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DIRECTORS’ REPORT



The current context

The international scenario was increasingly afiédtg several factors in 2015, including geo-pdditiones,
which slowed down the ongoing economic recovery amcteased volatility on financial markets.

Specifically:

developments in the Greek crisgiven the liquidity crisis affecting the Greeknba, the heads of states

and governments of the Eurozone agreed to begintiaéigns to define a third bailout package

the signs of a slow-down in the Chinese economscroeconomic data below forecasts and the yuan
renminbi’s repeated depreciations gave rise tonfirsd market turmoil during the summer and again at

the start of 2016 in this Asian giant, infecting thither main international stock exchanges;

geopolitical factorsalthough the US and Iran signed the Nuclear Dieakling to the removal of the

financial sanctions on the Islamic republic, tensigemained high in the Middle East, while Islam-

originated terrorist attacks followed one after titieer around the world;

European Unionthe sheer scale of the wave of immigrants ergettie European continent continues to

be a concern, with the EU struggling to agree arsomstrategy to cope with the issue without revgkin

(including in part only) the Schengen Agreemenddsaurrently promoted by some countries.

During the year, spreads on the peripheral goventrnends continued to improve, thanks in part @ th
ECB’s public sector purchase programme (PS$PR)e spread between the ten-year Italian BTP had t
German bund narrowed rapidly to below 120 bp omgeement was reached about the Greek government’s
debt crisis. The ECB maintained the main refinamaperations rate at a historic low of 0.05%, wlitle
decreased the rate on the deposit facility by 1®b0.3% (from -0.2%).

On the other side of the Atlantic and as expedteslFederal Reserve approved the start of a tigimetary

policy at its last meeting of the year with thesfirise in interest rates after nine years.

The Euro lost ground against all the major inteéomeatl currencies, especially the US dollar, duting year.
This trend, which halted in the middle of the yaara result of uncertainty about when the FedeeabRe
would introduce its monetary tightening policiesok off again in the last quarter when expectatiansut
contrasting monetary policies rolled out by thetcarbanks of the various countries materialised.
International economic growth was slightly slower2015 compared to the previous year and varieu fro
one geographical area to another, reflecting Chidass of momentum and other emerging countries’
deceleration (primarily Russia and Brazil), partguntered by India’s positive performance and the
advanced economies’ growth, especially that of W& against modest improvement in Japan and the
Eurozone. Inflation continues to be very modestlithe main industrialised countries while it {8l $igh in

just some emerging countries.

!Agreement whereby the European Stability Mechar(B8M) will lend Greece a maximum of €86 billion ovhree years. This aid is conditional
upon approval by the Greek parliament of a refolam plesigned to ensure sustainable public finarfizes)jcial stability and to promote growth and
economic competitiveness.

0n 22 January 2015, the ECB approved the exteritine public sector purchase programme to inclymleernment bonds of the member states
and certain government agencies (including thé@ahaCassa Depositi e Prestiti) as well as certairoiean institutions. Previously, the programme
only covered asset-backed securities (ABS) andredveonds.



Price trends were led by the collapse of oil priaed the continued, generalised drop in other coditymo
prices, partly caused by China’s slowdown, as ithies biggest international commodity consumer. Afte
stabilising at around USD65/barrel between Aprill dane, the Brent oil price resumed its downwaeddr

in the second half of the year to lose over 40%tsoValue (USD37/barrel at year end), the lowestesi
February 2009.

The Eurozone saw continued modest growth: its GiaReased by 0.3% in the third quarter (+0.4% and +0
5% in the second and first quarter, respectivelyije inflation remained low throughout the yeaacking
0.2% in December (-0.2% at the end of 2014).

Confirmation that the Italian economy had exited thcessionary phase was obtained in the thirdemar
albeit with a growth rate that continued to be eatimodest. During the summer, GDP increased by 0.2%
slightly less than in the two previous quarters.8%0, +0.4% in the second and first quarter, respelg),
thanks to the positive trend of consumption angbep against the negative contribution of net etgpand

gross capital expenditure.

The labour market’s situation is encouraging: dfieing substantially stable in the early part &f ylear, the
unemployment rate decreased steadily to 11.3% imeMber from 12.4% in June (unchanged from
December 2014).

The European stock markets, except for London, @oklyo, performed well in 2015 despite strong
fluctuations during the year. The positive kick wffthe year was followed by large losses in thwéogdrom
April to September after which the markets regaiseshe ground in the last few months of the yeaeyTh
were primarily affected by the ongoing uncertaiatyout whether and when the Federal Reserve would
activate its exit strategy as well as the ECB’spidm and subsequent extension of its Quantitefasing

(QE) measures.

Given the extraordinarily low interest rates antumes on public sector securities at maturity, 20d&s

another positive year for the AUM industry (netam¥s of €141 billion), led again by the mutual fend

The fragile reference context continued to afféet banking sector, with negative funding and car&th
weak lending activities, which improved slightlyrohg the year with a minimum improvement in credit
quality.

The preliminary estimates published by ABI (thelidta Banking Association) at the end of December
showed that direct funding (residents’ deposits laoitls) decreased slightly (-0.6%) (December 2014:
1.2%), with a sharp distinction between bonds (-I@¥mpared to -13.6% at the end of 2014) and theroth
funding products (+3.7% from +4% at 31 Decemberd201

Bank of Italy’s figures show that the latter figunas benefitted from the rise in current accoumtodis
(+6.3%) and repos’ regained attractiveness (+8.8%gn throughout the year despite the reduction in

deposits with a set term of up to two years (-14.7%



With respect to customers, the positive trend esthirt June for households has continued after égative
trend seen in the past two and a half years; ligewbusinesses have also seen an about-turn forstheme

since 2012, thanks to increasingly favourable dioms.

With respect to households, the trend (+0.6%; -0a6%l December 2014) reflects the positive peréorce
of new loans to acquire houses and consumer crelgiie in the case of non-financial companies, altjh
the trend improved (+0.2%; -2.3% at 31 Decembei20iL continues to be affected by the little deahan

especially for investments, despite the rise in feams.

The risk profile has also improved somewhat. In &ber, private sector non-performing exposures,
including adjustments, had increased to €200.®&hikithough the year-on-year trend was a steadsedse
(+11.0% compared to +17.8% for 2014). Householdwaated for €54 billion of these non-performing
exposures (+9.4% compared to November 2014; +8r1%01L4) and businesses another €143.3 billion
(+10.3%; +20.7% in 2014).

Net non-performing exposures of €88.8 billion irmged by 4.7% compared to +5.6% in 2014.

Due to the combined effect of the reference vagembthe ratio of gross non-performing exposurethef
private sector to loans to the private sector wad% (31 December 2014: 11.11%) while the net non-

performing exposures/total loans ratio increasetl366 (31 December 2014: 4.6%).

At year end, the average interest rate on bankifignidom customers calculated by ABI (which incledbe
return on deposits, bonds and repos in Euros fosdtwlds and non-financial companies) had decreased
1.2% from 1.5% at the end of 2014. The weightedaye rate on Euro loans to households and non-

financial companies reached a minimum low of 3.3%%o in December).

2015 was the first full year of the single supeswysmechanism introduced as part of the Europeakibg
union. Significant progress has also been madeoteards implementation of the single resolution
mechanism, which became fully operational in 2@igective 2014/49/EU (the Deposit Guarantee Scheme
Directive - DGSD) is still being enacted and wilbav achievement of the third pillar of the bankingion,

i.e., a common deposit guarantee scheme.

With respect to the domestic legislative framewankaddition to the significant reform of the coogigse
banks (banche popolari), which required these banits assets of more than €8 billion to transfomtoi
companies limited by shares (S.p.A.) within 18 rherfrom the enactment of Bank of Italy’s implemagti
measures (i.e., before the end of 2016), Italigmslation related to banks continues to changeyineg

them to make considerable efforts to compdspecially in tax terms.

An incentive to create a secondary impaired asseteket is expected from the agreement lItaly has
painstakingly negotiated at EU level (to complytwihe legislation about state aid). This allows thoe
securitisation of non-performing exposures withtates guarantee applied to the senior tranche thr@aug

special purpose vehicle set up specially by theviddal banks.

% See the section of the directors’ report on &peats, summary of new issues of the year.



At year end, the Italian factoring market had gatext total turnover of €182.3 billion, up 3.21% the

previous year. Advances and fees of €44.6 billliowsa 2.2% increase on the previous year end.

The survey includes all Assifact (factoring tradgsaciation) members, including counterparties wicetry
out atypical activities that cannot be comparedhwhat of UBI Factor. The main Italian bank-based
factoring companies recorded a more modest incremserms of turnover (+0.76%) and a decrease in

advances and fees paid (-0.98%).

Commercial performance

UBI Factor has seen a larger rise in its operatoigmes compared to its sector counterparties witmover

at €8.4 billion, up 9.3% compared to €7.7 billiam 2014.

Advances and fees paid for factoring transactiansumt to €2.3 billion for the year, up 15.8% onCE2.
billion for 2014.

Average advances for the year of €1.8 billion warbstantially unchanged with respect to the cosiniess
(€1.4 billion compared to €1.4 billion at 31 Decami2014; -0.4%), while the hoped-for reduction in
advances to the non-core public administrationinaet (average balance net of non-performing exgssu
of €137.5 million compared to €187.7 million at Becember 2014; -26.8%). This latter reduction was
achieved thanks to collections in the year, mdstgn the Lazio regional authorities relating tonigsactions
performed in the past and since discontinued.

As for the company’s competitive position, in 201i6,ranked sixth in terms of turnover (which, as
previously noted, amounts to €8.4 billion), withmarket share of 4.6%, and fifth in terms of outdiag
(€2.8 billion), with a market share of 5.0% bothténms of advances and fees paid (advances ofb@Rd

as shown above), with a market share of 5.1% (soussifact).

In 2015, UBI Factor continued to strategically fedts activities on customers referred from the (@EBbup
network banks, acting as “product factory” in lwih the Group’s mission to be deeply involvedtmlbcal
community and economy.

The commercial partnership strategy rolled out yeao with the network banks to jointly developibess
with new customers has been continued, reapingfis@gnt benefits in terms of shared profitability.

This commercial strategy has also ensured effectiedit risk management.

Following the adoption of this increasingly synettpsed approach, turnover volumes with network ®ank
rose by €483.6 million on 2014 (+11.4%), up from2€E@illion to €4.7 billion, and accounting for 5663of
total turnover (55.2% in 2014). Average advanceseased by €10.5 million (+1.3%) up from €797.9
million to €808.4 million in 2015.

Overall, operating volumes and profitability genedawith UBI Banca Group’s captive customers are
considerably higher than the above amounts and adsount for most of the company’s volumes and

profitability.



Combining business growth with group customersubghosynergies with the UBI Group network banks
with direct business growth generated independenmylyUBI Factor, total turnover generated with UBI

customers amounted to €6.2 billion (74.3% of tatahover of €8.4 billion). Captive average advances
amount to €1.1 billion out of a total core busines€1.4 billion (accounting for 77.2% of total asge core

advances and fees paid).

In the near future, the company will continue tor@ase services in close partnership with the méthvanks

to support UBI Group customers, ensuring they emomprehensive assistance, in the context of an all
inclusive and complete offer.

Given the above and considering UBI Factor's missas the UBI Group’s “product factory”, the
development of the Group’s new captive counterpgrtnainly in the mid or core corporate segmeridg/sp
an important role.

To facilitate this development, the company’'s 2@0D38 business plan (described in more detail later)
revised the commercial area’s organisational airecto strengthen the sales force and assistanea tp
the network banks, effective from January 2016.

There has been a significant upward trend in thebar of customers — mainly group customers — with a
increase of 5.6% compared to 2014 and 62.7% ofuktomers are captive, signed up either by UBIdfact
or together with the network banks.

Furthermore, the high quality of captive customéwahs and receivables should be noted, togetttartie
substantially nil cost of credit on such expostmetbe year.

Excluding the non-core business with the public iadstration, the turnover is 5.9 at year end, aisiee
increase on 5.3 for 2014. In other words, the doams and receivables have an average term of &2 da

with a much lower ratio compared to the averageheritalian factoring sector (about 100 days).



Performance

UBI Factor made a profit of €2.5 million for theaye 69.6% less than that for 2014 (€8.2 million).

Total income of €30.4 million is down 18.8% on 2Q€87.4 million), mainly due to net interest incowfe
€26.2 million, showing a reduction of 17.4% on fitevious year (€31.7 million), following the widespd
contraction in bank spreads.

Fee and commission income amounts to €14.2 milaoht.0% decrease on the balance of €16.9 milbon f
2014, reflecting the banking and factoring secttwiggher competition compared to the previous year.

Fee and commission expense of €10.0 million deecthy 10.8% on 2014 (€11.2 million) and was mainly
paid to the network banks for business referratsg(#nillion).

In the light of the above, net fee and commissimoine totals €4.2 million, down 26.1% on 2014 (€5.7
million).

Net impaired assets (non-performing exposures3aostantially in line with the previous year en€218.8
million compared to €222.4 million at 31 DecembBi2. They include net advances to customers f&%9.8
(31 December 2014: 11.0%), with a coverage rati®6ol% (31 December 2014: 15.2%). Non-performing
exposures on core advances amount to €1.8 millidnawcoverage ratio of 89.5%.

Net unlikely to pay exposures increased to €60.0liamifrom €1.6 million at 31 December 2014. This
variation is due to reclassification of factoreccaiwables from the public administration, for which
negotiations are currently underway to resolvesihgation. Unlikely to pay exposures make up 2.7%ed
advances to customers (31 December 2014: 0.08%) avitoverage ratio of 13.4% (31 December 2014:
38.5%). Unlikely to pay exposures related to carsitiess advances amount to €1.4 million with a GDe
ratio of 37.7%.

Net exposures past due by more than 90 days, medted to the Lazio healthcare sector, amougBihl
million, down 46.2% on the 31 December 2014 balaidb9.8 million.

With respect to the cost of credit, the companygadsed net impairment losses of €7.5 million opamed
financial assets at year end (31 December 2014 €#8llion), including net adjustments to impaired
exposures of €9.6 million (mainly due to the immpant losses recognised on three factored receisabl
from the public administration), reversals of impaent losses on performing exposures of €2.7 miliad
losses of €0.5 million. Adjustments to loans antkieables and other financial transactions led tost of
credit equal to 0.34% of net advances (31 Dece2bid: 0.26%).

With respect to the Lazio healthcare sector, thapany recognised €60 million for potential legaks in

its 2014 financial statements in connection with tegal proceedings pending against the Rome H loca
healthcare unit, initiated by the company with éissignor, the Tosinvest-Angelucci Group. The process
cover invoices issued by the aforementioned assignthe Rome H local healthcare unit, which theta
paid to UBI Factor following a payment order thaasnsubsequently appealed. The Court of Cassation
allowed UBI Factor’s appeal in its ruling of 25 Nawmber 2015 against the Court of Appeals ruling,cihi

had rejected the application for revision. The pamtings will thus be returned to the Court of Appea
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which will have to comply with the Court of Cassatk ruling in UBI Factor’'s favour (application tfe
national tariff rather than the regional tariff).

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

With respect to operating expenses, administragdeenses came to €20.6 million, compared to €20.8
million in 2014 (-0.8%), while personnel expenseoanted to €10.5 million, compared to €10.8 million
2014 (-2.0%). This reduction is due to the smallrage number of employees (134 in 2015 compared t
139 in 2014). Other administrative expenses at¥dfllion were substantially unchanged from thevpres
year (+0.5%).

The cost/income ratio, which is equal to administea expenses (net of tax recoveries) plus
depreciation/amortisation and net impairment losseproperty and equipment and intangible asseideti

by total income plus net other operating inconmel(iding cost recoveries), came to 64.9% compaved t
52.9% for 2014 showing a negative variation of ¥2.1

The total tax rate is 30.5%, a slight decreaséierptevious year end rate of 33.2%.

ROE came to 1.81%, down on 2014 (6.06%).

Abroad

UBI Factor's business abroad has grown over the fag years by targeting high-standing customers
through export and import factoring.

Total turnover for the year comprises:

- domestic turnover of approximately 49.5%;

- international turnover of approximately 50.5%.

Captive customers account for 54.9% of internatidaatoring customers, being those shared with the
Group’s network banks.

The international factoring business is carried ditgctly for 70% and via the related foreign fastéor
30%, which represents a strong increase on ther#éésded in 2014.

Indeed, in terms of volumes, direct transactionsictv still make up the majority of the company’seign
business, generated turnover of €2.96 billion, Whatalled €4.23 billion in the international segrhe

UBI Factor has restructured its import factoringergtions with respect to both the limit to factored
receivables and by focusing its activities on themoperators with which it cooperates, ensuringligu
relationships. This approach generates not onlysiial guarantee commissions but also interestrinaan
the related foreign factor’s financing.

Accordingly, the volumes of receivables factoredhwihe foreign factors, members of Factors Chain
International (FCI), shot up from €726 million f2014 to €1,276 million in 2015, while average adhem
increased by 60.6% from €42 million to €67.4 mitlio

The company aims at controlled growth in the exfaetoring sector, assessing potential partnershiths

gualified operators that work in the banking sedforountries the company is interested in.
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With respect to UBI Factor’s direct presence abydiael Polish branch’s 2015 operations were subathnt
in line with 2014: turnover amounts to €457 milljiocompared to €470 million in 2014 (down 2.8%);
similarly, average advances decreased to €99 milliaam €103 million in 2014 (-4.0%).

The Polish branch posted a gross operating prbf2d® million (€2.2 million in 2014) and total iome of
approximately €2.3 million (€2.5 million in 2014).

Key events of the year

During the year, the company implemented all thasuees set out in Bank of Italy’s Circular no. 288
April 2015, which contains the supervisory instroes for financial sector operators (financial
intermediaries, large credit guarantee consoréigyploan agencies and trustees regulated by at®8e? of
the Consolidated Finance Act). The Italian certealk has had responsibility for supervising thgserators
since the reform of Title V of the Consolidated Biawy Act, introduced by Legislative decree no. pM4113

August 2010, as subsequently amended and integrated

UBI Factor presented its application for inclusionthe new single register as per article 106 & th
Consolidated Banking Act via its parent within theadline of 11 October 2015.

Pursuant to articles 7 and 8 of Law no. 241/1998 smbsequent amendments, Bank of Italy recently
communicated that it commenced the procedures @oegs the application on 9 October 2015. These
procedures can take 180 days from their start datess they are suspended or halted as providdy fihe

relevant legislation.

Concurrently with preparation of the 2015-2018 ¢a®s to be presented with the application as peul@r
no. 288, the company also prepared its 2016-20%Bhéss plan, as mentioned above, with the assestainc
its parent, UBI Banca, and an external consultant.

The board of directors has recently approved treinless plan and has forwarded it for the approvéhe
parent’s competent bodies, as part of the normptosal procedure which involves the parent. Thenpla
includes:

Commercial development

Increase number of large captive customers

Develop the mid captive segment

Selectively develop the captive PA/healthcare gusts

Consolidation of the non-captive channel both fotelinational partnerships and direct large
customers

Greater operating efficiency

Overhaul of the organisational structure, espgcthk commercial area
Strengthening of the sales force and assistanegdebto the network banks
Completion of the project to optimise operatinggasses and supporting IT systems, aligning the

company with the market benchmarks
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Group policies and processes

Improvement of UBI-network banks-UBI Factor intdfan and changes to the commercial and
credit processes/policies
Full achievement of the above objectives shoulovathe company to increase its volumes and praofityb
considerably over the three years of the plan, tanthake a greater contribution to UBI Banca Group’s

results.

During the first half of the year, the board ofeditors resolved to create a deputy general managiion

effective from 25 May 2015, in line with the parerinstructions.

Concurrently, it revised:

the company’s organisational chart;

the powers and proxies system.
The company’s revision of its organisational stuoetentailed the set up of the commercial and oipas
macro area, to which the commercial area and tip@nigation and operations area report.
The board of directors resolved to put the dep@gegal manager in charge of the new commercial and
operations macro area.
The company revised the powers and proxies systernorply with the new organisational structure hwit
the more functional allocation of operating powaver senior management.
With respect to the application platform, K4F Keyst For Finance - Factoring 2, introduced by the
company in the second half of 2014, it continueddgelop the management system as scheduled asf part
the more wide-ranging development plan, which ideki measures underpinning the 2016-2018 business
plan, to be monitored closely by the parent as asthe company itself.
Starting from January 2015, the above activitieseHaeen transferred to UBI Sistemi e Servizi.
Furthermore, the centralisation of all ICT matteish the Group’s consortium company, UBI Sistemi e
Servizi, has been completed.
In line with that already implemented by the UBIloGp, as of 1 January 2015, UBI Factor also aveskdfi
of UBI Sistemi e Servizi’'s full service. With respeto the technological and application centraitsat
process, UBI Factor sold its IT assets to UBI Siste Servizi.
Following the outsourcing of the Information & Comnication Technology activities to UBI Sistemi e
Servizi, the company’s organisational structure veassed by discontinuing UBI Factor’s ICT service.
As provided for by the Group’s security policy amgulation, the company prepared its business roaityi
plan during the year. Its objective is to ensurat ttesources necessary to provide critical servares
available in the various risk scenarios, in lingtwthe model already used by UBI Group.
The company updated most of its internal regulatiabout its core operating procedures and related
controls. Once the parent's compliance area hasedaout its valuations, the regulations will be
communicated to the entire workforce.
The regulations implement the fully-revised proesssn line with those for the Group but customised

reflect the company’s modus operandi.
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In order to best ensure that it achieves its bgsin@#an objectives, the company has agreed a nuafiber
actions with the parent to optimise the credit pes; including:

granting/review of credit facilities given to groopstomers, based on the information collected and

due diligences carried out by the network banks;

introduction of a simplified granting/renewal prdcee for level 2 type risks;

making the granting/renewal procedure for levetedit facilities more efficient.
These actions are set out in the Credit Regulatipdated to comply with the oft-mentioned busingss
objectives. This Regulation had already been antwnme reflect the revised regulations about the
classification of loans and receivables, the red@&n of impaired exposures and forborne expos(ses
the seventh update to Bank of Italy Circular na2 2&ccounting matriXand the thirteenth update to Bank
of Italy Circular no. 127 Manual for the preparation of supervisory reportifay financial intermediaries,
payment institutes and e-money instititede comply with the regulations introduced by tBeropean
Banking Authority.
The company has also adopted a new anti-usuryatgulto comply with the group-level instructiofi$is
covers both the organisational model in place fug @reas affected by the regulation and the main

organisational processes and information flows.

Human resources

The company’s workforce numbered 137 employeesat gnd (including 131 full-time employees, 27 of
whom on secondment from other group companies amiuding the 14 seconded to other group

companies). Changes in the workforce during the iyetuded:

12 hires, including 10 from other group compang&g {o the commercial area, the deputy general
manager and the organisation and operations maesomanager, the risk control service head and
one employee to the operations function) and twonfthe market (two young people to work as

credit analysts in the commercial area);

11 departures, including five to other UBI Groupnpanies (four after the outsourcing of ICT and

administration activities and one to a network Hawoke person who retired and three for natural
attrition. In addition, we would like to remembeadfo Domenichetti, Human Resources Manager
and manager of the general management supportidoncand Marcello Basilico, with the

operations service, who sadly passed away. Théywinissed greatly.

As already noted, the company defined its 2016-2Basiness plan which includes strengthening the
commercial structure in line with the plan’s objees, based on commercial guidelines for greateessto

the Group’s captive customers, including thosénenrhid corporate segment.

Company employees participated at training coudseisig the year, coordinated with the parent ardtive
UBI Academy. These courses facilitated familiavitigh technical and specialist knowledge and retegiop

management and managerial skills. They also indlaidening about IT tools and English language sear
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The training and refresher programme is provideti boclassrooms and on-line.

Internal controls

Since 2013, the company has introduced many peofeatomply with the Group’s strategy of strengthgn
the parent's controls over the product companigsectiically and in line with the new prudential
supervisory instructions for banks, “Internal cofdyr IT systems and business continuity” (Bank tafyl
Circular no. 263 of 2 July 2013 - 15th update), tbenpany adopted the following as recommendeddy it
parent’s management and supervisory boards:
group ICT regulation;
group data management system regulation;
the documentation making up the Group’s 2015 ripketite framework (RAF), namely, risk
appetite, risks in UBI Banca Group, guidelines $tress analyses, financial risks policy- 2015;
operating limits document, 2015 financial risksipgl regulation implementing the financial risks
policy; 2015 credit risk policy, operating limitsocliment, 2015 credit risk policy; regulation
implementing the credit risks policy; 2015 opergtand IT risk policy; regulation implementing the
operational and IT risk policy; appendix to theulegion implementing the operational and IT risk
policy, insurance risk management regulation;
the revised documentation of the legislative framéwto check the Group’s internal risk
measurement systems (UBI Banca Group’s internasuareaent policy; Regulation implementing
the UBI Banca’s internal measurement policy - Fpalar risks; Process to check UBI Banca
Group’s internal models not used for regulatoryposes);
UBI Banca Group’s safety policy and regulation;
UBI Banca Group’s non-compliance risk managemericies and organisational regulation to
manage the compliance process;
the document entitled “Criteria to identify morgsficant transactions”;
Group policy for product development and management
With respect to anti-money laundering and antietesm legislation (Legislative decree no. 231/20Qke

parent’s chief risk officer has been in charge ohitoring the company’s risks since 2014.

During the year, the company continued to constdides operating practices in line with its intdrna

regulations and those of the group, liaising with parent’s competent units.

It is currently revising its AML regulation, whidias already included sections | and V about thedrmork

legislation and the Polish branch.

Procedures designed to strengthen the parent’sugtedand coordination role and ensure harmonisatidn
greater integration of the governance and conysiesns at group level include the recent roll duthe
project to integrate the product companies’ repgrtand management monitoring tools as part of

management account controls, which were previoosty of the scope of these systems. The parent's
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management accounts area is coordinating the @esivilesigned to analyse, develop and complete the
integration of the companies’ management accoutihads and models, without jeopardising their specif
business characteristics. The group’s intentioto igive UBI Factor appropriate reporting and monitg
tools to analyse financial, asset and risk elemami$ assistance with defining and checking strategi
decisions to support the business

With respect to the company’s administrative lidpifor the crimes covered by Legislative decree no
231/2001, its board of statutory auditors also astshe supervisory body as per article 6 of theslative

decree.

During the year, UBI Banca finalised its projectjgprove the update to its organisational, managearel
control model as per Legislative decree no. 2311200his has allowed it to comply with both the
introduction of new predicate crimes and legiskates well as internal changes in its governance and
organisational structure. UBI Factor accordinglynoeenced its project to revise and update its model

order to comply with the parent’s new model.

With respect to Law no. 136 of 13 August 2010 “Bridinary plan against the mafia and anti-mafia
legislation proxy to the government”, the compargomts specific operating procedures to ensure

compliance with the obligations of article 3 “Trabdity of cash flows”.
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Prescriptive obligations

The company has complied with the legislative rezraents and Bank of Italy’s instructions about band
financial services transparency, including the ainemnts to the instructions about “Transparency of

transactions and banking and financial servicesih{Bof Italy measure of 15 July 2015).

The company met its reporting obligations to Bahkaly with respect to supervisory activities, tbentral

credit registry and usury.

With respect to privacy (Legislative decree no./2063), the company has complied with the Group’s
guidelines since 2013 about the appointment ofrmaledata processing managers. It has also revised
organisational model
Accordingly, it appointed three internal manager$adlows:
“Manager in charge of processing customers’ persodata for all reasons’ namely the
commercial area manager;
“Manager in charge of processing employees’ persdatd (and that of all consultants, trainees,
etc.) and potential employees for all reaspmsmely the HR department manager;
“Manager in charge of processing data of companyasgntatives, other parties, affiliated parties
and, if they exist, those of the shareholtieremely the general management assistance functio
manager.
The general manager has also been given .theole of coordinator of the activities of thergenal data
processing managers performed in the company fochwthey ensure compliance with article 11 of the
Code, pursuant to the instructions received from pinocess owner, reporting regularly to the boarfd o
directors on the company’s compliance with thenglliegislation[as well aslthe power to sign, in the name
of and on behalf of the process owner, letters apgppy the individual managers as per article 3@22the
Privacy Codé.
The company complies with the requirements of theupational health and safety legislation (Legigéat
decree no. 81/2008). The board of directors alsipted an occupational health and safety management
system, based on the UNI-INAIL guidelines and parguo article 30 of Legislative decree no. 81/2008
This system has a specific manual, which compli#is that of the parent, and a regulatory notebook.
The company has complied with legislative provisi@oncerning risk assets and conflicts of intenast

affiliated parties, related party transactions dindctors’ interests, in accordance with IAS 24.

In conjunction with its parent, the company meéts legal requirements concerning the correct keepfn
the “Register of persons with access to privilegddrmation” established by UBI Banca pursuant itiicke
115bis of the Consolidated Finance Act.

Under article 11.2 and subsequent articles of etaw no. 201/2011, converted into Law no. 214/2011
financial intermediaries are required to provide thcal tax office with the list of balances anduapes in
the individual relationships with customers relgtito 2011 and subsequent years. With respect to the

communications for 2011 and 2012, the company geninformation for 2013 and 2014 in February and
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June 2015, respectively, as per the establishedlides. It will send the information about 2015 hiiit the

required timeframe.

The company uses the alternative digital filinggadure, regulated by specific legal provisions (tlegve
decree no. 52 of 20 February 2004, Legislative ekecro. 82 of 7 March 2005 and subsequent specific
technical regulations), for the journal, managengiisystem ledgers and inventories book. Perforenanc

and related control activities have been assignééBi Sistemi e Servizi.

Tax aspects, summary of new issues of the year

2015 saw the start of a generalised review of éixesyystem with the introduction of a specific proxy

become effective at different times depending enditea requiring attention.

The Italian government concurrently issued spet#ficmeasures for banks covering especially thatiax
of loans and receivables with customers, wherdo#tmks act as the withholding agent and the couatgrp

to financial transactions carried out on their dvehalf or for their customers.

Law no. 23 of 11 March 2014 (Proxy for the revidwhe tax system)
The following measures were approved:

the Electronic billing decree (Legislative decree 127 of 5 August 2015);

the Certainty of tax law decree (Legislative deareel28 of 5 August 2015);

the Internationalisation Decree (Legislative decreel47 of 14 September 2015);

the decree reforming the tax ruling and tax litigatprocedures (Legislative decree no. 156 of 24
September 2015);

the decree reforming tax agency organisation (la&te decree no. 157 of 24 September 2015);

the decree reforming the sanctions system (Legisldecree no. 158 of 24 September 2015);

the decree simplifying and streamlining tax coll@ctrules (Legislative decree no. 159 of 24 Septmb
2015);

the decree for the estimation and monitoring of éaasion and the monitoring and reorganisation of
measures concerning base erosion (Legislative dexrel60 of 24 September 2015);

the tax simplification decree (Legislative decree 175 of 21 November 2014);

the decree for taxation on tobacco products (Lative decree no. 188 of 15 December 2014);

the decree on the composition of census commisgiagslative decree no. 198 of 17 December 2014).

The “Group VAT” measure has not been approved ¢iwveugh it is included in the Proxy. It consiststioé
allocation of a single VAT number to a group of ganies and its introduction would be extremely

interesting to UBI Group.
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Law decree no. 83 of 27 April 2015

The decree, converted into Law no. 132 of 6 Audl5, significantly amended the tax regime of the
deductibility of losses and adjustments to loars raceivables with customers by banks. Under thesrim
place until 2012, adjustments were deductible up.80% of the total outstanding existing at theorépg
date. Any excess compared to the deductible ameaatallocated over the nine or 18 subsequent years,
depending on when the adjustment was recognised.nca 147 of 27 December 2013 (the 2014 Stability
Law) changed the regime starting from 2013 withdhecation of the deduction of the losses (othantthe
losses generated by the sale of the loans andradste$s against payment) and adjustments over Beesy It

also introduced the deductibility of these expelisetRAP purposes.

With effect from 2015, losses and adjustments sm$oand receivables are deductible immediatelys thu
aligning the Italian banking sector with the taxtarna applied by the larger UE states and eliningat,
factor distorting competition, which penalised lewd The above decree also introduced measures to
simplify/speed up the procedures allowing creditorsake action against their debtors to enabldotinking

sector to more efficiently and promptly manage imgzhloans and receivables in legal and tax terms.

Solely for 2015 and for the obvious reasons ofguitg tax revenue, the deductibility of these icayst has
been decreased to 75% while the other 25% is aiddin® adjustments and losses of previous yeat$itita

not been recovered for tax purposes at 31 Decefiliet.

The total amount of undeducted adjustments anddassbe used over 10 years from 2016 to 2025 using
specific annual percentages established by theeBewhich will replace the percentages and recovery
deadlines previously applied by the companies. &fbeg, the legislator has rescheduled the tax dishsc

of these expenses based on the expected tax refartbe next 10 years.

Calculation of the IRES payment on account fortttree years from 2015 to 201 is expected not togha
with continuation of the measures set out in a&tit06.3 of Presidential decree no. 917 of 22 Deeemb

1986 (the version prior to the amendments madea®ecree).
The above amendment also affects the regionaRAR]
Considering the joint Consob/Bank of Italy/Isvapcdment no. 5 of 15 May 2012, the different period f

recovery of the annual excess amounts does nattdffe deferred tax assets recognised in the fiahnc

statements for either IRES or IRAP purposes.

The decree also introduces a negative measurddobdnking sector which provides that, with respect
non-recurring transactions performed in 2015, detetax assets recognised on the statutory/tarrakgt
of intangible assets (e.g., goodwill, trademarks,)ecannot be transformed into tax credits as Lex
decree no. 225/2010.

This new measure does not affect the possible csioveof deferred tax assets already recognisdtian

banks’ financial statements related to previousgea
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Law no. 208 of 28 December 2015 (2016 Stability)Law

Tax measures introduced by the 2016 Stability Lad/ @f interest to the banking sector include:

the reduction in the IRES rate from the currenb2«'to 24.0% starting from 2017,

the concurrent introduction of an additional IRES8\ of 3.50% for banks and financial institutions,
applied individually even if they are part of domegax consolidation schemes. The combined
effect of the two measures stabilises the defetagdassets recognised in financial statements for
the more important items such as adjustments tosl@nd receivables and the realignment of
intangible assets that can, by law, be transformemitax credits (Law decree no. 255/2010 and
subsequent amendments and integrations). Hopefiley,tax authorities will clarify how this
measure is to be interpreted and applied,;

the current non-deductibility of 4% of interest erpe recognised by banks and financial
institutions for IRES and IRAP purposes has bearoxed, effective from 2017;

the cost of new operating assets acquired in theg&om 15 October 2015 to 31 December 2016
has to be increased by 40% for the calculatiorisoiifly-driven depreciation. This measure is also
applicable in the case of leased operating assets;

reduction of the amortisation period of intangibksets (e.g., goodwill, licences, trademarks, etc.)
recognised after 1 January 2016 and realignedafoiptirposes pursuant to article 15.10 of Law
decree no. 185/2008 from 10 to five years, givenléinge amount of deferred tax assets recognised
and the specific situations of the domestic taxsotidation scheme (see loss-making parties);

early application from 1 January 2016 of the nemctans as per Legislative decree no. 158/2015
approved as part of the tax proxy (see above). idw@ measures are also applicable to the
assessment reports already notified but not ydedet

amendment, starting from 2016, to the measuresricgvthe black list countries and, specifically,
the tax regime applicable to the calculation ofiggmvestments in certain countries and the costs
and revenue of residents in such black list coestrihe key criterion is that the nominal foreign
tax must be less than 50% of the tax rate appkciabltaly in order to avoid penalties;

the subsidies for donations to support culturegprespublic cultural property, etc. (the Art Bonus)
which gives companies making the donations a tadicequal to 65% of the donation;

amendments to the use of cash have increased riie ftom €1,000 to €3,000 and other
amendments to payment methods were introduced;

the period of time for which tax audits can be perfed for IRES, IRAP and VAT purposes has
been changed to the fifth year after presentatfdhetax return or seventh year in the case of non
presentation. The measure doubling the periodneé tior criminal violations has been repealed.
These new measures are applicable starting from2@i® returns, while previous assessment

reports continue to be valid.
The Stability Law also introduced general meastoeall companies related to:

company welfare, where people providing social wakservices are not taxable;

20



the possibility for companies to revalue equityestiments, land and, in general, its assets.

Risk management

UBI Factor's business mainly consists of grantinlyaamces against the sale of self-liquidating loand
receivables. It is exposed to various types of, ttis& definitions of which are common to all the IUBanca

banking group companies. The most significant reslkesdescribed below.

The risk measurement methods are revised contihuasgart of the process to centralise the setorel

control functions under the parent’s chief riskadf, a position introduced on 26 May 2014.

Each group company has its own risk managementpléamee and AML manager, who is part of the risk

control service and reports to management.

With respect tocredit risk, the criteria adopted to define the portfolio gatges and make individual
impairment losses comply with the company’s cur@rmdit Regulation, which in turn complies with tthod

the Group and is updated regularly. During the fiedf of the year, the company took steps to cgragth

the “EBA Final Draft Implementing Technical Standsit (ITS-EBA), published by the European Banking
Authority about non-performing exposures and expessubject to forbearance measures.

Up until 2015, the company applied the methods edyrevith the parent's CRO unit for collective
impairment. In the last quarter of 2015, the commrisk control service and the parent’s credikrgontrol
area concurrently performed a procedure prior édfitial transition to the parent’s area startirandrthe first
three months of 2016. The parent’'s estimate of impnt losses is based on an automated extrapolatio
process which duplicates the supervisory extrappldiased on the following three factors like fbet

previous unautomated processing:

the portfolio of performing exposures at the meesw@ent date, to calculate the exposure at default
(EAD), based on counterparties at risk identifigd-dference to the type of transaction and grouped

by macro categories;

the deterioration rate of each cluster of perfognéxposures: this is similar to the probability of
default (PD), calculated as the weighted averagéhefmost recent quarterly deterioration rates

available allocated on an annual basis;

Loss given defaulfLGD): this shows the percentage of loss on a lmareceivable of a defaulting
counterparty with the exception of the public adstmation (for which UBI Factor estimates the rate

based on the events of four years); a flat regujatte is used.

With respect to quantification of the capital reguaient for credit risk, the company does not culydall
under the scope of the roll-out plan for adoptidnirdernal methods (IRB). Accordingly, it uses the

standardised approach.

At 31 December 2015, the company had weighted as$ed1.40 billion, for which it was required tovea
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capital of €83.8 million. Its regulatory capital sv137.5 million with a total capital ratio of 9%d4at year
end (31 December 2014: 10.34%).

With respect taperational risk, the company has a control system as part ofrgansational model, set

up to comply with the relevant group regulations.

The loss data collection activities, designed tamoo the company’s operating losses, are carrigdiro
accordance with the Group’s policy and implementiegulation. Similarly, the annual update of compsan
risk assessment to estimate potential operatirgeoand identify any significant mitigation actioasalso

compliant with the Group’s regulations.

UBI Factor currently uses the standardised appraachlculate its capital requirements to coverapenal
risk, as provided for by the relevant legislatiohiles waiting for the parent’'s application to thepsuwvisory
body to use advanced methods (advanced measurapm@atches - AMA) to be approved. At present, the

first reports on operational risk using the AMAeémal systems are scheduled for 2016.

At 31 December 2015, the company had a capitalirement for operational risks of €5.8 million (31
December 2014: €7.1 million).

With respect to the last of the Pillar | risksarket risk is not currently an issue for UBI Factor as itirahy
relates to unexpected changes in exchange ratégated by operating instructions which establisatt
foreign currency transactions shall be hedged hylifig in the same currency and with the same nigturi
The company'’s net open foreign currency positioyeatr end was within the 2.0% limit of regulatoapital
(as per the prudential supervisory regulationsgréfore, capital to cover this risk was not neagssa
The most significant other risks (which do not entlty need a specific capital requirement) are:
compliance risk compliance with self- and external regulationsnisnitored at group level by the
parent’s compliance area since May 2014, with aifipeunit for the product companies, which
provides the related services to UBI Factor as.vilring the year, the project to extend the group
methods to measure compliance risk and use a comifoplatform to the company was
implemented, coordinated by the compliance area.ilot project focused on legislative issues of
interest to the factoring business.
With reference to AML legislation, the company wshortly adopt the special factoring module of
the Gianos application (the group standard). Theldpment activities, coordinated by the parent’s
anti-money laundering & claims area will continodine-tune the module in early 2016.
This risk is monitored constantly and the actigtiéor coordination with the parent after
centralisation of the AML function with it are idgoe;
concentration risk: management of this risk does not currently rexudoption of specific
guantitative models agreed with the parent, extmphe greater integration between the company’s
database in its IT system and that on the pargut'tal used to obtain information about shared

counterparties; activities are in place to aliga thvo environments automatically;
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reputational risk: events that could damage the company’s reputatiemot expected; this issue is
related to the management of customer complaintg;hwvare not critical given their number and
content and are handled in accordance with thenparguidelines.
Finally, in April 2015, Bank of Italy published Cular no. 288 setting out the new supervisory [miovis
for financial intermediaries, which will replaceode of Circular no. 216. With respect to credikrighe
Circular provides that financial intermediariesttda not collect savings from the general publike(lUBI
Factor) shall have a capital requirement of 6%heut additional deductions from the total requiraeme
(currently 25%). Based on the preliminary simulasioperformed, this will significantly reduce the
“unrestricted capital”.
With respect to concentration risk, the currentiUndual limit” of 40% will gradually be decreaséa 25%,
the limit currently envisaged for banks, startingnfi 1 January 2018.
Therefore, the company will be required to cargfufionitor this situation and may request the pafent
additional guarantees.
The new provisions will become applicable in 20b8e Bank of Italy has issued its favourable opiroon
the company’s application for inclusion in the negister of intermediaries (presented before 1lokmt

2015 as per the above Circular).
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Main risks and uncertainties to which the company éxposed

The report on risks and uncertainties required tigla 154-bis

of the Consolidated Finance Actas$ cut

below.
RISK DEFINITION EXISTENCE COMMENT ON RISK
The risk of incurring losses resulting The Group and company's specific regulations caler
from the default of a counterparty with stages of the credit procedure and counterpprty
whom a credit exposure exists. This also monitoring to mitigate the related risks.
comprisescounterparty risk which is In addition, the company has a staff unit (Credialiqy
the risk that a counterparty defaults monitoring) as part of its lending area to analyse risk.
before final settlement of the Medium During the second half of the year, the impairedfplio
transaction’s cash flows. was increased by a large position, which alone maige
(substantially | 98% of the exposures transferred to doubtful andty
Exposure tocountry risk (the risk of unchanged) | 95% of the current stock. Moreover, the positiotidd to
losses caused by events occurring in a significant, non-recurring public administrationsit®ns
country other than Italy) antransfer reclassified as non-performing at the end of 2012
risk (the risk that a bank, exposed td a The company increased its analytical impairmensdes
counterparty which is financed in |a recognised in the allowance for impairment accaigin
currency that is different from that in The performing portfolio improved both in terms it$
which it receives its main sources bf composition and credit quality due to changes ie [th
income, incurs losses due to the deterioration rate and the cancellation of the abpv
difficulties of a debtor in converting its exposures with the public administration.
currency into the currency in which the Quantification of the collective impairment lossess
exposure is denominated) are also based on criteria agreed with the parent's CROGIRO
monitored as part of credit risk. units. The company used the standardised method for
CREDIT RISK supervisory purposes, as it has not yet adopted| the
internal rating method.
The country risk and transfer risk are not material
With respect to the new supervisory provisions for
financial intermediaries (Bank of Italy Circular.riz88 of
April 2015), credit risk shows the impact of thepital
requirement (provided for intermediaries that, K&l
Factor, do not collect savings from the generallipub
The simulations performed at the start of the wkaw a
large reduction in the “unrestricted capital”, whic
implies the need to define actions before the dieador
application of the new provisions. This deadlinées to
the company’'s inclusion in the new register |of
intermediaries. It presented its application on @ober
2015 and the related procedures should be completed
within 180 days of that date. Therefore, the latedor
definition of the actions is 6 April 2016 (althoudhis
could be brought forward if the procedures are deted
within less than 180 days).
Risk of changes in the market value |of The factors leading to definition of the low expasare
financial instruments held, due {fo unchanged. The trading portfolio is basically irs¢ent.
unexpected changes in  market Foreign currency positions are few and the opegatin
conditions and in the issuer's credit Low instructions require that these transactions begdukavith
MARKET RISK rating. funding in the same currency and with the same rityatu
This risk includes risks of unexpected (unchanged) | The net open foreign currency position at the last
changes in exchange rates and calculation date (September 2015) does not require
commodity prices related to the specific capital allocation.
positions in the entire financial
statements.
The risk of incurring losses resulting The loss data collection procedure only found nmeaig
from the inadequacy of malfunction of results in the second half of the year, in line hwjt
procedures, human resources gnd historical figures (for one modest event, €3,000).
internal events or from external events. The first reports on operational risks using the AM
This includes losses resulting from  Medium internal system is scheduled for 2016 as per tiéng
OPERATIONAL RISK | fraud, human error, business disruption, and methods to be agreed at group level with |the
system failure, non-performance ¢f (substantially | competent authorities.
contracts and natural disasters. It aJso unchanged) | The risk assessment has been completed for 2015: 22
includeslegal risk defined as the risk of mitigation actions have been commenced for |17

losses due to violations of laws
regulations, contractual or  nof

pr

contractual liability or other disputes.

significant risks with actions plans in place amdieing
planned as per the 2014 SRA. Six mitigation actitams

have still to be implemented.

4 The concept of country risk refers to all exposuregardless of the counterparty’s nature, be tmelviduals, entities, banks or public
administrations. Country risk is measured consmipthat deterioration in credit risk in a given oty may imply default by numerous contracts,
even when this is not tied to specific restrictiomposed by the government. In other words, courisilly is the possibility that political and/or
economic events may affect loan quality.

24



RISK DEFINITION EXISTENCE COMMENT ON RISK
Operational risk also included risk, With respect to IT risk, mitigation actions are é&&on
defined as the risk of incurring the fact that the management IT system (in placeesi

economic losses, loss of reputation gnd

market share in relation to the use

of

July 2014) is undergoing development which
continue throughout 2016. This development projec]

t

CONCENTRATION
RISK

information and communication monitored constantly to ensure business continuity.
technology (ICT).

Risk resulting form exposures fo An analysis of the existing counterparties and teelg
counterparties, including central documents shows that the company monitors this |risk
counterparties, groups of connected appropriately.

counterparties and counterparties in the Critical issues relate to long-standing transactiovith
same economic sector, in the same assignors of receivables due from Lazio-based local

geographical region or that carry out tl
same activity or deal in the same gool
and the application of credit ris|
mitigation techniques including, i

particular, risks resulting from indiregt

he
ds,
K
L
Medium

exposures such as, for example, with

regard to single suppliers of guarante|

es. (substantially

Concentration risk may be split into tWjo unchanged)

sub-groups: single name concentrati
risk and sector concentration risk.

on

healthcare units. Management of this sector istdichto
recovering these positions.

The company does not have quantitative models gh|
with the parent to estimate this risk. It uses iimfation
about the amount agreed/used for common count&rpa
(by consulting the group database) and receiveslae
flows of information from the parent about its cgiérg
limits.

The supervisory provisions for financial intermeitia
(Bank of Italy Circular no. 288 of April 2015), efed to
above for credit risk, will impose a gradual vaoatin
the current “individual limit" of 40% to 25%, alrdg
required for banks, starting from 1 January 20
Therefore, the company will have to carefully ewatéu
the impact of this variation and may need to ask
parent for additional guarantees.

are

18.

INTEREST RATE

The current or future risk of a change
net interest income
company’'s economic value followin

and in the

in

o

unexpected changes in interest rates

which have an impact on the banki
book.

g

The immateriality of this risk is due to the compan
specific business.
Assets include loans and receivables with customviths

maturities (usually short-term) which are monitored

carefully and are not subject to unforeseen vanati
Sources of funding are established consideringdhes
and receivables (which usually have an average nhat|

RISK Low of about 60 days).
The company’s financial management is not specadti
(unchanged) | and is adjusted to the conditions applied (agreit tive
parent) and money market trends.
The parent monitors this risk using gap analysid gn
sensitivity analysis models at group level. It also
considers the guidance set out in the Group’s pdtic
financial risk management.
The risk of adverse and unexpected The factoring product is appreciated by the market,
changes in profits/margins compared |to including to the detriment of more traditional fanof
forecasts, connected with volatility in funding.
volumes of business due to competitive Medium The commercial objectives include the contributibthe
BUSINESS RISK pressure and market conditions. network bank’s commercial structures, whose adtivi
(unchanged) | are not controlled by the company.
Therefore, business risk is mainly due to commetitf
other operators in the sector, which have simjlar
distribution models.
The risk that the underlying economic No such transactions have been performed.
SECU';IITSIEATION substance of a securitisation is not fully N/A
reflected in decisions made to measure
and manage risk. (unchanged)
The risk of the failure to meet payment The company’s funding is kept with the group baakd,
obligations which can be caused either given that it is wholly controlled by UBI, liquiditrisk is
by an inability to raise funds or b inexistent, as it has guaranteed funding at mastes.
raising them at higher than market costs
LIQUIDITY RISK (funding liquidity risk) or by the| The company agrees its investment policy with theept
presence of restrictions on the ability [to Low considering its available funding, as well as tlaeept's
sell assets (market liquidity risk) with structural balance policy.
losses of principal. This also includ¢s (unchanged)
medium to long term (structural) equity
risk resulting from a mismatch between
the sources of funding and lending.
The present or future risk of incurring No significant facts or circumstances were idegdifi
loss of profits or capital resulting from fa
REPUTATIONAL negative perception of the image of|a Low
RISKS bank by its customers, counterparti¢s

shareholders, investors or supervisg
authorities.

r)} (unchanged)

RESIDUAL RISK

The risk that established methods

of

NB: At present, the company uses the standardadeth
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RISK

DEFINITION

EXISTENCE

COMMENT ON RISK

mitigating credit risk used by a bank are Low

less effective than expected. No losses of this nature have been incurred and|the
(unchanged) | company deems that the tools used to monitor cristit

are adequate overall.

The current or future risk of a fall inp Given the substantially stability of the company’s

profits or in capital resulting fron business and its seamless development of the delate

changes in the operating context, errprs Low strategies, in line with the Group’s policies, ttwmpany

STRATEGIC RISK h e - ; A S

in corporate decision-making, is not significantly exposed to strategic risks.

inadequate implementation of decisiops (unchanged)

failure to react to change in Ja

competitive environment.

The risk of incurring legal o The parent’s specialist units have monitored thék

administrative  penalties, substantjal since 26 May 2014 and keep it under control.

financial losses of damage to reputatipn

resulting from violations or laws angd The company has introduced complementary activities

COMPLIANCE RISK

mandatory external regulations
internal regulations (e.g., by-laws, cod
of conduct and codes of ethics. TH
includes assessing thesk of money
laundering and financing of terrorism
which is the risk of coming into conta
with criminal conduct such as mone
laundering and the financing d
terrorism that are serious threats for {
legal economy, given their possib
international nature, and can also lead
destabilising effects, especially on tl
banking and financial sector.

ot Low

y

f (unchanged)
he

e

to

ne

for AML compliance, including adoption of the Giane
factoring packet.

INVESTMENT RISK

Risk of changes in the value of equity

investments that are not full
consolidated. The portfolio includes g

the equity investments held by group
i.el.

companies in third parties,
companies  excluded from th
consolidation scope as the investme
are non-controlling.

y
]

N/A

e (unchanged)
hts

The company does not have equity investments.

REAL ESTATE RISK

Risk of changes in the value of propert
plant and equipmer?t.

WIN/A (unchanged

ACTIVITIES AT RISK
WITH AFFILIATED
PARTIES

(unchanged)
Risk that the vicinity of certain parties 1o The parent updates the procedure used to monitor
the bank's decision-making centreés transactions with affiliated parties once a moai (
could compromise the objectivity and  Medium updated list of affiliated parties in the Groupaabase)

impartiality of decisions about th
granting of financing and othe
transactions with the same parties,

possible distortions in the process
allocate the resources, exposing f
bank to risks that are not proper

measured or monitored and potentjal

damage for customers and shareholdg

e
r (unchanged)
th
to
he
y

IS.

to ensure that resolutions are passed in accordeitite
the Credit Regulation.

The Lending area manually checks the affiliatedigsr
list pending the automation of the controls.

OTHER

Other risk categories not includg
above.

d N/A

(unchanged)

Inexistent

Research and development

The company did not carry out any research andldewvent activities during the year.

Treasury shares and parent shares

The company does not directly or indirectly owrasary shares or shares of its parent. It did nqtiae

and/or sell treasury shares or shares of the paréwr directly or through trustees or nomineesnduthe

year.

® Measurement of this risk includes possible investisin real estate mutual funds.
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Management and coordination and transactions withogip companies

Pursuant to article 249is.4 of the Italian Civil Code, it is noted that wiilthe scope of management and
coordination by UBI Banca S.c.p.A., as parent, ¢benpany benefitted from synergies arising from its

membership of the group, using such synergies poawe business management and development.

Transactions with UBI Banca and the group compamigsch mainly consist of bank credit facilitiesea
carried out on an arm’s length basis, without paa¢conflicts of interests involving directors, rsuant to
article 2391 of the Italian Civil Code and the Rlagions for the discipline of UBI Group related-par
transactions.
Guarantees issued by UBI Banca cover large expasoaiienportant debtors. Fee and commission expsnse
recognised on such guarantees.
The costs of other services provided by the paoengroup companies, governed by specific service
agreements, are charged on the basis of mastenagmés for the provision of technical and admiaiste
services. They refer to the following activitiesdabed in the “General service catalogue”:

- administration and management accounts;

- strategic planning, capital management and studies;

- audit;

- human resources;

- cost optimisation;

- risk control and rating;

- controls over the risks of money laundering andatiehships with the investigating

authorities;

- compliance;

- ALM management;

- training;

- administrative and support services;

- purchases;

- information and communication technology

- security and business continuity;

- real estate services;

- assistance services.
As mentioned earlier, the company has availed ®fli service provided by UBI Sistemi e Servizi iI€T
aspects and the purchases cycle since 1 Januaby @0line with that already implemented by theesth

group companies.
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This is in addition to the centralisation of thekrimanagement, AML, compliance, administration and
financial reporting, planning and management cdsitaxctivities with the relevant areas at the parent
reporting to the chief risk officer, the complianmo@anager and the chief financial officer in 2014.
Furthermore, a business partnership agreemenpigs@e with the Group’s network banks for the asijioin

of factoring transactions, whereby commissiong@cbarged for the referral of business opportusitie

The company participates in the UBI Banca Group ki tax consolidation scheme.

The nature of the captions and amounts is detailetthe individual statement of financial positionda

income statement captions in Section 6 - “Relatatygransactions”.

Branches

The company does not have any branches.

Events after the reporting date

The company did not perform any atypical or unudtehsactions after the reporting date, nor weng an
underway at that date, whereby such transactianshaise outside the scope of normal operationgtaatd

could significantly impact the company’s finangualsition and results of operations.

Outlook
In line with its 2016 budget, prepared as parthef 2016-2018 business plan, the company expects
a large rise in its business volumes
This growth is based on the following rationale:
rise in the number of large corporate customers
structured development of the mid corporate segment
re-introduction of the PA business using a diff¢@goproach to that applied in the past

non-captive customers (developed directly by UBit6g.

Proposal to the shareholders

We propose allocating the profit for 2015, amoumtin €2,486,280 to the shareholders as a dividénd o
€0.036 (2014: €0.082) to each of the 69,453,50€esha

We ask that you approve the financial statemendstha allocation of the profit for the year as prepd

above.
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With approval of the 2015 financial statements, KP®.p.A.’s engagement as the company’s independent
auditors in charge of the legal audit of its fin@ahstatements ends. We invite the shareholdetaki® the

related resolutions.

Milan, 9 February 2016

Chairman of the board of directors
Alberto Valdembri

(signed on the original)
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STATEMENT OF FINANCIAL POSITION
(Euros)

Assets 31/12/2015 31/14/2014
10. Cash and cash equivalents 4,945 6,847
50. Held-to-maturity investments - 9,589,489
60. Loans and receivables 2,269,193,808 2,054,370,90
90. Equity investments 392,836 392,836
100. Property and equipment 132,192 161,945
110. Intangible assets 11,041 23,072
120. Tax assets 13,090,381 14,419,608
a) current 1,691,603 3,108,343
b) deferred 11,398,778 11,311,265
- including as per Law no. 214/2011 10,837,641 10,219,986
130. Non-current assets held for sale and disppealps - 522,849
140. Other assets 8,336,056 8,643,521
TOTAL ASSETS 2,291,161,258 2,088,131,07
Liabilities and equity 31/12/2015 31/12/2014
10. Financial liabilities 2,128,026,714{ 1,907,189,70
70. Tax liabilities 565,404 2,417,121
a) current 565,404 2,417,121
90. Other liabilities 18,794,601 30,363,633
100. Post-employment benefits 2,300,709 2,562,519
110. Provisions for risks and charges: 1,525,670 2,519,744
b) other provisions 1,525,670 2,519,744
120. Share capital 36,115,820 36,115,820
150. Share premium 2,065,828 2,065,828
160. Reserves 99,705,526 97,232,741
170. Valuation reserves (425,294) (510,404)
180. Profit for the year 2,486,280 8,174,361
TOTAL LIABILITIES AND EQUITY 2,291,161,258 2,088,131,07
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INCOME STATEMENT
(Euros)

2015 2014

10. Interest and similar income 29,485,351 38,646,573
20. Interest and similar expense (3,307,481) (6,943,565)

NET INTEREST INCOME 26,177,870 31,703,008
30. Fee and commission income 14,218,114 16,918,698
40. Fee and commission expense (9,990,631) (11,198,688)
NET FEE AND COMMISSION INCOME 4,227,483 5,720,010
TOTAL 30,405,353 37,423,018
100. Net impairment losses on: (7,603,099) (5,286,878)

a) financial assets (7,472,976) (5,286,878)

b) other financial transactions (130,123) -

110. Administrative expenses:
a) personnel expense
b) other administrative expenses

(20,630,449)
(10,547,319)
(10,083,130)

(20,794,931)
(10,765,573)
(10,029,358)

120. Depreciation and net impairment losses ongatg@nd equipment (50,525) (74,548)

130. Amortisation and net impairment losses omigitale assets (12,041) (84,484)

150. Net accruals to provisions for risks and charg 139,922 (1,193,465)
160. Net other operating income 1,327,198 2,255,971
OPERATING PROFIT 3,576,358 12,244,683
PRE-TAX PROFIT FROM CONTINUING OPERATIONS 3,576,358 12,244,683
190. Income taxes on continuing operations (1,090,078) (4,070,322)
POST-TAX PROFIT FROM CONTINUING OPERATIONS 2,486,280 8,174,361
PROFIT FOR THE YEAR 2,486,280 8,174,361
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STATEMENT OF COMPREHENSIVE INCOME

(Euros)
2015 2014
10. | Profit for the year 2,486,280 8,174,361
Other comprehensive income (expense), net of incorte, that will not be reclassified
subsequently to profit or loss
20. Property and equipment - -
30. Intangible assets - -
40. Defined benefit plans 85,110 | (151,539
50. Non-current assets held for sale - -
60. Portion of valuation reserves of equity-acued - -
investees
Other comprehensive income (expense), net of incorte, that will be reclassified
subsequently to profit or loss
70. Hedges of investments in foreign operations - -
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-acued - -
investees - -
130.| Total other comprehensive income (expense), net iocome tax 85,110 | (151,539
140.| Comprehensive income (Caption 10+130) 2,571,390 8,022,822
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STATEMENT OF CHANGES IN EQUITY

(Euros)

Statement of changes in equity for the year endddegember 2014

Allocation of prior year Changes of the year
Adjustment profit Equity transactions 2014 '
Balance at to opening Balance at . Changes Distribution - comprehensivel Equity at
31-12-2013 01-01-2014 Dividends in Issue of | Repurchase of Change in Other ! 31-12-2014
balance Reserves | and other new | of treasury . equity Income
- reserves extraordinary | . changes
allocations shares shares L instruments
dividends
Share capital 36,115,820 - 36,115,820 36,115,820
Share premium 2,065,827 - 2,065,827 2,065,827
Reserves: 89,890,35p - 89,890,352 7,342,391 - - - - - - 97,232,743
a) income-related 81,675,329 - 81,675,329 7,312 89,017,720
b) other 8,215,023 - 8,215,028 8,215,023
Valuation reserves (358,865 - (358,86%) (151,539) (510,404)
Equity instruments - - - -
Treasury shares - - - -
Profit for the year 7,342,391 - 7,342,391 (7,342)39 - 8,174,361 8,174,361
Equity 135,055,525 - 135,055,525 - - - - - - 8,022,822 143,078,34
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Statement of changes in equity for the year endddetember 2015

Allocation of prior year Changes of the year
Adjustment profit Equity transactions 2015 '
Balance at ) Balance at Changes Distribution . Equity at
12- to opening 01- Dividends ; Issue of | Repurchase Change in comprehensivel 5,75’
31-12-2014 bal 01-01-2015 in of C Other 31-12-2015
alance Reserves | and other | oceryes| New | oftreasury | . o equity | poried  NOOMe
allocations shares shares g Y | instruments 9
dividends
Share capital 36,115,820 - 36,115,820 36,115,820
Share premium 2,065,82¢ - 2,065,828 2,065,828
Reserves: 97,232,74p - 97,232,742 2,452,808 - - - - 20,475 - 99,705,524
a) income-related 89,017,740 - 89,017,720 2,4m23 91,470,028
b) other 8,215,023 - 8,215,028 20,475 8,235,498
Valuation reserves (510,404 - (510,404) 85,110 (425,294)
Equity instruments - - - -
Treasury shares - - -
Profit for the year 8,174,361 - 8,174,361 (2,458)3(05,722,053 2,486,280 2,486,280
Equity 143,078,347 - 143,078,347 - (5,722,053 - - - 20,475 2,571,390 139,948,159
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STATEMENT OF CASH FLOWS
(Direct method) - (Euros)

A. OPERATING ACTIVITIES 2015 2014

1. Operations 9,924,512 14,334,739
- Interest income collected (+) 29,485,351 38,646,573
- Interest expense paid (-) (3,307,481) (6,943,565)
- Dividends and similar income (+) -

- Net fee and commission income (+/-) 4,227,483 5,720,010

- Personnel expense (-) (10,547,319) (10,765,573)
- Other costs (-) (10,083,130) (10,029,358)
- Other revenue (+) 1,327,198 2,255,971

- Taxes and duties (-) (1,177,590) (4,549,319)
- Expense/revenue of disposal groups, net of teeceft/-) -

2. Cash flows generated/(used) by financial assets (227,494,885) 264,235,792
- Financial assets held for trading -

- Financial assets at fair value through profitosis -

- Available-for-sale financial assets -

- 3. Loans and receivables with banks (164,885) 5,352,999

- Loans and receivables with financial institutions (238,377,137) 48,623,820
- Loans and receivables with customers 9,322,932 206,305,346
- Other assets 1,724,205 3,953,626
3. Cash flows generated/(used) by financial liabtles 206,385,406 (301,769,656)
- Due to banks 218,739,656 (298,567,656)
- Due to financial institutions -

- Due to customers 2,097,352 (3,747,681)
- Securities issued -

- Financial liabilities held for trading -

- Financial liabilities at fair value through profir loss -

- Other liabilities (14,451,602) 545,681

NET CASH FLOWS USED IN OPERATING ACTIVITIES A

(11,184,967)

(23,199,125)

B. INVESTING ACTIVITIES

1. Cash flows generated by 10,112,338 -
- Sales of equity investments -
- Dividends collected -
- Sales/repayments of held-to-maturity investments 9,589,489 -
- Sales of property and equipment -
- Sales of intangible assets 522,849 -
- Sales of business units -
2. CASH FLOWS USED BY (20,783) (887,789)
- Acquisitions of equity investments -
- Acquisitions of held-to-maturity investments (292,991)
- Purchases of property and equipment (20,773) (12,078)
- Purchases of intangible assets (20) (582,720)
- Purchases of business units -

NET CASH FLOWS GENERATED BY/(USED IN) INVESTING ACT IVITIES B 10,091,555 (887,789)
C. FINANCING ACTIVITIES
- Issue/repurchase of treasury shares - -
- Issue/purchase of equity instruments 20,475 -
- Distribution of dividends and other allocations (5,722,053) -

NET CASH FLOWS GENERATED BY/(USED IN) FINANCING ACT IVITIES C (5,701,578) -
NET CASH FLOWS OF THE YEAR A+B+C (6,794,990) (24,086,914)

RECONCILIATION
2015 2014

Opening cash and cash equivalents 33,728,332 57,815,246
Total net cash flows of the year (6,794,990) (24,086,914)
Closing cash and cash equivalents 26,933,342 33,728,332
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NOTES TO THE FINANCIAL STATEMENTS
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PART A — ACCOUNTING POLICIES

A.1 - GENERAL PART

Section 1 - Statement of compliance

The financial statements have been prepared inrdaeoe with the International Financial Reporting
Standards (IFR8)issued by the IASB (International Accounting Stamis Board) and approved by it at the
date of preparation thereof and the related ingtations of the International Financial Reporting
Interpretation Committee (IFRIC) endorsed by theopean Commission and applicable at the reporting
date, as incorporated into Italian law by Legiskatilecre no. 38/2005 which exercised the optiamwadt by
Regulation 1606/2002/EC about the IFRS. The compléshypot make any departures from the IFRS.

Reference should be made to thést of the main IFRS endorsed by the European Oesnoni’ at the end
of section A.1. The standards and interpretatioasagplied when the relevant events arise fronydas in

which they become applicable.

The financial statements, consisting of a staterokfihancial position, an income statement, aestent of
comprehensive income, a statement of cash flowstagement of changes in equity and these notes,
accompanied by the directors’ report, have beentetidy KPMG S.p.A.. They comprise the separate

financial statements of UBI Factor S.p.A., a Uni@ache Italiane Group company.

Section 2 - Basis of preparation

The financial statements have been prepared irrdacoe with measurement criteria adopted on this béas
a going concern assumption and in compliance withruals-based accounting, the materiality of

information and the predominance of substance fover.

The financial statements are clearly stated and gitrue and fair view of the company'’s financiasition

and performance, changes in equity and cash flows.

Unless otherwise indicated, the amounts in thesmiéial statements are expressed in Euros asb#ging
currency. They are presented in thousands of Elitwes related rounding of the figures has been peed

on the basis of Bank of Italy’s instructions.

The financial statements layout comply with thoséreed by Bank of Italy in its Circular no. 262/Zband

subsequent amendments and integrations. Therdforithe purposes of the presentation of these filshn

® The IFRS and interpretations are applied wheretlemits regulated by them arise after their mangaipplication, unless specified otherwise.
Reference should be made to the section onltisé 6f the mairiFRS endorsed by the European Commission’more information.
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statements, the provisions of the fourth updatiisfCircular issued by Bank of Italy on 15 Decemb@15

have been complied with

The financial statements present the figures fdi520ith previous year corresponding figures (whielve
not been restated compared to the figures publishéde 2014 financial statements). They do noluitke

captions with a nil balance in both years.

To complete the information, the company also aereid the following when preparing its financial

statements:

the ESMA document of 27 October 2015 “European common eafoent priorities for 2015
financial statements” designed to promote unifoppligation of IFRS to ensure transparency and the
proper functioning of financial markets by idenitifyg certain issues considered particularly sigaific

for the 2015 financial statements of listed Europeampanies, in consideration, inter alia, of cofrre

market condition’

the ESMA document of 27 December 2015, “Improvihg tuality of disclosures in the financial
statements” designed to emphasise the importanpeoefding information in financial reports that

takes account of both relevant and material aspects

Accounting policies

The accounting policies contained in Part A.2 @sthnotes concerning the classification, measureameh
derecognition of the financial statements captimesthe same as those adopted to prepare the idahdiél

statements.

Where it is impossible to measure captions in thanicial statements with precision, the applicabbthese
policies involves the use of estimates and assomptivhich may have a significant effect on the am®u

recognised in the statement of financial positind the income statement.

The use of reasonable estimates is an essentiblopdahe preparation of financial statements anel th
financial statements captions for which the usesiimates and assumptions is most significantisred|

below:

- measurement of loans and receivables;

"This document revised the disclosure to be providetie notes to financial statements about “credility” to comply with the new definitions of
impaired financial assets (for example only, urlike® pay and forborne exposures) and the notiatabéished by the European Commission as
proposed by the EBA about non-performing exposanesforborne exposures .

In addition:
the tables on committed assets in section 3.4 ‘itiprisk” have been eliminated from Part D, SentBRisks and hedging policies
Part B Notes to the statement of financial positiand Part D, Section Risks and hedging policidsave been revised to improve their
presentation and the comprehension of the dis@ssas well as to shorten the time required to pesthem.
8 European Securities Market Authority.
°The disclosures to be given priority in the 201&ficial statements as established by ESMA are:
the impact of the financial market conditions oe fimancial statements;
statement of cash flows and related disclosures;
measurement of fair value and related disclosures;
the impact, if any, of applying IFRS, which are eged to become applicable in the near future.
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- measurement of financial assets not listed on ectiarkets;

- measurement of intangible assets with an indefirseful life and equity investments;
- quantification of accruals to provisions for risksd charges;

- quantification of deferred taxes;

- calculation of the amortisation and depreciatiomrghs for finite-life intangible assets and

property and equipment;
- measurement of post-employment benefits.

An estimate may change due to variations in theunistances on which it was based or if new infoionat

comes to light or on the basis of greater expedgenc

A change in an estimate is applied prospectivety, #merefore, it affects profit or loss of the y@amvhich

the change is made and, possibly also future years.

No changes were made in 2015 to the criteria puslyoemployed for estimates in the financial staets
at 31 December 2014.

With respect to changes in the IFRS, the followshguld be noted:

Standards applicable since 2015

Some provisions relating to regulations issuedheyBEuropean Union have come into force for thé finse

at 31 December 2015. The most relevant aspectieanzibed below:
Regulation no. 634/2014ntroduced IFRIC 21 - Levies”, application of whihmandatory starting from
the 2015 financial statements. The interpretataohr@sses the accounting treatment for a liabiétgting
to a levy that is not a tax on income and, theesfdoes not fall within the scope of applicationA® 12.
The accounting treatment of the liability must céynwith the provisions of IAS 37 - Provisions,
contingent liabilities and contingent assets. IFRICgives clear details of: i) the obligating eveiftich
gives rise to a liability to pay a levy; ii) wheriability to pay a levy must be recognised,; ileteffects

of that interpretation on interim financial repoftsrmer 1AS 343°.

Regulation no. 1361/2014made amendments to the standards in accordande thét Annual
Improvements to IFRSs: 2011-2013 Cycle as parthef mormal annual process to improve them
developed in the context of ordinary activities rationalisation and clarification of the IFRS. The
purpose of the annual improvements is to addressdicessary issues concerning inconsistencies found

in the standards or to clarify terms which areafan urgent nature.

The amendments refer to the following standards:

1% This interpretation is important for the definitiof the accounting treatment of contributionshi® Single Resolution Fund (SRF) and the Deposit
Guarantee Schemes (DGS), provided for by Directie2014/59/EU and 2014/49/EU, respectively.

40



o IFRS 3 - Business combinations
The amendment clarifies that the formation of gdeis of joint arrangement, as defined by IFRS

11, are excluded from the scope of IFRS 3;

0 IFRS 13 - Fair value measurement
The amendment clarifies that the exception conthingaragraph 48 of IFRS 13 concerning the
possibility of measuring the fair value of a netsiion (in cases where financial assets and
liabilities exist with positions which offset matker credit risks) applies to all contracts
included within the scope of IAS 39 (and in futwfelFRS 9) regardless of whether it satisfies
the definition of financial assets and liabilitipovided in 1AS 32;

0 IAS 40 - Investment property
The amendment clarifies that IFRS 3 and IAS 40rmtemutually exclusive and that reference
should be made to the specific instructions coethiim the respective standards to determine
whether the purchase of a property falls within sbepe of IFRS 3 or IAS 40. An entity shall
assess whether the acquisition of an investmemteptyis an acquisition of an asset, a group of

assets or even a business combination in accorddatitéFRS 3.

Adoption of the above-mentioned measures has ndtahaignificant effect on UBI Factor’'s financial

statements.

Standards applicable after 2015

The provisions of some EU regulations become aglpléecin 2016. The key aspects are described below.
On 17 December 2014, the European Commission ezditine following regulations:

Regulation no. 28/2015which introduces the 2010-2012 annual cycle of mapments to the IFRS

developed in the context of the normal rationailigaand clarification of the standards.
The main changes relate to the following:
IFRS 2 - Share-based payment

Changes were made to the definitions of “vestingdit@mns” and “market conditions” and further
definitions of “performance conditions” and “semiconditions” were added; they were previously

included in the definition of “vesting conditions”;
IFRS 3 - Business combinations

The amendment clarifies that a “contingent consitien” pursuant to IFRS 3 recognised as a
financial asset or liability (in accordance with3A9/IFRS 9) shall be subsequently measured at fair
value at each reporting date and changes in féurevshall be recognised through profit or loss or
other comprehensive income on the basis of tharergants of IAS 39 (or IFRS 9);
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IFRS 8 - Operating segments

The amendments require an entity to disclose judgésnmade by management in applying the
criteria for the aggregation of operating segmeantduding a description of the aggregated segments
and the economic indicators considered in detengimihether the operating segments share “similar

economic characteristics”.

Furthermore, the amendments specify that the rdaian between the total of the segment assets
subject to disclosure and the entity’s assets dtmllreported if the segment assets are reported

periodically to the chief operating decision-maker;
IAS 16 - Property, plant and equipment and IAS Bfangible assets

The amendments have eliminated the inconsistenaiesthe calculation of accumulated
depreciation/amortisation when an item of propepignt and equipment or an intangible asset is
revalued (i.e., when the option to measure at isodiscarded in favour of the alternative option to
measure at fair value). The new requirements glahniit the gross carrying amount shall be adjusted
in a manner consistent with the revaluation of dtaerying amount of the asset and that the
accumulated depreciation/amortisation must, theeefoe equal to the difference between the gross

carrying amount and the carrying amount net ofirtifgairment recognised,;
IAS 24 - Related party disclosures

The new provisions clarify that when an entity pdes key management personnel services to a

reporting entity, that entity is deemed a relatadyp

Regulation no. 29/201%vhich amends IAS 19Employee benefits

The amendments are designed to regulate the reimogmif employee (or third party) contributions

where defined benefit plans require them to couatelio the cost of the plan. In fact, in some coest

pension plans require employees (or third part@spntribute to a pension plan.

The amendment makes it possible to only deductitaribns from personnel expense that are connected

to the service provided in the period in which $ieevice is provided. Contributions that are connected

to the service, but vary on the basis of the donatif the service provided, shall be allocatech&operiod

of service using the same method of allocationiagpb the benefits.

On 23 November 2015, the European Commission eeddRegulation (EU)no. 2113/2015 which
endorses the amendments published by the IASB duB@ 2014 to IAS 16Rroperty, plant and equipment
and IAS 41 Agriculture

1 The current standard provides that contributioesoifset against personnel expense in the yeahioh they are paid.
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While this amendment is of very little relevanceatbank, it provides that bearer plants shoulddseuwnted

for in the same way as property, plant and equipmen

On 24 November 2015, the European Commission ead&sgulation (EUno. 2173/2015vhich endorses
the amendment published by the IASB on 6 May 201#RS 11 Joint arrangements

This amendment provides new guidance about theuatiog treatment for acquisitions of interestsamj

operations which constitute a business.

In other words, the amended standard requiresghbcation of the provisions of IFRS 3 in termsthé
purchase method for recognising the purchase a@ihdgperation, commensurate naturally to the pesge
acquired. Under the purchase method, the idenéfialssets acquired (inclusive of any intangiblectsss
previously not recognised by the acquired entity) ¢he identifiable liabilities assumed (inclusivkthe

contingent liabilities) shall be recognised at tespective fair value at the acquisition date.

On 2 December 2015, the European Commission ergl®agulation (EUNo. 2231/2015vhich endorses
the amendment published by the IASB on 12 May 201\S 16 -Property, plant and equipmeand IAS

38 -Intangible assets

The amendment clarifies when it might be appropriatuse depreciation methods based on revenue or o
the basis of a schedule that depreciates/amogisgerty, plant and equipment and intangible assethe

basis of revenue generated by the use of thostsasse

On 15 December 2015, the European Commission esdidRegulation (EU)no. 2343/3015 which
introduces the 2012-2014 annual cycle of improvamén IFRSs. The main changes made relate to the

following:
IFRS 5 - Non-current assets held for sale and disnaed operations

The amendment introduces specific guidance on IR cases when an entity reclassifies an asset
out of the held-for-sale category into the helddatribution category (or vice versa), or when the

requirements for the classification of an assedfiel-distribution are no longer met.
The amendments state that:

0 these reclassifications do not constitute a chamgeplan (to sell or distribute) and, therefohe t

classification and measurement criteria remairdyali

0 assets that no longer meet the criteria for reifleason as held-for-distribution should be tredte

in the same way as an asset that ceases to biéiethas held-for-sale;
IFRS 7 - Financial instruments: disclosures

The amendment regulates the introduction of furtuédance to clarify whether a servicing contract
constitutes a remaining involvement in a transféasset for the purposes of the disclosure required

in relation to transferred assets.
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It also clarifies that disclosures on offsettinggincial assets and liabilities are not explicidguired
for all interim financial statements, but that nekeless those disclosures could be necessary to

comply with the requirements of IAS 34 in cases netthe information is significant.
IAS 19 - Employee benefits

The document clarifies that, in order to identifie tdiscount rate for post-employment benefits,
reference must be made to high quality corporatelbaenominated in the same currency used for
the payment of the benefits and that the depthhefrelative market should therefore be currency

level.
IAS 34 - Interim financial reporting

The document introduces amendments to clarify sbate information requested must be included
in interim financial statements or at least in oth&rts of the documents such as the interim filgnc
report but with the proviso that cross-referenaeshait other section must be given in the interim
financial statements. In this last case, the repmrst be made available to readers of the financial
statements in the same way and at the same tirfa & interim financial statements, otherwise,

the latter is to be considered incomplete.
On 18 December 2015, the European Commission egditine following regulations:

Regulation no. 2406/201%vhich endorses the amendment published by the 1A6B.8 December
2014 to IAS 1 -Presentation of financial statement&s part of the broader process to improve
financial reporting disclosures, the amendmentuestjon makes limited changes to IAS 1 designed to
provide clarification on matters which might be gaved as an impediment to the clear and intelkgib

preparation of financial statements;

Regulation no. 2441/2015~hich endorses the amendment published by the I&%B2 August 2014
to IAS 27 - Separate financial statement¥he amendment introduces the possibility to mesasu
investments in subsidiaries, joint ventures or e@sses using the equity method in the investor's

separate financial statements.

Adoption of the above amendments will not havegaificant effect on UBI Factor’s financial statentsh

2 The Group will decide whether to avail of the optintroduced through Regulation (EU) 2442/2015%Hsyamendment to IAS 27 in 2016.
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Amendments to IAS 39

On 24 July 2014, the IASB issued IFRS 9 - Finanisfruments, substantially completing the threaggh

process to fully revise IAS 39 - Financial instrurtge recognition and measurement:
Classification and measurement;
Impairment; and
General hedge accountifig

The standard, adoption of which is mandatory frodaduary 2018, still has to be endorsed by theeamm
Commission. On 4 May 2015, the European FinancigdRing Advisory Group (EFRAG) issued a

favourable opinion on its endorsement.

Endorsement of the standard is expected to take fiathe first half of 2016 and it will become &pable

for all member states.

The main provisions of the new standard are suns@atelow:

Recognition and derecognition

With IFRS 9, the criteria for initial recognitiomna@ derecognition of financial assets and liab#itigre

substantially the same as those of IAS 39.

Classification and measurement

IFRS 9 sets out the following criteria for the slifisation of financial assefs
a) the business model of the entity to manage Giahassets; and

b) the characteristics of the contractual cashdglénem the financial assets,

and, on this basis, it establishes the followinge¢hcategories for the classification and measunerok

financial assets:

amortised cost (AC);
fair value through other comprehensive income (FYQC

fair value through profit or loss (FVPL).

I $w& ! ' (
$ & ) + + # ! % # %
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Amortised cost
Financial assets held to collect their contractash flows are classified and measured using thesion.

The occurrence of a sale is not necessarily insterdi with the definition of a business model reegiifor
measurement at “amortised cost”. For example, gufeat sales of modest amounts may take place asfpar
that business model. Furthermore, disposals caaigdiue to increases in credit higkin financial assets

subject to disposal are not important.

Fair value through other comprehensive income (FYYOC
This category is for the classification of finari@asets:

for which the contractual cash flows consist exelely of the payment of principal and interest;
held to collect the contractual cash flows and akssh flows from the sale of the assets. This legsin
model may involve greater sales activity than tiiahe business model associated with the “Amattise

cost” category.

The interest income, exchange rate gains and lasgksnpairment losses on financial instrumentssifeed
in the FVOCI category together with reversals op&inment losses are recognised through profit ss,lo

while other changes in fair value are recogniseoluth other comprehensive income (OCI).

At the time of sale (or possible reclassificatiotoi other categories due to a change of businesklino

accumulated gains or losses recognised in OClemtassified to profit or loss.

Fair value through profit or loss

Financial assets that are not managed on the bb#e two business models specified for the “arsed
cost” and “fair value through other comprehensn@ime” categories are classified and measured diogor

to this criterion.

For equity instruments only, an irrevocable optioray be exercised on initial recognition for the
classification and measurement of the financiagtssat FVOCI. Exercise of this option involves mgaising
all changes in fair value through other comprehensicome (OCI) without the possibility of recldgsig
them to profit or loss (neither for impairment rior subsequent disposal). Dividends are recogrisedofit

or loss.

With respect to financial liabilities, the provism®of IAS 39 have been reproduced almost entireliFRS 9.
As provided for by IAS 9, the new standard allotvsnh to be measured at “fair value through profitoss

(i.e., the fair value option) if certain conditioasist, but nevertheless providing for changesianfair value

16 Moreover, if the sales made by the entity aremfoequent and for insignificant amounts, the gnshall assess within what limits this sales
activity is consistent with a business model withohjective of collecting contractual cash flows.
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of financial liabilities due to changes in the dtedhting of the issuer to be recognised througheot

comprehensive income and no longer through profibss.

Impairment

The IFRS 9 impairment model, which has a forwamking vision, requires immediate recognition ofdite
losses even if they are only expected as oppos®dSIB9, according to which the measurement of itred

losses is based solely on those resulting fromepasits and current conditions.

This model requires an estimate of credit lossdsetanade on the basis of supportable informatiai ith

available without undue cost or effort and thatudes historical, current and forecast information

As opposed to IAS 39, IFRS 9 has a single impaitmedel to be applied to different financial instrents
such as financial assets measured at amortised arwktthose measured at fair value through other

comprehensive income.

Specifically, with the exception of purchased oigimated credit impaired financial assets (see Wglo

expected credit losses are required to be measu@ahh a loss allowance at an amount equal to:

the 12-month expected credit losses (expectedtdosdies that result from those default eventden t
financial instrument that are possible within 12ntis after the reporting date). This method is
applied when the credit risk at the reporting datlew or has not increased significantly sinceiahi
recognition; or

full lifetime expected credit losses (expected trexsses that result from all possible defaultrége
over the life of the financial instrument). This tmed is applied when the credit risk has increased

significantly since initial recognition.

The standard provides for the division of finan@akets into three stages on the basis of thet arskli

specific to each relationship:

Stage 1: performing financial assets for which igniicant increase in the credit risk has beemfhu
Calculation of the expected loss is carried out avéime horizon of 12 months;

Stage 2: performing financial assets for whichgmigicant increase in the credit risk has been éun
Calculation of the expected loss is carried outlfierfull lifetime of the instrument;

Stage 3: non-performing financial assets.

"The Standard defines expected credit losses asvéighted average of credit losses with the respedtisks of a default occurring as the
weightings.

The entity should consider reasonable and supgertaformation about past events, current condgtiand reasonable and supportable forecasts of
future economic conditions when measuring expectedit losses (forward looking approach).
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Hedge accounting

IFRS 9 contains provisions relating to the genbéealge accounting model designed to better refigkt r

management policies adopted by management in fisaneporting

For example, the standard broadens the range k& fiis which hedge accounting may be applied to-non
financial items. It eliminates the compulsory quiative effectiveness test, it no longer requiresaactive
assessment of the effectiveness of a hedge and ibrnger allows hedge accounting to be voluntarily

revoked once it has been designated.

While more flexibility is introduced, the new stamd requires even more detailed disclosure on risk

management activities by management.

In addition, the current text of the standard doesinclude details of the accounting model prodidier

relationships for the collective hedging of loamtfaios.

In this respect, in April 2014, the IASB publishdte discussion paper “Accounting for Dynamic Risk
Management: a Portfolio Revaluation Approach to iMakledging” which, in line with the dynamic
procedures for the management of interest rate atdpted by banks, sets out a possible accounting
approach (a “portfolio revaluation approach”) desig to better reflect the dynamic management &fhys

management in the financial statements of an entity

Following the observations received during the o@iation stage, in July 2015, the IASB board dedite
assign the “macrohedging” project to the relatigsetarch programme and it postponed publicatiomef t

Exposure Draft until after a further discussiongrapad been prepared.

The IFRS 9 project in UBI Banca Group

The importance of the future changes introducedth®y new standard is quite clear from the above,
especially with regard to the expected loss mogwrilieable to estimates of the value of financial

instruments.

For this reason, and given the consequent complekithe implementation of the standard in questidBl
Banca Group has taken part from the outset in ggroun by the Italian Banking Association (ABHd in
the second half of 2015, it launched its own tramsiproject, moving on from the preliminary asseent

activity .

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 oapl of
the financial statements, on the basis of all eulyeavailable information, nothing arose that wbahtail an

adjustment to the figures presented.
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Section 4 — Other matters

Use of estimates and assumptions in the preparati@f financial statements
The financial statements captions are measured ubm accounting policies set out in Part A.2 “Main
financial statements captions” of the accountindics section. Application of these policies ar t
impossibility to exactly measure some captions m#at management has to make estimates and
assumptions which may have a significant impacttioa carrying amounts recognised in the financial
statements.
The use of reasonable estimates is an essenttabfpire preparation of financial statements andsdoot
affect their reliability. The financial statemertaptions for which the use of estimates and assansgpts
most significant are listed below:

measurement of loans and receivables;

measurement of intangible assets;

guantification of accruals to provisions for risksd charges;

guantification of deferred taxes;

definition of the amortisation and depreciation rgjea for finite-life intangible assets and

property and equipment.
An estimate may change due to variations in theuonstances on which it was based or if new infoionat
comes to light or on the basis of greater expedeAcchange in an estimate is applied prospectiaaly,
therefore, it affects profit or loss of the yeamihich the change is made and, possibly also fuyteaes.
No changes were made in 2015 to the criteria pusiyoemployed for estimates in the financial staets
at 31 December 2014.
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List of the main IFRS endorsed by the European Comission

The standards applicable at the date of preparafidhese financial statements and related intéaposs,

adopted in these financial statements due to thertence of events that they regulate, are listdovin

IAS/IFRS

STANDARD

ENDORSEMENT

IAS 1

Presentation of financial statements

Reg. 1126/08, 1274/08, 69/09, 70/(
495/09, 243/10, 149/11, 475/12,
1374/13, 2113/15

IAS 2

Inventories

Reg. 1126/08, 1255/12

IAS 7

Statement of cash flows

Reg. 1126/08, 1274/08, 70/09,
494/09, 243/10, 1254/12, 1174/13

IAS 8

Accounting policies, changes in accountintestes and errors

Reg. 1126/08, 1274/08, 70/09,
1255/12

IAS 10

Events after the reporting period

Reg. 1126/08, 1274/08, 70/09,
1142/09, 1255/12

IAS 11

Construction contracts

Reg. 1126/08, 1274/08

IAS 12

Income taxes

Reg. 1126/08, 1274/08, 495/09,
475/12, 1254/12, 1255/12, 1174/13

IAS 16

Property, plant and equipment

Reg. 1126/08, 1274/08, 70/09,
495/09, 149/11, 475/12, 1255/12,
301/13, 28/15, 2343/15, 2406/15

IAS 17

Leases

Reg. 1126/08, 243/10, 70/09, 495/(
149/11, 475/12, 1255/12, 301/13,
1174/15, 2343/15, 2406/15

IAS 18

Revenue

Reg. 1126/08, 69/08, 70/09, 1254/
149/11, 475/12, 1255/12, 301/13,
1174/15, 2343/15, 2406/15

IAS 19

Employee benefits

Reg. 1126/08, 1274/08, 70/09,
475/12, 1255/12, 29/15, 2343/15

IAS 20

Accounting for government grants and disasfeof government assistance

Reg. 1126/08, 12740089,
475/12, 1255/12

IAS 21

The effects of changes in foreign excharmdgesr

Reg. 1126/08, 1274/08, 69/09,
494/09, 149/11, 475/12, 1254/12,
1255/12

IAS 23

Borrowing costs

Reg. 1260/08, 1274/08, 69/09, 70/(
495/09, 243/10, 1254/12, 1255/12,
1374/13, 2113/15

IAS 24

Related party disclosures

Reg. 632/08, 1274/08, 69/09, 70/04
495/09, 243/10, 1254/12, 1255/12,
1374/13, 2113/15

IAS 26

Accounting and reporting by retirement béngans

Reg. 1126/08

IAS 27

Separate financial statements

Reg. 1254/08, 1274/08, 70/09,
495/09, 149/11, 475/12, 1255/12,
301/13, 1174/15, 2343/15, 2406/15

IAS 28

Investments in associates and joint vesture

Reg. 1254/08, 1274/08, 70/09,
495/09, 149/11, 475/12, 1255/12,
301/13, 1174/15, 2343/15, 2406/15

IAS 29

Financial reporting in hyperinflationary exmies

Reg. 1126/08, 1274/08, 70/09

IAS 32

Financial instruments: presentation

Reg. 1126/08, 1274/08, 53/09,

70/2009, 495/09, 1293/09, 149/11,
475/12, 1254/12, 1255/12, 1256/12
301/13, 1174/13

IAS 33

Earnings per share

Reg. 1126/08, 1274/08, 495/09,
475/12, 1254/12, 1255/12

IAS 34

Interim financial reporting

Reg. 1126/08, 1274/08, 70/09,
495/09, 149/11, 475/12, 1255/12,
301/13, 1174/15, 2343/15, 2406/15

IAS 36

Impairment of assets

Reg. 1126/08, 1274/08, 69/09, 70/(
495/09, 243/10, 1254/12, 1255/12,
1374/13, 2113/15

IAS 37

Provisions, contingent liabilities and cogiient assets

Reg. 1126/08, 1274/08, 495/09,
28/15

IAS 38

Intangible assets

Reg. 1126/08, 1274/08, 70/09,
495/10, 243/10, 1254/12, 1255/12,
28/15, 2231/15

IAS 39

Financial instruments: recognition and measient

Reg. 1126/08, 1274/08, 53/2009,
70/09, 494/09, 495/09, 824/09,

839/09, 1171/09, 243/10, 149/11,
1254/12, 1255/12, 1174/13, 1375/1
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IAS 40 Investment property Reg. 1126/08, 1274/08, 70/09,
1255/12, 1361/14, 2113/15

IAS 41 Agriculture Reg. 1126/08, 1274/08, 70/09,
1255/12, 2113/15

IFRS 1 First-time adoption of International FinaidReporting Standards Reg. 1126/09, 1164/09, 850/1
574/10, 662/10, 149/11, 475/12,
1254/12, 1255/12, 183/2013, 301/1
313/13, 1174/13, 2343/15, 2441/15

IFRS 2 Share-based payment Reg. 1126/08, 1261/08, 495/09,
243/10, 244/10, 1254/12, 1255/12,
28/15

IFRS 3 Business combinations Reg. 495/09, 149/11, 1254/12,
1255/12, 1174/13, 1361/14, 28/15

IFRS 4 Insurance contracts Reg. 1126/08, 1274/08, 1165/09,
1255/12

IFRS 5 Non-current assets held for sale and disaged operations Reg. 1126/08, 1274/08, 70/09,
494/09, 1142/09, 243/10, 475/12,
1254/12, 1255/12, 2343/15

IFRS 6 Exploration for and evaluation of mineraloerces Reg. 1126/08

IFRS 7 Financial Instruments: disclosures Reg. 1126/08, 1274/08, 53/09,
70/2009, 495/09, 824/09, 1165/09,
574/10, 149/11, 1205/11, 475/12,
1254/12, 1255/12, 1256/12, 1174/1
2343/15, 2406/15

IFRS 8 Operating segments Reg. 1126/08, 1274/08, 243/10,
632/10, 475/12, 28/15

IFRS 10 Consolidated financial statements Reg. 1254/12, 313/13, 1174/13

IFRS 11 Joint arrangements Reg. 1254/12, 313/13, 2173/15

IFRS 12 Disclosure of interests in other entities Reg. 1254/12, 313/13, 1174/13

IFRS 13 Fair value measurement Reg. 1255/12, 1361/14
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A.2 — MAIN FINANCIAL STATEMENTS CAPTIONS

The recognition, classification, measurement aneaegnition criteria for the main financial staterse

captions are described below.

A.2.2 Loans and receivables
Loans and receivables consist of non-derivativarfaial assets with customers and banks with fixed o

determinable payments, which are not listed onctimeamarket.
Recognition

In accordance with the general principle of sulstaover form, a company may derecognise a financial
asset only if, due to transfer, it has transfethedrisks and rewards associated with that asset.

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

a) the financial asset has been transferred arnhl itvsubstantially all the risks and contractughts to cash
flows from the asset expire;

b) the rewards associated with ownership of thetawslonger exist.

A company transfers a financial asset if, and @nly either:

a) transfers the contractual rights to receivectish flows of the financial asset;

b) retains the contractual rights to receive thehddows of the financial asset, but assumes araciual
obligation to pay the cash flows to one or morapieats in an arrangement that meets all the fahgw
conditions:

- the company has no obligation to pay amouatshe eventual recipients unless it collects
equivalent amounts from the original asset;

- the company cannot sell or pledge the finarasakt;

- the company has an obligation to remit any déshs it collects on behalf of the eventual
recipients without material delay. In addition, ttempany is not entitled to reinvest such cash
flows, except for investments in cash or cash eaaits during the short settlement period
from the collection date to the date of requirealitance to the eventual recipients, nor is it
entitled to any interest earned on such investments

When the company transfers a financial asset feguih its derecognition in the assignor’'s finamcia
statements, upon transfer, the company must eeatbatextent to which it retains the risks and relwaf
ownership of the financial asset.

The transfer of risks and rewards is evaluateddmwpgaring the originator's exposure, before andrdfte
transfer, to the variability in the amounts anditignof the net cash flows of the transferred asset.

The originator substantially retains all the riskal rewards of ownership of a financial assesikitposure
to the variability in the present value of the fetunet cash flows from the financial asset doeschange
significantly as a result of the transfer. Convitsé substantially transfers all the risks andvaeds of
ownership of a financial asset if its exposureuchsvariability is no longer significant.

In short, one of three situations may arise, withain specific effects, as follows:
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1) if the company transfers substantially all tleks and rewards of ownership of the financial adbe
company shall derecognise the financial asset eoagnise separately as assets or liabilities ahtgiand
obligations created or retained in the transfer;
2) if the company retains substantially all theksisand rewards of ownership of the financial astet,
company shall continue to recognise the finandakg
3) if the company neither transfers nor retainsstarially all the risks and rewards of ownershipghe
financial asset, the company shall determine whdthieas retained control of the financial assettHis
case:

- if the company has not retained control, it Ebdakecognise the financial asset and recognise

separately as assets or liabilities any rightsabiigjations created or retained in the transfer;
- if the company has retained control, it shalhtomue to recognise the financial asset to the
extent of its continuing involvement in the finaalchsset.

Whether the company has retained control of thesfesred asset depends on the transferee’s atailggll
the asset. If the transferee has the practicaltyabd sell the asset in its entirety to an unredathird party
and is able to exercise that ability unilateralhdawvithout needing to impose additional restricsiam the
transfer, the company has not retained contrallinther cases, the company has retained control.
The accounting treatment for the most frequentBduypes of transfer of a financial asset are Bagmitly
different:
1) in the event of factoring without recourse (with any guarantee), the assignor may derecognese th
transferred assets;
2) in most cases of factoring with recourse, tis& associated with the transferred asset remaitis tive
assignor and, accordingly, the transfer does ndt riree requirements for derecognition of the tramsti
asset.
The company has recognised receivables acquirdtbwiitrecourse only after verifying that there ace n
contractual clauses that would eliminate the eféédhe substantial transfer of all risks and redgaWith
respect to the portfolio of receivables transfenéth recourse, only the amounts paid to the assigis

advances on the fee are recognised and maintairtad financial statements.
More specifically, these types of contracts retatthe following:

a) receivables transferred with recourse and withegal recourse (without derecognition by the grasi)
are recognised, but only to the extent of amounid o the assignor as an advance on the fee,dimgu
interest and accrued charges. They are initiattpgaised on the basis of the advanced fee to thgras for

the transfer of the receivables;

b) receivables acquired definitively without receirwith the substantial transfer of risks and rewand
maturity receivables paid at the due date are résed at the nominal amount of the transferred ioces
(with derecognition by the assignor). They areiaflit recognised at the nominal amount of the remglie
(equal to its fair value);

C) receivables acquired for significantly less thiagir nominal amount are recognised at the amaciofally
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paid upon acquisition, due to the transferred d&bfimancial situation;

d) loans granted for future receivables not undeglyfactoring transactions and instalment loans are

recognised at the amount of the loan, includingradt and accrued fees.
Measurement

Loans and receivables are initially recognised hatirt nominal amount and subsequently measured at

amortised cost, using the effective interest method

Other than performing loans and receivables, wharisist of those classified as non-performing, kahji to

pay and impaired past due, are measured individuadhsidering the objective possibility of impaent.

The criteria applied when calculating the impairiniesses to be recognised on loans and receivalpées
based on the discounting of expected cash flondudimg both principal and interest, considering an
guarantees securing the amounts. In order to edéctihe present value of the cash flows, the ifiestion
of estimated collections, the related due datestla@dliscount rate to be applied are fundamenéashehts

when each of the loans/receivables is classifiatbasperforming.

When projecting the recovery of other than perfognioans and receivables, the company refers to
individual recovery plans, if such are availabled aif they are not, estimated flat amounts basethrnal
historical data, research in the sector and thartlypappraisals, on the basis of objective dataifiodmation
inferable about each position. These estimatepenfermed considering the specific solvency ofdhbtor,

the assignor and the guarantor.

A loan or receivable is considered “other than guenfng” when it is probable that the company widlt n
recover the entire amount, on the basis of thar@igontractual terms, or an equivalent amouris fully

cancelled when it is believed to be unrecoverabléibis entirely derecognised.

Impairment losses recognised on impaired loansrandivables are reversed only when it is reasonably
certain that more of the loan or receivable willreeovered than the post-impairment amount, withe

limit of amortised cost.

Performing loans and receivables relate to assetatiich the company has not noted any objectigeds
and, accordingly, has measured collectively. Intipalar, impairment losses are estimated using
measurement methods based on a calculation algo(EAD x PD x LGP), aligned for compliance with the
relevant legislation.

The methodology used to calculate the fair valuéoahs and receivables is described in Part A.4ir F

value disclosure of these notes. The fair valuallafceivables is calculated for disclosure pugsasnly.
Derecognition

Loans and receivables are derecognised when thieactral rights to their cash flows expire, wheeytlare
sold, with the substantial transfer of all the sisknd rewards of ownership or when they are coreside
definitively unrecoverable. They are reinstated mvhiee reasons for their impairment no longer apphe
amount of the losses is recognised in profit ors,laset of previous impairment losses. Reversals of

previously impaired amounts are recognised in poofioss, as a reduction in net impairment logsse®ans
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and receivables.

A.2.3 Equity investments
Recognition and measurement

This caption consists of investments in associatbg;h the company has acquired and holds as lemmg-t
investments. Investments in associates are meastirealst, adjusted to reflect any necessary impaitm
losses.

When there is evidence of an impairment loss, ¢iseverable amount of the equity investment is et
considering the present value of future cash flthed the equity investment could generate, inclgdia
final sale price.

The impairment process begins when there are itidita that lead the company to assume that the
investment’s carrying amount may not be recoverBigese indications may be either qualitative or
guantitative. Qualitative indications relate to theestee’s profitability and future earning prosise while
guantitative indications relate to an estimate dignificant or prolonged decline in the investnerair
value to below its carrying amount.

If the recoverable amount of an equity investmentiess than its carrying amount, the difference is
recognised in profit or loss. If the reasons fa tmpairment no longer apply following an eventttbecurs

after the recognition of the impairment loss, itagersed in profit or loss, up to the amount sfdmcal cost.
Derecognition

Equity investments are derecognised when the ado#hbrights to cash flows arising from the assaqsire

or when the financial asset is sold, with the safisl transfer of all associated risks and rewards

A.2.4 Property and equipment
Recognition and classification

This caption includes furniture, plant and othechiaes and equipment owned for use by the compamng f
period longer than one year.

Property and equipment are initially recognisedast, including all expenses directly related te tise of

the asset. Ordinary maintenance costs are recapdisetly in profit or loss.
Measurement

Subsequent to initial recognition, items of propemd equipment are measured at cost, net of adatedu
depreciation and any impairment losses. Their degioke amount, which is equal to cost less residahle

(i.e., the amount the company would normally expectceive from disposal, less expected dispasstsy,

is distributed systematically over their usefule)ifwith depreciation charged on a straight-lineisas
Depreciation begins when the asset becomes awaifabluse and ends when the asset is derecognised.

Accordingly, depreciation does not end when antdsselle or withdrawn from use, unless it has athe
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been completely depreciated.

Material leasehold improvements, which mainly meldad the cost of renovating leased property, are

depreciated for no longer than the term of theedléease agreement.
Derecognition

An item of property and equipment is derecognisedmsold or when it is permanently withdrawn frose u

and the company does not expect any future econoemefits from its disposal.

A.2.5 Intangible assets

An intangible asset is an identifiable, non-mongtsset without physical substance used in the aagip
activity.

An asset is identifiable when:

- it is separable, i.e. capable of being separatediivided and sold, transferred, licensed, rened

exchanged;

- it arises from contractual or other legal rightsgardless of whether those rights are transferabl

separable from other rights and obligations.

Assets are characterised by the fact that theybeacontrolled by the company as the result of pashts
and it is assumed that the asset will generatedwaonomic benefits that will flow to the compamgd that

the company may limit third parties from accessingh benefits.

The future economic benefits of an intangible ass&y include income from the sale of goods or sesyi

cost savings or other benefits arising from the gamy’s use of the asset.

An intangible asset is recognised as such if, a6

a) it is probable that the future estimated ecowobenefits attributable to the asset will flow toet
company;

b) the cost of the asset can be reliably determined

Recognition and classification

Intangible assets mainly consist of applicatiortvgafe to be used in the long-term. They are receghat
cost, and any expenses incurred following initiedagnition are capitalised only if they generateiril
economic benefits and only if they can be reliat#yermined and allocated to the asset.

Measurement

Intangible assets with definite useful lives areogmised at cost, net of accumulated amortisatimhamy
impairment losses.

Amortisation is calculated systematically over best estimate of the asset’s useful life, on dgiitdine
basis. Amortisation begins when the asset becomedable for use and ends when the asset is

derecognised.
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Derecognition

Intangible assets are derecogised upon dispos#h@n the asset is permanently withdrawn from use.

A.2.6 Tax assets and liabilities

Tax assets and liabilities are recognised in stat¢rof financial position captions 120 — Tax asseis 70 —

Tax liabilities.

Current tax assets and liabilities

Current taxes and those relative to prior years,nioti yet paid, are recognised as liabilities. Asmgounts

paid in excess of the balance due are recognisasisass.

Current tax assets and liabilities relative to¢heent or prior years are measured at the amogogcted to
be paid to/recovered from the tax authorities, yppgl current tax rates and tax legislation. Tax

assets/liabilities also include the risk of any déspute.

As the company has opted to participate in the dtiméax consolidation scheme with its parent,dheve

applies only to IRAP (regional tax on productiotidties).

Assets and liabilities from/to the parent in relatito IRES (corporate income tax) are recognisedeun

Other assets and Other liabilities.

Deferred tax assets and liabilities

Deferred tax liabilities are recognised on all talgaemporary differences.

Deferred tax liabilities are recognised in statenwdriinancial position caption 70 — Deferred t&dbilities.
Deferred tax assets are recognised on deductibipaeary differences if it is probable that taxaplefit
will be generated against which the deductible tenagy difference may be used.

Deferred tax assets are recognised in statemdimamicial position caption 120 — Deferred tax asset
Deferred tax assets and liabilities are constaminitored and calculated at the tax rates expeiciduk

applicable when the tax asset will be realisechertax liability settled, considering tax legistaticurrently

in effect.

A.2.7 Non-current assets held for sale and discontied operations — Liabilities associated with
discontinued operations

Non-current assets and liabilities held for sald discontinued operations whose carrying amourit beil
recovered principally through a sale transactiaherathan through continuing use are classifiedhim
balance sheet under caption “130 Non-current assdits for sale and disposal groups” and caption “80
Liabilities associated with disposal groups”, respely.
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In order to be classified under the above captiassets or liabilities (or discontinued operatioms)st be
immediately available for sale and an active reagmmme to sell the asset or the availabilityne short-

term must be in place.

Assets and liabilities are measured at the lowetheir carrying amount and fair value less costseilb.
Profits and losses related to discontinued operstaye shown in the income statement caption “206tP
(loss) from discontinued operations net of incomé€.tProfits and losses related to individual aséetid for

sale are recognised in the relevant caption oirtb@me statement.

A.2.7 Financial liabilities
Recognition

Financial liabilities include both bank borrowingad the residual fee not yet paid to originatonsth

definitive acquisition of receivables without receeL

These liabilities are recognised when the fundsedhiare received. They are recognised at theivédire,
which includes any additional income/expense thalrectly attributable to the transaction and eieable

from inception, regardless of when it is paid.
Measurement

After initial recognition, financial liabilities & measured at amortised cost, using the effectiterast
method. Financial liabilities with an original tewhless than one year are recognised at the nbarnaunt
collected, as the use of amortised cost does metrige to significant changes. In these casesjramome
and expense directly attributable to the transactice recognised in profit or loss, under the @btV

captions.

The methodology used to calculate the fair valuénaincial liabilities is described in Part A.4 aiFvalue

disclosure of these notes.
Derecognition

Financial liabilities are derecognised when settiedxpired.

A.2.8 Post-employment benefits

Recognition

Post-employment benefits are considered definedfligoglans and, as such, the relevant obligatiostrbe
calculated using actuarial techniques and discal @t the liability may be settled long after theployees

provided the related service.
The amount recognised as a liability is equal to:

the present value of the defined benefit obligatibthe reporting date;

plus any actuarial gains (less any actuarial Iggse®gnised in a specific equity reserve;
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less the fair value of any plan assets at the tieygodate.
Measurement

Actuarial gains and losses, which are recognised specific valuation reserve under equity, incltioe
effects of adjustments arising from the reformolatiof previous actuarial assumptions due to actual

experience or due to changes in the same assumption

For discounting purposes, the projected unit credithod is used, which considers each individualice
period as separately giving rise to an additiomat of post-employment benefits, together formihg final
obligation. This additional unit is calculated biyiding the total expected service by the numbeyedrs
from hire to the expected payment date. This meghrodides for the projection of future expenditorethe
basis of historical/statistical analyses and thexaigraphic curve and the discounting of such flowtha
market interest rate. The rate used for discoungingposes was determined, with respect to the rgidiel
of high-quality corporate bonds at the reportingedas an average of swap, bid and ask ratespluita

interpolated for interim maturities.

A.2.9 Provisions for risks and charges
Recognition and measurement

The provisions for risks and charges relate toagerr probable costs and charges of a specifier@athe

amount or due date of which are unknown at thertggpdate.
Accruals to the provisions for risks and chargesracognised only when:

- there is a present obligation (legal or constrgjtas a result of a past event;
- itis probable that an outflow of resources willreguired to settle the obligation;

- areliable estimate can be made of the obligation.

The accrual recognised reflects the best estimatiheo outflow required to settle the obligation the
reporting date, as well as the risks and unceiggirthat inevitably characterise a plurality oftéas and
circumstances. The accrual is equal to the presdoe of the amount expected to be needed to dhtle

obligation if the time value of money is material.

Future events that could affect the amount needeskttle the obligation are considered only if ¢hiex

sufficient objective evidence that they will occur.

Contingent liabilities are not recognised but dseldsed, unless they are deemed remote.

A.2.10 Foreign currency transactions
Recognition

Foreign currency transactions are initially receguiin the presentation currency, by applying #tehange

rate ruling at the date of the transaction.
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Measurement
At each reporting date, foreign currency monetaptions are retranslated at the closing rate.

Exchange rate gains and losses arising from thangation of foreign currency monetary items é¢sahat
differ from those applied at initial recognition rthg the year or in previous financial statememnts a

recognised in profit or loss in the year in whibby arise.

A.2.11 Recognition of revenue and expense

Definition

Revenue is the gross inflow of economic benefitsirag from the company’s ordinary operating actbst
when such flows generate increases in equity atfzgr increases due to shareholders’ injections.
Recognition

Revenue is measured at the fair value of the ceraidn received or due and is recognised whearithe

reliably estimated.

Revenue from the provision of services can beblsliastimated when all of the following conditiohave

been met;

- the amount of the revenue can be reliably measured;

it is probable that the economic benefits arisiogrf the transaction will flow to the company;

the transaction’s percentage of completion atéipenting date can be reliably measured;
- costs incurred for the transaction and costs topbetion can be reliably calculated.
Revenue recognised on the provision of servicescggnised on a percentage of completion basis.

Revenue is only recognised when it is probabletti@aeconomic benefits of the transaction will flamthe
company. However, when the recoverability of an am@lready recognised as revenue becomes ungertain
the non-recoverable amount, or the amount the srability of which is no longer probable, is recizgu

as an expense rather than as an adjustment toigfirabrevenue.
Revenue from third party use of the company’s asgeinerating interest or dividends, is recognigleen:
- it is probable that the economic benefits oftth@saction will flow to the company;

- the amount of the revenue can be reliably medsure
Interest is recognised on an accruals basis cairsjdihe actual return on the asset:

interest income includes the amortisation of argcalints, premiums or other differences between
the initial carrying amount of a security and islue at maturity. Expense accrued on financial
instruments is recognised in the captidntérest and similar expensewhile income accruing on
financial liabilities is recognised in the captitinterest and similar inconig

default interest that is considered recoverableegnised in caption 10 “Interest and similar

income”.
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Dividends are recognised when the shareholdersthavweght to receive payment.

Expense is recognised when it is incurred, in ataace with the principle of matching expense andmae
that derive directly or jointly from the same traogons or events. Expense that cannot be asstaisite

revenue is immediately recognised in profit or loss
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A.3 — TRANSFER OF FINANCIAL ASSETS BETWEEN PORTFOLI OS

During the current or previous year, the compamlyrdit reclassify financial assets from those messat

fair value to those measured at amortised cos¢amsifted by Commission Regulation (EC) no. 1004800

A.3.1 Other matters

Although the company owns investments in assogiétésis exercised its right under current legistato
not prepare consolidated financial statementshesetare prepared by the parent, UBI Banca S.¢\pith

registered office ifPiazzaVittorio Veneto 8 - Bergamo.

A.4 — FAIR VALUE DISCLOSURE

Quialitative information
IFRS 13 defines fair value as the price that wdnddeceived to sell an asset or paid to transhabdity in
an orderly transaction between market participantee measurement date.
The company measures the fair value of financiaé@sand liabilities using the quoted price in ativa
market or, if that price is not available, usingasierement models for other financial instruments.
A quoted price in an active market provides thetmelf&able evidence of fair value and shall be usgtout
adjustment to measure fair value whenever avail@gel 1 fair value).
A market is considered active when transactionshferasset or liability take place with sufficiérequency
and volume to provide pricing information on an oimg basis.
A financial instrument is regarded as listed inamtive market if listed prices are readily and tagy
available from an exchange, dealer or informatioovigler and those prices represent actual regularly
occurring market transactions on an arm’s leng#isba
Financial instruments that are not considered stediin an active market are mainly measured using
techniques that aim to adequately reflect what timairket price might be at the measurement date.
The measurement techniques used include:
- reference to market values indirectly associatétthi the instrument to be measured, based on simila
products in terms of risk profile (level 2 fair val);
- measurements based also on non-market inputlatduusing meaningful estimates and assumptions
prepared by an expert (level 3 fair value).
IAS 39 provides for specific categories into whfatancial assets and liabilities measured at falug are
classified. The relevant categories are as follows:

# Financial assets held for trading: Caption 20

# Financial assets at fair value through profit @stoCaption 30
# Available-for-sale financial assets: Caption 40
#

Financial liabilities held for trading: Caption 30
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# Financial liabilities at fair value through profit loss: Caption 40.
None of these categories are included in UBI F&cforancial statements.
However, the following other categories measuredost or amortised cost are included in UBI Fastor’
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 ¢higpes of assets and liabilities, which are negbgnised
at fair value, are disclosed in the notes to tharfcial statements.
Given the characteristics of the financial assetslabilities described above and, in particular:
> caption 50- consisting of variable yield life investment pa¢s with SAI Fondiaria, which are
pledged to guarantee the surety given to the t#xodties to secure a VAT receivable factored to
UBI Factor which it is contractually obliged to Halo maturity (December 2015). Therefore, these
policies no longer exist at the reporting date.

> asset caption 60 and liability caption 1@onsisting of loans and receivables and financial

liabilities with unknown or short-term maturities,
the carrying amount, net of any individual impainhdosses (including those due to discounting) or

collective impairment losses, is a fair approximatof fair value.

Fair value determined on the basis of level 1 isput

Fair value is determined on the basis of observaipets, i.e., quoted prices in active markets tfoe
financial instrument, that the entity can accesthatmeasurement date of the instrument. The existef
guoted prices in an active market is the mostlldiavidence of fair value and therefore theseeayliptices

shall be given priority as the input to be usethimvaluation process.

According to IFRS 13, a market is considered actifen transactions for the asset or liability tpksce

with sufficient frequency and volume to providegmg information on an ongoing basis.

Specifically, shares and bonds quoted on a regllatearket (e.g., MOT/MTS - electronic
corporate/government bond markets) and those notedquon regulated markets for which prices are
available on a continuous basis from the main médron platforms, which represent actual and oyderl

market transactions, are considered to be quotesh@ttive market.

The fair value of listed securities on regulatedkets is normally given by the reference price higd on
the last trading day of the reporting period onréspective markets on which they are quoted. Ecurities
not quoted on regulated markets, the fair valugiven by the price of the last transaction datesm®sred

representative on the basis of internal policies.
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As concerns other financial instruments with a ldvimput such as, for example, derivatives, exgeamnade
funds and listed property funds, the fair valugiieen by the closing price on the respective listeatkets
on the measurement date or, in the case of lislE€l€S) mutual funds, SICAVs and hedge funds, itiveg

by the official NAV (net asset value), if this isrtsidered representative according to internatjadi

Fair value determined on the basis of level 2 isput

Where no prices are available on active markets fdir value is measured by using prices observable

inactive markets or by using measurement modelstwinake use of market inputs.

The valuation is performed by using inputs that @iter directly or indirectly observable, such s,

example:
« prices listed on active markets for identicaleas®r liabilities;

« observable inputs such as interest rates or yiefdes, implicit volatilities, early repaymentkijs

default rates and illiquidity factors.

On the basis of the above, the valuation resultinogh the technique adopted involves marginal use of
unobservable inputs because the most importantsnmed in the valuation are taken from the maaket

the results of the calculation methods used rejgligaotations on active markets.
The following are included in level 2:

* OTC derivatives;

* equity instruments;

* bonds;

* units of private equity funds.

Assets and liabilities measured at cost or at dssattcost, for which the fair value is given in thaes to
the financial statements purely for information guses, are classified in level 2 only if the unotskle

inputs do not have a significant impact on the Itesfithe valuation.

Otherwise, they are classified in level 3.

Fair value determined on the basis of level 3 isput

The valuation is determined by the use of significaputs not taken from the market, which therefor

involve the adoption of estimates and internal aggions.
The following are included in level 3 of the failue hierarchy:

 equity instruments:
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a. with the use of significant unobservable inputs;
b. using methods based on an analysis of the fuedtats of the investee;
c. at cost.

* hedge funds, for which consideration is given oy to the official NAVs, but also to liquidity

and/or counterparty risk;
« options on financial equity investments;
« bonds resulting from the conversion of loans awgtivables.

Finally, fair value is classified in level 3 as esult of the use of market inputs that have begustatl

significantly to reflect valuation aspects inherenthe instrument measured.

Quialitative information
A.4.1 Levels 2 and 3: valuation techniques andtspsed

The carrying amount of loans and receivables wathkis and customers and due to banks and custosners i

used, as it equals their fair value, given alsdr ttantractual term.

A.4.2 Valuation processes and sensitivity

The company has applied the following methods asgli@mptions to estimate the fair value of financial

instruments measured at amortised cost as shotke inotes to the statement of financial position:

the fair value of cash and cash equivalents is ti@mninal amount;
- the carrying amount of assets and liabilities withe specific term approximates their fair value;
- the fair value of impaired financial assets isitlestimated realisable value;

- the fair value of non-current, fixed rate financedsets and liabilities has been estimated for

disclosure purposes only.

The fair value of financial instruments is calcathusing the above criteria, assuming the use sdrobble

or unobservable inputs.

Observable inputs are inputs that are developatyusiarket data, such as publicly available inforomat
about actual events or transactions, and thatctdfie assumptions that market participants wosklwhen
pricing the asset or liability. Unobservable inpate inputs for which market data are not availaipie that
are developed using the best information availableut the assumptions that market participants avosié

when pricing the asset or liability.
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A.4.3 Fair value hierarchy

In order to identify the correct hierarchical lewélloans and receivables with banks and custoredsdue

to banks and customers, the company valued théisace of unobservable inputs and classified tlzam
level 3.
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Quantitative information

A.4.5.4 Assets and liabilities not measured at¥alue or measured at fair value on a non-recurribasis: breakdown by fair value levels

31.12.2015 31.12.2014

CA L1 L2 L3 CA L1 L2 L3
1. Held-to-maturity investments - - - - 9,589,489 - 9,589,48 -
2. Loans and receivables 2,269,193,808 - 2,269,193,808 2,054,370,904 - - ,052370,904
3. Investment property - - - - - - - -
4. Non-current assets held for sale and disposalpgr - - - - - - - -
Total 2,269,193,808 - 2,269,193,808 2,063,960,393 - 8®M9 | 2,054,370,904
1. Financial liabilities 2,128,026,714 - 2,128,026,714 1,907,189,706 - - ,907,189,706
2. Securities issued - - - - - - - -
3. Liabilities associated with disposal groups - - - - - - - -
Total 2,128,026,714 - 2,128,026,714 1,907,189,706 - - ,907,189,706

Key

CA = carrying amount
L1=level 1
L2=level 2
L3=level 3
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PART B - NOTES TO THE STATEMENT OF FINANCIAL POSITI

ASSETS

Section 1 - Cash and cash equivalents - Caption 10

This caption consists of banknotes and coins vagal tender, bank cheques, banker's drafts andhueve

ON

stamps.
31.12.2015 31.12.2014
a) Cash 4,945 6,847
Total 4,945 6,847

Section 5 - Held-to-maturity investments - CaptiorbO

This caption included variable yield life investrh@olicies with SAl Fondiaria which matured in Dedser

2014 and have, therefore, been cashed in.

5.1 Held-to-maturity investments: analysis by delstsuer

Carrying

Fair value at 31.12.2015

amount at
31.12.2015

L1

L2

L3

Carrying

Fair value at 31.12.2014

amount at
31.12.2014

L1

L2

L3

1. Debt instruments

1.1 Structured instruments

a) Government and central bar
b) Other government agencies
c) Banks

d) Financial institutions

e) Other issuers

1.2 Other instruments

a) Government and central bar
b) Other government agencies
c) Banks

d) Financial institutions

e) Other issuers

2. Loans

a) Banks

b) Financial institutions

c¢) Customers

ks

ks

9,589,489

9,589,489

9,589,489

9,589,489

9,589,489

9,589,489 -

Total

9,589,489

9,589,489 -

L1 =level 1; L2 = level 2; L3 = level 3.
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Section 6 - Loans and receivables - Caption 60

6.1 Loans and receivables with banks

31.12.2015 31.12.2014
Carrying Fair value Carrying Fair value
amount L1 L2 L3 amount L1 L2 L3
1. Deposits and current accounts 26,928|397 26,928,397 33,721,484 33,721,484
2. Financing 4,678,896 4,678,896| 4,488,177 4,488,177
2.1 Reverse repurchase agreements
2.2 Finance leases
2.3 Factoring 4,678,896 4,678,896| 4,488,177 4,488,177
- with recourse - - -
- without recourse 4,678,896 4,678,896 4,488,177 4,488,177
2.4 Other financing - - -
3. Debt instruments - -
- structured instruments
- other debt instruments
4. Other assets 32,519 32,519 58,354 58,354
Total | 31,639,813 31,639,813 38,268,015 38,268,015

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

These consist of positive balances due to tempdiguidity in current accounts and deposits witmksa
The caption shows a €6.6 million decrease on 3kDéer 2014 (-17.3%).

Financing consists of amounts due from banks it to factoring activities, including past duaaunts
of €0.6 million being settled.

The fair value matches the carrying amount sinesdlare current amounts.

69



6.2 Loans and receivables with financial institago

31.12.2015 31.12.2014
Carrying amount Fair value Carrying amount Fair value
Performing Impaired L1 | L2 L3 Performing Impaired L1 | L2 L3

Acquired Other Acquired Other
1. Financing 244,228,848 6,908,589 251,137,437 7,294,221 5,468,959 12,763,180
1.1 Reverse repurchase agreements
1.2 Finance leases

1.3 Factoring 222,201,940 2,125,557 224,327,497 7,294,221 2,130,279 9,424,500
- with recourse 222,174,2P1 2,125,557 224,299,848 7,280,533 2,130,279 9,410,812
- without recourse 27,649 - 27,649 13,687 13,687

1.4 Other financing 22,026,9Q7 4,783,032 26,809,939 3,338,680 3,338,680

2. Debt instruments - -
- structured instruments
- other debt instruments
3. Other assets 2,880 - 2,880

Total | 244,231,728 6,908,589 251,140,317 7,294,221 5,468,959 12,763,180

L1 =level 1; L2 = level 2; L3 = level 3.
Impaired assets of €6.9 million mainly comprise 4penforming exposures (€4.8 million). The captisshown net of the accumulated impairment loss€4 &

million, which include individual impairment lossen impaired assets of €0.5 million and collectimpairment losses on unimpaired assets of €0.&omill

The fair value matches the carrying amount sinesdtare current amounts.
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6.3 Loans and receivables with customers

31.12.2015 31.12.2014
Carrying amount Fair value Carrying amount Fair val ue
. Impaired . Impaired
Performing Acquired Other L1 |L2 L3 Performing Acquired Other L1|L2 L3
1. Financing 1,682,070,268 - 304,060,443 1,986,130,7111,724,862,39" 278,326,876 2,003,189,271
1.1 Finance leases
including: without final purchase option
1.2 Factoring 1,611,420,28¢ - 298,643,704 1,910,063,9901,608,194,991 277,983,807 1,886,178,79¢4
- with recourse 870,916,041 261,969,567 1,132,885,6081,046,376,81¢ 233,142,131 1,279,518,952
- without recourse 740,504,245 36,674,137 777,178,382| 561,818,175 44,841,671 606,659,846
1.3 Consumer credit
1.4 Credit cards
1.5 Pawn loans
1.6 Loans granted in relation to payment
services provided
1.7 Other financing 70,649,982 5,416,740 76,066,721 | 116,667,408 343,070 117,010,473
including: from enforcement of guarantaas commitments
2. Debt instruments
2.1 Structured instruments
2.2 Other debt instruments
3. Other assets 278,912 - 4,054 282,966 150,438 - 150,438
Total | 1,682,349,179 - 304,064,498 - | - |1,986,413,6771,725,012,832 278,326,876 - | - |2,003,339,70

D

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

Loans and receivables with customers mainly arim@ factoring activities, the disbursement of ficisug and special-purpose loans.

The caption decreased by €16.9 million (-0.8%) dib&@cember 2014 and comprises:

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

2) receivables factored without legal recourse, wéhich do not meet the requirements for recognjtiand, accordingly, only the amount advanced is

recognised;

3) receivables factored without recourse, whichehiaeen definitively acquired;

4) paid at maturity receivables with debtor paynagferrals;

5) receivables acquired for an amount significalayer than their nominal amount (price paid);

6) advances against future receivable portfoliagh@ut the transfer of the underlying receivable);

7) specific-purpose loans;

71



8) employee personal loans.

The impaired assets of €304.1 million include:
- non-performing exposures with customers of €214lfom
- unlikely to pay exposures with customers of €57iflan;

- impaired past due exposures with customers of €8&libn.

The caption is shown net of the accumulated impatniosses of €56.8 million, which include indivadumpairment losses on impaired assets of €51liBmi

and collective impairment losses on unimpairedtas#e€5.5 million.
The fair value matches the carrying amount sinesdlare current amounts.

Total loans and receivables relating to the Pddisinch amount to €109.6 thousand.

6.4 Loans and receivables: guaranteed assets

31.12.2015 31.12.2014
Loa'.‘S and Loans and receivables Loans and receivables with L°af.‘s and Lc_)ans and . Loans and receivables with
receivables T R receivables receivables with
. with financial institutions customers . . SO customers
with banks with banks financial institutions
CA FV CA FV CA FVvV CA FV CA FVvV CA FV
1. Performing assets guaranteed by:
- Assets under finance lease
- Assigned loans and receivables 222,174,291 222,174,291 870,916,041 870,916,041 7,280,533 7,280,538 1,046,376,816 1,046,376,816
- Mortgages
- Pledges
- Personal guarantees
- Credit derivatives
2. Impaired assets guaranteed by:
- Assets under finance lease
- Assigned loans and receivables 2,125,557 2,125,557 261,969,567 261,969,567 2,130,279 2,130,279 233,142,135 233,142,135
- Mortgages
- Pledges
- Personal guarantees
- Credit derivatives
Total - 224,299,848 224,299,848 1,132,885,608 1,132,885,6 - 9,410,812 9,410,812 1,279,518,952 1,279,518/952

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

The guarantees of assigned loans and receivalid¢sséo the outstanding of with recourse factaoring
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Section 9 - Equity investments - Caption 90

This caption includes the company'’s interest ingheup companies UBI Sistemi e Servizi S.c.p.A. bl

Academy S.c.r.l., the latter having been acquine2012.

9.1 Equity investments: information on investments

Available

Carrying

Reg. office Head office Investment % Fair value
votes % amount
A. Subsidiaries
B. Jointly controlled
C. Associates
Brescia, Bergamo
1. UBI SISTEMI E SERVIZI Brescia Cosenza, Milan, 0.74% 0.74% 391,336 391,33
SCPA Cuneo, Varese,
Ancona, Bari
2. UBI ACADEMY Bergamo Bergamo 1.50% 1.50% 1,50( 00,5

Although the company’s investments in UBI Sisteriezvizi S.c.p.A. and UBI Academy are less than 20%

they are not classified as available-for-sale foi@nassets, but rather under equity investmentause of

the UBI Banca Group’s investment therein, notwdhsiing the fact that exclusive control can only be

attributed to the parent, UBI Banca S.c.p.a.. Aditwly, UBI Factor S.p.A. classifies them as assied.

There is no qualitative and/or quantitative evideatimpairment losses.

9.2 Equity investments: changes in the year

Group equity
investments

Non-group equity
investments

Total

A. Opening balance

392,836

392,836

B. Increases
B.1 Purchases
B.2 Reversals of impairment losses
B.3 Revaluations
B.4 Other increases

C. Decreases
C.1 Sales
C.2 Impairment losses
C.3 Other decreases

D. Closing balance

392,836

392,836
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Section 10 - Property and equipment - Caption 100

10.1 Property and equipment used in operationsetzssieasured at cost

31.12.2015 31.12.2014

1. Owned assets 132,192 161,945

a) land

b) buildings

c) furniture 67,799 68,399

d) electronic equipment 4,831 13,382

e) other 59,562 80,164
2. Assets under finance lease - -

a) land

b) buildings

c) furniture

d) electronic equipment

e) other

Total 132,192 161,945

This caption consists of owned property and equignused in operations. It is depreciated in acauwda
with IAS 16 on the basis of each asset’'s usefd. lifOther” under Owned assets used in operations
substantially relates to furnishings and improvetsi¢n the Milan office, the Polish branch’s new i@ieg

office and the office of the operating unit in Pemdne.

10.5 Property and equipment used in operationsngla in the year

Furniture Eleqtromc Other Total
equipment
A. Opening balance -
D.1 Total net impairment losses -
A.2 Opening net balance 68,399 13,382 80,164 161,945
B. Increases 16,763 - 4,010 20,773
B.1 Purchases 16,763 - 4,010 20,773
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 (17,363) (8,551) (24,612) (50,525)
C.1 Sales - - - -
C.2 Depreciation (17,363) (8,551) (24,612) (50,525)
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
D. Closing net balance 67,799 4,831 59,562 132,192
D.1 Total net impairment losses
D.2 Closing gross balance 67,799 4,831 59,562 132,192
E. Measurement at cost 67,799 4,831 59,562 132,192
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Section 11 - Intangible assets - Caption 110

11.1 Analysis of caption 110 “Intangible assets”

31.12.2015 31.12.2014
Assets Assets Assets Assets
measured at | measured at| measured at | measured at
cost fair value cost fair value
1. Goodwill - - - -
2. Other intangible assets:
2.1 owned 11,041 - 23,072 -
- internally generated - - - -
- other 11,041 - 23,072 -
2.2 under finance lease - - - -
Total 2 11,041 - 23,072 -
3. Assets under finance lease:
3.1 assets with unexercised purchase optio - - - -
3.2 assets withdrawn following termination - - - -
3.3 other assets - - - -
Total 3 - - - -
4. Assets under operating lease - - - -
Total (1+2+3+4) 11,041 - 23,072 -
Total (assets at cost + assets at fair valug) 11,041 23,072

This caption includes software licences. It is aised in accordance with IAS 38 on the basis otheac

asset’s useful life. The useful life of softwareelices is five years.

11.2 Intangible assets: changes in the year

Total

A. Opening balance

23,072

B. Increases
B.1 Purchases
B.2 Reversals of impairment losses
B.3 Fair value gains recognised in:
- equity
- profit or loss
B.4 Other increases

10

10

C. Decreases

C.1 Sales

C.2 Amortisation

C.3 Impairment losses recognised in
- equity
- profit or loss

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

C.5 Other decreases

(12,041)

(12,041)

D. Closing balance

11,041
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Section 12 - Tax assets and liabilities

12.1 Analysis of caption 120 “Tax assets: curremd @eferred”

31.12.2015 31.12.2014
A) Current tax assets 1,691,603 3,108,343
B) Deferred tax assets 11,398,778 11,311,265
Deferred tax assets through profit or loss 11,398,778 11,037,350
- Impairment losses on loans and receivables 70683 10,219,986
- Accruals to provisions for risks and charges 337,471 592,268
- Intangible assets - 36,850
- Personnel expense 79,339 99,274
- Other sundry 144,327 88,971
Deferred tax assets through equity - 273,916
- Personnel expense - 273,916
Total deferred tax assets 11,398,778 11,311,265
- Temporary differences not included in the cadtioh
of deferred tax assets - -
Total recognisable deferred tax assets 11,398,778 11,311,265
12.2 Analysis of caption 70 “Tax liabilities: cumeand deferred”
31.12.2015 31.12.2014
A) Current tax liabilities 565,404 2,417,121

b) Deferred tax liabilities

Deferred tax liabilities through profit or loss
- Accruals to the allowance for impairment
- Other

Deferred tax liabilities through equity
- Other sundry

Total deferred tax liabilities

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

Total recognisable deferred tax liabilities
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12.3 Changes in deferred tax assets (recognisedoifit or l0ss)

31.12.2015 31.12.2014
1. Opening balance 11,037,350 10,622,180
2. Increases 806,528 1,899,261
2.1 Deferred tax assets recognised in the year 748,922 1,899,261
a) relative to prior years - 37,820
b) due to change in accounting policies - -
c) reversals of impairment losses - -
d) other 748,922 1,861,441
2.2 New taxes or increases in tax rates - -
2.3 Other increases 57,606 -
3. Decreases (445,100) (1,484,091)
2.1 Deferred tax assets cancelled in the year 445,100) (1,484,091)
a) reversals (445,100) (1,484,091)
b) impairment due to non-recoverability - -
¢) due to changes in accounting policies - -
d) other - -
3.2 Reduction in tax rates - -
3.3 Other decreases - -
a) conversion into tax assets pursuantiw ho. 214/2011
b) other
4. Closing balance 11,398,778 11,037,350

Deferred tax assets are recognised when it is ptelthe company will have sufficient future taxaptefits,

considering also the domestic tax consolidationeswh adopted pursuant to article 117 and following

articles of Presidential decree no. 917/86.

The tax rates used to calculate the deferred taetssare 27.50% and 5.57% for IRES and IRAP,

respectively.

The opening balances show the deferred tax asse¢saged up until 2014 and recognised in profibss.

The deferred tax assets of €807 thousand recogaitsdii December 2015 mainly relate to adjustmemts t

accruals for post-employment benefits made in presviyears (€58 thousand), non-deductible accréals (

thousand) and non-deductible impairment losse®ans! and receivables recognised during the ye&3(€6

thousand).

Cancelled deferred tax assets of €445 thousandyrexdirely refer to the use of provisions taxegievious

years.

12.3.1 Changes in deferred tax assets as per La®1i2011 (recognised in profit or loss)

2015 2014
1. Opening balance 10,219,986 10,017,760
2. Increases 617,655 1,408,605
3. Decreases - (1,206,380)
3.1 Reversals - (1,206,380)
3.2 Conversion into tax assets - -
a) deriving from loss for the year - -
b) deriving from tax losses - -
3.3 Other decreases - -
4. Closing balance 10,837,641 10,219,986
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12.4 Changes in deferred tax liabilities (recogdige profit or loss)

2015 2014
1. Opening balance - 6,347
2. Increases - -
2.1 Deferred tax liabilities recognised in ttear - -
a) relative to prior years - -
b) due to change in accounting policies - -
c) other - -
2.2 New taxes or increases in tax rates - -
2.3 Other increases - -
3. Decreases - (6,347)
3.1 Deferred tax liabilities cancelled in theay - -
a) reversals - -
b) due to change in accounting policies - -
c) other - -
3.2 Reduction in tax rates - -
3.3 Other decreases - (6,347)
4. Closing balance - -
12.5 Changes in deferred tax assets (recognisedtiity)
2015 2014
1. Opening balance 273,916 216,435
2. Increases - 57,480
2.1 Deferred tax assets recognised in the year - 57,480
a) relative to prior years - -
b) due to change in accounting policies - -
c) other - 57,480
2.2 New taxes or increases in tax rates - -
2.3 Other increases - -
3. Decreases (273,916) -
3.1 Deferred tax assets cancelled in the year (273,916) -
a) reversals - -
b) impairment due to non-recoverability - -
¢) due to change in accounting policies - -
d) other (273,916) -
3.2 Reduction in tax rates - -
3.3 Other decreases - -
4. Closing balance - 273,916

Deferred tax assets at 31 December 2014, entetdyed to the actuarial reserve, were cancellédlliafter

recalculation of taxes on post-employment benefits.

12.6 Changes in deferred tax liabilities (recogdige equity)

There were no changes in the year.
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Section 13 - Non-current assets held for sale, disgal groups and associated liabilities

13.1 Non-current assets held for sale and dispgealips

31.12.2015 31.12.2014
A) Individual assets - -
Total A - -
B) Groups of assets (discontinued operations)
B.1 Financial assets held for trading - -
B2 Financial assets at fair value throughipafloss - -
B.3 Available-for-sale financial assets - -
B.4 Held-to-maturity investments - -
B.5 Loans and receivables with banks - -
B.6 Loans and receivables with customers - -
B.7 Equity investments - -
B.8 Property and equipment - -
B.9 Intangible assets - 522,849
B.10 Other assets - -
Total B - 522,849
measured at co -
measured dtevel 1 fair valug -
measured at Level 2 fair val -
measured at Level 3 fair val -
Total A+B - 522,849

C) Liabilities associated with individual assets Hd for disposal

Total C

D) Liabilities associated with disposal groups

Total D

Total C+D
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Section 14 - Other assets - Caption 140

14.1 Analysis of caption 140 “Other assets”

31.12.2015 31.12.2014
Tax consolidation assets with the parent 3,366,608 5,492,954
Receivables from social security institutions - 117,355
Portfolio of bills under reserve 3,736,705 2,139,664
Other items 1,178,739 809,939
Prepayments and accrued income (not allocated) 084,0 83,609
Total 8,336,056 8,643,521

Tax consolidation assets from the parent consish®fIRES advances paid in 2015 and other recessabl
that arose as part of the domestic tax consolida@heme, including tax assets relating to foreeyenue
(the Polish branch) and the effects of Law decreel® of 2 March 2012 related to the claim for IRES
reimbursement, recalculated due to IRAP being déalemn personnel expense, including for yearsrgo
2012 (2007-2011).

The bills under reserve portfolio balances relatarhounts credited to the company in the first éays of
January 2016.

Other items mainly relate to receivables from taeept for seconded employees, receivables frorPdfish

branch for the recharging of fees and commissiodstax assets for advances paid on the virtualpstiuty.
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LIABILITIES

Section 1 - Financial liabilities - Caption 10

1.1 Financial liabilities

31.12.2015 31.12.2014
financial financial
banks L customers banks L customers
institutions institutions

1. Financing 2,077,762,239 - - 1,844,398,288 - -

1.1 Repurchase agreements - - - - - -

1.2 Other financing 2,077,762,239 - - 1,844,388 - -
2. Other financial liabilities 43,734,048 - 6,53P84 58,358,342 4,433,07
Total | 2,121,496,286 - 6,530,428 1,902,756,630 - 4,433,076
Fair value - level 3 2,121,496,286 - 6,530,428 1,902,756,630 - 4,433,076

The caption mainly consists of financing from tteggmt to provide the company with the funds necgdsa

pay advances to assignors.

Other financial liabilities with banks include cemt account overdrafts while other due to customers

comprises the fees not yet paid to assignors tmivables factored without recourse.

Total financial liabilities relating to the Poliglnanch amount to €29.7 million.

Section 7 - Tax liabilities - Caption 70

Reference should be made to Section 12 of AsSedx assets and liabilities for an analysis of taiption.

Section 9 - Other liabilities - Caption 90

9.1 Analysis of caption 90 “Other liabilities”

31.12.2015 31.12.2014

Tax consolidation liabilities from the parent 91668 3,407,359
Trade payables 1,793,959 1,076,313
Invoices to be received 5,071,941 5,697,227
Due to employees 337,922 86,124
Social security charges payable 369,183 698,201
Collections pending allocation 5,443,903 18,383,658
Guarantees issued to UBI Leasing 294,124 294,124
Other financial liabilities 4,563,704 711,151
Accrued expenses (unallocated) - 9,476

Total 18,794,601 30,363,633

Tax consolidation liabilities to the parent relatethe IRES tax liability for 2015, under the domiesax

consolidation scheme.

Invoices to be received mainly relate to amounts tdugroup banks for commissions on guaranteesveste

from the parent and services.

Collections pending allocation relate to paymeetsived in relation to factored receivables, whiaththe

reporting date, the company has not been ableldoadé to the relevant assignor position. Thiscaltion

was completed in January 2016.
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Section 10 - Post-employment benefits - Caption 100

10.1 Post-employment benefits: changes in the year

2015 2014
A. Opening balance 2,562,519 2,385,967
B. Increases 3,378 218,484
B.1 Accrual 3,378 9,465
B.2 Other increases - 209,019
C. Decreases (265,188) (41,933)
C.1 Pay-outs (147,796) (41,933)
C.2 Other decreases (117,393)
D. Closing balance 2,300,709 2,562,519

10.2 Other information
Post-employment benefits vested before the penglan reform introduced by Legislative decree no.
252/2005 are classified as defined benefit planshgn they leave the company, the employees reegive
amount calculated considering their seniority, reemation and the inflation rate when they leave the
company.
The actuarial valuation of this caption performgddn actuary is based on the following financiatl an
demographic assumptions:

- mortality rate;

- turnover (resignations or dismissals);

- requests for advances;

- real purchasing power of money trends;

- investment rates of available amounts.
The estimates are based on quantitative and aiaditaeand regulatory/judicial events, facts and
circumstances that cannot be foreseen and/or caenderived from publically available information.
The liability accrued after the reform became dffe; as described in section A.2 of these notss, i

classified as a defined contribution plan and tllefing assumptions were used to value it:

The 2013 SIM (ltalian male statistics) and SIFlida female

Mortality rate o
statistics) tables were used.

Obtained by appropriately averaging the Group’sohisal
data, updated to include the 2015 data.

Turnover rate

The probability of advance payments, calculatedrmnbasis
Advances on posti{ of the company’s instructions, is 2.00% while theerage
employment benefits amount requested, calculated using the regulaiiinsduced
by the 2007 Finance Act, is estimated to be 100%.

] Based on long-term inflation forecasts, an annatd of 1.59
Inflation rate
was used.

83



Discount rate

The EUR composite AA rate curve at 31 December 2048
used for the actuarial valuation at the reportiated
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Section 11 - Provisions for risks and charges - Cépn 110

11.1 Analysis of caption 110 “Provisions for risksd charges”

31.12.2015 31.12.2014

1. Company pension funds - -

2. Other provisions for risks and charges 1,525,670 2,519,744
2.1 litigation 1,215,445 1,355,985
2.2 personnel expense 288,505 954,986
2.3.2 other 11,720 60,285
2.4 tax litigation 10,000 148,488

Total 1,525,670 2,519,744

Provisions for litigation relate to legal costsawtback claims and lawsuits by third parties anabpble

disputes with customers.

Provisions for personnel expense include accrualdenn 2015 for the bonus and incentive systemaietls

as to termination benefits.

11.2 Changes in the year in caption 110 “Provisiémsrisks and charges”

2015 2014
Pension Other Pension Other
funds provisions funds provisions

A. Opening balance - 2,519,744 - 1,472,482

B. Increases (+) - 318,459 - 1,643,351
B.1 Accrual - 317,800 - 1,632,356
B.2 Changes due to passage of time - 659 - ,9950
B.3 Changes due to adjustments to the ditaaitm - - - -

B.4 Other increases - - -

C. Decreases (-) - (1,312,533) - (596,089)
C.1 Utilisations - (859,131) - (596,089)
C.2 Changes due to adjustments to the disaatm - -

C.3 Other decreases - (453,402) -
D. Closing balance - 1,525,670 - 2,519,744

11.3 Additional information: “contingent liabiliti&"

The company has a contingent liability of €60 raiilirelated to the risk on receivables recoverdadviahg
the payment order declared enforceable on the siomal basis in 2001 and subsequently appealetidy t
Rome H local health care unit. The Velletri Cowhfirmed the order in 2005.
With a 2011 order, the Rome Court of Appeals issagurtial sentence reversing the first degreesastci
and calling for the continuance, in another appefalhe redefinition of the receivable by a coyspainted
expert in the wake of the application of the regiotariffs rather than the ministerial tariffs - wh are
higher - which the assignor applied when the inesifactored to UBI Factor were issued.
UBI Factor and the assignor (originally Hospitalpe S.r.l., which then merged into San Raffaele/S,p
which is part of the Tosinvest/Angelucci Group)kdbe following action against the partial sentence

a) appealing with the Court of Appeals for the redéfin of the receivable by the court-appointed

expert in order to recognise both the original antaf receivables collected (€60 million) and the

additional receivable accrued (€10 million); in gartial sentence of 28 January 2015, the Rome
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Court of Appeals, while allowing Rome H local h&akre unit's claim for payment against San
Raffaele S.p.A. and UBI Factor, established thian to calculate the greater compensation to be
due to San Raffaele S.p.A. (hence to the factor, EHgtor), being the difference between the net
average annual rate of return of government bofdebmore than twelve months and the legal
interest rate, starting from the date the injunctoder was notified to the date the receivable was
factored. Accordingly, the Court of Appeals re-imd#d the case in the general register to enable the
court-appointed expert to perform their duties.

The issues raised have already been de facto aasorithe Court of Cassation’s ruling as described
in point b). However, UBI Factor took specific Iégation before the Court of Cassation against the
above ruling of 28 January 2015, referring to tloen€of Cassation’s already pending case;

b) continuance of the case in the Court of Cassaitiemtifying 13 reasons for contestation;

c) appeal to the Court of Appeals for revision of #meoneous first degree sentence. With its sentence
of 10 January 2014, the Rome Court of Appeals redethe decision to the Court of Cassation. The
appeal with the Court of Cassation against the aation judgement was filed. However, UBI
Factor's claims have already been submitted andrhed in the Court of Cassation’s ruling as
described in point sub b).

The Court of Cassation allowed UBI Factor’'s appagdinst the Court of Appeal’s ruling, which had
rejected its application for revision, in its rdiof 25 November 2015. The proceedings will berregd to
the Court of Appeals, which shall comply with thdimg in the company’s favour (application of the
national tariff rather than the regional one) hahdewn by the Court of Cassation.

With respect to the Court of Cassation’s rulingpoint b), which de facto absorbs those describedeb
with the support of its lawyer, the company beletteat the risk of losing the case is less thasiples

The court-appointed expert calculated the greateuat collected by UBI Factor to be €46.8 million i

the appeal hearing.
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Section 12 - Equity - Captions 120, 150, 160 and@7

12.1 Analysis of caption 120 “Share capital”

31.12.2015 31.12.2014

1. Share capital
1.1 Ordinary shares 36,115,820 36,115,820
1.2 Other shares - -

Total 36,115,820 36,115,820

The fully subscribed and paid-up share capitaludes 69,453,500 shares with a nominal amount &?2€0.
each.

12.4 Analysis of caption 150 “Share premium”

This caption of €2.1 million was set up in 1993duling the share capital increase.

Analysis of caption 160 “Reserves”

Retained

Legal reserve . Other TOTAL
earnings
A. Opening balance 7,223,165 1,853 90,007,72% 92,732
B. Increases - - 2,472,783 2,472,783
B.1 Allocation of profit 2,452,308 2,452,308

B.2 Changes due to passage of time -
B.3 Changes due to adjustments to the didaais -
B.2 Other increases 20,475 20,475

C. Decreases - - -
C.1 Utilisations -
- to cover losses
- dividends
- transfer to share capital
C.2 Other decreases

[0°)

D. Closing balance 7,223,165 1,853 92,480,50 09,326

The increase is due to the allocation of the pfofi2014, as resolved by the shareholders on £iM2015.

An analysis of the other reserves is provided below

Extraordinary reserve 84,245,010
Negative goodwill 6,574,056
General financial risks 2,483,966
FTA reserves (843,000)
G/O stock reserve 20,475
Total 92,480,508

The FTA reserves substantially consist of the é&dferf discounting impaired assets (IAS 39) and the

actuarial valuation of post-employment benefitsSI29).
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12.6 Analysis of caption 170 “Valuation reservesidachanges in the year

Available- . Actuarial
for-sale Property Intangible | Cash flow Spec"’?" gains (+)losses
) - and revaluation (-) on post- Total
financial . assets hedges
equipment laws employment
assets .
benefits
A. Opening balance (510,404) (510,404)
B. Increases - - - - 85,110 85,110
B.1 Fair value gains 85,110 85,110
B.2 Other increases -
C. Decreases - - - - - -
C.1 Fair value losses -
C.2 Other decreases -
D. Closing balance - - - - (425,294) (425,294)

Origin and possible use of the equity captionsi¢it2424 of the Italian Civil Code)

_— . Summary of uses in
Amount Possibility Ava"?‘b'e the previous three
of use portion
years
To cover | For other
losses reasons
Share capital 36,115,820
Share premium 2,065,828
Income-related reserves:
- legal reserve 7,223,165 B
- extraordinary reserve 84,245,010 AB,C 83,010
Other reserves 8,235,498 AB,C 8,235,498
Valuation reserve 425,294
Retained earnings 2,486 AB,C 2,486
Total | 138,313,101 92,482,994

Key:

A: to increase share capi
B: to cover losse

C: dividends
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PART C - NOTES TO THE INCOME STATEMENT

Section 1 - Interest - Captions 10 and 20

1.1 Analysis of caption 10 “Interest and similacome”

Debt Other Total
instrument | Financing | transaction 2015 2014
S S

1 Financial assets held for trading - -
> Financial assets at fair value through profit @slo -
3 Available-for-sale financial assets -
4 Held-to-maturity investments 281,575 281,575 292,991
5 Loans and receivables -

5.1 Loans and receivables with banks 479,431 479,431 147,094

5.2 Loans and receivables with financial i

institutions

5.3 Loans and receivables with customers 28’7424’34 28’7424’34 38’2706’48
6 Other assets -
7 Hedging derivatives -

Total| 281,575 29,26?3,77 i 29,4185,35 38,6:;16,57

This caption decreased by €9.2 million (-23.7%)2014 due to the contraction in market rates appted

advances to customers, with a weighted averag®fdi®4% in 2015 and 1.91% in 2014.

Interest on advances to with customers relatesattofing activities and is collected on advances to

originators and with debtors as a result of payndefiérrals, in addition to contract loans. Furthemen this

caption includes interest income on loans for gegurposes.

Interest on held-to-maturity investments relateth®portion of the yield on the insurance polidiest have

matured and were cashed in in December 2015.

1.3 Analysis of caption 20 “Interest and similapexse”

Financing

Securities|

Other

2015

2014

ONoORWNE

Due to banks

Due to financial institutions

Due to customers

Securities issued

Financial liabilities held for trading

Financial liabilities at fair value through profit loss

Other liabilities
Hedging derivatives

(3,307,481)

(3,307,481

(6,943,565

Total

(3,307,481) -

(3,307,481)6,943,565
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The caption decreased by €3.6 million (-52.4%) 6t4due to the reduction in interest rate paidhen t
financing from the parent, with an average weighggd on funding of 0.19% in 2015 and 0.41% in 2014

The amounts shown do not include expenses for dirtaded liabilities.
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Section 2 - Fees and commissions - Captions 30 a4l

2.1 Analysis of caption 30 “Fee and commission mebd

2015

2014

. finance leases
. factoring
. consumer credit
. merchant banking
. guarantees given
. services:
- third party mandated fund management
- forex brokerage
- product distribution
- other
. collection and payment services
. securitisation servicing
. other fees and commissions

O WNE

© 00~

14,218,114

16,918,678

20

Total

14,218,114

16,918,698

This caption mainly consists of flat commissionsvath and without recourse factoring, analysedbel

Factoring fee and commission income 2015 2014
1. with recourse fees and commissions 9,894,730 425614
2. without recourse fees and commissions 3,262,184 3,134,803
3. mandate fees and commissions 1,556 3,438
4. expense recoveries with mark-ups 424,630 431,045
5. other 635,014 923,778
Total 14,218,114 16,918,678

The caption decreased by €2.7 million (-16.0%) 6d4due to the tougher competition in the factoring

sector in this year which affected the averagemgiapplied to customers. The downturn was coudtbye
the 9.3% rise in turnover (€8.4 billion in 2015 qmamed to €7.7 billion in 2014).

The balance mostly consists of fees and commis$arngith recourse factoring, which decreased byl2€

Expense recoveries with mark-ups mainly relate telipinary investigation fees, handling expenses,

chamber of commerce inquiry and information expsndebtor assessment fees, account statement @ostag

account expenses, account closing expenses andfhotogng fees.

Other fees and commissions mainly relate to cradibagement commissions and commissions invoiced to

debtors.
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2.2 Analysis of caption 40 “Fee and commission aspé

2015 2014
1. guarantees received (897,242) (612,582)
2. third party distribution of services
3. collection and payment services (96,699) (81,120)
4. other fees and commissions:
4.1 reversal of fees and commissions to thintigs (8,873,531) (10,373,060)
4.2 credit insurance premiums
4.3 bank charges (123,159) (131,927)
Total (9,990,631) (11,198,688)

Fee and commission expense of €10.0 million deerthg 10.8% on the previous year and mainly refers
the network banks for business referrals (€7.8ionij| the parent for its guarantee on regulatorpitah

(€0.9 million) and, to a lesser extent, large debtbat have an agreement with the company andl plairties

for the referral of business (€1.1 billion).

Reversals of fees and commissions to third parigade:

2015 2014
1. reversal of fees and commissions to banks (81 (9,284,967)
2. reversal of fees and commissions to debtors ,539) (789,083)
3. reversal of fees and commissions to brokers 663, (169,358)
4. reversal of fees and commissions to foreignespondents (177,473) (129,652)
(8,873,531) (10,373,060)
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Section 8 - Net impairment losses - Caption 100

8.1 Net impairment losses on loans and receivables

Impairment losses | Reversals of impairment losses
individual |collective | individual collective 2015 2014
1. Loans and receivables with banks - - - 12,928 922 -
- leases -
- factoring 12,928 12,928 -
- other -
2. Loans and receivables with financial instituggn (25,338) - 108,062 - 82,724 -
Impaired loans and receivables acquired - - - - - -
- leases -
- factoring -
- other -
Other loans and receivables (25,338) - 108,062 - 82,724 -
- leases -
- factoring (25,338) 3,651 (21,687) -
- other 104,411 104,411
3. Loans and receivables with customers (13,1z5)12 - 2,884,424 2,674,072 (7,568,628%,286,878
Impaired loans and receivables acquired - - - - - -
- leases -
- factoring -
- consumer credit -
- other -
Other loans and receivables (13,127,124 - 2,884,424 2,674,072 (7,568,62%%,286,878
- leases -
- factoring (13,046,838) 2,834,017 2,674,072 (7,538,7495,286,878
- consumer credit -
- pawn loans - -
- other (80,285) 50,406 (29,879) -
Total | (13,152,462 - 2,992,486 2,687,000 (7,472,97¢%,286,878
In detail, these changes relate to the following:
2015 2014
1) Individual impairment losses: (13,152,462) (8,449,932)
Impairment losses on loans and receivables 201582) (7,872,945)
Discounting expense on impaired assets (1,38}1,87 (576,987)
2) Individual reversals of impairment losses: 2,99286 1,708,928
Reversals of impairment on loans and receivables 2,564,173 449,991
Discounting income on impaired assets 428,313 258,937
Collective impairment losses on loans and reddés -
4) Reversals of collective impairment losses: 2,6800 (1,454,126)
Reversals of collective impairment losses on $oamd receivables 2,687,000 (1,454,126)
Total (7,472,976) (5,286,878)
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8.4 Analysis of caption 100 b) Net impairment lssse other financial transactions”

. Reversals of
Impairment losses . ;
impairment losses
2015 2014
individual collective individual | collective

1. Guarantees given - -
2. Derivatives on loans
and receivables ) i
3. Commitments to
disburse funds (130.123) (130,123) i
4, Other transactions - -

Total - (130,123) - - (130,123 -
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Section 9 - Administrative expenses - Caption 110

9.1 Analysis of caption 110 a) “Personnel expense”

2015 2014
1. Employees (9,431,735) (9,432,016)
a) wages and salaries (6,403,452) (6,752,858)
b) social security contributions (1,795,576) (1,886,203)
c) termination benefits (368,645) (358,561)
d) pension and similar costs - -
e) accrual for post-employment benefits (3,388) (9,865)
f) accrual for pension and similar costs: - -
- defined contribution plans -
- defined benefit plans - -
g) payments to external complementary pension funds: 260,278) (236,535)
- defined contribution plans (260,278) (236,535)
- defined benefit plans
h) other expenses (600,395) (187,993)
2. Other personnel - -
3. Directors and statutory auditors (209,092) (260,323)
4. Retired personnel - -
5. Expense recoveries for personnel seconded to otheympanies 1,009,728 477,728
6. Refunds for employees seconded to the company (1,916,219) (1,550,962)
Total (10,547,319) (10,765,573)

Personnel expense amounts to €10.5 million, dov@2on 2014, mainly due to the higher expense
recoveries for personnel seconded to UBI and UBI®Wing centralisation of the related CFO and CRO
(May 2014) and ICT (January 2015) activities.

The average number of employees (presented byarsitéythe next table) was 134 for 2015 and 139 in
2014.

“Other expenses” include termination benefits o#&fillion.

9.2 Average number of employees by category

Managers 7
Junior managers 54
White collars 64
Other personnel 9
Total 134
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9.3 Analysis of caption 110 b “Other administrategpenses”

2015 2014

Lease expense (1,348,340) (1,372,075)
Professional ICT services - (303,896)
Other professional services (109,532) -
Legal and corporate advisory services (388,121) (497,367)
Car and furniture rental (172,422) (176,557)
Hardware lease (293,546) (373,150)
Hardware maintenance and assistance (8,634) (10,574)
Software maintenance and assistance (4,242) -
Other building management expenses (16,850) (15,553)
Cleaning (65,770) (68,960)
Building maintenance (55,345) (41,739)
Membership fees (67,510) (77,237)
Information and chamber of commerce queries (33,55 (358,152)
Periodicals and volumes (1,596) (6,551)
Postal costs (214,449) (281,698)
Insurance premiums (40,408) (38,721)
Advertising and publicity - (57)
Entertainment expenses (2,040) (2,347)
Electronic transmission and telephone networks 5 ) (61,902)
Infoprovider (12,387) (9,628)
Outsourcing to third parties (150,981) (1,438,838)
Outsourcing to group companies (3,269,352) (1,365,660)
Travel expenses (164,935) (212,460)
Credit recovery expenses (2,362,647) (2,493,693)
Printed matter, stationary and consumables (17,396 (29,826)
Transport and relocations (92,338) (33,024)
Security (53,420) (1,903)
Trainees (760) -
Other expenses (62,073) (43,990)
Total administrative expenses (9,419,916) (9,315,559)
Indirect taxes and duties (663,213) (713,799)
- VAT on intragroup contracts (230,167) (160,122)
- Stamp tax (172,394) (199,234)
- Other taxes (260,652) (354,443)

Total (10,083,130) (10,029,358)

The other administrative expenses of €10.1 milko& substantially in line with those for the prezxao/ear
(+0.5%). However, there was a strong rise in outsEiiservices provided by the group (€1.9 millidag to
the centralisation of CFO, CRO and ICT activitiegyuntered by a reduction in services outsourcetitd

parties (-€1.3 million) and professional IT cos&0(3 million).
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Section 10 - Depreciation and net impairment lossem property and equipment - Caption 120

10.1 Analysis of caption 120 “Depreciation and imepairment losses on property and equipment”

Reversals Carryin Carryin
L Impairment of ying ying
Depreciation losses impairment amount at | amount at
P 31.12.2015| 31.12.2014
losses

1. Assets used in operations
1.1 owned (50,525) - - (50,525 (74,548

a) land - - - - -

b) buildings - - - - -

c) furniture (17,363) - - (17,363 (1898
d) equipment (8,551) - - (8,551 (16,949
e) other (24,612) - - (24,612 (38,914

1.2 under finance lease - - - - -

a) land - - - - -

b) buildings - - - - -

¢) furniture - - - - -

d) equipment - - - - -

e) other - - - - -

2. Investment property - - - - -

Total (50,525) - - (50,525) (74,548)

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

11.1 Analysis of caption 130 “Amortisation and mepairment losses on intangible assets”

Reversals Carryin Carryin
o Impairment of ying ying
Amortisation losses impairment amount at | amount at
| 31.12.2015 31.12.2014
0sses

1. Goodwill - - - - -

2. Other intangible assets (12,041) - - (12,041) (84,484)
2.1 owned (12,041) - - (12,041 (84,484
2.2 under finance lease - - - - -

3. Assets under finance lease - - - - -

4. Assets under operating lease - - - - -

Total (12,041) - - (12,041) (84,484)
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Section 13 - Net accruals to provisions for risksral charges - Caption 150

13.1 Analysis of caption 150 “Net accruals to psens for risks and charges”

2015 2014
Accruals and re-allocations to provisions for claaek claims 23,592 6,771
Accruals and re-allocations to provisions for persgl expense 7,387 (60,000)
Accruals and re-allocations to provisions for défag bonds - -
Accruals and re-allocations for legal disputes 60,540 (1,140,236)
Other accruals and re-allocations to provisiongitks and charges 48,403 -
Total 139,922 (1,193,465)
Section 14 - Other operating income and expense€aption 160
14.1 Analysis of caption 160 “Net other operatingome”
a) Other operating income 2015 2014
Expense recoveries 580,576 825,284
Tax recoveries 287,032 140,539
Factoring 465,223 1,489,606
Prior year income and gains 382,901 -
Revenue from invoiced penalties - 139,000
Exchange rate gains 8,546 -
Other sundry 5,484 3,285
Total A 1,729,762 2,597,714
b) Other operating expenses 2015 2014
Prior year expense and losses (227,537) (11,260)
Exchange rate losses (144,536) (29,886)
Factoring - (196,992)
Other sundry (17,976) (103,604)
Penalties and fines (12,516) -
Total B (402,564) (341,743)
Total a+b| 1,327,198 2,255,971

This caption decreased by €0.9 million or 41.2%20h4.

Expense recoveries refer to recharges to assigvitheut mark-ups, i.e., legal expenses, registrataxes
and bank expenses.

Factoring income mainly relates to gains recogn@edthe collection of receivables which were acegliat
prices significantly lower than their nominal amaun

The increase in prior year income and expense éstaluhe cancellation of INPS liabilities (€0.3 lioih),

including €0.1 million offset by the cancellatiohIblPS assets under Other expense.
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Section 17 - Income taxes - Caption 190

17.1 Analysis of caption 190 “Income taxes”

2015 2014

1. Current taxes (1,177,590) (4,439,016)
2. Changes in current taxes of prior years - (52,823)
3. Decrease in current taxes of the year -
3.bis Reduction in current taxes due to tax aga@tsuant to Law no. ) i
214/2011
4. Change in deferred tax assets 87,512 415,170
5. Change in deferred tax liabilities - 6,347

Income taxes of the yeaf (1,090,078) (4,070,322)

Current taxes of €1.2 million include the accrual IRES offset against the liability of €0.9 miliawith the
parent, net of positive adjustments of €36 thousanding from participation in the domestic tax
consolidation scheme, and the €0.3 million accioralRAP.

The net increase of €87 thousand in deferred tasetssreflects the difference between the
increases/decreases set out in tables 12.3 andctiabges in deferred tax assets recognised iit prdbss

and equity).
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17.2 Reconciliation of the theoretical tax chargéhvhe effective tax charge

IRES Tax base IRES %
Theoretical tax 3,576,358 (983,498) 27.50%
Permanent increases
- Non-deductible donations 10,000 (2,750) 0.08%
- Non-deductible car costs 112,518 (30,942) 0.879
- Non-deductible losses and impairment losses 136,016 (37,404) 1.059
- Non-deductible provisions 10,000 (2,750) 0.08%
- Other non-deductible charges 8,084 (2,223) 0.06%
- Deferred taxes - other increases (226,310) 6.33%
Permanent decreases
- IRAP deduction on personnel and 10% (62,584) 17,211 -0.48%
- Donation deduction (10,000) 2,750 -0.089
- Other decreases (43,008) 11,827 -0.339
- AC.E. (1,364,106) 375,129 -10.49%
- Deferred taxes - other decreases 1,387 -0.04%
Effective tax 2,373,278 (877,575) 24.54%
IRAP Tax base IRAP %
Theoretical tax 3,576,358 (199,203) 5.579
Permanent increases
- Impairment losses on loans and receivabidsother 142,595 (7,943) 0.22%
- Personnel expense 10,547,319 (587,486) 16.43%
- Administrative expenses - 10% 1,008,313 (56,163) 1.579
- Accruals to provisions for risks (139,922) 7,794 -0.22%
- Amortisation/depreciation - 10% and not fiimecal 6,257 (348) 0.01%
- Non-deductible interest expense 132,299 (7,369) 0.21%
- Recovery of taxable operating income 965,888 (53,800) 1.50%
Permanent decreases
- Untaxed revenue for IRAP purposes (1,327,198 73,925 -2.07%
- Tax wedge (10,294,004) 573,376 -16.03Po
- Foreign portion (570,584) 31,782 -0.89%
- Lombardy/Friuli regions difference 0.92% 12,934 -0.36%
Effective IRAP tax 4,047,321 (212,502) 5.949
Pre-tax | Effective o
! %
profit expense
Total effective IRES and IRAP tax| 3,576,358 (1,090,077)] 30.48%
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Section 19 - Income statement: other information

19.1 Analysis of interest and fee and commissiocone

Interest income

Fee and commission income

Banks

Financial
institutions

Customers

Financial

institutions Customers

Banks

2015

2014

1. Finance leases
- buildings
- chattels
- equipment
- intangible assets
2. Factoring
- current receivables
- future receivables
- receivables acquired definitively
- receivables acquired at below
the nominal amount
- other financing
3 Consumer credit
- personal loans
- special purpose loans
- salary-backed loans
4. Pawn loans
5. Guarantees and commitments
- trade

- financial

- 28,699,533
21,286,888

- 7,141,588

8,585

262,472

14,218,11
10,931,08

4,020
3,280,664

442,917,647

232,217,970
12,605

? 10,422,250

[

55,122,18
46,406,876

11,213
8,242,111

Total

- 28,699,533

14,218,114

42,917,647

55,122,186
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PART D - OTHER INFORMATION

SECTION 1 - SPECIFIC INFORMATION ON OPERATIONS

B. FACTORING AND ASSIGNMENT OF LOANS AND RECEIVABLE S

B.1 - Gross amount and carrying amount

B.1.1 - Factoring transactions

31.12.2015 31.12.2014
amount | ossee | amount | amoumt | Adisments | CEOUS
1. Performing assets 1,844,318,798 (6,017,676)| 1,838,301,1231,628,380,840 (8,403,451) | 1,619,977,389
- exposure to assignors (with recourse): 1,H6v8| (3,579,345)| 1,093,090,332,059,179,050 (5,521,700) | 1,053,657,350
- assighments of future loans and recéggl] 67,858 (222) 67,636 11,805 - 11,805
- other 1,096,601,820(3,579,123)| 1,093,022,696L,059,167,24% (5,521,700) | 1,053,645,545
- exposure to assigned debtors (without recurs@47,649,121| (2,438,330) 745,210,790 569,201,7902,88(,751) 566,320,034
2. Impaired assets 355,531,160 (49,526,981) 306,004,180 319,846,82} (39,732,741) 280,114,086
2.1 Non-performing 253,777,323| (39,842,982)213,934,342| 256,257,042  (37,295,809) 218,961,233
- exposure to assignors (with recourse): 240288 | (31,629,106) 208,622,140| 244,146,278  (29,879,199) 214,267,079
- assignments of future loans and recéasl 275,464 (213,010) 62,454 3,541,118 (1,625,593) 1,915,525
- other 239,975,782 (31,416,096)208,559,686| 240,605,160  (28,253,60p) 212,351,554
- exposure to assigned debtors (without recyursel 3,526,078 (8,213,876 5,312,202 12,110,764 (76419, 4,694,154
- acquired at below nominal amount - - - -
- other 13,526,078 | (8,213,876 5,312,207 12,110,764 (76418, 4,694,154
2.2 Unlikely to pay 69,155,291 | (9,222,443 59,932,848 2,398,749 (13203, 1,391,208
- exposure to assignors (with recourse): 6721 | (8,491,322 58,819,899 560,147 (106,840) 43,3
- assignments of future loans and recé@ésl - - -
- other 67,311,221 | (8,491,322 58,819,89p 560,141 (106,84Pp) 453,307
- exposure to assigned debtors (without recdursel,844,069 (731,121) 1,112,949 1,838,60pR (900,701) 37,90
- acquired at below nominal amount - -
- other 1,844,069 (731,121) 1,112,949 1,838,60p (900,701) 37,990
2.3 Impaired past due 32,598,546 (461,556) 32,136,990 61,191,086 (1,429,3| 59,761,646
- exposure to assignors (with recourse): 1,286,2| (12,981) 1,272,293 20,806,905 (254,877 20,5,
- assighments of future loans and recéggl] - - -
- other 1,285,274 (12,981) 1,272,293 20,806,905 (254,87Y7) 0,552,028
- exposure to assigned debtors (without recyurse31,313,272 (448,574) 30,864,697 40,384,131 (1,14,5( 39,209,617
- acquired at below nominal amount - - -
- other 31,313,272 (448,574) 30,864,697 40,384,181 (1,14,5( 39,209,617
Total | 2,199,849,958 (55,544,656) 2,144,305,302 1,948,227,667 (48,136,192) | 1,900,091,475

The increase in unlikely to pay exposures is dug¢anclusion in this category of assigned redars due

from the public administration, for which negotiais are in place with the counterparty to settie th

position. Specifically, the receivables are duerfrime healthcare sector of Lazio region and thepamwm

has taken legal action to recover th

em.

102



B.2 — Breakdown by residual maturity

B.2.1 - Factoring with recourse: advances and autding

Advances Outstanding

31.12.2015 31.12.2014 31.12.2015 31.12.2014
- on demand 206,700,566 121,382,238 278,564,704 9,033,526
- up to 3 months 672,584,578 767,433,508 886,385,92 825,717,984
- from 3 to 6 months 273,451,363 98,589,128 3781 142,279,504
- from 6 months to 1 year 50,609,102 265,335,010 14,168,330 166,611,910
- over 1 year 147,104,795 36,189,881 - -
- open term 43,186,304 - 169,160,728 -
Total 1,393,636,708 1,288,929,764 1,909,961,962 853,642,924

The balance includes advances to the assignoaéboring with recourse, advances for receivabletfad

without “legal recourse”, i.e., when the factorings not given rise to substantial transfer (“degedamn”)

to the factor of the risks and rewards of the amsigreceivables, on the basis of IAS 39, and achsafar

future receivables.

B.2.2 - Factoring without recourse: exposures

Exposures

31.12.2015 31.12.2014
- on demand 78,019,344 117,658,186
- up to 3 months 552,959,122 423,527,796
- from 3 to 6 months 102,044,228 32,099,003
- from 6 months to 1 year 15,729,126 35,122,351
- over 1 year 14,063,984 2,754,374
- open term 30,088,228 -
Total 792,904,033 611,161,711

This balance consists of the outstanding acquiedthitively without recourse, i.e., when the fadtgyr has

given rise to the substantial transfer (“derecagni) to the factor of the risks and rewards of #ssigned

receivables, on the basis of IAS 39.
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B.3 - Changes in impairment losses

B.3.1 - Factoring transactions

Increases Decreases
Opening Closing
impairment impairment
losses T ; R Is of T ors t losses
. ransfers eversals o . ransfers to
Impairment | Losses on Other ; ; Gains on " Other
losses | assignments from oth'er increases impairment assignments other_ Derecognition decreases
categories losses categories
Individual impairment losses on impaired asset$ 39,732,741 13,116,95 - 390,126 557,624 (3,363,727) (390,126) (693,575) (16,901 49,333,121
Exposure to assignors 30,240,916| 12,327,911 - 102,446 557,6244 (2,528,882) (102,446) (625,994) (8,000)| 39,963,579
- Non-performing 29,879,199 3,931,950 33,000 414,260 (2,206,286 - (625,994) (8,000) 31,418,129
- Unlikely to pay 106,840 8,382,98 69,446 143,364 (137,164) (33,000) - - 8,532,469
- Impaired past due 254,877 12,981 - (185,431) (69,446) - - 12,981
Exposures to assigned debtors 9,491,825 789,043 - 287,681 - (834,845) (287,681) (67,581) (8,901) 9,369,541L
- Non-performing 7,416,610 592,940 287,681 (62,667) - (67,581) 8,166,984
- Unlikely to pay 900,701 162,196 (12,333) (287,681) - (8,901) 753,983
- Impaired past due 1,174,514 33,906 - - (759,845) - - 448,574
Collective impairment losses on other assets 9,0000 - - - 452,421 (2,687,000 - - (747,745)| 6,017,676
- Exposure to assignors 6,118,249 - 452,421 (2,687,000), (304,324) | 3,579,346
- Exposure to assigned debtors 2,881,751 - - (443,421) | 2,438,330
Total | 48,732,741 13,116,95 - 390,126 1,010,045 (6,099,72 - (390,126) (693,575) (764,646) 55,350,796
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B.4 - Other information

B.4.1 - Turnover of assigned loans and receivables

31.12.2015

31.12.2014

1. Without recourse
- including: acquired at below nominal amount
2. With recourse

2,542,193,243

5,605,820,925

1,860,250,010

5,432,941,043

Total turnover from factoring

8,148,014,168

7,293,191,053

B.4.2 - Collection services

31.12.2015 31.12.2014

Loans and receivables collected during the year 1,594,691 132,195,166

Loans and receivables in place at the reporting dat 6,882,363 43,143,374
B.4.3 Nominal amount of factoring agreements fturfeiloans and receivables

31.12.2015 31.12.2014

Contracts to purchase future loans and receivables 15,260,225 7,850,836

Loans and receivables at the reporting date 317226 23,985,924
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D. Guarantees given and commitments

D.1 - Value of guarantees given and commitments

31.12.2015

31.12.2014

1. First demand financial guarantees given
a) Banks
b) Financial institutions
¢) Customers
2. Other financial guarantees given
a) Banks
b) Financial institutions
¢) Customers
3. Commercial guarantees given
a) Banks
b) Financial institutions
¢) Customers
4. Irrevocable commitments to provide funds
a) Banks
i) of certain use
i) of uncertain use
b) Financial institutions
i) of certain use
i) of uncertain use
c¢) Customers
i) of certain use
i) of uncertain use

5. Commitments underlying credit derivatives: protection sales
6. Assets pledged to guarantee third party obligatins

7. Other irrevocable commitments
a) to issue guarantees
b) other

284,826

284,826

120,989,485

120,989,485

120,989,485

446,635
446,635

18,000

18,000
209,891,745

209,891,745

209,891,745

Total

121,274,311

210,356,380

The value of firm commitments to disburse fundsakulated as the difference between the totalcveor

amount and the total financed amount within thgpeaaf non-1AS without recourse factoring transatiio

106



D.3 Guarantees given: risk range and quality

Unimpaired guarantees given

Impaired guarantees given: non-
performing

Other impaired guarantees

Counter

guarantees Other

Counter

guarantees Other

Counter

guarantees Other

Jjunowre ssoJo
$9550| Jusw.redw! [e10 1
junowre ssoi9
$8sS0| JUawredw! (€101

JUNOWE SS0.9)
$9sS0| JUBwWLIredw [e10L
JUNOWE SS0.9
$9ss0| JUBWLIredw! [e10L

junowre ssoio

$8sS0| JUawredw! (€101
Jjunowre ssoio

$9550| Jusw.redw! [e10 1

Guarantees given
with assumption of
risk for first loss
(by taking the risk
of first loss)

- first demand
financial guarantee
- other financial
guarantees

- commercial
guarantees

284,826

284,826

Guarantees given
with assumption of
mezzanine type ris
- first demand
financial guarantee
- other financial
guarantees

- commercial
guarantees

Guarantees given
pro quota

- first demand
financial guarantee
- other financial
guarantees

- commercial
guarantees

Total

284,826
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D.9 Changes in unimpaired guarantees given

1. First demand financial ) . .
. Other financial guarantees Commercial guarantees
guarantees given
Counter guarantees  Other| Counter guarantees Other | Counter guarantees  Other
(A) Gross opening balance 446,635
(B) Increases: - 0 0
- (b.1) guarantees given
- (b.2) other increases
(C) Decreases: (161,809) 0 0
- (c.1) unenforced
guarantees
- (c.2) transfers to impaired
guarantees
- (c.3) other decreases (161,809)
] 284,
(D) Gross closing balance 826 0 0
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3.1 CREDIT RISK

QUALITATIVE INFORMATION

1 General information

Factoring consists of establishing a continuouati@iship in which a company assigns, in accordavitte
Law no. 52/1991 or pursuant to the Italian Civildép a significant portion of its portfolio of exisf or
future receivables to the factor, which providesustomised service based on three specific aesvitredit
management, guaranteeing against debtor default fimadicing by providing advances on the same
receivables (the financing, therefore, is selfii@ting and, normally short-term, depending ondbkection
time of the outstanding trade receivables).

Through this credit management service (accountthgcking due dates, collecting receivables, sgndin
payment reminders and credit collection activitiets, ), the factor forges a continuous relationstiigh the
assignor and, accordingly, with the latter's deht@cquiring in-depth knowledge of the trade resigle
policy developed. Indeed, the factor enters intmusiness relationship that is already in place betwthe

parties, or that will take place between them @nftkture, in the event of the factoring of futueeeivables.

Accordingly, the relationship between the factasignor and debtors is not merely occasional and/or
temporary, but must instead develop systematicalig continuously, enabling the factor to monitag th
counterparties’ financial positions and performance

In this context, risk monitoring and consequenk meanagement (credit risk, in particular) based on
factoring logic use analytical/subjective evaluasioof the assignors and the assignees that are both
quantitative (primarily based on previous, curr@md prospective financial conditions) and qualktatievel

of management, competitiveness and prospects of ptieeluct, acquirer market and its economic
circumstances), with the large-scale digitalisatdbmformation and settlement of flows, within teeope of

an overall activity in which the various companydtions operate through synergies, constantly tikedyg

and flexibly.

Risk containment is then supplemented by the difietion policy, which, first and foremost, coneid
individual counterparties (concentration of accsuttpes of credit granted, duration, type of feetiocredit
and the possibility of its assessment-managementregy). Risk diversification must then extend be t
company'’s total portfolio of factored receivablesyersifying by product, region, size and financéadd
service content of the company’s overall businiestine with the parent’s guidelines.

The company’s commercial development, which isralfumental pillar of its 2016-2018 business plafi, wi
take place by levering on the synergies with theupr bank networks (including by amending the
commercial and credit processes and policies) hadquality of the available resources. To this g¢hd,
bank has already revised the commercial area’shggional structure and is strengthening its stlese

and the assistance provided to banks.
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2 Credit risk management policies

The main principles and operating methods areas#t in the “Governance and control rules” approlgd
the parent’s relevant bodies and implemented by Efgkor S.p.A..

In this way, on the basis of a structured serieguadelines, the company’s “institutional” aspe@smpany
officers, extraordinary equity transactions, sgatdusiness plans, relationships with the superyibodies,
etc.) and “functional” relationships with the parefflanning and Control, Organisation and Human
Resources, Operations and Services, entering nelarsexind products) are regulated as part of aalietd
control and monitoring system. Accordingly, cre@k management policies also fall under this syste

The main risk factors

As factor, the company’s activities are characeetiby its offer of financing, management and gusen

services, which enable it to map the following mask factors:

0, 0,
$ %e& & %& B G & %&
0, 0,
$ %e& & %& $ %e& & %&
% %(& # & (( )
% (& ((# & (( )

The purpose of the lending service is to providst@mers with advances on receivables that havgetot
fallen due. It leads to cash exposure for the fagtwal to the agreed advance, which equals tlabletted
percentage of the transferred outstanding.

Guarantees against insolvency protect assignons €tefault by the assigned debtor, with the exceptib
cases explicitly governed by the factoring agredniery.: non-existent receivable, offsetting andtested
supplies). Except for specific products, the faatodertakes to pay, in the absence of an advahee, t
amount of the transferred receivables after a icenamber of days have passed from when they tadl ¢f
the receivables are not acquired definitively andafadvance is provided, this service gives risgu@rantee
exposure for the factor, equal to the revolvingitlifvhich becomes available again as the tranglerre
receivables are collected) within which the faatodertakes to guarantee payment of receivablebeto t
assignor. In order to mitigate the assumed risk, flttor may negotiate specific types of restritdito the
guarantee.

Factoring transactions therefore provide for theicstiral and concurrent presence of three parthes:

assignor, the factor and the transferred debtoAsgordingly, in order to measure risk, the unit of
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observation is the assignor/transferee relationgégept for direct lending, in which the financeebtor
constitutes the observation unit) in which the nimiediary may be exposed in a variety of ways: phathe
transferred receivables may be with recourse andnpay be without; part of the assigned receivabtay
be advanced and part not, etc.. The compositioth@findividual exposures in each assignor/tranefere
relationship is a crucial element for the factar,itaenables the latter to measure the actualleisd of its
exposure. Indeed, the types of factoring transastare determined on the basis of the assigncstfaeee
relationship. Similarly, the acquisition of any gamatees from third parties is generally based at th

relationship and not the individual transfer.

2.1 Organisational information

In the light of the above, risks are monitored gsim organisational structure in order to separaealyse

and grant credit to counterparties (assignor, dé&tand manage the related financial transactiRisks are

monitored throughout all core phases of the lengingess and may be summarised as follows:

° “analysis and evaluation”: quantitative and quéiia information is gathered from the relevant
counterparties and from the system in order togasaicredit rating to the counterparty and quantify
the proposed credit line;

0 “approval and formalisation”: once the proposal hasn approved, the contractual documentation is
prepared for the assignor’s signature;

° “monitoring”: continuous monitoring of counterpasi to which credit has been granted, both in
relationships with the factor and in the systenprder to identify any irregularities and, accogly,
act in a timely manner.

With specific reference to past due loans, momtpiincludes out-of-court activities involving autated

and customised reminders, and, if necessary, &g@n with the support of legal advisors.

2.2 Risk management, measurement and control

The internal classification rules for loans andereables are set forth in the new “Credit Regufgtievhich

has been approved by the board of directors abdsed on the parent’s guidelines. It is an integaal of

the company’s currently applicable service orders.

Reclassifications between the various categoriesspecifically defined by company regulations, \ahic

have been approved by the board of directors, t@hidentification of specific circumstances.

The Credit Committee is specifically responsible fhe classification and proposed management of

defaulting assets (impaired overdue and/or past elposures fpast due unlikely to pay and non-

performing), after having requested and receivednion of consistency with Group credit guidefiria
advance from the parent’s Credit or Irregular Gradd Credit Recovery Departments.

Under the aforementioned “Credit Regulation”, santounts 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 grantéad the counterparty of the main party to which the

factoring company is initially exposed.
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Furthermore, within this macro classification, there sub-groups depending on the type of countgrpa
with which the obligation has been assumed andyfte of underlying transaction.

Assets are classified as “defaulting” (impairedtghge and/or overdue, unlikely to pay and non-pening)

in accordance with the criteria established in ti@redit Regulation” and the parent's directives.
Classification as such is not the result of disoretry assessment, but it is based on counterpartgiuct,
which is deemed to anticipate a temporary or difmidifficulty in meeting obligations. Given thaicular
risk of these loans, they are managed by a spexifignisational unit (Irregular Credit Service).

Credit risk monitoring involves the entire struguwesponsible for managing relationships with odgprs
and transferred debtors. It is defined in the djeiciternal “Credit Monitoring Manual”.

The definition of a credit risk measurement systerthe factoring segment relates closely to thiscHjc
type of activity, which, as noted above, differssimucture from that of a banking business. Thateel

conceptual model can be summarised as follows:

Borrower . .
. Transaction rating
rating
Transferor e
Seller rating relationzhi Type of product collateral/personal
P Euarantess

The credit risk of the factoring transaction therefarises from default risk and dilution f#&k which must

be measured separately and then reconciled.

Default risk relates to all borrower ratings andnsaction ratings. The former can be defined by the
probability of default (PD) regulatory parametesiated to the counterparty’s credit quality, whhe latter

is an overall rating of the characteristics of trensaction taken as a whole, which, in summary, ma
expressed by the loss given default (LGD) regujaparameter.

18 As indicated in paragraph 369 of the New BaseloAdcdilution risk refers to the “possibility thidte receivable amount is reduced through cash or
non-cash credits to the receivable’s obligor.Expmples include offsets or allowances arising fretarns of goods sold, disputes regarding product
quality, possible debts of the borrower to a regleies obligor, and any payment or promotional dist® offered by the borrower”.
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This logical scheme serves as the company’s guielefor the development of internal credit risk
measurement models.

Moreover, until internal ratings-based (IRB) modmis developed with the parent, the company hasettc
to use the standardised method provided for byN#éne Basel Accord (and implemented by the Superyisor
instructions for financial intermediaries includedthe Special List — circular no. 216 of 5 Aug@So6, 7th
update dated 9 July 2007 and subsequent updatesgcordance with the agreement signed by the paren
UBI Banca, with the rating agency, Cerved S.p.Arrfferly Lince S.p.A.), which is an ECAI recognided
the Bank of Italy.

It follows that the borrower rating is currentlyethesult of a joint analysis of quantitative infation based
on the financial statements of the previous thregry (using data provided by a third party markatiér
approved by the parent) and qualitative informatathered informally by the sales managers.

Although the calculation of the LGD with respectth@ transaction rating uses an advanced apprtizeh,
company believes that it is strategically advarmagefor the factoring segment. It is waiting toesgon a

calculation method with the parent for the subsatjpeeparation of the overall model.

113



QUANTITATIVE INFORMATION

1 Credit exposure by portfolio and credit quality

Non-performing Unlikely to pay Impai(;ed past | Unimpaired past Other unimpaired Total
ue due exposures

1. Available-for-sale financial assets -
2. Held-to-maturity investments - -
3. Loans and receivables with banks - - - - 31,639,813 31,639,813
4. Loans and receivables with customers 218,897,06 59,989,027 32,136,990 105,925,066 1,820,655,842 2,237,553,994
5. Financial assets at fair value through profitoss
6. Financial assets held for sale

Total (31.12.2015 218,847,069 59,989,027 32,136,990 105,925,064 1,852,295,65% 2,269,193,808

Total (3.12.2014 222,391,044 1,643,144 59,761,644 389,813,31( 1,390,351,248 2,063,960,393

2 Credit exposure

2.1 Loans and receivables with customers: grossuamso carrying amounts and residual maturity braske

Gross amount Individual .
. . Collective .
. impairment . : Carrying amount
Impaired assets losses impairment losses
Unimpaired
From 6
Upto3 From 3 to assets
months to | Over 1 year
months 6 months 1 year
A. ON-STATEMENT OF FINANCIAL POSITION | 289,109,204 ,897,000| 4,236,194 57,111,136 1,687,860,783 (510339 (5,511,603) 1,986,413,677
a) Non-performing 210,955,495 157,274 756,611 3,781,019 - (41,586,362) - 214,064,038
- including: forborne exposures - - - - - - - -
b)  Unlikely to pay 58,515,500 4,099 829,955 55,034 - (9,241,118) - 57,863,470
- including: forborne exposures 17,398 4,099 539,651 7,266 - (90,520) - 477,894
¢) Impaired past due 19,638,209 4,735,627 2,649,628B,575,082 - (461,556) - 32,136,990
- including: forborne exposures - - - - - - - -
d) Unimpaired past due - - - - 86,509,792 - (278)65 86,236,136
- including: forborne exposures - - - - 1880 - - 13,088
e) Other unimpaired exposures - - - - 1,601,3%D - (5,237,947) 1,596,113,044
- including: forborne exposures - - - - - - - -
Total A | 289,109,204] 4,897,000 4,236,194 57,111,136 1,687788 (51,289,037) (5,511,603) 1,986,413,677
B. OFF-STATEMENT OF FINANCIAL POSITION 199,640 - - - 120,408,397 - (130,025) 120,478,012
a) Impaired 199,640 - - - - - (2,875) 196,765
b) Unimpaired - - - - 120,408,397 - (127,150) 120,281,247
Total B 199,640 - - - 120,408,397 - (130,025) 120,478,012
Total A+B | 289,308,844 4,897,000 4,236,194 57,111,136 1,808,260 (51,289,037) (5,641,628) 2,106,891,689
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2.2 Loans and receivables with banks and finariogtitutions: gross amounts, carrying amounts aesidual maturity bracket

Gross amount Individual .
. : Collective .
. impairment . : Carrying amount
Impaired assets losses impairment losses
= Unimpaired
rom 6
Upto3 From 3 to assets
months to | Over 1 year
months 6 months 1 year
A. ON-STATEMENT OF FINANCIAL POSITION 5,275,269 - - 2,147,244 245,032,884 (513,924) (801,157) 251,140,317
a) Non-performing 5,275,269 - - - - (492,237) - 4,783,032
- including: forborne exposures - - - - - - - -
b) Unlikely to pay - - - 2,147,244 - (21,687) - 2,125,557
- including: forborne exposures - - - - - - - -
c) Impaired past due - - - - -
- including: forborne exposures - - - - - - - -
d) Unimpaired past due - - - - 19,753,468 - (64,537) 19,688,930
- including: forborne exposures - - - - - - - -
e) Other unimpaired exposures - - - - 225,279,419 - (736,620) 224,542,799
- including: forborne exposures - - - - - - - -
Total A 5,275,269 - - 2,147,244 245,032,884 (513,924) (801,157) 251,140,317
B. OFF-STATEMENT OF FINANCIAL POSITION - - - - 796,396 - (98) 796,298
a) Impaired - - - - - - - -
b) Unimpaired - - - - 796,396 - (98) 796,298
Total B - - - - 796,396 - (98) 796,298
Total A+B 5,275,269 - - 2,147,244 245,829,281 (513,924) (801,255) 251,936,611
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2.3 Classification of exposures based on externdliaternal ratings

2.3.1 Breakdown of credit exposure on- and offestegnt of financial position by external rating das

External rating class

Class 1 Class 2 Class 3 Class 4 Class 5 Class 6 No rating Total
A. On-statement of financial position - 467,381,587 194,760,323290,509,315 2,254,218 55,251,983 1,259,036,382 92,928,808
B. Derivatives -
B.1 Financial derivatives -
B. Credit derivatives -
C. Guarantees given 284,826 284,826
D. Commitments to disburse funds 120,989,485 120,989,485
E. Other -
Total - 467,381,587 194,760,323290,509,315 2,254,218 55,251,983 1,380,310,692 088,119

The company uses the ratings of Cerved Group S(foAner Lince). Details of the ratings are asdols:

Class 1 -

Class 2 from Al.1to A3.1
Class 3 B1.1

Class 4 from B1.2 to B2.2
Class 5 Cl.1

Class 6 from Cl.2t0 C2.1

2.3.1 Breakdown of credit exposure on- and offestant of financial position by internal rating ctas

None.

116




3 Credit concentration

3.1 Breakdown of credit exposures on and off-stattrof financial position by the counterparty’s iness segment

Banks Financial companies | Public administration Non—flnanplal Insurance companies Others
companies
Gross amount Gross amount Gross amount Gross amount Gross amount Gross amount
A. On-statement of financial position
A.1 Non-performing 5,275,269 9,054,864 25,566,125 221,029,411
A.2 Unlikely to pay 2,147,244 - 66,267,617 836,971
A.3 Impaired past due - 31,227,041 1,371,505 -
A.4 Other 31,649,053 245,032,885 41,880,874 1,629,664,948 - 6,314,961
- Unimpaired past due - 19,753,468 9,426,604 76,994,746 88,441
- Performing 31,649,053 225,279,418 32,454,270 1,552,670,201 16,226,520
Total A 31,649,053 252,455,399 82,162,779 1,722,870,195 - 38,181,343
B. Off-statement of financial position
B.1 Non-performing
B.2 Unlikely to pay
B.3 Other impaired assets - 199,640
B.4 Other 1,259,188 1,426,686 118,442,801 76,119
Total B - 1,259,188 1,626,326 118,442,801 - 76,119
Total 2015 (A+B) 31,649,053 253,714,587 83,789,105 1,841,312,996 - 38,287,462
Total 2014 (A+B) 38,290,182 13,869,642 110,132,760 1,875,957,873 899189 277,651,780
3.2 Breakdown of credit exposures on and off-state¢rof financial position by the counterparty’s gesphical segment
31/12/2015 31/12/2014
Northwest Italy | Northeast Italy Central Italy e?r?éjﬁrs]lgﬁgs Abroad Northwest Italy Northeast Italy Central Ital y Soufglgs(ljéand Abroad
Gross amount Gross amount Gross amount]  Gross amourjt Gross amount Gross amount Gross amount Gross amount
A. On-statement of financial position
A.1 Non-performing 14,340,553 594,823 228,621,609 5,643,170 1,725,424 16,650,556 1,099,769 228,685,671 14,124,094 1,539,036
A.2 Unlikely to pay 2,968,146 888,325 64,857,990 7852 20,131 872,225 413,091 704,785 512,758 188,76
A.3 Restructured
A.4 Past due 859,548 341,648 27,331,180 4,066,170 - 4,052,385 1,168,819 41,873,274 2,099,564 11,996,099
A.5 Other 644,921,897 218,204,54p 525,307,489 493D 526,829,854 540,471,164 176,247,422 436,696,9 60,861,204 575,496,816
Total A 663,090,145 220,029,337 846,118,347 69,505,531 5338109 562,046,329 178,929,102 707,360,685 7%/8097, 589,201,611
B. Off-statement of financial position
B.1 Non-performing
B.2 Unlikely to pay
B.3 Other impaired assets 21,409 86,705 91,526
B.4 Other 29,296,826 26,486,451 17,241,490 1,971,839 46,262,9 75,113,191 25,798,307 98,940,628 10,504,254 -
Total B 29,318,235 26,486,451 17,328,195 2,063,365 46,262,9 75,113,191 25,798,307 98,940,628 10,504,254 -
Total (A+B) 692,408,381 246,515,787 863,446,542 71,568,896 7884835 637,159,520 204,727,408 806,301,318 8®p1a1, 589,201,611
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3.3 Large exposures

31/12/2015
Total
a) Carrying amount 1,952,789,061
a) Weighted amount 901,665,748
a) Number 25
Total 2,854,454,834

3.2 MARKET RISK
3.2.1 INTEREST RATE RISK
QUALITATIVE INFORMATION

1. General information

Interest rate risk, i.e., the transformation of diates or imbalance between the average due datsseats
and liabilities, is immaterial in the scope of tbempany’s activities, as its assets consist of doand
receivables with customers with clear and wellsedi due dates. Furthermore, the company doesau# tr
on the market and, accordingly, the average ageingssets is closely monitored and not subject to
unexpected fluctuations.

Accordingly, the company’s sources of funding drecured on the basis of the type of lending.

Financial management is not speculative and avesjaiggads remain at more or less steady levelsghout

the year.

There are no substantial differences between sewfceinding and the application of funds, as thegany
uses index-linked instruments on both ends.

In the light of the above, overall, the companyas required to use advanced cash management madels
it finds it sufficient to carefully monitor the smes and application of funds, which have shorttives on
average.

Cash management is integrated in the Factoring Gederal Ledger functions and bank balances are
continuously updated using the remote banking sesvof one of the Group’s banks. Accordingly, fumggdi

rates are monitored continuously and on a dailysbas
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QUANTITATIVE INFORMATION

1 Residual life (repricing date) of financial assatwd liabilities

Currency: Euro + all other currencies, total

2.1 Debt instruments
2.3 Other liabilities

From 6 From | Over
On demand Upto3 | From3to6 months From 1to 5t0 10| 10 Open term
months months 5 years
to 1 year years | years
1. Assets 1,854,772,179286,803,870 73,882,650 9,743,049%3,992,06Q - - -
1.1 Debt instruments
1.2 Loans and receivable$,854,772,179286,803,870 73,882,650 9,743,04%3,992,06Q - - -
1.3 Other assets
2. Liabilities 714,833,039| 823,193,67%90,000,00d - - - - -
2.1 Financial liabilities 714,833,039 8231¥r5|590,000,00(
2.1 Debt instruments
2.3 Other liabilities
3. Financial derivatives - - - - - - - -
Options - - - - - - - -
3.1 Long positions
3.2 Short positions
Other derivatives - - - - - - - -
3.3 Long positions
3.4 Short positions
Currency: Euro
From 6 From | Over
On demand Upto3 | From3to6 months From 1 1o 5t010| 10 | Openterm
months months 5 years
to 1 year years | years
1. Assets 1,657,741,570240,381,859 67,574,720 9,743,049%3,992,06Q - - -
1.1 Debt instruments
1.2 Loans and receivablg$,657,741,57(0240,381,859 67,574,720 9,743,049%3,992,06Q - - -
1.3 Other assets
2. Liabilities 699,284,901| 590,000,00%90,000,00d - - - - -
2.1 Financial liabilities 699,284,901 59MAWO| 590,000,000

. Financial derivatives
Options

3.1 Long positions
3.2 Short positions
Other derivatives
3.3 Long positions
3.4 Short positions
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Currency: Other

From 3

From 6

From 1

From 5

d on Upto3 to 6 months to5 to 10 Over 10 Open term
emand months years
months | to 1year| vyears years

1. Assets 197,030,609 46,422,010, 6,307,930 - - - - -

1.1 Debtinstruments

1.2 Loans and receivables 197,030,6d@9,422,010| 6,307,930

1.3 Other assets
2. Liabilities 15,548,138| 233,193,67 - - - - - -

2.1 Financial liabilities 15,548,138 233,155

2.1 Debt instruments
2.3 Other liabilities

3. Financial derivatives
Options
3.1 Long positions
3.2 Short positions
Other derivatives
3.3 Long positions

3.4 Short positions

2 Interest rate risk measurement and managementinaod other methods

In the light of the above, overall, the companysioet use advanced cash management models, adsititfi

sufficient to carefully monitor the sources andlaggpion of funds, which have short-term lives areage.

Cash management is integrated in the Factoring Gederal Ledger functions and bank balances are

continuously updated using the remote banking sesvof one of the Group’s banks. Accordingly, fumggdi

rates are monitored continuously and on a dailysbas
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3.2.2 PRICE RISK

QUALITATIVE INFORMATION

1 General information

The company is not exposed to price risk, intenaedhe possibility of incurring losses in the tredof
securities, as it does not trade on the marketapgication of funds relates solely to self-payorgcash
loans and receivables held to maturity.

The company does not use derivatives, nor doesfibpn securitisations.

In the light of the above, the company’s reducefdosxre to price risk does not require the use gf an

particular instruments other than those for ordir@perations.

QUANTITATIVE INFORMATION
1 Price risk measurement and management model anceotimethods
In the light of the above, the company’s reduceposxre to price risk does not require the use gf an

particular instruments other than those for ordir@perations.

121



3.2.3 CURRENCY RISK

QUALITATIVE INFORMATION

1 General information

With respect to currency risk, operating procedueeglire foreign currency transactions to be hedgita

the same currency and due date.

The portion of the portfolio in foreign currency ggeater than in the past. This is a trend duehéo t

company’s growing operations in foreign marketse Diverall impact is, however, so limited that cooe

risk cannot currently be considered material.

QUANTITATIVE INFORMATION

1 Assets, liabilities and derivatives by currency

Currencies
US dollar | Polish zloty IlD(anish British Swedish Swiss Othe(
rone pound krona franc currencies
1. Financial assets 135,088,941 94,490,089 17478, 39,390 2,353,154 14,535 23
1.1 Debt instruments - - - - - - -
1.2 Equity instruments - - - - - - -
1.3 Loans and receivables 135,088,941 940890, 17,774,418 39,390 2,353,154 14,535 23
1.4 Other financial assets - - - - - - -
2. Other assets - 604,411 - - . i
3. Financial liabilities 133,375,138 95,183,115 ,¥89,091 47,351 2,367,080 - 39
3.1 Financial liabilities 133,375,138 95,1B% | 17,769,091 47,351 2,367,080 - 39
3.2 Debt instruments - - - - - - -
3.3 Other financial liabilities - - - - - - -
4. Other liabilities 1,475 79,594 - - - - -
5. Derivatives - - - - - - -
5.1 Long positions - - - - - - -
5.2 Short positions - - - - - - -
Total assets 135,088,941| 95,094,500 17,774,418 39,390 2,353|1524,535 23
Total liabilities | 133,376,613| 95,262,70p 17,769,091 47,351 2,367|080 - 39
Difference (+/-)| 1,712,328 (168,209) 5,327 (7,961) (13,92h) 14,585 16) (

2 Currency risk measurement and management model atiter methods

With respect to currency risk, operating proceduesgiire foreign currency transactions to be hedgitd

the same currency and due date.
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3.3 OPERATIONAL RISKS

QUALITATIVE INFORMATION

1 General information, operational risk managementgoesses and measurement methods

Within the scope of business risks, operation&isrionsist of an extremely broad range, and theyoéien
considered residually after credit and market risks

In the light of the indications issued in the NewsBl Accord (and implemented by the “Supervisory
instructions for financial intermediaries includedhe Special List — circular no. 216 of 5 Aug@i896 and
subsequent updates”), the concept of operatioslakelates to the following causal categories:

° human resource: events due to error, fraud, vaoiatdf rules and internal procedures and, in génera
issues relating to the incompetence or negligefpersonnel;

° gystems: this category consists of everything irgatto the technological systems in use.
Accordingly, it encompasses IT system issues, pragring errors and interruptions in the network
and telecommunications infrastructure;

° processes: these are factors connected to theafjenedit process, such as violations of IT segurit
due to insufficient controls, transaction registnat and accounting errors and errors in the
measurement models;

© external factors: these are generally everythiag $hips past controls, such as changes in thegene
legislative context (with adverse effects on thenpany’s profitability), criminal or incidental acts
of any kind (theft, arson, etc.). This categoryldalso include reputational risk, i.e., potenksses
due to poor conduct with counterparties in genéfalvever, the company treats that separately, in
line with the New Basel Accord.

The logical scheme described above has been shdthdthe parent as part of the “Operational risk
management policy” of UBI Banca, with significarffeets on the risk management and measurement
system.

2 Operational risk management policies

Operational risk management begins with the congitba that risks related, in particular, to human
resources, systems and processes, can be minitmsétdroducing clear and well-defined management
procedures when responsibilities are assigned ahdhe appropriate internal control policies.

Accordingly, company processes are documentedtarrial procedures that provide for specific level 1
controls to ensure that the activities provided dog actually carried out. Any irregularities tlise are
investigated through a level 2 control system, righeo to assess the content of each irregularitgrims of
operational risk (with or without an impact on prafr loss).

As the efficiency and effectiveness of processdslgved to be key to ensuring the company’s tghit
continue as a going concern, the internal contrmttude level 3 controls which are also performed t

identify any steps to be taken on the individuagiet of operating activities.
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With respect to operational risk arising from eredrcircumstances, the company takes specific ptece
(insurance policies and advisory services fromdtip@rties) with the aim of minimising any eventatttby
their very nature, cannot be directly controlled.

1 Organisational aspects

In accordance with the above guidelines, operatioisks are managed on the basis of UBI Banca’'s
“Operational risk management policy”. The compauagrently uses the standardised method (as resblyed
the board of directors in 2008): transition to Huvanced methods to calculate the capital requinefioe
operational risks will take place using the methadd timeframe to be agreed during future meetiygthe
parent with the supervisory authorifiés

At organisational level, the following roles argué@ed:

° Operational Risk Manager (ORM), responsible, witthieir legal entity, for preparing the group
operational risk management policy with respeabgerational risk management aspects, reporting
to the parent's General Manager and participativiggn invited, in the parent's Operational Risk
Committee meetings. This position is held by UBtteas General Manager;

° Local Operational Risk Support (LORS), mainly suping the Operational Risk Manager in the
creation and coordination of the operational risanagement system in accordance with group
policy. At UBI Factor, this position is held by tResk Control Manager;

° Risk Champions (RCs), reporting directly to the @genal Risk Owners (OROs) through Local
Operational Risk Support (LORS) and overseeingmfran operational standpoint, that the
operational risk management process - in relatiotheir business area - is performed correctly.
They are also responsible for coordinating and stpyy the corresponding Risk Owners. At UBI
Factor, this position is filed by the heads of thenctions who report directly to general
management;

© Risk Owners (ROs), who are responsible for recaggisnd reporting any loss events (loss data
collection, “LDC") and/or potential loss eventssikiassessment, “RSA”) that arise. They report to a
Risk Champion. At UBI Factor, these duties areqrened by those who, as they operate within the
scope of the organisational units relating to theva Risk Champions, can recognise actual and/or
potential loss events attributable to operatiois&l factors in the scope of their day-to-day atitgi

° Insurance Function, assigned to specific figuresntified within the scope of the structures
responsible for claims management necessitatingranse coverage. These structures are also

responsible for the correct and complete survegihinsurance compensation and all supporting

¥ _The actions taken to monitor this risk were agreith the parent as part of the roll-out plan whiovided for the inclusion of UBI Factor (after
the relevant resolutions by the parent and the emwfiself) in the procedures for transition to #tvanced methods (AMA) to measure operational
risk before 31 December 2014.

The company’s board of directors approved use@fttvanced methods (AMA) on 17 June 2014.

After this resolution and as instructed by the pame December 2014, the roll-out plan was postpomatil 31 December 2015 and informed the
board of directors in its meeting of 16 Decembet£f20

During the first half of 2015, the parent informaell the companies taking part in the roll-out pamcluding UBI Factor) that the supervisory
authority had informed the group during meetingslééer the first report on operational risk usinternal AMA systems by UBI Factor (and other
companies) until 2016.
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information. At UBI Factor, an employee at the Milaffice has been assigned the role of the

insurance function.
The above positions are assigned automatically whey correspond with the appointment of a manager
(even on an “ad interim” basis) of a structure wehttre operational risk management system provides f
such position. The identification of structures dhe list of the people which, from an organisagiopoint
of view, are not in charge of organisational utatsvhich the role of Risk Champion and/or Risk Owoan
be assigned, is the responsibility of the Operafidtisk Manager assisted by the Local Operationsk R
Support. The configuration of roles is subsequeagigroved during the first Board's meeting heleathe
notification of the changed organisational chaougih a specific Board's resolution and finally pshéd in
the company’s body of rules.
In order to facilitate management of operationakés, the Local Operational Risk Support and trsi Ri
Champion may be assisted by one or more Delegatetidom the operational tasks are transferred, éxcep
for the responsibility or burden of control whigdmrains the sole responsibility of the delegatindybo
Furthermore, starting from 26 May 2014, followirttetcentralisation of UBI Factor’'s administrationdan
budgeting, planning and control activities with th&rent, management of the operational lossescktat
these activities is carried out by in service by Risk Champions and the Risk Owners identifiedhiwithe
parent’'s Administration and tax area. Moreover, UBinca — UBI Factor's Administration and Budging
function carries out in service the role of “Acctamt” (responsible for ensuring correct and congplet
recognition of operational losses). However, cossidy the importance of the operational risk manags
process, the entire company structure is involmecbntinuous monitoring activities and not just essarily
when performing a specific line control.
1.1 Risk management, measurement and control
Operational risk events are classified in accordamgth the “UBI Banca Group’s operational risk
management policy” and the related “ImplementingyiRation”, both approved by UBI Factor’'s Board of
Directors and in line with regulatory capital reguments.
As provided for by the “Operational risk managemeoticy”, the detection of operating losses and
conseguent measurement are performed on the Hasi® anacro activities: loss data collection anskri
assessment.
As part of loss data collection, risk owners suresy operating losses in the specific applicaticaden
available to UBI Factor (and other group companias)UBI Banca’'s portal. The information flow is
digitally transmitted to the respective risk chaampfor validation. The accountant, authorised toeas the
procedure, electronically validates the accoundiatn input in relation to the loss.
The purpose of calculating actual losses is, ialier;, for the parent’s subsequent reporting to ABlpart of
ABI's “DIPQO” (Italian database of operating lossgsdject.
The purpose of risk assessment activities is tonagt the company’s potential operating losses. The
company began performing these activities in 200t an initial risk mapping stage, mainly by arshg

internal rules and external regulations, historilceses and general market losses and by intemviewi

125



business unit experts throughout the entire procEss second stage of self risk assessment invdived
experts’ assessment of the level of operationdd Bgposure of the analysed activities, through a
combination of evaluations of the probability oftgutial events actually occurring, the potentiadtdor the
company is they were to occur and the perceivestefieness of controls in place at the time.

The analysis was also conducted for 2015 with thepaert of the parent and the results, which are

substantially line with 2014, did not highlight aagtical issues.

QUANTITATIVE INFORMATION

In 2015, loss data collection activities showedrapieg losses of €180 thousand (solely pure logsésno
overlapping credit risk).

In 2014, operating losses amounted to €138 thou@addding pure losses of €49 thousand and ovpitep
credit risk of €89 thousand).
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3.4 LIQUIDITY RISK

QUALITATIVE INFORMATION

1 General information, liquidity risk management presses and measurement methods

In general, this risk can arise from the compaiyability to gather funds or its ability to gathiem but at
higher-than-market costs (funding liquidity risky, from limits to the sale of assets (market ligfyidisk),
leading to losses.

2 Liquidity risk management

In general, this risk is limited for the companyi@sfunding is almost totally concentrated with LBanca

Group banks, as it shares their funding policy Basethe characteristics of loans.
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QUANTITATIVE INFORMATION

1. Breakdown of financial assets and liabilities bysidual contractual maturity

Currency: Euro + all other currencies, total

On demand

From1lto7
days

From 7 to 15
days

From 15
daysto 1
month

From1to3

months

From 3 to 6
months

From 6
months to 1
year

From1to3
years

From3to5
years

Over 5

years Open term

Assets
A.1 Government bonds
A.2 Other debt instruments
A.3 Financing
A.4 Other assets
Liabilities
B.1 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 Financing 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

159,165,084

159,165,084

714,833,039
714,833,039
708,302,611

6,530,428

1,633,228,327

120,989,485

120,989,485
284,826
1,632,943,

317,226,851

317,226,8%

01 -

1 245,286,2

4 245,286,
450,000,00!
450,000,0(
450,000,0

B7

D
0
DO

425,745,

P8425,745,136

373,193,6

373,193,4

373,193,

75
75
57

136 ,9678111

678,907,41

L

242,929,404

242,929,4

590,000,
590,000,000
590,000,000

52,751,2¢

D5 52,751,

8 116,391,3

P98 391349

A9 30983

30,763,594

27,390 -

27,390 -
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Currency: Euro

From 15 From1to3 | From3to 6 From 6 From1to3 | From3to5 Over 5
daysto 1 months to 1

month months months year years years years

From1to7 | From 7 to 15

On demand days days

Open term

Assets
A.1 Government bonds
A.2 Other debt instruments
A.3 Financing
A.4 Other assets
Liabilities
B.1 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 Financing 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

149,000,747

149,000,747
699,284,901

699,284,901

692,852,352

6,432,550

1,628,889,576

120,989,485
120,989,485

284,826
1,628,604,

F50

248,666,154

248,666,154

239,875,4

450,000,00
450,000,0
450,000,000

239,875,4

D
0

52

16384,759,699

D

00
D00

699 78869

606,723,76

206,461,524

206,461,5

590,000,
590,000,000
590,000,000

A9 30983

30,763,594

27,390

27,390




Currency: Other

On demand

From1lto7
days

From 7 to 15
days

From 15 days
to 1 month

From1to3
months

From 3 to 6
months

From 6
months to 1
year

From1to3
years

From 3 to
5 years

Over 5
years

Open term

Assets
A.1 Government bonds
A.2 Other debt instruments
A.3 Financing
A.4 Other assets
Liabilities
B.1 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 Financing 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

10,164,337

10,164,337
15,548,138

15,548,138

15,450,259

97,878

4,338,751

4,338,751

68,560,700

68,560,70

0

5,410,828

5,410,87

b 40,985,4

5 98Mm437

233,193,674
233,193,671
233,193,675

37 72,483,

72,183,643

[&]
'

6 36,467,881

36,467,88

il

15,987,727

15,987,727
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SECTION 4 - EQUITY

4.1 Equity

4.1.1 Qualitative information

The company’s equity is composed of share capéagrves and losses carried forward.

For prudential supervisory purposes, the comparigulzdes its capital requirement using the ruling

instructions of Bank of Italy.

It has a capital excess of €53.7 million considgiits capital requirements to comply with the swjsary

provisions.

4.1.2 Quantitative information

4.1.2.1 Equity: analysis

31.12.2015 31.12.2014
1. Share capital 36,115,820 36,115,820
2. Share premium 2,065,828 2,065,828
3. Reserves 99,705,526 97,232,743
- income-related 91,470,028 89,017,720
a) legal reserve 7,223,165 7,223,165
b) statutory reserve - -
C) treasury shares - -
d) other 84,246,863 81,794,555
- other 8,235,498 8,215,023
4. (Treasury shares)
5. Valuation reserves (425,294) (510,404)
- 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 dispgreaips - -
- Special revaluation laws - -
- Net actuarial losses on defined benefit plans (425,294) (510,404)
- Portion of valuation reserves of equity-aated investees - -
6. Equity instruments
7. Profit for the year 2,486,280 8,174,361
Total | 139,948,159| 143,078,34
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4.2 Regulatory capital and ratios

4.2.1 Regulatory capital

4.2.1.1 Qualitative information

A Dbrief description is provided on the main chagsistics of the components included in the caloomaof

Tier 1 capital and Tier 2 capitalised to calculiie company’s regulatory capital in the followiradple:

CAPITAL COMPONENTS USED TO COVER INTERNAL 31/12/2015
CAPITAL THAT MAY BE INCLUDED IN THE CALCULATION Amount May be included in
OF REGULATORY CAPITAL calculation
A TIER 1 CAPITAL INCLUDING ELEMENTS TO BE
" DEDUCTED
POSITIVE ELEMENTS
Paid-up share capital 36,115,820 36,115,820
Reserves 101,771,353 101,771,353
Profit for the year
Al. Total Tier 1 positive elements 137,887,173 137,887,173
NEGATIVE ELEMENTS
Other intangible assets 11,041 11,041
Loss for the year
A2. Total Tier 1 negative elements 11,041 11,041
IAIESA;)CAPWAL INCLUDING ELEMENTS TO BE DEDUCTEL 137.876.133 137.876.133
ELEMENTS TO BE DEDUCTED
A3. Total elements to be deducted
A. TOTALTIER 1 CAPITAL 137,876,133 137,876,133
B TIER 2 CAPITAL INCLUDING ELEMENTS TO BE )
" DEDUCTED (F+G)
B1 POSITIVE ELEMENTS
B2 NEGATIVE ELEMENTS 425,294 425,294
B3 ELEMENTS TO BE DEDUCTED
B. TOTALTIER 2 CAPITAL (425,294) (425,294)
C. Elements to be deducted from Tier 1 and Tier 2 cajal
P. TOTAL REGULATORY CAPITAL 137,450,838 137,450,838
TIER 3 CAPITAL
E. Total Tier 3 capital
TOTAL REGULATORY CAPITAL INCLUDING TIER 3
PP CAPITAL (P+E) 137,450,838 137,450,838
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4.2.1.2 Quantitative information

31.12.2015 31.12.2014
A. Tier 1 capital before the application of prudental filters 137,876,133 137,320,777
B. Tier 1 prudential filters: 0 0
B.1 Positive IFRS prudential filters (+) 0 0
B.2 Negative IFRS prudential filters (-) 0 0
C. Tier 1 capital before deductions (A+B) 137,876,133 137,320,777
D. Elements to be deducted from Tier 1 capital 0 0
E. Total Tier 1 capital (C-D) 137,876,133 137,320,777
F. Tier 2 capital before the application of prudental filters (425,294) (510,404)
G. Tier 2 prudential filters:
G.1 Positive IFRS prudential filters (+)
G.2 Negative IFRS prudential filters (-)
H. Tier 2 capital before deductions (F+G) (425,294) (510,404)
I. Elements to be deducted from Tier 2 capital
L. Total Tier 2 capital (H-1) (425,294) (510,404)
I. Elements to be deducted from Tier 2 capital
N. Required capital (E+L-M) 137,450,838 136,810,374
O. Tier 3 capital
P. Regulatory capital including Tier 3 capital (N+0Q 137,450,838 136,810,374
4.2.2 Capital adequacy
4.2.2.1 Qualitative information
Regulatory capital and prudential requirements 31.12.2015 31.12.2014
Tier 1 capital
- positive elements
- paid-up share capital 36,115,820 36,115,820
- reserves 101,771,353 99,298,570
- profit for the year 0 2,452,308
Total Tier 1 positive elements 137,887,173 137,866,698
- negative elements
- other intangible assets 11,041 545,921
- Loss for the year 0
- investments in banks and financial institutiohsnore than 10% of their
capital
Total Tier 1 negative elements 11,041 545,921
- total
- positive value 137,876,133 137,320,777
Tier 1 capital
- positive value 137,876,133 137,320,777
Regulatory capital including Tier 3 capital
- positive value 137,450,838 136,810,374
Capital position: capital requirements
-credit and counterparty risk - standardised method 105,916,553 98,776,346
- operational risk - standardised method 5,788,428 7,065,363
Reduction in capital requirements for financial intermediaries belonging to
banking groups or stock brokerage companies
- 25% of the sum of the captions: specific capigluirements (27,926,245) (26,460,427
Total capital requirements 83,778,736 79,381,282
Capital position
- excess / (deficit) 53,672,103 57,429,092
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The capital excess is calculated by applying thienguregulations about equity and the supervisory
requirements (Circular no. 216 of 5 August 1996),apecifically, by using the standardised methuuliad

to measure credit risk.

4.2.2.2 Quantitative information

Unweighted Weighted/required
31.12.2015 31.12.2014 31.12.2015 31.12.2014
A. RISK ASSETS
A.1 Credit and counterparty risk 2,379,845,058| 2,171,415,123| 1,765,275,848| 1,646,272,403
1. Standardised method 2,379,845,058| 2,171,415,123| 1,765,275,848| 1,646,272,403
2. IRB method
2.1 Basic
2.2 Advanced
3. Securitisations 0 0 0 0
B. REGULATORY CAPITAL REQUIREMENTS
B.1 Credit and counterparty risk 105,916,553 98,776,346

B.2 MARKET RISK
1. Standard method
2. Internal models
3. Concentration risk
B.3 Operational risk
1. Basic method
2. Standardised method 5,788,428 7,065,363
3. Advanced method
B.4 Other prudential requirements

B.5 Other calculation elements (27,926,245) (26,460,427)
B.6 Total prudential requirements 83,778,736 79,381,282
C. RISK ASSETS AND CAPITAL RATINGS

C.1 Risk-weighted assets 1,396,312,259| 1,323,021,367
C.2 Tier 1 capital/risk-weighted assets (Tier 1 tapatio) 9.87% 10.38%
C.3 Regulatory capital including Tier 3/Risk-weightestets (Total capital ratio) 9.84% 10.34%

As a financial intermediary and member of a banlgngup, UBI Factor applies a 25% reduction to dredi

and operational risks.
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SECTION 5 - BREAKDOWN OF COMPREHENSIVE INCOME

Gross
amount

Income taxes

Net
amount

10.

Profit for the year

3,576,358

(1,090,078)

2,486,2§

20.
30.
40.
50.
60.

70.

80.

90.

100.

110.

120.

130.

Other comprehensive income that will not be recla#fsed to
profit or loss
Property and equipment
Intangible assets
Defined benefit plans
Non-current assets held for sale
Portion of valuation reserves of equitgccounted investees
Other comprehensive expense, net of income tax thafll be
reclassified 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 flow hedges:
a) fair value gains (losses)
b) reclassification to profit or loss
c) other changes
Available-for-sale financial assets
a) fair value gains (losses)
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 equitgccounted 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),trd income tax

n]

n]

117,393

(32,283)

85,110

140.

Comprehensive income (Caption 10+130)

3,693075

(1,122,360)

2,571,39

135



SECTION 6 - RELATED PARTY TRANSACTIONS

IAS 24 provides a definition of a related party.
Specifically, the standard establishes a partgleged to a reporting entity if that party:
(a) directly or indirectly, through one or morednhediaries:

(i) has control over, is controlled by or is subj& joint control by the reporting entity (inclund

parents, subsidiaries and related parties);

(i) has significant influence over the reportinfity;

or

(iii) jointly controls the entity;
(b) is an associate (as per the definition in I8S hvestments in associates) of the reportingyent
(c) is a joint venture of which the reporting epii a venturer (see IAS 31 - Interests in joimtuees);

(d) is a member of the key management personnéheofeporting entity or of a parent of the repatin

entity;
(e) is a close family member of one of the persdestified in points (a) or (d);

(f) is a subsidiary, jointly controlled entity ossociate of one of the persons identified in po{djsor (e)

and these persons directly or indirectly hold aiicant percentage of the reporting entity’s vgtights;

(g9) is a post-employment benefit plan for the beregfemployees of either the reporting entity aremntity

related to the reporting entity.

IAS 24 subsequently defines a related party tramsa@as a transfer of resources, services or aiiigs:

between a reporting entity and a related partyandigss of whether a price is charged.
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Parent

Unione di Banche Italiane Societa per Azioni

Abbreviated name: UBI BANCA

Registered office: Piazza Vittorio Veneto, 8 - 22 B2rgamo

Tax code, VAT no. and Bergamo company registration03053920165

Member of the Interbank Deposit Insurance Fundiaiibnal Deposit Guarantee Fund
ABI 3111.2, Banks register no. 5678.8, Banking @r&wll no. 3111.2

Parent of the Unione di Banche Italiane Group

Management and coordination
The company is managed and coordinated by UnioBawiche Italiane S.p.A..

As required by article 2497-bis.4 of the ItaliarviCCode, the following table provides the key figa taken

from the parent’s most recently approved finansiatements at the date of preparation of this tepor
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Summary of the key figures of the company that marges and coordinates UBI Factor S.p.A. (article

2497-bis.4 of the Italian Civil Code)

UBI BANCA S.p.A - STATEMENT OF FINANCIAL POSITION

€000 31.12.2014 31.12.2013
ASSETS
10. Cash and cash equivalents 160,330 151,927
20. Financial assets held for trading 1,544,835 3,191,080
30. Financial assets at fair value through prafibss 193,167 208,143
40. Available-for-sale financial assets 18,066,883 14,753,276
50. Held-to-maturity investments 3,576,951 3,086,815
60. Loans and receivables with banks 14,055,649 13,487,366
70. Loans and receivables with customers 23,330,321 25,168,913
80. Hedging derivatives 647,972 215,310
90. Adjustments to financial assets subject to maedging (+/-) 5,583 5,418
100. Equity investments 9,624,011 10,608,614
110. Property and equipment 634,178 650,742
120. Intangible assets 410 410
130. Tax assets 1,688,730 1,727,626
a) current 331,162 322,536
b) deferred 1,357,568 1,405,090
- including as per Law no. 214/2011 1,234,949 1,238,386
140. Non-current assets held for sale and disposal group 507 2,329
150. Other assets 642,338 656,676
TOTAL ASSETS 74,171,865 73,914,645
€000 31.12.2014 31.12.2013
LIABILITIES AND EQUITY
10. Due to banks 19,140,417 24,285,811
20. Due to customers 7,065,270 7,223,913
30. Securities issued 36,545,668 30,211,092
40. Financial liabilities held for trading 722,181 1,531,436
60. Hedging derivatives 937,018 377,702
80. Tax liabilities 352,883 323,144
a) current 169,396 232,645
b) deferred 183,487 90,499
100. Other liabilities 751,071 631,077
110. Post-employment benefits 45,443 40,166
120. Provisions for risks and charges: 45,218 58,488
a) pension and similar costs 1,144 1,061
b) other provisions 44,074 57,427
130. Valuation reserves 164,951 -142,564
160. Reserves 2,354,285 2,337,924
170. Share premium 4,716,866 4,716,866
180. Share capital 2,254,371 2,254,371
190.  Treasury shares (-) -5,340 -6,121
200. Profit (loss) for the year (+/-) -918,437 71,340
TOTAL LIABILITIES AND EQUITY 74,171,865 73,914,645
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UBI BANCA S.p.A — INCOME STATEMENT

2014 2013
10. Interest and similar income 1,122,471 1,229,614
20. Interest and similar expense (1,026,027) (1,110,224)
Net interest income 96,444 119,390
Fee and commission income 83,474 94,789
Fee and commission expense (59,219) (89,550)
Net fee and commission income 24,255 5,239
Dividends and similar income 276,489 247,205
Net trading income 33,670 44,949
Net hedging expense (8,069) (4,182)
100. Gain on sale or repurchase of: 149,479 189,015
a) loans and receivables (9,324) (2,338)
b) available-for-sale financial assets 166,743 188,192
d) financial liabilities (7,940) 3,161
Net gain on financial assets and liabilities at f@lue through profit or loss 3,073 3,163
Total income 575,341 604,779
100. Net impairment losses on: (121,551) (228,482)
a) loans and receivables (116,738) (188,115)
b) available-for-sale financial assets (2,995) (21,768)
d) other financial transactions (1,818) (18,599)
Net financial income 453,790 376,297
Administrative expenses: (341,440) (326,588)
a) personnel expense (169,970) (153,453)
b) other administrative expenses (171,470) (173,135)
Net accruals to provisions for risks and charges (311) (1,354)
Depreciation and net impairment losses on propartyequipment (21,503) (22,850)
Other operating income 120,159 116,334
Operating costs (243,095) (234,458)
Net losses on equity investments (1,122,126) (316,397)
180. Gains on sale of investments 61 7
Pre-tax loss from continuing operations (911,370) (174,551)
Income taxes (7,067) 245,891
Post-tax profit (loss) from continuing operations (918,437) 71,340
Profit (loss) for the year (918,437) 71,340
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6.1 Remuneration of key management personnel

31.12.2015 31.12.2014
a. Directorg’ 103,133 97,688
b. Statutory auditors 66,807 162,635
c. Key management personnel 874,904 791,848
- including short-term benefits 874,904 791,848

- including termination benefits

(*) Including amounts paid to other group compareé€16,000

6.2 Loans and guarantees to directors and statutorguditors

The company has not given loans to or guaranteéeloalf of its directors and statutory auditors.

6.3 Information on related party transactions

Transactions with related parties take place oararis length basis or, if suitable market paransetr not

exist, based on the incurred costs.

6.3.1. Information on transactions with jointly cortrolled entities

The company does not have interests in jointly radied entities.

6.3.2. Information on transactions with other invetees with associates

The company does not have investments in associates

6.3.3. Information on transactions with companies wolly owned by the group

The following tables show transactions carried loptthe company with related parties which are group

companies.
Loans and Loans and
. receivabley Other Due to Due to Other Securities
receivableg . L ;
: with assets banks | customersg liabilities issued
with banks
customers
UBI Sistemi e Servizi 3,388,355| 65,978 338,868
UBI Academy 1,673
Interest |Commissior Interest Fee .an.d Administrative Other
X . commission .
income income expense expenses |income/expense
expense
UBI Sistemi e Servizi 1,999,288 123
UBI Academy 7,204
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6.3.4 Information on other related party transactions

The following table shows the transactions caroedt by the company and related parties, which lage t

parent and its subsidiaries.

Loans and Loans and
. receivables Other Due to Other Securities
receivables . Due to banks L )
A with assets customers liabilities issued
with banks
customers

Parent 24,929,613 - 3,511,508 2,106,674,66 3,303,912
Other group companies 3,870,364 27,649 50,355 6409 2,300,126
Joint ventures
Managers
Other related parties

Transactions with group companies affecting asaetsliabilities

Loans and Financial liabilities
receivables
Unione di Banche Italiane 28,441,121 2,109,978,579
Banca Popolare di Bergamo 555,857 1,512,673
Banca Popolare Commercio e Industria 1,398,787 371,796
Banca Popolare di Ancona 7,050 94,092
Banca Regionale Europea 632,911 496,712
Banco di Brescia 300,976 13,901,596
Banca Carime 214,001 6,311
Banca di Valle Camonica 704,155 47,412
IWBPI 103,715
UBI International 3,168 5,943
UBI Leasing 27,566
Pramerica 83
Transactions with group companies affecting incame expense
Interest Fee .an.d Interest Fee .an.d Administrative Other
income commission expense commission expenses | income/expensge
income expense
Unione di Banche Italiane 470,718 3,304,652 974,25 1,065,903 2,334
Banca Popolare di Bergamo 16 1,167 3,763,062 239,71
Banca Popolare Commercio e Industria 1,380 107 1,018,697 216,358 191
Banca Popolare di Ancona 289,890
Banca Regionale Europea 6 30 1,408,195 1,766,014
Banco di Brescia 6,871 1,445 1,042,891 66,980 24
Banca Carime 9,521
Banca di Valle Camonica 440 79 284,498
UBI International 49,394 15,105
UBI Leasing -55,678 13
SBIM 12,840
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SECTION 7 - OTHER INFORMATION

Disclosure of fees for the legally-required audit ad other non-audit services pursuant to article 149

duodecies of the Consob Issuer Regulation and artec2427.1.16-bis of the Italian Civil Code

As required by article 149-duodecies of the Conssduer Regulation, the following table provides
information on fees paid to the independent auslitkiPMG S.p.A., and its network companies for the

following services:

1. Audit services, which include:

a. Audit of the annual reports to express an opinierdon;
b. Review of the interim reports.

2. Attestation services, which consist of engagementghich the auditor assesses a specific element
that has been determined by another party resgentibrefor, applying the suitable criteria, in
order to conclude as to the reliability of suchcsfe element.

3. Tax advisory services.

4. Other services, which consist of all other engageme

The audit fees shown in the table, which relat@Qt5, are regulated by contract, including any it

(they exclude out-of-pocket expenses, any supewvisantribution, where applicable, and VAT).

As per explicit instructions, they do not includee$ paid to any secondary auditors or memberseof th

respective networks.

) Service provider Client Fees

Services (Euro)
Legally-required audit (*): KPMG S.p.A. UBI Factor S.p.A.
- 2015 annual report 138,645
- Review of half-year reporting package 28,450
Attestation services:
- UNICO, IRAP, simplified and ordinary 770 tax forms KPMG S.p.A. UBI Factor S.p.A. 3,225
- Review of English-language annual report KPMGA.p UBI Factor S.p.A 10,000
- Review of Polish annual report (local GAAP) KPM@adyt Sp.k. UBI Factor S.p.A. 16,482
- Analysis of transfer pricing documentation KPM@&x M.Michna Sp.k{ UBI Factor S.p.A 10,874
Total 207,675

143



STATUTORY AUDITORS' REPORT
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artt. 14 e 16 del D.Lgs. 27 gennaio 2010, n. 39, e dell’art. 165 del D.Lgs. 24 febbraio 1998, n. 58, dalla quale risulta
che, sulla base del lavoro svolto, il bilancio € conforme alle norme che ne disciplinano i criteri di redazione e pertanto
¢ stato redatto con chiarezza e rappresenta in modo veritiero e corretto la situazione patrimoniale e finanziaria, il

risultato economico e i flussi di cassa della Societa.

i

&

UBI Factor S.p.A. Societa con Socio Unico UBI BANCA S.p.A. Iscritta nell‘&enco speciale dicui all' art. 107

Sede Legale e Direzione Generale - 20121 Milano alla cui attivita di direzione e coordinamento D.lgs.385/93 - Albo dei Gruppi Bancari n. 3111.2
Via Fratelli Gabba, 1 - Tel. +39 02 77 661 € assoggettata - R.E.A. Milano 1075242 Cod. ABI 13565 - www.ubifactor.it

Unita Operativa - 33170 Pordenone Capitale Sociale int. versato € 36.115.820 Aderente alla Factors Chain International (‘}
Via Giardini Cattaneo. 4 - Tel. +39 0434 22 42 11 Partita IVA - Codice Fiscale 06195820151
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