NOTES TO THE FINANCIAL STATEMENTS

Part A - Accounting policies
Al - General section

Section 1 - Statement of compliance with Internatad
Financial Reporting Standards

The Financial Statements for the year ended 31 mleee2014 were drawn up in accordance with
the international accounting standards issued kyltbernational 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 aotance with the related interpretations of the
International Financial Reporting Interpretationn@uoittee (IFRIC) and Circular No. 262 of 22
December 2005 of the Bank of Italy, updated as2abD2cember 2014, issued on the basis of the
authorisation contained in Italian Legislative DexiNo. 38/2005 which acknowledged in Italy EU
Regulation No. 1606/2002 regarding internationabaating 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 tleggration and presentation of financial
statements” (known as framework).

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

Section 2 — Basis of preparation

The financial statements comprise the Balance Sheetome Statement, Statement of
Comprehensive Income, Statement of changes in ygg8itatement of cash flows and the
Explanatory notes and are also accompanied byexns’ report on operations.

As per Article 5 of Italian Legislative Decree N#B/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 ExparnyaNotes are in thousands of Euro.

The financial statements and the Explanatory netesw, in addition to the amounts for the

reporting period, also the comparative figureste&&laDecember 2013.

The basis of presentation laid down by IAS 1 anedufor preparing these financial statements

involved:

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

The possible foreseeable future taken into consioer is that which emerges from all the

available information used for preparing the sgetglan and the budget for 2015. Furthermore,

in relation to the activities carries out, takingcaunt of all the risks that are analysed and

illustrated in other parts of the financial statemse the Bank believes that it falls within the

sphere of application of IAS 1 according to whichem pre-existing profitable activities and easy
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access to financial resources exist, the requirémérthe company as a going concern is
appropriate without carrying out detailed analysis.

When assessing the business as a going concerreféiences 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 revenuescast$ are recognised, irrespective of the time
of their monetary settlement, in an accrual basts@ matching principals.

3) Financial statement presentation consisten@&ypthlsentation 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 presgmtaor classification is more appropriate in terms
of relevancy and reliability for the representatminthe information. When the presentation or
classification of the financial statement items deanged, the comparative amounts are
reclassified, where possible, also indicating tarire and the reasons for the classification.

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

5) Substance over form: transactions and otherts\ar recognised and stated in compliance with
their economic substance and reality and not by @ssidering 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 dsrpretation 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 statemenith the exception of when an International
Accounting Standard or Interpretation allows otheew The commentary and descriptive
information is also included when this is signiiitdor an improved comprehension of the related
annual financial statements.

Estimates and valuations

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

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

The use of valuations and assumptions is more cortymequired for:

- quantifying the impairment of financial assetarls 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 ehancial instruments not listed on active
markets;

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

- quantifying employees’ provisions and provisidoisrisks and charges;

- the actuarial and financial assumptions used dterchine liabilities associated with defined
benefit plans for employees;

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



Reasonable estimates and assumptions are formubgtegsing all the internal and external

information available and past experience.

The adjustment of an estimate further to changekencircumstances on which it was based or
further to new information or additional experiende applied prospectively and therefore

generates an impact on the income statement foydhe in which the change takes place and,
possibly, on that relating to future years.

The valuation process is particularly complex imgideration 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 valuatmahconsequent difficulty in the formulation of

performance forecasts, including short-term, retatio financial parameters that significantly

affect 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 4 March 20t46, 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,yantsto Italian Legislative Decree No. 58/98, by
BDO S.p.A., in accordance with the appointment tgdnfor the 2011-2019 period to said
company with the shareholders’ resolution on 9 IRZ0iL1. The audit report is published in full, as
per Article 135 septies of Italian Legislative DeemMNo. 58/98.

Amendment to the accounting standards approvedh® European Commission.
The table below shows the new international acéognstandards or the amendments to the
standards already in force, with the related apgraegulations applied by the European
Commission, whose mandatory application startsthénevent of financial statements coinciding
with the calendar year - as from 1 January 2014ter.

EU Req. No. 1254 of 11 December 2012 (Effectivé@® the financial year as at 1 January 2014)

IFRS 10, IFRS 11, IFRS 12, amendments to IAS 2714%d28 (and subsequent amendments approved bysm#an
Regulation No. 313 of 4 April 2013 “transition gaidand Regulation No. 1174 of 20 November 2013sfdysidiaries
held by investment entities). By means of the afastioned Regulation, a number of new standardscanelated
amendments to the existing standards were ratifis@pproved by the IASB in 2011 and 2012.

The objective of IFRS 10 “Consolidated financiahtstents” is to provide a single model for the otidated
financial statements, which envisages control adtsis for the consolidation of all the typesnmtftg, in replacement
of the standards envisaged by IAS 27 “Consolidated separate financial statements” and SIC 12 “Qlatagion -
special purpose entities”. An investor holds cdnirben at the same time it has: power over theyeritiis exposed to
or benefits from variable returns deriving from tiedation with the entity and it has the capaocityekercise its power
over the entity so as to affect the amount ofdtanns.

IFRS 11 "Joint Arrangements" establishes the firneporting principles for entities that are yatb joint
agreements and replaces IAS 31 “Interests in jeégmtures” and SIC 13 “Joint Controlled Entities erNMonetary
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Contributions by Venturers”. The standard requities entity to determine the type of agreement inclwtit is
involved, evaluating its rights and its obligatio$e interests held in a joint venture, in whibke parties that hold
joint control have a claim to rights on the neteas®f the agreement, are recognised as an investmbe measured
at equity, in compliance with the new version ofSIAZ8. On the basis of the new standard, the priopait
consolidation of joint ventures is no longer petedt

IFRS 12 “Disclosure of interests in other entitiessa new standard that brings together the disotoequirements for
all forms of investment in subsidiaries, associat@ehpanies, non-consolidated structured entit@st prrangements.

EU Reg. No. 1256 of 13 December 2012 (Effectivé@® the financial year as at 1 January 2014)

IAS 32 - By means of the aforementioned regulatiba,amendment to IAS 32 “Financial instrumentgspntation”,
approved by the IASB on 16 December 2011, wagedtif

This amendment introduces, in the application guti¢he standard, a number of paragraphs aimingaofy the
application methods of the current regulations figetting in the balance sheet of the financiaktsand liabilities,
on the basis of which the net balance representaionly possible when the entity usually haslégal right to offset
the amounts recorded in the accounts and intendstharge for the net residual or realise thetamse at the same
time discharge the liability. In detail, it is cified that the right to offset must not be subjexta future condition
precedent and must be legally exercisable botmdutie normal course of the business activitiesiarttle event of
breach, bankruptcy or any other insolvency procedhmt regards the entity and all the counterparts.

EU Req. No. 1375 of 19 December 2013

IAS 39 - The amendment introduced by the regulafiomquestion envisages that the renewal of a diviva
designated as hedging, by an existing counterpagt hew central counterpart, as a consequencegisiddon or
regulations, does not lead to the transfer of thdging relationship, provided that any changeshm hedging
instrument are limited to those necessary for aagrgut this replacement of the counterpart.

With reference to the principles/interpretationgplagable optionally to the 2014 financial year, @dfFRIC 21
"Levies", issued on 20 May 2013 and approved byRgdulation. 634 of 13 June 2014, whose objectite rovide
some guidelines on the accounting method of sowiedenot falling under the taxation provided farlAS 12. In
particular, details on what is the binding action fecognising the liability associated with theyeare provided (if,
for example, the obligation to pay the levy derifiesn the achievement of a minimum level of activitr from the
fact that the entity is operational at a certaiuife date). This interpretation is applicable &t lttest starting from the
financial year beginning on 17 June 2014 or later.

It should be noted, for completeness, that at tite df approval of this report and limited to tteses of potential
impact, the IASB issued the following new standaadd interpretations/amendments of existing statsdar

- IFRS 9 “Financial instruments” issued on 24 2014, which replaced the previous versions publishe2009 and
in 2010 for the “classification and measurementaggh and in 2013 for the “hedge accounting” phasith \Wis
publication, the process of reform of IAS 39 is @ated: it was broken down in the three phaseglaksification and
measurement”, “impairment”, “hedge accounting”; teeisions of the macro hedge accounting, manageddans of
a project other than IFRS 9, must still be complete a nutshell, the new standard introduces néesrfor:

- the classification and measurement of financszkets, based on the business model and on thecthatics of the
instrument;

- a single impairment model based on a conceparofdrd-looking expected loss, in order to ensungoae immediate
recognition of losses compared to the IAS 39 mofl@icurred loss, whereby losses can only be dedeict the face of
objective evidence of impairment that occurredréfie initial recognition of assets;

- the recognition and measurement of hedging adowynwith the aim of ensuring greater alignmentwaen the
accounting representation of hedges and managdagga{risk management);

- the recognition of the so-called "own credit&.ichanges in the fair value of the liabilitiesigeated at fair value
option attributable to fluctuations in creditworibss. The new standard requires for such chandesrecognised in a
reserve in shareholders' equity rather than inrtbeme statement as is required by IAS 39, thumiediting a source
of volatility in economic results that has beconagtigularly evident during periods of economic dimdncial crisis.
The mandatory application of the principle is eagisd as from 1 January 2018, with earlier appbicatf all the
principle or only the changes related to the actingrtreatment of "own credit" for financial lialies designated at
fair value;

- IFRS 15 "Revenue from contracts with customessyed on 28 May 2014;

- Amendments to IAS 16 and IAS 38 containing soraification on acceptable methods for the recagnitof
depreciation of tangible assets and amortisatidntahgible assets, issued on 12 May 2014;

- Amendments to IFRS 11 relating to the accountihgompanies subject to joint control (joint versy, approved on
May 6, 2014;

- Amendment to IAS 19 relating to the defined-bénafns issued on 21 November 2013;



- Improvement projects of some IFRS (2010-201212P013), approved on 12 December 2013.

Statement of Comprehensive Income

The statement of comprehensive income, drawn uighi of the amendments to IAS 1, includes
the revenue and cost items which, as requiredlowatl by the IAS/IFRS, are not recognised in
the income statement but booked to shareholdeityequ

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

Comparability

The financial statements show, in addition to timeoants for the reporting period, also the

comparative figures as at 31 December 2013.

Based on new insights and interpretations, theveiig figures of the 2013 financial statements

recorded these changes:

- The spot differences in currency were reclassifiech financial assets and liabilities held for
trading to other assets and liabilities of Euro/Z,4nd Euro 2,499, respectively;

- Allocation for the personnel of Euro 800,000 aneé ttharity fund of Euro 87,225 were
reclassified from provisions for risks and char@sn 120) to other liabilities (item 100).

A.2 - Main items in the financial statements

1 - Financial assets and liabilities held for traalg

Recognition criteria

Initial recognition takes place as of the dateaiflement for securities and the date of subsompti
for derivatives. The recognition value is the pas# cost deemed as the fair value of the
instrument. On the basis of IFRS 13 (Fair Value 8eement), effective as from 1 January 2013,
the fair value is the "price that would be receivedthe sale of an asset or that would be paid for
the transfer of a liability in a regular transantibetween market operators on the measurement
date", without considering the transaction costsr@venues relating to said instrument.

Classification criteria

Financial assets held for trading include the foalninstruments held for the purpose of
generating, over the short-term, profits derivimgni the changes in their prices, inclusive of
derivative contracts, with positive fair value, Bxing hedging instruments.

A derivative contract is a financial instrument wbovalue is linked to the performance of an
interest rate, the listed price of a financial iastent, the price of a commodity, the exchange rate
of a foreign currency, a price or rate index oreotimdices; it requires an initial net investmeitw
respect to that which would be required by othpesyof contracts and is settled on maturity.
Commitments to deliver securities sold and notpetchased are classified as trading liabilities
(so-called “uncovered short positions”).

Measurement criteria
The trading book is measured at fair value. Therdahation of the fair value of the assets and
liabilities of a trading book is based on pricasick on active markets or on internal measurement
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models generally used in financial practice. If the value of a financial asset becomes negative,
this asset is recognised as a financial liability.

Derecognition criteria

The derecognition of the financial assets heldrading takes place when the contractual rights on
the cash flow of the assets in question expire lmemfurther to disposal essentially all the risks
and benefits relating to the same financial assetsransferred.

Recognition criteria for income components

The gains and losses generated by means of disposalimbursement, as well as the unrealised
gains and losses deriving from changes in thevi@ue of the trading book are recorded in the
income statement under item 80 “Net profit (loseht trading activities”.

2 - Available-for-sale financial assets

Recognition criteria

Initial recognition takes place as of the date eftlement for securities and the date of
disbursement for loans and receivables. At the timaitial recognition, these assets are recorded
at fair value, inclusive of the transaction costsnzome directly attributable to said instrument.
Without prejudice to the exceptions envisaged b$ 129, transfers from the available-for-sale
portfolio to other portfolios and vice versa are possible.

The assets stated on the basis of the amendmel&S t89 are measured, if stated by 31 October
2008, at the fair value as at 1 July 2008; thoatedtsubsequently, are measured on the basis of the
fair value as of the reclassification date.

Classification criteria

Available-for-sale financial assets include the+denivative financial assets that are designated as
available for sale or that are not classified an$oor receivables, investments held until maturity
or financial assets at fair value through profitdalss. This item also includes the equity
investments not managed for trading purposes aaiddih not qualify as establishing control or
joint control over or association with the compard the movable and real estate UCIT units.

Measurement criteria

Subsequent to the date of initial recognition, de-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 usednanéial practice, as better specified in the
chapter on fair value.

The profits and the losses deriving from fair valneasurements 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 shareholder' equity is
stated in the income statement item “Net impairnhesdges on available-for-sale financial assets”.



Checking of the existence of impairment lossesherbiasis of objective evidence (impairment test)
is carried out at the end of each reporting peoodat the time of preparation of the interim
statements.

For example, this circumstance applies in the egént

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

- occurrences that indicate an appreciable decrgaskee future cash flows of the issuer (the
general conditions of the local and national refeeeeconomy in 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 tieehnological, 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 thevi@ine below the purchase cost.

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

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

Information on fair value”):

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

- in case of shares and funds classified as levehd 3 of the FV hierarchy, objective
evidence of impairment is recorded if the fair \alis 30% lower than the initial
recognition value (significance) or if the fair ual does not record a value higher than the
book value continuously for more than 18 months;

- In case of bonds and government securities, whatbeehierarchy, the objective evidence
of impairment is recorded when there is insolventythe payment of principals and
interests, there are significant delays in the paynof the principal/interest or there is a
granting of moratoria and at the same time renatiofis at rates lower than those paid by
the market.

For instruments listed on active markets, the Bbeleves that the changes in fair value can be

determined by economic market conditions such asntble the use of thresholds higher than

those required for financial instruments not listedmarkets.

Derecognition criteria

The derecognition of the available-for-sale fin@heissets takes place when the contractual rights
on the cash flows of the assets in question exgicewhen, 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 solg profits or losses up to that moment that are not
realised and booked to shareholder' equity, amesfeared to the item “Profit/loss on sale of
available-for-sale financial assets” in the incostegement.



Impairment losses on investments in debt instrumareg recognised with an offset in the income
statement only if this impairment may be objectjvebrrelated to an event that takes place after
the loss due to impairment has been booked tonttmme statement, within the limit of the value
of the amortised cost that the financial assetsldvdwave had in the absence of previous
adjustments.

Impairment losses on investments in equities, wiceah be correlated to an event that has taken
place after the impairment loss has been bookezhasffset to the income statement, should be
recognised in shareholder' equity.

3 - 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 of the date isbdrsement on the basis of the related fair value
that corresponds to the amount disbursed, to ces®and banks, inclusive of costs and income
directly attributable to it and that can be detemli as from the origin, irrespective of the moment
they were settled. All the charges that are repaylaypthe debtor or that are attributable to ingérn
costs of an administrative nature, are not inclucethe initial recognition value. In cases where
the net recognition value of the loan/receivableiger than the related fair value, due to the lowe
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 &etwthe fair value thus determined and the
amounts disbursed is booked directly to the incetatement in the interest item.

This item, according to the pertaining breakdown type, includes the loans subject to
securitisation transactions for which the IAS 39uieements for the derecognition from the
financial statements do not exist.

Classification criteria

Loans and receivables include the amounts disbuosedstomers 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 agresnaes also included in this item.

Measurement criteria

Subsequent to initial recognition, the loans arwtinables are stated at amortised cost. Amortised
cost is the value at which the financial assetlie®n measured, at the time of initial recognition,
net of the capital repayments, increased or deedelag the overall amortisation using the effective
interest rate approach on any difference betweenniial value and the value on maturity, and
less any reduction further to a drop in value an-recoverability. The effective interest rate is th
rate that discounts back the flow of the futurenested payments for the estimated term of the
loan in such a way as to exactly obtain the netkbealue at the time of initial recognition,
inclusive of both directly attributable transactioosts/revenues and all the fees paid or received
between the contracting parties.

The loan book is subject to periodic measuremenieast at each reporting date or interim
statement, so as to identify and establish anyctibgeimpairment losses.



This circumstance applies when it is envisagedtti@bank 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 ®fihancial difficulties and that otherwise it
would not have granted;

- probability that the debtor may be subject toksaptcy/insolvency proceedings or other financial
reorganisations;

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

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

The “non-performing” category includes all the leaand receivables for which objective evidence
of impairment exists (doubtful, substandard, redtmed and past due by more than 90 days, as
more clearly identified in part E, section 1 - Qtetkk, 2.4 - Impaired financial assets, in these
explanatory notes), measured by the difference d@iwhe book value and the current value of the
estimated future cash flows, discounted at theirmalgeffective interest rate of the relation. Hoe t
estimate of the collections and the related madgribf problem loans, reference is made to
analytical repayment plans if available and, indbsence thereof, estimated and collective values
are used taken from internal time series and sstidiies.

The analytical measurement takes account of thenastd possibility of recovery, the timing
envisaged for collection and the outstanding guaem The loss must be possible to quantify in a
reliable manner and be correlated to actual andneogly expected events.

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

Amounts due for default interest accrued on imphiessets (non-performing positions) are
recorded, and therefore impaired, to the extent there is no certainty with regard to their
effective collection.

“Performing” loans and receivables are measurekbaotely, dividing them up into standardised

risk classes, establishing the Estimated Loss (L})he basis of the Probability of Default (PD)

produced by the Credit Rating System model anddbkses in the event of breach (Loss Given
Default — LGD) taken from the historical-statisti@malysis of the trend of non-performing and

substandard loans. The estimated loss takes acobuhe impairment of the loans as from the

reporting date, but whose entity is still not knoatthe time of measurement, for the purpose of
taking the measurement model from the notion ofrege loss to the notion of latent loss.

With regard to exposures for a significant amospgcific analyses are carried out.

This method was adopted since it is convergent Withmeasurement criteria envisaged by the
New Basel Agreement on capital requirements (B2sel

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.

Derecognition criteria

The full or partial derecognition of the loan orceesable is recorded respectively when it is
considered definitively unrecoverable, subject ankyuptcy 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 prelyonside.

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

4 - Hedging transactions

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

» hedging of the fair value of a specific assetiability, 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 attributableatspecific 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 fonedgirrency.

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:

eat the start of the hedge, there is a designatmhformal 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 candtiebly 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 flowshegge 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 theValue 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 difference between the change in the fair value
of the hedging instrument and the change in thevidue of the hedged element.

For the purposes of determining the efficacy oftiedge, both forecast and retrospective tests are
carried out, at least at the end of each repodatg.
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Derecognition criteria

The recognition in the financial statements of heddgransactions is interrupted when the efficacy
requirements are no longer observed, when theyeaeked, 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 instrumengffiective fair value hedges, is recorded in the
income statement item “90 Net hedging income (egpgn The fair value changes of the hedged
element, attributable to the hedged risk with thavative instrument, are recorded in the income
statement to offset the change in the book valueehedged element.

If the hedge no longer satisfies the criteria faing recorded as such or the derivative is
terminated, also due to the insolvency of the cewpatrt, the difference between the book value of
the hedged element at the time the hedge ceasdbatnghich would have been its book value if
the hedge had never existed, in the event of isttdrearing financial instruments, is amortised in
the income statement, over the residual life of dhiginal hedge; in the event of non-interest
bearing financial instruments, this differencedsarded directly in the income statement.

At the end of the reporting period, the Bank hasi@dging transactions in place.

5. - Equity Investments

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

Classification criteria
The item includes the equity investments in sulasies, 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 staeent may have undergone a reduction, steps are
taken to estimate the recoverable amount of saigsiment, including the final disposal value of
the investment and/or other measurement elemehtshware 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 investments”.

If the reasons for the impairment cease to exighéu 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, tpet@xtent of the previous impairment.

Derecognition criteria

Equity investments are derecognised when the adnahrights to the corresponding cash flows
deriving from the assets expire or when the equwgstments 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 recogniggten the right of the shareholders to receive
the payment is established and, therefore, afterddie of adoption of the resolution by the
shareholders’ meeting of the company in which tieeholdings are held.

6 - Tangible assets

Recognition criteria

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

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

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

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

Extraordinary maintenance costs that increase #hgevof assets are allocated to the assets to
which they refer. Ordinary maintenance costs ategeised directly in the income statement.
Assets acquired under financial leases are recardadcordance with the provisions of IAS 17,
which envisages the recording of the asset undeb#tance sheet assets, offsetting the amounts
due to the lessor, and the calculation of the degtien over the estimated useful life of the asset
The lease payments are booked to reduce the deptifcipal 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 properties, larstallations, furniture and furnishings, and
other office equipment. These are assets instruahfartthe supply of services.

The land relating to the self-contained propertytsuowned, is recorded separately from the
building, since, as a rule, it has an unlimitec ldnd therefore cannot be depreciated, while
buildings having a limited life can be depreciated.

Measurement criteria

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

The depreciation is calculated systematically ostraight-line basis by means of technical-
economic rates representative of the residual pilisgiof 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 pdyiif there is any indication that the asset may
have been impaired, a comparison is made betweebdbk value of the asset and its recoverable
amount, equal to the fair value, net of any satests; 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 incetagzment.
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Derecognition criteria
A tangible asset is eliminated from the balanceeshé the time of disposal or when the asset is
permanently withdrawn from use and no future ecandranefits are expected from its disposal.

Recognition criteria for income components

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

The amortisation of leasehold improvements to afmerses for third party assets takes place on
the basis of the contractual duration, a minimurb géars, 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”.

7 - Intangible assets

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

Recognition and classification criteria

Intangible assets represented by software andligsaces owned by the Bank are recognised in
the financial statements only if they comply witketrequirements that they are independently
identifiable and distinct, that it is probable tiiature economic benefits will be realised, and tha
the cost itself can be measured reliably.

The core deposits were recognised in the conselidéhancial statements at the time of the
acquisition of Credito Veronese and, at the timéefincorporation, recorded in the 2012 financial
statements using the same criteria. They werenaligi recognised by means of the discounting
back of the flows representative of the profit nisgover 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#éheofissets and the balance sheet elements
acquired within the sphere of a company merger.

Measurement criteria

Intangible assets represented by software andliaeaces are recorded in the financial statements
at cost net of amortisation and impairment los$lg. amortisation is calculated systematically on
a straight-line basis by means of technical-econamates representative of the residual possibility
of use of the assets. At the end of each repopergd, the residual life is measured to check the
adequacy.

Intangible assets represented by core depositaracetised on a straight-line basis over eight
years, a period that approximates the period oatgresignificance of the expected economic
benefits, as from 30 April 2011, date of acquisitad control over Credito Veronese.
Goodwill is not amortised in consideration of itglefinite useful life, but it is subject to cheaogin
of the adequacy of the recognition value (impairtriest) at least once a year, generally at the time
of preparation of the annual financial statememis m any event on occurrence of events that
suggest that the asset has been impaired. Any gbadywairment, even if in subsequent years the
reasons they were made cease to exist, cannoinséated.
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Derecognition criteria
An intangible fixed asset is eliminated from thdabae sheet at the time of disposal or when its
use permanently ceases.

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

8 - Current and deferred taxation

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

Current taxes for the year are determined by apgltfe tax rates and current legislation; they are
recorded as liabilities, net of advances paid,h® éxtent that they have not been paid. They
include those not yet paid relating to previousryea

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 dddathe extent that the credits are recoverable
in subsequent years.

Prepaid and deferred taxes are determined on the dthebalance sheet liability method, taking

into account the timing differences (deductibletatable) 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 hasehe presence of an advance tax paid with
respect to the economic - statutory pertinence.

“Deferred tax liabilities” are recognised in aletibases where it is probable that the relateditybi
will arise. They represent a future increase in tdneable base, determining a deferral of the
taxation with respect to the economic - statutastipence.

Deferred taxes have not been provided for with ntda reserves subject to deferred taxation,
since no distributions are envisaged with regarthése reserves.

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 recegnas an offsetting item in the income statement,
except in the case that they derive from transastwhose effects are attributed to shareholder’
equity, in which case they concern the calculatibthe specific valuation reserves.

9 - Provisions for risks and charges

Provisions for risks and charges concern specifstscand 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 islenaxclusively 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.
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The amount of the allowance is represented by tineiot value of the liabilities that it is supposed
will be incurred for discharging the obligation. Affever the time factor is significant, provisions
are discounted using current market rates. Thesteffediscounting is recognised in the income
statement, as is the increase in provisions asudt ref the passing of time.

10 - Post-employment benefits

On the basis of the international accounting stedsjgost-employment benefits are considered to
be “a benefit subsequent to the employment relshigri of a defined-benefit type, whose value is
determined by means of actuarial methods. Conségutre year end measurement of the item in
guestion is carried out on the basis of the metbibthe 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 bagisistorical, statistical and probabilistic analyse
and the adoption of suitable demographic techrbeaks. This makes it possible to calculate the
post-employment benefits accrued at a given datnimctuarial sense, distributing the liability
over all the years of estimated residual permanefdbe existing workers, and no longer as a
liability to be settled in the event the companwyses its activities at the end of the reporting
period, as envisaged by lItalian legislation.

The measurement of the leaving indemnities of thgleyees is carried out by an independent
actuary in compliance with the method indicatedvabo

Further to Italian Law No. 296 of 27 December 200@, portions of indemnity accrued up until 31
December 2006 remain with the company, while thexszued 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 dartheof a defined-contribution plan, since the
Bank’s obligation vis-a-vis the employee ceases it payment of the accrued portions.

By means of the amendment of IAS 19, made by EUuR&gn No. 475 of 5 June 2012, the
actuarial gains and losses, which arise due to gdsaror adjustment of the previous cases
formulated, including the effects of changes in diszount rate, lead to a re-measurement of the
post-employment benefits liability. They are bookedshareholder' equity under the valuation
reserve “Actuarial gains/loss on defined-benefihgen plans” and the booking to the income
statement is no longer allowed. The Bank has avaitelf of the right to apply, as allowed, the
amendments to IAS 19 “Employee benefits” in forsdfram 1 January 2013, in advance, already
as from the financial statements prepared up 8% Btecember 2012.

11 - Liabilities and securities issued

The item represents the various forms of fundingéshed by the Bank: due to banks, due to
customers, bonds and certificates of deposits isbye¢he Bank.

Recognition criteria

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

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

Financial liabilities lacking repayment plans areasured at cost.

Financial liabilities subject to hedging of therfaialue are subject to the same measurement
criteria as the hedging instrument, limited to ji change in the fair value, as from the moment
of designation of said hedge, as an offsetting t@the income statement.

The fair value of the hedging instruments is deteeth by discounting back the cash flow with the
risk free curve. Debt instruments linked to shamedual instruments, foreign currency, credit
instruments or indices are considered to be stredturhe embedded derivative is separated from
the host contract and represents a stand-aloneatlee 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 @iss@le value.

12 - Other information

Other assets

Item “150 other assets” includes the assets nobati@ble to the other balance sheet asset itdms. |
also comprises the expenses for leasehold impravsmessentially involving the costs for

renovating rented property; the related amortisai® recorded in the item “Other operating

income and expense”.

Purchases and sales of financial assets
Purchases and sales of financial assets are resagas of the settlement date.

Repurchase agreements and security lending transancst

Repurchase agreement transactions that envisage obtigation for the transferee to
resell/repurchase forward the assets covered bytrHresaction (for example, securities) and
security lending transactions in which the guarangerepresented by cash that falls under the
complete disposition of the bearer, are treatedepss. Therefore, the amounts received and
disbursed are recorded in the financial statem&nisayables and receivables. In detail, the afore-
mentioned funding repurchase agreements and sedanting transactions are stated in the
financial statements as payables for the forwarduarhreceived, while those involving lending are
stated as receivables for the spot amounts.

These transactions do not lead to changes in thaises portfolio. Accordingly, the cost of the
funding and the income from lending, representethkycoupon accrued on said securities and the

differential between the spot price and the forwarite, 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 remghiat the time of settlement of the related
transactions.

Transactions denominated in foreign currency acerdied, 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 historicadtcare converted at the exchange rate in effect at
the transaction date;

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

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

financial statements are recognised in the incartersent relating the period in which they arise.
When a gain or loss from a non-monetary item igi@arat shareholder' equity, the relevant
exchange rate difference is also carried at eqGionversely, when a gain or loss is recognised in
the income statement, the associated exchangealifedeence is also recognised in the income
statement.

Treasury shares

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

A specific reserve is recorded, pursuant to Artk3&7-ter of the Italian Civil Code.

Securitisations

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

The loans sold are not derecognised from the fiaastatements if a substantial amount of risks
and benefits is still retained, although formaltgy 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 bearritbk of the initial losses, and likewise it shall
benefit from the return on the transaction.

As a result, loans are shown in the financial stetg@s as “Assets sold and not derecognised”
against the loan received by the special purposigyenet of the securities issued by the latter,
subscribed by the transferring bank. Similar repméstion criteria, based on the prevalence of
substance over form, are applied in recognisinguats.

Recognition criteria for income components

Besides the matters illustrated in the basis o$gmtation, revenues are recognised when they are
received or, on any event, when it is likely thatufe benefits will be received and these benefits
can be reliably quantified. Specifically:

- interest on due from customers and banks isitilEgsinder interest income and similar revenues
deriving from due from banks and customers andet®gnised on an accruals basis. Default
interest is recognised on an accruals basis arttewidown for the portion that is deemed as non-
recoverable;

- dividends are recognised in the income statemvben received or when, on the basis of IAS 39,
section 55, the right to payment arises;
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- commission and interest received or paid relat;mnancial instruments are recognised on an
accruals basis.

The costs are recognised when they are incurrdldwiog 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 amsexlit cost and that can be determined from the
beginning, regardless of the moment when they aie, flow to the income statement by applying
the effective interest rate. Costs that cannotiridetl to revenues are immediately charged to the
income statement.

Impairment losses are recognised in the incomersatt in the financial year in which they are
recognised.

A.3 - Information on transfers between portfoliosf dinancial

assets

The Bank has not carried out, either in the curreotr in the previous financial year,
reclassifications of the portfolio of financial ats from categories measured at fair value to the
categories carried at amortised cost based on dhsilplities introduced by EC Regulation no.
1004/2008 of the European Commission. It allowsrare circumstances" to transfer financial
instruments allocated in the trading book to otmantfolios with a different measurement method.
In situations similar to those of the end of 2088¢ to the crisis that had hit the international
markets, since market prices no longer adequaxglsessed the fair value of financial instruments,
they had lost significance and ran the risk ofadigtg the representation of these instruments in
the financial statements of companies applying IRS5, causing abnormal fluctuations in the
income statement and in equity.

18



A.3.1 Reclassified financial assets: book valuejrfaalue and

effects on comprehensive income

During 2008, the bank availed itself of the amendine IAS 39 issued on October 13 by IASB
and adopted in EC Regulation 1004/2008, reclasgjfgecurities totalling Euro 286.9 million from
the FV&PL portfolio to the AFS portfolio.

As at 31 December 2014, there are no securitiéassfied at that time.

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 expsttfrom
reclassified assets

The tables have not been drawn up since during #@d4 were no reclassifications of financial
assets.

A.4 Fair value information

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

In determining the fair value, IFRS 13 providesexdrchy 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 (hereinaftaodlFVH") provides for the classification of the
fair value measurement based on three differentldeyLevel 1, Level 2 and Level 3) in
descending order of observability of the inputsduseestimate the fair value.

FVH provides for the following levels:

1. Quoted prices taken from active markets (Leyette fair value derives from quoted prices in
active markets for identical assets or liabilitieat the entity can access at the measurement date
(IFRS 13 par. 76).

An active market is a market in which transactidos the asset or liability take place with
sufficient frequency and volume to provide pricimjormation on an ongoing basis (IFRS 13
Appendix A).

2. Measurement methods based on observable maakampters (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):
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- quoted prices for similar assets or liabilitinsactive markets;

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

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

- input from or corroborated by observable marlkstd

3. Measurement methods based on unobservable npata@neters (Level 3): the fair value is a
level 3 if the inputs used in the valuation tecluais 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 pgvaat holding the financial instrument. Level 3
inputs must reflect the assumptions of the Banknarket 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 paditis will use different assumptions (IFRS 13 par.
89).

The Fair Value Hierarchy gives the highest priotiythe 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 &sw level input that is significant to the entire
measurement, as described in IFRS 13 par. 73.

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

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

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

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

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

priority to the use of unobservable inputs, in ttity 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 seta/hierarchy of information sources and
price configurations required for enhancing theaficial instruments on active markets and
classifies at level 1 of the fair value hierarclifidrk to Market Policy”);

- the valuation techniques and the related inputmpaters 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).

Mark to Market Policy

To determine fair value, the Bank uses informabased on market data, any time it is available,
obtained from independent sources, in that consiler 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, whichn be taken from the listings expressed by an
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active market (and classified in level 1 of the falue hierarchy). A market is considered active
when the transactions occur with sufficient frequeand volume to provide useful information for
determining the price on an ongoing basis (IFR&fAgendix A).

The following are generally considered active negsk

- regulated securities and derivative markets, wite exception of the “Luxembourg” stock
market;

- certain OTC electronic trading networks, whenegiwircumstances are in place based on the
presence of a certain number of contributors wxicatable offers, characterised by

bid-ask spreads — i.e., the difference betweermtive a seller is offering for a security (ask pjic
and the price a buyer is willing to pay (bid prieefalling within a given tolerance threshold;

- the secondary market for UCIT units, expressethbyofficial NAV (Net Asset Value), based on
which the issuing asset management company guagsatbesettle the units in a short time. In
particular, these are open-end harmonised UCIT dunbaracterised 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 oétgaluations, discounting of future cash flows.

Specifically:

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

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

- investments in UCITs, other than those harmongaeh-end, are measured on the basis of the
NAVs made available by the fund administrator or twe 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 tecigues and
inputs used

In the absence of prices listed on active markess,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 psgoof determining the fair value. A financial
instrument must be fully classified in a singledevherefore, if the inputs used to measure fair
value are categorised into different levels, thevalue measurement is categorised in its entirety
in the level of the lowest level input if it is sijcant to the entire measurement.

If the weight of the unobservable data is prevaleith respect to the overall measurement, the
level assigned is "3".

Fair value determined using Level 2 inputs
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The following types of investments are normally sidered level 2:

- unlisted equity securities on active markets, snead:

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

- based on the prices of recent transactions;

- price indications provided by the issuer countdrpassibly adjusted to take into account the
counterpart and/or liquidity risk (for example: thwice resolved by the Board of
Directors/Shareholders’ meeting for the sharesntited industrial co-operative banks, the
value of the holding communicated by the managentemipany for closed-end funds
reserved for institutional investors, the redemptralue determined in compliance with the
issue regulations for insurance agreements);

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

- funds characterised by significant levels of sfzarency and liquidity, measured on the basis of
NAVs provided by the management company/fund adstretior, 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 levéldliquidity and for which it is believed that the
valuation process of the fund significantly reqaieenumber of assumptions and estimates. The
fair value measurement is carried based on the Nadjisted if necessary to account for the
fund’s diminished liquidity, i.e., the time spantleen the date of the request for redemption and
that of the actual redemption, as well as for pgmesicommissions for exiting from the
investment;

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

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

- illiquid equity securities not traded on an aetmwarket, 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,séeljuto take account of any significant decreases
in value;

- debt securities characterised by complex findnsfauctures for which sources not publicly
available are generally used; these are non-bindiiegs 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 paalydimplemented to take into account the
change in the observable elements (e.g. rates,emprices) and any significant change in the
credit and market risk of the financial assets @dluhat requires a change to the valuation
technique.
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A.4.3 Fair value level

The Bank classifies the measurements at fair vafltlee 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 receivables to banks
and customers and liabilities to banks and custsmerepresented by securities.

With regard to unrestricted / upon revocation déposnd loans, an immediate maturity of the
contractual obligations is undertaken coincidinghvthe end of the reporting period, and therefore
their fair value is approximate to the book valu#ewise, the book value is adopted for short-
term loans.

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

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

With regard to medium/long-term debt, representgddxurities 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 representedségurities 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 baekrilated 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 consathhe market value as of the reference date is

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

contract:

- for contracts on interest rates: the market vauepresented by the so-called “replacement cost”
determined by means of the discounting back ofdifierences, to the envisaged settlement
dates, between the flows calculated at the contaies and the estimated flows calculated at
market rates, objectively determined, current air yand by equal residual maturity;

- for option contracts on securities and otherrumaents: 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 provisionsictiiix 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 explanatotgs.
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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 liapiktthe value at which it has been measured at the
time of initial recognition, net of the capital Bpnents, increased or decreased by the overall
amortisation, determined using the effective irderate approach, of the differences between the
initial value and the value on maturity, net of doss in value.

The effective interest rate is the rate that eqgtr@scurrent value of a financial asset or liaypiti

the contractual flows of the future payments orsthoeceived up until maturity or on the
subsequent rate recalculation date.

With regard to fixed rate instruments or thoseistd rate for temporary periods (e.g. step up
bonds), the future cash flows are determined inbts of the interest rate known during the life
of 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 rAgof each price review date, steps are taken to
recalculate the repayment plan and the effectite oh return on the entire useful life of the
financial instrument, in other words until the matudate.

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

The financial assets and liabilities traded undark®t conditions are initially recognised at their
fair value, which normally corresponds with the amio paid or disbursed inclusive of the
transaction costs and the directly bookable coniomss

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

These accessory components, which must be attbleuta 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 withastindtion to several transactions and the
correlated components that may be subject to retwognduring the life of the financial
instrument, are excluded.

Furthermore, the costs that the Bank will haventour 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 formalitiescawed previously for each financial statement
item.

With reference to available-for-sale assets, thacgss for the recognition of any impairment
envisages the checking of the presence of impairnmelicators and the determination of any
impairment.

Quantitative information
A.4.5 Fair value level

A.4.5.1 Assets and liabilities measured at fair val on a
recurring basis: breakdown by fair value level

Financial assets/liabilities at fair value ‘ Total 31/12/2014 ‘ Total 31/12/2013 ‘
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L1 L2 L3 L1 L2 L3

1. Financial assets held for trading - 179 2 - 190 2
2. Financial assets measured at fair value - - - - - -
3. Available-for-sale financial assets 1,162,188,085 11,276 989,661 12,504  6,99(
4. Hedging derivatives - - - - - -
5. Tangible assets - - - - - -
6. Intangible assets - - - - - -
Total 1,162,184 6,264 11,278 989,661 12,694 6,992
1. Financial liabilities held for trading - 215 - - 398 -
2. Financial liabilities at fair value - - - - - -
3. Hedging derivatives - - - - - -
Total - 215 - - 394 -
Key:

L1=Level 1 L2=Level 2 L3=Level 3

In detail, the following are classified in FV Lev&for a total of Euro 6,085 thousand:

- bonds for Euro 2,054 thousand in relation to whiclre is no price determined on a liquid
market, valued according to the listing for simitacurities traded on a liquid market, with a
prudent spread,;

- shares for Euro 4,031 thousand, valued accordirtgerice determined by the shareholders’
meeting of the issuer or the price taken from #s¢ significant transactions;

FV Level 3 of an amount of Euro 11,276 thousandluitles the securities listed (with changes) in

the next table of part A.4.5.2 and that concern:

- abond issued by a leading bank for Euro 98 thaljsarrelation to which there is no market,

- units of real estate mutual funds for Euro 5,078utfand on the basis of prices indications
provided by the issuer counterpart. Based on thgaimment tests, the capital loss recorded on
the Fondo Asset Bancari | was charged to the incstaement. The fund called “Leopardi”
was acquired with the restructuring of the cretiitroed from the company AEDES, as well as
the special related actions.

- shares of Euro 6.100 thousand, of which Istitutenttale Banche Popolari of Euro 613
thousand, Arca sgr of Euro 1,810 thousand, valuembrding to the shareholders' equity
expressed in their financial statements as at 3dember 2013, Ubi Leasing of Euro 2,033
thousand (based on the shareholders' equity a8 &eptember 2014, with impairment to the
income statement), special AEDES shares of Euro th60sand, CA.RI.FE. of Euro 1,491
thousand.

For CA.RILFE., owing to the persistent uncertaimgfated to the future of the Group, the

restructuring process in progress and the absehepdated management data, assuming that

during the extraordinary management there couldehaeen a gradual impoverishment, the
valuation was carried out with the recognition loé tvalue of the implicit goodwill, determined
with reference to the sale of some branches. Ivéthgation, the Bank was assisted by an external
specialised company.

Based on the criteria contained in the fair valoécyg approved by the Board of Directors, the

following were transferred from level 2 to level 3:

- the units of real estate mutual funds since theychrsed-end funds whose fair value corresponds

to the related NAV published more than once a nonth

- the shares of Istituto Centrale Banche Popolarwfboich prices listed on active markets do not

exist, as of the valuation date, and that are mredsbased on the value corresponding to the
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portion of shareholders' equity held emerging fitbmlast set of approved financial statements of

the company.

For the same reasons, the shares of Arca sgr, neelaatucost at the end of 2013, were classified in
level 3 and carried at shareholders' equity ofcthrapany as at 31 December 2013, with allocation
to shareholders' equity of Euro 1,522 thousandssyod the tax effect.

A.4.5.2 Annual changes of financial assets measurad fair
value on a recurring basis (level 3

Financial

Available-for-

Financial asset; . . Hedging Tangible | Intangible
held for trading fa;sets el Sl s derivatives assets assets
air value assets

1. Opening balance 2 - 6,99( .
2. Increases 385 - 8,127 .
2.1 Purchases 384 - 1,839 -
2.2 Gains recognised in: - - 1,522 -
2.2.1 Income statement - - - -

- of which Capital gains - - - -
2.2.2 Shareholders' equity - - 1,522 .
2.3 Transfers from other levels - - 4,732 .
2.4 Other increases 1 - 29 .
3. Decreases 385 - 3,836 .
3.1 Sales 385 - - -
3.2 Redemptions - - 500 -
3.3 Losses recognised in: - - 3,336 -
3.3.1 Income statement - - 3,134 -

- of which capital losses - - - .
3.3.2 Shareholders' equity - - 202 .
3.4 Transfers to other levels - - - .
3.5 Other decreases - - - .
4. Closing balance 2 - 11,276 -
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Breakdown of financial assets measured at fair vakion a recurring basis (Level 3) — AFS portfolio

Bonds Shares Mutual funds
CENTROSIM POPSILARE uUBlI ARER I.C.B.P.I. ilseDcI?j e e ) FSEET FSEET
; CARILFE.| S.G.R. . | -real estat§ BANCARI | BANCARI | BANCARI | Total
- subordinateq VICENZA - | LEASING SpA(1) 2) companies o 3) 1(2) IV (2) vV
bond (2) 3)

1. Opening balance 471 - 2,133 4,386 - - - - - - -| 6,990
2. Increases 29 103 - - 1,810 673 160 679 1,168 2,500 1,000| 8,122
2.1 Purchases - - - - - - 160 679 - - 1,000| 1,839
2.2 Gains recognised in: - - - - 1,522 - - - - - -| 1,522
2.2.1 Income statement - - - - - - - - - - - -
- of which Capital gains - - - - - - - - - - - -

2.2.2 Shareholders' equity - - - - 1,522 - - - - - -| 1,522
2.3 Transfers from other leve - 103 - - 288 673 - - 1,168 2,500 -| 4,732
2.4 Other increases 29 - - - - - - - - - - 29
3. Decreases 500 5 107 2,895 - 60 - - 132 137 -| 3,836
3.1 Sales - - - - - - - - - - - -
3.2 Redemptions 500 - - - - - - - - - - 500
3.3 Losses recognised in: - 5 107 2,895 - 60 - - 132 137 -l 3,336
3.3.1 Income statement - - 107 2,895 - - - - 132 - -1 3,134
- of which Capital losses - - - - - - - - - - - -

3.3.2 Shareholders' equity - 5 - - - 60 - - - 137 - 202
3.4 Transfers to other levels - - - - - - - - - - - -
3.5 Other decreases - - - - - - - - - - - -
4. Closing balance - 98 2,026 1,491 1,810 613 160 679 1,036 2,363 1,000| 11,276

(1) security transferred from the classificatiortast level 3 during the adoption of the valuataticy of securities
(2) securities transferred from level 2 to levelBing the adoption of the valuation policy of seties
(3) securities obtained during the conversion eflirclaimed from the customer company "AEDES"
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The previous table shows the change during theigesacurities with level 3 fair value.

The change in “financial assets held for tradirgghot significant and therefore presents an almost
nil balance.

Other increases include profits recorded in themme statement deriving from the repayment of a
bond. Transfers from other FV levels concern tlamdfer from level 2 of quotas in real estate
funds, of the Istituto Centrale Banche Popolariretiand of a bond issued by Banca Popolare di
Vicenza, in accordance with the criteria of themdd F.V. policy, and, for the same reasons, of
the Arca S.g.R. shares no longer valued at cost.

The amounts booked to the income statement arduiéible to CA.RI.LFE. of Euro 2,895
thousand, Ubi Leasing of Euro 107 thousand anthédUCIT fund Asset Bancari | totalling Euro
159 thousand, of which 27 thousand already to negetserve as at 31 December 2013.

A.4.5.3 Annual changes of financial liabilities gair 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 value or 31/12/2014 31/12/2013

measured at fair value on a non-recurring basis BV L1l L2 L3 BV L1l L2 L3
1. Held-to-maturity financial assets -l - - - - - - -
2. Loans and receivables with banks 108,266 -| 108,266 114,234 - 114,234
3. Loans and receivables with customers 2,960,578 3,140,820 2,982,170 - - | 3,136,391
4. Investment property -l - - - -l - - -
5. Non-current assets held for sale and dispasaipg - - - - -
Total 3,068,844 3,249,086 3,096,404 - | 3,250,625
1. Due to banks 652,260 652,260 585,598 - 585,598
2. Due to customers 2,033,695 2,033,695 1,947,122 -1 1,947,122
3. Securities issued 1,221,047 1,221,047 1,237,452 - | 1,237,452
4. Liabilities associated with assets held foe sahd
discontinued operations - - - - -
Total 3,907,002 3,907,002 3,770,172 - 13,770,172

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

This section is not drawn up since there were astictions of this type.
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