a7
BANCO BPM

GRUPPO

Policy-on-remuneration report and payouts
awarded of BANCO BPM Banking Group’s
staff — 2020

"1 Section | - 2020 Policy-on-remuneration report

Prepared in accordance with the Bank of Italy Supervisory Regulations (Circular
no. 285/2013, update 25, First Part, Title IV, Chapter 2 “Remuneration and
incentive policies and practices”), with Art. 123-ter, Italian Legislative Decree
58/1998, as amended with Art. 84-quater of the Issuers’ Regulation (CONSOB

resolution no. 11971/1999, as amended).

Published on the Group website gruppo.bancobpm.it (Section Corporate

Governance - Remuneration Policies).

For approval, to the extent of their sphere of authority, by the Corporate Bodies
of the Parent Company - Ordinary and Extraordinary General Shareholders’

Meeting on 4th April 2020.

(This document is a translation into English of the original document. In case of any discrepancies between the
English and the Italian version, the Italian version shall prevail).



DEFINITIONS .ottt st et ettt e st e st e e e et e sbaeesnaeesaneas 3

EXECUTIVE SUMM A RY ettt ettt e e et e et et e e et e et e e e et et e et et e saeaeaeaeaaeneananns 7
1. REFERENCE LEGISLATIVE FRAMEWORK ......uttiiiiiiee ittt ettt e e e e e e estrreee e e e e e e snsasnraaeaae s 12
PURPQOSE OF THE 2019 POLICY eititiiiiiee ettt ettt e e e ettt e e e e e s e ssiattaeeaaeesssennnsseaaaaaeens 14
3. PROCESS OF ADOPTION AND MONITORING OF PLICY-ON-REMUNERATION ................l 14
3.1 ADOPTION PROCESS. . ueuveutetertesestessesestesseseesesseseasesseseesessessssassesessesseseesesseseesessessesessessesessessesessessesessessesessensens 14
3.1.1 SNAr€NOIAEI'S MEETING ..vvveeeiieee ettt ettt e et e e e e te e e e st ae e e s taeeeestraeeessraaeeaaes 14
3.1.2 Parent Company BOQrd Of DIFECTOIS ......cooeeeeeeeeee et 15
3.1.3 Parent Company Chi€f EXECUTIVE OFfICEN....uuuuuiieieeeeeeieeeee e 16
3.1.4 Parent Company Remuneration COMMUTEE ........coccuiii i, 16
3.1.5 Parent Company'’s Internal Audit and Risks COMMUITEES.......ccouuveieciieeieiieeeeciee e, 19

3.1.6 Parent Company's Corporate functions involved in the process of definition of
remuneration aNd iNCENTIVE PONICIES........uuveeiie e 20
3.1.7 SUDSIAIAIY COMPONIES ...ttt e e e ettt e e e e e e e taaa e e e e e e e e eettaaraaaaeeeeeeeraseeens 20
3.2 MONITORING PROGCESS .....uovivcuieieteticiitetite ettt ettt et st s s st aeebete s s ebeas e b et esseseseasesetessesesessesesanseseseais 20
4, IDENTIFICATION OF THE GROUP'S IDENTIFIED STAFF ..o 21
5. COMPONENTS OF REMUNERATION ..ottt ettt e ettt e e e e e e et ee e e e e e e nnneees 24
5.1 REMUNERATION OF THE GROUP'S CORPORATE BODIES.......ccocvetiiiietiieieteesieteeesetes st e s s s sesesens 24
5.1.1 Remuneration of the Parent Company's Board of Directors members...........cccceeeunn.... 24
5.1.2 Remuneration of the Parent Company’s Board of Statutory AUQitors .........ccceeeeeeeunnne... 25
5.1.3 Remuneration of members of Corporate Bodies of subsidiary cCompanies...........c......... 26
5.2 REMUNERATION OF THE GROUP'S EMPLOYEES ....cvtuveutetesienesteseesesteseesesteseesessesaesessessesessessenessessenessessenessensenens 27
5.3 REMUNERATION OF EXTERNAL NON-EMPLOYED STAFF....cvivettistereersesieesesesassesessssesessssessssssesassssessssssesessssesenes 30
6. CHARACTERISTICS OF THE REMUNERATION AND INCENTIVE SYSTEM ..o, 31
6.1 RELATIONSHIP BETWEEN VARIABLE AND FIXED COMPONENTS OF REMUNERATION......ccvrvevieiriererirseresesseessessenenes 31
6.2 DETERMINATION OF THE BONUS POOL c..uvutuiieteiietenieiesesestesesesiesesessesessssesessssesessesenessssensasesenessssensasesensssesenes 32
6.3 CONNECTION TO RESULTS ..ttuiuteteneteteirteseneeteseseseesessesesessssesessesesessssesessesesessssensnsesesessssensssesenessesensasesensssesenes 33
6.4 ADJUSTMENT FACTOR ...vutteteniienentstesesesteseestesesessesensesesessssenessssesesessesensesesessssentnsesesessesensssesenessesensssesanessesenes 34
6.4.1 FINANCIQl QAJUSTMENT FACTON ..vviiiiiiie ettt et et e e et e e e eaba e e e e avaeaeeaes 34
6.4.2 Non-financial QjUSTMENT fFACTON ....ccicuiiii ettt e ere e e e avaee e 37
X N =o[Ule][NelilelaRaalclel ale ]Ik o o IRUNTEuRE OO 38
6.4.4 Limits to distributions - combined capital buffer requiremMent ........cccceveceeeeeccieeeeciieeeenn, 38
6.5 SHORT-TERM INCENTIVE PLAN ...ceutetitentetistintesestesesessessesessessesessessensasessensesessensesessensesessensesessensesessensesessensenens 39
6.5.1 Short-term incentive plan for the Parent Company’s Chief Executive Officer ............... 4]
6.6 PAYMENT OF INCENTIVE ...tvetiuiietistetetestssessseesesessssesassesesessesasessesesessssesessesessssesessssesesessesessssesessssesassssesassssesenes 42
6.6.1 Payment of INCENTiVe OF OTNEr ST ... ..iii ittt e e aee e 42
6.6.2 Payment of incentive of identified STAFf .......uueeeeiieeeeeeeeeee e 42
6.7. MALUS AND CLAW-BACK PROVISIONS ......eutrteteereereerteseressesessesesessssesessssesesessensssesesessssensssesenessssensasesensssesenes 46
6.8 LONG-TERM INCENTIVE PLAN .....ttutitetiniietisestesesestesesssesessssesessssesessssesessesesessssenssesessssesensssesesessesensssesensssesenes 47
6.9 Amounts for early termination of @mMPIOYMENT .......coccviiiieiiiee e 48

2

BANCO BPM BANKING GROUP



Definitions

The following definitions are used in this document, notwithstanding that covered by the Supervisory

Regulations:

- Parent Company, Banco BPM Parent Company of the Banco BPM Banking Group;

- Group companies, the Parent Company and subsidiary companies;

- subsidiary companies, Banca Akros, Aletti & C. Banca d'Investimento Mobiliare, Aletti
Fiduciaria, Banca Alefti & C. (Suisse), ProFamily, Release, BPM Covered Bond!, BPM Covered
Bond 2!, BP Covered Bond!, Tiepolo Finance!, Bipielle Bank (Suisse)2, FIN.E.R.T.! 2, Ge.Se.So.,

Bipielle Real Estate, BP Trading Immobiliare?;

- Group Banks, Banco BPM, Banca Akros, Aletti & C. Banca d'Investimento Mobiliare, Banca
Aletti & C. (Suisse), Bipielle Bank (Suisse)?;

- Subsidiary Banks, Banca Akros, Aletti & C. Banca d'Investimento Mobiliare, Banca Aletti & C.

(Suisse), Bipielle Bank (Suisse)?;

- Italian subsidiary banks, Banca Akros, Aletti & C. Banca d’Investimento Mobiliare;

- the Bank of Italy Supervisory Regulations, Circular no. 285/2013 “Supervisory provisions for
banks”, update 25 of the 23 October 2018, First Part, Title IV, Chapter 2 “"Remuneration and

incentive policies and procedures”;

- Staff, where not otherwise specified, are the members of Bodies with supervisory, management
and control functions, employees and non-employed staff (including financial agents,

insurance agents and financial advisers available for outside offers);

- identified staff, people whose professional activity has, or can have, a material impact on the

Group's risk profile;

' The Companies: BPM Covered Bond, BPM Covered Bond 2, BP Covered Bond, Tiepolo Finance, FIN.E.R.T. and BP Trading
Immobiliare do not have any employees.
2 Company in liquidation.
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- top identified staff, CEO, General Manager (where appointed), Co-General Managers and
Managers in the first line of management of the Parent Company, the CEO, General Manager,
Co-General Manager and Deputy General Manager (where present) of Aletti & C. Banca

d'Investimento Mobiliare, Banca Akros and ProFamily;

- senior identified staff, for the Parent Company the Chief Executive Officer, General Manager
(where appointed), Co-General Managers, senior operational and executive managers and
Managers in the first line of management not included amongst the internal control functions
reporting directly to the Chief Executive Officer or the Board of Directors, for Aletti & C. Banca

d’'Investimento Mobiliare and Banca Akros the Chief Executive Officer;

- other staff, all those not included among the identified staff;

- internal control functions, the functions of each company: compliance with regulations
(Compliance), anti-laundering, internal audit (Audit), Risk Control (Risks), validation (Internal

Validation);

- functions with control tasks, internal control functions, Human Resources and Manager in

charge of preparation of the company’s financial reports;

- incentive, the amount of the variable remuneration linked to the short-term incentive plan (STI);

- long-term incentive, the amount of variable remuneration linked to a long-term incentive plan
(LTI);

- bonus pool, the consolidated financial resources provided annually in the annual budget used

to pay the incentive and the company bonus (National Labour Collective Agreement);

- award, means the granting of variable remuneration for a specific accrual period, regardless

of the actual point in time where the awarded amount is paid;

- vesting, the effect by which the member of staff becomes the legal owner of the variable
remuneration awarded, regardless of the instrument used for payment or of the fact that the

payment is either subject to further maintenance periods or to return mechanisms;
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- financial instruments assignment, the bank's commitment to a person to deliver financial

instruments subject to the occurrence of specific conditions provided for in the short/long-term

incentive systems;

- deferral, any form of postponement, in an established time frame, of the vesting of part of the

variable remuneration;

- profit from current operating activities before tax (net of non-recurring items), the “profit from

current operating activities before tax”, without the non-recurring items identified for the

purposes of compliance with Consolbb Communication no. DEM/6064293 of 28 July 2006 and

reported in the Directors' Report on Group Management for the year 2020. The followings are

considered non-recurring:

the results of disposal transactions relating to all fixed assets (holdings, tangible fixed assets
excluding financial assets held to maturity and/or repurchase and fair value measurement
of financial liabilities);

gains and losses on non-current assets and asset disposal groups held for sale;

the income statement components for a significant amount associated with
improvements, reorganisations, etc. (e.g. expenses for use of the redundancy fund,
leaving incentives, merger/integration charges);

income statement components for a significant amount which are not destined to reoccur
frequently (e.g. penalties, impairments of tangible assets, goodwill and other intangible
assets, extraordinary debits/credits by Resolution Funds and the Inferbank Deposit
Protection Fund, effects associated with legislative changes, exceptional results, etc.);
the economic impacts deriving from the fair value measurement of properties and other
tangible assets (artworks);

the tax effects associated with the economic impacts referred to in the previous points;

- Risk Appetite Framework (RAF), the Group's reference framework that defines risk appetite,

tolerance thresholds, limits of risk, risk management policies, reference processes necessary for

defining and implementing them.
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2020 Remuneration Policies

main features summary

Guiding principles

Costumer
protection

Good risk
management |

Internal and
external equity

Professionalisms
attraction and
retention

Interests of all
Stakeholders |

Correctness of
the behavior

Pursuit of long-
term strategies |

guarantee an adequate
remuneration for lasting
performance

Parent Company

Management bodies

* Shareholders' Meeting

e Board of Directors

e Board of Statutory Auditors
e Chief Executive Officer

e Remuneration Committee

¢ Internal Control and Risks Committee

Corporate functions

e Human Resources

* Planning and Confrol

e Administration and Accounts
* Secretariat Corporate Affairs
* Participations

Internal control functions

e Risk

* Compliance

e Audit

Pourposes

The remuneratfion policies represent an important management
lever, for the purpose of a correct orientation of the management
and the staff towards a logic of containment of the risks assumed by
the institution (including legal and reputationalrisks) and of customer
protection and retention, with a view to the correctness of the
behavior and management of the conflicts of interest; in fact,
remuneration policies that are not carefully set can increase the
conflict of interest between the insfitution and the customer,
encouraging the implementation of opportunistic behavior by the
operators, even to the detriment of the saver.

2020 Policy defines - in the interest of all stakeholders - the guidelines
of the Group Staff remuneration and incentive systems with the aim,
on the one hand, of encouraging the pursuit of long-term strategies,
objectives and results, in keeping with the general framework of
governance and risk management policies and with the levels of
liguidity and capitalisation, on the other hand, to attract and retain
in the Group persons with professionalism and skills suited to the
needs of the business, fo the advantage of competitiveness and
good governance, pursuing internal equity and towards the external
labor market.

It is also the purpose of the Group's remunerafion policies to
guarantee an adequate remuneration for lasting performance,
which allows, at the same fime, fo enhance the Staff, recognise the
individual contribution to the achievement of results and discourage
behaviours not based on fairness in relations with customers and not
compliant with regulations or that tend fowards excessive risk
exposure or lead to regulatory violations.

Governance

The approval of the remuneration policies is reserved to the
Shareholders' Meeting; the process of elaboration, preparation and
approval of the same involves the management bodies, the
corporate functions and the internal control functions, each by field
of competence.
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IDENTIFIED STAFF

persons

of Group staff

new persons
compared to
2019

Of which
Banco BPM
Banca Akros

Banca Aletti

other subsidiary
companies

Top ldentified Staff

e For ParentCo: Chief Executive Officer,
General Manager (where appointed),
Co-General Managers and the Head of
the first managerial line

e For Aletti & C. Banca d'Investimento
Mobiliare, Banca Akros e ProFamily:
Chief Executive Officer, General
Manager, Co-General Manager and
Deputy General Manager (where
present)

Consolidated entry gates

* CET1 ratio “phased-in”,

* LCR regulatory

e Profit from current operating activities
Company entry gates

in addition to the consolidated ones

* Profit from current operating activities

Main new features of the 2020

remuneration policy

The 2020 Policy, in alignment with the main pillars of the new 2020/2023
business plan, includes new elements aimed at further increasing the
alignment of staff interests with those of all stakeholders; the main
drivers of change are attributable to pay for performance and the
integration of ESG criteria (Environmental, Social, Governance):

v

v

strengthening of the profit conditions for access to the variable
components of remuneration;

activation starting from 2020, subject to the necessary company
assessments, of a long-term incentive plan, which will have a
duration consistent with that of the new business plan; this system
will be represented in its details on the occasion of a Shareholders'
Meeting, that will be called to express itself on the matter;

new method for calculating the Group's reputational risk among
the main stakeholders, with the integration of artificial inteligence
and machine learning technologies; this indicator, within which
Corporate Social Responsibility is also relevant, can act in
reduction of the economic resources of the annual incentive
system;

introduction into the incentive system of mechanisms aimed at
promoting a corporate culture oriented towards ESG criteriq;
strengthening of the framework for the awarding of amounts for
early termination of employment, which is related to the
assessment of the positive performances achieved both at
individual and company level;

implementation of what is required by the
fransparency of operations and services.

regulation on

Pay for performance (short-term incentive
plan focus)

The awarding of the incentive linked to the short-term incentive plan
(STI) takes into account the profitability, the necessary level of capital
resources and liquidity (enfry gates), specifically:

v

v

consolidated capital adequacy indicator: Common Equity Tierl
(CET1) ratio "phased in", greater than the Risk Trigger threshold
defined in the Risk Appetite Framework;

consolidated liquidity adequacy indicator: Liquidity Coverage
Ratio (LCR) regulatory, higher than the Risk Trigger threshold
defined in the scope of the Risk Appetite Framework;
consolidated profitability indicator: profit from current operating
activities before tax (net of non-recurring items), greater than zero.

Moreover, in addition, for Italian subsidiary banks

v

company profitability indicator: profit from current operating
activities before tax (net of non-recurring items), greater than zero.
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Pay for performance (short-term incentive plan focus)

The economic resources actually available are determined by:

v financial adjustment factor whose measure is proportional to the
value of the risk-adjusted indicator Return on Risk Adjusted Capitall
(RORAC) consolidated achieved at the end of the year in
comparison to the applicable Risk Trigger and Risk Appetite
thresholds defined within the Risk Appetite Framework for the
same year. In the presence of the positive verification of the entry
gaftes and at the same fime in case of loss, the economic
resources provided for in the operating budget are reduced by
the amount of the loss up fo a maximum of 20% of the same, in
advance of the application of the financial adjustment factor; in
this circumstance, the possibility that the application of the
financial adjustment factor determines the increase in economic
resources is precluded.

v" non-financial adjustment factor whose measure is correlated to
the values of the consolidated ECAP Reputational Risk and Anti
Money Laundering (AML) indicators achieved at the end of the
year in comparison to the applicable Alert thresholds defined
within the Risk Appetite Framework for the same year.

The ECAP Reputational Risk indicator represents the amount of
economic capital against estimated reputational risk through a
model developed internally. The Group's reputation status is
monitored through the recording and analysis of indicators, both of
quantitative and qualitative nature, which can influence, in their
dynamics, the reputation of the Group among the main stakeholders
(customers, shareholders, market counterparties, regulator,
employees, financial community) in a final, prospective and stressed
viewpoint. The selected indicators, corresponding to the macro-
areas of Market, Litigation/Sanctioning, IT Services, Corporate Social
Responsibility, Regulatory Affairs, are both internal (deriving from
company processes) and external to the Group, i.e. constituted by
market data and they are systematically measured quantitatively
and, where not possible, qualitatively. In order to detect the Group's
reputation expressed on the platforms widespread on the internet
(e.g. Twitter, Facebook, blogs, press agencies, etc.), the internal
model has been integrated with a further measure relating to
sentiment in the social media sphere. Appropriate engines, based on
machine learning and artificial intelligence techniques and tools,
monitor the discussions widespread on the main social platforms,
evaluate the relevance and significance of the opinions expressed,
associate the messages to the affected stakeholders and measure
the sentiment expressed ftowards the Group; this sentiment,
appropriately classified, is considered to integrate the reputational
measure obtained with traditional models.

The AML represents the ratio between the total of high-risk customers
(maximum classification  within - the infernal model for the
management of the Money Laundering risk) and the total of
customers.

Financial factor

(**)

=
AR
u

Risk wid  Risk
Triager  poin Acpelite

% economic resources payable compared

tothess providle farin fhe budgst
2
#
u

(*) The maximum availability of 50% of the economic
resources is subject to resolution by ParentCo Board
of Directors, which also determines the exact
measure. Any payment may not concern the
identified staff.

(**) The increase of the budgeted economic resources
by over 100% and up to 110% is subject to resolution
by ParentCo Board of Directors, which also determines
the exact measure; this possibility is precluded in case
of loss

Non-financial factor
acts exclusively as a possible malus on the
economic resources

Reputational Risk

R < Alert R 2 Alert
R < Alert noreduction -10%
AML
R 2 Alert -10% -20%
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Selected persons
deemed fo be strategic
belonging fo top
identified staff and to
Finance, Corporate,
Investment Banking,
Private Banking

staff belonging to
internal control functions

other staff

CEO, in the case of awarded Incenfive of a parficularly high amount

Foy 27

Identified staff belonging to who reports directly fo the ltalian subsidiary banks’ CEO and other identified staff, in the case of
awarded incentive not of a particularly high amount

Bonus awarding

A
2020 2021 2022 2023 2024 2025
n

Accrual period

Actual payout 30% 36,67% 1334%

‘ Other identified staff, in the case of an awarded incentive of a particularly high amount

V.
2020 2021

Accrual period

Actual payout 20%

Misconduct behaviors

e suspension from office

e non-compliant behavior which resulted in a loss
deemed significant

e breaches of the requirements stated pursuant to
artficle 26 or, when the entity is an interested party,
pursuant to arficle 53 of the Consolidated Bank Law

e violation of the obligation not to use personal
hedging strategies or insurances on remuneration

o fraudulent or grossly negligent conduct or which
resulted in a significant damage fo customers

Variable and fix ratio

The limit of 2:1 to the ratio between the variable and fixed component
of the remuneration for selected figures deemed strategic remains
confirmed (increase approved by the Shareholders' Meeting of 7 April
2018).

Identified staff pay out

The identified staff incentive is divided into an up-front portion and
deferred portions.

The up-front portion is 60% of the incentfive awarded, in cases where it
is less than 430,000 Euros; 40% of the incentive awarded, in cases where
it is equal to or greater than 430,000 Euros. The 50% of the up-front
portfion of the incentive is awarded in Banco BPM ordinary shares.

The deferred portions consist of:

v' five annual portions of the same amount deferred in the five-year
period following the year in which the up-front portion vests, 55% in
Banco BPM ordinary shares, for the senior identified staff, regardless
of the amount of the incentive awarded, and for the identified staff
reporting directly to the Chief Executive Officer of the Italian
subsidiary banks, in the event that the amount of the incentive
awarded is equal to or greater than 430,000 Euros;

three annual portions of the same amount deferred over the three-
year period following the year of vesting of the up-front portion, for
50% in Banco BPM ordinary shares, for the identified staff not
indicated in the previous point.

For the vested shares, a one-year retention period is envisaged for both
up-front and deferred portions. The vesting of each of the deferred
portions is subject to compliance with the consolidated entry gates
envisaged for the incentive system of the financial year preceding the
vesting of the same (malus mechanism).

In cases where the awarded bonus is lower than or equal to 50,000
Euros and, at the same time, lower than or equal to a third of the fixed
remuneration, this would be paid in cash and on a one-fime basis
(excluding top identified staff and those whose variable to fixed
remuneration ratio exceeds 100%).

Malus and claw-back provisions

If a misconduct behavior is ascertained during the year, the measure
of the provision to be adopted is assessed (which can actin reduction
or zeroing) in relation to the variable remuneration for the year and it
is possible the activation of resfitution mechanisms of variable
remuneration amounts already vested (claw-back clause), from the
time of their vesting up to the next five years.
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towards e

Governance system dedicated to the ESG strategy

Environment

Strengthening

the Group
strategyfora
transition to a

sustainable

economy

Expanding the
product range

toward ESG
solutions,

improving client

service and
relationship

with specific objectives on 4 key areas

Focus on Our

People:

Training, Well

Being and
Respect

o

-
A\
Community

Excelin
committing
tothe
Community

Spreading the culture and value of sustainability fo

customers, colleagues and communities

LCR regulatory
Consclidated 5 Midpoint (*) = R=Risk S
indicators R = Rizk Tolerance P R < Midpoint (*)
IThe Parsnt company
BoD decides the
R = Rizk Tolerance |[Procesd with reward. [potenticl availabiity Mo award.
z of economic
£ resources.
-
5 The Parent company [The Parent company
£ P . [BoD decides the BoD decides the
= EEL S R potential availability  [potential availabiity Mo award.
= Tolerance ) )
2 lof economic of economic
2 resources. resources.
=
w
(T]
R = Midpoint (¥)  [Mo oward. Mo award, Mo award.

(*) Midpoint between the Risk Capacity and Risk Tolerance thresholds

Long-term incentive (LTI)

Starting from 2020, a long-term incentive plan (LTI) will be
activated, subject to the necessary company assessments,
which will have a duration consistent with that of the new
business plan. This system intends to give a concrete signal
of enhancement of the corporate culture aimed at
aligning the interest of the staff with the long-term interest
of the shareholders, by giving the recipients, at maturity, an
incentive related to the appreciation of the Banco BPM
share during the plan, if the Group has achieved positive
performances. In any case, the system will be consistent
with the reference framework for determining risk appetite,
with governance and risk management policies and with
the aim of pursuing sound remuneration policies; it will be
related to financial and non-financial indicators, within
which ESG objectives will be included. The system, which
could include the use of leveraged financial instruments
having the Banco BPM share as underlying, will be
represented in its details on the occasion of a Shareholders'
Meeting, that will be called to express itself on the matter.

Severance payments

Amounts for early termination of employment can be
awarded up to a maximum limit of 24 months of fixed
remuneratfion (excluding indemnity for lack of notice,
determined by legislafive provisions) and for up fo a
maximum value of 2.4 milion Euros (employee gross
amount).The awarding of amounts for early termination of
employment is subject to the ascertainment of conditions,
with reference to the previous year and pertaining to the
capital adequacy indicafor at a consolidated level
Common Equity Tierl (CET1) ratio “phased-in" and the
liguidity adequacy indicator at a consolidated level
Liquidity Coverage Ratio (LCR) regulatory. The amount is
determined considering each element deemed relevant,
and in any case

. the positive results achieved over time;

. circumstances which led to termination, taking into
account company interest, also with the purpose of
avoiding the threat of legal proceedings;

o roles covered and/or offices held during
employment, also in ferms of risks assumed by the
person;

o duration of employment and role;

o savings as a result of early termination of

employment.
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Chief Executive Officer

Total remuneration

The remuneration of the Chief Executive Officer provides for a
suitably balanced mix between fixed and variable
components, the variable component can reach a maximum
of 200% of the fixed component and is equally divided between
the short-term one (short-term incentive plan STl) and the long-
tferm one (long-term incentive plan LTI, see next page).

Short-term incentive (STI)

The same provisions of the identified staff not belonging to the
internal functions with conftrol tasks are applied to the variable
remuneration of the Chief Executive Officer of the Parent
Company.

The objectives assigned to the Chief Executive Officer for 2020
concern the areas relating to profitability, productivity, credit
quality, liquidity, capital adequacy and the qualitative aspects
relating to the management activity with particular reference
also in the sphere related to the achievement of ESG objectives
and operational risk; they also represent a combination of
quantitative and qualitative criteria, referring to the results of the
Group. The risk-based indicators represent 55% of the total. The
achievement levels required are correlated to the value of the
Risk Appetite approved by the Parent Company's Board of
Directors for the year.

LTl
(annual pro-
rata)
33%

Consolidated entry gates
e CET1 ratio “phased-in"
* LCR regulatory

 Profit from current operating activities

Financial factor

* RORAC with prior reduction in case of loss

Non-financial factor
¢ ECAP Reputational risk
o AML

Area Objective Weight Minimum Target Maximum
brofit Consolidated ROTE (*) 15% -20% +20%
rom " Risk A tit
Consolidated RORAC () 15% -20% seAPPelte 17 4207
Productivity Consolidated Cost to Income ratio (*) 10% +3% -3%
Credit and assets quality Credit Policies Indicator (%) (*) 10% -5% 2019 + buffer +5%
R i R
Capital adequac Maximum Distributable Amount (MDA) 20% 5% Risk Appetite +5%
P a Y buffer fully phased (*) ° ° °
Quallitative assessment of Chief
Executive Officer management
activities, formulated by the Board of
Directors, after hearing the opinion of
. the Remuneration Committee. The - .
Quallitative aspects related to . in line with above
assessment is related not only tfo the 10% . - excellent
management N expectations | expectations
economic results, but also to the
implementation of the business plan,
with particular reference also to the
areas related to the achievement of
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1. Reference Legislative Framework

On 23rd October 2018 the Bank of Italy issued new provisions on remuneration policies and practices
in Banks and banking groups (update 25 of Circular no. 285/2013, hereinafter Bank of Italy Supervisory
Provisions), with the purpose of implementing the essential contents of the "Guidelines on sound
remuneratfion policies” in turn issued by the European Banking Authority (EBA) in December 20153
pursuant to directive 2013/36/EU (CRD IV)4in consideration of the evolution of market practice and

experience acquired by supervisory authorities in this field.

On 19 March 2019, the Bank of Italy published the "Provisions regarding the transparency of banking
and financial transactions and services. Correctness of relations between intermediaries and
customers”, with which, among other things, the "Guidelines on remuneration policies and practices
for staff responsible for offering banking products and for third parties employed in the banking

network sale" have been implemented, issued by the EBA in September 20165.

The Legislative Decree 49/2019 in force since 10 June 2019, in fransposition of Directive (EU) 2017/828
of the European Parliament and of the Council of 17 May 2017 (SHRD2) which in turn had amended
Directive 2007/36/EC in regard to the long-term encouragement of shareholders, infroduced, with
reference to the remuneration report, renamed on the occasion "Policy-on-remuneration report and
payouts awarded", the binding vote of the Shareholders' Meeting on the first section and non-binding

on the second one.

The 2020 Policy complies with the Regulatory Provisions of the Bank of Italy and fransposes the
Delegated Regulation (EU) 604/2014 of 4th March 2014, published on 26th June 2014, concerning

technical regulation standards for the identification of identified staff.

2020 Policy also complies with the “Provisions regarding the transparency of banking and financial
fransactions and services. Correctness of relations between intermediaries and customers”; in this
regard, we point out the sections that implement the regulations, fo which reference is made: par. 2
Purpose of 2020 Policy, par. 5.3 Remuneration of external non-employed staff, par. 6.5 Short-term

incentive plan, par. 6.7 Malus and claw-back provisions.

3 The Italian version was issued in June 2016.

4The CRD IV directive was already implemented in Italian legislation in update 7 of circular no. 285/2013 18th November
2014.

5 In December 2016 in the Italian version.
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2. Purpose of the 2019 Policy

Remuneration policies provide important managerial leverage, for the purposes of the correct
positioning of management and staff to the limitation of risks taken by the intermediary (including
legal and reputational risks) and for customers protection and retention, in a spirit of correct conduct
and management of conflicts of interest; remuneration policies not set up with care can, in fact,
exacerbate conflict of interest between intermediary and customer, incenting employees to behave

opportunistically, to the investor's detriment.

In the interests of all stakeholders the 2020 Policy defines guidelines for Group Staff remuneration and
incentive systems, for the pursuit of long-term strategies, objectives and results, in accordance with
the general framework of governance and risk management policies, levels of liquidity and capital
strength, as well as to attract and retain individuals within the Group with professionalism and abilities
suited for the Group's needs, in the interests of competitiveness and good governance, in the pursuit

of fairness within the business and on the external labour market.

Another purpose of the Group's remuneration policies is o ensure suitable remuneration in view of
long-lasting performance. This enables staff enhancement, the recognition of individual contributions
in the achievement of results and discourages conduct detrimental to diligence, transparency and
fairness criteria in relationships with customers and compliance with regulations, which generate

excessive risk exposure or lead to regulatory breaches.

3. Process of adoption and monitoring of policy-on-remuneration

3.1. Adoption process
The approval of remuneration policies is reserved for the Shareholders’ Meeting for companies that

adopt the traditional system of management and supervision, such as Banco BPM.

Information on the decision-making process for the definition of the policy-on-remuneration is
provided here below. Bodies and parties involved in the preparation and approval thereof are

specified along with bodies and parties responsible for their correct implementation.

3.1.1 Shareholder's Meeting

For companies governed with the fraditional management and supervision model, the law (articles
2364 and 2389 of the Italian Civil Code) gives the Shareholders’ Meeting the power to establish the
remuneration of the members of the Board of Directors and of the Executive Committee, as well as
remuneration of Statutory Auditors (art. 2402 of the Italian Civil Code). The Shareholders’ Meeting is
also responsible for approving remuneration and incentive policies for members of the Board of

Directors, statutory auditors and other staff.
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Specifically, in compliance with Bank of Italy Supervisory Provisions and pursuant to art. 11.3 letter (g)
of the Bylaws, for Directors, Auditors and staff the Meeting resolves to adopt: (i) remuneration and
incentive policies, including the Board of Directors’ potential proposal to fix a limit to the relationship
between the variable and fixed components of individual remuneration of identified staff, higher
than 1:1 and within the limit established by the regulations in force from time to time; (i) remuneration
and/or incentive plans based on financial instruments; (iii) criteria for determining payment to be
agreed in the case of early termination of employment or office, including fixed limits such as
payment in tferms of annuity of fixed remuneration and the maximum amount that derives from

implementation thereof.

Pursuant to the Bank of Italy Supervisory Regulations, the Shareholders’ Meeting also receives a
report, sent at least annually, on remuneration systems and procedures as well as the way in which

remuneration policies are implemented.

The Shareholders’ Meeting must also give an opinion, in favour or against on the first section (with a
binding decision) and on the second section (with a non-binding decision) of the Report pursuant to

art. 123-ter of the Consolidated Finance Act.

3.1.2 Parent Company Board of Directors
Pursuant to art. 24.1 of the Bylaws, the Board of Directors is responsible for supervising business strategy

and management.

With particular reference to issues relating to remuneration, the Board of Directors must establish,
pursuant to art. 22.1 of the Bylaws and subject to the Shareholders’ Meeting's responsibilifies
according to art. 11.3 of these Bylaws,- at the suggestion of the Remuneration Committee and taking
account of the Board of Statutory Auditors’ opinion — the remuneration of members of the Board of
Directors appointed to particular offices or responsibilities or delegated responsibilities, or those that

are assigned fo committees in accordance with the Bylaws.

Without prejudice to the Remuneration Committee’s advisory and proposal powers as outlined in
paragraph 3.1.4 below, the Board of Directors: (i) shall draw up at least annually, submit to the
Shareholders’ Meeting and re-examine the remuneration and incentive policies, and is responsible
for their correct implementation (additionally ensuring that (a) the remuneration policy is suitably
documented and accessible within the corporate structure and that all staff are aware of the
consequences of any breaches of regulations or of the ethical code or code of conduct; (b)
remuneratfion and incentive systems suitably guarantee compliance with legislation, statutory
regulations and any ethical code or code of conduct, promoting the adoption of behavior in
compliance with the aforementioned; (ii) shall define the remuneration and incentive systems, at

least for the executive directors, members of general management (and similar bodies), those
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responsible for main business lines, corporate functions or geographical areas, those who report
directly to the Corporate bodies, the management and staff of higher level control functions (and,
specifically, ensure that these systems are consistent with the Bank’s overall decisions in terms of risk-

taking, strategy, long-term objectives, framework of corporate governance and internal control).

3.1.3 Parent Company Chief Executive Officer
Pursuant to art. 30.1. of the Bylaws, the Board of Directors appoints a Chief Executive Officer from

among its members and confers specific responsibilities and powers upon the appointed person.

Pursuant to art. 30.2. of the Bylaws, the Chief Executive Officer is responsible, among other things, for
supervising and ensuring staff management by applying the Company’s and the Group’s human
resource policies. In this regard, and with particular reference to the interests of this report, on the
basis of powers given to the Chief Executive Officer by the Board of Directors, they are vested with
the following powers and the capacity to delegate them: (i) draw up proposals in accordance with
the development and management of staff policies as well as for the Parent Company and
subsidiary companies incentive systems for sulbmission for approval of the Parent Company’s Board
of Directors; (i) for all staff of the Parent Company and the subsidiary companies of all types and
levels, including managers (with the exception of positions reserved for approval by the Parent
Company's Board of Directors) to proceed with recruitment, promotion of staff and define the

remuneratfion and incentive systems in force from fime o time.

3.1.4 Parent Company Remuneration Committee
Pursuant to art. 24.4.1. of the Bylaws, the Board of Directors shall arrange a Remuneration Committee
internally, approving the Regulations which determine its responsibilities and operation in

accordance with the Supervisory Regulations.

The Remuneration Committee shall be composed of four directors, all non-executive and the
maijority of whom (one is elected as Chairman) having the independence requirements provided by
art. 20.1.6. of the Bylaws. At least one member of the Committee must have suitable knowledge and

experience in the financial field or of remuneration policies.

The Remuneration Committee, established with formal resolution issued on 10th January 2017,
consists of the following four directors on the date of this report (and until the approval of the 2019
financial statements): Fabio Ravanelli (Chairman), Emanuela Soffientini (Vice Chairman), Paola

Galbiati and Cristina Zucchetti.
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The Remuneration Committee is responsible for the functions and tasks assigned to it by the Self-
Regulation Code of the Italian Stock Exchange (Borsa ltaliana) and by applicable supervisory

regulations (see Section 2 of Bank of Italy Supervisory Provisions).

In accordance with the provisions of the Supervisory Regulations of the Bank of Italy currently in force,
the Bylaws and specific Regulation, the Remuneration Committee, has the following duties for the

Parent Company, subsidiary banks and the Group’s main non-bank companies:

- advisory status and the task of making proposals regarding payment of directors, statutory
auditors, general managers, co-general managers and deputy general managers;

- advisory status and the task of making proposals regarding payment to the executive
responsible for preparing corporate accounting documents according to Art. 154-bis of the
Consolidated Finance Act, the heads of the internal control functions — and therefore the Head
of the Internal Audit Function, the Chief Risk Officer (CRO), where applicable, the Head of
compliance function, the Head of the risk control function, the Head of the Anfi-Money
Laundering function and the Head of Internal Validation function — and the Head of the Human
Resources Function;

- advisory status and the task of making proposals regarding payment of other staff whose
remuneration and incentive systems are decided by the Board of Directors, as well asregarding
determination of criteria for remuneration of other identified staff identified using the methods
provided by the Bank of Italy Supervisory Regulations;

- advises, making use of information received from competent company functions, on the
outcome of the identified staff identification process, including any exclusions pursuant to
Section | par. 6.1 of Bank of Italy Supervisory Provisions;

- directly supervises the correct application of rules relating to remuneration of the heads of the
internal conftrol functions — as mentioned above - in close co-operation with the Board of
Statutory Auditors;

- handles the preparation of documentation to submit to the Board of Directors for decisions
relating to remuneration and incentive;

- collaborates with other committees within the Board of Directors and, specifically, with the
Internal Audit and Risks Committee and the Appointments Committee;

- ensures the involvement of specialist corporate functions in the process of developing and
inspecting remuneration and incentive policies and practices;

- advises, making use of information received from specialist corporate functions and,
specifically, the Human Resources function, on achievement of performance objectives linked
to incentive plans and on the inspection of other conditions established for payment;

- provides adequate reflection on activity carried out by the Board of Directors, the Board of

Statutory Auditors and the Shareholders’ Meeting.
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Referring, then, to their specific functions provided by the Self-Regulation Code of Borsa Italiana, the

Committee performs, among other things, the following additional tasks:

- it periodically evaluates the suitability, overall consistency and practical implementation of
remunerafion policies regarding directors, statutory auditors and executives with strategic
responsibilities, using information provided by the Chief Executive Officer and makes proposals
in the area to the Board of Directors;

- presents proposals on remuneration of directors who perform particular offices, including
setting performance targets relating to the variable component of this remuneration to the
Board of Directors; it monitors in this respect the application of decisions adopted by the Board
itself verifying, specifically, the actual attainment of performance targets;

- whenever it intends to use the services of a consultant fo obtain information on market
practices regarding remuneration policies, the Committee verifies in advance that it will not
be faced into situations that compromise independence of judgement.

Each additional aftribution to the Committee provided by the legislation and regulations, or

supervisory bodies or approved by the Board of Directors is without prejudice.

The Committee shapes the conduct of its own duties in accordance with principles of autonomy and
independence. Regarding remuneration, it performs its functions with the support of experts in the
areas of risks, capital and liquidity management. To this end, it ensures that the incentives underlying
the system and remuneration policies are consistent with the methodology adopted by the Bank for
regulatory and internal risk management, making use of corporate risk control structures and,
specifically, the Chief Risk Officer, where required, the Head of the risk control function and the Head
of the compliance function who, together with the Head of the human resources function, attend

meetings, unless otherwise determined.

In the performance of its duties, the Committee also has access to all areas of activity and corporate
functions of the Group companies, both through central offices and peripheral structures, and has
the right fo obtain any information or data deemed necessary for the performance of its task. In any
case, the Board of Directors ensures that the Committee is suitably equipped with resources to fulfil
its task and exercise its powers, approving an annual budget within the limits of which the Committee

may make use of specialist external consultants and acknowledged experts in the subject matter.

Further information relating fo the Remuneration Committee, including information referring to its
operation, is available in the “Report on Corporate Governance and Ownership Structures”,

published on the website gruppo.bancobpm.it.

With reference to activities carried out in fhe first months of 2020, the Committee met four times and
carried out activities of its own competence, depending on the case at hand, including the pursuit
of investigations, the provision of advice and/or proposals, specifically regarding: (i) for essential

elements constituting the identified staff identification policy and positive valuation of the
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implemented process and relative outcomes for 2020; (ii) upon ascertainment that entry conditions
are met by staff for variable components of remuneration vesting in 2020 with reference to resulfs
achieved in 2019, in implementation of provisions contained in reference policies; (i) upon
ascertainment that entry conditions for the 2017-2019 long-term incentive system and the results
achieved in relafion to the performance maftrix, in implementation of provisions contained in
reference policies; (iv) upon ascertainment of performance levels achieved by the Parent Company
Chief Executive Officer with reference to objectives assigned for 2019, as well as in relation fo the
2017-2019 long-term incentive system; (v) upon definition of proposal for remuneration policies for
2020 for Banco BPM banking group staff, as well as the remuneration plan based on shares of Banco
BPM regarding the 2020 short-term incentive plan; (vi) upon proposal of criteria for determining any
amounts to be agreed in case of early termination of employment of all staff, including limits set for
said remuneration in terms of annuity of fixed remuneration and the maximum amount deriving from
application thereof; (vii) upon objectives to be assigned to the Parent Company Chief Executive

Officer for the 2020 short-term incentive plan and to his variable remuneration for the year.

3.1.5 Parent Company'’s Internal Audit and Risks Committees
Pursuant to art. 24.4.1. of the Bylaws, the Board of Directors shall internally establish Internal Audit and
Risks Committees, approving the relative Regulation that determines their tasks and operation in

compliance with the Supervisory Regulations.

The Internal Audit and Risks Committee shall be made up of four directors, all non-executives and
the maijority of whom (one elected as Chairman) having the independence requirements provided
by the Bylaws. It is also expected that the members of the Committee must have the knowledge,
abilities and experiences to be able to fully understand and monitor the Group's risk strategies and
guidelines; at least one member of the Committee must have suitable experience in accounting and

financial matters, or of risk management.

The Internal Audit and Risks Committee, set up on the date of this report with the formal resolution of
10 January 2017 and a deadline for the approval of the 2019 financial statements, is made up of the
following four directors: Mario Anolli (Chairman), Costanza Torricelli (Vice Chairman), Rita Laura

D’'Ecclesia and Carlo Frascarolo.

The Internal Audit and Risks Committee is responsible for the functions provided by the Bank of Italy
supervisory regulations (see, specifically, the First Part, Title IV, Chapter 1, Section IV of Circular
285/2013), the Bylaws, as well as the Self-Regulation Code, performing specifically duties of support
of the Parent Company’'s Board of Directors on matters of risks and internal control systems, with

responsibility for overseeing the entire Group.

With specific reference to the authority of the Committee regarding remuneration systems, it —
notwithstanding the authority of the Remuneration Committee — verifies that the incentives submitted

to the remuneration and incentive system are consistent with the RAF (Risk Appetite Framework) and
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formulates its own opinion on remuneration for the heads of the internal control functions, consistent

with corporate policies.

Further information relating to the Internal Audit and Risks Committee, including information referring
to its operation, is available in the “Report on Corporate Governance and Ownership Structures”,

published on the website gruppo.bancobpm.it.

In 2020, the Committee ascertained the consistency of the conditions proposed in the 2020
remuneration policies for access to the variable components of remuneration, with respect to the

RAF approved by the Parent Company’s Board of Directors.

3.1.6 Parent Company’s Corporate functions involved in the process of definition of remuneration and
incentive policies

The process of defining remuneration and incentive policies provides for the involvement of
appropriate corporate functions: the Parent Company’s Human Resources function ensures
technical support to Bodies and arranges for support material prepared to draw up remuneration
policies, in collaboration, each one according to its authorities, with the Risks, Compliance, Planning

and Control, Administration and Accounts, Corporate Affairs Secretary and Participations functions.

In particular, the Risks function, in partnership with the Planning and Control function, identifies
indicators and values to be compared relating to the strategic and performance objectives, which
correlate the determination of variable components of remuneration and incentives in order to
ensure coherence of the monitoring the suitability with respect to the Risk Appetite Framework
approved by the Parent Company’s Board of Directors, fo the long-term corporate strategies and
objectives, linked to the risk-adjusted business performances, consistent with the levels of capital and

liguidity necessary to meet the business undertaken.

3.1.7 Subsidiary companies

Pursuant to the Bank of Italy Supervisory Regulations, the Parent Company shall establish the
remuneration and incentive policies of the entire Group, it shall ensure its overall consistency, provide
the guidelines necessary for their implementation and monitor their correct application; taking
account therefore of policy-making and approval by the Parent Company as described in the
previous paragraphs, the Board of Directors of each subsidiary recognises this Report, and the

Shareholders’ Meeting of each subsidiary bank approves it insofar as their authorities.

3.2 Monitoring Process

The process of monitoring the system of remuneration of Group Staff is regulated as follows:

a) monitoring of regulatory compliance, to be carried out by the Parent Company’s Compliance
function, that verifies the consistency of remuneration and incentive policies with that provided

for in the existing legal and supervisory requirements, the Parent Company’s Bylaws, internal
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Group regulations the Ethical Code or other standards of conduct applicable to entities of the
Group;

b) internal audit, fo be carried out by the Parent Company’s Audit function, which verifies
compliance of the procedures implemented by the individual Group companies with the

approved remuneration and incentive policies and the regulations in force from time to fime.

The Risk function expresses itself on the correct activation of specific risk indicators of a financial and
non-financial nature and which are used for correction methods (ex ante and ex post), within the
scope of remuneration and incentive systems ensuring the overall connection and consistency with

the Group's risk governance.

The Parent Company’s Audit and Compliance functions, to the extent of respective scope, bring to
the attention of the Parent Company’s Board of Directors, the Board of Statutory Auditors, and of

every subsidiary, the monitoring results indicated in items a) and b) above.

The Parent Company’s Board of Statutory Auditors shall assess the relevance of any shortcomings
revealed by the monitoring process described for the purposes of prompft reporting to the Supervisory

Authorities.

4. ldentification of the Group’s identified staff

The process for the identification of identified staff is defined based on Regulatory Technical
Standards (RTS) issued by the European Banking Authority and provided for n Delegated Regulation
(EU) no. 604/2014 (Regulation), which came into force on 26th June 2014, as well as the application
of an additional criteria, specifically identified for the purpose of identifying any further persons who
assume relevant risks for the Group and who may not have been identified on the basis of other

criteria.

The Parent company Human Resources function coordinates and formalises the process for the
identification of identified staff for the Group on an annual basis, justifying outcomes and ensuring
overall coherence, with the involvement of Parent company Organisation, Risks and Planning and

Control functions.

The conftrol process is implemented by Compliance and Audit functions, each within respective

scope as described in paragraph 3.2 here above.

Upon hearing the Remuneration Committee, the Parent Company Board of Directors approves the

identification process as part of the year's remuneration policy.
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The identification process is implemented within all Group companies and requires assessment on an
individual basis in the case of Italian Banks and at a Group level for all other subsidiary companies.
Said process is carried out by the Parent company in virtue of outsourcing contracts in force, with the

effective collaboration of the Group's banks.

The key underlying principle of the Regulation process consists of the evaluation of the relevance of
each person in terms of substantial risk-taking, on the basis of the individual position (for qualitative
criteria, by way of example, but not limited to such, responsibility, hierarchical levels, levels of

resolution are assessed) or remuneration (quantitative criteria).

The interpretation of qualitative criteria for the application of the identified staff identification process

in the Group, has determined the following positions:

- members of the Board of Directors of the Group's Italian banks;

— Parent Company Risk, Compliance and Audit function managers as well as those who report
directly to them (including managers of the Anti-laundering and Internal Validation structures);

— those who report directly to Management Bodies of the Group's Italian Banks (excluding
managers of in staff functions), including Parent Company General Management;

— managers of relevant legal entity (namely those to whom at least 2% of Group regulatory
capital has been distributed), managers of relevant operative units (namely those to whom at
least 2% of regulatory capital of relevant respective legal entities has been distributed) and
those who report directly to both categories (except for managers of in staff functions);

— managersin the first line of management of Parent Company'’s functions including legal affairs,
finances, including taxation, budgeting and economic analysis, human resources,
remunerafion policies and information technologies, as well as appointed executives present
in the Group;

- members with the right fo vote, as well as any participantsé with the right to vote, of Parent
Company Management Boards for Asset Allocation, Finance, New products and markets, Risks
and Crisis;

— roles responsible for the submission of proposals or with the power to adopt, approve or veto
credit risk exposures amounting to at least 0.5% of class 1 primary capital (CET1) of the Group
or of single Italian banks, or the minimum threshold established by the Regulation, set at 5 million
euro. Members with the right to vote of the Parent Company Executive Committee, members
with the right to vote are also identified, as are any participants with the right to vote, of the

Parent Company Credit Committee and NPE Committee or of any Committees established in

¢ The Parent Company's Chief Executive Officer has the right fo participate in the meetings of the Committees of which he is
not a member, assuming in this case the chairmanship, with the right to vote. The General Manager (where appointed) and
the Co-general Managers of the Parent Company have the right to participate in the meetings of the Committees of which
they are not members, with the right to vote.
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subsidiary companies with equivalent provision-making functions;

— roles assigned with proxies which can determine market risk exposure pertaining to trading
portfolio amounting to at least 5% of Value at Risk (VaR) on a time to time basis, as provided at
a single Italian Bank of the Group level;

— managers of groups of persons whose total power is equivalent to or higher than levels defined

with reference to credit or market risk.

For quantitative criteria application purposes, all persons belonging to the 0.3% of staff (including
those with overall remuneration equal to or greater than 500,000 euro) who have been awarded
overallremuneration greater than the previous financial year and all persons who during the previous
financial year received total remuneration equal to or greater than that of persons identified for such
qualitative criteria ( as specified in the Regulation), whose professional activity has a material impact

on the risk profile of the legal entity at issue.

With reference to persons identified based on quantitative criteria alone, the Group does not apply
the procedure for the exclusion of identified staff as provided in Bank of Italy Supervisory Provisions
an (EU) Decision 2015/2218 of the European Central Bank dated 20th November 2015.

Despite the distinction between staff belonging and not belonging to the internal control functions
considered by the Bank of Italy Supervisory Provisions, the identified staff detected on the basis of the

process implemented are classified as:

- top identified staff: the CEO, General Manager (where appointed), Co-General Managers and
Managers in the first line of management of the Parent Company, the CEO, General Manager,
Co-General Manager and Deputy General Manager (where present) of Alefti & C. Banca
d'Investimento Mobiliare, Banca Akros and ProFamily.

Top identified staff includes:

— senior idenfified staff: the CEO, General Manager (where appointed), Co-General
Managers, senior operational and executive managers of the Parent Company and
Managers in the first line of management of the Parent Company not included amongst
the internal control functions reporting directly to the CEO or to the Board of Directors, the
CEOQO of Aletti & C. Banca d'Investimento Mobiliare and of Banca Akros;

- other identified staff: the identified staff not included in the above category.

In 2020, process implementation resulted in the identification of 189 persons, amounting to
approximately 0.9% of total Group staff at 1 January 2020. Compared to the outcomes of the process

implemented at the beginning of 2019, which had led to the identification of 188 positions/persons
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(184 persons and 4 ad interim positions), during the same year, a further 16 persons were subsequently
idenftified; therefore, in comparison with the final outcomes of the process implemented in 2019,
therefore equal to 200 persons, for 2020, 9 new persons are identified, of which 8 in the past never
included in the perimeter of the identified staff and one already identified during previous exercises,
and 20 persons are no longer identified, in virtue of their fermination of employment or office, change
of role or responsibility, quantitative criteria expiry. With reference to the Group's Italian Banks, the

following positions/ persons are identified’:

— Banco BPM: 150;
— Banca Akros: 24;
— Aletti & C. Banca d'Investimento Mobiliare: 11.

In the remaining companies 4 persons are identified.

5. Components of remuneration

5.1 Remuneration of the Group’s Corporate Bodies

5.1.1 Remuneration of the Parent Company’s Board of Directors members

The Shareholders’ Meeting approves the remuneration policies of the members of the Board of
Directors and determines their reward package; the Shareholders’ Meetfing is also responsible,
pursuant to art. 2389 of the Italian Civil Code, for deciding the remuneration due to directors who

are members of the Executive Committee.

Therefore, the entire Board of Directors is due — aside from reimbursement of costs incurred due to
their employment — an annual payment that is determined, at a fixed rate, for the full period of the
Shareholders’ Meeting established at the time of their appointment. The distribution of remuneration
approved by the Shareholders’ Meeting, where not specified thereby, is established by the Board of

Directors.

In connection with the approval of the merger between the former Banco Popolare Soc. Coop. and
the former Banca Popolare di Milano Scarl, the corresponding Shareholders’ Meetings held on 15
October 2016 resolved the fixed compensation to be awarded to the Board of Directors and the
additional component to be awarded for each member of the Executive Committee for the full

period of their office, and therefore for the financial years 2017-2018-2019 (until approval of the

7 Those holding a position in more than one Group companies are listed once only.
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financial statements as at 31 December 2019), to be allocated on a pro rata temporis basis in relation

to the actual term in office.

For directors assigned particular offices, according to art. 22 of the Bylaws, the Board of Directors, on
the basis of proposals formulated by the Remuneration Committee and having obtained the opinion
of the Board of Statutory Auditors, determines the amount of emoluments to be paid, pursuant to art.
2389 paragraph 3 of the Italian Civil Code. In this regard, at the meeting held on 7-8 May 2019, the
Board of Directors, on the proposal of the Remuneration Committee and having considered the
opinion of the Board of Statutory Auditors, established the additional fixed components, proportional
to the commitment required of the office and the relative responsibilities, for the period that will end
on the date of the Shareholders’ Meeting called to approve the financial statements as at 31
December 2019.

At the meeting held on 14 March 2017, the Board of Directors - on the proposal of the Remuneration
Committee and with the favourable vote of all members of the Board of Statutory Auditors -
determined the fixed remuneration of the CEQS8, in accordance with article 2389 of the Italian Civil
Code and article 22.1 of the Bylaws; at the meeting of 28 February 2020, the Board of Directors, taking
info account that the limit of 2:1 (200%) to the ratio between the variable and fixed component of
the remuneration for selected persons deemed strategic remains confirmed for 2020 (increase
approved by the Shareholders' Meeting of 7 April 2018), also resolved to correlate 100% of the Chief
Executive Officer's gross annual remuneration (GAR) with the short-term incentive plan and the
remaining 100% of the same remuneration with the annual pro-rata long-term? incentive plan,

subject to the approval of the latter by a specific Shareholders' Meeting subsequent to that of 4 April.

A third-party insurance policy and a cumulative occupational accidents policy are planned for
members of the Board of Directors. For the sake of completeness of information, it is also noted that

a life insurance policy in favour of the current Chairman of the Board of Directors is in effect.

Neither variable components of the remuneration nor end-of-term payments are planned for

members of the Board of Directors without individual contract.

The Chairman of the Board of Director’'s remuneration does not exceed the fixed remuneration

collected by the Chief Executive Officer or the General Manager (where appointed).

5.1.2 Remuneration of the Parent Company’s Board of Statutory Auditors
The Shareholders’ Meeting approves the remuneration policies of members of the Board of Statutory

Auditors and determines the remuneration to be paid to them for the full term of their office.

8 See paragraph 6.5.1 with reference to variable remuneration correlated to the short-term incentive plan.
? See paragraph 6.8.
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Therefore, all members of the Board of Statutory Auditors are entitled — in addition to reimbursement
of expenses incurred due to their office — fo an annual amount which is determined by the

Shareholders’ Meeting at the time of their appointment, at a fixed rate for the full term of their office.

In connection with the approval of the merger between the former Banco Popolare Soc. Coop. and
the former Banca Popolare di Milano Scarl, the corresponding Shareholders’ Meetings held on 15
October 2016 resolved the compensation to be awarded to the Board of Statutory Auditors for their
full term in office, namely for financial years 2017-2018-2019 (until approval of the financial statements
as at 31 December 2019).

A third-party insurance policy and cumulative occupational accidents policy are planned for

members of the Board of Statutory Auditors.

With regard to the Bank of Italy Supervisory Provisions, members of the Board of Statutory Auditors

shall not receive any variable components of remuneration.

The Board of Statutory Auditors is not currently granted powers pursuant to art. 6.1 b, Italian Legislative
Decree no. 231/2001; Banco BPM Banking Group's Board of Directors, in their meeting on 10 January
2017, considering not to make use of the authorities laid out in paragraph 4-bis of the same article
mentioned above, in fact it appointed a specific Supervisory Body (SB), assigned the task of
monitoring, among other things, the observance and functioning of the organisational,
management and monitoring model, and also of updating of the consequent powers and duties.
The Parent Company’s SB provides for the appointment of a statutory auditor among its members;

an additional payment is therefore given to this person for the office fulfilled in the SB.

5.1.3 Remuneration of members of Corporate Bodies of subsidiary companies

Provision is made for fixed remuneration differentiated in relation to their respective offices fulfilled
within their respective organisations for members of Corporate Bodies of subsidiary companies, in
addition to reimbursement for living expenses and possible attendance fees, where resolved by their

respective Shareholders’ Meetings.

This remuneration is approved by the respective General Shareholders’ Meetings, according to the
Bylaws, for members of the Board of Directors and the Board of Statutory Auditors of subsidiary

companies.

No provision is made for variable remuneration components for members of the Boards of Directors

lacking an individual contract.

With regard to the Bank of Italy Supervisory Regulations, members of subsidiary company Boards of

Statutory Auditors do notf receive any variable remuneration component; if they are also a member
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of the Supervisory Body established pursuant to Italian Legislative Decree 231/2001, it is envisaged

that they will receive an additional emolument for the office held.

The emoluments of the Chairman of the Board of Directors of each subsidiary bank shall not exceed

the fixed remuneration awarded to the head of the body with the function of managing the

subsidiary company (Chief Executive Officer or General Manager).

5.2 Remuneration of the Group's employees

The system of remuneration of the Group's employees provides the following.

1. A fixed remuneration component consisting of:

gross annual remuneration (GAR), determined by relative labour contracts based on the
National Labour Collective Agreement and any second-level contracts in force from
time to fime or in agreements with Corporate Parties.

In this respect, interventions on the fixed component consist of promotions to more senior
remunerafion or placement based on an effective increase in responsibility, and
personal allowances, awarded for continuing deserving performance;

role allowances.

It is possible to assign role allowances, consisting of an increase in remuneration, paid on
a monthly basis and subject to covering a specific position. This remuneration is
predetermined, permanent, so long as the recipient does not change the office for
which the remuneration was granted, does not provide incentives for risk-taking and is
not revocable, but is discretionary, and reflects the level of professional experience and
seniority. Therefore, it is issued on the basis of predefined criteria:

other benefits for personal and family use granted by the Parent Company and its
subsidiary companies to their employees, resulting from national legislation and/or from
second-level and/or deriving from specific internal reference policies.

The most important benefits concern the following areas: corporate welfare,
supplementary pensions and healthcare. The Group's employees, according to the
specifics of the company to which they belong and/or the company of origin, also

benefit from advantages when using bank services and insurance coverage.

2. A possible variable remuneration component, composed of:

incentives linked fto the short-term incentive plan on an annual basis (incentive),
awarded in accordance with that provided in chapter 6 below;

incentives linked fo long-term incentive plans (long-term incentive), referred to in
paragraph 6.8 below;

for Group companies that apply the National Credit Contract a variable component

connected tfo financial performance and/or to specific objectives (corporate bonus —
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Nafional Labour Collective Agreement) is awarded subject to full compliance with the
following conditions recorded at 31/12/2020 on a consolidated basis: (i) that the
Common Equity Tier1 (CET1) ratio "phased-in", capital adequacy indicator is higher than
the relative Risk Trigger!0 threshold defined in the Risk Appetite Framework!! for the same
year; (i) that the Liquidity Coverage Ratio (LCR) regulatory, liquidity adequacy indicator
is higher than the relative Risk Trigger'© threshold defined within the Risk Appetite
Framework!!; (iii) that the profit from current operating activities before tax (net of non-
recurring items) is positive. It is computed for the purpose of calculating the ratio between
the variable and fixed component of the remuneration and is awarded in compliance
with the provisions of chapter 6 below regarding the application of the malus and claw-
back provisions'2. The criteria and methods for determination and payment!3 of this
remunerafion are subject to information, comparison and/or negotiation with the
Corporate Parties;

- for Group companies that apply the National Contract for Tourism and Public Businesses,
a variable component connected to specific objectives (productivity bonus — National
Labour Collective Agreement) is provided. The criteria and methods for determination
and payment of this remuneration are subject to notification to the Corporate Parties;

- limited to other staff of the Group, therefore excluding identified staff identified for the
reference year and for the previous year!4, possible one-off payments may be granted,
as a reward for professionalism and individual effort, in line with professional assessment
(or equivalent) and in compliance with specified regulafions. Said remuneratfion is
subordinate to full compliance with the following conditions as identified in the last
quarterly report available on a consolidated basis: (i) the Common Equity Tierl (CET1)
ratio “phased-in" capital adequacy indicator is higher than the relative Risk Trigger!s
threshold as defined in the Risk Appetite Framework'¢; (i) that the liquidity adequacy
indicator Liquidity Coverage Ratio (LCR) regulatory is higher than the relative Risk Trigger
threshold'® defined in the Risk Appetite Frameworkls; (ii) that the profit from current
operating activities before tax (net of non-recurring items) is positive. The maximum limit
of impact of these payments is fixed at 10% of the fix component of the individual
remuneration. The total amount of resources to be dedicated to these payments cannot
exceed the limit of 0.2% of the recurring staff cost!?, provided in the budget of the

financial year in question;

10The Risk Trigger threshold means the lower point of the Risk Appetite target area, consistent with the RAF framework.

" Expected value on 31/12 of the same financial year.

12 See paragraph 6.7.

13 By way of example, welfare services or Banco BPM shares, in the latter case prior specific resolution of competent
corporate bodies and obtaining of necessary regulatory authorisations.

14 As identified on process activation date.

15 Risk Trigger threshold means the lower point of the Risk Appetite objective areaq, in line with the RAF framework.

16 Expected value on 31/12 of the same financial year.

17 Staff cost identified in the budget of the relevant financial year, excluding the following variable remuneration
components: bonus pool, pro rata cost of long-term incentive and one-off incentives.
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- possible exceptional payments to newly-appointed staff in the Group, limited to the first
year of employment (so-called welcome bonus); if not paid in a one-off solution upon
hiring, said payments are computed for the purpose of calculating the ratio between
the variable and fixed component of the remuneration’s;

- any payments connected to confinuing staff, subject to their presence at a certain date
(retention bonus); the amount is awarded no earlier than the positive check of the event
to which it is related, in compliance with the capital adequacy and liquidity adequacy
conditions referred to in paragraph 6.9 below, it is calculated for the purpose of
calculating the ratio between variable and fixed component of remuneration’s, it is paid
on the basis of the modalities envisaged for the category of staff to which it belongs at
the time of awarding'? and is subject to the malus and claw-back provisions0;

- any payments for non-competition clauses or notice period extension clauses; such
amounts are paid in compliance?! with specifications set forth in paragraph 6.9 here
below (including specifications pertaining to capital and liquidity adequacy conditions),
and, with reference to identified staff, they are computed for the purpose of calculating
the ratio between the variable and fixed component of the remuneration’s.

- any additional employment termination amounts (golden parachute, in the case of
identified staff); said payments take place in compliance with specifications set forth in
paragraph 6.9 here below (including specifications pertaining to capital and liquidity
adequacy conditions), and, they are computed for the purpose of calculating the ratio

between the variable and fixed component of the remuneration'd 22,

The awarding of guaranteed variable remuneration is not envisaged.

There are no stability clauses.

There are no discretionary pension benefits.

All remuneration procedures, even if not expressly indicated in items 1) and 2) above, provided that
they are implemented following the Parent Company’s guidelines and in accordance with the
regulations in force from time to time, are carried out subject to prior approval, both on merit and in

financial terms, by the Parent Company's Chief Executive Officer or by their delegates?3.

Generally, unless stated otherwise in the individual’'s work contract, the Group’s employees do not
receive remuneration for positions held in Corporate Bodies of subsidiary and/or investee companies

as designated by the Group. This remuneration is paid in full to the company to which they belong

18See paragraph 6.1.

19 See paragraph 6.6.

20See paragraph 6.7 point 2.

21 Without prejudice to the peculiarities of the Bank of Italy's Supervisory Provisions.

22 Unless defined in application of the predefined formula contained in paragraph 6.9 here below.

23 Power delegated by the Parent Company’s Board of Directors or by the Parent Company’s Chief Executive Officer to
implement all formalities, acts and duties provided by the remuneration policies.
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by the company in which the job is carried out. For those who do not receive remuneration for offices
held in Corporate Bodies of subsidiary and/or investee companies, the incentive is not linked to these

offices.

No remuneration is paid to employees of the Parent Company and of subsidiary companies which

form part of the Supervisory Body (pursuant to Italian Legislative Decree 231/2001).

5.3 Remuneration of external non-employed staff
The remuneration of external non-employed staff that the Group uses is regulated by the respective

confracts.

For non-employed staff that fall into the category of financial advisers authorised for door-to-door
sales and financial agents, the remuneration is comprised by a recurring component which may
include, depending on the case, commission from entry fees and/or management fees and/or linked
to the conftribution of assured revenue and/or to units and/or to brokered volumes. A non-recurring
component of remuneration may be envisaged, also in the form of commissions paid for incentive
purposes, in order to direct the commercial activity to the achievement of specific objectives; within
the first year of employment in the Group, the payment of a welcome bonus may also be envisaged.
The possible payment of non-recurring components of the remuneration paid for incentive purposes
is subject to compliance with the capital and liquidity adequacy conditions defined for the awarding
of the severance payments in the following paragraph 6.9, takes info account the risk and is subject

to the application of malus and claw-back provisions24.

The possible payment of non-recurring components of the remuneration for external non-employed
staff not belonging to the category of financial agents, insurance agents and financial advisers
authorised for door-to-door sales is subject to the conditions defined in chapter 6 below, including

the application of malus and claw-back provisions24,

For all the external non-employed staff, any non-recurring remuneration component is linked, in
addition to indicators of a quantitative nature, to qualitative indicators expressed with criteria that
can be quantitatively measured (by way of example, but not limited to such, the risk involved in its
different meanings, the compliance with the legislation and regulations, customer protection and
increase of loyalty, product quality, quality of the service provided, containment of complaints and
legal or reputationalrisks), in line with guidelines of the Group's short-term incentive plan2s. The Parent
Company’s Compliance function must verify these criteria, pursuant to specifications contained in

item a) of paragraph 3.2 above.

24 See paragraph 6.7 point 2.
25 See paragraph 6.5.
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With specific reference to financial agents, the provisions on fransparency of banking and financial

operations and services defined in paragraph 6.5 below apply.

All remuneration interventions, even if not expressly indicated in the preceding paragraphs provided
that in implementation of the Parent Company guidelines and in compliance with the provisions in
force from time to time, are carried out subject to prior approval, both on the merits and in economic

terms, by the Chief Executive Officer of the Parent Company, or any of its delegatess.

6. Characteristics of the remuneration and incentive system

The characteristics of the remuneration and incentive system for Group staff are illustrated in this
chapter, taking into consideration strict criteria in evaluating results achieved, in accordance with

current regulatory provisions.

Within the incentive system, initiatives aimed at spreading the corporate culture oriented towards

aftention to ESG (Environmental, Social, Governance) issues are pursued.

The Group’s Staff cannot use personal hedging strategies or insurances on remuneration to
undermine the risk alignment effects embedded in their remuneration arrangements. To ensure
compliance with the aforementioned, within the scope of the remuneration policy control process?”
the Audit function carries out sample evaluations of internal custody and administration accounts,
at least of identified staff who are holders or co-holders; detected breaches are identified as
misconduct?8. Based on Bank of Italy Supervisory Provisions, by means of the process activated by
the Parent Company's Human Resources function, the bank requests identified staff to notify the

existence or opening of custody and administration accounts at other intfermediaries.

No staff Group initiatives which may affect risk alignment mechanisms are envisaged, including in

the incentive plans??,

6.1 Relationship between variable and fixed components of remuneration
Fixed remuneration0 is understood as the collection of elements referred to in point 1) of paragraph

5.2, as well as the recurring component of remuneration referred to in paragraph 5.3. Variable

26 Mandate assigned by the Parent Company's Board of Directors or by the Parent Company's Chief Executive Officer to
implement all the formalities, deeds and fulfilments envisaged by the remuneration policies.

27 See paragraph 3.2

28 See paragraph 6.7.

22 Without prejudice to possible use, within a long-term incentive plan, of instruments linked to shares (see paragraph 6.8).
30 Without prejudice to the peculiarities of the Bank of Italy's Supervisory Provisions.
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remuneratfion is understood as the collection of elements referred to in point 2) of paragraph 5.2, as

well as the non-recurring component of remuneration referred to in paragraph 5.3.
The upper limit of the variable/ fixed component ratio of Group Staff is:

- 2:1 for specific figures deemed to be strategic and selected from top identified staff and
Finance, Corporate, Investment Banking and Private Banking staff, as resolved by the
Ordinary Shareholder's Meeting held on 7th April 2018 (see infra);

— 1/3 for all staff belonging to internal control functions3!, in compliance with Bank of Italy
Supervisory Provisions;

— 1:1 for all staff not included in aforementioned categories.

With reference to profiles required by legislation and Bylaws, the Ordinary Shareholder's Meeting held
on 7th April 2018 approved a raise in the upper limit for general criteria (1:1) of up to 2:1 (as permitted
by the Bank of Italy) for specific figures as listed in the previous paragraph. The proposal submitted
to said Shareholder's Meeting was grounded in the need to use all management drivers to attract
and maintain professional persons with skills suited to company requirements, for enhanced
competitiveness and good governance. To this effect and also taking into account that major
competitors of the Group had already approved a ratio upper limit increase to 2:1 for variable to
fixed remuneration, adjustment to market practice enables the Group to bolster its remuneration
driver on total compensation. Given that conditions for increase remain unchanged, reference staff
and the upper ratio limit between variable and fixed component of remuneration as resolved by the
Ordinary Shareholder's Meeting held on 7th April 2018, in compliance with Bank of Italy Supervisory

Resolutions, it is not required that said topic is once more submitted to the Meeting for resolution.

6.2 Determination of the bonus pool
The Group's bonus pool 32 constitutes part of the consolidated staff costs, approved by the Parent

Company's Board of Directors at the end of the Group's budgeting process.

The annual amount of the above-mentioned Group bonus pool, with regard to the cited process,
only in the event that the budget envisages a profit33 may not exceed the threshold of 20% of the

profit from current operating activities before tax (net of non-recurring items)34 consolidated under

31 The scope of application of said limit was adjusted based on Bank of Italy Supervisory Provisions (see Definitions, internal
control functions).

32 Excluding financial agents, insurance agents and financial advisers authorised for door-to-door sales, for whom a
dedicated bonus pool may be envisaged, approved by the Chief Executive Officer of the Parent Company.

33 Profit from current operating activities before tax (net of non-recurring items).

34 Profit from current operating activities before tax (net of non-recurring items), calculated without taking account of the
amount of that bonus pool.
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the financial year's budget; it is fixed also taking info account the Group's capitalisation and liquidity

objectives.

6.3 Connection to results

The award of the incentive takes info account the profitability, the levels of capital resources and
the necessary liquidity (hereinafter entry gates), is parameterised to performance indicators
measured net of risks (hereinafter the financial and non-financial adjustment factor), considers the
quality of the performance achieved and is implemented in accordance with the guidance issued

from time to time by the Supervisory Authority.

In accordance with the Risk Appetite Framework approved by the Parent Company’s Board of
Directors, the award of the incentive is subject, for both identified staff (without prejudice, with
reference fo the profitability indicator, the identified staff of the functions with confrol tasks, whose
incentive is therefore not subject to this condition in order to avoid, as required by the Supervisory
Provisions of the Bank of Italy, that the same is connected to economic results), and other staff, to

indicators and relative values for comparison:

- consolidated capital adequacy indicator: Common Equity Tierl (CET1) ratio “phased-in”,
greater than Risk Trigger3s threshold defined in the Risk Appetite Frameworks3¢;

- consolidated liguidity adequacy indicator: Regulatory Liquidity Coverage Ratio (LCR),
higher than the Risk Trigger3 threshold defined in the scope of the Risk Appetite
Framework3¢;

- consolidated profitability indicator: profit from current operating activities before tax (net of

non-recurring itfems), greater than zero.

Furthermore, in addition to conditfions listed in the previous paragraph, for subsidiary Italian Banks?7,
the awarding of the incentive is subject to the indicator and relative comparative value, both for

identified staff not belonging fo the functions with control tasks and all remaining staff:

- company profitability indicator: profit from current operating activities before tax (net of
non-recurring items), greater than zero.

The table summarises the entry conditions to the economic resources of the short-term incentive plan.

35 Risk Trigger threshold means the lower point of the Risk Appetite objective areq, in line with the RAF framework.
3¢ Value envisaged on 31/12 of the financial year.
37 Banca Akros and Aletti & C. Banca d’Investimento Mobiliare (see Definitions).
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Indicator Comparison value Valid for It applies to38

CET1 ratio “phased-in” > Risk Trigger threshold defined in

Group - identified staff

-consolidated level- the scope of the RAF companies - other staff
LCR regulato > Ri i : i

9 ry Tthsk TrlggefrTLhreRszild defined in Group . identified staff
~consolidated level- © scope ofthe companies - other staff
Profit from current
operating activities before - identifies ' staff
tax (net of non-recurring| >0 Group POT b.elongmg"ro
items) companies unctfion  with

conftrol tasks

-consolidated level- - ofher staff

Profit from current

operating activities before - identifies _ staff
tax (net of non-recurring| >0 ltalian subsidiary not belonging to
items) banks function with

conftrol tasks
- ofher staff

-company level-

6.4 Adjustment factor
Following verification of the entry gates’?, but before potential payment, the amount of the

economic resources of the shorf-term incentive plan4 actually available is determined based on
profit achieved (financial adjustment factor) as well as qualitative indicators of a non-financial

nature (non-financial adjustment factor), in line with the Group risk appetite framework.

6.4.1 Financial adjustment factor

Specifically, for economic resources of the short-term incentive plan, an adjustment factor, the size
of which is proportional to the consolidated value of the Return on Risk Adjusted Capital (RORAC)
profitability indicator obtained at the end of the financial year in comparison with the relevant Risk
Trigger and Risk Appetite thresholds defined in the scope of the Risk Appetite Framework for the

financial year in question, is applied to the bonus pool as illustrated below4!.

The application of the financial factor to economic resources of the short-term incentive plan

defined in the budget for the year (without prejudice to the portion awarded to identified staff of

38 They do not apply to collaborators attributable to the categories of financial advisers authorised for door-to-door sales
and financial agents, for which reference is made to paragraph 5.3.

3% See paragraph 6.3.

40 Excluding any economic resources for incentive purposes dedicated to financial agents, insurance agents and financial
advisers authorised for door-to-door sales.

41 Both the final balance value and the comparison thresholds are determined as a relationship between the financial year's
results, represented by the net result of 31/12 calculated excluding non-recurring items and without considering the
amount of the bonus pool, and the end of year capital requirement as a percentage of activities considered for risk (RWA
- Risk Weighted Assets), in line with Minimum Capital Requirement OCR (TSCR + CCB) provided for the year, as per SREP
decision.
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functions with control duties, therefore those for which the following does no apply, in order to avoid
the incentive from being linked to economic profit) may result in their reduction (up to zero) or
increase, in the latter case subject to approval by the Parent Company Board of Directors, which

also determines the exact figure, specifically:

— in the case of a result equal to or lower than the Risk Trigger threshold, economic resources
are set to zero;

— in the presence of a result higher than the Risk Trigger threshold but lower than the midpoint
between the Risk Trigger and Risk Appetite thresholds (hereafter midpoint), the Parent
Company's Board of Directors has the authority to decide the potential availability of
economic resources up to a maximum of 50% of budget value; the potential payments will
not be able to relate to identified staff;

— in the case of a result at least equal to the midpoint but no higher than the Risk Appetite
threshold, the value of financial resources envisaged in the budget is automatically reduced
by applying the percentage given by the relationship between the midpoint result and the
Risk Appetite threshold;

— in the presence of a result higher than the Risk Appetite threshold, any increase of the
financial resources up to the expected cap of 110% of their value in the budget is subject to
a decision by the Parent Company’s Board of Directors, which also determines the exact
measurement in relation to and within the limit of the relafionship between the result

achieved and the Risk Appetite threshold.

The factors to apply to the financial resources of the short-term incentive plan are shown in the table

below.

35
BANCO BPM BANKING GROUP



Financial adjustment factor to multiply by the financial

RORA hi R
ORAC achieved (R) resources of the short-term incentive plan42

R < RORAC Risk Trigger 0%

The Parent Company’s Board of Directors has the
authority to decide the payment until a maximum
RORAC Risk Trigger < R < midpoint43 amount equal to 50% of the financial resources
envisaged in the budget. Eventual payment cannot
concern the identified staff.

% data by the ratio: RORAC achieved / RORAC Risk

idpoint4 < R < RORAC Risk A tit
midpoint$ < R < isk Appetite Appetite.

Percentage determined by the Parent Company’s
Board of Directors in relation to and within the ratio
RORAC achieved / RORAC Risk Appetite, with a fixed
cap of 110%.

R > RORAC Risk Appetite

In the event of a consolidated accounting loss for the year, a reduction mechanism is applied which
acts, in advance of the application of the financial adjustment factor, on the economic resources
provided in the operating budget for the short-term incentive plan, without prejudice to the portion
destined for the identified staff of the functions belonging to confrol tasks, to whom the forecast
therefore does not apply. Specifically, in the presence of the positive verification of the entry gates
to the short-term incentive plan and, at the same time, of a consolidated accounting loss for the
year, the budgeted economic resources relating to said plan decreased by the amount of the loss
until a reduction maximum of 20% of the above-mentioned resources In this circumstance, the
possibility that the subsequent application of the financial adjustment factor determines the increase

in economic resources is precluded.

In the event of a change in the financial resources of the short-term incentive plan or the reduction
applied in the event of a consolidated loss for the year, the same change is also applied to the
relative portions assigned to identified staff that do not belong to the functions with control tasks,
determined by the amount of potentially accruable incentives; the portion of the financial resources
of the short-term incentive plan of identified staff belonging to the functions with control tasks remains
unchanged in virtue of the effect of the financial adjustment factor or the reduction applied in the

event of a consolidated loss for the year.

42 The factor does not affect the portion of the financial resources of the incentive system assigned to identified staff tasked
with auditing.
43 Midpoint between the Risk Trigger and Risk Appetite thresholds.
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6.4.2 Non-financial adjustment factor

The financial resources of the short-term incentive plan are also subjected to the application of a
non-financial adjustment factor according to methods described here below; said figure is
calculated in relation to the values of the consolidated ECAP Reputational Risk and Antfi Money
Laundering (AML) indicators at the end of year, in relation to the relative Alert limits defined in the

context of the Risk Appetite Framework for that year.

The ECAP Reputational Risk indicator represents the total economic capital against the reputational
risk estimated through an internal model. The state of the Group's reputation is monitored through
collection and analysis of indicators, both of a quantitative and qualitative nature, that may
influence, on the basis of their characteristics, the Group’s reputatfion in regard to the main
stakeholders (customers, shareholders, market counter parties, regulators, employees, and the
financial community) employing reporting and forecasting, and considering stress conditions. The
indicators selected, pertaining to macro-areas of market risk, litigation/sanctioning, IT services,
corporate social responsibility, regulatory affairs are both internal, i.e. derived from company
processes, and external to the Group, i.e. derived from market data, and are systematically
measured quantitatively and, where not possible, qualitatively. In order to detect the Group's
reputation expressed on the platforms widespread on the internet (eg Twitter, Facebook, blogs, news
agencies, etc.), the internal model has been integrated with a further measure relating to sentiment
present in the social-media sphere. Appropriate engines, based on machine learning fechniques
and fools and artificial intelligence, monitor the discussions widespread on the main social platforms,
assess the relevance and significance of the opinions expressed, associate the messages to the
affected stakeholders and measure the sentiment expressed tfowards the Group; this sentiment,
suitably classified, is considered to infegrate the reputational measure obtained with fraditional

models.

The AML indicator represents the ratio between the total number of customers at high risk (maximum
classification in the context of the internal Anfi-recycling model for the management of money-

laundering risk) and the total number of customers.

Application of the non-financial factor may result in the contraction of economic resources of the
short-term incentive plan for all Staff, including identified staff with control tasks; therefore, it bears

on:

- the economic resources of identified staff which do not belong to functions with control tasks,
determined following the application of the financial adjustment factor to total potentially
accruable incentives;

— the economic resources of identified staff with control tasks, determined by total accruable

incentives;
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— the economic resources of remaining staff, determined following the application of the
financial adjustment factor.

More specifically:

in the case of aresult equal to or greater4 than the Alert limit of both the ECAP Reputational

Risk and AML indicators, the value of the financial resources is automatically reduced by 20%;

in the case of a result equal to or greater than the Alert limit of only one of the indicators,
ECAP Reputational Risk or AML, the value of the financial resources is automatically reduced
by 10%;

— in the remaining cases, the financial resources are not reduced.

The factors to apply to the financial resources of the short-term incentive plan based on the result (R)

are shown in the table below.

ECAP Reputational Risk

R < Alert R = Alert
R < Alert no reduction -10%
AML
R = Alert -10% -20%

6.4.3 Equalisation mechanism

If the financial resources of the short-term incentive plan, following application of the financial and
non-financial adjustment factors, are insufficient to cover the total amount of bonuses calculated on
the basis of performance achieved, an equalisation mechanism will be applied. This consists of the
proportional reduction of individual incentives. With specific reference to identified staff, said
reduction will be applied using the same percentage as the individual bonuses in relation to category

(i.e. whether or not belonging to the function with control tasks).

6.4.4 Limits to distributions - combined capital buffer requirement
According fo the Bank of Italy Supervisory Provisions4, in cases where the combined capital buffer
requirement4, no distribufion is made in relation to Common Equity Tier 147 48 that may result in

lowering the same to a level for which that the same requirement is no longer respected.

“4The greater the value recorded, the greater the risk for the Group.

45 See Circular 285 of 17 December 2013 (and subsequent updates) “Supervisory Provisions for Banks” (First Part, Title Il,
Chapter 1, Section V, paragraph 1 “Restrictions on distributions”).

46 For this definition, please see article 128, point 6 of the Directive 2013/36/EU.

47 For this definition, please see art. 25 of the Regulation (EU) no. 575/2013.

48 The restrictions on distribution provided in this paragraph apply to payments that comprise a reduction in Common Equity
Tier 1 or a reduction of earnings, if the non-payment or suspension of payments does not constitute event of default or a
condition for starting an insolvency procedure pursuant to the regulation of banking crises.
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In case of non-compliance with the combined capital buffer requirement, the variable components
of remuneration may be awarded and/or paid within the limits and under the conditions indicated

in the same Bank of Italy Provisions.

In any event, all decisions regarding dividends and variable remuneration must take into account

the recommendations made by the European Central Bank#.

6.5 Short-term incentive plan

The short-term incentive plan consists of entry gates as described in paragraph 6.3 here above, of
financial and non-financial adjustment factors as described in paragraph 6.4 here above and of
implementations and methods described here below, applied by means of the allocation of
objectives correlated to an annual assessment period. Said elements ensure connection with risks
(including legal and reputational risks), compatibility with levels of Group capital and liquidity,
orientation towards the achievement of results in the medium-long term and compliance with

regulations.

In addition to the evaluation of achieved performance levels in terms of quantitative results, the short-
term incentive plan is also characterised by mechanisms oriented towards the conftrol of different
forms of risks, as well as the compliance of the behaviour of the Staff to the reference regulatory
framework (internal and external), time to time in force, to the respect for customers and maximising

their satisfaction. Said purpose is pursued via joint action mainly of three different elements:

— the use of parameters of a qualitative nature and which impact incentive quantification and
which are expressed with quantitatively measurable criteria used to gauge customer
satisfaction, operative excellence in the service provided, compliance with regulations (by
way of example, but not limited to the results of customer satisfaction surveys, the number of
complaints, adequateness of customer assistance, compliance with legislafion and
regulations, assessment of performance and/or management qualities) therefore, also in
compliance with the legislation on fransparency with specific reference to the branches, the
short-term incentive plan is not based exclusively on commercial objectives;

— with reference to risk containment, the allocation:

— for commercial networks, wherever applicable of the objective pertaining fo the control of
credit risk profiles;

— for identified staff, of risk based or risk adjusted KPI, in line with risks assumed by staff with
reference to responsibilities and activities pursued in respective organisation unit, in the
reference Risk Appetite Framework; in this areaq, particular attention is reserved for the control

of operative risk;

4 See the general recommendation of the European Cenfral Bank of 17 January 2020 on dividend distribution policies and
the recommendations specifically sent to Banco BPM on “Dividend distribution Policy” and “Variable remuneration Policy”,
21January 2020.
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— provision of malus claw-back mechanisms®, which directly affect the incentive and even

setting it to zero, with the purpose of discouraging misconduct.

With particular reference to the matter of tfransparency of banking and financial transactions and

services, within the context of the branches' short-term incentive planst:

- thereis no incentive to place unsuitable products in relation to customers' financial needs;

- thejoint sale of an optional contract and the loan agreement is not encouraged or rewarded
to a greater extent than the sale of the two separate contracts;

- there is no incentive to offer a specific product, or a specific category or combination of
products, when this could result in prejudice for the customer;

- there is no incentive to offer a specific product(s) which entails higher costs than another
product which is also adequate, consistent and useful in relation to the interests, objectives
and characteristics of the customer.

For staff responsible for handling complaints, any incentives take info account, among other things,

the results achieved in the handling of complaints and the quality of customer relations.

Such provisions, adopted and implemented right from the first year of the Group in business, are for
the promotion of a company culture oriented towards fairness in the pursuit of own responsibilities
and activities as well as simultaneous risk management, thus favouring a context of lower potential
impact on operative risks and conduct. They establish focus on operative excellence and on the
service provided, indispensable for satisfying increasingly demanding customer expectations, in

compliance with legislation and regulations.

For risk takers identified on the basis of their responsibilities receiving incentives and for specific staff
of the sales networks2 of the Group the method of performances appraisal is adopted, which
envisages the assignment, when starting the system, of a objectives-card to compare with results
achieved at the end of the year; in the remaining cases, the system is based on managerial appraisal
of the head of the department to which they belong regarding the achievement of the

qualitative/quantitative objectives of the same.

The objectives-card considers a contained number of indicators, in order to focus on the Bank's
priority objectives and to which a percentage weight is attributed to the total and a results curve on

levels of achievement (minimum, target and maximum); the result obtained by each KPI determines

50 See paragraph 6.7.

51 These provisions apply to "relevant persons" as defined in the "Provisions on the fransparency of banking and financial
fransactions and services. Correctness of relationships between intermediaries and customers”, i.e. the staff offering
products to customers, interacting with the latter (6,280 persons on the date of drafting the document, of which 6,070 in
Retail Banking business area and 210 in Investment Banking business area), as well as those to whom this staff responds
hierarchically (1,364 persons on the date of draffing the document of which 1,309 in Retail Banking business area and 55 in
Investment Banking business area). The remuneration policy developed pursuant to the fransparency provisions also relates
to credit intermediaries (57 credit infermediaries) who collaborate with the Banco BPM Group.

52 The list of people to receive MBO is not exhaustive.
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a weighted score to be achieved, on a knowledge curve varying between a minimum and
maximum; the amount of weighted scores obtained corresponds to the performance achieved
which, only if it is at least equal to fixed minimum score, allows for quantification of the incentive

amount; this amount in any case cannot be above a fixed upper limit.

For recipients of objectives-card, the value of the incentive is calculated, in consideration of the
financial resources, with reference to the level of the position, the proximity of the function
concerned to the company’s business operations and the individual's total remuneration with
reference to benchmarks. A percentage will be associated with every cluster, which will increase as
the combination of the position and proximity to the company’s business operations increases; this
percentage, applied to the fixed component of the reference remuneration for the position/office,
will determine the maximum amount within which the potentially accruable incentive can be

defined, considering also the individual’s total remuneration.

6.5.1 Short-term incentive plan for the Parent Company’s Chief Executive Officer

Objectives defined for the Chief Executive Officer for 2020 regard profitability, productivity, quality of
credit and assets, liquidity, capital adequacy and qualitative aspects regarding management
activities, with particular reference also to areas related to the implementation of ESG
(environmental, social, governance) and to operative risk; said objectives also present a
combination of quantitative and qualitative criteria, referred to the Group's results. Quantitative
objectives are taken from the Risk Appetite Framework approved by the Parent Company's Board
of Directors for the year, they are calculated according to the RAF methodology and envisage
achievement levels related to the thresholds set therein. The risk-adjusted/risk-based indicators
represent a total of 55% of the total. The amount of the incentive associated with 2020 objectives for
the Chief Executive Officer can amount to a maximum of 100% of his gross annual remuneration

(GAR) at the maximum performance in each objective.

As regards the awarding conditions for the variable remuneration, the same provisions, with
reference to this chapter 6, for the identified staff not belonging to the internal control functions are

applicable.
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Area Objective Weight | Minimum Target Maximum
Profitability Consolidated ROTES3 15% -20% Risk Appetite +20%
Profitability Consolidated RORACS3 54 15% -20% Risk Appetite +20%
Productivity Consolidated Cost Income to Ratios3| 10% +3% Risk Appetite -3%
lit f it
Qullity - of - credi Credit Policies Indicator (%)33 10% +5% 2019 + buffer -5%
and assets
L Consolidated Liquidity Coverage . .
(o) - o + o
Liguidity Ratio (LCR)53 54 20% 15% Risk Appetite 5%
. Maximum  Distributable  Amount . .
(o) - o + o
Capital adequacy (MDA) bufferss 54 20% 5% Risk Appetite 5%
Qualitative  assessment  of Chief
Executive  Officer management
- activities, related, in addition to the
Qualitative . . - .
. economic results achieved, to the in line with
aspects regarding | . . . above the
) implementation of the business plan, | 10% the . excellent
managerial . . . expectation
. with particular reference also to expectation
activity . .
areas related to the implementation
of ESG (environmental, social,
governance) and operative risk

6.6 Payment of incentive

The methods for payment of incenfives to the Group's staff are described in the following

paragraphs.

6.6.1 Payment of incentive of other staff

The incentive for other staff is paid in cash and on a one-time basis, by the month of July of the year

following the relevant year.

The incentive determined on the basis of performance achieved will not apply in cases of termination
of employment (unless with prior consent from the Parent Company, for specific provisions contained
in individual or collective contracts, in corporate agreements, that is, for a unilateral corporate
initiafive, with a case-by-case evaluation necessary according to the time when the termination fook

place).

6.6.2 Payment of incentive of identified staff
The incentive of risk takers® identified in the year is divided into an up-front portion and deferred

portions.

The up-front portion, to be awarded within the month of July of the year after accrual, irrespective

of the beneficiary, is as follows:

53 Calculated according to the RAF methodology.

54 Risk-based objective.

55 With the exception of employees of the Group who hold office in the Board of Directors of subsidiary companies in
representation of the Group itself, the employee does not receive any fixed or variable remuneration for this office.
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- 60% of awarded incentive, if lower than 430,000 euro;
- 40% of awarded incentive, if equal to or greater than 430,000 euro.
For the Group, the value 430,000 euro is a particularly high variable remuneration level, determined

according to criteria set forth in Bank of Italy Supervisory Provisions>s.
50% of the up-front incentive portion is awarded in the form of Banco BPM ordinary shares.
Ofther deferred portions consist of:

- five annual portions of equal amount deferred over the five year period following the year in
which the up-front portion is vested, to be paid within the month of July each year, consisting
of 55% Banco BPM ordinary shares for the senior identified staff, irespective of the amount of
the awarded incentive, and for identified staff reporting directly to the Chief Executive Officer
of Italian subsidiary banks, in the event the awarded incentive is equal to or greater than
430,000 euro;

- three annual portions of equal amount, deferred over the three years after the year in which
the up-front portion is vested and to be awarded within the month of July each year, consisting
of 50% Banco BPM ordinary shares for identified staff not belonging to aforementioned

categories.

There is a retention period (selling restriction) on the shares vested of one year both for the up-front
shares and for deferred shares; for the latter, the retention period starts from the moment in which
the deferred remuneration is vested. The vesting of the share portions takes place at the same time
as the respective cash portions, while actual transfer of ownership takes place at the end of the

retention period.

The shares, either as up-front or deferred portions, will be subject to taxation at the end of the
retention period, taking into account the so-called normal value, corresponding fo the arithmetic
mean of official prices revealed thirty calendar days before the date on which the portions will be

made available through transfer into the beneficiary’s portfolio.

Any rights and/or dividends are only vested at the end of the retention period, that is with reference
to the period following the transfer to the recipient’s securities portfolio. In the case of extraordinary
capital operations which provide for the exercising of an opftion right, the Board of Directors of the
Parent Company may assess the resulting adjustments to any share portions that have vested but

are not yet available to the beneficiaries.

56 See, First Part, Title IV, Chapter 2, Section lll, Paragraph 2. As allowed by the same Provisions, the value provided in the 2019
Policy is confirmed.
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Table contain breakdowns and amounts of bonus portions awarded, in relation to the year in which
they come into the beneficiary’s effective possession.

l Senior identified staff, in the case of an awarded incentive not of a particularly high amount

Bonus awarding

\%
2020 2021 2022

1year
Up-front shares -
30% 0%
etent
—— - ﬁnlpn.-----------,
3 1" deferred shares | __: 1*' deferred shares 1
4,40% 1 4,40% ]
oD ecooonm
1% deferred cash
0%
. nd
Accrual period Zgtsierecessy 39 deferred shares
80 4,40% )

,40%
i ETE Y. N ——
dele"‘;;l cash 4" deferred shares 1
o 4,40% 4,40% |

2023 2024 2025 2026 2027

r rejention

1
ARCEEECECIE] | 1 2™ deferred shares ]

ClPAlOR m ey
5™ deferred shares 1§ &" deferred shares 1
4,40% i 4,40%
Emmemmdecamaaad
deferred cash
Actual payout 30% 33,6% 8% 8% 8% 8% 44%

Senior identified staff or belonging to who reports directly to the Italian subsidiary banks’ CEO, in the case of awarded incentive of a particularly high amount

\

2020 2021 2022

1 year
Up-front shares -
20%
SO
Up-front cash m f,%nms.----------.
2 GCCETERICER] | | 1 deferred shares
6,60%

2023 2024 2025

2026 2027

Up-front shares
20%

.
! defe;roe; CTED 2" deferred shares i
6,60% 0%
: deferred cash S
Accrual period e SEEEEEEITE | 1 3¢ deferred shares
6,60%

7Y LITeT P ——
4" deferred shares MG G R
6,60% 1 6,60%

e ————

e Y ——
ese;';? cas: 5™ deferred shares _} 8" defered shares
a0z 6,60% 1 6,60%

deferred cash
0%

5,40%
Actual payout 20% 25,40% 12% 12% 12% 12% 6,60%
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Identified staff belonging to who reports directly to the Italian subsidiary banks’ CEO and other identified staff, in the case of
awarded incentive not of a particularly high amount

| Bonus awarding

\2

2020

2021

2023

2024

2025

Accrual period

Up-front cash
30%

1 year te
Up-front shares -
30%

1* deferred shares [l

6,67%

1% deferred cash
6,67%

2" deferred shares Il

6,67%

2" deferred cash
6,67%

(=
1 vear
3 deferred shares M
6,66%
L

3 deferred cash
6,66%

T

I 39 deferred shares
1 6,66%

Actual payout 30% 36,67% 13.34% 13,33% 6,66%
Other identified staff, in the case of an awarded incentive of a particularly high amount
| Bonus awarding |
\
2020 2021 2022 2023 2024 2025
1 year e’lre_ni_io_n ___________ .
Up-front shares - __: Up-front shares 1
20% i 20% ]
Up-front cash o = T
20% 1" deferred shares . 1* deferred shares
10%
1 vearretention __________
Accrual period _ A s
10%
-------------- (o CI0111T | .

2" deferred cash
10%

3 deferred shares

10%

3 deferred cash
10%

1
I 39 deferred shares ]
H 10% ]

Actual payout

20%

30%

20%

20%

10%

Both up-front and deferred portions are subject to malus and claw-back provisions, according to

that stated in paragraph 6.7 below, and do not correspond to cases of termination of confract or

employment (apart from, prior to following agreement from the Parent Company for specific

provisions contained in individual or collective contracts, in corporate agreements, that is by a

unilateral corporate action, without however the necessary case by case evaluation, according fo

the time that the termination takes place).

In accordance with the national bank procedures and with respect to the spirit of the current

provisions, in cases where the awarded incentive is lower than or equal to the materiality threshold

of 50,000 euro and, at the same time, lower than or equal to a third of the fixed component of the

individual remuneration, this would be paid in cash and on a one-time basis. This provision does not

apply to top identified staff (including senior identified staff), and those whose®” variable to fixed

57 Ex anfe.
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remunerafion ratio’® exceeds 100%, to whom the regulatfion is always fully applied in terms of

deferment and allocation of shares.

6.7. Malus and claw-back provisions
Payments of variable remuneration components are subject to the ex post correction system (so-

called malus) described below:

1. the vesting of each deferred portion of the incentive is subject to total compliance with the
consolidated entry gates and the relative threshold comparison values provided by the short-
term incentive plan of the year preceding the year of the share’s vesting, in consideration of
the Staff category belonging to the same year; this ex post correction system is, therefore, a
provision that operates in the deferral period, before the effective vesting of deferred incentive
porfions.

The provision described in this point is applied to deferred incentive portions relating to the

former Banco Popolare and Bipiemme banking groups, accrued in 2014, 2015 and 2016;

2. with reference to identified staff and all other staff, in the event of ascertained misconduct
during the year, the Parent Company Board of Directors, for persons directly appointed by it,
or the Chief Executive Officer of the Parent Company (or their proxy) for remaining persons,
assesses the measure of the provision to be adopted (which can act in reduction or zeroing)
with reference to the incentive and company bonus for the year, deferred portions of
incentives for previous year accruable in the year at hand and any retention bonuses.

Misconduct is defined as follows:

— provision of suspension from office and from payment of remuneration starting from one
day. Determines exclusion of cited percentages of variable remuneration components;

— conduct which does not comply with legal, regulatory or by-law provisions or with codes
of ethics or conduct applicable to the bank, leading to a significant loss for the company
or the Group or for customers;

— breaches® of the requirements stated pursuant to article 26 or, when the entity is an
interested party, pursuant to article 53 of the Consolidated Bank Law;

— violation of the obligation not to use personal hedging strategies or insurances on
remuneration to undermine the risk alignment effects embedded in the remuneration
arrangements;

— fraudulent or grossly negligent conduct causing damage to a company or the Group;

— behaviors that have determined or contributed to determining significant damage for

customers or a significant violation of the discipline contained in Title VI of the Consolidated

58 See Paragraph 6.1 “Relationship between variable and fixed components of remuneration”.
5% For example in cases of breaches of professionalism, integrity and independence requirements.
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Banking Law, of the relative implementation provisions or of ethical codes or of conduct

for the protection of customers applicable to the infermediary.

In the event of misconduct as described in point 2 here above, the Parent Company Board of
Directors, for persons directly appointed by it, or the Chief Executive Officer of the Parent Company
(or their proxy), for remaining persons, also reserve the right to activate mechanisms for the return of
previously accrued amounts or portions thereof, of the company bonus and retention bonus (claw-

back clause), from the moment of accrual up to and including the successive five years.

With reference to the Group’s Staff, the Parent Company’s Human Resources function, with the help
of appropriate corporate functions, annually verifies the potential existence of conditions apt for
determining the non-awarding or non-vesting or return of already vested and/or paid amounts and
evaluates cases to submit to the possible decision of the Parent Company's Board of Directors, for
persons directly appointed by said Body, or to the Chief Executive Officer of the Parent Company

(or their proxy), in the case of remaining persons.

The company has the right to pay amounts that are objects of reclaim with those potentially due in
any capacity to the entity concerned and in this case the payment will take place, following a
decision made by the Parent Company's Board of Directors, for directly appointed persons, or the
Chief Executive Officer (or his proxy) for remaining persons, from the moment of the company
notifying the entity concerned of the compensatory power, notwithstanding any other action

provided for by law to be applied by the company.

6.8 Long-term incentive plan
Starting from 2020, a long-term incentive plan (LTI) will be activated, subject to the necessary

company assessments, which will have a duration consistent with that of the new business plan.

This system intends to give a concrete signal of enhancement of the corporate culture aimed at
aligning the interest of the staff with the long-term interest of the shareholders, by giving the
recipients, at maturity, an incentive related to the appreciation of the Banco BPM share during the
plan, if the Group has achieved positive performances. In any case, the system will be consistent with
the reference framework for determining risk appetite, with governance and risk management
policies and with the aim of pursuing sound remuneration policies; it will be related to financial and

non-financial indicators, within which the pursuit of ESG objectives will become relevant.

The system, which could include the use of leveraged financial instruments having the Banco BPM
share as underlying, will be represented in its details on the occasion of a Shareholders' Meeting, that

will be called to express itself on the matter.
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6.9 Amounts for early termination of employment

The Ordinary Shareholder's Meeting of the Parent Company approves criteria for determining any
amount to be agreed in case of early termination of employment, for all staff, including any limits set
for said amount in terms of fixed remuneration annuity.

Said criteria and limits are applied to all Group companies; these are approved by the Shareholders’

Meeting of each subsidiary bank.

As provided for by Bank of Italy Supervisory Provisions agreements stipulated for early termination of
employment do not include amounts determined by a court and arbitrary judgement, severance
pay established by general employment contract legislation and indemnity for lack of nofice. In the
latter two cases, this holds true when the amount is due and determined according to limits
established by legislationso.

The golden parachute is any agreement pertaining to identified staff.

Amounts for early termination of employment can be awarded up to a maximum limit of 24 months
of fixed remuneration (excluding indemnity for lack of notice, determined by legislative provisions)

and for up to a maximum value of 2.4 million (employee gross amount).

Subject to approval of criteria for determining remuneration to be awarded in case of early
termination of employment by the Ordinary Shareholder's Meeting, including limits established to this
effect, in ferms of fixed remuneration annuity, the Parent Company has the unilateral right to establish
agreements of this nature, in compliance with the following and current legislation in force from time

to time.

The award process requires that the Parent Company Human Resources function submits a report
which:
— for persons directly appointed by the Parent Company Board of Directors, to the
Remuneration Committee which in furn draws up the proposal for submission to the Board
(with reference to internal control functions, said report is also assessed by the Internal Control
and Risks Committees and by the Statutory Board of Auditors);

— forremaining persons, to the Chief Executive Officer (or their proxy).

For identified staff and all other employees, the awarding occurs at the time of termination in
accordance with specifications here below, without prejudice to Bank of Italy Supervisory

Provisionss!.

¢ Said items do not constitute variable remuneration and are not subject to criteria and limits established by the Meeting.
¢! See Section lll, paragraphs 2.2.2 and 2.2.3.

48
BANCO BPM BANKING GROUP



The awarding of amounts for early termination of employment is subject to the ascertainment of
condifions, with reference to the previous year and pertaining to the capital adequacy indicator at
a consolidated level Common Equity Tierl (CET1) ratio “phased-in" and the liquidity adequacy
indicator at a consolidated level Liquidity Coverage Ratio (LCR) regulatory:

— inthe presence of the profit in both indicators CET1 ratio and LCR regulatory greater than the
relative Risk Tolerance thresholds2 defined in the Risk Appetite Framework, the amount can
be awarded;

— if the result of one of the indicators CET1 ratio or LCR regulatory is lower than the midpoint
between relative Risk Capacity and Risk Tolerance thresholdsé2 (midpoint), it will not be
possible fo proceed with the award or issuing of amounts for early termination of
employment;

— inremaining cases, if the result of one or both indicators CET1 ratio and LCR regulatory is lower
or equal to the relative Risk Tolerance threshold¢?, but equal fo or higher than the midpointss,
the Parent Company Board of Directors is required to decide on the availability of economic

resources for the awarding of amounts for early termination of employment.

The table summarises conditions for the award of amounts for early termination of employment in

relatfion to the results (R) achieved.

LCR regulatory
Consolidated Midpointé4 < R < Risk
. e ! R > Risk Tolerance 1apol ! R < Midpointé4
indicators Tolerance
The Parent Company
BoD decid th
R > Risk Tolerance Proceed with reward. © . ec! es. ..eNo award.
potential  availability!
= of economic
:g resources
9 The Parent Company[The Parent company
g Midpointé4 < R < RiskBoD decides thelBoD decides the
[o . - . . ... [Noaward.
: Tolerance potential availability ofjpotential  availability
:-g economic resources. |of economic
- resources
o
(§)
R < Midpointé4 No award. No award. No award.

62 Risk Tolerance threshold means the lower point of the tolerance areq, in line with the RAF framework.
6 Without prejudice, in the case of CET1 ratio, to provisions for combined capital buffer requirement (see paragraph 6.4.4).
64 Midpoint between Risk Capacity and Risk Tolerance.
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The amount is determined by considering all elements deemed relevant and in any case:

- the positive results achieved over fime;

- circumstances which led to termination, taking into account company interest, also with the
purpose of avoiding the threat of legal proceedings;

- roles covered and/or offices held during employment, also in terms of risks assumed by the
person;

- duration of employment and role;

- savings as a result of early termination of employment.

The ascertainment of any fraudulent conduct or gross negligence in the three calendar years prior
to termination (assessment of the significance of such offences is carried out by the Parent
Company's Board of Directors in the case of directly appointed persons, or by the Chief Executive
Officer of the Parent Company for all remaining persons) precludes the payment of any amounts for
indemnity for early termination of employment. The Parent Company's Board of Directors, for persons
directly appointed by it, or the Chief Executive Officer of the Parent Company, for all remaining
persons, reserve the right to also assess any further misconducté> ascertained during the three

calendar years prior to termination.

The amount awarded to identified staff is calculated within the upper limit of the variable component
to fixed component ratio with reference to the last year of employment, without prejudice to Bank

of Italyss Supervisory Provisions.

Bank of Italy Supervisory Provisions also provide a predefined formula, confained in the bank's

remuneration policy and which defines the amount to be awarded for early termination of

employment, within the context of an agreement between the bank and employees, at any stage

of legal proceedings, for the resolution of a current or potential dispute. As provided for by Bank of

Italy Supervisory Provisions, if defined by means of the application of said formula, the amount is not

included in the calculation of the aforementioned upper limit of the variable/fixed ratio.

The formula adopted by Banco BPM with reference to identified staff requires the amount to be

determined based on the following:

- for top identified staff: 24 months of fixed remuneration;

- for other identified staff with more than 10 years of seniority at the Group: 24 months of fixed
remuneration;

- for other identified staff not included under previous points: 18 months of fixed remuneration.

Any reductions applied to amounts described in points here above consist of the following:

65 See paragraph 6.7.
¢ See Section lll, paragraphs 2.2.2 and 2.2.3.
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sefting to zero, upon ascertainment of fraudulent conduct or gross negligence in the three
calendar years prior to termination. The seriousness of such conduct is assessed by the Parent
Company Board of Directors, for persons directly appointed by it, or by the Chief Executive
Officer of the Parent Company (or their proxy), for remaining persons;

reduction of 12 months of fixed remuneration in the event of failure to achieve individual
performance in at least one of the two calendar years preceding termination;

50% reduction if the employee has been operating in the Group for less than three calendar
years at the moment of termination, or otherwise, a 25% reduction if at the moment of

termination$’” he/she has covered his/her current position for less than two calendar years.

Irespective of the method used to define the amount, payment thereof occurs according to the

same methods provided for by the short-term incentive plan, defined in remuneration policies in

force on the date of termination, with reference to the last position for which payment of the amount

was assessed, without prejudice to specific conditions provided for in Supervisory Provisionsé8 of the

Bank of Italy. Therefore, issuing occurs as follows:

for remaining staff, in cash and on a one-time basis;

for identified staff (golden parachute):

- in an up-front portion, amounting to 60% in the event the amount is lower than the
particularly high amount established in remunerationé? policies in force on the award date,
or 40% under all other circumstances;

- in five equal annual deferred portions, for senior identified staff, irespective of the amount
awarded, and for identified staff who report directly to the Chief Executive Officer of
subsidiary Italian banks, in the event the awarded amount is equal or greater than the
particularly high amount established in remuneration policies in force on the award date,
or in three deferred portions in all remaining circumstances;

- the up-front portion is vested at the fermination of employment, within the fime limits
envisaged by individual agreements; deferred portions are vested annually, the first
becoming effective at least twelve months from the payment date of the up-front portion,
and subsequent payments at an equal amount of fime from the allocation of the previous
amount;

- with reference to the up-front portion, amounting to 50% in cash and 50% in Banco BPM
ordinary shares;

- with reference to each deferred portion the part in Banco BPM ordinary shares amounts to
55% in the event deferment is spread over five years, or 50% in remaining cases;

- there is a retention period (sale restriction) on vested shares of one year. For deferred

portions, the retention period starts from the moment deferred remuneration is vested. The

67 Also applies to any similar roles (by way of example, change of position in the first line of management).
¢¢ See Section lll, paragraphs 2.2.2 and 2.2.3.
¢ See paragraph 6.6.2
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vesting of the share portions takes place at the same time as the respective cash portions,
while actual transfer of ownership takes place at the end of the retention period. The
carrying-book value of the allocated shares, both of up-front and deferred portions, is equal
fo the so-called "normal value”, corresponding to the arithmetic mean of official prices
revealed in the thirty calendar days preceding the date on which each share became
available through their transfer to the recipient’s portfolio. Any rights and/or dividends are
only vested with reference to the period following the fransfer to the recipient’s securities
portfolio;
both for identified staff and remaining staff, only in the absence of ascertained fraudulent
conduct or gross negligence committed by the terminated person. The ascertainment of such
conduct, the assessment of the significance thereof is the remit of the Parent Company's Board
of Directors, in the case of directly appointed persons, of the Chief Executive Officer of the
Parent Company for remaining persons, determines the zeroing of portions which have not yet
been paid (malus) and the return of previously paid ones (claw-back). This assessment takes

info account a five years period starting from initial accrual.

With specific reference to any non-competition clauses or notice period extension clauses in

employment contracts of identified staff as well as of remaining staff, the following provisions apply?0,

without prejudice to specific conditions set forth by Bank of Italy Supervisory Provisions’!:

the award process is the same as the one established for amounts for early termination of
employment;

monthly payment is subject to ascertainment of capital and liquidity adequacy conditions in
force for early termination of employment amounts, as described in this paragraph;

payment is also subject to the absence of fraudulent conduct or gross negligence. The
seriousness of such conduct is assessed by the Parent Company Board of Directors, for persons
directly appointed by said body, or by the Chief Executive Office of the Parent company (or
their proxy), for remaining persons (malus). Under such circumstances, amount restrictions may
also be considered (claw-back). Both malus and claw-back act on the payment of amounts
with reference to the year in which ascertainment occurs; claw-back may be exercised as of
issuing and for the next five years;

the annual amount issued to a person identified as belonging to the identified staff category is
calculated within the upper limit of the variable/fixed remuneration ratio for each year;
should the total amount awarded during the year to a person identified as identified staff be
higher than the materiality threshold?2, it will be issued up to the equivalent amount of the up-

front quota in cash for the full amount of awarded variable remuneration?s.

70|n force since 2019.

71 See Section lll, paragraphs 2.2.2 and 2.2.3.

72 See paragraph 6.6.2

73 Incentive, company bonus, long-term incentive (the latter when and if awarded).
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