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The following chart shows the composition of the doBank Group as at December 31, 2017:

doBank
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doBank was formed in 2015 from the acquisition, under the leadership of Fortress, of Italy’s
two largest independent servicers.

In 2016, doBank acquired 100% of Italfondiario, one of Italy’s leading managers of performing
and non-performing receivables on an outfsourcing basis: the doBank Group was born, a
market leader with more than 17 years of experience in the sectorin Italy.
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INTRODUCTION

The summary results and performance-financial indicators are based on data draw from the
accounts and are used in the monitoring of performance by management and in
management reporting. They are also consistent with the most commonly used metrics in the
sector, ensuring the comparability of the figures presented.

The performance figures for the year ended December 31, 2017 are compared with the pro
forma figures for 2016 (indicated in the tables with “2016 PF” or “31/12/2016 PF”), which were
prepared on the basis of the instructions in Consob Notice no. DEM/1052803 of July 5, 2001, in
order to refrospectively reflect the significant effects of the exfraordinary transactions that took
place in the second half of 2016 and therefore not reflected in the accounts at December 31,
2016: (i) the acquisition of 100% of Italfondiario; (ii) the derecognition of the loan portfolio (the
“Romeo Transaction”); (iii) the recognition of the effects of the servicing contract for the same
securitised portfolio; and (iv) the disposal of the investment in Immobiliare Veronica 84 in
liguidazione on September 30, 2016, as if those transactions had taken place on January 1,
2016.

A pro forma consolidated balance sheet has not been prepared as those transactions were
completed by December 31, 2016 and, consequently, are already reflected in the
consolidated balance sheet at December 31, 2016 included in the 2016 Consolidated Reports
and Accounts.

THE GROUP’S BUSINESS

The doBank Group is a leader in Italy in the management of primarily non-performing loans
for banks, investors and public and private financial institutions (Servicing), with a portfolio
under management of about €77 billion (Gross Book Value) at the end of 2017. The doBank
Group also provides ancillary commercial, real estate and legal products and services
(Ancillary Products) as well as engaging in other minor banking activities, which mainly
regard the management, purchase and sale of non-performing loans.

Within the Group, doBank and ifs subsidiary Italfondiario perform Special and Master
Servicing activities, while Ancillary Products connected with recovery activities are offered
through other companies (IBIS and doRealEstate) or internal unifs (Judicial Management).

Within the Servicing business, the services offered by the doBank Group include, among
others:

e “Collection and Recovery”: services comprising all loan administration, management
and recovery activities, utilising in court and out-of-court recovery processes for and on
behalf of third parties with regard to portfolios of performing, unlikely-to-pay (UTP) and
non-performing loans (NPL, bad loans);

e “Due Diligence”: services including the collection and organisation of information in
dataroom environments as well as the analysis and assessment of loan portfolios for the
preparation of business plans for collection and recovery activities;

e “Structuring”: services including structuring securitisation transactions under Law
130/1999 as well as performing the role of authorized entity in securitisation transactions;

e “Co-investment”: activities of co-investment in loan portfolios in partnership with major
financial investors, where such activities are instrumental in obtaining servicing
confracts. This business involves taking minority positions in securities issued by
securitisation vehicles governed by Law 130/1999.

The Ancillary Products connected with recovery activities include, among others, the
collection, processing and provision of commercial, real estate and legal information
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relating fo debtors as well as the provision of legal services. Among the minor activities, the
Group also offers selected banking products, primarily linked to its Servicing activities, such
as granting mortgage loans, mainly in foreclosure auctions, and managing deposit
accounts for selected clients, which together are designated Ancillary Products and Other
Minor Activities.

Both doBank and Italfondiario, in their capacity as special servicers, have beenrated *RSS1-
/CSS1-* by Fitch Ratings, and “Strong” by Standard & Poor’s. The Servicer Ratings assigned
to doBank and Italfondiario are the highest of those assigned to Italian operators in the
sector. In addifion, these ratings were assigned fo doBank and Italfondiario back in 2008,
before any other operatorin the industry in Italy. In 2017, doBank was also assigned a Master
Servicer rating of “RMS2/CMS2/ABMS2" by Fitch Ratings.

The doBank Group has long been a major partner of leading Italian and foreign financial
institutions and insfitutional investors. The Group's customer base, which has further
diversified in 2017, can be divided into two main categories that reflect the type of activity
carried out: (i) Banks, for which the Group mainly performs “Collection and Recovery”
activities and (i) Investors, for which doBank also carries out "Due Diligence” and
“Structuring” activities as well as “Collection and Recovery”. doBank offers both groups of
customers the entire range of Ancillary Products connected with Recovery activities.

MACROECONOMIC ENVIRONMENT

In 2017 the mainindicators of economic activity in Italy continued to improve, albeit at growth
rates that remain well below the European average.

According to the latest OECD forecasts,' the GDP of the euro area counftries increased by
2.4% in 2017 and will expand by 2.2% in the current year and 1.9% in 2019. Italy's growth will
be slower, having closed 2017 with an increase of 1.6%, which is forecast to slow to 1.5% in
2018 and 1.3% in 2019.

Nevertheless, the trend in Italian GDP in 2017 showed a significant acceleration compared
with the previous year (+1.1% in 2016), buoyed by private consumption (+1.4%), the main
component of domestic demand, investment and exports. The improvement in the
macroeconomic environment had a positive effect on the unemployment rate, which fell to
11.2% in 2017 compared with 11.7% in 2016. However, employment levels are sfill below the
euro-area average, which showed an unemployment rate of 9.1% in 2017.

Although fears of deflation have subsided, inflation in the euro area and in Italy remains low,
slowed by the persistent moderation of wage growth. The Governing Council of the ECB is
inclined to maintain expansionary monetary conditions, aiming for an inflation rate below but
close to 2%, compared with the current 1%.

The lItalian real estate sector, which is crucial for the special servicing of secured loans,
displayed encouraging signs in 2017, such as the increase in the volume of fransactions? and
in the price index.2 The volume of real estate fransactions grew by 3.1%, driven by offices and
industrial and residential properties, while the price index rose by 1.4% during the year.

Bank lending to households and firms also expanded (+2.3% in 2017), with average rates
reaching an all-time low of 2.69% (compared with 6.2% at the end of 2007);4 At +3.4%, the
annual growth in mortgage lending for homes was higher than average. A continuing source
of concern is the narrowing of the spread between the interest rate on loans and that on
funding, a key factor for bank profitability: it was equal to 1.84 percentage points in 2017,
compared with 1.98 points the previous year.

The quality of Italian banks' assets improved during the year, thanks to the positive impact of

1 OECD Economic QOutlook, November 2017
2 pWC The Italian NPL market, December 2017; number of units sold, June 2017 figures.

3 Bloomberg, Scenari Immobiliari S.p.A., December 2017 figures
4 Bl Monthly Outlook, January 2018
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the external environment and the focus that banks have devoted to the issue in their business
strategies. Gross non-performing loans amounted to about €167 billion,5 down from around
€200 billion at the end of 2016, thanks in part to significant sales and securitisation transactions,
which help stimulate the demand for servicing services, the core business of doBank. The stock
of net non-performing loans amounted to €66.3 billion,s down compared with December 2016
(€86.8 billion). The ratio of NPLs to fofal lending shows an analogous decrease from 4.89% to
3.74% over the same period.

Finally, in 2017 there were significant changes in the systemic approach to the management
of Italian banks’ stock of bad loans, including the establishment of the Italian Recovery Fund
(formerly Atlante Il) and the activity of S.G.A. S.p.A. and REV Gestione Crediti S.p.A .. These
entities have already undertaken major operations and are supplementing the activity of
leading national and international investment funds, which continue to look at the Italian NPL
market with interest.

5 Banca d'ltalia, Banche e Moneta: national series, February 2018
6 ABI Monthly Outlook, January 2018, figures for November 2017
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GROUP HIGHLIGHTS

(€/000)
Year Change
Key data of the consolidated income statement
2017 2016 PF Amount %

Gross Rev enues 213,015 206,181 6,834 3%
Net Rev enues 194,928 188,414 6,514 3%
Operating expenses (124,826) (124,107) (719) 1%
EBITDA 70,102 64,307 5,795 9%
EBITDA Margin 33% 31% 2% 6%
EBT 68,134 64,222 3,912 6%

EBT Margin 32% 31% 1% 3%
Net Profit (Loss) attributable to the Group 44,994 40,394 4,600 1%
(€/000)

Change
Key data of the consolidated balance sheet 12/31/2017 12/31/2016 =
Loans and receiv ables with banks 49,449 52,575 (3.126) (6)%
Tax assetfs 94,187 143,030 (48,843) (34)%
Other assets 117,775 114,103 3,672 3%
Total assets 297,500 328,434 (30,934) (9)%
Other liabilities 37,906 55,986 (18,080) (32)%
Prov isions for risks and charges 26,579 25,371 1,208 5%
Shareholders' equity 206,697 210,744 (4,047) (2)%
(€/000)
| Change 31/12/2017
Regulatory Indicators ") 12/31/2017 12/31/2016
€ % CRR Group

Own Funds 141,535 106,945 34,590 32% 169,066
RWA 535,492 519,347 16,145 3% 566,518
CET 1 capital ratio 26.43% 20.59% 5.84% 28% 29.84%
Total capital ratio 26.43% 20.59% 5.84% 28% 29.84%

M Following the clarifications receiv ed by the Bank of Italy on February 23, 2018, the scope of consolidation to
be used solely for the purposes of prudential supervision ("CRR Group") considers the parent company Avio
S.ar.l., which is not consolidated in the accounting net equity. Further details are provided in the section
"Shareholders' equity and capital ratios".
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In order to facilitate an understanding of the doBank Group’s performance and financial
position, a number of alternative performance metrics (“Key Performance Indicators” or
“KPIs”) have been identified by the Group. They are summarised in the following table.

(€/000)
Key performance indicators 12/31/2017 12/31/2016 PF 12/31/2016
Gross Book Value (Eop) - in millions of Euro - 76,703 80,901 80,901
Collections for the period- in millions of Euro - 1,836 1,694 1,188
Collections for the period/GBV (EoP) 2.4% 2.1% 1.5%
Staff FTE/Total FTE 37% 34% 34%
Collections for the period/Servicing FTE 2,510 2,166 1,520
Cost/Income ratio 64% 66% 61%
EBITDA 70,102 64,307 58,016
EBT 68,134 64,222 78,286
EBITDA Margin 33% 31% 35%
EBT Margin 32% 31% 48%
ROE 22% 22% 28%
EBITDA- Capex 64,436 62,645 30,748
Net Working Capital 78,265 79,320 79,320
Net Financial Position of cash/(debt) 38,605 29,459 29,459
Key

Gross Book Value (EoP): Indicates the book value of the loans under management at the end of the reference period, gross of any
potential write-downs due to expected loan losses.

Collections for the period: used to calculate commissions for the purpose of determining revenues from the servicing business, they
illustrate the Group's ability fo extract value from the portfolio under management.

Collections for the period / GBV (Gross Book Value): the ratfio between total gross annual collections and the year-end GBV of the
total portfolio under management. This indicator represents another metric to analyse collections calculated in relation fo the
effectiveness rate of collections, i.e. the yield of the portfolio under management in terms of annual collections and, consequently,
commission income from management activities.

Staff FTE / Total FTE: the ratio between the number of employees (excluding interns and consultants) who perform support activities
and the total number of full-time employees of the Group. The indicator illustrates the efficiency of the operating structure and the
focus on management activities.

Collections for the period / Servicing FTE: the ratfio between total collections for the period and the number of employees who
perform servicing activities. The indicator provides an indication of the collection efficiency rate, i.e. the yield of each individual
employee specialised in servicing activities in terms of annual collections on the portfolio under management.

Cost/Income ratio: calculated as the ratio between operating expenses and total operating revenues presented in the reclassified
income statement. It is one of the main indicators of the Group's operating efficiency: the lower the value of the indicator, the
greater the efficiency of the Group.

EBITDA and EBT: together with other relative profitability indicators, they highlight changes in operating performance and provide
useful information regarding the Group's economic performance.

EBITDA Margin and EBT Margin: obtained by dividing EBITDA and EBT by Gross Revenues.

ROE (Return on Equity): obtained as the ratio between net profit for the period and the average of shareholders’ equity at the start
and the end of the period, it represents an economic measure of the profitability of capital.

EBITDA - Capex: calculated as EBITDA net of investments in fixed capital (including property, plant and equipment and intangible
and financial assets) (“Capex”). Together with other relative profitability indicators, it highlights changes in operating performance
and provides an indication on the Group's ability to generate cash.

Net Working Capital: this is represented by receivables for fees invoiced and accruing, net of payables to suppliers for invoices
accounted for and falling due in the period.

Net Financial Position: this is calculated as the sum of cash, cash equivalents and highly-liquid securities, net of amounts due to banks
for loans and due to customers for the current accounts opened with the Group.
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GROUP RESULTS AT DECEMBER 31, 2017

Performance

The following table and comments present the reclassified consolidated income statement as
at December 31, 2017 with a like-for-like comparison with the previous year, i.e. with the pro
forma reclassified income statement December 31, 2016 (“2016 PF" or “31/12/2016 PF"). For the
sake of a comprehensive and consistent comparison of the financial statements, the table also
reports changes compared with the unadjusted situation at December 31, 2016.

(€/000)
Cond d lidated i Year Change Year Change
2017 2016 PF Amount %o 2016 %
Servicing revenues 196,554 191,754 4,800 3% 160,512 22%
o/w Banks 159,763 169,305 (9.542) (6)% 149,130 7%
o/w Investors 36,791 22,449 14,342 64% 11,382 n.s.
Co-inv estment rev enues 665 25 640 n.s. 25 n.s.
Ancillary and otherrev enues 15,796 14,402 1,394 10% 3,672 n.s.
Gross Revenues 213,015 206,181 6,834 3% 164,209 30%
Qutsourcing fees (18,087) (17.767) (320) 2% (17.276) 5%
Netrevenues 194,928 188,414 6,514 3% 146,933 33%
Staff expenses (83,391) (81,570) (1,821) 2% (58,638) 42%
Administrative expenses (41,435) (42,537) 1,102 (3)% (30,279) 37%
o/wIT (17.784) (14,253) (3,531) 25% (12,444) 43%
o/w Real Estate (8,086) (9.114) 1,028 (11)% (6,340) 28%
o/w SG&A (15,565) (19,170) 3,605 (19)% (11,495) 35%
Operating expenses (124,826) (124,107) (719) 1% (88,917) 40%
EBTDA 70,102} 64,307 5,795 9% 58,016 21%
EBITDA Margin 33% 31% 2% 6% 35% (7)%
Impaiment/Write-backs on property, plant, equipment and intangible assets (2.284) (1.720) (564) 33% (588) n.s.
Net Prov isions for risks and charges (4,041) 1,538 (5,.579) n.s. 5,549 n.s.
Net Write-downs of loans 1,776 114 1,662 n.s. 8,186 (78)%
Net income (losses) from inv estments 2,765 179 2,586 n.s. 7,625 (64)%
EBIT 68,318 64,418 3,900 6% 78,788 (13)%
Net financial interest and commissions (184) (19¢) 12 (6)% (502) (63)%
EBT 68,134 64,222 3,912 &% 78,286 (13)%
Income tax for the year (22,750) (23,550) 800 (3)% (26,763) (15)%
Profit (loss) from group of assets sold and held for sale net of tax (390) (1.435) 1,045 (73)% (350) 11%
Net Profit (Loss) for the year 44,994 39,237 5,757 15% 51,173 (12)%
Minorities - - - n.s. - n.s.
Net Profit (Loss) atiributable to the Group before PPA 44,994 39,237 5,757 15% 51,173 (12)%
Economic effects of “Purchase Price Allocation” - 1,157 (1,157) (100)% 1,157 (100)%
Goodwillimpairment - - - n.s. - n.s.
Net Profit (Loss) affributable to the Group 44,994 40,394 4,600 1% 52,330 (14)%
Earnings per share 0.58| 0.52 0.06 1% 0.67 (14)%
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The formation of EBITDA

EBITDA amounted to €70.1 million, up 9% compared with 2016 (€64.3 million) on a like-for-like
basis. As a percentage of revenues, EBITDA improved by about two points from 31% in 2016 to

33%in 2017.

(€/000)

Netrevenues Year Change Year Change

2016 PF Amount % 2016 %

Servicing revenues 191,754 4,800 3% 160,512 22%
o/w Banks 169,305 (9.542) (6)% 149,130 7%
o/w Investors 22,449 14,342 64% 11,382 n.s.

Co-inv estment revenues 25 640 n.s. 25 n.s.

Ancillary and other rev enues 14,402 1,394 10% 3,672 n.s.

Gross Revenues 206,181 6,834 3% 164,209 30%

Outsourcing fees (18,087) (17.767) (320) 2% (17.276) 5%

Netrevenues 194,928 188,414 6,514 3% 146,933 33%

The improvement in EBITDA, which expanded by about three times the increase in revenues,
was driven by the performance of gross revenues at December 31, 2017, which amounted to
€213.0 million, +3% on the €206.2 million for the previous year pro forma. The good performance
of servicing revenues, equal to €196.6 million (+3%), reflected both an increase in recoveries
and a slight rise in average fees, due to the collection mix. These factors more than offset the
decline in revenues from base fees associated with the contraction in the average gross
portfolio under management and the small decrease in portfolio fransfer indemnities.

The substantial increase in revenues in the Investors segment (+64%) and the decline in those
in the Banks segment (-6%) is associated with the addition as from the third quarter of 2017 of
revenues from the contract for the management of the Fino 1 and Fino 2 Securitisation
portfolios originated by UniCredit, which had already been managed in part by the Group.
The volume of recoveries on managed portfolios, equal to €1.84 billion, rose by 8%’ compared
with the €1.69 billion posted in 2016.

Revenues from co-investment in 2017 benefited from revenues from the ABSs of the Romeo SPV
and Mercuzio Securitisation securitisations. Revenues from ancillary products and minor
activities generated by master servicing activities, administrative, property and business
information services and due diligence activities, contributed €15.8 million to total gross
revenues in the period, an increase of 10% compared with 2016 pro forma, thanks in part fo
the sharp growth registered in the last quarter of 2017.

In line with gross revenues, net revenue expanded by 3% compared with 2016. The rafio of fee
and commission expense to revenues in 2017 was broadly unchanged on the previous year.

(€/000)
Operating expenses Year Change Year Change
2017 2016 PF Amount % 2016 %

Staff expenses (83,391) (81,570) (1,821) 2% (58,638) 42%

Administrativ e expenses (41,435) (42,537) 1,102 (3)% (30,279) 37%
o/wIT (17,784) (14,253) (3,531) 25% (12,444) 43%
o/w Real Estate (8,086) (9.114) 1,028 (11)% (6,340) 28%
o/w SG&A (15,565) (19,170) 3,605 (19)% (11,495) 35%

Operating expenses (124,82¢) (124,107) (719) 1% (88,917) 40%

Operating expenses were stable at €124.8 million, compared with €124.1 million in 2016, despite
the increase in collections, confirming the operating leverage the Group enjoys. More
specifically, staff expenses increased by 2% on the previous year, reflecting the impact of an
increase in average cost, the direct consequence of the strengthening of top management
as a result of the structural changes in the Group during the year, and the effect of the
infroduction of a new incentive mechanism following the listing.

This increase was almost entirely offset by reductions in administrative costs, which amounted
to €41.4 million compared with €42.5 million at December 31, 2016 on a like-for-like basis (-3%).

7 The 8% growth rate regards net 2016 collections for Italfondiario. Considering gross collections, the growth rate would be +3%.

«
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Within the overall aggregate, the significant increase in IT costs, mainly associated with non-
recurring costs and design work attributable to the upgrading of IT systems, was more than
offset by savings in the real estate area (-11%) and other overheads (-19%).

The formation of EBIT and EBT

Group EBIT totalled €68.3 million, compared with €64.4 million in 2016 pro forma (+6%), while EBT
was slightly lower at €68.1 million (+6% compared with 2016), as indicated in the following table.

(€/000)
EBIT and EBT Year Change Year Change
2017 2016 PF Amount % 2016 %
EBTDA 70,102' 64,307 5,795 9% 58,016 21%
Impairment/Write-backs on property, plant, equipment and intangible assets (2,284) (1,720) (564) 33% (588) n.s.
Net Prov isions for risks and charges (4,041) 1,538 (5.579) n.s. 5,549 n.s.
Net Write-downs of loans 1.776 114 1,662 n.s. 8,186 (78)%
Net income (losses) from inv estments 2,765 179 2,586 n.s. 7,625 (64)%
EBIT 68,318| 64,418 3,900 6% 78,788 (13)%
Net financial interest and commissions (184) (19¢) 12 (6)% (502) (63)%
EBT 68,134 64,222 3,912 % 78,286 (13)%

Net impairment/write-backs on property, plant and equipment and intangible assets mainly
regarded amortisation of software licences. The aggregate increased by 33% compared with
2016, reflecting the technology investments of the Group as part of the replacement of the IT
platform and the standardisation of the information system at all of the companies in the scope
of consolidation.

Net provisions for risks and charges were a negative €4.0 million, compared with a positive
balance in 2016 in reflection of reversals of provisions for litigation and disputes that exceeded
the actual liability. The increase was affected by the recognition of new provisions for litigation
and disputes, which nevertheless represent a small percentage of the GBV under
management.

Net write-downs of loans showed net write-backs of €1.8 million, mainly attributable to
collections on previously written-off positions in our own portfolio.

Net income (losses) from investments amounted to €2.8 million, including the result on the sale
of Gexira S.r.l. in the first half of the year in the amount of €1.6 million. The item also reports the
positive effect of the equity measurement of the investment in BCC Gestione Crediti.

The formation of net profit for the year

(€/000)
Net result for the year Year Change Year Change
2017 2016 PF Amount % 2016 %
EBT 68,134 64,222 3,912 % 78,286 (13)%
Income tax for the year (22,750) (23,550) 800 (3)% (26,763) (15)%
Profit (loss) from group of assets sold and held for sale net of tax (390) (1.435) 1,045 (73)% (350) 11%
Economic effects of “Purchase Price Allocation” - 1,157 (1,157) (100)% 1,157 (100)%
Net Profit (Loss) atfributable to the Group 44,994 40,394 4,600 1% 52,330 (14)%
Earnings per share (in Euro) 0.58' 0.52 0.06 1% 0.67 (14)%

Net profit for the period, which in the absence of profit attributable to non-controlling interests,
pertains entirely to the shareholders of the Parent Company, amounted to €45.0 million, up 11%
on the €40.4 million posted at December 31, 2016 pro forma. The effective income tax rate was
equal to 33% of EBT, compared with 37% in 2016: the improvement reflected the impact of the
provisions of the “Bank Rescue” decree (Decree Law 59 of May 3, 2016), which in 2017
excluded the DTA charge, which at the end of 2016 amounted to €4.1 million.

The result for the period was also adversely impacted in the amount of €390 thousand by result
posted by Gexira in the first four months in which it was included in the scope of consolidation.
Earnings per share amounted to €0.58, compared with €0.52in 2016 (+11%).

«
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Segment Reporting

The doBank Group's business model can be analysed in two main dimensions:
e Customers;
e  Business Lines.

The doBank Group's customer base can be broken down into two main categories: Banks and
Investors. The business lines represent the aggregation of products/services offered by the
Group and fall into two categories: Servicing and Ancillary Products and Minor Activities.

Based on these criteria, the following table reports the revenues and EBITDA of the business

segments.
(€/000)
Year 2017
Condensed consolidated income statement Total Ancillary &
Banks Investors L % % Total
Servicing other
Servicingrev enues 159,668 34,983 194,651 1,903 196,554
o/w Banks 159,668 - 159,668 95 159,763
o/w Investors - 34,983 34,983 1,808 36,791
Co-inv estment rev enues - - - 665 665
Ancillary and other rev enues - - - 15,796 15,796
Gross Revenues 159,668 34,983 194,651 9% 18,364 9%, 213,015
QOutsourcing fees (14,304) (3,134) (17,438) (649) il 8,087)|
Netrevenues 145,364 31,849 177,213 9% 17,715 9%, 194,928
Staff expenses (63,083) (13,822) (76,904) (6.487) (83,391)
Administrative expenses (29.035) (6.362) (35,397) (6.038) (41,435)
o/wIT (12,263) (2,687) (14,950) (2,834) (17,784)
o/w Real Estate (6,019) (1,319) (7.338) (748) (8,086)
o/w SG&A (10,753) (2,356) (13,109) (2,456) (15,565)
Operating expenses (92,118) (20,184) (112,301) (12,525) (124,824)
EBTDA 53,246 11,665 64,912 93% 5,190 7%, 70,102
EBTDA Margin 33% 33% 33% 28% 33%

In 2017, the gross revenues (€194.6 million) and EBITDA (€64.9 million) of the Servicing segment
represent more than 90% of their respective totals. As from the third quarter, the FINO portfolio
was reclassified from the Banks segment to the Investors segment in conjunction with the
change in the majority ownership of the portfolio. For this reason, the Investor segment
expanded thanks to the contribution of €17.8 million.
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Group financial position

(€/000)
Change

Main consolidated balance sheet items 12/31/2017 12/31/2016 %
Av ailable-for-sale financial assets 24,001 1,047 22,954 ns.
Loans and receiv ables with banks 49,449 52,575 (3.126) (6)%
Loans and receiv ables with customers 2,853 10,820 (7.967) (74)%
Tax assets 94,187 143,030 (48,843) (34)%
Other assets 127,010 120,962 6,048 5%
Total assets 297,500 328,434 (30,934) (9)%
Due to banks - 13,076 (13,076) (100)%
Due to customers 12,106 11,060 1,046 9%
E.T.B. and provision for risks and charges 36,939 35,611 1,328 4%
Other liabilities 41,758 57,943 (16,185) (28)%
Shareholders' equity 206,697 210,744 (4,047) (2)%
Total liabilities and shareholders' equity 297,500 328,434 (30,934) (9)%

Available-for-sale financial assets at December 31, 2017 increased considerably compared
with 2016 as a result of the following co-investment operations:
- €7.7 million from the valuation of the outstanding of the 5% of the notes subscribed by
doBank and issued by the Romeo SPV and Mercuzio Securitisation vehicles;
- €15.2 million represent the amount paid in December for the subscription of 30 units, for
a total commitment of €30 million, of the restricted alternative securities investment fund
Italian Recovery Fund (formerly Atlante ll).

Loans and receivables with banks and customers break down as follows.

(€/000)
n n q Change

Loans and receivables with banks and with customers: product breakdown 12/31/2017 12/31/2016 %
Loans and receivables with banks
Current accounts and demand deposits 49,340 52,455 (3,115) (6)%
Debt securities 109 120 () (9)%
Total 49,449 52,575 (3.12¢) (6)%
Loans and receivables with customers
Cument accounts 1,338 885 453 51%
Mortgages 1,209 1,443 (234) (16)%
Other loans 306 8,492 (8,186) (96)%
Total 2,853 10,820 (7.967) (74)%

Loans and receivables with banks include the liquidity on current accounts held with banks
used by the group (mainly UniCredit and Banca Intesa). Despite the payment of the 2016
dividend to the majority shareholder Avio, tofal liquidity available decreased by just 6%
compared with the start of 2017 thanks to an improvement in the speed of collection of fees.

Loans and receivables with customers contracted compared with 2016 (-€8.0 million), primarily
reflecting the repayment of the bridge loan of €8.4 million granted in 2016 to the Romeo SPV
against the commitment to subscribe securities, which occurred in the first part of 2017.
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Tax assets at December 31, 2017 break down as follows:

(€/000)
Change

Tax assets: breakdown 12/31/2017 12/31/2016 %
Current tax assets
Paid in advance 165 13,051 (12,886) (99)%
Tax credits - 36,773 (36,773) (100)%
Tax liabilities - (12,102) 12,102 (100)%
Total 165 37,722 (37,557)  (100)%
Deferred tax assets
Write-down on loans 55,582 55,409 173 0%
Tax losses carmied forward in the future 29,933 41,136 (11,203) (27)%
Other assets / liabilities 286 1,086 (800) (74)%
Prov isions 8,218 7.582 636 8%
Other items 3 95 (92) (97)%
Total 94,022 105,308 (11,194) anN%
Total tax assets 94,187 143,030 (48,751) (34)%

Current tax assets, which as at December 31, 2016 were mainly composed of tax credifs, were
virtually nil at December 31, 2017 as a result of the use of those assets to offset indirect taxes
(VAT and withholding tax).

Deferred tax assets also decreased by €11.2 million, essentially reflecting the reversal of assets
on prior-year tax losses.

As shown in the following table, the most significant other item of assets is other assets (+3%
compared with 2016), which essentially include receivables for accrued fees to be collected
on loan recovery activities and ancillary services associated with those activities.

Equity investments include the value of the associate BCC Gestione Crediti, which had
increased at December 31, 2017 as a result of being accounted for using the equity method,
which reflected improved situation of the company compared with the previous year.

(€/000)
Change

Other assets 12/31/2017 12/31/2016 -
Cash and cash equiv alents 21 18 3 17%
Equity inv estments 2,879 1,608 1,271 79%
Property, plant and equipment 1.819 638 1,181 ns.
Intangible assets 4,506 2,079 2,427 117%
Non-cument assets and diposal groups held for sale 10 2,516 (2,506) (100)%
Other assets 117,775 114,103 3,672 3%
Total 127,010 120,962 6,048 5%

Property, plant and equipment fripled compared with 2016, reflecting investments primarily in
furnishings and hardware for work stations as a result of the reorganisation of Group premises
and logistics at its offices around the counfry.

Intangible assets, which primarily include software licences, more than doubled compared
with the end of 2016, reflecting the investments in fechnology by the Group to replace the IT
platform and standardise the information system across all the consolidated companies.

Non-current assets held for sale and discontinued operations at December 31, 2017 were
almost zero as a result of the disposal in April of the investment in Gexira, whose assets were
classified in this category at the end of 2016 in accordance with the provisions of IFRS 5.

As shown in the following table, amounts due to banks reflect the extinguishment of loans
outstanding at December 31, 2016 as a result of achieving greater financial autonomy in 2017,
thanks in part to the considerable collections of fees on invoices to be collected.
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(€/000)
Change

Due to banks and to customers: product breakdown 12/31/2017 12/31/2016 e
Due to banks
Current accounts and demand deposits - 2,999 (2.999) (100)%
Loans - 10,032 (10,032) (100)%
Other liabilities - 45 (45) (100)%
Total - 13,076 (13,076)  (100)%
Due to customers
Current accounts and demand deposits 11,759 10,850 909 8%
Loans 319 - 319 n.s.
Other liabilities 28 210 (182) (87)%
Total 12,106 11,060 1,046 9%

Amounts due to customers are mainly composed of current accounts held by the lawyers
affiliated with the Group for loan recovery activities.

(€/000)
— - 9 Change

Employee termination benefits and provision for risks 12/31/2017 12/31/2016 o
‘o

Employee termination benefits 10,360 10,240 120 1%

Provisions for risks and charges

Legal disputes 10,313 9,427 886 9%

Staff expenses 8,839 9,002 (163) (2)%

Other 7,427 6,942 485 7%

Total 26,579 25,371 1,208 5%

Total ETB and provision for risks 36,939 35,611 1,328 4%

Under provisions for risks and charges, the item legal disputes regards provisions for litigation
associated with loan collection activities, which increased by 9% in 2017 compared with 2016.
The increase was partly associated with a new provision against creditor claims filed by
previous suppliers following the termination of their contracts. The item staff expenses includes
provisions to finance MBO bonuses to be paid in future years on the basis of existing
remuneration policies, net of reversals for bonuses paid during the period but accruing in
previous years. The size of the provision at December 31, 2017 also reflects the implementation
of new remuneration policies following the listing, which for selected categories of managers
have changed the structure of variable remuneration, taking account of deferred pay and
the grant of equity instruments.

The final residual component of provisions for risks includes provisions for disputes for which no
litigation is currently under way.

Other liabilities, as shown in the following fable, mainly consist of other liabilities, which are
largely composed of amounts due to suppliers, employees and tax authorities for VAT to be

paid.
(€/000)
Change

Other liabilities 12/31/2017  12/31/2016 .
Tax liabilities 3,852 219 3,633 n.s.
Liabilities associated with non-current assets and disposal groups held for sale - 1,738 (1,738) (100)%
Other liabilities 37,906 55,986 (18,080) (32)%
Totale 41,758 57,943 (16,185) (28)%

Tax liabilities regard liabilities for current taxes and deferred taxes in respect of the valuation
reserve for AFS securifies.

In parallel with the same item of assets, liabilities associated with non-current assets held for
sale were equal to zero at the end of 2017 as they regarded the investment in Gexira, which
was sold during the period.

«
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Net working capital

(€/000)
Change
Net working capital 12/31/2017 12/31/2016 PF B
Trade receiv ables 99,337 102,685 (3.348) (3)%
Trade payables (21,072) (23,365) 2,293 (10)%
Total 78,265 79,320 (1,055) Mm%

The aggregate amounted to €78.3 million at the end of the period, an improvement on the
€79.3 million at December 31, 2016 pro forma despite the increase in revenues, reflecting a
reduction in frade receivables.

Net financial position

(€/000)

Netfinancial position 12/31/2017 12/31/2016 PF . Change ”

o

A Cash 21 18 3 17%
B Current bank accounts 49,340 52,575 (3,235) (6)%
C Liquid securities 1,003 1,002 1 0%
D Liquidity (A)+(B)+(C) 50,364 53,595 (3.231) (6)%
E Cument bank debts - (13,076) 13,076 (100)%
F Deposits from customers (11,759) (11,060) (699) 6%
G Other current financial debts - - - n.s.
H Net currentfinancial position (D)+(E)+(F)+(G) 38,605 29,459 9,146 31%
I Non-cumrent bank debts - - - n.s.
J Other non-current financial debts - - - n.s.
K Netfinancial position (H)+(l)+(J) 38,605 29,459 9,146 31%

The Group’s net financial position (which shows a positive cash position) at the end of 2017 was
sharply improved in quantitative terms (€38.6 million compared with €29.5 million at the end of
2016) and qudalitative terms, as external sources of financing have essentially been eliminated,
confirming the Group’s capacity to generate independent cash flows that can not only
finance ordinary operations but also permit an opportunistic approach to potential
opportunities for co-investment and acquisitions. During the year, the Group also completed a
project to consolidate credit lines with the Parent Company, opening new bank facilities on
better terms at three-year maturities.
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Group shareholders’ equity and capital ratios

Consolidated shareholders’ equity at December 31, 2017 amounted to €206.7 million,
compared with €210.7 million at December 31, 2016. A reconciliation with the equity of the
Parent Company and the composition and changes in the aggregate compared with the
end of the previous year are presented in the following tables.

(€/000)
harehol !
SE ar.:y : c;!ers Net profit ~ Shareholders’
vity before
& (loss) Equity Nofes
result
Balance as at December 31, 2017 as per doBank S.p.A. Accounts 158,027 33,930 191,957
Elimination of the v alue of consolidated inv estments in associates: - - -
- Surplus (minus) ov er the camying v alues of consolidated subsidiaries 3,676 - 3,676 (M
- Net profit (loss) of consolidated subsidiaries - 10,775 10,775 (2)
Other reclassifications on consolidation - 289 289 (3)
Balance as at December 31, 2017 atiributable to the Group 161,703 44,994 206,697

Note

(1) L'importo rappresenta la differenza tra il valore di carico ed il valore del patrimonio netto delle societa partecipate

(2) L'importo rappresenta il valore dei risultati dell’esercizio 2017 delle societa partecipate

(3) L'importo rappresenta altre rettifiche di consolidamento dovute principalmente alla valutazione a equity della partecipazione
nella societa collegata BCC Gecre ed allo storno di utili e dividendi infragruppo

(€/000)

. Change
Equity breakdown 12/31/2017 12/31/2016 - %
Share capital 41,280 41,280 - n.s.
Valuation reserv es 1,350 256 1,094 n.s.
Reserv es 119,350 117,155 2,195 2%
Treasury shares (277) (277) - n.s.
Net Profit (loss) for the year 44,994 52,330 (7.336) (14)%
Shareholders' equity 206,697 210,744 (4,047) (2)%
(€/000)

Changes in consolidated shareholders' equity

Shareholders' equity as at December, 31 2016 210,744
Increases: 48,283
Net profit for the year 44,994
Changes in v aluation reserv es (+) 1,094
Share payments 2,195
Decreases: (52,330)
Dividends paid (52,330)
Changes in v aluation reserv es (-) -
Shareholders' equity as at December, 31 2017 206,697

The change in shareholders’ equity was positively impacted by net profit and by the reserve
established in accordance with IFRS 2 for own equity insiruments (shares) that can be granted
to employees under the terms of the post-IPO remuneration policy, which provide for share-
based payments in certain cases.

The following table reports the value of own funds, risk-weighted assets and consolidated
capital ratios, which were calculated on the basis of the regulatory principles set out in
Directive 2013/36/EU (CRD IV) and Regulation (EU) 575/2013 (CRR) as transposed in Bank of
Italy Circulars no. 285 and no. 286 of December 17, 2013 as amended.

The application of those regulatory requirements is subject to transitional arrangements under
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which the new rules are applied —in most cases — in an increasing proportion until 2019, when
full application will begin.

In order to permit meaningful comparison with the previous year, the scope of supervisory
consolidation at December 31, 2017, has been aligned with the scope of consolidation under
accounting rules.

(€/000)
Change

Own Funds and capital adequacy ratios 12/31/2017 12/31/2016 =

Common equity TIER 1 capital (CET 1) 141,535 106,945 34,590 32%
Own Funds 141,535 106,945 34,590 32%
Risk Weighted Assets 535,492 519,347 16,145 3%
CET 1 capital ratio 26.43% 20.59% 5.84% 28%
Total capital ratio 26.43%, 20.59% 5.84% 28%

Following clarifications received from the Bank of Italy on February 23, 2018, the scope of
consolidation for the sole purpose of prudential supervision (“CRR Group”) puts Avio S.ar.l., a
Luxembourg-registered financial company and majority shareholder of doBank S.p.A. at the
top of the Group. It is not consolidated in shareholders’ equity under accounting rules.

For the purpose of full disclosure, the following table reports capital ratios at December 31,
2017 for the scope of consolidation of the CRR Group, which includes Avio S.ar.l.

(€/000)

Own Funds and capital adequacy ratios 12/31/2017
Common equity TIER 1 capital (CET 1) 169,066
Own Funds 169,066
Risk Weighted Assets 566,518
CET 1 capital ratio 29.84%
Total capital ratio 29.84%,

In May 2017, the Supervisory Review and Evaluation Process (SREP) conducted by the Bank of
Italy with regard to the minimum capital requirements for the Parent Company doBank was
completed, the outcome of which required compliance with additional capital requirements
starting with the own funds report as at June 30, 2017 (Common Equity Tier 1 Ratio of 6.59%;
Tier 1 Capital Ratio of 8.38% and Total Capital Ratio of 10.75%).

At December 31, 2017, consolidated own funds, which include the share of net profit for the
period that will not be distributed, equal to 30% of the total, amounted to €141.5 million,
compared with risk-weighted assets of €535.5 million, most of which (62%) generated by
operational risks and, to a lesser extent, credit risk.

At December 31, 2017, the doBank Group had a Total Capital Ratio of 26.43% (29.84% as CRR
Group), nearly é percentage points better compared with 2016 and well above the minimum
regulatory requirement for the period of 10.75%. The CET 1 capital ratio already fully reflects
the Group's commitment to invest €30 million in the Italian Recovery Fund (formerly Atlante 1l).
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SIGNIFICANT EVENTS DURING THE FINANCIAL YEAR
Main new servicing contracts

MPS

On October 17, 2017, doBank announced that it had executed a term sheet under which the
doBank Group would be engaged to manage, as a special servicer, bad loans with a GBV of
about €8 billion as part of a proposed assignment and securitisation of a portfolio of bad loans
with an original value of about €26 billion originated by the MPS Group. The securitisation of the
non-performing loans of MPS, a key element of the rescue plan for the Siena-based bank,
would be one of the largest such fransactions ever carried out in Europe. Under the
engagement, the doBank Group would manage about 30% of the total GBV of the
fransaction, with a more-than-proportionate retfurn compared with the allocation of the total
portfolio. The doBank Group's servicing activities began in the first quarter of 2018.

BERENICE

On December 20, 2017, doBank announced that it had signed an agreement under which the
Group will be granted an engagement to manage, as a special servicer, bad loans with a GBV
of about €1 billion as part of the rescue of Cassa di Risparmio di Rimini, Cassa di Risparmio di
Cesena and Cassa di Risparmio di San Miniato (denominated the "Berenice” operation)
executed by the Italian Recovery Fund (formerly Aflante 11).

The doBank Group began its activities in the first quarter of 2018.

The Fino Project

The Fino Project involved the securitisation under the provisions of Law 130/1999 involving a
portfolio of bad loans owned by the UniCredit Group with a total original gross value of about
€17.7 billion. Most of that portfolio was already under management by doBank as at the end
of 2016, and was increased in January 2017 by about €2.7 billion gross. Under the provisions of
the Fino Project, doBank will continue to manage the recovery of the positions.

In July 2017 UniCredit completed the operation with the assignment of the loans to two SPVs,
Fino 1 Securitisation and Fino 2 Securitisation, dividing the portfolio between the two vehicles
in order to enable part of the investment to benefit from a state guarantee in the form of a
GACS. The majority of the securities (50.1%) were acquired by funds of the Fortress Group.
UniCredit inifially retained the remainder (49.9%) before reducing its position below 20% in
December 2017 in an agreement with funds operated by King Street Capital Management LP.

In addition fo increasing the size of the portfolio under management, the doBank Group was
also engaged fo perform the new activities of Master Servicer and Corporate Provider and will
increase revenues from Ancillary Products thanks to the provision of master legal, commercial
information and property appraisal services, performed in part by the subsidiaries doRealEstate
and IBIS. The agreement on the new Fino contract was finalised at the end of July 2017.

Listing on the Milan Stock Exchange

On July 14, 2017 doBank made its début on the Milan Stock Exchange ahead of schedule in
view of the strong inferest displayed by the Italian and foreign institutional investors to which
the initial placement was directed. The IPO was presented in a series of roadshows in the main
European and US financial cenftres.

The offer price for the shares was €9.00 per share, representing a capitalisation of about €704
million net of tfreasury shares. A total of 38.2 million shares were placed (47.7% of share capital)
after the greenshoe option, including 6.2 million shares for which the shareholder AVIO S.ar.l.
exercised the increase opftion.

New post-listing remuneration policy

Following the listing on the Milan Stock Exchange, a new remuneration policy was adopted,
involving the Chief Executive Officer and a selected number of other managers. For more
information, see the "Governance/remuneration” section of the corporate website
www.dobank.com.
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Italian Recovery Fund (formerly Atlante I1)

The Board of Directors of doBank approved the signing of a commitment for the investment of
€30 million in the Italian Recovery Fund (formerly Atlante Il) operated by Quaestio SGR, which
specialises entirely in investing in the junior and mezzanine tranches of securitisations of
impaired loans, in line with doBank’s co-investment strategy. At December 31, 2017, doBank
had paid €15.2 million of its overall commitment, with the investment to be completed in 2018.

Internal organisation model

During the first half of 2017, the Parent Company, doBank, completed its internal reorganization
activities with the aim of centralising the functions of management, coordination, policy-setting
and control with it. In January, it also approved the new Corporate Governance project, which
provides for the simplification of the governance of the Bank and the subsidiaries, in
accordance with a principle of proportionality, and the strengthening of doBank’s
management and coordination role as the Parent Company. This model is therefore able to
provide the market with an integrated system of services mainly linked to credit recovery, as
well as ensuring benefits for the Group in terms of costs/performance, while simultaneously
raising the fechnological level of the services offered and internal processes.

IT projects

Starting on March 1, 2017, the subsidiary doSolutions S.p.A. represents the new fechnology hub
of the Group, with the offer of information technology services, organisational support, back
office and logistics services, thanks to the fransfer and demerger of the associated business
units by doBank and Italfondiario respectively. Furthermore, doBank migrated the IT platform
from UBIS of the UniCredit Group to a proprietary platform and started the Management
Control development project to implement a new model. That project was completed at the
end of 2017 with the integration of all the Group companies. In the information technology
areq, the progressive replacement of the information system of the companies belonging to
the Group continued with a view to ensuring overall standardisation.

Judicial Management

The Judicial Management Division was established during the year. The main developments of
the Division included agreements for the provision of legal support for the Fino Project and with
UniCredit. In the lafter case, the agreements regarded the portfolio under management for
that client.

Disposal of Gextra S.r.l.

In April 2017, Gextra S.r.l. was sold to a non-Group buyer. In the financial statements at
December 31, 2016, the company had been classified as an asset held for sale in accordance
with IFRS 5. The sale of the company was part of the Group reorganisation and generated a
gain of €1.6 million, which was reflected in Group results for the year.
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SIGNIFICANT EVENTS AFTER THE END OF THE YEAR
Agreement with REV Gestione Crediti S.p.A.

On January 24, 2018 doBank announced that it had signed an agreement with REV Gestione
Crediti S.p.A. ("REV") under which the doBank Group was granted an engagement to manage,
as a special servicer, a portfolio of bad loans worth about €2.4 billion (in terms of gross book
value). The loans covered by the agreement were originated by Banca delle Marche, Banca
dellEtruria e del Lazio, Cassa di Risparmio di Ferrara and Cassa di Risparmio di Chieti.
Management activities by the doBank Group began in the first quarter of 2018.

Impact of the new international accounting standards IFRS 9 and IFRS 15

During 2017 the Group undertook two projects connected with the implementation of the new
accounting standards IFRS ? - Financial Instruments and IFRS 15 - Revenues from Contracts with
Customers, which took effect as from January 1, 2018.

As explained in detail in Part A of the notes to the consolidated financial statements, the
quantitative impact of these new standards is nil (for IFRS 15) or insignificant (for IFRS 9).

More specifically, for IFRS 9, the small scale of the impact is a consequence of the size and the
composition of the portfolio of the Group's financial assets, which account for 26% of total
assets at December 31, 2017. On the composition front, only 5%, mainly represented by
performing mortgage loans and current accounts with customers, was subject to a revision of
the calculation of impairment under the new rules, which resulted in no increase in write-downs
as a consequence of an increase in write-downs of loans and receivables with customers and
a decrease in write-downs of loans and receivables with banks. Trade receivables, classified
under other assets in the balance sheet, account for 33% of total assets and the impact of from
the application of the new impairment rules amounted to €35 thousand.

With regards to the classification and measurement of financial assets, the most significant
change regarded the Romeo SPV and Mercuzio Securitisation ABSs and the unit of the Italian
Recovery Fund (formerly Atlante ), which changed from recognition of fair value changes in
equity to recognition of such changes directly through profit or loss (FVTPL). The remainder of
the portfolio, consisting of loans and receivables with banks for the management of Group
liguidity (current accounts and deposits) and purchased receivables (mainly non-performing
loans) will continue to be measured at amortised cost.

OUTLOOK FOR OPERATIONS

In line with the main strategic guidelines highlighted in the Listing Prospectus, in 2018 doBank
infends to further strengthen its leadership position in the market for servicing what are mainly
non-performing loan portfolios.

The Group's commercial development will be aimed at obtaining significant new
management contracts from large and medium-sized banking groups and from the broader
group of specialised investors. The Group therefore expects a significant increase in assets
under management (in terms of Gross Book Value), also in consideration of the start of
management activities for more than €11 billion in the first quarter of the year alone, and a
significant increase in collections.

Finally, doBank plans to further develop ifs ancillary activities, thanks to the contribution of long-
term agreements signed in the second half of 2017 and the acquisition of new customers, and
to exploit its operating leverage, with a positive impact on EBITDA and the generation of cash
in terms of EBITDA-Capex.

MAIN RISKS AND UNCERTAINTIES

In consideration of the activities it performs, and the results achieved, the financial position of
the doBank Group is adequately scaled to meet its needs.

The financial policy pursued is in fact aimed at fostering the stability of the Group, which in view
of its operations does not currently or prospectively intend to engage in speculative investment
activity.
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The main risks and uncertainties generated by current conditions in the financial markets do
not represent any especially critical threats to the financial equilibrium of the Group and, as
such, do not generate doubts about its operation as a going concern.

Please see Part E of the notes to the financial statements for more information on financial and
operational risks.

DOBANK SHARES

One of the major events affecting the doBank Group in 2017 was its debut on the stock
exchange.

The offer, which involved doBank’s ordinary shares and was directed exclusively at Italian and
foreign institutional investors, was completed on July 12 - ahead of schedule — owing to the
stronginterest displayed by investors, whom top management had met in a series of roadshows
in the main European and US financial centres.

The offer price for the shares was €9.00 per share, representing a capitalisation of about €704
million net of tfreasury shares. A total of 38.2 million shares were placed (47.7% of share capital)
after the greenshoe option, including 6.2 million shares for which the shareholder AVIO S.ar.l.
exercised the increase opftion.

From the start of tfrading on the Mercato Telematico Azionario (electronic stock exchange)
operated by Borsa Italiana (MTA) on July 14, the doBank stock steadily posted significant gains,
closing 2017 at €13.55 per share, up 50.5% on its IPO price.

In relative terms, that performance outpaced the benchmark index (the FTSE Italia Mid Cap,
which rose+6.3%8), the index of Italy’s largest companies in terms of capitalisation, the FTSE MIB
(+1.7%) and the other Italian IPOs carried out in 2017.7

doBank shares are fraded under ISIN IT0001044996 and ticker symbol DOB [Bloomberg: DOB
IM]. The total number of shares in circulation is 78.25 million, as well as 1.75 million freasury shares.
The following chart and table report developments in doBank shares in 2017 and the main
associated statistics.
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Summary Data Euro Date
IPO Price 9.00 7/14/17
Minimum closing price 10.25 7/14/17
Maximum closing price 14.27 10/18/17
Last closing price 13.55 12/29/17
Last official price 13.49 12/29/17
Number of shares issued 80,000,000 12/29/17

of which treasury shares 1,750,000 12/29/17
Capitalization 1,079,200,000 12/29/17
Capitalization (excluding treasury shares) 1,055,592,500 12/29/17

8 Reference period July 14 - December 31, 2017

7 1POs in the MTA segment of Borsa italiana
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doBank’s communications and relations with the financial markets are managed by the
Investor Relations department, whose purpose is to facilitate understanding by the financial
community of the Group's strategy and objectives, so that they can been appreciated in full
by investors.

In order to ensure tfransparent, fimely and comprehensive communication, in 2017 the Investor
Relations feam and top management participated in numerous meetings with analysists and
investors, mainly in the form of industry conferences, road shows in leading international
financial markets, specific meetings and frequent conference calls.

For more information on developments in the doBank stock and the strategy and performance
of the Group, please visit the investor relations section of the corporate welbsite
www.dobank.com.
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OTHER INFORMATION

Management and coordination by the Parent Company

At December 31, 2017, 50.1% of the shares of the Parent Company doBank are owned by Avio
S.arl. a company incorporated in Luxembourg, which is jointly owned by the Fortress Group
(in December 2017 it was acquired by Softbank Group Corp.) and Eurocastle Investment
Limited, which is the majority shareholder.

After listing on the Milan Stock Exchange, 47.7% of the shares were placed on the market and
the remaining 2.2% consists of 1,750,000 treasury shares, measured at cost, for a total of €277
thousand held by the Parent Company.

The maijority shareholder does not exercise any management or coordination powers over
doBank pursuant to Art. 2497 et seq. of the Civil Code, either directly or through the companies
belonging to the Fortress Group and Eurocastle Investment.

The Parent Company doBank exercises its management and coordination powers over ifs
direct subsidiaries as provided for in the legislation referred to above.

Transactions in treasury shares

During the year no shares of the Parent Company doBank were purchased or sold.

At December 31, 2017, doBank held 1,750,000 treasury shares, equal to 2.2% of total share
capital. Their carrying amount is €277 thousand and they are presented in the financial
statements as a direct reduction of shareholders' equity under Item 200. "Treasury shares". ltem
190. "Reserves" includes the associated equity reserve in the same amount.

Research and development

The Group did not engage in research and development activities during the year.

Report on corporate governance and ownership structure

In accordance with the third paragraph of Art. 123 bis of Legislative Decree 58 of February 24,
1998 (the Consolidated Law on Financial Infermediation), a separate report from this report on
operations has been prepared. It has been approved by the Board of Directors and published
together with the draft financial statements for the financial year ended at December 31, 2017.
This document is made available to the public in the “Governance” section of the corporate
website www.dobank.com.

Together with that Report, the “Remuneration Report” has also been prepared pursuant to Art.
123 ter of the Consolidated Law.

Consolidated Non-Financial Statement

Legislative Decree 254 of December 30, 2016 and Legislative Decree 32/2007 require to doBank
as a public interest entity (bank with listed shares whose size exceeds the minimum thresholds
in the decree) to publish each year information on the main risks and uncertainties to which
the company is exposed, indicators of non-financial performance relevant to the specific
activity of the company, and information on the environment and personnel. The first reference
date for this document is December 31, 2017.

doBank has elected the option provided for in the decree to prepare a separate document
from this report on operations. That document is approved by the Board of Directors and
published fogether with the draft financial statements for the financial year ended at
December 31, 2017. This document is made available to the public in the “Investor
Relations/Financial Reports and Presentations” section of the corporate website
www.dobank.com.

Public disclosure by institutions

In compliance with Bank of Italy Circular no. 285 of December 17, 2013 as updated, doBank
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has prepared the public disclosure by institutions at December 31, 2017, which is approved by
the Board of Directors and published together with the draft financial statements for the
financial year ended at December 31, 2017. The document is made available to the public in
the “Investor Relations/Financial Reports and Presentations” section of the corporate welbsite
www.dobank.com.

Transactions with related parties

In compliance with the provisions of the “Rules for Transactions with Related Parties” referred
to in Consob Resolution no. 17221 of March 12, 2010, as amended by Resolution no. 19974 of
April 27, 2017, as well as the provisions on the prudential supervision of banks in Circular no. 263
of December 27, 2006, Title V, Chapter V on "Exposures and conflicts of interest with related
parties” issued by the Bank of Italy, any transaction with related parties and connected persons
shall be approved in accordance with the procedure approved by the Board of Directors,
whose most recent update was approved at the meeting held on May 25, 2017, which entered
force in conjunction with the listing on the Milan Stock Exchange on July 14, 2017.

This document is available to the public in the “Governance” section of the company website
www.dobank.com.

The universe of related parties of the Group changed near the end of the year following the
acquisition of the Fortress Investment Group LLC (NYSE: FIG) (“Fortress”) by SoftBank Group
Corp. ('SoftBank" or "SBG"). As a result of the fransaction, SBG and its subsidiaries gained
ownership of the shares of Fortress, which in turn held Avio S.d rl., doBank's maijority
shareholder.

Pursuant to the above Consob Regulation, disclosures on transactions with related parties
carried out during the year are reported below.

Transactions of greater importance

Fino 1 and Fino 2 portfolios

As indicated in the significant events of the year, in July 2017, doBank entered into Master
Servicing, Special Servicing and Corporate Services agreements with the two securifisation
vehicles Fino 1 Securitisation S.r.l. and Fino 2 Securitisation S.r.l., whose securities were partially
subscribed by affiliates of the Fortress Group.

The information prospectus for the tfransaction is available to the public at the registered office
of doBank S.p.A. (Piazzetta Monte 1, Verona), the doBank S.p.A. website (www.dobank.com)
and the authorised storage system Spafid Connect.

Other transactions
During the course of the year, ordinary fransactions were approved that mainly involved due
diligence activities carried out in relation to entities affiliated with the Fortress Group.

Please see Part H of the notes to the consolidated financial statements for the disclosures
provided for by IAS 24 for fransactions with related parties.
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Statementreconciling the condensed consolidated income statement and the
statutory consolidated income statement

(€/000)

Statement reconciling the condensed consolidated income statement and the Year Year
statutory income statement 2017 2016 PF 2016
Servicing revenues 196,554 191,754 160,512
40 fee and commission income 194,746 189,820 158,871
220 of which: other operating expense and income 1,808 1,934 1,641
Co-investment revenues 665 25 25
10 of which: interest income and similar rev enues 665 25 25
Ancillary and other revenues 15,796 14,402 3,672
10 of which: interest income and similar rev enues 75 76 62
20 of which: Interest expense and similar charges (135) (4) (2)
220 of which: other operating expense and income 15,520 14,561 4,024
40  of which: fee and commission income 688 362 181
180b of which administrativ e costs: b) other administrative expense (352) (593) (593)
Gross Revenues 213,015 206,181 164,209
Fee and commission expense (18,087) (17.767) (17,276)
50 of which: fee and commission expense (18,087) (17.767) (17.276)
Netrevenues 194,928 188,414 146,933
Staff expenses (83,391) (81,570) (58,638)
180a of which administrativ e costs: a) staff expense (83,391) (81,570) (58,638)
Administrative expenses (41,435) (42,537) (30,279)
180b of which administrativ e costs: b) other administrative expense (43,263) (44,740) (34,541)
220 of which: other operating expense and income 1,828 2,203 4,262
Operating expenses (124,824) (124,107) (88,917)
EBMTDA 70,102 64,307 58,016
Impairment/Write-backs on property, plant, equipment and intangible assets (2.284) (1.720) (588)
200 impairment / write-backs on property, plant and equipment (364) (288) (82)
210 impairment / write-backs on intangible assets (1,651) (1.269) (421)
220 of which: other operating expense and income (269) (163) (85)
Net Provisions for risks and charges (4,041) 1,538 5,549
180a of which administrativ e costs: a) staff expense (780) - -
190 net provisions for risks and charges (3,243) 1,623 4,809
220 of which: other operating expense and income (18) (85) 740
Net Write-downs of loans 1,776 14 8,186
130 net losses / recov eries on impairment 1,601 (134) 3,198
220 of which: other operating expense and income 175 7 4,600
10 of which: interest income and similar rev enues - - 147
100 gains (losses) on disposal and repurchase - 241 241
Netincome (losses) frominvestments 2,765 179 7,625
240 profit (loss) of equity inv estments 1,271 179 (2¢)
270 gains (losses) on disposal of inv estments 1,494 - 7,651
EBIT 68,318 64,418 78,788
Netfinancial interest and commission (184) (196) (502)
10 of which: interest income and similar rev enues - 2 2
20 of which: Interest expense and similar charges (138) (178) (483)
110 gains and losses on financial assets/liabilities at fair v alue through profit or loss (1) - -
50 of which: fee and commission expense (45) (20) (21)
EBT 68,134 64,222 78,286
Income tax for the year (22,750) (23,550) (26,763)
290 income tax expense from continuing operations (22,726) (21,567) (22,697)
180b of which administrativ e costs: b) other administrative expense (24) (1,983) (4,066)
Profit (loss) from group of assets sold and held for sale net of tax (390) (1.435) (350)
310 profit (loss) after tax from discontinued operations (390) (1,435) (350)
Net Profit (Loss) for the year 44,994 39,237 51,173
Net Profit (Loss) atiributable to the Group before PPA 44,994 39,237 51,173
Economic effects of “Purchase Price Allocation” - 1,157 1157
220 of which: other operating expense and income - 1,157 1,157

Net Profit (Loss) attributable to the Group 44,994 40,394 52,330
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Rome, March 13, 2018 The Board of Directors
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Consolidated Balance Sheet
(€/000)
Assets 12/31/2017 12/31/2016
10 Cash and cash equiv alents 21 18
40  Available-for-sale financial assets 24,001 1,047
60  Loans and receiv ables with banks 49,449 52,575
70  Loans and receiv ables with customers 2,853 10,820
100 Equity inv estments 2,879 1,608
120 Property, plant and equipment 1.819 638
130 Intangible assets 4,506 2,079
of which goodwill - -
140 Tax assetfs 94,187 143,030
a) Cument tax assets 165 37.722
b) Deferred tax assets 94,022 105,308
of which pursuant to Law 214/2011 55,406 55,406
150 Non-current assets and diposal groups held for sale 10 2,516
160 Other assets 117,775 114,103
Total assets 297,500 328,434
Liabilities and shareholders' equity 12/31/2017 12/31/2016
10  Due to banks - 13,076
20  Due to customers 12,106 11,060
80 Tax liabilities 3,852 219
a) Current tax liabilities 3,405 199
b) Deferred tax liabilities 447 20
90  Liabilities associated with non-cumrent assets and disposal groups held for sale - 1,738
100 Other liabilities 37,906 55,986
110 Employee termination benefits 10,360 10,240
120 Provisions for risks and charges 26,579 25,371
a) Pensions and similar obligations - -
b) Other provisions 26,579 25,371
140 Valuation reserv es 1,350 256
170 Reserves 119,350 117,155
190 Share capital 41,280 41,280
200 Treasury shares (-) (277) (277)
220 Net profit (loss) for the year (+/-) 44,994 52,330
Total liabilities and shareholders' equity 297,500) 328,434




- Consolidated financial statements doBank

Consolidated income statement

(€/000)
tems 12/31/2017 12/31/2016
10 Interest income and similar rev enues 740 235
20 Interest expense and similar charges (274) (485)
30 Net interestincome 466 (250)
40 Fee and commission income 195,435 159,053
50 Fee and commission expense (18,132) (17,29¢)
60 Net fee and commission income 177,303 141,757
100 Gains (losses) on disposal and repurchase of: - 241
b) Av ailable-for-sale financial assets - 241
110 Gains and losses on financial assets/liabilities at fair v alue through profit or loss (1) -
120 Gross income 177,768 141,748
130  Net losses/recov eries on impairment: 1,601 3.198
a) Loans 1,601 3.333
d) Other financial assets - (135)
140 Net profit fromfinancial activities 179,369 144,946
170 Net profit fromfinancial and insurance activities 179,369 144,946
180  Administrative costs: (127,810) (97.838)
a) Staff expense (84,171) (58,638)
b) Other administrative expense (43,639) (39,200)
190  Net provisions for risks and charges (3,243) 4,809
200 Impairment/write-backs on property, plant and equipment (364) (82)
210 Impairment/write-backs on intangible assets (1,651) (420)
220 Other operating expense and income 19,044 16,337
230 Operating costs (114,024) (77.194)
240  Profit (Loss) of equity inv estments 1,271 (26)
270  Gains (losses) on disposal of inv estments 1,494 7.651
280 Profit (loss) before tax from continuing operations 68,110 75,377
290 Income tax expense from continuing operations (22,72¢6) (22,697)
300 Profit (loss) after tax from continuing operations 45,384 52,680
310  Profit (loss) affer tax from discontinued operations (390) (350)
320 Net profit (loss) for the year 44,994 52,330
340 profit (loss) for the year atiributable to shareholders of the Parent Company 44,994 52,330
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Consolidated statement of comprehensive income

(€/000)
ltems 12/31/2017 12/31/2016
10.  Net profit (loss) for the year 44,994 52,330
Other comprehensive income dfter tax not recyclable to profit or loss
20. Property, plant and equipment - -
30. Intangible assets - -
40. Defined benefit plans (31) (79)
50. Non-cument assets classified as held for sale - -
60. Share of v aluation reserv es of equity accounted inv estments - -
Other comprehensive income dfter tax recyclable to profit or loss
70. Hedges of foreign inv estment - -
80. Exchange differences - -
90. Cash flow hedges - -
100. Av ailable-for-sale financial assets 1,125 (714)
110. Non-cumrent assets classified as held for sale - -
120. Share of v aluation reserv es of equity accounted inv estments - -
130. Total other comprehensive income after tax 1,094 (793)
140. Comprehensive income (item 10 + 130) 46,088 51,537

150. Consolidated comprehensiv e income attributable to non-conftrolling interests - -
160. Consolidated comprehensive income attributable to shareholders of the Parent Company 46,088 51,537
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ordinary shares 41,280
other shares -
Reserv es -
of profits 10,476
other 273,791
Valuation reserv es 1,027
Equity instruments -
Treasury shares (277)
Net profit (loss) for the year (167.112)
Shareholders' equity attributable to
shareholders of Parent Company 159,185

Shareholders' equity attributable to
non-conftrolling interests -
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(€/000)
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Share capital
- ordinary shares 41,280 - 41,280 - - - - - - - - - - - 41,280
- other shares - - - - - - - - - - - - - - -
Reserv es - - - - - - - - - - - - - - -
- from profits 10,476 - 10,476 52,330 (52,330) - - - - - - - - - 10,476
- other 106,679 - 106,679 - - - - - - - - 2,195 - - 108,874
Valuation reserv es 256 - 256 - - - - - - - - - - 1,094 1,350
Equity instruments - - - - - - - - - - - - - - -
Treasury shares (277) - (277) - - - - - - - - - - - (277)
Net profit (loss) for the year 52,330 - 52,330 (52,330) - - - - - - - - - 44,994 44,994
Shareholders' equity attributable to
shareholders of Parent Company 210,744 - 210,744 - (52,330) - - - - - - 2,195 - 46,088 206,697
Shareholders' equity attributable to
non-confrolling interests - - - - - - - - - - - - - - -

pertaining to non-confrolling
interests as at 12/31/2017

Shareholders' equity
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Consolidated cash flow statement

(€/000)
Consolidated Cash Flow Statement (indirect method) 12/31/2017 12/31/2016
A. OPERATING ACTIVITIES
1. Operations: 24,517 25,856
- Profit (loss) for the year (+/-) 44,994 52,330
i Capital gains/losses on financial assets/liabilities held for frading and on assets/liabilities designed 3 i
at fair v alue through profit or loss (+/-)
- Net losses/recov eries on impairment (+/-) (1,601) 3,152
- Net write-downs/write-backs on property, plant and equipment and intangible assets (+/-) 2,014 7,940
- Provisions and other income/expenses (+/-) 1,972 (6,070)
- Unpaid taxes and tax credits (+) 22,125 23,131
- Net write-downs/write-backs on disposal groups, net of tax (-/+) - (173)
- Other adjustments (+/-) (44,990) (54,454)
2. Liquidity generated by/used in financial assets: 102,656 191,851
- Financial assets at fair value (3) -
- Available-for-sale financial assets (22,954) 131
- Loans and receiv ables with banks: on demand 3,135 (32,298)
- Loans and receiv ables with banks: other receiv ables - 14
- Loans and receiv ables with customers 9,620 162,694
- Other assets 112,858 61,310
3. Liquidity generated by/used in financial liabilities: (69.178) (190,421)
- Deposits from banks: on demand (3,137) 10,077
- Deposits from banks: other liabilities (10,077) (2,000)
- Deposits from customers 1,039 (170.911)
- Other liabilities (57.003) (27.587)
Net liquidity generated by/used in operating activities - A (+/-)| 57,995 27,286
B. Investment activities
1. Liquidity generated by: 4 .
- Sales of property, plant and equipment 4 -
2. Liquidity used in: (5.6686) (27,268)
- Purchases of equity inv estments - (26,553)
- Purchases of property, plant and equipment (1,548) (135)
- Purchases of intangible assets (4,118) (580)
Net liquidity generated by/used in investment activities - B (+/-)} (5.662) (27,268)
C. Funding activities
- Distribution of dividends and other (52,330) -
Net liquidity generated by/used in funding activities - C (+/-)| (52,330) -
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS DURING THE YEAR - D=A+/-B+/-C 3 18
RECONCILIATION
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR - E 18 -
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS DURING THE YEAR - D 3 18
CASH AND CASH EQUIVALENTS: EFFECT OF EXCHANGE RATE VARIATIONS - F - -
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR - G=E+/-D+/-F 21 18
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A.1- General information

SECTION 1 — STATEMENT OF COMPLIANCE WITH INTERNATIONAL
ACCOUNTING STANDARDS

The consolidated financial statements at 31 December 2017 have been prepared in
compliance with the international accounting standards (IAS/IFRS) issued by the International
Accounting Standards Board (IASB) and the associated interpretations of the International
Financial Reporting Interpretations Committee (IFRIC) endorsed by the European Commission
and in force as at December 31, 2017 and transposed into Italian legislation with Legislative
Decree 38/2005, which exercised the option provided for in Regulation (EC) no. 1606 of July
19, 2002 concerning international accounting standards.

To facilitate interpretation and support the application of the standards, the following
documents have been used, even if they have not all been endorsed by the European
Commission:

o the Conceptual Framework for Financial Reporting;

o Implementation Guidance, Basis for Conclusions, IFRIC and any other documentation
prepared by the IASB or IFRIC complementing the main standards issued;

e the interpretation documents on the application of the IAS/IFRS in Italy prepared by
the Organismo Italiono di Contabilitd  (Italian Accounting Board - OIC) and
Associazione Bancaria Italiana (Italian Banking Association - ABI);

e FEuropean Securities and Markets Authority (ESMA) and Consob documents which
pertain to the application of specific provisions of the IFRS.

The consolidated financial statements are accompanied by the certification of the Financial
Reporting Officer pursuant to Article 154-bis of Legislative Decree 58/1998 and have been
audited by the audit firm EY S.p.A. in accordance with Legislative Decree 39 of January 27,
2010.

SECTION 2 - BASIS OF PREPARATION

The consolidated financial statements have been prepared using the euro as the currency of
account, in accordance with Article 5, paragraph 2, of Legislative Decree 38/2005, consist of:
o the consolidated financial statements, which include the consolidated balance sheet,
the consolidated income statement, the statement of consolidated comprehensive
income, the statement of changes in consolidated shareholders’ equity and the
consolidated statement of cash flows (prepared using the “indirect method”);
¢ the notes to the financial statements
and are accompanied by the Consolidated Report on Operations.
The amounts stated are expressed in thousands of euros unless otherwise specified.

The schedules used and the associated rules of completing those schedules are compliant
with the instructionsissued in Circular 262 of the Bank of Italy on December 22, 2005 (4th update
of December 15, 2015). In addition to data at December 31, 2017, the schedules also present
the analogous comparative information at December 31, 2016 (which did not require
adjustment of the figures published in those financial statements and do not report the items
and tables of the notes to the financial statements that are not applicable to the Group.

The consolidated financial statements have been prepared on a going concern basis in
accordance with the provisions of IAS 1, and in compliance with the principles of accrual
accounting, the relevance and materiality of accounting information and the prevalence of
economic substance over legal form and with a view to fostering consistency with future
presentations.

These criteria were applied in consistently with past financial statements both for the purposes
of preparing the consolidated financial statements at December 31, 2017 and in presenting
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the figures for the previous financial year, with the exception of those highlighted in Part A.2
“Main items of the financial statements”, with reference to the enftry into force of new
standards and interpretations in 2017.

SECTION 3 — SCOPE AND METHOD OF CONSOLIDATION

The following sources were used for the preparation of the consolidated financial statements
at December 31, 2017:

o the draft financial statements at December 31, 2017 of the Parent Company doBank
Sp.A;

e the accounts as at December 31, 2017, approved by the competent bodies and
functions of the following fully consolidated companies: doRealEstate S.p.A.,
Italfondiario S.p.A., IBIS S.r.l. and doSolutfions S.p.A. These accounting records were
reclassified and adjusted appropriafely to take consolidation requirements into
account and, where necessary, align them with the Group accounting policies.

All of the companies in the scope of consolidation use the euro as their currency of account
and, accordingly, no franslations of foreign currency amounts have been necessary.

The following section discussed the consolidation principles adopted by the Group in
preparing the consolidated financial statements at December 31, 2017.

Subsidiaries

Entities in which doBank holds direct or indirect control are considered subsidiaries. Control
over an entity is identified through the ability of the holding to exercise power in order to
influence the variable returns to which the group is exposed through its relationship with the
same.

In order to ascertain the existence of confrol, the following factors are considered:

o the purpose and design of the investee in order to identify the entity’s objectives, the
activities that determine its retfurns and how these activities are governed;

e power, in order to determine whether the investor has contractual rights that give it the
ability to direct the relevant activities; to this end, only substantive rights that give the
practical ability fo govern are considered;

o the exposure in respect of the investee in order to assess whether the investor has
relatfions with the investee whose returns of which are subject to changes that depend
on the investee’s performance;

e existence of potential “principal-agent” relationships.

The carrying amount of equity investments in companies consolidated on a line-by-line basis
held by the Parent Company is eliminated — with the incorporation of the assets and liabilities
of the investees — against the corresponding portfion of shareholders’ equity attributable to the
Group.

Assets and liabilities, off-balance-sheet transactions, income and expense, as well as profits
and losses occurring between companies within the scope of consolidation are fully
eliminated, in accordance with the consolidation methods adopted.

The costs and revenues of a subsidiary are included in the consolidated figures as of the date
control was acquired. The costs and revenues of a transferred subsidiary are included in the
consolidated income statement until the date of the disposal, i.e. until the moment in which
control over the investee is lost. The difference between the amount received for the subsidiary
and the carrying amount of its net assets as of the same date is recognised in the income
statement underitem 270 “Gains and losses on disposal of investments” for companies subject
to line-by-line consolidation.
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For companies included within the scope of consolidation for the first time, the fair value of the
costincurred to obtain control over the investee, including fransactions costs, is measured as
of the acquisition date.

If the disposal does not involve aloss of control, the difference between the amount received
in the disposal of a portion of a subsidiary and the associated carrying amount of the net assets
is recognised in shareholders’ equity.

Associates

An associate is an enftity over which an investor has significant influence, but which is not
conftrolled exclusively or jointly controlled. Significant influence is presumed when the investor:
e holds, directly orindirectly, at least 20% of the share capital of another entfity, or
e is able, including through shareholders’ agreements, to exercise significant influence
through:

o representation on the governing body of the company;

o participation in policy-making processes, including participation in decisions
about dividends or other distributions;

o material fransactions between the entity and its investee;
o interchange of managerial personnel;
o provision of essential technical information.

Note that only companies which are governed through voting rights can be classified as
subject to significant influence.

Investments in associates are measured using the equity method. In accordance with |AS 36,
the carrying amount of associated companies is tested as a single asset, comparing this with
the recoverable amount (defined as the higher of its value in use and its fair value less costs of
disposal).

Equity method

Equity investments in companies measured using the equity method include any goodwill (less
any impairment loss) paid to purchase them. The investor's share of the profit or loss of the
investee after the acquisition date is recognised in the income statement underitem 240. “Profit
(loss) of equity investments”. Any dividends distributed reduce the carrying amount of the
equity investment.

If the investor’s interest in a subsidiary’s losses is equal to or greater than its carrying amount, no
further losses are recognised, unless the investor has assumed specific obligations to or made
payments on behalf of the company.

Gains and losses on fransactions with associates or joint arrangements are eliminated in
proportion to the percentage interest in the company.

Any changes in the valuation reserves of associates or joint arrangements, which are recorded
against the value changes in the associated item, are reported separately in the statement of
comprehensive income.

At December 31, 2017, the stake in BCC Gestione Crediti was measured using the equity
method.

1 - Investments in subsidiaries

The following table reports the companies included in the scope of consolidation:
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Owner relationship

Company name Headquarters g:f?lseiered Type of Votl;g(;l)ghis
Relationship Held by Holding % ;
1)

1. doBank S.p.A. Verona Verona Holding

2. doReal Estate S.p.A. Verona  Verona 1 doBank S.p.A 100% 100%
3. Italfondiario S.p.A. Rome Rome 1 doBank S.p.A 100% 100%
4. Ibis S.r.l. Rome Rome 1 doBank S.p.A 100% 100%
5. doSolutions S.p.A. Rome Rome 1 doBank S.p.A 100% 100%

Notes to the table
(1) Type of relationship:
1 = majority of voting rights at ordinary shareholders’ meeting
2 = dominant influence at ordinary shareholders’ meeting
3 = agreements with other shareholders
4 = other types of control
5 = centralized management pursuant to Article 39, paragraph 1, of Legislative Decree 136/2015.
6 = centralized management pursuant to Article 39, paragraph 1, of Legislative Decree 136/2015.

(2) Voting rights available in general meeting. Voting rights are disclosed only if different from the percentage of ownership

Changes in the scope of consolidation

The year 2017 saw the continuation of the reorganisation of the Group, which began in the last
quarter of 2016 with the acquisition of the interest in Italfondiario S.p.A..

With legal effect from March 1, 2017, Italfondiario RE S.r.l. was merged into doRealEstate S.p.A.,
with a view to cenftralising real estate operations associated with loan recovery activities in a
single company.

In April 2017, Gextra S.rl. was sold to a non-Group buyer. In the consolidated financial
statements at December 31, 2016, Gexira had been recognised among assefs held for sale
pursuant to IFRS 5.

2 - Significant assessments and assumptions for determining the scope of
consolidation

The doBank Group determines the existence of control and, as a consequence, the scope of
consolidation, by ascertaining compliance with the requirements provided for in IFRS 10 with
regard to entities in which it holds exposures:

e the existence of power over the entities’ relevant activities;

e exposure to variable retumns;

¢ the ability to affect the returns.

The factors considered for the purpose of this assessment depend on the enftity’s method of
governance, its purpose and ifs financial structure.

This analysis led to the inclusion of the subsidiaries listed in the previous section within the scope
of consolidation at December 31, 2017.

SECTION 4 - SUBSEQUENT EVENTS

In accordance with the provisions of IAS 10, following the closing date of the financial year
no significant events occurred that would require an adjustment to the results presented in
the consolidated financial statements.

Please see the appropriate section of the Consolidated Report on Operations for a discussion
of the most significant events that occurred after the close of the year.
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SECTION 5 - OTHER MATTERS

Risks and uncertainties associated with the use of estimates

The application of accounting policies sometimes involves the use of estimates and
assumptions that affect the amounts recorded in the financial statements and the disclosures
regarding contingent assets and liabilities. For the purposes of the assumptions underlying
estimates, we consider all information available at the date of preparation of the financial
statements and any hypotheses considered reasonable in the light of past experience and
current conditions in the financial markets.

More specifically, estimation processes were adopted to support the carrying amount of
certain items recognised in the consolidated financial statements at December 31, 2017, as
required by accounting standards. These processes are essentially based on estimates of
future recoverability of the values recognised and were conducted on a going concern basis.
The findings of these processes supported the carrying amounts recognised at December 31,
2017. Estimates and assumptions are reviewed regularly.

in view of the presence of uncertainty in the macroeconomic and market environment, the
assumptions made, even if reasonable, might not hold in future scenarios in which the Group
may operate. Accordingly, future results may differ from the estimates made for the purpose
of preparing the financial statements, with the consequent probable need to make
adjustments that currently cannot be foreseen or estimated to the carrying amount of the
assets and liabilities recognised in the financial statements.

The following sections discuss the key accounting policies for the purposes of providing a true
and fair representation of the Group's financial position and performance, both with regard to
the materiality of the values in the financial statements and the considerable judgement
required in performing the assessments.

Estimation of accruing servicing revenues and the effects of the application of servicing
contracts

Sales revenues associated with servicing contracts for the recovery of receivables managed
on an agency basis for third parties are recognised on an accruals basis on based on the
Group's activities over time, using management [T procedures and complex accounting
processes that take account of the different contractual terms of each agency agreement.
Servicing agreements contain numerous clauses specifying the rights and duties of doBank in
relations with the participating banks, which can generate income on the one hand and
contingent liabilities on the other connected with the possibility of non-performance of
contractual obligations.

At the date of the preparation of these financial statements, revenues accrued in the period
that have not yet been manifestly accepted by the client are recognised. Depending on the
terms of contract and the established practice, that acceptance may take the form of the
issuance of an invoice or an explicit nofice.

At the date of the preparation of these financial statements, the portion of servicing revenues
without such manifest acceptance amounted to 26% of total amounts to be invoiced at
December 31, 2017 and 9% of item 40. Fee and commission income of the consolidated
income statement. In addition, any certain or contingent liabilities must be prudentially
determined in order to assess compliance with the obligations set out in the servicing
agreement, taking due account of natural differences in interpretation of contractual clauses
in the context of actual recovery operations.

Determination of the fair value of financial assets
In the presence of financial instruments not listed on active markets or illiquid and complex
instruments, it is necessary to adopt appropriate valuation processes that require the use of a
certain degree of judgement concerning the choice of valuation models and the related input
parameters, which may sometimes not be observable on the market.

A degree of subjectivity is present in the assessment of the observability of certain parameters
and the consequent classification in the hierarchy of inputs used in determining fair value.
With particular reference to valuation methods and the non-observable inputs that may be
used in fair value measurements, please see section A.4 - Information on fair value.

«
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Estimation of the recoverability of deferred tax assets

The Group has significant deferred tax assets mainly arising from temporary differences
between the date on which certain business costs are recognised in the income statement
and the date on which the same those can be deducted. Deferred tax assets are written down
to the extent that they are deemed unrecoverable given the outlook for performance and the
resulting expected taxable income, taking due account of tax legislation, which allows those
assets fo be converted into tax credits under certain conditions, regardless of the Group's ability
to generate future profits. In Section 14 - Tax assets and tax liabilities under assets in Part B of
these explanatory notes, information is provided on the nature and the assessments conducted
with regard to the recognition of deferred tax assefs.

Estimation of provisions for risks and charges

The complexity of the situations that underlie outstanding disputes, fogether with the problems
of interpretation concerning the applicable legislation, make it difficult to estimate the liabilities
that may emerge when pending litigation is settled. The valuation difficulties impact both the
amount and the timing of any manifestation of the liability. These are particularly evident if the
proceedings are at an early stage and/or the associated preliminary enquiry is in progress.
For more information on the Group's main risk positions in respect of legal disputes (revocatory
actions in bankruptcy and pending litigation), please see Section 12 - Provisions for risks and
charges in Part B - Liabilities of these explanatory notes.

New accounting standards

The Group adopted for the first ime a number of accounting standards and amendments that
entfered force for annual reporting periods beginning on or after January 1, 2017, a summary
of which is provided below, noting that those changes did not have a substantive impact on
the amounts reported in the balance sheet or the income statement:

o Amendments to IAS 7: Disclosure Inifiative. The changes call for disclosures concerning
changes in liabilities arising from financing activities, whether connected with changes
in cash flows or other changes;

o Amendments fo IAS 12 Recognition of Deferred Tax Assets for Unrealized Losses. The
amendment seeks to clarify how to account for deferred tax assets in respect of debt
insfruments measured at fair value.

e Annual Improvements to IFRS Standards 2014-2016 Cycle, aimed at clarifying certain
provisions concerning the following IFRS:

- IFRS 12 Disclosure of Interests in Other Entities (application as from January 1,
2017)

- IFRS 1 First-time Adoption of International Financial Reporting Standards
(application as from January 1, 2018)

- IAS 28 Investments in Associates and Joint Ventures (application as from
January 1, 2018);

The European Commission also endorsed the following accounting standards that were not
applied as at December 31, 2017 as the Group has not opted for early application, where

permitted:
e |IFRS 9 — Financial Instruments (application as from January 1, 2018);
e |FRS 15-Revenue from Contracts with Customers (application as from January 1, 2018);
o |FRS 16 Leases (application as from January 1, 2019, early application is not permitted);
e Amendments to IFRS 4: Applying IFRS 9 Financial Instruments with IFRS 4 Insurance

Confracts (application as from January 1, 2018);
e Clarifications to IFRS 15 Revenue from Confracts with Customers (application as from
January 1, 2018).

At December 31, 2017 the following new standards, amendments and interpretations issued
by the IASB had not yet been endorsed by the European Union:
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e |FRS 17 Insurance confracts (application as from January 1, 2021; early application is
permitted);
o |FRIC Interpretation 22 Foreign Currency Transactions and Advance Consideratfion
(application as from January 1, 2018);
e |FRIC 23 Uncertainty over income tax freatment (application as from January 1, 2019).
¢ Amendments to IFRS 2: Classification and Measurement of Share-based Payment
Transactions (application as from January 1, 2018);
o Amendments to IAS 40: Transfers of Investment Property (application as from January
1,2018);
e Amendments fo IFRS 9: Prepayment Features with Negative Compensation
(application as from January 1, 2019);
e Amendments to IAS 28: Long-term Interests in Associates and Joint Ventures
(application as from January 1, 2019);
e Annual Improvements to IFRS Standards 2015-2017 Cycle, aimed at clarifying certain
provisions concerning the following IFRS (application as from January 1, 2019):
- IFRS 3 Business Combinations
- IFRS 11 Joint Arrangements
- 1AS 12 Income Taxes
- 1AS 23 Borrowing Costs

IFRS 9 - Financial Instruments
On November 29, 2016, Regulation (EU) no. 2016/2067 was published in the Official Journal of
the European Union, infroducing the new international accounting standard IFRS 9 Financial
Instruments. Starting from January 1, 2018, this standard replaces IAS 39, which, for financial
statements for the year ending December 31, 2017, governs the classification and
measurement of financial instruments.
IFRS 9 is divided info three different areas, the impact of which on the Group is limited to the
first two:
- - Classification and measurement (C&M) of financial instruments;
- - Impairment;
- - Hedge accounting.
With regard to the first area (C&M), the new standard infroduces a model under which the
classification of financial assets is guided, on the one hand, by the contractual characteristics
of the cash flows of the instrument itself (SPPI criterion - Solely Payments of Principal and
Interests) and, on the other hand, by the management intent (business model) with which the
instfrument is held.
The new provisions on financial assets replace the four classes envisaged under |AS 39 with the
following categories determined on the basis of the two drivers indicated above:
e Financial assets measured aft fair value through profit or loss;
e Financial assets measured at fair value through other comprehensive income.
e Financial assets measured at amortized cost;
Financial assets can be recognised at amortized cost or at fair value through other
comprehensive income only if they pass the test on the contractual characteristics of the
instfrument's cash flows (SPPI test).
Equity securities are always measured at fair value through profit or loss unless the entity
irevocably elects, at inifial recognition, for shares not held for trading to present changes in
value in an equity reserve that will never be fransferred to profit or loss, even if the financial
instfrument is tfransferred (no recycling).
With regard to the provisions on impairment, the criterion of incurred losses has been replaced
with that of expected losses, moving forward the recognition of write-downs in profit or loss
from the fime of impairment to an earlier moment, i.e. the time of a significant increase in the
credit risk and requiring in any case a write-down corresponding to the expected loss at 12
months on the entire performing portfolio without a sign of any significant increase in risk. In
parficular, IFRS 9 requires the recognition of expected losses according to an impairment
method divided into three stages of impairment:
e 12-month expected loss (stage 1): this applies to all exposures in the absence of a

«



_ Notes to the Consolidated Financial Statements — Part A doBank

significant increase in credif risk;

o lifetime expected loss (stage 2 and stage 3): this applies when there has been a
significant increase in credit risk, regardless of whether it is recognised on an individual
or collective basis.

In 2017 the Group undertook a specific project with an initial assessment phase to identify the
main gaps, a design phase aimed at identifying the steps necessary for the conversion to the
new accounting standard and, finally, an implementation phase that is expected to be
completed by the first quarter of 2018.

The entire project was developed with the direct involvement of the Administration, Finance
and Control and Risk Management Functions in the definition of the guidelines and the policies
preparatory to the implementation of IFRS 9, which were submitted for approval to the Board
of Directors. Considering the pervasive impacts of IFRS 9, other Group units were also involved
in the project within the framework of thematic working groups (mainly business units like the
Banking Function and organizational and IT units).

With regard to C&M, the Group has identified the various business models adopted for financial
assets, on the basis of the provisions of IFRS 9.

As regards the SPPI testing of financial assets, an internal methodology was defined on the
basis of two types of decision tree, one for loans and receivables and one for debt securities.
These decision frees underwent IT implementation within the accounting and management
systems currently in use.

Within the scope of the Parent Company's Administration, Finance and Control Function, the
SPPI test was cenfralised with contractual analysis and analysis of cash flows of the Group's
financial assets, the results of which led to the identification of the appropriate classification of
financial assets at the time of their first adoption, as summarised below:

(€/000)
IAS 39 IFRS 9 - C&M FTA impact on reserves from
As at December  Business SPPI Fvocl FVOClino Reclassification belta
Classification Measurement AC recyclin FVTPL fromValuation  evaluation
31,2017 Model  Test recycling
] Reserve (Cost/FV)

40. Available-for-sale financial assets 24,001 - 1,003 23,000 - 1127 2
Debt securities 23,958 - 1,003 22,955 - 1,127

Gov ermment securities FVOCI 1,003 HTC&S pass - 1,003 - -

Units in collectiv e inv estment undertakings ~ FVOCI 15221  HTC&S  fail - - 15,221 - (53)

Securitizations' ABS FVOCI 7,734 HIC&S fail - - 7,734 - 1,180
Equities FVOCI/Cost 43 - - - - 45 - - 2
60. Loans and receivables with banks AC 49,449 HTC pass 49,449
Liquidity in current accounts 49171 49171
Time deposits 169 169
Debt securities 109 109
70. Loans and receivables with customers AC 2,853 2,853
Loans and bank accounts from banking activ ity AC 2,296 HIC pass 2,296
Purchased loans and receiv ables AC 557  HTIC pass 557
Total financial assets 76,303 52,302 1,003 23,000 - 1127 2
Notes
AC Amortised cost
FVOCl recycling Fair Value through Other Comprehensiv e Income
FVIPL Fair value though Profit or Loss
FVOCI no recycling Fair Value through Other Comprehensiv e Income without recycling through P&L
HTC Hold to Collect
HTC&S Hold o Collect & Sell

With regard to the impairment, in accordance with the new logic established by IFRS 9, the
Group has drawn up a specific policy that governs:
e guidelines for fracking the credit quality of the portfolios of financial assets measured at
amortised cost and at fair value through other comprehensive income;
e the parameters for determining a significant increase in credit risk;
e the criteriac and parameters fo be used to estimate the impairment for each type of
financial asset.

«
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A number of technology upgrades are also being implemented for impairment purposes, in
order to optimise and standardise operations related to the monitoring of credit quality,
staging, calculation and recognition of value adjustments to financial assets.

The portfolio of loans and debt securities outstanding at December 31, 2017 amounted to €76.3
million and represents 26% of total consolidated assets. The portion of this portfolio that is not
measured at fair value through profit or loss and therefore undergoes impairment testing
amounts to €53.3 million (70% of financial assets). If account is taken of the fact that most of
this amount regards bank current accounts classified in stage 1 (€49.2 million), the portion of
financial assets exposed to a potential increase in impairment following application of the new
standard declines to 5%.

This justifies the small amounts reported in the table below, which show no increase in
impairment of financial assets at the moment of first-time adoption of IFRS 9 as a result of the
increase of €5 thousand in write-downs of loans and receivables with customers and a
decrease of the same amount in write-downs of loans and receivables with banks. Impairment
of debt securities was also nil.

Trade receivables, classified under Other assets, also underwent impairment testing using the
rules indicated in the new standard and incorporated in the internal policy referred to earlier.
For those receivables, which amount to €99.3 million — of which €33.6 million already invoiced
and €65.7 million to be invoiced — and account for 33% of assets, impairment increased by €35
thousand, equal to 0.1% of invoices issued at December 31, 2017.

(€/000)
IAS 39 IFRS 9 FTA impact
As at (hpulrlrn:: S (hpulr:'n:: Impairment
Classification Measurement  December c:jl:::,n:nfs) AC FvocCi a 29:; a:;::r:nfs) gap
31,2017 - C=A-B
-B- -A-
40. Available-for-sale financial assets 1,003 - - 1,003
Debt securities 1,003 - - 1,003
Govemment securities FVOCI 1,003 - - 1,003 -
60. Loans and receivables with banks AC 49,449 - 49,449 - 5 5
Liguidity in current accounts 49171 - 49171 - 1 -
Time deposits 169 - 169 - 2 3 3
Debt securities 109 - 109 - 1 1 1
70. Loans and receivables with customers AC 2,853 472 2,853 - 467 (5)
Loans and bank accounts from banking activ ity AC 2,296 - 2,296 - 4 4
Loans 1,094 2 1,094 - 1 2 (0)
Bank accounts 468 9 468 - 1,2 2 (7)
Liquidity in postal current accounts 610 - 610 - 1 - -
Liquidity in ITF postal current accounts 124 - 124 - 1 - -
Purchased loans and receiv ables AC 557 472 557 - 463 9)
Purchased bad loans 265 460 265 - 3 460 -
Fiscal credits 292 12 292 - 1 3 9)
160. Other assets AC 117,775 s 117,775 - - 35
of which commercial credits 99,337 115 99,337 - 150 35
o/w lssued invoices 33,658 115 33,658 - L3 150 35
o/w Invoices to beissued 65,679 - 65,679 - 1 - -
Total assets under impairment 152,642 587 151,639 1,003 622 35

IFRS 15 - Revenues from Contracts with Customers

On October 29, 2017 Regulation (EU) no. 2016/1905 was published in the Official Journal of the
European Union. It infroduced the new international accounting standard IFRS 15 Revenue
from Contracts with Customers. Starting from January 1, 2018, this standard changes the set of
intfernational accounting standards and interpretations on the recognition of revenues and, in
particular, IAS 18 "Revenue".

IFRS 15 establishes a new revenue recognifion model that applies to all confracts with
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customers with the exception of those that fall within the scope of application of other IAS/IFRS
such as leases, insurance confracts and financial instruments.
The main changes infroduced with the standard are:
e a 5-step revenue-recognition model focused on the transfer of control and the
allocation of the transaction price to each separate contractual obligation;
two possible approaches for revenue recognition (“at a point in time” or “over fime”);
a clear reference framework for the estimation of any variable consideration
(contingent considerations) present in the confract (bonuses, penalties, etc.);
e the capitalisation of the costs of obtaining and fulfilling the contract under specific
conditions;
e anincrease in the disclosures to be provided in the notes to the financial statements.

In order to assess the qualitative and quantitative impacts of the infroduction of the standard,
in 2017 the doBank Group undertook an internal project that mainly involved the
Administration, Finance and Control Function.

In particular, the sales contracts to be analysed underwent scoping based on their share of
total sales revenues at the consolidated level.

An analysis of the confracts identified as most significant was then conducted using a check-
list developed on the basis of the provisions of IFRS 15.

The conclusion for all the transactions subject to assessment is that the application of the new
standard will have virtually no quantitative or process impacts.
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A.2 — Main items of the Financial Statements

1 - Available-for-sale financial assets

Recognition

Available-for-sale financial assets are non-derivative financial assets that are not classified as
loans and receivables, held-to-maturity investments or assets measured at fair value. Such
assets are held for an undefined period of time and are held to meet possible liquidity
requirements or respond fo changes in interest rates, exchange rates or prices.

Classification

Money market instruments, other debt securities and equity securities can be classified as
financial investments available for sale. These include share-based investments in the form of
minority interests that cannot be classified as confrolling inferests, joint interests or equity
investments in associates.

Measurement

Available-for-sale financial assets are initially recognised on the settlement date at fair value,
which normally corresponds to the consideration transferred in the transaction, including costs
and revenues directly attributable to the instrument itself.

Interest-bearing instruments are recognised at amortised cost using the effective interest rate
method.

These assets are subsequently measured at fair value. For inferest-bearing securities, interest is
recognised in profit or loss using the amortised cost approach. Profit and loss from changes in
fair value is recognised under item 140. “Valuation reserves” in shareholders’ equity, with the
exception of losses due to impairment and profits and losses on changes in monetary assets
(debt securities), which are respectively recognised under item 130.b) “Net losses/recoveries
on impairment of available-for-sale financial assets” and item 80. “Gains and losses on
financial assets and liabilities held for tfrading” - until the financial asset is transferred, at which
point the accumulated profits and losses are recognised in profit or loss under item 100.b)
“"Gains (losses) on disposal and repurchase of available-for-sale financial assets”.

Fair value changes recognised under item 140. “Valuation reserves” are also recognised in the
statement of comprehensive income.

Equity instruments (shares) not listed on an active market and whose fair value cannot be
determined reliably due to a lack of or unreliable information for fair value measurement are
carried af cost, corresponding to the last reliably measured fair value.

If there is objective evidence that the asset has experienced a lasting reduction in value
(impairment), the accumulated loss, recognised directly under item 140 of shareholders’
equity, “Valuation reserves”, is fransferred to the income statement under item 130.b) “Net
losses/recoveries on impairment”. For debt securities, evidence of impairment is established
by circumstances indicating financial difficulties that would prejudice the collection of
principal or interest.

For equity instruments, impairment is measured by considering any difficulties the issuer might
have in servicing the debt as well as additional indicators such as fair value falling below cost
and adverse changes in the situation in which the company operates.

More specifically, in cases in which the reduction of fair value to below cost exceeds 50% or
lasts for more than 18 months, the loss of value is generally considered to be lasting.

On the other hand, if the decline in the fair value of the instrument to below cost is less than or
equal to 50% but greater than 20% or lasts for less than 18 months but more than 9, the Bank
analyses additional income and market information. If the results of this analysis are such to
cast doubt on the possibility of recovering the original amount invested, an impairment loss is
recognised.

The amount transferred to profit or loss is therefore equal to the difference between the
carrying amount (purchase cost net of any previously recognised impairment losses) and the
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current fair value.

In the case of instruments carried at cost, the amount of the loss is determined as the difference
between the carrying amount of the instruments and the present value of estimated future
cash flows, discounted on the basis of the current market rate of return for similar financial
assefts (i.e. the recoverable amount).

If, in a subsequent period, the fair value of a debt instrument increases and the increase can
be objectively connected with an event that occurred in a period subsequent to that in
which the impairment loss was recognised, the loss is written back, recognising the
corresponding amount in the same item of the income statement. However, the write-back
cannot result in a carrying amount that exceeds the value that would result from the
application of the amortised cost method if the loss had never been recognised.

Impairment losses for shares, recognised in profit or loss, are subsequently written back with
effects in equity when the original reasons prompting the write-down no longer obtain.

Derecognition

Available-for-sale financial assets are derecognised when the assets are is transferred, with
transfer of substantially all of the associated risks and rewards, or when the contractual rights
expire.

2 - Loans and receivables

Recognition

Loans and receivables consist of non-derivative financial assets with customers and banks, with
fixed or determinable payments and that are noft listed on an active market. Loans and
receivables are recognised on the date the contract is signed, which normally coincides with
the date they are disbursed to the counterpart.

Loans and receivables also include, in the appropriate classification, loans involved in
securitisations (subsequent to January 1, 2002) that do not meeting the requirements under IAS
39 for derecognition (see Section 18 — Other information— Derecognition).

Measurement

After initial recognition at fair value, including transaction costs directly attributable to the
acquisition or to the disbursement of the financial assets (if not yet settled), loans and
receivables are carried at amortised cost, using the effective interest rate method, adjusted if
necessary to take account of any write-downs/write-backs resulfing from the measurement
process.
Profits (or losses) on loans and receivables, when not hedged, are recognised in profit or loss:
o when the financial asset in question is eliminated, under item 100.a) “Gains
(losses) on disposal and repurchase;
or
o when the financial asset has suffered impairment, under item 130.a) “Net
losses/recoveries on impairment”.
Interest on loans and receivables disbursed is classified under item 10. “Interest income and
similar revenues” and is recognised on an accruals basis.
Loans and receivables undergo testing to identify assets that, following the occurrence of
events after recognition, present objective evidence of possible impairment. These impaired
loans and receivables are periodically analysed and reviewed, atf least once a year.
Aloan orreceivable is considered impaired when it is felt that the entfire amount as determined
on the basis of the original contractual conditions, or an equivalent value, will probably not
be recovered.

The write-downs applied to the loans and receivables are determined by discounting the
expected cash flows from payments of principal and interest. For the purposes of determining
the present value of the flows, the key elements used are estimated recoveries, the associated
maturities and the discountrate. In order to estimate collections and the associated maturities
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of problem positions, detailed payment plans are used when available. If not, estimated and
stfandard amounts determined on the basis of internal fime series and sector studies are
adopted, taking account of technical form, geographical location, type of guarantees and
any other factors considered relevant.

All problem loans and receivables are reviewed and analysed periodically. Every subsequent
change in the amount or maturity of expected cash flows that leads fo a decrease with
respect to the initial estimates prompts the recognition of a write-down under income
statement item 130.a) “Neft losses/recoveries on impairment of loans”.

If the quality of the impaired loan improves and there is reasonable certainty of fimely recovery
of principal and interest in line with the original contractual terms, a write-back is recognised
under the same item of the income statement, up to a maximum limit of the amortised cost
value that the asset would have had if the previous write-downs had never been recognised.
In accordance with Bank of Italy rules, set out in Circular no. 272 of July 30, 2008, as amended,
impaired exposures — which correspond to the non-performing exposures referred to in the
Implementing Technical Standards of the European Banking Association (ITS EBA) - are
classified in the following categories:

e bad loans - these comprise formally impaired loans and receivables, consisting of
exposures with customers that are insolvent, even if not legally certified as such, or in
comparable situations. The positions are normally measured on an analytical basis or,
solely in cases in which individual impairment losses have not been recognised and
cannot be identified, on the basis of collective measurement by uniform categories
of exposure;

e positions unlikely to pay - these are on- and off-balance-sheet exposures that do not

meet the conditions necessary for classifying the debtor under bad loans and for
which it has been determined that it is improbable, in the absence of actions such
enforcement of guarantees, that the debtor will be able to fully settle (both principal
and/or interest) their credit obligations. This assessment is carried out independently
of the presence of any amounts (or instalments) past due and unpaid.
Classification under positions unlikely to repay is not necessarily connected with the
presence of explicit irregularities (failure to repay), but instead is associated with the
existence of evidence that suggests a risk of non-payment by the debfor. Positions
unlikely to repay are generally measured analytically, or by applying standard
percentages to uniform groups exposures;

e past-due or overlimit exposures - these represent the entire exposure tfo
counterparties who are not classified under the previous categories but who have
positions that, at the reference date, are past due or over limit. Such exposures are
measured in a stfandard manner on the basis of historical/statistical criteria, applying
(when available) the risk level determined using the appropriate risk factor adopted
for the purposes of Regulation (EU) no. 575/2013 (CRR) concerning prudential
requirements for credit institutions and investment companies (“loss given default” or
LGD).

Collective measurement regards portfolios of unimpaired assets to which a measurable latent
loss can be attributed, even though no individual objective evidence of loss has been found,
taking due account of the risk factors used for the purposes of the CRR prudential regulatory
requirements.

At least every three months, the Group assesses the risk of credit exposures and recognises any
corresponding provisions, so that the presentation of the net value of the asset is consistent
with the valuation.

For banking products, this activity is conducted for performing positions at reporting daftes,
applying a series of expert parameters defined by the Risk Management Unit considering the
type of product, the policies applied at the time the loan is disbursed and developments in
the relationship. These are revised over fime to reflect a variety of factors, including internal
experience.
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This approach involves the application of two parameters, PD (probability of default of the
counterparty) and LGD (Loss Given Default, the expected loss in the event of customer
default). The product of these parameters generates a sort of theoretical expected loss to
which the risk attributed to the position, and consequently, the level of provisions corresponds.
For impaired positions the assessment is made on a case-by-case basis at the moment of the
classification, on the basis of concrete and conservative assessments of expected recoveries,
or at the moment of their revision following a modification of the risk profile. The criteria of the
policy are to be considered a minimum benchmark tfo which exceptions can be made only
in the presence of sound evidence.

The review of impaired positions is conducted at least every 3 months, in accordance with
current corporate processes.

The Group's Risk Management Unit checks the overall appropriateness and consistency of the
provisions, intervening in cases in which it finds shortcomings.

Write-downs for losses on loans and receivables are recognised as a reduction in the carrying
amount of the loan.

Derecognition

Aloanis fully or partially derecognised when it is considered definitively uncollectable, based
on appropriate documentation, or is written off, or when the legal justification for the loan no
longer exists.
A loan is also derecognised when:
e the contfractual rights to the cash flows from the loan expire;
e the loan is transferred, transferring substantially all the risks and rewards associated
with it;
e having either not fransferred or retained substantially all the risks and rewards, control
over the loan itself is lost.
Write-offs are recognised directly under item 130.a) “Net losses/recoveries on impairment of
loans” in the income statement and are recognised as a decrease in the principal amount of
the loan. Partial or full recoveries of previously written-down amounts are recognised under
the same item. In the case of gains or losses on disposals, the financial effects are recognised
under item 100.a) “Gains/losses on disposal and repurchase of loans”. Any amounts received
in respect of previously derecognised loans and receivables (even if at a time prior to the
acquisition) are recognised under item 130.a) “Net losses/recoveries on impairment of loans”.

3 - Equity investments

The criteria for initial recognition and subsequent measurement of equity investments are
governed by IFRS 10 - Consolidated Financial Statements, IAS 27 - Separate Financial
Statements, IAS 28 - Investments in Associates and Joint Ventures, and IFRS 11 - Joint
Arrangements.

These standards are explained in Part A.l - Section 3. Method and scope of consolidation,
where disclosure is also provided on the assessments and assumptions made to establish the
existence of confrol or significant influence.

The remaining equity investments - other than subsidiaries, associates and joint ventures, and
any reported under Items 150. “Non-current assets and disposal groups held for sale™ and 90.
“Liabilities associated with non-current assets and disposal groups held for sale” - are classified
among financial assets available for sale and treated accordingly (see Section 1 - Available-
for-sale financial assets).

4 - Property, plant and equipment

Recognition
This item includes:

e land and buildings
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e furniture and fixtures
e plant and machinery
e other machinery and equipment

and breaks down info the following categories:
e assets usedin the business;
e investment property.

Assets used in the business have physical substance, are held for use in production or in the
provision of goods and services or for administrative purposes and can be used for more than
one financial year. Improvements to leasehold assets are improvements and incremental
expenses for identifiable and separable items of property, plant and equipment. In this case,
the assets are classified in specific sub-items (e.g. plant), depending on the nature of the asset
in question. Normally, these investments are incurred in order to render properties leased from
third parties suitable for their intfended use.

Improvements and incremental expenses for identifiable and non-separable items of
property, plant and equipment are recognised under Item 160. “Other assets”.

Investment property refers to real estate investments pursuant to IAS 40, i.e. properties held
(owned outright or held through a finance lease) in order to earn rentals and/or for capital
appreciation.

Property, plant and equipment is initially recognised at cost, including all charges directly
aftributable to the "commissioning” of the asset (fransaction costs, professional fees, direct
costs to fransport the asset fo the assigned location, installation costs, dismantling expense).
Expenses incurred subsequently are added to the carrying amount of the asset or recognised
as separate assets if it is probable that future economic benefits will be received in excess of
those initially estimated and the cost can be reliably determined.

All other expenses incurred subsequently (e.g. ordinary maintenance) are recognised through
profit or loss in the period in which they are incurred, under the item:

e 180.b) "Other administrative expense”, if pertaining to assets used in the business;
or
e 220. "Other operating expense and income”, if pertaining to investment property.

Measurement

Subsequent to initial recognition, property, plant and equipment is recognised at cost net of
cumulative depreciation and impairment.

Assets with defined useful lives are depreciated at constant rates over their useful life.

Assets with unlimited useful life are not depreciated.

The useful life of property, plant and equipment is reviewed at the end of each period, taking
infto account the conditions of use of the asset, the state of maintenance, expected
obsolescence, etc. and, if these expectations differ from previous estimates, the depreciation
charge for the current period and subsequent periods is adjusted.

If there is objective evidence that an individual asset may have incurred an impairment loss,
the carrying amount of the asset is compared with its recoverable amount, which is equal to
the higher of an assets fair value less costs to sell and its value in use, understood as the present
value of expected future cash flows originated by the asset. Any write-downs are recognised
under item 200. “Impairment/write-backs on property, plant and equipment” in the
consolidated income statement.

If the value of a previously written-down asset is written back, the new carrying amount
cannot exceed the net carrying amount that it would have had if no impairment loss had
been recognised on the asset in previous years.

Derecognition

Property, plant and equipment is derecognised on disposal or when no future economic
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benefits are expected from its use or disposal. Any difference between the disposal value and
the carrying amount is recognised in the income statement under ltem 270. "Gains and losses
on disposal of investments”.

5 - Intangible assets

Recognition

Intfangible assets are non-monetary assets with multi-year ufility, are identifiable, lack physical
substance, are controlled by the company and will probably generate future economic
benefits.

Intangible assets mainly comprise goodwiill, software, brands and patents.

Intangible assets other than goodwill are recognised at the purchase cost, including any direct
costs incurred to prepare the asset for use, net of accumulated amortisation and any
impairment.

Any expenses incurred subsequent to the acquisition:

e arerecognised as an increase in the initial cost if they increase the future economic
benefits of the underlying assets (i.e. if they increase their value or productive
capacity);

e arerecognised entirely through profit or loss for the year in which they are incurred in
other cases (i.e., when they do not increase the original value of the assets, but
merely conserve the original functionality).

Intfangible assets with a finite life are amortised on a straight-line basis over their estimated
useful life.
Intangible assets with an indefinite useful life are not amortised.

Measurement

If there is objective evidence that an individual asset may have incurred an impairment loss,
the carrying amount of the asset is compared with its recoverable amount, which is equal to
the higher of its fair value less costs to sell and its value in use, understood as the present value
of expected future cash flows originated by the asset. Any write-downs are recognised under
item 210. “Impairment/write-backs on intangible assets” in the consolidated income
statement.

For intangible assets with indefinite life, even if no evidence of impairment is found, the
carrying amount is compared with the recoverable amount on an annual basis. If the carrying
amount is greater than the recoverable amount, a loss is recognised under Iltem 210.
“Impairment /write-backs on intangible assets” in the consolidated income statement in an
amount equal to the difference between the two values.

If the value of a previously written-down intangible asset other than goodwill is written back
the new carrying amount shall not exceed the net carrying amount that it would have had if
no impairment loss had been recognised on the asset in previous years.

Derecognition

Infangible assets are derecognised on disposal or when no future economic benefits are
expected from their use or disposal. Any difference between the disposal value and the
carrying amount is recognised in the income statement under ltem 270. “Gains and losses on
disposal of investments’.

6 - Non-current assets and disposal groups held for sale

These categories include individual non-current assets (property, plant and equipment,
infangible assets, and financial assets) or groups of assets held for sale, together with the
associated liabilities, as governed by IFRS 5.

The individual assets (or groups of assets held for sale) are recognised respectively under ltem
150. "Non-current assets and disposal groups held for sale” and item 90. “Liabilities associated
with non-current assets and disposal groups held for sale” at the lower of the carrying amount
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and the fair value net of disposal costs.

The positive or negative balance of income (dividends, interest, efc.) and charges (inferest
expense, etc.) relating to the groups of assets and liabilities held for sale, net of the associated
current and deferred taxes, is recognised under item 310. “Profit (Loss) affer tax from disposall
groups held for sale” in the consolidated income statement.

7 - Current and deferred tax

Recognition

Tax assets and tax liabilities are recognised respectively under Item 140. “Tax assets” in assets
and Item 80. “Tax liabilities” in liabilities.
In application of the “balance sheet method”, items for current and deferred taxes include:

e current tax assets, i.e. excess payment of tax liabilities on the basis of current tax laws
governing corporate income;

e current tax liabilities, i.e. tax liabilities to be settled on the basis of current tax laws
governing corporate income;

e deferred tax assefts, i.e. amounts of income taxes recoverable in future periods as a
consequence of:

- temporary deductible differences (represented mainly by costs
deductible in future periods on the basis of current tax laws governing
corporate income);

- unufilised tax losses carried forward;

- unutilised tax credits carried forward;

e deferred tax liabilities, i.e. income tax liabilities to be settled in future periods as a
consequence of tfemporary taxable differences (mainly represented by the deferral
of taxation of revenues or the advance deduction of charges on the basis of current
tax laws governing corporate income).

Current tax assets and liabilities are recognised by applying current tax rates and are
recognised as charges (income) using the same accrual criteria adopted for the costs and
revenues which generated them. In particular, current IRES (corporate income tax) and IRAP
were calculated using the tax rates established in current tax law, using the new rate of 24%
for IRES and, for doBank and Italfondiario, the surtax of 3.5 percentage points applicable o
credit and financial institutions (Law 208 of December 28, 2015.

In general, deferred tax assets and liabilities arise in the cases in which the deductibility or
taxability of a cost or revenue is deferred with respect to their recognition for accounting
purposes.

Current tax items include payments on account (current assets) and liabilities to settle (current
liabilities) forincome tax for the period. Current tax liabilities and the associated receivables for
payments on account sfill outstanding at the end of the year are recognised as a net amount
in asingle item.

Deferred tax assets and liabilities are recognised in the balance sheet in their full amount
without offsetting.

Measurement

Deferred tax assets and liabilities are recognised on the basis of the tax rates which, as of the
reporting date, are expected to be applicable in the period in which the asset will be realised
or the liability will be eliminated, in accordance with current tax legislation. They are
periodically reviewed in order to take account of any regulatory changes.

Deferred tax assets are only recognised if their recovery through expected future taxable
income is probable, measured on the basis of the Group's ability to produce taxable income
in future financial years. Deferred tax liabilities are always recognised. A requirement for the
recognifion of deferred tax assefts is that it is considered reasonably certain in view of corporate
developments that taxable income will be generated against which the temporary
deductible differences will be used. In accordance with the provisions of IAS 12, the probability
that future taxable income will be sufficient to ufilise the deferred tax assefs is subject to
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periodic review. If that review suggests that future taxable income will be insufficient, the
deferred tax assets are reduced in a corresponding amount.

Current and deferred taxes are recognised in the consolidated income statement under item
290. “Income tax expense from continuing operations”, with the exception of taxes which refer
to items which are credited or debited, in the same or another financial year, directly in equity,
such as, for example, those in respect of profits or losses on available-for-sale financial assets,
whose changes in value are recognised directly in valuation reserves in the statement of
comprehensive income.

Derecognition
Deferred tax assets and liabilities are derecognised at the time they are recovered/realised.

8 - Provisions for risks and charges

Recognition
Provisions for risks and charges consist of liabilities recognised when:
e the company has a present obligation (legal or constructive) as a result of a past
event;
e it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation;
e areliable estimate can be made of the amount of the obligation.
If these conditions are not met, no liability is recognised.

Measurement

The amounts allocated to provisions are determined so that they represent the best estimate
of the expense required to settle the obligation. In making this estimate, the risks and
uncertainties pertaining tfo the facts and circumstances involved are taken into account.
Specifically, when the effect of deferring the charge in time is significant, the amount of the
provision is determined as the present value of the best estimate of the cost assumed
necessary to extinguish the obligation. In this case, the discount rate used reflects current
market assessments.

Provisions are periodically reviewed and adjusted if necessary to reflect the current best
estimate. When, following a review, it is found that the charge is unlikely to be incurred, the
provision is reversed.

Derecognition

A provision is used only against the charges for which it was initially recognised.

Provisions for the year, recognised under item 190. “Net provisions for risks and charges” in the
income statement, include increases in provisions due to the passage of fime and are
reported net of any reversals.

9 - Other information

Derecognition of financial assets

Derecognition is the removal of a previously recognised financial asset or liability from the
balance sheet.

Before evaluating the existence of the conditions for the derecognition of financial assefs, IAS
39 establishes that it is necessary to verify whether these conditions apply to the assets in their
entirety or whether they refer to only a part of them. The rules governing derecognition are
applied to part of the financial assets involved in a tfransfer only if af least one of the following
requirements is met:

e the part comprises only specifically identified cash flows from a financial asset (or
group of financial assets), for example, only the interest cash flows pertaining to the
asseft;

e the part comprises a fully proportionate share of the cash flows identified as

«
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percentage of the total (e.g. 90% of all cash flows from the asset);
e the part comprises a fully proportionate share of specifically idenftified cash flows (e.g.

90% of the cash flows on the pertinent part of the interest on the asset).
If these requirements are not met, the rules governing derecognition shall be applied to the
financial asset (or group of financial assets) in its entirety.
The conditions for full derecognition of a financial asset are the natural expiry of the
contractual rights to the cash flows, or the tfransfer of the rights to receive the cash flows from
the asset fo a counterparty external fo the Group.
The rights to receive cash flows are also considered to have been transferred when the
contractual rights to receive the cash flows of the financial asset have been retained, but a
contractual obligation is assumed to pay the cash flows to one or more recipients and all
three of the following conditions are met (pass-through agreements):

e fthere is no obligation to pay amounts not received from the original asset;

e the sale or pledging of the original asset is prohibited, unless this is to secure the
obligation to pay the cash flows;

e fthere is an obligation to remit all cash flows collected without delay and there is no
right to invest those cash flow, with the exception of investments in short-term liquid
assets between the dates of collection and remittance to the recipients, on the
condifion that the interest earned during the period is also fransferred.

In addition, derecognition of a financial asset is subordinate to verification that all the risks and
rewards of ownership of the rights have been effectively transferred (true sale). In the case of
the transfer of substantially all risks and rewards, the asset (or group of assets) transferred are
derecognised, separately recognising the rights and obligations associated with the transfer
as assets or liabilities.

Conversely, if the risks and rewards are retained, the asset (or group of assets) fransferred shall
confinue to be recognised. In this case, a liability corresponding to the amount received as
payment for the transfer shall also be recognised, and subsequently allincome accrued from
the asset and all charges accruing on the liability shall be recognised,

The main transactions which under these rules do not permit full derecognition of a financial
asset are loan securitisations, repurchase fransactions and securities lending transactions.

In the case of securifisations, the financial assefs are not derecognised in the case of the
purchase of equity tranches or the provision of other support to the securitisation, where the
credit risk associated with the securitised portfolio is retained.

Treasury shares

Changes in treasury shares in the portfolio are recognised directly in equity, i.e. reducing the
latter by the value of purchases and increasing it by the value of sales.

This means that in the case of a subsequent transfer the difference between the sales price of
the freasury shares and the relative repurchase cost, net of any tax effects, is fully recognised
in shareholders’ equity.

Employee termination benefits (Trattamento di fine rapporto or TFR)

The provision for TFR for Italy-based employee benefits is treated as a post-employment
defined benefit scheme. Its recognition in the financial statements therefore requires the
estimation, carried out using actuarial techniques, of the amount of benefits accrued by
employees and the discounting of those benefits.

The determination of these benefits was conducted by an external actuary, using the
“projected unit credit method”. This method uniformly distributes the cost of the benefit over
the working life of the employee. Obligations are determined as the discounted value of
average future benefit payments, proportioned on the basis of the ratio between years of
service accrued and total seniority achieved at the time the benefit is disbursed.

Following the reform of the supplementary pension system with Legislative Decree 252 of
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December 5, 2005, the termination benefits accrued up to December 12, 2006 (or up to a
date selected by the employee between January 1, 2007 and June 30, 2007 in the event the
employee elected to transfer accrued TFR fo a supplementary pension scheme) remained
with the company and confinue to be considered "defined-benefit post-employment
benefits” and are therefore subject to actuarial measurement, although using simplified
actuarial assumptions that no longer take account of forecasts of future wage increases.

TFR accruing after January 1, 2007 (or after the date of election between January 1T and June
30, 2007 by the employee to transfer TFR to (i) a supplementary pension scheme or (i) leave
the TFR with the company, which in turn deposits those conftributions with the Treasury Fund
operated by the National Social Security Institute (INPS)) is considered to be a “defined
conftribution” plan.

Actuarial gains and losses, defined as the difference between the carrying amount of the
liabilities and the present value of the obligation at the end of the period, are recognised in
equity under Item 140. “Valuation reserves” in accordance with the provisions of the IAS 19
Revised.

Share-based payments

Share-based payments are payments made to employees or comparable persons as
payment for work or other services/assets received, based on shares representing capital,
which consist in the grant of rights o receive shares upon meeting quantitative /qualitative
objectives.

The fair value of payments seftled the issue of shares is based on their stock market price and
is recognised as a cost in the income statement under Item 180.a) “Staff expense™” and in the
balance sheet under Item 170. “Reserves” in equity, on an accruals basis in proportion to the
period in which the service is rendered.

Valuation of property owned by the subsidiaries

The properties of subsidiaries considered as inventories in their individual financial statements
are classified under "Other assets”. In accordance with IAS 2, inventories mainly comprise
properties that are to be renovated and/or undergoing renovation and trading properties.
Properties undergoing renovation are measured at the lower of cost, increased by expenses
increasing of their value and the capitalisable financial expense, and the corresponding
estimated realisable value, less the direct costs to sell.

Trading properties are measured at the lower of cost and estimated realisable value, which is
generally represented by the market value as determined from similar property tfransactionsin
terms of location and type. The estimated realisable value and the market value are
determined on the basis of independent appraisals or any lower value at which management
is prepared to sell based on urban/land registry circumstances that do not correspond to the
effective state of the property and legal issues (such as the illegal occupation of the
properties).

Any write-downs based on the above appraisal are charged to the appropriate item in the
income statement. If the reasons prompting the write-down of the inventories’ write-down
should no longer obtain, write-downs recognised in previous periods are reversed through
profit orloss up to the lower of cost and estimated realisable value.

RECOGNITION OF REVENUES AND COSTS

Servicing fees and revenues from ancillary products

These revenues are measured at the fair value of the consideration received or due and are
recognised when they can be estimated reliably. Revenues for services provided are
recognised in conjunction with the completion of the services. They are recognised only when
it is probable that the economic benefits of the transaction will flow to the company.
Nevertheless, when the recoverability of an amount already recognised under revenues is
affected by uncertainty, the revenues originally recognised are adjusted by the unrecoverable
amount or the amount whose recovery is no longer certain.
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Dividends
Dividends are recognised in profit or loss in the period in which their distribution is authorised.

Costs

Costs are recognised when they are incurred, on an accruals basis.

Impairment losses are recognised through profit or loss in the period in which they are
ascertained.

RELEVANT IAS/IFRS DEFINITIONS

The following presents a number of concepts relevant for the purposes of the IAS/IFRS
international accounting standards are outlined, in addition to those already addressed in the
previous secftions.

Amortised cost

The amortised cost of a financial asset or liability is the amount at which it is measured at initial
recognifion minus the principal repayments, plus or minus the cumulative amortisation using
the effective interest method of any difference between that initial amount and the maturity
amount and adjusted for any write-down or unrecoverability (impairment).

The effective interest rate method is a method for allocating interest income or expense over
the life of a financial asset or liability. The effective interest rate is the rate that exactly discounts
estimated future cash payments or receipts through the life of the financial instrument to the
net carrying amount of the financial asset or liability. The calculation includes all fees and
points paid or received between parties to the confract that are an integral part of the
effective interest rate, transaction costs, and all other premiums or discounts.

Fees and commissions that are considered an integral part of the effective interest rate
include initial fees received for the disbursement or acquisition of a financial asset not classified
as measured at fair value, such as, for example, those received as compensation for the
assessment of the debtor’s financial condition, the evaluation and registration of guarantees
and, more generally, the completion of the transaction.

Transaction costs, in turn, include fees and commissions paid to agents (including employees
filing the role of commercial agents), consultants, mediators and other operators,
conftributions levied by regulatory bodies and securities markets, and taxes and charges on
the fransfer. Transaction costs do not include lending costs or infernal administrative or
management costs.

Impairment of financial assets

At every reporting date, financial assets or groups of financial assets are assessed to determine
if they have incurred an impairment loss.

An asset or group of financial assets has incurred a reduction in value and the impairment
losses are recognised if and only if there is objective evidence of a lasting reduction in value
following one or more events occurring after initial recognition of the asset and that loss event
had an impact on the future cash flows from the asset that can be reliably estimated.

The impairment may also be the result not of a single event but rather of the combined effect
of multiple events.

Losses expected as result of future events, regardless of the probability of occurrence, are not
recognised.

If there is objective evidence for the occurrence of a loss for impairment of loans, the amount
of the loss is measured as the difference between the carrying amount of the asset and the
present value of estimated future cash flows (excluding future credit losses that have not yet
been incurred), discounted atf the original effective interest rate of the financial asset. The
amount of the loss is recognised in ltem 130 of the income statement under “Net
losses/recoveries on impairment” and the carrying amount of the asset is reduced. For
instruments classified as available-for-sale financial assets, this amount is equal to the balance
of the negative valuation reserve.
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The process used to estimate impairment considers all credit exposures, not only those with
low credit quality, that reflect serious deterioration in the positions.

A.4 -Fair value disclosures

QUALITATIVE DISCLOSURES

Fair value is the price that would be received to sell an asset or paid to fransfer a liability in an
orderly tfransaction on the principal (or most advantageous) market af the measurement date
on current market terms (exit price).
In order to maximise the consistency and comparability of fair value measurements and the
associated disclosures, IFRS 13 establishes a fair value hierarchy that divides the inputs used to
measure fair value into three levels:

e Level 1: the fair value of the instrument is determined on the basis of quoted prices in
active markets;

e Llevel 2: the fair value of the instrument is determined on the basis of valuation
techniques that use inputs observable on active markets, such as:

o quoted prices in active markets for similar instruments;

o observable inputs such as interest rates or yield curves, implied voldfilities, early
repayment risk, default rates and illiquidity factors;

o unobservable inputs supported and corroborated by market information.

e Llevel 3: the fair value of the instrument is determined on the basis of valuation
techniques that mainly use unobservable inputs that therefore involve the use of
internal estimates and assumptions.

This classification is infended to establish a hierarchy based on the objectivity of fair values as
a funct