BANCA VALSABBINA - FINANCIAL STATEMENTS AS AT 31
DECEMBER 2015

BALANCE SHEET
ASSETS (in units of Euro)

Asset items 31 Dec. 2015 31 Dec. 2014

10.| Cash and cash equivalents 13,573,937 13,512,990
20.| Financial assets held for trading 108,510 180,596
40.| Available-for-sale financial assets 1,141,088,523 1,183,203,314
60.| Amounts due from banks 135,020,810 108,265,669
70.| Amounts due from customers 2,780,430,973 2,960,577,817
100.| Equity investments 1,375,248 1,375,248
110.| Tangible assets 27,432,906 27,837,184
120.| Intangible Assets 10,413,957 10,715,465
of which: goodwill 8,458,447 8,458,447

130.| Tax assets 67,833,206 53,061,568
a) current 6,055,136 -

b) prepaid 61,778,070 53,061,568

bl) of which as per Italian Law No. 214/2011 54,248,442 50,496,231

150.| Other assets 41,101,338 36,461,165
Total assets 4,218,379,408 4,395,191,016

LIABILITIES AND SHAREHOLDERS' EQUITY

(in units of Euro)

Liabilities and shareholders’ equity items 31 Dec. 2015 | 31 Dec. 2014

10.| Amounts due to banks 621,160,228 652,259,958
20.| Amounts due to customers 2,159,345,043 2,033,694,907
30.| Securities issued 965,560,717 1,221,046,620
40.| Financial liabilities held for trading 50,800 214,737
80.| Tax liabilities 2,978,920 13,399,256
a) current 877,216 11,578,458

b) deferred 2,101,704 1,820,798

100.| Other liabilities 70,012,330 68,116,274
110.| Employee leaving indemnities 5,165,314 5,961,818
120.| Provisions for risks and charges 1,882,734 1,318,078
b) other provisions 1,882,734 1,318,078

130.| Valuation reserves (3,750,897) 2,709,246
160.| Reserves 53,972,240 47,060,415
170.| Share premium reserve 235,405,236 235,405,236
180.| Share capital 107,390,481 107,390,481
190.| Own shares (-) (8,855,573) (7,392,904)
200.| Profit (Loss) for the year (+/-) 8,061,835 14,006,894
Total liabilities and shareholders’ equity 4,218,379,408 4,395,191,016




INCOME STATEMENT  (in units of Euro)

ltems 31 Dec. 2015 31 Dec. 2014
10.| Interest income and similar revenues 108,968,327 132,701,023
20.| Interest expense and similar charges (54,257,070) (72,164,558)
30.| Interest margin 54,711,257 60,536,465
40.| Commission income 30,179,887 27,103,834
50.| Commission expense (3,400,854) (3,370,712)
60.| Net commission 26,779,033 23,733,122
70.| Dividends and similar income 1,415,397 776,823
80.| Net profit (loss) from trading activities 541,189 628,837

100.| Profit (loss) from disposal or repurchase of: 36,920,693 67,629,713

a) loans and receivables (1,065,620) -
b) available-for-sale financial assets 38,570,070 69,338,539
d) financial liabilities (583,757) (1,708,826)
120.| Net interest and other banking income 120,367,569 153,304,960
130.| Net value adjustments/write-backs for impairment of (49,259,857) (76,408,641)
a) loans and receivables (46,178,385) (71,345,698)
b) available-for-sale financial assets (2,989,195) (3,211,093)
d) other financial transactions (92,277) (1,851,850)
140.| Net profit (loss) from financial operations 71,107,712 76,896,319
150.| Administrative expenses: (69,903,437) (63,653,446)
a) payroll and related costs (34,295,103) (33,369,707)
b) other administrative expenses (35,608,334) (30,283,739)

160.| Net allocations to provisions for risks and charges (928,168) (562,000)

170.| Net value adjustments/writebacks on tangible assets (1,590,129) (1,697,261)

180.| Net value adjustments/writebacks on intangibletasse (766,693) (817,304)

190.| Other operating income/expense 13,183,925 13,748,023

200.| Operating costs (60,004,502) (52,981,988)

210.| Gains (Losses) on equity investments (129,760) -

240.| Gains (Losses) on disposal of investments 11,728 7,563

250.| Profit (Loss) from operations gross of taxation 10,985,178 23,921,894

260.| Income taxes for the year on current operations (2,923,343) (9,915,000)

270.| Profit (Loss) from operations net of taxation 8,061,835 14,006,894

290.| Profit (loss) for the year 8,061,835 14,006,894




STATEMENT OF COMPREHENSIVE INCOME

ltems 31 Dec. 2015 31 Dec. 2014

10.| Profit (loss) for the year 8,061,835 14,006,894

Other income components net of taxation without regrsal

. 216,683 (503,849)
to income statement

40.| Defined benefit plans 216,683 (503,849)

Other income components net of taxation with reveid to

. (6,676,826) 5,729,879
income statement
100.| Available-for-sale financial assets (6,676,826) 5,729,879
130.| Total other income components net of taxation (6,460,143) 5,226,030

140.| Comprehensive income (Item 10+130) 1,601,692 19,232,924




STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY AS OF 31 DECEMBER

2015

Allocation of result for

previous year

Changes during the year
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Share capital: 107,390,481 -| 107,390,481 - - - - - - - - -| 107,390,481
a) ordinary shares 107,390,481 4 107,390,481 - - - - - - - - -| 107,390,481
b) other shares - - - - - - - - - - - - -
Share premium reserve |235,405,236 -| 235,405,236 - - - - - - - - -| 235,405,236
Reserves: 47,060,415 {1 47,060,415 6,911,505 - 320 - - - - - -| 53,972,240
a) income-related 50,152,507 -4 50,152,507 6,911,505 - 320 - - - - - -| 57,064,332
b) other (3,092,092) -| (3,092,092) - - - - - - - - -l (3,092,092)
\Valuation reserves 2,709,246 4 2,709,246 - - - - - - - -| (6,460,143)| (3,750,897)
Capital instruments - - - - - - - - - - - - -
Own shares (7,392,904) -l (7,392,904) - - - -1(1,462,669) - - - -l (8,855,573)
Profit (Loss) for the year | 14,006,894 -| 14,006,894|(6,911,505)|(7,095,389) - - - - - -| 8,061,835 8,061,835
Shareholders’ equity 399,179,368 -| 399,179,368 -/(7,095,389) 320 -/(1,462,669) - - -| 1,601,692 392,223,322




STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY AS OF 31 DECEMBER 2014

Allocation of result for
previous year

Changes during the year
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Share capital 107,390,481 -| 107,390,481 - - - - - - -1 107,390,481
a) ordinary shares 107,390,481 -4 107,390,481 . - - - - - - 107,390,481
b) other shares - - - - - - - 4 B i _
Share premium reserve 235,405,236 - 235,405,236 - - - - - - -| 235,405,236
Reserves 43,670,167 - 43,670,167 3,389,973 . 275 - - - -| 47,060,415
a) income-related 46,762,259 - 46,762,259 3,389,973 . 275 - - - - 50,152,507
b) other (3,092,092) 1 (3,092,092 - - - - - - - (3,092,092)
\Valuation reserves (2,516,784) 41 (2,516,784) . - - - - -l 5,226,030 2,709,246
Capital instruments - - - - - - - - - - -
Own shares (5,664,305) -l (5,004,305) - - - - (1,728,599) - - (7,392,904)
Profit (Loss) for the year 7,685,141 - 7,685,141| (3,389,973)| (4,295,168) - - - -l 14,006,894 14,006,894
Shareholders’ equity 385,969,936 -| 385,969,936 -| (4,295,168) 275 - (1,728,599) - - 19,232,924| 399,179,368
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CASH FLOW STATEMENT

Amount
Indirect method 31 Dec. 2015 31 Dec. 2014
A. OPERATING ACTIVITIES
1. Operations 75,677,087 101,070,504
-profit (loss) for the year (+/-) 8,061,835 14,006,894
-net value adjustments/writebacks for impairment (+/-) 52,894,493 76,408,642
- value adjustments/write-backs to tangible and intangible fixed assets (+/-) 2,356,822 2,514,565
- net allocations to provisions for risks and charges and other costs/revenues (+/- 928,168 562,000
-unpaid taxes and dues (+) 2,923,343 9,915,000
- other adjustments (+/-) 8,512,426 (2,336,597)
2. Liquidity generated/(absorbed) by financial assets 110,543,253 (214,905,536)
- financial assets held for trading 72,086 11,702
- available-for-sale financial assets 28,123,362 (172,174,631)
- amounts due from banks: on demand (9,257,908) 5,973,477
- amounts due from banks: other (17,489,120) 226,609
- amounts due from customers 128,417,125 (49,753,577)
- other assets (19,322,292) 810,884
3. Liquidity generated/(absorbed) by financial liabilities (175,820,539) 120,361,811
- amounts due to banks: on demand (31,099,730) (3,338,263)
- amounts due to banks: other (1,927,431) 72,932,844
- amounts due to customers 124,965,253 88,749,557
- securities issued (259,408,755) (12,896,115)
- financial liabilities held for trading (163,937) (182,971)
- other liabilities (8,185,939) (24,903,241)
Net liquidity generated/(absorbed) by operating activities 10,399,801 6,526,779
B. INVESTMENT ACTIVITIES
1. Liquidity generated by - -
- sales of tangible assets - -
2. Liquidity absorbed by (1,780,796) (1,569,800)
- purchases of equity investments (129,760) -
- purchases of tangible assets (1,185,851) (1,225,386)
- purchases of intangible assets (465,185) (344,414)
Net liquidity generated/(absorbed) by investment activities (1,780,796) (1,569,800)
C. FUNDING ACTIVITIES
- issues/purchases of own shares (1,462,669) (1,728,599)
- issues/purchases of capital instruments - -
- dividends paid and other allocations (7,095,389) (4,295,168)
Net liquidity generated/(absorbed) by funding activities (8,558,058) (6,023,767)
NET LIQUIDITY GENERATED/(ABSORBED) DURING THE YEAR 60,947 (1,066,788)
KEY (+) generated (-) absorbed
RECONCILIATION
Financial statement items 31 Dec. 2015 31 Dec. 2014
Cash and cash equivalents at the beginning of the year 13,512,990 14,579,778
Total net liquidity generated/(absorbed) during the year 60,947 (1,066,788)
Cash and cash equivalents: effect of the change in exchange rates - -
Cash and cash equivalents at the end of the year 13,573,937 13,512,990
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EXPLANATORY NOTES

Part A — Accounting standards
Al - General section

Section 1 — Statement of compliance with the intational
accounting standards

The financial statements for the year ended 31 Dbee 2015 have been drawn up in accordance
with the international accounting standards isduethe International Accounting Standards Board
(IASB) and approved as of the date of the draftihthe statements, illustrated in point A.2 below.
The statements also been drawn up in accordande th# related interpretations of the
International Financial Reporting Interpretationn@uittee (IFRIC) and Circular No. 262 dated 22
December 2005 of the Bank of Italy, up-dated as5aDecember 2015, issued on the basis of the
authorisation contained in Italian Legislative DexiNo. 38/2005 which acknowledged in Italy EU
Regulation No. 1606/2002 regarding internationabaating standards.

Circular No. 262 contains the formats of the finahstatements, the compilation rules and the
content of the explanatory notes.

Reference is also made to the “systematic framevarkhe preparation and presentation of the
financial statements” (so-called framework).

Recourse was not made to the departure laid dowhrtigle 5.1 of Italian Legislative Decree No.
38/2005.

Section 2 — Basis of presentation

The financial statements comprise the balance shewiome statement, statement of
comprehensive income, statements of changes ielsblders’ equity, statement of cash flows and
the explanatory notes and are also accompanieddineators' report on operations.

As per Atrticle 5 of Italian Legislative Decree N#88/2005, the financial statements are drawn up

using the Euro as the reporting currency. The atsopresented in the financial statements are

expressed in Euro, while the figures in the explaryanotes are expressed in thousands of Euro.

The financial statements and the explanatory natesent the corresponding comparative balances

as at 31 December 2014 in addition to the amowntthé reporting period.

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

statements involved:

1) The business as a going-concern: the finan@agtments have been drawn up with a view to the
bank continuing its business activities for theekmeable future, therefore the assets, liabilities
and “off-balance sheet” transactions have beenedbhccording to functioning values.

The possible foreseeable future examined is thathwdmerges from all the available information
used for the drafting of the strategic plan. Furntinere, in relation to the activities carried out,
taking into account all the risks which are anatdlyaed illustrated in other parts of the financial
statements, the Bank believes that it falls witte sphere of application of IAS 1 according to
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which when pre-existing profitable activities analsg access to financial resources exists, the
condition of the company as going-concern is appat@without carrying out detailed analysis.
When assessing the business as a going-concerrefdrences to IAS 1 contained in the joint
“Bank of Italy/Consob/ISVAP No. 2 dated 6 Februafp9” have been used.

2) Accruals accounting: revenues and costs aregnesed, regardless of the moment of their
monetary settlement, on the basis of economic atcamd according to the criterion of
correlation.

3) Financial statement presentation consisten@yptiesentation and classification of the items is
maintained from one year to the next for the puepo$ ensuring the comparability of the
information unless a change is requested by amnatienal Accounting Standard or by an
Interpretation or it is clear that another presgomaor classification is more appropriate in terms
of relevancy and reliability for the representatminthe information. When the presentation or
classification of the financial statement items baen changed, the comparative amounts are
reclassified, where possible, also indicating tatire and the reasons for the classification.

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

5) Predominance of substance over form: the tréiosscand other events are recognised and
represented in compliance with their economic st and entity and not only according to
their legal form.

6) Offsetting: assets, liabilities, costs and rexemare not offset unless this is required or pgezthby an International
Accounting Standard or by an interpretation os g&xpressly envisaged by the financial statemgouks for banks.

7) Comparative information: the comparative infotima is provided for the previous period for
all the data reported in the financial statemenith whe exception of when an International
Accounting Standard or Interpretation permit otheew The commentary and descriptive
information is also included when this is signifitdor a better comprehension of the related
annual financial statements.

Recourse to estimates and appraisals

The drawing up of the financial statements requieesurse to estimates and appraisals which may

have a significant impact on the balances in theroa sheet and income statement.

The use of appraisals and assumptions is more coigmeguired for:

- the quantification of the value adjustments taficial assets, loans, receivables and tangible and
intangible assets;

- the determination of the fair value of the finmanstruments to be used for financial statement
disclosure and the use of appraisal models forctideulation of the fair value of financial
instruments not listed on active markets;

- the appraisal of the fairness of the value ofdyat and the other intangible assets;

- the quantification of staff provisions and thevasions for risks and charges;

- the actuarial and financial hypotheses used lier determination of the liabilities linked to
defined-benefit plans for employees;

- the estimates and assumptions regarding the eegioiity of the deferred tax assets.



Banca Valsabbina cf 00283510171 — STOCK AND LIABILITY LEDGER AND
RECORD OF FINANCIAL STATEMENTS page 63 /2016

Reasonable estimates and assumptions are formudgteteans of the use of all the internal and
external information available and past experience.

The adjustment of an estimate further to changethencircumstances on which the same was
based or further to new information or, furtheH,séidditional experience, is applied on a forward
basis and therefore generates an impact on thenmstatement for the period in which the change
takes place and, possibly, on that relating tor&uears.

The appraisal process is made particularly compleonsideration of the current macro-economic
and market context, characterised by unusual leosklgolatility which can be seen on all the
financial balances decisive for the purposes ofdapgraisal and the consequent difficulty in the
formulation of performance forecasts, including rsfterm, relating to financial parameters which
significantly influence the values subject to estiion.

Section 3 - Events subsequent to the report refeeedate

During the period of time running between the refiee date of this report and its approval by the
Board of Directors on 2 March 2016, no events tptdce which led to an adjustment of the
approved figures at that time nor were there ampificant events which would require a

supplement to the disclosure provided.

Section 4 — Other aspects

Audit

The annual financial statements are subject totapdrsuant to Italian Legislative Decree No.
58/98, by BDO Italia S.p.A., in accordance with #ppointment granted for the 2011-2019 period
to said firm by means of shareholders’ resolutiated 9 April 2011. The audit report is published
in full, as per Article 135eptiesof Italian Legislative Decree No. 58/98.

Amendment of the accounting standards approved iy European Commission.

As already indicated in the disclosure accompanyiggfinancial statements as at 31 December
2014, to which reference is made, as from 1 JanR@ip the provisions as per the following EU
Regulations came into force:

"1[1No. 634/2014which introduced - on a mandatory basis as from201S financial statements -
the IFRIC 21 “Levies” interpretation, the aim of ieh is to provide a number of guidelines on the
method for accounting for the various taxes andekevnot falling within the taxation system
envisaged by IAS 12. In detail, specifications jarevided on: i) what is the binding event for the
recognition of the liabilities associated with ay€if, for example, the obligation to pay the levy
derives from the achievement of a minimum assedstiold or from the fact that the entity is
operative as of a specific future date; ii) wherahility relating to the payment of a levy must be
recognised,; iii) the effects of this interpretation the interim financial statements (former IAS
34).

With regard to 2015, this interpretation has besaduto define an accounting treatment of the
mandatory contributions to the deposit protectiod gesolution funds.

"1[JNo. 1361/2014which validated the “The 2011 — 2013 annual improgst cycle” with
amendments to documents IFRS 3, 13 and IAS 40.

The amendments concern the following accountingciples:

- IFRS 3Business Combinations — Scope exception for je@ntures
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The amendment clarifies that within the spherepgliaation of IFRS 3, the formation of all the
types of joint arrangement, as defined by IFRSd &xcluded.

- IFRS 13Fair Value Measurement.

The amendment clarifies that the exception as @&itan 48 of IFRS 13, relating to the possibility
of valuing the fair value of a net position (in tbeent there are financial assets and liabilitiegk w
positions offsetting the market risks or the credit), applies to all the agreements includechmn t
sphere of application of IAS 39 (and in the futwfelFRS 9) irrespective of the fact that they
satisfy the definition of financial assets or lighkes provided by IAS 32.

- IAS 40Investment Properties — Interrelationship betwdeR$ 3 and IAS 40

The amendment clarifies that IFRS 3 and IAS 40 alonmutually exclude one another and that, for
the purpose of determining whether the purchaserefil estate property falls within the sphere of
application of IFRS 3 or IAS 40, it is necessaryntake reference to the specific indications
provided by the respective standards. In fact,laati@n is necessary so as to determine whether
the acquisition of a real estate investment takethe form of the purchase of an asset, a group of
assets or even of business combination transaat@er IFRS 3.

Accounting standards/interpretations approved angpdicable on a mandatory

basis as from 2016

The Regulations approved by the European Commigshioimg 2015 or in previous years, whose
application will be mandatory as from 2016, artelisbelow.

* No. 2173 dated 24 November 2015 — IFRS 11 “Jairgangement”

The amendments to IFRS 11 establish the accoumtimgiples for the purchase of a “Joint
Operation” which represents a company activity ifieess), pursuant to IFRS 3;

* No. 2231 dated 2 December 2015 — IAS 16 “Progertiplant and machinery”, I1AS 38
“Intangible assets”

Clarifications are provided on the amortisation deg@reciation methods considered acceptable: in
detall, it is established that an amortisation/dejation method based on the revenues generated
by an activity which envisages the use of an dsssdt appropriate, since said revenues in general
reflect other factors besides the consumption ®@&itonomic benefits of the asset:

* No. 2343 dated 15 December 2015 — “2012 — 20hétal improvements cycle (IFRS 5, IFRS7
and IAS19, IAS 34)

The amendments introduced represent a number aficdéions aimed at sorting out some
inconsistencies or specifications of the methodtesl nature;

* No. 2441 dated 18 December 2015 — IFRS 27 “Sé&pérancial statements”

The possibility of applying the equity method israduced, described in IAS 28 “Investments in
associates and joint ventures”, for the purposagadgnising the investment in subsidiaries/joint
ventures/associates in the separate financiainsaits, in addition to the current options of cast o
fair value;

* No. 2406 dated 18 December 2015 — IAS 1 “Presientaf financial statements”

The amendment, entitled “Disclosure initiative” shtae objective of improving the efficacy of the
financial statement disclosure, encouraging theofislee professional opinion in the determination
of the disclosure to be provided, in terms of matgy and method of aggregation;s No. 29/2015
dated 17 December 2014 — IAS 19 “Employee benefits”

It clarifies the treatment of the contributions gdily the employees to defined benefit plans,
according to whether the amount of the contribigidepends or not on the number of years of
service.
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Accounting standards/interpretations issued by tHASB/IFRIC but not yet

approved

For the sake of complete disclosure, it is herabsealed that, as of the date of approval of this
report and limited to the case of potential impdbe IASB/IFRIC issued IFRS 9 “Financial
instruments” not yet approved by the European Union

By means of this publication, the process for #ferm of IAS 39 was completed, which is divided
up into the three stages of “classification and sneament”, “impairment”, and “hedge
accounting”. The review of the accounting regulasiéor macro-hedging (so-called macro hedging
accounting) remains to be finalised, and in retatio which the decision was made to launch a
separate project with respect to IFRS 9.

In a nutshell, the main innovations concern:

* the classification of the measurement of therfaia assets, based on the management method
(business model) and on the characteristics ofcttsh flows of the financial instrument, which
envisaged three accounting categories (amortissiy fear value with impact on income statement,
fair value with impact on an equity reserve - OtBemprehensive Income).

* the recognition of the so-called “own credit”, @ther the fair value changes of the liabilities
designated in fair value options attributable tocfliations in one’s credit worthiness, which,
according to the new standard, must be recognisacshareholders’ equity reserve, rather than the
income statement, as by contrast envisaged by BASh@refore eliminating a source of volatility
of the economic results which has become partiguarident in periods of economic-financial
crisis;

* recognition and registration of the hedging ielahips (hedge accounting), with the aim of
ensuring a greater alignment between an accountpgesentation of the hedges and the
underlying management logics (risk management);

* unique impairment model, to be applied to all fimancial assets not valued at fair value with
impacts on the income statement, based on a conteppected loss’ forward-looking expected
loss”™). The objective of this new approach is to ensureoeenmmediate recognition of the losses
with respect to the “incurred loss” model envisatpgdlAS 39, on the basis of which the losses
must be recognised if objective evidence of logseslue are noted after the initial recognition of
the asset.

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

- stage 1: to be valued on the basis of an expdatsdover one year. These are performing assets
for which a significant impairment has not beenarbbed with respect to the date of initial
recognition;

- stage 2: to be valued on the basis of the expéass over the residual life. These are performing
assets which have suffered a significant impairmetiit respect to initial recognition;

- stage 3: to be valued on the basis of the exgdows over the residual life, in that they are
considered as impaired.

The mandatory application of the standard is eg@daas from 1 January 2018.

During 2015, the Bank worked together with its outger for the necessary project activities
aimed at identifying the main areas of impact aefinthg the reference method framework for the
classification, measurement and impairment of thanicial assets. The analysis performed so far
has highlighted the loans area as that of greategact; the new impairment model in fact
envisages the need to measure the expected lassnlyofor impaired assets, but also for the
performing assets in relation to which a significempairment has taken place with respect to the
date of granting.

These impacts do not limit themselves to a probadaieease in the loan cost, necessarily linked to
the changeover from an “incurred” model to and ‘&tpd” model, but also refer to the
adjustments necessary in terms of procedures amckegses, organisational and IT, aimed at
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permitting the classification and monitoring of flbans between the various stages, as well as the
need to create robust estimation models of theuttgb@aobability over a timescale aligned to the
residual duration of the loans, capable - on the lmeind - of maximising the synergies with the
existing models and - on the other hand - alsorpm@ting “forward-looking” factors.

Statement of comprehensive income

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

The “Comprehensive income” expresses the chandetitbaequity has undergone in a financial
year deriving from both the business transactiohehvusually give rise to the profit/loss for the
year and from other transactions (e.g. valuatitm®ked to shareholders’ equity on the basis of a
specific accounting principle.

Comparability

The financial statements present the correspontbngparative balances as at 31 December 2014
in addition to the amounts for the reporting period

Further to in-depth analysis, the dividends coéldcin 2014 from Polis Fondi have been
reclassified from the income statement item “218inG (losses) on equity investments” to the item
“70. Dividends and similar income”.

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

1 - Financial assets and liabilities held for trailg

Recognition criteria

Initial recognition takes place as of the dateaiflement for securities and the date of subsompti
for derivatives. The recognition value is equathe purchase cost understood as the fair value of
the instrument. On the basis of IFRS 13 (Fair Valeasurement), in force as from 1 January
2013, the fair value is “the price which would lexgeived for the sale of an asset or would be paid
for the transfer of a liability in a regular tranian between market operators as of the valuation
date”, without considering the transaction costs l@venues relating to said instrument.

Classification criteria

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

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



Banca Valsabbina cf 00283510171 — STOCK AND LIABILITY LEDGER AND
RECORD OF FINANCIAL STATEMENTS page 67 /2016

Measurement criteria

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

Derecognition criteria

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

Recognition criteria for income components

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

2 - Available-for-sale financial assets

Recognition criteria

Initial recognition takes place as of the date eftlement for securities and the date of
disbursement for loans and receivables. At the timeitial recognition, these assets are recorded
at fair value, inclusive of the transaction costanzome directly attributable to said instrument.
Without prejudice to the exceptions envisaged b$ 139, transfers from the available-for-sale
portfolio to other portfolios and vice versa are possible.

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

Classification criteria

Available-for-sale financial assets include the qenivative financial assets which are designated
as available for sale or which are not classifisdiaans or receivables, investments held until
maturity or financial assets at fair value throygiofit and loss. This item also includes the
shareholdings not handled for trading purposesraapen to qualification as control, associated
or joint control-based and the units in stock &rehand real estate UCITs.

Measurement criteria

Subsequent to the date of initial recognition, mde-for-sale assets are measured at fair value
with recognition in the income statement of theueatorresponding to the amortised cost.

The determination of the fair value of the secesitis based on prices struck on active markets or
on internal measurement models generally usechanéial practice, as more fully detailed in the
specific section “fair value”.

The profits and the losses which emerge from thasmmements at fair value but which are not
realised, are booked to a specific equity resemee of the related taxation, until the moment that
the financial asset is sold or written down.

If an available-for-sale financial asset undergaepermanent loss in value (impairment), the
cumulative loss further to the previous measuremanfair value booked to shareholders’ equity
is stated in the income statement item “Net valdiegisiment for impairment of available-for-sale
financial assets”.
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Checking of the existence of impairment lossesherbiasis of objective evidence (impairment test)
is carried out at the time of each financial staeta closure or at the time of the drafting of the
interim statements.

For example, this circumstance applies in the egént

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

- occurrences which indicate an appreciable deer@ashe future cash flows of the issuer (the
general conditions of the local and national rafeeeeconomy in which the issuer operate fall
within this category).

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

impairment loss in correspondence with the follayvadditional negative events:

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

- a prolonged and significant decrease in thevi@ine under the purchase cost.

The Banks uses thresholds differentiated in refattothe hierarchy of the fair value to which the

instrument belongs (for the definition of the Fealue hierarchy adopted by the Bank, please see

section “A.4 Fair value disclosure”):

- in the event of shares and funds classified atllévef the FV hierarchy, the objective
evidence of loss is registered if the fair valuéoiser than the initial recognition value by
40% (significance) or if the fair value does notaal a value higher than the book price in
continuation for more than 18 months;

- in the event of shares and funds classified atldefeand 3 of the FV hierarchy, the
objective evidence of loss is registered if the Yalue is lower than the initial recognition
value by 30% (significance) or if the fair valueedmot reveal a value higher than the book
price in continuation for more than 18 months;

- in the event of government securities and bondsgteuer the hierarchy, the objective
evidence of loss is registered when there is avlveacy in the payment of capital/interest,
there are significant delays in the payment ofdapital/interest or if periods of grace are
granted and simultaneous renegotiations at ratesrlthan those paid by the market.

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

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

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

Derecognition criteria

The derecognition of the available-for-sale fina@heissets takes place when the contractual rights
on the cash flows of the assets in question expirghen further to disposal essentially all th&sis
and benefits relating to the same financial aggetransferred.

Recognition criteria for income components

If an available-for-sale financial asset is soldimposed of, the profits or losses up to that mime

which are not realised and booked to shareholdeygity, are transferred to the item “Profit /loss
from disposal of available-for-sale financial ass@t the income statement.

Any value writebacks on investments in debt inseata are stated in the accounts with a
matching balance in the income statement only isfuhiiteback may be objectively correlated to

an event which takes place after the loss due fmaimment has been booked to the income
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statement, within the limit of the value of the atrs®d cost which the financial assets would have
had in the absence of previous adjustments.

Writebacks on investments in equities, which carcteelated to an event that has taken place
after the impairment loss has been booked to thenme statement, should be recorded as a
matching balance under shareholders’ equity.

3 - Loans and receivables

These are recorded in the items “60 Amounts dum fbmnks” and “70 Amounts due from
customers”.

Recognition criteria

Initial recognition takes place as of the date isbdrsement on the basis of the related fair value
which corresponds to the amount disbursed, to mst® and banks, inclusive of costs and income
directly attributable to the same and which canlétermined as from the origin, irrespective of the
moment they were settled. All the charges which r@gayable by the debtor or which are
attributable to internal costs of an administratiature, are not included in the initial recogmitio
value. In cases were the net recognition valudeflban/receivable is lower than the related fair
value, due to the lower interest rate applied waipect to the market rate or that normally applied
to loans with similar features, the initial recdgm is made for an amount equal to the discounting
back of the future cash flows at a market rate ded difference between the fair value thus
determined and the amounts disbursed is bookedtlgi® the income statement in the interest
item.

This item, according to the pertinent commoditi@nposition, includes the loans subject to
securitisation transactions for which the requiretegequested by IAS 39 for the derecognition
from the financial statements does not exist.

Classification criteria

Loans and receivables include the amounts disbuosedstomers and banks, both directly and via
acquisition from third parties, which entail fixed in any case determinable payments, which are
not listed on an active market and which are nassified at inception under “Available-for-sale
financial assets”. Amounts receivable for repurelagreements are also included in this item.

Measurement criteria

After initial recognition, loans and receivableg amlued at “amortised cost”, equal to the initial
recognition cost, decreased / increased by thetatapgpayments, the value adjustments /
writebacks and the amortisation - calculated udimgy effective interest rate method - of the
difference between the amounts disbursed and thathwcan be repaid on maturity, attributable
typically to the costs / income booked directlyth® individual loan/receivable. The effective
interest rate is identified by calculating the rdtat makes the current value of the future flows o
the credit, in terms of capital and interest, eqoathe amount disbursed inclusive of the costs /
income attributable to the credit.

The amortised cost method is not used for loanssetmwief duration suggests that the effect of
application of the discounting back is negligiblehese loans and receivables are valued at
historical cost and the costs / income referrinthedsame are assigned to the income statement in
a linear manner over the contractual duration efdme. A similar approach is adopted for loans
and receivables without a definite maturity or ggbfo revocation.
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The loan book is subject to periodic measuremeltdast as of each annual financial statement or

interim closure, so as to identify and establisy alojective impairment losses.

This circumstance applies when it is envisagedtti@bank is not able to collect the amounts due,

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

-significant financial difficulties of the issuer the debtor;

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

-granting to the beneficiary of a concession/facilwhich the Bank has taken into consideration
mainly for economic or legal reasons relating te timancial difficulties of the same and which
otherwise it would not have granted,;

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

-the disappearance of an active market for thargg as a result of the financial difficulties tbfe
issuer;

-other elements which indicate an objective redactn the capacity of the issuer to generate
future cash flows sufficient for covering the caatiual commitments undertaken.

The “non-performing” category includes all the leaand receivables for which objective evidence
exists of a loss in value (non-performing, probat#éaults and positions past due by more than 90
days, as more clearly identified in part E, secionCredit risk, 2.4 - Impaired financial assats,
these explanatory notes), measured by the differeetween the book value and the current value
of the estimated future cash flows, discounted hat original effective interest rate of the
relationship. The cash flows envisaged take intoact the expected recovery timescales, the
estimated realisable value of any guarantees, disasmethe costs which it is deemed will be
incurred for the recovery of the loan exposure. Vhiation is analytical in type. The value
adjustment must be possible to quantify in a réiabanner and be correlated to actual and not
merely expected events.

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

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

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

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

produced by the Credit Rating System model andeitenate of the loss in the event of default
(Loss Given Default — LGD) taken from the histosietistical analysis of the performance of non-
performing and watchlist loans. The estimated takss into account the deterioration of the loans
as from the reference date, but whose entity lisngti known at the time of measurement, for the
purpose of taking the measurement model from thi®mof estimate loss to the notion of latent

loss.

This method has been adopted since it is convengghtthe measurement criteria envisaged by
the New Basel Agreement on capital requirements€Ba).

In the presence of loans to non-residents, theevafuthe same is adjusted on a forfeit basis in
relation to the difficulties in servicing the deiyt their countries of origin.

Derecognition criteria

The full or partial derecognition of the loan oceesable is recorded respectively when the same is
considered definitively unrecoverable, subject ankvuptcy proceedings or on any event after all
the debt collection procedures have been completed.
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Recognition criteria for income components

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

The original value of the loan or receivable ims¢ated if the reasons for the value adjustment
made cease to exist, recording the effects inrtbeme statement.

The amount of the losses due to full or partiakdegnition of a loan or receivable is recorded in
the income statement net of the write-downs preshomade.

Recoveries of amounts previously written down apeked to reduce the item “Net valuation
adjustments for impairment of loans and receivdbles

4- Hedging transactions

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

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

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

* hedging of the effects of an investment in fonecgirrency.

Recognition criteria

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

A relationship qualifies as hedging if all the @lling conditions are satisfied:

eat the start of the hedge there is a designatonfermal documentation of the hedge relationship,

the nature of the risk hedged and the risk objestpursued;

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

» the expected hedge is highly effective and candbiebly measured and the measurement is

carried out on an on-going basis.

Measurement criteria

The determination of the fair value of the derivatinstruments is based on prices taken from
organised markets or provided by qualified opesator models for the measurement of the options
or on models discounting back future cash flow$hegige is considered highly effective if, both at
the start and during its life, the change in thevalue or the cash flows of the element hedged ar
almost completely offset by the change in theValue or the cash flows of the hedging derivative,
or rather the effective results remain within ateimal between 80% and 125%.

Transactions are no longer considered hedging if:

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

* the derivative matures, is sold, terminated @reised;

* the element hedged is sold, has expired or mshrersed,;

* the hedging definition is revoked.

The ineffective part of the hedge is provided by difference between the change in the fair value
of the hedging instrument and the change in threvidue of the element hedged.

For the purposes of determining the efficacy oftiedge, both forecast and retrospective tests are
carried out, at least on closure of the finandialesnents.
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Derecognition criteria

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

Recognition criteria for income components

The change in the fair value of the hedging insentnin effective fair value hedges, is recorded in
the income statement item “90 Net profit (loss)nirbedging activities”. The changes in the fair
value of the element hedged, attributable to tek hedged with the derivative instrument, are
recorded in the income statement as matching bedate the change in the book value of the
hedged element.

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

5 - Equity investments

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

Classification criteria
The item includes the shareholdings in subsidiany associated companies and those subject to
joint control (joint ventures) or subject to thens@erable influence of the Bank.

Measurement criteria

Equity investments are carried at cost.

If evidence exists that the value of an equity staeent may have undergone a reduction, steps are
taken to estimate the recoverable value of saidstment, including the final disposal value and/or
other measurement elements, which are comparedtiétbook value of the equity investment. If
this is lower, the difference is booked to the meostatement under the item “Profits (losses) on
equity investments”.

If the reasons for the loss in value cease to éxititer to an event which has taken place after th
recognition of the drop in value, writebacks aredemaith booking to the income statement, in the
same item indicated above, up to the extent optheious adjustment.

Derecognition criteria

Equity investments are derecognised from the firsrstatements when the contractual rights to
the cash flows deriving from the same assets expirevhen the equity investment is sold
essentially transferring all the risks and benefttsociated with the same.

Recognition criteria for income components

In compliance with IAS 18, dividends are recogniggten the right of the shareholders to receive
the payment is established and, therefore, afterddie of adoption of the resolution by the
shareholders’ meeting of the company in which tieeholdings are held.
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6 - Tangible assets

Recognition criteria

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

The tangible assets are initially recognised atlpage cost, inclusive of accessory charges incurred
for the purchase and bringing onto stream of tisetas

As of first time adoption of the IAS/IFRS accoumgistandards, the exception envisaged by IFRS
1, Article 16 was availed of, opting for the mea&snent of the properties at fair value as the
replacement for cost as of 1 January 2005.

After this date, the cost model was adopted fomtieasurement of the properties.

Extraordinary maintenance costs which increasevdige of the asset, are allocated to the asset to
which they refer. Ordinary maintenance costs amkéd directly to the income statement.

Assets acquired under financial leases are recardedcordance with the matters envisaged by
IAS 17, which envisages the recording of the samseuthe balance sheet assets, as a matching
balance to the amounts due to the lessor, andalbelation of the depreciation over the estimated
useful life of the asset. The fees paid are bodkaeduce the debt for principal and in the income
statement under interest expense for the finagoi@ponent.

Leasehold improvement and incremental costs induaea result of a lease agreement on third
party assets which are expected to provide futeretits, are recorded in item “150 Other assets”
when they are not autonomously identifiable or sipla.

Classification criteria

Tangible assets include real estate propertiesl, lestallations, furniture and furnishings, and
other office equipment. These are assets instruahfrtthe supply of services.

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

Measurement criteria

Subsequent to initial recognition, the tangibleetssre measured at cost net of depreciation and
any write-downs for permanent losses in value (imnpant).

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

At the time of closing of the financial statemeftisa year or period and if there is any indication
that the asset may have been subject to a losalue,va comparison is made between the book
value of the asset and its recoverable value, gquidle fair value, net of any sales costs, and the
related value in use of the asset, understoodeastttrent value of the future flows originated by
the asset, whichever is the lower. Potential adjasts are recorded in the income statement.

Derecognition criteria

A tangible fixed asset is eliminated from the batasheet at the time of disposal or when the asset
is permanently withdrawn from use and in the case mo future economic benefits are expected
from its disposal.
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Recognition criteria for income components

Value adjustments are recognised in the incomersttt under item “170 Net value adjustments /
writebacks on tangible assets”.

The amortisation of leasehold improvements ancemental costs on third party assets takes place
on the basis of the contractual duration, a minimoin5 years, in relation to the physical
deterioration and the residual possible useful [ifeis is recorded in the income statement under
item “190 Other operating income / expense”.

7 - Intangible assets

Intangible assets comprise software for long-tesa, intangible assets linked to the valorisation of
dealings with customers (core deposits) and goddwil

Recognition and classification criteria

Intangible assets represented by software and usagees owned by the Bank are recognised in
the financial statements only if they respect thgursites of being autonomously identifiable or
separable, they will probably generate future eodnobenefits and the cost can be reliably
measured.

The core deposits were recognised in the conselidéhancial statements at the time of the
acquisition of Credito Veronese and, at the timéefincorporation, recorded in the 2012 financial
statements using the same criteria. They werenaligi recognised by means of the discounting
back of the flows representative of the profit ni@sgover a period which expresses the residual
duration, contractual or estimated, of the relaiops at the time of merger.

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

Measurement criteria

Intangible assets represented by software and uBegeces are recorded in the financial
statements at cost net of amortisation and perntatesses in value (impairment). The
amortisation is calculated systematically on aigitaline basis by means of technical-economic
rates representative of the residual possibilityséd of the assets. On closure of each accounting
period, the residual life is measured to checlattequacy.

Intangible assets represented by core depositaraetised on a straight-line basis over eight

years, a period which approximates the period ehaigr significance of the expected economic
benefits, as from 30 April 2011, date of acquisital control over Credito Veronese.

Goodwill is not amortised in consideration of itglefinite useful life, but it is subject to cheaogin

of the adequacy of the recognition value (impairtriest) at least once a year, generally at the time
of drafting of the annual financial statements amdany event on occurrence of events which

suggest that the asset has suffered a drop in.vAlevalue adjustments made to the goodwill,

even if in subsequent years the reasons they wade ease to exist, cannot be reinstated.
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Derecognition criteria
An intangible fixed asset is eliminated from thdabae sheet at the time of disposal or when its
use permanently ceases.

Recognition criteria for income components
Value adjustments are recognised in the incomersttt under item “180 Net value adjustments /
writebacks on intangible assets”.

8 — Current and deferred taxation

The items “tax assets” and “tax liabilities” in thmlance sheet contain tax receivables and
payables.

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

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

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

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

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

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

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

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

Tax assets and liabilities, as a rule, are recoaedhatching balances in the income statement,
except in the case that they derive from transastishose effects are attributed to shareholders’
equity, in which case they concern the calculatibthe specific valuation reserves.
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9 - Provisions for risks and charges

Provisions for risks and charges concern specifistsc and liabilities of a certain or probable
nature, the timing and extent of which cannot berteined as of the year end date. The allowance
to provisions for risks and charges is made exeéhgiwhen:

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

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

- a reliable estimate can be made of the amounteoblbtigation.

The amount of the allowance is represented by theeist value of the liabilities which it is
supposed will be incurred for discharging the ddtiign. If the time-related element is significant,
the provisions are discounted back using the cumearket rates. The effect of the discounting
back is recognised in the income statement, dgigtrease in the provision due to the passage of
time.

10 - Employee leaving indemnities (TFR)

On the basis of the international accounting stedgjathe employee leaving indemnity (TFR,
“trattamento di fine rapport”) is considered to te benefit subsequent to the employment
relationship” of a defined-benefit type, whose ‘eals determined by means of actuarial methods.
Consequently, the year end measurement of theinequestion is carried out on the basis of the
method of the benefits accrued using the unit tredithod envisaged (Projected Unit Credit
Method). This method envisages the discounting loft¢ke projection of the future outlays on the
basis of historic analysis, statistical and prolistit and the adoption of suitable demographic
technical bases. This makes it possible to caleule TFR accrued at a given date in an actuarial
sense, distributing the liability over all the yeaf estimated residual permanence of the workers
existing, and no longer as a liability to be setile the event the company ceases its activitied as
the balance sheet date, as envisaged by Italigsidagn.

The measurement of the TFR of the employees idedawut by an independent actuary in
compliance with the method indicated above.

Further to Italian Law No. 296 dated 27 Decembé&72@he portions of indemnity accrued up until
31 December 2006 remain with the company, whiled¢haccrued after are assigned to supplement
pension funds or the INPS treasury fund, at thecehof the employee. No actuarial calculations
have been made on these amounts, which take dartheof a defined-contribution plan, since the
Bank’s obligation vis-a-vis the employee ceases Wit payment of the accrued portions.

By means of the amendment of IAS 19, made by ELWLR&EgN No. 475 dated 5 June 2012, which
the Bank applies since the 2012 financial statesyeéhé actuarial gains and losses, which arise due
to changes or adjustments of the previous hyposhieseulated, including the effects of changes
in the discount rate, lead to a re-measurementhef TFR liability. They are booked to
shareholders’ equity under the valuation reservettérial gains/loss relating to defined-benefit
pension plans” and their booking to the incomeesta&int is no longer permitted.

Italian Law No. 190/2014 (2015 Stability Law) intieced the possibility for the workers to

directly perceive the portion of indemnity accruedhe month in their pay packet; in this case, the
booking of the cost to the income statement takasedirectly in the month of disbursement.

11 — Payables and securities issued
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The item represents the various forms of fundingléshed by the Bank: amounts due to banks,
amounts due to customers, bonds and certificatdeqdsits issued by the Bank.

Recognition criteria

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

Measurement criteria

After initial recognition, financial liabilities & measured at amortised cost, with a matching
balance in the income statement, using the effedtiterest rate method if the duration is more
than 12 months.

Financial liabilities lacking repayment plans areasured at cost.

Financial liabilities subject to hedging of therfaialue are subject to the same measurement
criteria as the hedging instrument, limited to jin change in the fair value, as from the moment
of designation of said hedge, with a matching badan the income statement.

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

Derecognition criteria

Payables and securities issued are cancelled fnenfirtancial statements when they mature, are
discharged or disposed of.

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

12 - Other information

Other assets

Item “150 other assets” includes the assets nobati@ible to the other balance sheet asset items. |
also comprises the expenses for leasehold impravismessentially involving the costs for

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

income and expense”.

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

Repurchase agreements and security lending transant

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

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

Foreign currency assets and liabilities

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

Upon initial recognition, foreign currency transans are measured in the reporting currency by
applying the exchange rate in force at the datbefransaction to the foreign currency amount.
Each time the financial statements are closediaiteegn currency items are measured as follows:

* monetary items are converted using the exchaatgeas of the closing date;

* non-monetary items valued at historical cost @yaverted using the exchange rate as of the
transaction date;

* non-monetary items valued at fair value are caedeusing the exchange rates as of the closing
date.

The exchange differences which derive from thdesatint of monetary elements or the conversion
of monetary elements at rates other than thosaitidliconversion, are recognised in the income
statement for the period in which they arise. Wiaegain or loss relating to a non-monetary
element is recognised under shareholders’ equigyekchange difference relating to this element
is also recognised under equity. By contrast, waegain or loss is recognised in the income
statement, the related exchange difference isratsmnised in the income statement.

Own shares

Issued shares repurchased are booked directly saghie shareholders’ equity. No gain or loss

deriving from the purchase, sale, issue or disehafghese instruments is recorded in the income
statement. Any amount paid or received for thessdruments is recognised directly under

shareholders’ equity.

A specific reserve is inscribed as envisaged bickr357ter of the Italian Civil Code.

Securitisations

All the securitisation transactions outstandingevearried out after 1 January 2004.

The loans assigned are not cancelled from the diahetatements if there is an essential retention
of risks and benefits, even if formally subjectwithout recourse transfer to a special purpose
vehicle. This takes place, for example, if the bamklerwrites a tranche of Junior securities or
similar exposures, in that it bears the risk ofitheal losses and, likewise, benefits from thaura

of the transaction.

Consequently, the loans appear in the financialestants as “Assets transferred and not
derecognised” in the presence of the funding reckivom the special purpose vehicle, net of the
securities issued by the same and subscribed byrainsferring bank. Similar representation
criteria, based on the predominance of substaneefovm, are applied for the recognition of the
economic balances.

Recognition criteria for income components
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Besides the matters illustrated in the basis o$gmtation, revenues are recognised when they are
received or in any event when it is probable thétre benefits will be received and these benefits
can be quantifiable reliably. In detail:

- interest on amounts due from customers and bianiassified under interest income and similar
revenues deriving from amounts due from banks arstiomers and is recognised on an accruals
basis. Default interest is recognised on an aceroasis and written down for the portion which is
deemed as non-recoverable;

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

- commission and interest received or paid relatmdinancial instruments is recognised on an
accruals basis.

The costs are recorded at the time they are indumeobservance of the criteria of correlation
between the costs and revenues which derive diractl jointly from the same transactions or
events. The costs directly attributable to the tassalued at amortised cost and which can be
determined as from inception, irrespective of tr@mant when they are settled, flow to the income
statement via application of the effective intenede. The costs which cannot be associated with
the revenues are immediately recognised in thenecstatement.

The losses in value are recognised in the incoatersent in the period they are noted.

Impacts deriving from the adoption of IFRS 9 “Finarial instruments”

IAS 8 "Accounting policies, changes in accountirstjraates and errors” envisages that significant
disclosure be provided so as to assess the possipbkrts on the financial statements deriving
from first time application of the new accountingurglards. Given the extent of the changes
envisaged by IFRS 9, in relation to which discleswas provided previously, the Bank launched -
together with the outsourcer Cedacri - the analgbibie processes and the organisational impacts
aimed at application of the standard. This anglygiven the extent of the changes, is still
underway, also because IFRS 9, in its new editi@s, not yet been approved by the European
Commission.

First time application is envisaged for 2018.

A.3 Disclosure on transfers between financial aspettfolios

The Bank has not carried out, either during the yeaer review or in the previous year, portfolio
reclassifications of financial assets from categprmeasured at fair value to categories measured at
amortised cost on the basis of the possibilitit®duced by EU Regulation No. 1004/2008 of the
European Commission.

In “rare circumstances” it permits the transfefinancial instruments allocated in the trading book
to other portfolios characterised by a differentamting method. This circumstance came about
during 2008, year in which due to the crisis whiwd affected the international markets, the
market values - no longer suitably expressing #wevialue of the financial instruments - had lost
significance and risked distorting the represeatatf the same in the financial statements of the
companies which apply the IAS, causing excessivetdltions in the income statement and on
shareholders’ equity.

A.3.1 Reclassified financial assets: book valuejrfaalue and
effects on comprehensive income
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During 2008, the Bank availed itself of the amendime IAS 39 issued on 13 October by the
IASB and assimilated in the EC Regulation 1004/2068lassifying securities for a total of Euro
286.9 million, from the FV&PL portfolio to the AFPRortfolio.
As of 31 December 2015, no reclassified secunBesained.

A.3.1 Reclassified financial assets: effects on goehensive
iIncome before transfer

A.3.3 Transfer of financial assets held for trading

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

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

A.4 Information on fair value

In December 2012, the European Commission approlelgdmeans of EU Regulation No.
1255/2012, the new IFRS 13 standard “Fair Valuevdeament”, in force as from 1 January 2013.
IFRS 13 defines the fair value as: “the price whiabuld be perceived for the sale of an asset or
would be paid for the transfer of a liability inr@gular transaction between market operators as of
the valuation date”.

When determining the fair value, IFRS 13 envisagéikerarchy of techniques for determining this
value for the purpose of maximising the reliabibiyd verifiability criteria (IFRS 13 section 72).
The concept of Fair Value Hierarchy (hereinafterHjVenvisages the classification of the
valorisations at fair value on the basis of thrdéiknt levels (Level 1, Level 2 and Level 3) in
decreasing order of observability of the input usedstimate the fair value.

The FVH envisages the following levels:

1. Listings taken from active markets (Level 1) flair value is provided by the prices listed on

active markets for assets and liabilities identtoathose subject to measurement (IFRS 13 section

76).

An active market is a market characterised by aimel and a frequency of trading such as to

provide information on the price on an on-goingi®@&RS 13 Enclosure A).

2. Methods of measurement based on observable tmpakameters (Level 2): the fair value is

determined starting from the observable inputstfier asset subject to measurement directly or

indirectly (IFRS 13 section 81).

The level 2 inputs include (IFRS 13 section 82):

- the listed prices on active markets of instrura@amparable to those subject to measurement;

- the listed prices on non-active markets of insints identical or comparable to those subject to
measurement;

- input, other than the prices, which can be olekrffor example: interest rates, return curves,
volatility, etc.);

- input deriving from or corroborated by observatlarket data.
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3. Methods of measurement based on non-observabketrparameters (Level 3): the fair value is
level 3 if the inputs used in the fair value measugnt techniques cannot be observed on the
market (IFRS 13 section 86).

When using the level 3 inputs, it is necessaryasier that the objective of the measurement is
to determine an exit price (transfer price) for tharket participant which holds the financial
instrument. The level 3 inputs must reflect the dtigpses of the Bank, with regard to the
undertakings which the market participants woulkepavhen assigning a price to the instrument
(IFRS 13 section 87).

The level 3 inputs are developed on the basiseb#st information available also with reference
to the information within the Bank.

Consequently, the information within the Bank mbetcorrected if available, without excessive
costs or efforts, proof that the market particigantll use different assumptions (IFRS 13 section
89).

The Fair Value Hierarchy assigns maximum prioritytihe use of level 1 inputs and minimum
priority to the use of level 3 inputs (IFRS 13 sawt72). Generally, when inputs belonging to
different levels are used for the measurement o$pacific assets or liability, the entire
measurement is classified in the same hierarctsf lewvhich the lower level input is classified if
deemed significant for the determination of the feilue in its entirety, as described in IFRS 13
section 73.

A measurement of the fair value, developed usimggtédthnique of the current value, could be
classified in level 2 or 3 depending on the sigaifit inputs for the entire measurement and the
level of these inputs (IFRS 13 section 74).

The assessment with regard to the significanc@eiriput, which determines the classification in
level 2 rather than level 3, requires the expressioan opinion by the assessor, which takes into
account specific factors of the asset or liability.

With regard to the financial instruments measuredhie financial statements at fair value, the
Board of Directors of Banca Valsabbina, with thdlatmoration of outside professionals, has
approved a “Fair Value Policy” which assigns maximpriority to the prices listed on active
markets and lower priority to the use of non-obable inputs, since they are more discretional, in
line with the fair value hierarchy indicated above.

In detail, the policy defines:

- the rules for the identification of the market dat@e selection/hierarchy of the information
sources and the price configurations necessary vadorising the financial instruments
contributed in active markets and classified inregpondence with level 1 of the fair value
hierarchy (“Mark to Market Policy”);

- the measurement techniques and the related inpameters in all the cases where it is not
possible to adopt the Mark to Market Policy (“Mdck Model Policy” for level 2 or 3 of the
hierarchy).

Mark to Market Policy

When establishing the fair value, the Bank useachdime it is available - information based on
market data obtained from independent sourcesg $ing considered the best indication of the fair
value. In this case, the fair value is the markdtep of the same instrument subject to
measurement, or rather without changes or recariing of the same instrument, which can be
gathered from the listings expressed by an actiagket (and classified in level 1 of the fair value
hierarchy). A market is considered active whentthasactions take place with a frequency and
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with sufficient volumes so as to provide usefubmmhation for the determination of the price on an
on-going basis (IFRS 13 Enclosure A).

As a rule, the following are considered to bewvaciarkets:

- the organised securities and derivatives markeits, the exception of the Luxembourg stock
market;

- certain OTC electronic trading circuits, if sdeciconditions exist based on the presence of a
certain number of contributors with proposals whieim be carried out and characterised by bid-
ask spreads, or by the difference between the ptigéhich the counterparty undertakes to sell the
securities (ask price) and the price at which dartakes to buy them (bid ask), contained within a
specific tolerance threshold;

- the secondary market of the UCIT units, expressethe official NAVs (Net Asset Value), on
the basis of which the issuing asset managemenpaammensures the settlement of the units
rapidly. In detail, these are harmonised open-e@dlly, characterised, per type of investment, by
high levels of transparency and liquidability.

Mark to Model Policy

If the “Mark to Market Policy” is not applicableud to the absence of prices directly observable
on markets considered to be active, it is necessamgsort to measurement techniques which
maximise the recourse to information available ba tarket, on the basis of the following
measurement approaches: recent transactions, dt@msa in similar instruments, equity
measurement methods, discounting back of future ttaws.

In detail:

- the debt securities are measured on the basieahethod involving the discounting back of the
estimated cash flows, appropriately correctedke tato account the issuer risk;

- the unlisted equities are measured with referéaadirect transactions on the same securities or
on similar securities observed over a suitable goemf time with respect to the date of
measurement, to the method of the market multiplesomparable companies and subordinately
to financial, income and equity measurement methods

investments in UCITs, other than the harmonisechagrel ones, are measured on the basis of the
NAVs made available by the fund administrator @ thanagement company. These investments
typically include private equity funds, real estpteperty funds and hedge funds.

A.4.1 Level 2 and 3 fair value: measurement techies and
inputs used

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

Classification in level 2 rather the level 3 isatatined on the basis of the possibility to obsenve
the market significant inputs used for the purpo$edetermining the fair value. A financial
instrument must be classified in its entirety irsiagle level; therefore, if inputs belonging to
different levels are used in the measurement tegcienithe entire measurement must be classified
in correspondence with the hierarchy level in whtisl lower level input is classified, if deemed
significant for the determination of the fair valingts entirety.

In the cases where the weight of the data whiclmataine observed is predominant with respect to
the overall valuation, the level assigned is “3”.

Fair value determined on the basis of level 2 input
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The following types of investment are normally ddiesed to be Level 2:

» equities not listed on active markets, measured:

- by means of the market multiples technique, makieference to a selected sample of
comparable companies with respect to that beingsured,;

- on the basis of recent transaction prices;

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

» debt securities, not listed on active marketselation to which the inputs, including the loan
spreads, can be traced from market sources (fangeainterest rates or curves of the returns
which can be observed at intervals commonly lisiteg)ied volatility and loan spreads);

» funds characterised by significant levels of tramspcy and liquidity, valorised on the basis of
the NAVs provided by the management company/fundiaidtrator, published weekly and/or
monthly.

Fair value determined on the basis of level 3 input

The following financial instruments are as a rubasidered to be level 3:

- hedge funds characterised by significant levéiliquidity and in relation to which it is deemed
that the valorisation process for the equity offilned requires, to a significant extent, a series o
assumptions and estimates. The measurement &afae is carried out on the basis of the NAV,
possibly corrected in order to take into accoustdbant liquidity of the investment, or rather the
interval of time running between the date of retjdes reimbursement and that of effective
reimbursement, as well as so as to take into a¢@uyninvestment exit commission;

- real estate property funds measured on the bathe last NAVs available;

- non-liquid share-based securities in relatiowkich recent or comparable transactions cannot be
observed, usually measured on the basis of theéyemoidel;

- non-liquid equities not traded on an active mgrkerelation to which the fair value cannot be
determined to a reliable extent according to thestneommon methods (in the first place, the
discounted cash flow analysis) stated at cost, iplgsadjusted to take into account any
significant decreases in value.

- debt securities characterised by complex findrsiaictures in relation to which sources not
publically available are as a rule used; thesenarebinding listings, also uncorroborated by
market proof;

- debt securities issued by parties undergoinghfira difficulties in relation to which management
must use its judgement in the definition of theoraxry rate, since significant prices which can be
observed on the market do not exist.
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A.4.2 Processes and sensitivity of the measurements

The measurement methods indicated above are psalydimplemented to take into account the
change in the observable elements (e.g. rates,emprices) and any significant change in the
credit and market risk of the financial assets edluvhich requires a change to the valuation
technique.

A.4.3 Fair value hierarchy

The Bank classifies the measurements at fair vafltlee financial assets and liabilities on the basi
of a level hierarchy which reflects the significanaf the inputs used in the measurements, whose
criteria has been stated previously.

A.4.4 Other information

Within the sphere of the financial assets and liigds, the IAS standards also include the amounts
due from banks and customers and the liabilities Wubanks and customers or represented by
securities.

With regard to on-demand / upon revocation depasiis loans, an immediate maturity of the
contractual obligations is undertaken coincidinghwvthe balance sheet date, and therefore their fair
value is approximate to the book value. Likewibe, hook value is adopted for short-term loans.
With regard to medium/long-term loans to customéng, fair value is obtained by means of
valuation techniques, discounting back the residoatractual flows to the current interest rates,
appropriately adjusted to take into account thelitre/orthiness of the individual borrowers
(represented by the probability of default andhmy éstimated loss in the event of default).

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

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

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

attributable to the risk hedged discounting baekrédated flow.

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

day of the period is adopted as fair value.

With regard to over the counter derivative consate market value as of the reference date is

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

contract:

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

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

The definition of the financial assets in the vasaisk categories is that envisaged in the current
Supervisory reports and in the internal provisiamich fix the rules for the transfer of the loans
and receivables within the sphere of the varicsis categories.

Reference is made to the recognition, classificatimeasurement and derecognition criteria
previously indicated for each financial stateme®aini as well as to Part E, section 1 - Credit risk,
2.4 Impaired financial assets in these explanatotgs.

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

Method for determining the amortised cost

The “amortised cost” of a financial asset or lidpilis equal to the initial recognition cost,
decreased / increased by the capital repaymengsydlue adjustments / writebacks and the
amortisation - calculated using the effective iest¢rrate method - of the difference between the
amounts disbursed and that which can be repaid amrity, attributable typically to the costs /
income booked directly to the individual loan/reedle.

The effective interest rate is the rate which egeal the current value of a financial asset or
liability to the contractual flows, for principahd interest, of the future payments or those reckiv
up until maturity or on the subsequent rate redatmn date.

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

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

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

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

The financial assets and liabilities traded undarkat conditions are initially recognised at their
fair value, which normally corresponds to the antquaid or disbursed inclusive of the transaction
costs and the directly bookable commission.

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

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

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

Methods for determining the losses in value on fim@al assets (impairment).
Reference is made to the impairment formalitiescawgd previously for each financial statement
item.

With reference to available-for-sale assets, thecess for the recognition of any impairments
envisages the checking of the presence of impairnmelcators and the determination of any
write-down.
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Quantitative information
A.4.5 Fair value hierarchy

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

Financial assets / liabilities measured at fair vale  [Total 31 Dec. 2015 Total 31 Dec. 2014
L1 L2 L3 L1 L2 L3
1. Financial assets held for trading 1 105 2 - 179 2
2. Financial assets measured at fair value - - - - - -
3. Available-for-sale financial assets 1,097,460859 | 28,912 | 1,162,184085 11,276

4. Hedging derivatives - - - - - -
5. Tangible assets
6. Intangible Assets - - - - -
Total 1,097,66110,964 | 28,914 | 1,162,181264 11,278
1. Financial liabilities held for trading - 51 - - 215
2. Financial liabilities measured at fair value - - - - - -
3. Hedging derivatives - - - - - -
Total - 51 - - 215
Key:

Ll=Levell L2=Level2 L3=Level 3

Shares issued by financial intermediaries for ELO@59 thousand are classified in FV Level 2 of
the “Available-for-sale financial assets”, valuedcerding to the price determined by the
shareholders’ meeting of the issuer or the prikeridrom the last significant transactions.

Again with regard to the AFS portfolio, FV Level f8r a total of Euro 28,912 thousand, includes

all the securities listed (with change) in thedaling table in section A.4.5.2 and concern:

- units of real estate mutual funds for Euro 26,9%8usand on the basis of price indications
provided by the issuer counterpart. On the basishefimpairment test, the capital losses
registered in the Asset Bancari | and IV funds hbgen booked to the income statement for
amounts, respectively Euro 71 and Euro 328 thoysandddition to the account transfer of
Euro 137 thousand previously booked to a negaéserve.

The other changes in the UCIT units classifiedewel 3 are in any event described in the table
which follows;

- shares for Euro 1,974 thousand, corresponding ¢ovdiuation of the holding held in Ubi
Leasing (valuation on the basis of the sharehdldmyaity as of 30 September 2015, with
impairment booked to the income statement).

The following took place during 2015:

- the shares held in Istituto Centrale Banche Popwalare disposed of for a total of Euro 1,767
thousand leading to an overall capital gain of Eu#51 thousand (of which Euro 267 thousand
already represented as of 31 December 2014 astavpasserve);

- additional holdings were acquired in the compaAnga sgr for Euro 1,588 thousand; steps were

taken to value the equity investment accordindheogrice (Euro 9.60 per share) deriving from the

significant transactions carried out towards the ehthe year which affected the company. Given
the change in the measurement method, steps weare ta reclassify this interest holding from

FV3 LV to FV2 LV in compliance with the policy adigu by the Bank; previously, the equity
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investment was measured according to the “portioshareholders’ equity” method (Euro 3,068

per holding as of 31 December 2014). The positieevaluation reserve thus increased by Euro
1,416 thousand to Euro 4,695 thousand;
- steps were taken to fully write down the sharglgl in CA.RIL.FE. further to the “Measure for the
write-down of shares and subordinated instrumestsied by the Bank of Italy in November 2015
after said intermediary had been subject to thekBgrResolution process.

A.4.5.2 Changes during the year in financial asseteasured at
fair value on a recurrent basis (level 3)

Financial
Financial asset assets Avaﬂablg-for—_ Hedging Tangible Intangible
held for trading mEEEEe Bl flnanCIaderivatives assets assets
at assets
fair value
1. Opening balances 2 11,276
2. Increases 102 - 25,057 -
2.1 Purchases 101 23,875
2.2 Profits booked to: - 1,182 -
2.2.1 Income statement - 1,155 -
- of which: Capital gains 1,155
2.2.2 Shareholders’ equity 27 -
2.3 Transfers from other levels - - -
2.4 Other increases 1 - -
3. Decreases 102 7,421 -
3.1 Sales 102 1,864 -
3.2 Reimbursements - - -
3.3 Losses booked to: 1,997 -
3.3.1 Income statement 1,942
- of which: Capital losses - -
3.3.2 Shareholders’ equity 55 -
3.4 Transfers to other levels - 3,558 -
3.5 Other decreases - 2
4. Closing balances 2 28,912 -
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Breakdown of financial assets measured at fair vakion a recurrent basis (Level 3) - AFS portfolio

Bonds Shares Mutual funds
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1. Opening balances 98 2,026 1,491 [1,810 |613 160 679 1,036 2,363 1,000 - - 11,276
2. Increases 1 - - 1,588 1,154 - - - 3,837 27 11,350 7,100 25,057
2.1 Purchases - - - 1,588 |- - - - 3,837 - 11,350 7,100 23,875
2.2 Profits booked to: 1 - - - 1,154 - - - - 27 - - 1,182
2.2.1 Income statement 1 - - - 1,154 - - - - - - - 1,155
- of which: Capitg
gains 1 - - - 1,154 |- - - - - - - 1,155
2.2.2 Shareholders’ equity | - - - - - - - - - 27 - - 27
2.3 Transfers from othg
levels - - - - - - - - - - - - -
2.4 Other increases - - - - - - - - - - - - -
3. Decreases 99 52 1,491 3,398 |1,767 |160 55 71 328 - - - 7,421
3.1 Sales 97 - - - 1,767 |- - - - - - - 1,864
3.2 Reimbursements - - - - - - - - - - - - -
3.3 Losses booked to: - 52 1,491 |- - - 55 71 328 - - - 1,997
3.3.1 Income statement - 52 1,491 |- - - - 71 328 - - - 1,942
- of which: Capitg
losses - - - - - - - - - - - - -
3.3.2 Shareholders’ equity | - - - - - - 55 - - - - - 55
3.4 Transfers to other levels - - - 3,398 |- 160 - - - - - - 3,558
3.5 Other decreases 2 - - - - - - - - - - - 2
4. Closing balances - 1,974 - - - - 624 965 5,872 1,027 11,350 7,100 28,912

(1) security transferred from level 3 to level 2thé time of the year-end measurement carried ocording to the method

transactions

(2) securities transferred from level 3 to leveltthe time of listing on the ordinary stock market

of the price originatingnfresecent and significant
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The previous table shows the change during theigdle securities with level 3 fair value.
The change in “financial assets held for tradirghot significant and therefore presents a more or

A.4.5.3 Changes during the year in financial lialiies

measured at fair value on a recurrent basis (lege)
The bank has not issued any financial liabilitiesasured at fair value.

A.4.5.4 Assets and liabilities not measured at faialue or
measured at fair value on a non-recurrent basis:dakdown by

fair value level

Assets/liabilities not measured at fair value or 31 Dec. 2015 31 Dec. 2014
measured at fair value on a non-recurrent basis BV L1l L2 L3 BV L1l L2 L3
1. Financial assets held to maturity - -] - - -l -] - -
2. Amounts due from banks 135,021 - 135,021 108,266 - -| 108,266
3. Amounts due from customers 2,780,431 - 12,925,203 2,960,578 - - 13,140,820
4. Tangible assets held for investment purposes - - - -] - -
5. Non-current assets held for sale and discoatinu
operations - - - -] - -
Total 2,915,452 -| - | 3,060,224 3,068,844 - | - | 3,249,086
1. Amounts due to banks 621,160 - 621,160 652,260 - - 652,260
2. Amounts due to customers 2,159,345 - | 2,159,345 2,033,695 - - | 2,033,695
3. Securities issued 965,561 - 961,875 1,221,047 - - 11,221,047
4. Liabilities associated with assets held foe said
discontinued operations - - - -] - -
Total 3,746,066 - | 3,742,380 3,907,004 - | - | 3,907,002

A.5 Information on the so-called “day one profit/gs”
This section is not drawn up since there were aastctions of this type.
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Part B: Information on the Balance sheet

Assets

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

1.1 Cash and cash equivalents: breakdown

Items/Amounts Total 31 Dec. 2015 Total 31 Dec. 2014
a) Cash 13,574 13,513
b) On demand deposits with Central Bank - -
Total 13,574 13,513

The item “Cash” includes the balances of coins lbawknotes care of the branch accounts, cash
point machines and the centralised account. Foreggrknotes amount to Euro 338 thousand. At
year end, there were no on-demand deposits witlBémk of Italy. The Compulsory Reserve is
recorded in item “60 Amounts due from banks”.

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

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

2.1 Financial assets held for trading: breakdown bype of instrument

Total 31 Dec. 2015 Total 31 Dec. 2014
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3

Items/Amounts

A On-balance sheet assets

1. Debt securities - 4 - - i

1.1 Structured securities - - - i i

1.2 Other debt securities - - - i i

2. Equities 2 - 2 - - 2
3. UCIT units - - - - . -

4. Loans - - - - -

4.1 Repurchase agreements - - - - i

4.2 Other - - - - -

Total A 2 - 2 - - 2

B Derivative instruments

1. Financial derivatives - 105 - - 179

1.1 trading - 105 - - 179

1.2 associated with the fair value option - - - - -

1.3 other - - - - -

2. Credit derivatives - - - - i

2.1 trading - - - - -

2.2 associated with the fair value option - - - - -

2.3 other - - - - -

Total B - 105 - - 179

Total (A+B) 2 105 2 - 179 2
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“Derivative instrument” financial assets for tragiare made up of:

- with regard to level 2, Euro 92 thousand in foredgmrency forward transactions, whose value
is matched by liability item 40 “Financial liabigs held for trading”. The book amount
“intrinsic value” is the expression of a notionallwe of the transactions equating to Euro 3,726
thousand,;

- again with regard to level 2, Euro 13 thousand dpéire intrinsic value referring to hedges of
foreign currency transactions carried out by thenlBawith a notional value of Euro 272
thousand.

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

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

2.2 Financial assets held for trading: breakdown bdgbtor/issuer

Items/Amounts Total 31 Dec. 2015 Total 31 Dec. 2014

A. On-balance sheet assets

1. Debt securities - -

a) Governments and Central Banks - -

b) Other public bodies - -

c) Banks -

d) Other issuers

N |

2. Equities

a) Banks

NN (D
N [

b) Other issuers:

- insurance companies - -

- financial companies -

- non-financial companies 2 2

- others - -

3. UCIT units - -

4. Loans - -

a) Governments and Central Banks - -

b) Other public bodies - -

c) Banks - -

d) Other parties - -

Total A 4 2

B. Derivative instruments

a) Banks - fair value 93 130

b) Customers - fair value 12 49

Total B 10§ 179

Total (A+B) 109 181
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Section 3 - Financial assets measured at fair valukem 30

This section, intended to recognise financial asdesignated at fair value with the valuational
results recorded in the income statement on this bashe faculty acknowledged by IAS 39 (so-

called “fair value option”), is not drawn up sinitee Bank does not hold financial assets classified
as such.

Section 4 - Available-for-sale financial assetstein 40

Available-for-sale financial assets (debt secuwsijtiequities, units of mutual investment funds -
UCIT - etc.), valued at year end using the fairuealith matching balance in the shareholders’
equity valuation reserves, are classified in ttami

4.1 Available-for-sale financial assets: breakdowmg type of instrument

Total 31 Dec. 2015 Total 31 Dec. 2014
ltems/Amounts
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3

1. Debt securities 905,849 - - 1,040,388 2,055 98
1.1 Structured securities - - - - - -
1.2 Other debt securities 905,849 - - 1,040,388 2,055 98
2. Equities 146 10,859 5,632 - 4,03( 9,758
2.1 Measured at fair value 146 10,859 1,974 - 4,030 6,100
2.2 Measured at cost - - 3,658 - - 3,658
3. UCIT units 191,665 - 26,938 121,796 - 5,078
4. Loans r - - - - -
Total 1,097,660 10,859 32,570 1,162,18 6,08 14,934

The portfolio of available-for-sale financial assatcludes:

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

- units of mutual investment funds (UCIT);

- equities including the interests held for long-tanmestment, a list of which is included in the
report on operations.

FV level 3 includes Euro 3,658 thousand in unlistedres maintained at cost, in the absence of

manifestations of risk which require a differentuaion.

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

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



Banca Valsabbina

cf 00283510171 —

STOCK AND LIABILITY LEDGER AND

RECORD OF FINANCIAL STATEMENTS page 94/ 2016
4.2 Available-for-sale financial assets: breakdowg debtor/issuer

Iltems/Amounts Total 31 Dec. 2015 Total 31 Dec. 2014
1. Debt securities 905,849 1,042,541
a) Governments and Central Banks 9085,849 1,040,389
b) Other public bodies - -
c) Banks - 2,152
d) Other issuers - -
2. Equities 16,637 13,78¢
a) Banks 3,607 6,134
b) Other issuers 13,03( 7,654
- insurance companies - -
- financial companies 9,254 3,864
- non-financial companies 3,176 3,790
- others - -
3. UCIT units 218,603 126,874
4. Loans - -
a) Governments and Central Banks - -
b) Other public bodies - -
c) Banks - -
d) Other parties - -
Total 1,141,089 1,183,203

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

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

Section 5 - Financial assets held to maturity - me50
This section is not drawn up because the Bank doekold any financial assets classified as thus.
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This item includes the unlisted financial

assetse dfrom banks,

classified
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in the

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

6.1 Amounts due from banks: breakdown by type aftmment

Total 31 Dec. 2015 Total 31 Dec. 2014
Transaction type/Balances EV FvV EV EV EV EV
BV Level 1 | Level 2 | Level 3 BV Level 1 | Level 2 | Level 3
A. Loans and receivables due from
Central Banks 23,442 - 13,789 - -
1. Time deposits - - -
2. Compulsory reserve 23,442 - 13,789 - -
3. Repurchase agreements - - - -
4. Other - - - -
B. Amounts due from banks 111,579 - 94,477 - -
1. Loans 75,068 - 56,690 - -
1.1 Current accounts and
unrestricted deposits 16,942 - 7,822 - -
1.2. Time deposits 51,801 - 48,245 - -
1.3. Other loans: 6,285 - 623 - -
- Repurchase agreements
receivable - - - -
- Finance leases - - - - -
- Other 6,23b - 623 - -
2. Debt securities 36,511 - 37,787 - -
2.1 Structured securities - - - - -
2.2 Other debt securities 36,511 - 37,787 - - -
Total 135,021 - 135,021 108,266 - -| 108,266

The balances recorded in this item have not bebjeduto impairment because they are deemed
to be fully recoverable considering the duration tbé investment and the quality of the
counterparts.

Just the balance of the Compulsory reserve, amaytdi Euro 23,442 thousand, is recorded under

amounts due from Central banks.

The aggregate of amounts due from banks is made fglows:

- current accounts and unrestricted deposits, Wwildboth Italian and foreign banks, for amounts
in Euro totalling Euro 7,031 thousand and amoumturrency for Euro 9,911 thousand;

- time deposits, held with Italian banks for EUEEDO thousand and foreign banks for Euro 6,891
thousand,;

- other loans for Euro 6,235 thousand;

- debt securities, issued by banking counterpart&éiro 36,511 thousand.

The tables “6.2 Amounts due from banks: subjechitcro hedge” and “6.3 Financial leases” are
not drawn up due to the absence of such transaction



Banca Valsabbina cf 00283510171 STOCK AND LIABILITY LEDGER AND
RECORD OF FINANCIAL STATEMENTS page 96 /2016

Section 7 - Amounts due from customers - Item 70

This section includes unlisted financial assetsfdum customers classified in the
“loans/receivables” book.

7.1 Amounts due from customers: breakdown by typestrument

Total 31 Dec. 2015 Total 31 Dec. 2014
Transaction type/Balances Book value . Fair value Book value . Fair value
Impaired Impaired
Unimpair Acqui | Other L1 | L2 L3 Unimpair Acqu| Other L1 | L2 L3
ed ed .
red ired
2,391,804 -| 388,627 - - -12,577,141 -| 383,437 - - -
1. Current accounts 459,2P5 -| 84,312 - - - 544,851 -| 87,783 - - -
2. Repurchase agreements
receivable - - - - - - - - - -
3. Mortgage loans 1,604,258 294,982 - - -1 1,641,173 -| 282,421 - -
4. Credit cards, personal loan
and salary-backed loans 3,529 - 547 -| - - 2,893 - 600 -| -
5. Financial leases - - - - - - - - - - -
6. Factoring - - - - - - - - -
7. Other loans 324,722 - 8,786| - - - 388,224 -| 12,633 - -
Debt securities - - - - - - - - - - -
8. Structured securities - - - - - - - - - - -
9. Other debt securities - - - - - - - - - - -
Total | 2,391,804 -| 388,627 - -1 2,925,203 2,577,141 -| 383,437 - -| 3,140,820

Amounts due from customers are stated net of \adijiesstments.

Financial statement legislation envisages that amsodue from customers are stated in separate
columns with distinction between performing and a@ined, on the basis of their technical form;
purchases of impaired loans have not been madeipdriod under review or the past.

The impaired exposures include positions classeedon-performing, probable defaults and past
due impaired loans as more fully illustrated int@ganof these explanatory notes. Section 1 - Credit
risk

The Fair Value column show the value of the expesun the basis of the rates applied to the
individual transactions and the duration of thenkadiscounting back on the basis of the
outstanding curve of the market rates.

Other loans include the cash management transactuith central counterparties for Euro 80
million.

The additional value assigned to the loans origigatrom the absorbed Credito Veronese,
amounting originally to Euro 5,612 thousand, weuestanding as of 31 December 2015 for Euro
2,673 thousand, post amortisation for the periosbwarting to Euro 540 thousand booked to
decrease the interest income.
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7.2 Amounts due from customers: breakdown by deh$suer

Total 31 Dec. 2015 Total 31 Dec. 2014
Transaction type/Balances Impaired Impaired
. . - Unimpaired -
Unimpaired | Acquired | Other Acquired | Other

1. Debt securities: - - -
a) Governments - - -
b) Other public bodies - - -
c¢) Other issuers - - -
- non-financial - - -
- financial companies - - -
- insurance companies - - -

- others - - - - - -

2. Loans to: 2,391,804 -| 388,627 2,577,141 -| 383,437

a) Governments 1 - - - -

b) Other public bodies 20,611 - - 21,837 - -

c¢) Other parties 2,371,192 -| 388,627 2,555,304 -| 383,437

- non-financial 1,590,315 -| 312,055 1,722,633 -| 307,574

- financial companies 160,467 - 5,984 199,301 - 5,953

- insurance companies - - - - - -

- others 620,410 - 70,588 633,370 - 69,910

Total 2,391,804 -| 388,627 2,577,141 -| 383,437

The distribution of loans/receivables by debtouessis obtained using the classification criteria
envisaged by the Bank of Italy.

The tables “7.3 Amounts due from customer: suli@chicro hedge” and “7.4 Financial leases”
are not drawn up due to the absence of such traémsac

Section 8 - Hedging derivatives — Item 80

This section is not drawn up because as at 31 De=er2015 the Bank did not have any
transactions of this type, as in the previous year.

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

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

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

10.1 Equity investments: information on investmemationships

Registern OpEIEiag) Ownership .
Company name headquarte % of votes available
ed s percentage %
offices
A. Exclusively-controlled subsidiary
companies
1. Valsabbina Real Estate S.R.L. Bresci@Brescia 100.00% -
B. Jointly-controlled subsidiary companies - - - -
C. Companies subject to significant
influence - - - -
1. Polis Fondi Immobiliare di Banche
popolari SGR p.A. Milan Milan 9.80% -

10.2 Significant equity investments: book valueirfaalue and dividends received

Fair Dividends

Company name Book value :
value received

A. Exclusively-controlled subsidiary companies

1. Valsabbina Real Estate S.R.L. 170 - -
B. Jointly-controlled subsidiary companies - - -
C. Companies subject to significant influence - - .
Total 17

Valsabbina Real Estate is wholly-owned; consoliddieancial statements are not drawn up due
to the scant significance and relevance of thenoals of the subsidiary with respect to those of
the parent company, in accordance with the “Sysdtienfeamework for the preparation and
presentation of the financial statements”, whicpresents the conceptual model underlying the
IAS standards.

The financial statement total of the subsidiaryr(E@,313 thousand) is lower than the limits
envisaged by the Supervisory instructions for thesolidated reeprting (financial statement assets
less than Euro 10 million).

The financial statement formats of the Companyadtached to the financial statements of the
Bank.
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10.3 Significant equity investments: accounting armation

Value
adjustment|  Profit Profit Profit (loss) Other Comprehen
Cash and s and (Loss) (Loss) Profit income -0mp
. . Non- ; . Non- Total . of groups of sive income
cash Financial | .. . Financial | . . Interest | writebacks| before tax | after tax (loss) for | components
Company name . financial | . ... financial | revenu . : assets held ?3)
equivale | assets assets liabilities liabilities es margin | on tangible from from for sale net the year net of =
nts and continuing | continuing . 1) taxation s
. ; - ’ of taxation Q) +(2)
intangible | operations| operations 2)
assets
A. Exclusively-controlled
subsidiary companies - - 2,313 2,143 63 7,906 - - 129) (117) - (117) - (117)
1. Valsabbina Real Estate s.r.1. - - 2,31 2,143 63 7,906 - - (129) (117) - (117) - (117)

B. Jointly-controlled
subsidiary companies - - - - - - - - -

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

The balances shown in the table relate to the arfimaacial statements as of 31 December 2015shia@eholders’ equity of the company inclusive of
the result for the year amounts to Euro 107 thadisan
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il Profit (loss) Ol Comprehensive
(Loss) Profit income np i
Book value of groups of income
.~ | Total | Total Total after tax (loss) for | components
Company hame of the equity o assets held 3)
) assets| liabilities | revenueg  from the year net of _
investments o for sale net . =
continuing of taxation (2) taxation ) +(2)
operationg 2)
A. Exclusively-controlled subsidiary
companies - -
B. Jointly-controlled subsidiary
companies - -
C. Companies subject to significant
influence 1,205 11,443 2,105 6,982 788 788 (13) 775

The balances presented refer to the financialretatiés as of 31 December 2014.

The category Companies subject to significant erilee includes the equity investment held by thekBarPolis S.G.R.; the investment was acquired
during 2013 (50,960 shares in Polis Fondi Immot#li&.G.R., equal to 9.8% of the share capital) Eiaro 1,205 thousand with the principal aim of
taking part in the management of the closed-endesstate funds which have been assigned propéryidise subsidiary Valsabbina Real Estate.

By virtue of the shareholders’ agreements, theihgltlas been classified under equity investmertigestito significant influence.
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10.5 Equity investments: changes during the year

ltems Total 31 Dec. 2015 Total 31 Dec. 2014

A. Opening balances 1,375 1,37b
B. Increases 130
B.1 Purchases -
B.2 Value writebacks -
B.3 Revaluations -

B. 4 Other changes 130

C. Decreases 130

C.1 Sales -

C.2 Value adjustments 130

C.3 Other changes - -
D. Closing balances 1,375 1,37b
E. Total revaluations - -
F. Total value adjustments 130

During the year, Banca Valsabbina paid over tankiestee company Real Estate Euro 130 thousand to
cover losses; at the same time, it took steps fte wown the investment recorded in the financial
statements.

No changes were reported for Polis S.G.R..

10.6 Commitments relating to joint equity investmsgin subsidiary companies
There are no equity investments in subsidiary cangsaheld jointly with other parties.

10.7 Commitments relating to equity investmentompanies subject to significant

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

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

10.9 Other information

A credit facility for Euro 15 million was made alable to Valsabbina Real Estate, used at year @nd f
Euro 2,143 thousand, for future transactions fgllimithin the cases for which the company was
established.

39 properties have been acquired since its formdtio an overall total of Euro 15.1 million; as 3t
December 2015 properties remained for an equivakdoe of Euro 2 million.
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Section 11 — Tangible assets - Item 110

STOCK AND LIABILITY LEDGER AND RECORD

This item includes the tangible assets (properpémt, machinery, furniture and other tangibleetss
for operating use) owned or acquired under findriease.

11.1 Tangible assets for operating purposes: breakd of assets measured at cost

Assets/Balances Total 31 Dec. 2015 Total 31 Dec. 2014

1 Owned assets 26,955 27,346
a) land 2,111 2,111
b) buildings 22,902 22,916
¢) furniture 420 586
d) electronic systems 532 546
e) other 990 1,187
2 Acquired under financial lease 478 491
a) land 108 108
b) buildings 370 383
¢) furniture - -
d) electronic systems -
e) other - -

Total 27,433 27,837

Owned properties have been used almosegnturing the year for banking activities.

11.2 Tangible assets held for investment purpode®akdown of assets measured at

cost

11.3 Tangible assets for operating purposes: breakd of revalued assets
11.4 Tangible assets held for investment purpode®akdown of assets measured at

fair value

There are no assets held for investment purposevalued assets for operating purposes.
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11.5 Tangible assets for operating purposes: chandaring the year

Furnit | Electronic

ltems Land Buildings Other Total
ure systems
A. Gross opening balances 2,219 28,748 7,244 6,152 8,803 53,1664
A.1 Total net value reductions - 5,449 6,658 5,606 7,616 25,324
A.2 Net opening balances 2,219 23,299 586 546 1,187 27,837
B. Increases - 674 62 180 301 1,217
B.1 Purchases - 674 62 180 301 1,217

B.2 Capitalised improvement expenditure - - - - - -

B.3 Value writebacks - - - - - R

B.4 Positive fair value changes booked to: - - - - - -

a) shareholders' equity - - - - - -

b) income statement - - - - - -

B.5 Exchange gains - - - - - -

B.6 Transfers from investment property - - - - - -

B.7 Other changes - - - - -

C. Decreases - 701 228 194 498 1,621

C.1 Sales - 27 - - 4 31
C.2 Depreciation - 674 228 194 494 1,590

C.3 Impairment value adjustments booked tg - - - - - -

a) shareholders' equity - - - - - -

b) income statement - - - - - -

C.4 Negative fair value changes booked to: - - - - - -

a) shareholders' equity - - - - - -

b) income statement - - - - - -

C.5 Exchange losses - - - - - -

C.6 Transfers to: - - - - - R

a) tangible assets held for investment - - - - - -
purposes

b) assets held for sale and discontinued - - - - - -
operations

C.7 Other changes - - - - - -

D. Net closing balances 2,219 23,272 420 532 990 27,433

D.1 Total net value reductions - 6,123 6,886 5,444 7,839 26,297

D.2 Gross closing balances 2,219 29,395 7,306 5,976 8,829 53,725

E. Valuation at cost - - - - _ -

The tangible fixed assets item amounts to Euro337thiousand, with a decrease of Euro 404 thousand
with respect to the previous year, as the imbaldme®veen purchases for Euro 1,217 thousand,
depreciation for Euro 1,590 thousand and net dedpdsr Euro 31 thousand.

The increases registered on the buildings essentiahcerned work carried out for the extensiomhef
offices at the Brescia premises.

The purchases recorded in the table columns eahtifleniture, electronic system and other assets”
concern the purchase of furniture, plant, electranachines for the office, alarm systems and other
minor categories, both for the head offices andotlamches.
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The depreciation has been calculated on all thgilitEnassets, with the exclusion of land, in relatio
the estimated useful life of the same as indichtddw:

Properties 33 - 50 years

Furniture and furnishing 7 years

Vehicles 4 years

Armoured counters 5 years

Electronic systems 4 years

Sundry machinery and equipment 5 years

In the event of the purchase of properties, withodication in the deed of the separate value pentg
to the underlying land, steps are taken to assigncategory 20% of the initial cost and the renmagn
80% to the item property.

11.6 Tangible assets held for investment purpossginges during the year
There are no assets held for investment purposketharefore steps have not been taken to draweup th
related tables.

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

12.1 Intangible assets: breakdown by type of asset

Total 31 Dec. 2015 Total 31 Dec. 2014
Assets/Balances Specified Unspecified | Specified Unspecified

duration duration duration duration
Al |Goodwill - 8,458 - 8,458
A.2 |Other intangible assets 1,956 - 2,257 -
A.2.1 |Assets measured at cost: 1,956 2,257 -
a) intangible assets internally generated - - -
b) other assets 1,956 2,257 -
A.2.2 |Assets measured at fair value: - - - -
a) intangible assets internally generated - - - -
b) other assets - - - -
Total 1,95 8,458 2,25 8,458

Intangible assets with a specified duration include

- Euro 527 thousand relating to the costs incurredhfe purchase of EDP programmes, inclusive
of those supplied with specific invoicing by ourtsaurcer; these costs have been amortised
each year on the basis of the same useful lifa,rage 3 years. The accounting approach used is
cost for all the classes of intangible assets.

- Euro 1,429 thousand relating to intangible asgated to the relationship with the customers
and identified as “Core Deposits” emerging from theorporation of Credito Veronese. This
item was recorded on a consistent basis with tledriged in the consolidated financial
statements as at 31 December 2011 and relates taddiitional value acknowledged to the
“stable deposits” of the absorbed company. IFR® &ct envisages that the acquisition of a
“Business Combination” (such as the acquisitionGredito Veronese represents) must be
recorded using the purchase method and that tlee paid must be allocated to the assets
acquired and the liabilities undertaken measuretheit respective fair values. Amortisation
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over 96 months is envisaged. The initial amount Ba® 3,428 thousand, the portion pertaining
to the 2015 income statement comes to Euro 42&émul

Intangible assets with an unspecified duration awsep

-Euro 6,476 thousand for the goodwill relatinghie icquisition of Credito Veronese;

-Euro 1,982 thousand for the residual goodwillprded for Euro 4,220 thousand with the incorporatio
of Cassa Rurale di Storo in 2000, less the amadisaf Euro 2,238 made between 2000 and 2004.

On the basis of the IAS international accountirapdards, annual systematic amortisation is no longe
applied, but it is necessary at least once a yea@héck whether the goodwill assigned to a specific
CGU (Cash Generating Unit) has suffered a permaoneastin value (impairment test). Pursuant to IAS

36, an asset has undergone a permanent reducti@iui@ when its book value exceeds its recoverable
value understood as the higher between its fairevldss selling costs and its value in use.

By means of the incorporation which took place ecBmber 2012, the CGU made up of the branches

of Credito Veronese lost its legal status. In 2@h8,Board of Directors approved:

- a geographic reorganisation in which a new “Varémea” was defined, which has also been assigned

the branches of Desenzano and Rivoltella;

- the 2014-2016 Strategic plan on which the spedintribution of the new “Verona Area’ is

envisaged and to which the Bank’s management, @ongtanning and reporting systems will make

reference.

Since:

- the goodwill paid for the purchase of Credito Vexsa represents the premium paid for entry and
development in the reference area. The purchas&regito Veronese in fact is one of the actions
undertaken within the sphere of the overall strat@gich envisaged the development of the Bank’s
operations eastwards;

- the creation of the Verona Area consequent to theorption of the former Credito Veronese
branches led to a reorganisation of the organisatistructure with an exchange of resources and
contracts with the customers between some of thk’'Bdranches and the branches acquired. This
on the one hand indicates the complete re-arrangeaiell the original structure acquired and on
the other the transfer of know-how to the bendfihe entire Bank;

it has been deemed appropriate to consider theee€iMerona Area” as the Cash Generating Unit to

which the goodwill deriving from Credit Veroneseoshd be assigned.

On the basis of IAS 36, the recoverable value ef\ferona Cash Generating Unit (CGU) corresponds
to the additional value between the fair value tin@dvalue in use of the same CGU.

The estimate of the recoverable value, both ofgthedwill and the core deposits net of the tax effec
was carried out, with the support of a specialfg®a of consultants, using the forecasts containetthe
Strategic Plan approved on 27 November 2013 (@aiewed in April 2015), in the 2016 budget and in
the economic/financial/cash flow forecasts drawrbypnanagement for the period 2016-2020.

The value in use of the CGU has been establishatisopunting back the forecast cash flows, which in
the case of banking concerns correspond to theesatd capital available after the capitalisation
requirements laid down by sector regulations (Exdeapital Method or Dividend Discount Method -
DDM) have been satisfied.

The development of the DDM envisages the estimiatbeoprojections of the available cash flows, the
discounting back rate and the long-term growth (g}e

The discount rate was estimated as equal to thieofdbe capital on the basis of the Capital Asset
Pricing Model (CAPM) from which a rate of 8.14% eges. The model expresses a linear relationship,
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under conditions of balance of the markets, betwikenreturn of an investment and its systematic ris

The return on an investment is calculated as the cluthe risk free rate and the premium for thé& ris

assigned to the same according to the followingtda:

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

o rf is the return of an asset with no risk (frek rate);

* B is the volatility index of the investment;

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

The parameters used were:

- Risk free rate: 1.57% (average value of the rstuun 10-year Government securities recorded during
2015 to average out the volatility registered anrarkets);

- Beta: 1.19% average of the betas revealed byr@beog for a sample of listed small-medium sized
banks. The ratio expresses the correlation betwleemeturns of an individual risk investment and
the returns of the market portfolio.

- Premium at risk: 5.50% estimate of the marketrpum provided by the difference between the return
of a diversified portfolio made up of all the riskestments available on the market and the reitirn
a security lacking risk.

The growth rate (g) has been adopted as 2%, esbgimiline with the expected rate of inflation.

The valuation led to an estimate for the Veronaafwka value in use of Euro 37.4 million with respe

to operating capital - minimum shareholders’ equétyuisite - referring to all 10 branches for EQio7

million, corresponding to goodwill of Euro 9.8 nmilh, higher than the Euro 7.4 million of the book
value of the intangible assets recorded (goodwilioE6.5 million + core deposits net of taxation &ur

0.9 million).

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

parameter used, subsequent sensitivity analysis e@@ded out, including analysis developed

considering changes in the “Ke” discount rate dr&nhedium/long-term growth rate “g” of +25 bps.

The analysis provided a range of estimates of &hagevof the goodwill attributable to the CGU rargin

between Euro 7.6 million and Euro 12.3 million; réfere, also varying the parameters used, it is

indicated that the book value of the intangibleetsss essentially confirmed.

In conclusion, it is specified that in the defiarti of the recoverable value, it was deemed to show
preference for the estimate of the value in ushk waspect to the fair value; due to its charadiesisthe
value in use is a measurement method which wdb slue characteristics of the banking sector, dk we
as being in line with the practices which have dgwed in the sector. Furthermore, the need to Gieu
both the value in use and the fair value ceasesiwhe of the two is higher than the book valuehef t
asset, given that this condition excludes thastme has undergone a permanent impairment loss.

With regard to the goodwill relating to the form@R Storo, an internal study was carried out, having
considered the minor significance of the item i thnancial statements, as well as the minor
complexity in carrying out the measurement, simesée are branches established for many years, which
do not require a development plan, and which haaanteed adequate profitability over the last few
years.

Specifically, for the 4 former CR Storo branches tlalue in use has been calculated, applying the
inertial projections to the current balances ardifability (with the exception of managed saviragsed

the service margin, estimated as growing in linghwhe Bank’s strategic objectives), estimating
goodwill of Euro 2.3 million, higher than the cuntéoook value of the same, Euro 2 million.

On the basis of the results of the analysis cawigdadditional amounts were not booked to the
income statement as value adjustments on intanggdets with an unspecified duration.



Banca Valsabbina cf 00283510171 — STOCK AND LIABILITY LEDGER AND RECORD
OF FINANCIAL STATEMENTS page 107 / 2016

12.2 Intangible assets: changes during the year

Other intangible

assets: generated Other intangible

assets: other

Items Goodwill internally Total
Unspe
Spec. C. Spec. | Unspec.
A. | Gross opening balances 8,458 - - 4,116 - 12,574
A.1 | Total net value reductions - - - 1,859 - 1,859
A.2 | Net opening balances 8,458 - - 2,257 -| 10,715
B. |Increases - - - 465 - 465
B.1| Purchases - - - 465 - 465

B.2 | Increases in internal intangible assets - - - - - -
B.3 | Value writebacks - - - - R _
B.4 | Positive fair value changes - - - - - B
- to shareholders' equity - - - - - B
- to income statement - - - - - B
B.5 | Exchange gains - - - _ - _
B.6 | Other changes - - - _ - -

C. | Decreases - - - 766 - 766
C.1|Sales - - - - - -
C.2 - - -
Value adjustments - 766 766
- Amortisation - - - 766 - 766
- Write-downs - - - - - -

+ shareholders’ equity - - - - - -
+ income statement - - - - - -
C.3| Negative fair value changes - - - - - -
- to shareholders' equity - - - - - -
- to income statement - - - - - -
C.4| Transfers to non-current assets held for
) |sale - - - - - -
C.5 | Exchange losses - - - - - -
C.6 | Other changes - - - - - -
D. | Net closing balances 8,458 - 1,956 - 10,414

. Total net value adjustments - 2,150 2,150
E. |Gross closing balances 8,458 - 4,106 -1 12,564
F. | Valuation at cost - - - - - -

Key Spec. = specified duration Unspec. = undigelcduration

12.3 Other information

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

government concession;
there are no revalued intangible assets recordfedr aialue.
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Section 13 — Tax assets and tax liabilities

This section includes the tax assets (current aegagid) and tax liabilities (current and deferred),
without offsetting between the prepaid tax assetsdeferred tax liabilities, stated respectivelyt@gms
130 of the assets and 80 of the liabilities.

Asset item 130 and Liability item 80

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

The rates used for the recognition of the prepai deferred taxation are 27.50% for IRES (company
earnings’ tax) and 5.57% for IRAP (regional busgi), rates in force for 2016; the 2016 stablbty
(Italian Leg. Decree 147/2015) envisages that,ras f1 January 2017 the ordinary IRES rate will
decrease to 24%, but at the same time an additi®i$ of 3.5% will be introduced for banks and
financial institutions. Therefore, the prepaid wxehich will be recovered as from that date shddd
calculated always at the IRES rate of 27.50%.

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

Italian Law No. 190 dated 23 December 2014 (208bikty law) envisaged the deductibility of the
payroll and related costs for permanent staff ftbelIRAP taxable rate of the companies as from 2015

Current assets, amounting to Euro 6,055 thousapesent the excess of the IRES advances (Euro
10,529 thousand) and IRAP advances (Euro 2,693#mul) paid over for 2015 with respect to the taxes
due.

Current taxes for Euro 7,083 thousand together thighpositive effect of the prepaid taxes recoghise

and cancelled during the year, amounting to Eu288thousand and the negative effect of the daferre
taxes for Euro 128 thousand are recorded in theniecstatement item “260 income taxes for the year
on current operations” for Euro 2,923 thousand.

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

Total 31 Dec. 2015 Total 31 Dec. 2014
ltems It. Law No. Other It. Law No. Other

Matching balance in the income statement:
Wri;e—dqwn of rgceivables deductible on a 49,206 ) 45,330 )
straigh-line basi:

- from previous years 45,330 - 26,455 -

- from current year 3,876 - 18,875 -
Freeing up of goodwill and other elements fro
incorpgragon ’ 2,105 . 2,229 .
Freeing up of goodwill from consolidation 2,937 - 2,937 -
Allowance to provision for risks and charges - 623 - 449
Provision for guarantees given - 575 - 550
Financial assets - 177 - -
Administrative expenses - 994 - 834
Total matching balance in the income 54,248 2,369 50,496 1,833
Matching balance under shareholders’ equity:
AFS securities - 4,903 - 367

- bonds - 1,987 - 190

- shares - 1 - 23

- mutual funds - 2,915 - 154
Actuarial effect on employee benefits - 258 - 365
Total matching balance under shareholders’ - 5,161 - 732
Total 54,248 7,530 50,496 2,565

Prepaid taxes “as per ltalian law No. 214/2011" th@se recorded in relation to the write-downs of
loans and receivables not yet deducted and thee\adlthe goodwill and other intangible assets whose
negative components are deductible in subsequenpd&ods. In the event of the recording of a
statutory or tax loss, they permit transformatiotoia tax credit which can be used immediatelyhwit
benefits, including supervisory.

On the basis of Stability Law No. 147/2014, undex same circumstances, the same possibility has
been extended also to IRAP, in the presence ofidiahstatements closing with a loss or a negatate
production value (IRAP declaration with a loss).

Italian Decree Law No. 83/2015 envisaged thatras f1 January 2016, the writedowns and losses on
loans to customers recorded in the financial stateswill become fully deductible during the year i
which they are recognised, instead of deductibler dive years as introduced by Italian Law No.
147/2013; with regard to 2015, a transitory regimenvisaged in which 75% of the losses/writedowns
are deductible. The remaining 25%, being the balatid to be recovered as of 31 December 2014, wil
be deducted as from 2016 and until 2025, accordirige variable breakdown of between 5% and 12%
of the taxable base.

The amounts of the taxes “as per Italian Law Na1/2011” comes to Euro 54,248 thousand and is

made up as follows:

- Euro 45,330 thousand for taxes relating to writea®wf residual receivables for previous years:
Euro 18,875 thousand in 2014, Euro 26,455 thousa@013 and previous years. These taxes will be
recovered, to a variable extent depending on the, petween 2016 and 2025.
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- Euro 3,876 thousand relating to the taxes caladilatethe excess with respect to the 75% (deducted
in the year) of the writedowns/losses on loans ma@®15;

- Euro 2,105 thousand in relation to the freeing tihe elements emerging from the incorporation of
Credito Veronese of which Euro 1,785 thousand amscthe goodwill originating from the financial
statements as at 31 December 2012, as envisag@dtibhp 186 of the ITCA (with regard to this
case, taxes for 1/18th were recovered in 2015EHao 119 thousand) and Euro 320 thousand
referring to “other elements from incorporation”daimm other words to the Core Deposits and the
Loans/Receivables Fair Value, for which a temporargalignment of one year exists between the
time of booking to the financial statements andyi&r of recovery for tax purposes;

- Euro 2,937 thousand in relation to the misalignnfentax purposes of the goodwill and the other
intangible assets recorded autonomously in the 2@h%olidated financial statements as envisaged
by Article 23 of Italian Decree Law No. 98/2011 ahdicle 20 of Italian Decree Law No. 201/2011.
By means of the amendments made by Italian Law288.dated 24 December 2012, the recovery in
10 annual portions will take place by the end &@0

The prepaid taxes matching the balance under shldesl’ equity amount to Euro 5,161 thousand; of

this, Euro 4,903 thousand refers to the capitatdesbooked to the negative valuation reserves (the
amount derives from the application of the rateigsaged on total gross negative reserves for Euro
14,837 thousand), and Euro 258 thousand referbdaattuarial differences registered on employee
leaving indemnities.

13.2 Deferred tax liabilities: breakdown

Items Total 31 Dec. 2015 Total 31 Dec. 2014
Matching balance in the income statement:
- on sundry capital gains 4 10
- on valuation of properties at revalued cost 60 60
- on accumulated depreciation of land 181 181
- on default interest 300 242
- on amortisation of goodwill 480 404
Total matching balance in the income 1,025 897

Matching balance under shareholders’

Available-for-sale financial assets

- bonds 302 397
- shares 681 129
- mutual funds 94 398
Total matching balance under shareholders’ 1,077 924
Total 2,102 1,821

The amount of the deferred taxes with matchingrzaan the income statement is essentially in line
with last year and justified by the cases listethmtable.

Deferred taxes with a matching balance under sbétets’ equity amount to Euro 1,077 thousand and
relate to the positive reserves from valuation wéilable-for-sale securities totalling Euro 6,574
thousand gross.

Liabilities for deferred taxes on monetary revaluatreserves subject to deferred taxation havéeeh
recognised, since it is deemed that the possilitiéy the taxation pre-requisite will apply (dibtrtion

of the same) is very remote.
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Total 31 Dec. 2015| Total 31 Dec. 2014
1. Opening balance 52,329 37,052
2. Increases 5,878 20,601
2.1 Prepaid taxes recognised during the year 5,878 20,601
a) relating to previous years 351 54
b) due to changes in accounting standards - -
c¢) writebacks - -
d) other 5,527 20,547
2.2 New taxes or tax rate increases - -
2.3 Other increases - -
3. Decreases 1,590 5,324
3.1 Prepaid taxes cancelled during the year 1,590 5,324
a) reversals 1,590 5,257
b) write-down due to non-recoverability - -
¢) change in accounting standards - -
d) other - 67
3.2 Tax rate reductions - -
3.3 Other decreases: - -
a) transformation into tax credits as peLéw No.
214/2011 - -
b) other - -
4. Closing balance 56,617 52,329

The increase in prepaid taxes is mainly attrib@abl 25% of the value adjustments on loans made
during the year which will be recovered in comireags and the deferral until 2016 of the recovery of
the same relating to previous years, as indicatediqusly. It is believed that as from 2016 a geddu

decrease will be seen in the same.

13.3.1 Changes in prepaid taxes as per Italian L&%4/2011 (through profit and loss)

Total 31 Dec. 2015| Total 31 Dec. 2014

1. Opening balance 50,496 35,905
2. Increases 4,196 19,255
3. Decreases 444 4,664
3.1 Reversals 444 4,601
3.2 Transformations into tax credits - -
a) deriving from losses for the year - -

a) deriving from tax losses - -
3.3 Other decreases - 63
4. Closing balance 54,248 50,496
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13.4 Changes in deferred taxes (through profit alogs)

STOCK AND LIABILITY LEDGER AND RECORD

Total 31 Dec. 2015

Total 31 Dec. 2014

1. Opening balance 897 667
2. Increases 176 250
2.1 Deferred taxes recognised in the year 176 250
a) relating to previous years - -
b) due to changes in accounting standards - -
c) other 176 250
2.2 New taxes or tax rate increases - -
2.3 Other increases - -
3. Decreases 48 20
3.1 Deferred taxes cancelled during the year 48 20
a) reversals 2 20
b) due to changes in accounting standards - -
c) other 46 -
3.2 Tax rate reductions - -
3.3 Other decreases - -
4. Closing balance 1,025 897

13.5 Changes in prepaid taxes (through shareholdeguity)

ltems Total 31 Dec. 2015| Total 31 Dec. 2014

1. | Opening balance 732 1,952
2. |Increases 4,868 650
2.1| Prepaid taxes recognised during the year 4,868 650
a) relating to previous years - -

b) due to changes in accounting standards - -

c) other 4,868 650

2.2| New taxes or tax rate increases - -
2.3| Other increases - -
3. | Decreases 439 1,870
3.1| Prepaid taxes cancelled during the year 371 1.858
a) reversals 252 1.858

b) write-down due to non-recoverability - -

c¢) due to the change in the accounting standards - -

d) other 119 -

3.2| Tax rate reductions - -
3.3| Other decreases 68 12
4. | Closing balance 5,161 732
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13.6 Changes in deferred taxes (through sharehoklexquity)

ltems Total 31 Dec. 2015 | Total 31 Dec. 2014
1. | Opening balance 924 63
2. |Increases 963 901
2.1| Prepaid taxes recognised during the year 963 901

a) relating to previous years - -

b) due to changes in accounting standards - -

c) other 963 901

2.2| New taxes or tax rate increases - -

2.3| Other increases - -

3. | Decreases 810 40
3.1| Prepaid taxes cancelled during the year 808 40
a) reversals 801 36
b) due to changes in accounting standards - -
c) other 7 4
3.2| Tax rate reductions - -
3.3| Other decreases 2 -
4. | Closing balance 1,077 924

Section 14 - Non-current assets held for sale andcdntinued operations

and associated liabilities - Asset item 140 andhildy item 90
As of the balance sheet date, there were no naeytaissets and liabilities or discontinued operesti

Section 15 — Other assets — Item 150

15.1 Other assets: breakdown

Items Total 31 Dec. 2015| Total 31 Dec. 2014
Credits for direct taxes relating to previous yesnd accrued interest 1,184 1,532
Withholdings made 1,903 632
Amounts due from the tax authorities for advancad p 14,760 10,743
Current account cheques and foreign currency dawmanks and
third parties 14 36
Guarantee deposits on behalf of the Bank 37 37
Securities transactions pending final allocation 112 1
Cheques being processed 4,811 5,035
Sundry utilities to be debited/SDD/Other items 11,937 14,299
Cheques returned unpaid 87 101
Credit cards and Cashline card withdrawals 404 400
Credit transfers and debits to be made 4,471 2,138
Prepaid expenses 752 840
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Costs for leasehold improvements

629

667

Total

41,101

36,461

The amounts due from the tax authorities for adgargaid refer to the advances paid for stamp duty,
for substitute tax on mortgage loans and on thé&alagain.

Liabilities and shareholders’ equity

Section 1 - Amounts due to banks - Item 10

1.1 Amounts due to banks: breakdown by type ofinstent

Transaction type/Balances Total 31 Dec. 2015| Total 31 Dec. 2014

1. Amounts due to central banks 460,333 652,26
2. Amounts due to banks 160,827
2.1 Current accounts and unrestricted deposits
2.2 Time deposits -
2.3 Loans 160,827

2.3.1 Repurchase agreements payable 160,82

2.3.2 Other -
2.4 Payables for commitments to repurchase owrestand ]

similar instruments

2.5 Other payables - -
Total 621,160 652,260
Fair value - level 1 - -
Fair value - level 2 - -
Fair value - level 3 621,160 652,260
Total fair value 621,160 652,260

Deposits with Central Banks are made up of theovahg loans taken out care of the ECB, for a

nominal total of Euro 460 million:

- Loan transaction dated 26 November 2015 with migton 25 February 2016, Euro 50 million;
- Loan transaction dated 17 December 2015 with ntgtan 31 March 2016, Euro 100 million;

- Loan transaction dated 30 December 2015 with ntgtan 6 January 2016, Euro 140 million;
- TLTRO dated 24 September 2014 with maturity on 2pt&mber 2018, Euro 170 million.

As of 31 December 2015, there were also three chpse agreement transactions outstanding, with
leading banks, with a maximum maturity of Janud¥&

The book value also includes an interest accrual.

The following tables have not been drawn up: 1.2aBdown of item 10 “Amounts due to banks:
subordinated debt”, 1.3 Breakdown of item 10 “Amisudue to banks: structured debt”, 1.4 “Amounts
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due to banks subject to micro hedge” and 1.5 “Rir@nlease payables”, since these types of
transactions are not present.

Section 2 - Amounts due to customers - Item 20

2.1 Amounts due to customers: breakdown by typestrument

Transaction type/Balances Total 31 Dec. 2015| Total 31 Dec. 2014
1. Current accounts and unrestricted deposits 148,675 1,726,187
2. Time deposits 214,775 246,492
3. Loans 127 60,149
3.1 Repurchase agreements payable - -
3.2 Other 127 60,149

4. Payables for commitments to repurchase own shes and
similar instruments -
5. Other payables 768 867
Total 2,159,346 2,033,695
Fair value - level 1 - -

Fair value - level 2 -
Fair value - level 3 2,159,34

2,033,695

b
Total fair value 2,159,34b 2,033,695
The current accounts and unrestricted deposits aseap
Total 31 Dec. 2015 | Total 31 Dec. 2014
Euro current accounts 1,886,308 1,673,796
Savings deposits 38,058 39,473
Foreign currency current accounts 19,314 12,918
1,943,675 1,726,187

Time deposits are restricted deposits with a marirmuaturity of 36 months.
The item “Loans: other” includes just the payalitasleased properties totalling Euro 127 thousasd,

per section 2.5.

The following tables have not been drawn up: 2.@aRdown of item 20 “Amounts due to customers:
subordinated debt”, 2.3 Breakdown of item 20 “Amisudue to customers: structured debt”, 2.4
“Amounts due to customers: payables subject toorhedge”, since these types of transactions are not

present.

2.5 Payables for financial leases

The amount due to financial leasing companies amsadartotal to Euro 127 thousand and concerns the
contract for the Leno branch, expiring in 20164daroriginal amount of Euro 216 thousand.

Section 3 — Securities issued - Item 30
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3.1 Securities issued: breakdown by type of instemh

Total 31 Dec. 2015 Total 31 Dec. 2014
Securities Fair value Fair value
type/Balances e vETE Book
Level 1| Level 2 Level 3 value Level 1| Level 2| Level 3
A. Securities
1. Bonds 953,886 - - 950,150 1,194,540 - 4 1,194,540
1.1 structured - - - - - - - -
1.2 other 953,836 - - 950,150 1,194,540 - 4 1,194,540
2. Other securities 11,725 - - 11,725 26,507 - - 26,507
2.1 structured - - - - - - - -
2.2 other 11,725 - - 11,725 26,507 - - 26,507
Total 965,56 - 961,875 1,221,047 - - 1,221,047

The bonds outstanding are inclusive of the coupocruals in course and are net of the bonds
repurchased, which on the basis of the IAS accogrgtandards must be eliminated; the recognition
criteria used for the book value is that of amedisost.

They include subordinated bonds for a book valu&wf 84,711 thousand (Euro 83,832 thousand in
nominal value).

The bonds issued by the Bank are not listed bualaation, useful for trading, is carried out by an
external provider; the value stated in the FV le8etolumn has been obtained by means of the
discounting back of the flows on the basis of therage rate of a basket of triple B bank bonds.

Medium/long-term certificates of deposit are reeafdinder other securities.

3.2 Breakdown of item 30 “Securities issued”: suloimated securities

Iltems Book value

Total 31 Dec. 2015 Total 31 Dec. 2014

N

Subordinated securities issued 84,711 86,24

Total 84,711 86,24

N

The subordinated bonds are made up of the followeairities:

- 1T0004982481 issued on 30 December 2013 for R&ranillion, fixed rate of 4.50% and maturity 30
December 2019, with repayment of 20% per annumra@s 30 December 2015, nominal residual
balance Euro 19,574 thousand;

- ITO004987456 issued on 3 February 2014 for Edwarlion, fixed rate of 4.50% and maturity 3
February 2021, with repayment of 20% per annunr@s 3 February 2017, nominal residual balance
Euro 6,483 thousand,

- ITO005014706 issued on 2 May 2014 for Euro 25,d48fisand, fixed rate of 4.00% and maturity 2
May 2022, with repayment of 20% per annum as fromde&®/ 2018, nominal residual balance Euro
22,775 thousand;

- ITO005085250 issued on 10 February 2015 for Bfranillion, fixed rate of 4.50% and maturity 10
February 2021, nominal residual balance Euro 3banil
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3.3 Securities issued: securities subject to mibemging

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

Section 4 — Financial liabilities held for trading Item 40

4.1 Financial liabilities held for trading: breakdwn by type of instrument

Total 31 Dec. 2015 Total 31 Dec. 2014

FV FV

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

Transaction type/Balances

A. On-balance sheet liabilities

1. Amounts due to banks 4 - i 4 J i

2. Amounts due to customers - - . - 4 J
3. Debt securities 4 - 4 J J
3.1 Bonds - - - J J
3.1.1 Structured - | - - 4 . J

3.1.2 Other bonds - - - 4 J

3.2 Other securities - - - J i

3.2.1 Structured - - - 4 J i
3.2.2 Other - - - - i

Total A 1 1A - -

B. Derivative instruments

1. Financial derivatives - - 51 - - - - 215 -
1.1 Trading - - 51 - - - 4 215
1.2 Associated with the fair value - -
option - 4 - 4 i - J
1.3 Other - - 4 - 4 4 - - J
2. Credit derivatives - - . 4 i i - J
2.1 Trading - A 4 A - i i . i

2.2 Associated with the fair value - -
option - 4 - - - - -

2.3 Other - - 4 A - _ i - i
Total B 1 - 51 - . ] 4 211 -
Total (A+B) 41 51 - - - {4 215 -

Key

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

FV* = fair value calculated excluding the changesalue due to the change in the credit worthiness

The amount of Euro 51 thousand (level 2) comprises:
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- Euro 33 thousand in foreign currency forward tratisas, whose value is matched by asset item
20 “Financial assets held for trading”. The bookoamt “intrinsic value” is the expression of a
notional value of the transactions equating to B2)&18 thousand;

- Euro 18 thousand being the intrinsic value refgrim hedges of foreign currency transactions
carried out by the Bank, with a notional value af&3,396 thousand.

In the absence of transactions, the following taldee not drawn up: 4.2 Breakdown of item 40
“Financial liabilities held for trading”: subordited liabilities, 4.3 Breakdown of item 40 “Finaricia
liabilities held for trading”: structured debt, add4 On-balance sheet financial liabilities (exahgd
uncovered short positions) held for trading: chandgring the year.

Section 5 - Financial liabilities measured at favralue - Item 50

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

5.1 Financial liabilities measured at fair valueedkdown by type of instrument,

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

Section 6 - Hedging derivatives — Item 60

As at 31 December 2015 and 31 December 2014 thk d@mhnot have any hedging derivatives
outstanding. The following tables are not drawn up:

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

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

Section 7 - Adjustment to financial assets subjgcimacrohedging - Item 70
The Bank has not establish any liability subjeattacro hedging from the interest rate risk. Thatesl
tables 7.1 and 7.2 are not drawn up.

Section 8 — Tax liabilities - Item 80

The breakdown as well as the changes in liabilfbesurrent and deferred taxes are illustratedart B
- Asset Section 13 of these explanatory notes.

With reference to the tax situation of the Banks ihereby specified that the years up to 2010 haen
settled for tax purposes.

Section 9 - Liabilities associated with assets higildsale and discontinued

operations - Item 90
As of the balance sheet date, there were no li@siliassociated with assets held for sale and
discontinued operations.



Banca Valsabbina cf 00283510171 — STOCK AND LIABILITY LEDGER AND RECORD
OF FINANCIAL STATEMENTS page 120 /2016

Section 10 — Other liabilities - Item 100

10.1 Other liabilities: breakdown

Items Total 31 Dec. 2015 Total 31 Dec. 2014
Tax withholdings and contributions relating to taf 2,179 2,222
Amounts to be paid to staff and related contrimgio 3,704 3,744
Taxes to be paid to the tax authorities 1,802 2,418
Taxes to be paid to the tax authorities on betaliod parties 2,972 5,552
Dividends not yet collected 1 1
Credit transfers to be carried out 10,597 9,795
Credit cards and Cashline card withdrawals 450 410
Companies being formed due to payment of the stapital 181 91
Amount paid for withdrawal of bills and cheques gayment by
advice collections 86( 738
Currency spreads on portfolio transactions 37,49¢ 31,911
Provision for guarantees and commitments 2,091 1,999
Amounts due to suppliers 3,937 4,944
Deferred income and provisions 43( 525
Charity Fund 90 128
Other items 3,229 3,634
Total 70,01 68,11

The “amounts to be paid to staff, inclusive of teth contributions” also include the productivity
bonuses to be paid to staff in the following year.

“Currency spreads on portfolio transactions” represhe imbalance between the “debit adjustments”

and the “credit adjustments” of the portfolio subjdo due reserve and after collection, whose
breakdown is indicated in the specific table Othé&rmation in part B of these explanatory notes.

Section 11 - Employee leaving indemnities - lten011

11.1 Employee leaving indemnities: changes durihg tyear

Items Total 31 Dec. 2015 Total 31 Dec. 2014

A. Opening balances 5,962 5,325
B. Increases 1,482 2,207
B.1 Provision in the year 1,478 1,420
B.2 Other changes 4 787
C. Decreases 2,279 1,570
C.1 Indemnities paid 573 299
C.2 Other changes 1,706 1,271
D. Closing balances 5,164 5,96p

TOTAL 5,165 5,962

Under “increases”, the line provisions includes tbets attributable to the revaluation of the psmn
present in-house, in as far as the Treasury FuddhenSupplementary Funds are competent, as well as
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the costs relating to the leaving indemnity paidediy in the pay packet. With regard to other

decreases, the largest items are represented bymioeints paid to the Treasury Fund and the
Supplementary Funds as well as the IAS actuariahgés (which have a impact on the shareholders’
equity reserves).

11.2 Other information

The balance of the employee leaving indemnity @iow as at 31 December 2015 calculated on the
basis of Italian legislation amounts to Euro 4,96dusand, Euro 201 thousand lower than the book
value; in 2014, the same came to Euro 5,468 thalj$amro 494 thousand less with respect to the book
value. The difference is due to the differing fineh parameters used (discounting back rate 0f%.03
compared with 1.49% in 2014; annual increase ratth@ leaving indemnity higher than in 2014),
which led to an actuarial gain of Euro 324 thousaswipared with an actuarial loss of Euro 787
thousand in 2014.

The Bank applies the amendments to IAS 19 “Empldyeeefits”, in force since 1 January 2013, as
described in part “A Accounting standards”.

The accounting standard, in the version in foroéorees the recognition of the actuarial changdh wi
matching balance under shareholders’ equity anldmger recognition in the income statement.

The actuary carried out the calculation on thedafkthe following financial hypotheses:

- annual discount rate of 2.03% (determined, on &istent basis with section 83 of IAS 19, with
reference to the average returns curve which defreen the IBOXX Eurozone Corporates AA
index with a duration of 10+ struck on 31 Decen®@l5, rate considered as the best expression
of returns of businesses of primary standing),

- annual rate of inflation 1.50% for 2016, 1.80% 2&17, 1.70% for 2018, 1.60% for 2019 and
2.00% from 2020 onwards,

- annual leaving indemnity increase rate 2.625% fat62 2.85% for 2017, 2.775% for 2018,
2.70% for 2019 and 3.00% from 2020 onwards.

The actuarial change is illustrated in part “D n@wehensive income”.
Section 12 — Provisions for risks and charges —nitd 20

12.1 Provisions for risks and charges: breakdown

Items/Amounts Total 31 Dec. 2015 Total 31 Dec. 2014

1. Company pension funds - -
2. Other provisions for risks and charges 1,883 1,318
2.1 legal disputes 1,838 1,265

2.2 personnel costs - -

2.3 other 45 53

Total 1,883 1,31
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12.2 Provisions for risks and charges: changes dgithe year

Items Pension funds | Other provisiorn Total

A. Opening balances - 1,318 1,318
B. Increases - 1,066 1,066
B.1 Provision in the year - 1,066 1,066
B.2 Changes due to the passage of time - - -

B. 3 Changes due to discount rate fluctuations - -

B. 4 Other changes - - .

C. Decreases - 501 501
C.1 Uses in the year - 363 363
C.2 Changes due to discount rate fluctuations - - -

C.3 Other changes - 138 138
D. Closing balances 1,883 1,88

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

12.4 Provisions for risks and charges - other

The provision for legal disputes includes the anmi®get aside for disputes relating to revocatotpac

on non-performing positions or those already wnittéf or for other disputes which arise during the
performance of the ordinary activities. The Bankkesprovisions for such reasons when, in agreement
with its legal advisors, it believes it is probalitat it will have to may a payment and the amouwrfts
the same can be reasonably estimated.

Section 13 - Redeemable shares - Item 140
The Bank has not issued any redeemable shareselBbed tables are not drawn up.

Section 14 — Company equity - Items 130, 150, 116, 180, 190, and 200

14.1 “Share capital” and “Own shares”: breakdown

The fully paid-in and subscribed share capital &lenup of 35,796,827 shares with a par value ob Eur
3.00 each for a total of Euro 107,390 thousand.
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14.2 Share capital - Number of shares: changes digrthe year

Items/Types Ordinary Other
A. Shares existing at the beginning of the year 386,827 -
- fully freed up 35,796,827 -
- not fully freed up - -
A.1 Own shares (-) 410,187 -
A.2 Shares in circulation: opening balances 35,38840 -

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

- business combination transactions - -

- conversion of bonds - -

- exercise of warrants - -

- other - -

- bonus: - -

- in favour of employees - -

- in favour of directors - -

- other - -

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

C. Decreases 81,600 -
C.1. Cancellation - -
C. 2 Purchase of own shares 81,600 -

C.3 Business disposal transactions - -
C.4 Other changes - -

D. Shares in circulation: closing balances 35,30310 -
D.1 Own shares (+) 491,787 -
D.2 Shares existing at the end of the year 35,296,8 -

- fully freed up 35,796,827 -

- not fully freed up - .

14.3 Share capital - Other information.

The following revaluation reserves have been temnasdl over time to the share capital:
- Italian Law No. 576 dated 2 December 1975 ford®8 thousand, reserve from monetary revaluation;
- Italian Law No.72 dated 19 March 1983 for Eurd6Z, thousand, reserve from monetary revaluation;
- Italian Law No0.413 dated 30 December 1991 foroELIB75 thousand, reserve from monetary
revaluation;
- Italian Legislative Decree No. 38 dated 28 Febr2®05 (application of the IAS principles in Italy
for Euro 7,955 thousand.
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14.4 Income reserves: other information

The reserves as per liability item 160 amount tooEaB,972 thousand; Euro 57,064 thousand refers to
provisions of income, while the “other” reserveslies the negative reserves from the merger of
Credito Veronese for Euro 3,092 thousand.

Additional information relating to their changesncée found in the statement of changes in
shareholders’ equity and in part F of these exptaganotes.

Pursuant to Article 2427 .@is of the Italian Civil Code, the composition of theaseholders’ equity,
according to the origin and the degree of availghiind distributable nature of the various itemssas
follows:

. Portion Tax ;
Iltems Amount PO;SLt:gty Avaélabl rest:ctio Use;g:gsti':gtgz r'%fjtst Ee
for coverage for other
of losses purposes

A) SHARE CAPITAL
- Share capital (1) 107,300 91,371 16,019 no use no use
B) CAPITAL RESERVES
- Share premium reserve (2) 235,405 ABC 235,405 - no use no use
C) INCOME RESERVES
- Legal reserve (3) 22974 B - no use no use
- Extraordinary reserve 21,367 ABC 21,367 - no use no use
- Reserve for purchase of own shares 12,014 ABC 3,159 - no use no use
- Other reserves 709 ABC 709 - no use no use
D) OTHER RESERVES
- Merger differences (3,092) - no use no use
- IAS valuation reserves (5) (3,751) AB - no use no use
E) OWN SHARES
- Own shares (8,855)
TOTAL 384,161
- 2015 net profit for the year 8,062
TOTAL EQUITY 392,223
Key:

A: for share capital increases - B: for coveragsses - C: for distribution to shareholders

Note:

1) In the event of distribution, the share capitadubject to a tax restriction equal to the bookihgnonetary revaluation
reserves for Euro 11,485 thousand as specifiediimt f4.3 plus Euro 4,534 thousand equal to thierdince between the
freed up amount in 2013 of the additional valueknawledged to the properties for Euro 5,398 thodsand the
substitute tax of 16% for Euro 864 thousand.

2) On the basis of Article 2431 of the Italian Civib@e, the “share premium reserve” can be fully ihiated since the legal
reserve exceeds a fifth of the share capital, egualro 21,478 thousand.

3) On the basis of Article 24 of the Banking Coidation Act, Italian Legislative Decree No. 385 ethtl September 1993,
industrial co-operative banks must allocate attleaspercent of the annual net profits to thellegserve.

4) The reserve is available for the surplus witspeet to the amount of the own shares in the gartfawhich amounted to
Euro 8,855 thousand as at 31 December 2015.

5) The reserve is restricted in accordance withickrt6 of Italian Legislative Decree No. 38/2008tfoduction of the IAS

accounting standards) and in any event negative.

14.5 Capital instruments: breakdown and changes ihgrthe year
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The Bank has not issued any of the capital instrigni@dicated in section 80.A and 136.A of IAS 1.

14.6 Other information

The Board of Directors proposes the payment ofvadeind equal to Euro 0.12 per share, for a total

amount of Euro 4,296 thousand.

Other information

1. Guarantees given and commitments

STOCK AND LIABILITY LEDGER AND RECORD

Transactions Amount 31 Dec. 201§ Amount 31 Dec. 2014
1) Financial guarantees given 12,163 18,85"
a) Banks - 3,32¢
b) Customers 12,163 15,521
2) Commercial guarantees given 94,638 103,91
a) Banks 191 292
b) Customers 94,447 103,62
3) Irrevocable commitments to disburse funds 334) 45,75
a) Banks - -
i) certain to be used - -
i) not certain to be used - -
b) Customers 33,540 45,75
i) certain to be used - 85§
i) not certain to be used 33,540 44,90!

4) Underlying commitments on credit derivatives: ales of
protection - -
5) Assets pledged as collateral for third party oligations -
6) Other commitments - -
Total 140,34 168,57

2. Assets pledged to guarantee own liabilities a@adnmitments

Portfolios

Amount 31 Dec. 2015

Amount 31 Dec.

2014

. Financial assets held for trading

. Financial assets measured at fair value

. Available-for-sale financial assets

702,37

986,494

. Financial assets held to maturity

. Amounts due from banks

30,05]

30,052

. Amounts due from customers

N (OO WN P

. Tangible assets

The above amounts refer to owned securities grantéurd parties as collateral; each amount refers

the specific portfolio used.

3. Information om operating leases
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The Bank does not carry out any leasing transagtion

4. Management and trading services on behalf ofrthparties

Types of services Amount

1. Execution of orders on behalf of customers

a) Purchases -

1. settled -

2. unsettled -

b) Sales -

1. settled -

2. unsettled -

2. Portfolio management -

a) individual -

b) collective -

3. Custody and administration of securities 3,256,467

a) third party securities held on depositoaiged with bank

activities -
custodian bank business (portfolio managgrexcluded)

1. securities issued by the Bank whidwd up the financial

statements -

2. other securities -

b) third party securities held on deposit (eding portfolio

management): other 1,785,921
1. securities issued by the Bank whidwdé up the financial
statements 1,032,305
2. other securities 753,616
b) third party securities deposited with thiatties 1,444,942
d) own securities deposited with third parties 1,470,546

4. Other transactions -

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

The table provides a breakdown of the differenceisvohg from the elimination of the asset items
relating to the portfolio received subject to desarve and after collection with those of the linbs
relating to transferors with settlement date subsagjto closure of the financial statements. Accayd

to the Supervisory instructions, in the annual ritial statements the “other assets” or the “other
liabilities” will have to contain, according to thealue of the sign, only the imbalance of the items
relating to the portfolio, indicating the individusbmponents in the Explanatory notes.

The imbalance between the sum of the “debit adjestsi represented by the asset items for bank
collection order, bills of exchange, direct debét;. accepted subject to due reserve and aftierctioh

by customers and banks and the sum of the “creglisaments” represented by the liability items'oé t
transferors, is equal to Euro 37,496 thousand sunelcorded in the financial statement liabilitynt&00
“other liabilities”.

Points a.1 and b.1 include the amount of the itemith, settlement date in 2016, flowing to the catre
accounts of the correspondent banks already dubip and related to remittances of bills for
collection. These items have been reversed fromntieidual pertinent accounts and booked to the
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original portfolio items (bills received on collem from banks or rather bills sent for collectitm
banks).
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Items Total 31 Dec. 2015| Total 31 Dec. 2014

a) “debit” adjustments 483,916 513,741
1. Current accounts 6,28( 1,975
2. Portfolio 474,144 506,743
3. Cash 986 562
4. Other accounts 2,506 4,461
b) “credit” adjustments 521,412 545,652
1. Current accounts 10,148 1,282
2. Transferors’ bills and documents 508,700 539,314
3. Other accounts 2,564 5,056
Currency spreads on portfolio transactions 37,496 31,911

Part C — Information on the income statement.

Section 1 - Interest - Items 10 and 20

This section comprises the interest income and resggethe similar income and charges relating,
respectively, to financial assets held for tradiaegilable-for-sale financial assets, financiaktsseld
until maturity, loans, receivables, financial asseeasured at fair value (asset items 10, 20, B06@L

60 and 70), payables, securities issued, finataiailities held for trading, financial assets meesl at
fair value (liability items 10, 20, 30, 40, and 58% well as any interest accrued during the yeastber
transactions.

The interest income and expense also includesitteeeshtials or margins, positive or negative, asxt

up until the reference date of the financial staets or expired or closed by the reference dastimel

to the derivative contracts.

1.1 Interest income and similar revenues: breakdown

. Debt Loans Other_ Total Total
Iltems/Technical forms securities transaction| 31 Dec. 31 Dec.

S 2015 2014
1.IFinancial assets held for trading - - - - -
2.|/Available-for-sale financial assets 9,611 - - 9,611 16,343
3.

Financial assets held to maturity - - - - -
4.)Amounts due from banks 767 128 - 895 889
5./Amounts due from customers - 98,40/ - 98,40 115,468
6. [Financial assets measured at fair value - - - -
7./Hedging derivatives - - - - -
8. |Other assets - . 54 54 1

Total 10,387 98,53 54 108,96 132,701
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The sub-item 4 “Amounts due from banks” includes:

STOCK AND LIABILITY LEDGER AND RECORD

Interest income on amounts due from banks for: Total 31 Dec. 2015 Total 31 Dec. 2014
- deposit tied to compulsory reserve 9 31
- current accounts for services rendered 6 17
- deposits 113 82
- debt securities 767 759
Total 89 889

The sub-item 5. “Amounts due from customers” inelsid

Interest income on amounts due from customers for:

Total 31 Dec. 2015

Total 31 Dec. 2014

- current accounts 37,138 47,034
- mortgage and personal loans 34,57§ 38,941
- import - export advances 2,214 3,048
- other credit transactions 22,631 24,703
- default interest 1,837 1,742
Total 98,40 115,468

During the year, default interest accrued on namep@ing positions for Euro 1,069 thousand, fully

written down; item 10 comprises just the defaukeiiast collected for Euro 870 thousand.

With regard to the other performing and impairedifpons other than non-performing, default interest

was recorded in the income statement for a tot&lurd 958 thousand.

With regard to the positions which were impairechb81 December 2015, interest was recorded in the
income statement other than default interest, actctiaroughout the year to the following extent:
Euro 1,505 thousand

- Past due
- Probable defaults Euro 6,992 thousand

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

Items/Amounts Total 31 Dec. 2015 | Total 31 Dec. 2014
Total 782 905
1.4 Interest expense and similar charges: breakdown
. " Other Total Total
Items/Technical forms Payables| Securities transactions|31 Dec. 201 31 Dec. 2014
1. |Amounts due to central banks (419) - - (419 (1,046
2. |Amounts due to banks (6 - - (6 (5
3. /Amounts due to customers (15,910 - - (15,910 (25,989
4.  |Securities issued - (37,901 - (37,901 (45,108
5.  |Financial liabilities held for trading - - - - .
6. [Financial liabilities measured at fair valu - - - - -
7. |Other liabilities and provisions - - (21 (21 (17
8. |Hedging derivatives - - - - -
Total (16,335 (37,901 (21 (54,257 (72,165
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The sub-item 2. “Amounts due to banks”, “Payabledtimn includes:

STOCK AND LIABILITY LEDGER AND RECORD

Interest expense for amounts due to banks:

Total 31 Dec. 2015

Total 31 Dec. 2014

- current accounts

- loans received

(6)

(6)

Total

(6)

(©)

The sub-item 3. “Amounts due to customers”, “Pagabtolumn includes:

Interest expense on amounts due to customers:

Total 31 Dec. 2015

Total 31 Dec. 2014

- current accounts (11,896 (18,320
- savings deposits and time deposits (3,903 (7,541
- NewMic market loans (85) (50
- deposits and accounts in foreign currency (26) (78
Total (15,910 (25,989

The sub-item 4 “Securities issued” includes the amaf Euro 37,901 thousand which comprises
interest expense on bonds issued for Euro 37,584sttmd and on certificates of deposit for Euro 317

thousand.

1.6 Interest expense and similar charges: otherarhation

1.6.1 Interest expense on foreign currency finanki@bilities

Items/Amounts

Total 31 Dec. 2015

Total 31 Dec. 2014

Total

(26

(78

1.6.2 Interest expense on liabilities for financildase transactions

Items/Amounts

Total 31 Dec. 2015

Total 31 Dec. 2014

Total

3

4
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Section 2 — Commission - Items 40 and 50

These items include the income and expense relaétirthe services which the bank provides to its
customers and those received from third partiess&litems do not comprise the costs rechargednwithi
the sphere of other operating income.

2.1 Commission income: breakdown

Type of services/Balances Total 31 Dec. 2015 Total 31 Dec. 2014
a) guarantees given 1,126 1,190
b) credit derivatives - -
¢) management, trading and advisory services: 710,7 8,335
1. trading of financial instruments - -
2. foreign exchange dealing 314 326
3. portfolio management - -
3.1 individual - -
3.2 collective - -
4. custody and administration of securities 121 97
5. custodian bank - -
6. placement of securities 4,324 2,737
7. collection of order transmission and retaddivities 1,189 1,442
8. advisory activities - -
8.1 regarding investments - -
8.2 regarding financial structure - -
9. distribution of third party services 4,823 3,733
9.1 portfolio management - -
9.1.1 individual - -
9.1.2 collective - -
9.2 insurance products 4,759 3,733
9.3 other products 64 -
d) collection and payment services 5,774 5,866
e) servicer activities for securitisation operaio 233 116
f) services for factoring transactions - -
g) tax collection and payment services - -
h) management activities for multi-lateral tradsygtems - -
i) current account keeping and management 8,535 8,625
j) other services 3,741 2,972
Total 30,180 27,104

Item j) other services includes the commissiontirgdato credit cards, the use of Cashline and POS
cards for around Euro 1,584 thousand and, for éselual amount, commission relating to loans and
services associated with current accounts.
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2.2 Commission income: distribution channels forqaucts and services

Channels/Balances

Total 31 Dec. 201

Total 31 Dec. 201
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a) care of Bank branches: 9,146 6,470
1. portfolio management - -
2. placement of securities 4,324 2,737
3. third party products and services 4,822 3,733
b) off bank premises: - 1
1. portfolio management - .
2. placement of securities - .
3. third party products and services - .
¢) other distribution channels: - -
1. portfolio management - .
2. placement of securities - .
3. third party products and services - -
2.3 Commission expense: breakdown
Services/Balances Total 31 Dec. 2014Total 31 Dec. 2014
a) guarantees received - (907
b) credit derivatives - -
¢) management and trading services: (891 (401
1. trading of financial instruments - -
2. foreign exchange dealing - -
3. portfolio management (762 (263
3.1 own (762 (263
3.2 delegated by third parties - -
4. custody and administration of securities (129 (138
5. placement of financial instruments - -
6. offer outside bank premises of financial insteunts, products
and services - -
d) collection and payment services (1,316 (1,360
e) other services (1,194 (703
Total (3,401 (3,371

During 2014, commission for guarantees receivetuded the amounts acknowledged to the Ministry
of the Economy and Finance for the guarantee gilaotesecurities issued by the bank and used as
collateral for the purpose of accessing the ECBidgaursuant to Article 8 of Italian Decree Law No.

201 dated 6 December 2011, a guarantee dischargetVance at the end of July 2014.

In correlation with the increase in the own UCITr{fmio, commission expense pertaining to

management activities rose.
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Section 3 — Dividends and similar income - Item 70

3.1 Dividends and similar income: breakdown

Total 31 Dec. 2015 | Total 31 Dec. 2014
Items/Income income [

dividends| from UCIT |dividends|"'¢°™e from

units UCIT units
A. [Financial assets held for trading - - - -
B. |Available-for-sale financial assets 165 1,17¢ 206 571
C. Financial assets measured at fair value - - - .
D. [Equity investments 73 - - -
Total 23§ 1,178 20 571

These are dividends collected on securities recomilehe available-for-sale financial assets pdidfo
both equities and UCITs, and the equity investnpentfolio.

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

The item includes:

a) the balance between the profits and lossesamsdctions classified under “financial assets Faid
trading” and “financial liabilities held for tradii, including the results of the valuations of thes
transactions;

a) the balance between the profits and lossesandial transactions, differing from those desigdait
fair value and hedging ones, denominated in foreigmency, including the results of the valuations
of these transactions.
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4.1 Net profit (loss) from trading activities: br&down

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

Capital Profits on |Capital losse§ Losses on

Transactions/ Income components gains (A) | trading (B) ©) trading (D)

1. Financial liabilities held for trading 2 566 - (1 567
1.1 Debt securities (1 3
1.2 Equities 4 2 N J 2
1.3 UCIT units . - - - -
1.4 Loans - - - - -
1.5 Other . 562 - - 562
2. Financial liabilities held for trading - - - - -
2.1 Debt securities - 1 - -
2.2 Payables - 1 - i
2.3 Other . - - -

3. Financial assets and liabilities: exchange 1 1 | (26
differences

4. Derivative instruments - i 4 ]
4.1 Financial derivatives: - - - 4
- On debt securities and interest rates - - -
- On equities and share indices - - -
- On currency and gold - - -
- Other - - .
4.2 Credit derivatives - - - 4 -
Total 2 566 . 1 541

N
N
1

The sub-item “1.5 Financial assets held for tradother” includes the gains and losses derivingnfro
foreign currency trading.

Section 5 - Net gain (loss) from hedging activitiedtem 90

5.1 Net gain (loss) from hedging activities: breaken

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

Section 6 - Gains (Losses) on disposal/repurchatem 100

This section includes the positive and negativar@ds of the gains and losses generated by means of
the sale of financial assets and liabilities otifian those relating to trading and those desigreitéair
value.
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6.1 Gains (Losses) on disposal/repurchase: breakaow

Total Total
ltems/Income items 31 Dec. 2015 31 Dec. 2014
Profits | Losses Netresult | Profits [Losseq Net result
Financial assets
1. Amounts due from banks - - - - -
2. Amounts due from customers 243 (1,309, (1,066 - - -
3. Available-for-sale financial assets 39,217 (643) 38,57( 69,819 (480] 69,339
3.1 Debt securities 30,56] (129) 30,43¢ 67,797 (75) 67,718
3.2 Equities 1,45] - 1,451 4 (79 (79
3.3 UCIT units 7,198 (514 6,681 2,02¢ (326 1,70(
3.4 Loans - - - - - -
4. Financial assets held to maturity - - - - - -
Total assets 39,45¢ (1,952 37,504 69,819 (480] 69,339
Financial liabilities
1. Amounts due to banks - - - - -
2. Amounts due to customers - - - - - -
3. Securities issued 104 (688 (584 122(1,831] (1,709
Total liabilities 104 (688 (584 122(1,831 (1,709

The overall positive result of the disposal/repassh activities amounts to Euro 36,920 thousand
compared with Euro 67,630 thousand in 2014. ludek Euro 1,066 thousand for the net loss registere
on the disposal of a number of amounts due frontoowsrs, Euro 38,570 thousand for total income
deriving from the sale of the securities includadthe portfolio of available-for-sale financial ats
mainly Government securities, and Euro 584 thousalaling to the losses on the repurchase of Bank
bonds at a price higher on average than that résedjim the accounts at amortised cost.

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

The table is not drawn up since the Bank does olok fmancial assets and liabilities classifiedhe
specific “measured at fair value” portfolio.

Section 8 — Net value adjustments/writebacks foparment - Item 130

The balances of the value adjustments and valuelvacks associated with the deterioration of anwunt
due from customers and banks, the available-f@-fiabncial assets, the financial assets held until
maturity and other financial transactions are presgin this item.
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8.1 Net value adjustments for impairment of loansdareceivables: breakdown

The breakdown of net value adjustments for impantneé loans and receivables is as follows:

Value adjustments (1) Value writebacks (2)

Transactions/ Income Specific T(gtla;IZ)Sl Total 31
components Derecogr Portfoli Specific Portfolio Dec. 2015 Dec. 2014
itions | Other 0 A B A B

A. Amounts due from banks - - - - - - . - i
- Loans - - - - - - - - _

- Debt securities - - - - - 4 S i i

B. Amounts due from
customers (1,021] (62,787 (42) 8,78(¢ 7,531 - 1,361 (46,178] (71,346
Impaired loans and
receivables acquired - - - - - - - - -

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

Other receivables (1,021] (62,787 (42) 8,78(¢ 7,531 - 1,361 (46,178] (71,346

- Loans (1,021) (62,787 (42) 8,780 7,531 - 1,361 (46,178] (71,346

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

C. Total (1,021] (62,787 (42) 8,78¢ 7,531 1,361 (46,178 (71,346

Key
A = From interest
B = Other writebacks

The value adjustments, in correspondence to theeCiB8p - Derecognitions” column, are those
pertaining to the year which derive from dischaggevents, those corresponding to the “Specific -
Other” column correspond to the amount booked ® ititome statement as a consequence of the
analytical writedowns of impaired loans and reckigg, adjustments inclusive of the discounting back
of the estimated future cash flows which populbgegpecific writedown allowances.

The value adjustments/writebacks recorded in thetfplio” columns represent the adjustment of the
measurement of the overall risk on performing loamd receivables and their accounting counterpart i
the allowance for the writedown of performing loam&l receivables (portfolio value adjustments & th
tables in part E); to a minor extent, the valualoimpact of loans which have become non-interest
bearing or have returned to produce interest.

The value writebacks stated in the “Specific - Alunn refer to the value writebacks deriving frdme t
discounting back and corresponding to the inteaestued in the period on the basis of the original
interest rate used to calculate the value adjugsnen

The specific writebacks illustrated in column B ¢yntrast refer to all the valuation value writelmck
(also for return to performing status) and collectvalue writebacks on impaired positions, as asl|
the recovery of positions by now amortised.
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8.2 Net value adjustments for impairment of availakor-sale financial assets:
breakdown

Value adjustments | Value writebacks

Transactions/ Income Total 31 Dec. 201|Total 31 Dec. 2014

components Specific Specific
Derecognitig Other A B
ns
A. Debt securities . - . - - ]
B. Equities . (2,453 - - (2,453 (3,052
C. UCIT units . (536 - - (536 (159
D. Loans to banks . - - - - i
E. Loans to customers . - - - - i
F. Total (2,989 . (2,989 (3,211

Key
A = From interest
B = Other writebacks

The amount refers to:

- the write-down of the shares held in CA.RI.FE. Eoro 1,490 thousand, with writing off of the
book value as a consequence of the settlemenisabaink;

- the write-down of the equity investment UBI Leasifiog Euro 53 thousand, aligning the value
recorded in the financial statements to the shadehs equity of the investee company as at 30
September 2015;

- Euro 414 thousand relating to the alignment ofst@es of Banca Popolare di Cividale with the
last valuation expressed on the security by thermat trading market of this Bank, given the
continuity of trading for a period longer than 18mths at a price lower than the book one;

- Euro 496 thousand relating to the write-down of shares held in Banca Popolare di Vicenza
with adjustment to the value established by thedhareholders’ meeting of said Bank;

- to the alignment of the book value expressed inakeinterim report of the UCIT funds Asset
Bancari | (Euro 71 thousand) and Asset BancariBMr¢ 465 thousand).

The value adjustments were made in compliance with classification and measurement policy
adopted by the Bank.

8.3 Net value adjustments for impairment of finamtiassets held until maturity:

breakdown
The table is not drawn up because there are nodiabassets classified as thus.
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8.4 Net value adjustments for impairment of othéndncial transactions: breakdown

STOCK AND LIABILITY LEDGER AND RECORD

Value adjustments (1) Value writebacks (2)
Transactions/ Income Specific T(gtla;IZ)Sl Total 31
components Derecogr Specific Portfolio Dec. 2015 Dec. 2014
itions | Other |Portfolio| A B A B

A. Guarantees granted : (111 (310 - 329 - 4 (92 (1,852
B. Credit derivatives - - - - - - - - -
C. Commitments to
disburse funds j ] ] j ] j ] j i
D. Other transactions - - - - - - - - -
E. Total - (111 (310 329 - . (92 (1,852
Key

A = From interest
B = Other writebacks

The table shows the value adjustments and writebaokendorsement loans to customers which are
impaired.

Section 9 - Administrative expenses - Iltem 150
This section provides analysis of the “payroll aakhted costs” and the “other administrative expshs
recorded during the year.

9.1 Payroll and related costs: breakdown

Type of expense/Balances Total 31 Dec. 2015| Total 31 Dec. 2014
1) Employees (33,278 (32,367
a) wages and salaries (23,210 (22,996
b) social security charges (6,279 (6,105
¢) leaving indemnities (420 (368
d) welfare and pension costs - -
e) provision for employee leaving indemnities (110 (157
f) provision for pensions and similar commitrtse - -
- defined contribution - -
- defined benefits - -
g) payments to external supplementary perfsiods: (2,079) (1,683
- defined contribution (2,079 (1,683
- defined benefits - -
h) costs deriving from payment agreementsdas own shares and
similar instruments - -
i) other employee benefits (1,180 (1,058
Other personnel in service (138 (182
3) Directors and statutory auditors (879 (845
4) Retired personnel - -
5) Costs recharged for employees seconded careotfier companies - 24
6) Reimbursements of expenses for third party emplees seconded t¢
the company - -
Total (34,295 (33,370)
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The overall amount of the payroll and related castgeased in relation to the salary and wage
dynamics and contractual rises, as well as thegehanthe workforce.

The items “wages and salaries” and “social se@sritiontributions” also include the provision foe th
2015 results bonus, which will be paid during 2016.

The sub-item “c) leaving indemnities” includes #@ounts intended for the INPS Treasury Fund, in
accordance with the provisions introduced by théame reform as per Italian Legislative Decree No.
252/2005 and Italian Law No. 296/2006, as well las sums paid monthly in the pay packet to
employees who have opted for this alternative thiced by Italian Law 190/2014.

The sub-item “e) provision for leaving indemnitiesalaried employees” includes the revaluatiorhef t
indemnity which has remained in-house (employeeimgaindemnity provision) and the non-actuarial
components of the IAS measurements.

The sub-item g) includes the portions relatingh® supplementary pension fund paid by the Bankeo t
Supplementary Funds on a compulsory (portion redeid the leaving indemnity) and optional basis.

The sub-item 2) “other personnel” includes Euro fi83isand relating to costs for atypical employment
contracts, including those for “temp work” contsar Euro 109 thousand.

The item 3) “Directors and statutory auditors” caorses:
- the fee, inclusive of VAT and contributions, fitbre Board of Statutory Auditors totallinguro 203

thousand,;
- the fee, inclusive of VAT and contributions, ih&l for the members of the Board of Director tatgll

Euro 676 thousand.

9.2 Average number of employees by category

ltems Total 31 Dec. 2015 Total 31 Dec. 2014

° | Salaried employees: 485 468
a) senior executives 9 9

b) middle managers 180 171

c) other salaried staff 296 288

° | Other personnel 14 14

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

Exact number of employees Total 31 Dec. 2015 | Total 31 Dec. 2014

Salaried employees 486 483
of which part time 16 16
Under staff leasing 1 2
Other personnel 13 14

The exact number of employees is indicated witheeighting the part-time employees at 50%.
Other personnel include the 10 directors and 3reateo-workers.
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9.3 Defined-benefit company pension funds: costslaavenues

There are no defined-benefit company pension funds.

9.4 Other employee benefits

This item includes various types of expense, ak/sed below:

STOCK AND LIABILITY LEDGER AND RECORD

Type of expense/Balances Total 31 Dec. 201| Total 31 Dec. 201
Luncheon vouchers (566 (533
Insurance premiums (418 (408
Training expenses (138 (79
Other (58 (38
Total (1,180 (1,058

9.5 Other administrative expenses: breakdown

Administrative expenses other than payroll andteelacosts amounted at year end to Euro 35,608

thousand; the table below presents a comparisdnthgt previous year:

Type of expense/Balances

Total 31 Dec. 2015 | Total 31 Dec. 2014 |

Contributions to the resolution fund and to theas#pguarantee

system (4,807) -
Telephone, postal and data transmission expense 94001, (2,121)
Intangible fixed asset maintenance expenses (1,647) (1,445)
Rentals payable on properties (1,467) (1,527)
Security, transportation and custody of valuablgseases (665) (652)
Transportation expenses (246) (215)
Expert appraisals and real estate documents (212) (110)
Legislative and procedural consulting (373) (501)
Sundry consulting and services (235) (486)
Costs for office materials and supplies (613) (661)
Electricity and heating costs (644) (722)
Advertising and entertaining expenses (583) (560)
Legal costs (1,924) (1,733)
Insurance premiums (2,127) (1,749)
Costs for information and searches (1,841) (1,765)
Data processing centre (4,534) (4,302)
Indirect taxes and duties (8,877) (9,255)
Cleaning services (435) (426)
Membership fees (587) (497)
Contributions for Treasury Service and sundry a@issions (24) (64)
Processing of bills, cheques and documents catérdfparties (494) (482)
Rented property maintenance and condo charges (68) (102)
Subscriptions and ads for newspapers and magazines (106) (88)
Purchase of promotional materials (81) (128)
Cost of the staff leasing contracts service 12) (16)
Expenses for travel and business trips involving@enel in service (343) (327)
Securitisation administrative expenses (373) (29)
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Sundry minor costs and expenses for general meeting (350) (321)
Total (35,608) (30,284)

The overall increase in administrative expensekiesto the recognition in this item of the ordinand
extraordinary contributions to the Resolution FBIRRD Directive) and to the Deposit Guarantee
Fund (DSG Directive), funds recently established eimaracterised by different methods of intervantio
in the case of banking crises.

The Resolution Fund, set up care of the Bank dy,lt@ceived ordinary contributions for Euro 1,056
thousand and extraordinary contributions for Eurd78 thousand for the capitalisation of the new
banks emerging from the resolution procedures ofRTAE., Banca Etruria, Banca Marche and Cassa
di Risparmio di Chieti.

Ordinary contributions have been paid over to tepdit Guarantee Fund for Euro 381 thousand, equal
to the six-monthly payment required; the 2016 sitghdaw also envisaged a solidarity fund for aatiobf
Euro 100 million to protect the subordinated boridacs of the four banks in crisis and the Bank took
steps to set aside its portion, estimated as Hi@dlusand.

Within administrative expenses, the predominangepsesented by the item “Indirect taxes and lévies
which also include the stamp duty paid on behalfusftomers, other taxes pertaining to the Bankis suc
as IMU, TASI, TARI, municipal taxes, registratioexes and sundry associated with the debt collection
activities. The prevailing amount regards stampy d&uro 7,745 thousand compared with Euro 8,105
thousand in 2014, a decrease attributable to tlegehin the average stock of bonds subject to the
proportional duty). The amount of the related rexgvis recorded in the item “190 Other operating
income and expense”.

In conclusion, mention is made of the incidencéhef administrative charges relating to the extensio
in 2015, of the scope of the internal securitisatransaction already outstanding in previous years

Section 10 - Net allocations to provisions for rssland charges - Item 160

This item includes the balance, positive or negatbetween the allocations and any re-assignments t
the income statement of provisions deemed in exaetsting to the provisions as per sub-item b)
“other” in item 120 “provisions for risks and chagj under the balance sheet liabilities.

10.1 Net allocations to provisions for risks andariges: breakdown

Items Total 31 Dec. 2015 | Total 31 Dec. 2014
Provision for legal disputes, compound interest sexlrities as we
as for bankruptcy revocatory action (1,066) (572)
Return to income statement for settlement of dispatising during
core business activities 138 10
Total (928) (562)

Section 11 - Net value adjustments/writebacks angible assets - Item 170
The item comprises the balance between the valpestatents and the value writebacks relating to
tangible assets held for operating use, includimgsé relating to activities acquired under finahcia
lease.
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11.1 Net value adjustments on tangible assets: koeavn

. _ : Value yalue Net result
Assets/Income items Depreciation (a] adjustment for | writebacks
impairment (b) (c) @eb-e
A. Tangible assets

A.1 Owned (1,577 - - (1,577
- Used in operations (1,577 - - (1,577
- For investment - - :
A.2 Acquired under financial lease (13 - - (13
- Used in operations (13 - - (13
- For investment - - - -
Total (1,590 (1,590

The depreciation for 2015 amounts in total to ELiB90 thousand. Reference is also made to tabBe 11.
in Section 11 of the balance sheet - Assets “Intdadixed assets”.

In detail, the depreciation is broken down as fwefo

* on properties Euro 674 thousand;

* on furniture and furnishings Euro 228 thousand,;

* on electronic installations Euro 194 thousand;

* on the remaining assets Euro 494 thousand.

As at 31 December 2015, there were no assets tretdilie and discontinued operations as per IFRS 5.

Section 12 - Net value adjustments/writebacks otangible assets - Iltem
180

This section comprises the balance between thee\adjustments and the value writebacks relating to
intangible assets, other than goodwill, includihgse relating to assets acquired under financeelele
and assets provided under operating lease.

12.1 Net value adjustments on intangible assetedkdown

. o : Value yalue Net result
Assets/Income items Amortisation (a) _adjus_tment for| writebacks (@+b-c)
impairment (b) (©)
A. Intangible assets

A.1 Owned (767 - - (767
- Internally generated by the company - - - -
- Other (767 - - (767
A.2 Acquired under financial lease - - - -
otal (767 4 . (767

The value adjustments refer to the amount of intdaegassets with a specified useful life acquired
externally.

Intangible assets are more fully described in $acti2 of the balance sheet - Assets “Intangibledix
assets” in these explanatory notes
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Section 13 - Other operating income and expensiem 190
The costs and revenues not attributable to otleenst which contribute to the formation of item 270
“Profit (Loss) from operations net of taxation” altastrated in this section.

13.1 Other operating expense: breakdown

The breakdown of other operating expense is provimzow.

Types of expense/Balances Total 31 Dec. 2015 | Total 31 Dec. 2014
Out-of-period expense (191) (104)
Costs for leasehold improvements and expensesiroinptirty
assets (125) (150)
Sundry (116) (168)
Total (432) (422)

The item “costs for leasehold improvements and es@e on third party assets” includes the
amortisation of improvements made to third partgets in detail structural work necessary for the
setting up of rented branches.

The item “Sundry” mainly comprises costs of legadl gimilar transactions pertaining to the year.

13.2 Other operating income: breakdown

The breakdown of other operating income is provideldw.

Types of income/Balances Total 31 Dec. 2015 | Total 31 Dec. 2014
Rental income on properties 41 57
Taxes recharged to customers 7.741 8,096
Insurance premiums recharged to customers 1,181 1,052
Recovery of expenses on deposits and current atcoun 124 135
Services provided to other Group companies 20 20
Recoveries on legal costs 1,651 1,502
Out-of-period income 78 291
Fast credit processing fees 2,779 3,016
Costs recharged to employees 1 1
Total 13,616 14,170

Taxes recharged for Euro 7,741 thousand concerrstdrap duty on current accounts and securities
deposits; the recovery is linked to the amount g under administrative expenses (see the takie “
Other administrative expenses”).

The item “Recoveries on legal costs” includes rec@s relating to the legal costs inherent to $meci
recovery activities vis-a-vis non-performing pasits, recharged to the same (both costs for proiesisi
consulting and for taxes).

Fast credit processing fees are classified hergeqaired by Bank of Italy financial statement
legislation.

Services provided to Group companies include serwaictivities provided to Valsabbina Real Estate
S.r.l.
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Section 14 - Gains (Losses) on equity investmeritemn 210

14.1 Gains (losses) on equity investments: breakalow

Income components/Balances

Total 31 Dec. 2015 | Total 31 Dec. 2014
A. Income - -
1. Revaluations
2. Profits on disposal
3. Value writebacks
4. Other income -
B. Expense (130)
1. Write-downs (130)
2. Impairment value adjustments -
3. Losses on disposal
4. Other expense -
Net result (130)

The item comprises the value adjustment made oadhgy investment held in the subsidiary
Valsabbina Real Estate S.r.l..

Section 15 — Net profit (loss) from the fair valwaluation of tangible and
intangible assets - Item 220

Section 16 - Value adjustments to goodwill - It&80

These tables have not been drawn up since theeeld®an no transactions which would require
indication in these sections.

Section 17 - Gains (Losses) on disposal of investtae Item 240

17.1 Gains (Losses) on disposal of investmentsakdown

Income components/Balances

Total 31 Dec. 2015

Total 31 Dec. 2014

A. Properties

12

- Profits on disposal

- Losses on disposal

12

B. Other assets

- Profits on disposal

- Losses on disposal

3

Net result

12

Section 18 - Income taxes for the year on currepterations - Item 260

This item discloses the tax liability - equal te thalance between the current taxation and therddfe
taxation - relating to the profit for the year.
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18.1 Income taxes for the year on current operatoireakdown

The breakdown of taxation for the year is provitdetbw.

Income components/Balances Total Total
31 Dec. 2015 31 Dec.
1. Current taxes (-) (7,083 (24,963
2. [Changes in current taxes for previous years (+/-) - -
3. |Reduction in current taxes for the year (+)
3 bis Reduction in current taxes for the year for taxditeeas per Italian Law

No. 214/2011 (4 - -
4. |Change in prepaid taxes (+/-) 4,288 15,278
5. [Change in deferred taxes (+/-) (128 (230
6. [Taxation pertaining to the year (-) (-1+/-2+3+3bisk4+/-5) (2,923 (9,915

The current taxes have been recognised on the tlasig legislation and the current tax rates (%5
for IRES and 5.57% for IRAP); these taxes are dated on the basis of the taxable base pertaiming t
the year for tax purposes.

The tax liability for 2015 was determined takingpimccount the amendments introduced by Italian Law
No. 190 dated 23 December 2014 (2015 stability \aith regard to the deductibility of the payrolldan
related costs for permanent staff from the IRARd& base.

The change in prepaid taxes (prepaid arising lesgsgid cancelled in the year) amounting to Eur@8,2
thousand is shown in asset table 13.3, while tivathie deferred taxes is shown in asset table 13.5.
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18.2 Reconciliation between the theoretical tax I@lity and effective tax liability in the financial
statements

The following table shows the reconciliation of tkective tax liability (26.61%) with respect tbet
theoretical one calculated on the profit from couitng operations gross of taxation (income statémen

item 250).

IRES (COMPANY EARNINGS' TAX) Taxable amount IRES 27.5% | % incidence
Profit before taxation (theoretical taxation) 1598 (3,021) 27.50%
Permanent increases
- 4% non-deductible interest expense 2,170 (597) (5.43%)
- non-deductible writedown of long-term securities 2,582 (710) (6.46%)
- other non-deductible expense 762 (210) (1.91%)
Permanent decreases
-10% IRAP deduction and payroll and related costs (1,395) 384 3.49%
- dividends (226) 62 0.57%
- capital gains from disposal of equity investnseint (1,379) 379 3.45%
- equity increase (a.c.e.) (4,151) 1,142 10.39%
- other changes (571) 157 1.43%
Effective IRES tax liability (2,414) (21.97%)
IRAP (REGIONAL BUSINESS TAX) Taxable amount IRAP 5.57% | % incidence
Profit before taxation (theoretical taxation) 1598 (612) (5.57%)
Permanent increases
- 4% non-deductible interest expense 2,170 (121) (1.10%)
- non-recoverable writedown of long-term secusitie 1,620 (90) (0.82%)
- other non-deductible expense (10% general exgzer
and other associated items) 1,270 (71) (0.64%)
Permanent decreases
- dividends (119) 7 0.06%
- IRAP recovery on prior writedown from disposél o
loans (3,223) 180 1.63%
- other changes (3,547) 198 1.80%
Effective IRAP tax liability (509) (4.63%)
Total effective IRAP and IRES tax liability (2,923) (26.61%)

Section 19 — Profit (loss) from groups of asset$chior sale, net of tax -

Item 280

The table is not drawn up because there are ntsadassified as thus.
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Section 20 — Other information
This section is not drawn up since it is deemedttti@information provided previously is complete.

Section 21 - Earnings per share

The new international standards (IAS 33) requiee rétturns indicator to be published on a mandatory
basis: “earnings per share” (commonly known as “EERS the two versions:

* “Basic EPS”, calculated by dividing the net ptdfy the weighted average of the ordinary shares in
circulation;

 “Diluted EPS”, calculated by dividing the net ptdy the weighted average of the ordinary shames
circulation, also taking into account the clasdasstruments with diluting effects.

21.1 Average number of ordinary shares in termsdilited capital
There are no ordinary shares which will be issweithé future with diluting effects on the capital.

21.2 Other information

Total 31 Dec.
ltems 2015 Total 31 Dec. 2014
Profit (Loss) for the year 8,062 14,007
Ordinary shares (weighted average) 35,329,009 35,429,592
Earnings per share 0.22 0.395

On the basis of sections 19 - 20 of IAS 33, witharel to the calculation of the basic earnings pares
the number of the ordinary shares in circulatiorstfoe equal to the weighted average for the numiber
days which the shares have been in circulationtfi@refore net of the own shares repurchased.
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Part D - Comprehensive income

This is additional disclosure required for presegmtnot only the profit for the year but also théest
income components not recognised in the incomerseit (these include, in essence, the changes in

the shareholders’ equity valuation reserves).
In addition to the statement of comprehensive inresmown after the financial statement schedules, th

following additional details are provided.

Analytical statement of comprehensive inco
Iltems Gross amount Income Net amount
taxes
10. |Profit (loss) for the year X X 8,067
Other comprehensive income components withou 324 (107 217
reversal to income statement
40. |Defined benefit plans 324 (107 217
Other comprehensive income components with (11,060 4.383 (6,677
reversal to income statement
100.|Available-for-sale financial assets (11,060 4,383 (6,677
a) fair value changes (9,689 3,89¢ (5,790
b) reversal to income statement (1,346 482 (864
- impairment adjustments 551 (68 483
- realised gains/losses (1,897 550 (1,347
c¢) other changes (25 2 (23
130.|Total other comprehensive income components (10,736 4,27€ (6,460
140.|Comprehensive income (Item 10+130) (10,736 4,276 1,602

With regard to item 100, the breakdown of the faafue changes and the reversal to the income

statement of the impairment adjustment recognis&D15 is as follows:

Gross amount Income Net amount
taxes
a) fair value changes (9,689 3,894 (5,790
Debt securities (5,093 1,683 (3,410
Equities 3,84( (574 3,266
UCIT units (8,436 2,79( (5,646
b) reversal to income statement - impairment adjushents 551 (68 483
Equities 414 (23 391
UCIT units 137 (45 92
b) reversal to income statement - realised gainsees (1,897 55( (1,347
Debt securities (625 207 (418
Equities (297 21 (276
UCIT units (975 322 (653
c) other changes (25 2 (23

Item 40 is equal, as already indicated in the contrieeliability item 110, to the actuarial change the
year in the provision for employee leaving indemesit a change which as from the 2012 financial
statements was registered with a matching sharetsdlelquity balance.
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The amount of the income tax for Euro 4,276 thodsanalso indicated in the asset tables 13.5 86l 1
“Tax assets”, as follows:

13.5 Changes in prepaid taxes (through shareholdéraquity)

Increases 4,869
Decreases (439
13.6 Changes in deferred taxes (through shareholdgrequity)

Increases (963
Decreases 810
Effect of the income taxes on comprehensive income 4,276




Banca Valsabbina cf 00283510171 — STOCK AND LIABILITY LEDGER AND RECORD
OF FINANCIAL STATEMENTS page 150 /2016

Part E

Information on risks and the related hedging poles

Introduction

The Bank carries out its activities according tadant and sound management criteria and with a
contained propensity to risk, this in relation to:

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

The overall propensity to risk is measured in sumynfi@am via the identification, within the spheré o
the Bank’'s equity (“own funds”), of a capital conmgmt not intended for the undertaking of risks
(unexpected losses), but oriented towards purgtmdpllowing purposes:

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

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

The Bank’s system of internal controls ensures ithplementation of the corporate strategies and
policies and is made up of a series of rules, mhoes and organisational structures which aim to
observe the standards of sound and prudent manageme

The Corporate Bodies have the prime responsilitgnsuring, according to specific responsibilities
the completeness, adequacy, functionality andbiéitiaof the System of internal controls.

The Bank has adopted a traditional type of govezeanodel which envisages the presence of a Board
of Directors, a Board of Statutory Auditors and & Management.

The Board of Directors is the head of the Bank’siagement and strategic supervision unit, in which
General Management also takes part, while the Gbkinit is assigned to the Board of Statutory
Auditors.

The Board of Directors defines the business mogahbans of the approval of the strategic business
plan and the annual budgets, with the awarenetiseaisks which this model exposes the Bank to and
comprehension of the methods by means of whichrithes are detected and assessed. The Board of
Directors defines and approves the strategic guieeland sees to their periodic review, establishes
propensity to risk and the related tolerance thokekhas well as the risk governance policies, angur
that the Bank’s structure is consistent with thievaes carried out and the business model adopted

The risk governance policies are formalised in Bpecegulations/policies which are promptly
submitted for the approval of the Board of Direstor

The adoption of new products and services, theclawf 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 whdtherisk profiles undertaken by the Bank in terms
of capital adequacy, liquidity and risk return oabf the operating activities are consistent whik t
propensity towards risk defined within the sphefethe strategic planning activities and with the
regulatory levels. Furthermore, the Board of Dioestassesses the observance of the operating limits
defined for the undertaking of the various typesisis. The Board of Directors ensures the consiste
between the strategic plan, the business modetetheence framework for the propensity to riskigiR
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Appetite Framework”), the ICAAP process, the Budga$ well as the corporate organisation and the
system of internal controls, taking into consideratthe developments in the internal and external
conditions under which the Bank operates.

In particular, during 2015 the “Risk Appetite Framoek Policy” document was reviewed further to the
review of the Strategic Plan for the two-year per15-2016, up-dating the types of risk which the
Bank intends to undertake, the risk objectives,taigrance thresholds and possible operating limits
The Board of Directors is supported by the Risksn@ittee, a body within the board which performs
advisory and proposal-related functions with regardsks and the system of internal controls.

General Management, also availing itself of thatsgic Committee made up of all the senior members
of the Bank, is fully aware of the business risgkeses to the implementation of the strategic gwesli
and the risk governance policies defined by ther@@d Directors. In particular, it proposes opergti
limits for the undertaking of the various typesrigk, taking into account the stress tests camigdby

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

General Management, with a view to facilitating theyelopment and the divulgation at all levels of a
culture of control of the risks, plans the trainipgpgrammes for the Bank’s staff, on the basishef t
proposals made by the Market Division and the Gjmaral HR Division.

The Board of Statutory Auditors carries out pemodhecks so as to ascertain the completeness,
suitability, functionality and reliability of theyStem of internal controls.

When carrying out its tasks, the Board of Statutduglitors uses suitable information flows provided
by other Corporate Bodies and the control functidrie regular attendance of the Board of Statutory
Auditors during Board meetings, which are held vigelepresents a guarantee with regard to prompt
information to the Control Body with regard to ogigonal events.

The sound and prudent management of the bankssureshby a suitable business organisation, which

envisages a complete and functional system ofriateontrols.

Specifically, the Bank’s System of internal congrad divided up into three different levels:

* line controls: aimed at ensuring the correct penfomce of the operations. They are carried out by th
same operating units or incorporated in the proeedand the IT systems, or carried out within the
sphere of the back office activities.

For the purpose of spreading deep-rooted awaresfebge controls to be implemented within the
sphere of each business process within the entuetgre, the Bank has endowed itself with a “line
control manual”. Furthermore, with the aid of th&)IN.E. application (Testo Unico della Normativa
Elettronica), the mapping of all the significanbpesses is made available on-line to the staff. The
T.U.N.E. has the purpose of harmonising the condtithe operators facilitating the integration of
the controls. The up-dates of the internal andraeataegulations are also promptly communicated to
all the company units concerned by means of theifspen-line portal.

» Controls on the risks and on compliance (so-cadedond level controls”) which have the purpose
of ensuring, amongst other aspects:

o the correct implementation of the risk managementgss;

0 the observance of the operating limits assigndébedoarious divisions;

o the compliance of the business operation with stedsj including those concerning self-
regulation.

The second level controls are delegated by thengsgtonal rules to the Risk Management, Planning
& Control Service, the Compliance Service and thai-fnoney Laundering Servicdhe units
tasked with these controls are separate from tlelystion ones; they contribute towards the
definition of the risk governance policies and tis& management process.
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* Internal Audit (so-called “third level controls)inged at identifying violations of the proceduresian
the regulations as well as periodically assessiey dompleteness, suitability, functionality and
reliability of the system of internal controls atite information system. These activities are cdrrie
out by the Internal Audit Service.

The company control Units who see to the secondttaindi level controls have the authority, resources
and expertise necessary for the performance aof tdss.

The company Staff organisation chart envisages compliance with Supervisory instructions - the
hierarchical and functional relationship of the @amy control units with regard to the Board of
Directors.

The control units have access to all the activit@sied out by the bank, both care of the cemiifades
and care of the peripheral structures, as wellngsigformation relevant for the performance of thei
tasks.

Pursuant to Italian Law No. 231/01, a specific Sugery Body of a collegial nature is present, made
up of seven members, including one member of trerdBof Statutory Auditors, the heads of the control
units and a Bank official who also carries out thke of secretary; the Chairman of the Supervisory
Body is an outside professional of proven expegenc

The Supervisory Body has the task of assessingdirect functioning of the organisational safegsard
adopted by the Bank so as to avoid involvemenwents which could be subject to sanctions pursuant
to and for the purposes of Italian Law No. 231 d&1801. As established by the Organisational Model,
it periodically reports to the Bank’s Board of Oiters.

During 2015, the activities of the Supervisory Bddgused on the checking of the observance of the
Organisational Model which the Bank has endoweslfiigith in accordance with the Italian Law 231
also availing itself of the support of the spesialinits within the Bank, with particular referertoethe
legislative innovations which have taken place tnedchanges in the operating context.

The Compliance Unit

The risk of non-compliance is overseen by the CampE Service. The compliance unit's activities
include the monitoring of new legislation (also hwihe support of specialist units), the assessment
the impacts, the proposal of organisational andceumuoral changes aimed at ensuring suitable
safeguarding of the non-compliance risks identjfiad well as the checking of the efficacy of the
organisational adaptations carried out by the dperanits (structures, processes, proceduresdirgu
operative and commercial) suggested for the premenif 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 the strategies and business operataresks whether situations involving conflicts or
interest, or the possible occurrence of such adnfitian be eliminated, reduced or handled and g¢gbmi
the new cases for the attention of General Managgnmeaking suggestions for the overcoming or
solution of the same.

The legislative spheres overseen directly by then@iance Service are attributable to the regulation
on the provision of investments services, the r&guis on market abuse, the regulations regarding
remuneration and incentive policies and practigesbanks 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®)régulations regarding conflicts of interest and
codes of conduct.



Banca Valsabbina cf 00283510171 — STOCK AND LIABILITY LEDGER AND RECORD
OF FINANCIAL STATEMENTS page 153 /2016

The Compliance Unit sees to consulting and assistatis-a-vis the Bank’s Corporate Bodies with
regard to all the matters in which the risk of remmpliance is relevant. Furthermore, the unit
collaborates in staff training activities on theyisions applicable to the activities carries dat,the
purpose of spreading a corporate culture instilgth principles of honesty, correctness and respéct
the law.

The Compliance Service sees to the constant upgafithe system for the safeguarding of significan
legislation (so-called “Compliance Framework”) ight of any changes in the characteristics of the
Bank (i.e. size, operations and complexity) andh&f market context. The Compliance Framework
permits the Bank’s Compliance Unit to oversee, etiog to a risk based approach, the management of
the risk of non-compliance with regard to the bassactivities, checking the suitability of thesimial
procedures.

Anti-money Laundering unit

The Anti-money Laundering Service is in an autonosposition, both hierarchically and functionally,
with respect to the individual operating structureé the Bank and acts autonomously and
independently, reporting the results of the ad@siicarried out to the corporate Bodies objectiaely
impartially.

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 funding of
terrorism.

The operations of the Service pursue the twofoketre:

* implementing the fulfilments with regard to repodi of suspect transactions, carrying out
checks with regard to the observance of the pronssiregarding anti-money laundering,
communicating any violations of the norms on the o$ cash and bearer securities to the
Ministry of the Economy and Finance as well as oeslng to the requests of the Authorities;

» 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 regardntoraoney laundering take into account the
provisions issued by the Bank of Italy by meanghef “Provisions dated 3 April 2013 relating to the
adequate checking of customers and the keepingeoCentralised Computer Archive” and with the
“Circular No. 285 dated 17 December 2013 “Superyidastructions for banks”. The “Anti-money
laundering Policy” approved by the Board of Direstdorings together the guiding principles relatiog
the strategic stances and the government poli¢hes,organisational and risk control safeguards,
appropriate checks, obligations to abstain and@cibllaboration vis-a-vis the Supervisory Authest

The Anti-money Laundering Service adopts, as atrungent for internal regulation of the
specialist unit, its own Regulations approved by Board of Directors; the internal regulations tloe
use of all the staff, are by contrast summarisetthénform of a Manual, with the aim of systematical
bringing together the principles and operating roadopted by the Bank with regard to the prevention
of money laundering and terrorism funding risks.

The Anti-money Laundering Service, aided by the @lmnce Service, takes steps to identify
the external regulations applicable and, in coltabon with the competent company Units, asseds the
impact on the process and the internal procedures.
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Risk Management Unit

The Risk Management Unit has the purpose of imphtimg the risk governance policies, by means of
a suitable risk management process; this Unitsggaed to the Risk Management Planning & Control
Service. The structure of the Service and its msitg within the Bank’s organisational model eresur
an integrated management of the different risktvkie intermediary is exposed to.

The Bank’s Organisational Code and the regulatadrike Service discipline the following tasks:

. overseeing and co-ordinating the process for tkatification of the risks which the Bank is or
could be exposed to;

. seeing to the measurement/valuation of the indalideirst and Second Pillar risks, both in
situations of normal course of business and inasias of stress also analysing the other risks
difficult to quantify. The Risk Management unit @lsees to the development of the instruments
and the methods for handling and measuring thes rigporting to the corporate bodies and the
units involved with regard to the results of thalgsis, ensuring the necessary disclosure;

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

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

. proposing the quantitative and qualitative paranseteecessary for the definition of the RAF
(tolerance thresholds and operating limits), om@scstent basis with the methods used within the
sphere of the ICAAP process;

. seeing to the drafting of “Disclosure to the gehpuablic” document (Pillar 111);

. collaborating with regard to the definition of thelicies for the management and governance of
the individual types of significant risk.

The sphere of the operations of the Risk Managenmahinclude the following types of risk:

* credit and counterpart risk;

* market risk (relating to both the trading book @mel bank book);
e operational risk;

e concentration risk;

* rate risk of the banking book;

* liquidity risk;

* risk of excessive financial leverage;
* reputational risk;

e strategic risk;

* residual risk;

» risks deriving from securitisations;

o IT risk.



Banca Valsabbina cf 00283510171 — STOCK AND LIABILITY LEDGER AND RECORD
OF FINANCIAL STATEMENTS page 155 /2016

Within the sphere of the periodic review activit@s the risk monitoring perimeter which the bank is
subject to, the Risk Management, Planning & Con8etvice also takes steps to monitor other risk
aspects which are not subject to specific measurengboth qualitative and quantitative).

Examples of these risks are the model risk, therpuisk, the transfer risk, the underlying risksd
the risks linked to the macroeconomic environment.

The activities of the Unit aim to identify, asses®d monitor the various types of risk undertaken or
which may be undertaken in the various businesmests and to propose the appropriate mitigation
and prevention action, gathering together, witmnrdegrated logic, the interrelationships and répg

the evidence detected by the Corporate Bodies.

The Risk Management Unit checks the adequacy dichef of the measures adopted to remedy the
shortfalls noted in the risk management processtifying any areas for improvement and providing
disclosure within the sphere of the ICAAP process.

The Risk Management, Planning & Control Serviceamclusion constantly monitors the risk profile
undertaken by the Bank with respect to the propemsirisk defined in the RAF, providing disclosure
to the Corporate Bodies.

Internal Audit Unit

The Internal Audit Unit checks the suitability atite efficiency of the organisational set ups aral th
System of internal controls, the regularity of toeporate operations and the observance of theipsli
adopted with regard to the undertaking of the rigkalso checks the efficiency and the effectivenef

the second level controls assigned to the othgrocate control units and, in particular, those arae
ensuring the containment of the business risksinvitie level deemed acceptable by the Bank. Thie uni
also takes steps to ascertain the removal of anesndetected in the operating processes and in the
functioning of the controls by means of follow uptigities, carrying out checks on the overall
functioning of the system of internal controls.

The unit presents the corporate bodies with antgudn each year, indicating the planned control
activities.

The Internal Audit Service carries out checks algih regard to specific irregularities, as peratsn
initiative or upon the request of the Board of Dioes, the Board of Statutory Auditors or General
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 tHeafd correct use of the information availablehe t
various activities.

Section 1 - Credit risk
Qualitative information

1. General aspects
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The business model adopted from day one by the Bae&sentially based on loan brokerage activities
and is aimed at supporting families and the marnufaxg sphere in the various areas of competence,
according to the management guidelines outlinethbyBoard of Directors and in accordance with the
Article of Association provisions.

The credit disbursement activities mainly addrédss retail, small business and small/medium-sized
company segments, in that they are entities whedhire 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 pokcaverseeing the quality of the loans both atithe t

of initial credit facility resolution and in the Bsequent management of the relationship, takirggdoe
consideration the Bank’s economic/equity situatod the related economic context.

The policies in the last few years have seen thisg of the credit facilities and the diversiéiton of

the loans portfolio as the strategic approach,tifier purpose of mitigating the impact of the current
economic situation on the overall credit risk of Bank.

The loan policies established by the Board of Daexhave contributed towards the adoption, by the
appointed units, of greater accuracy both in thesphof the initiation of the relationship, and dgrits
subsequent handling.

In the launch stage of the relationship, particaliention is paid to the quality of the entreprerad
projects underlying the financial intervention reqd of the Bank, in particular the income-earning
prospects of the business are assessed and thegjaens ability to repay.

The management and monitoring of the credit alredidppursed aim to promptly reformulate the
relationship in relation to the changes in the eooic and financial situation of the counterpartesl

the identification of any trend anomalies. This maning is functional for preventing the effectstoe
deterioration of the credit worthiness as well emnptly intervening with correct action in the revab

of the anomalies (i.e. reiteration of overrunsyéase in the unpaid instalments, acceptance dfopiort
presentations on names already in default). Theagement of the credit facilities granted aspires to
principles of extreme prudence and therefore tlgmssiof a performance not in line with correct
operations is promptly analysed, for the purposestdblishing the necessary measures.

The commercial policy is pursued by means of tlanthes both in the geographic areas in which the
Bank is traditionally present, for the purpose @fistantly consolidating its position, and in newkets

of presence, with the aim of acquiring new marketres and facilitating the growth of loan brokerage
activities.

2. Credit risk management policies

2.1 Organisational aspects

The factors which generate credit risk are atteblé to the possibility that an unexpected changbe
credit worthiness of a counterpart, vis-a-vis wha@xposure exists, generates a corresponding
unexpected change in the current value of thea@limian exposure.

The credit risk is not therefore confined to juisé tinsolvency of a counterpart, but also the mere
deterioration in the credit worthiness of the same.

The undertaking and handling of the credit risk basn disciplined by means of the formalisation of
the underlying process, detailing the role of tlmeporate bodies, the operations of all the parties
involved, defining the first level controls and sifging the role of the control units.

The head office “Market Division” heads up the argational structure which oversees the execution
of the process. In detail, the “Market Division™-oadinates the operations of the Loan sector add ai
General Management within the sphere of the impfhgat®n of the loan policies issued by the Board
of Directors.
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The “Trend Monitoring” service, hierarchically pkt on the staff of the Market Division, is assigned
the activities for the monitoring of the performilugins and the past due loans, in co-ordinatioh thie
area network. These activities aim to favour theramde handling of the credit risk and the
implementation of management strategies aimed ptowng the Bank’s credit quality. The activities
for handling the relationships classified as Priéddkefault and Non-performing are assigned by the
organisational system to the Pre-litigation Senacel the Legal And Disputes Service, respectively.
The handling of impaired loans is carried out oa ltlasis of the Service regulations as well as en th
basis of the specific impaired loan assessmentyroli

The company units involved in the credit procegsaar follows:

* the Loans Committee, whose mission involves guiding optimising the Bank’s loan policy,
within the sphere of the strategies establishethéyBoard of Directors;

* the Anomalous Loan Committee, with the aim of suppg General Management in the
formulation of strategies for recovery and handlioiganomalous relationships and in the
adoption of organisational and operative soluti@hgected at improving the supervision
activities in the structures involved in the cramlibcess and their co-ordination;

» the Market Division which with the aid of the Strgic Planning Sector sees to checking the
sustainability of the lending policies adopted, mgkproposals to General Management relating
to:

o the instruments and the types of counterpart tehvthie loan 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 feerpcewith a view to diversification of
the risk.

» the Loans Sector which handles and checks the gsotm the undertaking of the risks
associated with the disbursement of credit, progpshe credit management policies and
planning the consequent activities, supportingatea network both during the initial approval
phase and within the sphere of the review of tleditfacilities granted;

» the Trend Monitoring Service which sees to the nmwimg of the performing positions which
present anomalies and the past due/overrun loans;

» the Pre-litigation Service which handles the Bard&n book classified as probable default;

» the Legal and Dispute Service which sees to thal lagpects of the cases classified as non-
performing, with the aim of optimising the debt seery phase also by means of the use of
outside legal professional and collaborators;

* the Risk Management, Planning & Control Servicechhs entrusted with the checking of the
correct performance of the trend monitoring on lkib@n exposures, in compliance with the
matters envisaged by Bank of Italy Circular 28520%upervisory instructions for Banks”.

» the Internal Audit Service which assesses the fonality and reliability of the entire system of
internal controls and carries out, amongst othpeets, the checks on the operational regularity
of the lending activities.

Within the sphere of the risk management and uakier formalities adopted, initial supervision take
place care of the Branch, both via constant andirogad dialogue with the customers and availinglfts
of information sources of an internal and extenalre, also with the aid of the IT procedures.
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During the loan approval and review stages, thekBaralyses the financial needs of the customer and
the documentation necessary for carrying out aaklatassessment of the credit worthiness of the
borrower. The decision to grant the loan is theefbased on both the analysis of the complete
information set relating to the business, and endidisis of the direct awareness of the customershan
economic context in which it operates. All the agyal process activities inherent to the operational
process, which lead to the disbursement and periediew of the position, are developed with tha ali

of granting a suitable loan at individual name (andgroup) level, foreseeing the most suitable
technical forms of the credit facility and a cotremmuneration of the risk undertaken.

The Board of Directors has defined, within the sphaf the “Loan Regulations”, the decision-making
autonomies of each body delegated with grantingdae. The observance of the proxies authorised by
the Board of Directors is ensured by the auton@imdrols envisaged in the IT procedure used to leand
the approval process of the credit facilities.

2.2 Management, measurement and control systems

The credit risk management, measurement and caystéms develop within an organisational context
which sees the entire credit process cycle invglyiexn the initial approval process to the periodic
review stage, and up to the revocation and recostage.
The Bank also carries out quantitative and qualgaanalysis for the purposes of the measuremeaht an
periodic control of the Credit Risk. In detail, thgantitative assessments avail themselves ofrédliffe
instruments which provide information from an eamnm financial and equity standpoint of the
customer:
* Financial statements and tax declarations: asse¢snoé the equity and financial balances,
determination of the degree of indebtedness, datatiran of the net financial positions,
analysis of the economic indicators;

* Relationship with the Bank: analysis of the curraatount transactions, the average use of the
credit facilities agreed, checking of the reguladf the repayment of the loans granted;

» Relationships with other Banks: analysis of thed@rReference Agency and of other external
databases.

At any given time, the Bank is aware of its expestor each customer, since the information system
adopted makes it possible for each counterpartdmes or group of associated customers) to avail of
up-dated 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 countergartthe purpose of assessing the
current and future repayment ability;

» the use of the most appropriate technical form wetjard to the loan requirement
to be satisfied, taking into account the guaranéeekthe duration;

* the diversification of the credit risk, limitingelconcentration of the exposures on
groups of associated customers/groups of businesseson individual
sectors/branches of business activities;

* a suitable economic return from the relationshighwiespect to the risk
undertaken;
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» the control of the performance of the individualspions carried out both by
means of the periodic review of the cases andyggematic monitoring activities;

» the best handling of impaired loans.

The Bank, with regard to the calculation of theitpequirement in the presence of credit riskgFi
Pillar), uses the standardised method envisagedhbySupervisory Instructions, in line with the
proportionality criteria. The related informatiansubject to quarterly reporting to the Bank offylta

The Bank uses the procedure known as C.C.M. (C&apital Management) supporting the calculation
of the prudent requirements (First Pillar), witliive sphere of the prudent control (Second Pillag a
for the drafting of reports within the sphere obpa disclosure (Third Pillar).

The Bank, for merely internal management and opeygburposes, has adopted the rating model
provided the outsourcer Cedacri (CRS Credit Raffygtem), which is used within the sphere of
monitoring the quality of the credit of exposuresypously granted.

During 2015 the Bank, after study and analysisvdies, adopted the new rating model developed by
the outsourcer, with the aid of a leading conseldirm. This model, based on statistical type gsial

and structured over a greater segmentation oflibet gortfolio and over a more accurate selectbn
the indicators used to estimate the default proibyahiepresents a valid operational support witthie
sphere of the monitoring activities for the expesumpermitting a prompt identification of the sigfs
impairment of the loan.

The model adopted assigns an insolvency probaliditygach customer, by means of a statistical-type
internal scoring system, based on the analysiswtefnal and external indicators. In detail, thenloa
relationship is assessed on the basis of the folpwformation:

» trend of the relationship with the Bank;
» performance of the customer within the system ({L Refference Agency);
» economic and financial trend of the customer (camydaancial statements);

* segment the customer belongs to (Private consurerall Businesses, SME, Large Corporate,
Real Estate, Financial and Institutional).

On the basis of the estimated insolvency probgb#itcorresponding ratio is assigned to each jpositi
the rating scale used is defined by the IT outsenimn the basis of statistical studies.

Within the sphere of the loan trend monitoring\dtigs, the Units involved in the process are sufgub
by specific operating procedures provided by thés@urcer Cedacri.

In particular, the S.E.A.C. (Customer Analysis BExp8ystem) procedure, via the observation of
particular anomaly and improper operating indiggsdieves an assessment of the customers expressec
by a numeric score. The S.E.A.C. avails itself nfexpert system which permits it to interpret the
indicators and their correlations and thereforaiifg the positions at risk.

The Bank also uses the “Quality Credit Managemapglication, which supports the appointed units in
the identification of the counterparties to be sabgd to monitoring and in the handling of the poss
where anomalies have already emerged. In detadl, agpplication divides the customers up into
monitoring sub-portfolios according to the Bankisategic guidelines; for each customer “cluster”
identified, it is possible to associate differeanding strategies, with a customisation of the @ssc
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chosen in terms of players and actions to be uakiemt ensuring an integrated view of the operations
underway and the historical analysis of the refegiops.

The fundamental elements of the procedure are efiaitibn of the loan status, the assignment of the
risk classes and the identification of an operapngcess with various types of action practicable f
each position detected by the application, alserdifying among the operational roles involvedhe t
process.

The Credit Risk management and monitoring actiwitieee also supported by portfolio analysis and
specific processing, produced by the Bank on tistska internal databases. This reporting is fuomal
for the optimisation of the monitoring activities.

2.3 Credit risk mitigation techniques

The main levers for the mitigation of the cred#kriare represented by the system of guaranteeswhic
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 the concentratieek, within the sphere of the “lending policiediet
Bank has established a series of limits relatinthéoloan exposures vis-a-vis individual counteipar
groups of associated counterparts and vis-a-viatepparts belonging to the same business secter. Th
limits are constantly monitored by the Risk ManagamPlanning & Control Service.

The handling of the guarantees and the relatechtipgrprocesses are formalised in the Bank’s iadern
legislative framework.

The methods for the handling of the guaranteestegrated in the information system, from whiclsit
possible to infer the main information relatinghe same.

With a view to ensuring the observance of the spe@quirements envisaged by the new Supervisory
provisions, Cedacri’'s C.R.M. (Credit Risk Mitigatijpsystem has been used for some time, providing
the instruments for the management of the processdsthe data relating to the classification and
assessment of the instruments guaranteeing thé&,aredompliance with the Bank’s management and
strategic objectives, according to the dictatessamed by the Supervisory legislation.

For the purpose of mitigating the credit risk, Benk uses secured and unsecured guarantees. in deta
the main types of secured guarantee used are rgeg@a properties and secured financial guarantees.
An ad hocprocedure has been adopted, known as “Collatgradyided by the outsourcer Cedacri, so
as to efficiently oversee the entire process ferdhbquisition, assessment, checking and realisafion
the mortgage guarantees, identifying all the inhieiaformation and the link between the assets
provided as collateral and those entitled to tteetasThe procedure also permits the periodic ujpglat
of the “current” value of said guarantee and theti@ of the consistency of the value of the gutean
with respect to the risk resolved. The relationdepveen the loan and the value of the assetsdedvi
as collateral is subject to constant monitoringtha appropriate precautionary measures in thetefen
possible dips in the real estate property market.

The organisational processes and the operatior@iggoapplied to the supervision of the pledge on
financial instruments safeguard the loans fromtélattions in the prices of the stock market.

Unsecured guarantees mainly comprise sureties gedvby individuals and companies. The use of
guarantees issued by specialised Bodies (e.g. @pmind by Financial Institutions (e.g. government
guarantee via Mediocredito Centrale as per Itdl@an No. 662/1996) is also mentioned.
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To-date, the Bank does not use credit derivativeshe hedging or transfer of the risk in the pnese
of portfolio loans.

2.4 Impaired financial assets and exposures subgectoncession measures

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

With regard to the classification of the exposusggh particular reference to the impaired oneg, th
Bank makes reference to the legislation issuedhiey Supervisory Authority, supplemented by the
internal regulations which fix criteria and rules the classification of the loans within the sghef the
various risk categories.

During 2015, the 7th up-date of the Bank of ItalycGlar No. 272/2008 was issued; this reviewed the
previous classifications of the impaired loans amuloduced the concept of exposures subject to
concessions (so-called “forbearance”), assimilating definitions introduced by the Implementing

Technical Standards (in short, ITS) issued by thmpean Banking Authority (EBA). The up-date has
the purpose of reducing the margins of discretigistimg in the accounting and prudent definitions

applied in the various countries, as well as oflitating the comparability of the data at EU level

In detail, the legislation requires that the r@aships subject to concession measures be identibe
within the sphere of performing loans and impaidedns, respectively defining the categories
“Forborne performing exposures” and “Non-performexgposures with forbearance measures”.

The legislation defines forbearance measures asgekato the original contractual terms and
conditions, or the total or partial refinancing thie debt, which are granted to a debtor who finds
themselves or is close to finding themselves ifiadity when meeting their financial commitments.

The Bank has also acknowledged the amendments tefinitions introduced by thé"Up-date of the
Bank of Italy Circular No. 272/2998 in the classdiion of impaired loans. Specifically, the impdire
financial assets are divided up into the non-perfog, probable default, past due exposures
and/impaired overruns categories, depending ofotloving rules:

* Non-performing: all the cash and off-balance sheet exposurea-vis-a party in a state of
insolvency (even if not legally ascertained) oegsentially similar situations, irrespective of any
loss forecasts formulated by the bank.

* Probable defaults (“unlikely to pay”): classification in this categois, first and foremost, the
result of the opinion of the bank regarding the riotgability that, without recourse to action such
as enforcement of the guarantees, the debtor $aliigfies (in terms of principal and/or interest)
its loan obligations. This valuation must be catraat independently from the presence of any
amounts (or instalments) past due and unpaid. Tdreteit is not necessary to wait for an
explicit symptom of anomaly (non-payment), if elertgeexist which imply a situation of default
risk of the debtor (for example, a crisis in thduatrial sector in which the debtor operates).

» Past due exposures and/or impaired overrunscash exposures, other than those classified
under non-performing or probable defaults, which0éthe reporting reference date, are past
due or overrun by more than 90 days.
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The past due exposures and/or impaired overruns beagletermined by making reference,
alternatively, to the individual debtor or the mdiual transaction; the bank adopts a “by debtor”
approach, as described below.
The past due or overrun must be on-going. Spetiificen the event of exposures involving
repayment in instalments, the instalment not paiticw has the longest delay must be
considered.
If several past due exposures and/or overruns bie rttean 90 days refer to a debtor, it is
necessary to consider the longest delay. In thatesfeopenings of credit in current accounts
upon revocation in which the credit facility limgigreed has been exceeded (also due to the
capitalisation of the interest), the calculationtloé overrun days starts - according to the case
which occurs first - as from the first date of nmayment of the interest which leads to the
overrun or as from the date of first request f@argment of the capital.
The overall exposure vis-a-vis a debtor must begeised as past due and/or impaired overrun
if, as of the reporting reference date, the greédtesveen the following two values is equal to or
greater than the threshold of 5%:
a) average of the past due and/or overrun instaBradrthe entire exposure registered on a daily
basis in the last previous quarter;
b) past due and/or overrun instalment of the emti@osure referring to the reporting reference
date.
Consequently, the loans classified according to ithpaired categories previously applicable (in
particular, watchlist and restructured loans) Haeen classified in the new classes.

Within the sphere of the three categories of ingghifoans, in compliance with legislation, the
relationships subject to “concession measures” (f{derforming exposures with forbearance
measures”) are identified.

The capacity of “forborne non performing” does tlo¢refore represent a reporting category in itself
within the sphere of the impaired loans, but rataeradditional transversal attribution to the three
categories above.

Given the legislative changes illustrated aboverindu 2015 the Bank took steps to adjust the
management and monitoring process for both perfogrand impaired loans, as well as to change its
internal regulations.

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

On the basis of the specific anomaly indices detetioth with the IT procedures and on the basis of
internal assessments, in light of the matters éshadal by the specific internal regulations, thenit
Monitoring and Pre-litigation Service govern thasdification process for the loan positions and the
process of the variation of the related statusiwithe limits of autonomy established by the Boafd
Directors and General Management.

The Trend Monitoring Service sees to the perfornpogitions and the past due positions. Within the
sphere of the performing positions, for operatigmaiposes the Bank has defined a sub-class of loans
known as “Under Control”, in which the exposuresicihshow a not fully regular trend of the loan
relationship are classified.

The Pre-litigation Service has the task of handlthg positions classified as probable defaults,
furthering the initiatives aimed at protecting B&nk’s outstanding amounts.
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be undertaken for maximising the recovery of thedity also taking action vis-a-vis any guarant@s a

well as enforcing the possible guarantees.

The assessment of the collectable nature of thainegb loans takes place on the basis of the aiteri

defined by the Board of Directors contained ingpecific assessment policy.

Quantitative information

Credit quality

A.1 Impaired and unimpaired loan exposures: amountglue adjustments, trend, economic and

geographic distribution

A.1.1 Distribution of exposures by portfolio clagisation and credit quality (book values

_ _ Non? Probable Impaired | Unimpaired _Othgr
Portfolios/Quality performing defaults past due | pastdue | unimpaired Total
loans exposures exposures| exposures

1. Available-for-sale financial asset: - - - - 905,84 905,849
2. Financial assets held to maturity - - - - - -
3. Amounts due from banks - - - - 135,02 135,021
4. Amounts due from customers 189,50 169,49 29,63¢ 97,63] 2,294,16| 2,780,431
5. Financial assets measured at fair

value ’ ’ ’ ’ ’ ’
6. Discontinued financial assets - - - - - -
Total 31 Dec. 2015 189,50 169,49 29,63( 97,63] 3,335,03] 3,821,301
Total 31 Dec. 2014 162,12] 193,37 27,944 128,95 3,599,17( 4,111,563

The values as of 31 December 2014 relating to Watthlist” and “Restructured” impaired loan classégspectively Euro 175,646 thousand and Euro
17,724 thousand) in use until the previous yeavehzeen classified, for comparative reasons, irffttebable default” category.

A.1.2 Distribution of exposures by portfolio claBsation and credit quality (gross and net values)

Impaired assets Unimpaired assets
. . i Total (net
Portfolios/Quality Gross Specific Net Gross Portfolio Net -~ osEJre
adjustmen . p )
exposure s exposure | exposure | adjustments| exposure
1. Available-for-sale | | 1 90584 1 90584 905,84
financial assets
2. Financial assets held to i i i i i i _
maturity
3. Amounts due from banksg - - 135,02 - 135,02 135,02
A. Amounts due from 508,53{ 209,91  388,62] 2,408,40 16,60] 2,391,80 2,780,43
customers
5. Financial assets measurs i i i i i i _
at fair value
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6. Discontinued financial
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assets
Total 31 Dec. 2015 598,53{ 209,91 388,62 3,449,27 16,601 3,432,67 3,821,301
Total 31 Dec. 2014 553,12] 169,68 383,43( 3,745,91 17,961 3,727,94 4,111,384
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Assets with manifest poor 03 Other
quality assets
Portfolios/Qualit i
Quality Cumulative Net Net
capital
losses exposure | exposure
1. F_inancial assets held for _ _ 105
trading
2. Hedging derivatives } } )
Total 31 Dec. 2015 - - 105
Total 31 Dec. 2014 - - 179

A.1.3 Cash and “off-balance sheet” exposures duerfr banks: gross and net balances and past due

band

Type of exposures/amounts

Gross exposure

Impaired assets

Upto3
months

Between

and 6
months

Between {
months an

1 year

Beyond 1
year

Unimpaired
assets

Specific
value
adjustments

Portfolio
value
adjustment;

Net
exposure

A. CASH EXPOSURES
a) Non-performing
of which: exposures subject to
concessions
b) Probable defaults
of which: exposures subject to
concessions
C) Impaired past due exposures
of which: exposures subject to
concessions
d) Unimpaired past due exposures
of which: exposures subject to
concessions
e) Other unimpaired exposures

of which: exposures subject to
concessions

135,021

135,021

TOTAL A

135,021

135,021

B. OFF-BALANCE SHEET
EXPOSURES

a) Impaired
b) Unimpaired

161,112

161,112

TOTAL B

161,112

161,112

The “Other unimpaired exposures” (cash) are egtirehde up of “amounts due

asset item 60.

from banks” as per

The “Off-balance sheet exposures” almost entireingrise the valorisation of securities guaranteeing
liability repurchase agreements with Banks (sdalitg item 10).
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A.1.4 Cash exposures due from banks: trend in thegs impaired exposures
A.1.5 Cash exposures due from impaired banks: traridhe total value adjustments

The tables are not drawn up since there are noiretpaxposures due from banks.

STOCK AND LIABILITY LEDGER AND RECORD

A.1.6 Cash and “off-balance sheet” exposures duerfr customers: gross and net balances and past

due category

Gross exposure
Specific Portfolio Net
Impaired assets _value _value exposure
adjustmentg adjustment;
Type of exposures/amounts _ — _ Unimpaired
22 |502|5%5| 2. assets
=2 |20 E(Lco| 58
Sg|§58(55] §°
0 S M
A. CASH EXPOSURES
a) Non-performing -| 11,106| 13,500| 333,569 168,675 189,500
of which: exposures subject to
concessions - 5,607 830| 34,114 24,756 15,795
b) Probable defaults 72,909| 16,206 27,023| 92,230 38,877 169,491
of which: exposures subject to
concessions 29,810 6,768/ 11,130 13,583 4,655 55,636
C) Impaired past due exposures 11,484/ 6,918/ 10,056 3,537 2,359 29,636
of which: exposures subject to
concessions 6,701 1,705 1,912 394 832 9,880
d) Unimpaired past due exposures - - 99,633 - 1,996 97,637
of Whi_ch: exposures subject to B B 14,786 ) 292 14,494
concessions
e) Other unimpaired exposures - - 3,214,621 - 14,605 3,200,016
of Whi_ch: exposures subject to B B 86,478 ) 971 85507
concessions
TOTAL A 84,393| 34,230 50,579| 429,336 3,314,254 209,911 16,601 3,686,280
B. OFF-BALANCE SHEET
EXPOSURES
a) Impaired 15,492 - 1,780 13,712
b) Unimpaired - - 126,760 - 310 126,450
TOTALB | 15492 - 126,760 1,780 310 140,162

The net cash exposures comprise both the amouatfr@u customers for Euro 2,780 million and the
bonds present in the assets for sale categoryuoy 06 million. Gross non-performing loans, aslwel
as the related adjustments, are stated net ofalne wf the default interest.

A.1.7 Cash exposures due from customers: trendhe gross impaired exposures



Banca Valsabbina cf 00283510171

STOCK AND LIABILITY LEDGER AND RECORD

OF FINANCIAL STATEMENTS page 167 / 2016

Non- Past due
Causes/Categories performing Er?balble exposures
loans etaults impaired

A. Initial gross exposure 292,825 - 29,773
of which: exposures transferred not
derecognised - - -
B. Increases 94,041 333,534 55,369
B.1 transfers from performing
exposures 12,142 39,828 49,939
B.2 transfers from other categories
of impaired exposures 80,565 21,425 307
B.3 other increases 1,334 272,281 5,123
C. Decreases 28,691 125,166 53,147
C.1 transfers to performing

exposures . 5,855 18,482
C.2 derecognitions 7,699 747 -
C.3 collections 18,453 41,847 9,085
C.4 from disposals 2,530 - -
C.5 losses on disposals - - -
C.6 transfers to other categories pf

impaired exposures - 76,717 25,580
C.7 other decreases - - -
D. Final gross exposure 358,176 208,368 31,995
of which: exposures transferred not

derecognised - -

The line “Other increases” includes, in general:

- with regard to non-performing positions, the g®arof expenses, outstanding amounts and other
similar types on positions recorded in previousyea

- with regard to the other categories, in particda default positions, also the account transfers
between relationships relating to the same nam#edaout after the date of inclusion in the catggor
(e.g. advance transactions subject to due reserve).

In detail, with regard to the “Probable default$saathe final balances as of 31 December 2014 ef th
previous classes “Watchlist” (Euro 211,120 thougamd “Restructured” (Euro 19,404 thousand) have
been classified here.
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A.1.8 Cash exposures due from impaired customemsndl of the total value adjustments

Non- Past due
Causes/Categories performing I;r(f)balble exposures
loans efaults impaired

A. Initial total value adjustments 130,708 - 1,829
of which: exposures transferred npt

derecognised - - -
B. Increases 54,364 56,924 2,120
B.1 value adjustments 42,343 19,40¢ 2,006
B.2 losses on disposal 1,309 - -
B.3 transfers from other categories

of impaired exposures 10,5p8 365 114
B.4 other increases 154 37,154 -
C. Decreases 16,392 18,047 1,590
C.1 value writebacks from valuation 5,864 5,927 577
C.1 value writebacks from collecti 2,585 1,18¢ 166
C.3 profits on disposal 243 - -
C.4 derecognitions 7,485 747 -
C.5 transfers to other categories of

impaired exposures - 10,19 847
C.6 other decreases 265 - -
D. Final total value adjustments 168,675 38,877 2,359
of which: exposures transferred npt

derecognised - - -

“Other increases” under “Probable defaults” incldle final balances as of 31 December 2014 of the
previous classes “Watchlist” (Euro 35,474 thousar) “Restructured” (Euro 1,680 thousand).

The sum of the balances in correspondence witHirtles “Derecognitions” and “Other decreases” is
equal to that recorded under “Derecognitions” nldaA.1.7.

A.2 Classification of the exposures on the basis edfternal and internal
ratings

A.2.1 - Distribution of the cash and “off-balancehget” exposures by external rating classes

On the basis of the compilation regulations enwaslagy the Bank of Italy, the table in question has
been drawn up since the amount of the exposurds external ratings is exclusively referable to
Government securities, since the Bank has chosewnai itself of the rating issued by the authadise
agencies for just these assets, as per the spexsbiution of the Board of Directors.

A.2.2 - Distribution of the cash and “off-balancenget” exposures by internal rating classes

The table is not drawn up since, to-date, the gatiodels provided by the outsourcer are only used f
operating purposes as a classification, analyslsamitoring instrument for the customers.
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A.3 Distribution of the secured exposures by tygfguarantee

A.3.1 Secured exposures to banks

The table is not drawn up because there are noeskedposures to banks as at 31 December 2015.
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A.3.2 Secured exposures to customers

Unsecured guarantees (2)
Secured guarantees (1)
Credit derivatives Endorsement loans
Net Other derivatives
exposure Mortgagel Ol Gn;)(\a/r?tr: Other (I;Di?é)
value d Financially Se_cur secured CLN |Governm and | public | Banks Other
propertie Iease.d ties |guarante ents andl Other Centrall bodies parties
s |Properties = Central | public Other | Banks
Banks | bodies | Banks| parties

1. Secured cash exposures:| 2,065,13{ 1,338,60 - 49,18¢ 8,183 4 295,34 12§ 330,12] 2,021,569
1.1 fully secured 1,813,93] 1,327,08 - 40,67 5,797 -4 121,69 - 305,834 1,801,08D
- of which impaired 321,26y 254,01 4 3,197 3,231 - 5,581 - 48,08% 314,118
1.2 partly secured 251,20 11,514 - 8,516 2,386 - 173,65 125 24,28 220,489
- of which impaired 25,97] 7,364 - 4971 3064 . 6,021 - 6,961 21,156

2. Secured “ofbalance sheet
exposures: 67,60 3,77( - 18,531 6,26( - 15(¢ 510 25,99 55,222
2.1 fully secured 46,86 3,77( - 15,28 2,556 - 10¢ 510 24,621 46,852
- of which impaired 3,98( 12 4 177 2,03( - . - 1,761 3,98(
2.2 partly secured 20,74 - 4 3,244 3,704 - 44 - 1,37¢ 8,37(
- of which impaired 4,28¢ . . . 1,00( . . . 25( 1,25(
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B. Distribution and concentration of exposures
A.1.6 Sector-based distribution of cash and “offfaace sheet” exposures due from customers (bookigal

Governments Other public bodies Financial companies | Insurance companies Non-financial companies Other parties
w p %) B %) p w B %) p w B
@ = ® = ® = ® = ® = ® =
o g o g o g o g o g o g
z 3 5 z i 5 z i 5 z 3 5 z i g z 3 5
o o ) o o o
Exposures/Counterparts| g S 5 m 5 5 m 5 S m 5 S m S s m s 5
x o = X o c pad c c X c c X c c x c c
=] (0] @ e} D D © D @ e} (¢) D e} D @ e} (¢) D
B | &2 | 2 | B | B | g | &8 | & |2 &) & g 8 | &g g 2
3 3 3 3 3 3 3 3 3 3 3 3
@ [0 0] [©) 0] @ @ [©) 0] @ (] (0]
= 2 = 2 = 2 = 2 = 2 = 2
[%2] 2] 2] 2] 2] 2] [%2] 2] 2] 2] [%2] 2]
A. Cash exposures
Al. Non-performing loans - - - 5,311 | 1,295 - - 144,808 147,077 -| 39,381 20,303 -
of which: exposures
subject to concessions - . 4 5,094 1,153 - 10,241 23,37¢ - 459 227 -
A.2 Probable defaults - - - 670 17 - -| 145,674 36,062 -| 23,147 2,798 -
of which: exposures
subject to concessions - - - - - - - 49,658 5,234 -| 5,978 421 -
A.3 Impaired past due
exposures - - - 2 - - - 21,573 1,726 - 8,060 633 -
of which: exposures
subject to concessions - - - - - - - 7,655 641 - 2,226 191 -
A.4 Unimpaired exposures 905,850 20,611 140| 160,467 - 86 - 11,590,315 - | 15,012| 620,410 - 1,364
of which: exposures
subject to concessions - - - 278 - - - 71,608 - 938| 28,115 - 325
TOTAL A 905,850 20,611 140 166,450 1,312 86 1,902,370 184,865 15,012 690,998 23,734 1,364
B. Off-balance sheet
exposures
B.1 Non-performing loans - - - - - - - 767 158 - 249 58 -
B.2 Probable defaults - - - - - - - 12,020 1.550 - 430 4 -
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B.3 Other impaired assets 1 - - - - 79 6 - 166 5

B.4 Unimpaired exposures - - - 770 - - 194 - - - - -| 115,516 - 307 9,971 - 3
Total B - - - 770 - - 195 - - - - - 128,382 1,714 307| 10,816 67 3
Total (A+B) 31 Dec. 2015| 905,850 - -| 21,381 - 140| 166,645 1,312 86 - - -| 2,030,752 186,579 15,319 701,814 23,801 1,367
Total (A+B) 31 Dec. 20141,040,389 24,452 . 80| 221,554| 1,306 221 - - -12,164,734 149,363 15,388 | 714,793 21,015 2,274
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B.2 Geographic distribution of cash and “off-balamcsheet” exposures due from customers (book

STOCK AND LIABILITY LEDGER AND RECORD

value)
Other European
Ital countries America Asia Rest of world
Exposures/Geographic Total Net Total Net Total Net Total Net Total
areas Net value value value value value
. Exposu_ .. Exposur|_ .. Exposur|_ .. Exposur|_ ..
Exposure adjust re adjustme o adjustme| o adjustme e adjustme
ments nts nts nts nts
A. Cash exposures
Al. Non-performing loans | 189,41%168,66 85 12 - - - - - -
A.2 Probable defaults 169,22{ 38,871 263 4 - - - - - -
A.3 Impaired past due
exposures 29,63¢ 2,354 - - - - - - - -
A.4 Unimpaired exposures|3,198,51{ 16,59( 98,16 - 964 12 4 - - -
Total 3,586,79]226,48}] 98,511 16 96§ 12 4 - - -
B. Off-balance sheet
exposures
B.1 Non-performing loans 1,016 216 - - - - - - - -
B.2 Probable defaults 12,4494 1,554 - - - - - - - -
B.3 Other impaired assets 246 11 - - - - - - - -
B.4 Unimpaired exposures| 126,33 310 - - 12( - - - - -
Total 140,047 2,091 - - 12( - - - -
Total (A+B) 31 Dec. 2015 |3,726,83{228,57{ 98,511 14§ 1,08§ 12 4 - -
Total (A+B) 31 Dec. 2014 14,108,55{189,57] 56,30¢ 40 1,053 30 - - 6 -

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 Geographic distribution of cash and “off-balamcsheet” exposures due from banks (book

value)
Other European
Italy countries America Asia Rest of world
Exposures/Geographic Net Total Net Total Net Total Net Total Net Total
areas Exposur v_alue Exposur v_alue Exposur \(alue Exposur v_alue Exposur v_alue
adjustm adjustme] adjustme| adjustme adjustme
€ ents € nts € nts € nts € nts
A. Cash exposures
Al. Non-performing loang - - - - - - - - - -
A.2 Probable defaults - - - - - - - - - -
A.3 Impaired past due
exposures - - - - - - - - - -
A.4 Unimpaired exposurg 113,58 - 12,30¢ - 8,133 - 27( - 724 -
Total 113,58 4 12,30¢ 4 8,133 - 27( - 724 -
B. Off-balance sheet
exposures
B.1 Non-performing loang - - - - - - - - - -
B.2 Probable defaults - - - - - - - - - -
B.3 Other impaired asset - - - - - - - - - -
B.4 Unimpaired exposure 91 - 193 - - - - - - -
Total 91 - 193 - - - . - - -
Total (A+B) 31 Dec. 2015| 113,67 4 12,49¢ 41 8,133 - 27( - 724 -
Total (A+B) 31 Dec. 2014| 99,174 4 14,12¢ - 47§ - 203 - 185 -
B.4 Significant Exposures
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According to the definition contained in EU Regidat575/2013 (CRR) “Significant exposures” are
the exposures vis-a-vis a customer or group ofcaa®nl customers when their value is equal to or
greater than 10% of the admissible capital of thétye (Art. 392), without the application of
weighting values.

Limit to the significant exposures (Art. 395 CRR)ay contrast understood be, taking into account th
effect of mitigation of the credit risk (weightedlues), 25% of the admissible capital of the Bank;
the event that the customer is an entity, or ifhmitthe group of associated customers an entity is
present, the limited is raised to Euro 150 millibnhe value calculated at 25% is lower than said
amount.

The concept of exposure includes both the castslaad the off-balance sheet loans; the aggregates
in any event include the exposures vis-a-vis theogean Central Administrations, in particular for
debt securities.

“Significant exposures” as of 31 December 2015udel

- 3 exposures to customers for a nominal amouiiuod 142,942 thousand and a weighted amount of
Euro 53,708 thousand,

- 3 exposures to financial brokers for Euro 163,126usand in nominal value and Euro 2,299
thousand in weighted value, exposures mainly perngito the securities granted under guarantee
with regard to liability repurchase agreements;

- the exposure to the Italian State (Treasury)BEaro 922 million, weighted amount Euro 54,248
thousand; this item also includes the credit farassets along with the exposure for debt secsiritie

- the exposure vis-a-vis the Kingdom of Spain, EL@8,721 thousand nominal, weighted nil (debt
securities);

- the exposure vis-a-vis NewMic, entity qualified @assa di Compensazione e Garanzia (central
counterparty) for a nominal amount of Euro 85.2lionl, weighted at 100%, an exposure comprising
Euro 80 million for loans with a maximum maturity 21 January 2016, while the residual balance
concerns guarantee deposits (default fund);

- an exposure classified legislatively as “unknogxposure”, comprising part of the exposure in
UCIT units in relation to which it has not been gibte to identify the risk counterparties, Euro
49,677 thousand nominal and weighted.

In total, the “Significant exposures” include 1(esures for a total nominal value of Euro 1,466,701
thousand and a weighted value of Euro 245,168 Hralis

C. Securitisation operations

C.1 Securitisation operations

Qualitative information

Objectives, strategies and processes underlyingsteuritisation transactions

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

As of 31 December 2015, the Bank had a self-sésatibn transaction on performing mortgages
loans to private individuals known as “ValsabbirRVS1”, concluded in 2012 with the intention of
being able to establish funding transactions with@entral European Bank.

The Bank, in its capacity as originator, at theetiof issue subscribed all the liabilities issuealf{s
securitisation); the transaction is described atise Il - Liquidity Risk.
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Furthermore, in December 2015, within the sphera wiulti-originator securitisation transaction, the
Bank factored non-performing loans without recouieea gross amount of Euro 5.8 million (net
Euro 2.2 million) at a price of around Euro 2 naitli in January 2016, to cover the amount owed, the
Bank received in part liquidity and in part a setyuwith underlying non-performing loans assigned
by various banks (including ours). This securityswssued in 2016.

D. Disclosure on the structured entities not conslalted in the accounts (other than
the special purpose vehicles for the securitisadion

Qualitative information
Quantitative information

This section has not been compiled because the 8aek not use structured entities not consolidated
in the accounts other than the special purposeleefur the securitisation.
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E. Disposal

transactions

Qualitative information
Quantitative information

E.1 Financial assets transferred and not derecogads book value and full value

STOCK AND LIABILITY LEDGER AND RECORD

. . Financial : :
Financial . Financial Amounts Amounts
assets Available-for-sale
Technical assets _held measured al financial assets assets h_eld due from due from Total
forms/Portfolio for trading tair value to maturity banks customers
AlBlC|A|B|lC| A |[B|C|A|B|C|A[B|C|A|B|C| 3| 3
a':s (e)tr;-balance sheet 161,013 161,913
1. Debt securities 161,913 161,913
2. Equities
3. UCITs
4. Loans
B. Derivative
instruments
Total 31 Dec. 2014 161,913 161,913
of which impaireg
Total 31 Dec. 2014
of which impaireg

E.2 Financial liabilities against financial assetsansferred and not derecognised: book value

o Financial AT Available-for- | Financial Amounts Amounts
Liabilities/Asset assets . ;
: assets held fo sale financial | assets held| due from due from Total
portfolio . measured at .
trading fai assets to maturity banks customers
air value
1. Amounts due to ) ) i i ) ) )
customers
a) for assets recognised ) ) ) ) ) ) )
in full
a) for assets recognised } ) ) ) ) ) )
partially
2. Amounts due to 4
banks i i 160,827, i i -| 16082
a) for assets recognised ) ) ) ) )
in full 160,827 160,827
a) for assets recognised ) ) ) ) ) ) )
partially
Total 31 Dec. 2015 - - 160,827 - - -| 160,827

Total 31 Dec. 2014 -

These include, respectively, the value of the sgesmprovided as collateral and the loans recefeed
repurchase transactions with other banks as desknibliability item 10.

F. Models for the measurement of credit risk

The models and the procedures aimed at classifhegcustomers in risk classes are used, as
previously mentioned, for a more accurate manageofahe credit risk.
These models are not used at present for the pespdscalculating the capital ratios, since, forhsu
purposes, the Bank uses the standardised method.




Banca Valsabbina cf 00283510171 — STOCK AND LIABILITY LEDGER AND RECORD
OF FINANCIAL STATEMENTS page 177/ 2016

Section 2 - Market risks
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 which during the year affectedrdging book were marginal.

The investment strategy is traditionally charastti 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 autonoimi¢isis connection.

B. Management processes and methods for interese rand price risk
measurement

The “Securities Investments Risks” Regulationsl@istia the operating limits (in terms of consistency
of the portfolio and composition by type of seades) 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 irrelevance of the tradoogpk, the measurement of the rate risk and the pric
risk was carried out solely on the banking book.
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Quantitative information
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1. Regulatory trading book: distribution by residuduration (repricing date) of on-balance sheet
financial assets and liabilities and financial deratives - EURO

Type/Residual duratior

On
demand

Upto 3
months

Between
and 6
months

Between 6
months and
1 year

Between 1
and 5
years

Between §
and 10
years

Beyond 1(
years

Unspecified
duration

1. On-balance sheet
assets
1.1 Debt securities
- with early
redemption option
- others
1.2 Other assets

2. On-balance sheet
liabilities

2.1 repurchase
agreements payable
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

277
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1. Regulatory trading book: distribution by residuduration (repricing date) of on-balance sheet
financial assets and liabilities and financial deratives - OTHER CURRENCIES

STOCK AND LIABILITY LEDGER AND RECORD

Type/Residual duratior

On
demand

Upto 3
months

Between
and 6
months

Between 6
months and
1 year

Between 1
and 5
years

Between §
and 10
years

Beyond 1(
years

Unspecified
duration

1. On-balance sheet
assets

1.1 Debt securities - - - - - - - -

- with early

redemption option - - - - - - - -

- others - - - - - - - -

1.2 Other assets - - - - - - - -

2. On-balance sheet

liabilities - - - - - - - -

2.1 repurchase

agreements payable - - - - - - - -

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 the egpures in equities and share indexes for the main
countries of the listing market

TYPE OF TRANSACTIONS/LISTING INDEX LISTED UNLISTED
ITALY OTHER

A. Equities 3 - -

long positions 3 - -

short positions - - -
B. Purchases/sales not yet settled on equities - - -
long positions - - -
short positions - - -

C. Other derivatives on equities - - -
long positions - - -

short positions - - -
D. Derivatives on share indexes - - -

long positions - - -
short positions - - -
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3. Regulatory trading book: internal models and @hmethods for analysing sensitivity

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 processes and msthmdinterest rate
and price risk measurement

The interest rate risk is generated by the imba&dratween 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 pursugdmeans of the integrated handling of the bank
assets and liabilities and is aimed at stabilisatbthe interest margin and the safeguarding ef th
economic value of the bank book.

In detail, the management of the bond portfolioniginly characterised by the maintenance of the
Bank’s liquidity reserves.

The gauging of the interest rate risk is carried loy the Risk Management, Planning & Control
Service. The assessment takes place monthly, ticgar for each sensitive item identified in the
time period chosen for the analysis, account isrial 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 affec
balance sheet and income statement in type, indiogdd/pothetic shocks of the market rates. Said
shocks are processed within the sphere of macmoeatic scenarios, or rather theoretic shifts of the
market rate curves.

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

of making an estimate of the change in the expeictetlest margin and the corporate value of the
capital, based on the monthly balance sheet data.

For the purpose of gauging the variability of theerest margin, determined by positive and negative
changes in the rates over a time period of 365,dagmitoring of the differences between asset and
liability items of the financial statements is ¢ad out, grouped according to the maturity or rate
redefinition date; the method used is in fact “gagalysis”, via several approaches which 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.

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
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The gauging of the sensitivity of the economic eatti the Bank’s assets and liabilities as the a@dter
rates change is carried out via Duration Gap arsaysd 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 in the Value at RigliRj\concept, capable of summarily expressing the
maximum probable loss of a static portfolio alsenianetary terms, in relation to a specific timescal
and a specific confidence level under normal macketditions. For the calculation of the VaR, the
Risk Management, Planning & Control Service uses ERMAS application. The financial
information necessary for the determination of W#adR (volatility, correlations, forward structure of
the interest rates, exchange rates, shares indgmdedenchmark indices) are provided by the Risk
Size product. The VaR model adopted is paramatritype and a confidence internal of 99% and a
timescale of 10 days are prudently used. The meamnt of the VaR takes place by taking into
consideration the link (so-called beta ratio) whestists between the individual instrument and the
related risk factor.

The Risk Management, Planning & Control Servicewaltes the VaR daily and separately for the
securities portfolio managed internally by the Rice Sector of the Bank and for the portfolio, mgainl
made up of UCIT units, assigned under managemenid@xternal operators.

Backtesting analysis has also been prepared (oerrah accurate comparison of the portfolio V.A.R.
with the daily changes in the banking book), aimédhecking the reliability of the VaR model for
envisaging the quantification of (any) loss on $keeurities portfolio. The calculation method addpte
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).

The backtesting analysis carried out in 2015 reackalst 3 cases of exceeding of the VaR calculated
for the portfolio managed internally, while withgaad to the portfolios managed by external opesator
there were no overruns. The backtesting activitiesefore confirm the reliability of the measuremen
of risk made via the VaR.

With regard to the quantification of the price risikh reference to equities, the stock marketrgpti
(for listed securities), the measurements of therediolders’ equity (for securities with a particula
strategic valence), the prices of any transactiamsh have taken place during the year are corgtant
monitored and in conclusion alternative valuatioetimods are used via data deriving from different
sources (for unlisted securities). The policiestgieing to the methods for measuring the financial
instruments in the portfolio are defined in the wioent entitled “Fair value policy”.

With regard to the price risk, the Security InvestimRisks Regulations establish 10% of the average
carrying price of each security as the maximum tessriction (stop loss); this restriction can ohby
departed from by the Board of Directors.

The duration of the Bank’s securities portfolio @s31 December 2015 was equal to 996 days
compared with 655 days as at 31 December 2014tr&€hd in the Duration disclosed a considerable
reduction in the last few months of the year.

The investment and divestment logics adopted, withe sphere of the management of the securities
portfolio, emerged as consistent with the Banlgsiilility situation, with the market context and with
the structure of the Bank’s assets and liabilities.
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B. Fair value hedging activities

The Bank has not carried out any hedging transactio the fair value, with the exception of the
implicit hedging activities deriving from the integed management of the bank assets and liahilities

C. Cash flow hedging activities.

The Bank has not carried out any hedging transactiothe cash flows.
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Quantitative information

STOCK AND LIABILITY LEDGER AND RECORD

1. Banking book: distribution by residual duration (micing date) of the financial assets and

liabilities - Currency: EURO

Between

Between 6

Between

Type/Residual duration ’ On | Upto 3} 35146 | months and| 25™ee" 15 ang 10 Beyongunspecit

emand months and 5 year 10 yeary ed

months 1 year years d .
uration
1. On-balance sheet assets 1,748,87 819,18 651,93 47,81 185,21 208,08] 129,72 -
1.1 Debt securities 30,104 g 602,50 E 45,43 150,99 113,32 E
- with early redemption option - - - - - i i i
- others 30,104 - 602,50 E 45,43 150,99 113,32 b
1.2 Loans to banks 13,14 68,564 - - - i - i
1.3 Loans to customers 1,705,62 750,62 49,42 47,81 139,78 57,08 16,40 -
- current accts. 496,72 15 5,504 5,583 21,171 13,09 19 -
- other loans 1,208,90 750,60 43,92¢ 42,22] 118,60 43,98  16,38] -
- with early redemption option 1,117,43 636,70 28,69 20,057 36,99 14,61 16,07 -
- others 91,47 113,90 15,23 22,174 81,617 29,374 31d b
2. On-balance sheet liabilities 2,096,55 657,93 51,791 170,66 684,50 65,13 - .
2.1 Amounts due to customers 1,924,44 69,954 24,67 97,20 22,944 - - -
- current accts. 1,886,30 69,954 24,67 97,20 22,944 - - -
- other payables 38,13 - - . - _ i i
- with early redemption option - - - i - i i _
- others 38,13 - - - - i i i
2.2 Amounts due to banks 170,32 450,83 - . - . i i
- current accts. - - - - - i i i
- other payables 170,32 450,83 - . - - i i
2.3 Debt securities 1,134 137,14 27,11 73,45 661,56 65,134 - b
- with early redemption option - - - - - - i i
- others 1,134 137,14 27,11 73,45 661,56 65,134 - b
2.4 Other liabilities 65( - - - - - - i
- with early redemption option - - - - - i i i
- other 65( - - - - _ - i
3. Financial derivatives 279,65 151,04 25,14 52,014 229,69 48,70 39,15¢ -
3.1 With underlying security - - - - - - - -
- Options - - - - 4 J i ]
+ long positions - - - - - - - -
+ short positions - - - - - - - -
- Other derivatives - - - - - - - -
+ long positions - - - - - - - -
+ short positions - - - - - - - J
3.2 Without underlying security 279,65 151,04 25,14 52,01 229,69 48,70¢ 39,154 -
- Options 279,65 151,04 25,14 52,014 229,69 48,70 39,155 E
+ long positions - 22,824 20,36 51,964 229,69 48,70 39,155 E
+ short positions 279,65 128,22 4,77 50 - b - b
- Other derivatives - - - - N - i i
+ long positions - - - - - i i i
+ short positions - - - - - i i i
4. Other off-balance sheet transactions 48,58( - - . - . . i
+ long positions 24,29 - - - - - - -
+ short positions 24,29 - - - - - - -
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1. Banking book: distribution by residual duratio(repricing date) of the financial assets and
liabilities - Currency: OTHER CURRENCIES

STOCK AND LIABILITY LEDGER AND RECORD

_ . on Upto 3 Between Between 6 Between 1 Between BeyonCUnspecifi
Type/Residual duration d 3 and 6 | months and 5and 10] 10
emand months and 5 year ed
months 1 year years | years | .
uration

1. On-balance sheet assets 12,53 9,36( 65 - - - - -
1.1 Debt securities - - - - - 4 - -
- with early redemption option - - - - - - - -
- others - - - - - i - -
1.2 Loans to banks 9,911 6,891 - - - - - -
1.3 Loans to customers 2,624 2,464 65 - . - - -
- current accts. 677 - - - - - - -
- other loans 1,95( 2,464 65 . - - - -
- with early redemption option 1,95( 2,464 65 - - - - -
- others - 4 - 4 - -
2. On-balance sheet liabilities 19,314 - - - i - -
2.1 Amounts due to customers 19,314 - - - - - - -
- current accts. 19,314 - - - - . - -

- other payables
- with early redemption option
- others
2.2 Amounts due to banks
- current accts.
- other payables
2.3 Debt securities
- with early redemption option
- others
2.4 Other liabilities
- with early redemption 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

The valuation of the long and short positions shawthe financial derivatives

is mainly attributabl

to the loan relationships with the customers wiachtractually envisage the acknowledgement of an
index-linked interest rate with a minimum and/ommaum threshold (floor and cap).
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2. Banking book: internal models and other methofids analysing sensitivity

The gauging of the interest rate risk in termseafosd pillar logic takes place first and foremast o
the basis of the standard algorithm envisaged byBidink of Italy Circular No. 285 dated 2013, by
means of the creation of a summary index which esges the ratio between the change in the net
value of the bank book in the presence of a ratelsii200 base points) and the “own funds”. The
Bank has always maintained the risk index at al lloveer than the attention threshold established by
legislation (20%).

The change in the economic value of the bank bea@hiso calculated in the presence of negative and
positive rate shocks corresponding respectivetpéof' percentile and 99percentile of the changes

in the market rates registered in the last 6 years.

The measurement of the rate risk also takes placmternal management purposes by means of use
of the ERMAS procedure which by contrast make®ssible to quantify the effect, both on net value
of the banking book and on the expected interesgimaderiving from hypothetic shocks of the
market rates (for example hypothesising changebenrates curve and applying different types of
scenarios). The use of the ERMAS procedure alsmigemore precise measurements with respect to
those made on the basis of the standard algorivimich more fully reflect the peculiarities of the
Bank’s asset and liability structure.

2.3 Exchange rate risk
Qualitative information

A. General aspects, management processes and mestlmddmeasuring

exchange rate risk

The Bank is exposed to the exchange rate risknh@a@ginal extent, since it is always focused on the
daily breakeven of the foreign exchange positianisich is obtained by means of adding the spot
positions to the forward ones. The forward traneast recorded under trading derivatives and
financial trading liabilities, are carried out alfset upon the specific requests of the customer an
without undertaking any risk positions.

The exchange risk is handled by means of operditimi¢s, intraday and day end; furthermore, the
internal Regulations establish stop loss operaimgs both on single positions and on the overall
position adopted by the Bank.

The exchange risk undertaken by the Bank duringydes mainly derive from the investment in
UCITs in currency other than the Euro. This typénekstment is in any event specifically disciptne
within the sphere of the “management mandates'winch the limits to the undertaking of the
exchange risk are defined.

B. Exchange rate risk hedging activities
The Bank’s primary objective is to prudently hamdibe exchange rate, therefore, the transactions
which involve the direct undertaking of this riske handled by means of suitable hedging strategies
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Quantitative information

1. Breakdown of assets, liabilities and derivatiu®scurrency

Currencies
ltems US dollar ven Swiss |Australian GI_3 Othef

franc dollar sterling |currencies

A. Financial assets 28,40¢ 1,766 831 379 201 274
A.1 Debt securities - - - - - -
A.2 Equities 9,90( - - - - -
A.3 Loans to banks 15,714 143 124 379 165 274
1.4 Loans to customers 2,79( 1,623 707 - 36 -
A.5 Other financial assets - - - - - -
B. Other assets 115 10 72 14 73 54
C. Financial liabilities 18,85] - 157 21 - 284
C.1 Amounts due to banks - - - - - -
C.2 Amounts due to customer 18,85] - 157 21 - 284
C.3 Debt securities - - - - - -
C.4 Other financial liabilities - - - - - -
D. Other liabilities - - - - - -
E. Financial derivatives 7,843 2,284 738§ 369 286 -
- Options - - - - - -
+ long positions - - - - - -

+ short positions - - - - - -

- Other derivatives 7,843 2,28¢ 738 369 286 -
+ long positions 4,004 - - - - -

+ short positions 3,834 2,284 738 369 286 .
Total assets 32,524 1,776 903 393 274 33d
Total liabilities 22,68" 2,28¢4 895 39( 286 284
Imbalance (+/-) 9,844 (513 8 3 (12 44

2. Internal models and other methods for analysiegnsitivity

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

8.

Financial derivatives

A.1 Regulatory trading book: year-end notional vals

STOCK AND LIABILITY LEDGER AND RECORD

Total 3

1 Dec. 2015

Total 31 Dec. 2014

Underlying assets/ Type of
derivatives

Over-
the-
counter

Central
counterparts

Over-the-
counter

Central
counterparts

1. Debt securities and interest rateg
a) Options
b) Swaps
c¢) Forwards
d) Futures
e) Other

2. Equities and share indices
a) Options
b) Swaps
c¢) Forwards
d) Futures
e) Other

3. Currency and gold
a) Options
b) Swaps
c¢) Forwards
d) Futures
e) Other

4. Commodities

5. Other underlying assets

Total
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A.3 Financial derivatives: gross positive fair vadu- breakdown by products

STOCK AND LIABILITY LEDGER AND RECORD

Underlying assets/ Type of
derivatives

Positive fair value

Total 31 Dec. 2015

Total 31 Dec. 2014

Over-
the-
counter

Central
counterparts

Over-the-
counter

Central
counterparts

A. Regulatory trading book

a) Options

b) Interest rate swaps

c) Cross currency swaps
d) Equity swaps

e) Forwards

f) Futures

g) Others

104

1(

B. Banking book - hedging

a) Options

b) Interest rate swaps

c) Cross currency swaps
d) Equity swaps

e) Forwards

f) Futures

g) Others

C. Banking book - other
derivatives

a) Options

b) Interest rate swaps

c¢) Cross currency swaps

d) Equity swaps

e) Forwards

f) Futures

g) Others

Total

105
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A.4 Financial derivatives: gross negative fair vau breakdown by products

Negative fair value
Total 31 Dec. 2015 Total 31 Dec. 2014

Over-the- Central Over-the- Central
counter | counterparts| counter counterparts

Books/ Types of derivatives

A. Regulatory trading book 51 - 215 -

a) Options - 4 4 -
b) Interest rate swaps - - - -
c¢) Cross currency swaps - - - -
¢) Equity swaps - . 4 -
d) Forwards 51 - 215 -
e) Futures - - . -
f) Others - - - -

B. Banking book - hedging

a) Options - 4 4 -
b) Interest rate swaps - - - -
c) Cross currency swaps - - - -
¢) Equity swaps - - 4 -
d) Forwards - - i -
e) Futures - - i -
f) Others - - . -
C. Banking book - other
derivatives - - - -
a) Options - 4 4 -
b) Interest rate swaps - - - -
c) Cross currency swaps - - - -
¢) Equity swaps - - 4 -
e) Futures - - i -
f) Others - i ] -
Total 5] . 215 -
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A.5 Over-the-counter financial derivatives - regutay trading book: notional values, gross positiamd negative fair values by counterpart -

contracts not falling under netting agreements

STOCK AND LIABILITY LEDGER AND RECORD OF FINANCIAL STATEMENTS page 190/

Contracts not falling under netting agreements

Government
s and
Central
Banks

Other
public
bodies

Banks

Financial
companies

Insurance
companies

Non-

financial
companies

Other
parties

1) Debt securities and interest rates
- notional value
- positive fair value
- negative fair value
- future exposure
2) Equities and shares indices
- notional value
- positive fair value
- negative fair value
- future exposure
3) Currency and gold
- notional value
- positive fair value
- hegative fair value
- future exposure
4) Other values
- notional value
- positive fair value
- negative fair value
- future exposure
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A.9 Residual life of over-the-counter financial deatives: notional values

Up to one| Between 1| Beyond 5

Total

year |andb5years years

A. Regulatory trading book 10,913 - - 10,913
A.1 Financial derivatives on debt securities arndrist
rates - - - -
A.2 Financial derivatives on equities and sharéciesl - - - -
/A.3 Financial derivatives on exchange rates and gol 10,913 - - 10,913
A.4 Financial derivatives on other values - - - -
B. Banking book - - - -
B.1 Financial derivatives on debt securities andrast
rates - - - -
BA.2 Financial derivatives on equities and shadices - - - -
B.3 Financial derivatives on exchange rates and gol - - - -
B.4 Financial derivatives on other values - - - -

Total 31 Dec. 2015 10,913 - - 10,913
Total 31 Dec. 2014 14,61 - - 14,610

Underlying assets/Residual life

A.10 Over-the-counter financial derivatives: coumgart risk/financial 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 leadingt@eoperators, exclusively for the hedging of the
interest and exchange rate risk. No hedging devesiwvere directly subscribed in 2015.

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 mestlmddmeasuring
liquidity risk

The management of the liquidity risk is carried owdinly 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 liqtydiwith the consequent need to invest and/or raise
funds at unfavourable rates with respect to thekatames.

The overall model adopted by the bank for the hagdind monitoring of the liquidity risk is divided
up into three distinct spheres according to theeregfce scope, the timescale and the analysis
frequency:

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

- the management of the operating liquidity, or ratth® management of the most volatile events
which impact the Bank’s liquidity position over arpd between 1 day and up to 6 months, with the
primary objective of maintaining the Bank’s ability meet its ordinary and extraordinary payment
commitments, minimising the related costs: withirs tsphere, the registrations of the imbalances
between incoming and outgoing sources, as wellhasrelated system of supervision levels,
concentrates in particular on expiries of up todhths;

- 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 & Control Servimemeans of an internal model which has the
aim of detecting the effects of the investmentfiitiag transactions by means of the distribution by
maturity of the transactions. The operations areasueed by means of Asset and Liability
Management (A.L.M) methods, via the ERMAS appliatiwhich makes it possible to measure and
handle both any liquidity requirement/surplus & Bank generated by the imbalance of the incoming
and outgoing flows, and the structural balancewvtegifrom the correct composition by maturity of
the sources and the uses.

In line with national and international best praet and the supervisory indications, the model
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 aa\thrious time brackets of the same, for the pwpos
of proceeding with the calculation of the cumulat®AP for each maturity bracket.

Within the sphere of the liquidity policy, the Barkon a consistent basis with the risk tolerance
threshold established by the Board of Directorsfingd operating limits both for the management of
the operating liquidity and the structural liquidit

With regard to the management of the operatiogaidity the limits are defined in terms of absolute
value of the cumulative GAPs, on the various maasi
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The Bank continually checks the value of the Cotoalancing Capacities (CBC), understood as the
availability of assets which can be reimburseddsm used in refinancing transactions with the
interbank system and which therefore make it pésstgenerate liquidity rapidly and efficiently.

The limit adopted by the Bank for the monitoringtieé structural liquidity risk is by contrast dedth

in terms of ratio between the assets and liakslit\eth a maturity of more than one year. The
definition of this limit has the aim of ensuringethmaintenance 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 also has a “Contingency Funding Plan"arasnstrument for mitigating the liquidity risk.
The document illustrates, in detail, the individuahd the units responsible for the implementadion
the extraordinary funding policies to be implemenite the event of need, as well as the action to be
adopted to remedy the same, in accordance withlagislative requirements envisaged by the
supervisory regulations.

Within the sphere of the definition of the “Contergy Funding Plan”, the Bank established a series
of risk indicators, which are constantly monitofedthe purpose of anticipating possible situatiohs
stress or liquidity crisis.

During 2015, the Bank again implemented the ligyighdicator, “Liquidity Coverage ratio” (LCR)

on the basis of the matters envisaged by the El@dagtd Regulation 2015/61 issued to supplement
EU Regulation No. 575 dated 26 June 2013 of thefean Parliament (CRR Regulations), as well as
the additional indications and recommendationfiefEuropean Banking Authority on the subject.

With regard to the “Net Stable Funding Ratio” (NSFRdicator, the Bank has implemented a
operational-type measurement on the basis of theermanvisaged by the Basel Il Framework.

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)

As mentioned in section | - “Credit risk”, subsectiC “Securitisations”, the Bank put together d-sel
securitisation transaction, for the purpose ofeasing its financing ability care of the system.

This transaction adopted the name “Valsabbina SPahd was finalised in 2012 with the intention of
availing of securities which could be set asideasdo be able to establish funding transactions wit
the Central European Bank.

The transaction was concluded with the transfea gfortfolio of performing residential mortgage
loans by the Bank, as originator, and the subsoniy the same originator of the securities isdaed
the special purpose vehicle.

In January 2015, the afore-mentioned securitisati@amsaction was subject to "reopening” (so-called
“size increase”) by means of an additional assigrinoé residential mortgage loans; in the presence
of this assignment, the amount of the senior sgcregistered an increase of Euro 156,701 thousand,
while the value assigned to the junior securityasmad unchanged.

The related details are provided below for the sHlkampleteness.

“Valsabbina Spv1” securitisation transaction
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- Special purpose vehicle: Valsabbina Spv 1 S.r.l.

- Date of assignment of the receivables: 12 Detl12hd 22 Jan. 2015

- Type of receivables assigned: Residential mgedaans

- Quality of receivables assigneBerforming

- Guarantees on the receivables assigned: Sewoitgage

- Geographic area of receivables assigned: Italy

- Business activities of the assigned debtorsvaeiparties

- Number of receivables assigneltdansfer: 7,401

- Price of receivables assignetitiansfer: Euro 284,703 thousand

- Nominal value of receivables assignéttransfer: Euro 284,053 thousand
- Interest accrued on receivables assigritahsfer: Euro 650 thousand

- Number of receivables assignel @ansfer: 1,355

- Price of receivables assignelf #ansfer: Euro 151,511 thousand

- Nominal value of receivables assignétiteansfer: Euro 151,376 thousand
- Interest accrued on receivables assigriétr@nsfer: Euro 135 thousand

Within the sphere of the afore-mentioned transastidhe ABS securities indicated below were
issued, all subscribed by the originator:

* senior portion for Euro 312,600 thousand (fulipscribed by the Bank) with an external rating
assigned by Moody’s (“Aa2”) and DBRS (“AAA”) with geturn index-linked to the 3-month Euribor
plus 40 bps;

* junior portion for Euro 100,100 thousand (fullybscribed by the Bank) without any rating.

As at 31 December 2015, the residual capital toureadmounted to Euro 311,200 thousand, with
accruals for Euro 20 thousand.

Again as of the balance sheet date, the situatidheosecurities issued in correspondence with the
securitisation transaction was as follows:

* residual senior portion Euro 215,706 thousandinam

* junior portion for Euro 100,100 thousand nominal

The transaction made it possible to improve thekBathquidity profile increasing the collateral
which can be used in refinancing transactions tehECB.

As of 31 December 2015, the senior security peechiin overall refinancing margin with the ECB
for around Euro 180 million.
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Quantitative information

1 - Timing of financial assets and liabilities bysidual contractual duration - Currency: EURO

betwee
between| between 7, SEMER between| between| n6 |betwee Unspec
ltems/Time bands on land7| and 15 15'days 1 and 3| 3 and 6 [months|n 1 and Eeyieh fied
demang and 1 d5 .
days days months | months | and 1 |5 years| duratio
month years
year n
On-balance sheet assety 740,67 76,02 5,94¢ 163,48 176,19 136,44y 212,35]1,470,04 1’033; 23,442
A.1 Government securitig 54 1,68( 2,044 535§ 33,35( 540,00(275,00 .
A.2 Other debt securities 594 30,33 51( 2,469 2,89 -
A.3 UCIT units 208,70 - - - -
A.4 Loans 531,91 76,02 5,94¢ 161,80 173,55 100,76( 178,49] 927,58{761,38! 23,442
- banks 13,14 25,00 123 20,00 . - - 23,442
- customers 518,77 51,02 5,823 141,80 173,55 100,76¢ 178,49] 927,58{761,38 .
On-balance sheet
liabilities 1,930,41 223,03 80,93 141,82 215,62 57,41¢ 183,53( 84551 64,25 -
B.1 C_urrent accounts an 3,699 4,658 19,881 42,05 24,854 98,841
deposits 1,924,36 22,83] -
- banks ) iy - .
- customers 1,924,36 3,693 4,658 19,88 42,05 24,854 98,841 22 831 i
B.2 Debt securities 5,28 79,341 36,92] 444 23,54 32,56] 84,69] 652,68({ 64,25 -
B.3 Other liabilities 769 140,00 39,35 121,49 150,02 - 170,00 -
Off-balance sheet
transactions 26,904 611 1,334 1,884 7,773 756 9658 10,88¢ 8,89( .
C?' 1 Financial denvafuves 611 1,334 899 7,374 556 653 - -
with exchange of capital
- long positions 225 847 846 4,968 279 3217 . .
- short positions 386 487 53 2,404 2717 326 . .
C. 2 Financial derivatives
without exchange of capit | l l l
- long positions . . . .
- short positions . . . .
C.3 Deposits and loans t
be received ) ) ) )
- long positions . - - -
- short positions . . . .
C.4 Irrevocable
commitments to disburse| 26,904 99( 40( 200 317 10,88¢ 8,89( .
funds
- long positions 2,617 99(Q 40(Q 200 317 10,88¢ 8,89( .
- short positions 24,29 - . . .
C.5 Financial guaranteeg | | | |
given
C.6 Financial guarantees | | | |
received
C.7 Credit derivatives wit
exchange of capital ) ) ) )
- long positions - - - -
- short positions . - - -
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C.8 Credit derivatives
without exchange of capit
- long positions
- short positions

STOCK AND LIABILITY LEDGER AND RECORD

1 Timing of financial

assets and lia

bilities by riewial contractual duration - Currency: OTHER

CURRENCIES
betwe
on betwee| between|between 1} between| between| en 6 | between BevorUnspec
Items/Time bands n1land 7 and 15/days and 1 1 and 3| 3 and 6 month| 1 and 5 Y SP
demand d5 | fied
7 days| days month | months | months |s and| years
years
1 year
On-balance sheet assets 22,45] 787 365 3,694 4,563 67 - - - .
A.1 Government securitiq - - - - - - . -
A.2 Other debt securities - - - - - - . -
A.3 UCIT units 9,894 - i i i i i i
A.4 Loans 12,557 787 365 3,694 4,563 67 - E - -
- banks 9,911 3,214 3,67 - - - - -
- customers 2,641 787 365 481 884 67 . - - -
On-balance sheet 10,31/ | i i . . . . -
liabilities
B.1 C.urrent accounts an 19,314 | | | | | | |
deposits
- banks - - i J i i i i
- customers 19,314 i - i i i i i
B.2 Debt securities - - - - - - . -
B.3 Other liabilities - - - - - - . -
Off-bala_mce sheet - 613 1,334 88¢ 7,478 55] 661
transactions
Q. 1 Financial denvafuves | 613 1.334 88d 7.474 ss1 66
with exchange of capital
- long positions . 387 482 55 2,479 27¢ 331
- short positions . 226 852 834 4,994 279 33(Q

C. 2 Financial derivatives
without exchange of capit

- long positions

- short positions
C.3 Deposits and loans t
be received

- long positions

- short positions
C.4 Irrevocable
commitments to disburse
funds

- long positions

- short positions
C.5 Financial guaranteeg
given
C.6 Financial guaranteeg
received

C.7 Credit derivatives wit
exchange of capital

- long positions

- short positions
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C.8 Credit derivatives
ithout exchange of capi
- long positions
- short positions

Section 4 - Operational risks
Qualitative information

A. General aspects, management processes and mestlmddmeasuring
operational risk

Operational risk is the risk of suffering lossesda inadequacy or failures of procedures, human
resources and internal systems, or due to extexmits. This risk is inherent to the performance of
banking activities and can be generated and rélsetefore in all the company processes.

In general, the main sources of manifestation efdperational risk are attributable to internauéra
external fraud, employment and work safety relatiops, professional obligations vis-a-vis the
customers, to damages from external events, théunction of the IT system and the execution,
consignment and management of the processes.

The Bank has defined a series of organisationatgzses for the supervision and handling of the

types of operational risk, within the sphere of evhit avails itself of specific functions:

- the Internal Audit unit, whose activities on theedrand are aimed at checking the due nature of the
operations and the trend of the risks, and on therchand at assessing the functioning of the
overall system of internal controls;

- the Control Body pursuant to Italian Legislativectse No. 231/2001, whose composition and
functioning are disciplined by means of specificguiations, within the sphere of the
Organisational, management and control model adppte

- the Risk Management unit, which responds to thel needetect and measure the typical risks of
the banking business by means of constant mongtarfrthose undertaken and those potentially
generated by the investment, lending and servitieigs;

- the Compliance unit, tasked with the supervisiod aontrol of observance of the regulations,
providing support for the prevention and managemehtthe risk of incurring legal or
administrative sanctions and/or suffering significkosses consequent to the violation of internal
or external legislation.

To support the Operational Risk management mobelBank has adopted the following operating
processes:
» “Loss Data Collection” — process for collecting thygerational losses manifesting within the
Bank (active since 2012);
* “Risk Self Assessment” — self-diagnostic processtf@ forward-looking assessment of the
operational risks aimed at identifying the possiid& events estimating the possible potential
impacts.

Specifically, the Loss Data Collection process aebid is broken down into the following
components:



Banca Valsabbina cf 00283510171 — STOCK AND LIABILITY LEDGER AND RECORD
OF FINANCIAL STATEMENTS page 198 /2016

- Data collection on the operational loss events gLBgent Collection), this represents the
collection and registration process for the opersti loss data which has taken place within
the Bank;

- Creation of a database of the events (Loss Dati@&ioin) which generate losses used to carry
out statistical processing of the losses which ha@irred and the causes which have led to
the same.

The organisational model adopted has the follovengls 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 potentialrapenal risk is carried out by all the organisatb
units, whether they be branches or head officeo€rrence of a loss event, a report is drawn @dp an
sent to the Internal Audit Service which sees ® llandling of the report and its insertion in the
procedure (Loss Data Collection). The validatiom @ne consolidation is carried out by the Risk
Management Planning & Control Service, which igpogssible 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 exposurekto ris

Within the sphere of the Loss Data Collection atiéis, the events indexed over the last four years,
and in relation to which steps were taken to re¢bedrelated operational loss, have been catalogued
by type of operational loss (event type).

The types of event were subsequently assignecetbuhiness lines and to the loss events on the basi
of the classifications envisaged by the Bank ofyl@ircular No. 285/2013 and Regulation No.
575/2013 (CRR).

The objectives intended to be pursued by meartsecdfiore-mentioned process are:

« identify the causes of the detrimental events whiatierlie the operational losses and consequently
increase the business profitability;

« improve the efficiency of the management, by mexdrnbke 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.

During 2015, for the purpose of supplementing thperations which are already carried out
afterwards with the collation of the operating Essmplementation of a self-assessment process was
concluded functional for estimating - on a foredaasis - the Bank’s exposure to the operating risk
(“Risk Self Assessment”). Specifically, this invelvan estimation self-diagnostic process which sets
out to assess the degree of the exposure to théyimeans of a combination of opinions expressed
in terms of impact, probability of occurrence, edity of the controls.

The project has made it possible to strengthenirmptement the method and the internal legislative
framework for the measurement and the handling he&f operational risk, implementing the
classification of the loss events, identifying apgssible risk scenarios and therefore assessing
appropriate mitigation action.
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Within the sphere of the risk management procedgbesnitigation activities are first of all pursued
by means of legislative, organisational, procedaral training measures. Any critical areas, idedif
by means of the prior and subsequent analysisechout, are looked at in-depth with the competent
Units so as to evaluate the appropriate correctgasures.

Furthermore, again overseeing the occurrence typeperational risk, the following were drawn up
and constantly up-dated:
- the Operational Continuity Plan, aimed at safegagrdhe Bank in the presence of critical
events which 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 has adopted for the calculation of thetabgequirement in the presence of operation#l, ris
the basic indicator method (BIA - Basic Indicatoppkoach), which envisages that the capital
covering this type of risk equates to 15% of therage “of the significant indicator” for the lakte¢e
years, calculated in accordance with Articles 31 &16 of the CRR Regulation.

The capital absorption for this type of risk a8atDecember 2015 came to Euro 14,835 thousand.

Quantitative information

With regard to the loss data, inserted in the Banldss Data Collection archive in the three-year
period 2012-2015, the distribution by type of laspresented below, with indication by impact oa th
income statement and by numerousness of the ewatsrding to the classification of the events
envisaged by the Supervisory instructions.

Incidence of the operational losses by type of evef2012 - 2015 survey)
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|Composizione per Impatto Economicci)

Frode esterna;
14%

Esecuzione,
consegna e gestione
dei processi; 32%

Frode interna;
13%

Interruzioni

dell'operativita e ' ) Rapport_o di
disfunzioni dei |_impiego e sicurezza
sistemi; 0% sul lavoro; 1%

Danni da eventi
esterni/a beni

materiali; 0% Clientela, prodotti

e prassi
professionali; 40%

Composizione per Numerosita Manifestaziodi

Esecuzione,
consegna e gestione

L dei processi; 85%
Interruzioni

dell’operativita e
disfunzioni dei
sistemi; 0%

Danni da eventi
esterni/a beni
materiali; 0%

Clientela, prodotti e Rapporto di Frode esterna; 11%

prassi P )
; . impiego e sicurezza . .
: 39 Frode interna; 0%
professionali; 3% sul lavoro; 0% ;

Furthermore, by way of disclosure, the historicehtl in robberies and claims is presented below,
indicating the number of the events and the costBAnk must cover, recorded under operating
expense (amounts in thousand of Euro):

Robberies Claims
No. Amount No. which No. Reimbursements
Euro 000s have accepted Euro 000s
occurred
2009 7 23 78 19 20
2010 3 10 74 17 28
2011 3 6 84 28 26
2012 2 10 86 29 107
2013 2 26 109 26 231
2014 2 2 153 33 38
2015 2 66 161 25 251

The provisions for risks and charges are providedelation legal action suffered for Euro 581
thousand.

Disclosure to the general public
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The information regarding the capital adequacy etkgosure to the risks and the characteristichef t
systems tasked with the identification, measureraedtmanagement of these risks envisaged by the
New prudent supervisory instructions for banks ¢@ar No. 285 dated 17 December 2013), in
Section 1l “Disclosure to the general public”, ipublished on the Bank's website:

www.lavalsabbina.it
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PART F — Information on Equity
Section 1 — Company equity

A. Qualitative information

The Bank’s equity corresponds to the algebraic sifinthe items 130 “Valuation reserves”, 160
“‘Reserves”, 170 “Share premium reserve”, 180 “Sheapital’, 190 “Own shares (-)” and 200
“Profit/loss for the year” in the balance sheébilities.

The balance and the trend in the capital componepi®sent one of the Bank’s strategic priorities,
both in relation to the growth and development peass of the risk and in relation to regulatory
legislation.

Therefore, also with regard to the future, the tedpequirements are determined:

- by observance of the capital requirements laigrdby supervisory legislation;

- by the supervision of the risks associated wihKing activities;

- by the business development projects;

- by the assessments on the amount of the prafitset distributed to the shareholders and to be
capitalised.

Part B. Liability Section 14 of these explanatootas provides disclosure regarding the components,
consistency, origin and degree of availability amstributable nature of the various items.

B. Quantitative information

B.1 Company equity: breakdown

Total Total
A ltems/Amounts 31 Dec. 2015 | 31 Dec. 2014

1. |Share capital 107,39 107,390
2. |Share premium reserve 235,404 235,405
3. |Reserves 53,972 47,061
- income-related 57,064 50,153

a) legal 22,974 21,574

b) statutory 21,367 15,98(

¢) own shares 12,014 12,014

d) other 709 584

- other (3,092 (3,092

4. |Capital instruments - -
5. |(Own shares) (8,855 (7,393
6. |Valuation reserves (3,751 2,709
- Available-for-sale financial assets (4,438 2,234

- Tangible assets - -

- Intangible assets
- Hedging of foreign investments
- Hedging of cash flows
- Exchange differences
- Non-current assets held for sale
- Actuarial gains (losses) relating to
defined benefit pension plans (292 (509
- Share of valuation reserves relating to itees

companies carried at equity - -

- Special revaluation laws 979 979
7.  |Profit (loss) for the year 8,067 14,007
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| [Total

392,221

STOCK AND LIABILITY LEDGER AND RECORD

399,179

The change in the reserves as per point 3. ofable tbove (financial statement item 160) is
described in the following table:

Shareholders’ resolution for approval of 201
— financial statements
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Income reserves: 50,153 6,787 - - 124 57,064
a) legal 21,574 1,400 - - 22,974
b) statutory 15,98( 5,381 21,367
¢) own shares 12,014 - 12,014
d) other 585 124 709
“Other” reserves (3,092 - - - (3,092
Reserves item 160 47,061 6,787 - - 124 53,972

The amount recorded under “Other” Reserves repredbe merger difference deriving from the
absorption of Credito Veronese in 2012.

The “other changes” include the dividends relatmghe own shares and those acquired by the bank

in accordance with Article 30.2 of the Banking Calidation Act.

B.3 Valuation reserves for available-for-sale finammal assets:
breakdown
Assets/Balances Total 31 Dec. 2015 Total 31 Dec. 2014
Positive reserve  Negative reserve | Positive reserve  Negative reserve
1.| Debt securities 611 (4,020) 803 (385)
2.| Equities 4,695 (13) 1,716 (391)
3.| UCIT units 190 (5,901) 807 (311)
4.| Loans - - -
Total 5,496 (9,934) 3,326 (1,087)

The valuation reserves are assigned both the pestd negative fair value changes registered in

available-for-sale financial assets.

The overall net difference with regard to the poesi year of Euro -6,677 thousand is indicated én th

statement of comprehensive income included inPart these explanatory notes.
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B.3 Valuation reserves for available-for-sale finaral assets:
changes during the year

Debt securities Equities UCIT Loans
units

1. | Opening balances 418 1,325 496
2. | Positive changes 997 3,670 413
2.1 | Fair value increases 612 3,279 197
2.2 | Reversal to income statement of

negative reserves 385 391 216

from impairment 391 92

from realisation 385 - 124
2.3 | Other changes - - -
3. | Negative changes 4,824 313 6,620
3.1 | Fair value reductions 4,020 13 5,843
3.2 | Adjustments from impairment - - -
3.3 | Reversal to income statement from

positive reserves: from realisation 804 277 777
3.4 | Other changes - 23 -
4. | Closing balances (3,409) 4,682 (5,711)

B.4 Valuation reserves relating to defined-bengpiians: changes
during the year

The actuarial reserve relating to the future-bergdnsion plans, recorded under Valuation reserves
net of the tax effects recorded under prepaid igxesented a negative balance of Euro 292 thousand
as at 31 December 2015, whilst at the end of 2@lgFasented a negative balance of Euro 509
thousand, disclosing a change of Euro 217 thoudame 324 thousand without the tax effect).

The difference is due to the different financiatgraeters used, which led to an actuarial gain ebEu
324 thousand, compared with a loss of Euro 787d#wod in 2014.

As described in part B of the explanatory notes,dbtuary carried out the calculation on the bakis
the following financial hypotheses: annual discoraie of 2.03% (determined, on a consistent basis
with section 83 of IAS 19, with reference to therage returns curve which derives from the IBOXX
Eurozone Corporates AA index with a duration of Hixtick on 31 December 2015, rate considered
as the best expression of returns of businesspsméry standing), annual rate of inflation 1.5086 f
2016, 1.80% for 2017, 1.70% for 2018, 1.60% for2@hd 2.00% from 2020 onwards and annual
leaving indemnity increase rate 2.625% for 20185% for 2017, 2.775% for 2018, 2.70% for 2019
and 3.00% from 2020 onwards.
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Section 2 - Own funds and regulatory ratios
2.1 Own funds

A. Qualitative information

Own funds and capital ratios were calculated orbtsas of the financial statement values determined
with the application of the legislation envisagadthe IAS/IFRS international accounting standards;
furthermore, account was taken of the specificslagjon issued by the European Union regarding
prudent Supervision (Regulation CRR 575/2013, tive36 of 2013, execution regulation 680/2014
and subsequent additions) and acknowledged by amé Bf Italy in its Circulars, in particular No.
285 and 286 of 2013.

1. Common Equity Tier 1 - CET1

The common equity tier 1 before the applicationhef deductions and the prudential filters comprises
the share capital, the share premium reserves,raberves, including the valuation ones; this
aggregate also includes the regulatory reductionsaged for own shares, equal to the maximum
authorised amount of Euro 10.3 million.

The elements to be deducted include the goodwet (f the pertinent deferred taxation), the other
intangible fixed assets and the prepaid taxatitating to the second release of the goodwill fréva t
incorporation of Credito Veronese.

The items relating to the “Transitory regime” shthe values useful for the correct calculation @& th
reckonability of the reserves pertaining the se¢i@sirecorded in the AFS portfolio.

It is hereby specified that, complying with Artick6.6 of Regulation 575/2013, the Bank did not
calculate the result for the year in the equityredats since as of the date the supervisory repaits
forwarded (11 February 2016) the financial statedérad not yet been approved by the Board of
Directors and audited by the independent auditiimg. f

The Bank has exercised the option for the neugiadis of the capital gains/losses on the Government
securities issued by Central Administrations ofdp@&an countries (Bank of Italy Provision dated 18
May 2010, Symmetric approach).

2. Additional Tier 1 - AT1

There are no additional significant elements of Tie

3. Tier 2 Capital - T2

The Tier 2 capital is made up of the issue of aoadibhated bond carried out during the year. This
issue observes the stringent requirements laid dowthe European regulations, the main ones being:
- original duration of at least 5 years;

- no provision of early repayment incentive.

Straight-line repayment of the portion which canréekoned for regulatory purposes is envisaged in
the last 5 years of residual duration of the instunt.
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The subordinated bond was issued on 10 February, 20has a duration of 6 years maturing on 10
February 2012 and offers a fixed rate of return4df0%; furthermore, early repayments are not

permitted.
B. Quantitative information

STOCK AND LIABILITY LEDGER AND RECORD

Total 31 Total 31
Dec. 2015 | Dec. 2014
A. Common Equity Tier 1 - CET1 before application d the prudent filters 382,717 382,265
of which CET 1 instruments subject to transitprovisions -
B. CET1 prudent filters (+/-) - 1
C. CET1 gross of elements to be deducted and thdesgts of the transitory regime (A +/- 382,717 382,265
D. Items to be deducted from CET1 (11,907) (11,360)
E. Transitory regime - Impact on CET1 (+/-) 4,026 (2,240)
F. Total Common Equity Tier 1 - CET1 (C — D +/-E) 374,836 368,665
G. Additional Tier 1 — AT1 gross of elements to bdeducted and the effects of the
transitory regime 617 3
of which AT1 instruments subject to transitprpvisions -
H. Items to be deducted from AT1 - 1
I. Transitory regime - Impact on AT1 (+/-) (617) (3)
L. Total Additional Tier 1 - AT1 (G-H +/- 1) - 1
M. Tier 2 - T2 gross of elements to be deducted ante effects of the transitory regime 35,00( 728
of which T2 instruments subject to transitorg\psions -
N. Items to be deducted from T2 - 1
O. Transitory regime - Impact on T2 (+/-) - (728)
P. Total Tier2 -T2 (M - N +/- O) 35,000 72§
Q. Total own funds (F + L + P) 409,836 369,393

There are no effects relating to the applicatiorthaf new IAS 19 in force since 2013, given that
before the application of the new standard the Bdingctly booked the changes from discounting
back to the income statement, without using theaar approach.

In the absence of the option for the neutralisatbérthe capital gains/losses on the Government
securities issued by Central Administrations ofdp@&an countries and with the maintenance of the
asymmetric layout, the Own Funds would be lowerHEaro 1,364 thousand (negative reserves on
securities issued by European Central AdministnatioEuro 3,409 thousand x 40% equal to the filter
from transitory provisions).

2.2 Capital adequacy

Qualitative information
The prudent regulations according to the Basel &gent on Capital are based on three Pillars as
already indicated in the section “The Risk Managein$ystem” in the report on operations.
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For the valuation of the equity soundness and bserwance of the minimums ratios on an on-going
basis, the Bank implements a series of controlshvhesult in the production of the “ICAAP” and
“RAF” reports. Among others, stress tests are edrout useful for understanding the evolution ef th
prudent ratios further to any impairment in the kearconditions.

Quantitative information

. Weighted
Unweighted amounts .
Categories/Amounts amounts/requirements
31 Dec. 2014 31 Dec. 2014 31 Dec. 2015| 31 Dec. 2014
A. RISK ASSETS 4,435,933 4,450,353 2,265,472 2,319,624
A.1 CREDIT AND COUNTERPART RISK 4,435,933] 4,450,353 2,265,472 2,319,624
1. Standardised approach 4,435]9334,450,35] 2,265,472 2,319,624
2. Approach based on internal ratings - -
2.1 Basic - -
2.2 Advanced - -
3. Securitisations - -
B. CAPITAL REQUIREMENTS -
B.1 CREDIT AND COUNTERPART RISK 181,238 185,57(
B.2 ADJUSTMENT RISK OF THE VALUATION
OF THE CREDIT - 1
B.3 REGULATION RISK -
B.4 MARKET RISKS 4,648
1. Standard approach 4,648
2. Internal models -
3. Concentration risk -
B.5 OPERATIONAL RISK 14,835 14,817
1. Basic approach 14,835 14,817
2. Standardised approach -
3. Advanced approach -
B.6 OTHER CALCULATION ELEMENTS -
B.7 TOTAL PRUDENT REQUIREMENTS 200,721 200,384
C. RISK-WEIGHTED ASSETS AND CAPITAL
RATIOS
C.1 Risk-weighted assets 2,509,013 2,504,844
C.2 CET 1/Risk-weighted assets (CET 1 capitab)ati 14.94% 14.72%
C.3 Tier 1 capital/Risk-weighted assets (Tier fited
ratio) 14.94% 14.72%
C.4 Total own funds/Risk-weighted assets (Totaiteh
ratio) 16.33% 14.75%

The Bank presents a ratio between Tier 1 capitdiresk-weighted assets (CET 1 capital ratio) equal
to 14.94%, compared with 14.72% last year. The raéitween Own funds and risk-weighted assets



Banca Valsabbina cf 00283510171 — STOCK AND LIABILITY LEDGER AND RECORD
OF FINANCIAL STATEMENTS page 208 / 2016

(Total Capital Ratio) comes to 16.33%, up signifittawith respect to 2014 thanks to the issue ef th
subordinated bonds reckoned in Tier 2 capital.

Without the application of the neutralisation o teserves pertaining to the securities issued by
Central European Administrations, the Total cap##ib would have been essentially unchanged.

As a result of the assimilation in Italy of Direati 2013/36/EU (CRD V), the Bank of Italy carried
out a process during the year for the prudent vewé the Bank (SREP) on the basis of which
additional requirements were determined, requirésneguested by 31 December 2015.

The overall requirements to be applied furtheh®grocess are quantified as follows:

CET 1 Ratio equal to 7%, inclusive of the 2.5% regpliby way of capital conservation reserve: there
are no additional requirements with respect tdefyeslative minimum requirements;

Tier 1 Ratio equal to 9%, inclusive of the 2.5%wgy of capital conservation reserve and 0.5% from
the outcome of the SREP process;

Total Capital Ratio equal to 12%, inclusive of &% by way of capital conservation reserve and
1.5% further to the SREP process;

The ratios measured as of 31 December 2015 aneyie\zent considerably higher than the minimum
requirements requested.

Part G — Business combinations regarding companggsusiness
segments

Section 1 — Transactions achieved during the year
Section 2 — Transactions achieved after the endief year
Section3 — Retrospective adjustments

This section has not been drawn up since during¢lae, and even as of the current date, no business
combinations were carried out.
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Part H - Related-party transactions

Section 1 - Information on the fees of the directoand key executives

The following tables discloses the fees for therydahe directors and statutory auditors, as asll
the remuneration paid to the key executives in 2015

Items/Amounts 31 Dec. 2015

Directors 600
Statutory Auditors 160
Key executives 1,464

The fees for the Directors refer to the matteraldsthed by the Shareholders’ meeting held on 20
April 2013, net of VAT and social security chargiedue.

The emolument of the Board of Statutory Auditorsegual to that resolved by the Shareholders’
meeting held on 2 May 2015 for the three year jpefi015/2017, again net of VAT and the social
security charges when due.

The amount is detailed in the comments on the imcetatement, part C of the explanatory notes -
section 9.1 - Payroll and related costs.

The amount indicated for the “key executives” imida the amount of the remuneration disbursed, as
well as the social security and welfare chargesableyby the Bank and the portion of the leaving
indemnity accrued during the year. With regardhi® éxecutives, no incentive payments linked to the
profits achieved are envisaged; no pension plam&m@visaged other than those which the employees
avail of; and no stock option incentive plans hagen envisaged

The members of general management and the twodikeel directors are key executives.

2 — Information on related-party transactions

Related parties, as defined by the internatiorsaddard IAS 24, are the following:

1. Subsidiary companies, parent companies or thagect to joint control;

2. Companies which may exercise significant infeesrover the company which draws up the
financial statements;

3. Associated companies;

4. Joint ventures in which the company which drawshe financial statements invests;

5. The Directors, statutory auditors and executmwgth strategic responsibilities of the company
which draws up the financial statements.

6. Close family members of one of the parties agppat 5;

7. Subsidiary companies, jointly controlled comganor parties subject to the significant influente
one of the parties as per points 5 and 6;

8. Pension funds of employee or any other bodyeélto the same.

Close family members are understood to be thoseitibexpected may influence, or be influenced

by, the party concerned in their dealings with ¢benpany such as spouses not legally separated and

common-law spouses, offspring and dependent indalsd of the party, the spouse not legally

separated and the common-law spouse.

On the basis of the legislation on industrial cem@pive banks, there is no controlling party oy

which exercises management and co-ordination #esvover Banca Valsabbina S.C.p.A..

The Bank wholly-owns Valsabbina Real Estate S.Ralsingle-shareholder company.



Banca Valsabbina cf 00283510171 — STOCK AND LIABILITY LEDGER AND RECORD
OF FINANCIAL STATEMENTS page 210/ 2016

Dealings with related parties are disciplined om Itlasis of the market conditions (arms’-length $jasi
envisaged for the individual transactions or al@ynié the requirements are meet, to the conditions

applied to employees.
No specific provisions have been made for lossedoans/receivables during the year, vis-a-vis

related parties.

The risks outstanding with the related partiesjudiog companies in which the directors and
statutory auditors cover management and auditipositwere as follows at year end:

Directors, statutory auditors, key executives 31 Dec. 2015 31 Dec. 2014
Cash loans 69,44 78,66
Endorsement loans 3,721 5,552

The ratio between the amounts due from relatedgsaand total loans/receivables in the financial
statements came to 2.50% compared with 2.65% éast y
The balance sheet ratios, as well as the incontenstéamt balances as of 31 December, with the

subsidiary company are illustrated in the tablewel

Financial statement items Valsabbina Real Estate
31 Dec. 2015 31 Dec. 2014
Balance sheet balances: assets 2,143 8,784
Amounts due from customers 2,143 8,784
Balance sheet balances: liabilities - -
Income statement figures 105 192
Interest income 85 172
Other operating income and expense 20 20

Part L - Segment reporting

This part is not drawn up since the banking adgsitarried out by the Bank predominantly concern
retail customers resident in the province of Brasthe province of Trento, limited to the branches
the Storo area, and in the province of Veronahwe& branches.

Publication of the fees for the independent auditcother services
differing from the audit as per the Consob IssueiRegulations Article
149 duodecies

The fees in favour of the independent auditing flBDO Italia SpA and possibly the companies
belonging to the same network for the audit ses/(c@ntrol of the annual and interim accounts) and
certification services, as resolved by the Shaddrsl meeting held on 9 April 2011 (inclusive ofyan
index-linking, but excluding out-of-pocket expenstee Consob contribution and VAT) amount to
Euro 45 thousand.



