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AMBITIOUS 2030 FINANCED EMISSIONS REDUCTION TARGETS ALREADY SET
FOR PRIORITY HIGH-EMITTING SECTORS EXTRACT FROM STRATEGIC PLAN

Net-Zero aligned targets for 2030 in high-emitting sectors(?)... soo CIEEIRREE] ElaEe) G (2T ) @evEiiE

a large part of the high-emitting porifolio

Baseline Target
tor an Metri 2019G) 20304 . . .
SECICANCIECORE elrics = Starting point on emissions
Oil & Gas? gCO,e/MJ 64 52.58 miens(l:)y. Iovyer ihaq E.uropean
(Scope 1, 2, 3) peers® in high-emitting sectors
= 2030 targets disclosed more
than a year ahead of the Net-
Power generation kgCO,e/MWh 214 110 Zero Banking Alliance deadline
(Scope 1, 2)
High- = Over 60% of the Non-Financial
emitting Corporates porifolio financed
sectors!(!) . emissions(¢) covered by 2030
Automotive gCO,e/km 162 95 . Y
reduction targets
(Scope 3)
=  Committed to request SBTi
certification
Coal mining € bn 0.2 0
(exclusion policy) exposure by 2025
(1) Sectors consistent with Net-Zero Banking Alliance. Reference scenario: IEA Net-Zero 2050
(2) The Group already has a policy in place to phase out unconventional Oil & Gas by 2030
(3) Portfolio composition as of 30.6_.21, latest av_ailable emissi_on_s data as of FY19 _ o _ _ 7
Eg; 'Cl')anrlgeé;nn;?;hbaet ﬁg\o/l:tgi;(l)cl)lsgvt;rwegmtiZeSig\r/]c?IInutgcr)]Zig the emission calculation methodology and any issuance of new external guidelines (i.e., NZBA, SBTi) Im SMMOID
(6) In sectors identified by Net-Zero Banking Alliance




OIL&GAS — ISP 2030 ESTIMATE (BASED ON CURRENT CLIENT PORTFOLIO) IS
WITHIN THE 2030 RANGE TARGET ANNOUNCED IN THE BUSINESS PLAN

ILLUSTRATIVE NOT EXHAUSTIVE BENCHMARK
Curve ISP vs. scenario Net-Zero Benchmark target ISP vs. peers
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“The lower bounds of our targets are aligned to net zero pathways from Goldman Sachs’ Carbonomics. The upper bounds for all sectors reflect a

1.
@ esg.a bieventi.it rapid decarbonization in the context of evolving policy and technology dynamics. In all three sectors, our proposed target ranges are aligned INTES4 SMOI_O

with the goals of the Paris Agreement fo limit the increase in global average tfemperature to well below 2°C above pre-industrial levels”



CLIMATE & ESG METRICS HAVE BEEN INCLUDED WITH THREE LEVELS OF
GRANULARITY ACROSS THE WHOLE RISK FRAMEWORK

Description of ESG Framework processes

New ESG-Climate metrics

ILLUSTRATIVE

Granularity

<~y Sector/
Micro-
sector

0 Counter-
party

G @ Transaction

@ esg.abieventi.it

Description

1

ESG Sectorial Heatmap
Assessment!

Internal ESG Score? at
counterparty level

Sustainable Products frame-
work3 vs. standard
products/operations

Risk Appetite
Framework
(RAF)

Framework to
identify types
and levels of risk
to undertake
based on Bank’s
appetite, e.g.
through
exposure and
concentration
limits

Based on ESG sectorial risk assessment, defined in 2021
2 Currently under development by CFO Area
3 Currently under development within the ESG/Climate Credit Framework project. Lending products only

Credit Risk
Appetite (CRA)

Ny

Counterparty
forward-looking
credit risk
assessment
defining Bank’s
appetite
towards
different types
of clients

Credit
Strategies and
pricing

S

Combination of
sectorial
attractiveness
ogle
counterparty
CRA level to
determine
growth
strategies and
pricing
incentives

Underwriting

+

Process, roles
and rules to
follow in the
underwriting
pProcess
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A SECTORIAL HEATMAP ALLOWED TO IDENTIFY 5 ESG-CLIMATE SECTORAL

STRATEGY CATEGORIES

Sector /
Sub-Sector

Quantitative
scoring
calculated by
ESG Sectoral
Assessment

@ SRy

Main Decision Nodes

enti.it 1.

Significant impactin YES
terms of opportunities

NO

Significant impactin NO
terms of ESG risk

YES

Feasibility of specific
transition /
engagement path

YES

NO

Controversial sectors
and activities

Driver

Qualitative assessment, considering
opportunities and / or positive
contribution (i.e., relevant ESG
benefits) according to international
standards and principles (e.g., EU
Taxonomy, SDGs?, circular economy)

Qualitative — Quantitative
assessment! based on the ESG
Sectoral Assessment (risk assessment
for the Climate-Transition,
Environmental, Social and
Governance drivers)

Qualitative - Quantitative
assessment! on the feasibility of
specific transition / engagement
path

NO

YES

2. Sustainable Development Goals

Sectoral Strategy

Blue
Positive/
engagement

White
Neutral

Red
Disengagement

through policy

The quantitative component is limited to the “scores” as per Climate and ESG Sectoral Assessment

Sectors/micro-sectors with predominantly positive
impact (i.e. benefits higher than risks (e.g.
education, fransportation — railway)

Sectors/micro-sectors to analyse at counter- party
or operation level where relevant ESG-Climate risk
components are not identified (e.g. Media,
Healthcare equipment)

Sectors/micro-sectors with high ESG risk where it is
considered possible a transition path (e.g., energy
transition for Oil&Gas and Power Generation) or
“focused” engagement (e.g. Defence)

Sectors/micro-sectors with high ESG risk where a
transition path is considered not possible (e.g.
Tobacco, Gambling)

Sectors/micro-sectors/activities subject to exclusion by
credit policy (e.g. coal mining, unconventional O&G)
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DESPITE THE WIDE RANGE OF VENDORS, NO STANDARD APPROACH FOR
ESG SCORING RESULTS IN LOW CORRELATION AMONG PROVIDERS
ILLUSTRATIVE |NOT EXHAUSTIVE

ESG market players approaches differ due to

5
O o -
C Methodologies Inputs / KPIs ==
= > S&P Global @ 2 . e P —
3 2 Ratings Aggregation and Data sources used
o I _ oe : ] ) weighting approach
g © Vig&Ceiris Mooby’s FltChRatlngS Normalisation (e.g. cross- Selected KPIs (#,
- g B R R k E— sector or within sector) thematic coverage)
— e ]_S S(EPE -
% ‘F‘e\ p ISS ESG)> Standardisation Data pre-processing
O =
O . . .
S “. Low average pairwise correlation
0 q}, RHODIUM
5 CDP m GROUP for the overall ESG rating ]
(V9]
S
T, 0,46 >
&rvr ®©Cerved. N 012
\_ Average ) Max Min

‘ e Source: UN PRI (2021). “ESG rating disagreement and stock returns”
@ esg.abieventi.it hitps://www.unpri.org/pri-blog/esg-rating-disagreement-and-stock-returns/5625.article INTEHA SANPAOLO



https://www.unpri.org/pri-blog/esg-rating-disagreement-and-stock-returns/5625.article

THE TRANSITION RISK SCENARIO MODELLING APPROACH FOLLOWS THREE
STEPS TO MEASURE THE IMPACT OF CLIMATE AT COUNTERPARTY LEVEL

—— ILLUSTRATIVE
— m @/
—=0

[T
O

A. Identify key risk drivers for B. Model the pathway of each risk C. Assess financial impact at
each priority sector in scope driver under different scenarios counterparty level
Transition risk drivers for financials of For each risk driver, relevant NGFS Evaluate financial impact (e.qg.,
. . . .o . . g
each priority sector are identified, e.g., variables are used to assess impact Capex) on each counterparty
drop in O&G production levels due to at counterparty level, e.g., break- considered in the development
market adjustments towards greener even analysis combining oil price sample
eTneré;y gonsurrlg’rl?fn &Tnew regulo’rgry scenorlfos from NGFSdWHTh O&? cos’; Extrapolate to the application sample
S or]r ards v:r/-ou affect revenue an |c:urvles 0 assess production at asse in various clusters (based on
Ccost projections eve sensitivities)
(CETT e e e W e
m __ @ conid Tz thaTiak Oil Revenues 1000 1090 1134 1168
Gas Revenues 250 270 284 309
=== O s L A. Total Revenues 1250 1360 1417 1477
—ml e Operating Expenses — Fixed 150 149 162 178
L —_ Operating Expenses — Variable 125 134 142 146
M' ‘ m I Depreciation 175 186 198 216
ml ““““ B. Total Costs 450 468 502 540
_m Carbon tax 50 52 52 53
m | Royalties & other taxes 100 216 220 225
L E— C. Government Take 700 735 774 818
m m :...H:!.- ‘_..Il 15 i -3 51 ] ED [+ 71 = a0 1 o k-] Ii‘nt:m:d;“:i’ Net Income (A—B—C) 200 157 141 118
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ECB CLIMATE STRESS TEST 2022 — STRONG EFFORTS REQUESTED TO CRO °
AREA IN IMPLEMENTING THREE MODULES AND PROJECTIONS I

Module SCENARIO OBJECTIVE PROJECTIONS m CREDIT RISK

Global
MARKET RISK

Assessment of the short-term BASELINE

0 X vulnerabilities in a three-year disorderly ?QYOZ?? ((:igrc'fogrf,\tg Igglr;)s Bonds + stock
o transition scenario triggered by a sharp 2024) + rﬁori é‘ es issued by NFC
CZ) increase in the price of carbon emissions STRESS gag
=TT RN i
) ORDERLY -
<Zt Assessment of long-term strategies over a 30 Years Corporate loans :

e = 30-yea.r hquzon_wﬁh 3 different transition DISORDERLY (2030 - (incl. SME, CRE)
) scenarios implying a more carbon- 2040 - o
& neutral economy 2050) gag

HOT - HOUSE Dynamic
| Balance Sheet
'''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' required

Y Assessment of the vulnerability of banks BASELINE (focus on next
2} . 1 Year Corporate loans slide)

e oz to the scenario of a severe drought and :
- . (2022) (incl. SME)
< heatwave in Europe STRESS
)

Bottom-up %
T ’ I BASELINE
weies (@B
projections inyEurope STRESS (2022) + CRE loans

The dynamic balance sheet hypothesis is assumed for the long-term strategy (credit risk)

o
@ INTESA [r] SNNPAOLO




PROJECTING UNDER DYNAMIC BALANCE SHEET HYPOTHESIS: STRESS
TESTS AS SUPPORT OF LONG TERM RE-BALANCING STRATEGIES

REALLOCATION PROJECTING BANK'S PORTFOLIO(S) ALIGNMENT TO CLIMATE-RELATED COMMITMENTS

ke, . UNDERSTANDING GHG AND INVESTMENTS FORECASTING UNDER SETTING-UP THE BEST
@ Reallocation based CLIMATE RISK DIFFERENT SCENARIOS PORTFOLIO TAKING INTO
on emission UNDERLYING BANK'S Projecting the S A
- . - EXPOSURES o "TRADITIONAL" TARGETS
trajectories according expected GHG profile CONSTRAINTS /
to the Tqrgef Seﬂ'ing of the Bank's clients /
: Understanding the rospects and their
on sectors declared in current ? Eeelccj)s of finoncing; - Re-allocating credit and
the Plan environmental N ingr?ﬁr;:ofquspg Info
footprint of Banks v

@ Control of OMR credit clients and capacity "ESG Color

. : : : Coding", climate goals
prospects (business | Portfolio Alignment Engine ) :
straiegy and CRA confext) merging alignment and risk
COHSTI’OII"ITS on I‘ed both reported and proflle (CRA)
classes estimated (2] ———
information TRANSLATING BANK'’S TARGETS AND COMMITMENTS Micro sector
o . REDUCING OUR CARBON FOOTPRINT INTO A SET OF CLIMATE KPIS
@ Cross-sectoral R
reallocation based on P T 0 ' Abs?‘”,fe emissions
criteria established by | 4w 37— Lo e 20
. ’ CCCCC e S - Bl emissions InTenSlTy United Nations-convened EEE—
ESG CO|OI' COdlng i‘ - Qn e o Sec’ror—specific Net-Zero Banking Alliance Segment
emissions intensity
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TIMELINE ADOPTION OF NEW ITS PILLAR 3 ON ESG RISKS

New ITS confirms the first implementation date to Dec22 and postpones the GAR application, in line with the taxonomy, to Dec23. Phase-in period
is maintained until Jun24, allowing Institutions to only produce the more complex information relating to CO2 (of which the data collection
methodology, templates 1 and 3, must be disclosed from Dec22)

Table 1

Qualitative

31 Dec 2022 30 Jun 2023 31 Dec 2023
Table 2 Table 3
Qualitative Qualitative
; . ) AS PREVIOUS AS PREVIOUS
info on Socialfinfo on DISCLOSURE DISCLOSURE

info on
Environmental
risk

Template 1

Quality of
exposures by
sector /
Maturity
bucket

Template 4

Exposures to
top carbon-
intensive

e esg.abieventi.it

Governance
risk

risk

Template 2 Template 3

Loans collat.
by immov.

Alignment

metrics
Template 6

property —

energy
efficiency

Summary
GAR

Template 8
GAR %

Template 5 Template 10

Other climate
change
mitigating
actions

Exposures
subject to
physical risk

Template

GAKR
. Qualitative Disclosure . Transition risk

+

Template 7

Assets for the
calculation of
the GAR

. Physical risk . GAR

30 Jun 2024
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AS PREVIOUS
DISCLOSURE

+

Template 1 Template 3 Template 9
Quality of Alignment BTAR
exposures by metrics
sector /
Maturity bucket
(Emissioni)

:'jf s
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FOCUS ON IT ARCHITECTURE OF ESG&REGULATORY REPORTING

Foreign Banks /
Product Company

Commercial
__________ Segments

Scenarios

' developmeni '
_______________________ Output ESG Engines

Tttt T T s T 1
Data Lake ! :
Other I Local Banks |
sources Internal Data External Data Ncop : Product [
| Company :
O C ) Moobpy’s m— !
- Registry Eﬁ( ) Portfolios tﬁc ) . ] < : |
Products O Reference Data (: Soomeed : :
Catalogue CEBI tﬁ( ) (sectors/products) \-'ig(‘q.i,-T; TP rarics : !
1 1
Collaterals @ Financials Data @ P T I :
N 7} Q__j ,L:\PJTAL\un SEFew ++ MarketPsych I :
1
1
I I | i
T 1 !
| ] Reconciliation I |
o Registry : |
1 1
1
\ 4 : |
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1

T late Physical, T iti
DELIVERABLE emplate Physical, Transition
Physicaland T iti Risk, GAR, BTAR
CHAINS ysical and Transition
template generation
processing

—|—’ Target

applications

©)
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ILLUSTRATIVE

OBJECTIVE

Development of a target solution to be implemented
also for the creation of the Pillar 3 tables

MACRO ACTIVITY AND DELIVERABLE DATA ARCHITECTURE

INPUT

» Enrichment of data on the Data Lake for ingestion of
new sources (infernal and/or external Bank)

* Improvement of internal data and mapping of data
feeding information

ENGINES

+ GAR/BTAR engine implementation

+ Porting of Physical and Transition Risk engines

OUTPUT

* Enrichment of the ESG engine output database with
the data returned by the calculation engines

DELIVERABLE CHAINS AND REPORTING

» Preparatory processing for the generation of Physical
and Transition Risk, GAR, BTAR templates

PROJECT DEPENDENCIES

» Aladdin Module for Physical Risk

+ EU Taxonomy Adherence

» NFD Engine for counterparty classification
+ ESG Climate Credit Framework

INTESA || SNNPAOLO



ANY QUESTION?

——

N S AN o
U A VU RER
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Thanks for your attention!
fabio.verachi@intesasanpaolo.com
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