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Shareholders' Meeting: the Issuer's Shareholders' Meeting.
Bank: Banca Sistema S.p.A.

Circular 285: Bank of Italy Circular no. 285 of 17 December 2013 containing the Supervisory Provisions
for Banks.

Code/CG Code: the Corporate Governance Code for listed companies, approved by the Corporate
Governance Committee in January 2020.

Civil Code: the Italian Civil Code.

Committee/CG Committee/Corporate Governance Committee: the Italian Corporate Governance
Committee for listed companies, promoted by Borsa Italiana S.p.A., ABI, Ania, Assogestioni, Assonime
and Confindustria.

Board of Directors: the Issuer's Board of Directors.

MEF Decree: Decree of the Italian Ministry of the Economy and Finance no. 169 of 23 November 2020.
Issuer: the issuer of securities to which the Report refers.

Financial Year: the financial year to which the Report refers.

Consob Issuers' Regulation: the Regulation issued by Consob with resolution no. 11971 of 1999 (as
amended) on issuers.

Consob Market Regulation: the Regulation issued by Consob with resolution no. 20249 of 2017 on
markets.

Consob Related Party Regulation: the Regulation issued by Consob with resolution no. 17221 of 12
March 2010 (as amended) on related-party transactions.

Report: the report on corporate governance and ownership structure that companies are required to
prepare and disclose pursuant to art. 123-bis of the Consolidated Law on Finance.

Remuneration Report: the report on the remuneration policy and remuneration paid, which
companies are required to prepare and disclose pursuant to art. 123-ter of the Consolidated Law on
Finance and art. 84-quater of the Consob Issuers’ Regulation.

Consolidated Law on Finance: Italian Legislative Decree no. 58 of 24 February 1998.
Consolidated Law on Banking: Italian Legislative Decree no. 385 of 1 September 1993.

Unless otherwise specified, the definitions set out in the CG Code for the following terms shall be
deemed to be referenced herein: directors, executive directors [see Q. Def. (1) and Q. Def. (2)],
independent directors, significant shareholder, chief executive officer (CEO), Board of Directors,
control body, business plan, companies with concentrated ownership, large company, sustainable
success, top management.

Banca Sistema adheres to the Code and, on the basis of the guidance contained in the Introduction,
any provisions of the Code that are not applied by the issuer are specifically highlighted and described,
evidencing the reasons for the non-application.



BANCA

SISTEMA

As a banking institution, Banca Sistema is required to comply with the corporate governance provisions
set out in EU and national laws and regulations and, therefore, any amendments to the corporate
governance model and to the Articles of Association are subject to prior review and approval by the
Bank of Italy.

The overall framework of Banca Sistema's corporate governance has been defined taking into account
current national and EU regulations and the recommendations contained in the Corporate Governance
Code, to which the Bank adheres. The Bank’s corporate governance structure takes specific account of
the relevant provisions contained in Part I, Title IV, Chapter 1 of the Supervisory Provisions for Banks.

Corporate governance system

The Banca Sistema Group’s corporate governance system complies with the relevant supervisory
regulations and is also based on the principles recognised by international best practices as
fundamental elements of good corporate governance: the central role of the Board of Directors, the
proper management of conflicts of interest, the efficiency of the internal control system and
transparency towards the market, with specific reference to the communication of corporate
decisions.

Banca Sistema has adopted the traditional management and control model, considering it the most
suitable for its own operation, in order to ensure efficient management and effective controls.

In the corporate governance model adopted by Banca Sistema
—  the strategic supervision function is performed by the Board of Directors;

—  the management function is performed by the CEO, limited to the powers granted by the Board
of Directors;

—  the control function is performed by the Board of Statutory Auditors;

—  thestatutory audit is entrusted to independent auditors, in accordance with applicable regulatory
provisions.

In the performance of its duties, the Board of Directors is supported by several committees set up
within its own function (Board committees: the Internal Control and Risk Management Committee,
the Remuneration Committee and the Appointments Committee).

In addition, Banca Sistema has adopted an organisational and management model pursuant to
Legislative Decree 231/2001 and has therefore appointed a Supervisory Body (SB).

As of February 2021, Banca Sistema has also adopted and implemented a divisional-type organisational
model and has thus created two divisions, Factoring and CQ (salary- and pension-backed loans),
appointing their respective heads (Andrea Trupia for the Factoring Division and Marcello Cavazzuti and
Nicolo Fiorio as the co-Heads of the CQ Division) and assigning them specific powers and
responsibilities. With reference to the collateralised lending business, a separate legal entity has been
established (ProntoPegno S.p.A.) as a financial intermediary entered in the register set out in art. 106
of the Consolidated Law on Banking.

The powers and modes of operation of the corporate bodies are regulated by law, the Articles of
Association, company Regulations and the resolutions passed by the Bank's appointed bodies.

For information on the composition and functioning of the management and control bodies and of the
SB, reference is made to the specific sections of this Report.

Sustainability Report

Despite not falling under the category of public-interest entities with the size required for the
application of Legislative Decree 254/2016, in 2021 the Banca Sistema Group prepared and published,
on a voluntary basis, the 2020 Sustainability Report, which represents the first edition of the Group’s
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non-financial reporting. For the purposes of drafting the Report, account was taken of the provisions
of Legislative Decree 254/2016, regarding the relevance of the issues to be reported and the related
risks, as well as the principles and methodologies provided for by the most recent standards published
by the Global Reporting Initiative (GRI), a national and international reference framework for defining
non-financial reporting models. For more information on sustainability matters, please refer to the
paragraph on the “Role of the Board of Directors” in point 4.1 below.

Banca Sistema as an issuer falling within the definition of SME

Banca Sistema is classified as an SME within the meaning of art. 1, paragraph 1, letter w-quater.1) of
the Consolidated Law on Finance and art. 2-ter of the Consob Issuers’ Regulation. At 31 December
2021, Banca Sistema’s capitalisation amounted to euro 169.64 million.

In January 2021, Banca Sistema was included in the list of “SME” issuers of listed shares, as published
by Consob pursuant to paragraph 2 of art. 2-ter of the Issuers’ Regulation.

Banca Sistema as an issuer falling outside the categories “company with concentrated ownership”
and “large company”

The Bank cannot be classified as a “company with concentrated ownership” or a “large company”,
within the definitions set out in the Code.


https://www.consob.it/documents/46180/46181/reg_consob_1999_11971.html/2f881567-6e9f-4eef-822a-e098360c6a56#Art._2-ter
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a)  Share capital structure (art. 123-bis, paragraph 1, letter a) of the Consolidated Law on Finance)

Banca Sistema’s share capital, fully subscribed and paid in, is euro 9,650,526.24, divided into
80,421,052 shares, each with a nominal amount of euro 0.12. As at 31 December 2021, the share
capital was composed as follows:

Categories of shares making up the share capital as at 31 December 2021:

SHARE CAPITAL Number of | % of share Listed (market)

STRUCTURE

shares

capital

/ unlisted

Rights and obligations

Ordinary shares

80,421,052

100%

Listed (MTA)

Each ordinary share gives
the right to cast one vote

As at 31 December 2021 no other financial instruments have been issued such as to give the right to
subscribe new shares.

For shares to be allocated by way of variable remuneration to the CEO, who also holds office as the
General Manager, and to other “key personnel” corporate officers, employees and collaborators of
the Bank and of other parents and subsidiaries, reference should be made to the Report on the
remuneration policy and remuneration paid, drawn up pursuant to art. 123-ter of the Consolidated
Law on Finance, also with regard to the allocation, if any, of financial instruments pursuant to article
114-bis of the Consolidated Law on Finance and article 84-bis of the Issuers' Regulation.

b)  Restrictions on the transfer of securities (art. 123-bis, paragraph 1, letter b) of the Consolidated
Law on Finance)

There are no restrictions on the transfer of the Bank’s shares, except for (i) the retention periods set
forth by the Internal Dealing Regulation, (ii) the limits established by the shareholders participating in
the shareholders' agreement in relation to which reference is made to paragraph g) below, and (iii) the
restrictions on the retention of shares assigned to persons considered key personnel pursuant to the
Banca Sistema Group’s remuneration policies.

For the sake of completeness of information, note that pursuant to the new version of the Articles of
Association, as approved by the Shareholders’ Meeting on 23 April 2020 with the prior approval of the
Bank of Italy, a decision has been adopted to introduce shares with increased voting rights (see
paragraph d) below).

c¢)  Major equity investments (art. 123-bis, paragraph 1, letter c) of the Consolidated Law on
Finance)

As at 31 December 2021, in the light of the communications submitted pursuant to art. 120 of the
Consolidated Law on Finance and the communications submitted by relevant parties pursuant to art.
152-octies of the Issuers' Regulation, the parties who own, directly or indirectly, shares with voting
rights in excess of 5% of the share capital are shown in Table 1 attached to this Report.

d) Securities granting special rights (art. 123-bis, paragraph 1, letter d) of the Consolidated Law
on Finance)
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No securities have been issued by the Bank granting special control rights.

Art. 5 of the Articles of Association, as amended by the Extraordinary Shareholders’ Meeting on 23
April 2020, regulates “increased voting rights” pursuant to art. 127-quinquies of Legislative Decree no.
58 of 24 February 1998.

In this regard, please refer to the specific section published on the Bank’s website
www.bancasistema.it, Section Investors/ Increased voting rights), which outlines the purposes, effects
and characteristics of increased voting rights and the related application procedure. The
aforementioned page includes, inter alia, the list of shareholders holding an equity investment greater
than 5% who have requested to be included in the list of shares with increased voting rights.

e) Employee share ownership: mechanism for exercising voting rights (art. 123-bis, paragraph 1,
letter e) of the Consolidated Law on Finance)

There is no employee share ownership scheme where the voting right is exercised by representatives
of the latter.

f)  Restrictions on voting rights (art. 123-bis, paragraph 1, letter f) of the Consolidated Law on
Finance)

There are no restrictions on voting rights associated with the Bank’s shares.

g) Shareholders' agreements (art. 123-bis, paragraph 1, letter g) of the Consolidated Law on
Finance)

On 29 June 2020, effective 2 July 2020 and expiring on 1 July 2022, a Shareholders’ Agreement was
entered into by the Bank and the Foundations.

The Agreement is a significant shareholders' agreement pursuant to and for the purposes of art. 122,
paragraphs 1 and 5, letters b) and c) of the Consolidated Law on Finance.

The updated version of the Agreement was filed with the Milan Companies' Register on 2 July 2020
and has been submitted to the Bank of Italy and Consob.

SGBS, Fondazione Sicilia, and Fondazione Cassa di Risparmio di Alessandria are the parties to the
Agreement.

The following table shows the number of the Bank's shares contributed to the Agreement by the above
entities (the "Contributed Shares") and the number of voting rights related to them (the "Contributed
Voting Rights") as at 31 December 2021, in addition to the percentage represented by such shares in
relation to (i) the total number of Contributed Shares and Voting Rights, and (ii) the total number of
shares forming Banca Sistema's share capital and their associated voting rights.

Number of % of total % of Banca Number of % of the total of
Shareholder Contributed Contributed Sistema's Contributed Contributed
Shares Shares total shares Voting Rights Voting Rights
SGBS? 18,578,900 60.14% 23.10% 18,578,900 60.14%
Fondazione Sicilia 5,950,104 19.26% 7.40% 5,950,104 19.26%

Societa di gestione delle partecipazioni in

investments, not vis-a-vis the public.

Banca Sistema S.r.l., a company that acquires and manages equity
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Fondazione Cassa di
Risparmio di 6,361,731 20.60% 7.91% 6,361,731 20.60%
Alessandria

Total 30,890,735 100.00% 38.41% 30,890,735 100.00%

No entity exercises individual control over Banca Sistema pursuant to art. 93 of the Consolidated Law
on Finance.

The shareholders participating in the shareholders' agreement have undertaken to ensure that Banca
Sistema pursues a policy aimed at strengthening the capital based on the partial retention of the profits
realised within the same.

The Agreement obliges the parties not to sell, until 1 July 2022, any shares they held in Banca Sistema
at the date the Bank’s shares were listed on the Italian Equities Market, STAR segment (2 July 2015)
(for the sake of clarity, represented as follows: SGBS 23.10%, Fondazione Sicilia 7.40%, Fondazione
Cassa di Risparmio di Alessandria 7.40%), without prejudice to transfers to the aforesaid companies or
to any natural or legal persons controlled by or associated with these - as per the definition given in
art. 2359 of the Civil Code - and without prejudice to the application of articles 5.2 to 5.7 of the
Agreement.

h)  Change of control clauses (art. 123-bis, paragraph 1, letter h) of the Consolidated Law on
Finance) and provisions of the Articles of Association concerning IPOs (art. 104, paragraph 1-ter and
art. 104-bis, paragraph 1)

Banca Sistema and the other companies of the Group (SF Trust Holdings in liquidation, LASS and
ProntoPegno) have not entered into agreements that take effect, are amended or terminate upon a
change of control of the contracting company.

Banca Sistema's Articles of Association do not derogate from the passivity rule provisions set forth by
art. 104 paragraphs 1 and 2 of the Consolidated Law on Finance, nor do they provide for the application
of the neutralisation rules set forth by art. 104-bis, paragraphs 2 and 3, of the Consolidated Law on
Finance.

i)  Powers to increase the share capital and authorisations to purchase treasury shares (art. 123-
bis, paragraph 1, letter m) of Consolidated Law on Finance)

The Shareholders’ Meeting of the Bank held on 30 April 2021 authorised — for a maximum period of
eighteen months —the Board of Directors (i) to submit to the Bank of Italy the request for authorisation
to repurchase treasury shares for an amount of no more than euro 2,810,000 and (ii) to purchase fully
paid-in ordinary treasury shares of the Bank, with a nominal amount of euro 0.12 (zero point twelve)
each, for an amount of no more than euro 2,810,000.

The Board of Directors launched the plan for the repurchase of treasury shares on 15 February 2022,
for an amount equal to euro 2,300,000.

As at the date of publication of this document, Banca Sistema holds no. 693.000 treasury shares,
representing 0.86% of the share capital.

1) Management and coordination activity (art. 2497 et seq. of the Civil Code)

Banca Sistema is not subject to management and coordination activity pursuant to art. 2497. In its
capacity as parent of the BANCA SISTEMA banking Group, pursuant to art. 61, paragraph 4, of the
Consolidated Law on Banking, it issues, in the performance of its management and coordination

10
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activity, instructions to the members of the Group to comply with the guidelines set forth by the Bank
of Italy in the interest of the Group's stability.

It should be noted that:

— the information required by art. 123-bis, paragraph 1, letter i) of the Consolidated Law on Finance
("agreements between the company and the directors which provide for compensation in case of
resignation or dismissal without just cause or if their employment contract is terminated as a result
of a takeover bid”), is contained in the Report on the remuneration policy and remuneration paid
published pursuant to art. 123-ter of the Consolidated Law on Finance;

— the information required by art. 123-bis, paragraph 1, letter I) of the Consolidated Law on Finance
("the rules governing the appointment and replacement of directors and the amendment of the
Articles of Association, if different from the laws and regulations applicable in the alternative"), is
illustrated in the section of the Report dedicated to the Board of Directors (Section 4.1).

11
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Banca Sistema has adhered to the Code of Conduct issued by the Corporate Governance Committee
in June 2011 and also adheres to the new edition of the Corporate Governance Code issued by the
Corporate Governance Committee in January 2020, in force since 1 January 2021.

The CG Code is available to the public on the following page of the Corporate Governance Committee’s
website https://www.borsaitaliana.it/comitato-corporate-governance/codice/2020.pdf.

* ok ok

Neither Banca Sistema nor any of its subsidiaries of strategic importance are subject to non-ltalian
provisions of law.

12
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4.1 ROLE OF THE BOARD OF DIRECTORS

Pursuant to the provisions of Bank of Italy Circular 285/2013 and those of art. 12.2 of the Articles of
Association, the following matters, inter alia, are expressly reserved to the Board of Directors:

- the determination of the general guidelines relating to the company's development, the
strategic operations, business and financial plans of the company, as well as the assessment of
the general management performance;

- the adoption of the Company's development policies which are necessary in order to determine
the long-term business plan and the budget for the period;

- the approval of the company structure and corporate governance, thereby guaranteeing a clear
separation of tasks and functions as well as the prevention of conflicts of interest;

- the approval of the accounting and reporting systems and the determination of the criteria for
the coordination and management of the Group companies;

- the determination and supervision of the Bank’s public disclosure and communication process;

- the determination of the risk appetite and the approval of the risk management policies, as well
as, after the Board of Statutory Auditors has expressed its opinion, the assessment of the
functionality, effectiveness, efficiency of the internal control system and adequacy of the
organisational, management and accounting structure (see Section 9 for further details);

- the definition of the risk objectives and the threshold of risk tolerance when drawing up the
Risk Appetite Framework (RAF), setting in advance the Bank’s risk/return objectives and the
associated operational limits;

- the definition of guidelines for the internal control system, ensuring that the system is
consistent with the set strategic guidelines and risk appetite and able to identify changes in
company risks and any interaction between them;

- the definition of general guidelines for the ICLAAP (Internal Capital and Liquidity Adequacy
Assessment Process), ensuring consistency with the RAF and timely adaptation in the event of
significant changes in the strategic guidelines, the organisational structure and the business
environment;

- the identification of the criteria for identifying the most significant transactions (MST) to be
submitted for prior review by the Risk Department;

- the decisions regarding the acquisition and sale of strategic equity investments and the
acquisition and sale of treasury shares, in accordance with the resolution of authorisation by
the Shareholders’ Meeting and following authorisation from the Supervisory Authority;

- the issue of convertible bonds for a maximum overall amount of euro 20,000,000 within the
maximum period permitted by law.

The Board of Directors also ensures the appropriate management of risks to which the Bank is exposed,
identifying in a timely manner the sources of risk, the possible evolution of those risks and the required
safeguards. The Board defines the overall governance structure, approving the Bank’s organisational
structure and monitoring proper implementation.

In particular, this is ensured by setting up a regulatory framework to regulate: i) the rules of operation
of the Board of Directors, ii) the exchange of information between the Governance Bodies, the Control
Bodies, the Board Committees and the departments within the Bank’s organisational structure,
through a system of appropriate, complete and timely information flows that maximises the value of
the different levels of responsibility within the organisation and achieves the objectives of efficient
management and effective controls, and iii) the definition of guidelines for the Group’s management
and coordination activity.

13
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As the body entrusted with strategic supervision, the Board of Directors approves the business plans
of the Bank and the Group. The 2021-2023 Business Plan was approved in 2021 and sets out a
development strategy that also focuses on matters that are important in pursuing the sustainable
success of the Bank (essentially aiming to create long-term value for shareholders), taking into account
the following areas:

- Governance

- People

- Customers

- Communities
- Environment.

The business plan approval process saw the Board of Directors meet several times, also in the form of
working group involving external consultants. The Corporate Strategy Department, whose analyses are
periodically reviewed by the Board of Directors, monitors the implementation of the business plan.

As a body entrusted with strategic supervision, the Board of Directors provides strategic guidance and
oversight of corporate management (e.g. reviewing and deciding the Bank’s business or financial plans
and its strategic operations) and, on an ongoing basis, supervises the implementation of this guidance
and assesses the general operating performance, taking into account, in particular, the information
received from the delegated bodies and periodically measuring performance against the objectives
set. In the performance of its strategic supervision function, the Board of Directors performs other
duties which are expressly reserved to the Board pursuant to the laws, regulations and Supervisory
Provisions in force.

In particular, when defining corporate strategies, the Board of Directors takes into account the
following factors: i) the monitoring and management of non-performing loans and the approval of
policies to manage the same; ii) the adoption of new business models, applications, processes or
products, including in partnership or outsourced, in connection with the offering of high-tech financial
services (Fintech); iii) money laundering and terrorism financing risks, taking also into account the
business carried out, customers and the geographical areas of operation; iv) sustainable finance
objectives and, in particular, the incorporation of environmental, social and governance (ESG) factors
into corporate decision-making processes; v) risks, especially legal and reputational risks, that may
arise from any related or instrumental activities carried out; vi) the definition and proper
implementation of funding policies, also with due regard to the type of savers/investors involved,
including planning and the decisions made to ensure compliance with the provisions governing the
Minimum Requirement for own funds and Eligible Liabilities (MREL).

In addition, the limits of the powers conferred on the CEO and the heads of the Divisions, in relation
to the aforementioned matters falling within the purview of the Board of Directors, define the scope
beyond which the decision-making powers remain solely with the Board of Directors.

With reference to the other powers of the Board concerning: composition, operation, appointment
and self-assessment, the remuneration policy and the Internal Control and Risk Management System,
see the relevant sections of this document.

In the areas mentioned above, in 2021 the Bank’s Board of Directors performed, inter alia, the
following activities:

- prepared and approved the 2021-2024 Business Plan;
- prepared and approved the first sustainability report;
- approved the 2021 Budget and the 2021 RAF;

- approved the 2020 ICLAAP report;

14
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- prepared and approved the personnel remuneration and incentive policies, subsequently
submitted to the Shareholders’ Meeting on 30 April 2021;

- conducted the required assessments of the implementation of the strategic guidance, also
examining and deciding on specific proposals on non-recurring transactions of strategic
importance;

- performed ongoing and in-depth assessments of the general operating performance, taking
into account, in particular, the information received from the delegated bodies and periodically
measuring performance against the objectives set;

- adopted, on 17 December 2021, the policy for the management of dialogue with shareholders,
which sets out, in a single document made available to the public, the policy for managing
dialogue with shareholders and other stakeholders which are relevant for the Bank, with
reference to the multiple forms of engagement that the Bank implements. The Policy essentially
aims to achieve stability in shareholders’ investments and the sustainable growth and success
of the Bank by helping shareholders to better understand the corporate objectives and the Bank
to better understand the requests of shareholders, encouraging communication that helps to
align their interests with those of the Bank and the Group over the long term;

- examined and approved transactions exceeding the powers of the CEO.

The Board of Directors did not identify any need to revise the corporate governance system in 2021,
since the current governance structure was found to be functional to the needs of the Bank and the
Group as a whole.

4.2 APPOINTMENT AND REPLACEMENT (art. 123-bis, paragraph 1, letter I), part one, of the
Consolidated Law on Finance)

The current Board of Directors is composed of 9 members.

The Board of Directors is appointed by the Shareholders’ Meeting on the basis of the lists submitted
by shareholders, in which a minimum of three and a maximum of eleven candidates must be listed in
sequential order.

The appointment and replacement of directors is governed by art. 10 of the Articles of Association, as
published on the website at https://bancasistema.it/documenti-societari.

Pursuant to art. 10.2 of the Articles of Association, directors are elected using the list system in which
a minimum of three and a maximum of eleven candidates must be listed in sequential order. The
candidate at sequential number “1” of each list shall also be the candidate appointed as Chairperson
of the Board of Directors.

Any shareholder, as well as shareholders belonging to the same group, parties to a shareholders’
agreement pursuant to article 122 of Legislative Decree no. 58 dated 24 February 1998, the entity
controlling it, the entity by which it is controlled and the entity subject to joint control pursuant to
article 93 of Legislative Decree no. 58 dated 24 February 1998, may not present or be involved in the
presentation, either by proxy or trust company, of more than one list and may not vote on lists other
than the one presented. Participating, either directly or indirectly, in the indication of applicants
present in more than one list shall imply that these lists shall be deemed to have not been submitted.

For the purposes of the preceding subsection, entities, even those without a corporate status, which
exercise direct or indirect control pursuant to article 93 of Legislative Decree no. 58 of 24 February
1998 over the shareholder in question and all the companies controlled directly or indirectly by those
entities are deemed to belong to the same group.

Each candidate may be included in one list, under pain of ineligibility.

The lists may be submitted only by shareholders with voting rights who, separately or together with
other shareholders, are holders of shares representing at least the percentage of share capital
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established by the applicable legislation in force at the time, i.e. 4.5% of the Bank’s share capital
pursuant to art. 144-quater, paragraph 2, of the Issuers’ Regulation?.

The percent interest required to submit lists of candidates for the appointment of the Board of
Directors is specified in the notice of call of the Shareholders’ Meeting called to resolve on the
appointment of said body.

The lists must be filed at the company’s registered office and at the management company at least 25
(twenty- five) days prior to the date planned for the Shareholders’ Meeting called to resolve on the
appointment of the management body and be made available to the public at the registered office, at
the management company, on the Company’s website and with the other means stipulated under
applicable legal and regulatory provisions at least 21 (twenty-one) days prior to the date set for the
Shareholders’ Meeting on single or first call. The lists indicate which directors are in possession of the
requirements of independence stipulated by law and the Articles of Association.

Lists containing three or more candidates must include a number of candidates from the least
represented gender that ensures respect of the gender balance to the minimum extent required by
the legislation and regulations in force at the time.

The election of the Board of Directors shall take place as follows:

a) without prejudice to the provisions of subparagraph c) below, all directors to be appointed, less
one, are drawn from the list that obtains the majority of votes (majority list), in the sequential
order in which they are listed on that same list, and in compliance with the minimum number
of directors in possession of the independence requirements; the candidate positioned at
sequential number “1” is appointed Chairperson of the company’s Board;

b) without prejudice to the provisions of subparagraph c) below, the last member of the Board of
Directors is drawn from the minority list that receives the highest number of votes after the list
referred to in subparagraph a), which is not connected in any way, even indirectly, with that list
and/or with the shareholders who submitted or voted for the majority list, on the basis of the
sequential order of that list. That member must be in possession of the independence
requirements pursuant to art. 10.3 of the Articles of Association. To this end, however, lists that
do not obtain a percentage of votes equal to at least half of that required for the submission of
lists, referred to in subsection six of this paragraph, shall not be taken into account.

c) incases where the minority list that receives the highest number of votes after the list referred
to in subparagraph a), which is not connected in any way, even indirectly, with that list and/or
with the shareholders who submitted or voted for the majority list, is submitted by one or more
shareholders with voting rights who, separately or together with other shareholders, represent
at least twice the percentage of the share capital established by the applicable legislation in
force at the time for the submission of lists of candidates for the election of the Board of
Directors, two directors shall be drawn from that list in the sequential order in which they are
listed on that same list. In this case, the number of directors to be drawn from the majority list
will be consequently reduced by one.

The Articles of Association do not provide for the possibility for the outgoing Board to submit a list.

Under the Articles of Association, the directors must meet the requirements of professionalism and
integrity and any other requirement under the regulations in force and the Articles of Association. In
addition, a number of directors not less than that required by the regulations in force, with rounding

2 Without prejudice to any lower percentage provided for in the Articles of Association, the percent interest is equal to 4.5% of
the share capital for companies with a market capitalisation of less than or equal to euro three hundred and seventy-five million,
provided that at the reporting date the following conditions are jointly met: a) the free float is above 25%; b) none of the
shareholders adhering to a shareholders’ agreement under art. 122 of the Consolidated Law hold the majority of the voting
rights exercisable at Shareholders' Meetings on resolutions concerning the appointment of the members of the management
bodies.
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up to the nearest whole in the case of a fractional number, must meet the independence requirements
established in regulations in force from time to time, as well as any codes of conduct to which the
company adheres.

If the candidates elected in the manner described above do not ensure the appointment of a number
of directors who meet the independence requirements equal to the minimum number established by
law and the Articles of Association in relation to the total number of directors, the non-independent
candidate elected last in sequential order in the majority list, will be replaced by the first independent
candidate in sequential order not elected from the same list, or, failing that, by the first independent
candidate in sequential order not elected from the minority list. This replacement procedure will be
followed until the number of independent directors to be appointed is reached. Should this
replacement procedure fail to give the result indicated above, replacement will be carried out by a
resolution of the Shareholders’ Meeting adopted by a relative majority, subject to the submission of
candidates in possession of the above-mentioned requirements.

Likewise, without prejudice to compliance with the minimum number of directors in possession of the
independence requirements as stipulated above, where the candidates elected in the manner
indicated above in the composition of the Board of Directors do not ensure compliance with the
provisions of the Articles of Association in relation to gender equality, the candidate of the most
represented gender elected last in sequential order in the majority list, shall be replaced by the first
candidate of the least represented gender in sequential order not elected from the same list, or, failing
this, by the first candidate of the least represented gender in sequential order not elected from the
minority list. This replacement procedure will be carried out until the Board of Directors is compliant
with the provisions of the Articles of Association in respect of gender equality.

In the event of there being only one list that is presented and allowed, all the candidates on this list
shall be elected, but ensuring the nomination of directors in possession of the independence
requirements at least in the overall number required under current laws and the Articles of
Association, and also in compliance with the provisions of the Articles of Association on gender
equality. Where no list is submitted or allowed, the Shareholders’ Meeting shall resolve according to
the legal majority without following the procedure referred to above, subject, in any event, to the
required minimum number of independent directors and in compliance with the provisions of the
Articles of Association in respect of gender equality.

Where during the financial year one or more directors become unavailable, provided that the majority
remains composed of directors appointed by the Shareholders’ Meeting, the Board of Directors may
replace such unavailable directors through a resolution approved by the Board of Statutory Auditors
as follows: a) the Board of Directors shall arrange replacement from among candidates in the same list
as the one to which the unavailable director belonged, and the Shareholders’ Meeting, pursuant to
paragraph 1 of article 2386 of the Italian Civil Code, shall resolve by legal majority voting in compliance
with the same criterion; b) where the list does not contain previously non-elected candidates or
candidates with the necessary requirements, or else when for any reason it is not possible to comply
with the provisions under letter a), the Board of Directors shall proceed with replacement as
subsequently approved by the Shareholders’ Meeting, pursuant to paragraph 1 of article 2386 of the
Italian Civil Code, with legal majority voting without list voting. In any case, the Board of Directors and
the Shareholders’ Meeting, pursuant to paragraph 1 of article 2386 of the Italian Civil Code, shall
appoint the directors so as to ensure the presence of directors in possession of the prescribed
independence requirements, at least in the overall minimum number required by current laws and the
Articles of Association, and to ensure compliance with the provisions of the Articles of Association in
respect of gender equality. Pursuant to article 2386, paragraph 1 of the Italian Civil Code, directors
appointed as above shall remain in office until the next Shareholders’ Meeting and those appointed
by the Shareholders’ Meeting shall remain in office for the term in which the directors they replaced
would have remained in office.

Lastly, the Bank is subject to the provisions of the Consolidated Law on Banking, the MEF Decree and
Circular 285, as referenced in the Articles of Association and internal policies, with regard to:
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- the integrity, professionalism and independence requirements in addition to those set out for
statutory auditors pursuant to article 148 of the Consolidated Law on Finance;

- thecriteria of fairness, professional competence, independent judgment and availability of time;

- the appropriate overall composition of the Board of Directors.

4.3 COMPOSITION (art. 123-bis, paragraph 2, letters d) and d-bis), of the Consolidated Law
on Finance)

In accordance with the Articles of Association in force at the time of appointment of the current Board
of Directors, the Board is composed of 9 members. Directors remain in office for a period of no more
than three years, as established by the deed of appointment, and will end their term of office on the
date of the Shareholders' Meeting called to approve the financial statements for the final financial year
of their term of office.

In 2021, a new Board was appointed by the Shareholders’ Meeting on 30 April 2021. Therefore, Table
no. 2 attached to this Report lists the directors in office until 30 April 2021 and those in office after
that date, having being appointed by the abovementioned Shareholders’ Meeting, and still in office at
the date of presentation of this Report.

Hereunder, the list of directors in office at the date of this Report.

NAME AND SURNAME POSITION PROFESSION
Luitgard Spogler ! Chairperson Lawyer
Giovanni Puglisi Deputy Chairperson University professor
Gianluca Garbi 2 Chief Executive Officer Senior manager
Marco Giovannini! Director Entrepreneur/Senior manager
Carlotta De Franceschi? Director Consultant
Daniele Pittatore! Director Chartered accountant
Daniele Bonvicini* Director Lawyer
Maria Leddi! Director Senior manager
Francesca Granata' Director Lawyer

! Independent Director

2Executive Director

The Board is composed of 1 executive director and 8 non-executive directors, all meeting the
professionalism and competence requirements necessary to carry out the duties of their office. The
number of non-executive directors and their competence ensure that they have significant influence
in respect of the Board’s resolutions and guarantee the effective monitoring of operations. 7 out of 8
of the non-executive directors are independent.

Compliance with sector-based legal requirements has been assessed by the Board of Directors and by
the Bank of Italy, in accordance with the provisions of the MEF Decree and the Bank of Italy decision.

Banca Sistema’s Articles of Association and its Board of Directors' Regulations stipulate that the
Directors must meet the professionalism and integrity requirements and any other requirements set
forth by the regulations in force and the Articles of Association, meet the competence and fairness
criteria, and devote the time necessary for their task to be carried out efficiently, so as to ensure the
Bank's sound and prudent management.
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Loss of the requirements prescribed for the office will result in termination of office. However, loss of
the aforesaid independence requirements will not automatically result in termination of office if the
independence requirements continue to be met by the minimum number of directors.

In accordance with the sector's regulations, the Board of Directors, with the support of the
Appointments Committee, shall carry out a thorough check to verify whether the requirements of
professionalism, integrity and independence and the criteria of fairness, professional competence,
independent judgment and availability of time have been met, and shall draft a detailed report in this
regard. To this end, the Directors may issue a personal sworn declaration, with signature authenticated
by a public official, and in any event have an obligation to promptly inform the Bank of any changes in
the information given in the context of the statements made.

As provided in Table 2 attached, below are listed the positions of directors in other listed companies
or large companies.

The Chairperson Luitgard Spogler holds another position at Alperia S.p.A.

The Independent Director Daniele Pittatore holds two additional positions at Twinset S.p.A. and Raselli
Franco S.p.A.

The Independent Director Carlotta De Franceschi holds two additional positions at Arca SGR S.p.A. and
TAS GROUP S.p.A.

The Independent Director Marco Giovannini holds another position at Goglio S.p.A.

The Independent Director Maria Leddi holds three additional positions at SCM SIM S.p.A., Nextalia SGR
S.p.A. and Milano Sesto S.p.A.

Diversity policies and criteria applicable to the composition of the Board of Directors and the
organisation as a whole

Art. 10.1-bis of the Articles of Association provides that, when shareholders prepare the lists for the
appointment of directors, with due regard to the need to ensure an adequate degree of diversification
in the composition of the Board, in terms of skills, experience, age, international profile and gender,
at least two fifths of the members of the Board of Directors must be of the least represented gender,
with rounding up to the nearest whole number in the case of a fractional number.

In order to appoint or co-opt directors, the Board of Directors initially identifies the qualitative and
guantitative composition deemed optimal in relation to the aims to be pursued, by identifying and
justifying the theoretical profile of the candidates considered appropriate to these ends, within the
framework of the law and the provisions of the Articles of Association.

At the time of the renewal of the Board of Directors in 2021, the Board approved a new document
“Optimal Qualitative and Quantitative Composition of the Board of Directors” (“Fit & Proper
document”), taking into account:

- the “Supervisory Provisions for Banks” under Circular no. 285 of 17 December 2013;
- the provisions of Ministerial Decree no. 169 of 23 November 2020 (“MEF Decree”);

- the outcome of the self-assessment regarding the size, composition and operation of the Board
of Directors in 2020, conducted with the help of Management Search;

- the provisions set out in the Corporate Governance Code for Listed Companies, approved by the
Corporate Governance Committee, to which the Bank adheres.

The self-assessment completed at the end of 2020 highlighted the following qualitative requirements
to be met by directors, who, in particular, should:

i. possess a managerial, professional, academic and/or institutional profile, who contribute a
series of different, complementary skills and experience in such a way that this contributes to
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the overall adequacy of the Board, also bearing in mind the benefits that may arise as a result
of the presence on the Board of people of different genders, ages and seniority;

ii. possess suitable seniority, meaning proven working experience in organisations of a
significant size within the corporate, professional, academic and/or institutional field(s);

iii. have been members of the Board of Directors of companies, preferably listed ones, of an
adequate size and complexity;

iv. possess the expertise required to effectively participate in the work of the Board of Directors
and of the various Committees established within that Board;

v. possess, or be capable of acquiring through appropriate induction courses, the technical
knowledge required to understand the workings of an institution like Banca Sistema and the
risks to which it is exposed, in order to adequately perform the promotional and monitoring
duties associated with the job;

vi. display social awareness and relational capacities at all levels;

vii. possess an appropriate international culture together with knowledge of foreign languages,
in particular English.

Furthermore, as a result again of the aforementioned self-assessment process:
- managerial candidates must:

i have experience in positions with significant managerial responsibility held with financial
institutions or industrial groups of an appropriate size and complexity;

ii. possess business judgement capacities and a marked strategic orientation;
- professional candidates must:
i.  have experience working for major professional firms or consultancy companies;

ii. have performed their professional duties with specific regard to the banking and financial
sectors;

- academic or institutional candidates must: possess expertise that is directly related to the
financial and banking sectors, or to the problems pertaining to such.

More in detail, the Fit & Proper document provides that the management body must be composed of
members:

i)  of different ages, gender, seniority and, exclusively in the case of banks operating significantly in
international markets, geographical origin;

ii)  whose expertise and skills, considered collectively, are capable of helping achieve those aims
listed in art. 11 of the Ministerial Decree;

iii) of a suitable, non-excessive number, capable of ensuring the proper functioning of the body in
question.

Moreover, the “Fit & Proper document” establishes that the composition of the management and
control bodies must be adequately diversified so as to increase discussion and dialogue within the
bodies themselves, encourage the emergence of a plurality of approaches and perspectives when
analysing matters and making decisions, effectively sustain the corporate processes of strategy
formulation, operational and risk management, and monitoring of senior management's performance,
and take account of the many interests that contribute towards the Bank’s sound and prudent
management. In view of the upcoming renewal, the Board of Directors therefore asked the
shareholders to have due regard, when presenting the lists of candidates for the office of Director, to
the possible benefits of appointing to the Board people of different genders, ages, seniority and
professional and academic backgrounds.

20



BANCA

SISTEMA

At the meeting called to verify the Directors’ satisfaction of requirements under the MEF Decree, the
Board of Directors found the members to be considerably diversified in terms of their gender,
geographical origin, also in light of the international profile of many of the members, and professional
qualifications, in light of their experience in the fields of law, economics, finance, politics, academia
and business.

With regard to the organisation of the Bank, Banca Sistema applies the National Collective Bargaining
Agreement for the Banking sector and has adopted, for some time now, a Code of Ethics setting out
precise guidelines to be followed in the selection and appraisal processes and in recognising
contributions and professional skills in accordance with the principle of equal opportunities and
without discrimination of any kind, also promoting the best possible work/life balance by increasing
remote working. In this regard, see, in particular, the section of the Code of Ethics (on the following
page of the Bank’s website https://www.bancasistema.it/pdf/governance/it/Codice_Etico_2017.pdf)
dedicated to personnel management and the work environment.

Maximum number of positions held in other companies

Without prejudice to the causes of ineligibility and disqualification as well as the maximum limit of
concurrent positions provided for by the law and regulatory provisions in force at the time, the
acceptance of the office involves a preliminary evaluation of the possibility of devoting the necessary
time to the diligent performance of the duties of Director, also taking into account the commitments
of one's own work and professional activities, and the number of Director or Statutory Auditor
positions held in other companies, paying particular attention to those tasks that require greater
involvement in ordinary company activities.

In accordance with art. 26 of the Consolidated Law on Banking, in order to ensure that the Directors
devote the time necessary to the effective performance of their duties, so as to ensure the sound and
prudent management of the Bank, the Regulations on the Operation of Banca Sistema S.p.A.'s Board
of Directors approved in February 2016, and most recently updated on 17 December 2021, established
the maximum number of management and control offices that can be held by the members of the
Bank’s Board of Directors in companies outside the Group, as well as the procedure to be followed in
the event that these limits are exceeded, as set out below:

1. without prejudice to the causes of ineligibility and disqualification as well as the maximum limit
of concurrent positions provided for by the law and regulatory provisions, the acceptance of the
office involves a preliminary evaluation of the possibility of devoting the necessary time to the
diligent performance of the duties of Director, also taking into account the commitments of one's
own work and professional activities, and the number of Director or Statutory Auditor positions
held in other companies, paying particular attention to those tasks that require greater
involvement in ordinary company activities. Prior to the appointment, the Bank ensures that the
candidate for the office of Director is aware of the time that the Bank has estimated to be needed
for the job to be performed effectively.

2. Inparticular, each Director shall not hold a total number of positions in banks or other commercial
companies greater than the limit provided for by the law and regulatory provisions in force.

3. Candidates to the position of Director of the Bank must promptly provide the Board with an
updated list of the management and control positions held by each of them in other companies
or entities of any kind, including any other jobs or professional activities carried out, and any
other situations or circumstances pertaining to the professional sphere. After their appointment,
Directors must promptly inform the Board of any change in the positions held, to allow the Board
to ascertain whether the limits established in the laws and regulations in force have been
exceeded.

4. The Board of Directors, based on the information received from each Board member, assesses
whether the amount of time that each Director is able to dedicate to their office is sufficient for
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the effective performance of the related duties and verifies, on an annual basis, the director or
statutory auditor positions which the Directors hold in other companies or entities.

The Directors must also take into account the provisions of art. 36 of Law no. 214/2011, which
introduced the prohibition for holders of offices in the management, supervisory or control bodies and
top executives of companies or groups of companies operating in the credit, insurance and financial
markets to take on or exercise similar posts in competing companies or groups of companies, as well
as the provisions of art. 27-quater of Law Decree no. 1 of 24 January 2012.

4.4 OPERATION OF THE BOARD OF DIRECTORS (art. 123-bis, paragraph 2, letter d) of the
Consolidated Law on Finance)

In 2021, 17 meetings of the Board of Directors were held with an average duration of approximately
four hours. The number of meetings attended is shown in Table 2 attached to this Report.

For 2022, 16 meetings have been planned so far, of which 4 have already been held as of 11 March
2022.

In compliance with the obligations imposed on listed issuers by art. 2.6.2 of Consob Market Regulation,
the Board of Directors approves the calendar of corporate events on an annual basis, to be
communicated to Borsa Italiana, for public disclosure, within thirty days from the end of the previous
financial year.

In particular, the calendar specifies, within the framework of the Board of Directors' meetings
established for the new financial year, the dates set for the approval of the draft financial statements,
the interim report and the quarterly reports, as well as the date scheduled for the Shareholders'
Meeting held to approve the financial statements.

The Regulations on the Operation of the Board of Directors provide that the documentation supporting
the discussion of the items on the agenda is made available to Directors and Statutory Auditors
sufficiently in advance of the Board meeting and require the Chairperson to ensure compliance with
the above. If the items up for discussion are related to ordinary activities or initiatives, the relevant
documents, where available, are possibly sent on the date of submission of the notice of call, and, in
any event, no later than the second business day prior to the date set for the Board meeting, unless
this is not possible due to special confidentiality reasons, having particular regard to “price sensitive”
data or information. As regards activities and initiatives of an extraordinary nature, conversely, the
assessment regarding the timing for submission is referred, on a case by case basis, to the Chairperson,
upon consultation with the CEO, without prejudice, in any event, to the need to ensure that Directors
and Statutory Auditors are provided with accurate and complete information regarding the item up
for discussion. As regards agenda items of a strategic or extraordinary nature or of special technical
complexity, the Chairperson of the Board of Directors, upon consultation with the CEO, may request
that the documentation be made available to Directors in advance and/or that, before the Board of
Directors' meeting, technical meetings be arranged with the heads of the Bank's competent internal
departments and/or, if applicable, with external consultants.

During 2021, the documentation supporting the discussion of the agenda items of the Board of
Directors was made available via a special web platform with restricted access, through credentials, to
each director and statutory auditor. The deadlines described above for sending the documentation
were for the most part met during said financial year 2021.

During 2021, the Board approved the documents requested by the regulations issued by the Bank of
Italy with update no. 15 of 2 July 2013 of Circular no. 263 of 27 December 2006 (whose regulatory
principles are currently contained in Circular no. 285/13 of the Bank of Italy).

Based on the strategic guidelines, the size objectives and the further qualitative and quantitative
elements of the Business Plan, the ICAAP and the RAF Report with the attention and warning
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thresholds for the key risk indicators identified are prepared and approved annually by the Board of
Directors.

The Board evaluates the overall performance at least quarterly, in particular during the examination
of the financial reports provided for by art. 154-ter of the Consolidated Law on Finance and upon
receipt of a quarterly report (tableau de bord) prepared by the Risk Department, which summarises,
from time to time, the Bank’s overall performance in terms of the risks undertaken.

The same quarterly report, containing a summary of the checks carried out in the period according to
the Audit Plan, the findings emerged with indication of the critical level, the planned corrective
measures, the implementation times, the project managers, the follow-up activities and the other
activities completed in the period is prepared by the Internal Audit Department.

The Compliance and Anti-Money Laundering Department also reports to the Board of Directors on
matters within its purview, according to similar procedures to those of the other control departments.

The aforesaid documents, after being submitted to the Board, are transmitted to the Bank of Italy
pursuant to the provisions laid down by the applicable regulations.

The Board regularly monitors the achievement of the targets defined in the Business Plan.

The Board also evaluates, on an ongoing basis, as part of the discussion of the matters within its
purview, the adequacy of the Bank's overall organisational, management and accounting structure.
The adequacy of the subsidiaries’ overall organisational, management and accounting structure is
evaluated by the Board through a number of governance tools, including by maintaining relations with
the legal representative of the subsidiaries.

The description of the characteristics of the organisational model of the internal control system is
contained in the "Control Departments Coordination Regulations", in the General Bank Rules and in
the regulations of the respective control Departments, including the regulations of the Manager in
charge of financial reporting.

The Board of Directors, with reference to the supervisory provisions concerning the identification of
the most significant transactions (MST) and the “Risk Management Policy” in place, determined that,
based on the type of the various transactions, in addition to the ordinary risk governance system, the
Risk Department must provide its preliminary opinion on the consistency with the RAF, thereby
acquiring, depending on the nature of the transactions and where necessary, the opinions of the other
departments involved in the risk analysis and management process. The body responsible for deciding
on the nature of the transaction from time to time thus acknowledges said opinion.

Minutes are drawn up of each meeting, taken by the Secretary of the Board without the aid of
recording systems, supported by the personnel of the Corporate Affairs Department. The minutes
provide an accurate account of what has been discussed at the meeting by the participants.

4.5 ROLE OF THE CHAIRPERSON OF THE BOARD OF DIRECTORS

Ms. Luitgard Spogler was elected as Chairperson of the Board of Directors by the Shareholders’
Meeting held on 30 April 2021, in continuity with the previous mandates.

At the meeting held on 7 May 2021, the Board also appointed a Deputy Chairperson, Mr. Giovanni
Puglisi, in continuity with the previous mandates, who has the power, in the case of the absence or
incapacity of the Chairperson, to chair the Shareholders' Meeting and the Board meetings.

The Chairperson does not have an executive role and may not perform management duties, even de
facto (except in cases whereby the Chairperson is assigned the power to implement the resolutions
passed by the Board).

The Chairperson encourages dialogue between the members of the Board. In accordance with the
responsibilities attributed pursuant to art. 2381, paragraph 1 of the Civil Code, the Chairperson
promotes the effective functioning of the corporate governance system, ensuring a balance with
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respect to the powers of the CEO and acting as an interlocutor with the Board of Statutory Auditors
and the internal committees.

In preparing the agenda and conducting the discussions, the Chairperson ensures that priority is
afforded to issues of strategic importance and that the discussion of these is allowed as much time as
is necessary.

The Chairperson ensures that: i) the process of self-assessment is carried out effectively, according to
methods appropriate to the degree of complexity of the Board’s work, and that the planned corrective
measures are adopted to deal with any shortcomings found; ii) the Bank draws up and implements
induction programmes and training plans for the Board members and appropriate succession plans
with respect to the entire organisational structure of the Bank.

In particular, the Chairperson, with the help of the Corporate Affairs Department, has ensured that the
documentation relating to items on the agenda was made known to the Directors and Statutory
Auditors with adequate notice prior to the date of the Board meeting, ensuring the completeness of
the pre-meeting information, adding specific notes illustrating the items on the agenda, and adopting
the necessary measures to preserve the confidentiality of the data and information provided. This also
took place through periodical meetings scheduled, prior to the Board meetings, with the Secretary of
the Board of Directors, who is responsible for coordinating the drafting of the information notes to be
submitted to the Board of Directors by the company departments. Likewise, the Chairperson remains
in frequent contact with all members of the Board of Directors to ensure that information flows to the
Board are complete and exhaustive.

The Chairperson coordinates the activities of the Board committees, attending their meetings either
as a member, if it is the case, or as a guest without voting rights. Furthermore, the internal regulation
governing information flows, most recently updated by the Board of Directors at the meeting of 17
December 2021, provides that the Board of Directors must receive timely information from each Board
committee, and periodical reporting from the Internal Control and Risk Management Committee.

The Chairperson, with the help of the Secretary of the Board of Directors, also ensures that the Bank’s
managers attend Board meetings to provide clarifications on any items on the agenda that fall under
their responsibility.

In 2021, in addition to the Secretary of the Board, all Board meetings were attended by other managers
and employees of Banca Sistema, as well as by other external individuals or consultants invited by the
Chairperson - in accordance with the Board of Directors' Regulations - on the basis of the matters to
be discussed.

In particular, the following persons attended the meetings of the Board of Directors on a regular basis:

- the Chief Financial Officer and the Manager in charge of financial reporting, for the presentation of
the draft financial statements, the interim report and the quarterly reports, as well as the financial
performance of the Banca Sistema banking Group;

- the heads of the control departments not only to present their own reports and policies, but also
to participate in discussions on specific issues assessed by those departments;

- the Chief of Staff in support of the organisation and minute-taking activities of Board meetings;

- the Head of the Human Capital Department, with regard to all issues related to human resources
management and remuneration;

- the Heads of the Factoring and CQ Divisions, with regard to issues within their respective remits.

With regard to training and induction, at the meeting held on 8 February 2018, the Board approved a
specific procedure concerning “Induction and training programmes for Directors and Statutory
Auditors”.

The Chairperson of the Board of Directors shall ensure that Directors may participate in appropriate
training initiatives to ensure that the wealth of technical expertise of the members of the Board of
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Directors, as well as that of the heads of the main corporate departments, necessary to carry out their
duties with awareness, is preserved over time.

Moreover, the members of the Board of Directors and of the Board of Statutory Auditors are provided
access to an online archive containing a regular update of the most recent laws and relevant doctrinal
and case-law guidelines (legal alert). As part of the periodic process aimed at the verification of cases
of incompatibility and mapping of situations giving rise to potential conflicts of interest, the directors
and statutory auditors were provided with specific information material regarding related parties and
conflicts of interest. The newly appointed directors are also provided, by the Bank's management as
well as by the other members of the Board, with all the necessary support and documentation in order
to facilitate the timely fulfilment of their duties.

During 2021 the Chairperson promoted the organisation of induction and training sessions on specific
topics with the aim of providing adequate knowledge with regard to the sectors in which the Bank
operates, the dynamics of the business and their evolution, also with a view to sustainable success,
the principles of effective risk management and the applicable regulatory and self-regulatory
framework.

In particular, the Bank’s Directors and Statutory Auditors were invited to and took part in a number of
meetings and seminars, some held outside the meetings of their respective bodies. Depending on the
topics to be discussed and the training needs identified from time to time, the meetings were held by
Bank personnel with specific expertise in a given field or by outside experts - with speakers addressing
the following topics:

- ICLAAP and Recovery Plan;

- Calendar Provisioning and CRR2;

- Market Abuse;

- New provisions governing the requirements and the principles of eligibility of corporate officers;
- Update of Bank of Italy Circular 285/2013;

- Regulations concerning remuneration and incentive policies and the procedure for drawing up
the related documentation;

- Strategic planning with regard to Sustainability and ESG;

- Business Plan, with specific emphasis on the different types of business of the Bank and on the
methods of implementation through the divisional organisational structure adopted by the Bank;

- Description of the Bank’s organisational structure and mode of operation of its main
departments;

- Potential lines of digital development for the Bank and analysis of the Fintech sector.

These activities have achieved the aim, among others, of providing the directors with adequate
knowledge of the business sectors in which the Bank operates.

In accordance with the provisions of the document “Regulation governing the policy for the
management of dialogue with shareholders and investors”, approved by the Board of Directors at the
meeting held on 17 December 2021, the Chairperson has ensured that the management body is at all
times kept informed, within the next meeting, of the development and significant content of the
dialogue with all shareholders.

Secretary of the Board of Directors
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Pursuant to article 10.9 of the Articles of Association, the Board of Directors appoints a Secretary in
the person of a director, senior manager or middle manager of the company, or an external consultant.

That said, in order to ensure that the coordination of activities and the functional link between the
Chairperson, the Board and the CEO remain streamlined and effective, on 7 May 2021 the Board of
Directors confirmed the Head of the Bank’s Corporate Affairs Department to the office of Secretary of
the Board, in continuity with the previous mandate.

The office is for the same term as that of the members of the Board of Directors currently in office,
whose term of office will end on the date of approval of the financial statements as at 31 December
2023.

Art. 13 of the Regulations on the Operation of the Board of Directors sets out the duties of and the
requirements to be met by the Secretary.

The Secretary of the Board of Directors must have a level of professionalism appropriate to the
operational complexity and size of the Bank and have at least three years’ experience in the same or a
similar role.

The Secretary has supported the Chairperson in the organisation of the Board meetings and in the
entire Board’s relationship with the Bank’s departments and functions. The Secretary, supported by
the competent company departments, has provided assistance and advice to the Board, with
impartiality, on all aspects concerned with the efficient functioning of the corporate governance
system.

4.6 EXECUTIVE DIRECTORS
Chief Executive Officers

Gianluca Garbi was appointed Chief Executive Officer and General Manager by the Board of Directors
in the meeting held on 30 April 2021 and is qualified as the person primarily responsible for managing
the company.

The Chief Executive Officer typically performs his duties within the scope of the various corporate
committees - such as, but not limited to: (i) the Group Committee, wherein he monitors, coordinates
and gives instructions to the heads of the Bank's departments, (ii) the Risk Management Committee,
wherein he takes decisions regarding risk activities having previously evaluated the investigation
conducted by the relevant departments, (iii) the Technical-Organisational Committee, wherein he
identifies, coordinates and defines the priorities of the main projects and initiatives launched by the
Bank as well as (iv) the working groups of business areas such as the Banking Committee and the
Factoring Working Group, also exercising the powers granted to him to appoint special attorneys to
represent the company in specific functions - within the limit of the powers granted, taking into
account their role within the company and setting the associated limits and value thresholds - and to
revoke powers of attorney given to employees following dismissal or where no longer necessary
following a change of role or function.

With reference to external representation powers and the Bank's commitment towards third parties,
the powers and limits from time to time conferred by the Board of Directors upon the Chief Executive
Officer remain unprejudiced.

In particular, below are the banking and finance powers of greatest relevance assigned to the CEO by
resolution of 30 April 2021, as subsequently updated by resolution of 22 October 2021 and, most
recently, by resolution of 17 December 2021, with effect from 1 January 2022.

Funding activities - Credit facilities and loans for the Bank, for an amount not in excess of euro
50,000,000 (this limit not being applicable to transactions with central banks, the ECB/Eurosystem or
other national or supranational institutions).
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Issue of bonds (non-convertible bonds or other similar instruments, not for the retail market), for a
nominal amount below euro 50,000,000 for each issue.

Lending activities
Funding in any form, within the limit of euro 20,000,000 for each transaction.

Granting sureties or other guarantees and assignment of receivables, for an amount not in excess of
euro 20,000,000.

Factoring, management and assignment of receivables, with a nominal amount of up to euro
20,000,000 (with reference to receivables claimed by the assignor against a single assigned debtor)
and in any event within the overall limit for each transaction of the nominal amount of euro
40,000,000.

Other banking and financial activities

Intercompany loans.

Derivatives (transactions for non-speculative purposes), for an overall principal amount not in excess
of euro 30,000,000 (for those traded on regulated markets), and euro 15,000,000 (for those not traded
on regulated markets) and, in any event, with a maximum duration of the transaction of 36 months.

Adjustment and reclassification of credit positions

a) authorise the reclassification of the credit position (performing, unlikely to pay, bad
exposures), up to a maximum amount of:

v" euro 5,000,000 in total for each credit position.
Adjustments exceeding the above limit are assessed and authorised by the Board.

b) authorise the adjustment of the value of individual credit positions, up to a maximum amount
of:

v" euro 1,000,000 for each credit position, in each quarter of the financial year;

v euro 3,000,000 in total for each credit position.
Adjustments exceeding one or both of the above limits are assessed and authorised by the Board.
The CEO is qualified as the person primarily responsible for managing the company.

There are no other executive directors aside from the Chief Executive Officer.

Chairperson of the Board of Directors

The Chairperson of the Board of Directors:

- is not the person primarily responsible for managing the Bank;
- has not received delegated powers;

- is not the controlling shareholder of the Bank.

Executive Committee (only if set up) (art. 123-bis, paragraph 2, letter d) of the Consolidated Law on
Finance)

Pursuant to Article 13 of the Articles of Association, the Board of Directors may appoint an Executive
Committee from amongst its members and determine the term of office, powers, attributions and
methods of functioning of such committee.

On 29 April 2016, the Board of Directors, following consultation with the Supervisory Authority,
decided to abolish the Executive Committee, and this decision became effective as from 4 July 2016.
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The powers conferred by law and the Articles of Association upon the Board of Directors and the
current system of delegations to the CEO are not such as to deprive the Board of its prerogatives. The
powers delegated to the CEO must also be such as to allow the Board of Directors always to maintain
a central role in the process of making decisions concerning the strategic guidance of the Company.

% %k 3k

Reporting to the Board by directors/delegated bodies

As regards the exercise of management powers, in accordance with articles 12 and 16 of the Articles
of Association, the Board of Statutory Auditors has received reports from the CEO, with different
frequencies depending on the subject of the power and in compliance with the periodic reporting
requirements of the delegated bodies to the Board of Directors and the Board of Statutory Auditors.

In particular, a special web platform was set up with restricted access, via credentials, for each Director
and Statutory Auditor, containing a specific section where Directors and Statutory Auditors are
periodically provided with reports on performance during the reference period.

The adoption of such information flows is in addition to the usual analytical reports provided
periodically to the Board of Directors on business performance and, in accordance with article 2381,
paragraph 5, of the Civil Code and articles 12 and 16 of the Articles of Association, at least quarterly
and in any case for meetings of the Board of Directors, on the activities carried out and on the most
significant economic, financial and equity transactions carried out by the Company and its subsidiaries.

Pursuant to the new art. 5.1.1 of the Information Flows Regulations, most recently updated on 22
October 2021, the CEO provides the periodic reporting set out in the table below, in addition to the
information provided at each Board meeting on specific topics.

CONTENT FREQUENCY
Reporting of the CEO pursuant to art. 2381, paragraph 5, of the Civil QUARTERLY
Code

Report on the execution of transactions and initiatives approved by the QUARTERLY
Board

Report on the performance of subsidiaries QUARTERLY
Report on the performance of investees QUARTERLY
Report on dialogue with shareholders QUARTERLY

The CEO keeps the Board constantly updated on the manner and terms of implementation of the
resolutions adopted by the Board and entrusted to said body.

If the need arises to perform an action or execute a transaction at conditions that differ from those
already approved by the Board, the CEO shall immediately inform the Chairperson in advance and
provide details of the new aspects on which the Board is being asked to resolve.

Other Executive Directors

There are no other executive directors aside from the Chief Executive Officer.

4.7 INDEPENDENT DIRECTORS AND LEAD INDEPENDENT DIRECTOR
Independent Directors

At the date of this report, it is confirmed that the 7 directors (out of 9) who had indicated their eligibility
to qualify as independent members at the time of their appointment, continue to meet the
independence requirement.

28



BANCA

SISTEMA

With regard to the Directors in office up until 30 April 2021, subsequent to the Shareholders’ Meeting
called to appoint the Board on 23 April 2018, the Board

- at the meeting held on 11 May 2018, confirmed the eligibility of Luitgard Spogler and Giovanni
Puglisi to qualify as independent directors pursuant to the Articles of Association and the
applicable laws and regulations and, in particular, articles 147-ter, paragraph 4, and 148,
paragraph 3 of the Consolidated Law on Finance, as well as the eligibility of Carlotta De
Franceschi, Marco Giovannini, Laura Ciambellotti, Federico Ferro Luzzi and Francesco Galietti to
qualify as independent members also pursuant to article 3 of the Code of Conduct promoted by
Borsa Italiana S.p.A. On 26 July 2018, the Board confirmed the eligibility to qualify as an
independent director, pursuant to the aforementioned provisions, for Daniele Pittatore, who was
co-opted on 13 July 2018, with immediate effect, to replace Claudio Pugelli, who resigned on 29
June 2018, effective as of 30 June 2018. The office of Mr. Pittatore was confirmed at the
successive Shareholders’ Meeting held on 23 April 2019.

- At the meeting held on 10 May 2019, the Board confirmed the eligibility of Daniele Pittatore to
qualify as an independent director and confirmed the independence of Luitgard Spogler,
pursuant to the Articles of Association and the applicable laws and regulations and, in particular,
articles 147-ter, paragraph 4, and 148, paragraph 3 of the Consolidated Law on Finance and, also
pursuant to article 3 of the Code of Conduct promoted by Borsa Italiana S.p.A., the Board
confirmed the independence of Carlotta De Franceschi, Marco Giovannini, Laura Ciambellotti,
Federico Ferro Luzzi, Francesco Galietti and Giovanni Puglisi, who in the meantime had met the
independence requirement pursuant to article 3 of the Code of Conduct, the period specified
therein having elapsed since holding executive positions with the shareholder Fondazione Sicilia.

On 10 February 2021, the Bank’s Board, in view of the upcoming renewal of the Board of Directors,
approved a document entitled “Optimal Qualitative and Quantitative Composition of the Board of
Directors” (published on the following web page https://www.bancasistema.it/documenti-societari),
which, among other things, contains the quantitative and qualitative criteria to be applied in verifying
the significance of circumstances that are relevant under the Code when assessing the independence
of directors.

With regard to the Board appointed on 30 April 2021, at the meeting held on 24 May 2021, the Board
confirmed the eligibility of Luitgard Spogler, Daniele Pittatore, Carlotta De Franceschi, Marco
Giovannini, Daniele Bonvicini, Maria Leddi and Francesca Granata to qualify as independent directors
pursuant to the Articles of Association and the applicable laws and regulations and, in particular, the
MEF Decree implementing art. 26 of the Consolidated Law on Banking, articles 147-ter, paragraph 4,
and 148, paragraph 3 of the Consolidated Law on Finance and art. 2, recommendation no. 7, of the
Corporate Governance Code.

The independent directors appointed by the Shareholders’ Meeting on 30 April 2021 have undertaken
to promptly notify the Bank:

- ofanyact or fact that may determine the variation of the foregoing and the loss of the suitability
requirements widely understood; as well as

- of the assumption of offices incompatible with that of director at the Bank pursuant to current
legislation or of the exceeding of the limit of concurrent positions;

- and to provide, at the Bank’s request, suitable documentation proving the veracity of the
information declared.

At the meetings held on 24 May 2021 and 22 October 2021, the Board found that the number of
Directors and their competence were adequate for the needs of the Bank and the operation of the
Board of Directors, and for the relevant committees to be set up.

Therefore, the number of independent directors on the Board (7 out of 9) largely complies with the
provisions of the Articles of Association, the regulations in force and the Corporate Governance Code.

29


https://www.bancasistema.it/documenti-societari

BANCA

SISTEMA

The Board of Statutory Auditors ascertained the correct application of the assessment criteria and
procedures adopted by the Board of Directors for evaluating