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SECTION 1 – RISKS OF THE BANKING GROUP 
The Intesa Sanpaolo Group attaches great importance to risk management and control as conditions to ensure reliable and 
sustainable value creation in a context of controlled risk, protect the Group’s financial strength and reputation, and permit a 
transparent representation of the risk profile of its portfolios. 
The risk management strategy aims to achieve a complete and consistent overview of risks, given both the macroeconomic 
scenario and the Group’s risk profile, as well as to foster a culture of risk-awareness. 
The efforts of recent years to secure the Supervisory Authority’s validation of internal models for credit, operational, market and 
credit derivative risk should be seen in this context. 
The definition of operating limits related to market risk indicators, the use of risk measurement instruments in granting and 
monitoring loans and controlling operational risk and the use of capital at risk measures for management reporting and 
assessment of capital adequacy within the Group represent fundamental milestones in the operational application of the strategic 
and management guidelines defined by the Supervisory Board and the Management Board along the Group’s entire decision-
making chain, down to the single operating units and to the single desk. 
The main principles in risk management and control are: 
– clear identification of responsibility for acceptance of risk; 
– measurement and control systems in line with international best practices; 
– organisational separation between the functions that carry out day-to-day operations and those that carry out controls. 
The policies relating to the acceptance of risks are defined by the Supervisory Board and the Management Board of the Parent 
Company with support from specific operating Committees, the most important of which is the Control Committee, and from the 
Group Risk Governance Committee and Chief Risk Officer reporting directly to the Chief Executive Officer. 
Assessments of each single type of risk for the Group are integrated in a summary amount – the economic capital – defined as the 
maximum “unexpected” loss the Group might incur over a year. This is a key measure for determining the Group’s financial 
structure and its risk tolerance, and guiding operations, ensuring the balance between risks assumed and shareholder return. It is 
estimated on the basis of the current situation and also as a forecast, based on the budget assumptions and projected economic 
scenario under normal and stress conditions. The assessment of capital is included in business reporting and is submitted quarterly 
to the Group Risk Governance Committee, the Management Board and the Control Committee, as part of the Group’s Risks 
Tableau de Bord. 
The Group sets out these general principles in policies, limits and criteria applied to the various risk categories and business areas 
with specific risk tolerance sub-thresholds, in a comprehensive framework of governance, control limits and procedures. 
The risks identified, covered and incorporated within the economic capital, considering the benefits of diversification, are 
as follows: 
– credit and counterparty risk. This category also includes concentration risk, country risk and residual risks, both from 

securitisations and uncertainty on credit recovery rates; 
– market risk (trading book), including position, settlement and concentration risk on the trading book; 
– financial risk of the banking book, mostly represented by interest rate and foreign exchange rate risk; 
– operational risk, including legal risk; 
– liquidity risk; 
– strategic risk; 
– risk on equity investments not subject to line by line consolidation; 
– risk on real estate assets owned for whichever purpose; 
– reputation risk; 
– insurance risk. 
Risk hedging, given the nature, frequency and potential impact of the risk, is based on a constant balance between 
mitigation/hedging action, control procedures/processes and capital protection measures. 
The Parent Company is in charge of overall direction, management and control of risks. Group companies that generate credit 
and/or financial risks are assigned autonomy limits and each has its own control structure. For the main Group subsidiaries, these 
functions are performed, on the basis of an outsourcing contract, by the Parent Company’s risk control functions, which 
periodically report to the Board of Directors and the Audit Committee of the subsidiary. 
For the purposes described above, Intesa Sanpaolo uses a wide-ranging set of tools and techniques for risk assessment and 
management, detailed in this Part E of the Notes to the consolidated financial statements. 
The information provided in this part of the document is based on internal management data and does not necessarily coincide 
with that contained in Parts B and C. Tables and information for which the indication of “book values” is specifically required 
represent an exception. 
 
 

Other risks 
In addition to credit, market, operational and insurance risks, discussed in detail in the following paragraphs, the Group has also 
identified and monitors the following other risks. 
 
Strategic risk 
The Intesa Sanpaolo Group defines current or prospective strategic risk as risk associated with a potential decrease in profits or 
capital due to changes in the operating context, misguided company decisions, inadequate implementation of decisions, or an 
inability to react sufficiently to changes in the competitive scenario. 
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The Group’s response to strategic risk is represented first and foremost by policies and procedures that call for the most important 
decisions to be deferred to the Supervisory Board and the Management Board, supported by a current and forward-looking 
assessment of risks and capital adequacy. The high degree to which strategic decisions are made at the central level, with the 
involvement of the top corporate governance bodies and the support of various company functions, ensures that strategic risk 
is mitigated. 
An analysis of the definition of strategic risk leads to the observation that this risk is associated with two distinct 
fundamental components: 

− a component associated with the possible impact of misguided company decisions and an inability to react sufficiently to 
changes in the competitive scenario: this component does not require capital, but is one of the risks mitigated by the ways in 
which, and the levels at which, strategic decisions are reached, where all significant decisions are always supported by ad hoc 
activities aimed at identifying and measuring the risks implicit in the initiative; 

− the second component is more directly related to business risk; in other words, it is associated with the risk of a potential 
decrease in profits as a result of the inadequate implementation of decisions and changes in the operating context. This 
component is handled not only by using systems for regulating company management, but also via specific internal capital, 
determined according to the Variable Margin Volatility (VMV) approach, which expresses the risk arising from the business 
mix of the Group and its business units. 

Strategic risk is also assessed as part of stress tests based on a multiple-factor model that describes the relations between changes 
in the economic scenario and the business mix resulting from planning hypotheses.  
 
Reputation risk 
The Intesa Sanpaolo Group attaches great importance to reputation risk, namely the current and prospective risk of a decrease in 
profits or capital due to a negative perception of the Bank’s image by customers, counterparties, shareholders, investors and 
supervisory authorities.  
The Group has adopted and published a Code of Ethics that sets out the basic values to which it intends to commit itself and 
enunciates the principles of conduct for dealings with all stakeholders (customers, employees, suppliers, shareholders, the 
environment and, more generally, the community) with objectives more ambitious than those required by mere compliance with 
the law. On the subject of customer relations, it should be recalled that the Group has set up a systematic dialogue process. It has 
also issued voluntary conduct policies (environmental policy and arms industry policy) and adopted international principles (UN 
Global Compact, UNEP FI, Equator Principles) aimed at pursuing respect for the environment and human rights. 
The Group also provides effective governance for compliance risk as a prerequisite for mitigating reputation risk. 
There has been a particular focus on financial advisory services for customers, for which the MiFID Directive was taken as an 
opportunity to update the entire marketing process and associated controls.  
Accordingly, the Group has reinforced its longstanding general arrangement, which calls for the adoption of processes supported 
by quantitative methods for managing the risk associated with customers’ investments in accordance with a broad interpretation 
of the law with the aim of safeguarding customers’ interests and the Group’s reputation. 
This has allowed assessments of adequacy during the process of structuring products and rendering advisory service to be 
supported by objective assessments that contemplate the true nature of the risks borne by customers when they undertake 
derivative transactions or subscribe for financial investments. 
More in particular, the marketing of financial products is also governed by specific advance risk assessment policies from the 
standpoint of both the Bank (along with risks, such as credit, financial and operational risks, that directly affect the owner) and 
the customer (sustainability in terms of risk to return ratio, flexibility, concentration, consistency with objectives and risk tolerance 
profiles, and knowledge and awareness of the products and services offered). 
 
Risk on owned real-estate assets 
The risk on owned real-estate assets may be defined as risk associated with the possibility of suffering financial losses due to an 
unfavourable change in the value of such assets and is thus included in the category of banking book financial risks. Real estate 
management is highly centralised and represents an investment that is largely intended for use in company operations. The degree 
of risk in the portfolio of owned properties is represented by using a VaR-type model based on indexes of mainly Italian real estate 
prices, which is the main type of exposure associated with the Group’s property portfolio. 
 
 

The Basel 2 Project 
As part of the Basel 2 Project, the goal of which is for the main Group companies to adopt advanced approaches, the Supervisory 
Authority granted authorisation to make the transition from the FIRB approach (in use since December 2008) to the AIRB 
approach for credit risks in the Corporate segment, effective the report as at 31 December 2010. The scope of application of the 
AIRB approach extends to the Parent Company, the network banks, Banca Infrastrutture Innovazione e Sviluppo and Mediocredito 
Italiano. Specific LGD models are currently being developed and will allow to move from  FIRB to AIRB for the product companies 
(Leasint and Mediofactoring) in the near future. The foreign bank VUB Banka obtained permission to use the FIRB approach 
effective the report as at 31 December 2010. For Banca IMI, which currently uses the standard approach, an application for 
authorisation of direct transition to the AIRB approach will be submitted in the first half of 2011. Recognition of the IRB approach 
for the Retail Mortgages segment was also obtained in June 2010. 
An application for authorisation of transition to the IRB approach for the SME Retail segment is expected to be submitted in the 
second half of 2011. 
The Group is also proceeding with development of the rating models for the other segments and the extension of the scope of 
companies for their application in accordance with a plan presented to the Supervisory Authority. 
With regard to operational risk, the Group was authorised, effective from 31 December 2009, to use the Advanced AMA 
Approaches (internal model) to determine the associated capital requirement on an initial scope that included the Banks and 
Companies of the Banca dei Territori Division (excluding network banks belonging to Cassa di Risparmio di Firenze Group, but 
including Casse del Centro), Leasint, Eurizon Capital and VUB Banka. Effective 31 December 2010, the Group was authorised to 
extend the Advanced approaches to a second set of companies within the Corporate and Investment Banking Division, in addition 
to Setefi, the remaining banks of the Cassa di Risparmio di Firenze Group and PBZ Banka. The remaining Companies currently 
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SECTION 1 – RISKS OF THE BANKING GROUP 
The Intesa Sanpaolo Group attaches great importance to risk management and control as conditions to ensure reliable and 
sustainable value creation in a context of controlled risk, protect the Group’s financial strength and reputation, and permit a 
transparent representation of the risk profile of its portfolios. 
The risk management strategy aims to achieve a complete and consistent overview of risks, given both the macroeconomic 
scenario and the Group’s risk profile, as well as to foster a culture of risk-awareness. 
The efforts of recent years to secure the Supervisory Authority’s validation of internal models for credit, operational, market and 
credit derivative risk should be seen in this context. 
The definition of operating limits related to market risk indicators, the use of risk measurement instruments in granting and 
monitoring loans and controlling operational risk and the use of capital at risk measures for management reporting and 
assessment of capital adequacy within the Group represent fundamental milestones in the operational application of the strategic 
and management guidelines defined by the Supervisory Board and the Management Board along the Group’s entire decision-
making chain, down to the single operating units and to the single desk. 
The main principles in risk management and control are: 
– clear identification of responsibility for acceptance of risk; 
– measurement and control systems in line with international best practices; 
– organisational separation between the functions that carry out day-to-day operations and those that carry out controls. 
The policies relating to the acceptance of risks are defined by the Supervisory Board and the Management Board of the Parent 
Company with support from specific operating Committees, the most important of which is the Control Committee, and from the 
Group Risk Governance Committee and Chief Risk Officer reporting directly to the Chief Executive Officer. 
Assessments of each single type of risk for the Group are integrated in a summary amount – the economic capital – defined as the 
maximum “unexpected” loss the Group might incur over a year. This is a key measure for determining the Group’s financial 
structure and its risk tolerance, and guiding operations, ensuring the balance between risks assumed and shareholder return. It is 
estimated on the basis of the current situation and also as a forecast, based on the budget assumptions and projected economic 
scenario under normal and stress conditions. The assessment of capital is included in business reporting and is submitted quarterly 
to the Group Risk Governance Committee, the Management Board and the Control Committee, as part of the Group’s Risks 
Tableau de Bord. 
The Group sets out these general principles in policies, limits and criteria applied to the various risk categories and business areas 
with specific risk tolerance sub-thresholds, in a comprehensive framework of governance, control limits and procedures. 
The risks identified, covered and incorporated within the economic capital, considering the benefits of diversification, are 
as follows: 
– credit and counterparty risk. This category also includes concentration risk, country risk and residual risks, both from 

securitisations and uncertainty on credit recovery rates; 
– market risk (trading book), including position, settlement and concentration risk on the trading book; 
– financial risk of the banking book, mostly represented by interest rate and foreign exchange rate risk; 
– operational risk, including legal risk; 
– liquidity risk; 
– strategic risk; 
– risk on equity investments not subject to line by line consolidation; 
– risk on real estate assets owned for whichever purpose; 
– reputation risk; 
– insurance risk. 
Risk hedging, given the nature, frequency and potential impact of the risk, is based on a constant balance between 
mitigation/hedging action, control procedures/processes and capital protection measures. 
The Parent Company is in charge of overall direction, management and control of risks. Group companies that generate credit 
and/or financial risks are assigned autonomy limits and each has its own control structure. For the main Group subsidiaries, these 
functions are performed, on the basis of an outsourcing contract, by the Parent Company’s risk control functions, which 
periodically report to the Board of Directors and the Audit Committee of the subsidiary. 
For the purposes described above, Intesa Sanpaolo uses a wide-ranging set of tools and techniques for risk assessment and 
management, detailed in this Part E of the Notes to the consolidated financial statements. 
The information provided in this part of the document is based on internal management data and does not necessarily coincide 
with that contained in Parts B and C. Tables and information for which the indication of “book values” is specifically required 
represent an exception. 
 
 

Other risks 
In addition to credit, market, operational and insurance risks, discussed in detail in the following paragraphs, the Group has also 
identified and monitors the following other risks. 
 
Strategic risk 
The Intesa Sanpaolo Group defines current or prospective strategic risk as risk associated with a potential decrease in profits or 
capital due to changes in the operating context, misguided company decisions, inadequate implementation of decisions, or an 
inability to react sufficiently to changes in the competitive scenario. 
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The Group’s response to strategic risk is represented first and foremost by policies and procedures that call for the most important 
decisions to be deferred to the Supervisory Board and the Management Board, supported by a current and forward-looking 
assessment of risks and capital adequacy. The high degree to which strategic decisions are made at the central level, with the 
involvement of the top corporate governance bodies and the support of various company functions, ensures that strategic risk 
is mitigated. 
An analysis of the definition of strategic risk leads to the observation that this risk is associated with two distinct 
fundamental components: 

− a component associated with the possible impact of misguided company decisions and an inability to react sufficiently to 
changes in the competitive scenario: this component does not require capital, but is one of the risks mitigated by the ways in 
which, and the levels at which, strategic decisions are reached, where all significant decisions are always supported by ad hoc 
activities aimed at identifying and measuring the risks implicit in the initiative; 

− the second component is more directly related to business risk; in other words, it is associated with the risk of a potential 
decrease in profits as a result of the inadequate implementation of decisions and changes in the operating context. This 
component is handled not only by using systems for regulating company management, but also via specific internal capital, 
determined according to the Variable Margin Volatility (VMV) approach, which expresses the risk arising from the business 
mix of the Group and its business units. 

Strategic risk is also assessed as part of stress tests based on a multiple-factor model that describes the relations between changes 
in the economic scenario and the business mix resulting from planning hypotheses.  
 
Reputation risk 
The Intesa Sanpaolo Group attaches great importance to reputation risk, namely the current and prospective risk of a decrease in 
profits or capital due to a negative perception of the Bank’s image by customers, counterparties, shareholders, investors and 
supervisory authorities.  
The Group has adopted and published a Code of Ethics that sets out the basic values to which it intends to commit itself and 
enunciates the principles of conduct for dealings with all stakeholders (customers, employees, suppliers, shareholders, the 
environment and, more generally, the community) with objectives more ambitious than those required by mere compliance with 
the law. On the subject of customer relations, it should be recalled that the Group has set up a systematic dialogue process. It has 
also issued voluntary conduct policies (environmental policy and arms industry policy) and adopted international principles (UN 
Global Compact, UNEP FI, Equator Principles) aimed at pursuing respect for the environment and human rights. 
The Group also provides effective governance for compliance risk as a prerequisite for mitigating reputation risk. 
There has been a particular focus on financial advisory services for customers, for which the MiFID Directive was taken as an 
opportunity to update the entire marketing process and associated controls.  
Accordingly, the Group has reinforced its longstanding general arrangement, which calls for the adoption of processes supported 
by quantitative methods for managing the risk associated with customers’ investments in accordance with a broad interpretation 
of the law with the aim of safeguarding customers’ interests and the Group’s reputation. 
This has allowed assessments of adequacy during the process of structuring products and rendering advisory service to be 
supported by objective assessments that contemplate the true nature of the risks borne by customers when they undertake 
derivative transactions or subscribe for financial investments. 
More in particular, the marketing of financial products is also governed by specific advance risk assessment policies from the 
standpoint of both the Bank (along with risks, such as credit, financial and operational risks, that directly affect the owner) and 
the customer (sustainability in terms of risk to return ratio, flexibility, concentration, consistency with objectives and risk tolerance 
profiles, and knowledge and awareness of the products and services offered). 
 
Risk on owned real-estate assets 
The risk on owned real-estate assets may be defined as risk associated with the possibility of suffering financial losses due to an 
unfavourable change in the value of such assets and is thus included in the category of banking book financial risks. Real estate 
management is highly centralised and represents an investment that is largely intended for use in company operations. The degree 
of risk in the portfolio of owned properties is represented by using a VaR-type model based on indexes of mainly Italian real estate 
prices, which is the main type of exposure associated with the Group’s property portfolio. 
 
 

The Basel 2 Project 
As part of the Basel 2 Project, the goal of which is for the main Group companies to adopt advanced approaches, the Supervisory 
Authority granted authorisation to make the transition from the FIRB approach (in use since December 2008) to the AIRB 
approach for credit risks in the Corporate segment, effective the report as at 31 December 2010. The scope of application of the 
AIRB approach extends to the Parent Company, the network banks, Banca Infrastrutture Innovazione e Sviluppo and Mediocredito 
Italiano. Specific LGD models are currently being developed and will allow to move from  FIRB to AIRB for the product companies 
(Leasint and Mediofactoring) in the near future. The foreign bank VUB Banka obtained permission to use the FIRB approach 
effective the report as at 31 December 2010. For Banca IMI, which currently uses the standard approach, an application for 
authorisation of direct transition to the AIRB approach will be submitted in the first half of 2011. Recognition of the IRB approach 
for the Retail Mortgages segment was also obtained in June 2010. 
An application for authorisation of transition to the IRB approach for the SME Retail segment is expected to be submitted in the 
second half of 2011. 
The Group is also proceeding with development of the rating models for the other segments and the extension of the scope of 
companies for their application in accordance with a plan presented to the Supervisory Authority. 
With regard to operational risk, the Group was authorised, effective from 31 December 2009, to use the Advanced AMA 
Approaches (internal model) to determine the associated capital requirement on an initial scope that included the Banks and 
Companies of the Banca dei Territori Division (excluding network banks belonging to Cassa di Risparmio di Firenze Group, but 
including Casse del Centro), Leasint, Eurizon Capital and VUB Banka. Effective 31 December 2010, the Group was authorised to 
extend the Advanced approaches to a second set of companies within the Corporate and Investment Banking Division, in addition 
to Setefi, the remaining banks of the Cassa di Risparmio di Firenze Group and PBZ Banka. The remaining Companies currently 
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using the Standardised approach will migrate progressively to the Advanced approaches starting from the end of 2011, based on 
the gradual rollout plan presented to the Supervisory Authority. 
In 2010 the Group presented its Internal Capital Adequacy Assessment Process Report as a "class 1" banking group, according to 
Bank of Italy classification, based on the extensive use of internal methodologies for the measurement of risk, internal capital and 
total capital available. 
 
As part of its adoption of Basel 2, the Group publishes information concerning capital adequacy, exposure to risks and the general 
characteristics of the systems aimed at identifying, monitoring and managing them in a document entitled “Basel 2 - Pillar 3” or 
simply “Pillar 3”. 
The document is published on the website (group.intesasanpaolo.com) each quarter, inasmuch as Intesa Sanpaolo is among the 
groups that have adopted validated internal approaches for credit, market and operational risk. 
 
 

The internal control system 
To ensure a sound and prudent management, Intesa Sanpaolo combines business profitability with an attentive risk-acceptance 
activity and an operating conduct based on fairness. 
Therefore, the Bank, in line with legal and supervisory regulations in force and consistently with the Code of conduct of listed 
companies, has adopted an internal control system capable of identifying, measuring and continuously monitoring the risks typical 
of its business activities. 
Intesa Sanpaolo’s internal control system is built around a set of rules, procedures and organisational structures aimed at ensuring 
compliance with Company strategies and the achievement of the following objectives: 
– the effectiveness and efficiency of Company processes; 
– the safeguard of asset value and protection from losses; 
– reliability and integrity of accounting and management information; 
– transaction compliance with the law, supervisory regulations as well as policies, plans, procedures and internal regulations; 
The internal control system is characterised by a documentary infrastructure (regulatory framework) that provides organised and 
systematic access to the guidelines, procedures, organisational structures, and risks and controls within the business, incorporating 
both the Company policies and the instructions of the Supervisory Authorities, and provisions of law, including the principles laid 
down in Legislative Decree 231/2001 and Law 262/2005. 
The regulatory framework consists of “Governance Documents” that oversee the operation of the Bank (Articles of Association, 
Code of Ethics, Group Regulations, Authorities and powers, Policies, Guidelines, Function charts of the Organisational Structures, 
Organisational Models, etc.) and of more strictly operational regulations that govern business processes, individual operations and 
the associated controls. 
More specifically, the Company rules set out organisational solutions that: 
– ensure sufficient separation between the operational and control functions and prevent situations of conflict of interest in the 

assignment of responsibilities; 
– are capable of adequately identifying, measuring and monitoring the main risks assumed in the various operational segments; 
– enable the recording, with an adequate level of detail, of every operational event and, in particular, of every transaction, 

ensuring their correct allocation over time; 
– guarantee reliable information systems and suitable reporting procedures for the various managerial levels assigned the 

functions of governance and control; 
– ensure the prompt notification to the appropriate levels within the business and the swift handling of any anomalies found by 

the business units and the control functions. 
The Company’s organisational solutions also enable the uniform and formalised identification of responsibilities, particularly in 
relation to the tasks of controlling and correcting the irregularities found. 
At Corporate Governance level, Intesa Sanpaolo has adopted a dual governance model, in which the functions of control and 
strategic management, performed by the Supervisory Board, are separated from the management of the Company, which is 
exercised by the Management Board in accordance with the provisions of art. 2409-octies and subsequent of the Italian Civil Code 
and art. 147-ter and subsequent of the Consolidated Law on Finance. 
The Supervisory Board has established an internal Control Committee that proposes, advises and enquires on matters regarding 
the internal control system, risk management and the accounting and IT system. The Committee also performs the duties and 
tasks of a surveillance body pursuant to Legislative Decree 231/2001 on the administrative responsibility of companies, supervising 
operations and compliance with the Organisational, Management and Control Model adopted by the Bank. 
From a more strictly operational perspective the Bank has identified the following macro types of control: 
– line controls, aimed at ensuring the correct application of day-to-day activities and single transactions. Normally, such controls 

are carried out by the productive structures (business or support) or incorporated in IT procedures or executed as part of back 
office activities; 

– risk management controls, which are aimed at contributing to the definition of risk management methodologies, at verifying 
the respect of limits assigned to the various operating functions and at controlling the consistency of operations of single 
productive structures with assigned risk-return targets. These are not normally carried out by the productive structures; 

– compliance controls, made up of policies and procedures which identify, assess, check and manage the risk of non-compliance 
with laws, Supervisory Authority measures or self-regulating codes, as well as any other rule which may apply to the Bank; 

– internal auditing, aimed at identifying anomalous trends, violations of procedures and regulations, as well as assessing the 
overall functioning of the internal control system. It is performed by different structures which are independent from 
productive structures. 

The internal control system is periodically reviewed and adapted in relation to business development and the reference context. 
As a consequence, Intesa Sanpaolo’s control structure is in compliance with the instructions issued by the Supervisory Authorities. 
Indeed, alongside an intricate system of line controls involving all the function heads and personnel, a Chief Risk Officer area has 
been established specifically dedicated to second level controls that incorporates both units responsible for the control of risk 
management (in particular, the Risk Management Department, Credit Quality Monitoring, and Internal Validation in accordance 
with Basel 2 rules), and the management of compliance controls (Compliance Department). Also reporting to the Chief Risk 
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Officer is the Legal Affairs Department, which monitors and controls the legal risk of Intesa Sanpaolo and its Group. 
There is also a dedicated Internal Auditing Department, which reports directly to the Chairman of the Management Board and the 
Chairman of the Supervisory Board, and is also functionally linked to the Control Committee. 
 
The Internal Auditing Department 
With regard to internal auditing activities, the Internal Auditing Department is responsible for ensuring the ongoing and 
independent surveillance of the regular progress of the Bank’s operations and processes for the purpose of preventing or 
identifying any anomalous or risky behaviour or situation, assessing the functionality of the overall internal control system and its 
adequacy in ensuring the effectiveness and efficiency of company processes, the safeguarding of asset value and loss protection, 
the reliability and completeness of accounting and management information, and the compliance of transactions with the policies 
set out by the Company’s administrative bodies and internal and external regulations. 
Furthermore, it provides consulting to the Bank’s and the Group’s departments, also through participation in projects, for the 
purpose of adding value and improving effectiveness of control, risk management and organisation governance processes. 
The Internal Auditing Department uses personnel with the appropriate professional skills and expertise and ensures that its 
activities are performed in accordance with international best practice and standards for internal auditing established by the 
Institute of Internal Auditors (IIA). 
The Internal Auditing Department has a structure and a control model which is organised consistently with the divisional model of 
Intesa Sanpaolo and the Group.  
During the year, the auditing was performed directly for the Parent Company Intesa Sanpaolo and for Banche dei Territori, and 
also for a limited number of other subsidiaries with an outsourcing contract. For the other Group companies second level controls 
were conducted (indirect surveillance). 
Supervision activity was conditioned by the continuing delicate economic scenario. Consequently, also in accordance with 
instructions issued by the Control Committee and the Top Management, verifications were aimed at monitoring the evolution of 
the risks associated with credit quality, financial operations, the Group’s Investment Banking and other international activities. 
Direct surveillance was carried out in particular through: 
– the control of the operational processes of network and central structures, with verifications, also through on-site 

interventions, on the functionality of line controls in place, of the respect of internal and external regulations, of the reliability 
of operational structures and delegation mechanisms, of correctness of available information in the various activities and of 
their adequate use with free and independent access to functions, data and documentation and application of adequate tools 
and methodologies; 

– the surveillance, via distance monitoring integrated by on-site visits, of the credit origination and management process, 
verifying its adequacy with respect to the risk control system and the functioning of measurement mechanisms in place; 

– the surveillance over the process for the measurement, management and control of the Group’s exposure to market, 
counterparty, operational and credit risks, periodically reviewing the internal validation of the models and the ICAAP process 
developed for Basel 2 and the Prudential Supervisory regulations; 

– the verification of the control processes carried out by compliance risk management functions, in particular of provisions of 
law concerning embargoes, money laundering, investment services, conflicts of interest, transactions with related parties, 
transparency, and the administrative liability of entities pursuant to Legislative Decree 231/01; 

– the valuation of adequacy and effectiveness of information technology system development and management processes, to 
ensure their reliability, security and functionality; 

– the surveillance of the processes related to financial operations and the adequacy of related risks control systems;  
– the verification of the operations performed by foreign branches, with interventions by internal auditors both local and from 

the Head Office; 
– the timely performance of the activities requested by Supervisory Authorities in specific areas such as management 

compensation and incentive systems, the Parent Company's management and coordination powers over asset management 
companies and obligations under new authorisations. 

During the year the Internal Auditing Department also ensured the supervision of all the main development projects paying 
particular attention to control mechanisms in the new Bank’s models and processes and, in general, to the efficiency and the 
effectiveness of the control system established within the Group. 
Indirect surveillance was conducted via direction and functional coordination of the Auditing structures in subsidiaries, for the 
purpose of ensuring control consistency and adequate attention to the different types of risks, also verifying the effectiveness and 
efficiency levels under both the structural and operational profile. Direct reviews and verification interventions were 
also conducted. 
In conducting its duties, the Internal Auditing Department used methodologies for the preliminary analysis of risks in the various 
areas. Based on the assessments made and on the consequent priorities, the Internal Auditing Department prepared and 
submitted an Annual Intervention Plan for prior examination to the Control Committee, the Management Board and the 
Supervisory Board, on the basis of which it conducted its activities during the year, completing the scheduled audits. 
Any weak points have been systematically notified to the Departments involved for prompt improvement actions which are 
monitored by follow-up activities.  
The valuations of the internal control system deriving from the checks have been periodically transmitted to the Control 
Committee, to the Management Board and to the Supervisory Board which receive detailed updates also on the state of solutions 
under way to mitigate weaknesses; furthermore, the most significant events have been promptly signalled to the 
Control Committee. 
A similar approach is used with respect to the responsibilities of administrative bodies pursuant to Legislative Decree 231/01 for 
the Control Committee, as surveillance body. 
Finally, the Internal Auditing Department ensured constant assessment of its own efficacy and efficiency in line with the internal 
“quality assurance and improvement" plan drafted in accordance with the recommendations of international standards for 
professional practice. In this regard, a specifically authorised external firm is currently conducting the Quality Assessment Review 
required by those standards. 
 
 

272

11_298_0BRO_BILANCIO_COMPLETO_2010_UK.indd   27211_298_0BRO_BILANCIO_COMPLETO_2010_UK.indd   272 05/10/11   21.0305/10/11   21.03



 
 

 

Notes to the consolidated financial statements – Part E – Information on risks and relative hedging policies 

 

272 

using the Standardised approach will migrate progressively to the Advanced approaches starting from the end of 2011, based on 
the gradual rollout plan presented to the Supervisory Authority. 
In 2010 the Group presented its Internal Capital Adequacy Assessment Process Report as a "class 1" banking group, according to 
Bank of Italy classification, based on the extensive use of internal methodologies for the measurement of risk, internal capital and 
total capital available. 
 
As part of its adoption of Basel 2, the Group publishes information concerning capital adequacy, exposure to risks and the general 
characteristics of the systems aimed at identifying, monitoring and managing them in a document entitled “Basel 2 - Pillar 3” or 
simply “Pillar 3”. 
The document is published on the website (group.intesasanpaolo.com) each quarter, inasmuch as Intesa Sanpaolo is among the 
groups that have adopted validated internal approaches for credit, market and operational risk. 
 
 

The internal control system 
To ensure a sound and prudent management, Intesa Sanpaolo combines business profitability with an attentive risk-acceptance 
activity and an operating conduct based on fairness. 
Therefore, the Bank, in line with legal and supervisory regulations in force and consistently with the Code of conduct of listed 
companies, has adopted an internal control system capable of identifying, measuring and continuously monitoring the risks typical 
of its business activities. 
Intesa Sanpaolo’s internal control system is built around a set of rules, procedures and organisational structures aimed at ensuring 
compliance with Company strategies and the achievement of the following objectives: 
– the effectiveness and efficiency of Company processes; 
– the safeguard of asset value and protection from losses; 
– reliability and integrity of accounting and management information; 
– transaction compliance with the law, supervisory regulations as well as policies, plans, procedures and internal regulations; 
The internal control system is characterised by a documentary infrastructure (regulatory framework) that provides organised and 
systematic access to the guidelines, procedures, organisational structures, and risks and controls within the business, incorporating 
both the Company policies and the instructions of the Supervisory Authorities, and provisions of law, including the principles laid 
down in Legislative Decree 231/2001 and Law 262/2005. 
The regulatory framework consists of “Governance Documents” that oversee the operation of the Bank (Articles of Association, 
Code of Ethics, Group Regulations, Authorities and powers, Policies, Guidelines, Function charts of the Organisational Structures, 
Organisational Models, etc.) and of more strictly operational regulations that govern business processes, individual operations and 
the associated controls. 
More specifically, the Company rules set out organisational solutions that: 
– ensure sufficient separation between the operational and control functions and prevent situations of conflict of interest in the 

assignment of responsibilities; 
– are capable of adequately identifying, measuring and monitoring the main risks assumed in the various operational segments; 
– enable the recording, with an adequate level of detail, of every operational event and, in particular, of every transaction, 

ensuring their correct allocation over time; 
– guarantee reliable information systems and suitable reporting procedures for the various managerial levels assigned the 

functions of governance and control; 
– ensure the prompt notification to the appropriate levels within the business and the swift handling of any anomalies found by 

the business units and the control functions. 
The Company’s organisational solutions also enable the uniform and formalised identification of responsibilities, particularly in 
relation to the tasks of controlling and correcting the irregularities found. 
At Corporate Governance level, Intesa Sanpaolo has adopted a dual governance model, in which the functions of control and 
strategic management, performed by the Supervisory Board, are separated from the management of the Company, which is 
exercised by the Management Board in accordance with the provisions of art. 2409-octies and subsequent of the Italian Civil Code 
and art. 147-ter and subsequent of the Consolidated Law on Finance. 
The Supervisory Board has established an internal Control Committee that proposes, advises and enquires on matters regarding 
the internal control system, risk management and the accounting and IT system. The Committee also performs the duties and 
tasks of a surveillance body pursuant to Legislative Decree 231/2001 on the administrative responsibility of companies, supervising 
operations and compliance with the Organisational, Management and Control Model adopted by the Bank. 
From a more strictly operational perspective the Bank has identified the following macro types of control: 
– line controls, aimed at ensuring the correct application of day-to-day activities and single transactions. Normally, such controls 

are carried out by the productive structures (business or support) or incorporated in IT procedures or executed as part of back 
office activities; 

– risk management controls, which are aimed at contributing to the definition of risk management methodologies, at verifying 
the respect of limits assigned to the various operating functions and at controlling the consistency of operations of single 
productive structures with assigned risk-return targets. These are not normally carried out by the productive structures; 

– compliance controls, made up of policies and procedures which identify, assess, check and manage the risk of non-compliance 
with laws, Supervisory Authority measures or self-regulating codes, as well as any other rule which may apply to the Bank; 

– internal auditing, aimed at identifying anomalous trends, violations of procedures and regulations, as well as assessing the 
overall functioning of the internal control system. It is performed by different structures which are independent from 
productive structures. 

The internal control system is periodically reviewed and adapted in relation to business development and the reference context. 
As a consequence, Intesa Sanpaolo’s control structure is in compliance with the instructions issued by the Supervisory Authorities. 
Indeed, alongside an intricate system of line controls involving all the function heads and personnel, a Chief Risk Officer area has 
been established specifically dedicated to second level controls that incorporates both units responsible for the control of risk 
management (in particular, the Risk Management Department, Credit Quality Monitoring, and Internal Validation in accordance 
with Basel 2 rules), and the management of compliance controls (Compliance Department). Also reporting to the Chief Risk 
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Officer is the Legal Affairs Department, which monitors and controls the legal risk of Intesa Sanpaolo and its Group. 
There is also a dedicated Internal Auditing Department, which reports directly to the Chairman of the Management Board and the 
Chairman of the Supervisory Board, and is also functionally linked to the Control Committee. 
 
The Internal Auditing Department 
With regard to internal auditing activities, the Internal Auditing Department is responsible for ensuring the ongoing and 
independent surveillance of the regular progress of the Bank’s operations and processes for the purpose of preventing or 
identifying any anomalous or risky behaviour or situation, assessing the functionality of the overall internal control system and its 
adequacy in ensuring the effectiveness and efficiency of company processes, the safeguarding of asset value and loss protection, 
the reliability and completeness of accounting and management information, and the compliance of transactions with the policies 
set out by the Company’s administrative bodies and internal and external regulations. 
Furthermore, it provides consulting to the Bank’s and the Group’s departments, also through participation in projects, for the 
purpose of adding value and improving effectiveness of control, risk management and organisation governance processes. 
The Internal Auditing Department uses personnel with the appropriate professional skills and expertise and ensures that its 
activities are performed in accordance with international best practice and standards for internal auditing established by the 
Institute of Internal Auditors (IIA). 
The Internal Auditing Department has a structure and a control model which is organised consistently with the divisional model of 
Intesa Sanpaolo and the Group.  
During the year, the auditing was performed directly for the Parent Company Intesa Sanpaolo and for Banche dei Territori, and 
also for a limited number of other subsidiaries with an outsourcing contract. For the other Group companies second level controls 
were conducted (indirect surveillance). 
Supervision activity was conditioned by the continuing delicate economic scenario. Consequently, also in accordance with 
instructions issued by the Control Committee and the Top Management, verifications were aimed at monitoring the evolution of 
the risks associated with credit quality, financial operations, the Group’s Investment Banking and other international activities. 
Direct surveillance was carried out in particular through: 
– the control of the operational processes of network and central structures, with verifications, also through on-site 

interventions, on the functionality of line controls in place, of the respect of internal and external regulations, of the reliability 
of operational structures and delegation mechanisms, of correctness of available information in the various activities and of 
their adequate use with free and independent access to functions, data and documentation and application of adequate tools 
and methodologies; 

– the surveillance, via distance monitoring integrated by on-site visits, of the credit origination and management process, 
verifying its adequacy with respect to the risk control system and the functioning of measurement mechanisms in place; 

– the surveillance over the process for the measurement, management and control of the Group’s exposure to market, 
counterparty, operational and credit risks, periodically reviewing the internal validation of the models and the ICAAP process 
developed for Basel 2 and the Prudential Supervisory regulations; 

– the verification of the control processes carried out by compliance risk management functions, in particular of provisions of 
law concerning embargoes, money laundering, investment services, conflicts of interest, transactions with related parties, 
transparency, and the administrative liability of entities pursuant to Legislative Decree 231/01; 

– the valuation of adequacy and effectiveness of information technology system development and management processes, to 
ensure their reliability, security and functionality; 

– the surveillance of the processes related to financial operations and the adequacy of related risks control systems;  
– the verification of the operations performed by foreign branches, with interventions by internal auditors both local and from 

the Head Office; 
– the timely performance of the activities requested by Supervisory Authorities in specific areas such as management 

compensation and incentive systems, the Parent Company's management and coordination powers over asset management 
companies and obligations under new authorisations. 

During the year the Internal Auditing Department also ensured the supervision of all the main development projects paying 
particular attention to control mechanisms in the new Bank’s models and processes and, in general, to the efficiency and the 
effectiveness of the control system established within the Group. 
Indirect surveillance was conducted via direction and functional coordination of the Auditing structures in subsidiaries, for the 
purpose of ensuring control consistency and adequate attention to the different types of risks, also verifying the effectiveness and 
efficiency levels under both the structural and operational profile. Direct reviews and verification interventions were 
also conducted. 
In conducting its duties, the Internal Auditing Department used methodologies for the preliminary analysis of risks in the various 
areas. Based on the assessments made and on the consequent priorities, the Internal Auditing Department prepared and 
submitted an Annual Intervention Plan for prior examination to the Control Committee, the Management Board and the 
Supervisory Board, on the basis of which it conducted its activities during the year, completing the scheduled audits. 
Any weak points have been systematically notified to the Departments involved for prompt improvement actions which are 
monitored by follow-up activities.  
The valuations of the internal control system deriving from the checks have been periodically transmitted to the Control 
Committee, to the Management Board and to the Supervisory Board which receive detailed updates also on the state of solutions 
under way to mitigate weaknesses; furthermore, the most significant events have been promptly signalled to the 
Control Committee. 
A similar approach is used with respect to the responsibilities of administrative bodies pursuant to Legislative Decree 231/01 for 
the Control Committee, as surveillance body. 
Finally, the Internal Auditing Department ensured constant assessment of its own efficacy and efficiency in line with the internal 
“quality assurance and improvement" plan drafted in accordance with the recommendations of international standards for 
professional practice. In this regard, a specifically authorised external firm is currently conducting the Quality Assessment Review 
required by those standards. 
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Certification as required by art. 154-bis of the Consolidated Law on Finance 
As required by art. 154-bis of the Consolidated Law on Finance, the delegated management bodies and the Manager responsible 
for preparing the Company’s financial reports must issue a specific report annexed to the financial statements in which it is 
certified that the administrative and accounting procedures were adequate and effectively applied during the period, the 
Company’s accounting documents match the contents of accounting books and records, the documents are suitable to providing 
a true and fair view of the assets, liabilities, profit or loss and financial position of the Company and the set of companies included 
in the scope of consolidation, and the analysis of the Group’s performance and results presented in the Report on operations is 
reliable, along with a description of the main risks and uncertainties to which the Group is exposed. 
Intesa Sanpaolo has established a governance and control system that is appropriate to monitoring the risks typical of the 
company and the Group on an ongoing basis. In detail, the internal control system for accounting and financial information is 
supervised by the Manager responsible for preparing the Company’s financial reports in accordance with the Company 
Regulations “Guidelines for administrative and financial governance”. 
The monitoring of the quality of accounting and financial information is based on a joint review of: 

– the organisational arrangements and functionality of internal controls of financial information, through a review plan aimed at 
constantly evaluating the adequacy and effective application of the administrative and accounting procedures instrumental to 
the preparation of financial statement documents and all other financial disclosures including, in particular, the Basel 2 Pillar 3 
disclosure document. To the extent functional to documenting the quality of accounting data flows and information presented 
to the market, reviews are conducted not only of administrative and accounting processes, narrowly construed, but also of all 
phases of work that involve acquiring, recording, processing and presenting data managed in guidance and control processes 
(planning, management control and risk control), business processes (lending, financial intermediation, asset management and 
insurance, etc.), supporting processes (operations) and general governance rules for technological infrastructure and 
applications that ensure proper management of information processes and appropriate forms of monitoring of development 
activities regarding systems; 

– the completeness and consistency of the information disclosed to the market by enhancing internal communications processes 
through the regular acquisition by the Manager responsible for preparing the Company's financial reports of a structured 
system of information flows; the functions of the Parent Company and subsidiaries regularly disclose significant events for the 
purposes of accounting and financial information, especially as regards the main risks and uncertainties to which they 
are exposed. 

The Manager responsible for preparing the Company’s financial reports, aided by the Administrative and Financial Governance 
Unit, has identified the scope of the subsidiaries viewed as material to financial information on the basis of their respective 
contributions to captions of the consolidated income statement and balance sheet and assessments of business complexity and 
underlying risk types. In detail, the schedule of reviews of the adequacy and effective application of administrative and accounting 
procedures privileged the examination of: 
– the reliability of the processes of producing, processing and disseminating the financial statement information deemed 

most sensitive; 
– the processes of presenting the main risks and uncertainties to which the Company and the Group are exposed, as well as the 

criteria for determining the assumptions on which valuation and estimation models are based. 
The resulting work schedule was implemented in accordance with the criteria set out in the Regulation “Guidelines for 
administrative and financial governance”, with the application of the methods taken as reference, which reflect international 
standards deriving from the COSO and COBIT Framework1 to ensure homogeneous application of the verification process and 
valuation criteria throughout the Group.  
The method involves an initial assessment of the overall internal control system at the Company-wide level aimed at determining 
whether there are adequate governance systems, standards of conduct inspired by ethics and integrity, effective organisational 
structures, a clear structure of delegated powers and responsibilities, adequate risk policies, effective codes of conduct and fraud 
prevention systems and personnel disciplinary systems. These areas are examined on the basis of evidence provided by Internal 
Auditing functions, followed by further inquiry by the Manager responsible for preparing the Company's financial reports into 
regulations, organisational arrangements and the operating mechanisms most relevant to management of the administrative and 
accounting system. 
The method then calls for further development of assessments involving a review of the adequacy and effective application of 
administrative and accounting procedures and governance rules for technological infrastructure and applications. This examination 
is conducted in part according to specific methods, reinforced by auditing standards, overseen by the Manager responsible for 
preparing the Company's financial reports through dedicated structures (Administrative and Financial Governance Unit) and in 
part on the basis of evidence provided by the various Company control functions with a view towards maximising synergies. 
After completing this process, each Company then produced a Report on the internal control system functional to financial 
reporting, which was enhanced and completed in concert with the Parent Company’s Administrative and Financial Governance 
Unit before being formally sent to the Manager responsible for preparing the Company’s financial reports. These Reports, 
presented as part of the periodic information provided to each company’s supervisory bodies, were drafted to include: 
– the outcomes of reviews conducted by control functions that support the work schedule set by the Manager responsible for 

preparing the Company's financial reports and elements for further inquiry with the management and any suggestions from 
the Independent Auditors in the performance of their duties; 

– the information flows sent to the Manager responsible for preparing the Company's financial statements by the companies in 
accordance with the Administrative and financial governance regulations, with the aim of presenting facts that may have a 
material effect on earnings or financial position and the elements required for an analysis of operating performance and 
margins, as well as for an appreciation of the main risks and potential uncertainties to which they are exposed. 

The Reports present an overview of the Company's situation, with a particular focus on factors of operational complexity that may 
be reflected in the quality of accounting information processes and the system of controls conceived to safeguard them. In 

                                                 
1
 The COSO Framework was prepared by the Committee of Sponsoring Organizations of the Treadway Commission, the U.S. organisation 

dedicated to improving the quality of financial reporting through ethical standards and an effective system for corporate governance and 
organisation. The COBIT Framework - Control Objectives for IT and related technology is a set of rules prepared by the IT Governance Institute, 
the U.S. organisation whose aim is to define and improve the standards of corporate IT. 
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particular, a detailed description is provided of the schedule of reviews carried out during the year, with a summary of the results 
and an accurate description of any situations of deficiency detected and the measures taken to restore full functionality of 
administrative and accounting procedures. 
Once the joint assessment process with the companies has been completed, culminating in each company sending its Report and 
certification of the delegated body's responsibility to the Manager responsible for preparing the Company's financial reports, the 
Administrative and Financial Governance Unit completes the Group Report, which contains: 
– an account of the state of application of the administrative and financial governance model adopted in the Group and the 

main initiatives promoted by the Manager responsible for preparing the Company's financial reports in order to reinforce the 
administrative and accounting system. In particular, the Group Accounting Rules were issued during the year as a 
compendium of the systematic updating of accounting rules and an important project was developed with the aim of 
rationalising the information technology architecture that underlies the generation of the Group's accounting information; 

– a description and in-depth analysis of any malfunctions detected, specifying the potential risk of the distortion of information 
contained in the transaction flows in question, the accounts that may be affected and the compensatory controls that had a 
mitigating effect, scaling assessments of deficiencies on the basis of the values and information presented at the 
consolidated level;  

– an overarching judgment is expressed, considering both the information provided during the period by the Parent Company’s 
functions and the subsidiaries and the opinions stated by management of any suggestions made by the independent auditors. 

 

Following completion of the reviews conducted during the year to express an opinion of the adequacy and effective application of 
controls of administrative and accounting procedures, the reliability of the internal control system for accounting and financial 
information is confirmed. 
However, the fact that administrative and accounting procedures are suitable to providing an accurate representation of the 
assets, liabilities, profit or loss and financial position of the Bank and Group in the financial statements does not mean that there is 
not room for improvement, which is then the object of measures taken by the interested units and the supervision provided by the 
Manager responsible for preparing the Company’s financial reports.  
The information was presented to the Control Committee, Management Board and Supervisory Board in relation to their 
respective spheres of competence. 
The work done provided the basis for the Managing Director – CEO and Manager responsible for preparing the Company’s 
financial reports to issue the certifications required by art. 154-bis of Legislative Decree 58/98 with respect to the 2010 Annual 
Report, in accordance with the model established by the Consob Regulation (Annex 3c-ter to the Issuers Regulation). 
 

The Compliance Department 
The government of compliance risk is of strategic importance to the Intesa Sanpaolo Group as it considers compliance with the 
regulations and fairness in business to be fundamental to the conduct of banking operations, which by nature is founded on trust. 
The management of non-compliance risk is assigned to the Compliance Department, established in June 2008, in accordance with 
the supervisory regulations issued by the Bank of Italy on 10 July 2007 and the rules contained in the Joint Regulation issued by 
Consob and the Bank of Italy on 29 October 2007. The Compliance Department reports to the Chief Risk Officer. 
The Group's Compliance Model is set out in the Guidelines approved by Intesa Sanpaolo's Management Board and Supervisory 
Board. These Guidelines identify the responsibilities and macro processes for compliance, aimed at mitigating the risk of non-
compliance through a joint effort by all the company functions. The Compliance Department is responsible, in particular, for 
overseeing the guidelines, policies and methodologies relating to the management of non-compliance risk. The Compliance 
Department, including through the coordination of other corporate functions, is also responsible for the identification and 
assessment of the risks of non-compliance, the proposal of the functional and organisational measures for their mitigation, the 
assessment of the company’s bonus system, the pre-assessment of the compliance of innovative projects, operations and new 
products and services, the provision of advice and assistance to the governing bodies and the business units in all areas with a 
significant risk of non-compliance, the monitoring, including through the use of information provided by the Internal Auditing 
Department, of ongoing compliance, and the promotion of a corporate culture founded on the principles of honesty, fairness and 
respect for the spirit and the letter of the rules. 
The Compliance Department submits periodic reports to Corporate Bodies on the adequacy of compliance control. On an annual 
basis, these reports include an identification and assessment of the primary non-compliance risks to which the Group is exposed 
and a schedule of the associated management measures, and on a semi-annual basis they include a description of the activities 
performed, critical issues noted, and remedies identified. A specific notice is also given when events of particular significance 
occur. A supplemented report is also periodically presented to the competent corporate bodies. This support is drafted by units 
charged with second-tier controls and aims to provide a comprehensive overview of the Group’s supervision of operational and 
reputation risk. The document, the preparation of which also involves the use of information provided by the Internal Auditing 
Department, draws attention to the most highly critical areas and the state of progress of activities aimed at mitigating the 
risks identified. 
The Compliance Guidelines call for the adoption of two distinct models in relation to direction and control of the Group. These 
models are organised in such a way as to account for the Intesa Sanpaolo Group’s structure in operational and territorial terms. 
In particular: 
– compliance supervision activities for specifically identified Network Banks and Italian Companies whose operations show a 

high degree of integration with the Parent Company are centralised with the Compliance Department; 
– for the other Companies, specifically identified on the basis of the existence of a legal obligation or their material nature, as 

well as for Branches Abroad, an internal compliance function is established and a local Compliance Officer is appointed. In 
functional terms, the Compliance Officer reports to the Compliance Department and is assigned compliance responsibilities. 

The activities carried out during the year concentrated on the regulatory areas considered to be the most significant in terms of 
non-compliance risk. In particular: 
– the process of bringing the financial intermediation and investment services area into compliance with the MiFID Directive 

continued to be supervised. As required by the implementing regulations issued by Supervisory Authorities and on the basis of 
specific requests from Authorities, this process involved changes to governance and organisational systems consisting of 
drafting policies, processes and procedures, with a particular focus on enhancing customer service and supervision of conflicts 
of interest and personal transactions; compliance activities also involved launching the required training initiatives, clearing 
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Certification as required by art. 154-bis of the Consolidated Law on Finance 
As required by art. 154-bis of the Consolidated Law on Finance, the delegated management bodies and the Manager responsible 
for preparing the Company’s financial reports must issue a specific report annexed to the financial statements in which it is 
certified that the administrative and accounting procedures were adequate and effectively applied during the period, the 
Company’s accounting documents match the contents of accounting books and records, the documents are suitable to providing 
a true and fair view of the assets, liabilities, profit or loss and financial position of the Company and the set of companies included 
in the scope of consolidation, and the analysis of the Group’s performance and results presented in the Report on operations is 
reliable, along with a description of the main risks and uncertainties to which the Group is exposed. 
Intesa Sanpaolo has established a governance and control system that is appropriate to monitoring the risks typical of the 
company and the Group on an ongoing basis. In detail, the internal control system for accounting and financial information is 
supervised by the Manager responsible for preparing the Company’s financial reports in accordance with the Company 
Regulations “Guidelines for administrative and financial governance”. 
The monitoring of the quality of accounting and financial information is based on a joint review of: 

– the organisational arrangements and functionality of internal controls of financial information, through a review plan aimed at 
constantly evaluating the adequacy and effective application of the administrative and accounting procedures instrumental to 
the preparation of financial statement documents and all other financial disclosures including, in particular, the Basel 2 Pillar 3 
disclosure document. To the extent functional to documenting the quality of accounting data flows and information presented 
to the market, reviews are conducted not only of administrative and accounting processes, narrowly construed, but also of all 
phases of work that involve acquiring, recording, processing and presenting data managed in guidance and control processes 
(planning, management control and risk control), business processes (lending, financial intermediation, asset management and 
insurance, etc.), supporting processes (operations) and general governance rules for technological infrastructure and 
applications that ensure proper management of information processes and appropriate forms of monitoring of development 
activities regarding systems; 

– the completeness and consistency of the information disclosed to the market by enhancing internal communications processes 
through the regular acquisition by the Manager responsible for preparing the Company's financial reports of a structured 
system of information flows; the functions of the Parent Company and subsidiaries regularly disclose significant events for the 
purposes of accounting and financial information, especially as regards the main risks and uncertainties to which they 
are exposed. 

The Manager responsible for preparing the Company’s financial reports, aided by the Administrative and Financial Governance 
Unit, has identified the scope of the subsidiaries viewed as material to financial information on the basis of their respective 
contributions to captions of the consolidated income statement and balance sheet and assessments of business complexity and 
underlying risk types. In detail, the schedule of reviews of the adequacy and effective application of administrative and accounting 
procedures privileged the examination of: 
– the reliability of the processes of producing, processing and disseminating the financial statement information deemed 

most sensitive; 
– the processes of presenting the main risks and uncertainties to which the Company and the Group are exposed, as well as the 

criteria for determining the assumptions on which valuation and estimation models are based. 
The resulting work schedule was implemented in accordance with the criteria set out in the Regulation “Guidelines for 
administrative and financial governance”, with the application of the methods taken as reference, which reflect international 
standards deriving from the COSO and COBIT Framework1 to ensure homogeneous application of the verification process and 
valuation criteria throughout the Group.  
The method involves an initial assessment of the overall internal control system at the Company-wide level aimed at determining 
whether there are adequate governance systems, standards of conduct inspired by ethics and integrity, effective organisational 
structures, a clear structure of delegated powers and responsibilities, adequate risk policies, effective codes of conduct and fraud 
prevention systems and personnel disciplinary systems. These areas are examined on the basis of evidence provided by Internal 
Auditing functions, followed by further inquiry by the Manager responsible for preparing the Company's financial reports into 
regulations, organisational arrangements and the operating mechanisms most relevant to management of the administrative and 
accounting system. 
The method then calls for further development of assessments involving a review of the adequacy and effective application of 
administrative and accounting procedures and governance rules for technological infrastructure and applications. This examination 
is conducted in part according to specific methods, reinforced by auditing standards, overseen by the Manager responsible for 
preparing the Company's financial reports through dedicated structures (Administrative and Financial Governance Unit) and in 
part on the basis of evidence provided by the various Company control functions with a view towards maximising synergies. 
After completing this process, each Company then produced a Report on the internal control system functional to financial 
reporting, which was enhanced and completed in concert with the Parent Company’s Administrative and Financial Governance 
Unit before being formally sent to the Manager responsible for preparing the Company’s financial reports. These Reports, 
presented as part of the periodic information provided to each company’s supervisory bodies, were drafted to include: 
– the outcomes of reviews conducted by control functions that support the work schedule set by the Manager responsible for 

preparing the Company's financial reports and elements for further inquiry with the management and any suggestions from 
the Independent Auditors in the performance of their duties; 

– the information flows sent to the Manager responsible for preparing the Company's financial statements by the companies in 
accordance with the Administrative and financial governance regulations, with the aim of presenting facts that may have a 
material effect on earnings or financial position and the elements required for an analysis of operating performance and 
margins, as well as for an appreciation of the main risks and potential uncertainties to which they are exposed. 

The Reports present an overview of the Company's situation, with a particular focus on factors of operational complexity that may 
be reflected in the quality of accounting information processes and the system of controls conceived to safeguard them. In 

                                                 
1
 The COSO Framework was prepared by the Committee of Sponsoring Organizations of the Treadway Commission, the U.S. organisation 

dedicated to improving the quality of financial reporting through ethical standards and an effective system for corporate governance and 
organisation. The COBIT Framework - Control Objectives for IT and related technology is a set of rules prepared by the IT Governance Institute, 
the U.S. organisation whose aim is to define and improve the standards of corporate IT. 
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particular, a detailed description is provided of the schedule of reviews carried out during the year, with a summary of the results 
and an accurate description of any situations of deficiency detected and the measures taken to restore full functionality of 
administrative and accounting procedures. 
Once the joint assessment process with the companies has been completed, culminating in each company sending its Report and 
certification of the delegated body's responsibility to the Manager responsible for preparing the Company's financial reports, the 
Administrative and Financial Governance Unit completes the Group Report, which contains: 
– an account of the state of application of the administrative and financial governance model adopted in the Group and the 

main initiatives promoted by the Manager responsible for preparing the Company's financial reports in order to reinforce the 
administrative and accounting system. In particular, the Group Accounting Rules were issued during the year as a 
compendium of the systematic updating of accounting rules and an important project was developed with the aim of 
rationalising the information technology architecture that underlies the generation of the Group's accounting information; 

– a description and in-depth analysis of any malfunctions detected, specifying the potential risk of the distortion of information 
contained in the transaction flows in question, the accounts that may be affected and the compensatory controls that had a 
mitigating effect, scaling assessments of deficiencies on the basis of the values and information presented at the 
consolidated level;  

– an overarching judgment is expressed, considering both the information provided during the period by the Parent Company’s 
functions and the subsidiaries and the opinions stated by management of any suggestions made by the independent auditors. 

 

Following completion of the reviews conducted during the year to express an opinion of the adequacy and effective application of 
controls of administrative and accounting procedures, the reliability of the internal control system for accounting and financial 
information is confirmed. 
However, the fact that administrative and accounting procedures are suitable to providing an accurate representation of the 
assets, liabilities, profit or loss and financial position of the Bank and Group in the financial statements does not mean that there is 
not room for improvement, which is then the object of measures taken by the interested units and the supervision provided by the 
Manager responsible for preparing the Company’s financial reports.  
The information was presented to the Control Committee, Management Board and Supervisory Board in relation to their 
respective spheres of competence. 
The work done provided the basis for the Managing Director – CEO and Manager responsible for preparing the Company’s 
financial reports to issue the certifications required by art. 154-bis of Legislative Decree 58/98 with respect to the 2010 Annual 
Report, in accordance with the model established by the Consob Regulation (Annex 3c-ter to the Issuers Regulation). 
 

The Compliance Department 
The government of compliance risk is of strategic importance to the Intesa Sanpaolo Group as it considers compliance with the 
regulations and fairness in business to be fundamental to the conduct of banking operations, which by nature is founded on trust. 
The management of non-compliance risk is assigned to the Compliance Department, established in June 2008, in accordance with 
the supervisory regulations issued by the Bank of Italy on 10 July 2007 and the rules contained in the Joint Regulation issued by 
Consob and the Bank of Italy on 29 October 2007. The Compliance Department reports to the Chief Risk Officer. 
The Group's Compliance Model is set out in the Guidelines approved by Intesa Sanpaolo's Management Board and Supervisory 
Board. These Guidelines identify the responsibilities and macro processes for compliance, aimed at mitigating the risk of non-
compliance through a joint effort by all the company functions. The Compliance Department is responsible, in particular, for 
overseeing the guidelines, policies and methodologies relating to the management of non-compliance risk. The Compliance 
Department, including through the coordination of other corporate functions, is also responsible for the identification and 
assessment of the risks of non-compliance, the proposal of the functional and organisational measures for their mitigation, the 
assessment of the company’s bonus system, the pre-assessment of the compliance of innovative projects, operations and new 
products and services, the provision of advice and assistance to the governing bodies and the business units in all areas with a 
significant risk of non-compliance, the monitoring, including through the use of information provided by the Internal Auditing 
Department, of ongoing compliance, and the promotion of a corporate culture founded on the principles of honesty, fairness and 
respect for the spirit and the letter of the rules. 
The Compliance Department submits periodic reports to Corporate Bodies on the adequacy of compliance control. On an annual 
basis, these reports include an identification and assessment of the primary non-compliance risks to which the Group is exposed 
and a schedule of the associated management measures, and on a semi-annual basis they include a description of the activities 
performed, critical issues noted, and remedies identified. A specific notice is also given when events of particular significance 
occur. A supplemented report is also periodically presented to the competent corporate bodies. This support is drafted by units 
charged with second-tier controls and aims to provide a comprehensive overview of the Group’s supervision of operational and 
reputation risk. The document, the preparation of which also involves the use of information provided by the Internal Auditing 
Department, draws attention to the most highly critical areas and the state of progress of activities aimed at mitigating the 
risks identified. 
The Compliance Guidelines call for the adoption of two distinct models in relation to direction and control of the Group. These 
models are organised in such a way as to account for the Intesa Sanpaolo Group’s structure in operational and territorial terms. 
In particular: 
– compliance supervision activities for specifically identified Network Banks and Italian Companies whose operations show a 

high degree of integration with the Parent Company are centralised with the Compliance Department; 
– for the other Companies, specifically identified on the basis of the existence of a legal obligation or their material nature, as 

well as for Branches Abroad, an internal compliance function is established and a local Compliance Officer is appointed. In 
functional terms, the Compliance Officer reports to the Compliance Department and is assigned compliance responsibilities. 

The activities carried out during the year concentrated on the regulatory areas considered to be the most significant in terms of 
non-compliance risk. In particular: 
– the process of bringing the financial intermediation and investment services area into compliance with the MiFID Directive 

continued to be supervised. As required by the implementing regulations issued by Supervisory Authorities and on the basis of 
specific requests from Authorities, this process involved changes to governance and organisational systems consisting of 
drafting policies, processes and procedures, with a particular focus on enhancing customer service and supervision of conflicts 
of interest and personal transactions; compliance activities also involved launching the required training initiatives, clearing 
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new products and services and monitoring customer transactions in order to prevent market abuse; 
– the utmost attention has been devoted to monitoring projects aimed at reinforcing coverage of the Group's Italian and 

international companies in the area of money laundering and embargoes, including in light of the new provisions of law 
enacted at the national and international level. In detail, these involved coordinating organisational, IT and training activities 
aimed at implementing the Third EU Money Laundering Directive. Proper maintenance of the Single Electronic Archive also 
continued to be monitored and suspicious transactions analysed and assessed for reporting to the competent Authorities; 

– legislative developments in the areas of banking products and services were monitored, with a particular focus on the issue of 
transparency and usury. Rules, procedures and operational practices were established to prevent violations or infractions of 
applicable rules governing such products and services in order to ensure that support and guidance are provided to business 
units with the aim of ensuring that customer-protection provisions are properly managed; 

– initiatives continued within a specific project launched in 2009 with the aim of reinforcing the coverage of non-compliance 
risks associated with the insurance segment in connection with the Group's distribution networks; 

– the organisational, management and control Model pursuant to Italian Legislative Decree 231/2001 was overseen by verifying 
its compliance with the Company regulations, updating it to take into account the new predicate offences, and coordinating 
the training activities and the verification of its proper implementation; 

– controls of company processes functional to certification by the Manager responsible for preparing the Company’s financial 
reports in accordance with art. 154-bis of the Consolidated Law on Finance continued and assurance activities were enhanced 
according to a risk-based approach. 

 
Subsidiaries incorporated and subject to the laws of non-EU member states 
As is common knowledge, Consob, in accordance with Law 262/2005 governing the protection of savings and the regulation of 
financial markets, has set certain conditions for the listing of companies that control companies incorporated and subject to the 
laws of non-EU member states (art. 36 Market Regulation).  
In connection with this provision, the “material” companies included in the scope of compulsory monitoring in accordance with 
art. 36 of the Market Regulation for 2010 have been identified. These companies have been identified through a process of 
quantitative analysis of their individual contributions to the captions of the consolidated income statement and balance sheet and 
of qualitative assessments aimed at determining the level of complexity of the processes of generating financial information 
resulting from the specific nature of their businesses and the contexts in which they operate. Obligations for “material” 
companies were duly discharged with respect to requirements that: 
a) the public be provided access to the accounting positions of subsidiaries prepared for the purposes of drafting the 

consolidated financial statements; 
b) articles of association, membership and powers of the control bodies be acquired; 
c) the Auditor of the Parent Company, Intesa Sanpaolo, be provided with the information necessary to perform annual and 

interim audits of the parent company, ensure that there is an administrative and accounting system appropriate for regular 
reporting to the management and auditor of the parent company of the income statement, balance sheet and financial data 
necessary for the preparation of the consolidated financial statements. 

With respect to the requirement set out under c) above, which represents the most complex component of its responsibilities, 
the companies: 
– regularly provided the Parent Company with the information required to allow the public to be given access to the accounting 

positions employed to prepare the consolidated financial statements; 
– awarded a specific audit engagement to certify the information forwarded to the Parent Company to prepare the consolidated 

financial statements (auditing of the reporting package); 
– took measures to ensure, in accordance with the Regulation “Guidelines for administrative and financial governance”, that: 

o the Manager responsible for preparing the Company's financial reports regularly received the required set of information 
flows and notice of any material facts bearing on accounting and financial information;  

o the schedule of reviews aimed at determining that administrative and accounting procedures were adequate was 
conducted in accordance with the instructions provided by the Administrative and Financial Governance Unit. 

The Report is drafted in the same way as the obligations under art. 154-bis of the Consolidated Law on Finance in order to ensure 
that the approach taken to the supervision of financial information is organic and consistent. 
Even those companies considered “immaterial” were involved in the standardisation of the process of acquiring the articles of 
association, powers and details of membership of corporate bodies and extending – where controlled by “material” subsidiaries 
acting as sub-holding companies – some forms of control, such as the audit of the reporting package and/or local financial 
statements by the sub-holding company’s auditor. “Exempt” companies were subject to the forms of supervision consisting of an 
audit in accordance with local laws and the discharge of obligations towards the Parent Company. 
On the specific subject of the scope of subsidiaries based in non-EU Member States subject to compulsory auditing in accordance 
with the provisions of the cited art. 36, the work done by the competent units allowed the acquisition of the necessary 
information and the conduct of reviews aimed at determining whether legal conditions had been met. 
As part of the filing process for documents due before the Shareholders’ Meeting, the Parent Company will ensure that the public 
is provided access to the accounting positions prepared by these companies for use in drafting the consolidated 
financial statements. 
On this basis, the listed Parent Company’s administrative body may certify that the conditions required by law have been met. 
 

* * * * * 
 
As required by the instructions provided by the Bank of Italy, the information in this section - Risks of the Banking Group - is 
furnished solely with respect to the banking group, as defined in the Supervisory Instructions, except when it is expressly indicated 
to the contrary that all companies within the scope of consolidation are considered.  
The tables that refer to the banking group alone include the share proportional to the interest held of the assets and liabilities of 
jointly controlled banking, financial and instrumental companies consolidated proportionally for regulatory purposes. Amounts are 
stated gross of transactions with other companies within the scope of consolidation. 
Where the contribution of transactions between the banking group and the other companies in the financial statement scope of 
consolidation is material, the details of such transactions are provided. 
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1.1. CREDIT RISK 
The Group’s strategies, powers and rules for the granting and management of loans are aimed at: 
– achieving sustainable growth of lending operations consistent with the risk appetite and value creation; 
– diversifying the portfolio, limiting the concentration of exposures on single counterparties/groups, single economic sectors or 

geographical areas; 
– efficiently selecting economic groups and individual borrowers through a thorough analysis of their creditworthiness aimed at 

limiting the risk of insolvency; 
– given the current economic climate, privileging lending business aimed at supporting the real economy and 

production system; 
– constantly monitoring relationships, through the use of both IT procedures and systematic surveillance of positions that show 

irregularities with the aim of detecting any symptoms of performance deterioration in a timely manner. 
 
Constant monitoring of the quality of the loan portfolio is also pursued through specific operating checks for all the phases of 
loan management. 
 
 
QUALITATIVE INFORMATION 
 
Credit risk management policies 
 
Organisation 
Within the Intesa Sanpaolo Group, a fundamental role in managing and controlling credit risk is played by the Corporate Bodies, 
which, each to the extent of its competence, ensure adequate coverage of credit risk by setting strategic guidelines and risk 
management policies, verifying that they remain constantly efficient and effective and assigning tasks and responsibilities to the 
company functions and units involved in the processes. 
The coverage and governance of credit ensured by the Corporate Bodies is reflected in the current organisational structure, which 
identifies four important areas of central responsibility, in addition to the business units: 
– the Chief Financial Officer; 
– the Chief Lending Officer; 
– the Chief Risk Officer; 
– the Chief Operating Officer. 
They ensure that risk control activities are managed and implemented, with an appropriate level of segregation. 
In accordance with the strategic guidelines and risk management policies set by the Management Board and approved by the 
Supervisory Board, the Chief Financial Officer coordinates the process of formulating credit strategies (a process in which the 
other chiefs and the business units participate), oversees pricing from a risk/return standpoint according to value creation 
objectives and coordinates the process of assessing loans for reporting purposes. The Chief Financial Officer is also responsible for 
identifying and implementing hedging transactions for the risk exposures of the asset classes in the loan portfolio by taking 
advantage of the opportunities presented by the secondary credit market with a view towards active management of 
company value.  
The Chief Lending Officer assesses the creditworthiness of the loan applications received and, where competent, approves them 
or issues a compliance opinion, manages and monitors non-performing loans and the recovery of doubtful loans and sets the 
Credit Granting and Management Rules. 
The Chief Risk Officer is responsible for measuring and controlling the Group's risk exposures, defines the metrics used to measure 
credit risk, provides risk-adjusted pricing models and guidelines for expected loss, economic capital (ECAP) and acceptance 
thresholds, formulates proposals for assigning Credit Granting and Managing Powers and constantly monitors risk and credit 
quality performance. 
The Chief Operating Officer provides specialised support in defining credit processes while ensuring cost and performance 
synergies in the service offered. 
The levels of autonomy assigned to the decision-making bodies are determined by agreement between the Bank/banking group 
regarding the borrower/economic group. The rating assigned, along with any other credit-risk mitigating factors, conditions the 
determination of the decision-making competence of each delegated body. Intesa Sanpaolo, as the Parent Company, has set out 
codes of conduct in relation to credit risk acceptance, in order to prevent excessive concentrations, limit potential losses and 
ensure credit quality. 
In the credit-granting phase, coordination mechanisms have been introduced with which Intesa Sanpaolo exercises its direction, 
governance and support of the Group: 
– the system of Credit Strategies, Powers and Granting and Monitoring Rules governing the ways in which credit risk to 

customers is assumed; 
– “Credit-Granting Limit”, intended as the overall limit of loans which may be granted by companies of the Intesa Sanpaolo 

Group to the larger Economic Groups; 
– the “Compliance Opinion” on credit-granting to large customers (single name or Economic Group) which exceeds 

certain thresholds. 
 
The exchange of basic information flows between different Group entities is assured by the Group’s “Centrale Rischi” (exposure 
monitoring and control system) and by “Posizione Complessiva di Rischio” (global risk position), that highlight and analyse credit 
risks for each client/economic group both towards the Group as a whole and towards individual Group companies. 
The activities within the Chief Risk Officer's purview are carried out directly by the Risk Management Department and the Credit 
Quality Monitoring Unit, for the Parent Company and the main subsidiaries, on the basis of a service contract, whereas the other 
control structures operating within the individual companies report regularly to the aforementioned functions of the 
Parent Company. 
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