independent
directors and gender balance.

4.  Lists that have not obtained at the Shareholders' Meeting a number of votes equal to at
least half of the percentage of capital necessary for the submission of the lists will not be
taken into consideration.
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5. If only one list exceeds this limit, and the same applies to the submission of a single list, all
the Directors shall be taken from that list, subject to compliance with the legislation in
force from time to time concerning the minimum number of independent Directors and
gender balance.

6.  If two or more lists among those from which the candidates are to be drawn have obtained
the same number of votes, the same shall be subject to a second ballot until the number
of votes obtained ceases to be equal.

7. If the composition of the Board of Directors resulting from the vote does not ensure the
appointment of the minimum number of independent directors required by the law in
force from time to time, the non-independent candidate elected in the list that obtained
the highest number of votes and that is marked by the highest sequential number is
replaced by the next candidate of the same list who complies with the specific
independence requirements set out by the law in force from time to time for the position
of independent director. If this does not identify suitable substitutes, the director
appointed from the list that obtained the second highest number of votes also gets
substituted. If no suitable replacements can be found, or if it is impossible to apply the
mechanism, the Meeting shall resolve by relative majority among single candidates who
comply with the specific independence requirements set out by the law in force from time
to time for the position of independent director, upon proposal of the persons who have
the right to vote, and replacements shall be carried out in the above-mentioned order.

8.  Furthermore, in the event that the composition of the Board of Directors resulting from
the outcome of the vote does not comply with the principle of gender balance, the director,
without the requisite required, is elected from the list that obtained the highest number of
votes and characterised by the highest progressive number, it is replaced by the next
candidate on the same list belonging to the less represented gender. If this does not
identify suitable substitutes, the director appointed from the list that obtained the second
highest number of votes also gets substituted. Even if suitable substitutes are not
identified, or if the mechanism cannot be applied, the Shareholders' Meeting resolves on
the spot by a relative majority between individual candidates belonging to the less
represented gender, on the proposal of the persons present who have the right to vote,
proceeding with replacement in the order indicated above.

9.  Ifnolistisvalidly submitted, the election shall be carried out by means of a relative majority
of the candidates submitted to the meeting together with the filing of the required
documentation, provided that the independence requirements are met in the number
required by these Articles of Association and that the rules on gender balance in force from
time to time are complied with.

nunnn

Lastly, reference should be made to the recommendations made by Consob in Notice No.
DEM/9017893 of 26 February 2009 with regard to the relations between lists pursuant to art.
147-ter, paragraph 3 of Legislative Decree 58/98 (Consolidated Finance Act), and Article 144-
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quinquies of Regulation No. 11971 approved by Consob resolution of 14 May 1999, to which
reference should be made.

The Board of Directors therefore invites you to appoint five directors through the voting
list to replace the ones whose mandate has expired.

Point 6) on the agenda: Determination of directors’ emoluments;

Shareholders,

Pursuant to art. 30 of the Articles of Association, it is up to the Shareholders’ Meeting to
set the annual remuneration of the Board of Directors. Pursuant to the Remuneration Policies of
the Banca Popolare di Sondrio Banking Group, this remuneration is always set as a fixed amount
without impact on the financial statements, given that the amount involved is small. Forms of
incentive pay based on financial instruments or linked to the company’s performance are not
foreseen for directors.

Last year, the proposal put forward by the Board of Directors, and then approved by the
Shareholders' Meeting, provided for an increase in the remuneration of the directors, also in
relation to the results of a remuneration benchmarking analysis on the remuneration of the
Board of Directors and its Committees performed by a qualified consultant. In this regard, it must
be said that approaching the average salaries practised by our competitors is a necessary
condition to continue to have suitably qualified directors capable of making an effective
contribution to the governing body.

In view of this, and considering the commitment required of the Board of Directors to
perform its important and delicate functions and the workload placed on the Board Committees,
the Board of Directors, at its meeting of 15 March, approved the proposal on the annual
remuneration of directors, formulated by the Remuneration Committee, which provides for the
adjustment of expense reimbursements for attending Board and Committee meetings. This is
also in light of the general economic and social context and the bank's balance sheet and
economic situation, and in line with the prudential approach contained in the Remuneration
Policies.

Shareholders,
Having regard for the above, the Board of Directors invites the Shareholders’ Meeting to

adopt the following resolution:

“The Ordinary Shareholders’ Meeting of Banca Popolare di Sondrio, held today, having
examined the Board of Directors’ report on setting the annual compensation of the directors:

hereby resolves
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directors’ emoluments: 65,000 euro for each director, giving a total of 975,000 euro;

remuneration to the members of the Board Committees:

- for each of the members of the Remuneration Committee, the Appointments
Committee, Sustainability Committee and the Related Party and Affiliated Party
Transactions Committee: 10,000 euro; for the Chairpersons of the Remuneration
Committee, the Appointments Committee, the Sustainability Committee and the
Related Party and Affiliated Party Transactions Committee: additional 10,000 euro;

- for each of the members of the Control and Risks Committee 20,000 euro; for the
chair of the Control and Risks Committee an additional 10,000 euro;

- for the members of the Executive Committee appointed pursuant to Article 34(3) of
the Articles of Associations in addition to the Deputy Chair, the Managing Director
and the Director referred to in Article 26(3) of the Articles of Association: 10,000 euro;

individual attendance fees:

600 euro for attending meetings of the Board of Directors and 