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This is an English courtesy translation of the original documentation prepared in Italian language. 
Please consider that only the original version in Italian language has legal value. 

 
 

Report of the Management Control Committee 
to the Shareholders’ General Meeting 
pursuant to Art. 153, paragraph 1 of 
Legislative Decree No. 58 of 24th February 
1998 and Art. 33.1, letter j) of the Articles of 
Association 
 
 
 
 The phrases “UBI Banca consolidated” and “UBI Banca consolidated and its subsidiaries” refer to the scope of consolidation of the former UBI Banca Group. 
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 Dear Shareholders, 
 As you know, following the completion on 5th August 2020 of the public purchase and exchange offer (“Public Offer”) made by Intesa Sanpaolo S.p.A. (“Intesa Sanpaolo” or “ISP”) for all the shares of UBI Banca S.p.A. (“UBI Banca” or the “Bank”), the latter no longer satisfied the conditions set by the supervisory regulations in force to qualify as the parent of a group.  Consequently, as of 5th August 2020 the UBI Banca Group was removed from the register of banking groups and UBI Banca is therefore subject to the management and co-ordination of Intesa Sanpaolo and, together with all its subsidiaries, became part of the Intesa Sanpaolo Banking Group. On 5th October 2020, the entire share capital of UBI Banca was transferred to Intesa San Paolo and the UBI Banca shares were consequently delisted.  On 15th October 2020, the Ordinary Shareholders’ General Meeting of UBI Banca, wholly-owned by Intesa Sanpaolo, appointed the new Board of Directors (“Board”) for the three-year period 2020-2022, and the new Management Control Committee (“Committee” or “Supervisory Board”) as a board committee. 

*** The one-tier governance model adopted by UBI Banca consists of a Board of Directors, which is assigned the functions of guidance, strategic supervision and management, in addition to the control functions performed by the Management Control Committee, a Board committee appointed by the Shareholders’ General Meeting.  In performing its functions, the Management Control Committee currently in office has continued on from the work of the previous committee, adopting the results from its activities. At the last meeting of its term of office, held on 12th October 2020, the previous committee had verified that the Bank’s overall internal control system was efficient and adequately monitored, that there were no material issues to be reported, and that the areas controlled were therefore subject to proper oversight. Accordingly, in the rest of this Report, the activities and the dates mentioned that refer to the period prior to 15th October 2020 relate to the work carried out by the previous committee. Within its areas of responsibility, the Committee works actively with the corporate control functions and engages in constructive dialogue with the management of the Bank and its subsidiaries, also based on information received during Board meetings that warrants further investigation. The Committee also works closely with the Management Control Committee of the Parent Company Intesa Sanpaolo, providing it the required information on the management and control systems and the general performance of company operations. In performing its functions, and to ensure their effective implementation, the Committee exchanges information and coordinates with the Risk Committee, established pursuant to Legislative Decree 231/2001, and the supervisory body pursuant to Legislative Decree 231/2001, which is responsible for overseeing the functioning and effectiveness of the model of organisation, management and control adopted by the Bank in accordance with Legislative Decree 231/2001 and compliance with its provisions.  To ensure the most effective coordination between the Risk Committee and the Management Control Committee, according to their respective roles and responsibilities, one of the members of the Committee is also a member of the Risk Committee.  In accordance with Article 153, paragraph 1, of Legislative Decree 58/1998 (Consolidated Finance Act) and Article 33.1, letter j) of the Articles of Association, the Committee is required to report to the Shareholders’ General Meeting, called for the approval of the financial 
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statements for the year ended 31st December 2020, regarding the supervision carried out and the omissions and irregularities identified.  The structure of this report also takes account of the relevant CONSOB recommendations and, in particular, Communication No. 1025564 of 6th April 2001 as amended. The following meetings were held in 2020:  
 36 meetings of the Board of Directors (of which 6 since the reappointment of the Board);  
 39 meetings of the Management Control Committee (of which 6 since the reappointment of the Committee).  To optimise the participation by the managers, in view of the restrictions on the movement of people that were imposed from March 2020 as a result of the COVID-19 epidemic, 23 of the meetings held by the Committee in 2020 jointly examined matters of common interest with the Risk Committee, in accordance with their respective roles and responsibilities. At the time of approval of this Report, the following meetings had been held in 2021: 
 4 meetings of the Board of Directors; 
 6 meetings of the Management Control Committee (during these meetings, the Committee jointly examined matters of common interest with the Risk Committee, according to their respective roles and responsibilities). 
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1. OVERSIGHT OF COMPLIANCE WITH THE LAW AND WITH THE 
ARTICLES OF ASSOCIATION   
Regulatory developments The Committee has examined the various proposals, within its remit, regarding the alignment of the internal regulations to changes in the supervisory regulations and the external regulations more generally, which were then approved by the Board.  In particular, the Committee has continuously monitored the government, legislative and regulatory measures implemented as a result of the COVID-19 epidemic and the related actions taken by the Bank. The health crisis generated by the spread of COVID-19 and the succession of restrictive measures taken by the government to protect public health have significantly affected how the Bank operates and changes have been made to ensure it continues to operate and provide essential services to customers, while also giving maximum care and attention to protecting the health of employees, customers and suppliers. In this context, the Committee has continuously verified that close attention has been paid to the precautionary and safety measures. From September the management of this situation by the UBI Banca Group and its subsidiaries was taken over by the Parent Company’s Emergency Unit, extending the strategies, mitigation actions and monitoring of the epidemic to all the units of the former UBI Banca Group. With regard to credit, following the adoption of the regulatory measures for support to the economy, the Committee has monitored the initiatives, operational approaches and processes adopted for the management of credit.  In relation to anti-money laundering, the Committee has reviewed the analyses of the changes in the regulatory landscape, including the gap analysis on the “Specific regulations for the storage and use of data and information for the purposes of anti-money laundering and anti-terrorist financing” – issued by the Bank of Italy on 24th March 2020. The Committee’s work concerning the alignment of the internal company regulations has included the examination of the proposal for the release of the Group Policy and Regulation on Gender Diversity & Inclusion, and proposals for amendments and/or updates to existing regulations including the: 
 UBI Banca model of organisation, management and control pursuant to Legislative Decree No. 231/01; 
 UBI Banca general company regulations; 
 UBI Banca regulation on the granting and use of company signing powers; 
 Group risk management policy and regulation for money-laundering and terrorist financing risks; 
 Document detailing the measurement approach for financial instruments, based on the overall results as at 30th June 2020 of the update of the risk appetite framework for credit 
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risk (RAF 2020 – IFRS 9 - Update of the framework for the measurement of performing loans);  
 Group regulation for the NPL management strategy; 
 Group regulation for the individual classification and measurement of non-performing loans; 
 Group policy and regulation for strategic planning and Group regulation for performance measurement systems; 
 Group policy and regulation for outsourcing corporate functions of the UBI Banca Group; 
 Group policy and regulation for data governance; 
 UBI Banca regulation for the processing and protection of personal data; 
 Group policy for investment banking. After UBI Banca and its subsidiaries joined the Intesa Sanpaolo Group, a process was also initiated, in accordance with the instructions from the new Parent Company, for the progressive adoption of the governance regulations of the Intesa Sanpaolo Group. In particular, the following were submitted to the Company for examination: 
 the Intesa Sanpaolo Group regulations; 
 the Intesa Sanpaolo Group integrated internal control system regulation; 
 the Group procedures regulating the conduct of transactions with Related Parties of Intesa Sanpaolo S.p.A., associated entities of the Group and relevant persons pursuant to Article 136 of the Consolidated Law on Banking and addendum. Together with a set of regulations relating to credit.  The Committee examined and approved the update of its regulations to align them to those of the Parent Company. The Committee also examined the proposal to amend UBI Banca’s Articles of Association to incorporate the following main aspects: 
 UBI Banca’s integration into the Intesa Sanpaolo Banking Group, with consequent loss of its status as a parent company; 
 delisting of the UBI Banca ordinary shares. 
 
Relations with supervisory authorities With respect to relations with the supervisory authorities, the Committee has received periodic updates on the work in progress and the inspections initiated, examining the responses provided by the Bank and monitoring the progress of the mitigation plans implemented by it, in accordance with the instructions received from the authorities. The Committee has also reviewed and monitored the various recommendations received from the individual supervisory authorities in relation to the COVID-19 epidemic.  As regards relations with the European Central Bank (“ECB”), from October 2020, Intesa Sanpaolo’s Joint Supervisory Teams (“JSTs”) took over direct responsibility for the banking supervision of UBI Banca. The analyses conducted by the Committee regarding the responses provided by the Bank to the supervisory authority included the following areas: 
 Credit quality review;  
 IT strategy and governance; 
 Internal model;  
 Governance culture; 
 New definition of default. The Management Control Committee has also reviewed the response provided to the request received from the JST on 3rd August 2020 for information regarding the real estate restructuring transaction carried out in Milan, announced to the market at the time of approval on 31st January 2020 and at the time of closing on 11th June 2020.  The Committee has examined various responses provided to the Bank of Italy, including the information on the results of the checks concerning the “Transparency of transactions and 



     
 

6       

 

fairness of dealings between intermediaries and customers” and “Credit assessment for customer protection”. With regard to the dialogue between the Bank of Italy and UBI Banca’s subsidiaries, the Committee has reviewed the responses concerning the:  
 Bank of Italy report on the general, ordinary and periodic inspection conducted on Pramerica SGR;  
 the Bank of Italy inspection report on Prestitalia regarding “Compliance with legislation and regulations and supervisory guidelines on the transparency of transactions and fairness of customer relations, with respect to salary- and pension-backed loans”. The Committee has also reviewed the results of the compliance and audit work carried out in response to the request from Italian insurance authority (IVASS) and the Bank of Italy, in a letter dated 17th March 2020, concerning the offer of products combined with loans. As regards relations with Consob, the Committee has examined the requests for information received pursuant to Article 115, paragraph 1, letter a) of Legislative Decree 58/1998 and the related responses. In this context, the Committee has examined the requests for information made by CONSOB, and the related responses, during the inspection carried out by the authority in relation to the Offer made by Intesa Sanpaolo for all the ordinary shares of UBI Banca.  With specific regard to the Offer made by Intesa Sanpaolo, the Committee has also examined and verified the correctness of the process for the preparation and the content of the issuer’s communication (in accordance with Article 103, paragraphs 3 and 3-bis of Legislative Decree 58 of 24th February 1998), as well as the independence of the financial advisors engaged by the Board of Directors to provide data and information to assist it in performing its assessments. In 2020, the Committee was also updated on the proceedings of the Italian Competition Authority. 
 
Self-assessment and verification of requirements Following the resignation tendered on 3rd August by Mr. Victor Massiah, on 6th August 2020 the Board of Directors of UBI Banca co-opted Mr. Gaetano Micciché as a board member and appointed him Chief Executive Officer and General Manager, assigning him the related powers.  At that time, the Committee carried out its checks regarding the assignment to the Chief Executive Officer of the function of “Director with responsibility for the internal control and risk management system”. On 15th October 2020, the Ordinary Shareholders’ General Meeting of UBI Banca appointed the new Board of Directors for the three-year period 2020-2022, and the new Management Control Committee as a board committee. The shareholders elected the candidates, all taken from the single list of 15 nominees submitted on 18th September 2020 by the shareholder Intesa Sanpaolo. At that time, the Committee carried out its checks, making use of the preliminary verifications made by the 
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relevant units of the Bank and the checks carried out by the compliance function on the documentation filed by the shareholder. The Committee then carried out its checks on the individual suitability of the company officers, the appropriate collective composition of the corporate bodies, and the absence of relevant situations for the purposes of interlocking directorates.   
Complaints With regard to the filing of reports by shareholders, pursuant to Art. 2408 of the Italian civil code, concerning potential irregularities, initiatives undertaken and their related outcome, it should be noted that, as of the date of this report, the Committee had received no such reports.  In 2020, a number of anonymous letters, also involving several subsidiaries, were received by the Bank’s senior officers and executives, that potentially qualified as reports alleging misconduct by company employees in the performance of their duties.  These complaints were examined by the Committee, by means of specific investigations carried out by the internal audit function, following which responses were provided to the competent supervisory authorities, where required. 
 

2. SUPERVISION OF OBSERVANCE OF PROPER MANAGEMENT PRINCIPLES  
 The Committee has monitored compliance with the principles of sound management, holding regular meetings with the heads of the company areas and departments, the corporate control functions, and the manager responsible for preparing the company’s financial reports (“Financial Reporting Officer”). The Committee has held regular meetings with the Independent Auditors, first Deloitte & Touche S.p.A. and then KPMG S.p.A. (the firm engaged as the Independent Auditors for the years 2020-2028 at the Shareholders’ General Meeting of UBI Banca held on 15th October 2020). The purpose of these meetings was also to verify that decision-making processes were based on a proper understanding of the risks and the effects of the decisions made and that the corporate bodies received adequate flows of information.  With regard to this last aspect, the Committee has determined that there was a continuous flow of information between the Bank’s units, the Chief Executive Officer and the Board of Directors.  The flow of information between the Committee and the Chief Executive Officer is accompanied by meetings, mainly focused on the functioning and effectiveness of the internal control system.  At each Board of Directors meeting, the Chairman of the Committee presented the observations made based on the results of the work carried out in the period since the last meeting.  The Committee conducted oversight of observance of the provisions and obligations concerning transactions with a significant impact on financial performance and standing and has found said transactions to be in compliance with the law and with the Articles of Association and that they were not manifestly imprudent or risky and did not entail conflicts of interest or compromise the integrity of the Bank’s assets.  The Committee has received the periodic reports, as required under Article 150, paragraphs 1 and 2, of the Consolidated Finance Law, on the activities performed and the most significant transactions carried out by the Bank or its subsidiaries, both within the disclosures for the preparation of the interim and annual financial reports provided to the Manager in Charge of Financial Reporting and in the Board of Directors meetings, which examined the transactions with a significant impact on financial performance and standing carried out by the Bank or its subsidiaries.  The Committee has also received the quarterly aggregate report on transactions entered into by UBI Banca and its subsidiaries with counterparties in potential conflict of interest, which provides a comprehensive overview of all the transactions entered into during the period concerned. As regards transactions carried out by UBI Banca and its subsidiaries with all of their related parties, no atypical and/or unusual transactions were carried out during the year (as defined 
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by Consob Communication No. DEM/1025564 of 6-4-2001 as amended). In addition, no transactions of that kind were carried out with counterparties that were not related parties.  Furthermore, no irregularities or anomalies in management or performance were encountered. The main ordinary or otherwise recurring transactions with related parties of greatest significance within the Group (which are exempt, as per the related regulation, from the more restrictive decision-making process and from the obligation to publish a market disclosure) have been reported and described in the management reports and explanatory notes to the separate and consolidated financial statements for the year ended on 31st December 2020, as approved by the Board of Directors in a meeting held of 1st March 2021. See these documents for more information.  The main risks and uncertainties that UBI Banca and its subsidiaries are exposed to, as well as the outlook of operations for the consolidating entity UBI Banca, are described in the management report for the separate and consolidated financial statements for the year ended 31st December 2020. 
 

3. SUPERVISION OF ACTUAL IMPLEMENTATION OF THE CORPORATE 
GOVERNANCE CODE   In accordance with paragraph 5 of Article 123 bis of the Consolidated Finance Act, companies such as UBI Banca, which do not issue shares admitted to trading on regulated markets or multilateral trading facilities, may refrain from publishing the information required from issuers under paragraphs 1 and 2 of the aforementioned article, but are required to provide the information identified in paragraph 2, letter b) of Article 123 bis of the Consolidated Finance Act, namely the main features of the risk management and internal control systems for the financial reporting process. This information has been provided in the section “Other information - Report on corporate governance and ownership structure” of the management report in the consolidated and separate financial statements for the year ended 31st December 2020. The Committee examined the management report to verify that the specific information required by the above-mentioned article was prepared in the manner required by law.  
4. SUPERVISION OF THE ADEQUACY, EFFICIENCY AND FUNCTIONING OF 
THE ORGANISATIONAL STRUCTURE  
 The Committee has supervised the proper performance of the tasks carried out by the board committees in accordance with the Articles of Association. The Committee has analysed the organisational units of UBI Banca and its main subsidiaries, with a particular emphasis on the mechanisms of risk management and related support processes.  In 2020, the following were examined in particular:  
 the restructuring of the real estate holdings of UBI Banca and its subsidiaries in Milan; in this regard, the Committee carried out its checks on the counterparty selection process; 
 the updating of UBI Banca’s general company regulations to reflect organisational revisions and updates made to the set of regulations and approved by the competent bodies; 
 the proposed organisational change in the area reporting to the Chief Financial Officer, aimed at optimising the direct reporting to that Officer and the overall structure of the 
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administration and tax compliance area, to promote the specialisation/focalisation of the organisational units and strengthen the effectiveness of the supervision; 
 the proposed activation of new delegated powers established in accordance with the guidelines for optimising and streamlining the information provided to the Board of Directors; 
 following the changes in the suspicious transactions area, the proposal for the appointment of the Substitute STR Officer, who will replace the STR Officer in the event of his/her absence or impediment, and ensure the timely transmission of the STRs to the FIU; 
 the proposal for the appointment of the “Officer responsible for compliance with the safeguarding of client assets requirements” pursuant to the Bank of Italy Regulation implementing Articles 4-undecies and 6, paragraph 1, letters b) and c-bis), of the Consolidated Finance Act, published on 5th December 2019 and effective from 4th January 2020, which completes the alignment at national level with the European MIFID II/MIFIR package on the safeguarding of clients assets and specifically regulates the depositing and sub-depositing of client assets; 
 the organisational restructuring of the subsidiary UBI Sistemi e Servizi within the area reporting to the Chief Information Officer; 
 documentation concerning the integration of UBI Banca into the Intesa Sanpaolo Group in accordance with the Group model.  
 
5. SUPERVISION OF THE ADEQUACY, EFFICIENCY AND FUNCTIONING OF 
THE ADMINISTRATIVE AND ACCOUNTING SYSTEMS 
 After UBI Banca and its subsidiaries joined the Intesa Sanpaolo Group, the Parent Company’s guidelines and rules on administrative and financial governance – which set out the rules for the implementation of the provisions of Article 154 bis of Legislative Decree No. 58/1998 (“Consolidated Finance Act”) within the Group and establish a comprehensive framework for the governance of financial reporting – were incorporated into their corporate regulations.  In accordance with those provisions, the changes made to the scope of companies pursuant to Law 262/2005 and the related area of analysis for the administrative and accounting processes for the adequacy assessments were submitted to the Committee, together with specific streams for the monitoring of the integration activities. With specific regard to 31st December 2020, the verifications were carried out using the methodology already employed in the former UBI Group, as it was substantially in line with the methodology used by the Parent Company. The Committee – also in its role as internal control and audit committee pursuant to Article 19, paragraph 2, letter c), of Legislative Decree 39/2010 – has examined the periodic reports on the work carried out and the remedial actions implemented by the Financial Reporting Officer in support of the legally-required certifications and has investigated the causes and remedies for deficiencies in the accounting systems.  Based on the checks carried out and their results, the function supporting the Financial Reporting Officer confirmed the overall adequacy of the administrative and accounting processes analysed and the associated controls in relation to the consolidated financial statements of the former UBI Group. This allowed the Chief Executive Officer and the Financial Reporting Officer to issue the certifications required by Article 154-bis of the Consolidated Finance Act for the consolidated half-year report for the period ended 30th June 2020, as well as the legally-required certifications by the Financial Reporting Officer and the Chief Executive Officer of UBI Banca for the separate and consolidated financial statements for the year ended 31st December 2020. The Committee has met regularly with the Independent Auditors, in accordance with the provisions of Article 150, paragraphs 3 and 5 of Legislative Decree 58/1998, to review the audit plan and the work carried out to provide their opinion on the 2020 financial statements. During these meetings, the Independent auditors has not reported any censurable actions or 
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irregularities to the Committee that necessitated any specific reporting required under Article 155, paragraph 2, of the Consolidated Finance Act. To help in the assessment of the correct use of the accounting standards and the adequacy of the public disclosures, the Committee has met with the Risk Committee, the Financial Reporting Officer, and the Independent Auditors to examine the procedures used for the preparation of the interim consolidated reports for the periods ended 31st March, 30th June and 30th September 2020 and the separate and consolidated financial reports for the year ended 31st December 2020.  The Committee has looked in particular at the movement in non-performing loans and the results from the application of the criteria and procedures for the classification, measurement and management of non-performing exposures, as well as the effects generated by the uncertainty about the evolution of the COVID-19 epidemic and its impact on the economic and financial system. With regard to the ISP-UBI Integration, the Committee, in joint session with the Risk Committee, has given special attention to the verification of the results of the purchase price allocation and the related effects on UBI Banca’s reporting package as at 31st December 2020 produced for the preparation of the ISP Group’s consolidated financial statements as at that date.  In those meetings, the Committee also examined the process for the preparation of the Pillar 3 disclosures up to 30th September 2020 (supervision of this process was subsequently centralised at the Parent Company as part of the consolidation), and the consolidated non-financial statement, contained in the financial report approved by the Board of Directors on 1st March 2021. The Committee has verified that the requirements laid down in Legislative Decree 254/2016 have been met in this regard.  In implementation of Legislative Decree 38/2005, the separate financial statements of the Bank and the consolidated financial statements of UBI Banca and its subsidiaries for the year ended 31st December 2020 have been prepared in accordance with the International Accounting Standards (IAS) and International Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) and related interpretations of the International Financial Reporting Interpretations Committee (IFRIC), as endorsed by the European Commission in accordance with Regulation (EC) No. 1606/2002. These documents have also been prepared in accordance with the instructions issued by the Bank of Italy in its Circular 262/2005 as amended, in addition to taking account of the interpretation and supporting documents on the application of accounting standards in light of the COVID-19 pandemic issued by regulatory and supervisory bodies and standard setters (ECB, EBA, ESMA, Bank of Italy). As already noted above, the separate financial statements of UBI Banca and the consolidated financial statements of the Group for the year ended 31st December 2020 were approved by the Board on 1st March 2021.  The public disclosures, required by the prudential supervisory regulations, were made on a timely basis in accordance with the specified deadlines and procedures. The reports of the Independent Auditors, issued on 15th March 2021 and prepared in accordance with Article 14 of Legislative Decree No. 39 of 27th January 2010 and Article 10 of Regulation (EU) No. 537/2014, concerning the separate financial statements of UBI Banca and the consolidated financial statements of the UBI Group for the year ended 31st December 2020, did not contain any qualifications, limitations or emphasis of matters. On the same date, the Independent Auditors also issued their report on the consolidated non-financial statement pursuant to Article 3, paragraph 10, of Legislative Decree 254 of 30th December 2016 and Article 5 of the CONSOB Regulation adopted by Resolution No. 20267 of 18th January 2018. That report also did not contain any qualifications, limitations or emphasis of matters.  On 15th March 2021, the Independent Auditors also provided the Committee the additional report required by Article 11 of EU Regulation 537/2014, which confirmed that no significant deficiencies had been identified in the system of internal controls for the financial reporting process that needed to be brought to the attention of the personnel responsible for governance. The annual confirmation of independence, pursuant to Article 6(2)(a) of 
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Regulation (EU) No. 537/2014 and paragraph 17 of the international standard on auditing (ISA Italy) 260, was also attached to that report. In light of the information provided by the Financial Reporting Officer concerning the efficiency and adequacy of the system of internal controls in financial reporting and of the observations of the Independent Auditors, the Committee has reason to find that the administrative and accounting systems of the Bank and its subsidiaries ensure the proper representation of operations and that there are no significant deficiencies in the system of internal controls that concern the financial reporting process. The Committee also verified that the administrative and accounting procedures for preparation of financial reports and all other financial disclosures had been duly applied.   
 
6. SUPERVISION OF THE AUDITS AND INDEPENDENCE OF THE 
INDEPENDENT AUDITORS  
 Deloitte & Touche S.p.A. (“Deloitte”) was engaged to perform the statutory audit of the separate and consolidated financial statements of UBI Banca and the verification of the proper maintenance of the company accounts and of the recording of operating events in those accounts for the nine-year period 2012-2020. Following the completion of the Public Offer, as a result of which ISP became the Parent Company of the former UBI Banca Group, Deloitte reported the presence of circumstances that could potentially compromise its independence. Accordingly, the Board of Directors and the Management Control Committee submitted a proposal to the Shareholders’ General Meeting for approval to terminate the engagement of Deloittes as independent auditors, by mutual consent, and, at the same time, to award the engagement for the nine-year period 2020-2028 to KPMG S.p.A. (who, moreover, had already been appointed as independent auditors of UBI – upon expiry of Deloittes’ engagement – for the nine-year period 2021-2029, by resolution of the Shareholders’ General Meeting of UBI Banca held on 8th April 2020). Within this process, the Committee carried out its required activities: (i) giving  its opinion on the proposal for termination by mutual consent of the engagement of Deloittes; (ii) verifying the statement issued by KPMG S.p.A. on 3rd September 2020 concerning the absence of impediments to accepting the early engagement; and (iii) making its reasoned recommendation to the Shareholders’ General Meeting on the early engagement of KPMG S.p.A. as Independent Auditors for the years 2020-2028.  The Committee has also examined the audit plan for the “Separate and consolidated financial statements for the year ended 31st December 2020” submitted by KPMG S.p.A.. Full details of the amounts paid in 2020 to KPMG S.p.A. and to the entities in the KPMG Network are provided in the annex to the financial statements entitled “Fees for audit and non-audit services pursuant to Article 149-duodecies of CONSOB Regulation No. 11971”.   The Committee has also continuously monitored the provision of non-audit services within its oversight of the independence of the auditors. 
 
7. SUPERVISION OF THE ADEQUACY, EFFICIENCY AND FUNCTIONING OF 
THE SYSTEM OF INTERNAL CONTROLS  
 The Committee has verified observance of supervisory provisions concerning the general principles of the system of internal controls, the role of the corporate bodies, and the role and requirements of all functions involved in the system of controls and has noted their adequacy and the proper execution and coordination of duties. Where appropriate, the Committee has promoted the adoption of corrective measures aimed at remedying the deficiencies identified and has monitored the progress of the remediation actions taken in response to the findings reported by the corporate control and supervisory functions.   The integration of UBI Banca and its subsidiaries into the Intesa Sanpaolo Group has resulted in the need to adopt the ISP Group’s integrated internal control system regulation (below also the “ISP IICS Regulation”), adapting their internal control systems, where necessary, both to align them to the Group’s strategy and policy on controls and to implement the new corporate 
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structure. To this end, the Bank’s units have carried out a gap analysis of the control system in place at the former UBI Group with respect to the content of the “ISP IICS Regulation”, to identify the actions to be taken for the progressive alignment to ISP’s control system.  In accordance with the current supervisory regulations, the Group’s integrated internal control system regulation sets out the tasks and responsibilities of all those involved in the internal control system, the procedures for the coordination and interaction between the control functions, and the procedures for the management and coordination of the Group companies and international subsidiaries and the main flows of information between the various parties involved in the system. During the transition phase, and in the knowledge that the internal control system is a key part of the overall governance system for the purposes of sound and prudent management, the Committee has verified that maximum attention has been given to implementing the operational process for aligning the control system with the Parent Company. The guidelines for the internal control system are governed by the internal control system policy of UBI Banca and its subsidiaries, which establishes the responsibilities of the corporate control bodies and functions, identifies how they coordinate and exchange information to ensure integration of the system, and details the related principles found in the other internal regulations. It also defines the guidance and coordination of the subsidiaries and foreign branches for the purpose of ensuring a consistent approach to risk management throughout the Group.  In accordance with this policy, the internal control system is structured into three levels:  
 first level controls: designed to ensure the proper performance of operations. These controls are carried out by the operating units themselves (e.g. hierarchical, systematic and sample controls), and may also be carried out by units with control duties only who report to the managers responsible for the operating units (or they are carried out as part of back office activities) and, where possible, they are incorporated into IT procedures. 
 second level controls: designed to ensure compliance with the operating limits assigned to the various functions, the correct implementation of the risk management process and the compliance of business operations with regulations, including self-regulation.  In compliance with regulatory requirements, the functions responsible for second level controls are separate from the operational functions. In detail these functions are: 

• the risk control function (Risk Management); 
• the regulatory compliance function (Compliance); 
• the specialist control functions (anti money-laundering function and validation function). The second level control activities are also similar to those of the Senior Officer Responsible for the preparation of corporate accounting documents.  

 third level controls: designed to identify violations of the procedures and regulations and periodically evaluate the completeness, adequacy, functionality (in terms of efficiency and effectiveness) and reliability of the internal control system and IT system (ICT audit), with a frequency set on the basis of the nature and intensity of the risks. Within the control system, the Committee is the continuous point of reference for the corporate control functions. The system also relies on the involvement of specialist control functions, the officer responsible for the business continuity plan, the independent auditors, and the supervisory body pursuant to Legislative Decree 231/2001. In this regard, at the beginning of 2020 the Committee examined the “Annual report of the supervisory body on the work carried out in 2019 and the work plan for 2020” and was informed of the results of the project for the “Risk self-assessment model and flows of information to the supervisory body pursuant to Legislative Decree No. 231/01” regarding the submission of the target information flows to the 231/01 supervisory body. As part of the ordinary dialogue with the Bank’s corporate bodies, meetings were held throughout 2020 between the chairman of the supervisory board and the chairman of the Committee. In the last of these meetings, held in December 2020, the chairman of the supervisory body presented a summary of the main work carried out during 2020 to the 
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Committee, full details of which were subsequently provided in the supervisory body’s annual report submitted to the Committee and the Board of Directors in March 2021. The latest update of the Bank’s 231/01 model was approved by the Board of Directors on 22nd September 2020 in light of the new tax offences, following an adequacy assessment by the supervisory body and verification by the Management Control Committee. Provided below is a summary of the activities conducted by the bodies responsible for conducting internal controls.   
Chief Compliance Officer   The Chief Compliance Officer has submitted the periodic compliance-related reports to the Committee and, in particular, the quarterly reports, the annual report for the year 2020 and the 2021 action plan, together with the 2021 compliance plan in accordance with the Bank of Italy supervisory regulations and Article 22 of Delegated Regulation (EU) 2017/565, and the respective progress reports on the most significant activities.  The Committee has also received the report on the overall situation regarding complaints and the adequacy of the related procedures, together with the annual report on the assessment of the product governance and control procedures. The Chief Compliance Officer has also provided specific reports regarding:  
 the results of the Bank of Italy inspection on the “Customer protection aspects of credit rating assessments”; 
 an update on the progress of the action plan to be sent to the Bank of Italy in response to the results of the inspection carried out on transparency; 
 the results of the review of the marketing policies and the conditions of sale of insurance products combined with loans in response to the joint request from Italian insurance authority (IVASS) and the Bank of Italy in their letter to the market of 17th March 2020;  
 the actions taken by the Bank to respond to the Bank of Italy’s request of 6th November 2020 “Transparency checks – further actions” with regard to credit processing fees for certain types of transactions (debit cards, cheques and outstanding bills); 
 the actions taken in relation to the management of the online process for the acceptances submitted for the Public Offer made by Intesa Sanpaolo S.p.A. and the related operating instructions, the architecture of the controls, the controls carried out, and the monitoring and resolution of complaints; 
 the results of the assessment conducted on the approval process for the real estate restructuring transaction carried out in Milan; 
 the proposed revision of the compliance action plan for 2020; 
 the update of the UBI Banca model of organisation, management and control pursuant to Legislative Decree No. 231/01. 
 
Anti Financial Crime Area To enable the Committee to properly oversee compliance with the regulations on money laundering, terrorist financing and the management of embargoes, as well as the completeness, effectiveness and adequacy of the related controls, the head of the anti-money laundering function provided continuous updates on the progress of the anti-money laundering controls of the Bank and the former UBI Group. The Committee has received, inter alia, specific information with regard to:  
 the progress and completion of the programme of changes initiated following the Bank of Italy anti-money laundering audit carried out between November 2017 to February 2018, which identified the need for strengthening of the Group’s controls; 
 the addition to UBI Banca’s 2020 Level 2 AML Control Plan to include a specific control on the due diligence for customers who have obtained a loan related to the COVID-19 health crisis, in response to the requests made in this regard in the communications from the Bank 
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of Italy on 10th April 2020 and from the Financial Intelligence Unit on 16th April 2020, addressed to the obliged entities under the anti-money-laundering regulations”; 
 employee training on the topic of money laundering;  
 AML regulatory gap analysis; 
 update of Pramerica SGR’s risk management policy and regulation for money-laundering and terrorist financing risks. The head of the anti-money laundering function also submitted the periodic AML-related reports to the Committee, in accordance with the specified reporting flows.  The periodic report also provided the Committee information on the work carried out with regard to the entities of the former UBI Banca Group, for which UBI performs a role of coordination and governance concerning the management of money laundering risk.  
 
Chief Risk Officer  The Chief Risk Officer (CRO) has submitted information on risk highlighting critical issues for the Group on a quarterly basis, an annual report on activities carried out in 2020 and a plan of activities scheduled for 2021, inclusive of those of the validation function. In accordance with Art. 13 of the regulations issued by the Bank of Italy and by CONSOB as per Art. 6, paragraph 2-bis, of the Consolidated Finance Act, the Chief Risk Officer also reported on risk management activities in the area of investment services provided to customers in 2020.  The CRO submitted specific reports to the Committee regarding the: -  updates regarding the Risk Appetite Framework; - Business Plan: RAF and risk assessment; - required reporting to the supervisory authority as a result of the authorisation to adopt internal models to calculate capital requirements (credit risks and operational risks); - quarterly updates related to the SREP dashboard; - main capital, liquidity and credit risks in light of the market situation resulting from the spread of COVID-19; - second level controls (“AQR”); - public disclosures as at 31st March 2020, 30th June 2020 and 30th September 2020; - DDT project: reliability and sustainability models rules. 
 
Chief Audit Executive The Chief Audit Executive is the head of the main unit to which the Committee turns in the performance of our supervisory duties. The unit reports functionally to the Committee and participates in the Committee’s meetings, keeping the Committee informed of the work being done, some of which is requested by the Committee itself.  The Committee plays a proactive role with the Internal Audit function, and the audit priorities expressed are also taken into consideration when defining the annual audit plan.  In 2020, in the performance of its duties, the Internal Audit function provided the Committee with monthly updates on the work being done, highlighting the main issues encountered, and reported on the action plans carried out by the competent functions of the company in order to overcome these issues. The Internal Audit function also carried out the annual assessment 
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of the maturity of the internal control system and the risk management process, in accordance with the requirements of Bank of Italy Circular No. 285. The function also provided the Committee an annual report on the work carried out, the planning guidelines and the results of the risk assessment, together with the resulting audit plan.  The Committee also carried out specific checks on the following: 
 the function’s project initiatives aimed at further improving the effectiveness and efficiency of its controls, broadening the scope of assessment and using the technical and IT resources available; 
 the internal audit quality assurance and improvement programme; 
 the proposed revision of the 2020 audit plan; 
 the results of the checks carried out on the management of the online process connected to the Public Offer made by Intesa Sanpaolo S.p.A.; 
 the results of the review of the marketing policies and the conditions of sale of insurance products combined with loans in response to the joint request from Italian insurance authority (IVASS) and the Bank of Italy in their letter to the market of 17th March 2020; 
 the results of the assessment conducted in relation to the approval process connected with the real estate restructuring transaction carried out in Milan; 
 the outsourcing of credit recovery to external companies by UBI Banca and its subsidiaries; 
 the 2021 planning guidelines for the stand-alone UBI Banca, detailing: 

• the results of the risk assessment carried out and the basis of allocation of the effort to the different types of activities; 
• the methodological approach adopted in light of the corporate restructuring (merger of UBI Banca into Intesa Sanpaolo in April 2021); 
• the main activities that will be proposed in the annual planning document, with regard to the approximately 4 months of operation; 

 the planning of the audit of UBI Banca and its subsidiaries. The Internal Audit function performed the compulsory assurance checks and prepared the reports required by the supervisory regulations, which were examined by the Committee, including in particular: 
 the annual report on the outsourcing of important operational functions; 
 event-driven whistleblowing reports and the annual report from the head of internal reporting systems, together with the annual report on the proper functioning of the internal reporting systems; 
 the annual report on internal audits in accordance with Art. 14 of the joint CONSOB–Bank of Italy Regulation pursuant to Art. 6, paragraph 2-bis, of the Consolidated Finance Act. 
 the “Single Customer View (“SCV”) report required by the Interbank Deposit Protection Fund”; 
 the report on the controls carried out by the company functions on the 2020 covered bond programme. During its meetings, the Committee has received the reports from the Internal Audit function on the results of the verification of compliance of the operating practices adopted for the quantification, approval and implementation of the 2020 incentive scheme with the policies and procedures approved by the corporate bodies and with the instructions issued by the Bank of Italy regarding the implementation of CRD IV. The Chief Audit Executive has also issued the opinion confirming their adequacy. The function also produced numerous, timely informational reports concerning issues arising during the year. These reports were brought to the attention of the Committee, which then looked into the matters and encouraged the competent company functions to resolve the issues. 
 
Integrated Reporting  In accordance with the internal control system policy of UBI Banca and its subsidiaries, the Chief Executive Officer and the heads of the Corporate Control Functions sent the Committee 
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the periodic flash reports from the control functions, which precede the top issues report (TIR), and are used in the board meetings held for the approval of the financial reports. The flash reports consist of the summary list of issues that will be presented in the first pages of the TIR without the related detailed information sheets. The TIR focuses on the most significant issues and provides a brief overview of all the findings from the reporting by the control functions that are significant in terms of their impact on the ability to achieve the company objectives. The TIR therefore provides a summary of the top issues identified by the control functions and a description of the issues in specific detailed information sheets. The Committee attributes great value to this information and has constantly dedicated time on the issues reported and monitored the progress of the mitigation actions formulated by the various areas of the Group.  The Committee has also examined the annual reports of the corporate control functions, which – after completing their work for 2020 – have confirmed the overall adequacy of internal control system and risk management process, for the aspects concerning them.   
 
Evaluation of the corporate control functions In its performance evaluation, the Committee provides its opinion on the performance of the Chief Audit Executive and the Officer with Responsibility for Suspicious Transactions, who report directly to the Board of Directors. The Committee has also reviewed the reports provided by the Chief Executive Officer or by the direct heads, the Chief Risk Officer and the staff reporting to that officer, the Chief Compliance Officer and the staff reporting to that officer, and the Head of Anti-Financial Crime, as well as the reports from the Chief Audit Executive. 
 

8. SUPERVISION OF THE ADEQUACY, EFFICIENCY AND FUNCTIONING OF 
RISK MANAGEMENT AND GOVERNANCE  
 In 2020, the changes and updates to the risk appetite framework (RAF) were made taking into account the regulatory guidance from the competent authorities, the findings from the SREP and other background factors, including the management of the potential effects of COVID-19. The Committee has overseen:  
 the completeness, adequacy, functioning, and reliability of the Risk Appetite Framework (RAF) for 2020 and examined the related methodological aspects;  
 the completeness, adequacy, functioning, and reliability of the internal risk measurement systems to determine capital requirements and their compliance with applicable legislation, including for the purposes of the annual certification issued by the Board of Directors concerning observance of the requirements for their use. Specifically, the Committee has reviewed the annual report prepared by the Internal Audit and Compliance function, as well as the ICAAP and ILAAP reports as at 31st December 2019 and the findings from the Validation function’s reviews of the internal capital adequacy assessment (“ICAAP”) and liquidity adequacy (“ILAAP”) processes. In this regard, the Committee was able to determine that the Bank’s overall capital adequacy and liquidity continued to be sufficient. With regard to the Group’s Business Plan for the period 2020-2022, the Committee examined the update of the proposed risk appetite, which accompanies the analysis of the impact of an adverse macroeconomic scenario on the capital projections in the Business Plan, with the related risk assessment.  The Committee then reviewed the risk appetite document again, following the update of the Business Plan in July, which takes into account the initiatives proposed by the supervisory authorities to deal with the emergency resulting from the COVID-19 pandemic.  Following the start of the integration into Intesa Sanpaolo, the Committee examined the cascading component of the Group’s RAF for UBI Banca, including the recovery triggers, 
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approved last November at consolidated level by the Board of Directors of Intesa Sanpaolo and at individual level by the Board of Directors of UBI Banca. The Committee has also reviewed the set of Group guidelines on related matters identified by the Parent Company and determined that they should be adopted by the Board of Directors of UBI Banca, together with the RAF’s cascading component, replacing the previous internal UBI regulations, where they are superseded by the new provisions. The implementation of the cascading component of the Parent Company’s RAF and other transitional credit-related regulations enabled the extension of Intesa Sanpaolo’s credit risk management (CRA) framework to UBI Banca and IW Bank, replacing the previous framework.  The adoption of the Group’s risk management framework, and the risk appetite framework and the credit risk appetite in particular, also required an alignment of the risk monitoring methods, in relation to which the Committee conducted a detailed review of the activities carried out by the risk control function.  The Committee monitored the provisioning within the integration process, verifying the decision-making process underpinning the analyses and impact assessments carried out with a view to alignment with the Parent Company.  The Committee also examined:  
 the de-risking through sales of non-performing loan portfolios; 
 the IT Strategic Plan for 2020-22, produced as part of the preparatory work for the new Business Plan; 
 reporting on the LCR, pursuant to Article 23(2) of Delegated Regulation (EU) 61/2015; 
 the results of the annual asset monitors’ reports on the covered bond programmes; 
 the Business Continuity Plan as well as the results of the verification of the adequacy of the Business Continuity Plan and the checks on the business continuity measures; 
 the annual report from the data protection officer; 
 the half-yearly report on occupational health and safety (“Legislative Decree 81/08”); 
 the new methods of presentation of the main measurements for the data governance system, the progress of the 2020 data governance programme, and the annual data quality summary report. The Committee has also received regular reports from the Chief Information Officer on fraud issues and, more generally, on matters relating to cyber security and business continuity. From March 2020, the Committee has received systematic updates on the measures taken by the Bank to manage the COVID-19 emergency in order to ensure safety in the workplace, as well as business continuity. 
 
9. SUPERVISION OF COMPLIANCE WITH LEGISLATION APPLICABLE TO 
THE BANK AS A PARENT COMPANY  
 In the period when UBI Banca was the Parent Company of the former UBI Banca Group, the Committee, with the aid of the corporate control functions, performed its supervision to ensure that the Bank, in carrying out its management and coordination, had exercised control over the evolution of its various areas of operations and the related risks, in addition to management control to ensure the continued financial stability and viability of the individual companies and of the former UBI Banca Group, and technical and operational control to assess 
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the various risks brought by the individual subsidiaries into the consolidating entity UBI Banca and its overall risks.  In this regard, the flows of information between UBI Banca and its subsidiaries ensured effective exchange of information between the corporate bodies regarding the management and control systems and the general performance of operations.  The Committee has held meetings with the senior management bodies of the subsidiaries, also in accordance with Article 151-ter, paragraph 4, of the Consolidated Finance Act.   
10. CONCLUDING CONSIDERATIONS CONCERNING THE SUPERVISORY 
ACTIVITIES PERFORMED 
 As detailed above, the Committee has verified the functioning of internal procedures and found them to be suited to ensuring observance of applicable laws, regulations, and articles of association. With regard to observance of the principles of proper management, the Committee has verified that the decision-making process takes due account of the risks and effects of management decisions made and that the corporate bodies can rely on an adequate system of information, including with regard to any interests of the directors. The organisational structure, the administration and accounting system, and the process of auditing the accounts are deemed to be adequate and functional to the duties they are called upon to fulfil.  The Committee has also verified that there are no problem issues that could compromise the internal control system or the governance and risk management process. In view of all the above, and having considered the audit reports issued by KPMG S.p.A. and taken note of the joint statements issued by the Chief Executive Officer and the Financial Reporting Officer, the Committee has found no reason, within its remit, not to approve the financial report of UBI Banca for the year ended 31st December 2020 and the accompanying management report and explanatory notes, as approved by the Board of Directors on 1st March 2021. The Committee is also in favour of the proposal to replenish the loss for the year reported in the financial statements.   Milan, 15th March 2021             for the Management Control Committee                                                              Chairman – Luigi Arturo Bianchi  
 


