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Calling of the ordinary shareholders’ meeting

The shareholders of UBI Factor — Unione di Bantakahne per il Factoring S.p.A. are called for adiary
meeting at the company’s office in Milan, Via Ftat&abba 1on 21 March 2014, at 2:30 pm on first call
and, if necessary, at the same place and time dha2éh 2014 on second call, to discuss and resmiviie
following
agenda

1. Directors’ and Statutory Auditors’ reports

2. Approval of the 2013 Annual Report

3. Appointment of the Directors and Statutory Auditargl determination of their fees

4. Approval of the determination of additional fees ttee Board of Statutory Auditors for their

performance of the supervisory functions pursuahiegislative decree no. 231/2001
5. Polish branch: approval of the engagement to KPM@yASp.Z.0.0.

6. Any other business.

Milan, 21 February 2014
The Deputy Chairman

Guadenzio Cattaneo
(signed on the original)



DIRECTORS’ REPORT



Dear shareholders,

We would like to begin our report by noting the ttheaf the Chairman of the Board of Directors, Amgel
Rampinelli Rota, on 19 October 2013. We cherishftledship that bound us over these years of share
professional experience, and remember him withqumod esteem, affection and admiration.

The parent, UBI Banca, responsible for appointihg hew Chairman, has decided to postpone such
appointment until the next shareholders’ meeting.

Accordingly, since the death of Angelo Rampinelbt® Deputy Chairman Gaudenzio Cattaneo has been
responsible for carrying out the functions of Chein pursuant to article 10 of the by-laws.

* %k %

Activities on the domestic factoring market slowed013 compared to the previous year, losing 2.183%
terms of turnover and 6.86% in terms of advances ewnsiderations paid. This decline reflects the
weakening global and Italian economy over the fmgtyears and the dragging out of the 2012 recessio

UBI Factor has also seen operating volumes decréagerticular, turnover totalled €7.60 billion yar
end 2013, compared to €8.07 billion at the endhefrevious year (-5.9%).

Advances and fees paid for transactions in plad &@ecember 2013 are in line with the averag@¥%.
During the year, this average decreased by 11.524.8 billion, from €2.19 billion in 2012.

Total loans and receivables amount to €2.34 billdmwn 2.7% on 2012 (€2.41 billion).

In terms of the company’s competitive position2013, it ranked fifth both in terms of turnover (ain as
previously noted, amounts to €7.6 billion), withrearket share of 4.43%, and outstanding loans (of €2
billion), with a market share of 5.01%. Furthermateaanks fourth in terms of advances with receuasd
loans and receivables without recourse (shown albawveunting to €2.3 billion), with a market shaffe o
5.29% (source: Assifact).

In 2013, UBI Factor strategically continued to fedts activities on customers referred from the @Bbup
network banks, acting as “product factory” in lwiéh the Group’s mission to be deeply involvedtmlbcal
community and economy.

The commercial partnership strategy rolled out yego with the network banks to jointly developibess
with new customers has grown continuously, reapiggificant results in terms of shared profitaliliffees
paid to the network banks for business referragmuating to €9.8 million, up roughly 17% on 2012).

It has concurrently ensured effective credit risknagement.

Over the years, the synergies with network banke thed to growth in volumes. Indeed, volumes geeera
by customers referred by the network banks accduftte 50.6% of UBI Factor’s total turnover in 2013
(€3.8 billion).

In 2013, UBI Factor directly generated turnove€af6 billion with UBI Banca Group’s captive custaisie
accounting for over 21% of the total.

Combining business growth with group customersubhosynergies with the UBI Group network banks and
direct business growth generated independently BlyRactor, total turnover generated with UBI cuséos
amounted to €5.5 billion, out of total corporatentwer of €7.6 billion (with an impact of 72% ontdb
turnover).

In the near future, the company plans to contimeeding, in particular, on services in close pasini@ with
the network banks to support UBI Group customensugng they enjoy comprehensive support, in the
context of a comprehensive and complete offer.



Most UBI Factor customers are of high-standing typétally in the top corporate range. . As early2842,
and to a greater extent in 2013, the company pdrsustrategy to expand its target, with a focus on
counterparties presenting lower annual turnoveunmels Mid or Core Corporate).

In 2013, the number of customers grew 8% from 2j&8%12 to 2,565 in 2013.

UBI Factor's business abroad has grown over the fag years by targeting high-standing customers
through export and import factoring, which boastsngl profitability and normal credit risk.

Total company turnover at year end 2013 consists of
- domestic turnover of approximately 54%;
- international turnover of approximately 46%.

International factoring transactions have grownhbdirectly (78%) and through a foreign factoring
correspondent (22%).

Indeed, in terms of volumes, direct transactionsegated €2.73 billion of turnover, which totalled.49
billion in the international segment.

Captive customers account for 51% of internatidaetoring customers, being those shared with theu®s
network banks.

This growth was due, on one hand, to the compaayility to transact with leading multinational pég in
the automotive, electronics, steel and electripgliance sectors, and on the other to the poséftect of
business initiatives developed within the Factolai€@ Internationahetwork, a global network of major
factoring companies, on traditional export markits Turkey.

The consolidation of relationships with the higargting customers of the Group’s banks, which baast
presence abroad and international relationshifsrsod new channel for international development.

Total income of €42.1 million is down on 2012 (-2%), mainly due to net interest income of €33.4iamil
down 23.9% on 2012, following the widespread decimbank spreads.

Fee and commission income fell 11.4% on 2012 tog&R&allion.

Fee and commission expense — mainly due to theonletimanks for business referrals, to the parentter
guarantee of regulatory capital and, to a lessemgxto large debtors under agreements and thirikp that
also provide business referrals — amounts to €hillibn, up 2.0% on 2012.

In the light of the above, net fee and commissmmome total €8.5 million, down 25.3% on 2012.
Furthermore, the trend in net fee and commissioanre was significantly affected by commission exggen
paid to the UBI Group network banks in exchange riferring business opportunities. These fees and
commissions grew from €8.4 million in 2012 to €&dlion in 2013 (+17.1%), demonstrating the central
importance of activities performed in partnershighwhe same network banks, in connection with the
partnership agreement in place between the comaadysuch banks. Fee and commission expense to the
parent for guarantees received to support regylatapital requirements decreased from €1.3 miliion
2012 to €0.6 million in 2013.

The company has discontinued factoring with creditd the public administration.

A few exceptions to the above strategy of discamtig the public administration sector business Haaen
made with rather small amounts involved from captounterparties of the Group’s network banks with
receivables due from public administrations that their debts on time.

These conditions will enable the company to idgrdgecific opportunities in the future.

Its strategic decision to discontinue the publienamdstration business, taken in 2011, was due ® th
objective difficulties that arose in this segmeimt, which the company is mainly exposed, following
transactions in previous years with the Lazio rediealthcare sector.



The collection process for these receivables resnaomplex, as most are affected by the legal assedof
the amount of the factored receivable, with theseguent order for the public administration to plas
factored debtor. Lengthy periods for court and llggaceedings in the sector, which doe not alwagsl Ito
unambiguous decisions in the cases considered #ffequdicial process of this assessment.

In the second half of 2013, the situation with pubdministration bodies saw a positive developnakert to
both Law decree no. 35/2013 of 8 April 2013, whiotroduced measures for the payment of past due
receivables by the public administration, and tleasditutional Court’s ruling no. 186/2013 of 3 J@§13,
which found the order to suspend the executivequtores against the local healthcare units in thmomne
that signed the healthcare sector deficit restringulans unconstitutional.

Due the above ruling, payments by the local heatthainits have begun, as greater financial resswace
available, while executive actions resumed in thath quarter of 2013, leading to more opportusifier

the collection of credit assessed as collectabb®unt.

Accordingly, there could be greater cash flows friv@ local healthcare units in 2014 — and somessiign
this respect have already been seen — makingsilgedo reduce the portfolio of past due debt..

Despite the positive effects of the legislative maas introduced, the status of certain operatdrsspitals
that provide health services in particular — rersantical and lead to bankruptcy proceedings,rédtigle
attempts through recent bail-out measures undeBaim&ruptcy Act. This created the need for the camyp

to reclassify one significant position from doulbtfa non-performing (due from Provincia Italianallde
Congregazione dei Figli delllmmacolata Concezior#gspite the fact that total amounts due from the
public administration acquired through factoringnsactions greatly exceed the advances to thenatigi

Supervisory regulations provide for special treatm®r exposure to the public administration that i
classified as “past due”. Receivables from the igpubtiministration are considered past due when the
administrative assessment and settlement procetkgased by law have been completed.

To this end, the company is currently analysing dpelication of these regulations to the portfadio
receivables from the public administration thdtas acquired.

In the light of the above, net impaired non-perfimgnassets rose to €226 million from €79.1 millan31
December 2012 and make up 10.22% of the portf8li®16 in 2012), with coverage of 10.61%.

Doubtful receivables therefore decreased to €3l6omi(31 December 2012: €153.6 million) and malpe u
0.14% of the portfolio (6.42% in 2012).

The cost of credit led to net impairment lossedinancial assets of €11.9 million (including impagnt
losses of €6.8 million recognised on an individbalsis and collective accruals to the allowance for
impairment losses of €5.1 million), making up 0.5Df¥6the total caption 60 - Loans and receivables
recognised in the statement of financial positiasséts side) compared to €26.8 million (1.11%) lat 3
December 2012. These impairment losses mainlyerédathe Lazio healthcare segment.

The company has a legal risk in the same segmeardrging a contingent liability of €60 million and
relating to legal proceedings pending against tbm&H local healthcare unit. The company is a jagtor
with Tosinvest-Angelucci Group in the proceedingmaerning invoices issued by the aforementioned
originator to the Rome H local healthcare unit, abhihe latter paid to UBI Factor following an ingion
order, which was subsequently appealed.

Reference should be made to the notes to the falestatements for additional details.

The collective impairment losses were calculatedigus: fine-tuned method that more comprehensively
considers developments in and the significancbepbrtfolio of receivables from the public admirasion.

Operating expenses were cut significantly: admiaiste expenses came to €19.2 million, compared to
€22.0 million in 2012 (-13.0%), while personnel erpe amounted to €10.5 million, compared to €12.7
million in 2012 (-17.8%). Other administrative exges, totalling €8.7 million, decreased €0.6 millian
2012 (-7.0%).



The cost/income ratio, which is equal to admintsteaexpenses plus depreciation and net impairihesses

on property and equipment and amortisation andnmgdirment losses on intangible assets dividedobgl t
income plus net other operating income, came t6485, down 5.71% on the 39.83% of the previous year
due to the greater impact of the reduction in tot@dme than the decrease in administrative exgense

The tax charge was calculated considering the tatteanges introduced for companies in the finarenal
insurance sector (the corporate income tax raRES", was raised from 27.5% to 36.0%, generatiegigr
current taxes of €0.8 million, and there were safitgtl changes in the deductibility of impairmeng¢des on
loans and receivables). Accordingly, the totalrate is now 38.4%.

The financial statements as at and for the yeae@B8d December 2013, prepared in accordance WRB,IF
show a profit for the year of €7.3 million, netinEome tax of €4.6 million, a 119.8% increase an phofit

of €3.3 million for 2012.

A consistent comparison uninfluenced by non-rengriiems relating to the aforementioned increaseha
collective impairment losses (€5.1 million) and tR&S rate (€0.8 million), would entail a normatisa of
the 2013 income statement, with a profit of ovel.£Imillion (+232% on 2012 and +51% on 2013).

31-Dec-13
in thousands of Euros

41,488
20. Interest and similar expense -7,854
Net interest income 33,634
30. Fee and commission income 20,595
40. Fee and commission expense -12,093
Net fee and commission income 8,502
Total income 42,136
100. Net impairment losses on: -11,928
a) financial assets -11,928
110. Administrative expenses: -19,181
a) personnel expense -10,452
b) other administrative expenses -8,729

120. Depreciation and net impairment losses on property and
equipment -141
130. Amortisation and net impairment losses on intangible assets -528
150. Net accruals to provisions for risks and charges 103
160. Net other operating income 1,452
Operating profit 11,913
170. Gains on equity investments -
Pre-tax profit from continuing operations 11,913
190. Income taxes on continuing operations -4,571
Normalised profit for the year 7,342

Non-recurring items

fine-tuning of the
calculation
method for
collective
impairment
losses

5,135
5,135

-2,134

8.50% increase

in the IRES rate

(Law decree no.
133/2013

750

31-Dec-13 31-Dec-12
net of non-
recurring items
41,488 61,234
-7,854 -17,031
33,634 44,203
20,595 23,240
-12,093 -11,854
8,502 11,386
42,136 55,589
-6,793 -26,807
-6,793 -26,807
-19,181 -22,035
-10,452 -12,722
-8,729 -9,313
-141 -255
-528 -530
103 -505
1,452 1,709
17,048 7,166
- 740
17,048 7,906
-5,955 -4,565
11,093 3,341

ROE came to 5.75%, up on 2012 (2.64%).

With respect to UBI Factor’s direct presence abydae Polish branch’s operations in 2013 generfted
results in line with 2012: turnover amounts to €488lion, compared to €462 million in 2012, while
average loans rose to €91 million from €86.8 millio 2012.
The Polish branch posted a gross operating prbf2d. million (€2.5 million in 2012) and total iome of
approximately €2.4 million (€2.8 million in 2012).
Starting from 2012, the Polish branch’s financi@tements, prepared in local GAAP, have been aiidite
This mandatory decision was due to adoption of & ficcounting method” for the tax treatment of
exchange rate gains and losses. It led to elinmnadf the dual “accounting/tax” approach to deteerthe
tax base and the related simplification of administe requirements as provided for by the Polish t

legislation (the Corporate Income Tax Act)
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With respect to the content of Banca d’ltalia/Cdis®VAP document no. 2 of 6 February 2009, the Banc
d’ltalia, Consob and ISVAP coordination forum onpbging IFRS, concerning “Disclosures in financial
reports on the going concern assumption, finamisks, impairment testing of assets and uncersriti the
use of estimates”, together with article 2428 c# ttalian Civil Code, it is noted that the compasy
currently able to continue as a going concern fier foreseeable future, and the financial statemiaits
follow have been prepared on the basis of thismagtan.

Considering the range of factors relating to thengany’s current and expected profitability, the rpant
and collection plan of contractual counterpartssjrces of funding — mainly the parent, UBI Bancthe-
company does not currently present any factorsnoédainty and/or doubt regarding its ability tontioue

as a going concern. To this end, there are no wegadicators, such as, but not limited to, thpsevided

for by Document 570 “Going concern” recommendedCoysob in its resolution no. 16231 of 21 November
2007.

The inspection of the company that Banca d’ltakgdn on 7 November 2012 pursuant to article 108 of
Legislative decree no. 385/1993 ended on 6 Febr2@ty. The inspection report was delivered on 28|Ap
2013.

The company and its parent, UBI Banca, took immedsteps to provide the Supervisory Authoritieshwit
accurate information and counter arguments in mespdoo the findings and observations cited in &pert,
and illustrated the measures planned in the reteraas, and the related updates.

As required by article 6.2 of Banca d’ltalia measaf 31 July 1992, and on the basis of article 2d2®e
Italian Civil Code, the following information is pvided:

a) Research and developmenthe company did not carry out any research andldpment activities
during the year.

b) Number and nominal amount of treasury shares and sires of the parent the company does not
directly or indirectly own treasury shares or skaoé its parent. It did not acquire and/or sell
treasury shares or shares of the parent eithestlji@ through trustees or nominees during the.yea

c) Outlook: throughout the entire year, activities continuegi@paration for UBI Factor’ migration to
the new IT system developed on the basis of theifgpsoftware solutions owned by a third party
provider. Nevertheless, although it continues &ppre the technological environment and operating
conditions that ensure substantial independence fin@ provider, the company believes it necessary
to verify, in advance, the development of corpomxents involving the provider's group before
migrating to the new IT system.

In 2014, in short, the company expects to takefdllewing development steps, in line with the
approved 2014 budget:

v focus on the percentage impact of business froméh&ork banks on total company volumes;
v increase in transactions with the Group’s captive iaternational customers.

d) Related party transactions pursuant to article 24%is.4 of the Italian Civil Code, it is noted that
within the scope of management and coordinatioBY Banca S.c.p.A., as parent, the company
benefitted from synergies arising from its membigrsii the Group, using such synergies to improve
business management and development.

Transactions with the parent UBI Banca and the groampanies, which mainly consist of bank
credit facilities, are carried out on an arm’'s lgnbasis, without potential conflicts of interests
involving directors.

Guarantees issued by UBI Banca cover large exp®sarenportant debtors. Fee and commission
expense is recognised on such guarantees.
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f)

9)

The costs of other services provided by the paoergroup companies (relating to the activities
described in the “General service catalogue” inneation with auditing services, accounting and
administration coordination, human resources, amstimisation, loans and receivables, risk
management, information technology and procurenpeotess management) are charged on the
basis of master agreements for the provision dfrteal and administrative services.

Furthermore, a business partnership agreementptage with the Group’s network banks for the
acquisition of factoring transactions, whereby cassions are recharged for the referral of business
opportunities.

The company participates in the UBI Banca Grouponat tax consolidation scheme.

The nature of the captions and amounts is detailede individual statement of financial position
and income statement captions in Section 6 - “Rdlptrty transactions”.

Significant events after the reporting date the company did not perform any atypical or umlisu
transactions after the reporting date, nor werewarderway at that date, whereby such transactions
are those outside the scope of normal operatiodgtat could significantly impact the company’s
financial position and results of operations.

Derivatives. the company has no derivatives at the reportatg.diccordingly, there is no fair value
disclosure to provide

Other information : during the year, the company met its reportinggalbions to Banca d'ltalia
with respect to supervisory activities, the Crdalibrmation Centre and usury.

The company has taken the measures required by $adeslation (Legislative decree no. 81/2008).
In particular, following the changes to its orgaisnal structure, the need arose to update the
system used to delegate functions in order to bettganise accident-prevention controls.

The company’s new organisational chart for heatith safety in the workplace has been disclosed to
all employees.

With respect to data protection, the company upttite “Data Protection Document” in April 2013.
Although it is no longer required to prepare thiscaiment, in accordance with the parent’s
instructions, the company has decided nonethelesprépare the document in order to more
effectively monitor compliance with data protecticode measures.

Furthermore, the company has updated its “Sole [Patdection Document” and consequently
issued specific organisational provisions, follogvinew legislation, in order to simplify data
protection requirements for data treatment owners.

The company has complied with legislative provisionncerning risk assets and conflicts of interest
with related parties, related party transactiorsdirectors’ interests, in accordance with 1AS 24.
Following the amendments to Legislative decree 3856/1993 (the Consolidated Banking Act)
introduced by Law no. 221 of 17 December 2012 (kmow Italy as the Development Lahis),
article 136 of the Consolidated banking act apghbesanks only and no longer the companies within
a banking group, like UBI Factor, which is, accogly, no longer subject to the related measures.

With respect to the transparency of bank and firsservices, the company complies with the law
and Banca d’ltalia requirements.

In conjunction with its parent, the company meibes legal requirements concerning the correct
keeping of the “Register of persons with accegwitdleged information” established by UBI Banca

pursuant to article 11Bis of the Consolidated finance act.

During the year, the parent, UBI Banca, had updatesl Group’s regulation governing the

management and disclosure of privileged informatidrhe document was approved and
consequently adopted by UBI Factor's Board of Oiex
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With respect to the anti-money laundering and cautdrrorism legislation (Legislative decree no.
231/2007), the company continued to consolidateojterating practices in compliance with its
internal “Anti-money Laundering Rule” and intermaémoranda signed by the General Manager. In
particular, during the second half of 2013, all éoypes were given detailed operating instructions
for the performance of periodic controls over thearse of relationships with clients, in accordance
with the provisions of article 18 of Legislativeadee no. 231/2007.

In terms of the legislation concerning the liailaf entities for administrative offences deriving
from crimes (Legislative decree no. 231/2001), mtythe meeting held on 25 October 2013, UBI
Factor's Board of Directors appointed the new mesioé the supervisory body in accordance with
the guidelines provided by the parent, UBI Bancayiding for the assignment of the duties of the
supervisory body to the board of statutory auditersompliance with Banca d’ltalia provisions.

To this end, during the same meeting, the Boardioéctors also approved the update of the
“Document describing the organisational, managenagiot control model pursuant to Legislative
decree no. 231/2001 of UBI Factor S.p.A.".

During the year, activities began and are stillemagy for the update and overall revision of the
Model, mainly to include new crimes under Legisiatdecree no. 231.

With Law no. 136 of 13 August 2010 “Extraordinaryamp against the mafia and anti-mafia
legislation proxy to the government”, the companps specific operating procedures to ensure
compliance with the obligations of article 3 “Trabdity of cash flows”.

The company adopts the alternative digital filimpgqedure, regulated by specific legal provisions

(Legislative decree no. 52 of 20 February 2004, idlative decree no. 82 of 7 March 2005 and

subsequent specific technical regulations), for jiwernal, management subsystem ledgers and
inventories book.

Under article 11.2 and subsequent articles of [@etagr no. 201/2011, converted into Law no.
214/2011, financial intermediaries are requiregrwvide the local tax office with the list of bataas
and changes in the individual relationships witkrds relating to 2011 and subsequent years.

The information for 2011 was sent by 31 October@king extremely complex technical methods,
in order to ensure the security and confidentialityhe data, which will, depending on the purposes
of the regulations, be used to determine whetherobrto carry out tax investigations/controls on
taxpayers.

In accordance with the Group’s guidelines and WwiBi1 Banca'’s prior validation, the revision of the
company’s organisational structure was approvedthadew structure has been gradually applied
since 1 July 2013. In keeping with the strengthshef existing model, the organisational changes
enable the new structure to better respond to makkmand and the need to focus more on the
segregation of preliminary investigation stages #mel credit approval process, to minimise the
number of structures involved in the stages of ghecess, to simplify and streamline it, and to
contribute to reinforcing the implementation of quany risk control guidelines and policies.

The main actions have included the establishmenhme service units on the domestic market,
organised on a regional basis (Northwest Italy Mariortheast Italy Market, South-central Italy
Market) and an International Market Unit replacitige pre-existing Network Bank and Direct
Development Market, Public Administration Markedathe Captive Market Units. In addition, the
Polish branch now reports to the International Matinit, and a Debtor Management Function has
been created, reporting to the Commercial Areacavering all markets. Finally, all administrative
activities for both domestic and international fairtg transactions have been grouped together
under the Operations Unit.

As part of the efficiency and streamlining projedtse company began a project leading to the

overall revision of the company’s system of powearsaccordance with the provisions of the
relevant legislative context and developments éndiganisational structure.
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h)

The Board of Directors has delegated some of itgep® to senior company managers, preventing
the concentration of operating powers among thentapagement, which maintains more or less
tight control over duties delegated through regujeriodic reporting.

The company adopts a hierarchical organisatiomatttre which is scaled according to the breadth
of projects, mainly based on the organisationallev

The system of powers does not supersede that gireeid forth by other components of the
company’s regulatory system, but rather integrifeescribing and detailing significant processes.

In 2013, various steps were taken following UBI @@ decision to further strengthen the parent’s
supervision and governance mechanisms with theuptddctories.

With respect to management, coordination and chnspecific functional lines have been
established for UBI Banca's Chief Risk Officer, €hFinancial Officer, Chief Operating Officer,
General Affairs and Equity Investments Officer, €hBusiness Officer and Chief Lending Officer
with UBI Factor’s individual organisational struots, for supervision with respect to the areas for
which they are respectively responsible.

In December 2013, the relevant bodies of the pau#it Banca and UBI Factor approved the

centralisation of second-level control functionsskKr management, compliance and anti-money
laundering) and planning, management control, adtnation and budgeting with the related

migration of support IT systems, to be progresgiv@plemented in the months to come.

The work will be carried out in two stages: filsé tperipheral functions will be grouped togethat an

subsequently the support IT systems will migrate.

In line with the actions taken to strengthen mansegd, coordination and control activities, although
not explicitly required by the new provisions ofriga d’ltalia, UBI Banca required UBI Factor and
the Group’s other non-banking companies to perfamap analysis in view of the preparation of the
self-assessment pursuant to the provisions issydglahca d’ltalia on 2 July 2013 concerning the
“Internal controls, IT system and operating conitiyiu

The company performed the gap analysis togethértiv parent and UBI Sistemi e Servizi, using a
specific format shared with other group companid®g current situation, gaps, related relevance in
terms of their impact, the measures to be adoptddize timeframe were analytically identified for
each legislative requirement provided for by the peovisions.

UBI Banca'’s relevant bodies approved the prelimjirrasults of the analysis in December 2013 and
UBI Factor’s relevant bodies approved those forchhi was concerned in January 2014.

In order to further strengthen lending risk contreihce 1 July 2013, the exercise of the credit
approval powers provides for a new configurationtfe Credit Committee, with the addition of a
member of UBI Banca's Credit Area and a member Bi Banca's Irregular Credit and Credit
Recovery Area, both with veto powers (for theipegive areas). This committee is also responsible
for evaluating the credit applications for whicle thxecutive committee and the Board of Directors
are responsible.

Measures continued in 2013 to support companieergodhg difficulties due to the current
economic situation. As in the past, UBI Factor #mel UBI Banca Group participated in the new
Credit Agreement for 2013, which ABI and the magater associations signed on 1 July 2013.
Moreover, these difficulties are fairly modest @Bl Factor.

Overall, the company complies with the legislaprevisions applicable to financial intermediaries
included in the list pursuant to article 107 of Istative decree no. 385/1993 (the Consolidated
Banking Act).

Risk exposure and risk management techniqguesreference should be made to Section 3 — “Risks

and risk management policies” of the notes to thanicial statements in its entirety. There are no
risks of fluctuations in cash flows and no othegn#icant risks or uncertainties other than those
detailed in Section 3.

14



i) Personnel the company’s workforce numbered 148 employeggat end (including 143 full-time

employees, 19 of whom on secondment from otherpyemmpanies and three seconded to other
group companies), a decrease of three employe8% BDecember 2012 .

During the year, five employees left the companithva net increase of three employees arising
from flows to and from other group companies.

On 20 September 2013, as instructed by the par&htBanca’s relevant bodies, the Board of
Directors approved the appointment of the Deputyedal Manager and General Manager.

With respect to the aforementioned centralisation second-level control functionsrigk
management, compliance, anti-money laundering) and planning, managementrral, administration
and budgeting with the parent, UBI Banca, on 15udan2014, an agreement was signed with the
trade unions. In terms of regional mobility, theesgment identifies the allocation of resources at
regional hubs that are already in place, in ordeprivilege the relocation of activities rather tha
employees.

Breakdown by age (average 45.24: women 45.17; men 45.31):

% of total including % of total including
AGE BRACKET 31.12.2013 workforce women 31.12.2012 workforce women
1) 21-30 8 5.41% 6 11 7.28% 7
2) 31-40 36 24.32% 12 34 22.52% 10
3) 41-50 68 45.95% 38 68 45.03% 38
4) 51 and over 36 24.32% 15 38 25.17% 18
Total 148 100.00% 71 151 100.00% 73
Breakdown by service seniority (average 17.05: women 19.27; men 15.02):
% of total including % of total including
SERVICE SENIORITY 31.12.2013 Y w— - 31.12.2012 Y w— .-
1) UPTO5 24 16.22% 12 37 24.50% 18
2) 6-10 27 18.24% 5 27 17.88% 5
3) 11-20 37 25.00% 13 33 21.85% 16
4) OVER?21 60 40.54% 41 54 35.76% 34
Total 148 100.00% 71 151 100.00% 73
Breakdown by position:
% of total including % of total including
POSITION 31.12.2013 workforce women 31.12.2012 workforce wormen
1) MANAGERS 9 6.08% 0 7 4.64% 0
THIRD LEVEL -
2) FOURTH LEVEL 34 22.97% 9 38 25.16% 10
JUNIOR MANAGERS
FIRST LEVEL -
3) SECOND LEVEL 32 21.62% 11 29 19.21% 11
JUNIOR MANAGERS
4) PROFESSIONALS 73 49.32% 51 77 50.99% 52
Total 148 100.00% 73 151 100.00% 73

As coordinated with the parent, company employesdirtued to attend training courses, focusing
on their daily experience and aimed at providingnthwith technical-specialist knowledge and

*
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relationship and management skills. Roughly 508 -odeys of classroom training were held, in
addition to online courses available to all pergbnn

In order to continue the harmonisation of HR assest processes and tools within the Group,
utilisation of a common language and interactiomhwamployees in an increasingly transparent
manner that encourages participation, the comparmjed out its professional assessments using the
same criteria as those adopted by the parent, ifigusn each employee’s responsibility to
contribute to their professional growth throughdiesck and the sharing of objectives to ensure team
success

[) Branches the company does not have any branches.

Allocation of the profit for the year
We propose allocating the entire profit for 201®panting to €7,342,390.76, to other reserves.

We ask that you approve the financial statemendisthe allocation of the profit for the year as egd
above.

Finally, the three-year mandate of the Board oeBtiors and the board of statutory auditors williexgvith
the shareholders’ approval of the financial stateset 31 December 2013. We therefore invite you to
resolve accordingly.

Deputy Chairman of the Board of Directors
Gaudenzio Cattaneo
(signed on the original)

Milan, 21 February 2014
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STATEMENT OF FINANCIAL POSITION
(Euros)

ASSETS 31-dic-13 31-dic-12
10. Cash and cash equivalents 4,447 13,412
50. Held-to-maturity investments 9,296,498 9,007,233
60. Loans and receivables 2,344,029,233 2,409,064,139
90. Equity investments 392,836 392,836
100. Property and equipment 224,415 346,413
110. Intangible assets 47,684 568,894
120. Tax assets 14,825,538 10,932,362
a) current 3,986,923 2,660,420
b) deferred 10,838,615 8,271,942
including as per Law no. 214/2011 10,017,760 7,277,847
140. Other assets 11,718,567 9,292,295

Total assets

2,380,539,249

2,439,617,584

LIABILITIES AND EQUITY

31-dic-13

31-dic-12

10. Financial liabilities

2,209,505,043

2,276,172,079

70. Tax liabilities 3,627,634 4,237,513
a) current 3,621,286 4,230,434
b) deferred 6,347 7,079
90. Other liabilities 28,492,598 24,342,761
100. Post-employment benefits 2,385,967 2,684,768
110. Provisions for risks and

charges: 1,472,482 2,158,229
b) other provisions 1,472,482 2,158,229
120. Share capital 36,115,820 36,115,820
150. Share premium 2,065,828 2,065,828
160. Reserves 89,890,351 88,824,850
170. Valuation reserves (358,865) (325,219)
180. Profit for the year 7,342,391 3,340,955

Total liabilities and equity

2,380,539,249

2,439,617,584
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INCOME STATEMENT
(Euros)

2013 2012
10. Interest and similar income 41,488,290 61,233,630
20. Interest and similar expense (7,853,691) (17,031,492)
Net interest income 33,634,599 44,202,138
30. Fee and commission income 20,594,769 23,239,973
40. Fee and commission expense (12,092,914) (11,854,337)
Net fee and commission income 8,501,855 11,385,636
Total income 42,136,454 55,587,774
100. Net impairment losses on: (11,928,337) (26,806,561)
a) financial assets (11,928,337) (26,806,561)
110. Administrative expenses: (19,180,988) (22,034,702)
a) personnel expense (10,452,315) (12,721,947)
b) other administrative expenses (8,728,673) (9,312,755)
120. Depreciation and net impairment losses on property and
equipment (141,216) (254,532)
130. Amortisation and net impairment losses on intangible assets (527,446) (530,029)
150. Net accruals to provisions for risks and charges 102,607 (504,845)
160. Net other operating income 1,451,846 1,708,929
Operating profit 11,912,920 7,166,036
170. Net gains on equity investments - 740,017
Pre-tax profit from continuing operations 11,912,920 7,906,053
190. Income taxes on continuing operations (4,570,529) (4,565,098)
Post-tax profit from continuing operations 7,342,391 3,340,955
Profit for the year 7,342,391 3,340,955




STATEMENT OF COMPREHENSIVE INCOME

(Euros)

2013 2012

10. |Profit for the year 7,342,391 3,340,9%5
Other comprehensive expense, net of income tax thatl
not be reclassified subsequently to profit or loss
20. Property and equipment - -
30. Intangible assets - -
40. Defined benefit plans (33,646 (201,981)
50. Non-current assets held for sale - -
60. Portion of valuation reserves of equityexounted - -
investees
Other comprehensive expense, net of income tax thatll be
reclassified subsequently to profit or loss
70. Hedges of investments in foreign operatie - -
80. Exchange rate gains (losses) - -
90. Cash flow hedges - -
100. Available-for-sale financial assets - -
110. Non-current assets held for sale - -
120. Portion of valuation reserves of equity-acemted - -
investees - -
130. | Total other comprehensive expense, net of incertax (33,646 (201,981)

7,3085'4

3,138,97:

Comprehensive income (Captions 10+130)
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STATEMENT OF CHANGES IN EQUITY

(Euros)

Allocation of prior year Changes of the year
profit Equity transactions 2012
Balance at | Restatement of| Balance at . . Distribution . . Equity at
31-12-2011 |opening balancd 01-01-2012 Dividends | Changesin) = . IRepurchase o of Changein | . |comprehensive| o, 057015
Reserves | and other reserves treasury . equity Income
allocations shares shares extr'a'ordmary instruments changes
dividends
Share capital 36,115,82 36,115,820 36,115,82
Share premium 2,065,821 2,065,837 2,065,821
Reserves: 83,110,86 83,110,866 5,713,984 - - - - - - 88,824,85
a) income-related 74,895,84 74,895,843 5,713,984 80,609,82
b) other 8,215,02 8,215,033 8,215,02
Valuation reserves (123,238 (123,239) (201,981 (325,219
Equity instruments - - - -
Treasury shares
Profit for the year 6,755,78¢ 6,755,746 (5,713,984) (1,041,402) 3,340,954 3,340,954
Equity 127,925,06 127,925,061 - (1,041,8p2) - - - - 3,138,974 130,022,283
Allocation of prior year Changes of the year
profit Equity transactions 2013
Equity at Restatement of| Balance at . . Distribution . . Equity at
31-12-2012 |opening balancd 01-01-2013 Dividends [ Changesin| . |Repurchase o of Changein | . = |comprehensivel 5 057013
Reserves | and other reserves treasury . equity income
allocations shares shares extr'a'ordmary instruments changes
dividends
Share capital 36,115,82 36,115,820 36,115,82
Share premium 2,065,821 2,065,837 2,065,821
Reserves: 88,824,85 88,824,850 1,065,502 - - - - E - 89,890,35
a) income-related 80,609,82 80,609,827 1,065,502 81,675,32
b) other 8,215,02 8,215,033 8,215,02
Valuation reserves (325,219 (325,219) (33,646 (358,865
Equity instruments - - - -
Treasury shares
Profit for the year 3,340,954 3,340,995 (1,065,502) (2,275,453) 7,342,39 7,342,39
Equity 130,022,23 130,022,233 - (2,275,4p3) - - - - 7,308,74 135,055,525
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STATEMENT OF CASH FLOWS
Direct method) - (Euros)

A. OPERATING ACTIVITIES

1. OPERATIONS 17,269,37¢ 25,568,7%4
- Interest income collected (+) 41,488,290 61,233,680
- Interest expense paid (-) (7,853,691 (17,031,49P)
- Dividends and similar income (+) - -
- Net fee and commission income (+/-) 8,501,854 11,385,686
- Personnel expense () (10,452,315 (12,721,9417)
- Other costs (-) (8,728,673 (9,312,75b)
- Other revenue (+) 1,451,846 2,448,946
- Taxes and duties (-) (7,137,934 (10,433,26¢)
- Expense/revenue of disposal groups, net of fagef+/-) - .
2. CASH FLOWS GENERATED BY FINANCIAL ASSETS 90,599,05¢Y 453,095,459
- Financial assets held for trading - -
- Financial assets at fair value through profibsis - -
- Available-for-sale financial assets - -
- Loans and receivables with banks (3,415,117 (576,16%)
- Loans and receivables with financial institutions 19,153,73p 6,063,661
- Loans and receivables with customers 78,613,216 443,953,013
- Other assets (3,752,775 3,654,9%0
3. CASHFLOWS USED FOR FINANCIAL LIABILITIES (64,041,934 (461,950,28P)
- Due to banks (73,295,179 (459,256,530)
- Due to financial institutions - -
- Due to customers 6,628,134 (3,608,01D)
- Securities issued - -
- Financial liabilities held for trading - -
- Financial liabilities at fair value through priodir loss - -
- Other liabilities 2,625,10p 914,260
NET CASH FLOWS (USED) GENERATED BY OPERATING ACTIVITIES 43,826,500 16,713,933

B. INVESTING ACTIVITIES 31.12.2013 31.12.2012

1. CASH FLOWS GENERATED BY - 324,000
- Sales of equity investments - 324,000
- Dividends collected - E
- Sales/repayments of held-to-maturity investments - -
- Sales of property and equipment - -
- Sales of intangible assets - -
- Sales of business units - :
2. CASH FLOWS USED BY (314,719 (371,623)
- Acquisitions of equity investments - (1,500

- Acquisitions of held-to-maturity investments (289,265 (290,72Y)
- Purchases of property and equipment (19,218 (71,661)
- Purchases of intangible assets (6,236 (7,735
- Purchases of business units - :
NET CASH FLOWSUSED BYINVESTINGACTIVITIES (314,719 (47,623)

C. FINANCING ACTIVITIES 31.12.2013 31.12.2012

- Issue/repurchase of treasury shares - -

- Issue/purchase of equity instruments - -

- Distribution of dividends and other allocations (2,275,453 (1,041,80p)
NET CASH FLOWSUSED BY FINANCING ACTIVITIES (2,275,453) (1,041,80p)
NET CASH FLOWSOF THE YEAR A+B+C 41,236,321[’ 15,624,508
RECONCILIATION

Opening cash and cash equivalents 16,578,919 954,411
Total net cash flows of the year 41,236,327 15,624,508
Closing cash and cash equivalents 57,815,246 16,578,919
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NOTES TO THE FINANCIAL STATEMENTS

The notes to the financial statements include dllewiing parts:

1) Part A — Accounting policies

2) Part B — Notes to the statement of financial positi
3) Part C — Notes to the income statement

4) Part D — Other information

Every part of these notes is divided into secti@ash of which illustrates an individual aspect of
company operations. The sections provide both @i and quantitative information.

Part A — ACCOUNTING POLICIES

A.1 - GENERAL PART

Section 1 - Statement of compliance

The financial statements have been prepared inr@da&coe with the International Financial
Reporting Standards (IFRS) issued by the IASB (i@gonal Accounting Standards Board) and
endorsed by the European Commission, as establishdelU regulation 1606 of 19 July 2002
regulating the endorsement of IFRS and subsequesh@ments and integrations.

The financial statements have been prepared ulagarmats contained in the instructions of
Banca d’ltalia Governor’'s measure dated 21 JanB@fy! “Instructions for the preparation of the
financial statements of financial intermediariesspiant to article 107 of the Consolidated Banking
Act, payment institutions, electronic money indtdns (IMEL), fund management companies
(SGR) and asset management companies (SIM)”, whishsupersede the instructions attached to
the regulation of 13 March 2012.

Section 2 - Basis of preparation

The company has applied the IFRS also with refereadhe “Framework for the preparation and
presentation of financial statements” with par@eukegard to the essential clauses for the
preparation of financial statements relating to ghiaciple of substance over form and the concept
of information relevance and materiality.

The financial statements have been prepared orc@nads basis. The statement of cash flows has
been prepared on a cash basis.

Assets and liabilities and expense and revenuerdseoffset if this is required or permitted by a
standard or interpretation.

The financial statements consist of the statemériinancial position, the income statement, the
statement of comprehensive income, the statemerashf flows, the statement of changes in equity
and the notes thereto. The financial statementsaecempanied by the directors’ report on the
company’s performance and financial position.

The financial statements have been prepared oing goncern basis, in accordance with IAS 1.
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The presentation and classification criteria of financial statements captions are consistent from
one year to the next, unless a change thereimisresl by a standard or interpretation or unless th

is necessary in order to increase the significamzkreliability of presentation. In the event that
standard is revised, this is applied retrospectiaeld the nature, reason and amount of the captions
concerned by the revision are indicated.

The tables provided in the notes to the financiatesnents are in thousands of Euros and also
present prior year comparative figures.

Section 3 — Events after the reporting period

As required by IAS 10, it is reported that in thexipd between the reporting date and the date of
approval of the financial statements, on the basiall currently available information, nothing
arose that would entail an adjustment to the figymesented.

Section 4 — Other matters

Collective impairment losses on performing loans ahreceivables.

In 2013, the company fine-tuned the method usethkculate collective accruals to the allowance
for impairment.

In particular:

- it revised the calculation method for the follogiindicators: EAD (Exposure At Default -
constituting the estimated future value of exposufeen the relevant debtor defaults), PD
(Probability of Default - the probability that tlebtor will default within one year) and LGD (Loss
Given Default — the estimated loss in the evendedftor default) in order to consider the greater
risk of the portfolio of receivables due from thebpc administration;

- it adopted internal loss rates for volumes, mathan using those published by Banca d’Italia for
the entire system, based on a significant periothod (12 quarters) and recognising the default of
debtors by EAD;

- it identified two specific portfolios: “Public adginistration” and “Others”, prudently maintaining
the regulatory LGD of 45% for the latter, while &ppg the average rate of impairment losses on
non-performing loans observed over the past 12teusafor the former.

These changes had a total impact on the 2013 instetement of approximately €5.1 million, and
were reflected in the normalised income statemezggnted in the directors’ report.

Changes to tax provisions for companies in the bairkg, insurance and financial sector,
introduced by Law decree no. 151 of 30 November 281(converted into the Law of 29
January 2014) and the “2014 Stability Law” (Law no.147 of 27 December 2013, which took
effect on 1 January 2014)

The changes with the most significant impact comegr

a) the introduction — solely for the tax period undayvat 31 December 2013 - of an additional
tax levied at a rate of 8.5% compared to the orgi@ES rate of 27.5%, thereby bringing
IRES to 36% in 2013. However, this additional taxniot due on increases due to non-
deductible impairment losses of the year. As & @ne-time increase, it is normalised in the
income statement. Reference should be made toNberalised income statement, net of
non-recurring items” at the end of this paragraghriformation in this respect;

b) an increase in the IRES advance for 2013 up to 13@W4.5% for other IRES taxpayers).

c) the introduction of a new IRES/IRAP deductibilitystem for impairment losses on loans
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and receivables. First, from 2013, the change lsrdianew time period for the deduction of
impairment losses and losses on loans and recewabt IRES purposes from the current
18 years (starting from the year following theicagnition) solely for impairment losses
exceeding 0.3% of total loans and receivables $b fljue years (starting from the year in
which they are recognised) for all impairment I@ess@d losses on loans and receivables
(which were previously entirely deductible in theay of recognition), except for those
realised through sale in exchange for consideratidrich are still immediately deductible.
Secondly, the same deductibility system has betandrd to IRAP as well.

The consequent impact on profit or loss is desdritethe foot of the table in the note to “Income
taxes”.

Greater tax charges of €750 thousand followingitt@duction of the 8.50% increase in the IRES
rate have been reflected in the normalised incdatersent given in the directors’ report.

Other matters

When preparing the financial statements, managemsemtquired to make judgements, estimates
and assumptions that affect the application of dheounting policies, as well as the carrying
amounts of assets, liabilities, expenses and rexerhese estimates and the related assumptions are
based on past experience and factors that managemesiders reasonable in each case, and are
used to estimate the carrying amount of assetdiabidities that would not be easily calculated
using other sources.

These estimates and assumptions are reviewed riggélay changes due to revisions of estimates
are recognised in the year in which the revisioapglied, if it only affects that year. If the renn
affects current and future years, the change isgrésed in the year in which the revision was
applied and in subsequent years.

The financial statements have been audited, asreegloy article 14 of Legislative decree no. 39 of
27 January 2010 and articles 156 and 165 of Lagislaecree no. 58 of 24 February 1998, by the
independent auditors KPMG S.p.A. on which the dialcers, during the meeting of 5 April 2007,
conferred the legally-required audit engagemen@f7-2015.
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A.2 —NOTES TO THE MAIN FINANCIAL STATEMENTS CAPTIO NS

The recognition, classification, measurement anceatgnition criteria for the main financial
statements captions are described below.

A.2.1 Held-to-maturity investments

Held-to-maturity investments are non-derivativeafinial instruments with fixed or determinable
payments and fixed maturity which the company idseand is able to hold to maturity.

The company has classified in this caption variaygkdld investment insurance policies that
guarantee the surety given to the tax authoribeseture a VAT receivable for which the company
is factor and for which it is contractually obligdtto hold to maturity.

Measurement

These assets are recognised at the purchase aptioant at the preparation date of the financial
statements. The amortised cost is recognised utgkerest and similar income” in the income
statement, as a reduction in the carrying amouttiefnvestment (yield capitalisation).

Derecognition

Held-to-maturity investments are derecognised whercontractual rights to cash flows from such
assets expire or when the asset is transferredtinatBubstantial transfer of all the risks and relwa
of ownership.

A.2.2 Loans and receivables

Loans and receivables consist of non-derivativarfaral assets with customers and banks with
fixed or determinable payments, which are notdisia an active market.

Recognition

In accordance with the general principle of substaaver form, an entity may derecognise a
financial asset only if, due to transfer, it haansferred the risks and rewards associated with tha
asset.

Indeed, IAS 39 requires a company to derecogniseacial asset if and only if:

a) the financial asset has been transferred ard, ityisubstantially all the risks and contractual
rights to cash flows from the asset expire;

b) the rewards associated with ownership of thetasslonger exist.

A company transfers a financial asset if, and oy either:
a) transfers the contractual rights to receivectsh flows of the financial asset;
b) retains the contractual rights to receive thehchiows of the financial asset, but assumes a
contractual obligation to pay the cash flows to onenore recipients in an arrangement that meets
all the following conditions:

- the company has no obligation to pay amouatshe eventual recipients unless it

collects equivalent amounts from the original gsset
- the company cannot sell or pledge the finarasakt;
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- the company has an obligation to remit any ciémlvs it collects on behalf of the
eventual recipients without material delay. In @iddi the company is not entitled to
reinvest such cash flows, except for investmentsash or cash equivalents during the
short settlement period from the collection datehi® date of required remittance to
the eventual recipients, nor is it entitled to artgrest earned on such investments.

When the company transfers a financial asset reguih its derecognition in the originator's
financial statements, upon transfer, the compangtraualuate the extent to which it retains the
risks and rewards of ownership of the financiabass

The transfer of risks and rewards is evaluated dyiparing the originator’'s exposure, before and
after the transfer, to the variability in the amtsuand timing of the net cash flows of the transi@r
asset.

The originator substantially retains all the risksl rewards of ownership of a financial assefif it
exposure to the variability in the present valuehef future net cash flows from the financial asset
does not change significantly as a result of thegfer. Conversely, it substantially transferdfagdl
risks and rewards of ownership of a financial agsi$ exposure to such variability is no longer
significant.

In short, one of three situations may arise, wéhain specific effects, as follows:

1) if the company transfers substantially all treks and rewards of ownership of the financial
asset, the company shall derecognise the finamsstt and recognise separately as assets or
liabilities any rights and obligations created etained in the transfer;

2) if the company retains substantially all thé&signd rewards of ownership of the financial asset,
the company shall continue to recognise the firdrasset;

3) if the company neither transfers nor retainstaittially all the risks and rewards of ownersHip o
the financial asset, the company shall determinetidr it has retained control of the financial
asset. In this case:

- if the company has not retained control, it Eld@recognise the financial asset and
recognise separately as assets or liabilities agiytsr and obligations created or
retained in the transfer;

- if the company has retained control, it shahtawue to recognise the financial asset to
the extent of its continuing involvement in theafintial asset.

Whether the company has retained control of thesfeared asset depends on the transferee’s
ability to sell the asset. If the transferee hasphactical ability to sell the asset in its enir® an
unrelated third party and is able to exercise #mlity unilaterally and without needing to impose
additional restrictions on the transfer, the conyplas not retained control. In all other cases, the
company has retained control.

The accounting treatment for the most frequentlgdut/pes of transfer of a financial asset are
significantly different:

1) in the event of factoring without recourse (with any guarantee), the originator may
derecognise the transferred assets;

2) in most cases of factoring with recourse, tls& associated with the transferred asset remains
with the seller and, accordingly, the transfer do@smeet the requirements for derecognition of the
transferred asset.

The company has recognised receivables acquirdutirecourse only after verifying that there
are no contractual clauses that would eliminateeffect of the substantial transfer of all riskslan
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rewards. With respect to the portfolio of receiwabtransferred with recourse, only the amounts
paid to the originator as advances on the fee eregnised and maintained in the financial
statements.

More specifically, these types of contracts retatthe following:

a) receivables transferred with recourse and withegal recourse (without derecognition by the
originator) are recognised, but only to the extdramounts paid to the originator as an advance on
the fee, including interest and accrued chargegy H®re initially recognised on the basis of the
advanced fee to the originator for the transfahefreceivables;

b) receivables acquired definitively without receeir with the substantial transfer of risks and
rewards and maturity receivables paid at the dte ai@e recognised at the nominal amount of the
transferred invoices (with derecognition by thegwmrator). They are initially recognised at the

nominal amount of the receivable (equal to faiueyj

c) receivables acquired for significantly less ththeir nominal amount are recognised at the
amount actually paid upon acquisition, due to thadferred debtor’s financial situation;

d) loans granted for future receivables not undeglyfactoring transactions and instalment loans
are recognised at the amount of the loan, inclutitegest and accrued fees.

Measurement

Loans and receivables are initially recognisechairtnominal amount and subsequently measured
at amortised cost, using the effective interestiozbt

Other than performing loans and receivables, whimtsist of those classified as non-performing,
doubtful, restructured and past due, are measuacdkddually, considering the objective possibility
of impairment.

The criteria applied when calculating the impairtméssses to be recognised on loans and
receivables are based on the discounting of expecash flows, including both principal and
interest, considering any guarantees securingrtf@iats. In order to calculate the present value of
the cash flows, the identification of estimatedextions, the related due dates and the discotmt ra
to be applied are fundamental elements when eadheofoans/receivables is classified as non-
performing.

When projecting the recovery of other than perfoigripans and receivables, the company refers to
individual recovery plans, if such are availabled aif they are not, estimated, flat amounts based
on internal historical data, research in the seatat third party appraisals, on the basis of object
data and information inferable about each positidrese estimates are performed considering the
specific solvency of the debtor, the originator #mel guarantor.

A loan or receivable is considered “other than quening” when it is probable that the company
will not recover the entire amount, on the basishef original contractual terms, or an equivalent
amount. It is fully cancelled when it is believede unrecoverable or if it is entirely derecogdise

Impairment losses recognised on impaired loans racdivables are reversed only when it is
reasonably certain that more of the loan or retdévavill be recovered than the post-impairment
amount, within the limit of amortised cost.

Performing loans and receivables relate to aseetsHich the company has not noted any objective
losses and, accordingly, has measured collectivelparticular, impairment losses are estimated
using measurement methods based on a calculatmmithim (EAD x PD x LGP), aligned for
compliance with the relevant legislation.

Derecognition

28



Loans are derecognised when the contractual rightiseir cash flows expire, when they are sold,

with the substantial transfer of all the risks aadiards of ownership or when they are considered
definitively unrecoverable. They are reinstated mvilee reasons for their impairment no longer

apply. The amount of the losses is recognised afitpor loss, net of previous impairment losses.

Reversals of previously impaired amounts are reisegnin profit or loss, as a reduction in net

impairment losses on loans and receivables.

A.2.3 Equity investments
Recognition and measurement

This caption consists of investments in associatésch the company has acquired and holds as
long-term investments. Investments in associatesnagasured at cost, adjusted to reflect any
necessary impairment losses.

When there is evidence of an impairment loss, #weverable amount of the equity investment is
estimated, considering the present value of futagh flows that the equity investment could
generate, including its final sale price.

The impairment process begins when there are indnsathat lead the company to assume that the
investment’s carrying amount may not be recovefégse indications may be either qualitative or
guantitative. Qualitative indications relate to thevestee’'s profitability and future earning
prospects, while quantitative indications relateatoestimate of a significant or prolonged decline
in the investment’s fair value to below its cargiamount.

If the recoverable amount of an equity investmerless than its carrying amount, the difference is
recognised in profit or loss. If the reasons fa tinpairment no longer apply following an event
that occurs after the recognition of the impairmiess, it is reversed in profit or loss, up to the
amount of historical cost.

Derecognition

Equity investments are derecognised when the adotahrights to cash flows arising from the
assets expire or when the financial asset is satt, the substantial transfer of all associatellsris
and rewards.

A.2.4 Property and equipment
Recognition and classification

This caption includes furniture, plant and otherchiaes and equipment owned for use by the
company for a period longer than one year.

Property and equipment are initially recognisedaat, including all expenses directly related ® th
use of the asset. Ordinary maintenance costs engmised directly in profit or loss.

Measurement

Subsequent to initial recognition, items of propeahd equipment are measured at cost, net of

accumulated depreciation and any impairment losHesir depreciable amount, which is equal to

cost less residual value (i.e., the amount the @mypvould normally expect to receive from

disposal, less expected disposal costs), is dig&tib systematically over their useful life, with

depreciation charged on a straight-line basis. 8aation begins when the asset becomes available

for use and ends when the asset is derecognisedrdiagly, depreciation does not end when an
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asset is idle or withdrawn from use, unless itdlesady been completely depreciated.

Material leasehold improvements, which mainly relat the cost of renovating leased property, are
depreciated for no longer than the term of thetedléease agreement.

Derecognition

An item of property and equipment is derecognisedmsold or when it is permanently withdrawn
from use and the company does not expect any fettoromic benefits from its disposal.

A.2.5 Intangible assets

An intangible asset is an identifiable, non-monetasset without physical substance used in the
company’s activity.
An asset is identifiable when:

- it is separable, i.e. capable of being separatativided and sold, transferred, licensed, remed
exchanged,;

- it arises from contractual or other legal rightsgardless of whether those rights are transferabl
or separable from other rights and obligations.

Assets are characterised by the fact that theybeatontrolled by the company as the result of past
events and it is assumed that the asset will genéuture economic benefits that will flow to the
company and that the company may limit third partiem accessing such benefits.

The future economic benefits of an intangible ass&y include income from the sale of goods or
services, cost savings or other benefits arisiomfthe company’s use of the asset.

An intangible asset is recognised as such if, anygl i@

a) it is probable that the future estimated ecordmenefits attributable to the asset will flow e t
company;
b) the cost of the asset can be reliably determined

Recognition and classification

Intangible assets mainly consist of applicationtvgafe to be used in the long-term. They are
recognised at cost, and any expenses incurredMolpinitial recognition are capitalised only if
they generate future economic benefits and onllyay can be reliably determined and allocated to
the asset.

Measurement

Intangible assets with definite useful lives areognised at cost, net of accumulated amortisation
and any impairment losses.

Amortisation is calculated systematically over thest estimate of the asset’s useful life, on a
straight-line basis. Amortisation begins when thget becomes available for use and ends when the
asset is derecognised.

Derecognition

Intangible assets are derecognised upon disposahen the asset is permanently withdrawn from
use.
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A.2.6 Tax assets and liabilities

Tax assets and liabilities are recognised in statgrof financial position captions 120 — Tax assets
and 70 — Tax liabilities.

Current tax assets and liabilities

Current taxes and those relative to prior years,nloti yet paid, are recognised as liabilities. Any
amounts paid in excess of the balance due aremmssabas assets.

Current tax assets and liabilities relative to tierent or prior years are measured at the amount
expected to be paid to/recovered from the tax ailib®, applying current tax rates and tax
legislation. Tax assets/liabilities also include tisk of any tax dispute.

As the company has opted to participate in theonatitax consolidation scheme with its parent, the
above applies only to IRAP (regional tax on prodachctivities).

Assets and liabilities from/to the parent in raatito IRES (corporate income tax) are recognised
under Other assets and Other liabilities.

Deferred tax assets and liabilities

Deferred tax liabilities are recognised on all taleademporary differences.

Deferred tax liabilities are recognised in statetarfinancial position caption 70 — Deferred tax
liabilities.

Deferred tax assets are recognised on deductivlpaiary differences if it is probable that taxable
profit will be generated against which the deduettemporary difference may be used.

Deferred tax assets are recognised in statemefibhaicial position caption 120 — Deferred tax
assets.

Deferred tax assets and liabilities are constamibyitored and calculated at the tax rates expected
to be applicable when the tax asset will be redlise the tax liability settled, considering tax
legislation currently in effect.

A.2.7 Financial liabilities
Recognition

Financial liabilities include both bank borrowingsd the residual fee not yet paid to originators fo
the definitive acquisition of receivables withoatourse.

These liabilities are recognised when the fundsedhiare received. They are recognised at their fair
value, which includes any additional income/expethse is directly attributable to the transaction
and determinable from inception, regardless of whenpaid.

Measurement

After initial recognition, financial liabilities & measured at amortised cost, using the effective
interest method. Financial liabilities with an onigl term of less than one year are recognisekeat t
nominal amount collected, as the use of amortisstl does not give rise to significant changes. In
these cases, any income and expense directlyudtthile to the transaction are recognised in profit
or loss, under the relevant captions.
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Derecognition

Financial liabilities are derecognised when settiedxpired.
A.2.8 Post-employment benefits

Recognition

Post-employment benefits are considered definedftigslans and, as such, the relevant obligation
must be calculated using actuarial techniques aswbdnted, as the liability may be settled long
after the employees provided the related service.

The amount recognised as a liability is equal to:

(a) the present value of the defined benefit obligatibthe reporting date;
(b) plus any actuarial gains (less any actuarial Iggse®gnised in a specific equity reserve;
(c) less the fair valuef any plan assets at the reporting date.

Measurement

Actuarial gains and losses, which are recognisea ispecific valuation reserve under equity,
include the effects of adjustments arising from réf@rmulation of previous actuarial assumptions
due to actual experience or due to changes inaifme issumptions.

For discounting purposes, the projected unit cnedithod is used, which considers each individual
service period as separately giving rise to antemdil unit of post-employment benefits, together
forming the final obligation. This additional umst calculated by dividing the total expected sezvic
by the number of years from hire to the expectegramt date. This method provides for the
projection of future expenditure on the basis atdrical/statistical analyses and the demographic
curve and the discounting of such flows at the mtnkterest rate. The rate used for discounting
purposes was determined, with respect to the maiktt of high-quality corporate bonds at the
reporting date, as an average of swap, bid andaésg, suitably interpolated for interim maturities

A.2.9 Provisions for risks and charges
Recognition and measurement

The provisions for risks and charges relate toageror probable costs and charges of a specific
nature, the amount or due date of which are unkratvthe reporting date.

Accruals to the provisions for risks and chargesracognised only when:
- there is a present obligation (legal or constr@jtas a result of a past event;

- itis probable that an outflow of resources willfeguired to settle the obligation;

- areliable estimate can be made of the obligation.

The accrual recognised reflects the best estinfatieecoutflow required to settle the obligation at
the reporting date, as well as the risks and uaceies that inevitably characterise a plurality of
factors and circumstances. The accrual is equtid@resent value of the amount expected to be
needed to settle the obligation if the time valtimoney is material.

Future events that could affect the amount needeskttle the obligation are considered only if
there is sufficient objective evidence that thel} aecur.
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Contingent liabilities are not recognised but aseldsed, unless they are deemed remote.

A.2.10 Foreign currency transactions
Recognition

Foreign currency transactions are initially receguiin the presentation currency, by applying the
exchange rate ruling at the date of the transaction

Measurement

At each reporting date, foreign currency captiamsratranslated at the closing rate.

Exchange rate gains and losses arising from thensation of foreign currency items at rates that
differ from those applied at initial recognitionrchg the year or in previous financial statememés a
recognised in profit or loss in the year in whibky arise.

A.2.11 Recognition of revenue and expense
Definition
Revenue is the gross inflow of economic benefitsirag from the company’s ordinary operating

activities, when such flows generate increasegyintg other than increases due to shareholders’
injections.

Recognition
Revenue is measured at the fair value of the ceraidn received or due and is recognised when it
can be reliably estimated.

Revenue from the provision of services can be blieestimated when all of the following
conditions have been met:

- the amount of the revenue can be reliably measured,;

- itis probable that the economic benefits arismogrf the transaction will flow to the company;

- the transaction’s percentage of completion atépenting date can be reliably measured;

- costs incurred for the transaction and costs toptetion can be reliably calculated.

Revenue recognised on the provision of servicesciggnised on a percentage of completion basis.

Revenue is only recognised when it is probable tirateconomic benefits of the transaction will
flow to the company. However, when the recovergbdi an amount already recognised as revenue
becomes uncertain, the non-recoverable amountjeoatount the recoverability of which is no
longer probable, is recognised as an expense riidweias an adjustment to the original revenue.

Revenue from third party use of the company’s assgénerating interest or dividends, is
recognised when:

- it is probable that the economic benefits ofttla@saction will flow to the company;
- the amount of the revenue can be reliably medsure

Interest is recognised on an accruals basis camsidie actual return on the asset.
Dividends are recognised when the shareholdersthaveght to receive payment.

Expense is recognised when it is incurred, in atamoce with the principle of matching expense and
revenue that derive directly or jointly from thersatransactions or events. Expense that cannot be
associated with revenue is immediately recognisguafit or loss.

33



Other matters

Although the company owns investments in associatesas exercised its right under current
legislation to not prepare consolidated finandiatesnents, as these are prepared by the parent, UBI
Banca S.c.p.A., with registered office in Piazza/&neto 8 — Bergamo.

A.4 — FAIR VALUE DISCLOSURE

Qualitative information

IFRS 13 defines fair value as the price that wdaddreceived to sell an asset or paid to transfer a
liability in an orderly transaction between margatticipants at the measurement date.

The company measures the fair value of financis¢t@sand liabilities using the quoted price in an
active market or, if that price is not availablesing measurement models for other financial
instruments.

A quoted price in an active market provides the tmekable evidence of fair value and shall be
used without adjustment to measure fair value whenavailable (level 1 fair value).

A market is considered active when transactiongHerasset or liability take place with sufficient
frequency and volume to provide pricing informataman ongoing basis.

A financial instrument is regarded as listed inative market if listed prices are readily and
regularly available from an exchange, dealer oorimftion provider and those prices represent
actual regularly occurring market transactions w@iamn’s length basis.

Financial instruments that are not considered stediin an active market are mainly measured
using techniques that aim to adequately reflecttwher market price might be at the measurement
date.

The measurement techniques used include:

- reference to market values indirectly associatéti the instrument to be measured, based on
similar products in terms of risk profile (levefdr value);

- measurements based also on non-market inputilas@d using meaningful estimates and
assumptions prepared by an expert (level 3 faure)al

IAS 39 provides for specific categories into whigiancial assets and liabilities measured at fair
value are classified. The relevant categories sfelbbws:

Financial assets held for trading: Caption 20

Financial assets at fair value through profit @staCaption 30

Available-for-sale financial assets: Caption 40

Financial liabilities held for trading: Caption 30

Financial liabilities at fair value through prodit loss: Caption 40.

None of these categories are included in UBI F&torancial statements.

However, the following other categories measuredost or amortised cost are included in UBI
Factor’s financial statements:

- Held-to-maturity investments: Caption 50

- Loans and receivables: Caption 60

- Financial liabilities: Caption 10.

In accordance with IFRS 13, the fair values of ¢hggpes of assets and liabilities, which are not
recognised at fair value, are reported in the nmtéle financial statements and, in particulathim
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sections of Part A) - “Accounting policies - A.4iFvalue disclosure” and Part B) - “Notes to the
statement of financial position”, using the reqdisehedules.

A description of the calculation of the fair valugisthese assets and liabilities was given above in
the paragraph “Fair value measurement”.

Given the characteristics of the assets and loassrithed above and, in particular:
> caption 50- consisting of variable yield life investmentlipees with SAl Fondiaria, with
yield not lower than 2.0%, which are pledged torgotee the surety given to the tax
authorities to secure a VAT receivable for which IUBactor is factor and which it is
contractually obliged to hold to maturity (Decemt®€15). The annual change consists
solely of the capitalisation of interest accruedha year (2% in the past three years). The
carrying amount corresponds with the policy redeompprice;
> asset caption 60 and liability caption 10 consisting of loans (received/given) with
unknown or short-term maturities.

The carrying amount, net of any individual impaimh&sses (including those due to discounting)

or collective impairment losses, is a fair approadiion of fair value.

Quantitative information

Total at 31.12.2013 Total at 31.12.2012
Assets/liabilities not measured at fair value Fair value Fair value
or measured at fair value on a non-recurring basis L1 L1
1. Held-to-maturity investments 9,294 9,296 - 9,0¢7 - 9,007 -
2. Loans and receivables 2,344,029 - - 2,344,0p9 2,409,(|)64 - - 2,409,064

3. Investment property
4. Non-current assets held for sale and discontirapeerations|

2,353,325 E 296 2,344,029 2,418,071 -
1. Financial liabilities 2,209,50% - - 2,209,505 2,276,172 - - 2,2714172
2. Outstanding securities - E E : 1 1

3. Liabilities associated with discontinued operas

2,209,50% r - 2,209,505 2,276,172

Key:

CA = Carrying amount
L1=Level 1

2= Level 2

L3=Level 3
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Part B— NOTES TO THE STATEMENT OF FINANCIAL POSITI ON

ASSETS

Section 1 — Cash and cash equivalents - Caption 10
€4 thousand (- €9 thousand)

This caption consists of banknotes and coins vagall tender, bank cheques, banker’s drafts and
tax stamps.

31.12.2013 31.12.201.

a) Cash 4 13
b) Deposits with Central Banks

Total 4 13

Section 5 — Held-to-maturity investments - Captiorb0
€9,296 thousand (+ €289 thousand)

This caption includes variable yield life investrhgrolicies with SAI Fondiaria, with yield not
lower than 2.0%, which are pledged to guaranteestinety given to the tax authorities to secure a
VAT receivable for which the company is factor dadwhich it is contractually obligated to hold
to maturity (December 2015).

The change shown in point B.4 of Table 5.2 rel&tethe capitalisation of interest accrued in the
year.

5.1 Held-to-maturity investments: analysis by debtdissuer

Carrying  Fair value at 31.12.2013 Carrying Fair value at
amount at amount at 31.12.2012

31.12.2013 L1 L2 L3 31.12.2012 L1 L2 L3

1. Debt instruments

1.1 Structured instruments
a) Government and Central
Banks

b) Other government agencies
c) Banks

d) Financial institutions

e) Other issuers

1.2 Other instruments

a) Government and Central
Banks

b) Other government agencies
c) Banks

d) Financial institutions
e) Other issuers 9.2¢ 9.296 - 9.007 9.007 -
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2. Loans

a) Banks

b) Financial institutions

c¢) Customers

Total 9.296
L1 =level 1; L2 = level 2; L3 = level 3.

5.2 Held-to-maturity investments: changes in the ya

A. Opening balance

Debt
instruments

9,00y

Loans

Total

9,047

B. Increases

289

284

B1. Purchases -
B2. Reversals of impairment losses -
B3. Transfers from other portfolios -
B4. Other increases 89 $89
C. Decreases - - -
C1. Sales -
C2. Repayments -
C3. Impairment losses -
C4. Transfers to other portfolios -
C5. Other decreases -

D. Closing balance 9,296 - 9,296

D)

Section 6 — Loans and receivables - Caption 60
€2,344,029 thousand (- €157,841 thousand)

This caption mainly consists of loans and advamneesiginators and receivables from debtors as a
result of factoring activities.

6.1 Loans and receivables with banks
€67,710 thousand (+ €44,660 thousand)

These mainly consist of positive balances due toptgary liquidity in current accounts and

deposits with banks. Financing consists of amouhie from banks in relation to factoring
activities, including past due amounts of €8,2Gfuand being settled.
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Total at 31.12.2013 Total at 31.12.2012

Fair value Fair value
Carrying amount Carrying amount
L2 L1 L2
1. Deposits and current accounts 57,811 57,811 66l6,5 16,566
2. Loans 9,764 9,764 6,371 6,371

2.1 Reverse repurchase agreements
2.2 Finance leases

2.3 Factoring 9,764 9,7p4 6,371 6,371
- with recourse - -
- without recourse 9,764 9,764 6/371 78,3

2.4 Other loans - -
3 Debt instruments - -
- structured instruments
- other debt instruments
4, Other assets 135 134 11B 113

67,710 23,050

L1 =level 1; L2 = level 2; L3 = level 3.

The fair value matches the carrying amount sinesdtare current amounts.

6.2 Loans and receivables with financial institutios
€61,387 thousand (- €19,154 thousand)

Total at 31.12.2013 Total at 31.12.2012
Carrying amount Fair value Carrying amount Fair value
Performing Impaired Performing Impaired
L1 L2 L3 L1 L2 L3
Acquired Other Acquired  Other
1. Loans 56,543 4,800 61,343 80,608 80,508
1.1 Reverse repurcha
agreements
1.2 Finance leases
1.3 Factoring 56,439 56,434 54,096 54,096
- with recourse 56,439 56,434 54,095 54,095
- without recourse 1 1
1.4 Other loans 104 4,400 4,004 26412 26,412
2 Debt instruments -
- structured instruments
- other debt instruments
3. Other assets 14 44 33 33
Total 56,587 4,800) 61,387 80,541 80,

L1 =level 1; L2 =level 2; L3 = level 3.
The fair value matches the carrying amount sinesdtare current amounts.

6.3 Loans and receivables with customers

€1,948,155 thousand (- €90,541 thousand)

Loans and receivables with customers mainly amem ffactoring activities, the disbursement of

loans and loans granted for a specific purpose.

Loans and receivables consist of:

1) receivables factored with recourse, which acegaised in line with the amount advanced;

2) receivables factored without legal recourse, which do not meet recognition requirements,
and the advance is therefore recognised;

3) receivables factored without recourse, whichehagen definitively acquired,

4) paid at maturity receivables with debtor paynuaaferrals;
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5) receivables acquired for an amount significatatlyer than their nominal amount (price paid);
6) advances against future receivable portfoliagh@ut the transfer of the underlying receivable);

7) loans for specific purposes.

Total at 31.12.2013

Total at 31.12.2012

Total ~ 1,948,15% L 266,777 - - 2,214,932

2,016,513

288,960

Carrying amount Fair value Carrying amount
Performing Impaired Performing Impaired
L1 L2 L3
Acquired Other Acquired Other
1. Loans 1,947,99 | 266,717 |- |- 2,214,770 2,016,340 288,96 2,305,30
1.1 Finance leases
including: without final purchase option
1.2 Factoring 1,844,51 I 266,175 - |-2110,690 1,935[50 234, 2,223,27p
- with recourse 1,138,339 235,200 1,3%8,3 1,277,73p 236,482 1,514,218
- without recourse 706,376 30,975 734,35 657,414 51,638 709,062
1.3 Consumer credit
1.4 Credit cards
1.5 Loans granted in relation to payment
for services provided
1.6 Other loans 103,47 60p 104,080 81,19(¢ 84 82,030
including: fromenforcement of guarantees
and commitments
2 Debt instruments
2.1 Structured instruments
2.2 Other debt instruments
3. Other assets 162 163 173 17

L1 =level 1; L2 = level 2; L3 = level 3.
The fair value matches the carrying amount sinesdtare current amounts.
Total loans and receivables relating to the Pdlistnch amount to €114,554 thousand.

6.4 Loans and receivables: guaranteed assets

Total at 31.12.2013

Loans and

Total at 31.12.2012

Loans and Loans and

receivables with Loans andreceivables:

Loans and

receivables with Loans andreceivables

receivables receivables

. financial with customers !
with banks L with banks
institutions

CA Fv CA Fv Fv

FV

financial with customers
institutions

FV

FV

1. Performing assets guaranteed

- Assets under finance lease

- Factoring loans

1,429,778 1,429,718

1,568,

13

1,568

- Mortgages

- Pledges

- Personal guarantees

- Credit derivatives

2. Impaired assets guaranteed by:

- Assets under finance lease

- Factoring loans

- Mortgages

- Pledges

- Personal guarantees

- Credit derivatives

- 1,429,778 1,429,778

CA = carrying amount of assets
FV = fair value of the guarantees

- 1,568,3135@8,31%

313

The fair value of guarantees of factoring receigalvelates to the total amount of receivables for

with recourse factoring.

Section 9 — Equity investments - Caption 90
€393 thousand (no change)
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This caption includes the company’s interest ingreup companies UBI Sistemi e Servizi S.c.p.A.
and UBI Academy S.c.r.l., the latter having beequared in 2012.

9.1 Equity investments: information on investments

v
Carrying % of %0l Reg. Total Total Profit for Listed

: available )
amount investment votes office  assets (1) revenue (1)

Equity (1)  previous year
@

Company name (Yes/No)

A. Wholly owned

B. Jointly controlled

C. Subject to significant influence
* UBI Sistemi e Servizi S.c.p.A. 3p1 0.74% 0.74%e&ia 235,697 326,150 51,352 - No
* UBI Academy Soc. Cons. ar.l. 2 1.5p% 1.50% Beng na na na - No

Total 393
(1) Data at 31.12.2012

Although the percentage of the company’s investrirettBI Sistemi e Servizi S.c.p.A. is less than
20%, it is not classified as an available-for-dalancial asset, but rather under equity investsent
because of the UBI Banca Group’s investment thereatwithstanding the fact that exclusive
control can only be attributed to the parent UBh&a S.c.p.a.. Accordingly, UBI Factor S.p.A.
classifies this investee as “subject to signifidafiience”.

There is no qualitative and/or quantitative evideatimpairment losses on the carrying amounts.

There was no change with respect to 31 Decembet. 201

9.3 There are no equity investments securing liabiles or commitments.
9.4 There are no commitments relating to equity ingstments.

Section 10 — Property and equipment - Caption 100

€224 thousand (- €122 thousand)

This caption consists of property and equipmend us@perations.

It is depreciated in accordance with IAS 16 onlihsis of each asset’s useful life.

10.1 Property and equipment used in operations: astss measured at cost
Total at Total at

31.12.2013 31.12.2012
1. Owned assets 224 346

a) land

b) buildings

c) furniture 87 96

d) electronic equipment 18 39

e) other 119 211
2. Assets under finance lease - -

a) land

b) buildings

c) furniture

d) electronic equipment
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e) other
Total 224 346

Owned assets used in operations include “Otherichvisubstantially relates to furnishings and

improvements to the Milan office, the Polish braechew operating office and the office of the
operating unit in Pordenone.

10.5 Property and equipment used in operations: clmmes in the year

Furniture Electronic Total

equipment

A. Opening balance -
D.1 Total net impairment losses -

A.2 Opening net balance 96 39 211 346
B. Increases 10 7 2 19
B.1 Purchases 10 7 2

B.2 Capitalised leasehold improvements
B.3 Reversals of impairment losses
B.4 Fair value gains recognised in: - - - -
a) equity
b) profit or loss
B.5 Exchange rate gains
B.6 Transfers from investment property
B.7 Other increases

C. Decreases (19) (28) (95) (141)

C.1 Sales

C.2 Depreciation (19) (28) (95)

C.3 Impairment losses recognised in: - - - -
a) equity

b) profit or loss
C.4 Fair value losses recognised in: - - - -

a) equity

b) profit or loss
C.5 Exchange rate losses
C.6 Transfers to:

a) investment property

b) assets held for sale
C.7 Other decreases
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D. Closing net balance 87 18 119 224
D.1 Total net impairment losses
D.2 Closing gross balance 87 18 119 224

E. Measurement at cost 87 18 119 224

Analysis of useful life (in years) of each item géroperty and equipment:

Useful life Years
Furniture 8.3
Hectronic equipment 25
Other:

- Office machines 8.3
- Communication systems 4.0
- Office furnishing 6.0

Section 11 - Intangible assets - Caption 110
€48 thousand (- €521 thousand)

This caption includes software licences. It is a@msed in accordance with IAS 38 on the basis of
each asset’s useful life. The useful life of softvlicences is five years.

11.1 Analysis of caption 110 Intangible assets

31.12.2013 31.12.2012
Assets Assets Assets
Assets measure .
measured at measured at measured at fair|
) at cost
cost fair value value
1. Gooadwill - - - E
2. Other intangible assets:

2.1 owned 48 E 564

- internally generated - - - -
- other 48 E 564

2.2 under finance lease - - . i
Total 2 48 : 56

3. Assets under finance lease:

3.1 assets with unexercised purchase optio E - E E

3.2 assets withdrawn following termination - - - -

3.3 other assets - - 4 i
Total 3 - - i i

4. Assets under operating lease - - - B

Total (1+2+3+4)

Total (assets at cost + assets at fair valLie)
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11.2 Intaniible assets: chanies in the iear

A. Opening balance 569
B. Increases 6
B.1 Purchases 6

B.2 Reversals of impairment losses
B.3 Fair value gains recognised in: -
- equity
- profit or loss
B.4 Other increases

C. Decreases (527
C.1 Sales
C.2 Amortisation (7
C.3 Impairment losses (456
- equity
- profit or loss (456
C.4 Fair value losses recognised in:
- equity
- profit or loss
C.5 Other decreases
D. Closing balance 48

The impairment loss of €456 thousand relates to rmdual unamortised amount of the
management software licence - the basic versigheohew IT system - acquired in 2010 and not
used in the advanced version set up in 2013. Thepaay decided to impair it when the system
was not rolled out (see also table 11.1 — Amorbosatind net impairment losses on intangible

assets).

Section 12 — Tax assets and liabilities
12.1 Analysis of caption 120 Tax assets: current drdeferred
€14,826 thousand (+ €3,893 thousand)

31.12.2013 31.12.2012

A) Current tax assets 3,987 2,660
B) Deferred tax assets 10,839 8,272
Deferred tax assets recognised in profit or loss 01622 8,068
- Impairment losses on loans and receivables 10,018 7,278
- Accruals to provisions for risks and charges 389 594
- Intangible assets 81 -
- Personnel expense 53 99
- Other sundry 81 97
Deferred tax assets recognised in equity 217 204
- Personnel expense 217 204
Total deferred tax assets 10,839 8,272

- Temporary differences not included in the catioh
of deferred tax assets - -
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Total recognisable deferred tax asset 10,839 8,272

12.2 Analysis of caption 70 Tax liabilities: currebhand deferred
€3,628 thousand (- €610 thousand)

31.12.2013 31.12.2012

A) Current tax liabiliites 3,621 4,230
b) Deferred tax liabilities 6 7
Deferred tax liabilities recognised in profit or loss 6 7
- Accruals to the allowance for impairment - -
- Other 6 7

Deferred tax liabilities recognised in equity - -
- Other sundry - -

Total deferred tax liabilities 6 7

- Temporary differences not included in the cadtioh
of deferred tax liabilities - -

Total recognisable deferred tax liabilities 6 7

12.3 Changes in deferred tax assets (recognisedprofit or loss
31.12.2013 31.12.2012

1. Opening balance 8,068 2,271
2. Increases 3,357 6,020
2.1 Deferred tax assets recognised in the year 3,357 6,020

a) relative to prior years - -

b) due to change in accounting policies - -

c) reversal of impairment losses - -

d) other 3,357 6,020

2.2 New taxes or increases in tax rates - -

2.3 Other increases = =

3. Decreases (803) (223)
2.1 Deferred tax assets derecognised in the yea (803) (223)
a) reversals (803) (223)

b) impairment due to non-recoverability - -

¢) due to change in accounting policies - -

d) other - -

3.2 Reduction in tax rates = =

3.3 Other decreases - -

a) conversion into tax assets pursuaniaiw ho. 214/2011

b) other
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| 4. Closing balance ‘ 10,622| 8,068‘

The increase (2d) is mainly due to the recognitibdeferred tax assets (IRES of 27.50% and, since
2013, IRAP of 5.57% as well) on the portions of amment losses on loans and receivables in
excess of the tax amounts, amounting to €9.5 milled 31 December 2013 (deducible for
IRES/IRAP purposes in fifths from the year in whittey are recognised) and €19.5 million in
2012 (the amount exceeding 0.3% of loans and rabkdg, deductible over 18 years starting from
the year following recognition). The other iteme detailed in table 12.1.

12.3.1 Changes in deferred tax assets as per Law.214/2011
(recognised in profit or loss)

31.12.2013 31.12.2012

1. Opening balance 7,278 2,020
2. Increases 3,156 5,375
3. Decreases (416) (117)

3.1 Reversals (416) (117)

3.2 Conversion into tax assets - -
a) deriving from loss for the year - -
a) deriving from tax losses - -

3.3 Other decreases - -

4. Closing balance 10,018 7,278

These amounts relate exclusively to deferred taetason impairment losses and losses on loans
and receivables exceeding the deductible portiotiRES and IRAP purposes.

There were no changes in deferred tax assets,oeitkiersion into tax assets in accordance with
Law no. 214/2011.

12.4 Changes in deferred tax liabilities (recogniskin profit or loss)

31.12.2013 31.12.2012

1. Opening balance 7 1
2. Increases 1) 6
2.1 Deferred tax liabilities recognised in tear (1) 6

a) relative to prior years -
b) due to change in accounting policies - -
c) other (1) 6
2.2 New taxes or increases in tax rates - -
2.3 Other increases = -
3. Decreases - -
3.1 Deferred tax liabilities derecognised ie ykear 1 -
a) reversals - -
b) due to change in accounting policies - -

c) other - -
3.2 Reduction in tax rates - -
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3.3 Other decreases - -

4. Closing balance 6 7

12.5 Changes in deferred tax assets (recognisedeiquit

Total at Total at

31/12/2013 31/12/2012

1. Opening balance 204 127
2. Increases 13 77
2.1 Deferred taxassets recognised in the year 13 71

a) relative to prior years - -

b) due to change in accounting policies - -

c) other 13 71

2.2 New taxes or increases in taxrates > 9
2.3 Other increases - -
3. Decreases - -
2.1 Deferred taxassets derecognised in the yea - -
a) reversals - -

b) impairment due to non-recoverability - -

c¢) due to change in accounting policies - -

d) other - -

3.2 Reduction in taxrates = 9
3.3 Other decreases - -
4. Closing balance 217 204

“Other increases” refer to deferred tax assetsctuagial gains/losses on post-employment benefits.

12.6 Changes in deferred tax liabilities (recogniskin equity)
There were no changes in the year.

Section 14 — Other assets — Caption 140
€11,718 thousand (+ €2,426 thousand)

14.1 Analysis of caption 140 Other assets

This caption consists mainly of the following:

31.12.2013 31.12.2012

Taxconsolidation assets from the parent 8,812 5,63p
Receivables from social security institutions 117 1,038
Portfolio of bills under reserve 1,755 2,02p
Other items 920 388
Prepayments and accrued income (not allocated) 114 214
Total 11,718 9,29:

Tax consolidation assets from the parent consisheffirst IRES advance paid in June 2013 and
other receivables that arose as part of the ndtiamaconsolidation scheme, including tax assets
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relating to foreign revenue (the Polish branch) #rel effects of Law decree no. 16 of 2 March
2012 related to the claim for IRES reimbursemestalculated due to IRAP being deductible on
personnel expense, including for years prior to22(@2D07-2011).

At 31 December 2012, receivables from social secumstitutions consist of amounts recognised
against the initial provision for the dispute argsifrom the classification of contributions as doe
INPS (the Italian social security institution) &RDAI (the Italian pension institution for managers
of industrial companies) following the change oftitution at the end of the 1990s. The
contributions related to former managers of the gamy (receivables of €921 thousand against an
accrual to the provision for risks of €520 thougeemd of the merged Factor Nord (€117 thousand).
In 2013, after INPS conducted another investigatotih negative findings and considering the
opinion of the company’s lawyer, according to whtmere are no residual contributions to be
refunded to the company, the company impaired #oeivable by €921 thousand, utilising the
entire provision for risks and recognising the remmg €401 thousand in profit or loss for the year
(under Other operating income and expense).

At 31 December 2013, loans and receivables deatdagen residual amount of €117 thousand
(former Factor Nord) for which executive action hegun to recover amounts due from INPS (the
Italian social security institution).

The bills under reserve portfolio balances relatarhounts credited to the company in the first few
days of January 2014.

Other items mainly relate to advances to serviogigers, receivables from the parent for seconded
employees, loans to employees, provisions for cds{zosits on rent contracts and franking.

Prepayments (not allocated) relate to services @schease and maintenance instalments and
customer information.
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LIABILITIES

Section 1 — Financial liabilities - Caption 10
€2,209,505 thousand (- €66,667 thousand)

1.1 Financial liabilities

This caption includes accrued interest expens&45€housand on bank current account overdrafts
and loans.

Total at 31.12.2013 Total at 31.12.2012
financial financial
L customers L customers
institutions institutions
1. Loans 1,778,418 - - 2,192,483
1.1 Repurchase agreements = = = -
1.2 Other loans 1,778,478 - - 2,192/483

2. Other financial liabilities

2,201,324

Fair value- level 3

Total financial liabilities relating to the Poliginanch amount to €106,550 thousand.

Loans mainly consist of funding from the parent UBdnca. Other financial liabilities relate to
current account overdrafts.

Other financial liabilities with customers incluttee residual fee not yet paid to originators fa th
definitive acquisition of receivables without receel and other liabilities, mainly in relation tceeth
positive balances on originators’ accounts.

1.2 There are no subordinated liabilities
Section 7 — Tax liabilities - Caption 70
€3,628 thousand (- €610 thousand)

Reference should be made to Section 12 of Assétsx-assets and liabilities for an analysis of this
caption.

Section 9 — Other liabilities — Caption 90
€28,493 thousand (+ €4,150 thousand)
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9.1 Analysis of caption 90 Other liabilities

Total at Total at
31.12.2013 31.12.2012

Taxconsolidation liabilities to the parent 5,p50 ,928
Trade payables 790 831
Invoices to be received 5,199 5,47p
Due to employees 75 77(
Social security charges payable 694 797
Collections pending allocation 15,855 7,466
Guarantees issued to UBI Leasing 294 294
Other financial liabilities 525 770
Accrued expenses (unallocated) 9 14

Total 28,493 24,34;

Tax consolidation liabilities to the parent reladghe IRES tax liability for 2013, under the naitib

tax consolidation scheme.

Invoices to be received mainly relate to amounts wugroup banks and third parties for business
referrals, in addition to legal services.

Amounts due to employees decreased mainly due &dlesnaccruals and provisions for leaving
incentives, holidays and performance bonuses.

Collections pending allocation relate to paymergseived in relation to factored receivables,
which, at the reporting date, the company has eentable to allocate to the relevant originator
position. This allocation was completed in Jany4.

Section 10 — Post-employment benefits - Caption 100
€2,386 thousand (+ €299 thousand)

10.1 Post-employment benefits: changes in the year

Total at Total at
31.12.2013 31.12.2012
A. Opening balance 2,689 2,648
B. Increases 62 328
B.1 Accrual 16 49
B.2 Other increases 46| 274
C. Decreases (361 (291
C.1 Pay-outs (361 (190
C.2 Other decreases (101
D. Closing balance 2,386 2,685

10.2 Other information

In accordance with IAS 19, the post-employment behability can be classified as a defined
benefit plan, requiring the calculation of the amiof the obligation using actuarial techniques.

In particular, this accrual should consider the antdhat has already matured at the reporting date,
projected into the future in order to estimate @in@ount that will be due when employment ends.
This amount is then discounted to reflect the tuakeie of money.

The present value of commitments is calculatedrbyndependent expert using the projected unit
credit method. This method considers future salayeases up to the termination of employment,

projected outlays to be made on the basis of histidstatistical analyses and the demographic
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curve, with the discounting of such flows on thaibaf a market interest rate. Contributions paid
each year are considered separate and additioitgl un

Demographic assumptions (termination of employmaisgbility, death, etc.) are formulated using
historical personnel data, suitably integrated agphalised to taken into account departures
provided for by the business plan and current lagg on the maximum retirement age.

The financial and economic assumptions are basegradtent forecasts, whereas labour market
variables reflect historical data and trends ie kvith the economy.

The cost of living index for white and blue colfamilies, amounting to 2.0%, has been used as the
revaluation rate.

The Euro Composite AA rate curve at 31 December 2013 has been usedidoouting. It is
applied to net cash flows with reference to théretife of the obligation.

Section 11 — Provisions for risks and charges - Capn 110
€1,472 thousand (- €686 thousand)

11.1 Analysis of caption 110 Provisions for risksral charges
Total at 31.12.2013 Total at 31.12.201

1. Company pension funds - -

2. Other provisions for risks and charges 1,472 58,1
2.1 litigation 158 999
2.2 personnel expense 1,099 1,15p
2.3.2 other 215 1

Total 1,472 2,15¢

Provisions for litigation relate to legal costsawtbank claims and disputes brought about by third
parties, as well as the dispute with INPS/INPDAtiadled in the note on caption 140 “Other assets”.
Provisions for personnel expense almost entirelysisd of accruals in 2013 on the basis of
agreements with trade unions relating to the reusgdion of the Group. To a residual extent, the
provisions include an accrual for litigation witerponnel.

11.2 Changes in the year in caption 110 Provisiomsr risks and charges

31.12.2013 31.12.2012
Pension funds Ot[h?r Pension funds Othr
provisions provisions
A. Opening balance - 2,158 59%
B. Increases (+) - 200 - 1,664
B.1 Accrual - 194 . 504
B.2 Changes due to passage of time - 2 - 1
B.3 Changes due to adjustments to the distciate
B.4 Other increases - - 1,159
C. Decreases (-) - (886 1 (101
C.1 Utilisations - (886 1 (101

C.2 Changes due to adjustments to the discabe
C.3 Other decreases s -
D. Closing balance - 1,472 2,158

C.1 Utilisations relate to the utilisation of premins for personnel expense.
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11.3 Additional information: “contingent liabilitie s”
Estimated date ol
outlay

Contingent liabilities

Contingent liabilities relate to risks on receivablrecovered following the injunction order
temporarily declared executive in 2001 and subsatyuappealed by the Rome H local healthcare
unit.

The Velletri Court confirmed the order in 2005.

With a 2011 order, the Rome Court of Appeals issaugartial sentence reversing the first degree
decision and calling for the continuance, in anotdppeal, of the redefinition of the receivableaby
court-appointed expert in the wake of the applaratof the regional tariffs rather than the
ministerial tariffs - which are higher - which tleeiginator applied when the invoices factored to
UBI Factor were issued.

UBI Factor and the originator (originally Hospitélppia S.r.l., which then merged into San
Raffaele S.p.A., which is part of the Tosinvest/Alugci Group) took the following action against
the partial sentence:

a) appealing with the Court of Appeals for the redéfn of the receivable by the court-
appointed expert in order to recognise both thgirail amount of receivables collected (€60
million) and the additional receivable accrued (€ii0ion);

b) continuance of the case in the Court of Cassaitil@mtifying 13 reasons for contestation;

c) appeal in the Court of Appeals for revocation @& énroneous first degree sentence. With its
sentence of 10 January 2014, the Rome Court of &ppeferred the decision to the Court
of Cassation. The appeal with the Court of Cassasideing prepared.

With respect to the Court of Cassation’s ruling.sb)y which de facto absorbs those described
above, with the support of its lawyer, the comphaljeves that the risk of losing the case is less
than possible.

Moreover, in order to give complete information, time event that the definitive ruling is
unfavourable, the local healthcare unit could reguBl Factor to refund amounts collected in
excess of the redefined amount of the receivalase(sub. a), i.e., approximately €60 million. In
this case, UBI Factor could take action againstdtgnator Tosinvest/Angelucci Group, on the
force of current contractual agreements.

Section 12 — Equity — Captions 120, 150, 160 andQL7
12.1 Analysis of caption 120 Share capital
€36,116 thousand (no change)

31.12.2013 31.12.2012

1. Share capital
1.1 Ordinary shares 36,116 364116
1.2 Other shares - -

Total 36,116 36,11
The fully subscribed and paid-up share capitaudes 69,453,500 shares with a nominal amount of
€0.52 each.

12.4 Analysis of caption 150 Share premium
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€2,066 thousand (no change)
This caption was set up in 1993 following the stagital increase.

12.5 Other information

Analysis of caption 160 Reserves

€89,890 thousand (- €1,065 thousand)

Legal reserve

Retained

CES

A. Opening balance

7,228

81,600

88,8

N

5

B. Increases

1,064

1,06

B.1 Allocation of profit

1,065

o1 O7

1,06

B.2 Otherincreases

C. Decreases

C.1 Utilisations

- to cover losses

- dividends

- transfer to share capital

C.2 Other decreases

D. Closing balance

7,228

2

82,665

89,890

B.1 - The increase is due to the allocation ofghadit for 2012, as resolved by the shareholders on

25 March 2013.

An analysis of other reserves is provided below:

Analysis of other reserves:

BExtraordinary reserve 74,451
Negative goodwill 6,573
General financial risks 2,484
FTA reserves (843
Total 82,665

The FTA reserves substantially consist of the ¢dfed discounting impaired assets (IAS 39) and

the actuarial valuation of post-employment bengfAsS 19).

12.6 Analysis of caption 170 Valuation reserves anthanges in the year
-€359 thousand (+ €34 thousand)

Actuarial
. e . gains
Aveulaple for Property Intangible ~ Cash flow Speugl (+)/losses (-)
sale financial and revaluation ' Total
. assets hedges on post-
assets equipment EWS
employment
benefits
A. Opening balance (325 (325
B. Increases - - - (34 (34
B.1 Fair value gains =
B.2 Otherincreases (34) (34)
C. Decreases - - - . E
C.1 Fair value losses -
C.2 Other decreases -
D. Closing balance - (359) (359)
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EQUITY CAPTION DISCLOSURE PURSUANT TO ARTICLE 2427. 7-bis OF THE ITALIAN

CIVIL CODE

Amount

Possibhility of

use

Available portion

Summary of uses in the
previous three years

To cover For other
losses reasons
Share capital 36,116
Share premium 2,066
Income-related reserves:
- legal reserve 7,2P3 B
- extraordinary reserve 74,451 A,B,C 74{451
Other reserves 8,214 A,B,C 8,214
Valuation reserve (359
Retained earnings 7,342 A,B,C 7,34p
Total 90,007
- Non-distributable portion -
- Residual distributable portion 90,007

Key: A - to increase share capital; B - to covessks; C - dividends

No reserves are non-distributable.

Part C — NOTES TO THE INCOME STATEMENT

Section 1 — Interest — Captions 10 and 20

1.1 Analysis of caption 10 Interest and similar iname

€41,488 thousand (- €19,745 thousand)

Debt

instruments

Other

transactions

2012

1 Financial assets held for trading

2 Financial assets at fair value through profibsis

3 Available-for-sale financial assets

4 Held-to-maturity investments 289 289 291
5 Loans and receivables -
5.1 Loans and receivables with banks 134 134 144
5.2 Loans and receivables with financial institn&@ -
5.3 Loans and receivables with customers 41,065 41,065 60,79p

6 Other assets

7 Hedging derivatives

41,199
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1.2 Interest and similar income: other information

Interest on held-to-maturity investments relateghi® portion of yield on the insurance policies
classified under asset caption 50 in the statewfeiriancial position.

Interest on loans and receivables with banks relatéemporary positive current account balances
with banks.

Interest on loans and receivables with customdadeeto factoring activities and is collected on
advances to originators and with debtors as atre$yptayment deferrals, in addition to contract
loans. Furthermore, this caption includes inteirestme on loans for specific purposes.

The decrease in the year is due to both the dexiaaaverage loans and trends in market interest
rates, to which the loans to customers are indexed.

1.3 Analysis of caption 20 Interest and similar exgnse
€7,854 thousand (- €9,172 thousand)

Loans Securities  Other 2013

1 Due to banks (7,854 (7,854 (17,030)
2 Due to financial institutions - -
3 Due to customers
4  Securities issued
5 Financial liabilities held for trading

Financial liabilities at fair value through prodit
6 loss - -
7  Other liabilities - 1)
8 Hedging derivatives - -

Total (7,854) ! | (7,854) (17,03
Interest mainly includes that paid to banks forrent account overdrafts and loans. The amounts
shown do not include expenses for subordinateditiab.
The decrease is due to both the decline in avdtagikng balances and the trend in market interest
rates, to which the bank borrowings are indexed.

Section 2 — Fees and commissions — Captions 30 &td

2.1 Analysis of caption 30 Fee and commission incem
€20,595 thousand (- €2,645 thousand)
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2013 2012

1. finance leases
2. factoring 20,564 2323
3. consumer credit
4. merchant banking
5. guarantees given -
6. services:

- third party mandated fund management

- forexbrokerage

- product distribution

- other 30
7. collection and payment services
8. securitisation servicing
9. other fees and commissions

o0

20,595 23,24
This caption mainly consists of flat commissionsigth and without recourse factoring, analysed
below:

Factoring commission income 2013 2012
1. with recourse commissions 15,p24 18{198
2. without recourse commissions 3,pP55 21561
3. mandate commissions 5 184
4. expense recoveries with mark-ups 495 492
5. other 1,584 1,79y
20,565 23,23

Commissions relate to factoring activities and arelysed on the basis of the life of the
receivables. Other mainly relates to credit managgmommissions and commissions invoiced to
debtors.

Expense recoveries with mark-ups mainly relate geeliminary investigation fees, handling
expenses, chamber of commerce inquiry and infoonakpenses, debtor assessment fees, account
statement postage, account expenses, accountgogmenses and home-factoring fees.

Other fees and commissions mainly relate to comaonissinvoiced to debtors for maturity

transactions.

2.2 Analysis of caption 40 Fee and commission exsen
€12,093 thousand (+ €239 thousand)

1. guarantees received (618 (1,290
2. third party distribution of services
3. collection and payment services (138)
4. other fees and commissions:
4.1 reversal of fees and commissions to thindigs (11,177 (10,251)
4.2 credit insurance premiums
4.3 bank charges (260 (313

(12,093) (11,85¢
This caption mainly relates to fees and commissjueng to group banks in connection with the
business partnership agreement and to third pafidieshe referral of factoring transactions, in
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addition to commissions on guarantees from thenpdcesecure transactions exceeding the limits

set by ruling legislation on the basis of compasyutatory capital.

Reversal of fees and commissions to third partiekides:

Reversal of fees and commissions to third parties p1¢] 2012
1. reversal of fees and commissions to banks (9,799) (8,370
2. reversal of fees and commissions to debtors 9,00 (1,312
3. reversal of fees and commissions to brokers 258) (468
4. reversal of fees and commissions to foreign
correspondents (111 (101

(11,177) (10,251

Section 8 — Net impairment losses — Caption 100

8.1 Net impairment losses on loans and receivables
€11,928 thousand (- €14,878 thousand)

Impairment losses

Reversals of impairment
losses

- individual - collective - collective

individual

1. Loans and receivables with
banks

(57)

(©)

- leases -

- factoring -

(©)

- other loans and receivab -

(57-)

2. Loans and receivables with
financial institutions

(378)

(10)

Impaired loans and
receivables acquired - - -

- leases - - -

- factoring - - -

- other loans and receivab -

Other loans and receivables (2p1)

(10)

- leases

(378-)

- factoring

(378)

(10)

- other loans and receivab - - -

3. Loans and receivables with
customers

(11,493)

(26,792)

Impaired loans and
receivables acquired - - -

- leases - - -

- factoring = - B

- consumer credit = - _

- other loans and receivab

Other loans and receivables (8,096)

(26,792)

- leases

(11,493:)

- factoring

(10,825)

(26,667)

- consumer credit

- other loans and receivab
1,554

(668)
(11,928)




In detail, these changes relate to the following:

2012

1) Individual impairment losses: (8,347 (25,709
Impairment losses on loans and receivables (1) (2) 4,76% (22,401)
Discounting expense on impaired assets (3)582) 83,30

2) Individual reversals of impairment losses: 1,554 a2
Reversals of impairment on loans and receivables 361 610
Discounting income on impaired assets 11193 10

3) Collective impairment losses: (5,135 (1,718)
Collective impairment losses on loans and receesfB) (5,135) (1,71B)

Total (11,928 (26,807

(1) impairment losses mainly relate to the healthcaretos. In particular, the significant
impairment losses of 2012 are due to the tren@édrivables from the public administration
acquired in prior years and relating to the Lagigion healthcare sector;

(2) the full impairment of the receivable of €711 thawnd due from the provider of the new IT
system, which was billed for penalties. This reweis recognised under other operating
income (see table 14.1)

(3) the 2013 impairment losses arising from the fingrtg of the calculation method for the
collective impairment losses, as described in fhectbrs’ report and illustrated in the notes
to the financial statements, Part A — Section 4.

Section 9 — Administrative expenses — Caption 110

9.1 Analysis of caption 110 a) Personnel expense
€10,452 thousand (- €2,270 thousand)
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2013 2012

1. Employees (8,941 (11,581)
a) wages and salaries (6,390 (7,125
b) social security contributions (1,731 (1,929
) termination benefits (368 (410
d) pension and similar costs - -
e) accrual for post-employment benefits (16) (86
f) accrual for pension and similar costs: - -

- defined contribution plans
- defined benefit plans - -
g) payments to external complementary pension funds|: (236) (279
- defined contribution plans (236) (279
- defined benefit plans
h) other expenses (200 (1,752
2.  Other personnel (37) (157
Directors and statutory auditors (237) (231
Retired personnel - -
Expense recoweries for personnel seconded to other
companies 203 209
Refunds for employees seconded to the compan (1,440 (962

Employees include accruals for:

(10,452)

- change in the provision for vacation, holiday pag aomp time;
- the accrual for the 2013 performance bonus andethged contributions of €180 thousand;
- reallocation of expense incurred following the dasmn of litigation with personnel,
amounting to €102 thousand, covered by prior yearuals (see table 13.1 — Net accruals
to provisions for risks and charges);
- other expenses, which include training, restaunasichers and employee insurance
policies; in 2012 this caption included accrualsléaving incentives of €1,530 thousand.

9.2 Average number of employees by category

31.12.2013 31.12.2012

WORKFORCE awerage year-end average  year-enc
Employees: 133 13p 141 138
a) managers 6 6 1 i
b) total senior and junior managers 57 58 58 58

-including 3rd and 4th level junior

managers 31 3] 34 3B
c) residual employees 70 68 76 74
Other personnel 17 19 18 14
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At 31 December 2013, the company’s workforce casagit
- employees numbering 132 (-6 on 31 December 2012), with an

average for the year of 133 (-8 on 2012);

- other resources,numbering 19 (+5 on 31 December 2012), with amaye

of 17 for the year (+4 on 2012).
“Other personnel” relates to seconded employees.

9.3 Analysis of caption 110 b Other administrativeexpenses
€8,729 thousand (- €584 thousand)

Other administrative expenses PAONRS 2012
Lease expense (1,548 (1,553
Professional ICT services (316 (366]
Legal and corporate advisory servic (524 (451
Car and furniture rental (211 (307
Hardware lease (373 (374
Hardware maintenance and assistance (10) (9
Other building management expenses (17) (16
Cleaning (85) (87
Building maintenance (47) (56
Membership fees (83) (75
Information and chamber of commerce queries (331 (385
Periodicals and volumes (8) (10
Postal costs (303 (271
Insurance premiums (46) (47
Advertising and publicity - (12)
Entertainment expenses (2) (1)
Electronic transmission and telephone networks (97) (156
Outsourcing to third parties (845 (938)
Outsourcing to group companies (588 (508‘
Travel expenses (179 (241
Credit recovery expenses (2,167 (1,857)
Printed matter, stationary and consumables (37) (58
Transport and relocations (16) (18
Work experience stipends (3) (33
Information system migration expenses (8) (977
Other expenses (98) (86
Total administrative expenses (7,943 (8,892)
Indirect taxes and duties (786 (421
- VAT on infragroup contracts (81) (202
- Stamp tax (215 (206
- Other taxes (490 (13
Total (8,729) (9,313

N.B. — Under the VAT system adopted by the compangccordance with article 36-bis of Presiderdiatree no.
633/72, the related VAT is also recognised at asBtre applicable.

The company significantly contained the expenstheflT system migration in 2013 compared to

2012 by renegotiating the agreement with the sygtewider.
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Section 10 — Depreciation and net impairment losses property and equipment — Caption
120

10.1 Analysis of caption 120 Depreciation and netipairment losses on property and
equipment
€141 thousand (- €113 thousand)

Reversals
Impairment of

Carrying  Carrying
amount at amount at

losses | Impainment | 31 415 5915 21.12.9012
losses

Amortisation

1. Assets used in operations

1.1 owned (141) - - (141) (255)
a) land - -

b) buildings - - - - -

c) furniture (19) - - (19) (19)

d) equipment (28) - - (28) (29)

e) other (95) - - (95) (207)

1.2 under finance lease - - - - -

a) land - - - - -

b) buildings - - - - -

c) furniture - - - - -

d) equipment - - - - -

e) other - - - - -

2. Investment property - - - - -

Total (141) - - (141) (255)

Section 11 — Amortisation and net impairment lossesn intangible assets — Caption 130

11.1 Analysis of caption 130 Amortisation and netmpairment losses on intangible assets
€527 thousand (- €3 thousand)
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. Rewersals of Carrying Carrying
. Impairment : .
Amortisation losses impairment ~amountat  amount at
losses  31.12.2013 31.12.2012
1. Goodwill - - - - -
2. Other intangible assets (72) (456 (527 (530)
2.1 owned (71) (456 (521 (530)
2.2 under finance lease - - . - -
3. Assets under finance lease 9 9
4. Assets under operating lease
Total (71) (456) (527) (53C

Impairment losses relate to the software licencpiiaed in 2010 (see the note at the foot of asset

table 11.2 —

Intangible assets: changes in the.year

Section 13 — Net accruals to provisions for risksral charges — Caption 150

13.1 Analysis of caption 150 Net accruals to provans for risks and charges

€102 thousand (+ €607 thousand)

Accruals

2013

2012

Insolvency litigation and legal expenses

Risks for disputes brought about by third partied kegal

expenses - -
Risks and charges related to personnel 102 (123
Other risks and charges - (382

Total 102 (505

In addition, utilisations of provisions for risksich charges are allocated to the individual income
statement captions in which the expense coverdtédgccrual are classified.
The increase in the year is the effect of the oealion of expense following the conclusion of
disputes with personnel that were pending at tlieoé2012 (see table 9.1 - Personnel expense).

Section 14 — Other operating income and expense&£aption 160

14.1 Analysis of caption 160 Net other operating come

€1,452 thousand (- €257 thousand)

a) Other operating income 2013 2012
Expense recoveries 808 650
Factoring 373 974
Services - 113
Revenue from invoiced penalties 711 -
Prior year income 119 45
Other sundry - 16
Total a 2,012 1,798
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b) Other operating expenses 31.12.2013

Prior year expense and losses (144) (84)
Losses on the impairment of the receivable fr

INPS (401) -

Other sundry (15) (5)

Total b (560) (89)

Total a+b 1,452 1,709

Expense recoveries refer to recharges to origisateithout mark-ups, i.e., legal expenses,

registration taxes and bank expenses.

Factoring revenue mainly relates to gains recogn@e the collection of receivables which were

acquired at prices significantly lower than thearnminal amount.

Revenue from invoiced penalties relates to theioe/ssued to the provider of the new IT system
for contractual claims. The receivable was fullypaired (see table 8.1 Net impairment losses on
loans and receivables).

The loss on the full impairment of the receivabitani INPS is described under table 14.1 -"Other
assets”.

Section 15 — Net gains (losses) on equity investnger Caption 170
15.1 Analysis of caption 17Met gains (losses) on equity investments”
- €0 (- €740 thousand)

|1. Gains | -| 745

2.Losses

Net gains d 74(
In 2012, the gain related to the sale of the inmesit in Siderfactor S.p.A. in liquidation.

Section 17 — Income taxes — Caption 190

17.1 Analysis of caption 190Income taxe$
€4,571 thousand (+ €5 thousand)

2013 2012

1. Current taxes (7,304) (10,739)
2. Changes in current taxes of prior years 179 383
3. Decrease in current taxes of the year - -
3.bis Reduction in current taxes due to tax ags@tsuant to Law no.

214/2011 - -
4. Change in deferred tax assets 2.554 5.797
5. Change in deferred tax liabilities 1 (6)

Income taxes of the yeal (4,571) (4,565)

Current taxes
Current taxes have been calculated at the curages:rIRES of 36.00% and IRAP of 5.57%.
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As required by the “Stability law for 2014”, solefgr the tax period underway at 31 December
2013, the ordinary IRES rate (27.50%) was increasedn additional 8.50% for banking and
financial institutions only. The only exception tinis rate applies to increases in the portions of
impairment losses on loans and receivables thanaredeductible in the year. The consequent
impact is expense of €750 thousand.

The calculation of current taxes was also affetigdther significant changes in the same measure
which also relate to banking and financial insidans, beginning in 2013:
a) the deductibility of net impairment losses on loansl receivables for IRES purposes over
five years only (versus the 18-year period appledb net impairment losses exceeding
0.3% of loans and receivables) from the year whmay tare recognised (rather than the
subsequent year);
b) the extension of this tax system to losses realibedugh the factoring of loans and
receivables as well (which were previously fullyddetible in the year of recognition);
c) the application of these two changes to IRAP as$ wel
The consequent positive impact, generated solelyth®/ change in letter c), amounts to
approximately €100 thousand (IRAP deductibility 16 of net impairment losses on loans and
receivables).

Current taxes include significant increases arisasgin the past, on the portion (currently 4/%th
is not tax deductible in the year of recognitio &or which deferred tax assets have been accrued
(IRES of 27.50% and IRAP of 5.57%).

Deferred tax assets/liabilities

The changes introduced to the tax system have @hdhe company to recognise deferred tax
assets for IRAP purposes as well, thereby redutiagax charge by approximately €500 thousand.

Other information
The Polish branch’s activities generated taxablafipp{approximately €2.1 million), entailing
income taxes of €628 thousand (tax rate of 19%etpaid in Poland, compared to €753 thousand

calculated under ltalian tax legislation (IRES).

There were no changes in deferred tax assets oeatess in current taxes due to the conversion of
deferred tax assets into tax assets in accordanicdaw no. 214/2011.
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17.2 Reconciliation of the theoretical tax charge ith the effective tax charge (1)

0
Tax base Tax % ord. 20 ERE Tax base % QRIS Total
2013 effects
Pre-tax profit 11,913 11,913 11,913
Totalincome - 42,136 -
Theoretical tax (at the ordinary rate) 3,276 | 27.50% 2,347 557% 5,623
Theoretical tax (with the higher rate for 2013) 1,013 8.50% 1,013
Permanent decreases at the ordinary rate (1,534) (422) | (3.54)% (14,050) (783) | (1.86)% (1,204)
Permanent decreases with the higher rate (130) (1.09)% (130)
Permanent increases at the ordinary rate 617 170 1.42% 2,375 132| 0.31% 302
Permanent increases with the higher rate 52 0.44% 52

Temporary differences:
- Differences that will reverse in upcoming yeatrshee

ordinary rate 9,543 2677 22.03% 0 0 0% 2,677

- Differences that will reverse in upcoming yeaithwhe

higher rate 736 63 0.53% 63

- Reversals of prior year differences at the ondimate (2,913) (801) | (6.72)% 0 0 0% (801)

- Reversals of prior year differences with the leighate (248) (2.08)% (248)

Actual tax 5,650| 40.69% 6.29% 1,697| 4.03% 7,346

Adjustment for income generated abroad (Poland) 125 (83) 42

Taxconsolidation adjustment (assets fromthe garen (84) (84)

Total current taxes 5,691 1,614 7,304
Change in deferred tax assets/liabilities (2) (2,555, (2,559
Change in prior year current taxes (179) 79

Recognisedincome taxes 5,691 1,614 (2,733) 4,571

(1) IRES is calculated as a percentage of the prest@fit. However, IRAP is calculated as a percentaigtal
income.

(2) including IRAP of -€532 for deferred tax assetsif of the impairment losses recognised on loads an
receivables and not deducted in the year.

The total tax rate, calculated as the ratio of medaxes to pre-tax profit from continuing
operations, is 38.37%, compared to 57.74% in 2012.
The decrease is due to the following:
- recognition of greater current taxes (by approxetya€600 thousand) for the Polish
branch in 2012 only (following the adoption of amnaccounting method);
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- reversal of temporary differences from prior yeg@articularly in the first 18 percent of the
material impairment losses recognised on loangecelvables not deducted in 2012, as
well as accruals to the provision for risks andrgka not deducted in previous years;

- net positive impact of changes in the tax systemiR&P purposes (given the significant

impairment losses on loans and receivables).

Section 19 — Income statement: other information

19.1 Analysis of interest and fee and commissiondame

Interest income Fee and commission income

Financial Financial
Customers

. o . o Customers
institutions institutions

1 Finance leases

- buildings

- chattels

- equipment

- intangible assets - - g g - -
2 Factoring - - 40,95 20,565 61,524 83,53B

- current receivables - 33,620 17,305 50,925 70,96p

- future receivables -| - g 3 11 79

- receivables acquired definitively -| | 6,692 3,257 9,949 12,17

- receivables acquired at below | R - -

the nominal amount - | | |

- other loans - | 639 639 327

3 Consumer credit -|

- personal loans

- loans for specific purposes
|- salary-backed loans

4. Guarantees and commitments
- trade

- financial

In addition to that disclosed above, additional Hfectoring interest income of €529 thousand has
been recognised in profit or loss. It is analyselb:

- loans for specific purposes of €107 thousand
- positive current account balances of €133 thousand
- insurance policy return of €289 thousand.

Furthermore, additional non-factoring fee and cossmoin income of €28 thousand was recognised

in profit or loss in relation to expense recovemneth mark-ups on loans for specific purposes (€2
thousand).
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Part D — OTHER INFORMATION

Section 1 - Specific information on operations
B. FACTORING AND TRANSFERS OF LOANS AND RECEIVABLES

B.1 - Gross amount and carrying amount
B.1.1. Factoring
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Total at 31.12.2013

Total at 31.12.2012

Gross Impairment ~ Carrying Gross Impairment ~ Carrying
amount losses amount amount losses amount
1. Performing assets 1,912,992 (10,478) 1,902,919 2,000,770 (5,154) 16365

- exposure to originators (with recourse): 1,809 (6,301 1,194,578 1,335,085 (3,455) 1,331,830

- transfers of future receivables 403 - 3[40 350 350

- other 1,200,476 (6,301) 1,194,175 1,334,735 (3,p55) 14881,
- exposure to transferred debtors (without rese) 712,118 (4,17p) 707,941 665,685 (1,899) 668,786

2. Impaired assets 307,181 (32,806) 274,35 315,266 (27,145) 288,121

2.1 Non-performing 253,463 (32,208) 221,255 104,054 (25,827) 78,727
- exposure to originators (with recourse): 2296 (24,131 216,491 95,370 (19,8P3) 75(477

- transfers of future receivables 89 10) 9 7 112 (34 78

- other 240,533 (24,121) 216,4[12 95,258 (19,859) 74,399
- exposure to transferred debtors (without rese)i 12,841 (8,077) 4,764 8,6B4 (5,484) 3,50

- acquired at below nominal amount 14278 1,278 1,296 (1,296) -

- other 11,563 (6,799) 4,764 7,38 (4,1B8) 3,p50
2.2 Doubtful 3,709 (425 3,284 154,8)6 (1,762) 153114
- exposure to originators (with recourse): 2)813 (276 2,537 154,623 (1,649) 152,974

- transfers of future receivables

- other 2,813 (279 2,537 154,6p3 (1,6419) 152/974
- exposure to transferred debtors (without rese)i 896 (149) 747 253 (113) 140

- acquired at below nominal amount

- other 896 (149 747 253 (11B) 140
2.3 Restructured - - - . E E
- exposure to originators (with recourse):

- transfers of future receivables

- other
- exposure to transferred debtors (without rese)

- acquired at below nominal amount

- other
2.4 Past due 50,00 (173 49,836 56,336 ($6) 56,280
- exposure to originators (with recourse): 16,18 17 16,172 8,031 8,081

- transfers of future receivables

- other 16,184 (17 16,172 8,081 8,031
- exposure to transferred debtors (without rese) 33,82D (156) 33,664 48,305 56) 48249

- acquired at below nominal amount

- other 33,82( (156 33,664 48,305 (6) 48,249

2,220,17:

(43,27¢

)

2,176,894

2,316,036

(32)2992,283,73"

Supervisory legislation provides for special treatitn for positions with exposure to the public
administration that are classified as “past due”.
Given the significant amount of receivables for eththe assessment and settlement of amounts geetsub
to legal judgements, the company is currently asiaty the operational application of the legislative
principle whereby exposure to the central admiaigin and central banks, regional bodies and pslelator
bodies is considered past due when the adminigtragsessment and settlement procedures requidedby

have been completed.

B.2 — Breakdown by residual life

B.2.1 - Factoring with recourse: advances and totdbans
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Advances Total loans

Maturities

Total at Total at Total at Total at

31.12.2013 31.12.2012 31.12.2013 31.12.2012
- on demand 8,031 16,526 8[540
- up to 3 months 860,978 862(623 1,029,726
- from 3 to 6 months 107,119 132{115 B35
- from 6 months to 1 year 374,710 26,758 4,(@
-over 1lyear 8,359 5,129 9,021
- undetermined 209,116 933]667 356,432

Total 1,429,778 1,568,313 1,977,418 2,176,
The balance includes advances to the originator fémtoring with recourse, advances for
receivables factored without “legal recourse”,,i.@hen the factoring has not given rise to
substantial transfer (“derecognition”) to the factd the risks and rewards of the transferred
receivables, on the basis of IAS 39, and advarwesifure receivables.

B.2.2 - Factoring without recourse: exposure

Exposure
Maturities Total at Total at
31.12.2013 31.12.2012

-on demand 33,664 48,249
- up to 3 months 476,988 476,454
-from 3to 6 months 38,58 37,473
- from 6 months to 1 year 32,360 56,65
-over lyear 28,182 14,701
- undetermined 137,404 81,092
Total 747,116 715,42

This balance consists of total receivables acqudefinitively without recourse, i.e., when the
factoring has given rise to substantial transfetefecognition”) to the factor of the risks and
rewards of the transferred receivables, on thesliddAS 39.

Loans and receivables classified in the “undeteeahilife” category consist of receivables due from
local healthcare units in the Lazio region. The pany has taken action aimed at obtaining a ruling
about the factored receivables which has endedtivitttourt order for the public administration to
pay the portion for which the company has alreatgived a ruling in its favour.

Finally, article 6-bis of Law no. 189 of 8 Novemh2012 further confirmed the suspension of
seizure against the Lazio Region at least untiD&tember 2013, guaranteeing interest paid, and
extending the previously defined suspension peuittil 31 December 2012 under Law no. 111 of
15 July 2011.

Nevertheless, with ruling no. 186 of 3 July 201Be tConstitutional Court announced the
constitutional illegitimacy of the legislative omdedeclaring that the local healthcare units’ asset
could not be seized. Following this ruling, the gamy may resume executive action and seize the
local healthcare units in the regions subject &alitrestructuring plans, including Lazio.

B.3 - Impairment losses
B.3.1 — Factoring
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Increases Decreases

Closing
impair-

Opening
impairment
losses

REVEIEETS

of impair- Gains on Transfers to
ment sale other
losses

Other
increases

Transfers
from other

Impairment Losses on
losses sale

Other
decreases

ment

Derecogpnition
losses

Individual impairment losses on

impaired assets 27,140 3,031 1,807 3,321 67 886 15|14 1,191 32,74p
Exposureto originators 21,574 1,274 3,287 5 2y3 196 1,191 241440
- Non-performing 19,926 1,1p4 3,257 4 16p 24,164

- Doubtful 1,644 120 - 1 2y3 p7 1,191 P76
- Restructured - - g 1

- Pastdue

Exposure to transferred debtors 5,564 1,75y 1,897 4 62 413 P19 - 8[300
- Non-performing 5,397 1,0p2 1,748 64 13 - 219 7,979

- _Doubtful 11. 588 59 49 5p7 - 149
- Restructured - - - - - - - - -

- Pastdue 36 1y2 - - - 56 - - 172
Collective impairment losses on

other assets 5,15¢ 5,845 - - 3p5 - 921 - - 10473
- BExposure to originators 3,255 3,588 - 395 - 1)92 6,317

- Bxposure to transferred debtors 1(899 2,257 - - : 4,15

Total

32,294

8,871 - - 415 191 43,21

Impairment losses include individual impairmentskes recognised on performing assets of €21
thousand in relation to originator positions clfsdias “pending non-performing”, in line with the
company’s Credit Regulation, as the transferredatab already insolvent.

In factoring transactions without recourse, if thare past due receivables pending the term for any
payment of a sub-guarantee to the originator, timtractual obligation to the originator is classifi

as “pending non-performing”. Only when the sub-guéee is actually paid to the originator is the
amount paid classified as “non-performing”.

B.4 - Other information

B.4.1 - Turnover from factored receivables

Total at Total at
31.12.2013 31.12.2012
1. Without recourse 1,579,929 1,682,319
- including: acquired at below nominal amount - -
2. With recourse 5,487,29% 5,755,157

Total turnover from factoring

Loans for a specific purpose

Other transactions

7,067,217

529,334

634,905

|Tota| operating volumes

7,596,552

8,072,441

B.4.2 - Collection services

Total at

Total at

31.12.2013

31.12.2012

Loans andreceivables collected during the year
223,228

93,919

362,34
100,301

o

Loans and receivables in place at the reporting dat

B.4.3 Nominal amount of factoring agreements for fture receivables
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Total at Total at
31.12.2013 31.12.2012
Flow of agreements to acquire future receivables in
the year 19,811 66,80
Agreements in place at the reporting date 18,14( 50,736

=)

D. Guarantees given and commitments

D.1 - Value of guarantees given and commitments
Transactions 31.12.2013

31.12.201z

1. Financial guarantees given enforceable upon dene 10,464 778
a) Banks 9,869
b) Financial institutions 595 773

¢) Customers - -

2. Financial guarantees given - -

a) Banks

b) Financial institutions

c) Customers

3. Trade guarantees given 18, 19
a) Banks - -
b) Financial institutions - -
¢) Customers 18, 19

4. Irrevocable commitments to provide funds 174,508 196,711
a) Banks - -

i) of certain use - -

ii) of uncertain use - -
b) Financial institutions - -
i) of certain use - -

i) of uncertain use S -

¢) Customers 174,508 196,711
i) of certain use - -
i) of uncertain use 174,508 196,711

5. Commitments underlying credit derivatives: protection sales - -
6. Assets pledged to guarantee third party obligatins - -
7. Other irrevocable commitments - -

Total 184,990 197,56
The value of firm commitments to disburse fundsakulated as the difference between the totalcvesor
amount and the total financed amount within thgeaaf non-IAS without recourse factoring transattio

Section 3 - Risks and risk management policies
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3.1 CREDIT RISK
QUALITATIVE INFORMATION

1 General information

Factoring consists of establishing a continuousti@iship in which a company transfers, in
accordance with Law no. 52/1991 or pursuant toltdden Civil Code, a significant portion of its
portfolio of existing or future receivables to tfaetor, which provides a customised service based
on three specific activities: credit managemengrgateeing against debtor default and lending by
providing advances on the same receivables (thending, therefore, is self-liquidating and,
normally short-term, depending on the collectiongiof the outstanding trade receivables).
Through this credit management service (accounthgcking due dates, collecting receivables,
sending payment reminders and credit collectionvisies, etc.), the factor forges a continuous
relationship with the originator and, accordinglyith the latter's debtors, acquiring in-depth
knowledge of the trade receivable policy developedieed, the factor enters into a business
relationship that is already in place between tigs, or that will take place between them in the
future, in the event of the factoring of futurees@bles.

Accordingly, the relationship between the factaiginator and debtors is not merely occasional
and/or temporary, but must instead develop sysieallgt and continuously, enabling the
intermediary to monitor the counterparties’ finatgositions and performance.

In this context, risk monitoring and consequerikt meanagement (credit risk, in particular) based on
factoring logic use analytical/subjective evaluaiaf the originators and the transferees that are
both quantitative (primarily based on previous,reat and prospective financial conditions) and
gualitative (level of management, competitivenesd prospects of the product, acquirer market
and its economic circumstances), with the largéesdigjitalisation of information and settlement of
flows, within the scope of an overall activity inhigh the various company functions operate
through synergies, constantly, reactively and Bbxi

Risk containment is then supplemented by the diveation policy, which, first and foremost,
considers individual counterparties (concentratdraccounts, types of credit granted, duration,
type of factored credit and the possibility of issessment-management-recovery). Risk
diversification must then extend to the companyialt portfolio of factored receivables,
diversifying by product, region, size and financeadd service content of the company’s overall
business, in line with the parent’s guidelines.

In the light of the above, the company has developemmercial activities with the aim of

providing the most up-to-date offer possible, isp@nse to changes in demand, and making the
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most of the resources in the Milan office, the afiag unit in Pordenone and the Polish branch.
The company has also ramped up the developmenyr&rgies with the UBI Banca Group’s
network.

2 Credit risk management policies

The main principles and operating methods are @#h fin the “Governance and control rules”
approved by the parent’s relevant bodies and impiged by UBI Factor S.p.A..

In this way, on the basis of a structured serieguidielines, the company’s “institutional” aspects
(company officers, extraordinary equity transacticstrategic business plans, relationships with the
supervisory bodies, etc.) and “functional” relasbips with the parent (Planning and Control,
Organisation and Human Resources, Operations anic&g entering new sectors and products)
are regulated as part of a centralised control muahitoring system. Accordingly, credit risk

management policies also fall under this system.

The main risk factors

As factor, the company’s activities are characeetiby its offer of customised services (lending,

management and guarantee services) and enableutlitwe the following main risk factars

Lending Without lending
With recourse No No
Management Management
. management . management
service . service .
service service
Without No No
Management Management
recourse . management . management
service . service .
service service

Credit risk originating from on-statement of financial
position exposure

Credit risk originating from off-statement of financial
position exposure

No credit risk

The purpose of the lending service is to providet@mers with advances on receivables that have
not yet fallen due. It leads to cash exposureHterfactor equal to the agreed advance, which does
not generally exceed an established percentade dfdansferred receivables.

Guarantees against insolvency protect originatans fdefault by the transferred debtor, with the

exception of cases explicitly governed by the fantp agreement (e.g.: non-existent receivable,
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offsetting and contested supplies). Except forazerspecific products, the factor undertakes tq pay
in the absence of an advance, the amount of tinsféred receivables after a certain number of
days have passed from when they fell due. If ticeivables are not acquired definitively or if no
advance is provided, this service gives rise toranutae exposure for the factor, equal to the
revolving limit (which becomes available again las transferred receivables are collected) within
which the factor undertakes to guarantee paymeneogivables to the originator. In order to
mitigate the assumed risk, the factor may negosipeeific types of restrictions to the guarantee.
Factoring transactions therefore provide for thiacstiral and concurrent presence of three parties:
the originator, the factor and the transferred o€b}. Accordingly, in order to measure risk, the
unit of observation is the originator/transfereatienship (except for direct lending, in which the
financed debtor constitutes the observation unityvhich the intermediary may be exposed in a
variety of ways: part of the transferred receivabiegay be with recourse and part may be without;
part of the transferred receivables may be advamced part not, etc.. The composition of the
individual exposures in each originator/transfardationship is a crucial element for the factar, a
it enables the latter to measure the actual rig&llef its exposure. Indeed, the types of factoring
transactions are determined on the basis of thginator/transferee relationship. Similarly, the
acquisition of any guarantees from third partiegaserally based on that relationship and not the

individual transfer.

2.1 Organisational information

In the light of the above, risks are monitored gsam organisational structure in order to sepayatel

analyse and grant credit to counterparties (ortgmadebtor/s) and manage the related financial

transactions. Risks are monitored throughout alé quhases of the lending process and may be
summarised as follows:

° “analysis and evaluation”. quantitative and quék information is gathered from the
relevant counterparties and from the system in rotde assign a credit rating to the
counterparty and quantify the proposed credit line;

0 “approval and formalisation”. once the proposal hasen approved, the contractual
documentation is prepared for the originator’s atgre;

° “monitoring”: continuous monitoring of counterpagito which credit has been granted, both
in relationships with the factor and in the systémorder to identify any irregularities and,
accordingly, act in a timely manner; with specifeference to past due loans, monitoring
includes out-of-court activities involving automateind customised reminders, and, if

necessary, legal action with the support of legalsors.
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2.2 Risk management, measurement and control

Risk classification
The internal classification rules for loans andereables are set forth in the new “Credit
Regulation”, which has been approved by the Bo&mdiectors and which considers the parent’s
guidelines. It is an integral part of the comparotsrently applicable service orders.
Reclassifications between the various categoriesspecifically defined by company regulations,
which have been approved by the Board of Directovgh the identification of specific

circumstances in terms of form and/or substance.

The Credit Committee is specifically responsibletfee classification and proposed management of
default assets (continuously past due by over 98,dastructured, doubtful and non-performing),
after having requested and received an opinionooisistency with Group credit guidelines in

advance from the parent’s Credit or Irregular Gradd Credit Recovery Departments.

Under the aforementioned “Credit Regulation”, saofounts are initially classified as follows:
° *“level 1 risk” (direct risks), which identifies thearty to which the factoring company is
initially exposed;
° *“level 2 risk”, which identifies the credit grantéd the counterparty of the main party to
which the factoring company is initially exposed.
Furthermore, within this macro classification, #hesre sub-groups depending on the type of
counterparty with which the obligation has beeruas=d and the type of underlying transaction.
In order to more efficiently monitor the lendingopess, additional sub-categories have been
created for performing assets (operating, underitmamng, suspended, under elimination, start-up

and revoked).

Assets are classified as “default” (continuouslgtpghue by over 90 days, restructured, doubtful and
non-performing) in accordance with the criteriaabished in the “Credit Regulation” and the
parent’s directives. Classification as such is that result of discretionary assessment, but it is
based on counterparty conduct, which is deemedttoipate a temporary or definitive difficulty in
meeting obligations. Given the particular risk bkde loans, they are managed by a specific

organisational unit (Irregular Credit Service).
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Control systems
Credit risk monitoring inglves the entire structure responsible for managelgtionships witl
originators and transferred debtors. It is definedthe specific internal‘Credit Monitoring

Manual”.

Risk measurement systems
The definition of a credit risk measurement systerthe factoring segment relates closely to
specific type of activity, which, as noted abovifeds in structure from that of a banking busine

The related conceptual model can be summariseallaw/$:

Borrower

. Transaction rating
rating

Other
Type of product collateral/personal
guarantees

Transferor

S e it relationship

The credit risk of the factoring transaci therefore arises from default risk and dilutiorkr(1),

which must be measured separately and then reedi

Default risk relates to all borrower ratings arehgaction ratings. The former can be defined by
probability of default (PD) regulatoiparameter, related to the counterpartgredit quality, while
the latter is an overall rating of the characterssbf the transaction taken as a whole, whick

summary, can be expressed by the loss given d€fasil) regulatory paramets

!As indicated in paragraph 369 of the New Basel Adcdilution risk refers to th“possibility that thereceivable
amount is reduced through cash or+eash credits to the receivatdesbligor.[...] Examples include offsets
allowances arising from returns of goods sold, utisp regarding product quality, possible debtsefliorrower to
receivables bligor, and any payment or promotional discounferefd by the borrow”.
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This logical scheme serves as the company’s guaeldbr the development of internal credit risk

measurement models.

Moreover, until internal ratings-based (IRB) modaie developed with the parent, the company hadefbc

to use the standardised method provided for by Nleev Basel Accord (and implemented by the
“Supervisory instructions for financial intermedes included in the Special List — circular no. 2465
August 1996, 7th update dated 9 July 2007 and gules¢ updates), in accordance with the agreement
signed by the parent, UBI Banca with the ratingnage Cerved S.p.A. (formerly Lince S.p.A.), whighan
ECAI recognised by Banca d'ltalia.

Accordingly, in this context, PD has not yet beeeasured. It follows that the borrower rating is

still incomplete and the result of a joint analysfsquantitative information based on the financial

statements of the previous three years (usingmtataded by a third party market leader approved
by the parent) and qualitative information gatharédrmally by the sales managers.

Although the calculation of the LGD with respect ttee transaction rating uses an advanced
approach, the company believes that it is straddlgiadvantageous for the factoring segment. It is
waiting to agree on a calculation method with tla@ept for the subsequent preparation of the

overall model.
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QUANTITATIVE INFORMATION

1 Credit exposure by portfolio and credit quality

Portfolio/quality

Non-performing

Doubtful

Restructure d

Impaired past
due

Other assets

1. Financial assets held for trading

2. Financial assets at fair value through profioss

3. Available-for-sale financial assets

4. Held-to-maturity investments

8. Hedging derivatives

Total at 31.12.2013

Total at 31.12.2012

226,326
79,05

3,614
153,626

1,718,307
1,838,162

2 Credit exposure

9,296 9,29p
5. Loans and receivables with banks 8,204 59,510 97.710
6. Loans and receivables with financial instituton 4,800 56,587 61,397
7. Loans and receivables with customers 221,526 3614 41,687 1,502,914 2214932

gross ameét amounts
Individual

2.1 Loans and receivables with customers:
Collective

Total B

1,958,502

10,347

Gross amount . : . . Net amount
impairment impairment

A. IMPAIRED ASSETS 302,05( 35,273 - 266,777
ON-STATEMENT OF FINANCIAL POSITION 302,050 35,273 - 266,777
- Non-performing 256,187 34,641 221,5p6
- Doubtful 4,101 487 3,614
- Restructured -
- Impaired past due 41,762 125 41,637
OFF-STATEMENT OF FINANCIAL POSITION - - - -
- Non-performing -
- Doubtful -
- Restructured -
- Impaired past due -
Total A 302,050 35,273 - 266,7
B. PERFORMING ASSETS: 1,958,502 - 10,847 1,948,155
- Unimpaired past due 357,821 2,584 355,241
- Other 1,600,677 7,763 1,592,914

1,948,1

Total (A+B)

2,260,552

35,273

10,347

2,214 ¢
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2.2 Loans and receivables with banks and financiahstitutions: gross and net amounts

Gross amount

Individual

Collective

Net amount

impairment

impairment

A. IMPAIRED ASSETS 13,296 298 13,000
ON-STATEMENT OF FINANCIAL POSITION 13,29 298 - J1B(Q
-__Non-performing 5,051 251 4,800
- Doubtful -
- Restructured -
- Impaired past due 8,241 47 8,200

OFF-STATEMENT OF FINANCIAL POSITION

- Non-performing

- Doubtful

- Restructured

- Impaired past due
Total A
B. PERFORMING ASSETS:

13,298

116,233

13

- Unimpaired past due

- Other

116,233

13

116,233

129,531

As required by the Banca d’ltalia letter of 22 Redry 2011, and in line with IFRS 7, unimpaired st

amounts are detailed below:

Up to 3 months Total exposure

Unimpaired past due: 357,821 357,845
- exposure to originators (with recourse) 249,46 246,461
- exposure to transferred debtors (without resel 111,36¢ 111,364
- Other - -

2.3 Classification of exposure based on external drinternal ratings

2.3.1 Breakdown of credit exposure on- and off-statnent of financial position by third party
rating class
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External ratings

Exposure
Al.1-A3.1 B1.2-B2.2 Cl1 Cl2-C21 No rating

A. Cash exposure 228,493 193,499 258,648 14,611 49713 1,470,009 2,214,932
B. Derivatives

B.1 Financial derivatives

B. Credit derivatives
C. Guarantees given 10,483 10,48p
D. Commitments to disburse 174,508 174,508

funds

Total

228,492

193,453

258,648

14,611

49,713

2.3.2 Breakdown of credit exposure on- and off-statnent of financial position by internal

rating class
Internal ratings
Exposure
Rating 1 Rating 2 Rating 3 Rating 4 No rating Impaired

A. Cash exposure 2,214,932 2,214,932
B. Derivatives

B.1 Financial derivatives

B. Credit derivatives
C. Guarantees given 10,48 10,48p
D. Commitments to disburse 174,50 174,508

funds

3 Credit concentration
3.1 Loans to customers by counterparty business segnt: gross and net amounts

a) Public administration

2,399,927
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Collective
impairment

Individual
Net amount

Gross amount  impairment
losses losses

A. IMPAIRED ASSETS 28,010 1,486 - 26,974
ON-STATEMENT OF FINANCIAL

POSITION 28,01 1,43p - 26,574

- Non-performing 6,018 1,30 4,648
- Doubtful - - -

- Restructured -

- Impaired past due 21,992 66 21926

OFF-STATEMENT OF FINANCIAL
POSITION

- Non-performing

- Doubtful

- Restructured

- Impaired past due

Total B

101,473

B. PERFORMING ASSETS: 101,473 - 4,220 97]253
- Unimpaired past due 17,852 1,p54 16,798
- Other 83,621 3,16p 80,4%5

Total (A+B)

b) Households

129,483
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Gross amount

Individual

impairment

Collective
impairment

Net amount

losses

losses

A. IMPAIRED ASSETS 28p 297 - 55
ON-STATEMENT OF FINANCIAL

POSITION 282 227 55
- Non-performing 282 227 b5
- Doubtful -

- Restructured -

- Impaired past due

OFF-STATEMENT OF FINANCIAL
POSITION

- Non-performing

- Doubtful

- Restructured

- Impaired past due

Total B
Total (A+B)

¢) Non-profit organisations serving households

Gross amount

Individual
impairment
losses

Collective
impairment

losses

B. PERFORMING ASSETS: 4,391 -
- Unimpaired past due 807 807
- Other 3,584

Net amount

A. IMPAIRED ASSETS 218,241 14,673 - 203,548
ON-STATEMENT OF FINANCIAL

POSITION 218,221 14,673 - 203,548
- Non-performing 218,221 14,73 203,648
- Doubtful -

- Restructured -

- Impaired past due

OFF-STATEMENT OF FINANCIAL
POSITION

Non-performing

- Doubtful

- Restructured

- Impaired past due

Total B

Total (A+B)

20,55¢&
238,779

14,673

B. PERFORMING ASSETS: 20,5p8 - 1,068 194490
- Unimpaired past due 3,980 267 3,313
- Other 16,974 801 16,117

C
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d) Rest of the world

Gross amount

Individual

impairment

losses

Collective
impairment
losses

Net amount

A. IMPAIRED ASSETS
ON-STATEMENT OF FINANCIAL

1,984

1,3]

POSITION 1,984 1,315 - 66
- Non-performing 1,811 1,314 5
- Doubtful -
- Restructured .
- Impaired past due 13 1 1

OFF-STATEMENT OF FINANCIAL
POSITION

- Non-performing

- Doubtful

- Restructured

- Impaired past due
Total A
B. PERFORMING ASSETS:

582,518

1,%79

580

- Unimpaired past due

106,110

B394 106

- Other
Total B

Total (A+B)

e) Non-financial companies

Gross amount

475,808
582,51¢
584,507

Individual

impairment

losses

Collective
impairment
losses

1,185

474,6

Net amount

57

(12

939
,316
P3

A. IMPAIRED ASSETS 53,553 17,6p2 - 35,931

ON-STATEMENT OF FINANCIAL

POSITION 53,553 17,622 - 35,981

- Non-performing 29,795 17,77 12,718
- Doubtful 4,101 487 3,614

- Restructured -

- Impaired past due 19,857 58 19,599

OFF-STATEMENT OF FINANCIAL
POSITION

Non-performing

- Doubtful

- Restructured

- Impaired past due

Total B

1,249,562

B. PERFORMING ASSETS: - 3,480 1,246,082
- Unimpaired past due 228,876 B69 228,007
- Other 1,020,686 2,611 1,018,075

Total (A+B)

3.2 Loans to customers by counterparty geographicalegment: net amounts

1,303,115
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a) Public administration

Northwest Northeast

Centre

South

Islands  Abroad

Total

A. IMPAIRED ASSETS 1,408 1,460 9p2 22,759 - - 785
ON-STATEMENT OF FINANCIAL

POSITION 1,403 1,46D 952 22,769 - - 26,574
- _Non-performing 8 4,64( 4,648

- Doubtful -

- Restructured

- Impaired past due 1,403 1,460 044 18,119 8[,92

OFF-STATEMENT OF FINANCIAL
POSITION

- Non-performing

- Doubtful

- Restructured

- Impaired past due

Total B

1,051

59,643

30,1

10

B. PERFORMING ASSETS: 6,419 1,051 59,643 30,140 - - 97,253
- Unimpaired past due 1,109 182 10/302 5,205 7986,
- Other 5,31( 869 49,341 24,985 80,455

Total (A+B)

b) Households

Northwest Northeast

2,511

Centre

60,595

52,8

South

29

Islands  Abroad

Total

A. IMPAIRED ASSETS - 3B 17 - 55
ON-STATEMENT OF FINANCIAL

POSITION - - - 35 1} 55
- __Non-performing 38 17 5%

- Doubtful -

- Restructured -

- Impaired past due

OFF-STATEMENT OF FINANCIAL
POSITION

- Non-performing

- Doubtful

- Restructured

- Impaired past due

Total B

Total (A+B)

877
877

B. PERFORMING ASSETS: 1,202 g77 1,226 P51 835
- Unimpaired past due 21 161 P25 46 154
- Other 981 714 1,000 205 681

c) Non-profit organisations serving households
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Northwest Northeast Centre South Islands  Abroad Total

A. IMPAIRED ASSETS 8,099 - 195,449 - - - 203,548
ON-STATEMENT OF FINANCIAL

POSITION 8,099 195,449 - - - 203,5¢18
- Non-performing 8,099 195,449 203,p48
- Doubtful -

- Restructured -

- Impaired past due -
OFF-STATEMENT OF FINANCIAL
POSITION - - - - - -
- Non-performing -
- Doubtful -
- Restructured -

- Impaired past due -

B. PERFORMING ASSETS: 912 - 18,978 - - - 19490
- Unimpaired past due 1655 3,158 3,313
- Other 757 15,420 16,197

18,578
Total (A+B) - 214,027

d) Rest of the world

Northwest Northeast Centre South Islands  Abroad Total

A. IMPAIRED ASSETS H - - - - 669 669
ON-STATEMENT OF FINANCIAL
POSITION - - - - ] 664 669
- Non-performing 557 557
- Doubtful -
- Restructured -
- Impaired past due 112 112
OFF-STATEMENT OF FINANCIAL
POSITION - - - - . -
- Non-performing -
- Doubtful -
- Restructured -

- Impaired past due -

B. PERFORMING ASSETS: - - - - - 5809
- Unimpaired past due 106,316
- Other 474,623

580,939 580,93
Total (A+B) 581,608 581,6C

e) Non-financial companies
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Northwest Northeast Centre South Islands  Abroad Total

A. IMPAIRED ASSETS 6,300 1,825 23,292 4,489 16 - 5,93]

ON-STATEMENT OF FINANCIAL
POSITION 6,309 1,825 23,292 4,489 16 - 35,

031

- Non-performing 2,013 105 6,622 3,962 16 13,71

- Doubtful 376 7( 2,643 535 3,6

14

- Restructured

=

- Impaired past due 3,920 1,650 14(027 2

p,599

OFF-STATEMENT OF FINANCIAL
POSITION - - - - 1 1

- Non-performing -

- Doubtful R

- Restructured -

- Impaired past due -

B. PERFORMING ASSETS: 490,647 182,465 482,009 25,0 55,887 - 1,246,082

- Unimpaired past due 89,178 33,887 88,198 5,4180,224 228,007

- Other 400,86 bS6 45
490,647 182,465 482,009 35,74 55,387
Total (A+B) 496,95€ 184,290 505,301 39,563 55,903

3.3 Large exposure

a) nominal amount of large exposure 1,949,575
a) weighted total of large exposure 919{216
¢) number 2

a) nominal amount of large exposure 2,204.876
a) weighted total of large exposure 951|094
¢) number 31

3.2 MARKET RISK

3.2.1 INTEREST RATE RISK
QUALITATIVE INFORMATION

1 General information
Interest rate risk, i.e., the transformation of dages or imbalance between the average due dates o
assets and liabilities, is immaterial in the scopéhe company’s activities, as its assets coruist
loans and receivables with customers with clear aedl-defined due dates. Furthermore, the
company does not trade on the market and, accdyditige average ageing of assets is closely
monitored and not subject to unexpected fluctuation
Accordingly, the company’s sources of funding d@ractured on the basis of the type of lending.
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Financial management is not speculative and avespggads remain at more or less steady levels
throughout the year.
There are no substantial differences between sswicinding and the application of funds, as the

company uses index-linked instruments on both ends.

2 Interest rate risk management
In the light of the above, overall, the companysilnet use advanced cash management models, as
it finds it sufficient to carefully monitor the smes and application of funds, which have shorter
lives on average.
Cash management is integrated in the FactoringGerteral Ledger functions and bank balances
are continuously updated using the remote bankiewyices of one of the Group’s banks.

Accordingly, funding rates are monitored continugasd on a daily basis.

QUANTITATIVE INFORMATION

1 Residual life (repricing date) of financial assetand liabilities

From3to6 From6 months Fromlto5 Fromb5to 10

Ondemand Upto 3 months Ower 10 years
months to 1 year years years
1. Assets
210,01¢ 1,255,743 188,866 112,670 183,057 - - 4805,

1.1 Debtinstrumen

1.2 Loans and receivah 209,69 1,253,551 188,861 103,66. 183,041 - - 405,24

1.3 Otherasse 322 2,26« - 8,90¢ 17 20¢
2. Liabilities (1,292,983 (939,23p) - (5,129) (31 - - (61L9)

2.1 Financial liabilitie: (1,277,042 (932,463

2.1 Debtinstrumen

2.3 Other liabilitie: (15,941 (6,773 (5,129 (31 (619
3. Financial derivatives - E . E E q E

Options

3.1 Long position

3.2 Short position

Other derivatives

3.3 Long positions

3.4 Short positions

2 Interest rate risk measurement and management modelnd other methods
In the light of the above, overall, the companysloet use advanced cash management models, as
it finds it sufficient to carefully monitor the smes and application of funds, which have shorater

lives on average.
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Cash management is integrated in the FactoringGarteral Ledger functions and bank balances
are continuously updated using the remote bankiewyices of one of the Group’s banks.

Accordingly, funding rates are monitored continugasd on a daily basis.

3.2.2 PRICE RISK

QUALITATIVE INFORMATION

1 General information
The company is not exposed to price risk, intendgdhe possibility of incurring losses in the
trading of securities, as it does not trade omtleket. Its application of funds relates solelyp&df-
paying or cash loans and receivables held to ntgturi

The company does not use derivatives. It doeserdbn securitisations either.

2 Price risk management
In the light of the above, the company’s reducegosxre to price risk does not require the use of

any particular instruments other than those fomany operations.

QUANTITATIVE INFORMATION
1 Price risk measurement and management model and a¢h methods
In the light of the above, the company’s reducegosxre to price risk does not require the use of

any particular instruments other than those fomany operations.

3.2.3 CURRENCY RISK
QUALITATIVE INFORMATION
1 General information
The portion of the portfolio in foreign currencygseater than in the past. This is a trend duééo t
company’s growing operations in foreign markets.
The overall impact is, however, so limited thatreuacy risk cannot currently be considered

material.

2 Currency risk management
With respect to currency risk, operating proceduesguire foreign currency transactions to be

hedged with the same currency and due date.
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QUANTITATIVE INFORMATION

1 Assets, liabilities and derivatives by currency

1. Financial assets

US dollar

Polish zloty

Currencies

Swedish

Danish krone British pound

18,

311,591

89,189

P45

7064

krona

Swiss franc

28 119

Other
currencies

1.1 Debtinstruments

1.2 Equity instruments

5. Derivatives

1.3 Loans and receivables 311(591 89,189 458 9 7,064 28p 119 43
1.4 Other financial assets - - - -
2. Other assets - 590 - -
3. Financial liahilities 311,19(¢ 89,142 18,897 2,0 264 10
3.1 Financial liabilities 311,1P0 89,142 817 7,021 26p 108
3.2 Debt instruments - - - -
3.3 Other financial liabilities -
4. Other liabilities 127

5.1 Long positions

5.2 Short positions
Total assetsi

Total liabilities

Unbalance (+/-)

311,591
311,190
401.

89,779
89,269
51)

18,845
18,857
48

7,064
7,021
43

2 Currency risk measurement and management model andther methods
With respect to currency risk, operating proceduesguire foreign currency transactions to be

hedged with the same currency and due date.

3.3 OPERATIONAL RISKS

QUALITATIVE INFORMATION

1 General information, operational risk management ppcesses and measurement
methods

Within the scope of business risks, operation&isrisonsist of an extremely broad range, and they
are often considered residually after credit andketaisks.
In the light of the indications issued in the NewasBl Accord (and implemented by the
“Supervisory instructions for financial intermedes included in the Special List — circular no. 216
of 5 August 1996 and subsequent updates”), theepiraf operational risk relates to the following
causal categories:

s human resource: events due to error, fraud, valatiof rules and internal procedures
and, in general issues relating to the incompetenoegligence of personnel;

o systems: this category consists of everythingireab the technological systems in use.
Accordingly, it encompasses IT system issues, pragring errors and interruptions in
the network and telecommunications infrastructure.
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o processes: these are factors connected to theayenedit process, such as violations of
IT security due to insufficient controls, transaatregistration and accounting errors and
errors in the measurement models;

o external factors: these are generally everythirag $lips past controls, such as changes
in the general legislative context (with adversie@t on the company’s profitability),
criminal acts of any kind (theft, arson, etc.). §htategory could also include
reputational risk, i.e., potential losses due torgmnduct with counterparties in general.
However, the company treats that separately, ewith the New Basel Accord.

The logical scheme described above has been sWitethe parent as part of the “Operational risk
management policy” of UBI Banca, with significantfeets on the risk management and

measurement system.

1 Operational risk management policies
Operational risk management begins with the consite that risks related, in particular, to
human resources, systems and processes, can baiseiby introducing clear and well-defined
management procedures when responsibilities argnassand with the appropriate internal control
policies.
Accordingly, company processes are documentedternal procedures that provide for specific
level 1 controls to ensure that the activities pated for are actually carried out. Any irregulagi
that arise are investigated through a level 2 obrstystem, in order to assess the content of each
irregularity in terms of operational risk (with without an impact on profit or loss).
As the efficiency and effectiveness of processdselgeved to be key to ensuring the company’s
ability to continue as a going concern, a seriegwél 3 controls are also performed to identify an
steps to be taken on the individual stages of ¢ipgractivities.
With respect to operational risk arising from ewrtdrcircumstances, the company takes specific
precautions (insurance policies and advisory sesvitom third parties) with the aim of minimising

any events that, by their very nature, cannot bectly controlled.

a. Organisational aspects
In accordance with the above guidelines, operatiosks are managed on the basis of the parent
UBI Banca’s “Operational risk management policy”.
Steps taken to control operational risk are disstisgth the parent as part of the “Progressive-Roll

out Plan” which provides for (following the appréwd UBI Banca’s management and supervisory
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boards — of 6 and 7 March 2012, respectively, aedesolution of UBI Factor's Board of Directors

on 27 July 2012) UBI Factor’s inclusion in the sities for the adoption of the advanced

measurement approach before 31 December 2014 é&vatignal risk (as per the resolution of the

Board of Directors in 2008, UBI Factor currentlypéps the standardised method).

At organisational level, the following roles haveeln provided for:

(o]

Operational Risk Manager (ORM), responsible, witthieir legal entity, for preparing the
group operating risk management policy with resgecoperational risk management
aspects, reporting to the parent’s General Managdrparticipating, when invited, in the
parent's Operational Risk Committee meetings. Tgosition is filled by UBI Factor's
General Manager.

Local Operational Risk Support (LORS), mainly supipg the Operational Risk Manager
in the creation and coordination of the operatiam#{ management system in accordance
with group policy. At UBI Factor, this positionfidled by the Risk Control Manager.

Risk Champions (RCs), reporting directly to the @gienal Risk Owners (OROSs) through
Local Operational Risk Support (LORS) and oversgefrom an operational standpoint,
that the operational risk management process -elation to their business area - is
performed correctly. They are also responsible doordinating and supporting the
corresponding Risk Owners. At UBI Factor, this posi is filled by the heads of the
functions who report directly to general management

Risk Owners (ROs), who are responsible for recaggiand reporting any loss events (loss
data collection, “LDC”) and/or potential loss ewerftisk assessment, “RSA”) that arise.
They report to a Risk Champion. At UBI Factor, thelsities are performed by those who,
as they operate within the scope of the organisatianits relating to the above Risk
Champions, can recognise actual and/or potensal éwents attributable to operational risk
factors in the scope of their day-to-day activities

Accountants, responsible for ensuring the correct e@omplete recognition of operating
losses. At UBI Factor, two employees have beenngihese responsibilities (one at the
Milan office and one at the operating unit in Porolee)

Insurance Function, assigned to specific figurestified within the scope of the structures
responsible for claims management necessitatingranse coverage. These structures are
also responsible for the correct and complete stmgeof insurance compensation and all
supporting information. At UBI Factor, an employatethe Milan office has been assigned

the role of the insurance function.
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The Risk Control Unit performs the level 2 contr@isk control).
However, considering the importance of the openafiorisk management process, the entire
company structure is involved in continuous moiitgractivities, and not just necessarily when

performing a specific level 1 control.

b. Risk management, measurement and control

Risk classification
Operational risk events are classified in accordawmith the “UBI Banca Group’s operational risk

management policy” approved by the parent anchmWith the New Basel Accord.

Measurement system
As provided for by the “Operational risk managemauolicy”, the detection of operating losses and
consequent measurement are performed on the fasi® anacro activities: loss data collection
and risk assessment.
As part of loss data collection, risk owners sura@y operating losses in the specific application
made available to UBI Factor (and other group cargs) on UBI Banca’s portal. The information
flow is digitally transmitted to the respective kichampion for validation. The accountant,
authorised to access the procedure, electronivaligates the accounting data input in relation to
the loss.
The Local Operational Risk Support Unit performsqudic controls to validate the reports.
The purpose of calculating actual losses is, ialiey; for the parent’s subsequent reporting to ABI
as part of ABI's “DIPO” project.
The purpose of risk assessment activities is tonagt the company’s potential operating losses.
The company began performing these activities 072With an initial risk mapping stage, mainly
by analysing internal rules and external regulatjdmstorical losses and general market losses and
by interviewing business unit experts throughowt émtire process. The second stage of self risk
assessment involved the experts’ assessment ofetted of operational risk exposure of the
analysed activities, through a combination of eattins of the probability of potential events
actually occurring, the potential cost for the camp is they were to occur and the perceived
effectiveness of controls in place at the time.
The analysis was also conducted for 2013 and thgaay will soon discuss the results with the

parent.
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QUANTITATIVE INFORMATION

In 2013, loss data collection activities showedrapeg losses of €1,158 thousand (2.75% of net
trading income).

The amount includes approximately €1,038 thousafating to the dispute with INPS, while the
difference relates to settlement agreements witpl@yees already under negotiation in 2012,
which ended in 2013.

3.4 LIQUIDITY RISK

QUALITATIVE INFORMATION

1 General information, liquidity risk management processes and measurement methods
In general, this risk can arise from the companyability to gather funds or its ability to gather
them but at higher-than-market costs (funding tigyirisk), or from limits to the sale of assets
(“market liquidity risk”), leading to losses.

2 Liquidity risk management
In general, this risk is limited for the companyi@sfunding is almost totally concentrated with
UBI Banca Group banks, as it shares their fundimlgcy based on the characteristics of loans.
Despite the Group’s substantially sound situatmmditions on the general financial market are
unfavourable, leading the parent to significantytain the resources allocated to group companies
(including UBI Factor) with a drop in loans.
However, discounts without recourse (IFRS-comp)igi@nerate medium liquidity risk associated
with the correct estimate of the stress time aglsethe parties. This is the term after which,ha t

event of non-collection or late collection, the gany could suffer loss of revenue.

QUANTITATIVE INFORMATION

1. Breakdown of financial assets and liabilities by reidual contractual term

Currency: Euro + all other currencies, total
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From7 to 15 From1to3 From3to 6 AIHE From1to3 From3to5

Ondemand From1 to 7 days days From 15 days to 1 month - - months to 1 years years Ovwer 5 years ~ Undetermined

Assets 210,01 142,539 127,888 359,083 624,994 188,866 2,574 183,057 E > 406,7B5
A.1 Government bonds
A.2 Other debt instruments
A.3 Loans 209,694 142,539 127,888 357,328 624,485 188,86 103,662 183,040 406,52
A.4 Other assets 3p2 1,754 50¢ 8,948 7 208
Liahilities (1,292,983 (350,00) c (542,846) (46,390) = (5,129) )31 | (619
B.1 Financial liabilities due to: (1,277,042) (35@510 g (542,463 (40,000) - - - - - -

- Banks (1,268,86(1) (350,090) = (542,463) (4m)po

- Financial institutions

- Customers (8,181)
B.2 Debt instruments
B.3 Other liabilties (15,941) (383 (6,390) (5,129) [©)) (619
Off- 1t of financial position 184,97. - 18 - - N

C.1Financial derivatives with

exchange of principal - - - - - = o -

- Long positions

- Short positions

C.2 Financial derivatives without

exchange of principal - - - B o o - -

- Positive differentials

- Negative differentials

C.3 Loans to be received - - - - = B = -

- Long positions

- Short positions

C.4 Firm commitments to

provide funds 174,508 - - - - - - - - -
- Long positions
- Short positions 174,508

C.5 Financial guarantees given 104464 18

C.6 Financial guarantees receives - - - - - B o -

Currency: Euro

From1to7 From7to1l5 From 15 days From1to3 From3to6 Rre® From1to3 From3to5

On demand months to 1

days days to 1 month months months wEET years years

Ower 5 years

Undetermined

Assets 147,98 85,180 107,32 232,832 525|663 178,107 6, 183,019 -

380,286

A.1 Government bonds

A.2 Other debt instruments

A.3 Loans 147,699 85,180 107,882 2314077 525,154 73,107 87,35 183,019

380,07

A.4 Other assets 3p2 1,759 509 8,850

209

Liabilities (1,278,824 (350,000) = (130,3¢7)  (46,390) - (5,129) |31 B

(619

B.1 Financial liabilities due to: (1,263,972) (35(Inﬂ0 E (130,000 (40,000) - - - -

- Banks (1,255,900) (350,000 (130,400)  (40,000)

- Financial institutions

- Customers (8,0713)

B.2 Debt instruments

B.3 Other liabilities (14,859) (367} (6,390) (5,129) @3

(619

ff- 1t of financial position 175,10 F 3 - 18 -

C.1 Financial derivatives with

exchange of principal - - - s = = = - -

- Long positions

- Short positions

C.2 Financial derivatives without

exchange of principal - - - B B = = - -

- Positive differentials

- Negative differentials

C.3 Loans to be received - - - = o = - -

- Long positions

- Short positions

C.4 Firm commitments to

provide funds 174,5p8 - - - = = - -

- Long positions

- Short positions 174,508

C.5 Financial guarantees given p95 18

C.6 Financial guarantees receive | - - - - o 5 5 - d

Currency: USD
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From1to7 From7to15 From15 days From1to3 From3to6 REE From1to From3to5

On demand days days o4l G - —— months to 1 3years vears Ower 5 years Undetermined

year

Assets 55,491 54,304 18,080 109,924 59[721 1,384 - - - - 11,904
A.1 Government bonds
A.2 Other debt instruments

A.3Loans 55,491 54,304 18,480 109224 59,721 41,38 11,904
A.4 Other assets
Liabilities (72)| 1 1 (311,119 - - - - - - -
B.1 Financial liabilities due to: (L) - - (311,119) - | - E E E

- Banks (1) (311,119)

- Financial institutions

- Customers
B.2 Debt instruments
B.3 Other liabilities (7]

Off-statement of financial position - | E b -

C.1 Financial derivatives with
exchange of principal - - - - - - - - - - -
- Long positions
- Short positions

C.2 Financial derivatives without
exchange of principal - - - - - - - - - - -
- Positive differentials
- Negative differentials

C.3 Loans to be received - - - - - - - - - - -
- Long positions
- Short positions

C.4 Firm commitments to
provide funds - - - - - - - - - - -
- Long positions
- Short positions

C.5 Financial guarantees given

C.6 Financial guarantees received - - - - - - - 8 o d i

Currency:PLN

From1to7 From7to15 From15 days From1to3 From3to6 Ren@ Fromlto Fom3to5

On demand months to 1 Over 5 years  Undetermined

days days to 1 month months months e 3 years years

Assets 725 3,05. 2,303 13,7p0 32,801 12]964 11,911 37 - - 11,231
A.1 Government bonds
A.2 Other debt instruments

A.3 Loans 725 3,093 2,3p3 13,700 32801 13,964 8531, 21 11,231
A .4 Other assets 58 11
Liabilities (11,635 (77,522) o E = s - o
B.1 Financial liabilities due to: (11,635) - - (77530 | g E 1
- Banks (11,63%5) (77,507)
- Financial institutions
- Customers
B.2 Debt instruments
B.3 Other liabilities (16)
Off-statement of financial positio 9,869 F I

C.1 Financial derivatives with
exchange of principal - - - - - - - - - -
- Long positions
- Short positions

C.2 Financial derivatives without
exchange of principal - - - - - - - - - -
- Positive differentials
- Negative differentials

C.3 Loans to be received = = = = = = = = = =
- Long positions
- Short positions

C.4 Firm commitments to
provide funds - - - - - - - - - -
- Long positions
- Short positions

C.5 Financial guarantees given| 9,869

C.6 Financial guarantees receijed - - - - - - - - - - -

Currency: DKK

94



From 6

From1to7 From7to1l5 From15 days From1to3 From3to6 From1to From3to5 .
Rllenand days days tol monthy months months mor;tgzrto £ 3 years years SEroyEas) Ui

Assets 109 12 3,116 6,710 1,410 4,061 - - - 3|
A.1 Govemnment bonds
A.2 Other debt instruments
A.3 Loans 10p 124 3,116 6,110 1,410 4{061 3,313
A.4 Other assets
Liabilities (1,060, (17,837) - - - - - -
B.1 Financial liabilities due to: (1,040) - (17,87 - - E E b

- Banks (1,060) (17,897)

- Financial institutions

- Customers

B.2 Debt instruments

B.3 Other liabilities

Off-statement of financial position

C.1 Financial derivatives with

exchange of principal

- Long positions

- Short positions

C.2 Financial derivatives without

exchange of principal

- Positive differentials

- Negative differentials

C.3 Loans to be received

- Long positions

- Short positions

C.4 Firm commitments to

provide funds

- Long positions

- Short positions

C.5 Financial guarantees given

C.6 Financial guarantees receivef

Currency: GBP

On demand

days

days

to 1 month months

months

From 6

From1lto7 From7tol5 From 15 days From1to3 From3to6 From 1 to

months to 1
3 years

From3to5
years

Over 5 years Undetermined

Assets

5,554

year

A.1 Government bonds

A.2 Other debt instruments

A.3Loans

5,556

22

A.4 Other assets

Liabilities

(1,019

(6,009

B.1 Financial liabilities due to:

(6,000)

- Banks

(6,000

- Financial institutions

- Customers

B.2 Debt instruments

B.3 Other liabilities

(1,019)

Off-statement of financial position|

C.1 Financial derivatives with

exchange of principal

- Long positions

- Short positions

C.2 Financial derivatives without|

exchange of principal

- Positive differentials

- Negative differentials

C.3 Loans to be received

- Long positions

- Short positions

C.4 Firm commitments to

provide funds

- Long positions

- Short positions

C.5 Financial guarantees given

C.6 Financial guarantees receivgd

Currency: CHF
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From1to7 From7to15 From15days From1to3 From3to6 REmE Fromlto From3to5

On demand months to 1 Over 5 years Undetermined

days days to 1 month months months e 3 years years

Assets 119 F

A.1 Government bonds
A.2 Other debt instruments

A.3Loans 11p

A.4 Other assets

Liahilities (108)

B.1 Financial liabilities due to: (108) - - - - - - = g d i
- Banks
- Financial institutions
- Customers (10B)

B.2 Debt instruments
B.3 Other liabilities
Off-statement of financial positiol - - g | g 1
C.1 Financial derivatives with
exchange of principal - - - - - - - - - -
- Long positions
- Short positions
C.2 Financial derivatives withou
exchange of principal - - - - - - - - - -
- Positive differentials
- Negative differentials
C.3 Loans to be received = = = = = = = = = =
- Long positions
- Short positions
C.4 Firm commitments to
provide funds - - - - - - - - - -
- Long positions
- Short positions
C.5 Financial guarantees given
C.6 Financial guarantees received - - - - - - - - - - -

Currently: SEK

From1to7 From71t015 From15days Fromito3 From3t06 °M8  momito Fom3tos

On demand months to 1 Over 5 years Undetermined

days days to 1 month months months . 3 years years

Assets 0] : 1 21] 7 F - - E E -

A.1 Government bonds
A.2 Other debt instruments

A.3 Loans 0] | 1 211 7 F

A.4 Other assets

Liabilities (266

B.1 Financial liabilities due to: (266) = = - - - = e N d i
- Banks (266)
- Financial institutions
- Customers

B.2 Debt instruments
B.3 Other liabilities
Off-statement of financial position - g g g E -
C.1 Financial derivatives with
exchange of principal - - - - - - - - - -
- Long positions
- Short positions
C.2 Financial derivatives without
exchange of principal - - - - - - - - - -
- Positive differentials
- Negative differentials
C.3 Loans to be received - - - - - - - - - -
- Long positions
- Short positions
C.4 Firm commitments to
provide funds - - - - - - - - - -
- Long positions
- Short positions
C.5 Financial guarantees given

C.6 Financial guarantees received - - - - - - - = d d J

Currency: Other currencies
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From1to7 From7to1l5 From15days From1to3 From3to6 R From1to From3to5 .
months to 1 Ower 5 years Undetermined
days days to 1 month months months W 3 years years

On demand

Assets 43
A.1 Government bonds
A.2 Other debt instruments
A.3 Loans 4
A.4 Other assets
Liabilities
B.1 Financial liabilities due to:
- Banks
- Financial institutions
- Customers
B.2 Debt instruments
B.3 Other liabilities
Off-statement of financial position
C.1 Financial derivatives with
exchange of principal
- Long positions
- Short positions
C.2 Financial derivatives without
exchange of principal
- Positive differentials
- Negative differentials
C.3 Loans to be received
- Long positions
- Short positions
C.4 Firm commitments to
provide funds
- Long positions
- Short positions
C.5 Financial guarantees given

C.6 Financial guarantees receivefl

The company has calculated liquidity risk of appmately €40 thousand on amounts in the
definitive discounting (IFRS-compliant) portfoliorerdue by more than the estimated stress time.
This risk relates to situations in which the cdsfumding is not covered by the return on lending.

Section 4 Equity information

4.1 Equity

4.1.1 Qualitative information

The company’s equity is composed of the fully pagdshare capital, share premium, income-
related reserves (in accordance with the pay-ostruntions of the parent, the company’s sole
shareholder), negative goodwill, reserves arismogfgains on the sale of business units and FTA
reserves. There are no valuation reserves, exoephé reserve for the actuarial gain/loss on post-

employment benefits. The company holds no treasluayes and no equity instruments.

4.1.2 Quantitative information
97



4.1.2.1 Equity: analysis

Amount at Amount at
31.12.2013 31.12.2012
1. Share capital 36,114 36,116
2. Share premium 2,066 2,066
3. Reserves 89,89( 88,824
- income-related 81,674 80,600
a) legal reserve 7,223 7,228

b) statutory reserve - -
c) treasury shares - -

d) other 74,453 73,386
- other 8,219 8,215
4. (Treasury shares)
5. Valuation reserves (359 (325

- Available-for-sale financial assets = =
- Property and equipment - -
- Intangible assets - -
- Hedges of investments in foreign operations - -
- Cash flow hedges - -

- Exchange rate gains (losses) - -
- Non-current assets held for sale and disooet! operations - -
- Special revaluation laws - -
- Net actuarial losses on defined benefit plans (359 (325
- Portion of valuation reserves of equity-acetad investees - -
6. Equity instruments
7. Profit for the year 7,347 3,341
Total 135,05% 130,02

4.2 Regulatory capital and ratios

4.2.1 Regulatory capital

4.2.1.1 Qualitative information

Regulatory capital is calculated using assetsiliti@s and profit or loss determined in accordance
with IFRS, on the basis of the “Supervisory instiats for financial intermediaries included in the
Special List — circular no. 216 of 5 August 1996d asubsequent updates”, as well as the
“Instructions for the preparation of financial siatents of financial intermediaries included in the
Special List — December 2012”, both issued by Batitalia.

Regulatory capital is calculated as the algebram sf a series of positive and negative elements,
which are admitted to the calculation - with orhvaitit limits - depending on their capital quality.

In order to be used, assets, less any tax expenst,be free of restrictions or delays to coveksiis
and company losses when such risks or losses arise.
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UBI Factor’'s regulatory capital includes Tier 1 amer 2 (there are no deductions such as
prudential filters, which would be calculated asre@ases and/or decreases depending on their
nature)

Specifically, UBI Factor’s:

» Tier 1 capital includes paid-up share capital (ceptl20 of the statement of financial

position), reserves (captions 150 and 160 of theestent of financial position), profit for
the year, net of any amount potentially allocaldedavidends and other pay-outs (caption
180 of the statement of financial position). Intdheg assets (caption 110 of the statement of
financial position) are then deducted from the sirthese items.
The algebraic sum of the positive and negative efgmof Tier 1 capital constitutes “Tier 1
capital before the elements to be deducted”, whethmmed with the “elements to be
deducted from Tier 1 capital” (50% of equity inveshts of over 10% in banks and
financial companies), determines “Total Tier 1 ¢alpi

» Tier 2 capital includes the valuation reserves gard upon first-time adoption of IFRS,

with specific reference to the effects on post-empient benefits (caption 170 of the
statement of financial position).
As UBI Factor does not have any prudential filtéhés amount constitutes “Tier 2 capital
before the elements to be deducted”, which, less‘¢fements to be deducted from Tier 2
capital” (50% of equity investments of over 10% banks and financial companies),
determines “Total Tier 2 capital”.

* Regulatory capital is the algebraic sum of Tierntl dier 2 capital, as UBI Factor has no

additional elements to deduct or any other amailnatiswould constitute Tier 3 capital.

2 prudential filters are adjustments to equity capim order to safeguard the quality of reportiagital and reduce potential
volatility caused by the application of IFRS.
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4.2.1.2 Quantitative information

Total at Total at

31.12.2013 31.12.2012
A. Tier 1 capital before the application of prudental filters 135,367 127,503
B. Tier 1 prudential filters: ) )
B.1 Positive IFRS prudential filters (+)
B.2 Negative IFRS prudential filters (-)
C. Tier 1 capital before deductions (A+B) 135,367 127 50
D. Elements to be deducted from Tier 1 capital ) )
E Total tier 1 captial (C-D) 135,367 127 50
F. Tier 2 capital before the application of prudenial filters (359 (325
G. Tier 2 prudential filters: ) )
G.1 Positive IFRS prudential fiters (+)
G.2 Negative IFRS prudential filters (-)
H. Tier 2 capital before deductions (F+G) (359 (325
l. Elements to be deducted from Tier 2 capital ) )
L. Total tier 2 capital (H-I) (359 (325
M. Elements to be deducted from Tier 1 and Tiea2ital
N. Required capital (E+L-M) 135,008 127,178
O. Tier 3 capital
P. Required capital including Tier 3 capital (N+O) 135,008 127,118

4.2.2 Capital adequacy

4.2.2.1 Qualitative information

The regulatory capital requirements issued by Bahitalia (“New regulatory capital requirements
for banks” — circular no. 263 of December 2006 anthsequent updates and the “Supervisory
instructions for financial intermediaries includedthe Special List — circular no. 216 of 5 August
1996 and subsequent updates”) emphasise the impertaf the regulatory capital adequacy
evaluation process, requiring, in general, banks iatermediaries to define an internal regulatory
capital adequacy assessment process for determotadgcurrent and prospective regulatory capital
adequacy in order to cover all relevant risks (tGAAP process”).

The parent, UBI Banca, has, in this respect, astaddd a specific organisation unit called the
ICAAP Service within its Risk Management Area, whiit has made responsible for activities
related to the current and prospective regulatapital adequacy assessment process.

For UBI Factor, the relevant legislation (“Supeoris instructions for financial intermediaries

included in the Special List — circular no. 21650August 1996 and subsequent updates”) does not
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provide for individual obligations, as the compasypart of the UBI Group which is already subject
to supervision on a consolidated basis.

UBI Factor’'s Risk Management and Anti-Money LaumdgrDepartment also internally monitors
the composition of regulatory capital and its adexyuin terms of regulatory obligations and the
company’s risk propensity (which is agreed with plaegent as part of the company mission defined
jointly with the parent in the guidelines approvéy UBI Factor's Board of Directors),
continuously discussing them with its General Mamagnd reporting thereon to the Board of
Directors each half year. Furthermore, on the ba$isstructions received from the parent’s
ICAAP Service, it feeds the routine reporting flowsth specific respect to regulatory capital
requirements in terms of credit and operation&l, as well as for interest rate risk.

UBI Factor’s general management also collaboratgstive parent (by participating on the parent’s
Steering Committees and holding meetings with UBh&'’s top management) to evaluate specific
measures (on capital or to, for example, mitigageunderlying credit risk) to be taken as a result
transaction that could have a particularly sigaifitimpact on capital.

UBI Factor adopts the standardised method of idd&i reporting capital adequacy for both

operational and credit risk.
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4.2.2.2 Quantitative information

Unweighted

Weighted/required

31.12.2013 31.12.2012 31.12.2013 31.12.2

A. RISKASSETS

A.1 Credit and counterparty risk
1. Standardised method s

2,570,81

1,774,090 1,803

793

2,459,206
2. IRB method

2.1 Basic

2.2 Advanced

3. Securitisation

B. CAPITAL REQUIREMENTS
B1 Credit and counterpary risk
B.2 Market risk

1. Standard method

2. Internal models

3. Concentration risk
B.3 Operational risk

1. Basic method

2. Standardised method

3. Advanced method
B.4 Other prudential requirements
B.5 Other calculation elements

B.6 Total prudential requirements

106,441

108,27

7,433

7,88

(28,470

(29,027

=g

85,409

87,08

C. RISKASSETS AND CAPITAL RATINGS

C.1 Risk-weighted assets

C.2 Tier 1 capital/risk-weighted assets (Tier lidpatio)

C.3 Regulatory capital including Tier 3/Risk-weigHtassets (Total capital ratio)

1,423,480

1,451,31

15

9.51%

8.799

9.48%

8.769

The figures given above are based on the processifigr capital report 5. In particular:

1) A.1.1. Credit risk: the weighted amounts are catad by applying the weighting rates provided fpiBanca

d’ltalia regulations on the basis of the custongpetto the equivalent positions;

2) B.1. Capital requirement: this is calculated akad rate of 6% of the total weighted amounts;

3) B.3.2. Operational risk: this is calculated at>aedi rate of 15% of average total income in the jotes/three

years;

4) B.5 Reduction in capital requirements: this is gklted at a fixed rate of 25% of the above requinets), as

the company is part of a consolidating banking grou

5) B.6 Total capital requirements: these are equtdidsum of B.1, B.3.2 and B.5.

6) C.1, C.2 and C.3 Risk-weighted assets: the amaurhiculated as the product of total prudentialitabp

requirements (B.6) and the inverse value of theémum mandatory rate (6%).
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Section 5 — Breakdown of comprehensive income

Gross amount

Income taxes

Net amount

10.

Profit for the year

11,913

4,571)

7,34

20.
30.
40.
50.
60.

70.

80.

90.

100.

110.

120.

130.

Other comprehensive expense that will not be reclasfied
subsequently to profit or loss

Property and equipment

Intangible assets

Defined benefit plans

(46)

(33

Non-current assets held for sale

Portion of valuation reserves of equity-acemted

investees

Other comprehensive income that will be reclassifi
subsequently to profit or loss

Hedges of investments in foreign operatis:

a) fair value gains (losses)

b) reclassification to profit or loss

c) other changes

Exchange rate gains (losses):

a) fair value gains (losses)

b) reclassification to profit or loss

c) other changes

Cash flowhedges:

a) fair value gains (losses)

b) reclassification to profit or loss

c) other changes

Available-for-sale financial assets:

a) changes in value

b) reclassification to profit or loss

- impairment losses

- gains/losses on sales

c) other changes

Non-current assets held for sale:

a) fair value gains (losses)

b) reclassification to profit or loss

c) other changes

Portion of valuation reserves of equity-acemted

investees

a) fair value gains (losses)

b) reclassification to profit or loss

- impairment losses

- gains/losses on sales

c) other changes

Total other comprehensive income (expense

(46)

13

(33

Comprehensive income (expense) (Caption 10+1:30)

11,867

(4,558)
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Section 6: Related party transactions
As required by IAS 24, the following disclosurepi®vided concerning related party transactions.

6.1 Remuneration of key management personnel

(Euros)

Total at 31.12.2013 Total at 31.12.2012
Directors 103,243 104,068
Statutory auditors 133,702 126,556
Managers 750,451 293,679

6.2 Loans and guarantees to Directors and Statutoruditors

As required by IAS 24, the company reports thatelaee no loans or guarantees to directors or
statutory auditors or any other related parties.

6.3 Information on related party transactions

The following table details the effects of trangats with group companies and other related

parties on the statement of financial position emdme statement:

| ASSETS LIABILITIES COSTS REVENUE
Parent

UBI Banca 64,478,811 2,182,047,786 (9,213,448) 119,361
Group companies

Banco di Brescia 5,268 16,248,002 (1,553,219) 12,422
Banca Regionale Europea 357,400 729,700 (4,411,552) 11
Banca Vale Camonica 478,684 126,177 (340,801) 612
UBI International 98,805 25,133 (77,648) 183,535
UBI Banca Private Investment 0 0 (6,572) 0
UBI Leasing 26,382 0 (28) 86,511
UBI Sistemi Servizi 84,657 0 (195,543) 0
Banca Popolare Bergamo 1,294,593 1,481,315 (4,896,551 247
Banca Popolare Commercio Industria 12,012 1,458,155 64,046) 52,963
Banca Popolare Ancona 0 5,945 (44,406) 0
Prestitalia 26,227 0 (24) 64,266
UBI Academy 0 3,685 (14,506) 0

The asset and liabilities balances detailed abaselre described as follows:
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UBI Banca: overdrafts relating to credit facilitigeanted to the company, tax assets and liabilities
for direct taxes within the scope of the tax coitlstion scheme and invoices to be received for
guarantee commissions and services provided,;

group companies: positive and negative current @tchalances, invoices to be received for
referral commissions and services provided, rebdbgand payables for employees seconded
in/out;

The effects of the transactions detailed aboverofitr loss may be described as follows:

UBI Banca: interest expense paid on the credififi@s granted to the company, bank charges,
guarantee commission expense and the cost of ssyvic

group companies: current account interest incongeeapense, bank charges, referral commission
expense, expense and revenue for employees secimdet, lease expense and the cost of
services.

Finally, a guarantee was issued to the parent, B&ica, to secure the facility granted by DZ Bank
benefiting the Polish branch’s activities.

Section

7 — Other information

7.1 - Disclosure of fees for the legally-requiredwit (*) and other non-audit services pursuant

to article 149-duodecies of the Consob Issuers Rdgtion.

As required by article 149-duodecies of the Conksstuer Regulation, the following table

provides information on fees paid to the indepeb@enlitors, KPMG S.p.A., and its network

companies for the following services:

1)

2)

3)
4)

Audit services, which include:
- audit of the annual reports to express an opirienebn;
- review of the interim reports.
Attestation services, which consist of engagemienighich the auditor assesses a specific
element that has been determined by another pasyonsible therefor, applying the
suitable criteria, in order to conclude as to #@bility of such specific element.
Tax advisory services.

Other services, which consist of all other engageme

The audit fees shown in the table, which relat2d3, are regulated by contract, including any

indexing (they exclude out-of-pocket expenses,saupervisory contribution, where applicable,
and VAT).
As per explicit instructions, they do not incluée$ paid to any secondary auditors or members

of the respective networks.
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Fees

Services Service provider Client (Euro)
Legally-required audit (*): KPMG S.p.A. UBI Factor S.p.A.
- 2013 annual report 91,550
- Additional fees for the 2012 annual report 30,000
- Review of half-year reporting package 28,350
Attestation services:
- UNICO, IRAP, simplified and ordinary 770 tax forms KPMG S.p.A. UBI Factor S.p.A. 3,215
- Review of English-language annual report KPMG S.p.A. UBI Factor S.p.A. 10,000
- Review of Polish-language annual report (local GAAP) KPMG Audit S.r.l. |UBI Factor S.p.A. 16,500
Other services:
Total 179,615

7.2 — Parent highlights

Management and coordination

The company is managed and coordinated by the pafBhBanca S.c.p.A. (sole owner).
Name

UNIONE DI BANCHE ITALIANE

Cooperative bank limited by shares

Abbreviated name: UBI BANCA

Parent of the “Gruppo Unione di Banche ltaliane”

No. 3111.2 in the Banking Group Roll

Managed and coordinated by UBI BANCA

Member of the Interbank Deposit Insurance FundMaiibnal Deposit Guarantee Fund
Reg. office

Bergamo, Piazza Vittorio Veneto 8 — 24122 Bergamo

Preparation of the consolidated financial statemerst

Pursuant to Banca d’ltalia circular no. 262 of 2@&cBmber 2005, UBI Banca S.c.p.A. will prepare

the consolidated financial statements as parettiteolbanking group.
The highlights of UBI Banca’s most recent finangtdtements pursuant to article 2497-bis.4 of the

Italian Civil Code are shown below. They are basedhefinancial statements as at and for the

year ended 31 December 2012 (amounts in thousands=mros).
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ASSETS

Cash and cash equivalents 203,447
Financial assets held for trading 4,766,16
Financial assets at fair value 123,381
Available-for-sale financial assets 11,955,356
Held-to-maturity investments 3,158,01
Loans and receivables with banks 15,830,498
Loans and receivables with customers 22,584,74¢
Hedging derivatives 1,122,521
Equity investments 10,911,72}
Non-current assets 587,216
Taxassets 1,605,83
Non-current assets held for sale and discontinyedations 2,329
Other assets 485,034
Total assets 73,336,254
LIABILITIES AND EQUITY

Due to banks 28,081,434
Due to customers and securities issued 31,302,960
Financial liabilities held for trading 2,553,159
Hedging derivatives 1,307,73]
Tax liabilities 230,964
Other liabilities 1,168,38
Post-employment benefits 43,612
Provisions for risks and charges 40,286
Equity 8,384,22!
Profit for the year 223,494
Total liahilities and equity 73,336,254
INCOME STATEMENT

Net interest expense (26,771
Net fee and commission expense (12,211
Dividends 339,096
Total income 547,82(
Net financial income 437,477
Operating costs (241,650
Pre-tax profit from continuing operations 172,353
Income taxes 51,143
Profit for the year 223,496
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