BALANCE SHEET

ASSETS (in EUR)

Asset items 31/12/2017 31/12/2016

10. | Cash and cash equivalents 15,771,02( 13,468,376
20. | Financial assets held for trading 173,702 393,894
30. | Financial assets measured at fair value 9,379,650 9,175,240
40. | Available-for-sale financial assets 939,254,006 1,257,014,059
60. | Loans and receivables with banks 129,371{724 212,025,678
70. | Loans and receivables with customers 3,039,985,288 2,762,450,20%
100. | Equity investments 1,121,248 1,121,248
110.| Tangible assets 29,234,310 27,693,760
120.| Intangible assets 9,819,351 10,087,516
of which: goodwill 8,458,447 8,458,447

130.| Tax assets 72,638,036 69,586,768
a) current 7,636,106 7,421,251

b) prepaid 65,001,93¢ 62,165,517

bl) of which as per Italian Law No. 214/2011 51,983,721 53,554,49¢4

150. | Other assets 53,874,738 42,418,442
Total assets 4,300,623,073 4,405,435,186

LIABILITIES AND SHAREHOLDERS’ EQUITY (in EUR)
Liabilities and shareholders’ equity items 31/12/2017 31/12/2016

10. | Due to banks 687,269,41( 795,650,246
20. | Due to customers 2,609,954,680 2,406,793,297
30. | Securities issued 550,803,39( 746,948,594
40. | Financial liabilities held for trading 134,664 269,013
80. | Tax liabilities 2,581,961 3,592,664
a) current 778,221 898,221

b) deferred 1,803,74Q 2,694,443

100. | Other liabilities 60,556,334 55,552,247
110.| Post-employment benefits 5,158,352 5,347,800
120. | Provisions for risks and charges 2,195,097 2,161,643
b) other provisions 2,195,097 2,161,643

130.| Valuation reserves (649,483) (4,459,878
160. | Reserves 59,775,417 57,764,870
170.| Share premium reserve 230,298,584 230,298,584
180. | Share capital 106,550,481 106,550,481
190. | Own shares (-) (8,185,301 (5,182,258
200. | Profit (Loss) for the year (+/-) (5,820,515 4,147,878
Total liabilities and shareholders’ equity 4,300,623,073 4,405,435,186




INCOME STATEMENT (in EUR)

Items 31/12/2017 31/12/2016
10. | Interest income and similar revenues 87,699|084 86,767,483
20. | Interest expense and similar charges (30,544/936) (37,101,211
30. | Net interest income 57,154,144 49,666,272
40. | Fee and commission income 34,796,442 30,678,023
50. | Fee and commission expense (4,417,635 (3,329,728
60. | Net fee and commission income 30,378,807 27,348,295
70. | Dividends and similar income 3,767,478 3,398,777
80. | Net profit (loss) from trading activities 552,706 519,688
100. | Profit (Loss) on sale or repurchase of: 13,906,872 8,058,305
a) loans and receivables (754,010) (97,175)
b) available-for-sale financial assets 15,124,874 8,767,883
d) financial liabilities (463,992) (612,403)
110. ;ri?illt; lElt_eosses) on financial assets and liabditieeasured at 204,410 175,240
120.| Net interest and other banking income 105,964,421 89,166,577
130. | Net impairment losses on: (50,917,606 (38,997,664
a) loans and receivables (44,954,243 (36,186,787
b) available-for-sale financial assets (7,362,201 (2,733,454
d) other financial transactions 1,398,838 (77,423)
140.| Net profit (loss) from financial operations 55,046,815 50,168,913
150. | Administrative expenses: (73,116,361 (71,420,555
a) labour costs (36,421,475 (34,489,444
b) other administrative expenses (36,694,886 (36,931,111
160. | Net accruals to provisions for risks and charges 68 @35) (735,465)
170. | Depreciation and net impairment losses on tangisgets (1,709,756) (1,501,215
180. | Amortisation and net impairment losses on intargdssets (914,219) (842,903)
190. | Other operating income/expense 10,717,878 29,498,194
200. | Operating costs (65,591,043 (45,001,940
210. | Net gains (losses) on equity investments (295,000) (384,000)
240. | Net gains (losses) on sales of investments (16,725) 24,789
250. | Profit (Loss) from operations gross of taxation (10,855,953 4,807,762
260. | Income taxes for the year on current operations 354388 (659,884)
270. | Profit (Loss) from operations net of taxation (5,820,515 4,147,878
290. | Profit (Loss) for the year (5,820,515 4,147,878




STATEMENT OF COMPREHENSIVE INCOME

Items 31/12/2017 31/12/2016

10.| Profit (Loss) for the year (5,820,515 4,147,878

Other mcome components net of taxation without 6,564 (128,697
reversal to income statement

40.| Defined benefit plans 6,564 (128,697

Other mcome components net of taxation with 3.803.831 (580,284
reversal to income statement

100.| Available-for-sale financial assets 3,803,831 (580,284

130.| Total other income components net of taxation 3,810,395 (708,981

140.| Comprehensive income (Item 10+130) (2,010,120 3,438,897




STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY AS AT 31 DECEMBER 2017

Allocation of previous

Changes during the year
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Share capital 106,550,48( - 106,550,481 - - - - - - - - | 106,550,481
a) ordinary shares | 106,550,481 { 106,550,481 - - - - - - - - - 106,550,481
b) other shares - - - - - - - - - - - - -
Share premium reserve
230,298,585 -| 230,298,585 - - - - - - - - - 230,298,585
Reserves 57,764,870 { 57,764,870 2,009,87p - 67 - - - - - | 59,775,417
a) income-related 60,856,96P |  60,856,96p 2,009,87p - 67, - - - - - - 62,867,50p
b) other (3,092,092) - (3,092,092) - - - - - - - - 1 (3,092,092
Valuation reserves (4,459,878) 1 (4,459,879) - - - - - - - 1 3,810,395 (649,483
Capital instruments - - - - - - - - - - - - -
Own shares (5,182,258) 41 (5,182,258) - - - -| (3,003,043) - - - - (8,185,301
Profit (Loss) for the year| 4,147,878 - 4,147,878 (2,009,872) (2,138,006 - - - - - |1 (5,820,515) (5,820,515
Shareholders’ equity  [389,119,678 1| 389,119,678 - (2,138,006 675 - (3,003,043 - - {1 (2,010,120) 381,969,184




STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY AS AT 31 DECEMBER 2016

Allocation of previous

Changes during the year
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Share capital 107,390,48]L -l 107,390,481 - - - (840,000) - - - - - -| 106,550,481
a) ordinary shares 107,390,481 41 107,390,481 - - - (840,000l) - - - - - -| 106,550,481
b) other shares - - - - - - - - - - - - - -
Share premium reserve | 235,405,236 -l 235,405,23p - - (5,106,651)) - - - - - -| 230,298,58b
Reserves 53,972,240 - 53,972,240 3,792,630 - - - - - - - -l 57,764,870
a) income-related 57,064,332 - 57,064,332 3,792,630 - - - - - - - -| 60,856,962
b) other (3,092,092) -l (3,092,092) - - - - - - - - - -| (3,092,092)
\Valuation reserves (3,750,897) 41 (3,750,897) - - - - - - - - -l (708,981) (4,459,878)
Capital instruments - - - - - - - - - - - - -
Own shares (8,855,573) - (8,855,573) - - - 6,721,396 (3,048,081) - - - - - (5,182,258)
Profit (Loss) for the year| 8,061,835 - 8,061,835 (3,792,630) (4,269,205) - - - - - - -l 4,147,878 4,147,878
Shareholders’ equity 392,223,322 -l 392,223,32p -| (4,269,205) - 774,74% (3,048,081) - - - -l 3,438,89Y 389,119,678

The cancellation of 280 thousand shares is reptegém the capital and share premium rows withgatiee sign in the column issue of new shares.shage premium row, in addition to the cancellatibn
Euro 4,200 thousand, also includes the capitalrfessgnised on sales of Euro 907 thousand. Thestvares row includes both sales and cancelledshare



CASH FLOW STATEMENT

. Amount
Indirect method 31/12/2017 | 31/12/2016
A. OPERATING ACTIVITIES
1. Cash flow from operating activities 49,136,897 53,085,86
- profit (loss) for the year (+/-) (5,820,51E 4,147,87
- net impairment losses (+/-) 54,638,45 43,585,99
- depreciation/amortisation and net impairhiesses on tangible and intangible 2,623,97 2,344,111
- net allocations to provisions for risks anhirges and other costs/revenues (+/- 568,58! 735,46
- unpaid taxes (+) (5,035,438 659,88:
- other adjustments (+/-) 2,161,83 1,612,52!
2. Cash flow generated/used by financial assets 60,569,23 (123,305,063
- financial assets held for trading 220,19: (285,384
- financial assets measured at fair value (204,410 (9,175,24C
- available-for-sale financial assets 314,909,40 (116,729,49¢
- loans and receivables with banks: on demand 86,189,09 11,765,10
- loans and receivables with banks: othegixebles (3,571,94¢ 15,761,79
- loans and receivables with customers (327,282,78( (21,576,192
- other assets (9,690,32C (3,065,647
3. Cash flow generated/used by financial liabilitis (98,071,07¢ 130,596,30
- due to banks: on demand (256,010,627 39,253,11
- due to banks: other 150,658,10 81,760,85
- due to customers 203,558,44 246,749,41
- securities issued (199,148,39¢ (223,222,47:
- financial liabilities held for trading (134,349 218,21.
- other liabilities 3,005,74 (14,162,82C
Cash flow from (used in) operating activities 11,635,05 60,377,10
B. INVESTING ACTIVITIES
2. Cash flow used in (4,191,360 (53,940,122
- purchases of equity investments (295,000 (130,000
- purchases of tangible assets (3,250,30€ (1,762,069
- purchases of intangible assets (646,054 (516,462
- purchases of business segments - (51,531,591
Cash flow from (used in) investing activities (4,191,36C (53,940,122
C. FINANCING ACTIVITIES
- issues/purchases of own shares (3,003,043 (2,273,33€
- dividend distribution and other purposes (2,138,006 (4,269,205
Cash flow from (used in) financing activities (5,141,04¢ (6,542,541
CASH FLOW GENERATED/USED DURING THE YEAR 2,302,64 (105,561
KEY (+) generated (-) used
RECONCILIATION 31/12/201 31/12/201
Financial statement items
Cash and cash equivalents at the beginning ofdhe y 13,468,376 13,573,931
Total cash flow generated/used during the year 2,302,64< (105,561
Cash and cash equivalents: effect of change inangshrates -
Cash and cash equivalents at the end of the year 15,771,02( 13,468,37¢




EXPLANATORY NOTES
Part A - Accounting policies

A.l - General section

Section 1 - Statement of compliance with Internatad
Financial Reporting Standards

The Financial Statements for the year ended 31 keee2017 were drawn up in accordance with
the international accounting standards issued ey Ititernational Accounting Standards Board
(IASB) and approved on the date of preparationheseé financial statements, illustrated in the
following point A.2; they were also drawn up in aogance with the related interpretations of the
International Financial Reporting Interpretationn@oittee (IFRIC) and Circular No. 262 of 22
December 2005 of the Bank of Italy, updated as5aD&cember 2015, issued on the basis of the
authorisation contained in ltalian Legislative DeerNo. 38/2005, which acknowledged in Italy
Regulation (EC) No. 1606/2002 regarding internatl@ccounting standards.

Circular No. 262 contains the formats of the finahstatements, the guidelines and the contents of
the explanatory notes.

Reference was also made to the "framework for ttepgration and presentation of financial
statements” (known as IAS framework).

The derogation laid down by Article 5.1 of Italibagislative Decree No. 38/2005 was not used.

Section 2 — Basis of presentation

The financial statements comprise the Balance Shawiome Statement, Statement of
Comprehensive Income, Statement of changes in yeqSitatement of cash flows and the
Explanatory notes and are also accompanied byexns’ report on operations.

As per Article 5 of Italian Legislative Decree N28/2005, the financial statements are drawn up
using the Euro as the reporting currency. The ansotgported in the Financial Statements are
expressed in Euro, while the figures in the ExpiarnyaNotes are in thousands of Euro.

The financial statements and the Explanatory nsthesv the comparative figures as at 31 December
2016 in addition to the amounts for the reportiegq.

The basis of presentation laid down by IAS 1 anddusor preparing these annual financial

statements involved:

1) Going concern: the financial statements wer@amed with a view to the Bank continuing its
business activities for the foreseeable futurerefioee assets, liabilities and “off-balance sheet”
transactions were valued in accordance with theabip@al features.

The possible foreseeable future taken into conaiaber is that which emerges from all the
available information used for preparing the stateplan. Furthermore, in relation to the
activities carries out, taking account of all tieks that are analysed and illustrated in othetspar
of the financial statements, the Bank believes ithatls within the sphere of application of IAS 1
according to which when pre-existing profitableiaties and easy access to financial resources




exist, the requirement of the company as a goingcem is appropriate without carrying out
detailed analysis.

When assessing the business as a going concerrefdrences to IAS 1 contained in the joint
“Bank of Italy/Consob/ISVAP No. 2 dated 6 Februdafp9” were used.

2) Accrual-basis accounting: costs and revenuesasis are recognised, irrespective of the time of
their monetary settlement, in an accrual basiscamchatching principals.

3) Financial statement presentation consisten&yptiesentation and classification of the items are
maintained from one year to the next for the puepo$ ensuring the comparability of the
information unless a change is requested by amrniatienal Accounting Standard or by an
Interpretation or it is clear that another presiomaor classification is more appropriate in terms
of relevancy and reliability for the representatiointhe information. When the presentation or
classification of the financial statement itemshanged, the comparative amounts are reclassified,
where possible, also indicating the nature anadhsons for the classification.

4) Significance and aggregation: each significdass of similar items is stated separately in the
financial statements. Items dissimilar in naturewoth regard to intended use are presented
separately unless they are insignificant.

5) Substance over form: transactions and otherte\ar recognised and stated in compliance with
their economic substance and reality and not oodpaing to their legal form.

6) Offsetting: assets, liabilities, costs and rexenare not offset unless this is required or pézchi
by an International Accounting Standard or by derpretation or it is expressly envisaged by the
financial statement reporting format for banks.

7) Comparative information: the comparative infotima is provided for the previous period for all
the figures stated in the financial statements gixadien an International Accounting Standard or
Interpretation allows otherwise. The commentary dedcriptive information is also included
when this is significant for an improved comprehen®f the related annual financial statements.

Estimates and valuations

The preparation of the financial statements reguine use of estimates and valuations that may

have a significant impact on the values recordefierbalance sheet and income statement.

The use of valuations and assumptions is more cortymequired for:

- quantifying the impairment of financial assetsarls and receivables, tangible and intangible
assets;

- determining the fair value of financial instruntemo be used for disclosure purposes and the use
of valuation models for determining fair value ohancial instruments not listed on active
markets;

- assessing the reasonableness of the amount divijband of other intangible assets;

- quantifying employees’ provisions and provisidmsrisks and charges;

- the actuarial and financial assumptions useckterchine liabilities associated with defined benefi
plans for employees;

- the estimates and assumptions made with regdhetaecoverability of deferred tax assets.

Reasonable estimates and assumptions are formutstedsing all the internal and external

information available and past experience.

The adjustment of an estimate further to changetencircumstances on which it was based or

further to new information or additional experieniseapplied prospectively and therefore generates
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an impact on the income statement for the yearhichvthe change takes place and, possibly, on
that relating to future years.

The valuation process is particularly complex imsideration of the current macro-economic and
market scenario, characterised by unusual level®latility that can be found on all the financial
balances decisive for the purposes of the valuatih consequent difficulty in the formulation of
performance forecasts, including short-term, retato financial parameters that significantly affec
the estimated values.

Section 3 - Events after the reporting date

During the period of time between the reportingedat these financial statements and their
approval by the Board of Directors on 14 March 2048 events took place which led to an
adjustment of the figures approved at that time were there any significant events that would
require a supplement to the disclosure provided.

Section 4 — Other aspects

Audit

The financial statements are subject to audit, yansto Italian Legislative Decree No. 58/98, by
BDO ltalia S.p.A., in accordance with the appointtngranted for the 2011-2019 period to this
company with the shareholders’ resolution on 9 IA201.1.

Accounting standards/interpretations approved angpdicable on a mandatory

basis as from 2017

The Regulations approved by the European Commighioimg 2017 or in previous years, whose
application will be mandatory as from 2017 and adm@m or supplementing the international
accounting standards, are listed below:

* no. 1989/2017 of 06/11/2017 - IAS 12 "Incomee, limited to the recording of deferred tax
assets relating to debt instruments measuredratdtie

* no. 1990/2017 of 06/11/2017 - IAS 7 "Cash Flowt&ment" limited to the representation of the
change in liabilities deriving from financing adties.

Accounting standards/interpretations approved angpdicable on a mandatory

basis as from financial years after 2017

The Regulations approved by the European Commishuoimg 2017 or in previous years, whose
application will be mandatory as from 2018 or st financial years and amending or
supplementing the international accounting starsja listed below:

* no. 1905/2016 of 29/10/2016 and 1987/2017 of @2Q17 - IFRS 15 "Revenues from contracts
with customers” and amendments to other relateduenting standards/interpretations; these
amendments are to be applied starting from 1 Jgr2@48 onwards

* no. 1986/2017 of 31/10/2017 - IFRS 16 “Leasingtlamendments to other related accounting
standards/interpretations; these amendments & dpplied starting from 1 January 2019 onwards
* no. 2067/2016 of 22/11/2016 - IFRS 9 "Financngtiuments” effective on a mandatory basis as
from 1 January 2018.



The entry into force of IFRS 9 is of particular iarfance for financial institutions; By means ofsthi
publication, the process for the reform of IAS 88ich was divided up into the three stages of
“Classification and Measurement”, “Impairment” di@ékeneral Hedge Accounting” was completed.

The main provisions contained therein are briefiynmarised below as for the impact on the
banking activity.

Recognition and derecognition
With reference to the initial recognition and demgaition of financial assets and liabilities, IFRS
substantially confirmed the approach defined by B®S

Classification and measurement
IFRS 9 provides the following criteria for determmig the classification of financial assets:

a) the business model followed to manage financiatass

b) the characteristics of contractual cash flows wéficial assets.
Depending on the different characteristics, theddead envisages three categories of classification
and measurement:

* Amortised Cost AC,;

* Fair value through other comprehensive income ©EY

* Fair value through profit or loss — FVPL.
Financial assets held for the purpose of collectbogtractual cash flows are classified and
measured in the amortised cost category. This moddlides sales characterised by limited
frequency or non-significant sales. Disposals agjaincreases in credit risk are not significant.
However, if sales are frequent and of significamoant, it is necessary to assess whether these
assets are consistent with the classification rules

The FVOCI category includes financial assets:

* whose contractual cash flows are exclusively represl by the payment of principal and
interest

* held for the purpose of collecting contractual ctistvs and the flows arising from the sale
of assets. This business model allows a more #gnif sale than the AC portfolio.
Interest income, exchange gains and losses, impatrtasses of financial assets recorded in
the FVOCI portfolio and related reversals of impsnt losses are recognised in the income
statement, other changes in fair value are recedras other comprehensive income (OCI)
components. At the time of sale (or any reclassiion to other categories resulting from the
change in the business model) the cumulative gams losses recognised in OCI are
reclassified to the income statement.
For equity securities, during initial recognitidhg irrevocable option for their recognition
in the FVOCI portfolio can be exercised. In thiseaall changes in fair value will be
recognised in OCI with no possibility of reclassdiion to the income statement (either for
impairment or for subsequent sale). Dividends acegnised in the income statement.

Impairment

IFRS9 envisages a model characterised by a forleaidng approach that requires the immediate
recognition of losses on loan and receivables eframly envisaged, contrary to IAS 39 that
requires for their recognition the examination a$pevents and current conditions.

The impairment model defined by IFRS9, unique iffecent financial instruments, requires for the
estimate of losses on loans and receivables to deron the basis of supportable information,
available without unreasonable effort or expense ificlude historical, current and future figures
(forward looking approach). The objective of thiswnapproach is to ensure a more immediate
recognition of the losses with respect to thecurred loss” model envisaged by IAS 39, on the
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basis of which the losses must be recognised dative evidence of losses in value are noted after
the initial recognition of the asset.

In detail, the model envisaged that the exposunest fve classified in three separate “stages”:

- stage 1: financial assets to be measured by lesiloy the expected loss over a 12-month time
horizon. These are performing assets with low tnésk or not significantly increased with respect
to the date of initial recognition;

- stage 2: financial assets to be measured onasis bf the expected loss over their residual life.
These are performing assets that have sufferaghdisant increase in risk compared to their iritia
recognition;

- stage 3: non-performing financial assets.

Impacts deriving from the adoption of IFRS 9 “Finamial instruments”
IAS 8 "Accounting policies, changes in accountirsfiraates and errors” envisages that significant
disclosure be provided so as to assess the pogsipéets on the financial statements deriving from
first time application of the new accounting stamada Owing to the extent of the changes envisaged
by IFRS 9 that has been disclosed earlier, as tren2015 financial year, the Bank works together
with its outsourcer for the necessary project &gt aimed at identifying the main areas of impact
and defining the reference method framework fordlassification, measurement and impairment
of the financial assets.
A project was also started with a specialised clingucompany, with which activities were carried
out:

- to define the criteria for allocation to new poliig,

- to identify the methods for defining the creditkriselated to financial assets other than

receivables, such as government securities and domemts to grant credit,
- first in simulation on 31 December 2016, and théectvely to define the methods with which
to identify the "significant impairment of risk witrespect to the date of granting".

With regard to the first point, the project actie# focused on the definition of the business model
in that for the purposes of classifying the finah@ssets in the various portfolios their objective
characteristics are also relevant, which are ifledtthrough the so-called Solely Payment Principal
Interest (SPPI Test) and through the so-called Beiack Test in the presence of clauses that
involve the so-called modified time value of money.
The purpose of the qualitative SPPI test is tofyesihether the financial instrument essentially
envisages payments that are merely an expressjamnaofpal and interest.
The quantitative Benchmark Test is added to thel S®ieén the financial instrument shows an
imperfect correlation between the interest ratecherark (e.g. 3-month Euribor) and the passing of
time (e.g. monthly instalment). In this case, theppse of the test is to check the importance in
terms of different cash flows compared to the ciédmlvs of a benchmark instrument that is not
characterised by "modified time value of money".
Passing the two tests is essential for the asséts included in the categories of amortised codt a
FVOCI. A negative outcome results in the finandradtrument being classified as "Fair value
Through Profit of Loss".

With regard to the securities portfolio, the estiedaquantitative impacts mainly relate to the
accounting reclassification of some securities:
- previously classified as "Available-for-sale finalcassets", which pursuant to IFRS 9 are
associated with the "Hold to Collect” business nhauohel therefore measured at Amortised
Cost,;
- previously classified as "Available-for-sale finsalassets", which pursuant to IFRS 9 must
be measured at fair value (equity and real est&d Wnits).



With regard to the Bank's loan and receivable pbaf which is mainly retail and is normally
based on standard products, where financial flovesd&rected towards the remuneration of time
and credit risk, on the basis of initial samplelgs®s, the possibility of maintaining the valuaten
amortised cost for almost all the loans grantethieyBank is confirmed.

Organisational solutions will be prepared, possitdged on automatic methods, using structured
guestionnaires in the software applications pravidg the outsourcer, to carry out the test for new
disbursements.

Parameters have been defined to determine thefisagi impairment in credit risk in order to
correctly allocate performing exposures to stage stage 2.

In particular, the credit rating assessment caraetby the rating model at the time of the first
disbursement of each loan was recovered. Togethleite outsourcer, the methods for calculating
the default probability curves over a multi-yearipe are being defined by inserting “forward-
looking" assessments in order to move from an 'fiecli model to an "expected" one.

The current criteria for classifying loans/receileshin the "impaired” portfolio will be maintained
in order to identify those to be classified in &&y

With reference to stage 3, note that, with regarchdn-performing positions, the rules for their
analytical valuation, developed from a "gone conteperspective, include forward looking
elements in the estimate of the percentage ofsasegered by the guarantee.

IFRS9 allows the introduction of alternative scémaifor the recovery of exposures, also with the
forecast of sales scenarios, both to maximise flagls and in relation to a specific strategy foe th
management of impaired loans.

Consequently, the estimate of the Expected CreaksLin accordance with IFRS 9, reflects not
only the recovery through ordinary management efréteivable/loan, but also the presence of the
sales scenario and therefore of the cash flowsidgrfrom this sale. Further work is in progress on
this point.

At the time these explanatory notes were prepar@aperforming positions were sold for a total of
Euro 23 million.

Introducing the disposal scenario and given theiprity of the transactions to the FTA date (1
January 2018), these non-performing positions weckassified in 2018 from IAS 39 portfolio "at
amortised cost" to IFRS9 FVtPL trading portfoli@a{iFvalue through profit loss) by recognising the
negative difference of Euro 1.6 million, arisingween the disposal value and the net value of the
positions shown in the financial statements aslaD8cember 2017, to the shareholders' equity
reserve, net of related taxes.

Statement of comprehensive income

The statement of comprehensive income, drawn Ul of the amendments to IAS 1, includes
the revenue and cost items which, as requiredawveadl by the IAS/IFRS, are not recognised in the
income statement but booked to shareholders' equity

The “Comprehensive income” expresses the chandetlihaequity has undergone in a financial
year deriving from both the business transactibas tisually give rise to the profit/loss for theaye
and from other transactions (e.g. valuations) bdotee shareholders' equity on the basis of a
specific accounting principle.

Comparability
The financial statements show the comparative égwas at 31 December 2016 in addition to the
amounts for the reporting period.



A.2 - Section relating to the main financial statemt
items

1. - Financial assets and liabilities held for trasg and
Financial assets and liabilities measured at faialue

Definition of Financial assets and liabilities helébr trading

A financial asset or liability is classified as thébr trading (known as Fair Value Through Profit o

Loss — FVPL), and recognised in item “20 Finanesdets held for trading” or item “40 Financial

liabilities held for trading”, if:

 itis acquired or held mainly in order to be sofdepurchased in the short term;

» it is part of a portfolio of identified financiahstruments that are managed jointly and whose
recent and actual strategy for obtaining a praofitie short term is substantiated by accounting
records;

it is a derivative (except for a derivative thadesignated as an effective hedging instrument —
see specific paragraph below). A derivative comtraa financial instrument whose value is
linked to the performance of an interest rate,ligted price of a financial instrument, the price
of a commodity, the exchange rate of a foreignenay, a price or rate index or other indices; it
requires an initial net investment with respecthiat which would be required by other types of
contracts and is settled on maturity.

An "embedded derivative financial instrument” is tomponent of a (combined) hybrid instrument

that also includes a non-derivative host contradt) the effect that some of the cash flows of the

combined instrument vary in a manner similar testhof the stand-alone derivative. The embedded
derivative is separated from the host contractrandgnised as a stand-alone derivative if and only
if:

» The economic characteristics and risks of the euh@dierivative are not closely related to the
economic characteristics and risks of the hostreotit

* a separate instrument with the same conditionshasetnbedded derivative would meet the
definition of a derivative;

» The (combined) hybrid instrument is not recordedagnfinancial assets and liabilities held for
trading.

Definition of Financial assets and liabilities meased at fair value

A financial asset and liability at initial recogon is recognised under item 30 "Financial assets

designated at fair value" or item 50 "Financiabilisies measured at fair value" and designated at

fair value through profit or loss on initial recagyon only when:

a) this is a hybrid contract containing one or mersbedded derivatives, and the embedded
derivative significantly changes the cash flowstthauld otherwise be expected from the
contract;

b) designation at fair value through profit andslgsovides more reliable disclosure, in that:

it eliminates or considerably reduces the incoaaisy in measurement or recognition, which

would otherwise be caused by measuring assetallities or recognising the associated gains
and losses on different bases;

or

* a group of financial assets, financial liabilities both is managed, and its performance is

measured at fair value according to a documengdmianagement or investment strategy, and
the relevant reporting is provided internally tg/ lexecutives based on this approach.



Recognition criteria

The financial instruments “Financial assets anbilitees held for trading and Financial assets and
liabilities measured at fair value” are recognisegspectively, on the settlement date if debt
securities or equities; or on the subscription datterivative contracts.

The initial recognition value is equal to the cdsemed as the fair value of the instrument, without
considering any transaction costs or income dyetttibutable to these instruments.

On the basis of IFRS 13 (Fair Value Measuremeffgceve as from 1 January 2013, the fair value
is the "price that would be received for the sdlaroasset or that would be paid for the transfexr o
liability in a regular transaction between mark@eators on the measurement date", without
considering the transaction costs and revenuesngl® said instrument.

Measurement criteria

The trading book is measured at fair value. Therd@hation of the fair value of the assets and
liabilities of a trading book is based on pricesick on active markets or on internal measurement
models generally used in financial practice as milesd more in detail in Part A.4 “Fair value
disclosure” of the Explanatory Notes.

If the fair value of a financial asset becomes tiggathis asset is recognised as a financiallligbi

Derecognition criteria

The derecognition of the financial assets and liteds held for trading or measured at fair value
takes place when the contractual rights on the fashof the assets in question expire or when
further to disposal essentially all the risks aeddfits relating to these financial assets or lids
are transferred.

Recognition criteria for income components

The result of the disposal/redemption or measuréroérinancial assets or liabilities held for
trading is recognised in profit or loss in item “B@t profit (loss) from trading activities”.

The result of the disposal/redemption or measur¢miefinancial assets or liabilities measured at
fair value is recognised in profit or loss in itéhl0 Profits (Losses) on financial assets and
liabilities measured at fair value”.

2 - Available-for-sale financial assets

Recognition criteria

Initial recognition takes place as at the dateetifi@ment for securities and the date of disbursgme
for loans and receivables. At the time of initiatognition, these assets are recorded at fair yvalue
inclusive of the transaction costs or income diyecttributable to said instrument. Without
prejudice to the exceptions envisaged by IAS 3hdfers from the available-for-sale portfolio to
other portfolios and vice versa are not possible.

Classification criteria

Available-for-sale financial assets include the 1denivative financial assets that are designated as
available for sale or that are not classified asmoor receivables, investments held until matunity
financial assets at fair value through profit aoslsl This item also includes the equity investments
not managed for trading purposes and that do nalifguas establishing control or joint control
over or association with the companies and thetgquid real estate UCIT units.



Measurement criteria

Subsequent to the date of initial recognition, kade-for-sale assets are measured at fair value

with recognition in the income statement of theueatorresponding to the amortised cost.

The determination of the fair value of the secesitis based on prices struck on active markets or

on internal measurement models generally usednianéial practice, as better specified in the

chapter on fair value.

The profits and the losses deriving from fair valmeasurements but that are not realised, are

booked to a specific equity reserve, net of thateel tax effect, until the moment that the finahcia

asset is sold or written down.

If an available-for-sale financial asset undergaepermanent loss in value (impairment), the

cumulative loss further to the previous fair valmeasurements booked to shareholders' equity is

stated in the income statement item “Net impairnh@sdes on available-for-sale financial assets”.

Checking of the existence of impairment losseshenbasis of objective evidence (impairment test)

is carried out at the end of each reporting pewnodat the time of preparation of the interim

statements.

For example, this circumstance applies in the egént

- the disappearance of an active market relatintdpecfinancial asset in question as a result of the
financial difficulties of said issuer. However, tsappearance of an active market due to the fact
that the instruments of the company are no longeti@dy traded is not evidence of the fair value
reduction;

- occurrences that indicate an appreciable deciedke future cash flows of the issuer (the gelnera
conditions of the local and national reference ecoynin which the issuer operates fall within this
category).

Additionally, for an investment in an equity ingtrant, there is objective evidence of an

impairment loss in correspondence with the follayvauditional negative events:

- significant changes with a negative impact in #eehnological, economic or legislative
environment in which the issuer operates, suchoasdicate that the investment in the same
cannot be recovered,;

- a prolonged and significant decrease in theviae below the purchase cost.

The Bank uses different thresholds depending orfdinevalue hierarchy to which the instrument

belongs (for the definition of fair value hierarctadopted by the Bank, see section “A.4

Information on fair value”):

-in case of shares and funds classified as Level the FV hierarchy, objective evidence of
impairment is recorded if the fair value is 40% é&wthan the initial recognition value
(significance) or if the fair value does not recardalue higher than the book value continuously
for more than 18 months;

- in case of shares and funds classified as Leveld23aof the FV hierarchy, objective evidence of
impairment is recorded if the fair value is 30% é&wthan the initial recognition value
(significance) or if the fair value does not recardalue higher than the book value continuously
for more than 18 months;

- In case of bonds and government securities, whatiwe hierarchy, the objective evidence of
impairment is recorded when there is insolvencthanpayment of principals and interests, there
are significant delays in the payment of the ppatinterest or there is a granting of moratoria
and at the same time renegotiations at rates ltvaerthose paid by the market.

With regard to the instruments listed on active kats, the Bank therefore believes that the fair

value changes can be determined by economic congditf the market such as to permit the use of

higher thresholds with respect to those for tharfmal instruments not listed on markets.



Derecognition criteria

The derecognition of the available-for-sale finah@ssets takes place when the contractual rights
on the cash flows of the assets in question exgncewhen, further to disposal, essentially all the
risks and benefits relating to the same finan@aktare transferred.

Recognition criteria for income components

If an available-for-sale financial asset is solte profits or losses up to that moment that are not
realised and booked to shareholders' equity, anesfierred to the item “Profit/loss on sale of
available-for-sale financial assets” in the incestegement.

Impairment losses on investments in debt instrumarg recognised with an offset in the income
statement only if this impairment may be objectvebrrelated to an event that takes place after the
loss due to impairment has been booked to the ircatement, within the limit of the value of the
amortised cost that the financial assets would Ihadein the absence of previous adjustments.
Impairment losses on investments in capital inseuots, which can be correlated to an event that
has taken place after the impairment loss has beeked to the income statement, must be
recognised as an offset in shareholders' equity.

3. - Held-to-maturity financial assets

Definition

Non-derivative financial assets with fixed or detarable payments and fixed maturity that an
entity has the positive intention and ability toldhdo maturity, are defined as Held to maturity
(HTM). Exceptions:

(a) those held for trading and those designatethattime of initial recognition at fair value
recognised in the income statement (par.1);

(b) those designated as available for sale (par. 2

(c) those that meet the definition of receivabled ans (par. 4).

When preparing the financial statements or intdnrancial statements, the intention and ability to
hold the financial asset to maturity are assessed.

These activities are recognised in the item “50dHe-maturity financial assets”.

Recognition criteria

Held-to-maturity financial assets are initially ogmised when and only when the company
becomes a party to the contractual clauses ohfiteument, i.e. at the time of settlement, at aeal
equal to the cost, including any directly attribaleacosts and income. If the recognition of the
assets in this category derives from the reclasgitn from the sector “Available-for-sale finaricia
assets” or, only in rare circumstances if the asset longer held in order to be sold or repuredas
in the short term, from “Financial assets heldtfading”, the fair value of the asset, recognised a
the time of transfer, is considered as the new aread the amortised cost of the asset itself.

Measurement criteria

Held-to-maturity financial assets are measuredvairased cost by using the effective interest rate
method. The resulting value is recorded in the imestatement under item 10 “Interest income and
similar revenues”.

When preparing the financial statements or intergports, impairment tests are carried out to
check if there is objective evidence that the assehpaired. In case of impairment losses, the
difference between the book value of the assettla@durrent value of estimated future financial
flows, discounted at the original effective inténege, is recognised in the income statemeneim it
“130 Net impairment losses on c) held-to-maturityahcial assets”. Any reversals of impairment
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losses are recorded in the income statement itehe ifeasons for the previous impairment losses
cease to exist.

The fair value of held-to-maturity financial assitgletermined for information purposes or in case
of effective hedges for exchange rate risk anditresk (in relation to the hedged risk) and it is
estimated as described more in detail in Part Kalr‘value disclosure” of the Explanatory Notes.

Derecognition criteria

Held-to-maturity financial assets are derecogniséén the contractual rights to the cash flows
deriving from the financial assets expire or whae financial asset is sold together with the
substantial transfer of all the related risks aeddfits deriving from the ownership of the asset
itself.

Recognition criteria for income components

The result of the disposal or redemption of heldrtmturity financial assets is recorded in the
income statement under item "100 Profit (Loss) afe sor repurchase of c¢) held-to-maturity
financial assets”.

4 - Loans and receivables

Loans and receivables are recognised under “60d.aad receivables with banks” and “70 Loans
and receivables with customers”.

Recognition criteria

Initial recognition takes place as at the date isbursement on the basis of the related fair value
that corresponds to the amount disbursed, to custoend banks, inclusive of costs and income
directly attributable to it and that can be detewdi as from the origin, irrespective of the moment
they were settled. All the charges that are repayay the debtor or that are attributable to indérn
costs of an administrative nature are not includettie initial recognition value. In cases where th
net recognition value of the loan/receivable is dowhan the related fair value, due to the lower
interest rate applied with respect to the market ca that normally applied to loans with similar
features, the initial recognition is made for anoamt equal to the discounting back of the future
cash flows at a market rate and the difference déetwthe fair value thus determined and the
amounts disbursed is booked directly to the incetagement in the interest item.

This item, according to the pertaining breakdown type, includes the loans subject to
securitisation transactions for which the IAS 3@uieements for the derecognition from the
financial statements do not exist.

Classification criteria

Loans and receivables include the amounts disbucsedstomers and banks, both directly and via
acquisition from third parties, which entail fixed determinable payments, which are not listed on
an active market and which are not classified aeption under “Available-for-sale financial
assets”. Amounts receivable for repurchase agretsnaes also included in this item.

Measurement criteria

Subsequent to initial recognition, loans and reaaies are measured at “amortised cost”, equal to
the initial recognition cost, decreased / increalsgdhe capital repayments, impairment losses /
reversals of impairment losses and amortisaticadcutated using the effective interest rate method
- of the difference between the amounts disbursetl taat which can be repaid on maturity,
attributable typically to the costs / income booldkctly to the individual loan/receivable. The
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effective interest rate is identified by calculgtithe rate that makes the current value of therdutu

flows of the loan/receivable, in terms of capitatianterest, equal to the amount disbursed incéusiv

of the costs / income attributable to the loan/nedge.

The amortised cost method is not used for loarsirables whose brief duration suggests that the

effect of application of the discounting back iglgible. These loans and receivables are valued at

historical cost and the costs / income referrintheosame are assigned to the income statement in a

linear manner over the contractual duration ofdtume. A similar approach is adopted for loans and

receivables without a definite maturity or subjectevocation.

The loan/receivable book is subject to periodic sneament at least at each reporting date or

interim statement, so as to identify and estaladishobjective impairment losses.

This circumstance applies when it is envisaged ttiatbank is not able to collect the amount due,

on the basis of the original contractual conditionsather, for example, in the presence of:

-significant financial difficulties of the issuer the debtor;

-violation of the contract, such as breach or nayapent of the interest or the principal;

-granting to the beneficiary of a concession/facithat the bank has taken into consideration
mainly for economic or legal reasons relating ® financial difficulties and that otherwise it
would not have granted;

-probability that the debtor may be subject to aptcy/insolvency proceedings or other financial
reorganisations.

-the disappearance of an active market of tharggas a result of the financial difficulties thfe
issuer;

-other evidence pointing to an objective reductidrthe issuer's ability to generate future cash
flows sufficient to meet its contractual commitrreent

The “non-performing” category includes all the leaand receivables for which objective evidence
of impairment exists (non-performing, probable dé&and positions past due by more than 90
days, as more clearly identified in part E, sectionCredit risk, 2.4 - Impaired financial asséts,
these explanatory notes), measured by the differesbween the book value and the current value
of the estimated future cash flows, discountechatdriginal effective interest rate of the relation
The cash flows envisaged take into account the a@&gderecovery timescales, the estimated
realisable value of any guarantees, as well agdbts which it is deemed will be incurred for the
recovery of the exposure. The valuation is anaytic type. The impairment must be possible to
guantify in a reliable manner and be correlateddmial and not merely expected events.

The exposures whose anomalous situation is atibeitto profiles pertaining to country risk are
excluded.

Loans and receivables for default interest accarennpaired assets (non-performing positions) are
recorded, and therefore impaired, to the exterittiieae is no certainty with regard to their effeet
collection.

Performing loans and receivables are measuredctioby, dividing them up into standardised risk
classes, establishing the Estimated Loss (EL) e@nlbhsis of the Probability of Default (PD)
produced by the Credit Rating System model andeiienate of the loss in the event of breach
(Loss Given Default — LGD) taken from the histolistatistical analysis of the trend of non-
performing and substandard loans. The estimatedtéd®s account of the impairment of the loans
as from the reporting date, but whose entity i$ stit known at the time of measurement, for the
purpose of taking the measurement model from th®maf estimate loss to the notion of latent
loss.

This method was adopted since it is convergent wWithmeasurement criteria envisaged by the
New Basel Agreement on capital requirements (B2)sel

In the presence of loans and receivables with esidents, their value is adjusted on a collective
basis in relation to the difficulties in servicitige debt by their countries of origin.
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Derecognition criteria

The full or partial derecognition of the loan orceevable is recorded respectively when it is
considered definitively unrecoverable, subject amkyuptcy proceedings or on any event after all
the debt collection procedures have been completed.

Recognition criteria for income components

The effects deriving from the analytical and cdilee measurements are booked to the income
statement.

The original value of the loan or receivable imstated if the reasons for the impairment made
cease to exist, recording the effects in the incetaement.

The amount of the losses due to full or partiakdegnition of a loan or receivable is recorded in
the income statement net of the impairment preWyoumsde.

Recoveries of amounts previously impaired are bddkereduce the item “Net impairment losses
on loans and receivables”.

5 - Hedging transactions

Risk hedging transactions are aimed at neutralipotgntial losses on exchange and interest rates.
The hedges can be divided up into the followinggaties:

» hedging of the fair value of a specific assetliability, which has the aim of maintaining the
current value of a financial asset/liability in theesence of interest rate changes;

* hedging of the future cash flows attributableatepecific asset or liability, which has the aim of
maintaining the cash flow of a financial assetiligbin the presence of interest rate changes;

* hedging of the effects of an investment in fonecgirrency.

Recognition criteria

Financial hedging derivatives are initially recaggd and subsequently measured at fair value and
classified in asset item 80 and liability item 6@<tiging derivatives”.

A relation qualifies as hedging if all the followgrconditions are satisfied:

* at the start of the hedge, there is a designatiehformal documentation of the hedge accounting,
the nature of the risk hedged and the risk objestpursued;

« the definition of the criteria for determiningetiefficacy of the hedge;

» the expected hedge is highly effective and carrdiiebly measured and the measurement is
carried out on an on-going basis.

Measurement criteria

The determination of the fair value of the derivatinstruments is based on prices taken from
regulated markets or provided by qualified opesator models for the measurement of the options
or on models discounting back future cash flows$efige is considered highly effective if, both at

the start and during its life, the change in thevalue or the cash flows of the element hedged ar

almost completely offset by the change in the ¥alue or the cash flows of the hedging derivative,

or rather the effective results remain within ateimal between 80% and 125%.

Transactions are no longer considered hedging if:

* the hedge made via the derivative ceases or lisnger highly effective;

* the derivative expires, is sold, terminated areised,;

* the element hedged is sold, expires or is reisgu)r

* the hedging definition is revoked.

The ineffective part of the hedge is provided by thfference between the change in the fair value
of the hedging instrument and the change in thevidue of the hedged element.
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For the purposes of determining the efficacy oftibdge, both forecast and retrospective tests are
carried out, at least at the end of each repopergd.

Derecognition criteria

The recognition in the financial statements of hegdransactions is interrupted when the efficacy
requirements are no longer observed, when theyeaneked, when the hedging instrument or the
instrument hedged expires, is discharged or sold.

Recognition criteria for income components

The fair value change of the hedged instrumengfiective fair value hedges, is recorded in the
income statement item “90 Net hedging income (egp¥n The fair value changes of the hedged
element, attributable to the hedged risk with teewétive instrument, are recorded in the income
statement to offset the change in the book valueehedged element.

If the hedge no longer satisfies the criteria feinly recorded as such or the derivative is terrathat
also due to the insolvency of the counterpart,difference between the book value of the hedged
element at the time the hedge ceases and that widald have been its book value if the hedge
had never existed, in the event of interest-bedimancial instruments, is amortised in the income
statement, over the residual life of the originatije; in the event of non-interest bearing findncia
instruments, this difference is recorded direatlyhie income statement.

6 - Equity Investments

Recognition criteria
Equity investments are stated in the financiakstents at purchase value.

Classification criteria
The item includes the equity investments in sulasiels, associates and jointly controlled entities
(joint ventures) or subject to significant influenaf the Bank.

Measurement criteria

Equity investments are carried at cost.

If evidence exists that the value of an equity steeent may have undergone a reduction, steps are
taken to estimate the recoverable amount of saidsiment, including the final disposal value of
the investment and/or other measurement elemehishvare compared with the book value of the
equity investment. If this is lower, the differensebooked to the income statement under the item
“Net gains (losses) on equity investments”.

If the reasons for the impairment cease to exidhén to an event that has taken place after the
recognition of the drop in value, reversals of imp&nt losses are booked to the income statement,
in the same item indicated above, up to the exiktite previous impairment.

Derecognition criteria
Equity investments are derecognised when the adothrights to the corresponding cash flows
deriving from the assets expire or when the equoitgstments are sold substantially transferring all
related risks and benefits.
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Recognition criteria for income components

In compliance with IAS 18, dividends are recogniséten the right of the shareholders to receive
the payment is established and, therefore, afterdd#ite of adoption of the resolution by the
shareholders’ meeting of the company in which tieeholdings are held.

7 - Tangible assets

Recognition criteria

Tangible assets whose cost is reliably determimetifeom which it is probable future economic
benefits will derive, are recognised in the finahstatements.

Tangible assets are initially recognised at puretwast, inclusive of accessory charges incurred for
the purchase and putting the asset into operation.

For the first-time adoption of IAS/IFRS, the exemptprovided by IFRS 1, Article 16, was taken
advantage of by opting for the measurement of ingklat fair value, as a substitute for cost, as at
1 January 2005.

The cost model was adopted for the measurementiloiitgs subsequent to that date.

Extraordinary maintenance costs that increasedhee\of assets are allocated to the assets to which
they refer. Ordinary maintenance costs are recedrdgectly in the income statement.

Assets acquired under financial leases are recardedcordance with the provisions of IAS 17,
which envisages the recording of the asset undebé#iance sheet assets, offsetting the amounts
due to the lessor, and the calculation of the drgtien over the estimated useful life of the asset
The lease payments are booked to reduce the deptificipal and in the income statement under
interest expense for the financial component.

Leasehold improvement and expenses incurred asuli of a lease agreement on third party assets
that are expected to provide future benefits, acended in item “150 Other assets” when they are
not autonomously identifiable or separable.

Classification criteria

Tangible assets include real estate propertied, lastallations, furniture and furnishings, antewt
office equipment. These are assets instrumentah&supply of services.

The value of the land pertaining to the propertytsulowned is recorded separately from the
building, in that fixed asset with an indefiniteetid life. Therefore, lands are not depreciated,
whereas buildings with a limited life are depreetat

Measurement criteria

Subsequent to initial recognition, tangible asseésmeasured at cost net of depreciation and any
impairment losses.

The depreciation is calculated systematically omstraight-line basis by means of technical-
economic rates representative of the residual bitisgiof use of the assets. Land is an exception,
not subject to depreciation given the impossibildy determining its useful life, and in
consideration of the fact that the related valu@as usually destined to drop in relation to the
passage of time.

At the end of each reporting period or interim pdriif there is any indication that the asset may
have been impaired, a comparison is made betweehabk value of the asset and its recoverable
amount, equal to the fair value, net of any salests; and the related value in use of the asset,
understood as the current value of the future floviginated by the asset, whichever is the lower.
Potential impairments are recognised in the incetagement.
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Derecognition criteria
A tangible fixed asset is eliminated from the bakasheet at the time of disposal or when the asset
is permanently withdrawn from use and no futureneooic benefits are expected from its disposal.

Recognition criteria for income components

Impairments are recognised in the income statenoewiker item “170 Depreciation and net
impairment losses on tangible assets”.

The depreciation of leasehold improvements to aqubrses for third party assets takes place on
the basis of the contractual duration, a minimurd gears, in relation to the physical deterioration
and the residual possible useful life. This is rded in the income statement under item “190 Other
operating income/expense”.

8 - Intangible assets

Intangible assets comprise software for long-tes®, intangible assets linked to the enhancement
of relations with customers (core deposits) andigolh

Recognition and classification criteria

Intangible assets represented by software andiuaeaces owned by the Bank are recognised in the
financial statements only if they comply with thequirements that they are independently
identifiable and distinct, that it is probable thature economic benefits will be realised, and tha

the cost itself can be measured reliably.

The core deposits were recognised in the consetidéhancial statements at the time of the
acquisition of Credito Veronese and, at the timéhefincorporation, recorded in the 2012 financial
statements using the same criteria. They werenraligi recognised by means of the discounting
back of the flows representative of the profit niasgover a period that expresses the residual
duration, contractual or estimated, of the relaiahthe time of merger.

The goodwill is represented by the difference, whesitive, between the purchase cost incurred
and the value in use, as from the purchase dat#heofassets and the balance sheet elements
acquired within the sphere of a company merger.

Measurement criteria

Intangible assets represented by software andliossaces are recorded in the financial statements
at cost net of amortisation and impairment lossas. amortisation is calculated systematically on a
straight-line basis by means of technical-econaiaies representative of the residual possibility of
use of the assets. At the end of each reportinpgbethe residual life is measured to check the
adequacy.

Intangible assets represented by core deposinanetised on a straight-line basis over eight years
a period that approximates the period of greatgriitance of the expected economic benefits, as
from 30 April 2011, date of acquisition of contmler Credito Veronese.

Goodwill is not amortised in consideration of itslefinite useful life, but it is subject to cheakin

of the adequacy of the recognition value (impairtriest) at least once a year, generally at the time
of preparation of the annual financial statememd B any event on occurrence of events that
suggest that the asset has been impaired. Any glbamiwairment, even if in subsequent years the

reasons they were made cease to exist, cannoinseated.
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Derecognition criteria
An intangible fixed asset is eliminated from théalbae sheet at the time of disposal or when its use
permanently ceases.

Recognition criteria for income components
Impairment losses are recognised in the incomerstt under item “180 Amortisation and net
impairment losses on intangible assets”.

Negative goodwill

When in a business combination the net fair valuth® acquired identifiable assets, liabilities and
contingent liabilities exceeds the cost of the bess combination, the purchaser:

(a) reviews the identification and measurement datifiable assets, liabilities and contingent
liabilities of the acquiree and the determinatiémhe cost of the combine;

(b) recognises immediately in the income stateraagitresidual excess after the new measurement.

9 — Current and deferred taxation

The items “tax assets” and “tax liabilities” in thgalance Sheet contain tax receivables and
payables.

Current taxes for the year are determined by apgliie tax rates and current legislation; they are
recorded as liabilities, net of advances paidhe&extent that they have not been paid. They ieclud
those not yet paid relating to previous years.

They are recognised as assets in the event thantbant paid, by way of advance or withholdings
made, is in excess with respect to the amount cueta the extent that the receivables are
recoverable in subsequent years.

Prepaid and deferred taxes are determined on #ig bfithe balance sheet liability method, taking

into account the timing differences (deductibletaxable) between the book value of an asset or
liability and its value recognised for tax purpases

The recognition of “prepaid tax assets” is caroed if their recoverable value is deemed probable.
They involve a future reduction of the taxable hasethe presence of an advance tax paid with
respect to the economic - statutory pertinence.

“Deferred tax liabilities” are recognised in alktleases where it is probable that the relatedityabi
will arise. They represent a future increase intéxable base, determining a deferral of the tarati
with respect to the economic - statutory pertinence

Deferred taxes have not been provided for with neé¢m reserves subject to deferred taxation, since
no distributions are envisaged with regard to theserves.

The provision for income taxes is determined onbthgis of a prudential forecast of the current tax
liability, deferred and prepaid.

Tax assets and liabilities, as a rule, are recegn&s an offsetting item in the income statement,
except in the case that they derive from transastishose effects are attributed to shareholders
equity, in which case they concern the calculatibthe specific valuation reserves.

10 - Provisions for risks and charges
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Provisions for risks and charges concern specd&tscand liabilities whose existence is certain or
likely, but whose amount or timing is not yet knowh the end of the reporting period. The

allowance to provisions for risks and charges isenaxclusively when:

- an actual obligation exists (legal or implicit) bgithe result of a past event;

- it is probable that the fulfilment of this obligati will involve payment;

- a reliable estimate can be made of the amounteoblbtigation.

The amount of the allowance is represented by dlhneist value of the liabilities that it is supposed

will be incurred for discharging the obligation. Afiever the time factor is significant, provisions

are discounted using current market rates. Thecteffediscounting is recognised in the income

statement, as is the increase in provisions asudt ref the passing of time.

11 - Post-employment benefits

On the basis of the international accounting stedgjgost-employment benefits are considered to
be “a benefit subsequent to the employment relahigri of a defined-benefit type, whose value is
determined by means of actuarial methods. Consdguére year end measurement of the item in
guestion is carried out on the basis of the methiothe benefits accrued using the unit credit
method envisaged (Projected Unit Credit Method)s Thethod envisages the discounting back of
the projection of the future outlays on the bagdiistorical, statistical and probabilistic analyse
and the adoption of suitable demographic techrbeakes. This makes it possible to calculate the
post-employment benefits accrued at a given dada iactuarial sense, distributing the liability ove
all the years of estimated residual permanenckeoéxisting workers, and no longer as a liability t
be settled in the event the company ceases itgitadi at the end of the reporting period, as
envisaged by Italian legislation.

The measurement of post-employment benefits of eyepls is carried out by an independent
actuary in compliance with the method indicatedvabo

Further to Italian Law No. 296 of 27 December 2a0é, portions of indemnity accrued up until 31
December 2006 remain with the company, while thmsgrued after are assigned to supplement
pension funds or the INPS treasury fund, at thecehof the employee. No actuarial calculations
have been made on these amounts, which take dortheof a defined-contribution plan, since the
Bank’s obligation vis-a-vis the employee ceases Wit payment of the accrued portions.

The actuarial gains and losses, which arise duehémges or adjustment of the previous cases
formulated, including the effects of changes in digcount rate, lead to a re-measurement of the
post-employment benefits liability. They are bookedshareholders' equity under the valuation

reserve “Actuarial gains/loss on defined-benefihgyen plans” and their booking to the income

statement is no longer allowed.

Italian Law No. 190/2014 (2015 Stability Law) inthaced the possibility for the workers to directly
perceive the portion of post-employment benefits@ed in the month in their pay packet; in this

case, the booking of the cost to the income staterntekes place directly in the month of
disbursement.

12 - Liabilities and securities issued

The item represents the various forms of fundingl#ished by the Bank: due to banks, due to
customers, bonds and certificates of deposits isbye¢he Bank.
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Recognition criteria

The recognition of these financial liabilities takglace at the time of receipt of the depositsriake
or the issue of the debt securities. Recognitiaat fsir value, generally equal to the value reedjv
or the issue price, adjusted by any directly attable initial charges or income.

Measurement criteria

After initial recognition, financial liabilities & measured at amortised cost using the effective
interest rate method if the duration is more th@nnionths, as an offsetting item to the income
statement.

Financial liabilities lacking repayment plans areasured at cost.

The fair value of the hedging instruments is deteeth by discounting back the cash flow with the
risk free curve. Debt instruments linked to shamsdal instruments, foreign currency, credit
instruments or indices are considered to be stredturhe embedded derivative is separated from
the host contract and represents a stand-alongatled if the criteria for the separation are
observed. In this latter case, the host contrasidsrded at amortised cost.

Derecognition criteria

Payables and securities issued are cancelled fnenfitancial statements when they expire, are
discharged or sold.

Securities issued by the Bank are stated net ofgmyrchases. The re-allocation of own securities
previously re-purchased is recorded as a new @issale value.

13 - Other information

Other assets

Item “150 other assets” includes the assets nobatable to the other balance sheet asset itdams. |
also comprises the expenses for leasehold imprawsmessentially involving the costs for
renovating rented property; the related amortisasaecorded in the item “Other operating income
and expense”.

Purchases and sales of financial assets
Purchases and sales of financial assets are resabas at the settlement date.

Repurchase agreements and security lending transacst

Repurchase agreement transactions that envisage obiigation for the transferee to
resell/repurchase forward the assets covered biyahsaction (for example, securities) and security
lending transactions in which the guarantee isesgmted by cash that falls under the complete
disposition of the bearer, are treated as reposrefbre, the amounts received and disbursed are
recorded in the financial statements as payablésraceivables. In detail, the afore-mentioned
funding repurchase agreements and security lentliagsactions are stated in the financial
statements as payables for the forward amountuegewhile those involving lending are stated as
receivables for the spot amounts.

These transactions do not lead to changes in twises portfolio. Accordingly, the cost of the
funding and the income from lending, representethleycoupon accrued on said securities and the
differential between the spot price and the forwpride, are stated on an accruals basis in the
income statement items relating to interest.

Foreign currency assets and liabilities
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Foreign currency assets and liabilities are resmghiat the time of settlement of the related
transactions.

Transactions denominated in foreign currency acerded, at initial recognition, in the reporting
currency by applying the exchange rate ruling antthnsaction date.

At the end of each reporting period, the foreigrrency items are measured as follows:

* monetary items are converted using the exchaatgeat the end of the reporting period;

* non-monetary items carried at their historicattcare converted at the exchange rate in effect at
the transaction date;

* non-monetary items valued at fair value are caedeusing the exchange rates at the end of the
reporting period.

Exchange differences arising on the settlementafetary items or on translating monetary items
at rates different from those at which they wemngstated on initial recognition or in previous

financial statements are recognised in the incam@terment relating the period in which they arise.
When a gain or loss from a non-monetary item igi@drat shareholders' equity, the relevant
exchange rate difference is also carried at eq@onversely, when a gain or loss is recognised in
the income statement, the associated exchangealifédéeence is also recognised in the income
statement.

Own shares

Shares issued and repurchased are recorded ascardnluction of shareholders' equity. No profit
or loss resulting from the purchase, sale, issusancellation of said instruments is recorded & th
income statement. Any amount paid or received fod snstruments is recorded directly under
shareholders' equity.

Gains and losses arising from their subsequent a&erecognised as changes in shareholders’
equity, under the item “Share premium reserve”.

Securitisations

All the existing securitisation transactions weaeried out after 1 January 2004.

The loans sold are not derecognised from the fiahstatements if a substantial amount of risks
and benefits is still retained, although formalihey have been sold without recourse to a special
purpose entity. This may occur, for example, whHenliank subscribes tranches of Junior notes or
similar exposures, as in this case it shall bearritk of the initial losses, and likewise it shall
benefit from the return on the transaction.

Similar representation criteria, based on the peex® of substance over form, are applied in
recognising accruals.

Recognition criteria for income components

Besides the matters illustrated in the basis ofgmtation, revenues are recognised when they are
received or, on any event, when it is likely thaiufe benefits will be received and these benefits
can be reliably quantified. In detail:

- interest on due from customers and banks isitiegsinder interest income and similar revenues
deriving from loans and receivables with banks angstomers and is recognised on an accruals
basis. Default interest is recognised on an acsrbasis and written down for the portion that is
deemed as non-recoverable;

- dividends are recognised in the income statemvéen received or when, on the basis of IAS 39,
section 55, the right to payment arises;

- commission and interest received or paid relatm@nancial instruments are recognised on an
accruals basis.
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The costs are recognised when they are incurréldwiog the criterion of correlation between
costs and revenues that derive directly and joifrtyn the same transactions or events. Costs
directly attributable to the assets valued at aisedtcost and that can be determined from the
beginning, regardless of the moment when they aid flow to the income statement by applying
the effective interest rate. Costs that cannotirideed] to revenues are immediately charged to the
income statement.

Impairment losses are recognised in the incomersgit in the financial year in which they are
recognised.
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A.3 - Disclosure on transfers between financial ass
portfolios

The Bank has not carried out, either in the curognit the previous financial year, reclassificago

of the portfolio of financial assets from categereeasured at fair value to the categories caatied
amortised cost based on the possibilities introdubg EC Regulation no. 1004/2008 of the
European Commission.

It allows in "rare circumstances" to transfer fingh instruments allocated in the trading book to
other portfolios with a different measurement methbhis circumstance came about during 2008,
year in which, due to the crisis that had hit thtennational markets, since market prices no longer
adequately expressed the fair value of financisiriiments, they had lost significance and ran the
risk of distorting the representation of theserunsients in the financial statements of companies
applying IAS/IFRS, causing abnormal fluctuationshia income statement and in equity.

A.3.1 Reclassified financial assets: book valuejrfaalue and
effects on comprehensive income

As at 31 December 2017, there are no previouslgssified securities.

A.3.2 Reclassified financial assets: effects onngmehensive
iIncome before transfer

A.3.3 Transfer of financial assets held for trading

A.3.4 Effective interest rate and cash flows expmettfrom
reclassified assets

The tables have not been drawn up in that durirky 28ere were no reclassifications of financial
assets.

A.4 - Information on fair value

In December 2012, the European Commission approbgdmeans of EU Regulation No.
1255/2012, the new IFRS 13 standard “Fair Valuevdeament”, in force as from 1 January 2013.
IFRS 13 defines fair value as: "the price that widug received for the sale of an asset or thatdvoul
be paid for the transfer of a liability in a regul@ansaction between market operators on the
measurement date”.

In determining the fair value, IFRS 13 providesierdrchy of techniques to determine this value in
order to maximise the criteria of reliability andrifiability (IFRS 13 par. 72).

The concept of Fair Value Hierarchy (hereinafteiodlFVH") provides for the classification of the
fair value measurement based on three differemidefievel 1, Level 2 and Level 3) in descending
order of observability of the inputs used to estarthe fair value.

FVH provides for the following levels:
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1. Quoted prices taken from active markets (LeyekHe fair value derives from quoted prices in

active markets for identical assets or liabilitteat the entity can access at the measurement date

(IFRS 13 par. 76).

An active market is a market in which transactiflmghe asset or liability take place with sufficie

frequency and volume to provide pricing informataman ongoing basis (IFRS 13 Appendix A).

2. Measurement methods based on observable maskatpters (Level 2): the fair value is

determined from inputs that are observable forabset or liability, either directly or indirectly.

(IFRS 13 par. 81).

Level 2 inputs include (IFRS 13 par. 82):

- quoted prices in active markets for identicak#sor liabilities;

- quoted prices for identical or similar assetiaiilities in markets that are not active;

- inputs other than quoted prices that are obséviab the asset or liability, for example: intdres
rates, yield curves, volatility etc.);

- input from or corroborated by observable marletd

3. Measurement methods based on unobservable nakaneters (Level 3): the fair value is a

Level 3 if the inputs used in the valuation teclueis| of the fair value are unobservable on the

market (IFRS 13 par. 86).

When using Level 3 inputs, it must be considered the aim of the measurement is to determine

an exit price (transfer price) to the market pgwaat holding the financial instrument. Level 3

inputs must reflect the assumptions of the Bankmamnket participant assumptions, in attributing a

price to the instrument (IFRS 13 par. 87).

Level 3 inputs are developed based on the bestnmafiton available on the basis of inside

information to the Bank.

As a result, the information inside the Bank must dorrect if there are evidences, without
excessive costs or efforts, that the market ppards will use different assumptions (IFRS 13 par.
89).

The Fair Value Hierarchy gives the highest priotibythe use of Level 1 inputs and the lowest
priority to Level 3 inputs (IFRS 13 par. 72). Inngeal, if the inputs used to measure fair value are
categorised into different levels of the fair valbeerarchy, the fair value measurement is
categorised in its entirety in the level of the &stvlevel input that is significant to the entire
measurement, as described in IFRS 13 par. 73.

A fair value measurement, developed using the igcerof the present value, could be classified in
Level 2 or 3 depending on the significant inputstfee entire measurement and the level of these
inputs (IFRS 13 par. 74).

The assessment as to the significance of the imghith determines the classification in Level 2
rather than Level 3, requires the expression ofidgment by the evaluator, which takes into
account specific factors of the asset or liability.

For the financial instruments measured at fair @ailn the financial statements, the Board of

Directors of Banca Valsabbina, with the collabamatof external professionals, approved a "Fair

Value Policy" that gives the highest priority toofed prices in active markets and the lowest

priority to the use of unobservable inputs, in tthety are more discretionary, in line with the fair

value hierarchy shown above.

More specifically, this policy defines:

- the rules for identifying the market data, the siba/hierarchy of information sources and price
configurations required for enhancing the finanamstruments on active markets and classifies
at Level 1 of the fair value hierarchy (“Mark to Kat Policy”);

- the valuation techniques and the related inputrpaters in all cases where it is not possible to
adopt the Mark to Market Policy ("Mark to Model Rgt' for Level 2 or 3 of the hierarchy).
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Mark to Market Policy

To determine fair value, the Bank uses informatiased on market data, any time it is available,
obtained from independent sources, in that consttler be the best evidence of fair value. In this
case, the fair value is the market price of theesamasured instrument, meaning without changes
in or recomposition of the instrument itself, whican be taken from the listings expressed by an
active market (and classified in Level 1 of the falue hierarchy). A market is considered active
when the transactions occur with sufficient freqryeand volume to provide useful information for
determining the price on an ongoing basis (IFR&fAgendix A).

The following are generally considered active nagsk

- regulated securities and derivative markets, ithexception of the Luxembourg stock market;

- certain OTC electronic trading networks, whenegiwcircumstances are in place based on the
presence of a certain number of contributors witlecatable offers, characterised by bid-ask
spreads — i.e., the difference between the prisellar is offering for a security (ask price) ahé t
price a buyer is willing to pay (bid price) — falij within a given tolerance threshold;

- the secondary market for UCIT units, expressethbyofficial NAV (Net Asset Value), based on
which the issuing asset management company guasmbesettle the units in a short time. In
particular, these are open-end harmonised UCIT duntaracterised by type of investment and
high levels of transparency and liquidity

Mark to Model Policy

When the Mark to Market Policy is not applicablechuse there are no prices directly observable
on active markets, it is necessary to use valuagohniques that maximise the use of information
available on the market, based on the following sueament approaches: recent transactions,
transactions in similar instruments, methods oétgaluation, discounting of future cash flows.

In detalil:

- debt securities are measured by discounting ¢éggderash flows, suitably adjusted to account for
issuer risk;

- unlisted equity securities are measured by neigno direct transactions of the same security or
similar securities observed over a suitable tinaenfe as compared to the valuation date, using the
comparably company market multiples method, andilibately using financial, income and
equity valuation methods;

- investments in UCITs, other than those harmoneeh-end, are measured on the basis of the
NAVs made available by the fund administrator or the management company. These
investments usually include private equity funds)| estate funds and hedge funds.

A.4.1 Levels of fair value 2 and 3: valuation tecigoues and
inputs used

In the absence of prices listed on active markéis,financial instruments must be classified in
levels 2 or 3.

Classification in Level 2 rather the Level 3 isatatined on the basis of the possibility to observe
on the market significant inputs used for the pagof determining the fair value. A financial
instrument must be fully classified in a singledewvherefore, if the inputs used to measure fair
value are categorised into different levels, thevalue measurement is categorised in its entirety
the level of the lowest level input if it is sigizi&nt to the entire measurement.

If the weight of the unobservable data is prevaleith respect to the overall measurement, the
level assigned is "3".
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Fair value determined using Level 2 inputs

The following types of investments are normally sidered Level 2:

- unlisted equity securities on active markets, snezd:

- by means of the multiple valuation technigue$grring to a selected sample of comparable
companies with respect to the subject-matter afatédn;

- based on the prices of recent transactions;

- assuming price indications provided by the issummeerpart possibly adjusted to take into
account the counterpart and/or liquidity risk (Baample: the price resolved by the Board of
Directors/Shareholders’ meeting for the sharesriisted industrial co-operative banks, the
value of the holding communicated by the managenoembpany for closed-end funds
reserved for institutional investors, the redempt@lue determined in compliance with the
issue regulations for insurance agreements);

- debt securities, not listed on active marketswhich the inputs, including the credit spreads, are
taken from market sources (for example, interetssrar yield curves observable at commonly
quoted intervals, implicit volatility and creditrgads);

- funds characterised by significant levels of s@arency and liquidity, measured on the basis of
NAVs provided by the management company/fund adstratior, published on a weekly and/or
monthly basis.

Fair value determined on the basis of Level 3 input

The following financial instruments are generalbnsidered Level 3:

- hedge funds characterised by significant levélgliquidity and for which it is believed that the
valuation process of the fund significantly reqsige number of assumptions and estimates. The
fair value measurement is carried based on the N&djusted if necessary to account for the
fund’s diminished liquidity, i.e., the time spantlween the date of the request for redemption and
that of the actual redemption, as well as for gestommissions for exiting from the investment;

- real estate funds measured based on the lat@itdlae NAV;

- illiquid share-based securities for which no r@ctansactions are observable or comparable,
usually measured on the basis of the equity model,

- illiquid equity securities not traded on an aetimarket, in relation to which the fair value canno
be determined to a reliable extent according tontlest common methods (in the first place, the
discounted cash flow analysis) stated at cost,séeljiito take account of any significant decreases
in value;

- debt securities characterised by complex findnsieuctures for which sources not publicly
available are generally used; these are non-bindiiges and also not corroborated by market
evidence;

- debt securities issued by entities in financistrdss for which the management must use its
judgement in defining the “recovery rate”, sincerthis no significant prices observable on the
market.

A.4.2 Processes and sensitivity of measurements

The measurement methods indicated above are pmallydimplemented to take into account the
change in the observable elements (e.g. rates at@rikes) and any significant change in the credit
and market risk of the financial assets measured tbquires a change to the measurement
technique.

A.4.3 Fair value level
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The Bank classifies the measurements at fair vafidlee financial assets and liabilities on the basi
of a level hierarchy that reflects the significarafethe inputs used in the measurements, whose
criteria has been stated previously.

A.4.4 Other information

As part of the financial assets and liabilitiess tAS standards also include loans and receivables
with banks and customers and liabilities with baakd customers or represented by securities.
With regard to on-demand / upon revocation depaaitd loans, an immediate maturity of the
contractual obligations is undertaken coincidinghwhe end of the reporting period, and therefore
their fair value is approximate to the book valui&ewise, the book value is adopted for short-term
loans.

With regard to medium/long-term loans to customéhg, fair value is obtained by means of
valuation techniques, discounting back the residoalractual flows to the current interest rates,
appropriately adjusted to take into account thedibm®rthiness of the individual borrowers
(represented by the probability of default andhmy @éstimated loss in the event of default).

With regard to medium/long-term debt, representgddxrurities and for which application of the
fair value options was opted for, the fair valuedstermined discounting back the residual
contractual flows using the “zero coupon” rate euobtained, via the bootstrapping method, from
the curve of the market rates.

With regard to medium/long-term debt representedsegurities valued at amortised cost and

subject to hedging for the rate risk, the book gakiadjusted due to the hedging of the fair value

attributable to the risk hedged discounting baekrtHated flows.

With regard to derivative contracts traded on ratpd markets, the market price on the last listing

day of the period is adopted as fair value.

With regard to over the counter derivative consathe market value as at the reference date is

adopted as fair value, determined according toféllewing methods in relation to the type of

contract:

- for contracts on interest rates: the market vaduepresented by the so-called “replacement cost”
determined by means of the discounting back ofiifferences, to the envisaged settlement dates,
between the flows calculated at the contract ratesb the estimated flows calculated at market
rates, objectively determined, current at yeartgndqual residual maturity;

- for option contracts on securities and otherrursents: the market value is determined making
reference to recognised pricing models (e.g. B&&choles).

Impaired assets

The definition of the financial assets in the vasaisk categories is that envisaged in the current
Supervisory reports and the internal provisionsictix the rules for the transfer of the loans and

receivables within the sphere of the various ristegories.

Reference is made to the recognition, classificatimeasurement and derecognition criteria
previously indicated for each financial stateméami as well as to Part E, section 1 - Credit risk,

2.4 - Impaired financial assets in these explayatotes.

With regard to impaired assets, the book valueentkd to be an approximation of the fair value.

Method for determining the amortised cost
The “amortised cost” of a financial asset or lispilis equal to the initial recognition cost,
decreased / increased by the capital repaymenpsiiment losses / reversals of impairment losses
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and the amortisation - calculated using the effedmterest rate method - of the difference between
the amounts disbursed and that which can be repaidaturity, attributable typically to the costs /
income booked directly to the individual loan/reedle.

The effective interest rate is the rate that egealithe current value of a financial asset orlitgbi

to the contractual flows, for principal and intdred the future payments or those received ug unti
maturity or on the subsequent rate recalculatida.da

With regard to fixed rate instruments or thoseised rate for temporary periods (e.g. step up
bonds), the future cash flows are determined irbses of the interest rate known during the life o
the instrument.

With regard to floating rate financial assets abliities, the determination of the future castwio

is carried out on the basis of the last known rAteof each price review date, steps are taken to
recalculate the repayment plan and the effectite o return on the entire useful life of the
financial instrument, in other words until the nréyudate.

The amortised cost is applied for loans and rebtédga for financial assets held until maturity, for
those available for sale, for payables and seearisisued.

The financial assets and liabilities traded underk&t conditions are initially recognised at their
fair value, which normally corresponds with the ami paid or disbursed inclusive of the
transaction costs and the directly bookable comonss

Transaction costs are considered to be the intemaaginal costs and income attributable at the
time of initial recognition of the instrument, neichargeable to the customer.

These accessory components, which must be attoleuta the individual assets or liability, affect
the effective return and make the effective interate different from the contractual interest rate
Therefore, the costs and income referable withastindgtion to several transactions and the
correlated components that may be subject to retogruring the life of the financial instrument,
are excluded.

Furthermore, the costs that the Bank will havenur irrespective of the transactions, such as
administrative, stationery and communication caats,not considered in the calculation.

Methods for determining impairment losses on finaatassets.

Reference is made to the impairment formalitiesciegd previously for each financial statement
item.

With reference to available-for-sale assets, thecgss for the recognition of any impairment
envisages the checking of the presence of impairnmehcators and the determination of any
impairment.
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Quantitative information
A.4.5 Fair value level
A.45.1 Assets and

recurring basis: breakdown by fair value level

liabilities measured at fair wval on a

Financial assets/liabilities at fair value Total 31/12/2017 Total 31/12/2016

L1 L2 L3 L1 L2 L3
1. Financial assets held for trading - 174 - - 392 2
2. Financial assets measured at fair value - 9,38( - - 9,175
3. Available-for-sale financial assets 863,022,210 63,9601,194,173 9,522 49,661
4. Hedging derivatives - - - - - -
5. Tangible assets - - - - -
6. Intangible assets - - - - - -
Total 863,027 12,384 73,3401,194,173 9,914 58,838
1. Financial liabilities held for trading 135 - - 269 -
2. Financial liabilities measured at fair value - - - - -
3. Hedging derivatives - - - - - -
Total - 135 - - 269 -
Key:

L1=Level1 L2=Level 2 L3= Level 3

Shares issued by financial intermediaries of EW@@10 thousand are classified in FV Level 2 of
the “Available-for-sale financial assets”, valuedcarding to the price taken from the last
significant transactions or using a price takemfimilar securities.

Securities classified in FV Level 2 consist of:

Arca S.g.r., valued for a total of Euro 8,307 themu$ by using the price taken from similar
securities listed on the Italian Stock Exchange;

Cedacri S.p.A. valued for Euro 3,903 thousand uthegorice criterion of the last exchanges
carried out; in the specific case, in December 26bndo Strategico Italiano acquired 27%
of the shares of Cedacri from various financiaéintediaries and this price was therefore
used in order to value the share in our finand&atesnents.

FV Level 3 of the AFS portfolio of an amount of B63,960 thousand includes the securities listed

(with changes) in the next table of part A.4.5.2:

- units of mutual funds of Euro 48,059 thousand anliasis of price indications provided by the
issuer counterpart; the aggregate includes botis ohiequity funds (Fondo Atlante) and units of
real estate funds.

Fondo Atlante employed a large part of its resaures already pointed out in the report on
operations, in the recapitalisation of Veneto Baand Popolare di Vicenza; these banks were
put into compulsory winding-up and, as a resulg tmit-holders of the Fund unfortunately

incurred substantial capital losses. Banca Valsabbecorded capital losses of Euro 3,997
thousand in the income statement, an amount inguBuro 959 thousand allocated at the end
of 2016 to negative equity reserves.

Capital losses on other real estate funds amouatédiro 1,428 thousand; Euro 1,167 thousand
were recognised in the income statement and thisded Euro 134 thousand already recognised
in the negative equity reserve. The residual amainEuro 261 thousand was recognised
through shareholders’ equity, since the conditifors a direct write-down to the income
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statement are not met. During the year, units indéoFenice of Euro 7,650 thousand and in
Fondo Namira of Euro 5,750 thousand were subscribed
- shares of Euro 15,104 thousand, correspondingetwdluation of the equity investment held in
the Bank of Italy and the interest in the F.l.T\@luntary Scheme
- Multiseller NPL bonds of Euro 797 thousand, rephidng the period for Euro 740 thousand.

The change in “financial assets held for trading’niot significant and therefore presents a nil

balance.

Two insurance policies valued as at 31 Decembe¥ 2@tording to the indications provided by the
issuers are recognised in item 30. Financial asseésured at fair value.

A.4.5.2 Annual changes of financial assets measurat fair
value on a recurring basis (Level 3)

o Financial | » zilable-for- . . .
Financial assety  assets sale financial H(_edgllng Tangible | Intangible
held for trading megsured al assets derivatives assets assets
fair value

1. Opening balances 2 9,174 49,661 -
2. Increases 105 2058 22,641 -
2.1 Purchases 105 - 22,553 -
2.2 Gains recognised in: - 205 85 -
2.2.1 Income statement - 2085 66 -

- of which: Capital gains - 205 66 -
2.2.2 Shareholders’ equity - - 19 -
2.3 Transfers from other levels - - - -
2.4 Other increases - - 3 -
3. Decreases 107 - 8,347 -
3.1 Sales 106 - 1,85( -
3.2 Redemptions - - 741 -
3.3 Losses recognised in: - - 5,744 -
3.3.1 Income statement - - 5,485 -

- of which Capital losses - - - -
3.3.2 Shareholders’ equity - - 261 -
3.4 Transfers to other levels - - - -
3.5 Other decreases 1 - 5 -
4. Closing balances - 9,38( 63,96( -
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reakdown of financial assets measured at fair vakion a recurring basis (Level 3) — ortfolio
Breakd f f [ t datf ] b Level 3) — AFS tfol
Bonds Shares Mutual funds
< C < Py
= - | 2 |8cn| 3z |88 22 | 22 | 22 | 22 | Bz | @2 | &
5 D | BE% |&25| 22 |S2m3| 0Q | 88 | 88 | 28 | 22 | 3 | 3
= ) <o |=30| 58 |5438 =T A am | 2mM | QF | »3 E
m z T m i 4> 2 = = = < 0
byl ® 193 < H \ < = wn
1.  Opening balances 1,540, 1,784 7,500 415( 3,098 484 940 7,652 963| 11,216 14,069 -| 49,661
2. Increases 3 66 7,500, 1,103 550 - - - 19 -] 7,650/ 5,750, 22,641
2.1 Purchases - - 7,500 1,103 550 - - - - -| 7,650/ 5,750 22,553
2.2 Gains recognised in: - 66 - - - - - - 19 - - - 85
2.2.1 Income statement - 66 - - - - - - - - - - 66
- of which: Capital gains - 66 - - - - - - - - - - 66
2.2.2 Shareholders’ equity - - - - - - - - 19 - - - 19
2.3 Transfers from other level - - - - - - - - - - - - -
2.4 Other increases 3 - - - - - - - - - - - 3
3. Decreases 746| 1,850 - 1,414 3,038 149 41 726 - 117 228 33| 8,342
3.1 Sales - 1,850 - - - - - - - - - - 1,850
3.2 Redemptions 741 - - - - - - - - - - - 741
3.3 Losses recognised in: - - - 1,414 3,038 149 41 726 - 117 228 33| 5,746
3.3.1 Income statement - - - 1,414 3,038 149 41 726 - 117 - - 5,485
- of which Capital losses - - - - - - - - - - - - -
3.3.2 Shareholders’ equity - - - - - - - - - - 228 33 261
3.4 Transfers to other levels - - - - - - - - - - - - -
3.5 Other decreases 5 - - - - - - - - - - - 5
4. Closing balances 797 - 15,000 104 610 335 899 6,926 982| 11,099 21,491 5,717 63,960
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A.4.5.3 Annual changes of financial liabilities dair value on a
recurring basis (Level 3)
The Bank did not issue financial liabilities atrfaalue.

A.4.5.4 Assets and liabilities not measured at faalue or at fair
value on a non-recurring basis: breakdown by faiale level

Assets/liabilities not measured at fair 31/12/2017 31/12/2016
value or measured at fair value on a
non-recurring basis BV L1 L2 L3 BV L1 L2 L3

1. Held-to-maturity financial assets - - - - - - -
2. Loans and receivables with banks 129,372 - 129,372 212,026 -l - 212,026
3. Loans and receivables with custom| 3,039,985 2,923 811| 3,180,057 2,762,450 5,845 - | 2,848,951
4. Investment property - - - - -l - -
5. Non-current assets held for sale
disposal groups - - - - -l - -
Total 3,169,357 2,923 811| 3,309,429 2,974,474 5,845 -| 3,060,977
1. Due to banks 687,269 - 687,269 795,650 -l - 795,689
2. Due to customers 2,609,955 - 2,609,955 2,406,793 -| -] 2,406,793
3. Securities issued 550,803 - 549,548 746,949 -l - 745,089
4. Liabilities associated with assets h
for sale and discontinued operations - - - - - - -
Total 3,848,027 - 3,846,772 3,949,392 - -| 3,947,571

A.5 Information on the “day one profit/loss”

This section is not drawn up since there were aastctions of this type.
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Part B - Information on the Balance Sheet

Assets

Section 1 - Cash and cash equivalents - Item 10
The balances of currencies in legal tender and ddrdaposits with the Bank of Italy are reported
in this section.

1.1 Cash and cash equivalents: breakdown

Item/Amounts Total 31/12/2017 Total 31/12/2016
a) Cash 15,771 13,468
b) Demand deposits with Central Banks - -
Total 15,771 13,468

The item “Cash” includes the balances of coins laawknotes at the branch accounts, cash point
machines and the centralised account. Foreign lmaegramount to Euro 319 thousand. At year

end, there were no demand deposits with the Bartalyf The Compulsory Reserve is recorded

in item “60 Loans and receivables with banks”.

Section 2 - Financial assets held for trading - ite20
All the financial assets (debt securities, equjti¢SIT units, derivatives) used for trading witleth

aim of generating profits from the change in thatesl prices or using the related liquidity over
the short-term, are classified in this item.

2.1 Financial assets held for trading: breakdown bype

Total 31/12/2017 Total 31/12/2016
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3

ltem/Amounts

A On-balance sheet assets

1. Debt securities - - - - - -

1.1 Structured securities - - - - - -

1.2 Other debt securities - - - - -

2. Equity securities - - - - - 2

3. UCIT units - 4 - - - -

4. Loans - - - - - -

4.1 Repurchase agreements - - - - - -

4.2 Other - - - - -

Total A - - - - - 2

B Derivative instruments

1. Financial derivatives - 174 - - 392 -

1.1 trading - 174 - - 392 -

1.2 related to the fair value option - - - - - -

1.3 other - - - - - -

2. Credit derivatives - - - - _ -

2.1 trading - - - - - -

2.2 related to the fair value option - - - - - -

2.3 other - - - - - -

Total B - 174 - - 392

Total (A+B) - 174 - - 392 2
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“Derivative instrument” financial assets for tragiare made up of:

- with regard to level 2, Euro 173 thousand in fonemurrency forward transactions, whose
value is offset by the liability item 40 “Financikébilities held for trading”. The book amount
(intrinsic value) is the expression of a notionalue of the transactions equating to Euro 9,458
thousand,;

- again with regard to level 2, Euro 1 thousand beéhggintrinsic value referring to hedges of
foreign currency transactions carried out by thenkBawith a notional value of Euro 470
thousand.

The term “level”, in the heading of the various wahs, represents the different method of
measurement of the financial assets with the usdefel 1 of market values, for level 2 of
different external sources either direct (pricasindirect (derived from prices), and for level 8 0
internal measurements or the cost.

Complete disclosure on the fair value level is ped at the end of the accounting standards:
“Fair value disclosure”.

2.2 Financial assets held for trading: breakdown bdgbtor/issuer

Item/Amounts Total 31/12/2017 Total 31/12/2016

A. On-balance sheet assets

1. Debt securities - -

a) Governments and Central Banks - -

b) Other public bodies - -

c) Banks -

d) Other issuers -

N [

2. Equity securities -

a) Banks -

\S]

b) Other issuers: -

- insurance companies - -

- financial companies - -

- non-financial companies - 2

- other - -

3. UCIT units - -

4. Loans - -

a) Governments and Central Banks - -

b) Other public bodies - -

c) Banks - -

d) Other parties - -

Total A - 2

B. Derivative instruments

a) Banks - fair value 38 326

b) Customers - fair value 136 66

Total B 174 392

Total (A+B) 174 394
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Section 3 - Financial assets measured at fair valukem 30
This section is intended to recognise financiakesslesignated at fair value with the valuation

results recorded in the income statement (item dhGhe basis of the right acknowledged by IAS
39 (known as “fair value option”).

3.1 Financial liabilities measured at fair value:reakdown by type

Total 31/12/2017 Total 31/12/2016
Item/Amounts
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3

1. Debt securities - - - - - R
1.1 Structured securities - - - - - R
1.2 Other debt securities - - - - - R
2. Equity securities - - - - - -
3. UCIT units . - - - - -
4. Loans - 9,380 - - 9,175
4.1 Structured - - - - - -
4.2 Other : - 9,380 - - 9,175
Total - - 9,380 - - 9,175

Cost - - 9,000 - - 9,000

3.2 Financial assets measured at fair value: breakeh by debtor/issuer

Total Total
31/12/2017 | 31/12/2016

Items/Amounts

1. Debt securities -
a) Governments and Centra
Banks 4 -

b) Other public bodies - -
c) Banks - -
d) Other issuers - -

2. Equity securities
a) Banks - -
b) Other issuers: - -

- insurance companies - -
- financial companies - -
- non-financial companiées - -
- other - -

3. UCIT units - -

4. Loans 9,380 9,175
a) Governments and Centra
Banks . -

b) Other public bodies - -
c) Banks - -
d) Other parties - -
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Total | 9,380) 9,175|

Section 4 - Available-for-sale financial assetstein 40
Available-for-sale financial assets (debt secuwsijtiequities, units of mutual investment funds -

UCIT - etc.), valued at year end using the fairueabffset by shareholders' equity valuation
reserves, are classified in this item.

4.1 Available-for-sale financial assets: breakdowg type

Total 31/12/2017 Total 31/12/2016
Item/Amounts
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3

1. Debt securities 765,906 - 797 1,024,831 - 1,54(
1.1 Structured securities 2,955 - - - - -
1.2 Other debt securities 762,051 - 797 1,024,831 - 1,540
2. Equity securities 1,014 12,21( 15,161 108 9,522 13,357
2.1 Measured at fair value 1,014 12,21( 15,104 108 9,522 9,699
2.2 Measured at cost - - 57 - - 3,658
3. UCIT units 96,107 - 48,059 169,234 38,422
4. Loans r - - - - -
Total 863,027 12,21( 64,017 1,194,17 9,52 53,319

The portfolio of available-for-sale financial assatcludes:

- government securities and bonds (banking book)mended for trading;

- units of mutual investment funds (UCIT);

- equity securities including the interests heldlérg-term investment, a list of which is included
in the report on operations.

FV level 3 includes Euro 57 thousand in unlistedreh maintained at cost, in the absence of

manifestations of risk that require a different swgament.

The term “level”, in the heading of the various wahs, represents the different method of
measurement of the financial assets with the usdefel 1 of market values, for level 2 of
different external sources either direct (pricasindirect (derived from prices), and for level 8 0
internal measurements or the cost.

Complete disclosure on the fair value level is ped at the end of the accounting standards:
“Fair value disclosure”.
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4.2 Available-for-sale financial assets: breakdowg debtor/issuer

Iltem/Amounts Total 31/12/2017 Total 31/12/2016
1. Debt securities 766,703 1,026,371
a) Governments and Central Banks 724,636 1,019,880
b) Other public bodies - -
¢) Banks 15,507 -
d) Other issuers 26,56( 6,491
2. Equity securities 28,384 22,987
a) Banks 16,118 9,576
b) Other issuers 12,267 13,411
- insurance companies - -
- financial companies 8,336 9,673
- non-financial companies 3,931 3,734
- other - -
3. UCIT units 144,166 207,656
4. Loans - -
a) Governments and Central Banks - -
b) Other public bodies - -
c) Banks - -
d) Other parties - -
Total 939,254 1,257,014

With regard to the distribution of the financiakats by economic sector the issuers belong to, the
classification criteria envisaged by the Bank afjithave been used.

Table “4.3 Available-for-sale assets: subject t@rmihedging” is not drawn up since no micro
hedges have been made.

Section 5 - Held-to-maturity financial assets - e50
This section is not drawn up because the Bank doekold any financial assets classified as thus.
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Section 6 - Loans and receivables with banks - I1t6th

This item

includes the unlisted financial

assetse dfrom banks,

classified

in the

“loans/receivables” book including the deposit wiitle Bank of Italy for the Compulsory Reserve.

6.1 Loans and receivables with banks: breakdownyjpe

Total 31/12/2017 Total 31/12/2016
Type of transaction/Amounts FV FV FV FV FV FV
BV Level1 | Level2 | Level 3 BV Level1l | Level2 | Level 3
A. Loans and Receivables with
Central Banks 46,801 - - - 23,647 - - -
1. Time deposits - - - - - - - -
2. Compulsory reserve 46,801 - - - 23,647 - - -
3. Repurchase agreements - - - - - - - -
4, Other - - - - - - -
B. Loans and receivables with
banks 82,571 - - - 188,379 - - -
1. Loans 63,066 - - - 143,070 - - -
1.1 Current accounts and demand
deposits 9,629 - - - 5,008 - - -
1.2. Time deposits 28,167 - - - 15,698 - - -
1.3. Other loans: 25,280 - - - 122,364 - - -
- Reverse repurchase
agreements - - - - - - - -
- Finance leases - - - - - - - -
- Other 25,280 - - - 122,364 - - -
2. Debt securities 19,505 - - - 45,309 - - -
2.1 Structured securities - - - - - - - -
2.2 Other debt securities 19,505 - - - 45,309 - - -
Total 129,372 - -| 129,372 212,026 - -| 212,026

The balances recorded in this item have

counterparts.

not bebjeato impairment because they are deemed
to be fully recoverable considering the duration tbé investment and the quality of the

Just the balance of the Compulsory reserve, amugitai Euro 46,801 thousand, is recorded under

loans and receivables with Central banks.

The aggregate of loans and receivables with banksade up as follows:

- current accounts and demand deposits, held vath lbalian and foreign banks, of amounts in
Euro totalling Euro 4,112 thousand and amountsimeacy of Euro 5,517 thousand;

- time deposits, held with Italian banks of Euro12¥ thousand and foreign of Euro 5,010
thousand,;

- other loans of Euro 25,280 thousand; as at 3leméer 2016, this aggregate includes Euro

104,692 thousand relating to the advance paymeriyfmo Alpe Adria Bank S.p.A. for the

purchase of mortgage loans, purchase finalise@172

- debt securities, issued by banking counterpdriuco 19,505 thousand.

The tables “6.2 Loans and Receivables with bankijest to micro hedge” and “6.3 Financial
leases” are not drawn up due to the absence oftsarcdactions.

37



Section 7 - Loans and receivables with customeltem 70

This section includes unlisted financial assetsfdu®m customers classified in the

“loans/receivables” book.

7.1 Loans and receivables with customers: breakddwrtype

Total 31/12/2017 Total 31/12/2016
Type of transaction/Amounts Book value Fair value Book value Fair value
Impaired Impaired
Performing purch Other L1 L2 L3 Performing Purchad  Other L1 L2 L3
ased ed

Loans 2,626,745 95 319,260 2,369,343 378,683
1. Current accounts 408,887 64,050 409,795 80,751
2. Reverse repurchase agreements| - - -
3. Mortgages 1,843,064 95 247,297 1,570,100 289,518
4. Credit cards, personal loans and

salary-backed loans 830 359 874 432
5. Financial leases
6. Factoring - - - -
7. Other loans 373,964 7,554 388,574 7,982
Debt securities 93,884 14,424

8. Structured securities - -

9. Other debt securities 93,885 14,424

Total 2,720,630 95 319,260, 2,923 811| 3,180,057 2,383,767 378,683| 5,845 2,848,951

Loans and receivables with customers are statedf m@apairment.
Financial statement regulations envisage that |l@musreceivables with customers are stated in
separate columns with distinction between perfog@nd impaired, on the basis of their technical

form.

The impaired loans include bad loans, probableultsfaestructured and past due impaired loans,
as more fully illustrated in part E of these Explory Notes: Section 1- Credit risk.
The Fair Value column measures the exposures ohasis of the rates applied to the individual

transactions and the duration of the loans, disemliback on the basis of the existing market rate

curve.

Other loans include treasury operations with cérdoainterparts of Euro 60 million; as at 31
December 2016, the balance of these operationEwas63 thousand.
Debt securities include, for Euro 86,624 thousdhd,Valsabbina Investimenti security; this is a
bond fully subscribed by the Bank and issued bglacke company set up to securitise loans and
receivables with the Public Administration. 67.72%oloans and receivables acquired by the
vehicle consist of local governments, 15.04% oft@@ngovernments, 9.25% of local health

centres and the remaining 7.99% of other publiciatnation bodies; 68.36% of these loans and
receivables originate from the supply of raw mailerand energy services.
The greater value assigned to loans and receivablesthe merged Credito Veronese, originally
of Euro 5,612 thousand, amounts as at 31 Decem@&6 20 Euro 1,619 thousand, after
amortisation for the year of Euro 391 thousandrgéa@to the decrease in interest income.
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7.2 Loans and receivables with customers: breakddwrborrower/issuer

Total 31/12/2017 Total 31/12/2016
Type of transaction/Amounts | e erforming o
Performing Other Other

1. Debt securities: 93,885 - - 14,424 - -
a) Governments - - - - - -
b) Other public bodies - - - - - -
c¢) Other issuers 93,885 - - 14,424 - -
- non-financial 5,257 - - 5,872 - -
- financial companies 88,628 - - 8,552 - -
- insurance companies - - - - - -
- others - - - - - -
2. Loans to: 2,626,745 95| 319,260 2,369,343 -| 378,683
a) Governments - - - - - -
b) Other public bodies 19,096 - - 19,307 - -
c¢) Other parties 2,607,649 95| 319,260 2,350,036 -| 378,683
- non-financial 1,655,988 95| 244,667 1,487,106 -| 295,151
- financial companies 215,278 - 1,643 241,132 - 5,967
- insurance companies - - - - - -
- other 736,383 - 72,950 621,798 - 77,565
Total | 2,720,630 95| 319,260 2,383,767 -| 378,683

The distribution of loans and receivables by déelssuer is obtained using the classification
criteria envisaged by the Bank of Italy.

The tables “7.3 Loans and receivables with custensrbject to micro hedge” and “7.4 Financial
leases” are not drawn up due to the absence ofteutdactions.

Section 8 - Hedging derivatives — Item 80

This section is not drawn up because as at 31 De=er2017 the Bank did not have any
transactions of this type, as in the previous year.

Section 9 - Value adjustment to financial assetsbgct to macro-
hedging - Item 90

This section is not drawn up because the Bank doekold any financial assets classified as thus.
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Section 10 — Equity investments - Item 100

This section includes the equity investments irsgliary companies, jointly controlled companies
and equity investments in companies subject tafsgnt influence.

10.1 Equity investments: information on investmemdationships

Company name Register| Operating % equity

0 o .
od offica _ office investment Y% voting rights available

A. Fully-controlled companies
1. Valsabbina Real Estate S.R.L. Brescidrescia 100.00% -

B. Jointly-controlled companies - - - -
C. Companies subject to significant
influence - - - -
1. Polis Fondi Immobiliare di Banche
popolari SGR p.A. Milan Milan 9.80% -

10.2 Significant equity investments: book valueirfaalue and dividends received

Fair Dividends

Company name Book value ;
value received

A. Fully-controlled companies

1. Valsabbina Real Estate S.R.L. 107 - -
B. Jointly-controlled companies - - -
C. Companies subject to significant influence - - -
Total 10

Valsabbina Real Estate is fully owned; the constéd financial statements are not drawn up due
to the scant significance and relevance of thengaks of the subsidiary with respect to those of
the parent company, in application of the “Framdwimr the Preparation and Presentation of
financial statements”, which represents the conm@phodel underlying the IAS standards.

The financial statement total of the subsidiary r(E6,039 thousand) is lower than the limits
envisaged by the Supervisory instructions for tbasolidated indications (financial statement
assets less than Euro 10 million).

The reporting formats of the Company are enclosiéiu tive financial statements of the Bank.
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10.3 Significant equity investments: accounting armation

Depreciatio|
n/amortisat ) ]
Cash and _ion a_nd nel - Erof (FI,_:)osﬂst) Proffrlgr(LOSS) Profit ir?:tgrire Qom_prehen
cash Financial | .. Non-_ Financial | .. Non-_ Total . Net Lifelielit | (lLosis) from from discontinued| (loss) for | componentg Sive Income
Company name . financial | . ... financial | revenu| interest | losses on | operations . ) 3)
equivale | assets liabilities | ., ... . ; operations| operations | the year net of =~
assets liabilities es income | tangible gross of - =
nts and taxation net of net of (2) taxation 1)+ @)
. . taxation taxation 2)
intangible
assets
A. Fully-controlled companies - - 6,039 5,865 60 158 - - (351) (291) - (291) (291)
1. Valsabbina Real Estate s.r.l. - - 6,039 5,865 60 1,158 - - (351) (291) - (291) - (291)

B. Jointly-controlled
companies - - - -

C. Companies subject to
significant influence - - - - R

The figures indicated in the table are relatedh#ofinancial statements as at 31 December 201 8hdwesholders' equity of the subsidiary, inclusize
the profit (loss) for the year, amounts to Euro id&usand.
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10.4 Non-significant equity investments: accountimgformation

1%

Profit Profit (loss) Other Comprehensiv
(Loss) from Profit income np
Book value : - income
. Total | Total Total from discontinued| (loss) for | component;
Company name of equity T, . X 3)
: assets| liabilities | revenueq operations operations | the year net of _
investments . =
net of net of (2) taxation ) +(2)
taxation taxation 2)
A. Fully-controlled companies
B. Jointly-controlled companies - - - - - - - -
C. Companies subject to significant
influence 1,014{11,488 11,488 7,628 641 - 641 645 1,286

The figures shown refer to the financial statemastat 31 December 2016.

The row of Companies subject to significant infloerincludes the equity investment held by the Bankhe company Polis S.G.R.; the equity

investment was acquired during 2013 (50,960 PahsdiImmobiliare S.G.R. shares, equal to 9.80%hefghare capital), for Euro 1,205 thousand
with the principal aim of taking part in the managmt of the closed-end real estate funds that baem assigned properties by the subsidiary
Valsabbina Real Estate.

By virtue of the shareholders’ agreements, theihglas been classified under equity investmerigestto significant influence.
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10.5 Equity investments: annual changes

Items Total 31/12/2017 Total 31/12/2016
A. Opening balances 1,121 1,37p
B. Increases 295 130
B.1 Purchases - -
B.2 Reversals of impairment losses - -
B.3 Revaluations - -
B.4 Other changes 295 130
C. Decreases 295 384
C.1 Sales - -
C.2 Impairment losses 295 384
C.3 Other changes - -
D. Closing balances 1,121 1,121
E. Total revaluations - .
F. Total impairment losses 295 384

During the year, Banca Valsabbina paid over to itheestee company Real Estate Euro 295
thousand to cover losses; at the same time, it $teys to write down the investment of Euro 295
thousand recorded in the financial statements.

10.6 Commitments referred to equity investmentgaimtly controlled companies
There are no equity investments in jointly conedlcompanies.

10.7 Commitments referred to equity investmentgampanies subject to

significant influence

As things stand, there are no commitments withsPlg.r.

10.8 Significant restrictions
There are no cases of significant restrictionsidcated in section 22 b) and c) of IFRS 12.

10.9 Other information

A credit facility of Euro 15 million was made avatile to Valsabbina Real Estate; this facility was
used at year end by Euro 5,865 thousand, for pessinsactions falling within the cases for
which the company was established.

81 properties have been acquired since its formdtioan overall total of Euro 19.7 million; as at
31 December 2017, properties remained for an elpnvgalue of Euro 5.4 million.
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Section 11 — Tangible assets - Item 110

This item includes the tangible assets (properpéamt, machinery, furniture and other tangible
assets used in operations) owned or acquired dimdgice lease.

11.1 Tangible assets used in operations: breakdmi/assets measured at cost

Asset/Amounts Total 31/12/2017 Total 31/12/2016
1 Owned assets 29,234 27,694
a) land 2,597 2,219
b) buildings 23,800 23,038
c) furniture 511 492
d) electronic systems 444 492
e) other 1,882 1,453
2 Acquired under finance lease - -
a) land - -
b) buildings - -

c) furniture - -

d) electronic systems - -

e) other

Total 29,234 27,694

Owned properties have been used almost entirelynglihe year for banking activities. A real
estate leasing expired during the financial yearthe option to purchase was exercised.

11.2 Investment property: breakdown of assets meadwat cost
11.3 Tangible assets used in operations: breakdmfrevalued assets
11.4 Investment property: breakdown of assets meaduat fair value

There are no assets held for investment purposkseaalued assets used in operations.
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11.5 Tangible assets used in operations: changesmduthe year

Items

Land

Buildings

Furnit

ure

Electronic
systems

A. Gross opening balances

2,219

29,856

7,443

6,105

A.1 Net total impairment

6,818

6,951

5,613

A.2 Net opening balances

2,219

23,038

492

492

B. Increases

378

1,739

264

139

B.1 Purchases

378

1,725

163

139

B.2 Capitalised improvement expenditure

B.3 Reversals of impairment losses

B.4 Positive fair value changes recognised ir

a) shareholders' equity

b) income statement

B.5 Exchange rate gains

B.6 Transfers from investment property

B.7 Other changes

C. Decreases

C.1 Sales

C.2 Depreciations

C.3 Impairment losses recognised in:

a) shareholders' equity

b) income statement

C.4 Negative fair value changes recognised

a) shareholders' equity

b) income statement

C.5 Exchange rate losses

C.6 Transfers to:

a) investment property

b) assets held for sale and discontinued
operations

C.7 Other changes

79

79

D. Net closing balances

2,597

23,800

511

444

1,882

29,234

D.1 Net total impairment

7,386

6,657

2,709

6,701

23,453

D.2 Gross closing balances

2,597

31,18¢€

7,168

3,153

8,583

52,687

E. Measured at cost

The item tangible fixed assets amounts to Euro3B{Rousand, with an increase of Euro 1,540
thousand compared to the previous year, as thelami between purchases of Euro 3,438
thousand, depreciations of Euro 1,710 thousanddisgbsals of Euro 243 thousand and other

changes increasing all in all by Euro 55 thousand.

The purchases recorded in the table columns cdlexiture, electronic system and other assets”
concern the purchase of furniture, plant, electranachines for the office, alarm systems and

other minor categories, both for the head offices the branches.
The depreciation has been calculated on all thgilten assets, with the exclusion of land, in
relation to the estimated useful life of the saméndicated below:

Properties 33 - 50 years
Furniture and furnishing 7 years
Vehicles 4 years

Armoured counters 5 years
Electronic systems 4 years

Sundry machinery and equipment 5 years
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In the event of the purchase of properties, withadication in the deed of the separate value
pertaining to the underlying land, steps are takeassign this category 20% of the initial cost and
the remaining 80% to the item property.

11.6 Investment property: annual changes
There are no assets held for investment purposgshanefore steps have not been taken to draw
up the related tables.

Section 12 — Intangible assets - Item 120
This section comprises the intangible assets aseteby IAS 38.

12.1 Intangible assets: breakdown by type of asset

Total 31/12/2017 Total 31/12/2016

Asset/Amounts Definite Indefinite Definite Indefinite

duration duration duration duration
A.l1  |Goodwill - 8,458 - 8,458
A.2 |Other intangible assets 1,361 - 1,629 -
A.2.1 |Assets measured at cost: 1,361 - 1,629 -
a) internally generated intangible assets - - - -
b) other assets 1,361 - 1,629 -
A.2.2 |Assets measured at fair value: - - - -
a) internally generated intangible assets - - - -
b) other assets - - - -
Total 1,36 8,458 1,62 8,458

Intangible assets with a definite duration include:

- Euro 789 thousand relating to the costs incurredhie purchase of EDP programmes inclusive
of those supplied with specific invoicing by ourteaurcer; these costs are each year on the
basis of the useful life, as a rule 3 years. Al tlasses of intangible assets are measured at
cost;

- Euro 572 thousand relating to intangible assetstirto the relationship with the customer and
identified as “Core Deposits” emerging from the arporation of Credito Veronese.
Amortisation over 96 years is envisaged. The ihagiaount was Euro 3,428 thousand, the
portion pertaining to the 2017 income statemente®to Euro 428 thousand.

Intangible assets with an indefinite duration coisgar

- Euro 6,476 thousand for the goodwill relating te #tquisition of Credito Veronese;

- Euro 1,982 thousand for the residual goodwill, rded for Euro 4,220 thousand with the
incorporation of Cassa Rurale di Storo in 2000s l#ee amortisation of Euro 2,238 made
between 2000 and 2004.

On the basis of the IAS international accountirapngards, annual systematic amortisation is no
longer applied, but it is necessary at least ongeaa to check whether the goodwill assigned to a
specific CGU (Cash Generating Unit) has sufferechgrairment loss (impairment test). Pursuant
to IAS 36, an asset has undergone an impairmennibkebook value exceeds its recoverable
amount understood as the higher between its faievass selling costs and its value in use.

The identification of the CGUs to which the goodwilust be allocated, must be consistent with
the strategic vision of the company, and thus Withinternally recognised territorial areas. Since
each geographic area constitutes a CGU, its ovasalkssment represents the most appropriate
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approach for checking goodwill, albeit the CGUssishof a broader set of branches compared to
those originally acquired, i.e. compared to thasehich a goodwill was allocated initially.

The general rule established by par. 72 IAS 36 §st@ncy of the CGU identification criterion)
may be waived if the change in the CGU definitioitecion is justified by the reorganisation plan
that intervened on the management model. In tmgesd, the rule of par. 87 of IAS 36 is effective
(reorganisation of the IT system) and reads “leeatity reorganises the structure of its IT system
in such a way as to change the composition of gnmare cash generating units to which the
goodwill has been allocated, goodwill must be weated to the units concerned”. The
management, control, planning and reporting sysiéthe Bank refers to a CGU observed as a
whole.

Moreover, consider that goodwill represents thempuen paid for entry and development in the
reference area and that the CGUs include exchawfgessources and contracts with customers.
This, on the one hand, indicates the re-arrangefeall the original structure acquired and, on
the other, the transfer of know-how to the berddfihe entire Bank.

The process of implementing the network with thanibhes acquired by the incorporation of
Cassa Rurale di Storo and Credito Veronese, asasdhe normal territorial expansion process,
resulted in homogeneous areas characterised bgiragber other than the one identifiable at the
time of initial acquisition; in 2017, the procedderritorial expansion continued and the terrabri
areas were redefined.

The "Verona Area", which, until 31 December 201dmprised the seven branches acquired with
the Credito Veronese operation, was merged intméwe "North East Area" (comprising fourteen
branches), which also includes some branches aggitgvith the Bank following the Hypo Alpe
Adria Bank S.p.A. merger (see part G of these axgitary notes).

The "Valsabbia Area", an area of fourteen branett@sh, until 31 December 2017, included the
four branches acquired with Cassa Rurale di Stwras merged into the "Valsabbia and
Valtrompia Area" (twenty-two branches).

Therefore, the impairment test was carried outier"North East Area” CGU (in support of the
goodwill recorded during the Credito Veronese taatisn) and for the "Valsabbia and
Valtrompia Area"” CGU (in support of the goodwillceeded with the incorporation of Cassa
Rurale di Storo) with the support of a specialisgternal company.

The accounting standard suggests writing down gdbdiven the net book value of the CGU is
greater than the recoverable amount, where, irddimition of the recoverable amount, it was
deemed to show preference for the estimate of ahe\vn use with respect to the fair value. Due
to its characteristics, the value in use is an watadn method that is well suited to the
characteristics of the banking sector, as wellasgyaligned with the practice that has developed
in this field. Furthermore, the need to calculat¢hbthe value in use and the fair value ceases
when one of the two is higher than the book valuthe asset, given that this condition excludes
that the same has undergone a permanent impaiftossnt

The value in use of the CGU was established byodisiing back the forecast cash flows, which
in the case of banking concerns correspond to thieles of capital available after the
capitalisation requirements laid down by sectoulatipns (Excess Capital Method or Dividend
Discount Method - DDM) have been met.

The development of the DDM envisages the estimétthe projections of the available cash
flows, the discounting back rate and the long-tgrowth rate (g).

The cash flows available for the 2018-2022 periaterestimated on the basis of the economic
and financial projections prepared by the Managémen

The discount rate was estimated as equal to theottise capital on the basis of the Capital Asset
Pricing Model (CAPM) from which a rate of 8.78% eges. The model expresses a linear
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relationship, under conditions of balance of thekais, between the return of an investment and

its systematic risk. The return on an investmertalculated as the sum of the risk free rate and

the premium for the risk assigned to it accordmghe following formula:

Ke =rf +B x (rm - rf) where:

* rf is the return of an asset with no risk (fresk rate);

* B is the volatility index of the investment;

* (rm - rf) is the premium for the risk.

The parameters used were:

- Risk free rate: 1.89% (average value of thernston 10-year Government securities. The
average value of the returns in a period of obsenvaorresponding to three months)

- Beta: 1.25% average of the betas surveyed $angple of listed Italian banks

- Premium at risk: 5.50% estimate of the marketniwen provided by the difference between the
return of a diversified portfolio made up of alethsk investments available on the market and
the return of a security lacking risk.

The growth rate (g) was assumed to be 1.5%, ohdkes of the expected rate of inflation and in

line with practice in this field with regard to thmarameters used for the impairment test of

goodwill.

For the purpose of checking the measurement oflihage in the values obtained with respect to

the parameter used, subsequent sensitivity analsee carried out, including an analysis

developed considering changes in the “Ke” discoatd and the medium/long-term growth rate

“g” of £25 bps.

The North East Area CGU has an accounting goodvfilEuro 6.5 million and Core Deposits
(recorded in intangible assets) of Euro 0.4 milli@t of the tax effect; both assets were subject to
impairment test, although core deposits were reyudanortised.

The estimated value in use was Euro 43.8 milliomgared to an operating capital - minimum
shareholders' equity requirement - of Euro 25.0ionil the theoretical goodwill amounted to Euro
18.8 million, higher than Euro 6.9 million of thedk value of the recognised intangible assets.
The sensitivity analysis provided a range of estamaf the value of the goodwill attributable to
the CGU ranging from Euro 15.9 million to Euro 22dillion; therefore, also varying the
parameters used, it is indicated that the bookevafithe intangible assets is confirmed.

The Valsabbia and Valtrompia CGU have an accourgoadwill of Euro 2 million; this goodwill
is residual compared to the initial one of Euro #hiftion, partially amortised.

The estimated value in use was for this Area E&.d énillion compared to an operating capital -
minimum shareholders' equity requirement - of E@d7 million, to which corresponds a
goodwill of Euro 33.3 million, higher than the boe&lue of the recorded intangible assets.

The sensitivity analysis provided a range of estamaf the value of the goodwill attributable to
the CGU ranging from Euro 29.3 million to Euro 3&idillion; therefore, also varying the
parameters used, it is indicated that the bookevafithe intangible assets is confirmed.

Moreover, as a mere simulation, both for the gotidderiving from the Credito Veronese

operation and for the goodwill deriving from thecamporation of Cassa Rurale di Storo, an
impairment test was carried out using economic famaincial projections consistent with the

structure of each CGU before the reorganisatio@0h7; however, at the end of this estimation
process, the stability of the goodwill is confirmed

On the basis of the results of the analysis cawigd amounts representing impairment losses on
intangible assets with an indefinite duration weoé booked to the income statement.
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12.2 Intangible assets: annual changes

Items

Goodwill

Other intangible
assets: internally
generated

Other intangible
assets: other

Def.

Indef.

Def.

Indef.

Total

Gross opening balances

8,458

4,442

12,900

Al

Net total impairment

2,813

2,813

A2

Net opening balances

8,458

1,629

10,087

Increases

646

646

B.1

Purchases

646

646

B.2

Increases in internally generated intangi
assets

B.3

Reversals of impairment losses

B.4

Positive fair value changes

- to shareholders' equity

- to income statement

B.5

Exchange rate gains

B.6

Other changes

Decreases

Cl

Sales

Cc.2

Impairment losses

- Amortisation

- Impairment

+ shareholders’ equity

+ income statement

C.3

Negative fair value changes

- to shareholders' equity

- to income statement

C.4
)

Transfers to non-current assets held for
sale and discontinued operations

C5

Exchange rate losses

C.6

Other changes

D.

Net closing balances

8,458

1,361

9,819

D.1

Total net impairment losses

3,234

3,234

E.

Gross closing balances

8,458

4,595

13,053

F.

Measured at cost

Key Def: with definite duration Indef: with indefinituration

12.3 Other information

With regard to intangible fixed assets (IAS 38times 122 and 124), it is hereby specified that:
- there are no intangible assets pledged as calldte the Bank’s liabilities;
- there are no commitments to purchase intangisets;
- - there are no intangible assets acquired undandial or operating lease agreement or via

government concession;

- there are no revalued intangible assets recordiir atalue.

Section 13 — Tax assets and tax liabilities
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This section includes the tax assets (current aaplgd) and tax liabilities (current and deferred),
without offsetting between the prepaid tax assetsdeferred tax liabilities, stated respectively in
items 130 of the assets and 80 of the liabilities.

Asset item 130 and Liability item 80

Prepaid taxes are recorded on the basis of thepildy of their future recovery.

The rates used for the recognition of the prepaid deferred taxes are 27.50% for IRES
(company earnings’ tax) and 5.57% for IRAP (regldnssiness tax), rates in force also for 2017,
the 2016 stability law (Italian Leg. Decree 147/2D&nvisages that, as from 1 January 2017 the
ordinary IRES rate will decrease to 24%, but atstuee time an additional IRES of 3.50% will be
introduced for banks and financial institutions. sAgesult, the prepaid taxes that will be recovered
as from that date must be calculated always alRES rate of 27.50%.

IRES on 5% of any capital gains and IRAP accordmghe normal rate are reckoned on the
shares subject to participation exemption, on tsesbof current legislation.

Italian law 190 of 23 December 2014 (2015 Stabiliayv) envisaged the deductibility of costs of
permanent personnel from taxable IRAP (regionatipetion tax) of companies as from the 2015
financial year.

Current assets, totalling Euro 7,636 thousandessmt the surplus of Ires/Irap advances for 2015
and 2016 with respect to the final tax charge loise years.

With reference to prepaid taxes recognised dutggyear, note that these mainly relate to the
recognition of taxes relating to the Ires tax Iégs 2017, recognised in consideration of the
prospective positive economic results envisagedhbylong-term anticipatory plan approved by
the Board of Directors. Prepaid taxation was amrded, relating to the negative value of net
production relevant for IRAP purposes, intended fi@nsformation into a tax credit (Law
214/2011).

The positive effects of the prepaid taxes recoghesed cancelled during the financial year of
Euro 4,755 thousand and of deferred taxes of EBfbtBousand, are recognised in the income
statement under item “260 income taxes for the yi8mn continuing operations” of Euro 5,035
thousand.

The Bank has entered into a tax consolidation ageee for IRES purposes with the subsidiary
Valsabbina Real Estate.
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13.1 Deferred tax assets: breakdown

Total 31/12/2017 Total 31/12/2016
ltems Law No. Other Law No. Other
Through the income statement:
Impairment of loans and receivables deductib 42,816 - 46,753 -
- from previous years 42,816 - 46,753 -
- from current year - - - -
Exemption of goodwill and other elements fro
incorch))ration ’ 1818 ) 2,026 )
Exemption of goodwill from consolidation 2,937 - 2,937 -
Tax losses 4,413 5,162 1,838 -
Allowance to provision for risks and charges - 610 - 715
Provision for guarantees given - 247 - 632
Financial assets - 62 - 194
Administrative expense and other items - 1,715 - 1,085
Total through the income statement 51,98 7,796 53,554 2,626
Through shareholders' equity:
AFS securities - 4,903 - 5,663
- bonds - 2,713 - 3,038
- shares - - - 45
- mutual funds - 2,190 - 2,580
Actuarial effect on employee benefits - 319 - 323
Total through shareholders' equity - 5,222 - 5,986
Total 51,984 13,018 53,554 8,612

Prepaid taxes “as per Italian law No. 214/2011"those recorded in relation to the impairment of
loans and receivables not yet deducted and thes\@lthe goodwill and other intangible assets
whose negative components are deductible in subsétax periods. In the event of the recording
of a statutory or tax loss, they permit transfoioratnto a tax credit that can be used immediately,
with benefits, including supervisory.

On the basis of Stability Law No. 147/2013, in #ame circumstances, the same possibility has
been extended to the IRAP, in the presence of ¢iahrstatements closing with a loss or a
negative net production value (IRAP declaratiorhvatloss).

Italian Decree Law No. 83/2015 envisaged that,ramfl January 2016, impairment losses on
loans and receivables with customers recorded enfitancial statements will become fully
deductible during the year in which they are recsgph instead of deductible over five financial
years as introduced by Italian Law No. 147/2013;2015, a transitional regime was envisaged
for which 75% of the losses/write-downs were deitblet The remaining 25%, as well as the
amount still to be recovered as at 31 December 2044 and will be deducted as from 2016 until
2025 with a measure varying from 5% to 12% of theable base.

The amount of taxes “as per ltalian Law No. 214420domes to Euro 51,984 thousand and is

made up as follows:

- Euro 42,816 thousand for taxes relating to residuphirment losses of receivables of previous
years: Euro 15,520 thousand formed until 2012, EA3®65 thousand in 2013 and 2014 and
Euro 3,331 thousand in 2015. These taxes will bevered, to a variable extent depending on
the year, between 2018 and 2025;
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- Euro 1,818 thousand derive from the exemption of #lements resulting from the
incorporation of Credito Veronese of which Euro 4%7,5thousand concerns the goodwill
originating from the financial statements as aD&tember 2012, as envisaged by Article 186
of the ITCA (with regard to this case, taxes fot8th were recovered in 2017, for Euro 119
thousand) and Euro 271 thousand refer to “othenetgs from incorporation” and in other
words to the Core Deposits and the Loans/Receigab&r Value, for which a temporary
misalignment of one year exists between the timaooking to the financial statements and the
year of recovery for tax purposes;

- Euro 2,937 thousand derive from the misalignmenttda purposes of the goodwill and the
other intangible assets recorded autonomouslyar2@i1 consolidated financial statements as
envisaged by Article 23 of Italian Decree Law N&/ZD11 and Article 20 of Italian Decree
Law No. 201/2011. By means of the amendments mad&aban Law No. 228 dated 24
December 2012, the recovery in 10 annual portialigake place by the end of 2020;

- Euro 4,413 thousand refers to prepaid taxationtingjato the Ires tax loss (Euro 3,913
thousand) and to prepaid taxation relating to thgative value of net production relevant for
IRAP purposes, destined for transformation intexadredit (Euro 500 thousand).

Prepaid taxes through shareholders’ equity amauiuto 5,222 thousand; of this, Euro 4,903
thousand refers to the capital losses booked toghative valuation reserves (the amount derives
from the application of the rate envisaged on tgass negative reserves for Euro 14,827
thousand), and Euro 319 thousand refers to theamatudifferences registered on post-
employment benefits.

13.2 Deferred tax liabilities: breakdown

Items Total 31/12/2017 Total 31/12/2016

Through the income statement:

- on sundry capital gains 1 2
- on valuation of properties at revalued cost - 60
- on accumulated depreciation of land 181 181
- on default interest 270 375
- on amortisation of goodwill 550 515
- on dividends still to be collected 18 19

- on payments to the F.I.T.D. Voluntary
Scheme 35 182

Total through the income statement 1,055 1,334
Through shareholders' equity:
Available-for-sale financial assets

- bonds 40 358
- shares 632 758
- mutual funds 77 244
Total through shareholders' equity 749 1,360
Total 1,804 2,694

The amount of deferred taxes with an offsettingyemt the income statement decreased mainly
due to the collection of default interests.
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Deferred taxes with an offsetting entry in shardbdd’' equity amount to Euro 749 thousand and
relate to the positive reserves from valuation \ailable-for-sale securities totalling Euro 9,459

thousand gross.

Deferred tax liabilities on monetary revaluatiosage/es subject to deferred taxation have not been
recognised, since it is deemed that the possibihyt the taxation pre-requisite will apply

(distribution of the same) is very remote.

13.3 Changes in prepaid taxes (through the inconi@esment)

Total 31/12/2017 Total 31/12/2016
1. Opening balance 56,180 56,617
2. Increases 10,644 3,612
2.1 Prepaid taxes recognised in the financial year 10,644 3,612
a) relating to previous financial years 125 33
b) due to changes in accounting policies - -
c) reversals of impairment losses - -
d) other 10,519 3,579
2.2 New taxes or increases in tax rates - -
2.3 Other increases - -
3. Decreases 7,044 4,049
3.1 Prepaid taxes cancelled during the finanaaly 6,009 4,049
a) reversals 6,009 4,049
b) impairment losses due to non-recovergbilit - -
¢) changes in accounting policies - -
d) other - -
3.2 Reductions in tax rates - -
3.3 Other decreases: 1,035 -
a) conversion into tax assets set forthatidh Law
214/2011 1,035 -
b) other - -
4. Closing balance 59,780 56,180

The decrease in prepaid taxes is mainly due torglersal of prepaid taxes relating to the
impairment of prior loans and receivables of Eu/@83 thousand, whereas the increase is largely
due to the recognition of prepaid taxation relatioghe IRES and IRAP tax loss (Euro 9,575
thousand, of which Euro 4,413 thousand can be cteo/éto a tax credit under Law 214/2011).

13.3.1 Changes in prepaid taxes set forth in Itadidaw 214/2011 (through the

iIncome statement)

Total 31/12/2017

Total 31/12/2016

1. Opening balance

53,554

54,248

2. Increases

4,684

2,206
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3. Decreases 6,254 2,900
3.1 Reversals 4,417 2,900
3.2 Transformations into tax credits 1,035 -

a) deriving from losses for the year - -

a) deriving from tax losses 1,035 -
3.3 Other decreases 802 -
4. Closing balance 51,984 53,554

13.4 Changes in deferred taxes (through the incostatement)

Total 31/12/2017 Total 31/12/2016
1. Opening balance 1,334 1,025
2. Increases 89 311
2.1 Deferred taxes recognised in the financiaf yea 89 311
a) relating to previous financial years - -
b) due to changes in accounting policies - -
c) other - 311
2.2 New taxes or increases in tax rates -
2.3 Other increases - -
3. Decreases 368 2
3.1 Deferred taxes cancelled during the finangalr 368 2
a) reversals 368 2
b) due to changes in accounting policies - -
c) other - -
3.2 Reductions in tax rates - -
3.3 Other decreases - -
4. Closing balance 1,055 1,334

13.5 Changes in prepaid taxes (through shareholderguity)

Items Total 31/12/2017 Total 31/12/2016
1. | Opening balance 5,986 5,161
2. |Increases 2,890 4,141
2.1| Prepaid taxes recognised in the financial year - 4,141
a) relating to previous financial years - -
b) due to changes in accounting policies - -
c) other 2,890 4,141
2.2| New taxes or increases in tax rates - -
2.3| Other increases - -
3. | Decreases 3,654 3,316
3.1| Prepaid taxes cancelled during the financial year 3,247 3,297
a) reversals 2,866 2,993
b) impairment losses due to non-recoverability - -
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¢) due to changes in accounting policies

d) other 381 304
3.2| Reduction in tax rates - -
3.3| Other decreases 407 19
4. | Closing balance 5,222 5,986
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13.6 Changes in deferred taxes (through sharehoklequity)

Items Total 31/12/2017 Total 31/12/2016
1. | Opening balance 1,360 1,077
2. |Increases 333 537
2.1| Deferred taxes recognised in the financial year 333 537
a) relating to previous financial years - -
b) due to changes in accounting policies - -
c) other 333 537
2.2| New taxes or increases in tax rates - -
2.3| Other increases - -
3. | Decreases 944 254
3.1| Deferred taxes cancelled during the financial year 602 245
a) reversals 598 153
b) due to changes in accounting policies - -
c) other 4 92
3.2| Reduction in tax rates - -
3.3| Other decreases 342 9
4. | Closing balance 749 1,360
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Section 14 - Non-current assets held for sale andpdsal groups and

associated liabilities -

liabilities

At the end of the reporting period, there are nn-aarrent assets and liabilities held for sale and

discontinued operations.
Section 15 — Other assets — Item 150

15.1 Other assets: breakdown

ltem 140 under assets andm 90 under

Items Total 31/12/2017 | Total 31/12/2016

Credits for direct taxes relating to previous ficiahyears and accrue

interest 1,184 1,184
Withholdings 770 905
Amounts due from tax authorities for advances paid 10,423 13,097
Current account cheques and foreign currency dawpanks and

third parties 10 16
Guarantee deposits on behalf of the Bank 46 37
Securities transactions pending final allocation 51 62
Cheques being processed 5,572 4,484
Sundry utilities to be debited/SDD/Other items 28,416 16,759
Cheques returned unpaid 30 17
Credit cards and Cashline card withdrawals 451 415
Credit transfers and debits to be made 4,967 3,613
Prepaid expenses 964 746
Costs for leasehold improvements 991 1,083
Total 53,875 42,418

The amounts due from tax authorities for advaneéd gefer to the advances paid for stamp duty,

for substitute tax on mortgage loans and on cagéal.

“Other items” includes the receivable from Fondoafgico Italiano for the partial disposal of the
equity investment held in Cedacri, an operation tineed in the Report on Operations. The

receivable was collected in January 2018.
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Liabilities and shareholders’ equity

Section 1 - Due to banks - Item 10

1.1 Due to banks: breakdown by type

Type of transaction/Amounts Total 31/12/2017 Total 31/12/2016

1. Due to central banks 686,955 510,000
2. Due to banks 314 285,650
2.1 Current accounts and demand deposits 314 27,063
2.2 Time deposits - -
2.3 Loans - 205,426

2.3.1 Repurchase agreements - 190,405

2.3.2 Other - 15,021
2.4 Payables for commitments to repurchase owityequ 1

instruments

2.5 Other payables - 53,161
Total 687,269 795,680
Fair value - Level 1 - -
Fair value - Level 2 . .
Fair value - Level 3 687,269 795,649
Total fair value 687,269 795,649

Deposits with Central Banks are made up of theovahg loans taken out with the ECB for the
total nominal amount of Euro 690 million:

- TLTRO Il loan taken out on 29 June 2016 and matwiate 24 June 2020, Euro 250
million;
- TLTRO Il loan taken out on 28 December 2016 andumitgt date 16 December 2020,
Euro 150 million;
- TLTRO Il loan taken out on 29 March 2017 and mayudiate 24 March 2021, Euro 290
million.
The book value also includes the accrued negatieedast

As at 31 December 2017, there were no other loessept other than those mentioned above.

Advances received at the end of 2016 from Hypo Mdda Bank S.p.A. concerning the transfer
of the Business unit were closed at the same tisnthe transaction was completed in January
2017.

The following tables are not prepared: 1.2 Breakda# item 10 “Due to banks: subordinate
debt” structured debt”, 1.3 Breakdown of item 1Qu&o banks": structured debts”, 1.4 "Deposits
from banks subject to micro-hedging” and 1.5 "Frehease payables”, in that these types of
transactions are not present.
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Section 2 - Due to customers - Item 20

2.1 Due to customers: breakdown by type

Type of transaction/Amounts Total 31/12/2017 Total 31/12/2016

1. Current accounts and demand deposits 2,166,577 1,907,844
2. Time deposits 322,934 188,431
3. Loans 119,994 309,979

3.1 Repurchase agreements - -

3.2 Other 119,994 309,979
4. Payables for commitments to repurchase own edui
instruments - -
5. Other payables 450 539
Total 2,609,955 2,406,793
Fair value - Level 1 . .
Fair value - Level 2 - -
Fair value - Level 3 2,609,955 2,406,793
Total fair value 2,609,956 2,406,793

The current accounts and demand deposits comprise:

Total 31/12/2017 Total 31/12/2016
Euro current accounts 2,120,514 1,862,734
Savings deposits 34,274 35,813
Foreign currency current accounts 11,789 9,297
2,166,577 1,907,844

Time deposits are restricted deposits with a marirmaturity of 7 years.

The item “Loans: other” includes as at 31 DecemB&i6 amounts due to Cassa di
Compensazione e Garanzia for loans obtained orfN#veMic Collateralised interbank market,
maximum maturity in January 2018.

The following tables are not prepared: 2.2 Breakuaivitem 20 “Due to customers: subordinate
debts”, 2.3 Breakdown of item 20 “Due to customerstructured debts” and 2.4 "Due to
customers: payables subject to micro hedginghat these types of transactions are not present.

2.5 Payables for financial leases

As at 31 December 2017, there are no finance leagables.
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Section 3 — Securities issued - Item 30

3.1 Securities issued: breakdown by type

Total 31/12/2017 Total 31/12/2016
Type of Fair value Fair value
security/Amounts Seelcvallia Book
Level 1| Level 2 Level 3 value Level 1| Level 2| Level 3
A. Securities
1. Bonds 511,862 - - 510,597 705,795 - - 703,935
1.1 structured - - - - - - -
1.2 other 511,852 - - 510,697 705,795 - - 703,935
2. Other securities 38,951 - - 38,951 41,154 - - 41,154
2.1 structured - - - - - - -
2.2 other 38,951 - - 38,951 41,154 - - 41,154
Total 550,80 - 549,548 746,94 - - 745,08

The bonds outstanding are inclusive of the curamdrued coupon and are net of the bonds
repurchased, which on the basis of the IAS accognstandards must be eliminated; the
recognition criteria used for the book value ig thfeamortised cost.

They include subordinated bonds for a book valueEafo 65,782 thousand (Euro 64,808
thousand in nominal value).

The bonds issued by the Bank are not listed bat@ation, useful for trading, is carried out by an
external provider; the value stated in the FV Le¥@olumn has been obtained by means of the
discounting back of the flows on the basis of therage rate of a basket of triple B bank bonds.
Medium/long-term certificates of deposit are reeatdinder other securities.

3.2 Breakdown of Item 30 “Securities issued": sulzbnated securities

ltems Book value
Total 31/12/2017 Total 31/12/2016
Subordinated securities issued and in issue 25,78 69,587
Total 65,782 69,587

Subordinated bonds include the following securities

-IT0004982481 issued on 30 December 2013 of Eunmillon, fixed rate of 4.50% and maturity

30 December 2019, with repayment of 20% per annanfran 30 December 2015, nominal
residual value Euro 4,705 thousand net of repaysnemd repurchases;

-ITO004987456 issued on 3 February 2014 of Euran8kon, fixed rate of 4.50% and maturity 2

February 2021, with repayment of 20% per annumras 3 February 2017, nominal residual
value Euro 1,805 thousand net of repurchases;

-IT0O005014706 issued on 2 May 2014 of Euro 25,4@®i$and, fixed rate of 4.00% and maturity
2 May 2022, with repayment of 20% per annum as f2oktay 2018, nominal residual value Euro
8,470 thousand net of repurchases;
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-IT0005085250 issued on 10 February 2015 of EuranBEon, fixed rate of 4.50% and maturity
10 February 2021, nominal residual value Euro 3t82usand net of repurchases;
-IT0005204257 issued on 15 July 2016 of Euro 13ionil fixed rate of 4.00% and maturity 15
July 2022, nominal residual values equal to theedsamount.

3.3 Securities issued: securities subject to mibemging

This table is not drawn up since these types ofsaations are not present.

Section 4 - Financial liabilities held for trading Item 40

4.1 Financial liabilities held for trading: breakdwn by type

Total 31/12/2017 Total 31/12/2016

FV FV

NV FV*| NV FV *
L1| L2 | L3 L1| L2 | L3

Type of transaction/Amounts

A. On-balance sheet liabilities
1. Due to banks 4 4 4 - i J _
2. Due to customers . - 4 - 4 4 - J _
3. Debt securities 4 - 4 - 4 - . J i
3.1 Bonds - - - - 4 4 . J -
3.1.1 Structured - - - - 4 . 4 . i
3.1.2 Other bonds - - - - - - i - i

3.2 Other securities -] - - 4 - i i - _
3.2.1 Structured - |- - 4 - i J i
3.2.2 Other - - - 4 - . i J i

Total A 4 4 4 4 4444

B. Derivative instruments
1. Financial derivatives - |- 185 - - - - 269 -
1.1 Trading - |- 135 - - - -4 269
1.2 Related to the fair value option -- 4 - - - - - j
1.3) others - - 4 - i - - ] i
2. Credit derivatives - - 1 - - - - _ -
2.1 Trading - A 1 - - - - i i
2.2 Related to the fair value option -- - - - 4 - I
2.3 Other - - 1 - - - - i i

Total B 41 4 13§ - 1 - 269 1 .
Total (A+B) 4 - 13§ - - - 269 1 -

Key
FV = fair value | NV = nominal or notional value | L1 =level 1 | L2 = level 2 | L3 =level 3

FV* = fair value calculated by excluding changesaue due to the change in creditworthiness
The amount of Euro 135 thousand (Level 2) comprises
- Euro 130 thousand in foreign currency forward teations, whose value is offset by asset
item 20 “Financial assets held for trading”. Theobcamount (intrinsic value) is the
expression of a notional value of the transactemsating to Euro 7,198 thousand,;
- Euro 5 thousand being the intrinsic value referrimg hedges of foreign currency
transactions carried out by the Bank, with a n@iaalue of Euro 840 thousand.

In the absence of transactions, the following e not drawn up: 4.2 Breakdown of item 40
“Financial liabilities held for trading: subordimat liabilities, 4.3 Breakdown of item 40
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“Financial liabilities held for trading”: structuledebts, and 4.4 On-statement of final positions
liabilities (excluding "uncovered short position&§ld for trading: annual changes.

Section 5 - Financial liabilities measured at favralue - Item 50

The Bank does not have any financial liabilitiesigeated at fair value with the valuation results
recorded in the income statement on the basiseofigint acknowledged by the IAS standards.
Therefore, the following tables are not drawn up:

5.1 Financial liabilities measured at fair valueedkdown by type,

5.2 Breakdown of item 50 “Financial liabilities nsemed at fair value: subordinated liabilities.

Section 6 - Hedging derivatives - Item 60

As at 31 December 2017 and 31 December 2016 the didmot have any hedging derivatives
outstanding. The following tables are not drawn up:

6.1 Hedging derivatives: breakdown by type of heaige by hierarchical levels,

6.2 Hedging derivatives: breakdown by hedged phodgand by type of hedging.

Section 7 - Adjustment to financial assets subjeximacro-hedging -
ltem 70

The Bank has not established any liability subjechacro hedging from the interest rate risk. The
related tables 7.1 and 7.2 are not drawn up.

Section 8 - Tax liabilities - Item 80

The breakdown as well as the changes in liabilioesurrent and deferred taxes are illustrated in
part B - Asset Section 13 of these explanatorysiote

With reference to the tax situation of the Bankisithereby specified that the years up to 2012
have been settled for tax purposes.

Section 9 - Liablilities associated with assets higldsale and

discontinued operations - Item 90
At the end of the reporting period, there wereiabilities associated with assets held for sale and
discontinued operations.

Section 10 - Other liabilities - Item 100

10.1 Other liablilities: breakdown

Items Total 31/12/2017 | Total 31/12/2016

Tax withholdings and contributions relating to staf 2,675 2,321
Amounts to be paid to staff and related contrimgio 1,449 3,306
Taxes to be paid to the tax authorities 1,583 1,585
Taxes to be paid to the tax authorities on beHaliod parties 2,575 2,393
Dividends not yet collected 1 1
Credit transfers to be carried out 22,33] 15,561
Credit cards and Cashline card withdrawals 141 152
Companies being formed due to payment of the stepital 39 67
Amount paid for withdrawal of bills and cheques @agment by

advice collections 944 1,306
Currency spreads on portfolio transactions 15,967 14,882
Provision for guarantees and commitments 899 2,298
Due to suppliers 6,031 4,995

62



Deferred income and provisions 403 363
Charity Fund 30 71
Other items 5,482 6,251
Total 60,55 55,55

The “amounts to be paid to staff, inclusive of teth contributions” also include variable
remuneration, including contributions and holidagcraals, relating to the management of
employees.

“Currency spreads on portfolio transactions” represthe imbalance between the “debit
adjustments” and the “credit adjustments” of thetfpbo subject to due reserve and after
collection, whose breakdown is indicated in thecd#petable Other information in part B of these
explanatory notes.

Section 11 - Post-employment benefits - Item 110

11.1 Post-employment benefits: annual changes

ltems Total 31/12/2017 Total 31/12/2016
A. Opening balances 5,348 5,165
B. Increases 1,975% 1,700
B.1 Provision in the year 1,669 1,507
B.2 Other changes 306 193
C. Decreases 2,165 1,51)
C.1 Benefits paid 565 90
C.2 Other changes 1,60( 1,427
D. Closing balances 5,158 5,348
TOTAL 5,158 5,344

"Increases" of the row provisions include the cagtsbutable to the revaluation of the provision
in the company, in so far as it concerns the TrgaBund and the Supplementary Funds, as well
as the cost relating to post-employment benefiid gaectly in the payroll. With regard to other
decreases, the main items are represented by tbhangsnpaid to the Treasury Funds and the
Supplementary Funds as well as the IAS actuariainges (which have an impact on the
shareholders’ equity reserves).

11.2 Other information

The balance of post-employment benefits as at 3dedber 2017 calculated on the basis of
Italian legislation amounts to Euro 4,755 thousdfao 404 thousand lower than the book value;
in 2016, the same came to Euro 4,941 thousand, Hifdhousand less with respect to the book
value. The financial parameters used for the distiog process, listed below, are substantially
unchanged compared to last year.

IAS 19 "Employee benefits® enforces the recognitioh the actuarial changes offset by
shareholders' equity and the recognition in thenme statement is no longer allowed.
The actuary carried out the calculation on thesakthe following financial assumptions:

- annual discount rate of 1.30% (determined, on @istant basis with section 83 of IAS 19,
with reference to the average returns curve thaiveke from the IBOXX Eurozone
Corporates AA index with a duration of 10+ struck31 December 2017, rate considered
as the best expression of returns of businesgasnéary standing),

- annual rate of inflation 1.50%,

- annual Post-employment benefit rate 2.625%.
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The actuarial change is illustrated in part "D n@wehensive income”.
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Section 12 - Provisions for risks and charges -l 20

12.1 Provisions for risks and charges - provisions

Item/Amounts Total 31/12/2017 | Total 31/12/2016
1. Company pension funds - -
2. Other provisions for risks and charges 2,195 2,162
2.1 legal disputes 2,156 2,115
2.2 labour costs - -
2.3 other 39 a7
Total 2,194 2,16

12.2 Provisions for risks and charges: annual chaeg)

Items Pension funds Other funds Total

A. Opening balances - 2,162 2,16Q2
B. Increases - 880 880
B.1 Provision in the year - 880 880
B.2 Changes due to the passing of time - - -
B.3 Changes due to discount rate fluctuations - -

B.4 Other changes - . 8
C. Decreases - 847 847
C.1 Uses in the year - 535 535
C.2 Changes due to discount rate fluctuations - - -
C.3 Other changes - 312 312
D. Closing balances - 2,195 2,19

12.3 Defined benefit company pension funds
The Bank has no funds of this kind recorded infit@ncial statements.

12.4 Provisions for risks and charges - other prsiains

The provision for legal disputes includes the ant®wet aside for disputes relating to revocatory
action on non-performing positions or those alreaaliten off or for other disputes that arise

during the performance of the ordinary activiti#ge Bank makes provisions for such reasons
when, in agreement with its legal advisors, it é&ads it probable that it will have to make a

payment and the amounts of the same can be redg@séimated.

Section 13 - Redeemable shares - Item 140
The Bank has not issued any redeemable shareselBbed tables are not drawn up.
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Section 14 — Company equity - Items 130, 150, 164), 180, 190, and
200

14.1 “Share capital” and “Own shares: breakdown

The fully paid-in and subscribed share capital &lemup of 35,516,827 shares with a par value of
Euro 3.00 each for a total of Euro 106,550 thousand

14.2 Share capital - Number of shares: annual chagy

Items/Types Ordinary Other
A. Shares at the beginning of the year 35,516,827 -
- fully paid-up 35,516,827 -
- not fully paid-up - -
A.1 Own shares (-) 453,775 -
A.2 Outstanding shares: opening balances 35,063,052 -

B. Increases - -
B.1 New issues - -
- against payment: - -

- business combinations -

- conversion of bonds -

- exercise of warrants -

- other - -

- free: - -

- in favour of employees - -

- in favour of directors - -

- other - -

B. 2 Sales of own shares - -
B.3 Other changes - -

C. Decreases 507,780 -
C.1. Cancellation - -
C. 2 Purchase of own shares 507,780 -

C.3 Disposal of companies - -
C.4 Other changes - -

D. Outstanding shares: closing balances 34,555,272 -

D.1 Own shares (+) 961,555 -

D.2 Shares at the end of the year 35,516,827 -
- fully paid-up 35,516,827 -

- not fully paid-up - .

During the year, approximately 508 thousand shewe® purchased, bringing the total of own
shares in the portfolio to 962 thousand for an egjant value of Euro 8,185 thousand (liability
item 190 "own shares").

14.3 Share capital - Other information.

The following revaluation reserves have been temnasfl over time to the share capital:
- Italian Law No. 576 dated 2 December 1975 foro®8 thousand, reserve from monetary
revaluation;
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- Italian Law No. 72 dated 19 March 1983 for Eur@6Z thousand, reserve from monetary
revaluation;

- Italian Law No. 413 dated 30 December 1991 faroELI375 thousand, reserve from monetary
revaluation;

- Italian Legislative Decree No. 38 dated 28 Febr2®05 (application of the IAS principles in
Italy) for Euro 7,955 thousand.
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14.4 Income-related reserves: other information
The reserves as per liability item 160 amount tooExO,775 thousand; Euro 62,868 thousand
refers to provisions of income, while the “othegserves includes the negative reserves from the
merger of Credito Veronese of Euro 3,092 thousand.
Additional information relating to their changesnche found in the statement of changes in
shareholders' equity and in part F of these exptapaotes.
Pursuant to Article 2427.7 bis of the Italian Ciibde, the composition of Shareholders' equity,
according to the origin and the degree of avaitgbénd distributable nature of the various items,

is as follows:
P . Tax .
ltems Amount Possibility POI."[IOI"I restrictio Uses made.ln the I_ast three
of use |available n accounting periods
for other
to cover losses

reasons
A) SHARE CAPITAL
- Share capital (1) 106,550 90,531 16,019 no use no use
B) CAPITAL RESERVES
- Share premium reserve (2) 230,299 ABC 230,299 - no use no use
C) INCOME-RELATED
- Legal reserve (3) 24,195 B - no use no use
- Extraordinary reserve 25,844 ABC 25,844 - no use no use
- Reserve for purchase of own shares 12,014 ABC 3,829 - no use no use
- Other reserves 814 ABC 814 - no use no use
D) OTHER RESERVES
- Merger differences (3,092) - no use no use
- IAS valuation reserves (5) (649) AB - no use no use
E) OWN SHARES
- Own shares (8,185b)
TOTAL 387,790
- 2017 loss for the year (5,821)
TOTAL EQUITY 381,969
Key:
A: for increase in portion; B: to cover lossesjf@:distribution to Shareholders
Note:

1) In the event of distribution, the share capitakimbject to a tax restriction equal to the bookifigrmnetary
revaluation reserves of Euro 11,485 thousand asifsggkin point 14.3 plus Euro 4,534 equal to th#fedence
between the amount tax sheltered in 2013 of th&iaddl values acknowledged to the properties fora=5,398
thousand and the substitute tax of 16% for EurotB64sand.

2) On the basis of Article 2431 of the Italian Civib@e, the “share premium reserve” can be fully itisted since
the legal reserve is higher than one fifth of thare capital, equal to Euro 21,310 thousand.

3) On the basis of Article 24 of the Banking Coidation Act, Italian Legislative Decree No. 385ethtl September
1993, industrial co-operative banks must allocateast ten percent of the annual net profits &légal reserve.

4) The reserve is available for the surplus wipeet to the amount of own shares in the portfelioich amounted
to Euro 8,185 thousand as at 31 December 2017.

5) The reserve is restricted in accordance witlcker$ of Italian Legislative Decree No. 38/2008t{pduction of the

IAS accounting standards) and in any event negative

14.5 Capital instruments: breakdown and annual chgas
The Bank has not issued the capital instrumentsated in section 80.A and 136.A of IAS 1.

14.6 Other information
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The Board of Directors proposes to cover the losshe year of Euro 5,821 thousand, through the

use of the extraordinary reserve.

Other information

1. Guarantees given and commitments

Transactions Amount 31/12/2017| Amount 31/12/2016
1) Financial guarantees given 8,603 9,383
a) Banks - 1,77¢
b) Customers 8,603 7,60¢5
2) Commercial guarantees given 101,900 82,207
a) Banks 409 378
b) Customers 101,491 81,82¢
3) Irrevocable commitments to grant finance 45,64 42,97¢
a) Banks 3,341 13C
i) certain to be called on 3,341 13C
i) not certain to be called on - -
b) Customers 42,303 42,84"
i) certain to be called on 551 10¢
i) not certain to be called on 41,752 42,73¢

4) Commitments underlying credit derivatives: proection
sales - -

5) Assets pledged as guarantee for third-party

commitments - -
6) Other commitments - -
Total 156,14 134,56

2. Assets pledged as guarantee for the Bank’s liibs and commitments

Portfolios

Amount 31/12/2017

Amount 31/12/2016

. Financial assets held for trading

. Financial assets measured at fair value

. Available-for-sale financial assets

618,88!

1,123,464

. Held-to-maturity financial assets

. Loans and receivables with banks

7,54

. Loans and receivables with customers

N[O O WIN |-

. Tangible assets

The above amounts refer to owned securities gratoteédird parties as collateral, each amount

refers to the specific portfolio used.

3. Information on operating leases

The Bank does not carry out finance lease trarwati
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4. Management and trading on behalf of third parsie

Amount
1. Execution of orders on behalf of customers
a) Purchases -
1. settled -
2. unsettled -
b) Sales -
1. settled -
2. unsettled -
2. Portfolio management -
a) individual -
b) collective -
3. Custody and administration of securities 3,349,36
a) A) third party securities held on deposit: wherragts
custodian bank (excluding portfolio management) -
1. securities issued by the reportiagko -
2. other securities -
b) other thirgearty securities held on deposit (excluding poidi
management): others 1,441,39
1. securities issued by the reportiagko 593,17
2. other securities 848,22
¢) third-party securities deposited with dhirarties 1,335,68
d) portfolio securities deposited with thirdrpes 1,907,97

. Other transactions
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5. Receivables collected on behalf of third partiesedit and debit adjustments

The table provides a breakdown of the differenes/ohg from the elimination of the asset items
relating to the portfolio received subject to desarve and after collection with those of the
liabilities relating to transferors with settlemelate subsequent to the end of the reporting period
According to the Supervisory instructions, in tmmaal financial statements the “other assets” or
the “other liabilities” will have to contain, acabng to the value of the sign, only the imbalance
of the items relating to the portfolio, indicatinige individual components in the Explanatory
notes.

The imbalance between the sum of the “debit adjestati represented by the asset items for bank
collection order, bills of exchange, direct debi$;. accepted subject to due reserve and after
collection by customers and banks and the sum ef‘¢hedit adjustments” represented by the
liability items of the transferors, is equal to Bur5,968 thousand and is recorded in the financial
statement liability item 100 “other liabilities”.

Points a.1 and b.1 include the amount of the itemit settlement date in 2018, flowing to the
current accounts of the correspondent banks alréadyg 2017 and related to remittances of bills
for collection. These items have been reversed ttarindividual pertinent accounts and booked
to the original portfolio items (bills received awllection from banks or rather bills sent for
collection to banks).

Items Total 31/12/2017 | Total 31/12/2016
a) “debit” adjustments 525,958 489,183
1. Current accounts 7,159 4,193
2. Portfolio 515,898 479,578
3. Cash 544 669
4., Other accounts 2,357 4,743
b) “credit” adjustments 541,926 504,065
1. Current accounts 13,222 12,665
2. Transferors’ bills and documents 524933 486,084
3. Other accounts 3,771 5,316
Currency spreads on portfolio transactions 15,968 14,882
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Part C - information on the income statement

Section 1 - Interest - Items 10 and 20

This section comprises the interest income andresgyehe similar income and charges relating,
respectively, to financial assets held for tradienpilable-for-sale financial assets, financiak#ss
held until maturity, loans, receivables, finan@sbkets measured at fair value (asset items 10, 20,
30, 40, 50, 60 and 70) and to payables, secuig®sed, financial liabilities held for trading,
financial liabilities measured at fair value (liatyi items 10, 20, 30, 40, and 50), as well as any
interest accrued during the year on other transasti

The interest income and expense also includes iffezahtials or margins, positive or negative,
accrued until the end of the reporting period quiexd or closed by the reference date relating to

the derivative contracts.

1.1 Interest income and similar revenues: breakdown

Items/Technical forms Det.>t. tragstgﬁtrion oz 4 oz
securities| Loans S 31/12/2017 31/12/2016
1.[Financial assets held for trading - - - - -
2. Available-for-sale financial assets 5,011 - - 5,011 3,684
3.

Held-to-maturity financial assets 642 - - 642 386
4.|Loans and receivables with banks 619 307 - 926 1,183
5. |Loans and receivables with customers 739 76,35¢ - 77,095 81,509
6. Financial assets measured at fair value - - - -
7.|Hedging derivatives - - 3 3 4
8. Other assets - - 4,027 4,027 -

Total 7,011 76,66 4,024 87,694 86,767

The sub-item 4 “Loans and receivables with banksludes:

Interest income on loans a:gfj receivables with bankdue Total 31/12/2017 Total 31/12/2016

- deposit tied to compulsory reserve - 1
- current accounts for services rendered 7 3
- deposits 30(Q 523
- debt securities 619 656
Total 92 1,183
The sub-item 5 “Loans and receivables with custsieacludes:

Interest income on Ioan?jigcilor.ecelvables with custeers Total 31/12/2017 Total 31/12/2016

- current accounts 25,45( 29,428
- mortgage and personal loans 32,118 29,055
- import - export advances 1,469 1,669
- other credit transactions 16,215 19,538
- default interest 1,104 1,656
- securities recorded in loans and receivablels atistomer 739 163
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| Total ! 77,091 81,509

The sub-item 8.”Other assets” includes, as requimgdaw, negative interests on deposits with
certain institutional intermediaries (ECB for TLTRO financing, Cassa Compensazione e
Garanzia for the NewMic interbank market and guamror the interbank market and banks for
repurchase agreements).

During the financial year, default interest of EUB85 thousand accrued on non-performing
positions, fully written down; item 10 compriseshothe default interest collected of Euro 858
thousand. With regard to the other performing anpaired positions other than non-performing,
default interest was recorded in the income staterioe a total of Euro 246 thousand.

With regard to the positions that were impairec@B31 December 2017, interest was recorded in
the income statement other than default interesttuad throughout the year to the following
extent:

- Past due Euro 976 thousand

- Probable defaults Euro 4,146 thousand

1.3 Interest income and similar revenues: other anfnation
1.3.1 Interest income on foreign currency financiaksets

Item/Amounts Total 31/12/2017 Total 31/12/2016
Total 584 682

1.4 Interest expense and similar charges: breakdown

Items/Technical forms Payables| Securities trar?silcetirons 3171()2%'017 317102t?2|016

1. |Due to central banks - - - - (144
2. |Due to banks (47 - - (47 (82
3. Due to customers (10,543 - - (10,543 (11,456
4.  Securities issued - (19,811 - (19,811 (25,418
5. [Financial liabilities held for trading - - - - -
6. |Financial liabilities measured at fair valy - - - - -
7. |Other liabilities and provisions - - (144 (144 (1
8. Hedging derivatives - - - - -
Total (10,590 (19,811 (144 (30,545 (37,101

The sub-item 2 “Due to banks”, “Payables” columcluiles:
Interest expense for due to banks: Total 31/12/2017 Total 31/12/2016
- current accounts (2) (1)
- foreign currency deposits - (2)
- loans received (45) (79
Total (47 (82
The sub-item 3 “Due to customers”, “Payables” catuncludes:
Interest expense on due to customers: Total 31/12/2017 Total 31/12/2016

- current accounts (7,211 (7,706
- savings deposits and time deposits (3,298 (3,503
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- NewMic market loans - (201
- deposits and accounts in foreign currency (34) (46
Total (10,543 (11,456

Sub-item 4 “Securities issued” includes the amooinEuro 19,811 thousand that comprises
interest expense on bonds issued of Euro 19,11@s#mal and on certificates of deposit of Euro
701 thousand.

1.6 Interest expense and similar charges: otheramhation

1.6.1 Interest expense on foreign currency finankiabilities

Item/Amounts Total 31/12/2017 Total 31/12/2016
Total (35 (48

1.6.2 Interest expense on liabilities for financedse transactions

Iltem/Amounts Total 31/12/2017 Total 31/12/2016
Total - (1
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Section 2 - Fees and commissions - Items 40 and 50

These items include the income and expense relttditige services that the bank provides to its
customers and those received from third partiees&htems do not comprise the costs recharged

within the sphere of other operating income.

2.1 Fee and commission income: breakdown

Type of services/Amounts Total 31/12/2017| Total 31/12/2016
a) guarantees given 966 1,002
b) credit derivatives - -
€) management, trading and consulting services: ,5863 11,544
1. trading of financial instruments - -
2. currency trading 363 365
3. portfolio management - -
3.1 individual - -
3.2 collective - -
4. custody and administration of securities 163 136
5. custodian bank - -
6. placement of securities 6,652 5,359
7. order transmission and receipt activities 872 819
8. consulting services 70
8.1 on investments 70
8.2 on financial structure - -
9. distribution of third party services 5,466 4,865
9.1. portfolio management - -
9.1.1 individual - -
9.1.2 collective - -
9.2 insurance products 5,424 4,825
9.3 other products 42 4(
d) collection and payment services 5,80( 5,642
e) servicing for securitisation transactions 458 380
f) factoring transaction services - -
g) tax collection services - -
h) management of multilateral trading facilities - -
i) current account management 8,25¢ 8,305
j) other services 5,73( 3,805
Total 34,796 30,678

Item j) other services includes fees and commissicglating to credit cards, the use of
Cashline/POS cards and fees and commissions ggladimoans and services related to current

accounts.
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2.2 Fee and commission income: distribution chanseif products and services

Channels/Amounts

Total 31/12/2017

Total 31/12/2016

a) at Bank branches: 12,118 10,22
1. portfolio management - -
2. placement of securities 6,652 5,35
3. third party products and services 5,466 4,86

b) out-of-branch offer:

1. portfolio management

2. placement of securities

3. third party products and services

c) other distribution channels:

1. portfolio management

2. placement of securities

3. third party products and services

2.3 Fee and commission expense: breakdown

Services/Amounts Total 31/12/2017 | Total 31/12/2016
a) guarantees received (6 -
b) credit derivatives - -
¢) management and trading services: (2,176 (960
1. trading of financial instruments - -
2. currency trading - -
3. portfolio management (1,037 (835
3.1 own account (1,037 (835
3.2 for third parties - -
4. custody and administration of securities (139 (125
5. placement of financial instruments - -
6. out-of-branch offer of financial instrumentspgucts and
services - -
d) collection and payment services (1,340 (1,341
e) other services (1,896 (1,029
Total (4,418 (3,330

“Management and trading services — own portfolilmagement” includes fee and commission

expense to managers of the UCIT owned portfolio.



Section 3 - Dividends and similar income - Item 70

3.1 Dividends and similar income: breakdown

Total 31/12/2017 Total 31/12/2016
Items/Income income : f
dividends|from UCIT |dividends|"coMe rom
units UCIT units

A. [Financial assets held for trading - - - -
B. Available-for-sale financial assets 2,57( 1,138 2,283 1,116
C. [Financial assets measured at fair value - - - -
D. [Equity investments 59 - - -
Total 2,624 1,13¢ 2,28 1,116

These are dividends collected on securities recoride the portfolio of "available-for-sale
financial assets", both on equity securities antJQ1TS.

Section 4 - Net profit (loss) from trading actives - Item 80

The item includes:

a) the balance between the profits and lossesaosdctions classified under “financial assets held
for trading” and “financial liabilities held forading”, including the results of the valuations of
these transactions;

a) the balance between gains and losses on finaremesactions, other than those designated at
fair value and those for hedging, denominated meigm currency, including the results of the
valuations of these transactions.

4.1 Net profit (loss) from trading activities: br&down

Net (profit)
loss [(A+B) 1
(C+D)]

1. Financial liabilities held for trading - 591 - (1) 59(¢

1.1 Debt securities - - - -
1.2 Equity securities . 4 - 1) 3
1.3 UCIT units - - - - -
1.4 Loans 4 - - - -
1.5 Other - 587 - - 587
2. Financial liabilities held for trading - - - - -
2.1 Debt securities - . - - -
2.2 Payables - - - - -
2.3 Other . - - - -
3. Financial assets and liabilities: exchange
differences
4. Derivatives - . - - -
4.1 Financial derivatives: - - - - -
- On debt securities and interest rates - - - - -
- On equity securities and stock market shar
indices - - - i 4
- On currencies and gold - - - - -
- Other - - - i 4

4.2 Credit derivatives - - - . -

Capital Trading
gains (A) | income (B)

Trading

Transactions / Income components losses(D)

Losses (C)
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The sub-item “1.5 financial assets held for tradioiper” includes the gains and losses deriving
from foreign currency trading.

Section 5 - Net hedging expense - Item 90

[Total 1 591 (1 553

5.1 Net hedging expense: breakdown

The Bank has not carried out any hedging transastver the last few years; therefore, the table
belonging to the section is not drawn up.

Section 6 - Profit (Losses) on sale/repurchasesnit100

This section includes the positive and negativear@ds of the gains and losses generated by
means of the sale of financial assets and liadgslibther than those relating to trading and those
designated at fair value.

6.1 Profit (loss) on sale/repurchase: breakdown

Total Total
31/12/2017 31/12/2016
Items/Income components - -
Profit |Losses Ngéggg Profit |Losses Nﬁéggg
Financial assets
1. Loans and receivables with banks 29( (1 289 - - -
2. Loans and receivables with customers 723 (1,766 (1,043 23 (120 (97
3. Available-for-sale financial assets 18,817 (3,688] 15,12% 10,644(1,876 8,768
3.1 Debt securities 11,85¢ (288] 11,571 8,41( (117 8,293
3.2 Equity securities 5,248 - 5,248 85 - 85
3.3 UCITS units 1,70€¢ (3,400] (1,694 2,149(1,759 390
3.4 Loans - - - - - -
4. Held-to-maturity financial assets - - - - - -
Total assets 19,82¢ (5,455 14,371 10,667(1,996 8,671
Financial liabilities
1. Due to banks - - - - - -
2. Due to customers - - - - - -
3. Securities issued 44 (508 (464 220 (832 (612
Total liabilities 44 (508 (464 220 (832 (612

The positive overall result from sale/repurchassviies amounted to Euro 13,907 thousand

compared with Euro 8,059 thousand in 2016. It idekithe net loss of Euro 1,043 thousand
registered on the disposal of a number of loansr@ceivables with customers, Euro 289 thousand
from the profit on the sale of debt securities égkby banks and included in the loan portfolio, the
overall profit of Euro 15,125 thousand derivingnirdhe sale of the securities included in the

portfolio of available-for-sale financial assetsaimly Government securities, and the loss of Euro
464 thousand from the repurchase of Bank bondgp&ta higher on average than that recognised
in the accounts at amortised cost.

78



Section 7 - Profits (Losses) on financial assetddrmabilities measured
at fair value - Item 110

The table shows the amount resulting from the nreasent of financial assets at fair value held
by the Bank and classified in asset item 30.

7.1 Net value change of financial assets/liabilgieneasured at fair value

During the 2016 financial year, insurance policrere taken out for a total amount of Euro 9
million; the valuation difference between 31 DecemB017 and the previous year is recorded in
this item of the income statement.

Net gains
. Capital | Gains on Losses on (losses)
Transactions / Income components gains (A) | sales (B) Losses (C) sales (D) | [(A+B) -
(C+D)]
1. Financial assets 204 - - - 204

1.1 Debt securities - - - - -
1.2 Equity securities - - - - -
1.3 UCIT units - - - - -
1.4 Loans 204 - - - 204

2. Financial liabilities - - - - -
2.1 Debt securities - - - - -
2.2 Due to banks - - - - -
2.3 Due to customers - - - - -

3. Financial assets and liabilities in
currency: exchange rate differences

4. Credit and financial derivatives - - - - -

Total 204 - - - 204
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Section 8 - Net impairment losses - Iltem 130

The balances of impairment losses and reversalsnpiirment losses related to loans and
receivables with customers and with banks, of abéefor-sale financial assets, of financial
assets held until maturity and other financial $eastions are presented in this item.

8.1 Net impairment losses on loans and receivablegakdown

Net impairment losses on loans and receivablesieen down as follows:

Reversals of impairment losses

) Impairment losses (1) (2) (1-2)
Transactions/Income - Total
Individual Total
components _ . . 31/12/2017 31/12/2016
Derecogr Collecti Individual Portfolio
itions Other ve A B A B
A. Loans and receivables
with banks - - - - - - - - -
- Loans - - - - - - - - -

- Debt securities - - - - - - - - -

B. Loans and receivables
with customers (2,149] (59,900 (3) 7,014 9,47( - 618 (44,954] (36,187
Purchased impaired loans
and receivables - - - - - - - - -

- Loans - - - - - - - - -
- Debt securities - - - - - - - - -

Other loans and receivable (2,149] (59,900 (3) 7,01q 9,47( - 618 (44,954] (36,187

- Loans (2,149) (59,900 (3) 7,014 9,47C - 618 (44,954 (36,187

- Debt securities - - - - - - - - -

C. Total (2,149] (59,900 (3) 7,014 9,47¢ - 618 (44,954, (36,187

Key
A = From interest
B = Other reversals

Impairment losses, in correspondence to the “lldial - Derecognitions” column, are those
pertaining to the year that derive from dischargewgnts, while those corresponding to the
“Individual - Other” column correspond to the ambuiooked to the income statement as a
consequence of the analytical write-downs of ingzhiloans and receivables, impairment
inclusive of the discounting back of the estimatetlire cash flows that populate the specific
allowance for impairment.

The impairment losses recorded in the “collectielumns mostly represent the adjustment of the
measurement of the overall risk on performing loamsl receivables and their accounting
counterpart is the allowance for impairment of parfing loans and receivables (collective
impairment in the tables of part E) to a lesseemtxithe valuation impact of loans and receivables
that have become non-interest bearing or haveneduio produce interest.

The reversals of impairment losses stated in thpe¢8ic - A” column refer to the restoration of
value deriving from the discounting back and cqroegling to the interest accrued in the period
on the basis of the original interest rate usechtoulate the impairment losses.
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The individual reversals of impairment losses showrtolumn B by contrast refer to all the
reversals of impairment losses (also for returpédforming status) and collection of impaired
loans and receivables, as well as the recovergagivables and loans by now amortised.
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8.2 Net impairment losses on available-for-saledirtial assets: breakdown

. Reversals of
Impairment losses . -
impairment losses
TIENEECEmE MEE » » Total 31/12/2017| Total 31/12/2016
components Individual Individual
Derecognitid Other A B
ns

A. Debt securities . - . - -
B. Equity securities - (2,198 - - (2,198 (2,188
C. UCIT units . (5,164 - - (5,164 (545
D. Loans and receivables wit 1 |
banks
E. Loans and receivables wit 1 |
customers
F. Total (7,362 - - (7,362 (2,733
Key

A = from interest B = other reversals

The amount refers:

- to the impairment of the equity investment in th@intary Scheme held by the Interbank
Guarantee Fund of Euro 1,550 thousand;

- to the impairment of the equity investment heldanca Popolare di Cividale of Euro 642
thousand and of other equity investments of EuttoGisand;

- to the write-down of UCIT units held in Fondo madie Atlante of Euro 3,998 thousand,;

- to the alignment of the book value to the valueresged in the last interim report of the
UCIT funds Asset Bancari | (Euro 41 thousand), A€sancari IV (Euro 725 thousand),
Asset Bancari VI (Euro 251 thousand) and of the ualutfund Leopardi (Euro 149
thousand).

The impairment was made in compliance with the sti@stion and measurement policies
adopted by the Bank.

8.3 Net impairment losses on held-to-maturity finaal assets: breakdown
The table is not drawn up because there are nodiabassets classified as thus.

8.4 Net impairment losses on other financial traregeons: breakdown

Reversals of impairment losse
Transactions/Income Imp_al_rment losses (1) ) (1-2) Total
components ehteiey - . Traizl 31/12/2016
Derecogr] Collectiv| Individual Portfolio 31/12/2017
itions | Other e A B A B

A. Guarantees given - (13) (149 4 1,56] . - 1,39¢ (77
B. Credit derivatives - - - - - - - - -
C. Commitments to gran
finance ] i i ] i ] i ] ]
D. Other transactions - - - - - - - - -
E. Total - (13 (149 41 1,561 - - 1,39 (77
Key

A = from interest B = other reversals

The table shows the impairment losses and reves§atgpairment losses on endorsement loans to
customers that are impaired.
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Section 9 - Administrative expenses - Iltem 150
This section provides analysis of the “labour cosisd the “other administrative expenses”

recorded during the year.

9.1 Labour costs: breakdown

Type of expense/Amounts

Total 31/12/2017

Total 31/12/2016

1) Employees (35,279 (33,526
a) wages and salaries (24,742 (23,255
b) social security charges (6,695 (6,316
¢) post-employment benefits (453 (415
d) pension expenses - -
e) accrual for post-employment benefits (113 (104
f) accruals for pension and similar provisions - -

- defined contribution - -
- defined benefits - -
g) payments to external supplementary perfsiods: (1,974 (2,075
- defined contribution (1,974 (2,075
- defined benefits - -
h) costs of share-based payment plans - -
i) other employee benefits (1,302 (1,361

2) Other personnel in service (252 (76

3) Directors and statutory auditors (890 (887

4) Retired personnel - -

5) Cost recoveries for employees seconded to otl@mpanies -

6) Cost reimbursement for third party employees seonded to the bank - -

otal (36,421 (34,484

)

There was a slight change in the overall amoualedur costs in relation to the salary and wage
trends and contractual rises, as well as to thegsha the workforce.

The sub-item “c) post-employment benefits” inclutles amounts intended for the INPS Treasury
Fund, in accordance with the provisions introdudsd the welfare reform as per Italian
Legislative Decree No. 252/2005 and Italian Law R@6/2006 as well as the sums paid monthly
in the payroll to employees who have opted for thiternative introduced by Italian Law

190/2014.

The sub-item “e) accrual for post-employment bdaefiemployees” includes the revaluation of
the Post-employment benefits that has remaineausé (post-employment benefit fund) and the

non-actuarial components of the IAS measurements.

The sub-item g) includes the portions relatingi® supplementary pension fund paid by the Bank
to the Supplementary Funds on a compulsory (porgteting to the post-employment benefits)

and optional basis.

The sub-item 2) “other personnel” of Euro 252 tremgs includes costs for atypical employment
contracts, including those for “temp work” contsaof Euro 142 thousand.

The item 3) “Directors and statutory auditors” caorses:

- the fee, inclusive of VAT and contributions, fine Board of Statutory Auditors totallifigjiro

203 thousand;
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- the fee, inclusive of VAT and contributions, i@ for the members of the Board of Directors

totalling Euro 687 thousand.

9.2 Average number of employees by category

Items Total 31/12/2017 | Total 31/12/2016
° | Employees: 537 486
a) executives 10 10
b) middle managers 213 183
c¢) other employees 314 293
° | Other personnel 13 12

The exact number of employees at year end was fityasi the following:

Exact number of employees Total 31/12/2017 | Total 31/12/2016
Employees 558 497
of which part time 17 18
Under staff leasing 3 3
Other personnel 12 12

The exact number is indicated without weightingdb$o the part-time employees.
Other personnel includes the 10 directors and @reat co-workers.

9.3 Defined benefit company pension funds: costslaavenues

There are no defined benefit company pension funds.

9.4 Other employee benefits

This item includes various types of expense, akdiralown below:

Type of expense/Amounts Total 31/12/201 Total 31/12/2016
Luncheon vouchers (623 (569
Insurance premiums (473 (427
Training expenses (125 (28
Redundancy incentives (42) (300
Other (40) (37
Total (1,303 (1,361
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9.5 Other administrative expenses: breakdown

Administrative expenses other than labour costsuatea to Euro 36,695 thousand at year end;

the table below presents a comparison with theipuswear:

Type of expense/Amounts Total 31/12/2017 | Total 31/12/2016 |
Contributions to the resolution fund and to theakifpguarantee
system (2,357) (4,817)
Telephone, postal and data transmission expense 7991 (1,748)
Intangible fixed asset maintenance expenses (1,899) (1,496)
Rentals payable on properties (2,114) (1,577)
Security, transportation and custody of valuablemeases (779) (684)
Transportation expenses (279) (256)
Expert appraisals and real estate documents (565) (563)
Legislative and procedural consulting (1,242) (928)
Sundry consulting and services (423) (454)
Costs for office materials and supplies (600) (519)
Electricity and heating costs (674) (616)
Advertising and entertainment expenses (1,210) (828)
Legal costs (2,043) (1,868)
Insurance premiums (2,306) (2,039)
Costs for information and searches (2,162) (2,076)
Data processing centre (5,817) (4,987)
Indirect taxes (7,385) (7,881)
Cleaning services (566) (506)
Membership fees (562) (575)
Contributions for Treasury Service and sundry dgsions (9) 9)
Processing of bills, cheques and documents witd grrties (456) (520)
Rented property maintenance and condo charges (112) (88)
Subscriptions and ads for newspapers and magazines (193) (129)
Purchase of promotional materials (117) (99)
Cost of the staff leasing contracts service (12) (4)
Expenses for travel and business trips involving@enel in service (44C (356)
Securitisation administrative expenses (83) (970)
Sundry minor costs and expenses for general meeting (491) (338)
Total (36,695) (36,931)

Even if the amount of administrative expenseslinadll similar compared to the previous year,
at a detailed level, general expenses increasegamah to 31 December 2016; the increase is
related to the expansion of the territorial netwakériving in particular from the acquisition otth
former Hypo Alpe Adria Bank S.p.A. branches.

Specific expenses such as contributions to Depgsit®esolution and Guarantee Funds and
securitisation expenses offset the increase inrgeagpenses.

Ordinary contributions of Euro 1,318 thousand weaed to the Resolution Fund set up by the
Bank of Italy (Euro 1,380 thousand in 2016); in @0&xtraordinary contributions of Euro 2,760
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thousand were also paid for the recapitalisatiothefnew banks resulting from the procedures for
the resolution of CA.RI.FE., Banca Etruria, Bancarbhe and Cassa di Risparmio di Chieti, a
procedure that began in November 2015.

Ordinary contributions of Euro 833 thousand havenbeaid over to the Deposit Guarantee Fund
(Euro 680 thousand in 2016) and contributions iredato the Bailout Fund of Bondholders for
Euro 206 thousand.

Securitisation expenses decreased compared to 206, some securitisation transactions were
carried out. No transactions of this nature wereé@aout in 2017.

Administrative expenses also include the item ‘ladi taxes”, item that also includes the stamp
duty paid on behalf of customers, other taxes pentgto the Banks such as IMU, TASI, TARI,
municipal taxes, registration taxes and sundry @stad with the debt collection activities. The
prevailing amount regards stamp duty (Euro 6,4243and compared with Euro 6,735 thousand
in 2016, a decrease attributable to the changehénalverage stock of bonds subject to the
proportional stamp duty). The amount of the relawszbvery is recorded in the item “190 Other
operating income and expense”.

Section 10 - Net accruals to provisions for risksdacharges - item 160

This item includes the balance, positive or negatibetween the allocations and any re-

assignments to the income statement of provisieesngd in excess, relating to the provisions as
per sub-item b) “other provisions” in item 120 “pisions for risks and charges” under the

liability items of the balance sheet.

10.1 - Net accruals to provisions for risks and chjas: breakdown

Items Total 31/12/2017 Total 31/12/2016
Provision for legal disputes, compound interest saxlrities as wel
as for bankruptcy revocatory action (880) (821)
Return to income statement for settlement of desparising during
core business activities 311 86
Total (569) (735)

Section 11 - Depreciation and net impairment loss#stangible assets -
ltem 170

The item comprises the balance between the depoetiand net impairment losses on
operational tangible assets, including those redaid activities acquired through finance lease.

11.1 Depreciation and net impairment losses on tdohg assets

Reversals o
Assets/Income items Depreciation (a Irr|1pa|rment Impairment MBS HEE
osses (b) losses (a+b-c)
(©)
A. Tangible assets

A.1 Owned (1,710 - - (1,710
- Used in operations (1,710 - - (1,710
- Investment property - - - -
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A.2 Acquired through a finance lease - - -
- Used in operations - 4 ]
- Investment property - - - -
Total (1,710 - - (1,710

The depreciation for 2017 amounted in total to ELy610 thousand. Reference is also made to
table 11.3 in Section 11 of the Balance Sheet elssS angible assets”.

In detail, the depreciation is broken down as fwefo

* on properties Euro 703 thousand;

* on furniture and furnishings Euro 219 thousand,;

» on electronic installations Euro 182 thousand;

* on the remaining assets Euro 606 thousand.

As at 31 December 2017, there were no assets belshfe and discontinued operations as per
IFRS 5.

Section 12 - Amortisation and impairment lossesiatangible assets -
ltem 180

This section comprises the balance between amtotisand impairment losses on intangible
assets, other than goodwill, including those retatb assets acquired through finance lease assets
provided under operating lease.

12.1 Amortisation and net impairment losses on inggble assets: breakdown

Reversals of
. i Impairment | impairment | Net result
Assets/Income items Depreciation (a) I(?sses (b) r;osses @+b-c)
(©)
A. Intangible assets

A.1 Owned (914 - - (914
- Generated internally - - - .
- Other (914 - - (914
A.2 Acquired through a finance lease - - - -
otal (914 - - (914

The impairment losses refer to the amortisationntdngible assets with a definite useful life
acquired externally.

Intangible assets are more fully described in $acti2 of the Balance Sheet - Assets “Intangible
assets” in these explanatory notes
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Section 13 - Other operating income/expense - 1t&a0
The costs and revenues not attributable to otkenst which contribute to the formation of item
270 “Profit (Loss) from operations net of taxatiare illustrated in this section.

13.1 Other operating expenses: breakdown

The breakdown of other operating expense is provimzow.

Type of expense/Amounts Total 31/12/2017 Total 31/12/2016
Extraordinary expense (113) (85)
Costs for leasehold improvements (249) (182)
Other (78) (119)
Total (440) (386)

The item “costs for leasehold improvements” inclitlee amortisation of improvements made to
third party assets, in detail structural work neeeg for the setting up of branches in rented
properties.

The item “Other” mainly comprises costs of legatl @milar transactions pertaining to the year.

13.2 Other operating income: breakdown

The breakdown of other operating income is provideidw.

Type of income/Amounts Total 31/12/2017 Total 31/12/2016

Rent receivable on properties 40 38
Recovery of taxes from customers 6,393 6,721
Recovery of insurance premiums from customers 1,145 1,177
Recovery of expenses on deposits and current atsoun 82 88
Services provided to other Group companies 20 20
Recoveries on legal costs 1,344 1,634
Extraordinary income 342 272
Fast credit processing fees 1,790 2,432
Extraordinary income from acquisition of the bussenit of

Hypo Alpe Adria Bank - 17,500
Recovery of expenses from employees 2 2
Total 11,158 29,884

As at 31 December 2016, the aggregate includedeakieaordinary income" deriving from the
acquisition of the Hypo Alpe Adria Bank S.p.A. usss unit.

The recovery of taxes of Euro 6,393 thousand cmscdre stamp duty on current accounts and
securities deposits; this recovery is related eamount recorded under administrative expenses
(see table “9.5 Other administrative expenses”).

The item “Recoveries on legal costs” includes tbeovery of legal costs concerning specific
recovery activities vis-a-vis non-performing pasits and recharged to the same (both expenses
professional consulting expenses and tax expenses).

Fast credit processing fees are classified herecagested by the financial statement regulations of
the Bank of Italy.
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Services provided to Group companies include serwictivities provided to Valsabbina Real

Estate S.r.l.

Section 14 - Net gains (losses) on equity investtaeritem 210

14.1 Net gains (losses) on equity investments: kdsavn

Income components/Amounts

Total 31/12/2017

Total 31/12/2016

A. Income

1. Revaluations

2. Gains on sale

3. Reversals of impairment losses

4. Other income

(295)

(384)

B. Expense
1. Impairment (295) (384)
2. Impairment losses - -
3. Losses on sale
4. Other expenses - -
Net gains (losses) (295) (384)

The item comprises the impairment on equity investiheld in the subsidiary Valsabbina Real

Estate S.r.l. (Euro 295 thousand).

Section 15 — Net profit (loss) from the fair valumeasurement of
tangible and intangible assets - Item 220
Section 16 - Goodwill impairment - Item 230

These tables have not been drawn up since theeeld®an no transactions that would require

indication in these sections.

Section 17 - Net gains (losses) on sales of investis - Item 240

17.1 Net gains (losses) on sales of investmentsakdown

Income components/Amounts

Total 31/12/2017

Total 31/12/2016

A. Property (21)
- Gains on sale -
- Losses on sale (1) -
B. Other assets 4 25
- Gains on sale 15 36
- Losses on sale (11) (11)
Net gains (losses) 17) 25




Section 18 - Income taxes for the year from conting operations -
ltem 260

This item discloses the tax liability - equal teethalance between the current taxation and the
deferred taxation - relating to the profit for tyear.

18.1 Income taxes for the year from continuing opd¢ions: breakdown

The breakdown of taxation for the year is provitdetbw.

Income components/Amounts Total Total

31/12/2017 | 31/12/2016

1. Current taxes (-) - -
2. [Changes in current taxes of prior years (+/-) - 87
3. |Reduction in current taxes for the year (+) - -

3_biSReduction in current taxes for the year for créaies set forth in Italian

Law no. 214/2011 (+) - -

4. |Change in prepaid taxes (+/-) 4,754 (437
5. |Change in deferred taxes (+/-) 28( (310
6. [Income taxes for the year (-) (-1+/-2+3+3bis+/-4-5) 5,03 (660

Current taxes were recognised on the basis of mutax regulations and tax rates (27.50% for
Ires, 5.57% for IRAP); these taxes are calculatethe basis of the taxable base pertaining to the
year for tax purposes.

The change in prepaid taxes (prepaid arising lesgad cancelled in the year) amounted to Euro
4,755 thousand and is shown in asset table 13.8e Wiat for deferred taxes amounted to Euro
280 thousand and is shown in asset table 13.5.

Therefore, taxes are generally positive (revennegccordance with the gross negative result and
are recorded on the basis of expectations of regove
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18.2 Reconciliation between theoretical tax expeasel actual tax expense

The following table shows the reconciliation of #ffective tax expense (46.38%, with a positive
sign) with respect to the theoretical one calcdaie the profit from continuing operations gross

of taxation (income statement item 250).

IRES Taxable amount Ires 27.5% | % incidence
Profit gross of taxation (theoretical taxation) 856) 2,985 27.50%
Permanent increases
- non-deductibility of impairment of investment 941 (259) (2.38%)
- other non-deductible expense 687 (189) (1.74%)
Permanent decreases
- dividends (2,196) 604 5.56%
- equity increase (a.c.e.) (1,477) 406 3.74%
- capital gains from the disposal of equity irtwesnts (4,977) 1,369 12.61%
- other changes (1,189) 327 3.01%
Effective IRES tax expense 5,243 48.30%
IRAP Taxable amount IRAP 5.57% | % incidence
Profit gross of taxation (theoretical taxation) 856) 605 5.57%
Permanent increases
- non-recoverable impairment of investment seiagit 5,463 (304) (2.80%)
- other non-deductible expense (10% general exgser
and other associated items) 13,075 (728) (6.71%)
Permanent decreases
- dividends (1,315) 73 0.67%
- IRAP recovery on prior impairment from sale oéhs
and receivables (338) 18 0.17%
- other changes (2,298) 128 1.18%
Effective IRAP tax expense (208) (1.92%)
Total effective IRES and IRAP tax expense 5,035 46.38%
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Section 19 - Profit (loss) from discontinued opei@ts net of taxation -
ltem 280

The table is not drawn up in that there are notasdassified as such.

Section 20 — Other information
This section is not drawn up since it is deemedttti@information provided previously is
complete.

Section 21 - Earnings per share

The new international standards (IAS 33) require thturns indicator to be published on a
mandatory basis: “earnings per share” (commonlyknas “EPS”), in the two versions:

* “Basic EPS”, calculated by dividing the net ptddy the weighted average of the ordinary shares
in circulation;

 “Diluted EPS”, calculated by dividing the net fitdoy the weighted average of the ordinary
shares in circulation, also taking into accountdlasses of instruments with diluting effects.

21.1 Average number of ordinary shares with dilutsdare capital
There are no ordinary shares that will be issuatierfuture with diluting effects on the capital.

21.2 Other information

Items Total 31/12/201 Total 31/12/2016
Profit/loss for the year (5,821 4,148
Ordinary shares (weighted average) 34,715,775 35,200,965
Earnings per share (0.168 0.114

On the basis of sections 19 - 20 of IAS 33, witharel to the calculation of the basic earnings/loss
per share, the number of the ordinary shares aulation must be equal to the weighted average
for the number of days the shares have been imlatron, therefore net of the own shares
repurchased.
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Part D — Statement of Comprehensive Income

This additional disclosure is required for presamtihe not only the profit for the year but alse th
other income components that are not recognisethénincome statement (basically those
recorded as a change in the shareholders’ equigtian reserves).

In addition to the statement of comprehensive ine@nown after the financial statements, the
following additional details are provided.

Analytical statement of comprehensive inco
ltems Gross amount Ini(;)r?e Net amount

10. |Profit (loss) for the year X X (5,821
Other comprehensive income without reversal to 10 3 7
income statement (3)

40. Defined benefit plans 10 (3) 7|
cher comprehensive income with reversal to 3.954 (150 3.804
income statement

100./Available-for-sale financial assets: 3,954 (150 3,804

a) fair value changes (4,136 2,183 (1,953

b) reversal to income statement 8,09( (2,675 5,415

- impairment losses 1,229 (406 823

- gains (losses) on sales 6,861 (2,269 4,597

c) other changes - 342 342
130.|Total other comprehensive income 3,964 (153 3,811
140.|Comprehensive income (Item 10+130) 3,96 (153 (2,010

With regard to item 100, the breakdown of the fatue changes and the reversal to income
statement of the impairment losses recognised 157 20as follows:

Gross amount In(ig:]e Net amount
a) fair value changes (4,136 2,183 (1,953
Debt securities (3,538 1,17( (2,368
Equity securities 3,121 (217 2,904
UCIT units (3,719 1,23( (2,489
b) reversal to income statement - impairment losses 1,224 (406 823
Equity securities 135 (44 91
UCIT units 1,094 (362 732
b) reversal to income statement - gains (losses) sales 6,861 (2,269 4,597
Debt securities 3,561 (2,178 2,383
Equity securities - - -
UCIT units 3,300 (1,091 2,20¢
c) other changes - 342 342

Item 40 is equal, as already indicated in the contrteeliability item 110, to the actuarial change
for the year in the post-employment benefit fund,cleange that was registered against
shareholders' equity reserve as from the 2012 ¢iahstatements.
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The amount of the income tax for Euro -153 thousandiso indicated in the tables 13.5 and 13.6
of the “Tax assets”, as follows:

13.5 Changes in prepaid taxes (through shareholdérsquity)

Increases 2,89(
Decreases (3,654
13.6 Changes in deferred taxes (through shareholdgrequity)

Increases (333
Decreases 944
Effect of the income taxes on comprehensive income (153
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