Part E

Information on risks and related hedging policies

Foreword

The Bank carries out its activities on a sound pndient basis and with a contained propensitysq ri
this in relation to:

» the need for stability associated with the perfaragaof banking activities;
» the profile of its investors.

The overall propensity to risk is measured in sunynfiarm by identifying, as part of the Bank’s equit
("own funds"), a capital component not intendedtfar taking of risks (unexpected losses), but ¢egn
to pursue the following purposes:

* the business as a going-concern over the mid/leng;t gradually strengthening equity and
maintaining conditions of operational flexibilitgd-called "strategic capital reserve”);

e equity coverage of the impacts deriving from theuwrence of stress (so-called "stress capital
coverage”).

The Bank’s internal control system ensures the emgintation of the corporate strategies and policies
and is made up of a series of rules, proceduresoggahisational structures that aim to observe the
standards of sound and prudent management.

The Corporate Bodies have the prime responsilolitgnsuring, according to specific responsibilities
the completeness, adequacy, functionality andb#ityaof the internal control system.

The Bank has adopted a traditional type of govezeanodel that envisages the presence of a Board of
Directors, a Board of Statutory Auditors and Gehktanagement.

The Board of Directors is responsible for the siyat supervision function and for managing the Bank
accompanied also by the General Management, whtrea®ntrol functions are assigned to the Board
of Statutory Auditors.

The Board of Directors defines the business mogeafproving the strategic business plan and the
annual budgets, with the awareness of the riskstiiemodel exposes the Bank to and comprehension
of the methods by means of which the risks arertedaand assessed. The Board of Directors defines
and approves the strategic guidelines and see$eio periodic review, establishes the tolerance
threshold and the risk controlling policies andwas that the Bank’s structure is consistent whin t
activities carried on and the business model adopte

The risk controlling policies are formalised in sifie regulations/policies that are promptly sulbeut

for the approval of the Board of Directors.

The adoption of new products and services, theclawh new activities, introduction into new markets
and, in general, the most significant operatioesadways approved by the Board of Directors.

The Board of Directors periodically assesses whethe capital ratios of the bank are compatibléhwit
the regulatory levels and with the matters definedhe capital plan and that the exposure to the
liquidity risk is compatible with the tolerance ¢isholds specifically defined. The Board of Direstor
also ensures that the strategic plan, the budgetrenresults of the ICAAP process are consistdag
considering the development of the internal anéred conditions in which the Bank operates.

General Management, availing itself of the suppbthe Strategic Committee made up of all the senio
members of the Bank, is fully aware of all the bess risks, sees to the implementation of theegfiat
guidelines and the risk controlling policies defingy the Board of Directors. In particular, it poses
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operating limits for the taking of the various tgp&f risk, considering the stress tests carriedoguhe

appointed units, in accordance with the matterssaged by the Bank’s internal policies.

General Management, with a view to facilitating theelopment and the divulgation at all levels of a

culture of risk control, plans the training prograes for the Bank’s personnel on the basis of the

proposals made by the Market Division and the Garfdifairs, Organisation and HR Division.

The Board of Statutory Auditors carries out pemodhecks so as to ascertain the completeness,

adequacy, functionality and reliability of the imal control system.

When carrying out its tasks, the Board of Statutduglitors uses suitable information flows provided

by other Corporate Bodies and the corporate cofitradtions. The regular attendance of the Board of

Statutory Auditors during Board meetings, which laeéd weekly, represents a guarantee with regard to

prompt information to the Control Body with regaodmanagement events.

The Bank’s internal control system is divided upithree different levels of control:

* line controls: aimed at ensuring proper executiéntransactions. They are carried out by the
production structures themselves or incorporatatienprocedures and the IT systems, or carried out
as part of back office activities.

For the purpose of spreading within the entirecstnme deep-rooted awareness of the controls to be
implemented within each business process, the Baslendowed itself with a “line control manual”.
Furthermore, with the aid of the T.U.N.E. applioat{Testo Unico della Normativa Elettronica), the
mapping of all the significant processes is madelalvle on-line to the head office operators arel th
other operators. The T.U.N.E. has the purpose ombiising the conduct of the operators
facilitating the integration of the controls. Upeésitto the internal and external regulations are als
immediately communicated to all relevant corpofatestions using the dedicated electronic portal.

» Controls on risks and on compliance (the “seconéileontrols”), aimed at ensuring, among other
things:

o The correct implementation of the risk managemeotgss;
o the compliance with the operating limits assigreddrious functions;
o the compliance of business operations to regulatimcluding self-regulation.

The second level controls are delegated by thengsgtonal rules to the Risk Management, Planning
& Control Service, the Compliance Service and timi-fnoney Laundering Service.

» Internal audit (known as “third-level controls”)inged at identifying violations of procedures and
regulations as well as evaluating on a regularsb#s completeness, adequacy, functions and
reliability of the internal control system and dfetIT system. This activity is carried out by the
Internal Audit Service.

The company's control functions seeing to the sgcamd third level controls have the authority,
resources and expertise necessary for the perfaeratiheir tasks.

The company organisation chart envisages - in camge with the Prudential Supervisory regulations -
the hierarchical and functional relationship of toenpany's control functions with regard to the iBloa
of Directors.

The control functions have access to all the a@wicarried out by the Bank, both at the centifates
and at the peripheral structures, as well as dioynmation relevant for the performance of theik&as

Pursuant to Italian Law No. 231/01, a specific Suigery Body of a formal nature is present, made up
of seven members, including one member of the Bo&tstatutory Auditors, the heads of the control
functions and a Bank official who also carries thé role of secretary; the Chairman of the Superyis
Body is an outside professional of proven expegenc
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The Supervisory Body has the task of assessingdirect functioning of the organisational safegsard
adopted by the Bank so as to avoid involvementvants that could be subject to sanction pursuant to
and for the purposes of Italian Law No. 231 dat@éd12 As established by the Organisational Model, it
periodically reports to the Bank’s Board of Direasto

During 2014, the activities of the Supervisory Bddgused on the one hand on the checking and up-
dating of the Organisational Model the Bank hasosretl itself with in accordance with the
aforementioned Law 231 and with the most recenileggry innovations introduced, as well as the new
guidelines issued by Confindustria, and on the rotf@nd on the verification of the existence of the
necessary organisational and/or control safeguards.

In the first half of 2014, the internal project &dat implementing the new regulatory provisions
introduced by the Bank of Italy by means of thehligpdate of Circular No. 263/2006 regarding Interna
Controls was completed. As part of the project,Baek has further defined and updated the methbds o
management, measurement and mitigation of maimbéssirisks. The Board of Directors also approved
the document called "Risk Appetite Framework Pdlityat defined the policies, controls and functiona
processes for setting the risk objectives. The Baak therefore defined through the use of qualéati
and quantitative parameters and in line with thategic plan and with the results of the interregdital
adequacy assessment process, its risk appetite.

Compliance department

The risk of non-compliance is overseen by the Caanpk Service. The activities of the compliance
department include the monitoring of new regulai¢also with the support of specialist functiori
assessment of impacts, the proposal of organisgdtiand procedural changes aimed at ensuring
adequate monitoring of identified non-compliancksi as well as the checking of the efficacy of the
organisational adaptations carried out by the dpeyainits (structures, processes, proceduresdnuiu
operational and commercial) suggested for the pitewe of the non-compliance risk. In detail, the
Compliance Service works together with the othemtiad areas (Internal Audit, Risk Management,
Anti-money Laundering) for the purpose of develgpits risk management methods in a consistent
manner with strategies and business operationskstvéhether situations involving conflicts of irdet,

or the possible occurrence of such conflict, caelbeinated, reduced or managed, and submits tive ne
cases for the attention of General Management, mgadaggestions for their overcoming or solution.
The regulatory areas monitored directly by the Cloanpe Service are attributable to the regulatioms
the provision of investments services, the regometion market abuse, the regulations regarding
remuneration and incentive policies and practiagesbanks and banking groups, the regulations
safeguarding customers (Banking Transparency asSeetion VI of the CBA) and consumers
(Consumer Code as per It. Decree Law No. 206/0®)reégulations regarding conflicts of interest and
codes of conduct.

The Compliance Department sees to consulting asidtasce vis-a-vis the Bank’s Corporate Bodies
with regard to all the matters in which the risk mén-compliance is relevant. Furthermore, the
department collaborates in staff training actigt@n the provisions applicable to the activitiegied

out, for the purpose of spreading a corporate wmltstilled with principles of honesty, correctaesd
respect of the spirit and letter of the law.

During 2014, the Compliance Service defined a sydteg monitoring the relevant regulations (known
as “Compliance Framework”) based on the charatiesif the Bank (i.e. size, operations and
complexity). The "Compliance Framework™ allows thempliance Department of the Bank to monitor,
according to a risk-based approach, the manageaiembn-compliance risk with regard to business
activities, verifying the adequacy of internal pedares.
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Anti-money Laundering Function

The Anti Money Laundering Service is hierarchicalyd functionally autonomous, compared to each
operating structure of the Bank and acts autonoiyparl independently, reporting the results of the
activity carried on to the Corporate bodies witleghvity and impartiality.

The Anti-money Laundering Service has the taskaoitiaually checking that the company procedures
are consistent with the aim of preventing and @sting money laundering and the financing of
terrorism.

The operations of the Service pursue the twofoketire:

o implementing the fulfilments with regard to repodi of suspect transactions, carrying out
checks with regard to the observance, by the saésork, of the provisions regarding anti-
money laundering, notifying to the Ministry of tli&onomy and Finance any violations of the
regulations on the use of cash and bearer sesuasiavell as responding to the requests of the
Authorities;

o providing advisory support to the organisationaudures further to the issuance of new
provisions regarding anti-money laundering havingnapact on the Bank.

The guidelines adopted by the Bank with regard mii-rmaoney laundering consider the
provisions issued by the Bank of Italy with “Measwaf 3 April 2013 relating to customer due diligenc
and keeping of the Centralised Computer Archived &ircular No. 263 of 27 December 2006 “New
prudential supervisory provisions for banks - 1&pldate of 2 July 2013”. The “Anti-money laundering
Policy”, approved by the Board of Directors, bringgether the guiding principles relating to the
strategic stances and the government policies,otiganisational and control safeguards for risk,
appropriate checks, obligations to abstain and@cibllaboration vis-a-vis the Supervisory Authest

The Anti Money Laundering Service adopts, as amrungent for internal regulation of the
specialist function, its own Regulations approvgdhe Board of Directors; internal regulations tise
by all personnel is instead summarised in the fofra Manual, with the aim to collect together the
operational principles and rules adopted by thekBan the prevention of money laundering and
terrorist financing risks.

The Anti-money Laundering Service, aided by then@liance Service, takes steps to identify
the external regulations applicable and, in colfabon with the competent Corporate Functions,
assesses their impact on the process and theahfmocedures. As for the previous financial ydiae,
activity carried on with the collaboration of thetsourcer Cedacri is of particular significancehwit
regard to the project for completing the procedwsydtems associated with the application of the
regulations introduced by means of the Measurd@fBank of Italy of April 2013, effective as from
2014, and the staff training activities on the ®ratvia both internal and external courses.

Risk Management Department

The purpose of the risk control department is tplement the risk control policies, through an adegu
risk management process; this Department is agsigméhe Risk Management, Planning and Control
Service. The structure of the Service and its mositg within the organisational model of the Bank
provide integrated management of the various tiskshich the intermediary is exposed.

The Bank’s Organisational Structure and the reguriatof the Service regulate the following tasks:
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. supervising and coordinating the process of idg@ntf the risks to which the Bank is or may be
exposed,;

. seeing to the measurement/valuation of the indalidRillar | and Il risks, both in situations of
normal course of business and in situations otstod the other risks difficult to quantify, seeing
to the development of the related instruments aethads and producing the related reports;

. periodically checking the overall exposure of trenBto the different types of risk;

. seeing to the calculation of the current and fasecapital requirements of the Bank for ICAAP
purposes;

. proposing the quantity and quality parameters reguior defining the RAF (tolerance thresholds
and operational limits), consistent with the methaded within the ICAAP process;

. seeing to the drafting of the "Disclosure to thaeagal public” (Pillar 111);

. collaborating to the definition of policies for theanagement and regulation of individual types of
risk.

The area of operations of the Risk Management Dayeaut include the following types of risk:

» credit risk;

* market risk (relating to both the trading book @mel bank book);
* interest rate risk on the banking book;
* liquidity risk;

» risk of excessive leverage;

* operational risk;

e counterparty risk;

e concentration risk;

* securitisation risk;

* reputational risk;

» strategic risk;

* residual risk.

As part of the periodic review activities on thgkrmonitoring perimeter the bank is subject to, Rk
Management, Planning and Control Service also tategs to monitor other risk aspects which are not
subject to specific measurements (both qualitaive quantitative).

Examples of these risks are the model risk, thenwguisk, the transfer risk, the risks linked teet
macroeconomic environment, etc.

The activity of the Department aims at identifyiragsessing, monitoring, preventing or mitigating al
the risks taken or that can be taken in the varmsiness segments, seizing - within an integriatgid
- the interrelationships, reporting the recordth®Corporate Bodies.

The Risk Management Department checks the adeauatgfficacy of the measures adopted to remedy
the shortfalls noted in the risk management proc€ke opinion on the adequacy of the measures
adopted is formalised within the ICAAP report.
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Finally, the Risk Management, Planning and CorfB@lvice constantly monitors the risk profile taken
by the Bank compared to the risk appetite defimethe RAF, reporting to the Corporate Bodies.

Internal Audit Department

The Internal Audit Department checks the suitapiihd the efficiency of the organisational struesur
and the Internal Control System, the regularitythe corporate operations and the observance of the
policies adopted with regard to risk taking; itcalshecks the efficiency and the effectiveness ef th
second level controls assigned to the other cotpa@ntrol functions and, in particular, those aina¢
ensuring the containment of the business risksinvithe level deemed acceptable by the Bank. The
department also takes steps to ascertain the rérobwaomalies reported in the operating processes
and in the functioning of the controls by meangadibw up activities, and to carry out checks oe th
overall functioning of the Internal control system.

The Internal Audit Department carries out checls® alith regard to specific irregularities, as per i
own initiative or upon the request of the Boardafectors, the Board of Statutory Auditors or Geher
Management. In conclusion, the tasks of the umiuohe the checking of the observance in the various
operating sectors of the limits envisaged by thih@isation mechanisms, with particular refererce t
the Loans and Financial Sectors, as well as tHeafhd correct use of the information availablehe t
various activities.

Section 1 - Credit risk
Qualitative information

1. General aspects

The business model adopted from day one by the Baeksentially based on loan brokerage activities
and is aimed at supporting families and the marnufaxgy sphere in the various areas of competence,
according to the management guidelines outlinethbyBoard of Directors and in compliance with the

statutory provisions.

The activity of credit disbursement mainly addresge retail, small business and small/medium-sized
company segments, in that they are entities wraduire a reference contact, capable of understgndin
and satisfying the needs; lending activities aldtress the corporate segment to a lesser extent.

The Board of Directors outlines the lending pokcaserseeing the quality of the loans both durirg t
first loan proposal resolution and in the subsetiueanagement of the relation, taking into due
consideration the Bank’s economic/equity amountkthe related economic scenario.

The policies in the last few years have seen tHdtisgp of the loans and the loans portfolio
diversification as the strategic approach in otdanitigate the impact of the current economicatitan

on the overall credit risk of the Bank.

The loan policies established by the Board of Doexhave contributed towards the adoption, by the
appointed structures, of greater precision bothinduthe opening of the relation and in its subsetjue
management.

In the starting stage of the relation, particukéer@ion must be paid to the quality of the entegaurial
projects underlying the financial intervention reqd of the Bank, in particular, the income-earning
prospects of the business as well as the conseghgity to repay are evaluated.
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The management and monitoring of the loan alreadudsed is aimed at timely restructuring the
relation in accordance with the changes in the econ and financial situation of the counterparaesl
identifying any potential irregular trend. This nitoning is useful for preventing the effects of the
deterioration in creditworthiness as well as farpptly intervening with corrective actions in renmay
anomalies (i.e. reiteration of overruns, increase unpaid instalments, acceptance of portfolio
presentations on names already in default). Theagement of the credit facilities granted is based o
the principles of utmost prudence and therefore sigyp of performance not in line with correct
operations is regularly analysed in order to immahthe necessary actions.

Commercial policy is pursued through the branchvogt both in the geographical areas in which the
Bank has a traditional presence, the objectivesgottie constant consolidation of its position, anids
new markets, in order to acquire new market shares to facilitate the growth of loan brokerage
activities.

2. Credit risk management policies

2.1 Organisational aspects

The factors that give rise to credit risk are miato the possibility of an unexpected change & th
creditworthiness of a counterpart to which therexposure generating a corresponding unexpected
change in the current value of the relevant logroeure.

Therefore, the credit risk is not only the poséipibf insolvency of the counterpart, but also there
worsening of its creditworthiness.

The taking and management of the credit risk wagileded by means of the formalisation of the
underlying process, detailing the role of the coap® bodies, the operations of all the parties liraah
defining the first level controls and specifyingttole of the control functions.

The “Market Division” central management is at tiead of the organisational structure that oversees
the performance of the process. In particular,“Market Division” co-ordinates the operations okth
Loan Sector and helps the General Management tisfghe implementation of the loan policies issued
by the Board of Directors.

The "Performance Monitoring” Service, hierarchigalorking for the Market Division, is entrusted
with the monitoring of performing and past due kam coordination with the area network. This
activity is aimed at encouraging an anticipatorynagement of the credit risk and implementing the
management strategies for improving the Bank’sitrpdlity.

The company functions involved in the credit precase as follows:

* The Loans Committee, whose mission involves guidng optimising the Bank’s loan policy,
as part of the strategies established by the Bofatdrectors;

* the Market Division that, with the aid of the Ségic Planning Sector, sees to checking the
sustainability of the lending policies adopted, mgkproposals to the General Management
relating to:

o the instruments and types of counterpart to whaehldan is destined for the purpose of
generating profitable and fractioned loans;

o the technical forms to be preferred defining theximam limits in terms of amount and
maturity;

o the business sectors and geographic areas to feerpdewith a view to diversification of
the risk.

» the Loans Sector that manages and checks the prdoegaking the risks related to the
disbursement of credit, proposes the credit managemolicies and plans the consequent
activities, supporting the branch network both dgrihe first origination and as part of the
review of credit facilities granted;
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» the Performance Monitoring Service that deals wh#hmonitoring of performing positions with
anomalies and past due loans;

» the Pre-dispute Service that manages the loanofiorttlassified as substandard and the
restructured loans of the Bank;

» the Legal and Dispute Service sees to the lega@caspf the cases classified as non-performing,
with the aim of optimising the debt recovery phats by means of the use of outside legal
professional and collaborators;

» the Risk Management, Planning & Control Service clwhis entrusted with the credit risk
monitoring and control process in compliance with tnatters envisaged by Circular 263/2006
“New prudent supervisory rules for banks”;

* The Internal Audit Service that assesses the fonality and reliability of the entire internal
control system and checks, amongst other aspéetslending is carried out in accordance with
the rules.

As part of the adopted risk management and takimgal supervision is in the Branch, both via
constant and continual dialogue with the custonagrd availing itself of information sources of an
internal and external nature, with the help alstheflT procedures.

During the loan approval and review, the Bank asedythe financial requirements of the customer and
the documents required for making an adequate smses of the borrower's creditworthiness.
Therefore, the decision to grant credit is baseth ba the analysis of the complete set of infororati
relating to the economic subject and on the dilewiwledge of customers and of the economic
environment in which it operates. All the appropedcess activities concerning the operational @mece
which lead to the disbursement and periodic revidwhe position, are developed with the aim of
disbursing a fair loan at individual name (and/ooup) level, envisaging the most suitable technical
forms of the credit facility and proper compensatior the risk assumed.

The Board of Directors defined, as part of the ‘hd&egulations”, the autonomous decision-taking
systems of each body delegated to grant credit.obiservance of the powers authorised by the Board
of Directors is guaranteed by the automated chpoikgided in the data processing system with which
the loan approval process is managed.

2.2 Management, measurement and control systems

The credit risk management, measurement and caystéms develop within an organisational context

that involves the entire credit process cycle, fritva initial approval process to the periodic rewie

stage, and up to the revocation and recovery stage.

The Bank also carries out quantitative and qualgaanalysis for the purposes of the measuremeaht an

periodic control of the Credit Risk for operatioqmairposes. In particular, the quantitative assestsne

use different instruments that provide informaticom an economic, financial and equity standpoint o

the customer:

* Financial statements and tax returns: assessmdntheo equity and financial balances,

determination of the degree of indebtedness, datatiron of the net financial positions,
analysis of the economic indicators;

* Relation with the Bank: analysis of the currentaast transactions, the average use of the credit
facilities agreed, checking of the regularity ipagment of loans;

* Relations with other Banks: analysis of the Cr&diference Agency.
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At any given time, the Bank is aware of its expestor each customer, since the information system
adopted makes it possible for each counterparttqmes or group of associated customers) to use
updated information and data each day.

Generally speaking, when providing credit, in additto observance of the legal and supervisory
provisions envisaged for financial brokers, the IBeesolves to achieve the following:
» the best knowledge of the contractual counterpfantsthe purpose of assessing the related
current and future credit capacity;

» the use of the most appropriate technical form wethard to the loan requirement to be satisfied,
taking into account the guarantees and the duration

» the diversification of the credit risk, limiting éhconcentration of the exposures on groups of
associated customers/groups of businesses or owidmal sectors/branches of business
activities;

* asuitable economic return from the relation coragdo the risk taken;

» the control of the performance of the individuakpions carried out by means of the periodic
review of the cases and systematic monitoring aiets;

* the best management of impaired loans.

With regard to the determination of the capitaluiegment in the presence of credit risk (Firstap)ll
the Bank uses the standardised method envisagetthebysupervision Provisions, in line with the
proportionality criteria. The related informatiansubject to quarterly reporting to the Bank olfylta

The Bank uses the procedure known as C.C.M. (Ci@djpital Management), in support for the
calculation of the prudent requirements (FirstaP)|las part of the supervisory review processdSac
Pillar) and for the drafting of reports for pubdlisclosure (Third Pillar).

The Bank, for merely internal management and omeralt purposes, adopted the rating model provided
by the outsourcer Cedacri (CRS Credit Rating Sykternich is used in monitoring the credit qualify o
exposures previously granted. The adopted modéajrass probability of default for each customer,
through an internal statistical scoring systemedamn the analysis of internal and external indicatin
particular, the credit relation is analysed onlihsis of the following information:

» performance of the relation with the Bank,
» performance of the customer with the system (Ce@iredit Register),
» economic and financial performance of the custofffim@ncial statements)

* customer's business segment (Private consumerd] Bosnesses, SMEs, Large Corporate,
Small Business, PMI, Large Corporate - Financia Bstitutional).

Based on the estimated probability of default, epottion is assigned the corresponding rating; the
rating scale used was defined by the IT outsourei, the help of Prometeia, based on the anabyfsis
the decline rates released by the Bank of Italyefixh micro sector.

During 2014, the Bank continued to study and amathe rating models developed by the outsourcer.
The analysis carried out showed that the new mquei®rm better than the previous ones with regard
to the prompt identification of signs of deteridoat in credit quality, thanks also to a better
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segmentation of customer portfolio and a more cé&saflection of the indicators used for estimatimg
probability of default.

As part of the credit trend monitoring, the Funeidnvolved in the process are supported by spgecifi
operational procedures provided by the OutsouresiaCri.

In particular, the S.E.A.C. (Sistema Esperto Amalifiente) procedure, through the observation of
particular indicators of anomaly and incorrect @pien, assesses the customer by means of a nuimerica
score. S.E.A.C. uses an expert system that allowsdrpret the indicators and their correlationd &
identify the risk positions.

The Bank also used the “Quality Credit Managememplication, which replaced the previous ICC
instrument (Iter Controllo Crediti, Credit Contf@tocess).

The “Quality Credit Management” application suppoatiie departments in charge of identifying the
counterparts to be subjected to monitoring and giagahe already anomalous positions. In partigular
it makes it possible to divide the customers up mionitoring sub-portfolios according to the Bank’s
strategic guidelines; for each customer “clusteentified, it is possible to associate differemdmg
strategies, with a customisation of the process@han terms of players and actions to be undantake
providing an integrated view of current operatiansl the historical analysis of the relations.

The key elements of the procedure are: the defmitif the status of the credit, the assignmenhef t
risk class for the performing positions, the déifom of the management process for each position
classified as “anomalous” by the application areldperating roles involved in the process.

2.3 Credit risk mitigation techniques

The main levers for the mitigation of the credgkriare represented by the system of guarantees that
assist the loan exposures, a contained degreenckntration with respect to the borrowers, as asll
by a suitable level of diversification of the lolay credit type and commodities sector.

In particular, with reference to concentration rigkthin the sphere of the “lending policies”, tBank

has established a series of limits relating tocitvecentration of the loan exposures vis-a-vis il
counterparts or groups of associated counterpandsvis-a-vis counterparts belonging to the same
business sector. These limits are constantly madtdy the Risk Management, Planning & Control
Service.

The method for managing the guarantees is intafjrisethe information system, from which it is
possible to infer the main information relatedhem.

With a view to ensuring the observance of the $pe@quirements envisaged by the new Supervisory
provisions, Cedacri’'s C.R.M. (Credit Risk Mitigatipsystem has been used for some time, providing
the instruments for the management of the proceasdsthe data relating to the classification and
assessment of the instruments guaranteeing thé&,aredompliance with the Bank’s management and
strategic objectives, according to the rules predidy prudential supervision.

The Bank, in order to mitigate credit risk, uselaterals and personal guarantees.

In particular, the main types of collaterals usezlraal estate mortgage liens and financial cotidde

The Bank uses an ad hoc procedure, known as “€alat provided by the outsourcer Cedacri, so as to
efficiently oversee the entire process for the &stjon, assessment, checking and realisation ef th
mortgage liens, identifying all the inherent inf@aton and the link between the assets provide as
collateral and those entitled to the asset. Thequore also permits the periodic updating of the
“current” value of said guarantee and the contfahe consistency of the value of the guaranteé wit
respect to the risk resolved. The relationship betwthe loan and the value of the asset provided as
collateral is subject to constant monitoring foe tppropriate precautionary measures in the event o
possible decline in the real estate property market
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The organisational processes and the policies eppb the supervision of the pledge on financial
instruments protect the loans from fluctuationthim prices of the stock market.

Personal guarantees consist for the most partriorpgance bonds granted by both natural persons and
companies. Note also the use of guarantees givepdxialised bodies (e.g.: Confidi) and by Finadncia
institutions (e.g.: government guarantee via Medidito Centrale pursuant to Italian law 662/1996).

To date, the Group has not used credit derivatigelsedge or transfer the risk against the portfolio
loans.

2.4 Impaired financial assets

With regard to the classification of the loans, Bank applies criteria compliant with the interoatal
accounting standards and the Supervisory Instmgtio

With regard to the classification of impaired expes, the Bank makes reference to the legislation
issued by the Bank of Italy, supplemented by theriral regulations that fix criteria and rules foe
classification of the loans as part of the variosik categories and in greater detail:

- Non-performing loans: loans to insolvent parties (even if not legally ldesd so) or in similar
situations;

- Substandard loans: these are loans to parties experiencing tempdirzamcial hardship that are
expected to be overcome within a reasonable pefitiche;

- Restructured loans: this category comprises loans whose original remtial terms have
changed giving rise to a loss for the bank dueeteribration of the original economic-financial
conditions of the debtor;

- Past Due and/or overdue loans or rather those loans - other than those indicateahon-
performing, substandard or restructured - whichsg@mé past due or overdue loans on an on-
going basis by more than 90 days, in complianck tié matters envisaged by the Supervisory
instructions relating to the pertinent loan book.

The information relating to the impaired exposugesupplemented in the information system with the
aid of specific instruments that support the mansage thereof and indicate the related status.

On the basis of the specific anomaly indices regabldoth with the IT procedures and on the basis of
internal assessments, the Trend Monitoring anddB@ite Service govern the classification process f
the loan positions and the process of the variabiothe related status within the limits of autoryom
established by the Board of Directors and Geneatdgement.

The Performance Monitoring Service sees to theopmihg and past due loans. As part of performing
loans, for operational purposes the Bank has dgfinsub-class of loans known as “Under Control”, in
which the exposures showing a not fully regulandref the loan relation are classified.

The Pre-dispute Service has the task of managiegptsitions classified as substandard, objective
substandard and restructured, furthering the tivea aimed at protecting the Bank’s claims.

The non-performing loans are managed by the LeghiDispute Service that assesses the actions to be
undertaken for maximising the recovery of the dredcting also with regard to guarantors and
enforcing the payment of possible guarantees.
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Quantitative information
A. Credit quality

A.1 Impaired and performing loans: amounts, impaient losses, trend, business and geographical

distribution

A.1.1 Distribution of exposures by portfolio andextit quality (carrying amounts)

Portfolio/Quality

Non-
performing
loans

Substand
ard loans

Restructure
d
exposures

Past due
EXposures
impaired

Past due
EXposures
not impaired

Other
assets

Total

1. Financial assets held for|
trading

2. Available-for-sale
financial assets

3. Held-to-maturity financia
assets

4. Loans and receivables w
banks

5. Loans and receivables w|
customers

6. Financial assets measuré
at fair value

7. Discontinues operations
8. Hedging derivatives

179
1,042,54
108,26

2,448,19

179

1,042,541

108,26

oY

2,960,57}

Total 31/12/2014

162,122

175,646

17,724

27,944

128,951

3,599,174

4,111,563

Total 31/12/2013

167,764

162,266

16,870

56,627

161,510

3,514,743

4,079,780
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A.1.2 - Distribution of exposures by portfolio aratedit quality (gross and net values)
I mpair ed assets Performing

. . ivi Total (net
Portfolio/Quality Gross |ndividual e Gross | Collective |  Net expoafre)

impair men . .
exposure i exposure | exposure | impairment | exposure

1. Financial assets held for 179 174
trading

2. Available-for-sale 1 1 1 1,04254 1 104254 1,042,541
financial assets

3. Held-to-maturity financia
assets

4. Loans and receivables w | | | 108,261 | 108,261 108,266
banks

5. Loans and receivables w|
customers

6. Financial assets measureé
at fair value

553,12] 169,684 383,43¢ 2,595,10 17,96 2,577,14 2,960,57f

7. Discontinues operations
8. Hedging derivatives - - - - - - -
Total 31/12/2014 553,122 169,686 383,436 3,745,911 17,963 3,728,127 4,111,563
Total 31/12/2013 514,989 111,462 403,527 3,691,976 15918 3,676,253 4,079,780

The breakdown between exposure subject to renéigotias part of collective agreements and other
exposures is provided below, for the performingafise to customers” portfolio, along with, again for
the same loans, the analysis of the ageing ofrtieuats past due.

There are no renegotiated and/or past due loartedasther portfolios.

Exposur es subject to Other exposures - performing loans Total
P e e renegotiation - perfor ming loans
dueloans Collective Collective
Gross |impairmen Net Gross  |impairmen Net Gross Collective Net

exposure t exposure | exposure t exposure | exposure |impairment | exposure
Not past due 37,347, 228 37,119 2,426,629 15,558( 2,411,071 2,463,976 15,786| 2,448,19(
Upto3
months 823 8 815 103,760 1,764 101,99 104,583 1,772 102,811
From 3 to 6
months 778 6 772 17,216 255 16,961 17,994 261 17,733
From 6
months to 1
year 182 2 180 8,096 135 7,961 8,278 137 8,141
Beyond 1
year - - - 273 7 266 273 7 266
Total
31/12/2014 39,130 244 38,886| 2,555,974 17,719 2,538,255| 2,595,104 17,963 2,577,141
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A.1.3 On and off-balance sheet exposures with bark®ss and net values

Type of exposure/Amounts Clress . Ind|_V|duaI . Col I.ect|ve Net exposure
exposure | impairment | impair ment

A.ON-BALANCE SHEET
EXPOSURES
a) Non-performing loans - - - -
b) Substandard loans - - - -
¢) Restructured loans - - - -
d) Past due loans impaired - - - -
e) Other assets 110,41 - - 110,418
TOTAL A 110,418 - - 110,418
B. OFF-BALANCE SHEET
EXPOSURES
a) Impaired - - - -
b) Other 3,75( - - 3,75(
TOTAL B 3,750 - - 3,750
TOTAL (A+B) 114,168 - - 114,168

“Other assets” are made up of “Loans and receigablth banks” of which as per asset item 60 of Euro

108,266 and bank bonds for a total of Euro 2,182¢hnd included in asset item 40.

A.1.4 On-balance sheet exposures with banks: grogsaired

A.1.5 On-balance sheet exposures with banks: tatgbairment losses

These two tables are not drawn up since thereampaired loans with banks.
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A.1.6 On-balance sheet exposures with customerssgrand net values

Type of exposure/Amounts Clress . Ind|_V|duaI . Col I.ect|ve Net exposure
exposure | impairment | impair ment

A.ON-BALANCE SHEET
EXPOSURES
a) Non-performing loans 292,82 130,708 162,122
b) Substandard loans 211,12 35,474 175,646
¢) Restructured loans 19,404 1,68( 17,724
d) Past due loans impaired 29,771 1,829 27,944
e) Other assets 3,635,49 - 17,961 3,617,530
TOTAL A 4,188,614 169,686 17,962 4,000,966
B. OFF-BALANCE SHEET
EXPOSURES
a) Impaired 18,754 1,994 16,757
b) Other 148,19 - - 148,198
TOTAL B 166,953 1,998 - 164,955

Total on-balance sheet net exposures includes laadsreceivables with customers of Euro 2,961
million and bonds present under assets for saddlitay Euro 1,040 million. Non-performing loans are
shown net of the value of default interests, fullytten down, while during the previous financyaar,
default interests on non-performing loans contebuboth to the forming of gross loans accordintp&
financial statements and impairment losses.

A.1.7 On-balance sheet exposures with customerssgrimpaired

Non-
Causes/Categories performing Sublstandard Rz IEIrEd Past-due loans
loans oans loans
A. Gross opening exposur e 257,598 179,518 19,070 58,801
- of which: exposures transferred | 1 1 |
and not derecognised
B. Increases 69,048 141,004 12,271 74,060
Y 0
B.1 inflows from performing loans 6,603 5743 ) 68,268
B.2 transfers from other categorie 59 81 50,30 6,871 2146
of impaired loans
B.3 other increases 2,634 33,26 5,394 3,644
C. Decr eases 33,821 109,404 11,937 103,088
C.1 outflows to performing loans ] 13,85 ) 40,994
C.2 derecognitions 2,60¢ - 547 -
C.3 collections 23,26 30,43] 5,253 13,371
C.4 gains on sales 49 - - -
C.4bislosses on sales . - - .
C.5 Fransfers to other categories ¢ 1 65,12 5,307 48723
impaired loans
C.6 other decreases 7,89¢ - 834 -
D. Gross closing exposure 292,825 211,120 19,404 29,773
- of which: exposures transferred ) } } )
and not derecognised
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The line “Other increases” includes:

- with regard to non-performing loans, the charf@xpenses, outstanding amounts and other similar
cases on positions recorded in previous years;

- with regard to the other categories, in particdtar substandard loans, also the account transfer
between relations relating to the same name caougdfter the date of inclusion in the categoryg.(e
advance transactions subject to collection).

Derecognitions on non-performing loans of Euro 8,88ousand relate for Euro 1,083 thousand to
positions completely written off as of 31 DecemBéd4, while Euro 1,525 relates to positions not
completely written off as of the same recognitia@bed for restructured loans, this is the derecagmibf

an exposure as a result of conversion into seesrdf the loan to be restructured.

“Other decreases” includes the amount related ¢eivables for default interest on non-performing
loans claimed as at 31 December 2013 by virtud@ichange of approach in reporting data compared
to what was carried out last year, change alreadgtioned at the end of table A.1.6; this amount
corrects the value of “Gross opening exposure”.

A.1.8 On-balance sheet exposures with customertltimpairment losses

Non-
Causes/Categories performing Sublstandard FREIEIrEd Past-due loans
loans oans loans

IA. Opening total impair ment 89,834 17,252 2,200 2175
0Sses
- of which: exposures transferred _ ) ) _
and not derecognised
B. Increases 58,099 29,370 1,343 1,773
B.1 impairment losses 51,791 28,134 1,08] 1,70(
B.1 bis losses on sale - . . -
B._2 tra_nsfers from other categorie 6,147 1.23 254 73
of impaired loans
B.3 other increases 155 - - -
C. Decreases 17,230 11,149 1,863 2,119
Cci1 reversal_s of impairment losse 4.911 5061 571 43"
due to valuation
IC.2 reversals of impairment 1,85¢ 694 34 74
osses due to collection
C.2 bis gains on sale 2 - - -
C.3 derecognitions 2,60¢ - 547 -
C.4 Fransfers to other categories ¢ il 5,394 707 1.60¢
impaired loans
C.5 other decreases 7,84¢ - - -
D. Closing total impair ment losses 130,703 35,474 1,680 1,829
- of which: exposures transferred _ ) ) _
and not derecognised

With regard to the values booked in lines “Derectgn’ and “Other decreases”, refer to what is
already written at the end of table A1.7

A.2 Classification of exposures based on internaldeexternal ratings

A.2.1 Distribution of on and off-balance sheet exqaoes by external rating class
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On the basis of the guidelines envisaged by the&k Béitaly, the table in question has not been draw
up since the amount of the exposures with exterathgs is exclusively referable to Government
securities, in that the Bank has chosen to awlfiof the rating issued by the authorised agenide
just these assets, as per the specific resolufitredoard of Directors.

A.2.2 Distribution of on and off-balance sheet exquoes by internal rating class

The table is not completed in that, to date, thmgamodels provided by the outsourcer are useg onl
for management purposes as a tool for classifyimtiyaaalysing the customers.

A.3 Distribution of secured exposures by type obgantee

A.3.1 Secured credit exposures to banks
The table is not drawn up because there are noeskenposures to banks as at 31 December 2014.
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A.3.2 Secured credit exposures to customers

Per sonal guar antees (2)
Collaterals (1)
Credit derivatives Endor sement credits
VarllLeJte of Other derivatives covern IOtazl
+
exposure Mor(tjgage Financiall Se_cunt cc())lrgte:r CLN |Governme ments g,ttt}ie(r; Banks Oth_er (H+2)
propertie| Y leased | ies | ntsand | Other and | odies parties
s  [Properties central | public Other |central
banks | bodies | Banks| parties| Panks
1. Secured on-balance sheet
credit exposures: 2,123,576 3,311,561 - 51,720 11,873 - - - - - - 306,942 985 1,515,201 5,198,282
1.1 fully secured 1,885,06] 3,296,85 - 43,420 10,842 - - - - - - 120,98 860 1,467,61| 4,940,578
- of which impaired 316,28{ 611,45 4 2,909 6,477 - - - - - - 8,63¢ - 409,92¢ 1,039,398
1.2 partially secured 238,50 14,701 - 8,30( 1,031 - - - - - - 185,95 125 47,58 257,704
- of which impaired 22,07 8,783 4 1,071 48 . - - . . - 10,78 . 12,237 32,919
2. Secured off-balance sheet
credit exposures: 75,919 4,021 - 23000 2,312 - - - - - - 408 510 58,286 88,537
2.1 fully secured 42,391 4,021 4 4,653 333 - - - - - - 394 510 56,591 66,503
- of which impaired 4,766 97 41 2,161 13( - - - - - - . - 5,45¢ 7,844
2.2 partially secured 33,52 - 41 18,347 1,979 - - - - - - 14 - 1,694 22,034
- of which impaired 5,904 - - 987 - - - - - - - . . 1,06( 2,047
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B. Distribution and concentration of credit exposes

B.1 Distribution of on and off-balance sheet credikposures with customers by business segment (bvable)

}

Governments Other public bodies | Financial companies | Insurance companies [Non-financial companies Other parties
Exposur es/Counter part Indivi [Collecti Net Individ|Collecti Net Individ|Collecti Net Individ|Collecti Net Individ|Collecti Net Individ|Collecti
Net dual ve ual ve ual ve ual ve ual ve ual ve
S : 2| ¢ . |exposur| . i ¢ . lexposur| . P . lexposur| . i |l . |exposur |. P . lexposur| . i | ¢ ]
exposur eimpair| impair o |impair |impair o |impair |impair o |impair |impair o impair [impair o |impair | impair
ment | ment ment | ment ment | ment ment | ment ment | ment ment | ment

A. On-balance sheet
eXposur es
A.1 Non-performing
loans - . . . - - 271 909 . - - 4 126,21§ 112,55 - 35,637 17,23 .
A.2 Substandard loans - . . . - - 664 238 . - - 4 151,14( 32,20 - 23,84 3,021 .
A.3 Restructured loans - - - - - 4 5,017 16( . - - 1 12,704 1,52( - - - -
A.4 Past due loans
impaired - . . . - - . . . - - 4 17,50¢ 1,144 10,43 683
A.5 Other exposures |1,040,38 . 4 21,83] - 80 199,30 . 221 . . 411,722,63 4 15,384 633,37 . 2,274
Total A 1,040,389 - 4 21,837 - 80 205254 1,306 221 - - 412,030,207 147,432 15,388 703,280 20,948 2,274
B. Off-balance sheet
eXposur es
B.1 Non-performing
loans - - - - - - - - - - - - 113 196 - 249 58 -
B.2 Substandard loans - - - . - - . . . - - 4 15,151 1,721 - 145 4 -
B.3 Other impaired | | | | | | | | | | | | 614 14 | 487 5 |
assets
B.4 Other exposures - - {1 2,611 - 41 16,30 - - - - 4 118,64 - 4 10,634 - -
Total B - . 4 2,615 - - 16,300 . . E E 4 134527 1,931 - 11,513 67 .
Total (A+B) 31/12/2014 | 1,040,389 - 4 24,452 - 80 221,554 1,306 221 - - 12,164,734 149,363 15,388 714,793 21,015 2,274
Total (A+B) 31/12/2013 978,745 - -] 23,818 - 17 98,149 676 23 - - 12,315,466 95,917 13,700 730,198 15,147 2,178
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B.2 Breakdown of on and off-balance sheet creditpesures with customers by

segment (book value

geogra

phical

Other European
Italy countries America Asia Rest of world
Exposur e/r egion Net et Net _ Tot_al Net | Tot_al Net | Tot_al Net | ToFaI
exposureimpair me €Xposu |impairm exposure impairm exposure impairm exposure'mpa'rme
nt re ent ent ent nt
A. On-balance sheet
EXposur es
A.1 Non-performing loany 162,03 130,691 9@ 9 - - - - - -
A.2 Substandard loans 175,40] 35,441 244 31 - - - - - -
A.3 Restructured loans 17,724 1,68( - - - - - - - -
A.4 Past due loans
impaired 27,944 1,829 - - - - - - - -
A.5 Other exposures 3,560,61] 17,931 55,974 - 933 30 - - 6 -
Total 3,943,720 187,578 56,308 40 933 30 - - 6 -
B. Off-balance sheet
eXposur es
B.1 Non-performing loans 363 254 - - - - - - - -
B.2 Substandard loans 15,301 1,727 - - - - - - - -
B.3 Other impaired asset 1,094 18 - - - - - - - -
B.4 Other exposures 148,07 - - - 12( - - - -
Total 164,835 1,999 - - 120 - - - - -
Total (A+B) 31/12/2014 4,108,555 189,577 56,308 40 1,053 30 - - 6 -
Total (A+B) 31/12/2013 4,145,323 127,613 127 16 924 28 - - - -

The exposures to customers mainly concern custorasident in the province of Brescia, to a lessésrd
the province of Verona (former CREVER branches) thiedarea of Storo in the province of Trento.

B.3 Breakdown of on and off-balance sheet credipesures with banks by geographical segment

(book value)

Other European
Italy countries America Asia Rest of world
Exposure/region Net | Tot_al Net il Net e Net | Tot_al Net | Total
exposure impairm EXPOosur e|impair m{exposur e|impair m|exposure impairm exposure'mpa'rrne
ent ent nt
ent ent

A. On-balance sheet
EeXposur es
A.1 Nonperforming loan - - - - - - - - - -
A.2 Substandard loans - - - - - - - . i 4
A.3 Restructured loans - - - - - - - . i 4
A.4 Past due loans
impaired - - - - - - - 4 ] J
A.5 Other exposures 95,754 - 13,89¢ - 47§ - 103 - 185 -
Total 95,754 4| 13,898 - 478 - 103 - 185 -
B. Off-balance sheet
EXposur es
B.1 Nonperforming loan - - - - - - - - - -
B.2 Substandard loans - - - - - - - . i 4
B.3 Other impaired asse - - - - - - - 4 4 ]
B.4 Other exposures 3,42( - 23( - - - 10¢ - - -
Total 3,420 - 230 - - - 100 - - -
Total (A+B) 31/12/2014 99,174 4| 14,128 - 478 - 203 - 185 -
Total (A+B) 31/12/2013 105,933 4 3,980 4 12,284 - 133 - 50 -
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B.4 Large exposures

As defined in EU Regulation 575/2013 (CRR), “Lagggosures” are exposures to a customer or a
group of related customers when their value is kequareater than 10% of eligible capital of the
body (Article 392), without applying weighting amus.

Whereas limit to large exposures (Article 395 CR&sidering the mitigating effect of credit risk
(weighted values), means 25% of the eligible camfahe Bank; if the customer is a body, or if
within the group of related customers there is dybthe limit is increased to Euro 150 million et
value calculated at 25% is less than the aboveiored amount.

The term exposure includes both on- and off-balesteet loans and receivables; in any case, the
aggregate amounts include exposures to CentralpBaro Governments, for debt securities, in
particular.

As at 31 December 2014, “Large exposures” include:

- no. 3 exposures to customers for a nominal amofirEuro 156,205 thousand and a weighted
amount of Euro 88,589 thousand,

- no. 1 exposure to a financial intermediary fonaminal amount of Euro 40,551 thousand and a
weighted amount of Euro 40,112 thousand,

- the exposure to Italian government (Ministry loé fTreasury) of Euro 1,067,769 thousand, weighted
Euro 51,645 thousand; this item includes, in adidito the exposure for debt securities, credittéor
assets,

- the exposure to the Republic of Portugal, nomigalo 56,324 thousand, no weighting (debt
securities),

- the exposure to NewMic, body qualified as Cas<acinpensazione e Garanzia (central counterpart)
totalling a nominal amount of Euro 129.9 milliorQ0R6 weighted, exposure (consisting of Euro 120
million of loans with maximum maturity 07/01/15 aB&dro 9.9 million of guarantee deposits (default
fund)) for which the obligation envisaged in Aréc396 of the CRR Regulation was notified.

In total, “Large exposures” include 7 exposuresddotal nominal value of Euro 1,450,784 thousand
and a weighted amount of Euro 310,280 thousand.

C. Securitisations and transfer of assets
C.1 Securitisation transactions

Qualitative information
Objectives, strategies and processes underlyingsenauritisation transactions

The Bank has identified an instrument in the séisation transactions for diversifying the souroés
funding, in particular so as to endow itself witBwatable reserve of liquidity to protect the Bdrdm
any stress situations.

As at 31 December 2014, the Bank had a self-sesatrdn transaction on performing mortgages
loans to private individuals known as “Valsabbif@VS1”, concluded in 2012 with the intention of
putting in place funding transactions with the CahnEuropean Bank.

The transaction was concluded with the transfea gfortfolio of performing residential mortgage
loans by the Bank, as originator, and the subsorigty the originator of the securities issued Iy t
special purpose vehicle.
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The related details are provided below for the sdksmpleteness.
“Valsabbina Spv1” securitisation transaction

- Special purpose vehicle: Valsabbina Spv 1 S.r.l.

- Date of assignment of the receivables: 12/12/2011

- Type of receivables assigned: Residential mogdagns

- Quality of receivables assigndekerforming

- Guarantees on the receivables assigned: Senibgage

- Geographic area of receivables assigned: Italy

- Business activities of the assigned debtors:a®iparties

- Number of receivables assigned: 7,401

- Price of receivables assigned: Euro 284,703 taais

- Nominal value of receivables assigned: Euro 283 Bousand

- Interest accrued on receivables assigned: EWdlgusand

As at 31 December 2014, the residual capital tougcamounted to Euro 206,931 thousand, with
accruals for Euro 117 thousand.

As part of the above-mentioned transaction, the Ad8Surities indicated below were issued, all
subscribed by theriginator:

* senior tranche of Euro 199,500 thousand (fully subscribed by Benk) with an external rating
assigned by Moody’s (“A”) and DBRS (“AAA”) with aeturn index-linked to the 3-month Euribor
plus 40 bps;

* junior portion of Euro 100,100 thousand (fully subscribed byBlaak) without any rating.

As at 31 December 2014, the situation of the swesariissued in correspondence with the
securitisation transaction was as follows:

* residual senior tranche of Euro 108,114 thousand;

* junior tranche of nominal Euro 100,100 thousand.

In January 2015, the size increase of the preseuasritisation was concluded, with an addition& sa
of residential mortgage loans of Euro 150,869 thadsand a cash integration of Euro 5.1 million; in
connection with this sale, the amount of the sesmxurity recorded an increase of Euro 156,701
thousand, whereas the value assigned to the jeaaurity remained unchanged.

As a result of the restructuring of the transactithre rating was revised by the agencies; DBRS
confirmed its rating at "AAA", while Moody's upgred the rating level to "AA2".

The Bank, as originator, signed at the time of esall the liabilities issued (self-securitisation);
therefore, the following parts of this section ao¢ drawn up.
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D. Information on structured entities not consoliled for accounting purposes
(other than special purpose vehicles for securitisa)

Qualitative information
Quantitative information

The section is not drawn up because the Bank doesige structured entities not consolidated for
accounting purposes other than special purposelesHbr securitisation.

E. Transfers of assets

Qualitative information
Quantitative information

The section is not drawn up because both as at&&kmber 2014 and at the end of the previous
financial year there were no transfers (for examPBlepurchase agreements) other than the
securitisation described in a previous section.

F. Credit risk measurement models

The models and the procedures aimed at classiffiegcustomers in risk classes are used, as
previously mentioned, for a more accurate manageofahe credit risk.

These models are not used at present for the pespmiscalculating the capital ratios, since, forhsu
purposes, the Bank uses the standardised method.
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Section 2 - Market risk

2.1 Interest rate risk and price risk - regulatotyading book
Qualitative information

A. General aspects

For the purpose of drawing up this section, justfthancial instruments included in the “regulatory
trading book” were taken into consideration, asrdef in the regulations relating to the regulatory
reports on market risks.

The transactions that during the year affectedrdding book were marginal.

The investment strategy is traditionally charastt by prudent management of all the risks, in
compliance with the “Securities Investments Risk&8gulations, which envisage a careful and
balanced system of limits and operating autonomi¢isis connection.

B. Management process and measurement methods lfer interest rate
risk and the price risk

The “Securities Investments Risks” Regulationsldstia the operating limits (in terms of consistency
of the portfolio and composition by type of sedes} both with regard to exposure to rate risk (in
terms of financial duration) and credit risk (imrtes of rating and counterparts).

In consideration of the non-significance of theding book, the measurement of interest rate rigk an
price risk was carried out solely on the bankingko

Page 112



Quantitative information

1. Regulatory trading book: distribution by residumaturity (by re-pricing date) of on-balance

sheet financial assets and liabilities and finantiderivatives - EURO

Type/Residual duration

On
demand

Upto3
months

From 3
monthsto
6 months

From 6
months to 1
year

From 1
year to5
years

From 5
yearsto 10
years

Beyond 10
years

Unspecified
maturity

1. On-balance sheet
assets
1.1 Debt securities
- with early
repayment option
- other
1.2 Other assets

2. On-balance sheet
liabilities

2.1 Repurchase
agreements

2.2 Other liabilities

3. Financial
derivatives

3.1 With underlying
security
- Options
+ long positions
+ short positions
- Other derivatives
+ long positions
+ short positions
3.2 Without underlying
security
- Options
+ long positions
+ short positions
- Other derivatives
+ long positions

+ short positions
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1. Regulatory trading book: distribution by residuanaturity (by re-pricing date) of on-balance
sheet financial assets and liabilities and finantiderivatives - OTHER CURRENCIES

Type/Residual duration

On
demand

Upto3
months

From 3
monthsto
6 months

From 1
year to5
years

From 6
monthsto 1
year

From 5
yearsto 10
years

Beyond 10
years

Unspecified
maturity

1. On-balance sheet
assets
1.1 Debt securities
- with early
repayment option
- other
1.2 Other assets

2. On-balance sheet
liabilities

2.1 Repurchase
agreements

2.2 Other liabilities

3. Financial
derivatives
3.1 With underlying
security
- Options
+ long positions
+ short positions
- Other derivatives
+ long positions
+ short positions
3.2 Without underlying
security
- Options
+ long positions
+ short positions
- Other derivatives
+ long positions

+ short positions

2. Regulatory trading book: distribution of exposes in equity securities and share indices for the
main countries in the listing market

short positions

long positions
short positions

long positions
short positions

C. Other derivatives on equity securities

B. Unsettled transactionsinvolving equity securities

TYPE OF TRANSACTIONS/PRICE INDEX LISTED UNLISTED
ITALY OTHER
A. Equity securities 2 - -
long positions 2 - -
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D. Derivatives on shareindices | - | - ‘ -
long positions | -| - -
short positions | - | - ‘ -

3. Regulatory trading book: internal models and @thsensitivity analysis methods

The methods for analysing the sensitivity are agplo the banking book.

2.2 Interest rate risk and price risk - banking bko
Qualitative information

A. General aspects, management procedures and nushaf measuring
interest rate risk and price risk

The interest rate risk is generated by the imb@&dmetween the maturities (repricing) of the asedt a
liability items belonging to the banking book. Tlater is made up of all the financial instruments,
assets and liabilities, not included in the tradoogpk as per the supervisory legislation indicated
section 2.1.

General Management is responsible for the intemficet of the guidelines for the management of the
banking book, on a consistent basis with the gjratpolicies defined by the Board of Directors and
the monitoring of the trend in the management efsame.

The Market Division proposes to General Managenasmt operations for the management and
mitigation of the interest rate risk of the bankbapk.

The mitigation of the interest rate risk is pursbgdmeans of the integrated management of the bank
assets and liabilities and is aimed at stabilish@gnet interest income and safeguarding the ecenom
value of the bank book.

In particular, the management of the bond portfedidbased primarily on maintaining the liquidity
reserves of the Bank.

The measurement of the interest rate risk is chraet by the Risk Management, Planning and
Control Service. The assessment takes place omghimdoasis; in particular, for each sensitive item
identified in the time period chosen for the analysccount is taken of the specific repricing
methods.

The ERMAS procedure makes it possible to monitbrtted Bank’s activities associated with the
transformation of the maturities of the balanceeslassets and liabilities and to quantify the gquit
and income statement effects, induced by hypottetacks of the market rates. Said shocks are
processed as part of macro-economic scenarioattwrrtheoretic shifts of the market rate curves.

By means of the use of the ERMAS application ipéssible to analyse the impact that unexpected
changes in the external market conditions havénerBank’s profitability, also offering the possityil

of estimating the change in the expected net isteneome and the business value of assets, based o
the monthly balance sheet data.

For the purpose of measuring the variability of et interest income, determined by positive and
negative changes in the rates over a time perid®@bbfdays, monitoring of the differences between
asset and liability items of the financial statetsaa carried out, grouped according to the matumit
rate redefinition date; the method used is in fgejp analysis”, via several approaches that make it
possible to achieve increasingly accurate estimdies techniques for the operational measurement
of the rate risk are constantly implemented byRiek Management, Planning & Control Service.
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In detail, in the measurement for operational psgsoof the rate risk, the behavioural model created
for the on-demand funding and lending items is used

The measurement of the sensitivity of the econowvaicie of assets and liabilities of the Bank to
changes in interest rates is carried out through'Eluration Gap" and "Sensitivity Analysis".

The source of the price risk, given the marginaurea of the regulatory trading book, is mainly
represented by debt securities, equities and UQITS dalling within the “available for sale assets”
book.

With regard to the quantification of the price riglith reference to the securities belonging to the
Bank, a model is used based on the Value at RiaR}[\oncept, in order to express, synthetically and
in monetary terms, the maximum probable loss iy a static portfolio with reference to a
specific time horizon and a specific level of cdefice in normal market conditions. For the
calculation of the VaR, the Risk Management, Plagnand Control Service uses the ERMAS
application, provided by Prometeia. The finanambrmation necessary for the determination of VaR
(volatility, correlations, forward structure of tleterest rates, exchange rates, stock and benkhmar
indices) is provided by the Risk Size product. TM@R model adopted is parametric and it
prudentially uses a confidence interval of 99% artane period of 10 days. The measurement of the
VAR takes place by taking into consideration thek I{known as beta ratio) that exists between the
individual instrument and the related risk factor.

The Risk Management, Planning and Control Servateutates the V.a.R. separately on a daily basis
for the securities portfolio managed internally the Financial Sector of the Bank and for the
portfolio, mainly consisting of UCIT units, assighender management to two external operators.
Backtesting analysis has also been prepared (oerrah accurate comparison of the portfolio V.A.R.
with the daily changes in the banking book), aina¢cdthecking the quality of the VaR model for
envisaging the quantification of (any) loss on theding book. The calculation method adopted
envisages that the theoretical losses/gains registiuring the day are compared with the VaR of the
previous day. The theoretical losses/gains arerm@ted by revaluing the “t” time of the day end
positions at “t-1” (hypothesising that the posisaemain unchanged).

According to the “backtesting” analysis carried @ut2014, VaR was exceeded in only 2 cases,
calculated for the securities portfolio manage@nmally, whereas with reference to portfolios under
management to external operators, there were s cd®verrunning.

With regard to the quantification of the price riskh reference to equity securities, the stockkatr
listing (for listed securities), the measuremeritshareholders' equity (for securities with a antr
strategic valence), the prices of any transacttbat have taken place during the year are congtantl
monitored and in conclusion alternative valuatioetimods are used via data deriving from different
sources (for unlisted securities). During 2014, thak formalised in the document called “fair value
policy” the policies concerning the methods of mueement of the financial instruments in the
portfolio.

With regard to the price risk, the Securities Inments Risks Regulations establish 10% of the
average carrying price of each security as the mami loss restriction (stop loss).

The duration of the Bank’s securities portfolio @&s31 December 2014 was equal to 655 days
decreasing considerably compared with 31 DecemiEB 2f 1,424 days.

The investment logics adopted have always emergembrsistent with the Bank’s liquidity situation
and therefore the risk profile adopted has alwaysained at contained levels.
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B. Fair value hedges

The bank has not carried out any fair value hedgiagsaction, with the exception of the implicit
hedging activities deriving from the integrated mgement of the bank assets and liabilities.

C. Cash flow hedges.

The Bank has not carried out any cash flow hedge.

D. Hedging of investments in foreign operations.

As at 31 December 2014, the Bank held in its pbati@overnment securities of other countries of the
Eurozone totalling Euro 55 million, for which thesere no transactions hedging the country risk.
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Quantitative information
1. Banking book: distribution by residual maturity (bye-pricing date) of financial assets and
liabilities

Sren g From 6 From1l | From5

Type/Residual duration O | Upis | fremine monthsto 1| year to5 | yearsto e e
demand months | to6 10years ed

months year yes | oyEsre maturity

1. On-balance sheet assets 1,898,468 963,874 373,242 87,210 620,320 127,879 24,793 E

1.1 Debt securities 10,054 132,59 334,34 49,854 457,84 87,89 7,734 §

- with early repayment option - - - - 98 - - -

- other 10,054 132,59 334,34 49,85 457,75 87,89 7,736 -

1.2 Loans and receivables with banks 6,89¢ 53,78 B - B - - -

1.3 Loans and receivables with customers | 1,881,51 777,48 38,891 37,35 162,47 39,98 17,051 -

- Current account 591,06 3 12 4,637 26,78 9,312 22 E

- other loans 1,290,45 777,48 38,88 32,72 135,68 30,671 17,034 E

- with early repayment option 1,177,55 629,63 37,296 18,701 40,77 14,971 16,71 -

- other 112,89 147,85 1,587 14,014 94,91 15,70 314 E

2. On-balance sheet liabilities 2,137,762 51599 132,256 244,916 802,030 61,238 - -

2.1 Due to customers 1,713,61 165,46 68,484 46,91 25,63 - - -

- Current account 1,674,06 105,46 68,481 46,91 25,63¢ . - .

- other payables 39,554 60,00 - - - - - -

- with early repayment option - - - - - - - -

- other 39,554 60,00 § - - - E

2.2 Due to banks 422,25 230,00 e - e - - -

- current account - - - . - . . .

- other payables 422,25 230,00 e - e - - -

2.3 Debt securities 1,13¢ 120,49 63,771 198,00 776,39 61,23 - -

- with early repayment option E E B - B - - -

- other 1,13 120,49 63,771 198,00 776,39 61,23 - -

2.4 Other liabilities 754 g g - g - - -

- with early repayment option - - - - - - - -

- other 756 - - - - - - -

3. Financial derivatives - - - - - 4 - 4
3.1 With underlying security - - - - - 4 . 4
- Options - - - - - N - i
+ long positions - - - - - N i i
+ short positions - - - - - - - i
- Other derivatives - - - - - - - i
+ long positions - - - - - i - J
+ short positions - - - - - - - J
3.2 Without underlying security - - - - - 4 - i
- Options - - - - - N - i
+ long positions - - - - - N i i
+ short positions - - - - - - i i
- Other derivatives - i - - - - - i
+ long positions - - - - - i - J
+ short positions - - - - - - - J

4. Other off-balance sheet transactions 56,689 - - - - - - -
+ long positions 28,344 - - - - - - -
+ short positions 28,344 - - - - - - -
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1. Banking book: distribution by residual maturitfby re-pricing date) of financial assets and
liabilities - Currency: OTHER CURRENCIES

Type/Residual duration

On
demand

Upto3
months

From 3
months
to6
months

From 6
monthsto 1
year

From1
year to5
years

From5
yearsto
10years

Beyond
10
years

Unspecifi
ed
maturity

1. On-balance sheet assets
1.1 Debt securities
- with early repayment option
- other
1.2 Loans and receivables with banks

1.3 Loans and receivables with custome

- current account

- other loans
- with early repayment option
- other

4,574

10,095

2. On-balance sheet liabilities
2.1 Due to customers
- current account
- other payables
- with early repayment option
- other
2.2 Due to banks
- Current account
- other payables
2.3 Debt securities
- with early repayment option
- other
2.4 Other liabilities
- with early repayment option
- other

3. Financial derivatives
3.1 With underlying security
- Options
+ long positions
+ short positions
- Other derivatives
+ long positions
+ short positions
3.2 Without underlying security
- Options
+ long positions
+ short positions
- Other derivatives
+ long positions
+ short positions

4. Other off-balance sheet transactions
+ long positions
+ short positions
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2. Banking book: internal models and other sensitiwanalysis methods

The measurement of the interest rate risk accorinige second pillar is first of all carried out the
basis of the standard algorithm envisaged by Girchb. 285 of 2013, by means of the creation of a
summary index which expresses the ratio betweerchiage in the net value of the banking book
against an interest rate shock (+/- 200 base paanit$ "own funds”. The Bank has always maintained
the risk index at a level lower than the warningesimold established by the regulations (20%). The
change in the economic value of the bank bookse ahlculated in the presence of a negative and
positive interest rate shocks which represent gigércentile and the 99th percentile of the change
in the market rates recorded over the last 6 years.

The measurement of the interest rate risk occws falr internal management purposes by using the
ERMAS procedure that allows to quantify the effetisth on the net value of the banking book and
on the expected net interest income, resulting fhypothetical shocks in market rates (for example
assuming changes in the interest-rate curve andppyying different scenarios). The use of the
ERMAS procedure also allows more precise measurendth respect to those made on the basis of
the standard algorithm, which more fully reflece theculiarities of the Bank’s asset and liability
structure.

2.3 Exchange-rate risk
Qualitative information

A. General aspects, management processes and measent methods for

exchange-rate risk

The Bank is exposed to the exchange-rate riskn@amginal extent, since it is always focused on the
daily break-even of the currency positions, whglobtained by means of adding the spot positions to
the forward ones. The forward transactions, reabnad®der trading derivatives and financial trading
liabilities, offset the specific request of the truser and without taking any risk positions.

The exchange-rate risk is managed by means of tpgHanits, intraday and day end; furthermore,
the internal Regulations establish stop loss opeydimits both on single positions and on the a¥ler
position assumed by the Bank.

With regard to the securities portfolio contracted to external operators, the "management mandate”
envisages investment restrictions in currenciesrdtian the euro.

B. Exchange-rate risk hedging
The primary objective of the Bank is to prudentlyamage the exchange-rate risk; therefore,
transactions involving the taking of this risk ananaged through appropriate hedging strategies.
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Quantitative information

1. Distribution of assets, liabilities and derivags by currency

Currencies
Items USdollary Yen fSN'SS Sterling lezlanlz Other_
rancs krona |currencies
A. Financial assets 17,951, 1,614 730 208 192 194
A.1 Debt securities - - - - - -
A.2 Equity securities 6,222 - - - - -
A.3 Loans and receivables wit
banks 9,013 107 84 206 197 194
A.4 Loans and receivables wit
customers 2,716 1,517 644 2 - -
A.5 Other financial assets - - - - - -
B. Other assets 140 7 101 62 - 99
C. Financial liabilities 11,933 - 316 11 187 207
C.1 Due to banks - - - - - -
C.2 Due to customers 11,93] - 316 11 187 207
C.3. Debt securities - - - - - -
C.4 Other financial liabilities - - - - - -
D. Other liabilities - - - - - -
E. Financial derivatives 12,360 2,065 499 257 - 31
- Options - - - - - -
+ long positions - - - - - -
+ short positions - - - - - -
- Other derivatives 12,36 2,064 499 257 - 31
+ long positions 6,215 - - - - 16
+ short positions 6,145 2,064 499 257 - 15
Total assets 24,306 1,621 831 270 192 309
Total liabilities 18,078 2,065 815 268 187 222,
Difference (+/-) 6,228 (444) 16 2 5 87

2. Internal models and other sensitivity analysiethods

Steps are not taken to analyse the sensitivitii@turrency risk because the asset and liability
positions, spot and forward, are deemed as balanced
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2.4 Derivative instruments

A. Financial derivatives

A.1 Regulatory trading book: year-end and averagaional amounts

Underlying assets/Types of
derivatives

Total 31/12/2014

Total 31/12/2013

Over the
counter

Central
counter parts

Over the
counter

Central
counter parts

1. Debt securitiesand interest rates
a) Options
b) Swap
¢) Forward
d) Futures
e) Others

2. Equity securitiesand share
indices

a) Options

b) Swap

¢) Forward

d) Futures

e) Others

3. Currenciesand gold
a) Options
b) Swap
¢) Forward
d) Futures
e) Others

4. Commodities

5. Other underlying assets

Total

Aver age amounts
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A.3 Financial derivatives: positive gross fair vadu breakdown by product

Underlying assets/Types of
derivatives

Positive fair value

Total 31/12/2014

Total 31/12/2013

Over the
counter

Central
counter parts

Over the Central
counter counter parts

A. Regulatory trading book

a) Options

b) Interest rate swap

c) Cross currency swap
d) Equity swaps

e) Forward

f) Futures

g) Others

179

17

195

B. Banking book - hedging

a) Options

b) Interest rate swap

c) Cross currency swap
d) Equity swaps

e) Forward

f) Futures

g) Others

C. Banking book- other
derivatives

a) Options

b) Interest rate swap

c) Cross currency swap

d) Equity swaps

e) Forward

f) Futures

g) Others

Total

179
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A.4 Financial derivatives: negative gross fair vau breakdown by product

Portfolios/Types of derivatives

Negative fair value

Total 31/12/2014

Total 31/12/2013

Over the
counter

Central
counter parts

Over the
counter

Central
counter parts

A. Regulatory trading book

a) Options

b) Interest rate swap

c¢) Cross currency swap
d) Equity swaps

d) Forward

e) Futures

f) Others

215

21¢

400

B. Banking book - hedging

a) Options

b) Interest rate swap

c¢) Cross currency swap
d) Equity swaps

d) Forward

e) Futures

f) Others

C. Banking book- other
derivatives

a) Options

b) Interest rate swap

c¢) Cross currency swap

d) Equity swaps

e) Futures

f) Others

Total
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A.5 OTC financial derivatives - regulatory tradingook: notional amounts, positive and negative grdag value by counterpart - contracts not

included in netting agreements

: . . Government Othgr . . e Other
Contractsnot included in netting agr eements public Banks |Financial collnsurance co| financial .
S M) bodies mpanies mpanies |companies parties
banks 0 P P P
1) Debt securitiesand interest rates - - 4 4 - i
- notional amount - - - - - i
- positive fair value - - i 4 - J
- negative fair value - - - N - ]
- future exposure - - - N - ]
2) Equity securitiesand shareindices - - - - - i
- hotional amount - - - i - ]
- positive fair value - - i 4 - J
- negative fair value - - i 4 - J
- future exposure - - i 4 - J
3) Currenciesand gold - 9,038 - - 6,112 -
- notional amount - 8,721 - - 5,88¢ -
- positive fair value - 130 - - 49 -
- negative fair value - 100 - - 115 -
- future exposure - 87 - - 59 -

4) Other values
- notional amount
- positive fair value
- negative fair value
- future exposure
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A.9 Residual maturity of OTC financial derivativesiotional amounts

Uptol |From1lyear| Beyond5

Total

year to5years years

A. Regulatory trading book 14,610 - - 14,610
A.1 Financial derivatives on debt securities andrigst
rates - - - -
/A.2 Financial derivatives on equity securities ahdre
indices - - - -
)A.3 Financial derivatives on currencies and gold 14,61 - - 14,610
/A.4 Financial derivatives on other values - - - -
B. Banking book - - - -
B.1 Financial derivatives on debt securities andrest
rates - - - -
B.2 Financial derivatives on equity securities ahdre
indices - - - -
B.3 Financial derivatives on currencies and gold - - - -
B.4 Financial derivatives on other values - - - -

Total 31/12/2014 14,610 - - 14,610
Total 31/12/2013 42,039 - - 42,039

Underlying/Residual life

A.10 Financial derivatives OTC: counterparty riskfancial risk — Internal models

The financial risk of “plain vanilla” type derivag contracts, if existing, is monitored using
traditional discounting back instruments on theida$ the rates curve. When present, the Bank uses
derivative contracts, entered into with leadingteeoperators, exclusively for the hedging of the
interest and exchange rate risk. No hedging devesiwvere directly subscribed in 2014.

The transactions indicated in the table refer estekly to forward foreign currency transactions.
Their fair value is recorded in asset item 20 aaloility item 40.
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Section 3 - Liquidity risk

Qualitative information

A. General aspects, management processes and measent methods for
liquidity risk

The management of the liquidity risk is carried cwinly by the Financial Sector, with the aim of
checking the Bank’s ability to efficiently meet ahguidity requirements and avoid finding itself in
situations of excessive and/or insufficient ligtydiwith the consequent need to invest and/or raise
funds at unfavourable rates with respect to mates.

The overall model adopted by the bank for managimg) monitoring the liquidity risk is divided up

into three distinct areas according to the refezestope, time horizon and the analysis frequency:

- the management of the intraday liquidity, or rattier management of the daily settlements of the
debit and credit positions in the various settletnpayment and clearing systems the Bank takes
part in;

- the management of the operating liquidity, or rathe management of the most volatile events that
impact the Bank’s liquidity position over a peribétween 1 day and up to 6 months, with the
primary objective of maintaining the Bank’s abiltty meet its ordinary and extraordinary payment
commitments, minimising the costs; in this contéxg recognition of imbalances between incoming
and outgoing sources as well as the related systesupervisory limits, focus in particular on the
maturities up to six months;

- the management of the structural liquidity, or eatthe management of all the events of the bank
book which impact the Bank’s overall liquidity ptisn in the period especially beyond 6 months,
with the primary objective of maintaining a suitlolynamic ratio between medium/long-term assets
and liabilities.

Significant support for the management of the bigyirisk derives from the monitoring carried out

by the Risk Management/Planning and Control Sepligemeans of an internal model that has the
aim of reporting the effects of the investment/ficiag transactions by means of the distribution by
maturity of the transactions. Operations are meakby using the Asset and Liability Management
(A.L.M) method, via the Prometeia ERMAS applicatiavhich makes it possible to measure and
manage both any liquidity requirement/surplus o Bank generated by the imbalance between
incoming and outgoing flows, and the structuralabak deriving from the correct composition by
maturity of the sources and the uses.

In line with national and international best preetand the prudent supervisory indications, theghod
adopted by the Bank for the management and momgaf the operational liquidity is based on the
“Maturity Mismatch” approach, which presupposes tbhastruction of a maturity ladder and on the
allocation of the certain and estimated flows am various time brackets, for the purpose of
calculating the cumulative GAP for each maturitsidiet.

As part of the liquidity policy, the Bank - on ansistent basis with the risk tolerance threshold
established by the Board of Directors - definedrafeg limits both for the management of the
operating liquidity and the structural liquidity.

With regard to the management of the operationaidity, the limits are defined in terms of abselut
value of the cumulative GAPs, on the various maasi

The Bank continually checks the value of the Coiloatiancing capacities (CBC), understood as the
availability of assets that can be reimbursed, swidused in refinancing transactions with the
interbank system and that therefore make it passtobenerate liquidity rapidly and efficiently.
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The limit adopted by the Bank for the monitoringtieé structural liquidity risk is by contrast defth

in terms of ratio between the assets and liakslitgth a maturity of more than one year. The
definition of this limit has the aim of ensuringetmaintenance of a structural liquidity profile
consistent with the strategy for financing the tss®er the mid/long-term with liabilities of tharae
duration.

The Bank has also drawn up a “Contingency Fundilagn’P as an instrument for mitigating the
liquidity risk. The document indicates, in detalle individuals and the structures responsibletier
implementation of the extraordinary funding polgia the event of need, as well as the actiongto b
adopted to remedy them, in accordance with thelaémy requirements envisaged by the new
prudent supervisory regulations.

As part of the definition of the “Contingency FundiPlan”, the Bank established a series of risk
indicators, which are constantly monitored for fugpose of anticipating possible situations ofsstre
or liquidity crisis.

During 2014, the Bank implemented the measuremetiteo“Liquidity Coverage Ratio” (LCR) and
“Net Stable Funding Ratio” (NSFR) indicators enged by the Basel 1l Framework. In particular,
the calculation of the LCR indicator was furtherplemented on the basis of the Delegated
Regulation of 10 October 2014 supplementing EU Remgun No. 575 of 26 June 2013 of the
European Parliament (CRR Regulations), while thé&RI$hdicator was defined on the basis of the
document of the Basel Committee of January 2014.

For an improved management of the liquidity, theniBgoined the Nuovo Mercato Interbancario

Collateralizzato dei Depositi (New MIC). The New ®lis the e-MID market segment intended for
Euro deposits with maturities between one day apelaa, which avails itself of the guarantee system
managed by Cassa di Compensazione e garanzia (CC&G)

The Bank, in order to increase its self-financirgacity at the interbanking system, restructured in
January 2015 the securitisation completed in 20R the transfer of the Special purpose vehicle
Valsabbina SPV 1 of a new residential mortgage Ipartfolio. The transfer of the new portfolio
allowed the special-purpose vehicle company toeissumew tranche of the senior security of Euro
156.7 million, fully subscribed by the Bank. Thartsaction allowed to improve the liquidity profile
of the Bank by increasing the “collateral” that danused in refinancing transactions with the EEB o
approximately Euro 133 million.
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Quantitative information

1. Distribution of financial assets and liabilitieby residual contractual maturity

- Currency: EURO

Items/Time periods

on
demand

from 1

to 7 days

from 15
daysto 1
month

from 7 to
15 days

from 1to
3 months

from 3
monthsto
6 months

from 6
months
to 1 year

from 1
year to5
years

Beyon
d5
years

Unspe
cified

On-balance sheet assets
A.1 Government securities
A.2 Other debt securities
A.3 UCIT units
A.4 Loans

- banks

- customers

On-balance sheet liabilities
B.1 Deposits and current
accounts

- banks
- customers
B.2 Debt securities
B.3 Other liabilities
Off-balance sheet
transactions
C.1 Financial derivatives
with exchange of principal
- long positions
- short positions
C.2 Financial derivatives
w/o exchange of principal
- long positions
- short positions
C.3 Deposits and loans to
received
- long positions
- short positions
C.4 Irrevocable
commitments to grant
finance
- long positions

- short positions

C.5 Financial guarantees
given

C.6 Financial
guarantees received

C.7 Credit derivatives with
exchange of principal

- long positions

- short positions
C.8 Credit derivatives
without exchange of
principal

- long positions

752,256
3(

120,65
631,57

6,894
624,67

1,719,490

1,713,78

1,713,78
4,831
8671

32,921

32,921

4,574

28,344

166,137

166,13
40,00
126,13

264,725

5,94]

5,941

98,77
160,00

311

311

271
4Q

6,090 67,144

19

6,071 67,144

6,071 67,144

9,766 33,803

7,325 32,471

7,324 32,47}
2,441 1,331

4,191 919

4,191 369

3,231 284
96( 8(

R 55(

R 55(

237,287

2,698
2,734

231,85

231,85
456,383
60,354

60,354
10,194
385,83

4,093

3,10(

1,55]
1,544

993

993

89,921
6,267
33(

83,32

83,32
100,371
69,15

69,15
31,21

6,975

6,264

3,134
3,131

71(

71(

297,960

126,21
92§

170,81

170,81
298,573
47,66

47,66
250,91

2,207

2,20]

2,20]

1,663,189
705,00
33,33]

924,85

924,85

976,543

25,354

25,354
781,18
170,00

14,072

14,071

14,071

993,944

170,00
3,23(

820,714

820,714

60,432

60,431

5,236

5,234

5,234

Page 129

13,788

13,78
13,78




| - short positions

1. Distribution of financial assets and liabilitieby residual contractual maturity - Currency:
OTHER CURRENCIES

Items/Time periods

on
demand

from 1
to 7 days

from 7 to
15 days

from 15
daysto 1
month

from 1to
3 months

from 3
monthsto
6 months

from 6
months
to 1 year

from 1
year to5
years

Beyon

unspec
ified

On-balance sheet assets
A.1 Government securities
A.2 Other debt securities
A.3 UCIT units
A.4 Loans
- banks
- customers
On-balance sheet liabilities
B.1 Deposits and current
accounts
- banks
- customers
B.2 Debt securities
B.3 Other liabilities
Off-balance sheet
transactions
C.1 Financial derivatives
with exchange of principal
- long positions
- short positions
C.2 Financial derivatives
w/o exchange of principal
- long positions
- short positions
C.3 Deposits and loans to
received
- long positions
- short positions
C.4 Irrevocable
commitments to grant
finance
- long positions
- short positions
C.5 Financial guarantees
given
C.6 Financial
guarantees received

C.7 Credit derivatives with
exchange of principal

- long positions

- short positions
C.8 Credit derivatives
without exchange of
principal

- long positions

- short positions

10,812

6,227
4,59(
1,54¢
3,047

12,655

12,654

12,654

227

221

227

362

314

40
272

5(

25
25

330

33(

33(

4,299

4,294

98§
3,311

8,662

8,667
8,244
413

373

373

82
291

901

901

901

3,804

3,804

1,907}
1,897

6,425

6,425

3,217
3,213
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2. Information on recognised tied up assets

Tied u Not tied u
EXPOSURE / PORTFOLIO 2 2 ol ol
BV FV BV FV 31/12/2014 31/12/2013

1. Cash and cash equivalents - - 13,513 - 13,513 14,580
2. Debt securities 1,016,546 1,016,546 63,783 63,781 1,080,329 1,013,233
3. Equity securities - - 13,7p0 13,79 13,790 15,424
4. Loans 216,560 - 2,814,496 - 3,031,056 3,066,352
5. Other financial assets - - 128,428 - 128,428 15,246
6. Non-financial assets - - 128,075 - 128,075 114,435
Total 31/12/2014 1,233,106 1,016,546 3,162,885 77,573 4,395,191 X

Total 31/12/2013 793,726 561,089 3,445,544 467,569 X 4,239,270

Key:
BV = book value
FV = fair value

The tied-up debt securities include securities gni@eing refinancing transactions with the ECB,
while the amount of the tied-up loans relates ttugésed mortgage loans.

3. Information on unrecognised tied up owned assets

. . TOTAL TOTAL
EXPOSURE / PORTFOLIO Tied up Not tied up 31/12/2014 31/12/2013
1. Financial assets 108,114 138,828 246,942, 397,689
- Securities 108,114 138,828 246,942, 397,689
- Other . - - -
2. Non-financial assets - - - -
Total 31/12/2014 108,114 138,828 246,942, X
Total 31/12/2013 290,736 106,954 X 397,689

The amount illustrated relates to the securitiesived in the securitisation transaction and the
securities issued by the Bank and repurchasedjaetivbetween tied up and not tied up.
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Section 4 - Operational risks
Qualitative information

A. General aspects, management processes and measent methods for
operational risk

The operational risk is defined as the risk of micig losses resulting from inadequacy or ineffcg

of procedures, human resources and internal systemexternal events. This risk is inherent to the
performance of banking activities and can be geaedrand reside therefore in all the company
processes.

In general, the main sources of manifestation efdperational risk are attributable to internauéta
external fraud, employment and work safety relafops, professional obligations vis-a-vis the
customers (or due to the nature or characterisfitise product), to damages from external evehts, t
malfunction of the IT system and the execution sigmment and management of the processes.

The Bank has defined a series of organisationalgsses for the supervision and management of the
types of operational risk, within which it avaitself of specific functions:

- the Internal Audit, whose activities on the one chame aimed at checking the regularity of the
operations and the trend of the risks, and on therchand at assessing the functioning of the
overall internal control system;

- the Control Body pursuant to Legislative Decree N31/2001, whose composition and
functioning are regulated by means of specific &gns, within the adopted Organisational,
management and control Model;

- Risk Management, which responds to the need torrepw measure the typical risks of the
banking business by means of constant monitorintdhage taken and those potentially generated
by the investment, lending and service policies;

- Compliance, tasked with the supervision and corafabbservance of the regulations, providing
support for the prevention and management of tek af incurring legal or administrative
sanctions and/or suffering significant losses cqueat to the violation of internal or external
legislation.

The Operational Risk management process achievaoken down into the following components:

« Collection of data on the operational loss evehissg Event Collection): this represents the
collection and registration process for the opersti loss data that have taken place within the
Bank;

e Detection and qualitative assessment of the rigso@ated with potential loss events (Risk
Assessment): this is an estimation self-diagngaticess that sets out to assess the degree of the
exposure to the risk by means of a combination mhions expressed in terms of impact,
probability of occurrence, efficacy of the controls

« Creation of a database of the events (Loss Datkecioin) that generate losses used to carry out
statistical processing of the losses that haveroedwand the causes that have led to the same.

For the purpose of improving the operational risanagement process, the Bank has adopted an
integrated reporting, assessment, monitoring, atitgy and control system for this risk.

The objectives intended to be pursued by meartsechfiorementioned process are:
« identify the causes of the detrimental events whiatierlie the operational losses and consequently
increase the business profitability;

Page 132



« improve the efficiency of the management, by mexdrke identification of the critical areas, their
monitoring and the optimisation of the control gyss;

« optimise the risk mitigation and transfer policies;

« develop the culture of the operational risk at Baekel, raising the awareness of the entire
structure.

The organisational model adopted has the follovuengls of responsibility:
» Reporter (all the organisational units);

« Manager (Internal Audit Service);
« Validator (Risk Management, Planning & Control Seey.

The role of reporter of a possible or potentialrafienal risk is carried out by all the organisatib
units, whether they be branches or head officeo€rrence of a loss event, a report is drawn ap an
sent to the Internal Audit Service that sees tontamagement of the report and its insertion in the
procedure (Loss Data Collection). The validatior d@ne consolidation is carried out by the Risk
Management/Planning and Control Service, whickegponsible for overseeing the activities for the
collection of the loss events, the checking of tleerectness of the information received and the
monthly assessment of the degree of exposureko ris

Risk containment is achieved through the use ofiledgry, organisational and procedural measures
and training.

Any critical area, identified through joint analysof various sources of data, is examined in furthe
depth by department managers who, together withRis&x Management/Planning and Control
Service, establish the appropriate corrective actio

As part of the Risk Assessment activities, the tsverdexed over the last three years, and in o#lati

to which steps were taken to record the relatedabip®@al loss, have been catalogued by type of
operational loss (event type).

The types of event were subsequently assignedetdubiness lines and to the loss events indicated
respectively in the Enclosures A and C of SectibiChapter 5 of Circular No. 263/2006 “New
prudential supervisory provisions for banks”.

Furthermore, again overseeing the occurrence @styf operational risk, the following were drawn
up and constantly updated:
- the Business continuity plan, aimed at protectimg Bank in the presence of critical events
that may invalidate full operations;
- the mapping of the main operating processes (¢rédance and branch), with the aim of
harmonising the conduct of the operators faciligthe integration of the controls.

The Bank adopted, for the calculation of the capi#guirement in the presence of operational risk,
the Basic Indicator Approach (BIA), according toigfhthe capital covering this type of risk equates
to 15% of the average of the "basic indicator"h# tast three financial years, calculated purst@mnt
Articles 315 and 316 of the CRR Regulations.

The capital absorption for this type of risk a8atDecember 2014 came to Euro 14,817 thousand.

Quantitative information

By way of disclosure, the historical trend in robbs and claims is presented below, indicating the
number of the events and the cost the Bank mugrcoscorded under operating expense (amounts in
thousand of Euro):
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Robberies Claims
No. Amount No. received No. Reimbur sements
Euro 000 accepted Euro 000s

2009 financial year v 23 78 19 20
2010 financial year 3 10 74 17 28
2011 financial year 3 6 84 28 26
2012 financial year D 10 86 29 107
2013 financial year 2 26 109 26 231
2014 financial year 2 2 153 33 38
in addition to provisions for risks and chargesatialy to actions against the Bank of Euro 402

thousand.

With regard to the loss data, inserted in the Barldss Data Collection archive in the three-year
period from 2012 to 2014, the distribution by typleloss is presented below, with indication by
impact to the income statement and by number ofiroence, according to the classification of the
events envisaged by the new Supervisory provisions.

Incidence of the operational losses by type of e(20112 - 2014 survey)

Breakdown by economic impact Breakdown by numbexvents

Stoppage of Execution, Execution,
operations delivery and delivery and
and management managemen
malfunctions of the tof the
of the processes processes
systems 38.1% 83.7%
Damage 0.0%
caused by/\
external
events Stoppage of
0.3% operations

and
Customers, malfunctions
products and Internal of the
business fraud sy;t;;/n s
practices Contractual 18.0% D'amuage Internal
28.9% relationship External caused by Customers Contractua fraud
and safety in fraud external products and reIatlonshlp 0.4%
the 14.0% events business and safety in External
workplace 0.5% practices the fraud
0.7% workplace 12.3%

2.6%
5 0.4%

Public disclosure

The information regarding capital adequacy, expgsoirisks and the characteristics of the systems i
charge of the identification, measurement and memagt of these risks envisaged by the New
prudential supervisory provisions for banks (CiazuNo. 285 of 17 December 2013), in Section Il

“Public disclosure”, is published on the Bank’s i www.lavalsabbina.it
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