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INTESA SANPAOLO BANK IRELAND plc

Directors’ report

Financial Statements

The directors present their annual report, together with the audited financial statements for the
year ended 31 December 2022.

Principal Activities

INTESA SANPAOLO BANK IRELAND plc (the “Company”) was granted a banking licence in
October 1998 by the Central Bank of Ireland under section 9 of the Irish Central Bank Act 1971
and is engaged in wholesale banking business.

The Company’s principal areas of business include international lending fo corporate clients and
financial institutions mainly in Europe both on a bilateral and syndicated basis; the management
of a portfolio of securities held for liquidity purposes; treasury activities; infra-group lending and
issuance of guarantees and fransaction services.

Review of Results and Development of the Business

The results and financial position of the Company for 2022 are set out on pages 24-28 of the
financial statements. The highlights for the year ended 31 December 2022 were the following:

- Gross interest income increased by 22.5% to €148.9 million mainly due to the prevailing
higher interest rate environment.

- Gross interest expense increased by 26.0% to €127.7 million, mainly due higher cost of
funding as a result of the higher interest rate environment.

- Net interest income increased of 5.0% to €21.1 million even though the net interest margin
decreased to 14.2% (16.6% in 2021).

- Other operating expenses (net fees and commission expenses, dividend and similarincome,
net frading income and foreign exchange loss) aggregated -€2.7 million (€10.3 million other
operating income in 2021), mainly as a result of a foreign exchange loss of €6.2 million, lower
fees and commissions received from lending fransactions and lower realised gains on
FVTOCI securities.

- Impairment charges aggregated €175.3million (€6.8m write-backs in 2021) mainly due to
ECL increases in relation to Russian exposures in the loan portfolio and €17.5 million net write-
downs on loan disposals (nil in 2021).

- Operating expenses increased by 4.3% to €11.6 million, mainly due to a 17.4% increase in
administration expenses to €3.5 million (€3.0 million in 2021). The cost-to-income ratio
(excluding SRF Levy)i stood at 42.5% (24.2% in 2021).

- Loss affer tax aggregated €146.1m(profit after tax of €22.8 million in 2021).
- Total assets increased by 2.5% to €8.78 billion (€8.57 billion in 2021).

- The securities portfolio decreased by 5.7% to €1.97 billion (€2.09 bilion in 2021), remaining
diversified both in terms of asset class and geographical split. All bond holdings confinue to
remain highly liquid securities.

- Totalloans to banks increased by 25.5% to €5.13 billion (€4.09 billion in 2021) mainly as a result
of a 47.9% increase to €4.61 billion in infragroup lending to Intesa Sanpaolo S.p.A (the Parent
Company) on the back of excess liquidity from debt issuance activities (€3.11 billion in 2021).

i Calculated as total Operation Expenses (before SRF Levy) divided by Total Operating Income (before
Impairments)



INTESA SANPAOLO BANK IRELAND plc

Dlrectors report (continued)
Third party customer loans decreased by 27.6% to €1.16 billion (€1.60 billion in 2021) as a
result of scheduled loan repayments / voluntary prepayments and fewer new loan
transactions. The Company remains focussed on the development of selected third-party
corporate relationships, both Irish-domestic and international.

- In terms of liabilities, the Company’s outstanding amounts under issuance programmes
decreased by 5.5% to €4.59 billion (€4.85 billion in 2021): EMTN outstanding's decreased by
9.5% to €834 million (€921 million in 2021) and ECP/CD outstanding decreased by 4.5% to
€3.75 billion (€3.93 billion in 2021). Total deposits from banks doubled to €1.89 billion (€940
million in 2021) mainly as a result of higher intfragroup deposits from the parent company.

- Total shareholders’ equity decreased by 15.3% to €1.02 billion (€1.20 billion in 2021) mainly
due to reduced retained earnings.

The directors have proposed no dividend in respect of the year 2022 (€22 million dividend was
paid in respect of the year 2021).

The principal risks faced by the Company as a result of the normal course of its activities remain:

+ Credit Risk and Counterparty Credit Riski

e Interest Rate and Foreign Exchange Risks (Banking Book)
« Liguidity Risk

*  Operational Risk

These risks are monitored and managed on an on-going basis by the Company, and the risk
management objectives, policies, risk measures and limits of the Company are fully described
in Note 2 to the financial statements.

Future Developments in the Business

The directors intend fo continue the development of the Company’s lending activities on a
selected basis and in line with group policy, maintaining a focus on actively marketing Irish-
domestic corporate clients and international customers operating out of Ireland. In addition,
the Company intends to increase the size of the securities portfolio held for liquidity purposes,
always ensuring a high level of diversification both in terms of issuer type and geographical split.

Risk Management and Control

An analysis of the risks to which the Company is exposed and the management of these is set
out in Notes 2 and 3 to the financial statements.

Regulatory capital ratios remain strong, with a tier 1 capital ratio of 34.75% (2021: 38.58%) and a
total capital ratio of 34.90% as at 31 December 2022 (2021: 38.58%).

Accounting Record

The measures taken by the directors to secure compliance with the Company's obligation to
keep adequate accounting records are the use of appropriate systems and procedures and
employment of competent persons. The books of account are available at the registered office
at 2nd Floor, International House, 3 Harbourmaster Place, IFSC, Dublin 1.

" This includes all related risks including PriciRgsk. Leverage Risk, RWA, ESG... which are reviewsgart of the overall assessment of
credit risk at on-boarding
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INTESA SANPAOLO BANK IRELAND plc

Directors’ report (continued)
Directors

The directors who held office during the year under review were:

Mr. N. Copland

Mr. R.Paolelli

Mr. J. Bowden

Mr. M. Bermingham

Mr. F.Infrozzi

Ms. D. Orlando

Mr. R. Carducci

Ms. M.C. Lege (appointed on 03/11/2022)
Mr. M. Ciampolini (resigned 21/06/2022)

CORPORATE GOVERNANCE STATEMENT

Parent

Intesa Sanpaolo Bank Ireland plc is a public limited liability company and is incorporated and
domiciled in Ireland. The Company is a wholly owned subsidiary of INTESA SANPAOLO S.p.A.
which beneficially holds 100% of the ordinary share capital of the Company. INTESA SANPAOLO
S.p.A.is a public limited company and is incorporated and domiciled in Italy. The consolidated
financial statements for 2022 of INTESA SANPAOLO S.p.A. may be obtained from the group
headquarters based at Piazza San Carlo, 156, 10121 Turin, Italy, or via its website
www.group.infesasanpaolo.com.

Articles of Association

In accordance with its Constitution, the Company may by ordinary resolution appoint any
person to be a director. The powers to appoint directors are subject to the maximum number
of directors permitted and eligibility for appointment, both in accordance with the Constitution.

In accordance with the Constitution, the Directors are authorised to issue shares subject to the
limit of the authorised share capital.

The Constitution may be amended in line with the Companies Acts, e.g. where a special
resolution is required by consent of the holder of at least 75% of the ordinary share capital of the
Company.



INTESA SANPAOLO BANK IRELAND plc

Directors’ report (continued)

Director

The composition of the Board of Directors and sub-committees at year-end:

Mr. N. Copland Independent Non-Executive

Mr. R. Paolelli (Member of Credit Committee) - Executive

Mr. J. Bowden (Member of Risk Committee and Audit Committee) -
Independent Non-Executive

Mr. M. Bermingham (Member of Audit Committee) - Independent Non-Executive

Mr. R. Carducci (Member of Risk Committee) - Non-Executive

Ms. M.C. Lege (Member of Risk Committee) -- Non-Executive

Ms. D. Orlando (Member of Audit Committee) -- Non-Executive

Mr. F. Introzzi - Non-Executive

Interests of Directors and Secretary

The directors and secretary of the Company at 31 December 2022 or at the date of appointment
had no interest in the shares or debentures or loan stock of the Company (2021: nil).

The directors and secretary of the Company at 31 December 2022 or at the date of appointment
had no interest of at least 1% with respect to the shares or debentures or loan stock of the Group
companies (2021: nil).

Shareholders
The Company is controlled by the sole shareholder, INTESA SANPAOLO S.p.A.

Transactions involving Directors

There were no contracts of any significance in relation to the business of the Company in which
the directors had any interest, as defined in the Companies Act, 2014, at any time during the
year ended 31 December 2022.

Directors’ Responsibilities

The directors are responsible for the Company’s system of internal control and for reviewing its
effectiveness. Such a system is designed to manage rather than eliminate the risk of failure to
achieve business objectives and can only provide reasonable and not absolute assurance
against material misstatement or loss.

Corporate Structure

The overview of the Board and Executive Management structure in the chart below as at 31
December 2022 identifies key individuals and committees and their inter-relationship with
business and control units:
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Directors’ report (continued)
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Management Responsibilities

Management at departmental level has primary responsibility for the execution of all internal
controls implemented by the Directors in collaboratfion with the Senior Management of the
Company. They ensure risks relafing to all business processes are identified and mitigated
through adequate control levels defined in departmental policies and procedures. The
mapping of these processes and the identification of associated risks has been performed using
an Italian Law 262-2005 compliant methodology.

Risk Management Framework

The Company has a dedicated Risk Conftrol function responsible for the measurement and
monitoring of financial and market risks. The Risk Control function, through the Chief Risk Officer,
reports to the Risk Committee of the Company, who is responsible for defining and proposing
the risk management framework to the Directors and ensuring its consistency with the framework
laid down by the Group Risk Appetite Framework (“RAF”).

In addition, the confrol and proactive monitoring of internal processes is performed by the
Operational Risk and Compliance functions, which report to the Risk Committee and Audit
Committee on a periodical basis. The Risk and Audit standing Committees, established by the
Board, assist the Directors in fulfilling their responsibilities in the supervision over the financial
reporting process, the auditing process, the existing internal control system, the risk management
reporting and the compliance with laws, regulations, rules and code of conduct of the
Company.
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Directors’ report (continued)

The active involvement of the Managing Director in the Company’s management of risks allows
the Board to continually monitor risks and ensure the adherence on an on-going basis fo the
Company’s strict internal control procedures.

In respect of the financial reporting process, the Company has mapped such process, so that
controls that must be complied with are identified. Some of these confrols are designed fo
ensure that:

« business fransactions are properly authorised, approved and executed within the
transaction limits identified by the Risk Control department and compliant with RAF limits;

« financial reporting is accurate and complies with the financial reporting framework; and
« systems are in place to achieve compliance with regulatory requirements.

Operational Risk

As per the Guidelines for Group Operational Risk Management adopted by the Board of
Directors of the Company on 01st March 2023 and the local Operational Risk policy approved
on 11 March 2022, Operational Risk is defined in the Group as “the risk of loss resulting from
inadequate or failed internal processes, people and systems or from external events.
Operational risk includes legal risk but does not include strategic or reputational risk” in line with
the “Principles for the Sound Management of Operational Risk” of the Basel Committee on
Banking Supervision.

Operational Risk Management (*ORM") is the structured set of processes, functions and
resources for identifying, assessing and confrolling operational risk, in order to ensure effective
risk prevention and mitigation in accordance with the Group's stated appetite for risk in its Risk
Appetite Framework.

The objectives of ORM are as follows:

» Assetf Protection

» Ex ante Monitoring and Control of Processes

+ Compliance with Processes and Rules

e Use of the Internal Operational Risk Model for Management Purposes

Although the Company belongs to the core group of entities within Intesa Sanpaolo Group for
the consolidated computation of the operational risk capital charge under the Advanced
Measurement Approach (AMA), the Group methodologies stipulates the implementation of
the Standardised Approach (TSA) for the local computation.

The Board of Directors of the Company approved the classification of Operational Risk among
the list of the material risk factors the Company is exposed to as part of its Internal Capital
Adequacy Assessment Process (“ICAAP") submission. The Board is committed to continued focus
on Operational Risk through the assigning of specific limits under it's Risk Appetite Framework
and the on-going monitoring and reporting in this area to the Risk Committee as a standing
agenda item. The Board has also approved an organisational structure compatible with the
overall objective of operational risk-minimisation.

The Operational Risk minimisation objective of the Board involves the following activities:
+ Identification and implementation of mitigation actions and risk transfer, in accordance
with the qualitative risk appetite defined by the Board;
» Rationalisation and optimisation, by means of costs/benefits of insurance recovery
system and other forms of risk tfransfer adopted by the Intesa Sanpaolo Group.
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Directors’ report (continued)

The main operational risk-minimisation options therefore are:
+ The conscious acceptance of the operational risk inseparably linked to the business
activities of the Company;
+ The mitigation of the operational risk through action taken on relevant risk factors;
« The risk transfer by means of insurance policies or other specific financial instruments.

In particular, the main mitigants used by the Company to reduce operational risk are:

+ The monitoring of the effectiveness of internal conftrols using Italian Law 262-2005
compliont methodology. This monitoring involves the on-going review of processes
affecting significant accounts of the Company with a documentation of the same
processes, of the attached risks, and of the controls in place.

« The Monitoring of Key Risk Indicators (KRI) defined under the Company’s Operational Risk
Policy.

« The involvement of Operational Risk in all discussions with respect to “New Products” to
ensure all aspects of risks have been assessed and documented.

« The existence of a local Disaster Recovery and Business Continuity Framework including
alternative locationi, back up servers and generators at local site, replication servers in
Italy, a Persons Unavailabilityi framework subject to annual fraining and testing

« Appropriate Insurance policies in line with the Bank’s activities

Macroeconomic Factors

The Intesa Sanpaolo Group is aware of the importance of a correct and responsible allocation
of resources, according to the criteria of social and environmental sustainability. Therefore, it
promotes a balanced development that can redirect capital flows towards sustainable
investments that balance interests such as the preservation of the natural environment, health,
work, the well-being of the community as a whole, and the safeguarding of the system of social
relations. To this end, it takes intfo account the environmental, social, and governance risks,
known as “ESG", associated with the activities of customer companies and pays particular
attention to in-depth analysis of sustainability issues related to sectors considered sensitive, i.e.
those with a significant risk profile.

Intesa Sanpaolo's ESG risk governance model includes:

+ a specific statement, on Climate Change risk within the Risk Appetite framework, with
the commitment to integrate climate change risk considerations into the risk
management framework.

e aregulatory framework, consistent with the values and general principles of the Group
outlined in particular by the "Code of Ethics" and the "Principles on Human Rights", that
defines the business sectors considered as most sensitive to ESG risks, the general criteria
of limitation and exclusion of credit operations within sectors more exposed to ESG risks.
Specific criteria for selected sensitive sectors are defined in self-regulatory policies ("Rules
for credit operations in the coal sector" and "Rules on operations in the armaments
sector").

e a process for assessing the ESG risks associated with the Group's operations, regarding
the financing of Corporate customers (ESG& Reputational Risk Clearing process),
embedded within the relevant decision-making processes.

In the Group 2022-2025 Business Plan, the commitment was strengthened by bringing its own
emissions and those of the sectors with the highest emissions (Oil & Gas, Power Generation,
Automotive, Coal mining) to zero by 2030 and protecting and regenerating natural capital.

i A hot site is located at Milan, Via Giambellint35, 20147, Milano M, Italy
ii Critical Activities covered by personnel from hdon Branch using shared applications and undelisiguof processes

8
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Directors’ report (continued)

The Bank did not suffer any business related impacts from the overall Covid Pandemic with no
payment breaks or moratoriums applied and no past due amounts. Impacts have been
fundamentally restricted to the area of remote working for which the Bank already had a mature
Framework. Hybrid working arrangements are in place for all staff and functioning in line with
expectation.

The geo-political events affecting Russia had an impact on the Bank due to our credit exposure
to Russian entities and connected parties. In line with the Group Strategy, the conflict resulted in
an immediate cessation in lending activities with counterparties domiciled in Russia and
connected parties with an objective of disinvestment of exposures. In 2022, in line with this
strategy we have reduced nominal exposure by approx. 50% from €1 bin to €500 min with a
further €50 m reduction (10%) in Q1 2023. The strategy will continue through 2023 with the
objective to further disinvest from Russia.

With respect to IFRS9 Expected Credit Loss (ECL), the conflict resulted in a downgrade of all
Russian and related parties through the Bank’s Internal Rating Model to “R” rating with a
consequent designation of all lending to Stage 2 with the application of Lifetime ECL. This has
caused an increase in Impairments applied on these positions. Total impairments on Stage 2
assefs amounted to €22.78 m' as at December 2022 equivalent to ECL% of approx. 9%.
Furthermore, as at December 2022, we had 2 exposures designated as Unlikely to Pay (UTP)i for
which the counterparties have been moved fo Stage 3 with an associated impairment of
approx. €127.5 m equivalent to ECL% of approx. 47%ii.

In accordance with the Group Impairment policy the Group Model for the calculation of ECL
includes a 4 year forward looking scenario which is updated semi-annually. The 4 year analysis
2022-2025 against 2021 — 2024 can be seen in the below tables.

" ECL% calculated using Centralised Group Model
ii One Position has readdressed repayments in 20@®as repaid all past due amounts
iiil ECL% calculated by dedicated Group NPE departme

9
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Directors’ report (continued)

Scenario Base

Scenario Base

2021 2022 2023 2024 2022 2023 2024

Average Variation Average Variation
Real GDP 6.20% 4.30% 240% 1.60% Real GDP 3.79% 0.59% 1.79% 1.23%)
CPI Italy 1.80% 1.90% 1.40% 1.70% CPl ltaly 8.22% 6.75% 2.44% 1.34%)
Residential Property Italy 240% 2.40% 0.70% 1.90% [TALY Residential Property Italy 5.06% 1.51% 1.53% 1.50%
Average Level Average Level
10Y BTP Yield 0.75 1.50 2.01 2.25 10Y BTP Yield 3.03 4.05 4.60 4.90)
BTP - Bund Spread 10Y 1.07 1.55 1.65 1.64 BTP - Bund Spread 10Y 1.87 2.01 1.90 1.79
Italian Unemployment 9.40 9.00 8.80 8.60 Italian Unemployment 8.17 8.53 8.19 8.08]

2021 2022 2023 2024 2022 2023 2024 2025

Average Variation Average Variation

Real GDP EUR 5.00% 3.80% 2.40% 1.60% Real GDP EUR 3.26% 0.06% 1.62% 1.84%
Equity ESTOXX 50 22.90% 7.20% 0.50% -0.30% Equity ESTOXX 50 7.76% -3.12% 3.84% 1.23%|
EURO/$ 11.23% 2.29% 3.48% 1.80%

I {I[:leJl Average Level Average Level

EURIO/S 118 116 12 124 |EaiEalls

Euribor 3M -0.55 -0.52 -0.49 -0.48 Euribor 3M 034 3.00 299 238
EUrRS 10Y 0.05 0.34 0.51 0.59 EurlRS 10Y 1.92 282 311 3.28
10Y Bund Yield -0.33 -0.05 0.36 0.60 10Y Bund Yield 116 204 270 3.1

Average Variation

Real GDP US 5.60% 4.10% 2.40% 2.00%
INNIFY Equity US 32.30% 8.60% 1.50% -2.00%
Average Level

Italian Unemployment 5.30 3.70 3.50 3.40

Average Variation

Real GDP US 1.96% 0.28% 1.10% 2.39%
Equity US -3.55% -6.29% 1.71% 4.38%)
Average Level

Italian Unemployment 3.70 4.46 450 3.94

Given the overall robustness of ISP Group, the Company’s ability to issue short and medium term
debt under the issuance programmes has not been affected by the Russian crisis and appetite
for the Company’s paper continues to be extremely robust.

Due to this international crisis and the strong focus on managing the Russian portfolio and on
disinvestment in relation to same, the growth in new lending did not materialise in 2022 as
expected but we expect new lending activity to revert to those levels seen in 2020-2021 pre-
crisis.

The Bank and Intesa Sanpaolo Group aim to promote a risk culture focussed on encouraging
sustainable behaviour and integrating environmental, social and governance aspects into the
risk management processes, in the awareness that they contribute to the sustainability of the
Group's initiatives, to a solid and stable creation of value over time for all internal and external
stakeholders.

Subsequent events as at 23 March 2023

In Q1 2023, in line with the “derisking” on Russia, the exposure to Russian borrowers has further
decreased. In particular, during the month of February, the aggregate exposure to a Russian
corporate for a total of €16.9 million ( $18 million) has been sold. In addition, it should be
noted that on the 27t of January, a Russian corporate (a borrower in Stage 3 at the end of
2022) has paid back capital and contractual interests in relation to all remaining 2022 past
due amounts, for a total of about €21.7 million ($23.6 million) and this counterparty continues
to pay repayments on a monthly basis. A stage 3 counterparty continues to repay funds
with €2.81 million ($ 2.99 million) paid in February 2023.

10
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Directors' report (continued)
Independent Auditor

Ermnst & Young, Chartered Accountants, were appointed auditors on 26 April 2021. They have
been re-appointed annually since that date and will continue in office in accordance with
section 383(2) of the Companies Act 2014.

Corporate Governance

Directors’ Compliance Statement is subject to the requirements laid out under the Corporate
Govemance Code for Credit Institutions {*'the Code") for "non major institution” and is required
under section 26 of the Code to submit an Annual Compliance Statement to the Central Bank
of reland for the period 1 January fo 31 December 2022. Such statement will be duly
communicated in accordance with the Central Bank requirements in 2022.

Directors’ Compliance Statement

The directors, in accordance with Section 225(2) of the Companies Act 2014, acknowledge that
they are responsible for securing the Company’s compliance with cerfain obligations specified
in that section arising from the Companies Act 2014 and Tax laws | 'relevant obligations'). The
directors confirm that:

« acompliance policy statement has been drawn up setting out the Company's policies
that in their opinion are appropriate with regard to such compliance;

« appropriate arrangements and structures have been put in place that, in their opinion,
are designed to provide reasonable assurance of compliance in all material respects
with those relevant obligations; and

« qa review has been conducted, during the financial year, of those arrangements and
structures.

Statement on Relevant Audit Information

The directors have taken all the steps necessary to make themselves aware of any relevant
audit information and have established that the Company's statutory auditor are aware of that
information. Insofar as they are aware, there is no relevant audit information of which the
Cormpany's statutory auditor are unaware.

N Jﬂ’“’w‘%@& ol

Director Director Managing Director

On behdalf of the board

23 March 2023

11
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Statement of Directors’ Responsibilities

The Directors are responsible for preparing the Directors' report and financial statements, in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year.
Under that law they have elected to prepare the financial statements in accordance with
International Financial Reporting Standards {IFRS) as adopted by the European Union (EU).

Under company law the Directors must not approve the financial statements unless they are
satisfied that they give a frue and fair view of the assets, liabilities and financial position of the
Company and of its profit or loss for that year. In preparing these financial statements, the
directors are required to:

* select suitable accounting policies and then apply them consistently;

» make judgements and estimates that are reasonable and prudent;

« state whether applicable Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

» assess the Company’s ability to continue as a going concern, disclosing, as applicable,
matters related to going concern; and

» use the going concern basis of accounting unless they either intend to liquidate the Company
or fo cease operations, or have no realistic alternative but to do so.

The directors are responsible for keeping adequate accounting records which disclose with
reasonable accuracy at any time the assets, liabilities, financial position and profit or loss of the
Company and enable them to ensure that the financial statements comply with the Companies
Act 2014. They are responsible for such internal controls as they determine is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due
to fraud or error, and have general responsibility for taking such steps as are reasonably open to
them to safeguard the assets of the Company and fo prevent and detect fraud and other
iregularities. The directors are also responsible for preparing a directors report that complies with
the requirements of the Companies Act 2014.

The directors are responsible for the maintenance and integrity of the corporate and financial
information included on the Company's welbsite. Legislation in the Republic of Ireland governing
the preparation and dissemination of financial statements may differ from legislation in other
jurisdictions.

On behalf of the board

_ A ,J\ﬂ | {)
/Qﬁ S (‘/( NS ' O “"‘«J’L LJ\
hcr;'rmq- Directer Director Managing Director

23 March 2023
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF INTESA SANPAOLO BANK
IRELAND PLC

Report on the audit of the financial statements

Opinion

We have audited the financial statements of Intesa Sanpaolo Bank Ireland Plc (‘the Company") for
the year ended 31 December 2022, which comprise the income statement, statement of
comprehensive income, statement of financial position, statement of changes in equity, statement
of cashflow and notes to the financial statements, including the summary of significant accounting
policies set out in Note 1. The financial reporting framework that has been applied in their

preparation is Irish Law and International Financial Reporting Standards (IFRS) as adopted by the
European Union.

In our opinion the financial statements:

e Qive a true and fair view of the assets, liabilities and financial position of the company as at
31 December 2022 and of its loss for the year then ended;

e have been properly prepared in accordance with IFRS as adopted by the European Union;
and

e have been properly prepared in accordance with the requirements of the Companies Act
2014.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (Ireland) (ISAs
(Ireland)) and applicable law. Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with ethical requirements that are relevant to our audit
of financial statements in Ireland, including the Ethical Standard as applied to public interest entities
issued by the Irish Auditing and Accounting Supervisory Authority (IAASA), and we have fulfilled our
other ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concern
basis of accounting in the preparation of the financial statements is appropriate. Our evaluation of
the directors' assessment of the Company’s ability to continue to adopt the going concern basis of
accounting included:

e Reviewed the going concern assessment prepared by management and the validity of the
going concern assumptions which includes considerations for COVID 19 and the Russian
invasion of Ukraine.

e Reviewed board minutes and had discussions with Management concerning business
performance and future intentions.
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Conclusions relating to going concern (continued)

e Reviewed the current financial indicators of the Bank including the Bank's outstanding
exposure to Russian-domiciled entities and its impact on the Bank's liquidity and regulatory
capital requirements.

e We reviewed the Company going concern disclosures included in the annual report in order
to assess that the disclosures were appropriate and in conformity with the reporting
standards.

Conclusion

Based on the work we have performed, we have not identified any material uncertainties relating to
events or conditions that, individually or collectively, may cast significant doubt on the Company's
ability to continue as a going concern for a period of at least twelve months from when the financial
statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are
described in the relevant sections of this report. However, because not all future events or
conditions can be predicted, this statement is not a guarantee as to the Company'’s ability to
continue as a going concern.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current period and include the most significant assessed
risks of material misstatement (whether or not due to fraud) that we identified, including those
which had the greatest effect on: the overall audit strategy, the allocation of resources in the audit;
and directing the efforts of the engagement team. These matters were addressed in the context of
our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.
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Risk

Our response to the risk

Key observations
communicated to the Audit
Committee

Valuation of Loans and
advances - ECL model

At 31 December 2022 the
Company reported total
gross loans and advances
to customers of €1,317m
(2021: €1,602m) and
€157.4m of expected
credit loss provisions
(ECL) (2020: €2.25m) as
disclosed in Note 19. In
addition, the Company
reported gross loans and
advances to banks of
€5,133m (2021:
€4,091m) and €0.73m of
ECL (2021: €0.99m) as
disclosed in Note 18.

The calculation of
expected credit losses
("ECL™) uses complex and
inherently judgemental
modelling techniques,
which gives rise to the risk
of management override.
This is particularly
relevant for the current
environment, where there
are increased challenges
due to conflict between
Ukraine and Russia and
COVID-19 post-pandemic.

A judgement also relates
to the assessment as to
whether guarantees are
integral to the contractual
terms and the guarantees’
related impact on the
measurement of the ECL.

Given the centralised IFRS 9 ECL
models at Intesa group level, with
the assistance from our team in EY
Italy, we performed walkthrough of
the ECL process and tested the
design and operating effectiveness
of the key controls over the
completeness and accuracy of the
key data inputs into the impairment
models.

We involve our IFRS 9 specialist to
assist in the review and assessment
of the Group impairment policy and
ECL model.

We tested the design and
implementation of key controls over
credit risk parameters’
implementation, rating models
validation, stage assignment
automation and application of stage
overrides, cumulative Probability of
Default (PD) calculation, calculation
of Loss Given Default (LGD) grids,
and the accuracy of PD models,
including controls over updating of
Significant Increase in Credit Risk
(SICR) thresholds, economic
scenarios and credit enhancements.
We also tested the design and
operating effectiveness of the
Bank's controls around credit
monitoring and provisioning
performed locally.

We involve our IFRS 9 specialist to
assist in evaluating the
appropriateness of the SICR criteria
including evaluating the
appropriateness of the IFRS 9
methodologies, the accuracy of the
IFRS 9 models and the

Our planned audit procedures
were completed and no
material exceptions were
noted.
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Risk

Our response to the risk

Key observations
communicated to the Audit
Committee

Refer to Notes 18, 19, and
20 in the financial
statements.

appropriateness and reasonableness
of the macroeconomic scenarios.

For a sample of loans, we assessed
management’s assumptions in
relation to SICR and the allocation of
loans to the three stages. We
assessed the underlying
documentation and tested whether
indicators for a significant
deterioration in credit risk or credit
impairment exists.

We assessed the Bank's treatment of
guarantees in the measurement of
the ECLs.

We reviewed the adequacy of
disclosures made in the financial
statements to ensure that required
disclosures in respect of the ECL are
sufficiently disclosed in the notes to
the financial statements in line with
the requirements of IFRS 9.

Valuation of Loans and
advances - ECL on loans
and advances relating
to the Russian exposure

At 31 December 2022 the
Company reported total
gross loans and advances
to Russian customers of
€454m (2021: €704m)
and €151m of expected
credit loss provisions
(ECL) (2021: €0.3m)
disclosed as part of Note
19.

The on-going conflict
between Ukraine and
Russia has resulted in

In addition to the work performed at
the valuation of loans and advances
- ECL on loans and advances, we
performed the following for Russian
exposures specifically.

We involve our IFRS 9 specialist to
assist in the review and assessment
of the Group impairment policy and
ECL model, which considered the
impact of Russian exposures.

We involve our IFRS 9 specialist to
assist in evaluating the
appropriateness of the SICR criteria
including evaluating the
appropriateness of the IFRS 9
methodologies, the accuracy of the
IFRS 9 models and the

Our planned audit procedures
were completed and no
material exceptions were
noted.
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Risk Our response to the risk Key observations
communicated to the Audit
Committee

imposition of various appropriateness and reasonableness

sanction on Russia. As a of the macroeconomic scenarios and
result we have identified a | specifically considering the impact of
fraud risk relating to the Russian/ Ukraine conflict.

Russian related
exposures, given the level |We reviewed both quantitative and
of judgement involved in | qualitative factors applied by the
determining the ECL management in determining the
provision. recoverability, risk rating and
staging of the Russian exposures.

For all Russian exposures, we
assessed management's
assumptions in relation to SICR and
the allocation of loans to stage 2 and
3. We assessed the underlying
documentation and tested whether
indicators for a significant
deterioration in credit risk or credit
impairment exists.

We reviewed the adequacy of
disclosures made in the financial
statements to ensure that required
disclosures in respect of the ECL are
sufficiently disclosed in the notes to
the financial statements in line with
the requirements of IFRS 9.

Application of Hedge
Accounting

We performed walkthrough of hedge Our planned audit procedures

accounting process and tested the were C,Omp'eted: and no
, ~ |design and operating effectiveness | Material exceptions were
The Company’s application | of the key controls over the design | noted.

of hedge accounting, and ongoing management of hedge
including determining accounting relationships, including
effectiveness is manual in |testing of hedge effectiveness.
nature which increases the
risk of errors and the risk
that financial reporting is
not in line with IFRS
reqguirements.

We involve our IFRS 9 specialist to
assist in reviewing the Company's
application of hedge accounting. On
a sample basis, we reviewed the
designation of the hedge
relationships and the Company’s
related hedge documentation in
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Risk Our response to the risk Key observations
communicated to the Audit
Committee

Refer to Note 21 in the consideration of the requirements of

financial statements. hedge accounting under IAS 39. This

includes reviewing the key terms of
the synthetic assets and liabilities,
ensuring a prospective effectiveness
test was carried out at inception and
testing of hedge effectiveness.

We involve our IFRS 9 specialist to
assist in evaluating the
reasonableness of valuation of
synthetic assets and liabilities and
the related hedging derivatives and
considered the implications of
economic factors such as the
conflict between Ukraine and Russia
and COVID-19 post-pandemic on the
hedge effectiveness calculations as
at 31 December 2022 on a sample
basis.

We obtained and reviewed the
journal entries posted as at 31
December 2022 as a result of the
hedging relationships and noted no
material differences.

We reviewed the adequacy of
disclosures in the financial
statements in relation to hedge
accounting for compliance with IFRS
requirements.

Our application of materiality
We apply the concept of materiality in planning and performing the audit, in evaluating the effect of
identified misstatements on the audit and in forming our audit opinion.

Materiality

The magnitude of an omission or misstatement that, individually or in the aggregate, could
reasonably be expected to influence the economic decisions of the users of the financial
statements. Materiality provides a basis for determining the nature and extent of our audit
procedures.
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We determined materiality for the Company to be €0.853 million (2021: €1.3 million), which is 5%
(2021: 5%) of normalised profit before tax (2021: profit before tax). We believe that normalised
profit before tax provides us with the most appropriate basis for materiality having considered the
expectation of the users of the financial statements.

¢ Loss before income tax - €164.72 million

Starting
EN )

* Normalised loss before tax by adjusting for for ECL provision from Russian
exposures and net writedown on disposal of Russian exposures - €165.42
million

* Determined the average profit before tax for the past 5 years using the
normalised profit for the year.

J

* Total €17.07 million materiality basis
* Materiality of €0.853 million (5% of materiality basis)

Materiality

Performance materiality

The application of materiality at the individual account or balance level. It is set at an amount to
reduce to an appropriately low level the probability that the aggregate of uncorrected and
undetected misstatements exceeds materiality.

On the basis of our risk assessments, together with our assessment of the Company's overall
control environment, our judgement was that performance materiality was 75% (2021: 50%) of our
planning materiality, namely €0.6 million (2021: €0.6 million). We have increased our performance
materiality to 75% from 50% based on our knowledge of the Company and industry, effectiveness of
the control environment and our assessment of the risks associated with the engagement.

Reporting threshold

An amount below which identified misstatements are considered as being clearly trivial.

We agreed with the Audit Committee that we would report to them all uncorrected audit differences
in excess of €0.04 million (2021: €0.06 million), which is set at 5% of planning materiality, as well
as differences below that threshold that, in our view, warranted reporting on qualitative grounds.

We evaluate any uncorrected misstatements against both the quantitative measures of materiality
discussed above and in light of other relevant qualitative considerations in forming our opinion.
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An overview of the scope of our audit report
Tailoring the scope

Our assessment of audit risk, our evaluation of materiality and our allocation of performance
materiality determine our audit scope for the company. This enables us to form an opinion on the
financial statements. We take into account size, risk profile, the organisation of the company and
effectiveness of controls, including controls and changes in the business environment when
assessing the level of work to be performed. All audit work was performed directly by the audit
engagement team, with appropriate oversight of work performed by the parent auditor in Italy.

Other information

The directors are responsible for the other information. The other information comprises the
information included in the annual report other than the financial statements and our auditor’s
report thereon. Our opinion on the financial statements does not cover the other information and,
except to the extent otherwise explicitly stated in our report, we do not express any form of
assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our knowledge obtained in the
audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or
apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If,
based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact.

We have nothing to report in this regard.
Opinions on other matters prescribed by the Companies Act 2014
In our opinion, based solely on the work undertaken in the course of the audit, we report that:

o the information given in the directors’ report for the financial year ended for which the
financial statements are prepared is consistent with the financial statements; and

e the directors’ report has been prepared in accordance with applicable legal requirements.

We have obtained all the information and explanations which, to the best of our knowledge and belief,
are necessary for the purposes of our audit.

In our opinion the accounting records of the Company were sufficient to permit the financial

statements to be readily and properly audited and the financial statements are in agreement with
the accounting records.
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Corporate Governance Statement

In addition, we report, in relation to information given in the Corporate Governance Statement on
pages 4 to 11, that:

e based on knowledge and understanding of the company and its environment obtained in
the course of our audit, no material misstatements in the information identified above have
come to our attention;

e based on the work undertaken in the course of our audit, in our opinion:

o the description of the main features of the internal control and risk management
systems in relation to the process for preparing the financial statements, and
information relating to voting rights and other matters required by the European
Communities (Takeover Bids (Directive 2004/25/EC)) Regulations 2006 and
specified by the Companies Act 2014 for our consideration, are consistent with the
financial statements and have been prepared in accordance with the Companies
Act 2014; and

e the Corporate Governance Statement contains the information required by the
Companies Act 2014.

Matters on which we are required to report by exception

Based on the knowledge and understanding of the company and its environment obtained in the
course of the audit, we have not identified material misstatements in the directors' report.

The Companies Act 2014 requires us to report to you if, in our opinion, the disclosures required by
sections 305 to 312 of the Act, which relate to disclosures of directors’ remuneration and
transactions are not complied with by the Company. We have nothing to report in this regard.

Respective responsibilities
Responsibilities of directors for the financial statements

As explained more fully in the directors’ responsibilities statement set out on page 12, the directors
are responsible for the preparation of the financial statements in accordance with the applicable
financial reporting framework that give a true and fair view, and for such internal control as they
determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company’s
ability to continue as going concerns, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the
Company or to cease operations, or has no realistic alternative but to do so.
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Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs (Ireland) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

Explanation to what extent the audit was considered capable detecting irregularities, including
fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We
design procedures in line with our responsibilities, outlined above, to detect irreqgularities, including
fraud, that could reasonably be expected to have a material effect on the financial statements. The
risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting
one resulting from error, as fraud may involve deliberate concealment by, for example, forgery or
intentional misrepresentations, or through collusion. In addition, the further removed any non-
compliance is from the events and transactions reflected in the financial statements, the less likely
it is that our procedure will identify such non-compliance. The extent to which our procedures are
capable of detecting irreqularities, including fraud is detailed below. However, the primary
responsibility for the prevention and detection of fraud rests with both those charged with
governance of the company and management.

Our approach was as follows:

We obtained an understanding of the legal and requlatory frameworks that are applicable to
the Company and determined that the most significant are in relation to compliance with:

e Irish Companies Act 2014

e IFRS as adopted by the European Union

e Central bank of Ireland requirements for credit institutions
e We understood how the Company is complying with these legal and requlatory
reguirements by reviewing policy framework, inquiring of key management including
compliance personnel, internal audit, amongst others.

e We assessed the susceptibility of the Company’s financial statements to material
misstatement, including how fraud might occur by understanding the financial statement
close process and holding discussions with senior management.

e Inrelation to the key audit matters relating to the risk of management override of controls
over the valuation of loans and advances ECL model, ECL on loans and advances relating
to Russian exposures and the application of hedge accounting, further discussions are set
out in the Key Audit Matters above.
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e Based on this understanding we designed our audit procedures to identify non-compliance
with such laws and regulations. Our procedures involved inquiring of key management,
reviewing key policies and reports on the aforementioned regulatory frameworks as well as
reviewing correspondences exchanged with the regulators.

A further description of our responsibilities for the audit of the financial statements is located on
the IAASA's website at: http://www.iaasa.ie/getmedia/b2389013-1cf6-458b-9b8f-
298202dc9c3a/Description_of auditors_responsiblities for _audit.pdf. This description forms part of
our auditor's report.

Other matters which we are required to address

We were appointed by the Board of Directors on 26 April 2021 to audit the financial statements for
the year ended 31 December 2021 and subsequent financial periods. The period of total
uninterrupted engagement including previous renewals and reappointments of the firm is 2 years.

The non-audit services prohibited by IAASA’s Ethical Standard were not provided to the Company
and we remain independent of the Company in conducting our audit.

Our audit opinion is consistent with the additional report to the audit committee.

The purpose of our audit work and to whom we owe our responsibilities

Our report is made solely to the Company's members, as a body, in accordance with section 391 of
the Companies Act 2014. Our audit work has been undertaken so that we might state to the
Company's members those matters we are required to state to them in an auditor’s report and for
no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility

to anyone other than the Company and the Company’s members, as a body, for our audit work, for
this report, or for the opinions we have formed.

Helen Kerr

for and on behalf of
Ernst & Young Chartered Accountants and Statutory Audit Firm

Office: Dublin

Date: 5 April 2023
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INTESA SANPAOLO BANK IRELAND plc

Income statement Note

For the year ended 31 December 2022

Interest income calculated using the effective interest
method
Ofther interest income

Interest expense and similar charges
Net interest income

Fees and commission income

Fees and commission expense

Net fees and commission (expense) / income
Dividend and similar income

Net trading income

Net gain from other financial instruments at Fair value fo
Profit or Loss

Foreign exchange loss

Net impairment (losses) / gains on financial insfruments

Net operating (loss) / income

Administrative expenses
Depreciation

Total operating expenses

(Loss) / Profit before tax

Income tax benefit / (expense)

(Loss) /Profit for the financial year

(Loss) / Profit attributable to the equity holders of the
company

13
14

2022 2021
€'000 €'000
139,421 110,540
11,112 10,989
(127,746) (101,406)
22,787 20,123
1,551 6,602
(3.113) (3.606)
(1,562) 2,996

1 .

5,107 7,554

3 -

(6,209) (285)
(175,323) 6,862
(155,196) 37,250
(11,324) (10,755)
(302) (390)
(11,626) (11,145)
(166,822) 26,105
20,705 (3.266)
(146,117) 22,839
(146,117) 22,839

All of the above losses / profits are in respect of continuing operations.

The notes on pages 29 to 135 are an integral part of these financial statements.

24



INTESA SANPAOLO BANK IRELAND plc

Statement of comprehensive income Note 2022 2021
For the year ended 31 December 2022 €'000 €000
(Loss) / Profit for the year (146,117) 22,839

Other comprehensive income

Items that are or may be reclassified subsequently
to profit or loss

Movements in financial assets at fair value through
other comprehensive income:

Net change in fair value (15,373) 4,158
Net amount fransferred to profit or loss (2,817) (5,005)
Related tax 23 2,274 106

Other comprehensive Income for the year,
net of tax (15,916) (741)

Total comprehensive Income for the year,
net of tax (162,033) 22,098

Total comprehensive Income for the year
attributable to equity holders of the company (162,033) 22,098

The notes on pages 29 to 135 are an integral part of these financial statements.
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INTESA SANPAOLO BANK IRELAND plc

Statement of financial position
As at 31 December 2022

ASSETS
Cash and balances with central banks

Financial assets at fair vatue through other
comprehensive income

Financial assets at fair value through profit or loss
Loans and advances to banks

Loans and advances to customers

Derivative financial instruments

Prepayments and accrued income

Current Tax

Deferred tax asset

Other assets

Property, plant and equipment

Total assefs

LIABILITIES

Deposits from banks

Debt securities in issue
Repurchase agreements

Due to customers

Derivative financial instruments
Current tax

Deferred tax liability

Accruals and deferred income
Ofther liabilities

Provisions for liabilities and commitments
Total liabilities

EQUITY attributable to the equity holders of the
company

Share capital

Share premium

Fair value through other comprehensive income
reserves

Capital contribution reserves

Retained earnings

Total equity
Total liabilities and shareholders’ funds

Note 2022 2021
€'000 €'000

16 47,721 276,826
17 1,969,563 2,089,511
36 .

18 5,132,677 4,089,845
19 1,159,145 1,599,979
21 443,796 507,966
190 363

22 3,125 3
23 6,163 256
24 13,809 2,503
25 2,845 199
8,779,070 8,567,448

26 1,894,490 939,740
27 4,588,040 4,854,001
28 - 53,557
29 954,803 961,838
21 320,556 554,125
. 609

23 343 1,270
295 501

30 5,449 2,626
31 49 103
7,764,025 7,368,370

32 400,500 400,500
32 1,025 1,025
(7.772) 8,144

506,764 506,764

114,528 282,645
1,015,045 1,199,078
8,779,070 8,567,448

The notes on pages 29 to 135 are an integral part of these financial statements.

behalf of Apex IFS Limijed
Company Secretary

23 March 2023

Managing Director



INTESA SANPAOLO BANK IRELAND plc

Statement of Changes in Equity for the year ended 31 December 2022

Note

1 January 2022

Loss for the financial year
Other comprehensive income

Total comprehensive income
for the year

Dividends paid

31 December 2022

Note

1 January 2021

Profit for the financial year
Other comprehensive income

Total comprehensive income
for the year

Dividends paid

31 December 2021

Attributable to
equity shareholders of the Company
Fair Value Capital
Share Share through OCI Contribution Retained
capital premium reserves reserves earnings Total
€000 €000 €000 €'000 €000 €'000
32 32 32 32
400,500 1,025 8,144 506,764 282,645 1,199,078
- i - - (146,117)  (146,117)
- - (15,916) - - (15,9216)
- - (15,916) - (146,117) (162,033)
- - - - (22,000) (22,000)
400,500 1,025 (7,772) 506,764 114,528 1,015,045
Fair Value
Share  through Capital
Share premium ocCli Contribution Retained Total
capital reserves reserves earnings
€000 €'000 €’000 €000 €000 €'000
32 32 32 32
400,500 1,025 8,885 506,764 259,806 1,176,980
- - - - 22,839 22,839
- - (741) - - (741)
- - (741) - 22,839 22,098
400,500 1,025 8,144 506,764 282,645 1,199,078
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INTESA SANPAOLO BANK IRELAND plc

Statement of Cashflow for the year ended 31 December 2022

Note 2022 2021
€000 €'000

Cash flows from operating activities
Interest received 127,830 125,446
Dividend received 1 -
Fees and commission receipts 1,646 6,245
Fees and commission paid (2,958) (3.503)
Net trading and other receipts and payments (18,340) 19,706
Interest paid (125,945) (101,304)
Cash payments to employees and suppliers (9.29¢6) (13,045)
Recoveries on loans previously written off 52 -
Income taxes paid (589) (2,777)
Cash flows from operating activities before
changes in operating assets and liabilities (27,599) 30,768
Changes in operating assets and liabilities
Net decrease/(increase) in cash and balances
with central banks 6,966 (110)
Net decrease inloans and advances to banks 369,548 2,017,530
Net (increase)/ decrease in loans and
advances to customers 267,014 (253,144)
Net increase in deposits from banks 176,762 106,267
Net (decrease)/ increase in amounts due fo
customers 6,341 (73,754)
Proceeds from repurchase agreements (54,000) -
Cash flows from changes in operating assets
and liabilities 772,631 1,796,787
Net cash from operating activities 745,032 1,827,555
Cash flows (used in) /generated by investing
activities
Purchase of property, plant and equipment (13) (3)
Purchases of financial assets at FVOCI (574,948) (490,113)
Proceeds from sale of financial assets at FVOCI 534,035 536,124
Proceeds from financial assets at FVTPL (32) -
Net cash (used in) / generated by investing
activities (40,958) 46,008
Cash flows (used in) / generated by financing
activities
Proceeds from debt securities in issue 3,754,023 4,087,471
Repayment of debt securities (4,039,618) (5,443,459)
Lease liabilities 30 (210) (232)
Dividends paid 15 (22,000) -
Net cash (used in) / generated by financing
activities (307,805) (1,356,220)
Net increase in cash and cash equivalents 396,269 517,343
Cash and cash equivalents at beginning of
year 209,053 (308,290)
Cash and cash equivalents at end of year 33 605,322 209,053
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INTESA SANPAOLO BANK IRELAND plc

Notes to the Financial Statements for the year ended 31 December 2022

1. Summary of significant accounting policies

The following accounting policies have been applied consistently in dealing with items which
are material in relation to the Company’s financial statements.

1.1.

1.2.

1.3.

Reporting Entity

INTESA SANPAOLO BANK IRELAND plc is a public limited company incorporated and
domiciled in the Republic of Ireland under the Companies Act, 2014 with the
registration number 125216 and is regulated by the Central Bank of Ireland. The
registered office of the company is: 2nd Floor, International House, 3 Harbourmaster
Place, International Financial Services Centre, Dublin in Ireland.

Basis of preparation and Statement of Compliance

The Company’s financial statements have been prepared in accordance with
International Financial Reporting Standards (‘IFRS’) as adopted by the European Union,
and with those parts of the Companies Acts, 2014 applicable to companies reporting
under IFRS.

The financial statements have been prepared under the historical cost convention as
modified to include the fair valuation of certain financial instruments as required by IFRS.

Key Estimates and Judgements

The preparation of financial statements in conformity with IFRS requires the use of
certain critical accounting estimates. It also requires Directors to exercise their
judgment in the process of applying the Company’s accounting policies. The areas
involving a higher degree of judgment or complexity, or areas where assumptions and
estimates are significant to the financial statements, are disclosed in Note 1.8 and Note
5, inrelation to impairment and fair value, respectively.

A judgement also relates to determining whether an amount charged to a customer
at inception of a loan represents a fee for structuring the loan (an arrangement fee)
or part of the transaction price for the credit risk of the financial asset. The Company
provides arrangement of loan services and recognises revenues as the related services
are performed rather than including them in the effective interest rate.

Going Concern

The Company’s management has made an assessment of the Company’s ability to
continue as a going concern and is safisfied that the Company has the resources to
continue in business for a period of 12 months from date of approval of these financial
statements. Furthermore, the Directors are not aware of any material uncertainties that
may cast significant doubt upon the Company’s ability to continue as a going concern.
Therefore, the financial statements continue to be prepared on the going concern
basis.

Segment reporting

An operating segment is a component of an entity:

(&) that engages in business activities from which it may earn revenues and incur
expenses (including revenues and expenses relating to transactions with other
components of the same entity),

(b) whose operating results are regularly reviewed by the entity's chief operating
decision maker (the Board of Directors) to make decisions about resources to be
allocated to the segment and assess its performance, and
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1.4.

1.5.

1.6.

(c) for which discrete financial information is available.

Operating segments are reported in a manner consistent with the internal reporting
provided to the chief operating decision maker. The chief operating decision maker is
the person or group that allocates resources to and assesses the performance of the
operating segments of a company.

Interest income and expense

Interest income and expense are recognised in the income statement using the
effective interest method for financial insfruments measured at amortised cost and for
financial assets measured at fair value through other comprehensive income.

The effective interest method is a method of calculating the amortised cost of a
financial asset or a financial liability and of allocating the interest income or interest
expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments or receipts through the expected life of the
financial instrument or, when appropriate, a shorter period to the net carrying amount
of the financial asset or financial liability. When calculating the effective interest rate,
the Company estimates cash flows considering all contractual terms of the financial
instrument (for example, prepayment options) but does not consider future credit
losses. The calculation includes all fees paid or received between parties to the
contract that are an integral part of the effective interest rate, fransaction costs and
all other premiums or discounts.

In the case of a credit-impaired financial asset, interest income is calculated by
applying the effective interest rate to the amortised cost, which is the gross carrying
amount adjusted for any impairment loss allowance.

Non-performing assets include financial assets classified as bad, unlikely to pay or past
due over ninety days. In the case of unlikely to pay assets, the recognition of
confractual interest is reversed against the loan.

Interest income and expense on financial assets and liabilities classified at fair value
through profit or loss is recognised in ‘other interest income’ or ‘interest expense and
similar charges’, as applicable.

Fee and commission

Fees and commissions income and expenses are generally recognised on an accrual
basis when the service has been provided, unless it is appropriate to include them in
the effective interest rate calculation. If a loan commitment is not expected to result in
the draw-down of a loan, then the related loan commitment fee is recognised on a
straight-line basis over the commitment period. Other fees and commission income
including loan syndication and arrangement fees are recognised at a point in fime
when the related services are performed.

Financial assets / financial liabilities

In accordance with IFRS 9 and its business model, the Company classifies its financial
assets at initial recognition into one of the following categories.

(a) Financial Assets at Fair Value through Profit or Loss “FVPL” / Mandatorily at “FVPL”

Financial assets that do not meet the criteria for amortised cost or fair value through
other comprehensive income, gains or losses (excluding interest income or expense)
on such assets are recognised in profit or loss on an ongoing basis.

30



INTESA SANPAOLO BANK IRELAND plc

Notes to the Financial Statements for the year ended 31 December 2022

1.7.

This category has two sub-categories: financial assets held for trading , and those
designated at fair value through profit or loss at inception or at the time of adoption
of IFRS. A financial asset is classified in this category if acquired principally for the
purpose of selling in the short term, if the contract does not pass the solely payments
of principal and interest (SPPI) test and is not in line with the definition of a “basic
lending agreement” or if so designated by management. Derivatives are
categorised as held for trading unless they are designated as hedged.

(b) Amortised cost (AC)

Assets that have not been designated as at FVTPL, and are held within a “hold to
collect” business model whose objective is to hold assets to collect contractual cash
flows; and whose contractual terms give rise on specified dates to cash flows that are
solely payments of principal and interest (SPPI) . The carrying amount of these assets
is calculated using the effective interest method, an impairment loss allowance is
recognised for ECL with corresponding impairment gains or losses recognised in profit
or loss.

(c) Fair value through other comprehensive income (FVTOCI)

Assetfs that have not been designated as at FVTPL, and are held within a “hold to
collect and sell” business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets; and whose contfractual terms give
rise on specified dates to cash flows that are solely payments of principal and interest
(SPPI). Movements in carrying amount of these asses are taken through other
comprehensive income (OCI), except for the recognition of credit impairment gains or
losses, interest revenue and FX gains and losses which are recognised in profit or loss.
When a financial asset is derecognised, the cumulative gain or loss previously
recognised in OCl is reclassified from equity to profit or loss other than in the case of
equity instruments designated at FVTOCI.

(d) Financial Liabilities

Financial liabilities are measured at amortised cost, except for liabilities designated at
fair value, which are measured through profit or loss and derivative liabilities which are
required to be measured mandatorily at FVTPL. The company has designated certain
financial liabilities as at FVTPL because the designation eliminates or significantly
reduces the accounting mismatch that would otherwise arise.

The movement in own credit risk related to financial liabilities designated at FVIPL is
recorded in OCI unless this would create or enlarge an accounting mismatch in profit
or loss for the Company (in which case all gains and losses are recognised in profit or
loss).

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the Statement
of Financial Position when there is a legally enforceable right to offset the recognised
amounts and there is an intention to settle on a net basis, or realise the asset and settle
the liability simultaneously.
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1.8. Impairment of financial assets

In accordance with the provisions of accounting Standard IFRS 9 (the “Standard”), the
time horizon for measurement of value adjustments to financial instruments for credit
risk depends on comparison of the risk level of the exposure at the valuation date with
the situation at the time of loan granting/purchase.

If asignificantincrease in creditrisk is detected (Significant Increase in Credit Risk — SICR,
which makes it necessary to include exposures in Stage 2), it will be necessary to
measure expected loss during the entire remaining life of the credit exposure. In other
cases (absence of significant increase in credit risk), the expected loss shall be
calculated having as reference a fime horizon of 12 months (and the exposure shall be
included in Stage 1).

In application of the Standard, in the approach adopted by the Intfesa Sanpaolo Group
and the Company the parameter that measures the change in credit risk (and, hence,
the possible “SICR” is default risk, expressed by the changes in Probability of Default
(below, "PD") along the entire remaining life of the financial asset (below, “lifetime
PD"), calculated taking into account the effects of the expected macroeconomic
scenarios (forward-looking measures).

In addition to the PD's lifetime, in identifying the SICR, Intesa Sanpaolo takes into
account two more elements: (i) the Standard considers past due days as an indicator
of reduction of the counterparty's creditworthiness, which is presumed to become
“significant” if confractual payments become more than 30 days past due; (i) in line
with the instructions provided by the Basel Committee, the granting of forbearance
measures is considered an indicator of a significant increase in the counterparty’s
credit risk.

These criteria are applied to the Performing portfolio, for which the increase in credit
risk can be measured on the basis of PDs. On the other hand, if reduction in the
counterparty's creditworthiness requires the transfer fo the Non-Performing porifolio, all
exposures towards such counterparty shall be classified in Stage 3 (“debtor
approach”). The write-downs of the Non-Performing portfolio are calculated, similarly
to the procedure for the Performing portfolio, by means of forward-looking parameters.

1.8.1.Staging Overview

Under the Standard, at each reporting date, the financial instruments must be assigned
to the following categories (“Stage Assignment” or “Staging”):

+ Stage 1: which includes two types of assefts: (i) those financial instruments for
which from the fime of their initial recognition to the reporting date the
Company did not find any evidence of a significant increase in credit risk; {(ii)
those financial instfruments which, at the measurement date, are considered to
have low credit risk (“Low Credit Risk Exemption”, LCRE) regardless of analyses
on changes in credit risk levels conducted after the initial recognitioni.

e Stage 2: includes those financial assets that showed a significant increase in
credit risk compared to their initial recognition or which, on application of the
LCRE, showed high credit risk;

+ Stage 3: includes financial assets that have incurred permanent impairment
losses. The expected credit losses (“ECL") must be calculated with reference to
the entire contractual lifetime of the exposure. Instruments that at the time of
the initial purchase or granting were "non-performing” (purchased/originated

' According to IFRS 9, the concept of “low credit risk” can include exposures having investment grade rating.
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credit impaired (“POCI")i are entered in this Stage 3 from their first recognition
in the financial statements and in all subsequent reporting periods; however,
they may later be moved to Stage 2 if the objective evidence of impairment is
no longer present.

1.8.1.1. Staging Criteria - Lifetime PD Delta

The main criteria for Staging, to assess the significant increase in credit risk of the
individual loans, the Company has identified the change in lifetime PDs (lifetime PD
delta).

This consists of the comparison between the lifetime Probability of Default, inclusive of
macroeconomic influences, determined at the date of first recognition of the financial
asset and PD at the observation date. Both PDs have the same time horizon, which is
the loan’s remaining life at the measurement date. Comparison of lifetime PDs is
expressed in relative terms, as a ratio of the difference between the lifetime PDs
(observation and first recognition), placed in the numerator, to lifetime PD at the time
of first purchase. The ratio obtained is compared with a pre-set threshold, which differs
according to model, original rating class and remaining term. If the rafio results in a
value below the threshold, the position will be classified in Stage 1; if higher, the position
will be classified in Stage 2. In order to make the comparison, it is necessary to assign to
each loan/purchase tranche, the Probability of Default associated with it on its first
recognition date and on the observation date.

1.8.1.2. Staging Criteria — 30 Days Past Due

If aloan is more than 30 days past due, all the loans held by the debtor holding the
past-due loan are allocated to Stage 2. The choice of allocating the debtor’s entire
exposure to Stage 2, if the past-due amount exceeds the materiality thresholdi, is in line
with rules laid out as per the impairment policy of the Company.

1.8.1.3. Staging Criteria - Forborne

In accordance with the Company’s Credit Policy and in line with Intesa Sanpaolo
S.p.A. Rules on Forborne Exposures — March 2022, a forborne exposure is a credit position
whose original contractual legal obligations have been modified / amended by mutual
agreement as a result of the client entering into financial difficulties. The restructuring
or partial / total refinancing of debt isinfended to enable the client to fulfil its new debt
obligations.

Therefore, an exposure is identified as forborne if the following two conditions or both
are satisfied:

1. the exposure must be subject to modification of contractual terms/refinancing; and

2. the Company confirms the financial difficulties that the debtor is facing or about to
face (or difficulties that would have occurred in the absence of the
modification/refinancing measure).

Forborne exposures comprise both cash (loan advances, debt obligations) and non-
cash positions (revocable and irrevocable commitments to lend), but it is not
applicable to financial assets held for trading, guarantees issued and derivative

i Such activity is not performed by the Company
' The materiality threshold is 5% of the greater of the two following values: a) the average of the due and/or past due share of the entire exposure
surveyed on a daily basis during the previous quarter; and b) the due and/or past due share of the entire exposure surveyed on the reporting date.
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fransactions.

If in line with the credit procedures where forbearance measure has been approved
with respect to a Performing credit line, all the loans held by the debtor holding the
credit line subject to forbearance are allocated to Stage 2.

1.8.2. Methodology for calculating the delta of lifetime PD

In order to assign at the observation date and at the date of initial recognition the
corresponding value of lifetime PD so as to calculate the loan to be compared to the
threshold, it is first necessary to assign to each individual loan or purchased tranche its
rating at the reporting date.

Therefore, the following are listed, in order:

e therating assignment rules at the initial recognition date and at the observation
date for the purpose of determining significant increase of credit risk

e the manner of aligning the rating with lifetime PD;

e the comparison for the purpose of Staging;

» the determination of impairment thresholds.

1.8.3. General Rules for Assigning of Ratings

a) Loans

A rafing is assigned to each individual loan both at the initial recognition date of the
position and at each of the subsequent measurement dates. The types of ratings are
as follows:

« Internal Rating: this is assigned on the basis of the analyses performed by the
manager on the counterparty, or on the basis of predefined meftrics that
automatically process the information fed into the rating model. This score is
based on the use of inside information, which may not be available on the
market. Hence it provides an accurate and timely analysis of the actual risk
status;

e Agency Rating: where a counterparty rafing is not available, the
creditworthiness opinion provided by external rating agencies is assigned.

If there is no rating assigned either internal or agency, the loan is classified as “unrated™.
For the purposes of Staging, the loan is assigned the average probability of default of
the regulatory segment to which it belongs.

At each date of origin of a new asset in the portfolio, its rating is recorded in the ad hoc
archive established. This makes it possible to keep track over time of the rating assigned
to each exposure being measured.

b) Securities

The rating is assigned by individual franche purchased, according to the First In First Out
(FIFO) approach, both at the initial recognition date of the individual unit purchased
and at each of the subsequent measurement dates. In order to reflect the true risk
status of the position and ensure alignment of the rating assigned to all the assets of the
same counterparty, in respect of which the Company holds among its assets both loans
and securities, the rating is assigned through:

» Internal Rating by Issuer: in order to ensure consistency with the creditworthiness
judgment on the counterparties which have been granted a loan on the basis
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of inside information, and which is continuously monitored, where available, the
infernal model rating in force at the date of purchase of the position or
individual franche and af the observation date is assigned;

e Agency rating by issuer: where no internal rafing is available, the score on the
issuer provided by external rating agencies is assigned, by applying the “second
best” rule, i.e. the best of the worst available;

e Agency rating by issue: where neither an internal nor an external rating of the
issuer are available, the score provided on the specific issue by rating agencies
is assigned, by applying the "second best” rule, i.e. the best of the worst
available.

If no rating can be assigned using the above criteria, the position or the individual
tfranche purchased will be classified as “unrated”.

The rating process described above is applied to all the positions in the portfolio (except
for securitisations), including guaranteed securities (“covered bonds”). This approach
makes it possible, as provided for by the Standard, to measure a significant increase in
Credit Risk for the purposes of Staging without faking into consideration any
guarantees.

With respect to guarantees, guarantees received are deemed to be integral for the
purposes of calculating ECL but are excluded for determining staging classification. As
per the Group Model, for consolidation purposes the use of Intra Group Guarantees
are not included as part of the calculation methodology and the lender of record is
applied the full counterparty risk ECL% From a local perspective, the Management
supported by the Board of Directors for local reporting have incorporated Intra-Group
guarantees using a LCRE methodology under group application. However, where Intra
Group guarantee are from Banca Intesa Russia, the Management supported by the
Board of Directors have agreed, for a prudent approach to disregard this mitigation
due to the ongoing crisis and the practical difficulties in enforcing guarantee.

At each date of purchase of a new tranche, its rating is recorded in the archive
established. This makes it possible to keep track over time of the rating assigned to each
position being measured.

1.8.4. Expected Credit Loss Methodology

The calculation of Impairment is performed by the Parent Company on a centralised
level for all subsidiaries including the Company through the use of dedicated
cenfralised systems.

The estimate of Expected Credit Losses (ECL) associated with any financial instrument
shall be determined taking into consideration:

¢ an unbiased and probability-weighted amount that is determined by
evaluating a range of possible outcomes;

» the time value of money;

* reasonable and supportable information that is available at the reporting date
covering past events, current conditions and forecasts of future economic
conditions.

Therefore, assessment of the recoverability of the assets is not limited to consideration
of the current conditions but also incorporates future conditions (forward-looking
information). In other words, the value of the prospective cash flows takes into account
not only the losses already recognised at the time of the measurement on the basis of
observable and measurable elements, but also the expected losses which may be
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incurred in the future (not directly observable at the time of measurement).

Intesa Sanpaolo has defined IFRS 9-compliant processes and methods for estimating
risk parameters, i.e. able to meet the need to determine expected losses:

e over a short-term period (12 months), for performing positions showing no
significant increase in credit risk compared to the origination (classified as Stage
1);

e over the entire remaining life of the loan for performing positions showing a
significant increase in credit risk compared to the origination (classified as Stage
2)

« Stage 3 assigning includes i) financial assefs that have incurred permanent
impairment losses i.e. Non-Performing where it has been identified that the
counterparty is no longer able to repay the principal and interest 