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Directors Report on Management Performance

Dear Shareholders,
we highlight the following major events that ocadrduring the year just ended:

* On 4 February 2016, Stepstone Financial Holdingsr 8. (hereinafter, Stepstone FH), the
previous Single Shareholder and Banca Sistema S(pefeinafter Banca Sistemd) reached
an agreement regarding the transfer to the lattdreoCompany’s entire share capital, subject to
authorisation of the Supervisory Authority;

e regarding the request made in October 2015 to btedliin the register of Financial
Intermediaries under amended article 106 of thesGamated Law on Banking, on 22 April
2016, the Bank of Italy informed the Company tlint procedure had been initiated with effect
as of 6 April 2016;

e With provision no. 821439 from 23 June 2016, thelBaf Italy granted authorisation to Banca
Sistema to acquire a 100% equity interest in then@my;

« With regard to fulfilment of the above mentionedemment dated 04 February 2016, on 28
June 2016 the company - having received officigirapal from the Bank of Italy - repaid
Stepstone FH the subordinated loan granted forawgy purposes of Euro 10,000,000, along
with the interest accrued from the date on whi@hltan was granted, and

« on 1 July 2016, at the offices of the notary Cattlin Milan, the transfer of shares from the
previous Single Shareholder to Banca Sistema wasided. From that date, Beta Stepstone
became part of the Banca Sistema banking grouBanda Sistema assumed the management
and coordination activitiesThe latest financial information available for Ban8istema are
reported in the Notes to the financial statementsSéction 6 - Related party transactions,
pursuant to Article 2497-bis, paragraph 4 of tiadidh Civil Code.

* On the same day, after the previously mentionetsfea of shares, a shareholders’ meeting was
held and the new members of the Board of Direcois the Board of Statutory Auditors were
appointed. Mr. Fausto Galmarini, already the CE@s weconfirmed for that role;

« On 29 July 2016, taking into account the indicatioaceived from the parent company, the
Company’s Board of Directors approved the plan tfug merger by incorporation of Beta
Stepstone S.p.A. into Banca Sistema S.p.A., withli§ation being subject to authorisation by
the Supervisory Authority, and in this context,ildetated to continue commercial operations
until the merger exclusively with “revolving” custers, channelling the new assignment
transactions to Banca Sistema through an ad h&abootion agreement;

e On 16 September 2016, the Company and Banca Sistgmed the aforementioned

commercial collaboration agreement, setting thatised economic conditions;



By letter on 28 September 2016, having acknowledbedauthorisation request for the merger
by incorporation presented by Banca Sistema, thpeiSisory Authorities informed the
Company of the suspension of the registration ghoeeterms under amended article 106 of the
Consolidated Law on Banking pending the final ootemf the merger project;

Through an order on 7 October 2016, provided pumstmarticle 57 of Legislative Decree no.
385 of 1 September 1993, the Bank of Italy autlearithe merger of the Company into Banca
Sistema;

On 26 October 2016, the Board of Directors defisiff approved the plan for the merger by
incorporation of Beta Stepstone S.p.A. into Banstea S.p.A,;

On 12 December 2016, the deed of merger by incatipor of Beta Stepstone into Banca
Sistema drafted by Mr Luigi Augusto Miserocchi, aigt public (rep. no. 104594 folder no.
21786) was signed, with legal and tax effect frodafiuary 2017. Beginning on this latest date,
pursuant to Article 2504 bis of the Italian Civib@e, Banca Sistema acquired all the assets and
assumed all the liabilities previously belonginghe Company;

On 1 January 2017, as a result of the merger, Befastone has ceased trading.



Domestic and international macro-economic overview

Global economic conditions have improved sligh®pyrce: Bank of Italy economic bulletin January
2017). A number of uncertainties continue to wedghthe outlook. Prospects for the United States
will depend on the economic policies enacted bynihe administration which have yet to be worked
out in detail. The announced fiscal policy measwadd have an expansionary effect although it is
difficult to quantify at the moment, but negativiéeets may result from the adoption and spread of
restrictive trade measures. Global growth could sheved by turbulence in emerging market

economies associated with the normalisation of W8&atary policy.

Expectations in the financial markets of an expamesiy budgetary policy and higher inflation in the
United States, which emerged after the presidealigitions, have triggered a shift in portfoliognfr
bonds to equities. Long term yields have also rinesther advanced economies, but only to a limited

extent due to a divergence of monetary policies.

Capital outflows from emerging economies have reslinGrowth in the Euro area continues at a

moderate though gradually strengthening pace.

The risks of deflation have decreased; inflaticcréiased in December but core inflation is stilbat
levels. In order to maintain adequate expansiveataoy conditions and ensure inflation continues to
move upward, the ECB’s Governing Council has detideextend its bond purchasing programme at

least until December 2017, or beyond, of necessary.

According to the latest available indicators, ituson the Italian economy continued to recover, even

if only moderately.

Considering the trends in industrial productioecéiical consumption and freight transport, whitth a
recorded growth, and the business confidence itaiicavhich are at high levels, GDP is estimated to

have increased at a rate of around 0.2% in théHa@uarter of 2016 compared to the previous period.

Economic activity was stimulated by a pick-up ivéstments and increased household spending.
Signs of stabilisation in the construction sectord especially in the residential sector, have been
confirmed. The downward trend in the consumer ctanfce index, which started in the beginning of

the year, stalled in December.

The Bank of Italy’'s TARGET2 debtor position remainessentially unchanged in the last quarter of
2016, reaching 357 billion Euro at the end of DelsemConsidering the balance of payments figures
(for which data is available up to November), thenttuous widening of the balance between
January and November can be attributed above athéodiversification of Italian households

portfolios towards asset management services awtance products - which are characterised by
investment policies that are less biased towardsedtic assets - and from the drop in bank funding
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on the international markets, which coincided wvitib creation of liquidity through the Eurosystem

programmes. The surplus in the current accountdw@sded a further improvement.

In the third quarter of 2016, total employment 8isdxd and the number of employed workers, both
fixed term and permanent, increased. The latestaui indicators point to a moderate expansion in

employment in the final months of 2016.

During the year, the trend in private-sector satamlecreased considerably, impacted by both the
delays in many renewals, and from the lack of galareases given in 2016: the significant freeze i

contractual salaries has impacted nearly half gfqgied workers.

The forecast for the Italian economy, updated basethe most recent developments and corrected
for the number of working days, indicate an averageease in GDP of 0.9% in 2016. For this year, it

is expected to grow at about the same pace of (b8%ére increasing to 1.1% in both 2018 and 2019.

Economic output will still be driven by domesticndend already in this year, and also by the gradual

strengthening in foreign demand.
The level of GDP in 2019 will still be about 4 pentage points lower than 2007.

The economic framework assumes a continued modienageof long-term yields and relaxed credit

standards in terms of cost and availability.

Overall, it is estimated that the risks to growgmain primarily oriented towards the downside. e Th
main factors feeding the uncertainty, apart fromm fmancial conditions, stem from the global

situation.

In contrast to the main assumptions underpinniegptiojections, the risk is particularly high thia¢ t
global economic recovery may be affected by thergemee and spread of protectionist policies

along with possible turbulence in emerging econsmie



Public Finances

Estimates based on information, that are still iprieary, provided by the Bank of Italy (cfr.
Economic Bulletin of the Bank of Italy - JanuarylZ(, suggest that, in 2016, public administration
net borrowing would decrease compared to 2015 laatdthe reduction could even be slightly greater
than the decrease communicated by the governm&wgtember’s Update of the 2016 Economic and
Financial Document. Moreover, the ratio of debGIDP is estimated to have grown slightly. Official
assessments indicate that the budgetary provisiortbe three-year period 2017-19 grew the deficit

by about half a percentage point on average of GidRpared to the current scenario.

In 2016, state sector borrowing reached 47.7 hill€uro, a decrease of about 11 billion Euro
compared to 2015. In the first eleven months of ylear, the general government borrowing
requirement net of real estate sales, came tolbifich Euro, around 10.5 billion Euro less thae th

corresponding period of 2015.

Based on estimates released by Istat, in therfingt months of last year, net borrowing by the jubl
administration was 2.3% of GDP compared to 2.6%ntegd in the corresponding period of 2015.
The increase in primary current expenditures (1,2@)ven by the growth in intermediate
consumption expenditures (2.4%) and cash sociakftien(1.8%), were more than offset by the
positive trend in inflows (0.9%), lower interestypgents (-2.6%) and by a reduction in capital
account expenditures (-8.1%). Regarding this Iegn,i fixed gross investments posted a modest
decline of 0.5% while the reduction in other cdp#tecount expenditures was more significant at -
19.1%.

At the end of November government borrowing amodinee?,229.4 billion Euro, an increase of 56.7
billion compared to the end of 2015. Given the wtidun in the Treasury’s cash balance of around 3
billion Euro and the government’'s probable caslplsisrin December, in 2016 the ratio of debt to

GDP is expected to have increased by less tharalmdfcentage point.

In December, Parliament approved the budgetaryisioms for the three-year period 2017-19. These
include expansionary measures valued at aboutlRénbagainst funding generation of just over 13
billion. The budgetary provision with the most inagp@n the public finances is the cancellation, for
this year only, of the VAT rate increase which,@ding to current legislation, would have generated
more than 15 billion in additional revenue. An dubial 11 billion or so were allocated almost
entirely to increased expenditure aimed at boostivgstments and providing income support to
certain segments of the population. Finally, fuhdse been allocated for multi-year expenditures
related to managing seismic emergencies. Half ef fthancial coverage comes from expected
revenues from anti-tax evasion measures and td&ctioh measures such as the extension of the

voluntary disclosure deadlines and settlementscandessions in tax collection cases.
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According to official assessments the provisionk bving net borrowing to 2.3% of GDP this year,
0.7% higher than that current trend.

According to the government’'s estimates for the-ywar period 2018-19, the deficit will decrease
more rapidly than in 2017, in large part due to itherease in indirect taxes under the safeguard
clauses, from greater permanent income from artieasion measures and from the delay, as

provided for in the budgetary provisions, of caertaapital expenditures in the period from 2019 to
2020.
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The banking sector

Based on information provided by the Bank of Itéd§r. Economic Bulletin of the Bank of Italy -
January 2017), in the three months ended in Noveniding to the private non-financial sector
grew slightly (1.1% adjusted for seasonality anduatised). Household lending accelerated to 2.1%
with continued robust growth both in consumer drédi7%), driven by the trend in disposable

income, and from home mortgages (2.0%), which Isxawith the increase home sales.

In November, the increase in lending to businesses marginally positive over the three months
(0.3%, adjusted for seasonality and annualised) wad unchanged over the twelve months.
Differences persist based on the economic sectmding to companies in the services sector
continued to increase (2.3% over twelve monthsgredis loans to manufacturing companies dropped
slightly (-0-5%). The contraction in lending to sbruction firms continues to worsen (-5.4%).
Lending to firms with 20 or more employees has misaky flat at 0.4%, while the decline in lending

to smaller sized firms slowed slightly to -3.2%.

Between August and November total funding of Iltallaanks remained substantially stable. The
increase in resident deposits and the greaterfusdimancing transactions with the Eurosystem have
somewhat offset the drop in bonds held by househdiie placement of bonds with intermediaries

and institutional investors has continued to declin

The demand for business loans has remained sub#itanhchanged. Demand from households for
home mortgages and consumer credit have contimuetréngthen and are driven by low interest

rates and the improved outlook in the real estateket.

Banks have made use of the Targeted Longer-Termdeing Operations (TLTROZ2) mainly to take
advantage of the very favourable interest rate® [iquidity obtained overall was used, and will
continue to be used to replace the refinancingagjmers with Eurosystem, to grant loans to firms and
households and, to a lesser extent, to replace otariring debt. The operations have had a positive

impact both on the lending policies and on the seamd condition offered on loans to customers.

The cost of credit is currently at historically ld@vels. In November, the average interest rateemm
business loans continued to decrease by 10 baisits po 1.6% compared to August. The cost of new
mortgages dropped by 15 basis points to 2.2% %edfrate loans, and by 10 basis points to 1.7% for
variable rate loans. The spread with the euro-avesage remained practically nil for loans to firms

and was very narrow for those to households (2 lpménts).

The improvement in the economic outlook continuageha beneficial effect, albeit gradual, on the
credit quality of Italian banks. In the third quarbf 2016, the ratio of new non-performing loand a

receivables to total outstanding loans fell thie@this of a percent from 2.9% to 2.6% on a seagonall
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adjusted annualized basis. The ratio fell by faunths of percent 4.1% for loans to firms and by two

tenths of a percent to 1.7% for those to households

According to ABI, the stock of net non-performirgahs at the end of 2016 totalled 86.9 billion Euro

representing 4.89% of total loans.

The profitability of the significant banking groumminished in the first nine months of 2016
compared with the same period last year: annuai@& dropped to 1.4% from 3.8%. Net interest

income and other income decreased by 4.3% and rdsjectively.

Operating costs increased by 6.1%, mainly due ®® dktraordinary expenses associated with
voluntary redundancy schemes for some personneléhaontributions to the deposit guarantee and

resolution funds.

Gross income diminished by about one fifth. Writemtds of loans and receivables rose by 20.6 per

cent, following the significant increase in the N&lverage ratios by some banks.

Capital adequacy improved slightly in the third qea The CET1 ratio for the significant banking

groups averaged 11.9% of risk-weighted assets tdlfolbiasis points higher than in June.

At the end of December, the Government authoribedfihancing of possible measures, in the form
of guarantees for newly issued liabilities or calpihjections, to support Italian banks or banking
groups, up to a maximum of 20 billion Euro for 2017 will proceed with the precautionary

recapitalization requested by Banca Monte dei RadtclSiena, in compliance with European

regulations on bank recovery and resolution antkStial.
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The Italian factoring market

The lItalian factoring market represents a significahare of both the worldwide and European
factoring markets (about 8% and 11%, respectivetoaling to the latest information provided by
EUF) and is equal to about 12% of GDP.

According to Assifact, turnover realised by operatm the sector totalled 202,402 million Euro in

2016, an increase of 9.53% with respect to the gear.

Unlike the trend in bank loans, which were severghpacted by the economic crisis that
characterised the last 9 years, factoring saw goatis growth in business over the same period (from
the pre-crisis period in 2007 to 2016, turnoveréased by 60%), demonstrating a certain resilience

to negative economic events, as well as beinglgleati-cyclical.

Outstanding receivables at 31 December 2016 tdtaéle billion Euro, an increase of 6.12% with
respect to 2015. Without recourse (including perendly acquired position) represents 69.5% of the

total versus 30.5% for with recourse.

The total of loans (advances to sellers and coretide for permanently acquired loan positions) was

49.7 billion Euro, an increase of 8.43% with respiedhe previous year.

The capacity of the sector to support businessgagithe downward phase of the cycle is related to
the operators’ unique approach to managing risksghich evaluation is not limited to the party being

financed, but the quality of the factored receieabband the solvency of the debtors are also
considered (payments are monitored on a daily paBie attention paid to managing the factored

receivables allows for risk to be significantly teetcontained with respect to normal bank loans.

From preliminary estimates provided by Assifactaosample of 16 members, gross doubtful loans in
the factoring segment at 31 December 2016 were/3 @0total exposure (less than one third of the
figure reported by Banks), the unlikely to pay gaty was 1.45%, and the non-performing past due

exposures were 2.02%.

With regard to the geographical breakdown of thieise(sample of 21 members representing 91% of
turnover), the most developed areas is Lombardyoj3dollowed by Lazio (24%), Piedmont
(11.7%), Veneto and Emilia Romagna (both at 6.58jpwed by Campania (4%) and Tuscany
(3.5%).

With regard to assigned debtors, most are locatetlazio (27%), in Lombardy (21%), Emilia
Romagna (7.6%), Piedmont (7.5%), Veneto (6.5%), fGaamia (6.4%), Tuscany (4.9%), and Sicily
(3.5%).
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More than 23% of outstanding receivables are Pubtministration debtors, while the sector’s

exposure is 17%.

The non-performing exposures account for 6.67%fafl gross exposures (down from 8.6% in 2015).
Doubtful receivables make up 48%, non-performingtmiue exposures 30% and unlikely to pay
22%. With recourse transactions account for theoritgjof loans in both the non-performing and

doubtful categories.

With reference to the Public Administration, at B&cember 2016, 35% of outstanding credit was
past due (of which 58% was more than one yearchast Past due certified receivables account for
3.10% of the total.

With reference to the economic sector, 48% of &t due are from National Health Service entities,

27% from Central Administration offices, and 23%rfr the local authorities.

With regard to the breakdown by territory, 39% aispdue receivables refer to entities located in
Lazio, 16% to entities located in Campania, 8% iti§ 7% in Calabria, 6% in Puglia, and 5% in

Tuscany.
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Summary of Company performance and management restsl

Notwithstanding the efforts made over the yearshaylast three governments with disbursement of
56 billion Euro overall (the most robust since #mactment of Legislative Decree no. 35 of 08 April
2013, converted by Law no. 64 of 06 June 2013gtluce the stock of certain, liquid and collectable
pre-existing Public Administration debt, and thengposition of the EU regulation on late payments
that exacerbated the amount of default interestpyyments beyond 30 days (60 days for some
entities of the national health service locatedRiegions subject financial recovery plans), public

entities continue to have difficulties in fulfilgnpayment commitments at agreed due dates.

An estimate by the Bank of Italy in June 2016 phéstotal debt owed by the Public Administration at
65 billion Euro, 31 billion of which are “physiolagal” and 34 billion are past due. The previously
mentioned statistics as of 31 December 2016 reggrpast due debt provided by Assifact are

emblematic in this regard and evidence that thempmenon persists.

For suppliers, the assignment of loans and reckisafrom public entities, especially without
recourse, has represented, and will continue toesept an important tool for rebalancing their
finances and for entrusting judicial credit recgvép third parties. In this context, the sector has
performed, and will continue to perform, an impatteole in supporting SMEs even in relation to the
difficulties in lending that have come forth in lsamg system because of increased risk and the

subsequent capital reinforcement requirements frenSupervisory Authorities.

However, the Company was unable to take advanthgieeofavourable conditions of this specific

market, despite have plenty of liquidity, becauseds instructed by its former parent company to
curb operations because of the advanced negosatidth a banking group, negotiations that were
concluded on 4 February 2016 with the signing ofagreement in which Stepstone FH, the former
Single Shareholder, would transfer 100% of its eh&p Banca Sistema, subject to authorisation from

the Supervisory Authority.

Having received the necessary authorisations, @wlyl 2016 the former Single Shareholder and
Banca Sistema signed the closing agreement anbdeogaime date the Company became part of the

Banca Sistema Group.

In the second half of the year, in connection wite proposed merger of the Company into Banca
Sistema, commercial operations were in large gahoelled towards the parent through an ad hoc

collaboration agreement (the Company continuedatipgr only with revolving customers).

Consequently, turnover was impacted by the abovgiored constraints reaching 37.4 million Euro,

a decrease of 14% with respect to 2015.
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Considering (i) the plentiful amount of liquiditwailable and (ii) the agreements between the buyer
and the seller, even from a cost management pbiview, on 28 June 2016, the Company repaid the
subordinated loan to the former Single Sharehalgented for regulatory purposes, in advance and
without penalty, including accrued interest frone tlate on which the loans was granted, upon

receiving clearance from the Bank of Italy.

As mentioned in the previous report to the finansiatements, in January 2016, the Company, with
the support of its tax consultants, filed a dethitblefence with the Inspections Division of the
Revenue Office regarding the observations in thetalit report (PVC) issued on 04 December 2015
by the Revenue Office regarding the 2012 tax yeatlenging the transfer pricing on intercompany

loans.

In the first half of 2016, the Company provided tRevenue Office with additional requested
documentation (always regarding transfer pricingraercompany loans but this time with reference
to the 2011 and 2013 fiscal years, as well as m&ion and data related to, and provided by the

former Single Shareholder. As of today, no measwege issued regarding the 2012 tax year.

However, on 14 December 2016, the Revenue Offitiietbthe Company of two assessment notices
regarding the 2011 tax year (one for transfer pgdor 1,093 m, and the other for withholding tax f
1,404 m). A specific provision for these assessmenats not made since the Company feels that it has
fully complied with the regulations and intendspiesent its case in the appropriate forum. In that
regard, Banca Sistema (who took over Beta Stepstereresult of the merger with effect as from 1st
January 2017), obtained eligible guarantees andraminal indemnities from the former sole

shareholder of Beta Stepstone (Stepstone Finardoldings).

Operating results

Revenues derived from interest on loans and relsleisavithout recourse (from the assignor), from
legally established late payment interest (fromdabtor), from capital gains (difference between th
nominal value of collected receivables and the #&sed cost), and interest on bank deposits,
decreased by 3.3% with respect to the prior peaitributable to the decrease in portfolio loans and
receivables resulting from collections volumes bdiigher than new acquisitions, and to the decrease
in bank deposits from the early repayment to thenéw Single Shareholder of the subordinated loan

granted for regulatory purposes.

Despite the drop in turnover for the reasons maeetioabove, commission revenues recorded an
increase of 2.8% attributable to a non-recurrirgpme item (231 penalty) collected from an assignor
on some legally actioned loans and receivablesvfoch the legal rate of interest was recognised by

the courts, and not the late payment interest dougpto Legal Decree 231.
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Repayment of the subordinated loan mentioned pusiycallowed for a significant reduction in the

funding costs (-68%) which more than offset thgttlidrop in revenues.

This resulted in a significant improvement in thed imterest and other banking income which grew by

19.6% with respect to the previous year.

With regard to operating costs, there was an additidecrease in personnel costs (-15.8%) following
the redundancy of 4 resources (one of which wasn#s manager), and the transfer of 3 resources
(including one senior manager) to the parent comfanca Sistema in fourth quarter, despite the

“extraordinary” incentive paid to a redundant exe®u

Administrative expenses also decreased, down -23%pared with the previous year, mainly from

lower consultancy and legal expenses.

The total write-backs resulting from the collectiohmore late payment interest and impaired loans
and receivables than expected is significantly wetlwe figure from the previous year because of the
lower volume of collections and for the lack of teordinary” compensation recorded in 2015 tied to

late payments by certain debtors. The exigt@icuch a significant write-back amount, even in

the current year, demonstrates the continuous posdedopted by the Company in estimating

provisions. With regard to default interest, whiweais accounted for only after the judicial assessmen

it should be noted that the company policy requar@8% lump-sum adjustment that is supported by a
historical series collection data from completedgements which show that recovery is more that
90%.

In 2016, taxes again benefited from the abatemesulting from ACE (aid to economic growth)
which is granted though regulation to companie$ st\@ngthen their financial position or reinvest

their earnings. The overall rate was 21% versus B12015.
Profit after tax was down 14.8% on 2015.

Net profit on the other hand was substantiallyime with the previous year despite a slow down in

operations.
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Main operating information

The following tables provide a comparison of turagwutstanding receivables, and collections at 31
December 2016 and 31 December 2015.

Turnover

Millions of Euro 2016 2015 Change

Without recourse

CALABRIA 8.0 4.7 71%
CAMPANIA 3.4 6.6 -49%
Total Without Recourse 11.4 11.2 1%

With recourse

CALABRIA 17.3 17.9 -3%
CAMPANIA 3.7 55 -33%
LAZIO 2.7 6.1 -55%
MARCHE 1.0 13 -22%
MOLISE 0.1 0.4 -74%
SARDINIA 13 1.5 -16%
Total With Recourse 26.1 32.7 -20%
Total turnover 37.4 43.9 -15%

The number of invoices acquired in 2016 were 1@82vhich 838 with recourse) compared to 1.265
(of which 931 with recourse) in 2015.

Distribution of assigned debtors by geographical aa

Turnover by region 2016 Turnover by region 2015

1%

H CALABRIA 3% m CALABRIA
m CAMPANIA 3% B CAMPANIA
LAZIO 4% u LAZIO
B MARCHE M SARDEGNA
m ALTRI ® MARCHE
m MOLISE
VENETO
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Outstanding receivables 4t face value, excluding default interest receivabb)

Outstanding receivables at their nominal value At132016 are geographically distributed as

follows:

€/million 2016 2015 % Change
CALABRIA 393 38.8 22%
CAMPANIA 50 4 20.9 3%
LAZIO 7.1 11.2 37%
VENETO 4.1 0.0 100%
OTHER 0.8 0.2 411%
TOTAL 62.7 71.1 “12%

Distribution by product

€/million Without recourse  With recourse
CALABRIA 25.4 5.0
CAMPANIA 16.2 4.9
LAZIO 45 25
MOLISE 0.01 0.0
PUGLIA 0.03 0.0
VENETO 0.0 4.1
TOTAL 46.2 16.5

Distribution by geographical area

Outstanding by region 2016 Outstanding by region 2015
% 0%
0% 0% 0%
11% 0 0%
B ABRUZZI m CALABRIA
H CALABRIA
= CAMPANIA m CAMPANIA
H LAZIO
VENETO = LAZIO
Collections
Collection detail Fiscal year 2016 Fiscal year 2015
Capital balance of without recourse receivables 15,263,941 24,308,432
Capital balance of with recourse receivables 30,128,56 20,586,298
Interest on receivables without recourse 4,292,09 10,749,957
Total 49,684,60 55,644,687
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Human Resources

As at 31 December 2016, excluding the Chief Exeeubfficer, the Company had 12 employees.

Managers

Middle
managers

Office workers

TOTAL

of which:

Managers

Middle

managers

Office workers

TOTAL

Note that 3 of the 7 leavers (one manager, onelmiddnager, and one office worker) were hired by

Employees at 31 Joiners Promotions Terminations/Leavers  Employees at
December 2015 31 December
2016
2 - - 2 0
7 - - ) 5
10 - - 3) 7
19 - - (@) 12
Naples office Milan office Employees at
31 December
2016
0 0 0
4 1 5
7 0 7
11 1 12

the parent Banca Sistema in the second half of #0ti@w of the merger of the Company.
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Exposure and management of financial risks

Information related to the Company’s exposure taficial risks and the management policies are

illustrated in the notes to the financial stateraéntpart D - Other disclosures.
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Commentary on the financial results

Income statement

In€
2016 2015
10 Interest and similar income 4.962.19 5.132.0%3
20 Interest and similar expense (516.102 (1.593.79p)
Net interest income 4.446.09 3.538.247
30 Fee and commission income 1.311.514 1.275.020
40 Fee and commission expense - -
Net fee and commission income 1.311.514 1.275.040
Total income 5.757.60 4.813.247
100 |Net impairment losses/reversals of impairment lgss®e 1.340.61 3.113.045
a) financial assets 1.340.618 3.113.045
b) other financial transamtis - 0
110 |Administrative expenses: (3.046.656 (3.683.41p)
a) personnel expenses (1.659.837) (1.971.853)
b) other administrative erges (1.386.819) (1.711.559)
120 |Depreciation and net impairment losses on propamy equipment (12.91R) (32.480)
130 |Amortisation and net impairment losses on intaregéssets 17.222) (54.481)
150 |Net accruals to provisions for risks and charges (500.000
160 |Net other operating expense (55.110] (84.379)
PRE-TAX PROFIT FROM CONTINUING OPERATIONS 3.466.324 4.071.64(
190 |Income taxes on continuing operations (731.442 (1.270.04p)
PROFIT FOR THE YEAR 2.734.88 2.801.596

The 2016 financial year closes with net income wfdE2,734 thousand after recording income taxes
of Euro 731 thousand.

The positive change in interest margins is tieth®osignificant reduction in funding interest resg
from the Company’s full repayment during the perital the (former) single shareholder, of the

subordinated loan using its own available funds.

With respect to interest income: late payment ex¥eifrom debtors (without-recourse operations)
remained stable, interest earned from customenmsitbirecourse advances increased, while interest
on bank deposits decreased because of the reductitbe bank balance following the repayment of

the subordinated loan mentioned previously.
Net commissions are in line with previous year.

Fixed costs decreased significantly both as a tredulower personnel costs (7 fewer employees
compared to 2015) despite the payment of a leanicentive to a manager (€100k) and as a result of

lower administrative expenses (consultancy and kqgaenses).
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The composition of interest and similar incomeasaded below.

31-dic-16 31-dic-15 Change
Default interest 3.426.930 3.469.955 -1%
Interest income - customers 1.778.625 1.308.713 36%
Other interest income - debtors' compensation, etc. - 343.035 -100%
Interest income - banks 234.727 488.900 -52%
Total interest income 5.440.281 5.610.602 -3%
Write-down of default interest (959.668) (648.403) 48%
Interest income, net of write-down 4.480.613 4.962.200 -10%
Realised gains 1.903.462 1.330.859 43%
Gain / Loss from application of IAS (1.421.881) (1.161.036) 22%
Total Gains / Losses 481.581 169.824 184%
Interest and similar income 4.962.193 5.132.023 -3%

Interest expense decreased by 68% compared togh®ys year as a result of the repayment of the

subordinated loan to the former single shareholder.

31-dic-16 31-dic-15 Change
Interest and financial charges 577 33.090 -98%
Interest expense and bank charges 15.799 50.620 -69%
Interest expense - Shareholder Loan 310.086 -100%
Interest expense - Subordinated Shareholder Loan 499.726 1.200.000 -58%
Total interest and similar expense 516.102r 1.593.796 -68%

Economic effect amortised cost receivables witl

The increase in total income and the simultaneedsation in fixed costs led to an improvement in

profitability from ordinary operations.

The decrease in pre-tax profit is attributableotodr write-backs on default interest receivabl€sl &2
was positively impacted by extraordinary compemsatieceived from some debtors from the
Campania region, who were tied to late payments gortion of the receivables included in the

memorandum of understanding that had been enteteavith the Campania Region).
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Profit after-tax is essentially in line with thdttbe previous year thanks to lower taxes from wppl

the ACE tax incentives.
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Statement of financial position

In €
Assets 31/12/2016 31/12/2015
10 | Cash and cash equivalents 1,762 1,937
40 | Available-for-sale financial assets
60 | Loans and receivables 83,454,127 105,580,711
with banks 14,360,698 28,765,262
with customers 69,093,424 76,815,448
100| Property and equipment 30,533 96,352
110| Intangible assets 13,656 23,728
120| Tax assets 4,800,230 2,457,454
a) current 2,420,856 46,795
b) deferred 2,379,375 2,410,661
including as per Law no. 214/2011 1,272,767 1,339,749
140| Other assets 1,227,385 1,598,622
Total assets 89,527,688 109,758,804
Liabilities and equity 31/12/2016 31/12/2015
10 Financial liabilities 19,575,096 39,373,514
70 Tax liabilities: 5,913,856 5,230,561
a) current 1,074,849.86 .88
b) deferred 4,839,006 5,213,700
90 Other liabilities 1,470,392 3,056,934
100 Post-employment benefits 357,830 414,072
110 Provisions for risks and charges: 500,000 0
a) pension and similar obligations 0 0
b) other provisions 500,000 0
120 Share capital 47,000,00¢ 47,000,00¢
160 Reserves 12,068,697 11,928,617
170 Valuation reserves (93,064) (46,493)
180 Profit (loss) for the period 2,734,882 2,801,596
Total liabilities and equity 89,527,688 109,758,804

The decrease in assets is mainly attributed tedtiaction in portfolio loans and receivables, dmal t

funds available in the bank accounts.

With regard to the loans and receivables, collestiduring the period were higher than disbursements

for new acquisitions while cash in banks was igdapart used to repay the subordinated loan and to

pay the 2015 dividend to the former single shamrol

The increase in deferred tax assets is tied toctiveent tax receivables (advance payments of
IRES/IRAP).



The changes in liabilities are illustrated below:

Figures in ‘000

Liabilities detail 31/12/2016 31/12/2015 Absolute change
Due to financial institutions 52 52
Amounts due to assignors for Il

tranches 19,575,09¢€ 23,198,30¢t 3,623,210
Subordinated loan from the

Shareholder 0 16,175,15¢ 16,175,158
Total liabilities 19,575,09¢€ 39,373,51¢ 19,798,420

The decrease in liabilities is attributed to (& hecrease in the amounts due to assignors imoretat

payment of the second tranches, and (ii) repaywiethie subordinated loan mentioned above.

The other liabilities consist mainly of (i) legads payable to be settled for Euro 0.5 million,Biie
to entities for collections to be recharged and R@tJEuro 0.5 million, (iii) trade payables for Eur

0.2 million, (iv) due to social security institutie for Euro 0.1 million.

As a result of the profit achieved, total equityirisline with the previous year despite the 2015

dividend payment to the former Single Shareholder.

No research and development activity was carriedloting the year.
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Other disclosures

Fulfilment requests from the Bank of Italy following registration in the “special list” according

to Article 107 (previous text) of Legislative Decre no. 385/93.

With regard to the merger of the company into BaStstema, with legal and tax effect from 1
January 2017, the company fulfilled, for the lagtet and on an individual basis, the following

regulatory requirements:

* Report to the Central Credit Registitre reporting obligations of credit exposuresalation

to registration in the special list.

» Supervisory Reportelative to financial position data as set ouhia regulations.

* Usury Reporting forwarding of information, over the course of tymar and within the set

deadlines, regarding with-recourse advances distduts customers, and loans granted to
transferors on returned, without-recourse positiassreporting of public debtor exposures is
not envisaged.

» Communication related to key shareholdevithin 30 days of the expected date.

e Communication related to corporate bodiés accordance with the methods and the due

dates set out in the applicable regulations.

The ICAAP Reportwhich the company has regularly filed with thenBaf Italy for the years 2012,
2013, 2014 and 2015, will not, however, be preparedn individual level for 2016 because it will be

prepared by the incorporating company, Banca Sestem
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Relations with related parties

Relations with related parties relate exclusivelyhie current account with the parent Bank whiath ha
a cash balance of Euro 14,294,789 at 31 Decemldd @0d is subject to condition normally found
on the open market, as well as the commercial lmotition agreement signed on 16 September 2016

which has resulted in the Company receiving comuomssfrom Banca Sistema totalling Euro 46,695.

It should also be noted that in the first half 6fL.8, having received clearance from the Bank df,Ita

the Company repaid the former Single Shareholdgpsttne FH - a related party until 1 July 2016 -
the subordinated loan granted for regulatory pwposf Euro 10,000,000, along with the interest
accrued from the date on which the loan was grafuiegthich Euro 499,726 attributable to the year).
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Treasury shares and shares of the parent company

The Company does not hold, nor has it held duriveyytear, directly or indirectly through other

parties, treasury share or shares of the parermpaoies.
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Fair Value of financial instruments

At 31 December 2016, there were no financial agsdfisancial liabilities valued at fair value on a
recurring basis.
Regarding the determination of fair value of theficial instruments to be provided in the mandatory

disclosure in the Notes to the Financial Stateméhésfollowing methods were applied:

» for financial items (both assets and liabilities)haa remaining duration equal to, or less than
18 months, it was deemed reasonable to considercéinging value as they consist
exclusively of current bank accounts assets ahditias;

» For otherin bonis financial items, in cases where a market pricea @rice set by trade
associations or supervisory bodies, the statedevisluderived from an estimate of the fair
value on a going concern basis (due to the mergdr Banca Sistema) and with the
Company not having to significantly reduce its &ss#¢ unfavourable economic conditions.

This value nonetheless reflects the quality ofabsets.

Also, at 31 December 2016 the Company does notdrojdierivative instruments.
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Internal Control System

The Internal Control System consists of the setgubds, the procedures and the organisation
structures that seek to ensure compliance witlhtiseess strategies and the achievement of eféectiv
and efficient processes, the safeguarding of asselsthe protection from losses, the reliability,
completeness and accuracy of accounting and opeahinformation, and to ensure that transactions
comply with the law, supervisory regulations, ame tinternal policies, plans, regulations and

procedures.
The Internal Control System is structured on thiefang three levels:

« line controls, aimed at continuously verifying terrect execution of transactions and
productive activities. These controls are execatdie single operating unit level;

» risk management controls which are put in pladiénvarious area through the choice of risk
measurement methodologies, the setting of preaiggets in terms of risk/return, as well as,
checks on compliance with set risk limits. Thesataas are carried out by Risk Control
Function unit;

* Internal Audit activities aimed at identifying analous trends, violations of procedures and
regulations, as well as evaluating the overall@&ifeness of the internal control system. This
is outsourced to Consolving S.r.l. of Milan;

e compliance controls aimed at verifying compliancighwnternal and external regulations.
These are carried out by the Risk Control Functioenager which uses an outsourcer
(Consilia Regulatory s.r.l., which replaced ComsiBusiness Management s.rl. on 01
February 2016 as a result of a demerger) for thiicagions to be made on processes and

procedures.

During 2016, Consolving performed planned audits prepared specific reports that were presented
to the Board of Directors and the Board of StautAuditors. No significant weaknesses were

identified and the deficiencies identified in pr@ys audits were corrected.

Risk Managementvhich is incorporated in the activities of thesRiControl Function, has been in
operation since 2010. It is responsible for idgmij, evaluating and monitoring all risks related t
the activities performed by the Company, highligbgtthe overall risks that the Company is exposed
to through periodic reports. The second and theneell controls have not revealed any significant

anomalies. Nevertheless, the recommendations mowere acknowledged.

The Supervisory Body 231 (Legislative Decree 230130issued periodic reports to the Board of
Statutory Auditors and the Board of Directors. Neaknesses were identified in 2016.
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Significant events occurring after the close of thénancial year
Significant events occurring after the close offthancial year are listed below:

e« on 1 January 2017, the merger by incorporationhef Company in Banca Sistema became
operational and fully effective for legal and taxposes;

« thereafter, no events or situations occurred tlmatldc have an impact on the financial or
economic positions illustrated in these financiatements;

* on 8 March 2017, the Board of Directors of Bancstésna approved these financial statements

due to the merger.
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Business outlook

Taking into account the positive economic situatior the continuing difficulty that public entities
have in paying their debts within the due datis itasonable to expect continued growth in theosec
in 2017.

In connection with the merger of the Company in &aBistema, an individual operating budget was

not prepared for 2017.

Information regarding business continuity

This document represents that last individual fai@nstatements of the Company due to the merger
by incorporation in Banca Sistema which becamectffe for legal and tax purposes beginning on 1
January 2017.
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Proposal of the Board of Directors

Dear Shareholders,

We ask you to approve the Financial Statementdhieryear ended 31 December 2016, with net

income after tax of Euro 2,734,882.

Taking into account the merger by incorporatiothef Company in Banca Sistema, the allocation of

the profits on an individual level does not neebegroposed.

Milan, 8 March 2017

On behalftioé Board of Directors
The Chairman
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Financial statements as at and for the year endedl®ecember 2016

Statement of financial position

In €
Assets 31/12/2016 31/12/2015
10 | Cash and cash equivalents 1,762 1,937
40 | Available-for-sale financial assets
60 | Loans and receivables 83,454,127 105,580,711
with banks 14,360,698 28,765,262
with customers 69,093,424 76,815,448
100| Property and equipment 30,533 96,352
110| Intangible assets 13,656 23,728
120| Tax assets 4,800,230 2,457,454
a) current 2,420,856 46,795
b) deferred 2,379,375 2,410,661
including as per Law no. 214/2011 1,272,761 1,339,749
140| Other assets 1,227,385 1,598,622
Total assets 89,527,688 109,758,804
Liabilities and equity 31/12/2016 31/12/2015
10 | Financial liabilities 19,575,096 39,373,514
70 | Tax liabilities: 5,913,856 5,230,561
a) current 1,074,849.86 16,861
b) deferred 4,839,006 5,213,700
90 | Other liabilities 1,470,392 3,056,934
100| Post-employment benefits 357,830 414,072
110| Provisions for risks and charges: 500,000 -
b) other provisions 500,000 -
120| Share capital 47,000,00( 47,000,00(
160| Reserves 12,068,697 11,928,617
170] Valuation reserves (93,064) (46,493)
180| Profit (Loss) for the year 2,734,882 2,801,596
Total liabilities and equity 89,527,688 109,758,804
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Income statement

In€
Items 31/12/2016 31/12/2015
10 [Interest and similar income 4,962,193 5,132,023
20 | Interest and similar expense (516,102 (1,593,796
Net interest income 4,446,091 3,538,227
30 |Fee and commission income 1,311,514 1,275,020
40 | Fee and commission expense - -
Net fee and commission income 1,311,514 1,275,020
Total income 5,757,606 4,813,247
100 | Netimpairment losses/reversals of impairment losse 1,340,614 3,113,045
a) financial assets 1,340,618 3,113,045
b) other financial transactions - -
110 | Administrative expenses: (3,046,656 (3,683,412
a) personnel expenses (1,659,837) (1,971,853)
b) other administrative expenses (1,386,819) (1,711,559)
120 | Depreciation and net impairment losses on propertyequipment (12,91p) (32,430)
130 | Amortisation and net impairment losses on intarggéssets (17,222) (54,431)
150 | Net accruals to provisions for risks and charges 00,®00) 0
160 | Net other operating expense (55,110) (84,379)
glEEg:_l)_(lgl\ngFlT (LOSS) FROM CONTINUING 3,466,324 4,071,644
190 |Income taxes on continuing operations (731,442 (1,270,045
PROFIT (LOSS) FOR THE YEAR 2,734,883 2,801,596
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Statement of comprehensive income

In€
2016 2015

10 Profit for the year 2.734.88 2.801.5

Other comprehensive income/(expense), net of incorte, that will not be reclassified subsequently trofit

orloss
20 Property and equipment
30 Intangible assets
40 Defined benefit plans (46.571 7.047
50 Non-current assets held for sale
60 Portion of valuation reserves of equity-accounteestees

Other comprehensive income/(expense), net of indamehat will be reclassified subsequently tofjprar 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-accounteestees
130 Total other comprehensive income/(expense), ngtincome tax (46.571 7.04
140 Comprehensive income (items 10+130) 2.688.31 2.808.64
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Statement of changes in equity

2016

5 Changes of the year = 3
=) © © Allocation of prior year profit =t 4
o < =1 « Equity transactions o 5
N 2 5 s £ £
R : b 2 g : g 5 z V, 8 5
8 £ o B g 5 g 52 E ) s 8
it ° @ 2 T2 Pt B g2 ) a
5 £ 3 52 2 i | 38 | 82| =z | B | 28 3
g = g 3 -] 4 € 3 s R v £ S g P
I [ g ) © & = 5 < c 2 c o 2 5 < ©
£ 8 3 23 < S 56 53 < g 2 3
S £ & = Ck 2 2 8 32 g2 £ g z
; g 8 ° E |3 T R R - &
< -4 E ¢}
Share capital: 47.000.00! 47.000.0Q0 47.000.00!
Share premium - - -
Reserves: 11.928.61 11.928.617 140.0B0 0 12.068.69
a) income-related
F
b) other 11.928.617 11.928.61 140.080 12.068.697
Valuation reserves: (46.493 (46.493 (46.571, (93.064;
Equity instruments 0
Treasury shares (-) 0
Profit for the year 2.801.59 2.801.596 (140.090) (2.661.5[16) 2.734.88 2.734.892
Equity 61.683.72 61.683.720 - (2.661.516,2D) (46.571 - - - 2.734.88p 61.710.55
e Changes of the year v
< § Allocation of prior year profit - - 3
= = 0 ” Equity transactions L N
— o
o 2 5 S 2 P g g £ 2
B = i 2 2 5 g 5 z 8 5
o 2 < 3 4 2 ® 5 2 E 4 £ 3
« o P o © 9 - 4 ha =2 ] o )
- © .- (5 wn o
s 2 g : 55 2 3 ° 3 g3 <8 g 32 o
3 2 2 @ 0T o < 23 ER £ S g @
c 5] g g R 2 s 3£ 2 g S 2 5 2 s
k] £ K & 5 2 H ° 5@ 55 = 2 &
3 £ 8 . 8 ] s 25 R 8 s g
i g 8 ° E | g SE | ° s &
< x % (¢}
Share capital: 47.000.000] 47.000.000| 47.000.000]
Share premium
Reserves: 7.823.375 7.823.375| 4.105.241 11.928.617|
a) income-related
b) other 7.823.37 7.823.375| 4.105.241 11.928.617|
Valuation reserves: (53.540, (53.540] 7.047 (46.493
Equity instruments
Treasury shares (-)
Profit for the year 4.105.241 4.105.241] (4.105.241 2.801.596 2.801.596
Equity 58.875.077| 58.875.077| - 7.04 2.801.596| 61.683.720
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Statement of Cash Flows (indirect method)

A. OPERATING ACTIVITIES Amount
2016 2015
1. Operations (493.533 (1.913.55p)
- profit for the year (+/-) 2.734.88 2.801.596
- gains/losses on financial assets held for trading
- financial assets/liabilities measured at faiuea(-/+)
- gains/losses on hedges (-/+)
- net impairment losses/net reversals of impairnesges (+/-) (1.349.837] (7.660.23B)
- net impairment losses on property and equipmedtiatangible assets (+/-) 75.89] 63.45¢
- net accruals to provisions for risks and chamed other income/expense (+/-) 500.000
- taxes and taxcredits still to be paid (+/-)
- net impairment losses/net reversals of impairmesges on disposal groups, net of the tax efféex (
- other adjustments (+/-) (2.454.470 2.881.631
2. Cash flows generated by financial assets 9.325.104 15.462.7%7
- financial assets held for trading
- financial assets at fair value through profitaxs
- available-for-sale financial assets 28.00(
- loans and receivables with banks
- loans and receivables with financial institutions
- loans with customers 8.953.868 15.349.840
- other assets 371.23] 84.9117
3. Cash flows used by financial liabilities (20.574.747 (41.637.341)
- due to banks
- due to financial institutions (16.175.159 (22.186.357)
- due to customers (3.623.210) (12.684.47p)
- securities issued
- financial liabilities held for trading
- financial liabilities at fair value through proér loss
- other liabilities (776.374] (6.766.549)
Net cash flows used by operating activitles (11.743.171 (28.088.17p)
B. INVESTING ACTIVITIES
1. Cash flows generated by 0 0
- sales of equity investments
- dividends collected
- sales of held-to-maturity investments
- sales of property and equipment
- sales of intangible assets
- sales of business units
2. Cash flows used by 0 (11.892
- acquisitions of equity investments
- acquisitions of held-to-maturity investments
- purchases of property and equipment (11.892
- purchases of intangible assets
- purchases of business units
Net cash flows generated/(used) by investing atitag 0 (11.892
C. FINANCING ACTIVITIES
- issue/repurchase of treasury shares (310.086
- issue/purchase of equity instruments
- distribution of dividends and other allocations (2.661.516
Net cash flows used by financing activitigs (2.661.516 (310.086)
NET CASH FLOWS OF THE YEAR (14.404.687] (28.410.154)
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Reconciliation

Amount
2016 2015
Cash and cash equivalents at the beginning of thegr 28,767,199 57,177,353
Total net cash flows of the year (14,404,739 (28,410,154
Cash and cash equivalents at year end 14,362,46( 28,767,199

41



Notes to the financial statements

Part A - ACCOUNTING POLICIES

Part B - NOTES TO THE STATEMENT OF FINANCIAL POSITI ON

Part C - NOTES TO THE INCOME STATEMENT

Part D — OTHER DISCLOSURES
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Part A - ACCOUNTING POLICIES

A.1 — General Part

Section 1 - Statement of IFRS compliance
Section 2 - Basis of preparation

Section 3 — Events after the reporting period

Section 4 - Other matters
A.2 - Main financial statements captions

Loans and receivables

Financial liabilities

Property and equipment

Intangible assets

Current and deferred taxes

Post-employment benefits

Prepayments and accrued income, accrued expersegefemred income

Provisions for risks and charges

© © N o g bk~ w0 D PRE

Cost and revenue recognition

10. Other disclosures

A.3 — TRANSFERS OF FINANCIAL ASSETS BETWEEN PORTFOLIOS

A.4 — FAIR VALUE DISCLOSURE

A.5 — INFORMATION ON “DAY ONE PROFIT/LOSS”
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A.1 - GENERAL PART
Section 1 - STATEMENT OF IFRS COMPLIANCE

Pursuant to Regulation (EC) no. 1606/2002, Betpsibme S.p.A. (the "company”) has prepared
these financial statements as at and for the yeded 31 December 2016 in compliance with the
International Accounting Standards (IAS) and Inédiomal Financial Reporting Standards (IFRS)

endorsed by the European Commission up to 31 Dezepili 6.

The financial statements have also been preparadcordance with the Bank of Italy's "Instructions
for the preparation of the financial statement$iredncial intermediaries" which apply as of the iyea

ended or ending 31 December 2016, issued in itsivteaof 9 December 2016.

Unless otherwise established by the Bank of Itadpscial regulation, the information provided in

these notes reflects the Italian Civil Code's mimris governing financial statements.

Section 2 — BASIS OF PREPARATION
These financial statements comprise:

* a statement of financial position;

¢ anincome statement;

» a statement of changes in equity;

* a statement of comprehensive income;

» a statement of cash flows prepared using the ictdinethod;

* these notes.
These financial statements are consistent witltonepany's accounting records.

The financial statements have been prepared inrdecoe with measurement criteria adopted on the
basis of a going concern assumption also consigi¢hi@ company’s merger into Banca Sistema and
in compliance with accruals-based accounting, thgerality of information and the predominance

of substance over form.

The amounts presented in these financial statenfexws been calculated in accordance with the
IFRS issued by the International Accounting Stadddoard (IASB) and endorsed by the European
Commission up to 31 December 2016 pursuant to Régal(EC) no. 1606 of 19 July 2002.
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For the purposes of facilitating the interpretateonmd application of the new accounting standards,
reference was also made to the following documeaitepugh not yet endorsed by the European

Commission:

» Framework for the Preparation and Presentation in&rfeial Statements issued by the
International Accounting Standards Board (IASB);
* Implementation Guidance, Basis for Conclusions amg other documents prepared by the

IASB or the IFRIC (IFRS Interpretations Committe@jegrating the standards issued.

Finally, again with respect to interpretation, whapplicable, reference was also made to the
documents about the adoption of the IFRS in Itelyued by the Italian accounting standard setter
(OIC) and the Italian banking association (ABI)e8ifically, reference was made to Document 7 by
Bank of Italy/Consob/lvass issued on 9 November626f the accounting treatment of default

interest pursuant to Legislative decree no. 23122fi0performing loans factored without recourse.

In accordance with article 5 of Legislative decrae. 38/2005, the company's reporting currency is

the Euro. The amounts shown in the financial statémand these notes are in thousands of Euros.
The financial statements present the figures fa620ith previous year corresponding figures.

For the purposes of the information disclosed séhnotes, all financial statements captions are
presented at 31 December 2016 and 2015, broken dmswvmequired by the Bank of Italy's

instructions.
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Section 3 - EVENTS AFTER THE REPORTING PERIOD

Banca Sistema's Board of Directors approved theaedial statements on 8 March 2017. Indeed, the
company's merger into Banca Sistema became fulbratipnal and effective for legal and tax

purposes on 1 January 2017.

After this date, no facts or circumstances occuthed had an impact on the financial position and

performance described herein.

Section 4 - OTHER MATTERS

IFRS developments

The following table sets out the new standardsneeralments to existing standards, with the related
endorsement regulations issued by the European @siom, which became applicable in 2016

IAS/IFRS standards and related IFRIC interpretasi@pplicable to annual periods beginning after 1
January 2016:

Documents endorsed by the EU at 31 October 2016

. Notes and
L Date of EU regulation
Name Issue date Date of application . references to
endorsement and issue date -
this list
IFRS 15 — Revenue from May 2014 1 January 2018 22 September (EU) 2016/1905 Early
contracts with customers (Note 1) 2016 29 October application is
2016 permitted.
See 460-481

Documents not yet endorsed by the EU at 31 Oct2bEs

lssue date Expected date of
u Date of application of endorsement
Name
by the IASB the IASB document
by the IASB
Standards
IFRS 9 - Financial Instruments July 2014 1 Januaig2 IV quarter of 2016
IFRS 14 - Regulatory Deferral Accounts January 2014 (Note 1) (Note 1)
IFRS 16 - Leases January 2016 1 January 2019 2017
Amendments
Amendments to IFRS 10 and IAS 28: Sale Post_poned unl
- September completion of the IASB .
or Contribution of Assets between an 2014 roiect on the equit Postponed pending the
Investor and its Associate or Joint Venture proj quity completion of the IASB
method . .
project on the equity method
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Amendments to IAS 12: Recognition of
Deferred Tax Assets for Unrealised January 2016 1 January 2017 IV quarter of 2016
Losses

Amendments_t_o I.AS 7: Disclosure January 2016 1 January 2017 IV quarter of 2016

Initiative

Clarifications to IFRS 15 - Revenue .
from Contracts with Customers April 2016 1 January 2018 | half of 2017
Amendments to IFRS 2: Classification
and Measurement of Share-based June 2016 Il half of 2017
Payment Transactions 1 January 2018
Amendments to IFRS 4: Applying IFRS
9 Financial Instruments with IFRS 4 igféember 2017
Insurance Contracts 1 January 2018

The amendments to the standards and interpretatimtersed by the European Commission in 2016
or in prior years, whose application became mamgats of 2016, had no significant impacts on the

preparation of these financial statements.

IFRS 9 was adopted on 29 November 2016 with thdiqatlon of (EU) Regulation 2016/2067 of the
European Commission dated 22 November 2016 on tfie@aJournal of the European Union. This

standard will apply to annual periods beginningoafter 1 January 2018.
It will replace IAS 39 and will govern the accoungiof financial instruments as summarised below:

» Classification and measurement:

o Financial assets: under IFRS 9 financial assetdi bkaclassified according to three
categories: amortised cost, fair value through rotbemprehensive income (equity
reserve) and fair value through profit or loss,tba basis of both the business model
applied and the characteristics of the contraataah flow from the financial assets. The
criteria for recognition and derecognition are sabally the same as those of IAS 39.

o Financial liabilities, the provisions of IAS 39 lebeen reproduced almost entirely in
IFRS 9, except for the financial liabilities measdirat fair value, where changes in the
fair value of financial liabilities due to changesthe credit rating of the issuer must be
recognised through other comprehensive income tiegeserve) and no longer through
profit or loss (early application of this provisigs permitted as of the endorsement date

of the new standard).

» Impairment: the expected credit losses model i®dhiced, replacing the incurred losses model
currently in force under IAS 39. The standard pdesi for the division of financial assets into
three stages on the basis of the credit standitigeofounterparty. For the counterparties with the

best credit standing, calculation of the expectess lis carried out over a time horizon of 12
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months, while for the other two stages with a lowexdit standing, calculation of the expected

loss is carried out for the residual term of theaficial asset (“lifetime expected loss”).

» Hedge accounting: the hedging models set out irSIPRare generally simplified compared to

those in IAS 39 and introduce a stronger link wigh management.

Based on the proposed merger of the company intcd&istema as of 1 January 2017, the
introduction of these changes to the reference dveank will have no impact on Beta Stesptone

S.p.A.'s financial position.
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A.2 - MAIN FINANCIAL STATEMENTS CAPTIONS

1. Loans and receivables

Classification

Loans and receivables consist of financial assékshanks and customers.

Loans and receivables with customers refer todb#fing transactions completed in accordance with

a regular assignment deed notified to the traresfiediebtor. They comprise:

» the receivables factored without recourse and mised in the name of the transferred debtor
in accordance with IFRS-compliant recognition crée

» the advances disbursed to the assignors in relatitre receivables factored without recourse
for which the assumptions underlying recognitiomehaot been verified

» the advances disbursed to the assignors in relttidine receivables factored with recourse,

inclusive of interest and accrued charges.

There were no reclassifications to other finanagaslet categories in accordance with IAS 39.

Recognition

Loans and receivables are initially recognisedhat agreement signing date, based on fair value,
which equals the amount disbursed or the purchase,gncluding transaction costs or revenue
attributable to the individual loan or receivabtelaleterminable from the transaction start datenev

when paid subsequently. The initially recognisesam does not include costs that, despite having

the above characteristics, are to be reimbursetdgounterparty or that are administrative costs.

Measurement

Loans and receivables are subsequently measurach@tised cost, being the initially recognised
amount decreased/increased by principal repaymeetgrsals of impairment losses/impairment
losses and amortisation - calculated using thectte interest method - of the differential between
the amount disbursed and that collectable at ntgtior each loan/receivable. The effective interest
rate considers the present value of the future @asfs and the amount disbursed, inclusive of the
cost/income related to the loan/receivable. Acewydo this accounting method, the economic effect

of income is allocated over the expected residfeabf the loan/receivable.
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The amortised cost method is not used for cureautd and receivables for which the discounting

effect of cash flows would be negligible. They areasured on a historical cost basis.

Default interest receivables are recognised on @muals basis and adjusted to their expected
recoverable amount, considering the percentagesffettive realisation in prior years. Default
interest is recognised only after court confirmat{oot when the default arises) which sets thetrate

be applied (ECB + approx. 800 bps or the lega) e the effective date.

Loans and receivables are tested for impairmedetermine whether there is objective evidence of
impairment due to events subsequent to initial gaitmon. This includes loans and receivables
classified as fion-performing, unlikely to pay or past due/overdues per the Bank of ltaly's
instructions in line with IAS/IFRS.

The individual impairment test measures the difieesbetween the carrying amount (at amortised
cost) and present value of estimated future cashsfldiscounted at the position’s original effective
interest rate and considering both the expecteteatmn time and the enforcement value of

guarantees, if any, and the costs to be incurnedriforcement.

The original effective rate of each loan and rea@ble is unchanged over time. Impairment losses are
taken to profit or loss. Loans and receivables rarestated to their original value in subsequent
periods when the reasons for impairment are nogionglid, as long as this assessment is objectively
linked to an event that took place after recognitid the impairment loss. Reversals of impairment
losses are recognised in the income statementreticdhever exceed the position’s amortised cost had

the impairment loss not been recognised.

Loans and receivables that are not tested indillidi@ impairment are tested collectively. Thear
grouped into categories and the expected lossesstiraated considering historical data and other
elements observable at their measurement date.ifipgirment test considers the counterparty's

country risk.

Collective impairment losses are recognised inipoofloss.
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Derecognition

Loans and receivables are derecognised only whenttansfer entails the substantial transfer bf al
the risks and rewards of ownership. Conversely,nthe company retains a significant portion of the
risks and rewards related to the transferred leadsreceivables, these will continue to be recaghis

in the financial statements, although, legallyetib the financial asset was actually transferred.

If the substantial transfer of risks and rewardsoé be verified, the financial assets are deresegn
when the company has not retained control of thesferred asset. Conversely, if the company has
retained control, including in part, it shall conte to recognise the financial asset to the exietiite

expected changes in the carrying amount and timaatsd changes in cash flows.

Finally, transferred financial assets are deresmghivhen the right to receive the related cashsflow

with the concurrent obligation of transferring thearthird parties, is retained.

2. Financial liabilities

Due to customers (comprised of the second instabnef the without-recourse factoring of
receivables which are paid only upon full collen)i@re recognised, measured and derecognised in
accordance with the same criteria applicable tadogith customers. Indeed, they originate from the

same contract and their settlement date coincidlistiae collection date of the receivable factored.

Due to banks and financial institutions are recegghiat their nominal amount as they refer to on-

demand current account deposits.

3. Property and equipment
Recognition and classification

This caption comprises movable and immovable assgstems, other machinery and equipment
owned for use by the company. Initial recognitienat cost, which includes all charges directly

related to the operation of the asset.

Ordinary maintenance costs are expensed.
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Measurement

Property and equipment are measured at cost adjbgteccumulated depreciation calculated on a

straight-line basis over the residual life of tlsset

Derecognition

An item of property and equipment is derecogniséeémwsold or when it is permanently withdrawn

from use and the company does not expect any fattoromic benefits from its disposal.

4, Intangible assets
Recognition and classification

Intangible assets mainly comprise software or amdtded to leasehold improvements.

Measurement

Intangible assets are measured at cost adjustaddoynulated

amortisation calculated on a straight-line basisr dlie residual life of the asset.

Derecognition

Intangible assets are derecognised upon disposahen the asset is permanently withdrawn from

use.

5. Current and deferred taxes

Income taxes are calculated in accordance withomatitax legislation and are recognised on an
accruals basis, in line with the recognition ciéesipplicable to the cost and revenue that gerdérate
them. Therefore, they represent the balance ottineent and deferred taxation related to the year's

income.

Current tax assets and liabilities include theb@adance of the company's tax position vis-a-vik/'ka

tax authorities.
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Deferred taxes are calculated using the balanaat §hbility method, considering the tax effecttiog
temporary differences between the carrying amoohéssets and liabilities and their tax bases which
generate taxable or deductible amounts in futureg@e To this end,taxable temporary differences
are those that will generate taxable amounts iaréuyears anddeductible temporary differences

are those that will generate deductible amountstimre years.

Deferred tax liabilities are calculated by applythg tax rates set by the law to the taxable tearyor
differences whose realisation is deemed probalietamleductible temporary differences for which

the existence of taxable amounts when the relatedeductibility occurs is reasonably certain.

In the years when the deductible temporary diffeesrexceed the taxable temporary differences, the
related deferred tax assets are recognised intdtentent of financial position under Deferred tax
assets. Conversely, in the years when the taxatgdrary differences exceed the deductible
temporary differences, the related deferred taxetasare recognised in the statement of financial

position under Deferred tax liabilities.

When the deferred tax assets and liabilities r&dethe items that have an impact on the income

statement, the balancing entry is representeddpnie taxes.

When the deferred tax assets and liabilities rederansactions that had a direct impact on equity
without affecting the income statement (such asSHRst-time adoption adjustments), these are

recognised as a balancing entry in equity, undecifip reserves where required.

6. Post-employment benefits

Post-employment benefits are recognised at #irarial amount calculated using thproject unit
credit methodbased on statistical historical analyses, the deaphic curve and the discounting of

future disbursements, applying market interestrate

Until 31 December 2012, actuarial gains and loss=e entirely recognised in the income statement

in accordance with the previous version of IAS 19.

Following the coming into force of the new versiohlAS 19 issued by the IASB in June 2011,
application of which became mandatory on 1 JanB@fy, actuarial gains and losses are immediately
and entirely recognised in the “Statement of coln@nsive income” with an impact on equity. As the
corridor approachhas never been applied, the prudential filtersbéisteed by the Bank of Italy in its
communication dated 8 May 2013 in terms of regmatapital do not apply.

The present value of the company's commitmentalsuated by an independent expert using the
projected unit credit method.
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The annual discount rate applied is based on a dathctible from securities or equivalent
instruments, with an AA rating which is deemed &stbreflect market yields, and considering the

average term of the liability.

7. Prepayments and accrued income, accrued expeasand deferred income

They include income and expense pertaining to #er yaccrued on assets and liabilities and are

recognised as an adjustment to the assets anlitigsiio which they refer.

8. Provisions for risks and charges

“Provisions for risks and charges: b) other prannisi’ include liabilities whose amount or due date

are uncertain. They are recognised when the foligwbnditions are met:

« thereis a present obligation at the reporting data result of a past event;

« the obligation is legal (i.e., it derives from ant@ct, legislation or
other operation of law) or constructive (i.e., @rides from an entity’s action where the entity has
created a valid expectation on the part of othetigsathat it will discharge its responsibilities);

« itis probable that an outflow of resources willreguired to settle the obligation;

- areliable estimate can be made of the obligation.

9. Cost and revenue recognition

Revenue is recognised when received or, in theteokmprovision of services, when the future

benefits can be quantified reliably when rendered.

Specifically, interest is recognised on an accrbalsis based on the contractually-agreed rateeor th

effective interest rate when the amortised coshoebts applied.

Default interest income, recognised only after teonfirmation and the definition of the rate to
be applied (ECB+800 bp or legal rate), is recoghize an accruals basis and prudently adjusted
to take into account the possibility of a settlemagreement with the debtors. However, the

company usually fully recovers it before the court.
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Costs are recognised in the income statement irsdhee period the related revenue is recognised.
When cost and revenue can be matched genericallyngirectly, costs are recognised over several
periods using rational procedures and on a systefnasis. Costs that cannot be matched to revenue

are immediately recognised in the income statement.

10.  Other disclosures
Use of estimates and assumptions in the preparati@f the financial statements

The preparation of financial statements also ine@slthe use of estimates and assumptions that may
have a significant effect on the carrying amounassets and liabilities, income and expenses and th
related disclosure. The preparation of estimateslves using the available information and adopting
subjective valuations, based on past experiencadir to arrive at reasonable assumptions to prese
operations. Because of their nature, the estinmtdsassumptions used may change from one year to
the next. Consequently, it cannot be excluded thafiyture years, the amounts recognised change,
also significantly, as a consequence of changeshé subjective valuations applied due to

unforeseeable facts/events.
Specifically, subjective valuations refer to:

» the calculation of impairment losses on loans augivables and, in general, other financial
assets;

« the calculation of accrued default interest incom®,described in the “Cost and revenue
recognition” paragraph;

» estimates and assumptions on the recoverabilitiefidrred tax assets;

» estimates and assumptions used to measure loangearit/ables and liabilities with

customers at amortised cost.

Amortised cost calculation

Amortised cost is the amount at which a financeded or financial liability is measured at initial
recognition minus principal repayments, plus orumsithe cumulative amortisation using the effective
interest rate method of any difference betweenitlittal amount and the maturity amount and

minus any reduction for impairment.

The effective interest rate is the rate that eyadidcounts estimated future cash payments orptcei
through the expected life of the financial instruntner, when appropriate, a shorter period to the ne

carrying amount of the financial asset or finantability.
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Subsequent to initial recognition, under the arsedicost, costs and revenue are allocated as a

decrease or an increase in the asset/liability theeentire useful life through amortisation.

Given the nature of the loans and receivables irfgm, the company calculates the effective
interest rate for each invoiced acquired, estingatiite collection date based on available infornmatio
and the progress of the credit collection proceslutgach time these estimates are revised, the
company recalculates the amortisation plan of firenassets and financial liabilities, taking the

adjustment to profit or loss.

The amortised cost method is applied to loans aoeivables and liabilities with customers, provided
that the loans/receivables and the liability whl tompany originate from the same contract and the

settlement date mainly coincides with the collattiate of the receivable factored.

Default interest income, recognised only after toewmnfirmation, is adjusted to its estimated

recoverable amount, considering the percentageSagdtive realisation in prior years.

Impairment losses calculation
Financial assets

At each reporting date, financial assets other ttraose classified as Helfbr trading and as
Measured at fair valuare tested for impairment to check whether thesniobjective evidence of an

impairment loss.

Impairment losses are recognised when there icilgeevidence of a reduction in future cash flows

compared to those originally estimated, due to iasi@eable specific events.

Impairment tests are carried out on individual ficial assets which show specific evidence of
impairment or collectively in the case of financisets which do not require individual assessment

or for which this assessment does not indicatergairment.

Collective assessment is based on the identificatfaconsistent risk classes of financial assetetha
on the characteristics of the debtor/issuer, thaness segment, the geographical segment and the

existence of any guarantees or other significartbfa.

Loans and receivables with banks and customersassessed individually when they amen-
performing, unlikely to pay or past due/overdae per the Bank of Italy's definitions in line hwit
IAS/IFRS.

They are measured individually, or by determinihg expected loss by consistent categories and
analytical allocation to individual positions. Thepairment loss on each loan and receivable islequa
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to the difference between the carrying amount airtiged cost and the present value of the expected

future cash flows, calculated by applying the origjieffective interest rate.

Future cash flows consider the expected collectioes, the expected enforcement value of any
guarantees and the costs that may incurred forveego The cash flows related to loans and
receivables whose recovery is not expected in ltbet $erm are not discounted as the amount of the

differential would be negligible.

The loans and receivables for which no individubjeotive evidence of impairment has been

identified are subject to collective assessment.

A.4 — FAIR VALUE DISCLOSURE

IFRS 13 and the Bank of Italy's regulations for gineparation of banks' financial statements require
that assets and liabilities be recognised at ta@ivalue when they refer to a specific hierarbaged

on the nature of the inputs used to determinedheing “fair value levels”:

Level 1

It includes the instruments which can be measusaalguprices in active markets (effective market
guotes). In this case, the fair value is equahto frice at which the financial instrument would be
exchanged at the reporting date (with no adjuste)esrt the main active market, or when no main

market exists, on the market deemed most advantageavhich the entity has immediate access.

Level 2

It includes the instruments which can be measurgidguinputs — other than the quoted prices
included within Level 1 — that are observable fa asset or liability, either directly or indirgctl

This measurement is based on prices or credit dprdaducted from the official quotes of active
markets of instruments substantially similar inrierof risk factors (comparable approach), using an
appropriate calculation methodology (pricing modélhe methodologies used in the comparable
approach reproduce the prices of the instrumentéedquon active markets excluding discretionary
parameters, such to have a major effect on thérfieasurement price.

When the fair value measurement uses observaldetiott require a significant adjustment based on

unobservable inputs, the measurement is includedwel 3.

Level 3
It includes unobservable inputs. The related falug is based on measurements that entail estimates
and assumptions by the assessor (mark to mode§sivement takes place using pricing models that

are based on specific assumptions concerning:
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- the development of expected cash flows, possibkeli to future events to which the
probabilities obtained based on past experienessuwmed behaviour can be allocated;

- the level of specific input parameters not quairdctive markets, whose estimate privileges the
information obtained from prices and spreads oleskon the market. When this information is
not available, the historical data of the speaificlerlying risk factor or specialist research are

used (e.g., rating agencies' reports or reportedning market players).

A.4.1 Levels 2 and 3: valuation techniques and i used

As mentioned earlier, fair value is calculatedtfug sole purposes of the mandatory disclosure to be

provided in the notes to the financial statements.

The fair value of the financial instruments incldda the tables of these notes was calculated using

the following methods and assumptions:

» the fair value of financial assets and financiabiiities equal to or lower than 18 months is

equal to the carrying amount. This category conggriirrent accounts and overdrafts;

» the carrying amount of performing assets approxas&ir value. This is the case when there
is no active market and there are no specific priog trade associations or supervisory
bodies, assuming that the company is a going canaensidering the merger into Banca
Sistema, and has no need to significantly decréasagssets at economically unfavourable
terms. Fair value reflects the quality of asselsp @onsidering the economic conditions
generally applied to factor loans and receivableéthaut recourse vis-a-vis the public

administration and the default interest rate apptiersuant to Legislative decree no. 231.

Quantitative disclosure

A.4.5 Fair value hierarchy

A.4.5.1 Assets and liabilities measured at fairueabn a recurring basis: breakdown by fair value

level

None.

A.4.5.2 Changes in assets measured at fair valleer@aurring basis (level 3)
None.

A.4.5.3Changes in liabilities measured at fair value oreaurring basis (level 3)

The company has liabilities measured at fair valu@ recurring basis.
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Attivita/Passivita finanziarie misurate al fair wal Livello 1 Livello 2 Livello 3 Totale

1. Attivita finanziarie detenute per la negoziazion -
2. Attivita finanziarie valutate al fair value -
3. Attivita finanziarie disponibili per la vendita - -
4. Derivati di copertura -
5. Attivita materiali
6. Attivita immateriali

Totale - - - -

1.Passivita finanziarie detenute per la negoziazion -
2. Passivita finanziarie valutate al fair value -
3. Derivati di copertura -

Totale - - - -

A.4.5.4 Assets and liabilities not measured at Value or measured at fair value on a non-recurring

basis: breakdown by fair value level

31.12.201 31.12.201
CA L1 L2 L3 VB L1 L2 L3

1. Held-to-maturity investments - - B
2. Loans and receivables 83.454 - - 83.45¢ 105.581 - - 105.581L
3. Investment property - -

4. Non current assets held for sale and disposapgr - - - - - -
|T0'[a| 83.454 - - 83.45¢ 105.581 - - 105.58]L
1. Liabilities 19.575 - - 19.57p 39.374 - - 39.374
2. Securities issued - - -

3. Liabilities associated with disposal groups - - - - - - -
|Tola| 19.575 - - 19.57p 39.374 - - 39.374

Legenda:

VB=Valore di bilancio
L1=Livello 1

L2= Livello 2

L3= Livello 3

Figures in ‘000
A.5 Information on “Day one profit/loss”

The company did not recognise transactions ofkinid in the year.
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Part B - NOTES TO THE STATEMENT OF FINANCIAL POSITI

ASSETS

Section 1 — Cash and cash equivalents - Item 10

Iltems/Values

Total 2016

Total 2015

a) Cash
b) Other

2 2

Total

Figures in ‘000

This is the cash balance at 31 December 2016.

Section 6 - Loans and receivables - ltem 60

6.1 “Loans and receivables with banks”

ON

31/12/201

31/12/201!

Fair value

Carrying amount
ving L1 L2

Fair value

Carrying amount

L1 L2 L3

1. Deposits and current accounts
2. Financing:
2.1 Reverse repurchase agreements
2.2 Finance leases
2.3 Factoring
- with recourse
- without recourse
2.4 Other financing
3. Debt instruments
- structured instruments
- other debt instruments
4. Other assets

14.361

14.361 28.764

28.765

Total

14.361)

14.36]

28.76p

28.764

Figures in ‘000

Current account deposits are held with the follgabanks:

Figures in ‘000

Banca Sistema

Unicredit S.p.A

Banca Credito Popolare Torre del Greco

Veneto Banca
Unicredit Factoring (term deposit)

Total

31/12/2016

31/12/2015

Absolute change

14,295

23

43

2,563

8,107

17,103
992

14,295

-2,540

-8,064

-17,103
-992

14,361

28,765

-14,404

6.2 “Loans and receivables with financial institutons”

None.
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6.3 “Loans and receivables with customers”

31/12/2016 31/12/2015
Carrying amount Fair value Carrying amount Fair value
Impaired Impaired
9 5] 2 13 Performing u 2 13
Purchased Other Purchased Other
1. Financing 65.221 - 3.79: 69.01f 74.304 2.32 76.62!
1.1. Finance lease - - - - -
of which: without final purchase option - - - - -
1.2. Factoring 65.22. 3.794 69.01! 74.304 2.324 76.628
- with recourse 7.968 3.564 11.532 11.647 1.880 13.527
- without recourse 57.253 - 231 57.48: 62.657 445 63.101
1.3. Consumer loans
1.4. Credit cards
1.5. Pawn loans
1.6 Financing granted in relation to service paytsieandered
1.7. Other financing
of which: from of
2. Debt instruments
2.1 structured instruments
2.2 other debt instruments - - - -
3. Other assets 78 - 78| 187 - 187
Total 65.209 3,798 69.093 74.491 0 2424 0 0 76

Figures in ‘000
At 31 December 2016, this item comprised:

815

1. Performing loans purchased on a without-recoursgsb@ecognised in the name of the

transferred debtor under theetognitiori assumptions, measured amortised costand
prudently adjusted by Euro 401 thousand), totalkiogo 43.7 million;

2. Default interest receivables confirmed by theirtorecognised on an accruals basis and

amounting to Euro 16.6 million, prudently adjusteg Euro 3.3 or 20% of their amount

(carrying amount of approximately Euro 13.3 millipn

3. With-recourseadvances to customers (mainly performing custome@s)ling Euro 11.5

million, against factored loans and receivablehwitnominal amount of Euro 16.5 million

(no adjustment following the wide guarantee diffee);

4. Return ofwithout-recourseloans and receivables to assignors totalling Elfo million,

prudently adjusted by Euro 210 thousand.

The item is broken down below as follows:

Loans and receivables with customers

Loans and receivables factored without recourse

With recourse advances
Lump-sum adjustment to without-recourse loans anc
receivables

Other loans and receivables/returns, performing
Doubtful loans and receivables/unlikely to pay
exposures

Impairment losses on doubtful loans and
receivables/unlikely to pay exposures

Loans and receivables for default interest
Lump-sum adjustments to default interest

Total loans and receivables with customers

31/12/2016 31/12/2015

43,724 81F 49,518,377
11,531,691 13,526,918
(401,717) (910,935)
745,121 187,047
440,192 503,036
(209,664) (250,000)
16,578,894 17,799,012
(3,315,908) (3,558,005)
69,093,424 76,815,448

6.4 “Loans and receivables”: guaranteed assets

None.



Section 10 — Property and equipment — Item 100
10.1 Breakdown of item 100 "Property and equipment"

“Property and equipment” amount to Euro 31 thousding breakdown of this item and the changes

therein are described below.

10.1 Property and equipment used in operationsakdewn of assets measured at cost

Activities/Values Total 2016 Total 2015
1. Owned 31 97
a) land
b) buildings
c) furniture 3 87
d) electronic systems 23 10
e) other

2. Under finance lease
a) land
b) buildings
c¢) furniture
d) electronic systems

e) other

Total 31 97

Figures in ‘000
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10.5 Owner-occupied property and equipment: changes

Land

Buildings

Furniture

Electronic
systems

Other Total

A. Gross opening balance
A.1 Total net impairment losses
A.2 Net opening balance

165
(79)
87,

131
(121
14

29
(200

B. Increases
B.1 Purchases
B.2 Capitalised improvement costs
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

39

39

39

39

C. Decreases

C.1 Sales

C.2 Depreciation

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) disposal groups

C.7 Other decreases

(78)

(®)

(1)

(26

(6)

(20

(105

(14

91

D. Netclosing balance
D.1 Total net impairment losses
D.2 Gross closing balance

(157),
165|

(148
174

3]
(305
33

E. Measurement at cost

3]

Figures in ‘000
Section 11 — Intangible assets — Item 110

11.1 Breakdown of item 110 "Intangible assets"

Item/Assessment

Total 2016

Total 2015

Assets
measured at co

Assets
measured at fai
5t value through
profit or loss

Assets
measured at co

Assets
measured at fai
5t value through
profit or loss

1 Goodwill

2 Other intangible assets
2.1. owned
- internally generated assets
- other
2.2 under finance lease

14

14

- 24

24

Total 2

14

24

3. Assets related to finance leases:
3.1 unopted assets
3.2 assets withdrawn following termination
3.3 other assets

Total 3

4. Assets under operating lease

Total (1+2+3+4)

14

24

Total

14

24

Figures in ‘000
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A breakdown of and changes therein are given below.

11.2 Intangible assets: changes

Total
A. Opening balance 24
B. Increases 7
B.1 Purchases -
B.2 Reversals of impairment losses
B.3 Fair value gains recognised in
- equity
- profit or loss
B.4 Other increases 7
C. Decreases a7)
C.1 Sales
C.2 Amortisation a7)
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
D. Closing balance 14
Figures in ‘000
Section 12 — Tax assets and liabilities
12.1 Breakdown of item 120 “Tax assets”: currentateferred
2016 2015
A) Current tax assets: 2,421 47
a) IRAP paid on account 329 0
b) IRES paid on account 2,026 a7
c¢) withholding taxes 66 0
d) DTA conversion 0 0
e) other 0 0
B) Deferred tax assets with a balancing entry in pofit
or loss: 2,359 2,391
a) impairment losses on loans and receigable 1,273 1,340
b) impairment losses on loans and receigafole
default interest 946 1,012
c) tax losses 0 0
d) provisions for risks 140 23
e) other 0 16
C) Deferred tax assets with a balancing entry in aqty: 20 20
a) actuarial loss on post-employment besefit 20 20
Tax assetd 4,800 2,458

Figures in ‘000
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12.2 Breakdown of item 70 “Tax liabilities: curreambd deferred”

Section 12 — Tax assets and tax liabilities — Itef?0 of assets and item 70 of liabilities
12.2 Breakdown of item 70 Tax liabilities: curremtd deferred

2016

2015

A) Current tax liabilities:
a) tax provision and IRES taxation
a) tax provision and IRAP taxation
B) Deferred tax liabilities with a balancing entryin
profit or loss:
a) default interest receivable not yet received
b) post-employment benefits
c) other

1,075
773
302

4,839

4,755
7
77

17

17

5,214

5,092

115

Tax liabilities

5,914

5,231

Figures in ‘000

12.3 Changes in deferred tax assets (recognisedoifit or l0ss)

Total 2016

Total 2015

1. Opening balance

2,390

4,115

2. Increases

2.1 Deferred tax assets recognised in the year
a) related to previous years
b) due to changes in accounting policies
¢) reversals of impairment losses
d) other
2.2 New taxes or increases in tax rates

2.3 Other increases

382
382

382

10

216

226
226

3. Decreases

3.1 Deferred tax assets derecognised in the year
a) reversals
b) impairment due to non-recoverability
¢) due to changes in accounting policies
d) other
3.2 Decrease in tax rates
3.3 Other decreases

a) conversion into tax credits as per Law no.
214/2011

b) other

413

413
413

1,951

1951
1,951

4. Closing balance

2,359

2,390

Figures in ‘000




12.3.1 Change in deferred tax assets pursuant to@ 214/2011 (recognised in profit or loss)

Total 2016 Total 2015
1. Opening balance 1,340 1,340
2. Increases
3. Decreases 67 0
3.1 Reversals 67 0
3.2 Conversion into tax assets
a) arising from the loss for the year
b) arising from tax losses
3.3 Other decreases
4. Closing balance 1,273 1,340
Figures in ‘000
12.4 Change in deferred tax liabilities (recognisegbrofit or loss)
Total 2016 Total 2015
1. Opening balance 5,214 8,047
2. Increases 830 1,037
2.1 Deferred taxes recognised in the year 830 1,037
a) related to previous years 137
b) due to changes in accounting policies
c) other 830 900
2.2 New taxes or increases in tax rates
2.3 Other increases
3. Decreases 1,205 3,870
3.1 Deferred taxes derecognised in the year 1,205 3,870
a) reversals 1,205 3,870
b) due to changes in accounting policies
c) other
3.2 Decrease in tax rates
3.3 Other decreases
4. Closing balance 4,839 5,214

Figures in ‘000

vu




12.5 Change in deferred tax assets (recognisediityd

Total 2016

Total 2015

Opening balance

20

20

2. Increases
2.1 Deferred tax assets recognised in the year
a) related to previous years
b) due to changes in accounting policies
c) other
2.2 New taxes or increases in tax rates
2.3 Other increases

o

3. Decreases

3.1 Deferred tax assets derecognised in the year
a) reversals
b) impairment due to non-recoverability
¢) due to changes in accounting policies
d) other

3.2 Decrease in tax rates

3.3 Other decreases

o

4. Closing balance

20

Figures in ‘000

12.6 Change in deferred tax liabilities (recogniseequity)

None.

On 14 December 2016, the Revenue Office notified@bmpany of two assessment notices regarding

the 2011 tax year (one for transfer pricing for &@r093 thousand and the other for withholding

taxes of Euro 1,404 thousand). No specific acowesd recognised since the Company acted in full

compliance with the relevant law and intends tonsitilsolid arguments to the competent authorities.

In this respect, on 10 February 2017 and in agreemih the former Single Shareholder, Banca

Sistema (which replaced Beta Stepstone as a i&sthié merger) filed a tax settlement proposal with

the Revenue Office to establish a cross examinanhemphasise the groundlessness of the claims.

Indeed, the Company acted correctly in checking fémness of the transfer pricing and in total

respect of the regulatory requirements applicabigithholding taxes.

Section 14 - Other assets - Item 140

14.1 Breakdown of item 140 "Other assets"

2016 2015
Loans and receivables
related to the F23 form 1,032 1,258
Prepayments 11 7
Leasehold
improvements - 21
Other 184 312

Total 1,227 1,599

Figures in ‘000
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Other assets comprise (i) financial assets foliethifontributions and registration taxes (F23)dpai
advance by the Company on behalf of the debtorschwlre recovered upon judicial and extra-
judicial receipt of the factored loans and recel@apand (i) receivables for legal fees paid inaatte

which, usually, are reimbursed by debtors at tleanthe judicial or extra-judicial collection.
Prepayments are calculated on an accruals basis.

LIABILITIES

Section 1 — Financial liabilities - Iltem 10

Financial liabilities 1.1

They may be analysed as follows:

31/12/201 31/12/201!
due to financial due to due to financial due to
duetobanks| " duetobanks| ",
institutions customers institutions customers
1. Financing - - - - L
1.1 Repurchase agreements -
1.2 Other financing - - - - 1 -
2. Other liabilities - - 19.57 - 16.175 23.198
Total - - 19.575 - 16.174 23.198
Fair value — level 1 - - -
Fair value — level 2 - - - - - -
Fair value — level 3 - - 19.575 - 16.176 23.199
Total fair value - - 19.575 - 16.176| 23.19

Figures in ‘000

Due to customers comprise the second instalmentthefwithout-recourse purchase price of
receivables pledged as collateral for the full y@pant of the receivables due from each transferred
debtor. These amounts are disbursed: (i) uporc@ligction of the receivables whose allocationds n
disputed by the debtor, or (i), where contractuplovided for, provided that it is confirmed thihe
judicial authority's measure is no longer open hallenge. Similarly to loans and receivables with
customers, financial liabilities are measured abrigsed cost and discounted using the effective
internal rate of return. Indeed, they originatenfrthe same contract and the settlement date of the

financial liability usually coincides with the celition date of the receivable factored.
Section 7 — Tax liabilities

Reference should be made to section 12 — Tax amset&bilities.

Section 9 - Other liabilities - Item 90

“Other liabilities” refer to the liabilities thatadnot fall under the other liability items of theatement

of financial position.

vu



9.1 Breakdown of item 90 "Other liabilities"

This caption may be analysed as follows:

31/12/2016 31/12/2015
Due to bodies for collections to be recharged 518 1.787
Trade payables 203 451
Tax authorities and social security institutionssathholdings and contributions to be paid 104 16
Accrued expenses on amounts due to employees 38 10%
Other liabilities 608 54
Total 1.470 3.057

Figures in ‘000

Due to bodies for collections to be recharged

They refer to the amounts collected from transtédebtors and not yet reconciled due to the lack of

data about the relevant receivables.

Trade payables

They mainly refer to invoices for services and cttamcies received before the reporting date or

invoices received after the reporting date, butgdeing to 2016, which will be paid as contractyall

agreed.

Other liabilities

They mainly comprise accrued expenses and defenaume, calculated on an accruals basis,

collections from invoices not transferred during thversal to the assignor and the collection gdille

fees to be recharged to beneficiaries.
Section 10 — Post-employment benefits - Item 100
10.1 “Post-employment benefits”: annual changes

This item changed as follows:

Total 2016 Total 2015
A. Opening balance 414 380
B. Increases 119 63
B.1 Accruals 72 63
B.2 Other increases a7
C. Decreases 175 28
C.1 Payments 97 21
C.2 Other decreases 77 7
D. Closing balance 358 414

Figures in ‘000
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“Post-employment benefits” are governed by art120 of the Italian Civil Code and include the
estimate, calculated using the above-mentionedagatutechniques, of the amount to be paid to

employees upon termination of their employment i@t
10.2 Other disclosures

Until 31 December 2012, actuarial gains and loss=e entirely recognised in the income statement

in accordance with the previous version of IAS 19.

Following the coming into force of the new versiohlAS 19 issued by the IASB in June 2011,
application of which became mandatory on 1 JanB&fy, actuarial gains and losses are immediately
and entirely recognised in the “Statement of com@nsive income” with an impact on equity. As the
corridor approachhas never been applied, the prudential filtersbéisteed by the Bank of Italy in its
communication dated 8 May 2013 in terms of reguatapital do not apply.

Post-employment benefits are broken down beloveaordance with IAS 19.

Reporting period 2016

Past service liability at 1 January 2016 414
Interest cost 9
Current service cost 63
Past service liability of newly-hired employees

Utilisation (175)
Actuarial (gain) or loss 47
Past service liability at 31 December 2016 358
Post-employment benefits recognised at 31 DeceR0iEs 358

Figures in ‘000
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Section 11 — Provisions for risks and charges — i@ 110

11.1 Breakdown of item 110 “Provisions for riskslarharges”

31/12/2016

31/12/2015

Provision for risks and charges

500

Total

500

The provision was prudently accrued to cover thiavwourable outcome of some disputed loans and

receivables from assignors

11.2 Changes in item 110 “Provisions for risks amérges”

A. Opening balance

B. Increases

500

- accruals
- other increases

500

C. Decreases

- utilisations
- releases
- other decreases

D. Closing balance

Section 12 — Equity — Items 120, 130, 140 and 150

12.1 Breakdown of item 120 "Share capital”

1.2 Other shares (to be specified)

Items/Values Total 2016 Total 2015
1. Share capital 47,000 47,000
1.1 Ordinary shares 47,000 47,000

Figures in ‘000

The share capital is comprised of 47,000,000 ordishares of a nominal amount of Euro 1 each and

is wholly owned by the sole shareholder Banca Siate

12.2 Breakdown of item 130 "Treasury shares"

None.

12.3 Breakdown of item 140 "Equity instruments"

None.

12.4 Breakdown of item 150 "Share premium"



None.
12.5 Other disclosures: item 160 “Reserves”

Pursuant to the Bank of Italy's circular no. 5362 danuary 2009, the company's equity is broken

down below, with indication of the origin, availtity and distributability of the various items
comprising it.

Summary of uses in the past years
Amount Possible use Available portior
To cover losses Other reasons
Share capital 47.000
Legal reserve 3.612 (A-B)
Statutory reserve 10 (A-B)
Revaluation reserve (93) (A-B)
Other reserves 8.447 (A-B-C) 8.447
Total 58.974 8.447
Undistributable portion 50.524
Residual distributable portion 8.447

Figures in ‘000
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Part C - NOTES TO THE INCOME STATEMENT

Section 1 - Interest - Iltems 10 and 20

1.1 Breakdown of item 10 “Interest and similar inog'

Debts instrument Financing Other 2016 2015
1. Financial assets held for trading
2. Financial assets at fair value through profilbss
3. Available-for-sale financial assets
4. Held-to-maturity investments
5. Loans and receivables - - - 4.962 5.132
5.1 - With banks - - 235 23p 489
5.2 - With financial institutions - -
5.3 - With customers - 4.337 391 4,727 4.643
6. Other assets X X
7. Hedging derivativesa X X -
Total 4,962 5.132
Figures in ‘000
1.2 Interest and similar income: other disclosures
Interest income is broken down below with prioryearresponding figures:
2016 2015 Change
Default interest 3,427 3,470 (43)
Interest income - customers 1,506 1,309 197
Interest income - banks 235 489 (254)
Other interest income - debtors' compensation, etc. 391 343 48
Total interest income 5,558 5,611 (52)
Lump-sum prudent adjustments to default interest (960) (648) (311)|
Interest income, net of adjustments A 4,599 4,962 (363)
Realised gains 1,785 1,331 455
IFRS gdjustments for measuring loans and receivalbles (1,422) (1,161) (261)
amortised cost
Total gains B 363 170 194
Interest and similar income A+B 4,962 5,132 (270)

Figures in ‘000
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1.3 Breakdown of item 20 “Interest and similar exge"

Financing Securities Other 2016 2015

1. Due to banks 16| X 16
2. Due to financial institutions 500 X 500 1.59
3. Due to customers X
4. Securities issued X
5. Financial liabilities held for trading
6. Financial liabilities at fair value through pitadr loss
7. Other liabilities X X
8. Hedging derivatives X X

Total 500 - - 516| 1.594

Figures in ‘000

Interest expense refers to advance payments ors land receivables previously obtained from
Unicredit Factoring S.p.A. (fully repaid) and thedrest accrued during the first half of 2016 om th

subordinated loan granted (and fully repaid) byfthmmer sole shareholder Stepstone FH .

Section 2 - Fees and commissions - Iltems 30 and 40

2.1 Breakdown of item 30 "Fee and commission intome

Detail Total 2016 Total 2015
1. finance leases - -
2. factoring transactions 929 1,204
3. consumer loans - -
4. guarantees issued . E
5. services for: 8 33
- funds managed on behalf of third parties - -
- foreign exchange transactions - -
- product distribution - -
- other 8 33
6. collection and payment services 7513 37
7. securitisation servicing services - -
8. other fee and commission income: - -
- other - -
Total 1,312 1,275

Figures in ‘000
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Section 8 — Net reversals of impairment losses/impment losses — Item 100

8.1 - "Net reversals of impairment losses/impairhiesses on loans and receivables”

Impairment losses Reversals of impairment logses

2016 2015
individual portfolio individual portfolio

1- Loans and receivables with banks
- leases
- factoring
- other loans and receivables

2 - Loans and receivables with financial ingi@ns
Acquired impaired loans and receivables

- leases

- factoring

- other loans and receivables

Other loans and receivables

- leases

- factoring

- other loans and receivables - -
3- Loans and receivables with customers - 1.341 1.341 3.118

Acquired impaired loans and receivables
- leases
- factoring
- consumer loans
- other loans and receivables

Other loans and receivables
- leases - - - - - -
- factoring - - - 1.341 1.341 3.118
- consumer loans - - -
- other loans and receivables

Total - - - 1.341 1.34] 3.11B

Figures in ‘000

The reversal of the impairment loss on the poxfahainly refers to the collection of loans and

receivables and default interest in excess oféhegnised amount.

8.2 - "Net reversals of impairment losses/impairhtesses on available-for-sale financial assets"
None.

8.3 - "Net reversals of impairment losses/impairtiesses on held-to-maturity investments”
None.

8.4 - "Net reversals of impairment losses/impairtesses on other financial transactions"

None.
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Section 9 — Administrative expenses - Iltem 110

9.1 Breakdown of item 110.a “Personnel expenses”

Items/Sectors

Total 2016

Total 2015

1) Employees
a) wages and salaries

b) social security charges
c¢) post-employment benefits
d) pension and similar costs
e) accrual for post-employment benefits
f) accrual for pension and similar provisions:
- defined contribution
- defined benefits
g) payments to external supplementary pensiodsun
- defined contribution
- defined benefits
h) other personnel expense
2) Other personnel
3) Directors and statutory auditors
4) Retired personnel
5) Cost recoveries for personnel seconded to otheompanies

6) Cost reimbursements for personnel seconded togtcompany

1,232
840
274

75

43

477

(49

993
313

68

73

1,447

25
524

(24)

Total

1,660

1,972

Figures in ‘000
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9.2 Average number of employees by category

Total 2016 Total 2015
Managers 0 2
Junior managers 5 7
Other employees 7 10
Total 12 19

Similarly to the previous reports, the Chief ExéoriOfficer is not included in the workforce.

9.3 Breakdown of item 110.b “Other administratixpenses”

Detail Total 2016 Total 2015

615 713

Legal, technical and professional consultancies
Office lease 218 201
Software maintenance fees 309 273
Other overheads 114 178
Travel costs and expense reimbursement 8¢ 82
Post, telephone and data transmission costs 34 40
Undeductible VAT i 141
Maintenance, repairs and rentals g 62
Utilities H 14
Total 1,387 1,712

Figures in ‘000

Other administrative expenses also include the femd to the independent auditors and other

companies of the PwC network as detailed below:

PwC S.p.A.

PwC network

Service
Italy

Abroad

Italy Abroad

Audit

54

Advisory services

59

Figures in ‘000
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Section 10 — Depreciation and net impairment loss@&s property and equipment — Iltem 120

10.1 Breakdown of item 120 “Depreciation and ngbamment losses on property and equipment”

Reversals of
Depreciation (a) | Impairment losses |(inpairment losseq
(©)
1. Assets - property and equipment 1B - - 13
1.1 owned
a) land - L N R
b) buildings -
c) furniture 9
d) operating assets 4 . 4
e) other -
1. 2 under finance lease -
a) land - L s -
b) buildings - L i R
c) furniture - L s -
d) operating assets - L s -
e) other - L i R
2. Investment property - - - -
a) other - L | _
Total 13 - - 13

Carrying amount (a +
b+c)

Figures in ‘000
Section 11 — Amortisation and net impairment lossesn intangible assets — Item 130

11.1 Breakdown of item 130 “Amortisation and ngpanment losses on intangible assets”

Amortisation (a) Impairment losses (). Reversals of Carrying amount (a
impairment losses (¢) +b+c)
1. Goodwill - - - -
2. Otherintangible assets 17| - - 17
2.1 Owned 17 - - 17
2.2 Under finance lease - - - -
3. Assets related to finance leases - - - -
4. Assets under operating lease - - - -
Total 17 - - 17

Figures in ‘000

Section 13 — Net accruals to provisions for risksnal charges — Item 150

13.1 Breakdown of item 150 "Net accruals to prawisifor risks and charges

2016 2015

Net accruals to the provision for risks and charges 500 -
Total 500 -

It was prudently recognised to cover the unfavolgrabutcome of some disputed loans and

receivables from assignors
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Section 14 — Net other operating expense — Item 160

Total 2016 Total 2015
14.1 Other income 56 48
14.2. Other expense (110) (132
Total (55) (84)

Figures in ‘000

14.1 Breakdown of item 160 "Other operating income"

Total 2016 Total 2015
Prior year income 1p 17
Revenue from services
Other income 43 30
Total 55 48

Figures in ‘000

Prior year income refers to amounts collected Yaithg legal proceedings in excess of the recognised

receivable and are included in the "from collectibem.

14.2 Breakdown of item 160 "Other operating expénse

Total 2016 Total 2015
Prior year expense (105) (113)
Amortisation of leasehold improvements (3) (14)
Other expense (1) (5)
Total | (110) (132)

Figures in ‘000

Prior year expense refers mainly to the legal fieesrred to recover the receivables in portfolid no

repaid by debtors.

79



Section 17 — Income taxes on continuing operationsitem 190

17.1 Breakdown of item 190 “Income taxes on comntimoperations”

Component/Values 2016 2015

1. Current taxes (-) (1,075) (2,504)
2. Changes in current taxes from previous yedr$
3. Decrease in current taxes for the year
3.bis Decrease in current taxes for the year dimaios and
receivables

assets as per Law no. 214/2011 0 0
4. Change in deferred tax assets (+/-) (31) (1,735)
5. Change in deferred tax liabilities (+/-) 375 2,970
Tax expense for the year (731) (1,270)
Figures in ‘000
17.2 Reconciliation between the theoretical andatffe tax expense

2016 2015

PRE-TAX PROFIT (LOSS) ON CONTINUING OPERATIONS 3,466 4,072
Theoretical tax rate 33.22% 33.22%
Theoretical taxes (1,151) (1,353)
1. IRES rate adjustment
2. IRAP rate adjustment
3. Permanent differences 420 405
4. Transfer of prior year deferred tax assets (322)
5. Other differences
Income taxes recognised in the income statementgih 190) (731) (1,270)

Figures in ‘000
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Section 19 — Income statement: other disclosures

19.1 Breakdown of interest and fee and commissiconme

Interest income

Fee and commission income

Banks

TTrTaTTCTeT

institutions | Customers

Banks

TTTETTCTaT
institutions

Customers

2016

2015

1. Finance lease
- immovable assets
- movable assets
- operating assets
- intangible assets

2. Factoring
- current accounts
- future loans and receivables
- loans and receivables factored without reseu
- loans and receivables acquired at belowndinal amount
- other financing
3. Consumer loans
- personal loans
- special-purpose loans
- salary-backed loans
4.Pawn loans

5 Guarantees and commitments
- commercial
- financial

235

235

4.721
1.264
244
2.831

39

1.311
66

59

47

6.273
1.934
240
3.42

673

6.40
1.90]
230
3.41

860

Total

235

4.721

1.31]

6.273

6.40

Figures in ‘000
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Part D — OTHER DISCLOSURES

Section 1 — Specific disclosures about the business
B. Factoring and assignment of loans and receivatde
B.1 Gross amount and carrying amount

B.1.1 - Factoring transactions

2016 2015
Gross Impairment Carrying Gross Impairment Carrying
amount losses amount amount losses amount
1. Unimpaired assets 68.938 3.719 65.221 79.023 4.469 74.554
- Exposures to assignors (with recourfe) 8.635 - 8.63% 11.704 - 11.70p
- Assignment of future receivables 2.558 - 2.558 2.759 - 2.75%
- Other 6.077 - 6.07Y 8.95] - 8.951
- Exposures to assigned debtors (withput 60.304 3.719 56.58 67.311 4.469 62.84
recourse)
2. Impaired assets 4.004 210 3.794 2.324 250 2.07¢
2.1 Non-performing - - - - - -
- Exposures to assignors (with recourfe) - - - - - -
- Assignment of future receivables
- Other
- Exposures to assigned debtors (withput - - - - - -
recourse)
- Loans and receivables acquired at bel¢w
the nominal amount
- Other
2.2 Unlikely to pay 440 214 23 445 250 19
- Exposures to assignors (with recourfe) - - - - - -
- Assignment of future receivables
- Other
- Exposures to assigned debtors (withput 440 214 23 445 25( 19
recourse)
- Loans and receivables acquired at bel¢w
the nominal amount
- Other 440 214 23 445 250 19
2.3 Past due/overdue 3.564 - 3.564 1.88( - 1.88
- Exposures to assignors (with recourfe) 3.564 - 3.564 1.88( - 1.88
- Assignment of future receivables
- Other 3.564 - 3.56¢ 1.880 - 1.88¢
- Exposures to assigned debtors (withput - - - - - -
recourse)
- Loans and receivables acquired at bel¢w
the nominal amount
- Other
TOTAL 72.942 3.927% 69.01 81.347 4.719 76.62

Figures in ‘000
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B.2 Breakdown by residual maturity

B.2.1 Factoring with recourse: Advances and outdiia

Advances Outstanding
Time frames
Total 2016 Total 2015 Total 2016 Total 2015
- on demand 8,112 6,127 11,646 9,396
- up to 3 months 1,014 1,656 1,455 2,539
- from 3 to 6 months 2,406 5,744 3,454 8,809
- from 6 months to 1 year
- over 1 year
- open term
Total 11,532 13,527 16,555 20,744
Figures in ‘000
B.2.2 Factoring without recourse: exposures
Exposures
Time frames
Total 2016 Total 2015
- on demand 897 253
- up to 3 months 2,243 96
- from 3 to 6 months 13,219 18,389
- from 6 months to 1 year 23,649 24,647
- over 1 year 17,476 19,717
- open term
Total 57,484 63,101

Figures in ‘000
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B.3.1 Changes in impairment losses

B.3.1 - Factoring transactions

Gpening impaimment l0sses increases Decreases Ciosing
impaiment | Losses o Ters from | Other | Rewersals o] Gains on Transters o | Derecognit Gther | impairment
Tosses sales | other categories| increases |impaiment [ assignment | other categories decreases| losses
losses
Tnavidual impaiment 105565 on mpaired assets
Exposures to assignors 250 5 - 45 2
- Non-performing - -
- Unlikely to pay 250 5 ag] 210
- Past dueloverdue
assigned debtors
- Past dueloverdue
2. Collective impaitment 1055e5 on other assed 2.469) Spo - 134 - 377
- Exposures to assignors
- Exposures (o assigned debtors 4.469) 9p0 [ 1.341] [ 9 36 3.7
Total 2719 B3 1341 - 5. 36} 3.9

Figures in ‘000
Net impairment losses refer to default intereseirsable accrued at the reporting date (Euro 3.8anmjl

B.4 Other disclosures

B.4.1 Turnover of assigned loans and receivables

Item Total 2016 Total 2015

1. Without recourse 11,353 11,230
- including: acquired at below nominal amount

2. With recourse 26,069 32,715

Total 37,422 43,945

Figures in ‘000

B.4.2 Collection services

Item Total 2016 Total 2015
Loans and receivables collected during the 0 3,984
year
Loans and receivables at the reporting date 0 0

Figures in ‘000
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B.4.3 Nominal amount of factoring for future loarsd receivables

Item Total 2016 Total 2015
Contracts to purchase future loans and
. 0 5,353
receivables
Loans and receivables at the reporting date 4,089 5,353

Figures in ‘000
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D. GUARANTEES GIVEN AND COMMITMENTS
D.1 Value of guarantees given and commitments

None.
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Section 2 - Securitisation transactions and sale aksets

None.
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Section 3 - Risks and related hedging policies

The company attaches great importance to risk neanagt and control in order to identify, assess

and measure the events which may jeopardise iectlgs.

The main current and potential risks identified dth®n the characteristics of the business and

actively managed by the company are as follows:
» credit risk: it arises from the possibility that@unterparty be unable to meet its obligations;

» concentration risk: it arises from the excess cotmagon with an individual assignor (with

recourse) or debtor (without recourse);

o operational risk: it arises from the inadequacynmalfunctioning of procedures, human

resources and internal systems, or the possihilftyincidents, malfunctioning or faults

causing damage to people and the environment gpakcitng the financial results;
» liguidity risk: it arises from the inability to meshort-term payment obligations;

» interest rate risk: it is related to the potentigbact that an unexpected change in interest
rates may have on the company's current profiteguity due to the mismatching of
maturities;

» unqguantifiable risks: they arise from risks thatmwat be numerically quantified, including:

0 strategic riskit is related to the forward-looking decreasgiiafits (or capital) due
to changes in the operational background or wroagagement's decisions;

o reputational riskit is related to the forward-looking decreaseiiafits (or capital)
due to the deterioration of the image of the inetrary vis-a-vis customers,
counterparties, shareholders, investors or supewisdies;

o compliance riskit is related to possible judicial or adminisivatpenalties,
significant financial losses or damage to reputatis a consequence of violations of
imperative provisions (as prescribed by law or fetipns) or also of self-regulation

(e.g., articles of association, codes of conduarparate governance codes).
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3.1 Credit risk
QUALITATIVE DISCLOSURE

1. General aspects

The company specialises in the purchasing of |@artk receivables “without recourse” and “with

recourse” (the latter business line was launchaé®it®), specifically from the public administration

Its business activities are regulated by Law noob21 February 1991 with respect to commercial
loans and receivables, while all other loans arzkivebles are governed by article 1260 and
following articles of the Italian Civil Code. Itsistomers mainly comprise companies of any size that

provide goods, works or services to the public aufstriation.

The terms and conditions of factoring contract®adrfrom time to time with the assignor are defined

based on the results of the credit and legal digedces carried out on the assigning companies and
the related assigned debtors, as well as the pnalign analysis of the loans and receivables to be
factored in order to check their certainty, liqtydand collectability. These assumptions are necgss

to obtain the issue of a court order in the evémion-payment at maturity.

Following the assignment of loans and receivabigsed out pursuant to Law no. 52/1991 or article
1260 of the Italian Civil Code, the company suceetbe assignor in its relationship with the related
assigned debtors. With respect to without-recotresesactions, following the full transfer of themo
recourse risk vis-a-vis the assignor (except fturres for just cause), the company may recover the
receivable only by taking legal action against #ssigned debtor. The recovery of a receivable
through a legal action against the assigned debtprires the issue of a court order. The procedural
status of the position is subsequently monitoregetioer with the calculation of the estimated

collection days.

With respect to with-recourse transactions, thegamg, which has the right to exercise the recourse
action vis-a-vis the assignor, does not commen@e@very action against the debtor at the maturity

date of the advance, unless the assignor doegpay the advance or expressly requests for it.
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2. Credit risk management policies
2.1 Main risk factors

The credit (or counterparty) risk is the compamgsposure to potential losses generated by the

counterparty's failure to meet its obligations.

This risk is related to deficiencies associatedlite nature of the loans and receivables purchased

and the financial standing of the assignor (wittotese) or the assigned party (without recourse).

When loans and receivables are purchased withaaurse, the primary counterparty risk is the
assigned debtor. When the public administration) (BAnvolved, the risk is vis-a-vis the public lyod

or the local body, the local health care units (B3.LL.) and hospitals (A.O.). The AA.SS.LL. and
the A.O. are legally independent, but are finahciaupported by the central government through

annual budget appropriations for the national hesgtvice and the regions.

With respect to with-recourse transactions (in ¢lrent of non-payment by the assigned debtor or
return of the receivable when, during the judiciallection of the receivable, the inability to peed

against the debtor is confirmed), the company ésescits right of recourse against the assignor to
obtain the return of the advances made. Consegquémd exposure to this risk refers to the assignor

instead of the assigned debtor.

The “quantifiable” risk is measured using thtandardised methodet out in the Supervisory

regulations.
The credit risk may also include:

» the “dilution” risk, i.e., the possibility that the receivablerghased is no longer collectable at
maturity due to offsetting, allowances, disputesvieen the assigned debtor and the assignor.

This risk is mitigated by means of specific proeis included in the assignment contract;

» the risk of ‘fevocation claims under Law no. 52/1991, debtors shall pay theigase,
including should the assignor go bankrupt. Morepveayments cannot be revoked.
Furthermore, the receiver may request that thgasgnt be revoked should it prove that the
assignee was aware of the insolvency status ofsk@gnor when the transaction was being

finalised.

These risks are monitored during the preliminamesgtigation stage through careful and in-depth

analysis of the credit standing of the parties imed.
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2.2 Risk management, measurement and control systelmpted and organisational structures

responsible for it

Because of the lack of significant historical imt&r figures and the small number of assignors and
debtors, the company is unable to develop risk oreagzent systems internally. Therefore, it adopts

the standardised method set out in Circular no.dBAugust 1996 - seventh update of 9 July 2007.

Under this method, exposures are broken down ggmsnts, based on the nature of the counterparty
and the technical characteristics of the relatigngtvith or without recourse) to which different
weighting rates are applied. The latter may alser the evaluations provided third parties (EICAI

acknowledged by the Bank of Italy (specificallyt fiublic administration bodies).

With respect to IFRS-compliant factoring withoutcoerse, exposures are allocated to “assigned

debtors”, while those with recourse are allocatethé “assignor”, the beneficiary of the advance.

Consequently, the company carefully selects thsigasrs” with which it signs assignment contracts
through an accurate analysis of their credit stamdivhile considering the "public-sector" nature of

the assigned debtors and the commercial developraegats.
Selection takes place through:
» activities preliminary to the purchase of the Idegtseivable (preliminary investigation);

* monitoring the debtors and assignors in portfold least once a year, or earlier when

additional risks are assumed);
» the transaction’s settlement method (including wisement in instalments).

Furthermore, the credit risk is constantly measumad monitored by the Risk control function

through:
» portfolio analyses and assessments;
» reporting to the company's decision-making bodies.

Credit risk assumption rests with the Chief ExeautDfficer for amounts below Euro 500,000 and
the Executive committee (comprising the Managingator and the Chairman) for higher amounts.

Responsibility for related party transactions regth the Board of directors.

As part of the process to purchase loans and r&glels, in addition to the decision-making actigtie
carried out by the Chief Executive Officer or th&eEutive committee, the “credit committee”,
comprised of the Preliminary investigation managkee, Risk control function manager, the Legal

function manager, the Administrative manager angl Bortfolio manager, issues “non-binding”
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opinions and prepares specific reports which inelalll information deemed useful and necessary to
carefully analyse the counterparty to be assignedl the loans and receivables which may be

purchased, indicating the price to be applied Aecekpected economic returns.

2.3 Credit risk mitigation techniques

The company does not apply risk mitigation techegyjas defined in the Bank of Italy's circular no.
216, Section IV.

However, credit risk is mitigated through (i) thetimods underlying the price to purchase the loans
and receivables without recourse which providestaweral tranches (the first upon purchase, the othe
ones when specific conditions, including the ciediion of the loan/receivable or the collection of
the entire loan/receivable, are met); (ii) the giad as a guarantee of the subsequent tranchds unti
full recovery of all the loans and receivables pased from the same assignor (with recourse) and
obtaining of personal guarantees (specifically feith recourse transactions) subject to the

preliminary evaluation of the guarantor.

2.3 Procedures and methodologies used in managidgantrolling impaired financial assets

When loans and receivables are factored withowdurse, the risk is vis-a-vis the assigned debtors,
mainly comprised of public administration bodiesasBd on Supervisory requirements, credit

exposures to the PA may be classified as:

* non-performingwhen the bodies are in financial distress;

» unlikely to paywhen it is improbable that the debtor fully meé$scredit obligations without
resorting to actions including the enforcementudrgntees;

e past due/overduavhen they are overdue by a continuous period afenthan 90 days. The
continuous period ceases when the debtor payssit d@e of the other debt positions within
90 days;

» performing when the counterparties show no irregularitieelation to payments.

With respect to loans and receivables factored auithrecourse and subsequently returned to the
assignor, the risk - being tliRepurchase pricealculated on the basis of the contractual ternts an
conditions — is allocated to the assignor. In adance with the Supervisory regulations, these loans

and receivables are classified as:
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» performing:when the assignor is not in default vis-a-vis¢henpany or its payments are late
by not more than 90 days or are late by more titadays, but only if the past due amount is
below 5% of the total exposure;

» unlikely to paywhen it is improbable that the debtor fully meé$scredit obligations without
resorting to actions including the enforcementdrgntees;

e past due/overduavhen the exposure is past due by more than 99 ifltye higher of the two
following amounts is equal or greater than the B%ghold: a) the average of the past due
amount on the entire exposure measured daily iptioe quarter; b) the past due amount on
the entire exposure at the reporting date;

* non-performing when the party is insolvent, although not con&drby the court, or in a

substantially similar situation.

The above classification is in line with the Supsowy requirement (Circular no. 217, 13th update) a
of 1 January 2015 in respect of a different dabiniof “default which entailed the reclassification of
impaired assets intmon-performing, unlikely to pafreplacing the watchlist loan category) and
impaired past due-overdud&he restructured exposure category is no longesgmt, while the new
“non-performing forbearance exposure” and the ‘quaning forbearance exposure” categories were

introduced.

When loans and receivables are returned to anrssig relation to which there are second tranches
of the purchase price of other loans and receigaldentractually withheld to guarantee the full
collection of all loans and receivables purchasbe, exposure is included under thesk of
revocation claii when the guarantee covers the amount of the metlrloan/receivable.

Furthermore, when the second tranches are duexfizsure is decreased by the same amount.

Conversely, when the second tranches of the pre@at enough, the personal guarantees and/or the
collateral acquired as part of the contract areree to recover the repurchase price. Should there
no ancillary guarantees, a repayment plan of tperolhase price is usually defined based on the

assignor's repayment ability.

Should it be impossible to reach an out-of-coupaygnent agreement, the position will be classified
under the relevant category, in accordance withStngervisory regulations referred to above, by the

Risk control function, informing the Chief ExeclgiOfficer.

The exposures related to “with recourse” transastiare classified as impaired past due-overdue in

accordance with the “debtor's approach” regulation.
QUANTITATIVE DISCLOSURE

1. Credit exposures by portfolio and credit quality
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. . Unimpaired
. . Non- Unlikely to | Impaired past Other
Portfolio/Quality performing pay due/overdue du efoisé rdud unimpaired Total

1. Available-for-sale financial assets
2. Held-to-maturity investments
3. Loans and receivables with banks 14,361 14,361
4. Loans and receivables with customers 231 3,564 1,841 63,458 69,093
5. Financial assets at fair value through profitoss
6. Financial assets held for sale

Total 2016 0 231 3,564 1,841 77,819 83,454

Total 2015 0 195 1,880 1,791 101,715 105,581

Figures in ‘000

Loans and receivables with banks sitbecompany's current account balances.

2. Credit exposure

2.1- Loans and receivables with customers: groseusnts, carrying amounts and residual maturity

brackets
R i I
Impaired assets
Unimpaired
iod [ romsio® | monitoa/ e | s
year

A. ON-STATEMENT FINANCIAL POSITION

a) Non-performing X X
of which: forborne exposures X X

b) Unlikely to pay 440 X 210 X 231
of which: forborne exposures X X

c) Impaired past due/overdue exposures 3.564 X X 3.564
of which: forborne exposures 2.811 X X

d) Unimpaired past due/overdue exposures X X X X 184 x 1.841
of which: forborne exposures X X X X X

e) Other unimpaired exposures X X X X 67.174 X i 3.719 63.459
of which: forborne exposures X X X X X X

TOTALA 440 3.564 0] 0 69.01 21p 3.718 69.0p4
B. OFF-STATEMENT FINANCIAL POSITION
a) Impaired X X
b) Unimpaired X X X X X
TOTALB 0 0 0 0 0| 0| 0f [
TOTALA+ B 440 3.564 q [¢ 69.01 210 3.718 69.0p4

Figures in ‘000

2.2- Loans and receivables with banks and finanostitutions: gross amounts, carrying amounts

and residual maturity bracket
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Gross amount . Indiyidual .Collgctive Carrying
impairment  |impairment] amount
Impaired assets deteriorate
up to 3 month from 3 to 6 |from 6 month{ more than 1| Unimpaired assets
months to 1 year year

A. ON-STATEMENT FINANCIAL POSITION

a) Non-performing X X
of which: forborne exposures X X

b) Unlikely to pay X X
of which: forborne exposures X X

c) Impaired past due/overdue exposures X X
of which: forborne exposures X X

d) Unimpaired past due/overdue exposures X X X X X
of which: forborne exposures X X X X X

e) Other unimpaired exposures X X X X 14.B61 X 14.p61
of which: forborne exposures X X X X X

TOTAL A 0 0 0 0 14.36]] q [« 14.36[L
B. OFF-STATEMENT FINANCIAL POSITION
a) Impaired X X
b) Unimpaired X X X X X
TOTALB 0 0 0 0 0 0 0f q
TOTALA+ B 0 0 0 0| 14.36% 14.36fL

Figures in ‘000
These are the company's current account balances.
2.3- Classification of exposures based on exteaindlinternal ratings

2.3.1 Breakdown of credit exposure on- and offestent of financial position by external rating

class
External rating classes
Class Class Class Class Class Class Unrated Total
1 2 3 4 5 6

A. On-statement of financial position 56.586 12.507 69.093
B. Derivatives

B.1 Financial derivatives

B.2 Credit derivatives
C. Guarantees given
D. Commitments to disburse funds
E Other

Total - - 56.584 - - - 12.507 69.093

Figures in ‘000

The Baaz2 rating (class 3) assigned to the sover&grby the external rating agency Moody's leads
to a weighting rate of 100% of exposures to publininistration bodies, except for local bodies

(20%) and central administrations (0%). The weigitiate of exposures with no ratings is 100%.

2.3.2 Breakdown of credit exposure on- and offestant of financial position by internal rating ctas
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None.

3. Credit concentration

3.1 Breakdown of loans and receivables with custsiog the counterparty’s business segment

. Values at 31 Values at 31 December
in thousands of Euros December 2016 2015
BODIES PROVIDING HEALTH SERVICES € 38,728 € 43,515
MANUFACTURING COMPANIES € 12,181 € 13,724
OTHER BODIES PROVIDING HEALTH SERVICES € 9,817 € 11,584
REGIONAL ADMINISTRATIONS € 7,071 € 7,518
MUNICIPALITIES AND GROUPS OF MUNICIPALITIES| € 665 € -
UNITS OR COMPANIES WITH 20 OR MORE

EMPLOYEES € 184 € 202
COMPANIES CONTROLLED BY LOCAL

ADMNISTRATIONS € 138 137
COMPANIES WITH FEWER THAN 20 EMPLOYEES € 131 € 42
OTHER LOCAL ADMNISTRATIONS € 86

GOVERNMENT ORGANISATIONS AND BODIES € 86 € 89
BODIES PROVIDING ECONOMIC SERVICES € 5 5
BODIES PROVIDING CULTURAL AND ASSISTANCE

SERVICES € 1 € 1
Total € 69,093 € 76,815

3.2 Breakdown of loans and receivables with custsiog the counterparty's geographical segment

in thousands of Euros D\égéun?ts)ea;t;olm Values atzgisDecember
CALABRIA € 36,299 € 41,462
CAMPANIA £ 23,240 € 23,301
LAZIO € 6,823 € 8,608
VENETO € 2,600 € 2,808
PUGLIA € 111 € 193
ABRUZZO € 5 € 5
MOLISE € 4 € 342
MARCHE € 4 £ 49
LOMBARDY € 3 € 3
PIEDMONT € 3 € 3
SARDINIA € - € 137
EMILIA-ROMAGNA £ - £ 2
Total £ 69,093 £ 76,815
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3.3 Large exposures

Large exposures are positions equal to or grelader 10% of the regulatory capital.

At 31 December 2016, only two positions exceeded dOthe regulatory capital, as shown below:

Debtor Carrying amount Weighted amount
ASL NAPOLI 3sUD 9,602,782 9,602,782
A.S. PROV.LE OF CROTONE 8,863,855 8,863,855

No risk position exceeds 25% of the regulatory tepiConsequently, no additional requirement

envisaged by regulation when exceeding the thrdskailecessary.

4 Models and other methodologies to measure anchgearedit risk
None.
5 Other quantitative disclosure about credit risk

Performingexposures to the assignor for with-recourse adwaand returned loans and receivables

have a weighting rate of 100%.

3.2 Market risk

The company is not exposed to the market risksgsaittfolio does not include financial instruments.
32.1 Interest rate risk

The company is exposed to the interest rate rigktorthe extent of its non-current portfolio, waik

is not exposed to this risk (included in the marigk) as it does not have a significant tradingko

With respect to liabilities, the company is no lengxposed to banks and the amounts due to
customers in relation to the payment of the sedoaiches of the consideration for the loans and
receivables purchased without recourse do not &i@ainterest. The interest rate risk determines the
potential impact that an unexpected change inastaates may have on the company's current profit
and equity due to the mismatching between lendmbfanding.

Loans bear a fixed rate, considering as such &lksadte applicable to default interest pursuant to
Legislative decree no. 231 on past due/overduesl@amd receivables purchased without recourse

(8% + ECB rate which is substantially close to xero

The company measures this risk in accordance Wwéhrtethodology described in annex C, Title 11l

Chapter 1 of the Annex to Circular no. 263.
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QUANTITATIVE DISCLOSURE

1. Breakdown of financial assets and liabilitiesrbgidual life (repricing date)

From 6 months to | From 5 to 10| After 10

On demand Up to 3 months] From 3 to 6 monfhs year From 1 to 5 yearp years years Open term
1. Assets 15.469.399 2.261.977 13.306.p97 35.334.658 6157327
1.1 Debt instruments
1.2 Loans and receivables 15.469.329 2261577 136806. [ 35.336.658 17.615.327 0
1.3 Other instruments
2. Liabilities (1.638.690 (1.411.313) (4.779.197) 842.528 (3.903.429) o 0 0
2.1 Amounts due (1.638.690) (1.411.312) (4.779.137) 842.528) (3.903.429)

2.2 Securities issued
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

Figures in ‘000

The company's portfolio is mainly comprised of pdst/overdue loans and receivables from the
public administration whose residual life is rethte the expected collection days.

The estimated term also considers the debtor'srgpbigal segment, the progress of the recovery of
the loan/receivable through legal action and thstemce of any ban on seize. The estimate does not
include the payments made voluntarily by the debgiven the little significance of this event ahd t
short historical series supporting quantitativénestes.

There are no financial liabilities bearing floatirajes.

2. Models and other methodologies to measure anmthg®the interest rate risk

The interest rate risk on the non-current portf@ia“ quantifiable” risk in relation to which the
company applies the methodology described in Arivieto the Bank of Italy's Circular no. 216 as

part of Pillar Il risk quantification

3. Other quantitative disclosure about the interasé risk

None.
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3.2.2 Price risk

QUALITATIVE DISCLOSURE

The company is not exposed to price risk, whidnatuded in the market risk, as it has no

instruments generating this risk.

1. General aspects

QUANTITATIVE DISCLOSURE

Not significant.

1. Models and other methodologies to measure anthgethe price risk
Not significant.

2. Other quantitative disclosure about the pricgkri

Not significant.

3.2.2 Currency risk

The company has no foreign currency assets orlitiabi Consequently, it is not exposed to the

currency risk.
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3.3 Operational risks
QUALITATIVE DISCLOSURE

Operational risks refer to the losses or damageradf by company or third parties as a result ef th

inadequacy or malfunctioning of procedures, systantshuman resources or from external events.

In order to identify and monitor the operationakd typical of its activities, the company has
identified the operational risks, if any, existimgthin its processes, setting up and implementimg t
controls necessary to mitigate them. The risk sbés or damage that may arise from the sudden
unavailability of one or more technical applicaBoand/or infrastructures (hardware and software),
due to material damage, is mitigated through priémerand control activities, including data back-up

review, maintenance and disaster recovery plans.

Finally, the evolution of the relevant regulatonddegislative background is another potential seur
of risk. In this respect, the company monitors iit¢ernal procedures and policies to ensure
compliance with the regulations applicable fromdito time, in order to implement any changes and

minimise any financial impact.

QUANTITATIVE DISCLOSURE

Operational risk 2014 2015 2016 Three-year Capital
average requirement 2016
Total income 6,662 4,813 5,758 5,744 862

Figures in ‘000
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3.4 Liquidity risk
QUALITATIVE DISCLOSURE
1. General aspects, management processes and methoasasuring the liquidity risk

The funding liquidity risk, related to the compangurrent or future inability to meet its financial

commitments, is the main source of risk. The exposuthis risk is mitigated by:

» the cash inflows from the collection of the loansl aeceivables in portfolio;

» the cash and cash equivalents on open bank caceatints.
The company is not exposed to the market liquid#ly as it has no trading books.

Under its lending and funding structure, the comyplaas no significant misalignments between the

maturity dates of collections and payments.

With respect to transactions without recourse, gaynof the first tranche of the consideration te th

assignor is financed by the cash and cash equigadenailable on bank current accounts.

Payment of the second tranche to the assignorrégayment of the advance to the lending body) is

subject to the full collection of the related lo@akivable.

With respect to factoring with recourse, the adeatacthe disbursed to the assignor (up to 80%eof th

transferred loan/receivable) is drawn from the casti cash equivalents available on bank current
accounts. When the transferred loan/receivableoleated, the company decreases the advance
granted to the assignor and, should the colleateoliat be greater than the exposure, it will pay the

excess amount to the assignor.
The regular flow of collections and deposits onkbamrrent accounts prevents the liquidity risk.
Therefore, the liquidity risk is subject to theléaling factors:

« the slowdown in the collection flow;

» the zeroing of available funds on bank current ant
In order to minimise the above risk, the company:

» regularly monitors the collection flow;

» carefully checks the available funds on open bamkeat accounts.

Under its lending and funding structure, the comyplaas no significant misalignments between the

maturity dates of collections and payments.
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The recourse to sources of financing has alwaysidered the sustainability of costs and the

company's ability to repay.

To date, the company is not indebted to banks fiiinding structure changed as follows over the past

three years:

Sources of financing 2013 2014 2015 2016
Banks and financial intermediaries € 56,863,678 6,091,141 € . € -
Subordinated loan from the former

sole shareholder € 13,744,658 € 14,944,658 16,144,658 €
Loan from the former sole

shareholder € 16,333,476 € 17,326,580 € - € -
Il tranches — assignors € 48,899,408 € H[@ | € 23,198,305 € 19,575,096

In order to monitor the liquidity risk, the Admimiation department produces a monthly report which
shows available cash and the projected outflomth@fmonth (advances/balance to be disbursed to
assignors, current expenses, e.g., salaries, payhamerest expense, etc.). Together with thekRis
control function, it checks that the projection dale is not below Euro 500,000 (the significant
threshold that ensures that the company's willinoatas a going concern for at least two months)
and provides the Chief Executive Officer with adsguinformation. To date, the company has

always complied with this threshold.
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QUANTITATIVE DISCLOSURE

1. Breakdown of financial assets and liabilitiesrbgidual contractual maturity — Currency: Euro

From From From From From From From From
1 7 15 days 1 3 6 1 3 After S E
On demand| to to to month months months| to years 5yeafs 8' §
7 15 1 to3 to 6 tol 3 to5
days days month months months year years yeal
On-statement of financial position assets 15.469 8.328 2.871 12.143 17.461 16.898 0
A.1 Government bonds
A.2 Other debt instruments
A.3 Financing 1.1079 8.3 2.816 12.143 17.461 16898
A.4 Other assets 14.36: 0l 0l
On-statement of financial position liabilities (1.63)| (1.152, (267, (4.911) (8.22]1) (4.621) 0
B.1Due to:
- Banks
- Financial institutions
- Customers (1.639) (1152, (267] (4.911) (8.2201) (4.621) 0

B.2 Debt instruments

B.3 Other liabilities
Off-statement of financial position transactions
C.1 Financial derivatives with
exchange of principal

- Long positions

- Short positions

C.2 Derivatives withouth
exchange of principal

- Positive differentials

- Negative differentials

C.3 Financing to be received

- Long positions

- Short positions

C.4 Irrevocable commitments to
disburse funds

- Long positions

- Short positions

C.5 Financial guarantees
issued

C.6. Financial guarantees received

Figures in ‘000

The company's portfolio is mainly comprised of pdst/overdue loans and receivables from the
public administration whose residual life is rethte the expected collection days.

The estimated term also considers the debtor'srgpbigal segment, the progress of the recovery of
the receivable through legal action and the excsteof any ban on seize. The payments made
voluntarily by the debtors were excluded given litike significance of this event and the short

historical series supporting quantitative estimates
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Section 4 — Equity
4.1 Company's equity
4.1.1 Qualitative disclosure

The company's definition of Regulatory capital @nsistent with that set out in the Bank of Italy's

circular no. 216, Section Il.

The company must comply with the capital requiret®em an individual basis as it belongs to a
group whose parent is based in Europe. As it do¢saollect savings from the general public, in
accordance with the applicable legislation, it &6% to the risk-weighted positions, maintaining

capital requirement for credit risk far above thgulatory threshold.
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4.1.2 Qualitative disclosure

4.1.2.1 Company's equity: breakdown

Items/Values

2016

2015

1. Share capital
2. Share premium
3. Reserves
- income-related
a) legal reserve
b) statutory
c) treasury shares
d) other
- other
4. (Treasury shares)
5. Valuation reserves
- 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 disposalpgo

- Net actuarial losses on defined benefit plans

- Portion of valuation reserves of equity-accednt
investments

6. Equity instruments
7. Profit (loss) for the year

47,000

12,069

3,612
10

8,447

2,735

47,000

11,929

3,471
10

8,447

2,802

Total

61,711

61,684

Figures in ‘000

4.1.2.2 Valuation reserves for available-for-sfencial assets: breakdown

None.

4.1.2.3 Valuation reserves for available-for-saf@hcial assets: annual changes

None.
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4.2 REGULATORY CAPITAL AND RATIOS
4.2.1 Regulatory capital
4.2.1.1 Qualitative disclosure

The company's regulatory capital is almost enticynprised of the share capital, reserves and the

profit for the year.

4.2.1.2 Quantitative disclosure

Totale 2016 Totale 2015

:Q;iréenrti; (;ﬁlgil (Common Equity Tier 1 — CET1) bdore the application of 617141 59.021

of which CET1 instruments subject to transitionahgsiong
B. CET1 prudential filters (+/-)
C. CET1 bhefore deductions and the effect of transidnal provisions (A +/- B) 61.711 59.02}
D. Deductions from CET1 -14 -24
E Transitional provisions — Impact on CET1 (+/-)
F. Total Tier 1 capital (Common Equity Tier 1 — CETL) (C— D +/-E) 61.697 58.99%
G. Additional Tier 1 — AT1) before deductions andhe effect of transitional
provisions

of which AT1 instruments subject to transitionaypisiong
H. Deductions from AT1
|. Transitional provisions — Impact on AT1 (+/-)
L. Total Additional Tier 1 — AT1 (G-H+/- ) 61.697] 58.99%
M. Tier 2 —T2 before deductions and the effect ofansitional provisions 0 16.145

of which T2 instruments subject to transitionalpsiong

N. Deductions from T2
O. Transitional provisions — Impact on T2 (+/-) 0
P. Total Tier 2 -T2 (M- N) 16.145
Q. Regulatory capital (F+L +P) 61.697 75.14

Figures in ‘000

Tier 1 capital of 2015 (A) is shown net of the diend paid in 2016
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4.2.2 Capital adequacy
4.2.2.1 Qualitative disclosure

The company calculates the Total internal capitshécordance with applicable regulations and the
principle of proportionality, applying the Buildindglock approach, whereby the regulatory
requirements for Pillar 1 risks are added up teriml capital, if any, related to the other sigmafit

Pillar 2 measurable risks.

The calculation of the total internal capital coless and quantifies the following risks:

Credit risk;

Operational risk;

Concentration risk (granularity adjustment);

Exceeding the individual thresholds set by Superyisequirements;

Rate on the non-current portfolio.

The equity components used to cover the totalnialezapital are the same as those used to calculate
regulatory capital. Consequently, the capital adegwvith respect to the risks to which the company

is exposed is assessed by comparing the totahadteapital against regulatory capital.

Until 31 December 2014, the company has discloséatmation about its capital adequacy, risk
exposure and the general characteristics of thiersgsused to identify, measure and manage these
risks (Pillar 1) on the website of the trade adation (ASSIFACT). Starting from 1 January 2015,
this information has been available on its websitev.betastone.com

Following the company's merger into Banca Sistehmajnformation about 2016 will be included in

the disclosure provided by the parent, Banca S&tawrilable on the website www.bancaistema.it.
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4.2.2.2 Quantitative disclosure

Unweighted amounts

Weighted amounts

2016

2015

2016

2015

A. RISKASSETS
A.1 Credit and counterparty risk
1. Standardised methodology
2. Internal rating-based methodology
2.1 Basic
2.2 Advanced
3. Securitisation

89.513

109.85]

68.73

79.2

D1

B. REGULATORY CAPITAL REQUIREMENTS
B.1 Credit and counterparty risk
B.2 Credit valuation adjustment risk
B.3 Settlement risk
B.4 Marketrisk

1. Standard methodology

2. Internal models

3. Concentration risk
B.5 Operational risk

1. Basic

2. Standardised

3. Advanced
B.6 Other prudential requirements
B.7 Other calculation elements
B.8 Total prudential requirements

4.124

862

4.985

867

4753

991
99,

5.744

C. RISKASSETS AND CAPITAL RATIOS

C.1 Weighted risk assets

C.2 Tier 1 capital/Weighted risk assets (CET litehmatio)

C.3 Tier 1 capital/Weighted risk assets (Tier flitzd ratio)

C.4 Regulatory capital/Weighted risk assets (Toaplital ratio)

83.089
74%
74%
74%

95.736
62%
62%

78%

Figures in ‘000

Prudential reporting figures at 31 December 2016.
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Section 5 — Statement of comprehensive income

2016 2015

10 Profit for the year 2.734.88. 2.801.5

Other comprehensive income/(expense), net of inconte, that will not be reclassified subsequently tprofit

orloss
20 Property and equipment
30 Intangible assets
40 Defined benefit plans (46.571 7.047
50 Non-current assets held for sale
60 Portion of valuation reserves of equity-accounte@stees

Other comprehensive income/(expense), net of indamehat will be reclassified subsequently tofjpmar 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-accounte@s$tees
130 Total other comprehensive income/(expense), n&tincome tax (46.571 7.04]
140 Comprehensive income (items 10+130) 2.688.31}1 2.808.64
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Section 6 — Related party transactions
Transactions with the parent

Share capital is wholly owned by Banca SistemaAShich, pursuant to article 2497 and following
articles of the Italian Civil Code, manages andrdo@ted the Company.

The highlights of the parent's statement of finahposition and income statement relating to

the last approved individual financial statements2015are given below:

Statement of financial position

Assets 31/12/2015 31/12/2014

10. | Cash and cash equivalents 104,25 66,274
20. | Financial assets held for trading - 62,800
40. | Available-for-sale financial assets 925,401,84 858,007,084
60. | Loans and receivables with banks 1,996,27| 16,591,377
70. | Loans and receivables with customers 1,459,255,00 1,194,759,295
100. | Equity investments 2,377,57| 2,377,420
110. | Property and equipment 1,046,90 1,176,601
120. | Intangible assets 1,871,89 1,904,214
of which: goodwill 1,785,76| 1,785,760

130. | Tax assets 7,352,33 2,752,36[1
a) current 3,536,81 41,044

b) deferred 3,815,51 2,711,317

of which: as per Law no. 214/2011 2,658,441 2,261,266

150. | Other assets 12,587,71 4,322,640
Total assets 2,411,993,78 2,082,020,066
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Liabilities and equity 31/12/2015 31/12/2014

10. | Due to banks 362,075,25 821,403,761
20. | Due to customers 1,878,338,84 1,153,796,527
30. | Securities issued 20,102,371 20,109,447
80. | Tax liabilities 804,17 6,248,024
a) current - 6,233,877

b) deferred 804,17, 14,14j7

100. | Other liabilities 55,617,99 36,591,590
110. | Post-employment benefits 1,303,38 1,173,344
120. | Provisions for risks and charges 348,37 998,730
b) other provisions 348,37 998,730

130. | Valuation reserves 350,41 1,778
160. | Reserves 26,929,73 9,526,896
170. | Share premium 39,435,64 4,325,085
180. | Share capital 9,650,52 8,450,526
200. | Profit (Loss) for the year (+/-) 17,037,10 19,394,357
Total liabilities and equity 2,411,993,78 2,082,020,066

in Euros

Income statement

10. | Interest and similar income 79,258,21 75,842,91
20. | Interest and similar expense (21,012,533 (27,455,229
30. | Net interest income 58,245,68 48,387,69
40. | Fee and commission income 12,741,84 12,537,011
50. | Fee and commission expense (1,571,431), (1,066,587
60. | Net fee and commission income 11,170,471 11,470,42
70. | Dividends and similar income 32,85 33,07
80. | Net trading income 151,95 885,61
100.| Gain on the sale or repurchase of: 2,518,38 3,810,04

b) available-for-sale financial assets 2,518,38 3,809,95

d) financial liabilities - 8
120.| Total income 72,119,28 64,586,84
130.| Net impairment losses/reversals of impairment losse (5,439,467), (3,644,928

a) loans and receivables (5,439,467), (3,644,928
140.| Net financial income 66,679,82 60,941,91
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150. | Administrative expenses: (41,803,993 (30,484,566

a) personnel expenses (16,778,714 (11,520,273

b) other administrative expenses (25,025,279 (18,964,293
160.| Net accruals to provisions for risks and charges 300,00 (369,448)
170.| Net impairment losses/reversals of impairment lpsseproperty and equipme (246,402) (182,084)
180. | Net impairment losses/reversals of impairment lpsseintangible assets (60,059) (39,680)
190. | Other operating income/expense 72,29 (338,465)
200. | Operating costs (41,738,161 (31,414,243

210.| Net gains (losses) on equity investments - -

250.| Pre-tax profit (Loss) on continuing operations 24,941,65| 29,527,669
260.| Income taxes on continuing operations (7,904,552), (10,133,312
290.| Profit (Loss) for the period 17,037,10 19,394,357
in Euros

Related party transactions were carried out onransdength basis and exclusively referred to the
current account held with the parent which, at 3cdénber 2016, had a credit balance of Euro
14,294,789. Furthermore, they comprise the commlembllaboration agreement signed on 16

September 2016 whereby the Company received fegarof46,695 from Banca Sistema.

In the first half of 2016, the subordinated loar{mnal amount for supervisory purposes of Euro
10,000,000) was repaid to the former sole sharehdikdepstone FH - a related party until 1 July
2016, in addition to interest accrued on the sigrdate (of which Euro 499,726 pertaining to the

year).
Transactions with Directors and Statutory Auditors

As set out in table 9.1 Part C of these notes,Ohectors' fees amount to Euro 401 thousand.
Together with those paid to the Board of statusarglitors (Euro 76 thousand), the fees total Euib 47
thousand.
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BETA STEPSTONE S.P.A.

Societa per Azioni con socio unico

* % %

RELAZIONE DEL COLLEGIO SINDACALE
ALL’ASSEMBLEA DEGLI AZIONISTI CONVOCATA PER L'APPRO  VAZIONE DEL
BILANCIO CHIUSO AL 31 DICEMBRE 2016

ai sensi dell’art. 2429 comma 2 cod. civ.

*kk

Parte prima: introduzione

Signori Azionisti di Banca Sistema S.p.A., cheiiivdella operazione straordinaria di fusione inéauta
con effetto giuridico dal primo istante del 01 geimn2017 siete chiamati ad approvare il bilanci®elia

Stepstone S.p.A. Bocietd), incorporata in Banca Sistema S.p.A.,

la presente relazione € stata approvata collegrabred in tempo utile per il suo deposito pressselie

della societa, nei 15 giorni precedenti la dateosivocazione dell’assemblea di approvazione dahbib.

Con deliberazione assunta nel corso dell’Asseminigmaria del 01 luglio 2016, a seguito delle disrosi

del precedente Collegio Sindacale, € stato nomiitatoovo Collegio Sindacale, nelle persone degli
scriventi Dott. Diego De Francesco (Presidente)t.Dedele Gubitosi (Sindaco Effettivo, gia Presige
di codesto organo di controllo) e Dott. Cesare l®iréSindaco effettivo); prima della riunione deb 1
dicembre 2016, quest’ultimo ha rassegnato le peaprissioni per ragioni strettamente personahgevelo

per I'effetto sostituito dal Dott. Massimo Conigla il quale era Sindaco Supplente.

Nel corso dell’'esercizio 2016, in conformita allesgbsizioni di legge e di Statuto, abbiamo vigilato
sullosservanza della legge, dei regolamenti e odéltatuto; nel rispetto dei principi di corretta
amministrazione; sull'adeguatezza e funzionamestbadsetto organizzativo nonché sull’adeguatezza e

funzionamento dell'assetto amministrativo e corégluosi come sugli altri atti e fatti previsti ldalegge.

In particolare ribadiamo che la Societa & ad oggg fper incorporazione in Banca Sistema S.p.Artanqte
il soggetto giuridico Beta Stepstone S.p.A. € ésticiononostante, essendo la fusione efficacetagdal
primo istante dell’'anno 2017, € stato necessad@ege e portare all’'approvazione dell’'assembleglide
azionisti (di Banca Sistema S.p.A.) il bilanciolsercizio chiuso al 31 dicembre 2016, ultimo godi

esistenza dell’entita giuridica Beta Stepstoness.p.

Abbiamo esaminato il progetto di bilancio d’eseixidi Beta Stepstone S.p.A. al 31 dicembre 2016 (il
“Bilancio”), composto dallo Stato Patrimoniale, dal Contmikamico, dal Prospetto della Redditivita

complessiva, dal Prospetto delle variazioni di iRatnio Netto, dal Rendiconto Finanziario e dallatéNo



Integrativa, corredato dalla Relazione sulla Gestie dai prospetti informativi complementari, potéaun
utile di esercizio di € 2.734.882,00.

Il Consiglio di Amministrazione, ad esito dell'appazione avvenuta in data 08 marzo 2017, ha messo a

nostra disposizione il fascicolo nei termini dideg

Nel corso del 2016 e fino alla data odierna il €gib Sindacalgro temporein carica ha effettuato 6
riunioni (inclusa quella relativa alla stesura dgifesente relazione), ed ha partecipato alleamimiegli

organi sociali.

Di tutte le attivita descritte poc’anzi Vi diamottigliata informativa nel seguito della presentaziene.

Parte seconda: vigilanza sul rispetto delle leggiallo Statuto

Nel presente paragrafo vi riferiamo sull’attivitdotta da questo Collegio Sindacale ai sensi dell2¢03

del codice civile.

Nel corso dell'esercizio il Collegio ha vigilatolsosservanza della legge, dell’atto costitutivel# rispetto
dei principi di corretta amministrazione. L’attiié stata ispirata ai principi di comportamentoCialegio

Sindacale raccomandati dal Consiglio NazionaledDaeiori Commercialisti e degli Esperti Contabili.

Oltre alle riunioni sindacali di cui si € scrittoggedentemente, nel corso del 2016 il Collggmtempore
in carica ha partecipato alle riunioni degli orgaoiciali, svoltesi nel rispetto delle norme staieta
legislative e regolamentari che ne disciplinanofuhzionamento e in virtd delle quali si puo
ragionevolmente assicurare che le deliberazionitamosono state conformi alla legge ed allo Statut
sociale, non sono state manifestamente imprudaziardate o in potenziale conflitto d’interesseimé
contrasto con quelle assunte dall’Assemblea degloisti o tali che abbiano potuto compromettere

l'integrita del patrimonio sociale.

Nello svolgimento delle proprie attivita in senolealriunioni sindacali, il Collegio si € riunito
periodicamente con i responsabili delle principfdnzioni interne della Societacgmpliance e
antiriciclaggio, sistema di controllo intern@edit, finanza); ha esaminato i documenti forniti ect&tfato
le proprie analisi e valutazioni, riepilogate neogri verbali e che non hanno portato all’emersidne
elementi in grado di far dubitare del rispetto adéigge, dello Statuto sociale e dei principi diretta
amministrazione; ha analizzato le operazioni di gnagrilievo economico, finanziario e patrimoniale,
giudicandole non azzardate e/o pregiudizievolilpadamento economico, patrimoniale e finanziagtal

Societa.

Il Collegio Sindacale da atto che nel corso dellmioni consiliari e nel bilancio sono state espdst
principali informazioni inerenti i rapporti dellaaBca con parti correlate. Al riguardo, il Colle§imdacale
ritiene opportuno richiamare I'attenzione dei saudia lettura dei paragrafi della Relazione suliEst®ne

e della Nota Integrativa in cui tali accadimentmeaescritti.



Fra i fatti di rilievo verificatisi nel 2016 segiaino:

e Larinnovata composizione di codesto organo dirodiot

e La sottoscrizione dell’accordo dhare purchase agreemetra Stepstone Financial Holdings e
Banca Sistema, che ha comportatchiinge of contradlella proprieta della Societa;

» La fusione per incorporazione di Beta StepstoneAS.m Banca Sistema, la cui efficacia
giuridica e fiscale & stata posticipata al 1° gemga17;

» L’avvio del procedimento di iscrizione all'albo woi degli Intermediari Finanziari, di cui al
novellato art. 106 del T.U.B., come da comunicagidnBanca d’ltalia ricevuta in data 22 aprile
2016;

e La ricezione di n. 2 awvisi di accertamento rifeait periodo d'imposta 2011, uno riferito al
transfer pricinge I'altro relativo allavitholding tax Al riguardo si riporta un estratto del bilancio
d’esercizio chiuso al 31 dicembre 201'8:14.12.2016 I'Agenzia delle Entrate ha peraltro
notificato alla Societa due avvisi di accertamenbea I'annualita d'imposta 2011 (uno sul
transfer pricing per euro 1.093 m, l'altro sulla twolding tax per euro 1.404 m). Non si &
effettuato alcun accantonamento specifico in quaatdSocieta ritiene di aver rispettato
pienamente la normativa di riferimento, intende falere le proprie ragioni nelle sedi piu
opportune e Banca Sistema, subentrata nella pomziper effetto della fusione per
incorporazione di Beta Stepstone con efficaciaXfajennaio 2017, ha ottenuto al riguardo
idonee garanzie e indennizzi contrattuali dall'esct® Unico di Beta Stepstone (Stepstone
Financial Holdings).";

» L’ottenimento del nulla osta da parte di Bancaatié, ai fini del rimborso a Stepstone Financial
Holdings, parte correlata fino al 1° luglio 201&| grestito subordinato computabile ai fini di
vigilanza di nominali Euro 10.000.000, oltre glieressi maturati dalla data di sottoscrizione;

» L'effettuazione degli adempimenti richiesti da Ban®’ltalia a seguito dell'iscrizione
nell’elenco speciale ex art. 107 del D.Lgs. 385/98 titolo esemplificativo e non esaustivo:
segnalazione in Centrale Rischi, segnalazionigilamza e segnalazioni usura;

« Il monitoraggio delle attivita aziendali in coeranzon ilRisk Appetite Framework

In materia di “fatti di rilievo avvenuti nel corstell’esercizio” si rinvia altresi al contenuto detelazione

sulla gestione predisposta dagli amministratori.

Infine, ai sensi dell'art. 2408 del c.c. si dicli@he, nel corso del 2016, non é stata ricevutmaldenunzia
da parte dei Soci, né esposti di altro tipo, n& ¢ansurabili 0 comunque negativamente rilevaegingalati
dalla Societa di Revisione o da altri, tali da iectere la segnalazione alla Banca d'ltalia e/o negreznella

presente relazione.



Parte terza: vigilanza sul bilancio di esercizio

Nella presente sezione diamo conto della nostratatti controllo inerente la composizione e radae

del bilancio di esercizio di Beta Stepstone S.jpéY.il periodo chiuso al 31 dicembre 2016.

Il Bilancio e stato redatto secondo i Principi Ganli Internazionali (IAS/IFRS), omologati dalla
Commissione Europea e recepiti in Italia dal Dexrdetgislativo 28 febbraio 2005, n. 38 tenendo in
considerazione le istruzioni della Banca d’ltabajanate con Circolare n. 262 del 22 dicembre 2005 e

SS.mm.ii.

In ottemperanza alle disposizioni del D.Lgs. 392 0dpetta al soggetto incaricato del controllo legkei
conti esprimere un giudizio sul bilancio che indiche € conforme alle norme che ne disciplinano la
redazione e se rappresenta in modo veritiero eftoria situazione patrimoniale e finanziariaus8i di
cassa ed il risultato economico dell’eserciziorigiiardo si segnala che PricewaterHouseCoopera.S.p.
(di seguito PWC”) ha scambiato ai sensi dell'art. 2468ptiede informazioni rilevanti con il Collegio
Sindacale ed ha rilasciato la propria relazioneedisione al bilancio al 31/12/2016 in data 20/Q3/2, e

tale relazione non contiene rilievi o eccezioni.

Pertanto il Collegio Sindacale assume che i datibilancio corrispondano a quelli risultanti dalla

contabilita interna, tenuta regolarmente nel rigpééi principi di cui alla normativa vigente.

Cio posto, il Collegio Sindacale ha vigilato chgéinerale procedimento di composizione e redaziehe

bilancio fosseeompliantalla normativa vigente.

Lo Stato Patrimoniale relativo al bilancio che wesottoposto all'approvazione delllAssemblea dei Sb

riassume nei seguenti valori (in migliaia di Euro):

ATTVITAL ..o 89.527.688
PASSIVITA. .. ..t ettt e e 27.817.173
Capitale € MSerVe.......covvii i e e i ee a0 00..D8.9738
Risultato dell’@Sercizio............ouuviee i e 2.73882

Il Conto Economico riclassificato presenta, ina&iti seguenti valori:
Margine d’'intermediazione.............coooi i 5.7506
Rettifiche/riprese di valore nette per deterioratoeitivita finanziarie...... 1.340.618
Costi operativi (spese amministrative e altri pravéoneri) ............... (3.101.766)
Rettifiche su attivita materiali/immateriali..................ccccooiii i, (30.134)

Accantonamenti netti ai fondi per rischi e oneri.....cce.ooviiiiii i, (500.000)



Utile operativita corrente al lordo delle imposte...cu..cevvnent..........3.466.324
IMPOStE SUl FeAdItO. ... et e e e e (731.442)

Risultato dell’@SErCIiZiO. .. .. ouuiei e e e e e 2.73882

Parte quarta: rapporti con la societa di revisione

Nel corso dell’esercizio € stato effettuato comppresentanti della societa di revisione legale P&/C

scambio di informazioni rilevanti per I'espletamelei rispettivi compiti.

Al riguardo, si segnala la partecipazione dellai&@adi Revisione legale alla riunione di insediatoedel
rinnovato Collegio Sindacale, il 12 settembre 20id|'ambito della quale PWC non ha segnalatoaatti
fatti ritenuti censurabili, sulla base della repist contabile svolta con data di riferimento 3Qygin, e ha
rassicurato il Collegio sull'inesistenza di aspeiijnificativi che richiedessero segnalazione cilza

regolare tenuta della contabilita e la corret@vakione dei fatti di gestione.

PWC ha attestato, in conformita all’art. 17 del §L39/2010, che nel periodo compreso tra il Ohgien
ed il 31 dicembre 2016 non sono state riscontiatazoni che abbiano compromesso I'indipendentia de
societa di revisione o cause di incompatibilitésansi degli art. 10 e 17 del D.Lgs. 39/2010 e iralat

disposizioni attuative.

Altresi, PWC ha informato il Collegio Sindacale a@la revisione legale svolta al 31 dicembre 2046
sono emerse significative carenze nel sistema mrako interno in relazione al processo di infotima
finanziaria da portare all’attenzione del Colle§mdacale, ai sensi dell’art. 19 del D. Lgs. 27 rge0o
2010, n. 39.

Sintesi e conclusioni
Signori Azionisti di Banca Sistema S.p.A.,

sulla base di quanto sopra esposto e per quantd@portato a conoscenza del Collegio Sindacale ed
stato riscontrato dai controlli periodici svoltiche dal precedente Collegio Sindacale sulla biageahto
appreso dalla lettura di atti e documenti, si méienon sussistano ragioni ostative all’approvazideke
progetto di bilancio di Beta Stepstone S.p.A. fEsdrcizio chiuso al 31 dicembre 2016 cosi comai® s

redatto e Vi e proposto dall’organo di amministos di Banca Sistema S.p.A.

Altresi il Collegio Sindacale ha preso atto, e paita Vostra attenzione, sia il contenuto dellaziene al
bilancio della societa di revisione legale PWC, ssaeai sensi degli articoli 14 e 16 del D.Lgs.942810,

dalla quale si evince che il bilancio fornisce uappresentazione veritiera e corretta della siarezi



patrimoniale e finanziaria, del risultato economécdei flussi di cassa della Banca, sia I'esitdidsgmbi
di informazioni intercorsi con la medesima sociéfarevisione, la quale ha confermato la propria
indipendenza, non ha rilevato errori significativfiene che la contabilita sia regolarmente teruten vi

siano aspetti significativi che chiedano la segrialee agli organi di Governance.

Come conseguenza di tutto quanto precede, e fatthi tinvii ai fatti intervenuti ed ai singoli pagrafi
del Bilancio effettuati in precedenza all'interno questa Relazione, il Collegio Sindacale Vi invita
deliberare conformemente alla proposta del ComsdjlAmministrazione di Banca Sistema S.p.A. chie qu

si riporta:
“Signori Azionisti,

vi chiediamo di approvare il Bilancio d’esercizitiiaso il 31 dicembre 2016 con un utile, al nettdlede
imposte, di Euro 2.734.882.

Tenuto conto dell'intervenuta fusione per incorpoome della Societa in Banca Sistema non necessita

proporre a livello individuale la relativa destinane.”

*kk

Milano, 21 marzo 2017

Il Collegio Sindacale

Diego De Francesco Fedele Gubitosi Massimo Comalia

Presidente Sindaco Effettivo Sindaco Effettivo
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RELAZIONE DELLA SOCIETA’ DI REVISIONE INDIPENDENTE AI SENSI DEGLI
ARTICOLI 14 E 16 DEL DLGS 27 GENNAIO 2010, N° 39

Agli Azionisti di
Banca Sistema SpA

Relazione sul bilancio d’esercizio

Abbiamo svolto la revisione contabile del bilancio d’esercizio di Beta Stepstone SpA, costituito dallo
stato patrimoniale al 31 dicembre 2016, dal conto economico, dal prospetto della redditivita
complessiva, dal prospetto delle variazioni del patrimonio netto, dal rendiconto finanziario per
lesercizio chiuso a tale data e dalla nota integrativa che include una sintesi dei principi contabili
significativi e altre note esplicative.

Responsabilita degli amministratori per il bilancio d’esercizio

Gli amministratori di Banca Sistema SpA sono responsabili per la redazione del bilancio d’esercizio che
fornisca una rappresentazione veritiera e corretta in conformita agli International Financial Reporting
Standards adottati dall'Unione Europea nonché ai provvedimenti emanati in attuazione dell’articolo
43 del DLgs n° 136/15.

Responsabilita della societa di revisione

E’ nostra la responsabilita di esprimere un giudizio sul bilancio d’esercizio sulla base della revisione
contabile. Abbiamo svolto la revisione contabile in conformita ai Principi di revisione internazionali
(ISA Italia) elaborati ai sensi dell’articolo 11 del DLgs 39/10. Tali principi richiedono il rispetto di
principi etici, nonché la pianificazione e lo svolgimento della revisione contabile al fine di acquisire una
ragionevole sicurezza che il bilancio d’esercizio non contenga errori significativi.

La revisione contabile comporta lo svolgimento di procedure volte ad acquisire elementi probativi a
supporto degli importi e delle informazioni contenuti nel bilancio d’esercizio. Le procedure scelte
dipendono dal giudizio professionale del revisore, inclusa la valutazione dei rischi di errori significativi
nel bilancio d’esercizio dovuti a frodi 0 a comportamenti o eventi non intenzionali. Nell’effettuare tali
valutazioni del rischio, il revisore considera il controllo interno relativo alla redazione del bilancio
d’esercizio dell'impresa che fornisca una rappresentazione veritiera e corretta al fine di definire
procedure di revisione appropriate alle circostanze, e non per esprimere un giudizio sull’efficacia del
controllo interno dell'impresa. La revisione contabile comprende altresi la valutazione
dell’appropriatezza dei principi contabili adottati, della ragionevolezza delle stime contabili effettuate
dagli amministratori, nonché la valutazione della presentazione del bilancio d’esercizio nel suo
complesso.

Riteniamo di aver acquisito elementi probativi sufficienti ed appropriati su cui basare il nostro
giudizio.

PricewaterhouseCoopers SpA

Sede legale e amministrativa: Milano 20149 Via Monte Rosa 91 Tel. 0277851 Fax 027785240 Cap. Soc. Euro 6.890.000,00 i.v., C .F.e P.IVA e
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Giudizio

A nostro giudizio, il bilancio d’esercizio fornisce una rappresentazione veritiera e corretta della
situazione patrimoniale e finanziaria di Beta Stepstone SpA al 31 dicembre 2016, del risultato
economico e dei flussi di cassa per I'esercizio chiuso a tale data, in conformita agli International
Financial Reporting Standards adottati dall'Unione Europea nonché ai provvedimenti emanati in
attuazione dell’articolo 43 del DLgs n° 136/15.

Richiamo di informativa

Senza modificare il nostro giudizio, segnaliamo che, come pilt ampiamente illustrato nel bilancio
d’esercizio e nella Relazione sulla gestione, con efficacia 1 gennaio 2017 si & perfezionata la fusione per
incorporazione di Beta Stepstone SpA in Banca Sistema SpA.

Altri aspetti

La Societa, come richiesto dalla legge, ha inserito nella nota integrativa i dati essenziali dell’ultimo
bilancio della societa che esercita su di essa I'attivita di direzione e coordinamento. Il giudizio sul
bilancio di Beta Stepstone SpA non si estende a tali dati.

Relazione su altre disposizioni di legge e regolamentari

Giudizio sulla coerenza della relazione sulla gestione con il bilancio d’esercizio

Abbiamo svolto le procedure indicate nel principio di revisione (SA Italia) n° 720B al fine di esprimere,
come richiesto dalle norme di legge, un giudizio sulla coerenza della relazione sulla gestione, la cui
responsabilita compete agli amministratori di Banca Sistema SpA, con il bilancio d’esercizio di Beta
Stepstone SpA al 31 dicembre 2016. A nostro giudizio la relazione sulla gestione & coerente con il
bilancio d’esercizio di Beta Stepstone SpA al 31 dicembre 2016.

Milano, 20 marzo 2017

PricewaterhouseCoopers SpA

(Revisore legale)
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