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The works depicted in these pages were created by the artist
Lucio Del Pezzo and are part of the Farmafactoring Foundation’s
contemporary art collection.

The entire collection of about 250 works from the post-war period

to the early 2000s created by artists such as Valerio Adami, Enrico Baj,
Alberto Burri, Hsiao Chin, Mario Schifano, Arnaldo Pomodoro and Joe Tilson
is permanently on display at BFF's Italian offices in Milan and Rome.

The first half of 2021 saw the distribution of the art book,

in English, published by Skira editore Milan Geneve Paris,

"Art Factor. The Pop Legacy in Post-War Italian Art”, which recounts
the Italian journey towards Pop Art through the works of Valerio Adami,
Franco Angeli, Enrico Baj, Lucio Del Pezzo, Gianfranco Pardi,

Mario Schifano and Emilio Tadini.

The art volume represents the first step in a more extensive project
involving the promotion of the collection abroad, in a travelling exhibit
throughout Europe, which will end in 2023.

www.art-factor.eu
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Letter from the Chairman of the Board of Directors

Dear Shareholders,

As reported in the Bank of Italy’s most recent Economic Bulletin (1, 2022), after a widespread slowdown in
economic activity in the third quarter of 2021, at the end of last year signs of a return to a more sustained
recovery emerged in the United States and other developed countries, against extended weakness in emerging
economies.

However, the resurgence of the COVID-19 pandemic poses risks for growth.

In the Eurozone, GDP decelerated significantly towards the end of last year, especially due to the resumption in
contagion.

Inflation reached its highest value since the monetary union began (4.2 percentin December), due to exceptional
increases in energy prices, particularly gas, and increased further almost everywhere.

The European Central Bank’s Governing Council reaffirmed that the orientation of monetary policy will remain
expansionary, and its management flexible.

In Italy, the economy grew by 6.5 percentin 2021, an increase not seen for 45 years, supported by the expansion
of household consumption and, more generally, domestic demand.

The recent uptick in infections and the ensuing deterioration of the climate of confidence nonetheless make it
likely that business investments will see a deceleration this year.

In the third quarter of 2021, Italian exports continued to rise, and the current account surplus remains at high
levels.

Since last summer, the resumption in demand for labour has translated into an increase in hours worked.
Financial market trends were impacted by concerns linked to the worldwide increase in contagion.

Market volatility and investor risk aversion also rose.

Last autumn, growth in lending to non-financial companies was confirmed as weak.

The expansionin household lending however continued at a sustained pace. Intermediary profitability improved.
For the 2022-2024 three-year period, expansionary public finance interventions are expected, and
macroeconomic projections for Italy assume a gradual improvement in the health situation, on the assumption
that the spread of the epidemic will attenuate starting in the spring.

For the first half of 2022, GDP is expected to return to pre-pandemic levels, and inflation should attenuate over
the course of the year, returning to moderate levels over the next two years.

Although there are appreciable growth outlooks, they are subject to multiple, especially downside, risks. In
the short term, the uncertainty surrounding forecasts is connected to health conditions; in the medium term,
projections remain influenced by the full implementation of the spending programs included in the budget
maneuver and the full and timely implementation of the initiatives set forth in the NRRP.

Taking into account the general scenario described until this point, it can be seen - as more specifically regards
BFF as well - that the emergency phase we have been experiencing is not yet completely over; we have had
to modify our behaviors and lifestyles, and certain strongly impacted sectors will take time to return to pre-
pandemic levels. Nonetheless, the conditions have been created for living with the virus, such so as to avoid a
large-scale return to lockdowns and favor the continuation of a phase of development which, as noted, in 2022
will continue to be supported by the accommodating policies of governments as well as Central Banks.
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Moreover, the positive scenario expected for this year is influenced by significant risks, such as the limits of the
low vaccination rate - which could result in the emergence of new variants of the virus - and the possibility that
inflation will remain elevated longer than expected, negatively impacting the medium-term expectations of
households and businesses, and resulting in a more rapid tightening of monetary policies.

As noted previously, we exited the recession thanks to the decisive action taken by Central Banks and national
governments, in addition to the launch of Next Generation EU, the massive fiscal plan intended not only to
stimulate the economic recovery, but also to favor solidarity, with transfers from wealthier to poorer countries,
while also promoting the objective of making Europe more resilient, greener and more digital. In 2021, the first
issues of common debt were carried out in order to finance the NGEU program, a historical step towards greater
continental integration.

Our country has been the largest beneficiary in absolute terms of this plan (not because we are more efficient,
but because we are the furthest behind in terms of economic growth and the unemployment rate), the
finalization of which will have considerable positive effects, not only in the short term, by supporting the
economic recovery, but also in the medium term, by improving potential growth and reducing public debt.

In this context, BFF has done its part, providing proof of how growth can be built even within a situation rife with
difficulties. It has done this by entering into significant agreements and achieving commercial success, meeting
some of its crucial targets. The results obtained, which you will find summarized in these financial statements,
confirm that our business model is both sound and robust.

The most significant of these achievementsis without a doubt the conclusion in March of the process of acquiring
DEPObank — Banca depositaria italiana S.p.A., after which we changed our corporate name to BFF Bank S.p.A.
This transaction brought into being the largest specialized finance operator in Italy and one of Europe’s most
profitable and best capitalized banks. With this acquisition, new specific focuses within the area of securities
services and payments were added to our factoring services and the management of trade receivables from the
Public Administration.

The merger with DEPObank gave the Bank a new important role, as a significant player within the infrastructure
of our country’s banking industry. In view of the new regulations that will be issued by the European Central
Bank, and with the desire to offer timely customer support, including for those services that will become
indispensable in the near future, confirming BFF’s historical mission to always look ahead and anticipate needs.

Subsequent to the acquisition of and merger with DEPObank, Moody’s confirmed BFF’s financial soundness,
attributing it the second highest class amongst Italian banks in its long-term bank deposit rating, and its second
highest rating amongst less significant Italian banks, equally highlighting how BFF will continue to generate
high returns while maintaining low-risk assets and recognizing the acquisition as beneficial to its funding and
liquidity profile.

BFF settled into its new Group structure under the guidance of a new Board of Directors elected in March. For
the first time in the Bank’s history, the outgoing Board submitted its own slate, elected with more than 70% of
the votes, at the end of a rigorous self-assessment process which contributed to providing further stability to
the Bank’s governance model, a crucial element at a time in which the ability to rapidly adapt and respond to
emergencies is fundamental.

Financial Statements 2021
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Within a year of transformation, we achieved excellent results and, although conditioned in terms of timing by
European Central Bank and Bank of Italy recommendations, we moved forward with our dividend policy with
the distribution in October of the total remaining amount from 2019-2020, amounting to €165 million.

We gathered suggestions from our shareholders, and undertook to take every possible initiative to pay dividends
two times per year starting in 2022, in compliance with regulatory requirements, and further reinforcing BFF's
distinctive combination as a growing and highly profitable business with a low risk profile and excellent future
opportunities.

In 2021, we achieved record earnings, demonstrating the advantages of diversification and the discipline with
which we proceeded in implementing our plans, with a net profit for the year 2021 of €197.4 million.

The Group also maintained a good degree of liquidity and an elevated equity position, with a Common Equity Tier
1 (CET1) of 17.6% (vs. an SREP requirement of 7.85%) and a Total Capital Ratio (TCR) of 22.2%, far surpassing
the Bank’s target TCR of 15.0% as well as the SREP requirement of 12.05%, with €155 million in excess capital,
with respect to the target TCR of 15.0%.

Our excellent Stock Exchange performance also bore witness to the success of our actions, with our shares
growing by a brilliant 62% in 2021, compared to 27% for the FTSE MIB Index and 40% for the banking sector.
Specifically, the market expressed its appreciation for the acquisition of and merger with DEPObank.

The birth of BFF Bank required changes to be made in the Company’s organizational structure, and led to the
entry of new resources: we now have nearly 1,000 employees (with an average age of 43 and 55% women),
and the new arrivals were forced to embark upon the orientation process within a delicate context, influenced
by social distancing and remote working. To make this happen, we committed to developing our tools and
processes, relying on innovative solutions and exploiting as much as possible the opportunities offered by
digitalization.

In Spain, after the period during which in person activities were closed, employees gradually returned to a new
office in Madrid, one of the first of its kind in Europe, designed to reduce environmental impact to a minimum
and offer the best working conditions in terms of employee well-being. And in the other countries in which
we have a presence as well, we are working toward a similar replacement of our offices with environmentally
sustainable solutions and a focus on increasing employee well-being, starting from Poland and Slovakia, to
finally move our Milan headquarters, which will become: “Casa BFF".

The “Casa BFF” project, announced in February, will be completed by the end of the first half of 2024 and will
contribute to the redevelopment of a historical area in Milan.

The diversification of our business and services has also been accompanied by geographical diversification.
The European economic context, currently common to every country, is directed towards widespread growth
in public expenditure. This scenario leads us to expect our business to play a leading role, also thanks to our
widespread presence in Europe: our office in Greece is now completely stabilized, we are preparing to strengthen
our presence in France and we are becoming increasingly known for our international mission.

It is with the same spirit of opening and moving beyond borders that we also recently inaugurated the cultural
project "ART FACTOR - The Pop Legacy in Post-War Italian Art”, introducing a selection of works from our
Foundation’s contemporary art collection to other parts of Europe; in January, we inaugurated a travelling
exhibition in Bratislava, which will be hosted over the coming months in the capitals of the main countries in
which we operate. In this manner, we hope to reaffirm the value that we see in the culture of art, as a driver of
growth and innovation, as also demonstrated by the graphic design of this document.
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Our desire is to share and return to the environment around us part of the wealth we generate, with a view
to responsibility to the common good, values which inspire us, and which also gave rise to our business
sustainability initiatives, which we will describe in our Non-Financial Disclosure.

In light of all of this, we look with satisfaction at the future of BFF, as a player particularly active during a difficult
periodin history, whose growth is the fruit of the work and commitment of its human resources, its management
and its directors. To them, | express my most heartfelt thanks.

Salvatore Messina

Chairman of the Board of Directors of BFF
BankS.p.A.
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BFF 2023: a bank like no other

BFF is the largest specialized finance operator in Italy, as well as one of the leaders in Europe in the management
and non-recourse disposal of trade receivables due from Public Administrations, Securities Services and
payment services.

SECTOR LEADER CUSTOMERS

[ | |

1 Suppliers of Public Entities
Factoring #

& Lending in public sectorfactoring ..............................................
in EUROPE Hospitals and Municipalities

Domestic asset managers

and banks
Securities #1 ..............................................
Services Independent custodianbank

in ITALY Mutual funds and
alternative investment funds

1 Small-medium Italian banks
#

Payment

Services inintermediary services
in ITALY Partnership with Nexi
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Key highlights

BFF Bank

D Reported result of €164.3 million including badwill and extraordinary impacts arising from the acquisition
of DEPObank.

» Normalized result of €91.9 million (+2% year-on-year) due to the positive contribution of the Securities
Service and Payments BU and synergies achieved, including the lower yield of the ex-DEPObank HTC
securities portfolio as a result of the MTM accounting treatment at the time of the acquisition.

p FocusonALM in order to achieve synergies of funding, reduce excess liquidity and resume activity on the
HTC securities portfolio by increasing its yield and duration.

Capital and Dividends
) Strong capital position: TCR at 15.3% and CET1 ratio at 11.8%.

p €125 million in dividends recognized, leading to the cumulative distribution since October 2021 of roughly
€300 million.

» Expectation of distributing dividends during the year: first payment to be made in August 2022, after the
approval of the half-yearly financial statements.

Synergies

) Target level of expected run-rate synergies already reached.

Factoring & Lending
» Volumes up by 3% compared with 2020 and robust start to the year.
D Receivables due from customers 7% lower than in 2020, still influenced by high system liquidity.

» New assumptions of senior profiles in the commercial area for the Italian and French market.

Securities Services
) Asset under Deposits grew by 10% year-on-year thanks to market trends and commercial developments.

» Income before tax from continuing operations increased by 23% year-on-year despite excess liquidity in
the first half of the year, with negative interest rates.

Payments
» The number of payment operations increased by 11% year-on-year, higher than pre-COVID-19 levels.

» Income before tax from continuing operations increased by 58% year-on-year.

Post December 31, 2021

p Issue of the “Additional Tier 1” capital instrument for €150 million, with an interest rate lower than that of
the existing Tier Il instrument.

» New headquarters under construction: incremental synergies expected starting from the first half of 2024.

Financial Statements 2021
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Income Statement by Business Unit and Corporate Center

(€ million)
FY 2021* FY 2020*
Revenues  OPEX LLP PBT Revenues  OPEX LLP PBT
incl. D&A incl. D&A
Factoring
& Lending 100.8 (21.2) 0.5 80.7 118.0 (17.9) 2.3 102.3
P&L
Securities
Services 57.8 (28.8) - 29.0 54.2 (30.0) - 23.6
P&L
+
Payments 621 (30.9) : 311 500  (30.2) : 19.8
P&L
+
50.6 (79.4) 3.0 (25.0) 66.1 (89.4) 1.8 (21.5)
Adj. BFF Banking
Group P&L 271.4 (160.3) 3.5 115.8 288.3 (167.5) 4.1 124.1
Adjustments 43.0 (2.5) (1.0) 39.1 (47.2) 91.9 (1.8) 43.4
BFF Banking
Group P&L 314.4 (162.8) 2.5 154.9 241.1 (75.7) 2.3 167.5
reported

(*) Profit before tax (PBT) adjusted to take into account the effects of extraordinary items and discontinued operations.2021 adjustments refer: to
the adjusted former DEPObank PBT amounting to €5.1 million, expenses referring to the “Stock Option Plan” of €4.2 million, exchange gains
covered by the translation reserve in equity of €0.2 million, badwill of €76.9 million, costs related to liability management initiatives amounting
to €13.4 million, other transaction and restructuring costs of €10.2 million, expenses relating to the extraordinary contribution to the National
Resolution Fund for €2.8 million and the amortization of DEPObank's customer contract amounting to €2.4 million. 2020 adjustments refer: to
the adjusted former DEPObank PBT amounting to €27.9 million, expenses referring to the “Stock Option Plan” of €1.1 million, exchange gains
covered by the translation reserve in equity of €5.7 million, expenses relating to the extraordinary contribution to the National Resolution Fund
and the additional required contribution to the Interbank Deposit Protection Fund for €1.3 million, M&A costs of €10.7 million referring to the
acquisition of DEPObank and income from the one-off distribution of dividends for €78.7 million from subsidiaries.
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Key events

On January 28, 2021, the Shareholders' Meeting met and, in an extraordinary session, approved the proposed
merger by incorporation of DEPObank — Banca Depositaria Italiana S.p.A.Y, (*"DEPObank”) into Banca
Farmafactoring S.p.A.

On March 1, 2021 the acquisition of DEPObank was finalized with the merger by incorporation into Banca
Farmafactoring effective from March 5 of the same year.

As part of this transaction, which gave rise to the largest player in specialized finance in Italy, as well as one
of the most profitable and best-capitalized banks in Europe, with a specific focus on Securities Services,
Payments, factoring services and the management of trade receivables from the Public Administration, Banca
Farmafactoring changed its name to BFF Bank S.p.A. and redesigned its logo to further distinguish this moment
in the company's history. The company emblem was simplified and rotated to make the forward movement
more immediate, projected towards growth.

The slogan remains unchanged from 2017: "a bank like no other". Through the acquisition of DEPObank, BFF
has strengthened its strategic positioning, expanding both the business segments in niche markets where
DEPObank was a leader and the funding and capital base serving its traditional clients. DEPObank, on the other
hand, became part of an international, listed, solid, profitable group, with high standards of execution and
operational efficiency.

Unique competitive advantage thanks to low-cost funding, return on capital, low risk

/ \
~ AMPLE
O AVAILABILITY \
Iz Non-Recourse OF LOW-COST .
> -, | FUNDING Securities ¥
< ,9 9 | Services i <Z,;
2 U |.Interest-based Loans  HIGHRETURN &o.....Feebased | S @
& < businesses “ ON CAPITAL | Payments businesses S 2
>< Cradli AND FREE L w
x = CASH FLOW | Treasury [a)
o = Management ,
w SUPERIOR ASSET /
\ QUALITY /
\\\\ /4

No incremental credit risk and low-capital absorption assets

As part of the merger operation referred to on the previous page, Equinova UK HoldCo Limited* ("Equinova”)
became a shareholder of BFF Bank S.p.A., with 14,043,704 BFF shares, corresponding at the time to 7.6% of
the share capital.

On March 15 the “BFF Banking Group 2021-2023 Financial Plan” was approved by the Board of Directors

and presented to the market. The Plan illustrates the economic and financial objectives for 2023, identifies
the funding synergies and presents BFF's different lines of business: Factoring & Lending, Securities Services,

1) Equinova is the holding company of Advent International Corporation, Bain Capital Private Equity Europe LLP and Clessidra SGR S.p.A., which
was the main shareholder of DEPObank (as of March 1, 2021 it held a 91.6% stake in the share capital).
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Payments Services and Corporate Center. It also explains the competitive positioning, opportunities and
growth guidelines. The Plan also includes a focus on business sustainability issues.

On March 25, the Shareholders' Meeting elected the new Board of Directors, with over 70% of the votes on
the slate submitted, for the first time in the Bank'’s history, by the outgoing Board. This slate is the end result
of a rigorous self-assessment process, carried out with the contribution of the Nominations Committee, after
evaluation by a leading independent executive search company, which certified its overall consistency with
current regulations and the Guidelines on the qualitative-quantitative composition deemed optimal. The Board
of Directors and the Board of Statutory Auditors, the latter fully appointed as per the investors' proposal, will
remain in office until the approval of the financial statements for the year 2023.

On March 31, 2021, BFF distributed a unit dividend before withholding taxes of €0.017495 per share, for a total
of €3.2 million, corresponding to a small fraction of the total amount of 2019-2020 dividends accrued, equal to
€168.5 million (*2019-2020 Total Dividends"), in line with the recommendations of the European Central Bank
and the Bank of Italy on the payment of dividends. On October 7, 2021, as described in more detail below in
this chapter, the Ordinary Shareholders' Meeting approved the payment of the total residual dividends from
2019-2020.

On April 21, 2021, Moody's raised BFF's Long-Term Bank Deposit rating, the BCA, and changed the long-term
rating outlook to Stable. The Long-term Issuer rating changed as a result of the greater size of the balance sheet.

At the date of Moody's upgrade, BFF has the second-highest rating class among Italian banks for its Long-Term
Bank Deposit rating.

The ratings assigned to BFF by Moody’s in April 2021 were also confirmed in December during the Periodic
Review. For more information refer to the Rating section below.

On June 15, 2021 BFF launched a Cash Tender for the holders of its senior bonds in circulation for the
repurchase thereof against consideration in cash in order to allow the Bank to optimize its capital structure
and to proactively use its liquidity. The transaction was completed on June 25, allowing the repurchase and
simultaneous cancellation of a nominal €154,701,000 for the senior preferred unsecured bond maturing in June
2022, and a nominal €261,031,000 for the senior preferred unsecured bond maturing in May 2023. Following
the completion of this cash buyback transaction, the two Issues subject to the Cash Tender remain outstanding
for a nominal amount of €42,799,000, and for a nominal amount of €38,969,000 for the bonds maturing in June
2022 and May 2023 respectively.

Finally, on June 21, 2021, a senior preferred BFF bond for a nominal amount of €150 million, was repaid at
maturity, with a value date of June 18.

On October 7, 2021, the Ordinary Shareholders' Meeting approved the payment of the total remaining 2019-
2020 dividends, or the difference between the amount intended for Shareholders and the amount already
distributed in March 2021, totalling €165,275,418.00 (0.8946 per share) for total dividends paid in 2021 of
€168,506,806.00.

Also on October 7, the Extraordinary Shareholders' Meeting approved the proposals to change the By-laws in
ordertoincorporate the provisions introduced by Ministry of Economy and Finance Decree no. 169 of November
23, 2020, the Corporate Governance Code and the 35th update of July 2, 2021 of Bank of Italy Circular no. 285
of December 17, 2013, on the corporate governance of banks and banking groups and to take into account
aspects linked to the ownership structures of BFF which, in February, became for all intents and purposes a
public company, with the resulting need to strengthen shareholder involvement in meeting decisions, as well
as facilitate their exercise of their rights, also in order to guarantee a proper governance structure for the Bank.

Financial Statements 2021
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The business model
and the value creation process

The Group operates in ltaly, Croatia, France, Greece, Spain and Portugal, where it engages in non-recourse
factoring with the Public Administration and credit management. It also has operations in Poland, the Czech
Republic and Slovakia, offering a diversified range of financial services designed for ensuring access to credit
as well as providing liquidity and solvency support to the private system of companies that interface with the
Public Administration.

In addition to the Factoring & Lending services mentioned above, the Group is a leader in Italy in Securities
Services and banking payment services, serving more than 400 clients including investment funds, banks,
payment and money institutions, large corporations and Public Administrations, following the merger with
DEPObank in March 2021.

BFF manages operational complexity, facilitates cost reduction
and eliminates risks for customers, including through:

FACTORING & LENDING

[ | )

) The optimization of liquidity and the management of working capital of private businesses
operating with the Public Administration.

» Planning and maintenance of a target collection time irrespective of actual Public Administration
payment timing.

» Improvementinfinancial statementratios, thankstothe possibility of definitively deconsolidating
exposure to public agencies.

» Reduction in operating costs, thanks to revolving agreements for the assignment of receivables
and an integrated business model that combines non-recourse factoring and credit management
services to guarantee the best possible performance on receivables.

» Direct funding of public bodies in Central and Eastern Europe, with vendor finance solutions and
loans for medium/long-term investments.

» Multi-country operations, for a better and more efficient management of country risk and the
exposure of multinationals to the nine European countries that the Group operates in.

16 | Financial Statements 2021
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The business model described above is based on core values, such as:
) honesty,

) transparency,

b respect for people,

p enhancement of resources,

ensuring leadership in innovation and execution in BFF's target markets.

SECURITIES SERVICES PAYMENTS

[ | | )

) The structural reduction of costs for the customer thanks to outsourcing services that guarantee
constant adaptation to and compliance with the regulatory framework without the financial
burden that usually follows.

» Asingle interlocutor — "one stop shop" — for all back office services for better cost efficiency and

management.

» Rapid, customized solutions thanks to a ) Operational simplification for PSPs*
superior flexibility and agility in managing thanks to a single interbank account,
customer needs. which can be monitored in real time, to

join all Italian and European payment
services at the same time.

*Payment Services Providers

Financial Statements 2021 | 17
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The evolution of BFF: Leader in Europe

1985-2009
BFF is born
Founded by a group of pharmaceutical companies to respond to their

needs of managing and collecting receivables from the healthcare system,
BFF immediately became a leader in the market.

2010-2013

Resilient during the crisis, the internationalization process
begins
The expansion into new European countries begins (operations in Spain
in 2010).

BFF products and services are offered to all suppliers of public bodies
(National Health System and Public Administration), always in line with
the needs of their customers.

2014-2020

Transformation into a bank, listing and European
leadership
BFF becomes a Bank (2013), gets listed on the Italian Stock Exchange

(2017) and grows in Central and Eastern Europe through an important
acquisition in Poland (2016).

It is also present in Portugal, Greece, Croatia and France.

The business in Spain is consolidated with the acquisition of I0S Finance
(2019).

Financial Statements 2021
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Leaderin
specialized
finance

BFF is the only
pan-European
platform - present

in nine countries

- specialized in the
management and non-
recourse purchase of
receivables from the
Public Administration
and national health
systems.

The merger with
DEPObank extends
the scope of activity
and expertise to
Securities Services
and banking payment
services.

Independent Auditors
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LEADER IN MARKETS WITH
ABUNDANT GROWTH
OPPORTUNITIES

EXPERIENCED
MANAGEMENT
TEAM

STABLE CUSTOMER
BASE WITH HIGH
CREDITWORTHINESS

Positioned to
excel and ensure
o SPECIALIZED IN
sustainable results MARKETS WITH
HIGH ENTRY
BARRIERS

AMPLE AVAILABILITY
OF LOW-COST FUNDING

HIGH CAPITAL GENERATION PROVEN STRATEGY
AND DIVERSIFICATION IN ASSETS EXECUTION CAPABILITY
WITH LOW CAPITAL ABSORPTION
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Sustainability in BFF’s services
and the materiality matrix

The business model described on the previous pages is based on core values, such as honesty and transparency,
respect for and enhancement of resources, ensuring leadership in innovation and execution in its reference

market.

Consolidated Non-Financial Disclosure

Consolidated Consolidated
non-financial disclosure Non-Financial Disclosure

. g o 2020

P BFF »BfFF

In order to provide more comprehensive and transparent disclosure as well as improve its
communications with stakeholders, BFF drafted a consolidated Non-Financial Disclosure as early
as 2019 on a voluntary and annual basis in compliance with Italian Legislative Decree no. 254/2016.

BFF Banking Group's Consolidated Non-Financial Disclosure is separate from this Report on

Operations, as per Art. 5, paragraph 3, letter b) of Italian Legislative Decree 254/16, and available, in
its third edition, at the website www.bff.com in Italian and English.
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https://www.bff.com/documents/20152/0/BFF_Consolidated_non-financial_disclosure_2020+%282%29.pdf/ac7c5112-86ab-9319-82ac-0aaee4f0be15
https://www.bff.com/documents/20152/0/BFF_Consolidated_Non_Financial_Disclosure_2021+%282%29.pdf/02aeec02-0826-1082-8bb3-663dc1c9501b

Be the leaders in innovation, customer service and
execution in our reference markets, with a low risk
profile and high operational efficiency, aligned with

the best corporate governance practices for public
companies.

Be a leader in specialty finance niches in
Europe, leveraging on our leadership position in
financial services to the suppliers of the Public
Administrations.

Va | ues The core values of the Group, which are also set out
in the Code of Ethics, can be summarized as follows:

afan
People We value our people and invest in them,
favoring merit and inclusion.

<&

Integ I"ity We operate with honesty and transparency.

Excellence We ensure timely execution and completion
to our clients.
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The Group started a materiality analysis process to identify the sustainability issues deemed most relevant to
its business.

Material issues are those that (i) can reasonably be considered as important in reflecting the organization’s
economic, environmental and social impacts, or (ii) affect stakeholders’ decisions.

The matrix consists of two Cartesian axes where the x-axes represent the significance of the issue to the Group,
and the ordinates represent the significance of the issues to stakeholders, and defines relevance in terms of
(actual and potential) impacts that each issue involves with respect to the Group’s ability to create value over
the long term.

The issues shown in the cluster are those deemed material.

The following issues are excluded from the cluster: “Social impact of operations", “Responsible supply chain
management” and “Responsible management of environmental impacts”. Although not extremely relevant
based on the Group’s business type, these issues are in any event addressed and duly reported on in the
Consolidated Non-Financial Disclosure and are also expressed in the following paragraphs devoted to the
environment and corporate culture.

The Consolidated Non-Financial Disclosure was prepared based on the relevance of the issues within the
matrix.In particular, at the beginning of each chapter, the subject matter being disclosed is shown, followed by
its description.
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MATERIALITY MATRIX
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Work environment and corporate culture: drivers of innovation
and inclusion at BFF

THE WORK ENVIRONMENT

With the progressive return to working in person in the second quarter of 2021, BFF opened its new offices in
Madrid, where it had already moved its Spanish headquarters last March 2020, before the COVID-19 pandemic
exploded in Europe and throughout the world.

Situated within the Castellana 81 complex, the offices confirm BFF's commitment to reducing environmental
impact and optimizing people's working conditions. In fact, the building earned LEED Platinum certification
for the highest levels of sustainability, as well as WELL certification in the Core & Shell category for the quality of
the working environment. The facility selected for the headquarters in the Spanish capital guarantees maximum
accessibility, as recognized by the maximum five-star rating of the DIDA certification (Distinctive Indicator of
the Degree of Accessibility).

In May 2021, the offices of the Slovak headquarters were also relocated, albeit within the same building, which
had also been renovated to ensure lower energy consumption.

The process of transferring to low-energy, highly inclusive locations began in 2019 with the new offices in Lodz,
Poland, and looks to the future with Milan, to take this important step also in the headquarters, with over 500
employees, in compliance with the highest standards of environmental sustainability.

Casa BFF

In February 2022, the construction of BFF's new headquarters, which will be built by mid 2024, was
announced.

Designed by Architects Paolo Brescia and Tommaso Principi of OBR, Open Building Research, the building
will be LEED Platinum certified, focused on people and merging integration with the city with a sense
of community. It will feature an Energy Flying Carpet which, with 2,600 m? of photovoltaic panels, will
produce 360 Megawatt hours, becoming the symbol of BFF’s environmental and sustainability values
and generating energy to meet the needs of the building and the surrounding area.

The project’s detailed attention to open spaces is also reflected in the presence of an Agora accessible
to everyone, not only employees: a shared space that will become a super-urban meeting place,
enhanced by easy access to public transport, new cycling lanes, a pedestrian walkway that will connect
two different city neighborhoods and a museum area dedicated to the Italian works of contemporary art
which the Bank has collected since the 1980s and today are involved in a travelling exhibition in Europe:
“ART FACTOR —The Pop Legacy in Post-War Italian Art” (https://www.art-factor.eu).

Financial Statements 2021



» BFF

INTERNAL AND EXTERNAL CULTURE

Corporate culture is central to enabling business sustainability and inclusion. The creation of a sustainable
service or product, respect for people, the environment and a just transition originate precisely from the internal
culture of an organization.

Internal Culture and Training
The Human Resources and Organizational Development Function supports employees by providing the

resources and tools necessary for proper training.

Specifically, the aims of the training project are to: (i) disseminate and align people with the Group's strategic
values and objectives, (ii) increase the knowledge and skills necessary to generate value from production
processes, and (iii) strengthen the Group's organizational culture; to which is added the need to provide training,
in compliance with business objectives.

To achieve the objectives described above, in 2021 45,960.2 hours of instruction were provided, approximately
55 hours per person, throughout the Group. All the Group's training is carried out within the framework of
the BFF Academy, founded in 2019 and aimed at ensuring the development of skills and training for all BFF
employees. The Academy covers four macro-areas, identified as follows:

b Onboarding Journey: to aid with the entry of new employees at BFF.

D CrossTools & Processes: includes technical courses on BFF systems and processes, and among other things
covers the areas of project management and language courses;

D Business Area: includes professional training courses and conferences, specific refresher and professional
training;

D Soft Skills: for training aimed at improving relational, professional and managerial skills.

Specifically, the breakdown of BFF Academy training hours by macro-area is shown below, with further details
on mandatory training, which is part of the Cross Tool & Processes Area:

ONBOARDING JOURNEY CROSSTOOLS & PROCESSES BUSINESS AREA SOFT SKILLS

3,608.8 26,455.49 6,798.37 7,584.3 1,513.3

excluding Mandatory
Mandatory

Covid-Pulse

In April 2021 BFF launched “Covid Pulse", a survey with the aim of learning more about the experiences of its
employees over the last year, also in order to try to understand any difficulties that might arise upon returning
to work in person, albeit progressively and with all the necessary precautions.
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With a 91% participation rate the survey showed very positive results in terms of the company's ability to
respond to the pandemic.

"Overall, | think my organization is doing a good job in responding to the pandemic”

88% No opinion

Yes 3%

No

Purpose Survey

In October 2021, BFF launched the Group’s second bi-annual survey called “Purpose Survey”. With 82%
participation, the initiative aims to analyze the behaviors that directly drive the desired company results as well
as investigate internal culture as a lever for the success of BFF Banking Group.

The combined results of the Purpose Survey and Covid Pulse will guide the development of an action plan to
be implemented over the next two years, through initiatives intended to make the Group a better place to work
and to achieve established strategic objectives.

Cooperation with Universities and Culture Centers

In 2021, BFF continued with its membership in the Cergas Network of Associated Companies (Center for
Research on Health and Social Care Management) of the SDA Bocconi School of Management. This membership
allows BFF staff to participate in in-depth discussions and debates with key stakeholders in the healthcare sector
regarding the changes and challenges of the public and private system, which accounts for animportant portion
of BFF customers in the Factoring & Lending area. Other collaborations of this nature are carried out through
the Farmafactoring Foundation. Indeed, the partnerships with Ca Foscari University of Venice Foundation
and Censis Centro Studi Investimenti Sociali have been ongoing for many years now.

Collaboration and contributions of an educational nature are also provided by Mefop (Societa per lo sviluppo del
Mercato dei Fondi pensione), founded in 1999 by the Ministry of Economy and Finance, its majority shareholder,
aimed at promoting the development of forms of welfare through training, study, assistance and promotion in
matters related to supplementary pensions.

Alongside analysis and economic and financial information, art also plays a central role at BFF, as a constant

stimulus to observe reality from new and different perspectives and thus contribute to an increasing willingness
to innovate and include.
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In this context two initiatives were organized, one at local level in Portugal and the other at an international
level. In May an area of the Gulbenkian Museum in Lisbon was inaugurated that BFF helped to restore as part
of a project launched in 2020, during the pandemic that severely penalized the entire arts sector.

Art and culture are important driving forces for the development of companies and society. Thus was born the
project ART FACTOR - The Pop Legacy in Post-War Italian Art, which took form first in the publication of the
book of the same title in April 2021, and then in a travelling exhibition in Europe. Thanks to this initiative, the
Collection — which is on permanent display at BFF's headquarters in Milan — can be enjoyed in the cities the
Group operates in, including Bratislava, in January-March 2022, to then continue to Warsaw in the spring of the
same year, as well as the following other European cities: Athens, Paris, Madrid and Lisbon (*)

The Farmafactoring Foundation

BFF’s constant interest in scientific research is made possible and regularly inspired by the activity of the
Farmafactoring Foundation, established in 2004 precisely to ensure the continuity of the projects undertaken
by BFF and aimed primarily at analyzing the management models, structures and governance of the Healthcare
Systems in Italy and Europe, and in general of the Public Administration.

Also in the course of 2021, BFF contributed to the Foundation’s activities with a €520 thousand donation, in line
with previous years, as well as additional projects for €75 thousand, for a total of €595 thousand.

Additional details on the activities of the Farmafactoring Foundation during the year are available on the
dedicated website (**) and in the 2021 Non-Financial Disclosure.

Governance

BFF has implemented a traditional governance and control model based on two corporate bodies appointed by
the Shareholders' Meeting: the Board of Directors, as the body entrusted with the strategic supervision of the
company, and the Board of Statutory Auditors, as the body entrusted with the control function.

BFF's governance model is aligned with the best market practices of public companies, and is consistent with
the principles of the Corporate Governance Code of listed companies.

In this regard, in March of this year the Shareholders' Meeting appointed the new Board of Directors, which will
remain in office until the approval of the financial statements for the year 2023.

For the first time, the outgoing Board of Directors made use of the option envisaged by Art. 15 of the By-
laws to present its own slate of candidates, following a rigorous self-assessment process, carried out with
the contribution of the Nominations Committee, after evaluation by a leading independent executive search
company, which certified its overall consistency with current regulations and the Guidelines on the qualitative-
quantitative composition deemed optimal.

(*) more information available on www.art-factor.eu
(**) www.fondazionefarmafactoring.it
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Today, BFF's Board of Directors has this composition in terms of professional experience, gender, international
profile and independence:

67% S ) 44%

independent presence of women

o 6
(@RaA)

33% /8%
FF@ of foreigln @ with international
nationality experience

In 2017 the Board of Directors adopted a succession plan for the Chief Executive Officer. Note that a self-
assessment of the Board of Directors is performed on an annual basis. The independent directors meet
periodically in order to discuss issues relating to corporate governance.

Indeed, with specific regard to Environment, Social and Governance ("ESG") responsibilities, in 2020 the Board
of Directors assigned fact-finding, advisory and proposing functions to the Control and Risks Committee, and
more generally tasking it to support the Board of Directors with respect to topics related to sustainability, as
well as the periodic review of updates on the progress of actions in this area.

Ethics and integrity

Ethics and integrity are the pillars of BFF's governance. The Group’s Code of Ethics, the Code of Conduct and
the 231 Model are the elements through which these two areas are supervised, not to mention the Anti-Money
Laundering Policy which BFF followed up on with the completion of the Wolfsberg Group Correspondent Bank
Due Diligence Questionnaire.

The introduction of an additional whistleblowing channel during the first half of 2021 is also worthy of note,
as it will allow BFF employees to submit fully anonymous reports through a portal managed by third parties,
available and reachable 24/7/365. The channel is available on the intranet, and specific training will be provided.
The other channels, as indicated in the Code of Ethics and 231 Model, will remain active and available to both
employees and third parties.
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Corporate bodies

BOARD OF DIRECTORS

Chairman Salvatore Messina

Chief Executive Officer Massimiliano Belingheri
Vice Chairman Federico Fornari Luswergh
Directors Anna Kunkl*

Michaela Aumann
Piotr Henryk Stepniak
Domenico Gammaldi
Monica Magri (**)
Giovanna Villa

The Board of Directors was appointed by the Shareholders’ Meeting held on March 25, 2021 and its term of
office will end on the date of the Meeting convened to approve the Financial Statements at December 31, 2023.

(*) Appointed by co-option by the Board of Directors on March 1, 2022, to replace Ms. Amélie Scaramozzino, who resigned as of February 24, 2022.
(**) Appointed by co-option by the Board of Directors on February 10, 2022, to replace Ms. Barbara Poggiali, who resigned as of February 3, 2022.

BOARD OF STATUTORY AUDITORS

Chairperson Paola Carrara

Standing Auditors Fabrizio Riccardo Di Giusto
Paolo Carbone

Alternate Auditors Claudia Mezzabotta
Carlo Carrera

The Board of Statutory Auditors was appointed by the Shareholders’ Meeting held on March 25, 2021 and its
term of office will end on the date of the Meeting convened to approve the Financial Statements at December
31,2023.

Please note that, on February 18, 2022, Ms. Paola Carrara, Chairwoman of the Board of Statutory Auditors,
resigned effective as of the earlier of (i) the date of the Shareholders' Meeting called to approve the Bank’s
financial statements at December 31, 2021 and (ii) March 31, 2022.

INDEPENDENT AUDITORS

KPMG S.p.A.

FINANCIAL REPORTING OFFICER

Claudio Rosi
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REMUNERATION COMMITTEE

Report of the Board of

Report of the

Statutory Auditors Independent Auditors

NAME

QUALIFICATIONS

POSITION

Giovanna Villa (*)

Independent Director

Chairperson

Domenico Gammaldi (**)

Independent Director

Committee Member

Piotr Henryk Stepniak

Non-Executive Director

Committee Member

(*) Appointed on February 10, 2022, to replace Ms. Barbara Poggiali.
(**) Appointed on March 1, 2022, to replace Ms. Amélie Scaramozzino.

COMMITTEE FORTHE EVALUATION OF TRANSACTIONS WITH RELATED
PARTIES AND ASSOCIATED ENTITIES

NAME

QUALIFICATIONS

POSITION

Giovanna Villa

Independent Director

Chairperson

Domenico Gammaldi (*)

Independent Director

Committee Member

Michaela Aumann

Independent Director

Committee Member

(*) Appointed on March 1, 2022, to replace Ms. Amélie Scaramozzino.

NOMINATIONS COMMITTEE

NAME

QUALIFICATIONS

POSITION

Domenico Gammaldi

Independent Director

Chairperson

Monica Magri (*)

Independent Director

Committee Member

Federico Fornari Luswergh

Non-Executive Director

Committee Member

(*) Appointed on February 10, 2022, to replace Ms. Barbara Poggiali.

CONTROL AND RISKS COMMITTEE

NAME

QUALIFICATIONS

POSITION

Michaela Aumann

Independent Director

Chairperson

Federico Fornari Luswergh

Independent Director

Committee Member

Domenico Gammaldi

Non-Executive Director

Committee Member
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ROLE OF MEMBERS OF THE BOARD OF DIRECTORS AND INDEPENDENCE REQUIREMENTS

NAME OFFICE EXECUTIVE NON- INDEPENDENCE
IN BFF EXECUTIVE
PURSUANT PURSUANTTO
TOTHE THE CORPORATE
CONSOLIDATED GOVERNANCE
LAW ON CODE
FINANCE
Salvatore Messina Chairman

Federico Fornari Luswergh

Vice Chairman

Massimiliano Belingheri

Chief Executive Officer

Anna Kunkl (*) Director
Michaela Aumann Director
Piotr Henryk Stepniak Director
Domenico Gammaldi Director
Monica Magri (¥*) Director
Giovanna Villa Director

(*) Appointed by co-option by the Board of Directors on March 1, 2022, to replace Ms. Amélie Scaramozzino.
(**) Appointed by co-option by the Board of Directors on February 10, 2022, to replace Ms. Poggiali.

The composition of BFF's Board of Directors meets the diversity and gender criteria recommended by the
Corporate Governance Code as set out in the Corporate Bylaws the Board of Directors’ Regulations and the
Board of Directors’ Diversity Policy approved by the Board of Directors most recently on July 28, 2021. This
Policy defines the ideal characteristics of the composition of the Board of Directors, covering aspects such as
age, gender composition, education and professional background, so that the Board of Directors may effectively
carry out its duties, making its decisions on the basis of a different, qualified and diverse point of view.
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Group Structure

BFF Bank S.p.A.

100% 100%

BFF Finance Iberia S.A.U. BFF Immobiliare S.r.l. (*)

100%

BFF Polska S.A. [ “

T

BFF BFF
Ceska republika Central Europe
S.I.0. S.I.0.

BFF
Medfinance S.A.

DEBT-RNT
spzo.o.

Restrukturyzacyjna Kancelaria

Kancelaria Prawnicza Prawnicza

Karnowski i Karnowski i
Wspdlnik sp. k. Wspdlnik sp. k.

(*) Company incorporated on January 19, 2022. This company was established with a view to finalizing the “Casa BFF” operation, which will involve
the development of an office building which will become the new registered office of the BFF Group and will house all of the Bank’s personnel
present in the city of Milan, who are currently divided between three different buildings.
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Shareholder Structure

On February 10, 2021, with markets closed, Scalve S.a r.l. (*Scalve”), a company controlled by Massimiliano
Belingheri, CEO of BFF, initiated a reverse accelerated book-building ("RABB") procedure exclusively for
institutional investors and aimed at purchasing a maximum of 3.5 million BFF ordinary shares. The completion
of the RABB transaction took place the following day, February 11, 2021, with the acquisition by Scalve of
1,938,670 BFF ordinary shares, equal at the time to approximately 1.1% of the Bank’s share capital.

On the same date of February 11, 2021, BFF Luxembourg S.a r.l. (Centerbridge) ("BFF Lux") initiated, and then
concluded on February 12, the sale of all remaining shareholdings in BFF (equal to 7.9%)):

(i) through an accelerated bookbuilding (ABB) procedure, targeting certain categories of institutional investors,
for 11,806,970 shares (6.9%), and

(i) following the exercise of the call option by Massimiliano Belingheri, with physical delivery of 1,756,417 BFF
shares (1%), envisaged pursuant to the relevant existing Lock up and Option Agreement.

Following this transaction BFF Lux completed its exit from the capital of BFF, and Massimiliano Belingheri
came to hold — both directly and indirectly through persons closely related to him (Scalve and Bray Cross Ltd.) —
approximately 10.03 million BFF shares (10.17 million at December 31, 2021 equal to 5.49% of the share capital
of BFF).

Following the elimination of BFF Lux's shareholding in the Bank in February 2021, the Bank of Italy, via a notice
dated February 23, 2021 removed the CRR Group with BFF Lux at the top from the register of banking groups.
The BFF Banking Group’s CRR group now coincides with the Banking Group.

On March 5, 2021 the Bank issued to Equinova UK HoldCo Limited ("Equinova")? 14,043,704 new BFF ordinary
shares for the merger by incorporation of DEPObank — Banca Depositaria Italiana S.p.A. into BFF. The share
amounted to 7.604% of the BFF share capital at that date.

As of December 31, 2021, Equinova is the main shareholder of BFF with 7.58% of the share capital; it is followed
by BFF management (CEO, the Vice Presidents in office at that date, and their respective closely related persons)
with 5.59%. The remaining 86.30% is floating, and includes 0.54% in treasury shares (974,461 at December 31,
2021).

2) Equinova is the holding company of Advent International Corporation, Bain Capital Private Equity Europe LLP and Clessidra SGR S.p.A., which
was the main shareholder of DEPObank (as of March 1, 2021 it held a 91.6% stake in the share capital).
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TOTAL NUMBER OF SHARES ISSUED AT DECEMBER 31, 2021: 185,312,690

0.54%
Treasury shares at 31.12.2021

86.30% Equinova UK Holdco Limited
Floating
5.59%
Management @

Source: Forms 120A - 120B - 120D and Internal Dealing communications. Percentage is calculated based on the total number of shares issued at
12/31/2021.

(1) Asat12/31/2021 the Chief Executive Officer Massimiliano Belingheri and his Closely Related Persons (Bray Cross Ltd. and Scalve S.a. r.l.) held 10.17
million BFF shares, for a quota equal to 5.49% of the share capital. The remaining quota of the management refers to the BFF shares held by the 4 vice
presidents in office at that date and by their respective Closely Related Persons.

Financial Statements 2021



» BFF

The operational context

International Economic Landscape

The year 2021 was characterized, like 2020, by the spread of the SARS-Cov-2 virus, with more than 200 million
infections and 3.6 million deaths, bringing the balance since the pandemic began to 288 million people infected
and 5.4 million deaths.

However, unlike in the previous year, the implementation of a large-scale vaccination campaign permitted
governments to reduce restrictions on production activities - triggering the global drop in GDP of 3.1% in 2020
- thus favoring an economic recovery which, according to the estimates of the main international forecasters,
came to 5.9%, stimulated by the expansionary orientation of monetary and fiscal policies.

The European Union continued to deal with the impacts of the pandemic, with over 41 million cases of contagion
in 2021 and more than half a million deaths, bringing the count since the beginning of 2020 to over 56 million
people infected and 906 thousand deaths. The continuation of the vaccination campaign made it possible to
limit deaths and pressures on hospitals, thus avoiding new, extended lockdowns.

THE MAIN MACROECONOMIC INDICATORS OF THE EUROPEAN UNION

Indicators 2019 2020 Consensus forecasts
2021 2022
Real GDP (annual change) 1.8% -6.4% 5.5% 4.1%
Inflation rate (annual change) 1.5% 0.6% 2.7%* 3.8%
Unemployment rate 6.6% 7.2% 7.1%* 6.5%
Balance of payments (% of GDP) 2.1% 1.9% 2.3% 2.1%
Public Budget Balance (% of GDP) -0.8% -7.9% -6.6% -3.7%
Consensus from Bloomberg, updated at 02/15/2022. (*) actual data.

Starting from spring 2021, the Eurozone exited the recession phase that began in the first quarter of 2020, with
estimated GDP growth of 5.5% in 2021, after a 6.4% decline in the previous year.

The strong support provided by both monetary policy and fiscal policy and, at economic level, the clear
improvement in the confidence of households and businesses, laid the foundations for a continuation of the
recovery in 2022, with a consensus estimate of 4.1% GDP growth.

Inflation surged in the course of the year, rising to 5.3% in December (from 0.3% twelve months prior), driven by
a sharp rise in commodity prices, with the core figure (which excludes the volatile components of food, energy,
alcohol and tobacco) increasing from 0.8% to 2.9%.

Price trends were impacted by a faster recovery in demand than in supply (this explains, for example, the lack of
chips in the automotive industry) and slowdowns in procurement from Asia, caused by the spread of COVID-19
in ports, with the dual negative effect of reducing supplies and increasing shipping costs. While inflation was
2.7%in 2021 (from 0.6% in the previous year), for 2022 analysts expect it to reach an average of 3.8%.

In this scenario, monetary policy remained highly expansionary, with the ECB maintaining reference rates

stable at all-time lows and continuing to inject liquidity into the system through the Pandemic Emergency
Purchase Programme (the “PEPP"), which will continue until the end of March 2022.
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Despite the Central Bank’s accommodating stance, the economic recovery and higher inflation drove up long-
term rates on the 10-year Bund and BTP, to 39 and 63 basis points, respectively; furthermore, operators have
revised slightly upward their expectations on the evolution of interest rates (forward rates on the three-month
Euribor with maturity at the end of 2022 rose during the year by 21 basis points to -0.32%), penalizing short-
term securities. Overall, the Italian bond market lost 2.15% during the year (based on the general MTS index).

Despite the negative trends in the European and Italian government bond markets, the BFF securities portfolio
- nearly entirely included in a Held to Collect (HTC) business model - performed positively during 2021 thanks to
its short-term duration and the decision to privilege variable rate securities over fixed rate.

To stimulate the recovery of the economy, the European Union has strengthened the 2021-2027 multi-year
budget by launching the Next Generation EU (NGEU) plan, which provides for investments and reforms
to accelerate the climate transition and digital transformation from 2021 until 2026. NGEU is divided into 7
programs for a total amount of €806.9 billion, the main one being the Recovery and Recovery and Resilience
Facility (RRF) worth €723.8 billion, divided into 338.0 billion in grants and 385.8 billion in loans. In addition
to the RRF, there is the €50.6 billion from ReactEU and €32.5 billion from Horizon Europe, InvestEU, Rural
Development, Just Transition Fund and RescEU. The distribution of the RRF among the various countries depends
onthe trend of economic growth, so that the countries that grow less will receive a greater share of the program.

The countries that BFF operates in will have access to €234 billion (in real terms) in grants, equivalent to 75%

of the total, compared to 47.4% of the total European Union GDP. In June 2022, 30% of this breakdown will be
revised on the basis of actual GDP growth data for 2020 and 2021.

THE GRANTS OF THE RECOVERY AND RESILIENCE FACILITY INTHE COUNTRIES THAT BFF OPERATES IN

Countries Maximum grant in nominal terms Weight of total

(billion euros, current prices) planned grants
European Union (27 countries) 338.0 100.0%
Italy 68.9 20.4%
France 39.4 11.6%
Spain 69.5 20.5%
Poland 23.9 7.1%
Czech Republic 7.1 2.1%
Portugal 13.9 4.1%
Greece 17.8 5.3%
Slovakia 6.3 1.9%
Croatia 6.3 1.9%
Total for countries that BFF Bank operates in 253.1 74.9%

Source: Euro.
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The European Commission’s estimate on growth in public expenditure, following the significant emergency
measures that were made necessary to deal with the pandemic, was 5.5% (equal to €7.509 billion), after the
increase of 9.2% in 2020. However, as a result of the higher growth in nominal GDP, the incidence of public
expenditure on GDP declined from 53.1% to 52.4%, a level which moreover remains considerably higher than
46.5% in 20109.

In the countries where BFF is present, the increase was consistent: +9.8% in Slovakia, +7.1% in the Czech
Republic, +5.6% in Italy; while the change was more limited in Poland (+1.5%) where, moreover, due to the
relatively low ratio between public expenditure and GDP (45.1% in 2021), a significant increase is expected in
2022 (+5.2%).

THETREND OF PUBLIC EXPENDITURES INTHE COUNTRIES WHERE BFF IS PRESENT

Countries 2019 Public 2019 Public 2020 Public 2020 Public Chg 2021 Public 2021 Public Chg 2022 Public 2022 Public Chg
Expenditure  Expenditure Expenditure Expenditure 2020/  Expenditure Expenditure 2021/ Expenditure Expenditure 2022/

(billion (% of GDP) (billion (% of GDP) 2019 (billion euros) (% of GDP) 2020 (billion (% of GDP) 2021
euros) euros) euros)

European

Union

(27 countries) 6,520 46.5 7,118 531  9.2% 7,509 524 5.5% 7,440 48.8 -0.9%

France 1,349 55.4 1,420 61.6 52% 1,486 60.1 4.7% 1,467 56.4 -1.3%

Italy 871 48.5 944 571 8.4% 997 56.2 5.6% 990 52.7 -0.8%

Spain 524 42.1 588 52.4 12.3% 606 50.9 3.1% 602 47.2 -0.7%

Poland 223 41.8 255 48.7 14.3% 259 451 1.5% 272 429 52%

Czech

Republic 93 41.1 102 472 9.7% 109 473 7.1% 110 445 1.1%

Portugal 91 42.5 99 49.3  8.5% 104 491 51% 105 46.6  1.6%

Greece 88 47.9 99 59.8 12.7% 102 57.9 3.6% 95 50.8 -6.9%

Slovakia 38 40.7 42 456 9.7% 46 47.6  9.8% 47 439 1.4%

Croatia 26 46.0 27 54.5 7.0% 28 51.2 3.8% 30 49.7  4.5%

Source: BFF calculations based on European Economic Forecast, Autumn 2021 and Eurostat data.

Public expenditure on goods and services (defined as the sum of intermediate consumption and social
services in nature acquired in the market?) represented 11.8% of the European Union’s GDP, of which 6.1% in
intermediate consumption and 5.6% in social benefits in kind acquired in the market.

In the countries in which BFF operates, the weight on GDP was more limited, exceeding 10% only in France
(11.7%) and Croatia (10.9%).

3) Intermediate consumption is all goods and services destined to be transformed into production processes for the direct provision of health and
welfare services and the provision of welfare and social security benefits in cash. The social benefits in kind acquired in the market regard goods
and services produced by parties that are not part of Public Administrations and made available directly to households; spending on those goods
and services regards the Healthcare (expense for pharmaceutical assistance and for healthcare services provided under agreement) and Social
Protection functions for the acquisition of welfare services.
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THETREND OF PUBLIC EXPENDITURES FOR GOODS AND SERVICES INTHE COUNTRIES WHERE BFF IS PRESENT

Countries 2020 2020 Chg 2020 Social 2020 Social Chg 2020 Public 2020 Public Chg
Intermediate  Intermediate 2020/  Benefitsin Benefits 2020/ Expenditure  Expenditure 2020/
Consumption  Consumption 2019 Kind (billion inKind 2019 for Goods for Goods and 2019
(billion euros) (% of GDP) euros) (% of GDP) and Services Services
(billion euros) (% of GDP)
European
Union
(27 countries) 823.1 6.1 57% 752.4 5.6 2.5% 1,575.5 11.8 4.1%
France 123.0 53 2.2% 145.9 6.3 1.8% 268.9 11.7  2.0%
Italy 104.2 6.3 2.9% 46.7 2.8 2.2% 150.9 9.1 2.7%
Spain 65.9 59 2.8% 33.6 3.0 2.7% 99.5 89 2.8%
Poland 30.6 58 1.0% 10.1 1.9 3.0% 40.7 7.8 1.5%
Czech Republic 131 6.1 -1.0% 7.4 34 73% 20.5 95 1.9%
Portugal 11.3 5.7 2.6% 4.2 21 1.2% 15.5 7.8  2.2%
Greece 8.8 53 13% 51 31 4.4% 14.0 8.4  2.4%
Slovakia 5.5 6.0 7.1% 3.0 33 -2.1% 8.6 93 3.7%
Croatia 4.2 8.4 -5.8% 1.3 2.5 3.8% 5.5 109 -3.8%

Source: BFF calculations based on Eurostat data.

THE FACTORING MARKET IN EUROPE

Across nearly all European countries, the increase in factoring exceeded the change in the country’s GDP,
with the exception of Spain, Portugal and Norway, in which GDP had an annual increase surpassing factoring
turnover. Despite the pandemic, synergies between factors and high-profile companies have allowed support
for production chains: the turnover generated by Supply Chain Finance in 2021 amounted to over €18 billion, up
10.7% on the previous year.

The trend of 2020 also continued through the beginning of 2021, with a progressive improvement starting
in the spring, which translated into positive growth in the factoring market starting in April that continued
incrementally in 2021 as well.

In the EU, overall factoring market turnover marked growth of 12% (H1 2021 vs H1 2020). If we look at the
absolute value of turnover in the countries where the BFF Group has a presence, the highest increases were seen
in France (+€21 billion) and in Italy (+€13 billion).
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As regards the markets of the countries in which the BFF Group operates, the DSO trend decreased by 19%
compared to 2020, provoking a reduction in the amount outstanding. The market was also influenced by the
high degree of liquidity injected and inflation growth (+2.36% compared to 2020).

The average payment gap in Europe (the number of days between established payment terms and actual
payment) declined over the last year*.

Intermediate consumption (excluding ltaly) is expected to reach €269 billion (+1% compared to 2021), while
total public investments in the countries in which BFF operates will rise to €180 billion (+3.5% compared to
2021). In terms of absolute value of the investment, the countries with the greatest increase are France (+1.5%
vs 2021) and Portugal (+22.2% vs 2021).

The volumes generated by factoring in 2021 see their highest contribution in Italy (with 52% of the total),
followed by Spain (28%).

Lastly, looking at Credit Management in Europe, in the course of 2021 BFF managed roughly €4.1 billion in
receivables, the majority of which in Italy (85% of volumes managed), Spain (12%) and, on a residual basis,
Portugal (3%).

The following is a summary representation of the economic context in the individual countries that BFF operates

in to provide a better understanding of the dynamics of the business, then further discussed in the next chapter
relating to the performance of operations in 2021.

Italy

THE MAIN MACROECONOMIC INDICATORS OF ITALY

Indicators 2019 2020 Consensus forecasts
2021 2022
Real GDP (annual change) 0.4% -8.9% 6.3% 4.2%
Inflation rate (annual change) 0.7% -0.2% 2.0%* 3.7%
Unemployment rate 9.9% 9.3% 9.5%* 9.0%
Balance of payments (% of GDP) 3.2% 3.2% 3.4% 3.0%
Public Budget Balance (% of GDP) -1.5% -9.6% -9.4% -5.5%
Consensus from Bloomberg, updated at 02/15/2022. (*) actual data.

In Italy, in 2021 nearly 4 million people were infected by the new coronavirus (for a total of more than 6 million
since the start of 2020); deaths amounted to 63 thousand (for a total of more than 137 thousand victims over
the two-year period).

The intensification of the vaccination campaign over the course of the year, with 82% of Italians receiving at
least one dose, however made it possible to relax restrictions on production activities, allowing for an economic
recovery.

4)  Assifact - quarterly data in September 2021.
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Economic growth was supported by consumption and investments, which benefitted from the newfound
optimism of households and businesses as well as exports, which were supported by the recovery of our
commercial partners and a weaker euro.

The significant fiscal and monetary stimulus measures, along with the drive toward consumption due to the
high level of savings accumulated by households during the pandemic, underlie the sustained recovery that
took place in 2021 - on average estimated by analysts at 6.3% - and the growth of 3.8% forecast for 2022 (on the
basis of Bank of Italy findings in economic bulletin no. 1 of 2022, and lowered compared to the previous 4.2%
estimated by Consensus), after 2020 marked the heaviest decline (-8.9%) since World War II.

In December, inflation rose to 3.9% (from -0.2% at the end of 2020), driven up by energy prices. The increase
in the core figure (net of the more volatile components of food, energy, alcohol and tobacco) was much more
limited, from 0.4% to 1.5%. According to Consensus estimates, in 2022 inflation should reach 3.7%, from 2.0%
in 2021, before lowering in the next year to 1.4%.

The speed of the recovery will also depend on the success of the National Recovery and Resilience Plan
(NRRP), the massive fiscal plan of €£235.6 billion (equal to 14.3% of GDP), which includes 205.0 billion from Next
Generation EU and 30.6 billion from a complementary national fund.

NGEU in turn is broken down into €191.5 billion from the Recovery and Resilience Facility (RRF) of which €122.6
billion in loans and €68.9 billion in grants - and €13.5 billion in grants from the Recovery Assistance for Cohesion
and the Territories of Europe (React EU). The resources will need to be used in the 2021-2026 period.

The growth stimulus deriving from measures financed with European funds and the national budget will be
significant and, according to the Bank of Italy, amount to a cumulative 5% in the 2021-2024 period, of which just
under half attributable to the NRRP.

The Plan, which will be financed by grants (€82.4 billion) and debt (€153.2 billion), is broken down into three
strategic axes: digitalization and innovation, ecological transition and social inclusion, and includes three
transversal priorities: gender quality, youth and overcoming regional gaps.

The interventions set forth in the NRRP are broken down into:

1) digitalization, innovation, competitiveness, culture and tourism (to which €49.9 billion is allocated);
2) green revolution and ecological transition (€69.9 billion);

3) health (€20.2 billion).

The implementation of the NRRP will be coordinated and controlled by the Ministry of Economy and

Finance, while the execution of the individual projects will be under the responsibility of the (central or local)
administrations concerned.
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THETAX PLANS TO SUPPORT THE ITALIAN ECONOMY

billion euros billion euros % of GDP* % of GDP*
Recovery and Resilience Facility (RRF) 191.5 11.6%
of which: - loans 122.6 7.4%
- grants 68.9 4.2%
React EU, grant 13.5 0.8%
Next Generation EU (NGEU) 205.0 12.4%
Supplementary national fund, loan 30.6 1.9%
National Recovery and Resilience Plan (NRRP) 235.6 14.3%
of which: - loans 153.2 9.3%
- grants 82.4 5.0%

(*) GDP 2020.

To deal with the health emergency and the recession caused by the pandemic, the governments in office over
the last two years intervened with a series of measures that increased public spending, which in 2021 reached
€997 billion (with an increase of 5.6% compared with the previous year), equal to 56.2% of GDP. This contributed
towards increasing the public deficit to a significant extent, which reached 10% of GDP in both of the last two
years.

On the basis of the EFD Update Note (EFDUN), net debt in 2022 should decline to 5.6% of GDP (from 9.4%
in 2021), thanks to the improvement in the primary balance (from 6.0% to 2.7% of GDP) generated, on one
hand, by the increased revenues deriving from the economic recovery and, on the other, by the limitation
of public expenditure, which should reduce not only as a percentage of GDP (to 52.7%, coming closer to the
pre-pandemic value of 48.5% in 2019), but also in nominal terms (of €7 billion, 0.8% less than this year). After
peaking at 155.6% in 2020, public debt should have started a path of gradually lowering, with the preliminary
data from 2021 at a value lower than that indicated in the EFDUN, at around 150% of GDP.
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THE KEY NUMBERS OF ITALIAN PUBLIC FINANCE

2019 2020 2021 2022 2023 2024

- EFDUN Sept. 21/ PBD Oct. 21 -1.5 -9.6 -9.4 -5.6 -3.9 -3.3

m?itebtedness - September 2021 trend -15 -9.6 -9.4 4.4 -2.4 2.1
- EFD April 2021 -1.6 -9.5 -11.8 -5.9 -4.3 -3.4

- EFDUN Sept. 21/ PBD Oct. 21 -1.8 -4.7 -7.6 -5.4 bk -3.8

Il\rl:itef):::lcr::;? - September 2021 trend -1.8 -4.8 -7.6 -4.2 -2.8 -2.6
- EFD April 2021 -1.7 -4.7 -9.3 -5.4 -b.4 -3.8

- EFDUN Sept. 21/ PBD Oct. 21 1.8 -6.1 -6.0 -2.7 -1.2 -0.8

Primary Balance - September 2021 trend 1.8 -6.1 -6.0 -1.5 0.3 0.4
- EFD April 2021 1.8 -6.0 -8.5 -3.0 -1.5 -0.8

- EFDUN Sept. 21/ PBD Oct. 21 134.3 155.6 153.5 149.4 147.6 146.1

Public Deficit - September 2021 trend 134.3 155.6 153.5 148.8 145.9 143.3
- EFD April 2021 134.6 155.8 159.8 156.3 155.0 152.7

Source: MEF. Data as a percentage of GDP.

Considering that the level of public expenditure for goods and services in Italy is equal to 9.1% of GDP, the
level of intermediate consumption (equal to 6.3%) is aligned with the weight that it has in the rest of the
European Union, while the figure relating to social benefits in kind, of 2.8%, is equal to half of the weight
that they have in other EU countries (5.6%). According to EFDUN estimates, this level is expected to have
remained stable at 9.1% of GDP in 2021. With reference to healthcare spending, which rose by 4.8% over the
last two years (from €123,474 billion in 2020 to €129,449 billion in 2021) due to the actions required to deal
with the pandemic emergency, after reaching 7.5% of GDP in 2020, it is estimated to have declined slightly
in 2021 to 7.3% of GDP. As of 2022 and over the next two-year period, annual healthcare spending should fall
further, with an average of -2.3% per year. The relative impact on GDP will decline, with around €3.7 billion
less spending in 2022 and €2.2 billion less in 2023.

Spending on pensions rose by 2.2% in 2021, due to the number of new pension payments, increases due to
inflation and the recalculation of those already outstanding. Over the next three years, this spending will rise
by 2.8% on average, a rate lower than that expected by the EFDUN for nominal GDP.

The expectations for local bodies takes into account the provisions of article 1, paragraphs 859 et seq. of
ltalian Law no. 145 of December 30, 2018 guaranteeing compliance with the payment times envisaged by the
European Directive for public administration commercial debts, and the elimination of the stock of previous
debts that impose limitations on the spending capacity of defaulting institutions.
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THE FACTORING MARKET IN ITALY

InDecember 2021, the data of the Italian factoring market showed the first signs of recovery in terms of volumes:
turnover settled at €250.63 billion (of which 198 billion for non-recourse factoring) and the amount outstanding
at €65.5 billion (of which 48.7 billion for non-recourse factoring).

In 2020, turnover was equal to €228 billion (with €181 billion for non-recourse factoring), with an outstanding of
€62 billion (of which €46 billion related to non-recourse). In 2019, turnover amounted to €255 billion (of which
€199 billion for non-recourse), with an outstanding amount of €66 billion (€48 billion for non-recourse).

In December 2021, Italian factoring turnover rose by 10.01 compared to the same month of the previous year,
highlighting a recovery aligned with the general economic recovery. In the second half of the year, the market
consolidated the strong second quarter rebound, with the monthly turnover recording an acceleration in the
final months of the year.

Turnover from supply chain finance transactions came to €24.2 billion, up by 22.15% compared to December
of the previous year.

In the second half of 2021, international factoring turnover recorded slightly lower performance than domestic
factoring, with a composition strongly oriented towards exports, which account for in excess of 90% of this
item.

Analyzingthe compositionof receivablesinDecember2021, itcanbe observedthatpurchasesoftradereceivables
from the Public Administration remained stable at nearly €27.7 billion in 2021; while outstanding receivables
from public bodies were €8.6 billion, down compared to the end of 2020, highlighting an improvement in
payment times, which however focuses on the non-overdue component, while overdue receivables accumulate
further delays. At December 31, 2021, overdue receivables amounted to €3.4 billion, of which 2.4 overdue by
more than one year.

In Italy, BFF achieved volumes equal to €3.7 billion in its credit management service. Therefore, 2021 closed
positively with respect to 2.8 billion in 2020. This difference is explained by the decrease in DSO levels (expected
to grow at the end of 2020 over 2021, which instead decreased by 30% during the year) and the liquidity injected
into the market, which resulted in more rapid collection timing.

Within non-recourse factoring, there was a sharp decline in the outstanding amount due to lower acquisitions
recorded during the year and, as also recognized for management, the lower DSO. Receivables outstanding,
totalling €2,001 million, fell by 7% compared to 2020, and by 17% if BFF is compared within the market of
competitors. The joint effect of the contraction in volumes acquired, the decrease in DSO levels and the faster
recovery of receivables, also negatively impacted performance on the recovery of late payment interest.

The overall average DSO recorded by the factoring industry in December 2021 is 114 days, with average trade
receivable payment timing reducing by 49 days compared to the end of 2020, in fact absorbing the negative
impact recorded during the previous year caused by pandemic containment measures.®

5) Assifact—figures at December 31, 2021
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THE ITALIAN SECURITIES SERVICES MARKET

BFF is the main independent playerin Italy in the field of custodian banking, fund accounting, transfer agent and
security custody services.

The performance of the Group's Fund Services and Global Custody businesses, which are highly correlated
with each other, was influenced by the growth trend in assets under management in Italy, which saw positive
performance in 2021, with assets growing by 8.0% compared to the end of 2020, amounting to €2,583 billion.
The increase was achieved partly as a result of the appreciation of the markets and partly thanks to the increase
in net inflows, amounting to approximately €92 billion.

Looking at the figures in more detail, there was growth for various types of asset management, with particularly
positive performance for collective management (open-end funds and closed-end funds) and for retail asset
management. Specifically, the open-end funds collected in net terms €64.8 billion — for a net worth rising to
€1,263 billion — although the increase is mainly attributable to foreign funds. With regard to funds under Italian
law, net funding came to €5.8 billion in 2021, while growth in assets under management increased by 7.1%, to
€259 billion.

Following the issuance of the "Relaunch Italy Decree" there continues to be aninterest in establishing alternative
Pir AIFs alongside traditional Pirs. There is also a particularly dynamic market within standard AIF funds (real
estate, private equity and loans), which has seen BFF among the main beneficiaries of the numerous new
initiatives launched during 2021, with the acquisition of several mandates to play the role of Custodian.

Within Social Security Institutions, the growth of assets followed the positive trend of UCITS funds. BFF confirms
its activities as Custodian of Pension Funds, the leading operator in Italy with a market share of approximately
38.7%.

Finally, 2021 saw a high impact of "regulatory" projects on daily operations, for example T2-T2S Consolidation,
ECMS, CSDR, SHRD I, Spanish FTT, which on the one hand represent an opportunity to strengthen the role
of correspondent bank and partner in the market in the field of Global Custody, and on the other hand allow
proposing new products and services that can contribute to a further increase in BFF's revenues.

THE PAYMENT MARKET IN ITALY

As the leading independent operator in Italy in the field of processing services dedicated to PSPs (Payment
Service Providers: Banks, IMELs, Payment Institutions) and in structured collection and payment services for
companies and the Public Administration, BFF should benefit from a growing payments market thanks to the
recovery in consumption and measures to support the economy. Specifically, for BFF the recovery is already
visible in the area of interbank processing services and in the collection and corporate payments sector.

The recovery is still in a transition phase for all payment instruments that operate in a "face-to-face" logic (e.g.
payments with cards, cheques, etc.) and which were impacted by the economic slowdown attributable to the
COVID emergency. Restrictions due to the COVID-19 pandemic have therefore led to an acceleration in the use
of digital payments, although Italy is still well below the European average.

The consequences of the pandemic, together with the impact of the "Cashless Italy" government plan, have
accelerated the process of digitising payments, with prospects for improvement in the coming years.
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In this scenario, PSPs — BFF’s target customers — will necessarily have to plan significant investments to
innovate and transform products and processes related to Payment Systems, while maintaining the traditional
instruments used by private individuals and companies.

In the domestic field, the process of aggregation between banks continues. The evolution and digitalization of
the European Payment System have been the focus of attention of the European Commission and the European
Central Bank (ECB), which are committed to defining strategic guidelines for the coming years.

The cheques and bills sector paid the highest price of both a system-wide tendential decline and the effect of
the increase in digital payments, with a downturn at segment level of 28%.

Croatia

Since 2018, the Group has expanded its operations in non-recourse factoring in Croatia in compliance with
regulations on the freedom to provide services.

THE MAIN MACROECONOMIC INDICATORS OF CROATIA

Indicators 2019 2020 Consensus forecasts
2021 2022
Real GDP (annual change) 3.5% -7.8% 10.0% 4.4%
Inflation rate (annual change) 0.8% 0.1% 2.6%* 3.3%
Unemployment rate 7.8% 9.0% 8.1%* 7.0%
Balance of payments (% of GDP) 2.8% -1.8% 1.0% 0.8%
Public Budget Balance (% of GDP) 1.8% -8.0% -4.1% -2.9%
Consensus from Bloomberg, updated at 02/15/2022. (*) actual data.

The recovery in the Croatian economy, which began in the second half of 2020, continued decisively at the start
of the year, although it did suffer from a slowdown starting in the spring, due to the resurgence of the pandemic
and increasing inflation. Household confidence suffered from a negative impact, while business confidence
remained high. Lively service sector and export trends are expected to have made it possible to close 2021 with
sustained GDP growth. On average, analysts estimate that GDP grew by 10.0% in the year that just ended (from
-7.8% in 2020) and that it may grow by 4.4% in 2022.

Inflation has risen sharply, reaching 5.5% in December (from -0.7% twelve months prior), driven upwards by
higher energy prices. On an average yearly basis, the Consensus expects inflation to reach 3.3% in 2022, from
2.6%in 2021.

The high public deficit generated in 2020 as a result of the severe recession caused by the pandemic (equal to
8.0% of GDP, after 2019 closed with a budget surplus of 1.8%) should progressively disappear, with analysts
estimating it to decrease to 4.1% on average in 2021 and 2.9% in 2022.

Croatia is the country with the lowest public spending in the countries where BFF operates, amounting to €28
billion in 2021, which in 2022 should rise by 4.5% to €30 billion, although with a lower incidence on GDP, from
51.2% to 49.7%.
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The third wave of COVID-19 that began in February limited normal operations. The debt of the National Health
System has again reached critical levels. Therefore the local government has implemented actions aimed at
achieving an initial reduction of the debt of €130 million, which concluded in August, assigning an additional
€386 million to regular payments. The DSO is 282 days (-58 compared to 2020)°.

The funds were transferred from spending planned for 2022, so stakeholders expect issues in the future, as
there is no clear action plan for the announced Health System reform.

France

Since 2019 the Group has expanded its business in France in compliance with regulations on the freedom to
provide services, purchasing its first trade receivables from the National Health Service.

THE MAIN MACROECONOMIC INDICATORS OF FRANCE

Indicators 2019 2020 Consensus forecasts

2021 2022
Real GDP (annual change) 1.8% -7.9% 6.8% 4.0%
Inflation rate (annual change) 1.3% 0.5% 2.1%* 2.6%
Unemployment rate 8.4% 8.0% 7.9%%* 7.7%
Balance of payments (% of GDP) -0.3% -2.2% -1.2% -1.4%
Public Budget Balance (% of GDP) -3.1% -9.1% -8.2% -5.0%
Consensus from Bloomberg, updated at 02/15/2022. (*) actual data.

In France, the recovery strengthened progressively throughout 2021, benefitting from the intensification of
the vaccination campaign after the slow start early in the year. Households and service businesses gradually
regained confidence, while manufacturing companies reduced their optimism in the final months of the year,
due to concerns surrounding supply gaps linked to port congestion in Asia. The improved health situation and
the resulting reduction of limitations on activity, along with the drive towards consumption provided by the
considerable savings accumulated during the pandemic, should allow for a consolidation of growth.

According to Consensus estimates, GDP is expected to have grown by 6.8% in 2021 (from -7.9% in 2020) and to
rise by 4.0% in 2022.

Consumer inflation, driven by the uptick in producer prices, rose in December by 2.8% (from 0.0% 12 months
prior), with the core figure reaching 2.1% (from -0.2%). In light of a persistently high unemployment rate (which
analysts estimate on average to be 7.9% this year and 7.7% in 2022), wage demands will be contained, limiting
the pressure on inflation, which Consensus expects to reach 2.6% in 2022, from 2.1% in 2021.

6) Source: Intrum European Payment Report 2021.
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Fiscal policy in 2021 supported the recovery, leaving the public deficit at high levels (at 8.2% of GDP, from 9.1%
in 2020). A more decisive deficit reduction path will likely be taken starting in 2022 (expected to decrease to
5.0% of GDP), with the aim of reversing the direction of public debt, which in 2021 the OECD estimates has
reached 115.1% of GDP.

France's total public spending remains the highest in Europe, with €1,486 billion in 2021, equal to 60.1% of GDP
and up by 4.7% from the previous year. In 2022, the incidence on GDP is expected to reduce to 56.4% through a
€19 billion reduction (-1.3%), which would bring it closer to pre-pandemic values.

To combat the crisis, since 2020 the French government has offered companies a state-guaranteed loan (PGE),
making available a total amount of €300 billion, and allowing more than 700 thousand companies to benefit
from this instrument. So far, €134 billion has been distributed locally by French banks. In addition to this, the
ségur de la santé launched in 2020 initially envisaged providing the National Health System with a liquidity
injection of €150 million, but the French Prime Minister later announced an increase in this budget to €650
million in 2021.

Observing the factoring market, an analysis of volumes shows that in France the use of factoring services rose by
around 8% between 2018 and 2019, while the GDP value remained unchanged. This dynamic can be attributed
in part to the increase in liquidity in the market resulting from the initiatives described above, and is in line with
the dynamics and business needs that BFF has witnessed in its local counterparties.

The DSO is 107 days, marking a slightly negative difference (6 days total) compared to 2020,

Greece

The BFF Group started operations in non-recourse factoring in Greece in 2017 and consolidated its activity in
2020 by opening a branch in Athens in September.

THE MAIN MACROECONOMIC INDICATORS OF GREECE

Indicators 2019 2020 Consensus forecasts

2021 2022
Real GDP (annual change) 1.8% -8.8% 8.0% 4.0%
Inflation rate (annual change) 0.5% -1.3% 0.6%* 2.4%
Unemployment rate 17.3% 16.4% 14.8%%* 13.4%
Balance of payments (% of GDP) -1.5% -7.4% -3.6% -4.1%
Public Budget Balance (% of GDP) 1.1% -10.1% -9.5% -4.1%
Consensus from Bloomberg, updated at 02/15/2022. (*) actual data.

7)  Source: Intrum European Payment Report 2021.
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In Greece, the economic recovery was robust after the heavy recession of 2020. Thanks to the progress made
in the vaccination campaign and the reduction in restrictions on activities, business and household confidence
rose to their highest levels. According to Consensus estimates, GDP is expected to have risen by 8% in 2021 and
should reach growth of 4.0% in 2022. In the coming years investment support from the substantial EU-funded
recovery and resilience plan will be crucial to stimulating growth. Indeed, Greece is the greatest beneficiary of
RRF funds as a percentage of GDP, with 16.3%, equal to €30.5 billion.

In December, inflation rose to 5.1% from the particularly low level of -2.3% reached at the end of 2020 in the
wake of higher energy prices. The figure net of more volatile components returned to positive territory, at 1.1%
from -2.5% at the end of 2020. On average analysts estimate inflation at 2.4% for 2022 (from 0.6% in 2021)
in the presence of a high unemployment rate (estimated at 13.4% in 2022), the reduction of which will take
precedence over wage demands. The public deficit — which rose to 10.1% of GDP in 2020 from a budget surplus
situation in 2019 (1.1% of GDP) —is expected to have decreased to 9.5% in the year that just ended and should
decline to a more decisive extent to 3.5% in 2022 given the need to reduce the high public debt (which the OECD
estimates at 192.0% of GDP in 2021, from the peak of 206.3% reached last year). To achieve this objective,
public expenditure - which in 2021 reached €102 billion and rose by 3.6% compared to the previous year - this
year should have reduced by 7 billion (-6.9%), which will lower the incidence on GDP from 57.9% to 50.8%.

The third wave of COVID-19 resulted in a national lockdown from March 2021 to May 2021. Authorities then
lifted the restrictions and re-opened their borders to tourism on May 14, with a number of requirements for
overseas visitors.

The government enacted a package of fiscal measures for a total in 2020 of roughly 13.7% of GDP (€23.5 billion),
including guarantees on loans financed with natural and EU resources. The government extended selected
support measures in parallel with the imposition of new restrictions on movementin November 2020 and March
2021, increasing the cost of the fiscal measures to roughly 8.5% of GDP in 2021.

On August 9, the European Commission disbursed €4 billion in prefinancing to Greece, equal to 13% of the
country’s subsidy and the assignment of loans within the scope of the RRF. The country should receive €30.5
billion in total over the term of its plan (€17.8 billion in grants and €12.7 billion in loans). In Greece, the RRF will
finance investments and reforms which should have a profoundly transformative effect on the Greek economy
and society.

Greece — like Italy, Slovakia, Spain and Portugal — is also the subject of infringement proceedings for non-
implementation of Directive 2011/7/EU on late payments, and in February received a letter of formal notice
from the European Commission urging Greece to comply with the Directive. In fact, as for Slovakia, the warning
to Greece had to do with the excessive delay in payments on health expenditures.

In relation to the figures recorded by the Bank, in Greece the DSO in 2021 was 210 days, with a reduction of 100
days compared to the previous year (310 days), primarily in the hospital segment.
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Poland

BFF started operations in the Polish market in 2016, with the acquisition of Magellan (now BFF Polska Group),
which provides funding to healthcare providers and the government. In Poland, the Group also operates with its
own branch since 2019.

THE MAIN MACROECONOMICINDICATORS OF POLAND

Indicators 2019 2020 Consensus forecasts
2021 2022
Real GDP (annual change) 4.7% -2.5% 5.7%%* 4.7%
Inflation rate (annual change) 2.3% 3.4% 5.1%%* 7.1%
Unemployment rate 5.4% 5.9% 6.0%* 5.3%
Balance of payments (% of GDP) 0.5% 3.2% -0.4% -0.3%
Public Budget Balance (% of GDP) -0.7% -7.1% -3.5% -3.0%
Consensus from Bloomberg, updated at 02/15/2022. (*) actual data.

In Poland, the recovery strengthened in the course of 2021, benefitting from the reopening of activities and
the ensuing recovery in household confidence, which drove consumption. Businesses displayed growing
optimism in the first half of the year, which however reduced considerably in the second half of the year, due to
interruptions in global supply chains. According to Consensus estimates, after a decline of 2.5% in 2020, GDP
growth is expected to go from 5.7% in 2021 to 4.7% in 2022.

In December, inflation rose to 8.6%, from 2.4% 12 months prior, driven by higher commodity prices, the increase
in certain administered prices and lively wage performance. The higher labor cost drove core inflation to 4.7%
(from 3.7% at the end of 2020), its highest levels of the last twenty years. The Consensus expects inflation to
accelerate from 5.1% in 2021 to 7.1% in 2022.

The substantial public deficit incurred in 2020 (equal to 7.1% of GDP) is progressively falling and is expected to
have declined to 3.5% in the year just ended, to reach 3.0%in 2022. Moreover, fiscal policy, like monetary policy,
is expansive in order to support the recovery of the economy and favor the decrease of unemployment to 6.0%
in 2021. The limited level of public expenditure in relation to GDP, compared to other European countries, will
allow for an increase of 13 billion in 2022 (+5.2%), bringing it to €272 billion, corresponding to 42.9% of GDP.

In line with what was recorded in 2020, in the first half of 2021 the impacts deriving from the third wave of
COVID-19 led to an overall decrease in demand linked to good levels of DSO, and an overall postponement of
decisions regarding long-term financing by hospitals, mainly caused by the absence of long-term prospects on
revenues.

In general, the dynamics across all business lines offered on the Polish market are linked to the persistence of

support for the local economy with an anti-crisis shield and liquidity injections to local authorities, such as direct
support from the Government Investment Fund (RFIL) for a total of about PLN 13 billion.
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Furthermore, the central government has proposed a new programme called the Polish Deal which promises
support for local public authorities worth PLN 20 billion (€4.4 billion). Through this instrument, Polish local
authorities will be able to request non-repayable co-financing of investments made between 8% and 95%
depending on the area of investment. As of the date of this document, the Polish Deal is still under discussion.
In this context, it is conceivable that BFF's services will grow in the future in the country, as most of the Group's
activity in the country is concentrated precisely in the context of direct loans to public administration entities,
directly linked to public investments.

Portugal

Since 2014 the BFF Group has expanded its non-recourse factoring operations in Portugal, and in 2018
consolidated its presence in the market by opening a new branch in Lisbon. In Portugal, BFF also operates in the
field of credit management.

THE MAIN MACROECONOMICINDICATORS OF PORTUGAL

Indicators 2019 2020 Consensus forecasts
2021 2022
Real GDP (annual change) 2.7% -8.4% 5.3%* 5.3%
Inflation rate (annual change) 0.3% -0.1% 0.9%* 1.8%
Unemployment rate 6.5% 7.0% 6.6%* 6.3%
Balance of payments (% of GDP) 0.4% -1.3% -0.7% -0.4%
Public Budget Balance (% of GDP) 0.1% -5.8% -4.4% -3.2%
Consensus from Bloomberg, updated at 02/15/2022. (*) actual data.

After dealing with one of the worst resurgences of the pandemic in the world at the start of last year, forcing
the government to impose new lockdowns, Portugal recovered considerably starting from the second quarter,
when the improvement of the health situation and the progressive reduction of restrictions on activities allowed
for the initiation of a recovery in the confidence of families and companies.

The recovery should consolidate thanks to two important drivers: the high level of savings, which will support
higher consumption, and EU funds, which will boost investments. On average, the main international forecasters
estimate that in 2022 GDP will be able to maintain the same sustained pace of growth as in 2021 (5.3%)).

Inflation rose from -0.2% at the end of 2020 to 2.7% in December 2021, reflecting higher energy prices, while
net of the more volatile components it rose from -0.4% to 1.8%. In the face of still high unemployment (6.6% in
2021), the Consensus predicts that the change in consumer prices will remain at contained values again in 2022
(at 1.8%, from 0.9% in the year just ended).

After having increased in 2020 to 5.8% of GDP from a substantially balanced situation in the previous year, the
public deficit began to gradually decrease, given the dual need to promote the recovery of the economy and to

keep the high public debt under control, which in 2020 reached 135.2% of GDP.

In 2021, public expenditure rose by 5.1% to €104 billion, and for 2022 an additional slight increase to €105 billion
is expected (+1.6%), declining from 49.1% of GDP to 46.6%, approaching pre-pandemic values.
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On the basis of the approved NRPP, Portugal appears set to benefit from €13.9 billion in subsidies and €2.7
billion in loans.

The impacts on the Portuguese market in the first half of 2021 show a decrease in overall demand both for the
new business component and for existing customers. The DSO for the NHS/PA sectors showed a rising trend
starting in March, primarily on the NHS side, with increasing overdue debt linked to the impacts of COVID-19.
The government balance was influenced in large part by the health crisis, due to the measures adopted to
combat the pandemic and support businesses and households. However, the official data reflect an increasing
trend in spending for personnel, for goods and services of the National Health System and of the relative total
payables to suppliers past due for over 90 days, which in May 2021 amounted to €485 million compared to €130
million recorded in 2020, leading to a reversal of the trend in collection times, which have started growing again,
with a consequent potential for new business opportunities for the second part of the year.

To counteract the economic impacts of COVID-19, between the end of 2020 and the beginning of 2021 the
Portuguese government injected approximately €250 million into NHS institutions for the settlement of residual
debt with suppliers.

From the perspective of credit management, in Portugal roughly €84 million in volumes were managed in
the course of 2021, while the outstanding relating to non-recourse factoring came to €227 million, up by 8.5%
compared to 2020. Lastly, thanks to constant contact and interactions with the debtor, the Past Due level
remained at zero. The total debt collection carried out during the year was higher than the amount collected in
previous years.

Lastly, the DSO also declined in Portugal, to 299 compared to 330 in 2020.

Spain
BFF started operating in the non-recourse factoring sector of the Spanish market in 2010 and consolidated its

leadership position thanks to the acquisition of I0S Finance in 2019, one of its main competitors (now merged
by incorporation into BFF Finance Iberia). Credit management is also provided by BFF in Spain.

THE MAIN MACROECONOMIC INDICATORS OF SPAIN

Indicators 2019 2020 Consensus forecasts

2021 2022
Real GDP (annual change) 2.1% -10.8% 5.0%* 5.5%
Inflation rate (annual change) 0.8% -0.3% 3.0%* 4.0%
Unemployment rate 14.1% 15.6% 14.8%* 14.0%
Balance of payments (% of GDP) 2.1% 0.8% 0.9% 1.4%
Public Budget Balance (% of GDP) -2.9% -11.0% -8.3% -5.4%
Consensus from Bloomberg, updated at 02/15/2022. (*) actual data.
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After a deep recession in 2020 and a weak start to 2021, Spain was able to benefit from the rapid deployment of
vaccines and the decrease in infections, which made it possible to progressively reduce limitations on activity,
allowing for an economic recovery. Both business and consumer confidence improved considerably, pointing to
astrengthening of growth in 2022 supported by the reawakening of repressed demand, thanks to the conversion
of part of the high savings accumulated into higher consumption and support to investments from the national
recovery plan. According to the estimates of the main international forecasters, inflation should rise to 5.5% in
2022 from 5.0% in 2021.

Inflation rose sharply from -0.5% at the end of 2020 to 6.7% last December, driven upwards by the surge in
energy prices. The figure net of more volatile components rose to a more limited extent, from -0.1% to 1.6%.
With unemployment still very high — which on average economists expect to be at 14% —in 2022 inflation is
expected to reach an average annual level that the Consensus estimates at 4%, from 3% in 2021.

Afterasharpincrease in 2020 to 11% of GDP (from just 2.9% in the previous year), the budget deficit is expected
to have reduced starting from 2021 (to 8.3%, according to average analyst forecasts), thanks to the economic
recovery, to then fall in 2022 to 5.4%, deriving advantages from more robust growth and the lifting of a series of
temporary measures taken to support businesses and workers in the sectors most impacted by the pandemic.
In 2021, public expenditure rose by 3.1% to €606 billion, equivalent to 50.9% of GDP. In 2022, in order to limit
the deficit, it should decline by 4 billion (-0.7%), decreasing its incidence on GDP to 47.2%.

The impacts on the Spanish market in the first half of 2021 following the liquidity injection by the government
(€4 billion at the end of the second quarter 2021 and a total of €15.9 billion from the beginning of 2021) and
theincrease in collection volumes show a decrease in overall demand both for new and existing customers. This
dynamic is consistent with the overall trend seen in 2020 for the factoring market, down by -2%

The Spanish government has announced that it will also guarantee quarterly liquidity injections for 2021 to
support the public administration and National Health System suppliers. Based on this information, the
assumption is that the moderate DSO levels could continue for the rest of the year. In this regard, a budget
of €3,000 million has been approved, which should allow the various autonomous communities to access
REACT-EU (European level) aid. In parallel, the availability of funds from the FLA / FF (Financing Fund of the
Autonomous Communities) was confirmed, which provided for a liquidity injection of about €12 billion in the
second half of 2021.

Overall, taking into account what was approved until July by the CDGAE (Comisién Delegada del Gobierno para
Asuntos Econdmicos), the total estimated needs of the Communities for 2021, also considering 3Q and 4Q, is
equal to €37,575.17 million. Finally, it is recalled that in June 2021 the Commission sent a reasoned opinion to
Spain regarding the 2015 infringement procedure concerning non-implementation of Directive 2011/7/EU on
late payments. The reasoned opinion dealt with excessive delays in payment by the public authorities. Although
Spain has made efforts to improve its performance, the Commission has expressed serious concern about the
persistent delays by regional and local authorities. In the absence of a satisfactory response, as with Slovakia
and Italy, the Commission may decide to refer Spain to the EU Court of Justice.

From the perspective of credit management in 2021, in Spain €366 million was realized. In 2020, it was €353
million (+3.7%). The outstanding was higher than the amount realized, because multiple portfolios were under
management. The Past Due level remained at zero thanks to the debt collection strategy and the initiation of
legal actions. On the other hand, debt collection was 9% higher than last year (+€145 million in absolute value).
In Spain, the DSO is currently similar to the Italian figure, at 94 days, marking a 15 day decrease with respect to
2020.
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Monitoring and control of Liquidity

Despite the current macroeconomic scenario, characterized by the continuation of the COVID-19 pandemic, the
Group has always been able to count on a more than adequate level of liquidity, largely respecting regulatory
and internal liquidity indicator limits (LCR, NSFR and other specific Group indicators). In this context, the Group
has therefore not identified any critical situations.

The acquisition of DEPObank S.p.A. in March 2021 generated robust resources to be used in the Group's lending
activities, to further support the funding profile characterized by liquidity deriving from custodian and payment
activities.

The Group adopts solid oversight mechanisms for monitoring and governing the liquidity position and carries
out (i) when deemed necessary, more frequent and more detailed stress analyses as well as with increasing and
variable impacts, (ii) maintains an important share of assets freely available to meet unforeseen liquidity needs,
verifying their level of adequacy with respect to future cash flows, (iii) monitors the markets through banks it
has relationships with, and (iv) monitors changes in the collection trends of debtors, particularly of the Public
Administration.

Moreover, each year the Group updates its Contingency Funding Plan (*CFP”), which is approved by the BFF
Bank Board of Directors and implemented by the Subsidiaries. The document was updated in June, as well as for
the planned annual review, also in order to take into account the new characteristics of the BFF Group following
the merger by incorporation of DEPObank S.p.A. This document illustrates indicators and related thresholds in
order to trigger the appropriate actions and escalation and decision processes, with a view to preventing and
managing a possible liquidity crisis.

The main accounting issues dealt with during the epidemic

With regard to the main accounting actions aimed at a correct representation of the effects of the pandemic on
items in the financial statements, the following issues are worthy of note:

Impairment on loans: for the purposes of calculating impairment, the Risk Management Function updated the
risk parameters underlying the calculation of Expected Credit Loss (e.g. updating the PD curves and updating
the LGD curves). With regard to the PD curves, the 1-year transition matrices were updated for the Sovereign,
Corporate and Financial Institutions segments. Subsequently, the Risk Management Function updated the
macroeconomic scenarios aimed at obtaining PD Point in Time (PIT) and Forward-Looking (FLI). The Baseline,
High Growth and Mild Recession forecasts provide the forecast default rates for the 20 quarters following the
download date.

These scenarios, provided by the external info provider, are also basically aligned with the new scenarios
published by such info provider in December. The analyses of the Risk Management Function, performed for
the fourth quarter of the year, indeed highlight that in December 2021 macroeconomic estimates do not
significantly differ from those of June 2021. Indeed, the economic recovery is confirmed, driven especially by the
vaccination campaign, and estimated unemployment rates, in any event, are better than what was estimated in
June 2021. Indeed, according to the analysis of the external info provider, “the unemployment rate is stagnant,
while inflation is resuming due to base effects, pressures from the reopening of the economy and rising energy
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prices”. The comparison between the macroeconomic scenarios of the external info provider and those provided
by the European Central Bank in December 2021 also highlights a substantial alignment between the scenarios.
Inline with what was described in IAS 36 an impairment test was performed in 2021 on goodwill recognized in the
financial statements, concerning BFF Polska Group and BFF Iberia (formerly I0S Finance) in order to determine
the relevant recoverable amount. Likewise, following the acquisition of DEPObank and the finalization of the
PPA, the annual impairment test was performed on intangible assets (*Customer Relationships”) at the balance
sheet date of December 31, 2021 by determining the recoverable value and comparing it with the asset's book
value.

Following the outcomes of the impairment test performed at December 31, 2021, the Group did not recognize
any impairment loss on the aforementioned items.
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Operating performance

General context

The financial statements at December 31, 2021 show the equity and economic elements of BFF Bank S.p.A.,
including the newly acquired and merged DEPObank.

The merger with DEPObank produced accounting effects from March 1, 2021, and therefore it is only from that
date that the accounting data of the two companies was consolidated.

The Bank's results include the extraordinary effects of the acquisition and merger, which took place in March
2021, and the dynamics of the sectors the Group operates in through the Business Units that offer services to
customers (Factoring & Lending, Securities Services, Payments) and through the Corporate Center Business
Unit that offers support to other BUs, manages the Bank's funding (requlated internally by a transfer pricing
mechanism), and the use of liquidity in excess of the needs of the Factoring and Lending Business Unit through
investments in government bonds, repurchase agreements and deposits with the ECB.

During 2021, the most significant elements that influenced the Bank's final economic result were the acquisition
of DEPObank, the continuation of the COVID-19 pandemic crisis, albeit accompanied by economic recovery
phenomena and with contrasting effects on the products and services offered, the launch of some commercial
initiatives linked to new regulatory interventions and the desire to expand the products offered and the
customer base served, and the implementation of the initiatives to achieve the synergies envisaged by the
integration plan.

The acquisition of DEPObank, finalized with an accounting date of March 1, 2021, as previously noted has
allowed the Bank not only to enrich the range of products/services offered by expanding the type of customers
served and to access new alternative, less expensive and less traditional sources of financing, but also to
generate a negative surplus (Badwill) equal to €76.9 million shown in the Financial Statements under the item
"200 Other operating expenses and income".

This value derives from the lower price paid for the purchase of DEPObank's equity investment than the Net
Equity expressed at fair value at the time of closing.

The valuation of the fair value of DEPObank's assets and liabilities and the final purchase price allocation were
completed in December 2021.

Furthermore, the Bank made use of the option permitted by Italian Decree-Law no. 104 of August 14, 2020,
which provides for the possibility for IAS/IFRS subjects to realign the tax values of the assets that are recorded
in the 2019 and 2020 financial statements to their higher book value, with the payment of a substitute tax at a
rate of 3%.

With regard to this latter aspect, note that the Bank proceeded with the tax realignment of the value of the
Goodwill of the Payments cash generating unit, amounting to approximately €81.0 million present in the
Financial Statements of the merged company DEPObank. This transaction resulted in a net tax benefit of €23.7
million. At the same time, as set forth by regulations, part of the equity reserves were subject to a tax suspension
restriction, in an amount equal to the higher realigned value (net of the relative tax of 3%), or for €76.6 million.
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Lastly, with reference to the special provisions on the realignment of the higher accounting values with respect
to tax values pursuant to art. 15, paragraph 11 of Decree-Law no. 185 of November 29, 2008 (hereinafter, the
“Realignment”) and following the outcome of the request made concerning the applicability of that requlation
to the higher value recognized on the HTC securities portfolio acquired following the merger with DEPObank, in
2022 the Bank will pay substitute tax on the higher value at December 31, 2021 by way of exemption from the
ordinary rules that establish the tax neutrality of the Merger and the resulting need to neutralize the effects of
the Misalignment between the statutory value and the tax value by recognizing deferred tax liabilities. The effect
of this transaction, recognized in the 2021 Financial Statements, led to a tax benefit of roughly €3.7 million.

The COVID-19 pandemic, which arose at the beginning of 2020 and lasted until 2021, had negative effects on
the Bank.

In the Factoring & Lending BU, there were adverse impacts. In fact, there was a strong liquidity injection by
national governments which led to a reduction in payment times, a reduction in the size of the portfolios subject
to sale and a lower interest of new customers for the services offered by BFF.

In contrast, inthe Securities Services BUthere were positive effects due to the growth in assets under management
in Italy, leading to positive performance in 2021. The increase was achieved partly as a result of the appreciation
of the markets and partly thanks to the increase in net inflows.

In the Payments BU there were disparate effects due to the different dynamics that COVID-19 had on the
various activities and consequently on the various services offered by the Group: positive in the area of interbank
processing and corporate customer and public administration collections and payments, negative, in that they
limited expected growth, on payment transactions with instruments operating in “face-to-face” logic (e.g.,
payments with cards, cheques, etc.).

Finally, the effects were manifold in the Corporate Center BU: the increase in liquidity produced by the Securities
Services and Payments BUs accelerated the process of implementing the actions envisaged by the integration
plan, which provided for a change in the mix of funding sources, while maintaining the availability of activation
of the various funding sources.

In terms of funding, the Bank focused on using the funding made available by the Securities Services and
Payments BUs to finance its loans and to further diversify its funding sources by closing the most expensive
ones, while maintaining a certain diversification of funding sources. In this regard, Liability Management during
the second quarter of 2021 was aimed at bringing liquidity below tiering levels, thanks among other things to
the buyback of senior bonds issued by BFF with maturities of 2022 and 2023 for a total amount of €416 million
(with a result allowing the repurchase of 83% of the original value of the bonds). This initiative made it possible
to use part of the available liquidity deriving from the acquisition of DEPObank, further improving the cost of
funding and liquidity over the plan horizon, and helping to improve the levels of the Bank's financial leverage,
allowing the finalization of all the funding synergy development activities envisaged in the business plan as of
June 30, 2021, which generated positive effects starting from the third quarter of 2021 and will have a full impact
on 2022. Furthermore, in order to first reduce and then eliminate the economic effects of the negative rates
expected from deposits with the ECB, at the end of the first half of 2021 and in the course of the entire second
half of the year, the Bank implemented a strategy (i) for better control of customer deposits, coinciding with
an update of the investment policies of some of the bank's client funds, which allowed them to use the liquidity
that until May was deposited in the current accounts held with BFF Bank differently and (ii) for investment in
Italian government bonds with medium-long horizons, starting to restore an average duration consistent with
what has been done in the past.
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In fact, investments in government securities had been halted in DEPObank until the closing of the transaction,
as per the agreements contained in the Sale, Purchase and Merger Agreement (SPMA) signed in May 2020,
resulting in a sharp contraction of the HTC securities portfolio.

In this regard, note that in view of the aforementioned acquisition, the fair value measurement of the former
DEPObank securities portfolio at the closing date envisaged by the application of the aforementioned
accounting standard led to the recognition of greater value of the HTC securities in the Financial Statements
of approximately €53 million. This effect will be reabsorbed through the amortized cost mechanism during the
years following the closing with consequent lower revenues compared to the value of the amortized cost pre-
deal, until the maturity of the related securities (€27 million in 2021, €21 million in 2022 and a further €5 million
in subsequent years). As at December 31, 2021 the application of this accounting standard generated a negative
effect on the Income Statement of roughly €27 million before taxes.

Moreover, 2021 saw commercial efforts resume in the form of some initiatives including the processing of
settlements relating to certificates on the Hi-MTF market, securities lending for medium-small-sized Pension
Funds and the performance of the role of General Adherent in Cassa di Compensazione e Garanzia for wholesale
bond markets, the offer of custodian bank services to Pension Funds, Religious Bodies and Banking Foundations
and the proposal of Paying Agent, Account and Custodian Bank services also to Corporate customers, not to
mention initiatives related to the opportunities deriving from regulatory interventions (such as Ecobonus 110%,
T2-T2S Consolidation, ECMS, CSDR, SHRD I, Spanish FTT, PSD2) as well as those related to the evolution of
the payment system (with the full implementation of PSD2). These initiatives began to have their effects in the
course of 2021 and will have full effects starting from 2022.

Finally, the acquisition of DEPObank has made it possible to identify potential areas of efficiency to achieve
additional value for shareholders through the creation of the cost and funding synergies announced to the
market during the presentation of March 15.

With regard to costs, the Bank has associated the initiatives taken to achieve the synergies envisaged in the
integration plan with its usual careful monitoring of costs. At December 31, 2021, approximately €20 million of
the run rate was achieved starting from January 1, 2022, corresponding to 100% of the total planned.

As regards funding, already as of June 30, 2021 BFF Bank has already implemented all the initiatives aimed at
achieving the synergies envisaged in the plan. These initiatives were discussed previously in the part relating to
the Corporate Center.

Finally, precisely with regard to funding and its allocation and remuneration, the Group has adopted a transfer
pricing mechanism in order to regulate the funding flows between the various BUs and apply remuneration/
penalty mechanisms for proper management representation. This mechanism envisages: 1) that the Securities
Services and Payments BUs make the funding collected available to the Corporate Center; 2) that the Corporate
Center manages the funding received from Securities Services, Payments, retail deposits and wholesale sources
and makes it available to the Factoring & Lending BU, or, for the excess part, uses it in alternative ways; 3) that
the Factoring & Lending BU uses the funding received in the forms of use specific to its business; 4) that the
Corporate Center remunerates the Securities Services and Payments BUs and is remunerated by the Factoring &
Lending BU for the funding made available through an internal proprietary mechanism.
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Group profit/(loss)

Reported Result

Interms of overall profitability, the cumulative performance of the Bank's BUs, influenced by the aforementioned
phenomena and impacted by the performance of the BUs described on the following pages, led to a reported
economic result amounting to €164.3 million, including among other things the positive effects deriving from
the acquisition of DEPObank, such as Badwill amounting to €76.9 million and the realignment of Goodwill
amounting to €23.7 million, net of costs related to liability management initiatives and other transaction
and restructuring costs amounting to €9.5 million and €6.4 million, respectively, the change of the exchange
difference amounting to €0.1 million, the cost of stock options amounting to €3.0 million, the extraordinary
contribution to the resolution fund amounting to €2.0 million, the amortization of DEPObank's customer
contract amounting to €2.4 million and with the exclusion of DEPObank's pre-acquisition normalized result
amounting to €5.1 million. Note that this result includes only ten months of DEPObank, i.e. the results achieved
as of March 1, 2021.

Normalized Profit/(Loss)

Adding back the remaining 2 months of DEPObank and eliminating the extraordinary items listed above, the
Group's normalized profit/(loss) (including 12 months of BFF and 12 months of DEPObank) amounted to €91.9
million, 2% higher than last year, the explanation of which is to be found in the phenomena affecting the Bank’s
BUs.

With regard to the performance of the BUs compared to 2020, the main elements that affected the Bank's
economic result can be summarized as follows:

b lower interest margin mainly due to lower yields of uses (such as lower yields on loans to customers, MTM
effect of securities of the former DEPObank generated at closing), higher excess liquidity in the first half of
the year, later eliminated following the ALM initiatives carried out;

p higher commissions due to increased transactions in Securities Services and Payments BUs;

b lower costs thanks to careful monitoring and the initiatives taken to achieve the synergies envisaged in the
plan.

The table below explains the transition from the reported result to the normalized data.
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(Values in € million)

Adjustments - €m FY'20 pf FY'21 pf YoY%
BFF Bank - Reported profit/(loss) 143.3 164.3 n.s.
Pre-acquisition normalized result of DEPObank 19.5 51 -
Exchange differences covered by Translation reserve in Equity (4.1) (0.1) -
Stock Options & Stock Grants 0.8 3.0 -
Badwill & transaction and restructuring costs - (70.5) -
Liability Management one-off costs - 9.5 -
DEPObank Goodwill tax relief - (23.7) -
Extraordinary Resolution Fund 0.9 2.0 -
M&A costs 7.6 = -
Current tax charges deriving from the one-off distribution of dividends from

subsidiaries (77.0) - -
Milan property tax relief (1.2) - -
Amortization of DEPObank's customer contract - 2.4 -
BFF Bank — Normalized profit (loss) 89.9 91.9 +2%

Balance Sheet

Following the acquisition of DEPObank, the Bank's balance sheet has been enriched with categories of assets
and liabilities specific to the business acquired, in certain cases new ones, and which have significantly increased
its size. To mention the most important ones: on the asset side, the financial statements include DEPObank's
securities portfolio and liquidity, which were added to those already existing of BFF, and the PCT portfolio; on
the liability side, however, the main items refer to the funds left in deposit by customers and to those useful for
carrying out the ordinary operations of the Securities Services and Payments BUs.

Precisely on the Balance Sheet front, starting in the second quarter of 2021 the Bank focused on optimizing the
forms of funding generated by the businesses of the former DEPObank, rationalizing their levels and closing the
most expensive historical forms of financing of BFF while maintaining a certain diversification.

Onthe otherhand, BFF Bank focused on better managing the forms of use, resuming investmentsin government
bonds and eliminating excess liquidity, with improved effects on both the Group’s leverage and profitability.

The final effect of all of this was a balance sheet which, despite the merger of the two banks, at December 31,

2021 is large in size like that of the former DEPO, especially thanks to the refinancing of the forms of funding of
the Bank “pre-acquisition”.
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(€m)

Certification by the
Financial Reporting

Report of the Board of
Statutory Auditors

Report of the
Independent Auditors

505
543
404

1,182

118

5,793

2,393

10,937

Other Assets
ECB

Receivables due from
Banks and Repos

Intercompany Assets

Intangible Assets Investments

Government
securities HTC

Receivables due
from customers

423

1,119

8,466

230
182
517

10,937

Other Liabilities

Repo

Transaction Services Deposits

On Line Deposits
Bonds and Tier Il
Shareholders’ Equity
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Uses

Receivables due from Customers (Factoring & Lending): these came to €3.4 billion, down by 7% compared to
2020: the international markets now account for 12% of total loans to customers.

Receivables due from Customers (Factoring & Lending) FY'20 FY'21
Italy 2,302 2,105
Portugal 217 207
Greece 54 70
Croatia 1 1
France 4 10
Total 2,578 2,393

The portfolio of government bonds reached €5.8 billion, 0.9 billion higher than at December 31, 2020 of the two
banks and 0.7 billion higher than the first half of 2021: indeed, the Bank began investing again in this area during
the second quarter of 2021 in order to use unused liquidity.

Cash and cash equivalents equal to €0.5 billion and Receivables from Banks equal to €0.4 billion: actions were
taken in this area during the second quarter of 2021 through the ALM initiative to eliminate the excess liquidity
deposited with the ECB, bringing it below tiering levels, the positive effects of which were seen on the Income
Statement starting from the end of June.

Funding

On the liabilities side, the rationalization of funding sources following the repurchase and repayment of €566
million of Bonds, the reduction of online deposits and of wholesale funding, as well as the better management
of the deposits of former DEPObank customers, coinciding with an update of the investment policies of some
of the bank's client funds, which has allowed them to use differently the liquidity that until May was deposited
in the accounts with BFF Bank, has allowed them to significantly reduce the level of funding used in the ECB.

The Transaction Services department, with its Securities Services and Payments BUs, raised approximately €8.5
billion compared to €9.8 billion in 2020, with a decrease in the share of Securities Services of €1.6 billion (€6.1
billion v €7.6 billion), and with an amount generated by Payments up slightly by +€0.3 billion (€2.4 billion v €2.1
billion).

Although with reduced needs, the Bank continued to offer an online deposit account on the Italian market
("Conto Facto"), aimed at retail and corporate customers and guaranteed by the Interbank Deposit Protection
Fund.Furthermore, BFF's Spanish and Polish branches continued to offer a similar online deposit account in
their respective markets (Cuenta Facto and Lokata Facto), also aimed at retail and corporate customers and
guaranteed by the Interbank Deposit Protection Fund. The collection of deposits issued by the Spanish branch
of BFF and reserved exclusively for retail savers through the online Weltsparen platform remained active in
Germany and the Netherlands, in compliance with regulations on the freedom to provide services.

At December 31, 2021, total nominal takings of Conto Facto, Cuenta Facto and Lokata Facto amounted to €230
million, down from €1,652 million in 2020.
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With regard to wholesale deposits, the more expensive and less interesting lines were closed, and thanks to
the repurchases and repayments described above, the bonds in circulation were brought to a residual nominal
amount of €82 million. In contrast, the TIER Il Bond Issue of €100 million remains in place. Precisely with respect
to the latter, on November 16 a request was sent to the Bank of Italy asking for authorization to exercise the
call option for early repayment, exercisable on March 2, 2022, and the relative authorization was received on
February 11, 2022.

With regard to foreign exchange positions arising from the collection and uses of BUs offering services and
products to customers, BFF Bank — through the use of treasury instruments such as interbank deposits and the
use of derivative instruments — manages positions, keeping them overall at levels below regulatory limits in
order to avoid the continuous absorption of capital deriving from open positions.

Shareholders' Equity, Own Funds and Equity Ratios

In 2021 BFF Bank continued to demonstrate its capital soundness, also in consideration of the fact that the
capital ratios and own funds do not include approximately €125 million relating to the normalized profit for the
period, not allocated to capital as the TCR is greater than 15%.

Please recall that, in the course of 2021 the entire amount of dividends outstanding at December 31, 2020
was distributed: roughly €3 million was distributed on March 31, 2021, while the remaining €165 million was
distributed to October 2021.

As previously stated, the acquisition and subsequent merger of DEPObank with accounting effect from March
1, 2021 among other things led to the generation of Badwill amounting to €76.9 million, and to the tax relief of
DEPObank's Goodwill (recorded in the former DEPObank Financial Statements for €81 million) for an amount
equal to €23.7 million, which at December 31, 2021 were posted to Own Funds net of the costs incurred to
implement the Liability Management initiatives described above and equal to €9.5 million net of taxes and net
of the share of profit for the year needed to distribute an amount of dividends, equal to the total adjusted profit
realized by the Group, in compliance with the Policy.

Furthermore, theinvestmentheldinUnione FiduciariaS.p.A., witha 24%stake intheissued shares corresponding
t0 26.455% of the share capital net of treasury shares, and consolidated with the equity method, saw anincrease
in value of €4.8 million compared to December 31, 2020. This amount, resulting from the increase in the amount
of the share capital pertaining to BFF Bank S.p.A. net of the effect of the buy-back of treasury shares carried out
in 2021, was allocated to Own Funds at December 31, 2021.

Shareholders' equity amounted to €517 million compared to €445 million at December 31, 2020.

BFF Banking Group's own funds amounted to €428 million at December 31, 2021. The overall exposure to risks,
relating to the activities carried out, is more than adequate in relation to the level of capitalization and the
identified risk profile.

The capital ratios CET1, Tier 1 Capital Ratio and Total Capital Ratio are 11.8%, 11.8% and 15.3%, respectively.

Furthermore, it is recalled that the Bank did not need to apply the emergency measures made available by the
ECB, the EBA or the European Commission's COVID-19 banking package.
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Itis worth noting that asat December 31, 2020, with a view to approximating the provisions on the new definition
of default starting from January 1, 2021, the Bank adopted the invoice due date (with an original expiry of less
than three months) as starting date instead of the estimated internal collection date for counting the overdue
amount for the non-recourse factoring product, aligning itself with what has been done by other intermediaries.
This approach leads to considering the preferential weighting of 20% envisaged by art. 116, paragraph 3, of
the CRR for all performing exposures to public administration entities with an original expiry of less than three
months. The effect of this change is a lower absorption of capital, with a consequent improvement in relevant
ratios. This amendment makes it possible to align the calculation of RWAs with the approach followed by the
other intermediaries and to unlink the calculation of capital absorptions from the assessments made by the
credit rating agencies of the countries that the Group operates in.

BFF Bank
12/31/2020 12/31/2021
Own Funds 3391 428.4
CET1 Capital Ratio 10.6% 11.8%
Tier 1 Capital Ratio 10.6% 11.8%
Total Capital Ratio 14.9% 15.3%

Factoring & Lending BU - Main KPIs and Economic Results

The Factoring & Lending BU represents the original business of the banking group and carries out its lending
through products such as non-recourse factoring, lending and credit management to public administration
bodies and private hospitals.

The Bank currently performs this activity in 5 countries (Italy, Croatia, France, Greece and Portugal), all of which
have been deeply affected by the COVID-19 pandemic.

The liquidity injections made by national governments and the simultaneous reduction in payment times,
although in many cases concentrated on the non-overdue component of receivables, and the postponement of
decisions regarding long-term financing by hospitals and local authorities have made products such as factoring
less interesting or the need for financing less urgent, negatively affecting the Bank's business.

The main indicators of the Factoring & Lending BU compared to 2020 showed contrasting trends, having been
influenced differently from what happened in the course of 2021.

Receivables from customers decreased by -7% (€2,393 million versus €2,578 million), albeit with signs of a
recovery compared to the first half of the year (the year in which the difference with respect to 2020 was -15%):
the level of volumes of purchased receivables (€3,447 million versus €3,359 million) as well as capital receipts
(€3,584 million versus €3,514 million) were slightly higher than in the same period of the previous year:
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DSO —-days
12/31/2019 12/31/2020 12/31/2021
ITALY 163 163 119
PORTUGAL 300 330 299
GREECE 226 310 210
CROATIA N/A 340 282
FRANCE N/A 113 107

The provision for late payment interest continued to grow (€+39 million, reaching €642 million), while receipts
of late payment interest recorded declined compared to 2020 (-€18 million).

(Values in € million)

FY'20 FY'21
Volumes 3,359 3,447
Capital collections — Non-recourse 3,514 3,584
Receivables due from customers 2,578 2,393
Late payment interest collected 69 51
Provision for late payment interest 603 642
Employees 157 150

VOLUMES BY COUNTRY

W Italy Portugal M Greece M Croatia France
3,359 3"""7
\ 35
¢2 | — 1 o1 I 2
248 304
3,031 3,014
2020 2021
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As anticipated by the previous indicators, the main Income Statement items show that despite the commercial
initiatives implemented, the strict cost controls and the attentive credit monitoring carried out in the origination
and management phases, the Factoring & Lending BU has not fully counterbalanced the effects that the
pandemic has caused.

The interest margin amounted to €88.5 million compared to €104.2 million in 2020, and was influenced by
lower loans to customers and faster than expected receipts.

The range of "rescheduling/capital gains" included in the interest margin, i.e. the differential between capital
gains generated by the receipts of late payment interest exceeding 45% accounted for by accrual and the
rescheduling, i.e. the effects related to the discounting of uncollected receivables according to internal estimates
and therefore reprojected forward over time, went from €3.6 million in 2020 to -€0.6 million in 2021 due to the
lower receipts of late payment interest.

The value of costsincreased due to the initiatives taken to support growth, while net value adjustments for credit
risk continued to show positive dynamics thanks to the careful monitoring of credit, both in the origination and
management phases.

Income before tax from continuing operations therefore amounted to €80.7 million, down €21.6 million
compared to last year, mainly due to the phenomena that influenced the interest margin described previously.

(Values in € million)

FY'20 pf FY'21 pf

Interest income 142.7 114.3
of which "rescheduling/capital gains" range 3.6 (0.6)
Interest expenses (38.4) (25.8)
Interest Margin 104.2 88.5
Net fees and commissions 4.4 5.4
Other revenues (0.2) 0.1
Intermediation Margin 108.4 94.0
Other operating income and expenses 9.6 6.8
Total net revenues 118.0 100.8
Costs and Net write-downs/write-backs on tangible/intangible assets (17.9) (21.2)
Net value adjustments/write-backs for credit risk 2.3 0.5
Net provisions for risks and charges (0.1) 0.5

Profit (loss) before tax from continuing operations
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Securities Services BU - Main KPls and Economic Results

The Securities Services BU is the business unit that deals with custodian banking for investment funds and related
services such as global custody, fund accounting and transfer agents for national managers and banks and for
various investment funds such as pension funds, mutual funds and alternative funds: the activity is concentrated
on the domestic market.

During 2021, the BU witnessed good commercial performance, despite the cancellations received from several
customers, the most important of which in terms of magnitude was Arca, with effects starting from the end of
2022 / start of 2023. This was possible thanks to the launch of strategic initiatives aimed at i) further expansion
and improvement of the commercial experience (through services such as the processing of settlements
relating to certificates on the Hi-MTF market; securities lending for medium to small-sized Pension Funds;
and the performance of the role of General Adherent in Cassa di Compensazione e Garanzia for wholesale
bond markets), ii) an expansion of the customer base (through the offer of custodian bank services to Pension
Funds, Religious Bodies and Banking Foundations and by proposing the services of Paying Agent, Account
and Custodian Bank also to Corporate customers) and iii) seizing the opportunities deriving from regulatory
interventions (such as T2-T2S Consolidation, ECMs, CSDR, SHRD Il, Spanish FTT). The market saw growth in
managed savings in Italy, achieved partly as a result of the upsurge of the markets and partly thanks to the
increase in netinflows. The start of the vaccination campaign and the gradual reopening of businesses increased
the propensity of households to risk, and this more favorable context with respect to 2020 combined with the
effectiveness of the initiatives previously described drove results in 2021.

The main indicators of the Securities Services BU compared to last year showed positive trends.

The Custodian Bank's Assets under Deposit (AuD) amounted to €83.6 billion, up from €75.7 billion at the end
of 2020, thanks to a better market situation than in 2020 and the positive effects of initiatives related to the
development of new business opportunities, in particular in the Alternative Investment Funds segment.

The value of the Assets under Management (AuM) of the Fund Accounting and the number of Transfer Agent
clients (respectively growing and steady) benefited from the positive performance of the custodian bank.

Assets under Custody (AuC) of Global Custody amounted to €172.6 billion, with growth of 19%, and the number
of settlements made was influenced by market performance and, in the case of AuCs, by higher custody
receivables (partly due to a combination operation involving a client bank).

Despite what was described previously with respect to market trends, the balance of customer deposits
decreased compared to 2020, thanks to ALM and repricing activities on liquidity deposited by customers carried
outin order to decrease excess liquidity. This also coincided with the updating of investment policies of some of
the bank's client funds, which allowed them to use the liquidity that until May was deposited in current accounts
with BFF Bank differently, and allowed them to close the year eliminating, since the end of the first half, the
costs associated with the excess liquidity deposited with the ECB.

Finally, Cost/Income showed a positive trend thanks to the good performance of revenues, driven by the increase
in service fees to €46.1 million and the stable cost base.
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FY'20 pf FY'21 pf
Custodian Bank (AuD, €m) 75,659 83,573
Fund Accounting (AuM, €m) 47,892 53,522
Transfer Agent (no. customers, #k) 2,147 2,175
Global Custody (AuC, €m) 144,592 172,625
Settlements (no. transactions, #k) 2,318 2,711
Deposits - Final Balance (€m) 7,614 6,092
Employees 177 180
Cost/Income 55% 50%

The main Income Statement items therefore show that the commercial initiatives implemented, the strict
cost controls and ALM and customer deposit repricing activities, together with the updating of the investment
policies of some funds, have positively influenced the result of the BU.

The interest margin amounted to €10.8 million (v €11.4 million in 2020) and was negatively affected by higher
deposits in the first half of the year and the cost of liquidity with the ECB.

The level of Net Commissions was higher than the last year due to the effect of greater AuD, AuM, AuC, number
of customers and number of transactions.

The amount of Direct Costs remained stable despite the higher AuM and higher revenues, as evidenced by the
trend of Cost/Income and evidence of the efficient monitoring of costs in place.

(Values in € million)

FY'20 pf FY'21 pf
Interest Margin 11.4 10.8
Net fees and commissions 42.1 46.1
Intermediation Margin 53.6 56.9
Other operating income and expenses 0.7 0.9
Total net revenues 54.2 57.8
Costs and Net write-downs/write-backs on tangible/intangible assets (30.0) (28.8)
Net provisions for risks and charges (0.6) -
Profit (loss) before tax from continuing operations 23.6 29.0

Income before tax from continuing operations therefore amounted to €29.0 million, up €5.4 million compared
to last year thanks mainly to the increase in commissions from services following the increase in operations.
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Payments BU - Main KPIs and Economic Results

The Payments BU is the business unit that deals with payment processing, corporate payments and cheques and
bills and has as customers medium-small Italian banks, medium-large companies and boasts a partnership with
Nexi. The business is concentrated in the domestic market.

In 2021, the BU witnessed good commercial performance in addition to the contrasting effects of the COVID-19
pandemic: positive effects on the area of corporate transfers and payments and negative effects on cheques
and bills (area in structural decline and in any case with market trends) and settlements (up but still lower than
2019 as a result of the prolongation of the effects of COVID-19 on this type of operation and competition from
the “contactless” segment and other credit card issuers).

The market is showing the effects of the evolution and digitalization of the Payment System and the aggregation
of banks, not to mention potential increased competitiveness in the Payments sector, also led by the ECB and
the European Commission, along with the entry of many new operators into the payments market, such as
Payment Institutions, IMELs, TPPs and Fintech operators. Precisely these last two phenomena have meant that
during 2021 with the full implementation of PSD2 BFF saw a growing demand for payment intermediation
services.

The main indicators of the Payments BU, in terms of the number of transactions executed compared to last year,
showed trends mainly related to the effects of the COVID emergency on the economy.

The number of collection and transfer processing transactions grew by 11%, reaching 312 million, also thanks
to the positive performance of SEPA transactions.

Card settlement was still influenced by the economic restrictions related to the COVID-19 pandemic.

Transactions related to Cheques and Bills decreased in line with market trends and with the aggravating effects
of the COVID-19 pandemic.

Corporate Payments saw 8% growth due to the positive performance of INPS pension payments.
The balance of deposits amounted to €2,408 million, up compared to 2020, amounting to €2,136 million. Finally,

Cost/Income showed a positive trend thanks to the good performance of revenues, driven by the increase in
service fees to €43.8 million.
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FY'20 pf FY'21 pf
Intermediations (no. transactions #'m) 282 312
Settlements (no. transactions #'m) 188 191
Cheques and Bills (no. transactions #'m) 36 26
Corporate payments (no. transactions #'m) 56 61
Deposits - Final Balance (€m) 2,136 2,408
Employees 49 49
Cost/Income 60% 50%

The main Income Statement items therefore show that, despite the negative effects that the COVID-19
pandemic has had on certain services, the market trends together with the commercial initiatives and the strict
cost controls implemented have positively influenced the result of the BU.

The interest margin amounted to €7.2 million in 2021 (v €2.2 million in 2020), and was influenced by the new
transfer pricing mechanism applied to liquidity.

The level of Net Commissions was higher than last year by €3.5 million (+9% v 2020) as a result of the increase
in intermediation transactions and the overperformance of National Guarantee Fund fees.

The amount of Direct Costs recorded an increase (+6% v 2020) due to higher operations, but Cost/Income
decreased as evidence of the efficient monitoring of current costs.

(Values in € million)

€ FY'20 pf FY'21 pf
Interest Margin 2.2 7.2
Net fees and commissions 40.3 43.8
Intermediation Margin 42.5 51.0
Other operating income and expenses 7.5 111
Total net revenues 50.0 62.1
Costs and Net write-downs/write-backs on tangible/intangible assets (30.2) (30.9)
Net provisions for risks and charges (0.1) -
Profit (loss) before tax from continuing operations 19.8 31.1

Income before tax from continuing operations therefore amounted to €31.1 million, up €11.3 million compared
to last year thanks mainly to the increase in commissions from services following the increase in operations and
the different transfer pricing mechanism applied to liquidity between the BUs.
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Corporate Center BU - Main KPls and Economic Results

The Corporate Center BU manages the group treasury and the reallocation of funding between the various
BUs and any other forms of use. It incorporates all the staff and control functions as well as the Technology
& Processes Improvement and Finance and Administration departments to support the business. Its results
include everything not directly attributable to the other BUs. It is the area the Group has focused on to achieve
the Funding and Cost synergies underlying the integration plan with DEPObank, and therefore it is the BU, along
with its internal structures, that a large part of the Group's strategic initiatives not strictly related to business
developments are concentrated on (e.g. the recent Assets & Liability management activities described above).

The Income Statement of the BU suffered COVID-19's effects on the reduction in interest rates — which greatly
limited the core businesses’ possible alternative forms of use — as well as the negative impact deriving from
lower revenues from the ex-DEPObank securities portfolio following the fair value measurement performed at
the closing date, as explained above.

The interest margin declined by €23.7 million compared to the previous year, and was influenced by the decrease
in revenues deriving from amortized cost trends on the former-DEPO securities portfolio cited previously, for
around €27 million, and the cost of liquidity with the ECB recognized in the first half of the year, on which action
was taken in the second quarter of 2021 to bring liquidity levels back within the tiering through the Liability
Management initiative, described previously.

In particular, at the time of closing, these securities generated a positive effect — gross of fair value measurement
taxes following the application of IFRS 3 — equal to €53 million, which was reabsorbed in part during 2021 and
for the remainder in the coming years until the expiry of the related portfolio. The negative impact for 2021 due
to the aforementioned phenomenon amounted, as already noted, to €27 million. Considering the profile of the
forward curves applicable to Italian government securities with a multi-year maturity — largely positive over the
next three years for maturities between three and ten years* — the Group aimed to improve returns through
new purchases of government securities issued by the Italian Republic, operating through an investment policy
aimed at restoring the size of the portfolio and its duration to pre-closing levels, when they were respectively
greater than €6 billion and in the order of approximately three years on average.

Other operating income and expenses benefited from the revenues associated with the release of several costs
recognized in the past.

Costs showed a reduction compared to 2020, reflecting the careful control of costs, the prerogative of all Group
BUs, and the effects of the initiatives taken to achieve the cost synergies envisaged in the plan in order to
increase the operational efficiency of the BU.

Finally, itisrecalled thatinterms of funding synergies, the BU and the Groupin general have already implemented
all the actions that took effect from July 1, 2021 and that allow exceeding the minimum level of the range
envisaged on a run-rate basis for 2023. On the cost side, useful initiatives have already been implemented to
generate €20.0 million of savings on a run-rate basis starting from January 1, 2022, equal to 100% of the cost
synergies identified in the plan.

(*) Source: Bloomberg.
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(Values in € million)

FY'20 pf FY'21 pf
Interest Margin 54.4 30.7
Net fees and commissions 1.2 0.9)
Other revenues 6.5 9.7
Intermediation Margin 62.1 39.6
Other operating income and expenses 4.0 11.0
Costs and Net write-downs/write-backs on tangible/intangible assets (89.4) (79.4)
Net value adjustments/write-backs for credit risk 1.8 3.0
Net provisions for risks and charges (0.0 0.7
Profit (loss) before tax from continuing operations (21.5) (25.0)
Employees 299 267

The loss of current operations before taxes, therefore, amounted to -€25.0 million, down €3.5 million compared
to the same period last year due mainly to the mark-to-market of the securities and the cost of excess liquidity
generated in the first half of the year and fully eliminated in the second half thanks to the actions undertaken.
If even only the negative effect deriving from the securities portfolio of the former DEPObank were to be
removed, linked to the valuation at fair value at closing and amounting to -€27.3 million, the result of the BU
would be €23.8 million higher than in 2020.

Credit quality

In terms of credit quality, the high standing of the portfolio of loans to customers is confirmed once again
thanks both to the type of customers served by the three business units and the rigorous origination process
and monitoring of credit.

Compared to 2020, there was a decline in total net impaired receivables, equal to €84.6 million compared to
€104.3 million at December 31, 2020.

At December 31, 2021 non-performing loans amounted to €65.9 million, up slightly compared to the previous
year.

Of this amount, €64.5 million relates to receivables concerning “Local authorities in financial distress”.
Municipalities in financial distress are classified as non-performing loans, in compliance with the Supervisory
Authority’s regulations, although BFF Bank is entitled to receive 100% of principal and late payment interest at
the end of the insolvency procedure. It should be noted that €0.3 million relates to the exposure to San Raffaele
Hospital, for which the Bank awaits full recovery of the amount.

At December 31, 2021 the NPL ratio net of municipalities in distress was 0.1%, essentially in line with December
31, 2020.

Net past due exposures amounted to €17.8 million at December 31, 2021, down significantly compared to €39.6

million at December 31, 2020. A good deal of this amount relates to public administration entities (mostly local
authorities) and other public sector companies.
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The coverage ratio for bad debts, excluding municipalities in distress, was 69% at December 31, 2021, down
slightly compared to December 31, 2020, when it was 70%.

(Values in € million)

FY'20 FY'21
Non-performing loans 64.8 65.9
Unlikely-to-pay positions 0.0 0.9
Net past-due exposures 39.6 17.8
Net impaired loans 104.3 84.6
Net impaired loans net of municipalities in distress 40.3 20.1

EVOLUTION OF NON-PERFORMING LOANS (€m)

B Municipalities in distress Other

NPL Ratio net of

0, 0,
municipalities in distress 0.0% 0.1%
(Coverage Rationet = a - 69%
of municipalities in distress
NPL Ratio 1.8% 1.9%
64.8 65.9
64.0 64.5
0.8 1.5
FY 20 FY'21
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Ratings

Following (i) the completion of the acquisition of DEPObank on March 1, 2021, (ii) the consequent effectiveness
of the merger by incorporation of DEPObank into BFF on March 5, 2021, as well as (iii) the approval of the
"2021-2023 BFF Banking Group Financial Plan", presented to the market on March 15, 2021, the Moody's rating
agency took the following rating actions on BFF on April 21, 2021:

) itincreased the Long-Term Bank Deposit rating to “Baa2” from “Baa3"” with a Stable outlook (from Positive),
the second-highest rating class among all Italian banks rated by Moody's at that date;

p itincreased BFF's Baseline Credit Assessment ("BCA") from "Ba3" to "Ba2", the second-highest rating among
the less significant Italian banks (Less Significant Institutions - LSI) assessed by Moody's on that date, to
reflect the agency's opinion that, following the acquisition of DEPObank, BFF will continue to generate high
returns while maintaining low-risk assets. Moody's recognizes that the acquisition of DEPObank results in a
benefit to BFF's funding and liquidity profile, as the Bank has obtained access to a broad deposit base and a
high amount of liquid assets;

p it decreased the Long-term Issuer rating to "Ba2" from "Bal", with a Stable outlook (from Developing), due
to the lower proportion of senior debt at a consolidated level compared to the total of banking activities, a
direct consequence of the greater size of the balance sheet following the merger of DEPObank;

p it changed the long-term rating outlook to Stable, to reflect the agency's view that BFF will maintain high
asset quality, good profit generation and a strong funding profile over the next 12-18 months. Moody's
also believes that compared to other Italian commercial banks BFF is less exposed to the recessionary risks
deriving from the pandemic caused by the Coronavirus thanks to its business model.

In summary, Moody’s ratings of BFF in April 2021, later confirmed during the Periodic Review on December 13,
2021, are as follows:

) Long-term Issuer rating: “Ba2”, outlook Stable;

p Long-term Bank Deposit rating: “Baa2”, outlook Stable;
p Short-term Bank Deposit rating: “P-2";

» BCA:"Ba2".

For further information refer to the press release and the Moody's Credit Opinion published on the Agency's
website and the [nvestors > Debt > Ratings section of the BFF Group website.

Lastly note that on March 10, 2021 Standard & Poor’s Global Ratings declared that it had withdrawn its "BB-/
Watch Pos/B Issuer Credit Rating" on DEPObank following the above-mentioned merger with the BFF Group. At
the time of withdrawal the ratings on DEPObank were listed on Credit Watch with positive opinions.
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Repayment of the €150 million senior unsecured and
preferred bond issued in June, and Cash Buyback
operation in June 2021

On June 21, 2021 the €150 million Bond (ISIN XS1435298275) issued in June 2016 was redeemed at maturity.

On June 25, 2021 a Liability management (Cash Buyback) transaction was completed for the senior preferred
unsecured bonds maturing in June 2022 and May 2023. The transaction, which entailed one-off costs for a total
of €13.4 million and will generate a benefit in terms of savings on future coupons and optimization of liquidity,
involved the early repayment of a nominal €154,701,000 for the senior preferred unsecured bond, maturing in
June 2022, and a nominal €261,031,000 for the senior preferred unsecured bond maturing in May 2023.

In light of the above, the situation of bond issues as of December 31, 2021 is as follows:

ISIN code Issue date Maturity Bond type Nominal value Coupon
(€ min)

Unrated and listed bonds

XS1572408380 2-Mar-2017 2-Mar-2027 10Y  Tier2® 100.0 5,875%
XS1639097747 29-Jun-2017 29-Jun-2022 5Y  Senior Preferred Unsecured 42.8 2,000%

Rated and listed bonds

XS52068241400 23-Oct-2019 23-May-2023  3,6Y  Senior Preferred Unsecured 39.0 1,750%
(2)

TOTAL AMOUNT OF OUTSTANDING BONDS as of June 30, 2021 181.8

(1) Option call exercise date set for March 22, 2022.
(2) Rating assigned by Moody's: “Bal”.

Please recall that BFF Bank sent the Bank of Italy a request for authorization to exercise the Tier Il call option,
planned for March 2022, and obtained such authorization on February 11, 2022.

Furthermore, inthe course of December 2021, the Bank approved a repurchase program concerning outstanding
bonds: the repurchase transactions may regard the entire amount of Bonds outstanding and will be carried out
by means of a direct offset in the market until June 30, 2022. The maximum price at which the purchases will
take place will change based on daily changes in the security price. The securities repurchased will be cancelled
out: when the nominal amount of the 2022 Bonds outstanding following the repurchases and cancellations is
equal to €30 million or lower, the Bank may exercise the option of early redemption at par set forth in clause 6(c)
(Clean-Up Call Option) of the 2022 Bond regulation.
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Treasury shares

At December 31, 2020, the Bank owned 675,768 treasury shares, accounting for 0.396% of share capital at that
date.

At December 31, 2021, the Bank owned 974,461 treasury shares, accounting for 0.526% of the share capital, of
which 750,000 purchased as part of the treasury share buy-back program disclosed to the market on September
28, 2021 and concluded on October 22, 2021, and allocated 430,547 of them, of which 35,500 for a portion of
the CEO's 2020 MBO bonus, 380,759 following the exercise of options under the "2016 Stock Option Plan” and
14,288 for non-competition agreements and exit incentives. The Bank did not sell any treasury shares.

For further information, please refer to the relevant section in the Notes to the Financial Statements.

Shareholders’ Meeting Resolutions

On January 28, 2021, the Ordinary and Extraordinary Shareholders’ Meeting of the Bank resolved to, among
other things:

D pursuant to article 2502 of the Italian Civil Code, approve the merger plan in its entirety (including its
annexes), and consequently to proceed — under the terms and conditions set forth therein — to the merger
by incorporation of DEPObank — Banca Depositaria Italiana S.p.A. into Banca Farmafactoring S.p.A. in the
manner set out in the plan, and therefore, among other things, through an increase in the share capital of BFF
for €10,813,652 (ten million eight hundred thirteen thousand six hundred fifty-two) through the issuance of
14,043,704 (fourteen million forty-three thousand seven hundred four) ordinary shares, without an express
nominal value, for the purposes of the Merger, and therefore to be allocated on the basis of the relevant
Exchange Ratio;

) approve the proposed amendments to the By-laws relating to the change of the corporate name to “BFF
Bank S.p.A.” and the change of the name of the related banking group to “BFF Banking Group” (articles 1 and
4 of the By-laws), with effect from the effective date of the merger.

For the sake of completeness of information, note that at the shareholders' meeting the Chair — following the
Board resolution of December 22, 2020 — convened the shareholders' meeting for January 28, 2021 to resolve in
ordinary session on the allocation of the profit forthe 2019 financial year, pending the outcome of the discussions
initiated with the Bank of Italy, aimed at clarifying some aspects of the Bl Recommendation of December 16,
2020, on that occasion conferring on the Chair and the CEO, separately from each other, the powers to revoke
the proposed resolution if this was necessary to comply with different instructions from the Regulator.

Subsequently, in order to ensure the adoption of a healthy and prudent approach, and inspired by principles of
compliance with supervisory standards — also in light of the approaches that, according to the Bank, the less
significant Italian credit institutions had taken — the Bank's Board of Directors therefore resolved to confer a
mandate on the Chair not to vote on the proposed resolution on the distribution of 2019 profits, confirming the
commitment to distribute the 2019 Total Dividends as soon as possible, in compliance with the instructions of
the Regulator.

On March 25, 2021, the Ordinary Shareholders’ Meeting of the Bank resolved:

p to allocate the profit of the Bank at December 31, 2020, equal to €143,281,246, for (i) €3,231,388 to
Shareholders, in compliance with the limitations indicated by the Bank of Italy, equal to €0.017495 for each of
the 184,694,346 BFF ordinary shares outstanding at the third ex date, March 29, 2021. This dividend includes
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the portion attributable to the treasury shares that may be held by the company at the "record date"; and
(i) €140,049,858 to reserve the retained earnings of BFF S.p.A. without prejudice to the commitment of
the Bank's Board of Directors to convene as soon as possible — in compliance with the recommendations of
the Regulator issued following the economic emergency related to the Covid-19 pandemic, and therefore
predictably after September 30, 2021 — an ordinary shareholders' meeting to resolve on the distribution of
the remaining 2019-2020 Total Dividends of €165,275,418;

to appoint nine directors in compliance with the gender balance guidance of current laws and regulations,
who will remain in office for the period 2021-2023. The Ordinary Shareholders' Meeting confirmed Salvatore
Messina as Chairman of the Board of Directors;

with regard to the composition of the Board of Statutory Auditors, to appoint the new members of the Board
of Statutory Auditors and their Chair, who will remain in office for the period 2021-2023;

to revoke the previous authorization to purchase and dispose of treasury shares granted by the Shareholders'
Meeting of April 2, 2020 for the part not executed by the date of March 25, 2021, and therefore without
prejudice to the transactions carried out in the meantime, and to authorize the Board of Directors — pursuant
to and for the purposes of Art. 2357 of the Italian Civil Code - to purchase a maximum of 8,561,523 ordinary
shares of BFF, taking into account the shares already in stock, for the purposes indicated under "Purchase of
treasury shares”;

to approve only the policies for determining compensation in the event of early termination of office or
termination of the employment relationship, including the limits to such compensation, thus remaining in
force the Remuneration Policy approved by the Shareholders' Meeting held on April 2, 2020.

Conversely, the Shareholders' Meeting did not approve: the first section of the Annual Report on remuneration
policy and on remuneration paid, pursuant to art. 123-ter, paragraph 3-bis of Italian Legislative Decree no.
58/1998 and subsequent amendments and additions ("TUF"), and the second section of the Annual Report on
remuneration policy and on remuneration paid, pursuant to art. 123-ter, paragraph 6 of the TUF. Therefore,
following the shareholders' resolutions on remuneration the Bank will continue to apply the Remuneration
Policy approved by the Shareholders' Meeting on April 2, 2020.

Most recently, on October 7, 2021, the Ordinary and Extraordinary Shareholders’ Meeting of the Bank resolved
to, among other things:

4

set aside €165,275,418 for the distribution of dividends in favor of Shareholders. The corresponding amount
per share, gross of legal withholdings and inclusive of the portion attributable to treasury shares held by the
Company at the record date, was quantified as €0.8946 at the end of the day of the shareholders’ meeting;

pay such dividend as of October 13, 2021 (payment date) and, following the Supervisory Authority’s
authorization, resolved to:

approve the proposal by the Board of Directors to modify articles 9, 11, 14, 15, 16, 18, 19, 21 and 22 of the
By-laws, as presented in the Illustrative report;

grant to the Board of Directors, and on its behalf to the Chairman and the Chief Executive Officer, including
separately, withinlegal limits, all of the most extensive powers to do what is necessary for the implementation
and full execution of this resolution [...].
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PARTIAL EXECUTION OF THE SHARE CAPITAL INCREASEWITHOUT
CONSIDERATION APPROVED BY THE EXTRAORDINARY SHAREHOLDERS'
MEETING OF APRIL 2, 2020

Following the resolution of the Extraordinary Shareholders' Meeting of April 2, 2020 — to increase the share
capital of the Bank without consideration, in a divisible manner and in several tranches, pursuant to Art. 2349
of the Italian Civil Code, for a total amount not exceeding €5,254,563.16, through the issue of up to 6,824,108
ordinary shares for the purposes connected with the Group's remuneration and incentive policies, including
the "2020 Banca Farmafactoring Banking Group Stock Option Plan” (the "2020 Capital Increase”) — the 2020
Capital Increase was partially executed through the issue of new ordinary shares without nominal value with
regular dividend rights, having the same characteristics as those already in circulation at the time of allocation,
as regards:

D 47,925 shares, in the period between May 27, 2020 and August 25, 2020, and
D 618,344 shares, in the period between April 7, 2021 and December 21, 2021.

Share capital

In 2021 the share capital increased from €131,400,994.34 (at December 31, 2020) to €142,691,300.98 (at the
date of approval of this document) first following the effectiveness of the Merger by incorporation of DEPObank
— Banca Depositaria Italiana — into Banca Farmafactoring S.p.A. (now BFF Bank S.p.A.) (the “Merger”) - which
was part of a more complex operation involving among other things the issuance of 14,043,704 ordinary shares
without a nominal value for a capital increase of €10,813,652 at the service of the Merger and, subsequently
as a result of the partial execution which took place in the period between April 7, 2021 and December 21,
2021 - of the delegated free capital increase for an amount equal to €476,124.88 through the issuance of new
BFF ordinary shares, assigned to BFF Group personnel for needs related to remuneration and incentive policies
(2020 Management by Objectives and 2016 Stock Option Plan).

At December 31, 2021 the option rights relating to the outstanding stock option plans were equal to 11,149,684
options awarded: if the price of the shares doubles (for example up to €15), the dilution would be 2.18%.

Specifically, at December 31, 2021, with regard to the 2016 stock option plan (according to which a total of
8,358,640 option rights had been assigned), the number of options assigned and not exercised amounted to
2,534,684 (6,830,198 at December 31, 2020). The vesting period has matured for 1,581,684 of these (3,626,068
at December 31, 2020).

With regard to the 2020 stock option plan, 8,615,000 options were assigned as of December 31, 2021 (compared
to 6,620,000 options assigned as of December 31, 2020), none of which is yet exercisable.
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Changes in the Organizational Structure

With regard to actions aimed at continuously improving the Bank's governance and organizational efficiency,
also with respect its Branches and its Subsidiaries and in view of the merger with DEPObank, initiatives have
been taken to align the working methods and processes of the Subsidiaries with those of the Bank and to
harmonize the organizational structure.

There are three objectives established with the new organizational structure:
(i) refocusing traditional business activities
(ii) taking advantage of commercial development opportunities

(iii) further aligning approaches to credit management in the various markets.

As of December 31, 2021 the Bank is organized along 3 business lines: Factoring & Lending (in the Factoring
& Lending Department), Securities Services and Payments (now within the Transaction Services Department),
supported by the Corporate Center. Factoring & Lending consists of 150 people, Securities Services of 180
people, Payments of 49 people and Corporate Center of 267 people, for a grand total of 646 people employed
by BFF Bank.

In the course of 2021, both the three lines of business and several Corporate Center structures were involved in
the changes set forth below.

The Factoring Department was merged with the International Markets Department in order to create a single
Factoring & Lending Department for the management of the (i) Factoring, (ii) Credit Management and (iii)
Financing & Lending business lines. Specifically, within this department:

) a specific organizational unit was created for the management of marketing activities;

p all credit management and recovery activities at Group level were concentrated within the Group Credit
Management O.U., whose credit management and recovery activities were reorganized in the underlying
organizational structures.

Custodian bank, securities services and payments operating activities were regrouped into a new Department
named Transaction Services, broken down into the following organizational structures:

p Business Support O.U.

p Business Development O.U.
p Depositary Bank O.U.

D Security Services O.U.

p Payments O.U.

The Group General Counsel & Business Legal Affairs function concentrated legal activities other than the
Factoring & Lending Department’s collection dispute management within a single function, to further reduce
the fragmentation of legal and contractual responsibilities and better oversee all legal issues.

The Operations Department was renamed Technology & Processes Improvement, with a greater focus on

ICT and process issues, with several changes taking place in the second part of the year in the underlying
organizational structures, with the objectives of (i) focusing ICT as a business partner for internal customers
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in a moment of large transformation projects in our IT systems, (ii) supporting the future evolution of the BFF
Group with adequate governance, security and project oversight and (iii) consolidating the integration of ICT
structures post-merger.

Furthermore, the Deposit Account Organizational Unit was moved within the Finance & Treasury O.U.

Within the Finance & Administration Department:

p intheFinance & Treasury O.U., (i) a new Area was created to handle Middle Office activities and (ii) the Deposit
Account Organizational Unit was moved into it, therefore centralizing all Group funding management;

p anO.U.was also created named Administration Processes Improvement & Financial Reporting Officer for the
management of administrative process improvement activities, and those relating to the role of the Financial
Reporting Officer for drafting the Group’s accounting and corporate documents.

The Integration Function was removed from the organizational chart due to the merger of Banca Farmafactoring
and DEPObank into a single entity: BFF Bank.

Inspection of the Bank of Italy

Please note that, in the period between March 8 and June 24, 2021 the Bank of Italy performed an inspection
at BFF, pursuant to Articles 54 and 68 of Italian Legislative Decree no. 385/83, as subsequently amended (the
"TUB").

The Supervisory Authority submitted the results of the above-mentioned assessments to the Bank’s Board of
Directors on November 4, 2021.

On December 28 2021, the Bank submitted its considerations relating to the findings provided to the Banking

Supervision 2 (SB2) and Supervisory Inspectorate (VIS) Services, notifying them of the measures taken and
those that it intends to take.
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Deposit Guarantee Scheme

The EU Directive 2014/49 (Deposit Guarantee Schemes Directive - DGS) introduced in 2015 a new mixed funding
mechanism, based on ordinary (ex-ante) and extraordinary (ex-post) contributions on the basis of the amount of
the covered deposits and the degree of risk incurred by the respective member bank.

More specifically, Article 10 of such directive, transposed into Article 24, paragraph 1 of the Interbank Deposit
Protection Fund (Fondo Interbancario di Tutela dei Depositi, FITD)'s by-laws, establishes the setting up of a
mandatory contribution mechanism ensuring that, by July 3, 2024, available financial resources shall be set
aside up to the target level of 0.8% of total covered deposits.

Paragraph 5 of the aforementioned article states that member banks must annually pay ordinary contributions
(so-called Mandatory Scheme) commensurate with the amount of covered deposits outstanding at September
30 each year out of the total in the banking system, also taking into account risk adjustments resulting from
the application of the new model of performance indicators with the methods described in the “Regulations for
Reports and Risk-based Contributions by Member Banks to FITD” available on the FITD website.

The ordinary contribution for 2021 communicated by FITD on December17,2021 amounted to €1,451 thousand,
while for the year 2020 it was €1,856 thousand for BFF and €399 thousand for the merged former DEPObank;
for 2019, BFF paid an ordinary contribution of €913 thousand and the former DEPObank a contribution of €633
thousand.

As concerns extraordinary contributions, Article 23 of FITD by-laws provides that “whenever the available
financial resources are insufficient to repay depositors, the member banks shall pay extraordinary contributions
not exceeding 0.5% of the covered deposits per calendar year. In exceptional circumstances, and with the
consent of the Bank of Italy, the FITD may require higher contributions”.

On November 26, 2015, the meeting of FITD members also approved a Voluntary Scheme in addition to the
Mandatory Scheme, to implement measures to support member banks at the point or at the risk of becoming
insolvent. BFF has decided to participate in the scheme. It then withdrew on September 17, 2017. For this
reason, starting from such date the Bank will no longer be forced to make additional payments to the aforesaid
Voluntary Scheme.
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Resolution Fund

Regulation (EU) 806/2014 governing the Single Resolution Mechanism, which came into force on January 1,
2016, has established the European Single Resolution Fund (SRF), managed by the new European resolution
authority, the Single Resolution Board. Starting from that date, the National Resolution Funds (NRF) set up by
Directive (EU) 2014/59 (Bank Recovery and Resolution Directive - BRRD) and implemented in 2015, became
part of the new European Resolution Fund.

The Regulation establishes a financial arrangement according to which, over a period of eight years, that is, by
December 31, 2023, the member states shall provide the SRF with financial means reaching at least 1% of the
amount of covered deposits of all the authorized entities within the respective territory.

In order to achieve this objective, therefore, the contributions must be collected, at least annually, from the
authorized entities within the respective territory.

The ordinary annual contribution requested of BFF Bank for the year 2021 and with a note of April 29, 2021 was
€8,688 thousand (€2,963 thousand for BFF and €5,725 thousand for the incorporated DEPObank), paid in May
2021.

The contribution requested in 2020 was €2,296 thousand for BFF and €7,035 thousand for the incorporated
DEPObank, paid in May 2020, while the amounts requested in 2019 were €1,734 thousand for BFF and €3,884
thousand for DEPObank.

According to Italian Law 208/2015 (so-called 2016 Stability Law), if the financial resources of the National
Resolution Fund (NRF) are insufficient to sustain the recovery and restructuring actions carried out over time,
the banks must make additional contributions to such NRF, with the amount to be determined by the Bank of
Italy.

InJune 2021, the Bank of Italy requested the banking system to provide an additional extraordinary contribution
of €350 million for 2019, taking into account the upcoming financial needs of the Fund.

The amount charged to BFF, paid in July 2021, amounts to €965 thousand, while the merged former DEPObank
paid €1,865 thousand. In 2020 the extraordinary contribution for 2018 totalled €726 thousand for BFF and
€2,222 thousand for the former DEPObank, while in 2019 the extraordinary contribution for 2017 totalled €635
thousand for BFF and €1,423 thousand for the former DEPObank.

On December 28, 2016, the Bank of Italy, within the framework of the resolution scheme for the crises of Banca
delle Marche, Banca Popolare dell’Etruria e del Lazio, Cassa di Risparmio della Provincia di Chieti, and Cassa di
Risparmio di Ferrara, requested an extraordinary contribution equal to twice the amount of the ordinary annual
contribution established for 2016. For BFF this amounted to €2,179 thousand, while the same share for the
former DEPObank amounted to €4,328 thousand.

On July 16, 2021 the Bank of Italy, as Resolution Authority, adopted the 2020 resolution plan for BFF Banking
Group, identifying resolution as a crisis management strategy for the BFF Bank group.

Financial Statements 2021

81



82

Financial statements for the year Certification by the Report of the Board of Report of the
ending December 31, 2021 Financial Reporting Statutory Auditors Independent Auditors
Officer

Internal Control System

To guarantee sound and prudent management, BFF combines business profitability with a knowledgeable
assumption of risks and with operational conduct inspired by criteria of fairness.

Therefore, in line with legal and supervisory regulations and consistent with the instructions of the Corporate
Governance Code for listed companies, BFF has set up an internal control system suitable to identify, measure
and continuously verify the risks typical of its corporate activities.

The CEO is the Director responsible for the Bank’s Internal Control system, as envisaged by the Corporate
Governance Code.

The organizational framework of the Bank's internal control system, based on the following three control levels,
and the main activities carried out in 2021, are described below.

First-level controls

First-level controls (line controls) aim to ensure that transactions are carried out correctly, and are performed
by the same operating structures that execute the transactions, also with the support of IT procedures and
constant monitoring by the heads of such operating structures.

Second-level controls

Second-level controls aim to ensure the correct implementation of the risk management process and
compliance with the regulatory framework, including the risk of money laundering and terrorist financing. The
functions responsible for such controls are distinct from business functions and contribute to the definition of
risk governance policies and the risk management process:

D Risk Management: this function ensures the consistency of the risk measurement and control systems
with the processes and methodologies of company activities by coordinating with the relevant company
structures; oversees the realization of the internal process for determining adequacy of capital and liquidity
risk governance and management systems (“ICAAP/ILAAP”); monitors the controls over the management
of risks, in order to define methods to measure those risks; assists corporate bodies in designing the Risk
Appetite Framework (RAF); verifies that the limits assigned to the various operating functions are being
observed; and checks that the operations of the individual areas are consistent with the assigned risk and
return objectives.

Amongst the main activities carried out by the Risk Management Function during 2021, please note: the
review of the capital adequacy process, the liquidity risk management systems (ICAAP/ILAAP) and the
amendment of the Contingency Funding Plan ("CFP”), as well as the Recovery Plan, from a combined entity
perspective following the acquisition of DEPObank S.p.A.; the launch of projects regarding ESG matters and
on loan origination and monitoring (EBA/GL/2020/06); support for activities aimed at migrating the core
banking IT system in Transaction Services.

p Financial Reporting Officer: under the provisions and terms of the law, Staff reporting to the Financial
Reporting Officer evaluate the effectiveness of the oversight being provided by the Internal Control System
in regards to Financial Reporting Risk. In particular, it performs assessments and monitoring at a Group level,
evaluating the adequacy of the coverage of the potential risk by performing adequacy and effectiveness tests
on key controls on an ongoing basis, identifying possible points of improvement in the Internal Control System
in the accounting area. In this context, the Financial Reporting Officer and the Chief Executive Officer of the
Parent Company together certify the following aspects through specific reports attached to the annual and
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consolidated financial statements, and interim reporting: the suitability of the accounting procedures used
in preparing the annual, consolidated and interim financial statements; compliance of documentation with
applicable international accounting standards endorsed by the European Union; whether accounting books
and records are suitable for providing a true and fair view of the financial position, financial performance and
cash flows of the Group on a consolidated level and of the individual subsidiaries included under the scope
of the consolidation; and the reliability of content, in relation to specific aspects, of the Director’s report on
operations and interim reporting.

p Compliance and Anti-Money Laundering (AML): this function supervises, according to a risk-based approach,
the management of the risk of non-compliance with regulations, with regard to all the activities falling within
the regulatory framework for the Bank and the Group - also through its reference persons/local functions
at its subsidiaries and/or branches - continuously verifying whether internal processes and procedures are
adequate in preventing such risk and identifying the relevant risks to which the Bank and the subsidiaries
are exposed; the function also has the duty of preventing and combatting money laundering and terrorist
financing transactions, moreover identifying on an ongoing basis the regulations applicable in that area.

The Function is broken down into three areas: Factoring & Lending Compliance, Transaction Services & ICT
Compliance and AML.

For 2021, note first of all that the pandemic did not hinder the reqular performance of the activities carried
out according to defined planning: in cases where needs for improvement were identified the Bank and
Group organizational units undertook action plans whose implementation is constantly monitored.

In relation to the acquisition and subsequent merger by incorporation of DEPObank into BFF, the Function
harmonized the Compliance and AML Policy and the relative Organizational Model and updated the self-
assessment of money laundering risk of the BFF Group to include the risks deriving from the business lines in
which DEPObank operated: the overall assessment of the residual risk of the BFF Group is “low".

Atthe end of May the Bank also participated in the AML College, established for BFF Bank as a European credit
institution operating internationally, which has established offices or branches in at least two different States
belonging to the European Union other than Italy (State where the Bank has its head office). This initiative
was promoted in compliance with the Guidelines issued on December 16, 2019 by the three European
Supervisory Authorities (EBA, ESMA and EIOPA) relating to cooperation and the exchange of information
between the Supervisory Authorities in the credit and financial fields. Organized by the Bank of Italy, the
College also includes permanent members of the EBA. The aim of the AML College is to attribute a money
laundering risk profile to the BFF Group and to monitor its international supervisory activities accordingly.

Third-level controls

Internal audits are carried out by the Group’s Internal Audit function, directly reporting to the Board of
Directors. The Internal Audit function carries out independent controls, not only at the Parent Company but
also at the subsidiary BFF Finance Iberia under a specific service agreement; it also performs management and
coordination activities for the Internal Audit Function of the subsidiary BFF Polska. The regulation approved by
the Board of Directors specifies that the Internal Audit function, within the third-level controls, evaluates the
overall functioning of the internal control system, bringing to the attention of the corporate bodies any possible
improvements.

The Head of the Internal Audit function has the necessary autonomy and is independent of the operating
structures, in compliance with Bank of Italy’s regulation on Internal Controls, the Corporate Governance Code
and internal requlations.
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For 2021, the Internal Audit function carried out the testing activities provided for by the Group’s multi-year
2019-2021 Audit Plan, prepared according to a risk-based approach, updated by the Board of Directors in March
2021, carrying out follow-up activities and reporting on the results of its testing on a quarterly basis to the
Bank’s governance and control bodies, through its dashboard.

The audits envisaged for 2021 in the Group Audit Plan were performed by the function without any interruption,
though the period of the health emergency required that such audits be performed remotely in part. More
specifically, the audits were performed on the internal structures of the Bank, on the foreign branches, on the
subsidiary BFF Finance Iberia and on BFF Polska and its subsidiaries. Moreover, such function carried out the
audits provided for by the regulations applicable to Group activities, including those relating to remuneration
and incentive policies, ICAAP and ILAAP processes, the Recovery Plan and IT system reliability, security
and adequacy aspects. The function also drafted the required reporting established by banking regulations
represented by the “Annual Internal Audit Report” and the “Audit Report on outsourced critical or important
functions” (CIF).

The manager of the Internal Audit Function is also responsible for the whistleblowing system. In this regard,
in the course of the year internal regulations were updated and an IT reporting management platform was
adopted at Group level.

Supervisory Body pursuant to Italian Legislative Decree 231/2001

The Bank has an Organization, Management and Control Model (hereinafter referred to as the "Model") prepared
pursuant to Italian Legislative Decree 231 of June 8, 2001 (hereinafter also referred to as the "Decree”), drafted
in compliance with the requirements of such Decree as well as the guidelines of ASSIFACT and ABI. In the course
of 2021, the 231 Model was integrated with the “Protocol for the integration of the Bank’s Organizational
Model pursuant to Italian Legislative Decree no. 231/2001 with respect to the operations of DEPObank S.p.A.”,
approved by the Board of Directors on February 17, 2021 as amended with the approval of the Board of
Directors of November 26, 2021, in order to incorporate primarily i) the changes in the organizational structure
of BFF, ii) the sensitive transaction service activities and the relative oversight mechanisms; iii) the adaptation
of information flows to the Supervisory Body post-merger by incorporation of DEPObank.

The Modelincludes a General Part, which provides a summary description of the reference regulatory framework,
the key characteristics and features of the Model identified within the operations defined as “sensitive” for the
purposes of the Decree, the structure and composition of the Supervisory Body as well as the description of
the system of sanctions to prevent violation of the provisions contained in the Model. It also includes Special
Parts comprising: i) the Matrix of operations at risk of committing a criminal offence, intended to identify the
criminal offences that may potentially be committed as part of the Bank's operations; ii) the Protocols of the
Departments and Organizational Units of the company, which detail the operations, audits and reporting
mechanisms intended to ensure that the Bank's organizational and control system — including the foreign
branches in Spain, Portugal, Poland and Greece — complies with the rules in the Decree; iii) Table of Information
Flows to the Supervisory Body (“Information Flows to the SB").

The Code of Ethics, the most recent update of which was approved by the Board of Directors on November 26,
2021, is an integral part of the Model. This document defines the set of ethical values embraced by the Group

and that allow, among other things, to prevent the criminal offences as per the Decree.

The Bank makes sure that all employees receive adequate training, especially in the event of updates to
regulations concerning the topics set out in the Decree.
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The work of the Supervisory Body in 2021 focused mainly on the updating and adequacy of the Model,
monitoring information flows and monitoring the working situation in terms of compliance with the provisions
on the health and safety of workers in consideration of the ongoing COVID-19 health emergency.

The Supervisory Body reported to the Board of Directors on its work during 2021. Specifically, it noted that it
had not directly or indirectly received any report relevant for the proper application of the Model.

As far as the Group’s administrative liability is concerned, the following should be noted:

b the Spanish subsidiary BFF Finance Iberia adopted its own Organizational Model in accordance with Article
31-bis of the Spanish Penal Code, similar in its structure to the Bank’s 231 Organizational Model (general
part, special part on activities at risk and information flows), and an independent, single-person Supervisory
Body;

b the Polish subsidiary BFF Polska and its subsidiaries adopted specific guidelines to govern “anti- corruption”
issues, with the identification of a relevant, single-person body, represented by BFF Polska’s Compliance and
AML function.

On May 10, 2021 the Board of Directors appointed the new members of the Supervisory Body: two external
members, one of whom is the Chair, and one internal member, the Head of the Internal Audit Department.

Research and Development

During 2021 the primary objective of the various projects carried out within the Group concerned the efficiency
of internal processes and IT systems.

More specifically, the following important projects were carried out:

b migration of the information systems of the subsidiaries in the Czech Republic and Slovakia to the Bank's
systems. The activity was completed in April 2021;

p development of new technological solutions aimed at increasing the efficiency of the software supporting the
Group's business, including the out-of-court debt management and recovery system, the systems supporting
the Payments service and the subsidiary's systems in Poland;

p development of new technological solutions aimed at managing regulatory compliance for all Group
companies.

All activities for the integration with DEPObank were also completed during the year, including the migration
of the core system.
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At December 31, 2021 the total number of BFF Bank employees amounted to 646 persons and was affected by
the merger with DEPObank, broken down as follows by country: 580 in Italy (611 in 2020, including DEPObank),
10 at the branch in Portugal, 8 at the branch in Greece, 9 at the branch in Spain and 39 at the branch in Poland.

The following table shows the composition of the Bank’s staff broken down by the countries in which it operates
through a permanent establishment. The data from 2020 include the staff of DEPObank.

Category 2020

Italy Spain Poland Greece  Portugal Total
Senior Executives/Executives 33 - - - - 33
Managers/Coordinators 88 6 6 3 2 105
Specialists/Professionals 490 6 37 3 8 544

=
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Headcount 12/31/2020 611

(3:7]

Category 2021

Italy Spain Poland Greece  Portugal Total
Senior Executives/Executives 21 = = = 1 22
Managers/Coordinators 93 3 9 3 1 109
Specialists/Professionals 466 6 30 5 8 55

At December 31, 2021 there were 646 people: 330 (51%) women and 316 (49%) men.
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Below are the details by country:

2020
Country Women Men Total
ltaly 313 51% 298 49% 611
Spain 4 33% 8 67% 12
Poland 28 65% 15 35% 43
Greece 2 33% 4 67% 6
Portugal 4 40% 6 60% 10
Total by country 351 51% 331 49% 682

2021
Country Women Men Total
Italy 294 51% 286 49% 580
Spain 4 54% 5 46% 9
Poland 25 69% 14 31% 39
Greece 4 63% 4 38% 8
Portugal 3 30% 7 70% 10
Total by country 330 51% 316 49% 646
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Share performance

The BFF Bank stock (ISIN Code: IT0005244402 — Italian stock exchange ticker: BFF) has been traded on the
Mercato Telematico Azionario (MTA) of Borsa lItaliana since April 7, 2017, “Finance” Industry and “Financial

Services” Super Sector.

The BFF share price at December 31, 2021 was €7.09, up by 51% over the IPO share placement price of €4.70.
Since listing until December 31, 2021, the Bank has distributed total gross dividends of €1.943095 per share
(€0.492 per share in April 2018, €0.539 per share in April 2019, €0.017495 per share in March 2021 and €0.8946
per share in October 2021). Taking into consideration the distributed dividends, and assuming them to be
reinvested in the BFF share on ex-date, total return for shareholders at December 31, 2021 compared to the IPO
placement price was 105.7%. The FTSE lItalia All-Share Index total return was 56.3% in the same year.

At December 31, 2021, it is part of the following FTSE indexes:

FTSE lItalia All-Share
FTSE All-Share Capped
FTSE Italia Mid Cap
FTSE Italia Finanza

FTSE Italia Servizi Finanziari

v vvew

and the following STOXX indices:

EURO STOXX Total Market

EURO STOXX Total Market ESG-X

EURO STOXX Total Market Financial Services
EURO STOXX Total Market Financials

EURO STOXX Total Market Small

STOXX All Europe Total Market

STOXX Developed Markets Total Market
STOXX Developed Markets Total Market ESG-X
STOXX Developed Markets Total Market Small
STOXX Developed and Emerging Markets Total Market
STOXX Europe Total Market

STOXX Europe Total Market ESG-X

STOXX Europe Total Market Financial Services

v

VvV vV vV vV VVVVVvVvVYYVY

88 | Financial Statements 2021

4

4
4
4

Vv vV vV vV VvV vVVvVvVvVYYw

FTSE Italia PIR PMI

FTSE Italia PIR Mid Small Cap
FTSE Italia PIR PMI Al

FTSE Italia PIR Mid Cap

STOXX Europe Total Market Financials
STOXX Europe Total Market Small
STOXX Europe ex UK Total Market
STOXX Europe ex UK Total Market Small
STOXX Global Total Market

STOXX ltaly Total Market

iISTOXX Europe Carry Factor

iISTOXX Europe Multi-Factor

iISTOXX Europe Multi-Factor XC
iISTOXX Europe Quality Factor
iISTOXX Italy Small Mid Cap

iISTOXX PPF Responsible SDG
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BFF shares are also included in various MSCl indices (including MSCI Europe ex UK Small Cap Index, MSCI EMU

Small Cap index and MSCI ACWI/Financials Index).

TOTAL RETURN WITH REINVESTED DIVIDENDS

FTSE Italia All-Share index

— BFF
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Main Balance Sheet Items

The key items in the separate balance sheet are commented below and described in greater detail in the Notes
in Part B.

Cash and cash equivalents
(Values in thousand euros)

Items 12.31.2020% 12.31.2021 Changes
a) Cash 2 190 188
b) Current accounts and sight deposits at Central Banks 173,276 360,142 186,866
c) Current accounts and sight deposits at banks 6,244 182,895 176,651
Total 179,523 543,227 363,704

(*) Comparability with 2021.

Starting from December 31, 2021, in line with what is set forth in the 7th update of Bank of Italy circular 262/205,
the item in question, aside from cash and sight deposits at Central Banks, with the exception of the compulsory
reserve, also includes current accounts, as well as sight receivables (current accounts and sight deposits) from
banks.

As of December 31, 2021, this item mainly includes unrestricted deposits with the Bank of Italy, amounting to

€360 million, as well as current accounts held by the Bank at third-party banks at the end of 2021, amounting
to €183 million.

Financial assets measured at fair value through profit or loss

(Values in thousand euros)

Items 12.31.2020 12.31.2021 Changes
a) financial assets held for trading - 4,095 4,095
c) other financial assets subject to mandatory fair value measurement - 32,503 32,503
Total - 36,598 36,598

The item consists essentially of i) Financial assets held for trading of €4,095 thousand, which includes the
positive fair value of derivative instruments classified as trading assets but used for the operational hedges of
interest rate risk that the Bank is exposed to and ii) Other financial assets mandatorily measured at fair value of
€32,504, which mainly include the "UCI units" and the share in the Voluntary Scheme of the Interbank Deposit
Protection Fund (FITD) for Banca Carige.
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Financial assets measured at fair value through other comprehensive income

(Values in thousand euros)

Items 12.31.2020 12.31.2021 Changes
Equity investments 17 = 17)
Equity securities 147 83,506 83,359
Total 164 83,506 83,342

The item consists essentially of the stake in the Bank of Italy of €80 million, purchased in March 2021, as well as
some shares and equity investments for an amount of €3.5 million.

Financial assets measured at amortized cost

(Values in thousand euros)

Items 12.31.2020 12.31.2021 Changes
Government securities — (HTC) 1,682,050 5,792,627 4,110,577
Receivables due from banks 14,757 403,898 389,141
Loans to customers 3,642,483 3,559,481 (83,002)
Total 5,339,291 9,756,006 4,416,715

The amount relating to the item Government Securities — (HTC) consists entirely of government securities
classified in the Held to Collect (HTC) portfolio and purchased to hedge liquidity risk, for a total face value of
€5,793 million.

"Receivables from banks" includes the item "Receivables from central banks - Mandatory reserve" relating to the
deposit of Mandatory reserves, including the amounts deposited in compliance with the reserve requirement
of the client banks, for which the Parent Company BFF provides the service indirectly, as well as the amounts
deposited with Banco de Espafna as CRM (Coeficiente de Reservas Minimas) in relation to the deposit-taking
activities carried out by the Spanish branch of the Bank through "Cuenta Facto", and with the National Bank
of Poland (Narodowy Bank Polski) for the deposit-taking activities carried out by the Polish branch through
"Lokata Facto". The item also includes "Receivables due from banks — Repurchase agreements” relating to
contracts governed by the Global Master Repurchase Agreement (GMRA) as well as "Receivables due from
banks — Others" which increase compared to December 31, 2020 following the acquisition of DEPObank and
derive from the provision of activities and services offered.

With regard to “"Receivables due from customers”, the item mainly includes receivables relating to outright
purchases.

(Values in thousand euros)

Items 12.31.2020 12.31.2021 Changes
Receivables purchased outright 2,464,774 2,195,044 (269,730)
Receivables purchased below face value 24,358 14,608 (9,750)
Other receivables 1,153,351 1,349,829 196,478
Total 3,642,483 3,559,481 (83,002)
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Credit quality

With regard to credit quality, total net impaired receivables decreased by €84.6 million at December 31, 2021
compared to €104.3 million at December 31, 2020.

In order to analyze its credit exposures, aimed among other things at identifying any impairment losses on
financial assets in accordance with IFRS 9, the Bank classifies exposures as Performing and Non-Performing.

Non-Performing exposures, whose overall gross amount was €88.6 million at December 31, 2021 with
impairment losses totalling €4.0 million, are divided into the following categories.

Non-performing loans

These are exposures to parties that are in a state of insolvency or in basically similar situations, regardless of any
loss projections recognized by the Bank.

At December 31, 2021, the total non-performing loans of the Bank, net of impairment, amounted to €65.9
million. Among these non-performing exposures, €64.5 million (98% of the total) concerned regional authorities
in financial distress.

Gross non-performing loans amounted to €69.2 million and related adjustments amounted to €3.3 million.

Please note that, as for the exposures to Local Authorities (Municipalities and Provincial Governments), in
accordance with the Bank of Italy Circular no. 272 the portion subject to the relevant settlement procedure,
the receivables of OSL's liabilities, is classified as non-performing, even though all receivables can be collected
under the law at the end of the insolvency procedure.

Unlikely-to-pay positions

Unlikely to pay exposures reflect the judgement made by the intermediary about the unlikelihood, absent such
actions as the enforcement of guarantees, that the debtor will fully fulfil (for principal and/or interest) its credit
obligations. This assessment should be arrived at independently of the existence of any past due and unpaid
amounts (or instalments). Therefore, it is not necessary to wait for an explicit sign of anomaly (e.g., failure to
repay) when there are factors that signal a default risk situation for the debtor.

At December31, 2021, gross exposures classified as unlikely to pay totalled €1.6 million and related adjustments
amounted to €0.7 million, a net amount of €0.9 million.

Impaired past due exposures

Impaired past due exposures consist of positions vis-a-vis entities for which the conditions for classification as
impaired past due exposures are met by presenting one or more credit lines that meet the definition of "Non-
performing exposures with forbearance measures" set out in SectionV, Part 2, paragraph 262 of the ITS.

At December 31, 2021, total net past due exposures amounted to €17.8 million for the Bank.

Gross exposures totalled €17.8 million and relevant adjustments amounted to roughly €19 thousand.
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The following table shows the amount of receivables due from customers, with an indication of any adjustment,
broken down into “Performing exposures” and “Impaired assets”.

(Values in thousand euros)

Type 12.31.2020 12.31.2021

Gross amount  Write-downs Net value Grossamount  Write-downs Net value

Impaired exposures purchased
performing (Stage 3) 100,465 (1,737) 98,727 83,088 (3,793) 79,295

Impaired exposures purchased
impaired (Stage 3) 5,828 (214) 5,614 5,493 (206) 5,287

Performing exposures
(Stage 1 and 2) 3,540,630 (2,488) 3,538,143 3,476,064 (1,164) 3,474,899

3,646,923 (4,439) 3,642,483 3,564,645 (5163) 3,559,481

Furthermore, besides classifying exposures as performing and non-performing, the Bank also measures
exposures as forborne in compliance with relevant Implementing Technical Standards.

Tangible and intangible assets

(Values in thousand euros)

Items 12.31.2020 12.31.2021 Changes
Tangible assets 14,389 33,138 18,749
Intangible assets 4,565 34,308 29,743
Total 18,954 67,445 48,491

AtDecember31, 2021, the item “Tangible assets” amounted to a total of €33,138 thousand: the relative amount
includes i) land of €6,325 thousand, ii) buildings (including capitalized extraordinary maintenance) of €11,017
thousand including the Rome property at Via Elio Chianesi 110/d owned by the former DEPObank, iii) rights of
use relating to the application of IFRS 16 on leases of €13,097 thousand. For further information on this topic,
please refer to section M.

Intangible assets largely consist of the amount of the Customer Relationships recognized following the
finalization of the PPA, equal to €25,740 thousand.

The residual amount refers to investments in new multi-year programs and software.
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Hedging derivatives, equity investments and financial liabilities held for trading

(Values in thousand euros)

Items 12.31.2020 12.31.2021 Changes
Hedging derivative assets - 13 13
Equity investments 141,927 150,491 13,396
Financial liabilities held for trading - 2,725 2,725
Hedging derivative liabilities - 4,814 4,814

The items Hedging derivative assets and liabilities include respectively the positive and negative fair value at
December 31, 2021 relating to interest rate swap hedges with notional in zloty defined with the aim of hedging
the loans disbursed in zloty to Polish subsidiaries under current intercompany agreements.

The item Equity investments consisted of investments in BFF Polska Group and BFF Finance Iberia, both of
which were exclusively controlled as Banca Farmafactoring holds 100% of the capital. The item also includes the
equity investment in Unione Fiduciaria of 26.46% of the capital thereof, deriving from the financial statements
of the former DEPObank. Please note that the above-mentioned investments are recorded in the financial
statements according to the cost method.

The item Financial liabilities held for trading includes the negative fair value at December 31, 2021 of derivative

instruments classified as trading assets but used for the operational hedges of interest rate risk that the Bank is
exposed to.

Tax assets and liabilities

(Values in thousand euros)

Items 12.31.2020 12.31.2021 Changes
Tax assets 10,294 93,417 83,122
current 2,970 37,778 34,808
deferred 7,325 55,638 48,314
Tax liabilities 78,373 96,424 18,050
current - - -
deferred 78,373 96,424 18,050

As at December 31, 2021, Current tax assets amount to €37,778 thousand and include the net balance of the
Bank's tax positions with respect to tax authorities, in accordance with the provisions of IAS 12.

The main components of deferred tax assets include the portion of amounts deductible in future years of

adjustments to receivables, the accrual on deferred employee benefit obligations, and depreciation and
amortization the recognition of which is deferred for tax purposes.
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During the first half of 2021 the tax value and book value relating to Banking Payments goodwill deriving from
the former DEPObank were aligned (see what is described in the specific item 100 "Intangible Assets" of the
Balance Sheet Assets) following the payment of substitute tax equal to €2.4 million, resulting in a net positive
effect of €23.7 million on income taxes for the year. Furthermore, the item also includes the share of deferred
tax assets deriving from the financial statements of the former DEPObank relating to goodwill and the tax loss
realized at the end of 2020.

Deferred tax liabilities mainly refer to the taxes on BFF Bank’s late payment interest, recognized in the financial

statements on an accrual basis but which will form part of the taxable income in future years subsequent to
collection, in accordance with Article 109, paragraph 7, of Presidential Decree no. 917 of 1986.

Other Assets and Liabilities

(Values in thousand euros)

Items 12.31.2020 12.31.2021 Changes
Other assets 23,613 205,860 182,247
Other liabilities 64,809 415,755 350,946

Following the merger with DEPObank, the Other assets and liabilities items include the transitory items and the
items to be settled with a debit and credit balance that fall within the scope of bank payment intermediation
and include settlements that were suspended in the first business days after the date of reference.

Financial liabilities measured at amortized cost

Starting from January 1, 2018, pursuant to the updates of the Bank of Italy Circular no. 262 of 2005, in compliance
with the new IFRS 9, the item is broken down as follows:

(Values in thousand euros)

Items 12.31.2020 12.31.2021 Changes
Amounts due to banks 755,324 781,959 26,635
Payables due to customers 3,604,513 8,906,799 5,302,286
- of which to financial institutions 189,656 0 -189,656
Securities issued 758,896 186,285 -572,610
Total 5,118,732 9,875,043 4,756,311

The item "Payables due to banks" mainly consists of "current accounts and demand deposits", mainly deriving
from custodian bank operations, and includes the balances of accounts of bank customers (formerly DEPObank).

Following the acquisition and merger with the former DEPObank and in order to achieve funding synergies,
during the first half of 2021 BFF Bank reimbursed all the loans representing the funding requested from third-
party banks to support the core business by the parent company and its subsidiaries. Specifically, the loan
agreements in zloty used to acquire BFF Polska Group were also repaid.
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Payablesto customersmainlyreferto"currentaccountsand demand deposits" relatingto balancesonoperational
accounts, i.e. accounts opened for customers (e.g. funds, asset management companies, corporate customers
and other institutions) related to the custodian bank core business (former DEPObank). The item includes €230
million for online deposit accounts (“conto facto”) offered in Italy, Spain and Germany, the Netherlands, Ireland
and Poland (restricted deposits and current accounts), compared to €1,654 million at December 31, 2020.

As mentioned above, following the acquisition and merger with the former DEPObank and in order to achieve
funding synergies, during the first half of 2021 all debt relationships relating to collaborations with the other
factoring companies were closed, which at the end of 2020 amounted to €189 million.

Debt securities issued consist of bonds issued by the Bank, with a total face value of €181.8 million (€800 million
at December 31, 2020), recognized in the financial statements in the amount of €186.3 million at amortized cost
using the effective interest rate method.

The significant decrease recorded compared to December 31, 2020 is attributable to the repayment at maturity
of the senior unsecured and unrated bond loan (ISIN XS1435298275) equal to €150 million, the Cash Buyback
completed on June 25, 2021 which allowed the early repayment of €415.7 million for two senior bonds due in
2022 and 2023, and the repayment of the flexible senior notes issued by the securitization vehicle (BFF SPV
S.r.L.), now in liquidation, in place with the Bayerische Landesbank Group (Bayern LB) for a nominal amount of
€50 million. The total cost of this Liability Management operation was 9.5 million net of taxes.

As a result of the above, as of December 31, 2021 the item includes:

p €100 million subordinated unsecured and unrated Tier 2 bonds (ISIN XS1572408380) issued by Banca
Farmafactoring in March 2017. The 10-year bonds due March 2027 have the right to an issuer call date (one-
off) in the fifth year (in March 2022). The bonds pay an annual coupon of 5.875%;

P €42.8 million remaining on senior unsecured and unrated bonds (ISIN XS1639097747) issued by Banca
Farmafactoring in June 2017, due in June 2022. The bonds pay an annual coupon of 2%;

» €39 million remaining on senior unsecured bonds (ISIN X52068241400) with Moody's Bal rating issued by
Banca Farmafactoring in October 2019, due in May 2023. The bonds pay an annual coupon of 1.75%.

Provisions for risks and charges

(Values in thousand euros)

Items 12.31.2020 12.31.2021 Changes
Commitments and other guarantees provided 777 58 (719)
Employee benefits 4,715 5,901 1,186
Other provisions 821 15,482 14,661
Total 6,313 21,441 16,675

At December 31, 2021 “Provisions for risks and charges” mainly include allocations to “Pension and similar
obligations” and allocations to “Other Provisions” to cover contingent liabilities that the Bank may incur.
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Main Income Statement Items

A brief comment on the main income statement items is provided below, while for a more in-depth description
reference should be made to the section relating to the results of operations and to Part C of the Notes.

At December 31, 2021, the Bank achieved a reported profit of €164.3 million, inclusive inter alia of the positive
effects deriving from the acquisition of DEPObank, such as Badwill amounting to €76.9 million and Goodwiill
realignment amounting to €23.7 million, net of costs related to liability management initiatives and other
transaction and restructuring costs amounting to €9.5 million and €6.4 million, respectively, the change of
the exchange difference amounting to €0.1 million, the cost of stock options amounting to €3.0 million, the
extraordinary contribution to the resolution fund amounting to €2.0 million and the amortization of DEPObank's
customer contract amounting to €2.4 million.

Also considering the two months prior to the merger with DEPObank and eliminating the extraordinary items
listed above, the Bank's normalized economic result (including 12 months of BFF and 12 months of DEPObank)
amounted to €91.9 million, 2% higher than last year, the explanation of which is to be found, as described in the
previous paragraphs, in the phenomena affecting the Bank’s BUs.

As described previously, with regard to the performance of the BUs compared to 2020, the main elements that
affected the economic result can be summarized as follows:

b lower interest margin mainly due to lower yields of uses (such as lower yields on loans to customers, MTM
effect of securities of the former DEPObank generated at closing), higher excess liquidity in the first half of
the year, later eliminated following the ALM initiatives carried out;

» higher commissions due to increased transactions in Securities Services and Payments BUs;

b lower costs thanks to careful monitoring and the initiatives taken to achieve the synergies envisaged in the
plan.

For the purposes of the following explanations, the standardized items will be mainly commented on to take
into account the contribution of DEPObank in the months in which it was not part of the Bank (12 months in
2020 and 2 months in 2021: note that for the purposes of these separate financial statements 2020 does not
include DEPObank, while 2021 only includes it for 10 months) and to eliminate all extraordinary items: in fact, a
large part of the increase in non-standardized balance sheet items net of extraordinary items is attributable to
effects generated by the inclusion of DEPObank in the Group's scope only from March 2021.
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Intermediation margin

(Values in thousand euros)

Items 12.31.2020 12.31.2021 Changes
Maturity commissions and late payment interest on non-recourse

receivables 139,025 113,724 (25,300)
Interest income on securities 13,573 10,268 (3,306)
Other interest 21,290 42,750 21,460
Interest income 173,888 166,742 (7,146)
Interest expenses (36,683) (33,384) 3,299
Interest Margin 137,205 133,358 3,847
Dividends and similar income 78,707 3,676

Net trading result 5,725 (376) (6,101)
Net hedging result 2,577 2,577

Profits (losses) on disposal or repurchase of:

a) financial assets measured at amortized cost 363 (363)

b) financial assets measured at fair value through other
comprehensive income

¢) financial liabilities 56 (12,650) (12,706)

Profits (losses) on other financial assets and liabilities at fair value
through profit or loss

b) other financial assets subject to mandatory fair value
measurement 2,734 2,734

Intermediation margin 228,621 210,251 (18,370)

The interest margin at December 31, 2021 amounted to €133.4 million, 137.2 million normalized, down 35.0
million compared to last year mainly due to: 1) the contraction of revenues deriving from amortized cost trends
on the former DEPObank securities portfolio mentioned above (equal to €27 million), which, moreover, at the
time of closing generated a positive MTM allowing an increase in badwill net of the tax effect of approximately
€35.6 million; 2) the cost of liquidity in the ECB recognized in the first half of the year, on which action was
taken during the second quarter of 2021, to bring the levels of liquidity under the tiering through the Liability
Management initiative, described previously.The intermediation margin amounted to €210.3 million at
December 31, 2021, €241.5 million normalized and down 9% from €266.5 million normalized at December 31,
2020.

The recognition of maturity commissions and late payment interest on purchases of non-recourse receivables
in the income statement reflects the effective return from the application of the “amortized cost” criterion
for measuring non-recourse receivables purchased, in accordance with IFRS 9. This implies that the income is
recognized in relation to the return deriving from the expected cash flows.

Interest income on securities, amounting to €10.3 million, originates from government securities classified in

the HTC portfolio. The valuation is to be carried out at amortized cost, and interest calculated using the effective
rate of return is recognized in the income statement.

Financial Statements 2021



» BFF

Other interest includes interest income generated by the former DEPObank businesses at negative rates, for a
total amount of €42.8 million.

Interest expense deriving from the various forms of existing funding decreased from €36.7 million at December
31, 2020 to €33.4 million at December 31, 2021; this item was influenced among other things by the cost of
excess liquidity (on which action was taken during the second quarter of 2021 to bring liquidity levels under
tiering).

Net fee and commission income amounted to €80.9 million, €94.4 million normalized, and the main part is
represented by fees for services generated by the business of the former DEPObank.

Otheritems that contributed to the intermediation margin amounted to -€4.0 million, +€9.8 million normalized,
and of these the most significant equal to -€12.7 million, though eliminated from the normalized value, mainly
refers to the loss on securities in circulation recorded as a result of the cash buyback transaction carried out at
the end of June 2021.

Administrative costs

(Values in thousand euros)

Items 12.31.2020 12.31.2021 Changes
Personnel expenses 32,593 62,342 29,749
Other administrative expenses 39,150 91,702 52,552
Total administrative expenses 71,743 154,044 82,301

Administrative costs at December 31, 2021 amounted to roughly €154 million, €153.2 million normalized net of
charges for M&A operations, extraordinary contributions to the National Resolution Fund and charges for stock
options for directors and certain employees.

Finally, note that under “Other operating expenses and income” BFF recorded an amount equal to €104.2

million, €29.9 million normalized excluding extraordinary items, the most significant of which refers to badwill
equal to €76.9 million resulting from the merger transaction with DEPObank.
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Bank’s Objectives and Policies on the Assumption,
Management and Hedging of Risks

Disclosure regarding the going concern assumption

In accordance with IAS 1, paragraph 24, the Bank assesses its ability to continue as a going concern by taking
into account the trend of its main core indicators and available information about the future, covering at least
12 months after the reporting date.

In view of the aforementioned considerations, associated with the historical and prospective review of its
earnings and its ability to access financial resources, the Bank will continue its operating activities on a going
concern basis. Consequently, these financial statements are drawn up based on this assumption.

A performance review of the last few years shows a continuing positive trend. The data can be summarized as
follows:

p growing trend in Shareholders' Equity;

) capital adequacy in relation to the risks connected with lending activities;
) sufficient availability of financial resources;

) positive commercial prospects related to the trend in demand;

4

high credit quality.

A quantitative summary of this analysis can be found below.

Items 12.31.2020 12.31.2021
Interest margin 137.2 133.4
Intermediation Margin 228.6 210.3
EBTDA (gross of provisions) 169.1 161.2
Net Profit 143.3 164.3
R.O.E. (Return On Equity) (%) 32.2% 31.8%
R.O.T.E. (Return on Tangible Equity) (%) 32.5% 34.1%
Net interest margin / Interest and similar income (%) 78.9% 80.0%
NPLs (net of impairment) / Receivables due from customers (%) 1.8% 1.9%
Own funds / Receivables due from customers (%) 21.3% 26.8%
Leverage Ratio 4.1% 3.1%
Shareholders' equity 374.0 516.7
Own Funds 339.1 428.4
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Risk Management and Compliance with Prudential Supervision Regulations

The prudential supervision regulations are mainly governed by the Bank of Italy Circular no. 285 “Supervisory
provisions for banks” and Circular no. 286 “Instructions for the preparation of supervisory reporting by banks
and securities intermediaries”, both dated December 17, 2013, which adopt the harmonized regulation for
banks and investment firms contained in the EC CRR regulation (Capital Requirements Regulation) and in the
European Directive CRD IV (Capital Requirement Directive) of June 26, 2013.

These regulations include the standards set forth by the Basel Committee on Banking Supervision (Basel 3
framework), whose implementation, pursuant to the Consolidated Law on Banking, is the responsibility of the
Bank of Italy, and define the ways in which the powers attributed by EU regulations to national authorities were
exercised.

The above circulars outline a complete, organic and rational regulatory framework, integrated with the directly
applicable EU provisions, which is completed with the issue of the implementation measures contained in the
regulatory technical standards and implementing technical standards adopted by the European Commission
based on the EBA’s proposal.

The regulation applicable at December 31, 2021 is based on three pillars.

Pillar I - Capital adequacy to meet the typical risks associated with financial operations

From the standpoint of operations, the absorption of risks is calculated using various methods:
p “Standardized approach” for credit risk;

) “Standardized approach” for counterparty risk;

P “Basic approach” for operational risk;
4

“Standardized approach” for market risk.

Pillar Il - The ICAAP/ILAAP Report

In accordance with prudential supervisory provisions, and in order to allow the Supervisory Authority to carry
out an accurate and comprehensive assessment of the fundamental qualitative characteristics of the equity
and financial planning process, the risk exposure and the consequent calculation of total internal capital and
relevant liquidity reserves, the Bank - as Parent Company of the Banking Group - has prepared the “ICAAP/
ILAAP 2020 Report” on internal processes for determining adequacy of capital and of liquidity risk governance
and management systems.

Pillar 11l - Disclosure to the public
Pursuant to Article 433 of the CRR, banks shall publish the disclosures required by EU regulations at least on an
annual basis, in conjunction with the date of publication of the financial statements.

Pillar Ill provisions establish specific periodic disclosure obligations concerning capital adequacy, risk exposure
and the general features of the related systems for the identification, measurement and management of such
risks.
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BFF Banking Group draws up this document, in accordance with the provisions in effect, on a consolidated basis,
with reference to a scope of consolidation that is significant for the purposes of prudential supervision.

To this end, the Board of Directors of BFF has approved a dedicated procedure named “Disclosure to the Public
(Pillar 11)".

Pursuant to this procedure, the disclosure should be:
p approved by the Board of Directors before it is made public;

p published on the website www.bff.com at least once a year by the deadline for the publication of the
financial statements, and therefore within 21 days of the date of approval of the financial statements by the
Shareholders' Meeting.

With regard to the provisions of the Bank of Italy Circular no. 285 of December 17, 2013, and subsequent
updates, the BFF Group will publish on its website www.bff.com, once a year, within the deadlines established
for the publication of the financial statements, a country-by-country reporting document, which contains
information inherent to the business, turnover, and the number of staff in the various countries in which the
Group is present.

The information to be published is defined by Appendix A, first part, Title Ill, Chapter 2 of the above Circular.

Disclosure regarding Calendar Provisioning and Past Due

With the general objective of adopting an increasingly prudent approach to the classification and coverage of
NPEs, a series of regulatory interventions were added.

With regard to this context, in April 2019 the European Commission approved an update of EU Regulation
575/2013 (CRR) regarding the minimum coverage of impaired receivables. For the purposes of evaluating
prudential provisions, the legislation in question provides that receivables disbursed and classified as impaired
after April 26, 2019 are subject to "calendar provisioning”. Exposures disbursed earlier and subsequently
classified as NPEs will not be subject to the provisions contained in the amendment to Regulation no. 575 (CRR).
This update requires banks to maintain an adequate provision value, deducting from their CET 1 any positive
difference between prudential provisions (identified by weighting the gross value of guaranteed and unsecured
NPEs by certain percentages) and amending funds and other assets (balance sheet provisions, prudent valuation,
other deductions of CET1).

This rule is based on the principle that the prudential definition of default (i.e. past due, probable defaults and
non-performing) effectively defines a state of deterioration of the credit quality of the exposure, not providing
for any discretion and not ensuring that certain cases not representative of a worsening of credit risk (as for
most Group exposures) are treated differently.

Regarding the classification to NPE, note that on June 27, 2019 the Bank of Italy introduced certain amendments
to Circular no. 272 concerning credit quality and the rules on the new definition of default.
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Most recently on February 15, 2021 it updated its note containing the guidelines of the Supervisory Body on the
application of Delegated Regulation (EU) no.171/2018 on the materiality threshold of overdue credit obligations
pursuant to art. 178, para. 2, letter d) CRR (RD), and more generally on the application of the RD regulations.

Note also that, in the context of these guidelines, the Supervisory Body had already clarified that — for trade
receivables whose debtor is a public administration — unless specific legal provisions provide otherwise the
deadline for calculating the days in arrears of the credit exposure starts from the due date of the individual
payments.

Given the above, with a view to adhering to the new definition of default and in line with the clarifications
provided by the Bank of Italy, as at December 31, 2020 the Bank adopted as starting date the expiry of the
invoice from which the credit exposure for the non-recourse factoring product originates.

This approach led to considering — for all exposures to public sector entities with an original expiry of less than
three months — the preferential weighting of 20% envisaged by art. 116, paragraph 3 of the CRR instead of
the weighting envisaged by the previous paragraphs of the same article, which provides that the coefficient
to be applied depends on the rating issued by the ECAIl used by the Bank on the debtor's country of residence,
adopted until the end of 2020. The effect of this change was a lower absorption of capital, with a consequent
improvement in capital ratios.

Finally, note that the Bank has implemented a series of actions and interventions aimed at further improving

the credit selection and management process, initiatives that have made it possible to avoid particular negative
impacts of the new legislation on the business model.
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Other information

Transactions with related parties

With regard to relations with related parties and associated parties, on November 11, 2016 the Board of
Directors of BFF SpA approved, with effect subject to the commencement of negotiations on the Mercato
Telematico Azionario managed by Borsa Italiana — and therefore from April 7, 2017 - the "Policies on internal
controls adopted by the BFF Group for the management of conflicts of interest” (so-called “Conflict of interest
management policy”) and the “"BFF Group Regulation for the management of transactions with parties having
conflicts of interest" (the "OPC Regulation”) —in implementation of the supervisory provisions of Title V, Chapter
5 of Bank of Italy Circular no. 263 of December 27, 2006 (“Circular 263”) and of the Consob Regulation on
transactions with related parties, adopted by resolution no. 17221 of March 12, 2010, subsequently amended
by resolution no. 17389 of June 23, 2010 — subject to a favorable opinion expressed by the Board of Statutory
Auditors and the OPC Committee.

On December 22, 2020 the Bank approved the update of the conflict of interest management policy and the
OPC Regulation in order to update the new regulatory references resulting from the integration of Circular no.
263 in the Supervisory Provisions for banks.

On June 30, 2021 the Bank approved the update of the conflict of interest management policy, the RPT
Regulation and the RPT Committee Regulation in order to update them in compliance with the amendments
made to Consob Regulation no. 17221/2010 with resolution no. 21624 of December 10, 2020, which will enter
into force from July 1, 2021.

The Policy on the management of conflicts of interest governs the control processes aimed at ensuring the
correct measurement, monitoring and management of the risks assumed by the Bank with respect to Associated
Parties.

The RPT Regulation is aimed at overseeing the risk that proximity, if any, of such parties to the Banking Group'’s
decision-making centres may compromise the objectivity and impartiality of the decisions taken on transactions
involving those parties, with possible distortions in the resource allocation process, exposure of the Bank to risks
not adequately measured or supervised, and potential damage for shareholders and stakeholders.

The Regulation for the management of transactions with parties that may be in a conflict of interest and the
Bank’s Policy to manage conflicts of interest are communicated to the public via the Bank’s website under the
section Governance > Procedures and Regulations > Related-Party Transactions.

Information on related party transactions is provided in Part H of the Notes on the Financial Statements.

Derogation from obligations to publish disclosure documents pursuant to Article 70,
paragraph 8 and Article 71, paragraph 1-bis of the Issuers’ Regulations

The Bank complied with the provisions of Article 70, paragraph 8 and Article 71, paragraph 1-bis of the Issuers’
Regulations adopted by Consob Resolution no. 11971 of May 14, 1999, as subsequently amended, and therefore
derogated from the obligations to publish disclosure documents required in the event of mergers, demergers,
capital increases by contribution in kind, acquisitions and disposals.
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Disclosure of compliance with codes of conducts pursuant to Article 89-bis
of the Issuers’ Regulations

The Bank has signed on to the new Corporate Governance Code (formerly the Code of Conduct) for listed
companies as defined by the Corporate Governance Committee established by the business associations (ABI,
ANIA, Assonime, Confindustria), the association of professional investors (Assogestioni) and Borsa Italiana,
approved on January 31, 2020 and in force as of January 1, 2021.

Already in December 2020, the Bank adopted the new Corporate Governance Code, by updating its internal

regulations to incorporate — in the terms represented in the 2021 Report on Corporate Governance and
Ownership Structure — the new features introduced by such Code.

Unusual or atypical transactions

The Bank did not carry out any unusual or atypical transactions, as reported in Consob Communication no.
6064293 of July 28, 2006, during the reporting year.
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Events subsequent to the end of the year

Authorization to repurchase TIER Il and AT1 Placement

The Bank sent the Bank of Italy a request for authorization to exercise the Tier Il call option, planned for March
2022, and obtained such authorization on February 11, 2022.

Furthermore, on January 19, 2022, the first unsecured, rated Additional Tier 1 subordinated bond was placed at
par for a total nominal amount of €150 million, which is perpetual in duration and has the right to repayment
reserved to the issuer starting from the fifth year.

Payment of dividends by foreign subsidiaries

In the course of the first quarter of 2022, the foreign subsidiaries BFF Polska S.A. and BFF Finance Iberia S.A.U.
distributed dividends to the Parent Company BFF Bank S.p.A. for a total amount of €14.8 million.

As regards BFF Polska, this distribution will be approved by the ordinary shareholders' meeting that will be held
on March 15, 2022, for a total of €53 million.

With respect to BFF Finance Iberia, this distribution, for an amount of €14.8 million, was approved by its Board
of Directors at its meeting held on January 21, 2022 since, as set forth by the company’s By-Laws, this decision
did not require a shareholders’ resolution.

Establishment of the new company BFF Immobiliare S.r.I.

On January 19, 2022, the company BFF Immobiliare S.r.I., a wholly owned subsidiary of BFF Bank S.p.A., was
established. This company was established with a view to finalizing the Casa BFF operation, which involved the
acquisition of a buildable area for the development of an office building which will become the new registered
office of the BFF Group and will house all of the Bank’s personnel present in the city of Milan, who are currently
divided between three different buildings.

Changes in the composition of the Board of Directors of BFF Bank S.p.A.

On February 3, 2022, Ms. Barbara Poggiali, Independent and non-executive director, as well as Chairwoman of
the Remuneration Committee and member of the Bank’s Nominations Committee, resigned from office.

On February 10, 2022, the Board of Directors approved the appointment by co-option of Ms. Monica Magri to
replace Ms. Poggiali.

On February 24, 2022, Ms Amélie Scaramozzino, Independent and non-executive director, as well as member
of the Remuneration Committee and member of the Committee for the evaluation of transactions with related

parties and associated entities, resigned from office.

On March 1, 2022, the Board of Directors approved the appointment by co-option of Ms. Anna Kunkl to replace
Ms. Scaramozzino.
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It should be noted that:
p noindemnities or other benefits are due following departure from office;

) atthe date of their resignations, Ms. Poggiali and Ms. Scaramozzino did not hold, either directly or indirectly,
ordinary shares of the Bank, pursuant to Article IA.2.6.7 of the Instructions to the Regulation on Markets
organized and managed by Borsa Italiana S.p.A.

Changes in the composition of the Board of Statutory Auditors

Please note that, on February 18, 2022, Ms. Paola Carrara, Chairwoman of the Board of Statutory Auditors,
resigned effective as of the earlier of (i) the date of the Shareholders' Meeting called to approve the Group'’s
financial statements at December 31, 2021 and (ii) March 31, 2022.

Ukraine-Russia crisis

Following the crisis between Russia and Ukraine, culminating in the military intervention launched by Russia on
February 24, and the resulting countermeasures undertaken by the international community and by parties in
the international financial sector, please note that the BFF Group does not have trade exposure to the Russian
or Ukrainian markets, and undertakes to rigorously monitor the interbank processing activity of the Payments
Business Unit in compliance with the restrictions imposed on Russia.

Other offices

BFF has an office in Rome, at Via di San Basilio 41 and, as of March 5, 2021 at Via Elio Chianesi 110/d, Rome and
Via Anna Maria Mozzoni 1.1, Milan. The Bank opened a branch in Madrid, Spain in 2015, in Lisbon, Portugal in
July 2018, in £6dz, Poland in July 2019 and in Athens, Greece in September 2020.
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Business Outlook

As per the five-year strategic plan, approved by the BFF Board of Directors on May 29, 2019 ("BFF 2023" or
the "Plan"), the Group's objectives for 2023 - confirmed by the updating of the 2021-2023 financials of the
business plan following the closing of the transaction with DEPObank on March 1, 2021 and the approval of the
combined budget by the Board of Directors on March 3, 2019 — are:

1) continue to develop the current core business, i.e. factoring, Securities Services and payments, further
improving operating efficiency and strengthening the leadership position in Italy and abroad.

2) maintain the focus on limiting the cost of funding, leveraging what has already been achieved in 2021 in
terms of synergies resulting from the DEPObank operation.

3) consolidate the existing business and/or expand into other market niches via acquisitions.

In view of the above, and in the face of a gradual reduction in the pandemic effects over the coming months, the
Bank expects a recovery in terms of business volumes and operations, and with substantial growth in terms of
intermediation margin.

With regard to the credit risk, the nature of the Bank's loans makes the risk of losses on Financial Assets
extremely low, with regard to the existing business model.

With regard to non-recurring income, some can be expected from the special projects that the company is
evaluating and which are carefully monitored, as are the various indicators relating to liquidity monitoring (LCR,
NSFR and Leverage).

Theissuanceof aTierleligibleinstrument enablesthe Bankto optimize the concentration limit onlarge exposures
and leverage, also contributing to compliance with the next MREL regulation, as per the communication
received from the Supervisory Authority in July 2021 on the subjection of the BFF Group to the Resolution Plan.

Finally, tensions on capital ratios are not expected. The excellent levels of capital, which increased as a result
of the operation with DEPObank, make it possible to maintain high dividend policy levels, providing for the
payment of the profit generated during the year exceeding what needs to be retained to maintain a Total Capital
Ratio of 15%.
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Distribution of BFF S.p.A.’s profit

The Bank’s profit for the year ended December 31, 2021 amounted to €164,289,349. This result includes, as
described above, the positive effects deriving from the acquisition of DEPObank, such as Badwill amounting
to €76.9 million and Goodwill realignment amounting to €23.7 million, costs related to liability management
initiatives and other transaction and restructuring costs amounting to €9.5 million and €6.4 million, respectively,
the change of the exchange difference amounting to €0.1 million, the cost of stock options amounting to €3.0
million, the extraordinary contribution to the resolution fund amounting to €2.0 million and the amortization of
DEPObank's customer relationships amounting to €2.4 million. Note that this result includes only ten months
of DEPObank, i.e. the results achieved as of March 1, 2021.

Consistent with the dividend policy approved by the Bank's Board of Directors, which allows paying Shareholders
the portion of the Group's consolidated net profit for the year not necessary to maintain a minimum Total Capital
Ratio of 15% (calculated by considering the scope of the Banking Group, pursuant to the Consolidated Law on
Banking and/or the CRR), the intention is to allocate:

b €2,342,013 to the legal reserve (to bring the reserve to 20% of the Share Capital as of today);
D €36,666,937 to the retained earnings reserve;

p €125,280,399 to Shareholders for dividends; this total amount may be distributed after the Board of
Directors meeting held on March 31, 2022, which will be called to approve the 2021 Financial Statements,
after verifying the actual fulfilment of the conditions pursuant to art. 2433-bis of the Italian Civil Code.

Inrelation to the allocation of profits of BFF Bank S.p.A., the proposal that will be presented to the Shareholders'
Meeting of the Bank on March 31, 2022 is set forth below.
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Proposal for the distribution of BFF Bank S.p.A.’s profit

Dear Shareholders,

The Board of Directors has called you to this ordinary meeting on Thursday, March 31, 2022 at 9:00 a.m.
(the “Shareholders' Meeting"”) at the registered office of BFF Bank S.p.A. (the "Company” or the “"Bank” or
“BFF”) in Milan at Via Domenichino no. 5 (the “Registered Office”), in single call, to approve, inter alia, the
proposed allocation of profit for the year.

The Bank's financial statements at December 31, 2021, to be approved by the Shareholders' Meeting, show a
profit of €164,289,349, which it is proposed be allocated as follows:

i) €2,342,013 to the legal reserve (to bring the reserve to 20% of the Share Capital as of today);
ii) €36,666,937 to the Retained earnings reserve;
iii) €125,280,399 to the Shareholders.

Therefore, the Shareholders will be due a dividend of roughly €0.679 for each of the 185,315,280 shares.

Furthermore, lastly, as reported by Borsa Italiana S.p.A. by notice no. 5930 of February 17, 2022, on February
21,2022 American type option contracts were admitted to trading on the Derivative Instruments Market (IDEM)
with BFF shares as their underlying asset. In light of the foregoing and in compliance with what is set forth in
the Instructions to the Regulation of the Markets organized and managed by Borsa Italiana (Title IA.2, Section
IA.2.1, Art. IA.2.1.3), for the payment date of dividends to be paid by companies issuing shares in the FTSE
MIB index or underlying derivative contracts on shares traded in the IDEM market, the reference date needs to
coincide with the first day of trading subsequent to the third Friday of each calendar month.

Therefore, in light of the foregoing, the month for the payment of any dividend drawn from the results of the
year 2021 will be April 2022 with the coupon date (no. 5) of April 19, 2022 (the ex date). Pursuant to Article
83-terdecies of Italian Legislative Decree no. 58 of February 24, 1998 as amended (Consolidated Law on Finance),
entitlement to the dividend payment is established based on the accounts of the intermediary as referred to in
Article 83-quater, paragraph 3, of the Consolidated Law on Finance, at the end of the accounting day of April
20, 2022 (“record date”). The payment of such dividend, gross of the withholdings required by law, is planned
for April 21, 2022 (“payment date”).

* * %
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Therefore, we submit for your approval the following resolution proposal:

“The Shareholders’ Meeting of BFF Bank S.p.A., having examined the illustrative report of the Board of Directors,

resolves

p to distribute to Shareholders part of the net profit for the year of €125,280,399, equal to approximately
€0.679 before tax for each of the 185,315,280 ordinary shares outstanding at coupon date (no. 5) of April 19,
2022 (ex date). Such dividend includes the portion attributable to any treasury share held by the Company
at the record date. Pursuant to Article 83-terdecies of Italian Legislative Decree no. 58 of February 24, 1998
(Consolidated Law on Finance), entitlement to the dividend payment is established based on the accounts of
the intermediary as referred to in Article 83-quater, paragraph 3, of the Consolidated Law on Finance, at the
end of the accounting day of April 20, 2022 (record date);

b toallocate €2,342,013 to the Legal Reserve;
b to allocate the remainder of the profit for the year, equal to €36,666,937, to the Retained earnings reserve;

) to pay the above-mentioned dividend as of April 21, 2022 (payment date). Payment will be made through
authorized intermediaries with which shares have been registered in the Monte Titoli system.”

* k% %

For the Board of Directors
The CHAIRMAN
(Salvatore Messina)
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Statement of Financial Position

(Values in euro units)

Assets 12.31.2021 12.31.2020%
10. Cash and cash equivalents * 543,227,039 179,522,541
20. Financial assets measured at fair value through profit or loss 36,598,343

a) financial assets held for trading 4,094,816
c) other financial assets subject to mandatory fair value measurement 32,503,527
30. Financial assets measured at fair value through other comprehensive income 83,505,780 163,924
40. Financial assets measured at amortized cost 9,756,005,874 5,339,291,000
a) due from banks 403,898,197 14,757,279
b) loans to customers 9,352,107,677 5,324,533,721
50. Hedging derivatives 13,098
70. Equity investments 150,491,361 141,927,288
80. Tangible assets 33,137,709 14,388,562
90. Intangible assets 34,307,556 4,565,071
of which
- goodwill
100. Tax assets 93,416,525 10,294,393
a) current 37,778,093 2,969,622
b) deferred 55,638,432 7,324,771
120. Other assets 205,860,256 23,613,308
TOTAL ASSETS 10,936,563,541 5,713,766,088

(*) The comparative figures at December 31, 2020 do not contain the balances at the same date of the company incorporated in the
course of 2021, DEPObank.

(**) In line with what is set forth in Bank of Italy Circular 262 of 2005 as updated, starting from December 31, 2021 the item “Cash and
cash equivalents” also includes current accounts and sight deposits at Central Banks, with the exception of the compulsory reserve,
as well as sight receivables (current accounts and sight deposits) from banks. For comparative purposes, the reclassification was also
performed on the figures at December 31, 2020.
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(Values in euro units)

Liabilities and shareholders' equity

12.31.2021

12.31.2020%

10. Financial liabilities measured at amortized cost

9,875,042,950

5,118,731,966

a) due to banks 781,958,910 755,323,661

b) payables due to customers 8,906,798,878 3,604,512,791

¢) securities issued 186,285,162 758,895,514

20. Financial liabilities held for trading 2,724,511 -
40. Hedging derivatives 4,814,350 -
60. Tax liabilities 96,423,957 78,373,474
a) current - -

b) deferred 96,423,957 78,373,474

80. Other liabilities 415,755,109 64,809,165
90. Employee severance pay 3,709,582 666,641
100. Provision for risks and charges 21,441,439 6,313,279
a) commitments and guarantees given 58,051 776,986

b) post-employment benefits and similar obligations 5,900,894 4,715,160

c) other provisions 15,482,494 821,133

110. Valuation reserves 4,060,028 3,921,324
140. Reserves 146,250,932 169,092,204
150. Share premium reserve 66,492,997 693,106
160. Share capital 142,690,771 131,400,994
170. Treasury shares (7,132,434) (3,517,312)
180. Profit (loss) for the period 164,289,349 143,281,247
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 10,936,563,541 5,713,766,088

(*) The comparative figures at December 31, 2020 do not contain the balances at the same date of the company incorporated in the course

of 2021, DEPObank.

Financial Statements 2021

115




116

Report on Operations

v

Financial statements for the year
ending December 31, 2021

Certification by the
Financial Reporting
Officer

Income Statement

Report of the Board of
Statutory Auditors

Report of the
Independent Auditors

(Values in euro units)

Items 2021 20200
10. Interestincome and similarincome 166,742,242 173,888,294
of which: interest income calculated according to the effective interest method 146,194,780 146,871,673
20. Interest expenses and similar charges (33,384,207) (36,683,178)
30. Interest margin 133,358,035 137,205,116
40. Fee and commission income 109,413,419 8,261,654
50. Fee and commission expense (28,480,140) (1,697,450)
60. Net fees and commissions 80,933,279 6,564,204
70. Dividends and similarincome 3,675,911 78,707,302
80. Profits (losses) on trading (376,454) 5,725,469
90. Profits (losses) on hedging 2,576,529 -
100. Profits (losses) on disposal or repurchase of: (12,649,882) 418,573
a) financial assets measured at amortized cost (6) -
b) financial assets measured at fair value through other comprehensive income - 362,572
¢) financial liabilities (12,649,876) 56,001

110. Profits (losses) on other financial assets and liabilities measured at fair value
through profit or loss 2,733,566 -
b) other financial assets subject to mandatory fair value measurement 2,733,566 -
120. Intermediation margin 210,250,984 228,620,664
130. Net losses/recoveries for credit risk associated with: 2,458,923 2,298,517
a) financial assets measured at amortized cost 2,605,512 2,287,236
b) financial assets measured at fair value through other comprehensive income (146,589) 11,281
150. Net result from banking activities 212,709,907 230,919,181
160. Administrative expenses: (154,043,895) (71,743,135)
a) personnel expenses (62,341,795) (32,592,976)
b) other administrative expenses (91,702,100) (39,150,159)
170. Net provisions for risks and charges 764,176 (274,476)
a) commitments and guarantees given 720,920 756,774
b) other net provisions 43,256 (1,031,250)
180. Net write-downs/write-backs on tangible assets (4,046,759) (1,989,195)
190. Net write-downs /write-backs on intangible assets (4,670,994) (1,918,668)
200. Other operating income/expenses 104,192,287 12,509,987
210. Operating costs (57,805,185) (63,415,487)
260. Profit (loss) before tax from continuing operations 154,904,722 167,503,694
270. Income taxes for the financial year on current operations 9,384,627 (24,222,448)
280. Profit (Loss) from current operations after tax 164,289,349 143,281,247

300.

Profit (loss) for the period
Basic earnings per share

Diluted earnings per share

164,289,349
0.879
0.840

143,281,247
0.810
0.811

(*) The Income Statement as of December 31, 2021 includes the balances of the months from March to December of the merged
DEPObank.
(**) The comparative figures at December 31, 2020 do not contain the balances at the same date of the merged company DEPObank.
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(Values in euro units)

Items 12.31.2021 12.31.2020
10. Profit (loss) for the period 164,289,349 143,281,247
Other income components net of taxes that may not be reclassified
to the income statement
20. Equity instruments carried at fair value through other comprehensive income
30. Financial liabilities carried at fair value through profit or loss (changes
in creditworthiness)
40. Hedging of equity instruments carried at fair value through other comprehensive
income
50. Tangible assets
60. Intangible assets
70. Defined-benefit plans (34,331) 7,312
80. Non-current assets held for sale and discontinued operations
90. Share of valuation reserves connected with investments carried at equity
Other income components net of taxes reclassified to the income statement
100. Hedging of foreign investments
110. Foreign exchange differences (38,188) 42,979
120. Cash flow hedges
130. Hedging instruments (undesignated elements)
140. Financial assets (other than equity instruments) measured at fair value through
other comprehensive income 211,224 79,908
150. Non-current assets held for sale and discontinued operations
160. Share of valuation reserves connected with investments carried at equity
170. Total other income components net of tax 138,704 130,199
180. Comprehensive income (Items 10+170) 164,428,053 143,411,446
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Financial statements for the year
ending December 31, 2021

Changes in Equity

Certification by the
Financial Reporting
Officer

Report of the Board of
Statutory Auditors

Report of the
Independent Auditors

As at 12.31.2020 Balances as at Changeto Balances as at Allocation of result for the
12.31.2019 opening 01.01.2020 previous year
balances
Reserves Dividends
and other
allocations
Share capital:
- ordinary shares 131,326,409 131,326,409
- other shares
Share premium reserve 693,106 693,106
Reserves:
- earnings 95,632,066 95,632,066 65,225,749
- others 6,768,054 6,768,054
Valuation reserves 3,791,125 3,791,125
Equity instruments
Treasury shares (1,762,756) (1,762,756)
Profit (Loss) for the year 65,225,749 65,225,749  (65,225,749) -
Shareholders’ equity 301,673,754 301,673,754 - -
Asat12.31.2021 Balances as at Changeto Balances as at Allocation of result for the
12.31.2020 opening 01.01.2021 previous year
balances
Reserves Dividends
and other
allocations
Share capital:
- ordinary shares 131,400,994 131,400,994
- other shares
Share premium reserve 693,106 693,106
Reserves:
- earnings 161,677,823 161,677,823 140,049,858
- others 7,414,381 7,414,381
Valuation reserves 3,921,324 3,921,324
Equity instruments
Treasury shares (3,517,312) (3,517,312)
Profit (Loss) for the year 143,281,246 143,281,246 (140,049,858) (3,231,388)
Shareholders’ equity 444,871,562 444,871,562 - (3,231,388)
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(Values in euro units)

Changes in the year Shareholders' Shareholders'
equity equity
attributableto  attributable to
Change in Shareholders' equity transactions thegroupasat  minorities as at
reserves 12.31.2020 12.31.2020
Issue of new Purchase Extraordinary Changes Derivatives ~ Stock options

shares of treasury distribution of in equity on treasury

shares dividends  instruments shares
74,585 131,400,994
693,106
820,008 161,677,823
(631,437) 1,277,764 7,414,381
130,199 3,921,324
947,913 (2,702,469) (3,517,312)
143,281,247 143,281,247
1,136,484 74,585  (2,702,469) 1,277,764 143,411,446 444,871,563

(Values in euro units)

Changes in the year Shareholders' Shareholders'
equity equity
attributableto  attributable to
Changein Shareholders' equity transactions thegroupasat  minorities as at
reserves 12.31.2021 12.31.2021
Issue of new Purchase Extraordinary Changes Derivatives ~ Stock options

shares of treasury distribution of in equity on treasury

shares dividends  instruments shares
11,289,777 142,690,771
65,799,891 66,492,997
1,155,080 (165,275,418) 137,607,343
1,421,236 (192,028) 8,643,589
138,704 4,060,028
2,363,892 (5,979,014) (7,132,434)
164,289,349 164,289,349
4,940,208 77,089,668  (5,979,014) (165,275,418) - - (192,028) 164,428,053 516,651,643
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Cash Flows

Indirect method

(Values in euro units)

Amount

12.31.2021 12.31.2020%"

A. OPERATING ACTIVITIES

1. Operations 172,220,777 144,095,868
- net profit/loss for the year (+/-) 164,289,349 143,281,247
- gains/losses on financial assets held for trading and other financial assets/liabilities
measured at fair value through profit or loss (-/+) (9,997,854)
- gains/losses on hedging operations (-/+) (2,576,529)
- net adjustments/recoveries for credit risk (+/-) (2,605,512) (2,287,236)
- net adjustments/recoveries on tangible and intangible assets (+/-) 8,857,088 3,907,863
- net allocations to provisions for risks and charges and other costs/income (+/-) 11,885,700 (806,006)
- taxes, duties and unpaid tax credits (+/-) 2,368,535
- net value adjustments/write-backs on discontinued operations, net of the tax effect
(+/-)
- other adjustments (+/-)
2. Cash flow generated/absorbed by financial assets 4,806,631,374 822,987,853
- financial assets held for trading 46,596,197

- financial assets carried at fair value

- other financial assets subject to mandatory fair value measurement

- financial assets measured at fair value through other comprehensive income 83,341,855 (82,827,946)

- financial assets measured at amortized cost 4,414,109,363 205,645,304

- other assets 262,583,959 700,170,495
3. Cash flow generated/absorbed by financial liabilities 5,162,003,917 787,558,047

- financial liabilities measured at amortized cost 4,770,197,596 768,122,341

- financial liabilities held for trading 2,724,511

- financial liabilities carried at fair value

- other liabilities 389,081,810 19,435,707
Net cash generated/absorbed by funding activities 527,593,320 108,666,062

(CONT'D)
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(Values in euro units)

Amount

12.31.2021 12.31.2020"

B. INVESTMENT ACTIVITIES
1. Liquidity generated by 3,675,911

- sales of equity investments

- dividends collected on equity investments 3,675,911

- sales of tangible assets

- sales of intangible assets

- disposals of business units

2. Liquidity absorbed by (70,168,582) (4,819,031)
- purchases of equity investments (8,564,073)
- purchases of tangible assets (27,191,029) (2,133,670)
- purchases of intangible assets (34,413,480) (2,685,362)

- purchases of business units

Net cash generated/absorbed by investing activities (66,492,671) (4,819,031)
C. FUNDING ACTIVITIES

- issue [ purchase of treasury shares (5,979,014) (2,702,469)
- issue/purchase of equity instruments 77,089,668 74,585
- distribution of dividends and other purposes (168,506,806)
Net cash generated/absorbed by financing activities (97,396,151) (2,627,884)
NET CASH GENERATED/ABSORBED DURING THE FINANCIALYEAR 363,704,498 101,219,146
Reconciliation
(Values in euro units)
Financial statement items Amount
12.31.2021 12.31.2020
Cash and cash equivalents at start of financial year 179,522,541 78,303,395
Total net cash generated/absorbed during the financial year 363,704,498 101,219,146

Cash and cash equivalents: effect of changes in exchange rates

Cash and cash equivalents at end of financial year 543,227,039 179,522,541

(**) Inline with what is set forth in Bank of Italy Circular 262 of 2005 as updated, starting from December 31, 2021 the item “Cash and cash
equivalents” also includes current accounts and sight deposits at Central Banks, with the exception of the compulsory reserve, as well
as sight receivables (current accounts and sight deposits) from banks. This modification entailed a reclassification for comparative
purposes of the above-mentioned items at December 31, 2020, which as a result also concerned the Cash flow statement.
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EXPLANATORY NOTES

Dear Shareholders,
The Notes are broken down into the following parts:

PartA
Part B
Part C
Part D
Part E
Part F
Part G
PartH
Part |

Part M

Accounting policies

Information on the Balance Sheet

Information on the Income Statement
Comprehensive income

Information on risks and related hedging policies
Information on shareholders’ equity

Business Combinations of companies or business units
Transactions with related parties

Share-Based Payments

Lease Reporting
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Part A - Accounting policies
A.1 GENERAL

Section 1 - Statement of compliance with international accounting standards

The financial statements as at December 31, 2021 have been prepared in accordance with the international
accounting standards (IASs/IFRSs) issued by the IASB, endorsed by the European Commission, as provided for
by Regulation (EC) No 1606 of July 19, 2002 governing the application of IASs/IFRSs and related interpretations
(IFRIC interpretations), endorsed by the European Commission and in force at the end of the reporting period.

The application of IFRSs is done by observing the “systematic framework” for the preparation and presentation
of financial statements (the Framework), with particular reference to the fundamental principle of substance
over legal form and the concept of materiality or significance of the information.

Section 2 - General preparation principles

The financial statements were prepared in accordance with the instructions provided by the Bank of Italy with
Circular no. 262 of December 22, 2005 “Banks’ financial statements: layout and preparation”, as subsequently
amended.

The financial statements include the statement of financial position, the income statement, the statement of
comprehensive income, the statement of cash flows, the statement of changes in equity and the notes to the
financial statements, and are accompanied by the Directors’ report on operations.

In accordance with the provisions of Article 5, paragraph 2, of Italian Legislative Decree no. 38 of February
28, 2005, the financial statements are drafted in euros, when not specified otherwise, and also show the
corresponding comparisons with the previous year.

The financial statements were prepared based on the general principle of prudence and on an accrual and going
concern basis, since, with reference to the operations and the financial and equity position of the Group, and
after examining the risks to which it is exposed, the Directors have not identified any issue that could raise
doubts on the Bank’s ability to meet its obligations in the foreseeable future.

Moreover, in the light of the supplementary provisions issued by the Bank of Italy in its communication of
December 15, 2020, the financial statements at December 31, 2021 have been prepared, where applicable,
in accordance with the recommendations set out in the following communications from the EBA (European
Banking Authority), ECB (European Central Bank) and ESMA (European Securities and Market Authorities):

p EBA communication of March 25, 2020 “Statement on the application of the prudential framework regarding
Default, Forbearance and IFRS 9 in light of COVID-19 measures”;

» ESMA communication of March 25, 2020 - "Public Statement.Accounting implications of the COVID-19
outbreak on the calculation of expected credit losses in accordance with IFRS 9
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b the document of the IFRS Foundation dated March 27, 2020 “IFRS 9 and COVID-19 - Accounting for expected
credit losses applying IFRS 9 Financial Instruments in the light of current uncertainty resulting from the
COVID-19 pandemic”;

p the ECB letter dated April 1, 2020 “IFRS 9 in the context of the Coronavirus (COVID-19) pandemic” addressed
to all significant institutions;

p the EBAguidelinesof April 2, 2020 “Guidelines on legislative and non legislative moratoria on loan repayments
applied in the light of the COVID-19 crisis”;

p the ESMA communication of May 20, 2020 “Implications of the COVID-19 outbreak on the half-yearly
financial reports”;

p the EBA guidelines of June 2, 2020 “Guidelines on reporting and disclosure of exposures subject to measures
applied in response to the COVID-19 crisis”;

p the ESMA communication of October 28, 2020 “European common enforcement priorities for 2020 annual
financial reports”;

p the EBA guidelines of December 2, 2020 “Guidelines amending Guidelines EBA/GL/2020/02 on legislative
and non legislative moratoria on loan repayments applied in the light of the COVID-19 crisis”;

p ECB letter of December 4, 2020 “Identification and measurement of credit risk in the context of the
coronavirus (COVID-19) pandemic” addressed to all significant institutions.

The above communications define a series of guidelines in order to support the Bank in the application of
accounting standards in light of the impacts of the COVID-19 pandemic.

Accounting standards, amendments and interpretations effective from 2021

The following is applicable from 2021.:

b Interest rate benchmark reform - Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16). As a
result of the IBOR reform process, the IASB Board has launched a project divided into two distinct phases:

— Phase 1 completed in September 2019 (entry into force: from January 1, 2020): the objective of the
IASB Board was to introduce mandatory temporary exceptions to the general hedge accounting model in
order to avoid the interruption of hedging relationships due to uncertainties about the timing and amount
of future cash flows during the transition phase to the new benchmarks;

— Phase 2 completed in August 2020 (entry into force on January 1, 2021): the objective of the IASB Board
was to insert some practical expedients and some facilitations in order to limit the accounting impacts
deriving from the reform of the IBORs.

p COVID-19-related rent concessions (Amendment to IFRS 16):

Given the significant increase in rent concessions following the COVID-19 pandemic and the complexity of
their accounting treatment, which is based on a preliminary analysis of contractual clauses and applicable
regulations, the IASB Board amended IFRS 16 by inserting a practical expedient that simplifies the accounting
of rent concessions by lessees only.

The Bank took into consideration the aforementioned changes introduced by the IASB from January 1, 2021,
not seeing significant impacts on the related accounts.
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Section 3 - Events after the reporting date

Issue of the “Additional Tier 1" capital instrument

The Bank sent the Bank of Italy a request for authorization to exercise the Tier Il call option, planned for March
2022. Subsequently, on January 19, 2022, the first unsecured, rated Additional Tier 1 subordinated bond was
placed at par for a total nominal amount of €150 million, which is perpetual in duration and has the right to
repayment reserved to the issuer starting from the fifth year.

Payment of dividends by foreign subsidiaries

In the course of the first quarter of 2022, the foreign subsidiaries BFF Polska S.A. and BFF Finance Iberia S.A. will
distribute dividends to the parent company BFF Bank S.p.A. for a total amount of up to €69 million.

Inrelation to BFF Polska, the subsidiary, after approval by the supervisory board, will need to obtain authorization
for the distribution of profits and reserves by the Sole shareholder’s meeting, which will also approve, inter alia,
the 2021 Financial Statements, and will be held by March 17, 2022.

For BFF Finance Iberia S.A., the Shareholders' Meeting held on February 14, 2022 approved the distribution of
reserves, consisting inter alia of the profit from 2021, for the payment of dividends to the Bank.

Establishment of the new company BFF Immobiliare S.r.l.

On January 19, 2022, the company BFF Immobiliare S.r.I., a wholly owned subsidiary of BFF Bank S.p.A., was
established. This company was established with a view to finalizing the Casa BFF operation, which involved the
purchase of a buildable area and the subsequent development of an office building which will become the new
registered office of the BFF Group and will house all of the Bank’s personnel present in the city of Milan, who are
currently divided between three different buildings.

Assessments concerning the possibility of distributing interim dividends during the
year and related resolutions

On February 10, 2022, the Board of Directors committed to carrying out, already starting in 2022, all initiatives
required for the distribution of interim dividends during the year, when legal conditions so permit.

Changes in the composition of the Board of Directors of BFF Bank S.p.A.

On February 3, 2022, Ms. Barbara Poggiali, Independent and non-executive director, as well as Chairwoman of
the Remuneration Committee and member of the Bank’s Nominations Committee, resigned from office.

On February 10, 2022, the Board of Directors approved the appointment by co-option of Ms. Monica Magri to
replace Ms. Poggiali.

On February 24, 2022, Ms Amélie Scaramozzino, Independent and non-executive director, as well as member
of the Remuneration Committee and member of the Committee for the evaluation of transactions with related
parties and associated entities, resigned from office.

On March 1, 2022, the Board of Directors approved the appointment by co-option of Ms. Anna Kunkl to replace
Ms. Scaramozzino.
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It should be noted that:
p noindemnities or other benefits are due following departure from office;

) atthe date of their resignations, Ms. Poggiali and Ms. Scaramozzino did not hold, either directly or indirectly,
ordinary shares of the Bank, pursuant to Article 1A.2.6.7 of the Instructions to the Regulation on Markets
organized and managed by Borsa Italiana S.p.A.

Changes in the composition of the Board of Statutory Auditors

Please note that, on February 18, 2022, Ms. Paola Carrara, Chairwoman of the Board of Statutory Auditors,
resigned effective as of the earlier of (i) the date of the Shareholders' Meeting called to approve the Group's
financial statements at December 31, 2021 and (ii) March 31, 2022.

Ukraine-Russia crisis

Following the crisis between Russia and Ukraine, culminating in the military intervention launched by Russia on
February 24, and the resulting countermeasures undertaken by the international community and by parties in
the international financial sector, please note that the BFF Group does not have trade exposure to the Russian
or Ukrainian markets, and undertakes to rigorously monitor the interbank processing activity of the Payments
Business Unit in compliance with the restrictions imposed on Russia.

Section 4 — Other issues

Shareholder Structure

On February 10, 2021, with markets closed, Scalve S.a r.l. (*Scalve”), a company controlled by Massimiliano
Belingheri, CEO of BFF, initiated a reverse accelerated book-building ("RABB”) targeted exclusively at
institutional investors and aimed at purchasing a maximum of 3.5 million BFF ordinary shares. The completion
of the RABB transaction took place the following day, February 11, 2021, with the acquisition by Scalve of
1,938,670 BFF ordinary shares.

On the same date of February 11, 2021, BFF Luxembourg S.a r.l. (Centerbridge) ("BFF Lux") initiated, and then
concluded on February 12, the sale of all remaining shareholdings in BFF:

(i) through an accelerated bookbuilding (ABB) procedure (ABB), targeting certain categories of institutional
investors, for 11,806,970 shares; and

(ii) following the exercise of the call option by Massimiliano Belingheri, with physical delivery of 1.76 million
shares, envisaged pursuant to the relevant existing Lock up and Option Agreement.

Following this transaction BFF Lux completed its exit from the capital of BFF, and Massimiliano Belingheri
came to hold — both directly and indirectly through persons closely related to him (Scalve and Bray Cross Ltd.) -
approximately 10.03 million BFF shares (10.17 million at December 31, 2021 equal to 5.49% of the share capital
of BFF).

Following the elimination of BFF Luxembourg S.a r.l.'s shareholding in the Bank in February 2021, the Bank of

ltaly, via a notice dated February 23, 2021, removed the Group with Luxembourg S.a r.l. at the top from the
register of banking groups.
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On March 5, 2021 the Bank issued to Equinova UK HoldCo Limited (“"Equinova”®) 14,043,704 new BFF ordinary
shares for the merger by incorporation of DEPObank — Banca Depositaria Italiana S.p.A. (*"DEPObank”) into
BFF. These shares represented a quota of 7.604% of BFF's share capital at that date.

As of December 31, 2021, Equinova is the main shareholder of BFF with 7.58% of the share capital; it is followed
by BFF management (CEO, 4 Vice Presidents in office at that date, and their respective closely related persons)
with 5.59%. The remaining 86.84% is floating, and includes treasury shares (995,005, equal to 0.54%).

Acquisition of DEPObank — Banca Depositaria Italiana S.p.A.
Merger by incorporation into BFF Bank S.p.A.

On March 1, 2021 Banca Farmafactoring S.p.A. completed the closing of the acquisition transaction. (*"BFF”)
of DEPObank — Banca Depositaria Italiana S.p.A. ("DEPObank”) and subsequent merger by incorporation of
DEPObank. On March 5, 2021 the Bank also changed its name to BFF Bank S.p.A.

As a result of the closing, BFF:

(i) completed the purchase of approximately 76% of the share capital of DEPObank from the shareholders
thereof, including the shareholder of reference Equinova UK HoldCo Limited ("Equinova”); and

(i) entered into the relative merger deed with DEPOBank, through which, effective March 5, 2021, the merger
by incorporation of DEPObank into BFF was finalized (with the consequent exchange into BFF Bank shares
of the remaining approximately 24% of the share capital of DEPObank, and related increase in the share
capital of BFF Bank). Following this capital increase, Equinova holds 7.6% of the share capital of the new
“combined entity”.

With the merger by incorporation of DEPObank S.p.A. into BFF Bank S.p.A., the largest specialized finance
operator in Italy was born, with a specific focus on securities services, payments, factoring services and the
management of trade receivables from the Public Administration.

To ensure full continuity and efficiency, DEPObank's business activities have been merged into an independent
division within BFF.

The recognition of business combinations is governed by the international accounting standards IAS/IFRS issued
by the IASB and endorsed by the European Commission, and specifically by IFRS 3 Business Combinations.

In particular, IFRS 3 revised requires a purchaser to be identified for all business combinations. The latter must
be identified in the entity that obtains control of another entity or group of businesses. The acquisition, and
therefore the first-time consolidation of the acquiree, is accounted for on the date in which the acquirer obtains
effective control of the business or the assets acquired. When the acquisition occurs through a single exchange
transaction, the exchange date generally coincides with the acquisition date. However, it is always necessary to
verify the existence of any agreements between the parties which could involve a transfer of control before the
exchange date.

The consideration transferred in a business combination is measured as the sum of the fair value, at the exchange

date, of the assets sold, the liabilities incurred or assumed, and the equity instruments issued by the acquirer in
exchange for control.

8) Equinova is the holding company of Advent International Corporation, Bain Capital Private Equity Europe LLP and Clessidra SGR S.p.A., which
was the main shareholder of DEPObank (of which as of March 1, 2021 it held a 91.6% stake in the share capital).
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Business combinations are accounted for using the “acquisition method”, which requires identifiable assets
acquired (including any intangible assets not previously recognized by the acquiree) and liabilities assumed
(including contingent liabilities) to be measured at their fair values at the acquisition date.

In accordance with the aforementioned accounting standard, the Bank concluded the process of definitively
allocating the Purchase Price of DEPObank S.p.A. (so-called “Purchase Price Allocation” - PPA), recording
badwill of €76.9 million at December 31, 2021.

Pursuant to IFRS 3 revised, the Bank is required to value the assets and liabilities acquired at their fair value
(at the date of acquisition of control) and compare the shareholders' equity at fair value (difference between
estimated assets and liabilities at fair value) with the purchase price. This process, defined as the PPA (*Purchase
Price Allocation”), involves determining, at the date of acquisition of control by BFF Bank (or March 1, 2021),
the assets (including intangibles) and liabilities (including contingent liabilities, even those that are not likely)
at their fair value. The difference between the fair value of the net assets and the price paid expresses badwill
which, according to IAS/IFRS, must be recognized directly in the income statement.

For further information, please refer to the specific Section G “Business combinations” in the Explanatory Notes
to these financial statements.

For the purposes of the transaction in question, the Bank recognized a total price of €293.9 million, lower than
the book value of shareholders' equity at the acquisition date, equal to €437.3 million.

PPA activities involve:

P restating at fair value the assets and liabilities already recognized in the financial statements of the acquired
entity, derecognizing any goodwill previously posted and estimating any internally generated intangibles;

b estimating badwill as the difference between assets and liabilities restated at fair value inclusive of intangibles
recognized and the price consideration.

Aside from recognizing a price for the acquisition of 76% of the shares, equal to €217 million, the Purchase
Agreement calls for possible future earn out payments by the Bank, linked to extraordinary positive income
components deriving from the release of specific provisions previously recognized in the financial statements
and for a maximum amount of €11 million, and the savings actually achieved following the renegotiation of
certain IT contracts (with Nexi) for a maximum of €10 million.

The Bank found that at March 1, 2021, the payment of the IT earn out is certain, as is the relative outlay planned
for the years 2027-2039, when the savings will actually be realized. The management instead believes that the
earn outs linked to positive income components deriving from the release of provisions have no likelihood of
occurring. In order to estimate the Price Consideration, the present value was estimated (at the rate expressing
the cost of debt, equal to the sum of the interbank rate at the end of each specific year plus a spread) of future
payments deriving from the agreement with NEXI, assigning a likelihood of occurrence of 100%, while the
value of the earn outs linked to the release of provisions was attributed a null value, as there is no likelihood of
occurrence. The price inclusive of such outlays was estimated as €302.2 million (€293.93 million + €8.27 million).
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Inspection of the Bank of Italy Supervisory Authority

Please note that, in the period between March 8 and June 24, 2021 the Bank of Italy performed an inspection
at BFF, pursuant to Articles 54 and 68 of Italian Legislative Decree no. 385/83, as subsequently amended (the
"TUB").

The Supervisory Authority submitted the results of the above-mentioned assessments to the Bank’s Board of
Directors on November 4, 2021.

On December 22 2021, the Bank submitted its considerations relating to the findings provided to the Banking
Supervision 2 (5B2) and Supervisory Inspectorate (VIS) Services, notifying them of the measures taken and
those that it intends to take.

Ratings of BFF Bank S.p.A.

Following (i) the completion of the acquisition of DEPObank on March 1, 2021, (ii) the consequent effectiveness
of the merger by incorporation of DEPObank into BFF on March 5, 2021, as well as (iii) the approval of the
"2021-2023 BFF Banking Group Financial Plan", presented to the market on March 15, 2021, the Moody's rating
agency took the following rating actions on BFF on April 21, 2021, also confirmed during the periodic review on
December13, 2021:

p itincreased the Long-Term Bank Deposit rating to “Baa2” from “Baa3"” with a Stable outlook (from Positive),
the second-highest rating class among all Italian banks rated by Moody's at that date;

) itincreased BFF's Baseline Credit Assessment ("BCA") from "Ba3" to "Ba2", the second-highest rating among
the less significant Italian banks (Less Significant Institutions - LSI) assessed by Moody's on that date, to
reflect the agency's opinion that, following the acquisition of DEPObank, BFF will continue to generate high
returns while maintaining low-risk assets. Moody's recognizes that the acquisition of DEPObank results in a
benefit to BFF's funding and liquidity profile, as the Bank has obtained access to a broad deposit base and a
high amount of liquid assets;

p it decreased the Long-term Issuer rating to "Ba2" from "Bal", with a Stable outlook (from Developing), due
to the lower proportion of senior debt at a consolidated level compared to the total of banking activities, a
direct consequence of the greater size of the balance sheet following the merger of DEPObank;

p it changed the long-term rating outlook to Stable, to reflect the agency's view that BFF will maintain high
asset quality, good profit generation and a strong funding profile over the next 12-18 months. Moody's
also believes that compared to other Italian commercial banks BFF is less exposed to the recessionary risks
deriving from the pandemic caused by the Coronavirus thanks to its business model.

In summary, Moody’s ratings of BFF in April 2021, confirmed in December 2021, are as follows:
D Long-term Issuer rating: “Ba2”, outlook Stable;

p Long-term Bank Deposit rating: “Baa2”, outlook Stable;
p Short-term Bank Deposit rating: “P-2";

» BCA:"Ba2".

For further information refer to the press release and the Moody's Credit Opinion published on the Agency's
website and the Investors > Debt > Ratings section of the Group website.
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Lastly note that on March 10, 2021 Standard & Poor’s Global Ratings declared that it had withdrawn its "BB-/
Watch Pos/B Issuer Credit Rating" on DEPObank following the above-mentioned merger with the BFF Group. At
the time of withdrawal the ratings on DEPObank were listed on Credit Watch with positive opinions.

Risks, uncertainties and impacts of the COVID-19 epidemic

Material events in 2021 include the continuation of the emergency and the spread of COVID-19 (hereinafter
the “Coronavirus”), which in the first weeks of the previous year initially affected China, to then spread to other
countries, with repercussions for their economic activity.

These factors of instability, which manifest to a significant degree, had a considerable impact on Italy's future
growth prospects, with repercussions for the economy at large and financial markets, as a result of decisions
taken by government authorities to contain the spread of the epidemic.

The current state of global emergency precipitated by COVID-19 represents a factor of instability that generally
has a considerable impact on the macroeconomic scenarios of the countries in which BFF operates and their
GDP growth prospects as a result of the restrictive containment measures put in place by the public authorities.
At the same time, the various European governments have implemented a series of measures in support of the
economy, including injections of liquidity into the system.

However, in relation to the Bank's business, again in 2021 the impacts are believed to have been contained and
may be summarized as follows:

b a slowdown in the process of developing new business relationships, which, given the characteristics of
the service offered, requires intense, extended communications efforts; this process was thus adversely
impacted, once again, by remote working conditions;

b an acceleration in collections of more recent invoices, driven by the considerable liquidity in the system,
which was channelled to payment of those debt positions that presented lesser complexity (i.e., generally,
more recent invoices);

b positive effects in the Securities Services area due to the growth trend in assets under management in Italy,
leading to a positive start in 2021. The increase was achieved partly as a result of the appreciation of the
markets and partly thanks to the increase in net inflows;

p disparate effects in the area of Payments due to the different dynamics that COVID-19 has had on the various
activities and consequently on the various services offered by the Group: positive in the area of interbank
processing, partially positive in the card area where there was a limited recovery in low retail, travel and
tourism spending, negative as expected in the area of cheques and bills.

In light of the Bank's business model and the nature of its risk counterparties, the COVID-19 epidemic did not
entail changes to the model for determining expected losses. However, actions were taken starting from last
year resulting in an update by the Bank of its macroeconomic scenarios to include the effects of the pandemic
within ECL estimates (for further details, please see the paragraph “IFRS 9 - Update to reflect the COVID-19
financial crisis”). For information on the moratoria granted, please see the paragraph “Contractual amendments
due to COVID-19".

Following is information on topics and measures undertaken during 2021:

) business continuity: the Bank has continuously monitored the situation and its operations have been
guaranteed without any critical issues. In this context, particular attention has been paid to operational risks,
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with appropriate measures to guarantee operations. To date there have not been any business continuity
issues. In fact, the IT structure was already reinforced last year. Moreover, the acquisition of DEPObank in
early March was among the significant transactions in the first nine months of 2021.

Staff are now fully operational, working both remotely and in person, alternating groups, and are equipped
with the tools needed to telework. The services provided by suppliers and outsourcers have not suffered any
deterioration in terms of quality or quantity, nor has service been disrupted. Any deterioration in the quality
of the service — which in any case is not able to compromise the Group's operations — is in fact subject to
tracking and evaluation/resolution in a specific internal application.

commercial aspects: with regard to the Factoring and Lending BU, note that the COVID-19 pandemic affected
all the countries that the Group operates in offering non-recourse factoring and/or customer financing, but,
nonetheless, the Group continued to operate throughout the emergency period, guaranteeing full efficiency
to current and potential customers. The restrictive measures put in place due to the pandemic have had
a significant impact on credit risk, but the Bank has suffered relatively little as the main customers are
large companies or multinationals. In this context, the Group encountered a certain degree of difficulty in
developing new commercial relationships and the inflow of liquidity to local governments also accelerated
payments of the most recent invoices. To the contrary, there have been lower collections of late payment
interest, but with higher rates of success.

With regard to the Securities Service BU, in 2021, despite the negative influence of the pandemic, customer
assets (both fund services and global custody) maintained a positive trend.

With regard to the activity of the custodian bank, the net inflows of mutual funds and pension funds also
showed a higher growth trend than in the pre-COVID period, in fact making up for all of the negative financial
market effects linked to the pandemic. With regard to commercial developments, we noted a positive trend
in 2021 in AlFs, whose closed commercial initiatives recorded growth compared to the negotiations closed in
the same period of 2020.

With regard to the Payment BU, while on one hand there are important signs of recovery in interbank
mediation services (e.g. transfers and collections) and collection and payment of corporate customers and
the public administration, on the other hand the effects of the COVID-19 pandemic continued to limit growth
— even expected at a system level — of payment transactions whose instruments depend on an "in-person"
logic (e.g. payments with cards, cheques, etc.).

liquidity: despite the current macroeconomic scenario, characterized by the continuation of the COVID-19
pandemic, the Bank has maintained the necessary measures to monitor and control the liquidity position.
The Bank:

(i) when deemed necessary, reserves the right to perform stress analyses that are more frequent and more
detailed as well as with increasing and variable impacts,

(i) maintains a significant share of assets freely available to meet unforeseen liquidity needs, also thanks to
the contribution deriving from the operation concluded during the month of March 2021 with DEPObank;

(iii) monitors the markets, including through continuous comparison with market operators and related
banks; and

(iv) continues to closely monitor the collection trends of Public Administration debtors.

capital requirements: there are no particular impacts on Own Funds and regulatory requirements following
the COVID-19 health emergency. Capital ratios in the final quarter of the year remain well above the minimum
required by the Regulator.
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b the health emergency has not affected lease contracts (IFRS 16), actuarial gains/losses related to the
severance indemnity fund (IAS 19) and the conditions of accrual of share-based payments (IFRS 2).

Contractual amendments due to COVID-19

In line with what is set forth in the EBA guidelines of December 2, 2020 “Guidelines amending Guidelines EBA/
GL/2020/02 on legislative and non legislative moratoria on loan repayments applied in the light of the Covid-19
crisis”.

The Bank has not granted moratoria to its counterparties.

Statutory audit

The Shareholders' Meeting of Banca Farmafactoring S.p.A. (now BFF Bank S.p.A.) held on April 2, 2020
appointed the auditing firm KPMG S.p.A. to audit the financial statements from 2021 to 2029, pursuant to the
provisions of Article 2409-bis of the Italian Civil Code and Italian Legislative Decree 39/2010.

A.2 MAIN ITEMS OF THE FINANCIAL STATEMENTS

The following describes the accounting policies adopted to prepare the financial statements at December 31,
2021, in accordance with IAS 1 and the instructions contained in Bank of Italy Circular no. 262 of December 22,
2005, as amended.

These accounting policies include the main criteria for recognizing, classifying, measuring and derecognizing
the main assets and liabilities as well as for recognizing revenues and costs, is provided below along with other
information.

Financial assets

The accounting standard IFRS 9 divides financial assets into three categories:
p financial assets measured at fair value through profit or loss;
b financial assets measured at fair value through other comprehensive income;

p financial assets measured at amortized cost.
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1 - Financial assets measured at fair value through profit or loss

Classification criteria

This category includes financial assets other than those classified as financial assets measured at fair value
through other comprehensive income or as financial assets measured at amortized cost. Specifically, this item
includes:

b financial assets held for trading;

p financial assets with obligatory fair value measurement, represented by the financial assets that do not meet
the requirements for measurement at amortized cost or fair value through other comprehensive income.
These are financial assets whose contractual terms do not exclusively provide for capital repayments and
interest payments on the amount of capital to be repaid, or which are not held in connection with a “*Hold-to-
Collect” business model, or whose objective is a “Held-to-Collect-and-Sell” business model;

p financial assets carried at fair value, namely financial assets defined in this way at the time of initial
recognition and where the requirements are met. In such cases, on recognition an entity can irrevocably
designate a financial asset as being measured at fair value through profit or loss if and only if by so doing it
would eliminate or significantly reduce an inconsistency in measurement.

This item therefore includes:

p debtinstruments and loans that are included in an other/trading model (therefore not related to the "hold-
to-collect" or "held-to-collect-and-sell" business models) or that fail the contractual characteristics test (SPPI
test);

b equity instruments —which cannot be qualified as controlling or connected — for which the designation at fair
value through comprehensive income has not been made upon initial recognition;

» UClunits.

The item also includes derivatives, recognized among financial assets held for trading, which are represented
as assets if the fair value is positive.

In accordance with the general rules in IFRS 9 regarding the reclassification of financial assets (except for equity
securities, for which no reclassification is permitted), reclassifications to other categories of financial assets are
not permitted unless the entity changes its business model for managing financial assets. In such cases, which
are expected to be very infrequent, the financial assets may be reclassified from the category of assets measured
at fair value through profit or loss to one of the other two categories permitted by IFRS 9 (Financial assets
measured at amortized cost or Financial assets measured at fair value through other comprehensive income).
The transfer value is the fair value measured at the reclassification date, and the effects of reclassification apply
prospectively from said date. In this case, the effective interest rate of the reclassified asset is determined on
the basis of its fair value on the reclassification date. That date is taken to be the date of initial recognition, for
credit risk stage assignment for impairment purposes.
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Recognition criteria

The initial recognition of financial assets takes place on the date of settlement for debt instruments and equity
instruments, on the date of disbursement for loans, and on the date of subscription for derivatives.

Financial assets at fair value through profit or loss are initially recorded at fair value, normally represented by
the price of the transaction, without considering the costs or income of the transaction directly attributable to
the instrument itself.

Measurement criteria

After initial recognition, financial assets measured at fair value through profit or loss are measured at fair value.
The effects of applying this measurement criterion are charged to the income statement.

To determine the fair value of financial instruments listed on an active market, market prices are used. In the
absence of an active market, commonly adopted estimation and valuation models are used. These take into
account all the risk factors related to the instruments and are based on observable market data such as: the
valuation of listed instruments with similar characteristics, discounted cash flow calculations, option pricing
models, the recorded values of recent comparable transactions, etc.

For equity instruments and derivatives not quoted on an active market, the cost criterion is used to estimate
the fair value only on a residual basis and in a limited number of circumstances, namely if none of the above
valuation methods can be applied or if there is a wide range of possible fair value valuations, within which the
cost is the most significant estimate.

Derecognition criteria

Financial assets or parts of financial assets are derecognized if and only if disposal entails the substantial transfer
of all the related risks and benefits.

Specifically, financial assets sold are derecognized when the entity retains the contractual rights to receive the
cash flows of the asset but enters into a simultaneous obligation to pay those cash flows and only those cash
flows to third parties, without significant delays.

2 - Financial assets measured at fair value through other comprehensive
income

Classification criteria

According to IFRS 9, a financial asset is included in this category if both of the following conditions are met:

b the financial asset is held within a business model whose objective is achieved by both collecting contractual
cash flows and selling financial assets (HTC&S business model); and

b the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding (meeting the SPPI test).
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In particular, this item includes:

p debtinstruments that are included in a Hold to Collect and Sell Business Model and that pass the contractual
characteristics test (SPPI test);

P equity instruments, which cannot be qualified as controlling, associated or connected and which are not held
for trading, for which the option for designation at fair value through other comprehensive income has been
exercised.

In addition, equity instruments for which the Bank has decided to use the FVOCI (Fair Value through Other
Comprehensive Income) option are also measured at fair value through OCI. The FVOCI option provides for the
recognition in OCI of all income components relating to these instruments, without any impact (even in the
event of disposals) on profit or loss.

The Bank has decided to use the FVOCI option for the equity instruments held, whose amount is not significant.

HTC&S business model

Financial assets classified in the HTC&S business model are held to collect contractual cash flows and to sell the
financial assets. Sales are therefore more frequent and significant compared to a hold to collect business model.
This is because selling financial assets is integral to achieving the business model's objective instead of being
only incidental to it.

These assets can be held for an indefinite period of time and can fulfil the need to access liquidity or respond to
fluctuations in interest rates, exchange rates or prices.

Therefore, unlike in the case of financial assets measured at amortized cost (HTC), IFRS 9 does not require
defining thresholds in terms of frequency and significance of sales for the HTC&S business model.

That said, taking a prudent approach, the Bank defined a maximum annual turnover ratio for the securities
portfolio allowing to distinguish this business model from the Other model (i.e., assets held for trading),
calculated as the ratio of the total value of sales to the average stock for the year ((opening stock + closing
stock)/2).

As far as the reclassification of financial assets is concerned (excluding equity securities, which are not eligible
for reclassification), IFRS 9 allows an entity to reclassify its financial assets to other categories of financial assets
if and only if the business model for managing those assets changes.

In such cases, which are expected to be very infrequent according to the standard, financial assets can be
reclassified from FVOCI to one of the other two categories provided for by IFRS 9 (amortized cost or FVPL).
The transfer value is the fair value measured at the reclassification date, and the effects of reclassification apply
prospectively from said date. More specifically, if a financial asset is reclassified to amortized cost, its fair value
at the reclassification date is adjusted to reflect the accumulated gains (losses) recognized in the revaluation
reserve. On the contrary, if a financial asset is reclassified to FVPL, the accumulated gains (losses) previously
recognized in the revaluation reserve are reclassified from equity to profit (loss) for the period.

Reclassifications to other categories of financial assets are not permitted unless the entity changes its business
model for managing financial assets. In such cases, which should be highly infrequent, financial assets can be
reclassified from FVOCI to one of the other two categories provided for by IFRS 9 (amortized cost or FVPL). The
transfer value is the fair value measured at the reclassification date, and the effects apply prospectively from
said date with the following impacts:
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p if a financial asset is reclassified to amortized cost, its fair value at the reclassification date is adjusted to
reflect the accumulated gains (losses) recognized in the revaluation reserve.

b onthecontrary, ifafinancial assetis reclassified to FVPL, the accumulated gains (losses) previously recognized
in the revaluation reserve are reclassified from equity to profit (loss) for the period.

Recognition criteria

The initial recognition of financial assets takes place on the date of settlement for debt and equity instruments.

On initial recognition, the assets are measured at fair value, including transaction costs or income directly
attributable to the instrument.

Measurement criteria

With regard to debt securities, these assets are subsequently measured at fair value, with the interest
recognized at amortized cost in the income statement under item 10 “Interest and similar income”. Gains and
losses arising from changes in fair value are recognized in equity under item 110 “Revaluation reserves” except
forimpairment, which is recognized under item 130 “Net adjustments to/reversals of impairment of: b) financial
assets measured at fair value through OCI".

Gains and losses are recognized in Revaluation reserves until the financial asset is disposed of, when the
accumulated gains or losses are recognized in the income statement under item 100 “Gains (losses) on disposal
or repurchase of: b) financial assets measured at fair value through OCI".

Fair value changes recognized under item 110 “Revaluation reserves” are also reported in the statement of
comprehensive income.

Equity instruments (shares) not traded in an active market, whose fair value cannot be determined reliably due
to the lack or unreliability of the information needed for fair value measurement, are measured at their last
reliably measured fair value.

Equity instruments that were classified in this category are valued at fair value and the amounts recognized as
a contra-entry of net equity (Statement of comprehensive income) must not then be transferred to the income
statement, not even in the case of disposal. The only component referring to the equity instruments in question
subject to recognition in the income statement is the relative dividends.
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For the purposes of IFRS 9, the impairment of financial assets included in these categories is recognized in three
different stages based on the relevant credit risk level.

More specifically, for Stage 1 instruments (financial assets that are not credit-impaired on initial recognition and
instruments without significant increase in credit risk since initial recognition), 12-month expected credit losses
are recognized at the initial recognition date and at each subsequent reporting date.

For Stage 2 instruments (assets with significant increase in credit risk since initial recognition but not credit-
impaired) and Stage 3 instruments (credit-impaired exposures), lifetime expected credit losses are recognized
instead.

For debt instruments, any circumstances indicating that the borrower or issuer is experiencing financial
difficulties such as to prejudice the collection of principal or interest constitute evidence of impairment.

If there is objective evidence of impairment, the cumulative loss that was initially recognized in equity under
item 110 “Revaluation reserves” is transferred to the income statement under item 130 “Net adjustments to/
reversals of impairment of: b) financial assets measured at fair value through OCI”. The amount transferred to
the income statement is equal to the difference between the asset’s carrying amount (value at initial recognition
net of any previous impairment losses already recognized in the income statement) and its current fair value.

If the fair value of a debt instrument increases and such increase can be objectively attributable to an event
relating to the improvement in the debtor’s creditworthiness, occurring in a period subsequent to the
recognition of impairment in the income statement, the impairment is reversed and the amount of the reversal
is recognized in the same income statement item. This does not apply to equity securities, which are not tested
for impairment.

After the reinstatement, the carrying amount cannot in any case exceed measurement at amortized cost had
the impairment loss not been recognized.

Adjustments/reversals of impairment are recognized according to the staging allocation criteria and the
following risk parameters: probability of default (PD), loss given default (LGD), and exposure at default (EAD)—
defined in accordance with the subsequent paragraph “Measurement of impairment losses on financial assets”.

Equity instruments are not subjected to the impairment process.

Derecognition criteria

Financial Assets measured at fair value through profit or loss are derecognized when the contractual rights
expire and when, following disposal, substantially all of the risks and rewards relating to the financial asset
sold are transferred. On the other hand, if a significant portion of the risks and rewards relating to the disposed
financial assets has been retained, they continue to be recognized in the financial statements, even if legally
their ownership has been effectively transferred.
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3 - Financial assets measured at amortized cost

Classification criteria
According to IFRS 9, a financial asset is included in this category if both of the following conditions are met:

a) the financial asset is held within a business model whose objective is to hold financial assets in order to
collect contractual cash flows (HTC business model); and

b) the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding (meeting the SPPI test).

On the basis of the accounting statements provided for by the Bank of Italy’s Circular no. 262 of December 22,
2005, as amended, this financial statement item includes:

) receivables due from banks in the various technical forms;

b receivables due from customers, in the various technical forms, which also include debt securities classified
in the HTC business model and that passed the SPPI test.

Receivables due from banks relate essentially to ordinary current accounts of the Group companies and loans
with banking counterparties in the various technical forms.

Receivables due from customers are primarily comprised of debt instruments, receivables due from debtors
relating to factoring activities and late payment interest, computed based on receivables purchased on a
non-recourse basis in accordance with laws in force (ltalian Legislative Decree 231/2002 “Implementation of
Directive 2000/35/EC on combating late payments in commercial transactions”), as well as loans to customers
in the various technical forms.

BFF's receivables from factoring transactions almost exclusively refer to non-recourse purchase transactions
involving the full transfer of all the risks and rewards relating to receivables.

HTC business model

Financial assets measured at amortized cost are held within a business model whose objective is to obtain
contractual cash flows by collecting payments over the lifetime of the instrument.

Not all assets shall necessarily be held to maturity. IFRS 9 provides the following examples of cases in which the
sale of financial assets may be consistent with the HTC business model:

) salesare attributable to the increased credit risk of a financial asset;

b sales are infrequent (even if significant in terms of amount) or insignificant at an individual level and in
aggregate form (even if frequent);

D Sales take place close to the maturity of the financial asset and revenues from the sales are close to the
amount of the remaining contractual cash flows.

The Bank identified thresholds of significance for frequency and volumes of sales, required to analyze whether
the HTC business model has been maintained.
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Therefore, in the event of sales (consistently with the business model concerned), by virtue of common market
practice, a percentage of significance for annual sales volumes has been defined, determined as the sum of the
value of sales made during the year/the carrying amount of the HTC portfolio at the beginning of the year.
With respect to the frequency of sales, the BFF Banking Group has defined a monthly threshold, as set out in the
(RAF) Risk Appetite Framework, which, in line with the maximum acceptable risk, defines the business model
and the strategic plan - risk appetite, tolerance thresholds, risk limits, risk governance policies and the processes
of reference for designing and implementing them.

As far as the reclassification of financial assets is concerned, IFRS 9 allows an entity to reclassify its financial
assets to other categories of financial assets if and only if the business model for managing those assets changes.
In such cases, which are expected to be very infrequent according to the standard, financial assets can be
reclassified from amortized cost to one of the other two categories provided for by IFRS 9 (FVOCI or FVPL).
The transfer value is the fair value measured at the reclassification date, and the effects of reclassification
apply prospectively from said date. Gains or losses arising from the difference between the amortized cost of a
financial asset and its fair value are recognized in the income statement in the case of a reclassification to FVPL,
or in equity, as part of the relevant revaluation reserve, in the case of a reclassification to FVOCI.

Recognition criteria

With respect to receivables from factoring transactions, such assets are initially recognized at fair value, which
usually corresponds to the consideration paid, including transaction costs and income which are directly
attributable to the acquisition and provision of the financial asset, although not yet settled.

Specifically, non-recourse receivables:

a) purchased on anon-recourse basis, with substantial transfer of all risks and rewards as well as cash flows, are
initially recognized at fair value, represented by the face value of the receivable net of fees and commissions
charged to the assignor;

b) if purchased for amounts below the face value, are recognized for the amount actually paid at the time of
purchase.

As for financial assets related to loans originated by the Bank, they are initially recognized at the loan date.
These assets are initially recognized at fair value inclusive of the sums disbursed, including of transaction costs
orincome directly attributable to the instrument. With reference to loans in particular, the date of disbursement
is usually the date on which the contractis signed. Should this not be the case, when entering into the agreement
the Group shall recognize a loan commitment to be settled on the date the loan is originated.

HTC debt securities have fixed or determinable payments and a fixed maturity and may be used for repurchase
agreements, loans or other temporary refinancing operations.

These assets are initially recognized at fair value on the settlement date. This amount usually corresponds to the
consideration paid, including transaction costs and income.
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Measurement criteria

After initial recognition, financial assets are measured at amortized cost, equal to the original amount, less
repayment of principal and impairment losses, and increased by any reversal of impairment and amortization,
calculated using the effective interest rate method, taking into account the difference between the amount
disbursed and the amount repayable when due, relating to ancillary costs/income directly attributable to the
individual receivable.

Specifically, non-recourse receivables purchased as part of the factoring activities carried out are measured
at amortized cost, determined based on the present value of estimated future cash flows, with reference to
both the principal and the late payment interest accruing as from the due date of the receivable and deemed
recoverable.

By virtue of their nature, the new due date of such receivables is their expected collection date, determined at
the time of pricing and formalized with the assignor in the assignment contract.

Interest income (including late payment interest) is recognized in the income statement only if it is probable
that positive cash flows will be generated for the entity and their amount can be estimated reliably. In the case
in question, consistently with the “Bank of Italy/Consob/Ivass Document no. 7 of November 9, 2016” on the
“Treatment in the financial statements of late payment interest under Legislative Decree 231/2002 on non-
recourse purchases of non-impaired receivables”, BFF also included the estimate of late payment interest
deemed recoverable in the calculation of amortized cost, taking into account that:

b the business model and organizational structure envisage that the systematic recovery of late payment
interest on non-impaired receivables purchased on a non-recourse basisis a structural element of the ordinary
business activities for the management of such receivables;

b such late payment interest, due to its impact on the composition of results, does not constitute an ancillary
element of non-recourse purchase transactions, and has been considered for a complete analysis of the
prospective profitability profiles.

Moreover, BFF has time series of data concerning collection percentages and times—acquired through suitable
analysis tools—enabling it to judge that the estimate of late payment interest included in the calculation of
amortized cost is sufficiently reliable and complies with the recognition requirements established by IFRS
15. Such time series are updated on an annual basis when the financial statements are prepared, in order to
determine the collection percentages and times to be used to calculate late payment interest. The change in
collections is then analyzed on a quarterly basis to confirm such percentages in periodic reporting.

As far as the receivables are concerned, the updating of the time series, which was undertaken considering the
collections for 2020, confirmed the suitability of the existing collection percentage (45%).

After initial recognition at fair value, HTC securities are measured at amortized cost using the effective interest
rate method. The amount arising from the application of this method is recognized in the income statement
under item 10 “Interest and similar income”.

The Bank carries out the analysis of the receivable and HTC security portfolio to identify any impairment of
its financial assets. IFRS 9 introduced the expected credit loss concept for the financial assets included in this
financial statement item. Expected credit losses are a probability-weighted estimate of credit losses over
the expected life of the financial instrument. According to this concept, a loss does not necessarily have to
occur before it is recognized in the financial statements; therefore, generally all financial assets will entail the
recognition of a provision.
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The approach adopted is represented by the general deterioration model, which envisages a three-stage
classification. These stages reflect the deterioration of the credit quality of the financial instruments included
within the scope of application of IFRS 9.

At each annual or interim reporting date, the entity assesses whether there has been a significant change in
credit risk compared to initial recognition. If so, this will result in a change of stage: the model is symmetrical,
and assets can move between different stages.

For assets classified in Stage 1, the loss allowance relating to each individual financial asset is determined on
the basis of 12-month expected credit losses (contractual cash flow shortfalls estimated by taking into account
potential default in the following 12 months), while for assets classified in Stages 2 and 3 calculations are
based on lifetime expected credit losses (contractual cash flow shortfalls estimated by taking into account the
potential default over the residual life of the financial instrument).

If there is objective evidence of impairment and the asset is classified in Stage 3, the loss is measured as the
difference between the asset’s carrying amount and the present value of the estimated future cash flows,
discounted using the original effective interest rate of the financial asset.

The amount of the loss is determined on the basis of an individual assessment and then individually attributed
to each position, accounting for forward-looking information and potential alternative recovery scenarios.
Impaired assets include financial instruments that have been given non-performing status, unlikely to pay or
overrun/past-due for more than 90 days according to the Bank of Italy regulations, in line with the IAS/IFRS
and European regulations. The expected cash flows take into account the expected recovery times and the
presumed realization value of any guarantees.

When recognizing impairment, the carrying amount of the asset is reduced accordingly and the loss is recognized
in the income statement under item 130 “Net losses/recoveries for credit risks associated with: a) financial
assets measured at amortized cost”.

If, in a subsequent period, the amount of an impairment loss decreases and the decrease can be objectively
attributable to an event relating to the improvement in the debtor’s creditworthiness occurring after
recognition of impairment, the previously recognized impairment loss is reversed. After the reinstatement, the
carrying amount cannot in any case exceed measurement at amortized cost had the impairment loss not been
recognized. The amount of the reinstatement is recognized in the same income statement item.

Adjustments/reversals of impairment are recognized according to the staging allocation criteria and the
following risk parameters: probability of default (PD), loss given default (LGD), and exposure at default (EAD)—
defined in accordance with the subsequent paragraph “Measurement of impairment losses on financial assets”.

Derecognition criteria

Derecognition of a financial asset occurs when the contractual rights on cash flows deriving from the financial
asset expire or if the entity transfers the financial asset and such transfer meets the eligibility criteria for
derecognition.

Receivables sold are derecognized only if all the risks and rewards relating to such receivables were transferred.
On the other hand, if the risks and rewards are retained, the receivables sold will continue to be recognized in
the financial statements, even though legal title to these assets is effectively transferred.
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4 - Hedging operations

Recognition criteria

The Bank has exercised the option under IFRS 9 to continue to apply the IAS 39 rules to hedging operations even
after the introduction of IFRS 9.

“*Hedging operations” involve designating a financial instrument capable of offsetting part or all of the gain or
loss resulting from a change in the fair value or cash flows of the hedged instrument. The intent to hedge must
be formally stated, must not be retroactive and must be consistent with the risk hedging strategy espoused by
the BFF Banking Group’s management. Pursuant to IAS 39, derivatives may only be accounted for as hedging
instruments under certain conditions, i.e. when the hedging relationship is:

p clearly defined and documented;
D measurable;

b currently effective.

Derivative financial instruments designated hedges are initially recognized at their fair value.
Hedging operations are intended to offset the potential losses associated with certain types of risks.

The possible types of hedges are:

p fairvalue hedges: these are designed to cover the exposure to the change in the fair value of a balance sheet
item;

p cash flow hedges: these are designed to cover the exposure to changes in the future cash flows associated
with certain balance sheet items;

b hedges of a netinvestment in a foreign operation.

Hedges may be undertaken using derivative contracts (including the purchase of options) and non-derivative
financial instruments (to hedge foreign exchange risk only). Inthe balance sheet, hedging derivative instruments
are classified to item 50 “Hedging derivatives” on the assets side and 40 “Hedging derivatives” on the liabilities
side according to whether they have a positive or negative fair value on the annual or interim reporting date.

Measurement criteria

Hedging derivative financial instruments are measured at their fair value.

When a financial instrument is classified as a hedge, the Bank, as set out above, formally documents the
relationship between the hedging instrument and the hedged item, verifying both at the inception of the
relationship and throughout its duration, that the hedging by the derivative is effective in offsetting changes
in the fair value or cash flows of the hedged item. A hedge is considered effective if, both at inception and over
its life, changes in the fair value or cash flows of the hedged item are offset by changes in the fair value of the
hedging derivative.
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Accordingly, effectiveness is assessed by comparing the aforementioned changes, taking account of the intent
pursued by the entity when entering into the hedge. A hedge is effective (within the limits established by the
interval of 80-125%) when the expected, effective changes in the fair value or cash flows of the hedging financial
instrument offset changes in the hedged item almost entirely.

Effectiveness is assessed at each annual or interim reporting date using:

D prospective tests that justify the application of hedge accounting by proving the expectation of hedge
effectiveness;

) retrospective tests that determine the degree of effectiveness of the hedge achieved during the period to
which they refer, thus measuring the extent to which the actual results diverged from the perfect hedge.

The accounting treatment for gains and losses on fair value changes varies according to the type of hedge:

p fair value hedges: the change in the fair value of the hedged item attributable solely to the hedged risk is
taken to the income statement, as is the change in the fair value of the hedging derivative instrument; the
difference, if any, which represents the partial ineffectiveness of the hedge, thus determines the net effect
on the income statement;

p cash flow hedges: changes in the fair value of the derivative are taken to equity, for the effective portion of
the hedge, and are only taken to the income statement when, in reference to the hedged item, the change in
the cash flows to be offset manifests, or for the portion of the hedge found to be ineffective;

p Hedges of a net investment in a foreign operation: such hedges are accounted for according to the same
method used for cash flow hedges.

The income components are allocated to the relevant items of the income statement as follows:

p differentials accrued on derivative instruments hedging interest-rate risk (in addition to the interest on the
hedged positions) are allocated to item 10, “Interest and similar income” or item 20, “Interest payable and
similar costs”, depending on the sign of the differential, i.e. whether it is positive or negative;

D negative or positive changes in fair value resulting from the measurement of the fair value hedging derivative
instruments or hedged positions are allocated to item 90, “Fair value adjustments in hedge accounting”;

) positive or negative changes in fair value arising from the measurement of cash flow hedging derivative
instruments are allocated, with regard to the effective portion, to a specific valuation reserve in equity, the
“Cash flow hedge reserve”, net of the deferred tax effect. With regard to the ineffective portion, such changes
are taken to item 90 of the income statement, “Net hedging result”.

Derecognition criteria

The accounting treatment of hedging operations is discontinued in the following cases: a) a hedge undertaken
through a derivative ceases or is no longer highly effective; b) the hedged item has been sold or redeemed; c)
the hedging operation is revoked in advance; or d) the derivative expires, is sold, terminated or exercised.

If hedge effectiveness is not confirmed, the portion of the derivative contract no longer designated a hedge
(“over-hedging"”) is reclassified as held for trading. If discontinuation of the hedging relationship is due to the
sale or termination of the hedging instrument, the hedged item ceases to be such and is once again measured
according to the criteria that apply to the relevant portfolio.
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The hedging financial assets and liabilities are derecognized when there are no longer any contractual rights
(e.g., expiration of the contract, early closing exercised according to the contractual clauses — so-called
“unwinding”) to receive cash flows from the financial instruments, the hedged assets/liabilities, and/or the
derivative designated as a hedge or when the financial assets/liabilities are sold thus substantially transferring
all the risks and rewards connected thereto.

5 - Equity investments

Recognition criteria

Investments in joint ventures and associates are recorded in the financial statements at cost, equal to the fair value
of the consideration paid, adjusted forimpairment. The initial recognition of equity investments takes place on the
settlement date if traded in accordance with market practice (regular way), otherwise on the trade date.

Equity investments are initially stated at cost.

Classification criteria

The term equity investment refers to investments in the capital of other companies, generally represented by
shares or units and classified in controlling and associate shareholdings. Specifically:

b subsidiary: an enterprise over which the parent company exercises “"dominant control”, i.e. the power to
determine administrative and operational choices and to obtain the relative benefits;

) associate company: an enterprise over which the investor has significant influence and which is neither a
subsidiary nor a joint venture for the investor.

The possession — direct or indirect through subsidiaries — of 20% or more of the votes exercisable in the
shareholders' meeting of the investee is a prerequisite for significant influence.

Measurement criteria

Equity investments in non-consolidated subsidiary companies are measured at cost, adjusted as necessary for
impairment losses.

If there is objective evidence that the value of an equity investment may have been reduced, the recoverable
value of the equity investment will be estimated taking into account the discounted value of the future cash
flows that the equity investment could generate, including the final disposal value, or considering the market
multiples methodology as an alternative to the future cash flows (impairment test).

If it is not possible to gather sufficientinformation, the value to be used is considered the value of the company's
shareholders' equity.

If the recoverable value is less than the value recorded in the financial statements, the difference is recognized
in the income statement under item 220 “Profits (Losses) from equity investments”.

If the reasons for the impairment cease to apply as a result of a subsequent event occurring after the recognition
of the change in value, the related write-backs are allocated to the same item in the income statement but
within the limit of the cost of the investment prior to the write-backs.

Dividends of investees are accounted for in the year in which they are resolved in item 70 “Dividends and similar
income”.
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Derecognition criteria

Equity investments are derecognized when the contractual rights to the cash flows deriving from the assets
expire, or when the investment is sold with a substantial transfer of all the related risks and benefits.

6 - Tangible assets

Classification criteria

Tangible assets include land, instrumental properties, technical plants, furniture, furnishings and equipment of
any type.

They also include rights of use acquired with leases and relating to the use of a tangible asset (for lessees), assets
granted under an operating lease (for lessors), as well as improvements and incremental expenses incurred on
owned assets and rights of use on tangible assets deriving from lease agreements.

Improvements and incremental expenses incurred on third-party assets deriving from lease agreements
pursuant to IFRS 16 from which future benefits are expected are recognized:

p ifindependently identifiable and separable, in item “80. Tangible assets”, in the most appropriate category;

p if not independently identifiable and separable, in item “80. Tangible assets”, as an increase in the rights of
use, recognized on the basis of the provisions of IFRS 16, to which they refer.

Improvements and incremental expenses incurred on third-party assets other than those mentioned above are
recognized:

p ifindependently identifiable and separable, in item “80. Tangible assets”, in the most appropriate category;

p if notindependently identifiable and separable, in item “120. Other assets”.

Instrumental properties are those owned properties (or properties held under a finance lease) used in production
and the provision of services or for administrative purposes, with a useful life exceeding one year.

Recognition criteria

Tangible assets are initially recognized at cost, which includes all costs necessary to bring the asset to working
condition for its intended use (transaction costs, professional fees, direct delivery costs incurred to bring the
asset to the assigned location, installation costs, dismantling costs).

Costs incurred subsequently are added to the asset’s carrying amount or recognized as a separate asset only
when it is probable that there will be future economic benefits in excess of those initially foreseen and the cost
can be measured reliably (e.g., extraordinary maintenance costs). Other expenses incurred subsequently (e.g.,
ordinary maintenance costs) are recognized, in the period incurred, in the income statement under item 160 b)
“other administrative expenses,” if they refer to assets used in the Group’s business activities.
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This item also includes assets used by the Bank as the lessee in lease agreements - “Right-of-Use” (RoU) (IFRS
16).

At the commencement date, the Bank, as lessee, shall recognize the “right-of-use (RoU) asset” at cost, which
shall comprise: a) the amount of the initial measurement of the lease liability; b) any lease payments made at
or before the commencement date, less any lease incentives received; c) any initial direct costs incurred by the
lessee, i.e., incremental costs of obtaining a lease that would not have been incurred if the lease had not been
obtained, except for costs incurred by a manufacturer or dealer lessor in connection with a lease; and d) an
estimate of costs to be incurred by the lessee in dismantling and removing the underlying asset, restoring the
site on which it is located or restoring the underlying asset to the condition required by the terms and conditions
of the lease, unless those costs are incurred to produce inventories”.

The RoU asset referring to leases outstanding at the date of initial application of IFRS 16 was recognized under
the "Modified Retrospective Approach”.

The Bank does not consider VAT as a component of lease payments for the purposes of calculating IFRS 16
measures (RoU Asset and Lease Liability, for which reference should be made to the line item Financial liabilities
measured at amortized cost).

Measurement criteria

Subsequent to initial recognition, tangible assets are carried at cost, net of accumulated depreciation and
impairment losses, if any.

Such assets are depreciated on a straight-line basis over their estimated useful lives, understood as the period
during which an asset or property is expected to contribute to company operations, adopting the straight-line
method as the depreciation criterion. The estimate of the useful life is shown below:

p buildings: maximum 40 years;
furniture: maximum 9 years;
plant: maximum 14 years;

office machines: maximum 3 years;

4
4
4
p other: maximum 11 years.

Land and buildings are treated separately for accounting purposes, even if purchased together. Land is not
depreciated since, as a rule, it has an indefinite useful life.

The estimated useful life of tangible assets is reviewed at the end of each annual or interim reporting period,
taking into account the conditions of use of the assets, maintenance conditions, expected obsolescence etc.,
and, if expectations differ from previous estimates, the depreciation expense for the current and subsequent
periods is adjusted.

Artistic assets are not depreciated as their useful life cannot be estimated and their value typically does not
decrease over time.

At the date of first-time adoption of the International Accounting Standards (January 1, 2005), the buildings
owned by the Group and used in its business activities (Milan and Rome) were measured at fair value, which
became the new carrying amount of the assets as of that date.

If there is objective evidence that an asset has been impaired, the asset’s carrying amount is compared with
its recoverable amount, equal to the higher of its fair value less costs of disposal and its value in use, i.e., the
present value of the future cash flows expected to be derived from the asset. Any adjustments to the value of
the asset are recognized in the income statement under item 180 “Net adjustments to/reversals of impairment
of tangible assets”.
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If the value of a previously impaired asset is reinstated, the new carrying amount cannot exceed the net carrying
amount that would have been attributed to the asset if no impairment loss had been recognized in prior years.

At each annual orinterim reporting date, the Bank evaluates whether there is any indication of impairment of its
tangible assets. If a loss is identified, the carrying amount is compared with the recoverable amount understood
as the higher between fair value and value in use.

Tangible assets represented by the right of use of assets under lease contracts

Under IFRS 16, a lease is a contract or part of a contract that transfers the right to use an asset (the underlying
asset) for a period of time in exchange for consideration. A financial lease essentially transfers all the risks and
rewards arising from ownership of the asset to the lessee (user). Otherwise, the contract is classified as an
operating lease. The inception of a lease is the date from which the lessee is authorized to exercise its right
to use the leased asset. It coincides with the date of initial recognition of the lease and even includes rent-free
periods, i.e. contractual periods when the lessee uses the asset free of charge. At the inception of a contract, the
lessee recognizes:

P an asset consisting of the right of use of the asset underlying the lease contract. The asset is recognized at
cost, calculated as the sum of:

— the lease liability;

— lease payments made on or before the effective date of inception of the lease (net of lease incentives
already received);

— initial direct costs; and
— any (estimated) costs to dispose of or restore the asset underlying the lease;

p a financial liability arising from the lease contract (lease liability) corresponding to the current value of
payments due for the lease. The discount rate used is the implicit interest rate, if determinable; otherwise,
the marginal financing interest rate of the lessee is used.

Where a lease contract contains “non-lease components” (e.g., the provision of services, such as routine
maintenance, to be accounted for in accordance with IFRS 15), the lessee must separately account for "lease
components” and “non-lease components” and distribute the contract price between the various components
on the basis of their respective prices.

The lessee may choose to recognize lease payments:

p directly by expensing them to the income statement, on a straight-line basis throughout the term of the lease
contract;

p according to another systematic method representative of the way in which the economic benefits are
received, in the case of short-term leases (equal to or less than 12 months) that do not include an option for
the lessee to purchase the leased asset and of leases where the underlying asset is of low value.

The lease term is determined taking into account:
) periods covered by an extension option, where the exercise of the extension option is reasonably certain;

) periods covered by an option to terminate the lease, if the exercise of the termination option is reasonably
certain.
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During the term of the lease contract, the lessee must:

P measure the right of use at cost, net of accumulated depreciation and accumulated value adjustments
determined and accounted for in accordance with the provisions of IAS 36 - Impairment of Assets, adjusted
to take account of any restatement of lease liabilities;

) increase the liability arising from the lease transaction following the accrual of interest expense calculated
at the implicit interest rate of the lease, or alternatively at the marginal financing rate and reduce it for
payments of principal and interest.

In the event of changes in lease payments, the liability must be restated; the impact of the restatement of the
liability is accounted for with a contra-entry to the right of use asset.

Derecognition criteria

Tangible assets are derecognized when disposed of or when future economic benefits are no longer expected
from their use or disposal.

The right of use deriving from lease contracts is derecognized at the end of the lease.

7 - Intangible assets

Classification criteria

Intangible assets are identifiable non-monetary assets without physical substance that are expected to be used
for more than one year, controlled by the Bank, and from which future economic benefits are likely to flow.

In the absence of one of the aforementioned characteristics, the cost to acquire or generate the asset internally
is recorded as a cost in the period in which it was incurred.

Intangible assets mainly consist of software for long-term use and goodwill, resulting from contracts or new
acquisitions.

Recognition criteria

Intangible assets are recognized in the annual or interim financial statements at acquisition cost, including
direct costs incurred to bring the asset into use and increased with any costs incurred subsequently to increase
initial economic functions, net of accumulated amortization and impairment losses, if any.

Intangible assets also include goodwill, being the positive difference between the purchase cost and the fair
value of the assets and liabilities of the acquired company, representative of the investment’s capability to
produce future profit. Should this difference be negative (badwill) or should the investment not be capable to
produce future profit, the difference isimmediately recognized in the income statement.
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Measurement criteria

Intangible assets with a finite useful life are systematically amortized on a straight-line basis according to their
estimated useful lives. Useful lives are normally estimated as follows:

) software: maximum & years;

p otherintangible assets: maximum 10 years.

If there is objective evidence that an asset has been impaired, the asset’s carrying amount is compared with
its recoverable amount, equal to the higher of its fair value less costs of disposal and its value in use, i.e., the
present value of the future cash flows expected to be derived from the asset. Any adjustments to the value of
the asset are recognized in the income statement under item 190 “Net adjustments to/reversals of impairment
of intangible assets.”

If the value of a previously impaired intangible asset is reinstated, the new carrying amount cannot exceed the
net carrying amount that would have been attributed to the asset if no impairment loss had been recognized in
prior years.

Assets with an indefinite useful life, such as goodwill, are not systematically amortized but undergo a periodic
impairment test when the annual or interim financial statements are drafted.

Derecognition criteria

Anintangible asset is derecognized upon its disposal or when no further future economic benefits are expected
from its use or sale, and any difference between the sale proceeds or recoverable amount and the carrying
amount is recognized in the income statement under item 250 “Gains (losses) on disposal of investments”.

9 - Current and deferred taxes

Income taxes are computed in accordance with the tax legislation in force in the different countries where the
Bank operates.

The tax charge consists of the total amount of current and deferred income taxes, included in the calculation of
the result for the year.

Current tax assets and liabilities include the net balance of the Bank's tax positions in respect of the tax
authorities. In particular, these items include the net balance of current tax liabilities for the year, calculated
according to a prudential estimate of the tax charge due for the year, determined on the basis of the current
tax code, and current tax assets represented by prepayments made in the course of the year. Current taxes
correspond to the amount of income taxes due for the year.

Deferred tax liabilities correspond to the amount of income taxes due in future periods and refer to taxable
temporary differences which arose in the period or in previous periods. Deferred tax assets correspond to the
amount of income taxes recoverable in future periods and refer to deductible temporary differences which
arose in the period or in previous periods.

The tax amount of an asset or a liability is the value attributed to that asset or liability according to the tax
legislation in force. A deferred tax liability is recognized on all taxable temporary differences in accordance with
IAS 12. A deferred tax asset is recognized on all deductible temporary differences in accordance with IAS 12 only
to the extent that it is probable that there will be future taxable income against which the deductible temporary
difference can be offset.
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Deferred tax assets are recorded under item 100 b) of assets. Deferred tax liabilities are recorded under item 60
b) of liabilities. Deferred tax assets and liabilities are constantly monitored and are recorded by applying the tax
rates that it is expected will be applicable in the period in which the tax asset will be realized or the tax liability
will be extinguished, on the basis of the tax rates and the tax law established by provisions in force.

The accounting contra entry for both current and deferred tax assets and liabilities consists normally of the
income statement item 300 “Income taxes on profit (loss) from continuing operations”.

In cases where deferred tax assets and liabilities concern transactions that directly concerned equity without
impacting profit or loss (such as the adjustments resulting from the first-time adoption of IAS/IFRS, and the
measurements of financial instruments at fair value through OClI or cash flow hedging derivatives), these are
recognized through equity, impacting any relevant reserves (e.g. valuation reserves).

The size of the provision for taxes is adjusted to meet charges that might arise from any assessments already
communicated or in any case from outstanding disputes with tax authorities.

10 - Provisions for risks and charges

Registration/classification criteria

Provisions for risks and charges cover costs and expenses of a determinate nature, the existence of which is
certain or probable, which, at the end of the year, are uncertain as to amount or timing.

Accruals to the provisions for risks and charges are recognized only when:
P apresentobligation has arisen as a result of a past event;

D upon its manifestation, the obligation is onerous;

b areliable estimate can be made of the amount of the obligation.

Provisions for risks and charges for commitments and guarantees provided

This item includes provisions for credit risk set aside for loan commitments and guarantees provided that fall
within the scope of the impairment rulesin IFRS 9. In this case the Group adopts the same methods for allocating
items to the credit risk stages and calculating expected credit losses as the ones described for financial assets
measured at amortized cost or at fair value through OCI.

Provisions for post-employment benefits and similar obligations

Provisions forpost-employment benefits are formedinimplementation of company agreementsand are qualified
as defined benefit plans. The liabilities relating to such plans and the relative current service cost are determined
on the basis of actuarial assumptions by applying the Projected Unit Credit Method actuarial method, which
involves projecting future outlays on the basis of statistical historical analyses and the demographic curve, as
well as the financial discounting of such flows on the basis of a market interest rate. Contributions made in each
year are considered to be separate units, recognized and valued individually in order to determine the final
obligation. The discount rate is determined on the basis of market returns relating to the valuation dates of
leading corporate bonds, taking into account the residual average duration of the liability. The present value of
the obligation at the reporting date is also adjusted by the fair value of any assets serving the plan.
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Actuarial gains and losses (or changes in the present value of the obligation deriving from changes in actuarial
assumptions and adjustments based on past experience) are presented in the statement of comprehensive
income.

As required by IAS 19, the provisions for risks and charges include the measurement of post-employment
benefit obligations.

The measurement of such obligations in the financial statements is made, when necessary, based on actuarial
calculations, by determining the charge at the measurement date based on demographic and financial
assumptions.

Other provisions
Provisions for risks and charges are liabilities with an uncertain amount or maturity recognized in the financial
statements as:

b thereis a present obligation (legal or implicit) due to a past event;
b an outlay of financial resources is likely in order to meet the obligation;

p itis possible to reliably estimate the likely future outlay.
Such provisions include amounts set aside against presumed losses in legal proceedings against the company.

When the time element is relevant, the provisions are discounted using current market rates. The provision
and increases due to the time factor are recognized in the income statement. In particular, when the present
value of the provision has been recognized, the increase in the value of the provision recorded in the financial
statements in each year to reflect the passing of time is recognized under interest expense.

The provisions recognized, as well as contingent liabilities, are reviewed at each annual orinterim reporting date
and adjusted to reflect the best current estimate. If the need to use resources to meet the obligation is no longer
likely, the provision is reversed with a balancing entry in the income statement.

The provisions for risks and charges include also the provisions for credit risk set aside for loan commitments
and guarantees provided that fall within the scope of the impairment rules in IFRS 9. Under IFRS 9, expected
credit losses on commitments and guarantees provided shall be determined based on the initial credit risk of
the commitment, starting from the date on which such commitment was made. As a general rule, in this case
the Group adopts the same methods for allocating items to the three credit risk stages and calculating expected
credit losses as the ones described for financial assets measured at amortized cost or at fair value through OCI.

The relevant loss allowance shall be recognized as a balance sheet liability under item “100: Provisions for risks
and charges: a) commitments and guarantees provided”.

Derecognition criteria

Derecognition occurs when the obligation or contingent liability that generated the recognition of a provision
is extinguished.
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11 - Financial liabilities measured at amortized cost

Classification criteria

An issued financial instrument is classified as a liability when, on the basis of the substance of the contractual
agreement, there is a contractual obligation to provide money or another financial asset to another party.

This item includes “Due to banks”, “Due to customers” and “Debt securities issued”. Financial instruments
(other than trading liabilities and those measured at fair value) representing the different forms of third-party
funding are allocated to these items.

In addition, the payables incurred by the Bank as lessee under leases are also included.

Interest expense is recorded in the income statement under item 20 “Interest and similar expenses”.

Recognition criteria

Such liabilities are initially recognized at fair value on the settlement date. This amount usually corresponds
to the consideration received less transaction costs directly attributable to the financial liability. Structured
securities are broken down into their basic elements, which are recorded separately, when the derivative
components implicit in them are of an economic nature and present risks different from those of the underlying
securities and can be configured as autonomous derivatives.

This line item includes also the payables relating to the assets used by the Bank as lessee under leases—the so-
called “Lease Liability” (IFRS 16), which comprises the following payments for the right to use the underlying
asset: a) fixed payments, less any lease incentives receivable; b) variable lease payments that depend on an
index or a rate, initially measured using the index or rate as at the commencement date; c) amounts expected to
be payable by the Bank under residual value guarantees; d) the exercise price of a purchase option if the lessee
is reasonably certain to exercise that option; and e) payments of penalties for terminating the lease, if the lease
term reflects the lessee exercising an option to terminate the lease.

Interest is recorded in income statement item 20 “Interest and similar expenses”.

Measurement criteria

Amounts due to banks and customers and debt securities issued are measured at amortized cost using the
effective interest method.

Debt securities issued are measured at amortized cost using the effective interest method.

During the period of use of the asset, the carrying amount of the Lease Liability is increased by the interest
expense accrued and decreased by the payments made to the lessor.

Derecognition criteria

Financial liabilities are derecognized when the obligation specified in the contract is extinguished or following a
substantial change in the contractual terms of the liability.

Financial Statements 2021



» BFF

The derecognition of debt securities issued also occurs in the event of repurchase of securities previously issued,
even if they are intended for subsequent resale. The gains or losses on the recognition of the repurchase as
an extinguishment are recognized in the income statement when the repurchase price of the bonds is higher
or lower than their carrying amount. Subsequent disposals of own bonds on the market are treated as the
placement of new debt.

12 - Financial liabilities held for trading

Recognition criteria

Recognition and measurement criteria are similar to those described for “Financial assets classified as held for
trading”.

Classification criteria

Financial liabilities held for trading include derivative contracts held for trading with negative values and
liabilities related to technical overdrafts on securities.

All trading liabilities are valued at fair value with the allocation of the result of the measurement to the income
statement.

Derecognition criteria

Financial liabilities are derecognized when the obligation specified in the contract is extinguished or following a
substantial change in the contractual terms of the liability.

14 - Foreign currency transactions

Recognition criteria

Transactions in foreign currency are converted upon initial recognition into the functional currency by applying
the exchange rate in force on the date of the transaction to the amount in foreign currency.

Measurement criteria

At each balance sheet closure, balance sheet items in foreign currency are valued as follows:

P monetary items are converted at the current exchange rate at the closing date;

D non-monetary items measured at historical cost are converted at the exchange rate on the transaction date;

P non-monetary items measured at fair value are converted using the exchange rate in effect on the date the
fair value was determined.

The exchange differences deriving from the settlement of monetary elements or from the conversion of

monetary elements at rates other than those of initial conversion, or of conversion of the previous financial
statements, are recognized in the Income Statement of the period in which they arise, while those relating to
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non-monetary elements are recorded in the Shareholders' Equity or in the Income Statement in line with the
method of recording the profits or losses that include this component.

Costs and revenues in foreign currencies are recognized at the exchange rate when they are accounted for, or,
where in the process of accruing, at the exchange rate in effect at the reporting date.

15 - Other information

Treasury shares

The treasury shares held are deducted from equity at the value at which they were acquired in the market.
Similarly, their original cost and the gains or losses from their subsequent sale shall be recognized as changes
in equity.

At the time of assignment to employees or directors, the Treasury share reserve is reduced by an amount
calculated at the average price for the acquisition of the various tranches, with a balancing entry in financial
instrument reserves recognized in the financial statements based on variable remuneration agreements and
the “share premium” reserve.

Employee severance pay

As a result of the legislative framework introduced by Law no. 296 of 2006, the employee severance benefits
accrued up to December 31, 2021 (which remain with the Company) under item 90 of liabilities, are computed
by estimating the remaining length of the employment relationship, for individual persons or homogeneous
groups, based on demographic assumptions:

D by projecting the accrued employee severance benefits, using demographic assumptions, to estimate the
time of termination of employment;

b by discounting to present value, at the measurement date, the amount of the accrued benefits at December
31, 2021, based on financial assumptions.

IAS 19 (revised) requires actuarial gains and losses to be recognized in other comprehensive income in the year/
period they are accrued. Because employee severance benefits vesting starting on January 1, 2007 must be
transferred to the Italian social security institute (INPS) or to supplemental pension funds, they qualify as a
“defined contribution plan”, since the employer’s obligation ceases once payment is made and the contribution
is recorded in the income statement on an accrual basis.

The costs for servicing the plan are recorded under personnel costs, item 160 “Administrative expenses: a)
personnel costs” as the net total of contributions paid, contributions accrued in previous periods and not yet
recorded and expected revenues from assets servicing the plan. Actuarial gains and losses, as envisaged by IAS
19, are recorded in a revaluation reserve in shareholders' equity.

Revenue recognition criterion

The general criterion for the recognition of revenue components is the accrual basis, also taking into account
the correlation between costs and revenues.
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Revenues

Revenues are gross flows of economic benefits deriving from the performance of ordinary business activities,
when such flows cause increases in shareholders' equity other than increases deriving from shareholder
contributions.

Revenues deriving from contractual obligations with customers are recognized in the financial statements only
if all of the following criteria are met:

a) the parties to the contract have approved the contract and have undertaken to meet their respective
obligations;

b) the entity can identify the rights of each of the parties as regards the goods or services to be transferred;
c) the entity can identify the conditions of payment of the goods or services to be transferred;

d) the contract has commercial substance (or the risk, timing or amount of the future cash flows of the entity
are destined to change following the contract);

e) itis likely that the entity will receive the consideration to which it will be entitled in exchange for the goods
or services that will be transferred to the customer. In evaluating the likelihood of receiving the amount of
the consideration, the entity must take into account only the capacity and intention of the customer to pay
the amount of the consideration when it will be due.

Interest income and expenses

Interest income and expenses and similar income and expenses relate to interest deriving from factoring
activity, cash and cash equivalents and non-derivative financial assets and liabilities held for trading, measured
at fair value through other comprehensive income and measured at amortized cost.

Interestincome and expenses are recognized in the income statement for all instruments measured at amortized
cost, using the effective interest rate method.

More specifically:

p feesand commissions charged to the assignor for the purchase of non-recourse receivables are recognized as
transaction revenues and are therefore part of the effective return on the receivable recognized at amortized
cost.

p according to IFRS 15, revenue shall be recognized only when its amount can be reliably estimated when
total “control” on the exchanged goods or services is transferred. In the case in question, consistently with
the “Bank of Italy/Consob/Ivass Document no. 7 of November 9, 2016” on the “Treatment in the financial
statements of late payment interest under Legislative Decree 231/2002 on non-recourse purchases of non-
impaired receivables”, BFF also included the estimate of recoverable late payment interest, including that
claimed from tax authorities. In fact, BFF has time series of data concerning collection percentages and
times — acquired through suitable analysis tools — enabling it to judge that the estimate of late payment
interest included in the calculation of amortized cost is sufficiently reliable and complies with the recognition
requirements established by IFRS 15. Such time series are updated on an annual basis when the financial
statements are prepared, in order to determine the collection percentages and times to be used to calculate
late payment interest. The change in collections is then analyzed on a quarterly basis in order to monitor the
relative trends and check the stability of the model.
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With reference to the estimated total late payment interest that is expected to be collected by BFF, the time
series were updated with collection amounts for the year 2021. This confirmed the fairness of the weighted
average collection percentage of 45% already used for the preparation of the financial statements for the
year ended December 31, 2020, with average collection times at an estimated 1,800 days. With regard to late
payment interest on tax receivables, given the particular nature of such interest and the counterparty, as well as
the precise evidence obtained, it is believed that the conditions exist to recognize such interest in full.

Interest income on debt securities in portfolio and interest expense on securities issued by BFF Banking Group
are recognized at amortized cost, i.e., by applying to the face value of the securities the effective interest rate
of return (IRR), determined as the difference between the coupon rate of interest and the purchase price of
the same security and taking into account any issue discount.The interest thus computed is recognized in the
income statement pro-rated over the duration of the financial asset or liability.

Fees and commissions for receivables managed on behalf of assignors are recognized in two successive stepsin
relation to the timing and nature of the service rendered:

p when the receivables are entrusted for management (fees and commissions on acceptance, and handling
expenses);

p when the receivables are collected (collection fees and commissions).

Fees and commissions

Fees and commissions, which primarily derive from the activities carried out by the Securities Services and
Payments business units and debt collection management activities on behalf of third parties, are recognized
when the service is provided. These are primarily revenues linked to periodic fees that could include the provision
of multiple services, transaction fees and one-off revenues.

Fees and commissions considered in amortized cost in order to determine the effective interest rate are
excluded, as they are recognized as interest.

Starting from the end of 2020, when legal costs incurred for the collection of the receivables acquired without
recourse are recognized, the Bank recognizes revenue equal to their percentage of recovery based on time series
developed internally. Indeed, the above-mentioned legal costs are in part recovered from customers either
when bankruptcy proceedings are completed or when settlement agreements are finalized, and therefore they
do not fully impact the financial statements. Therefore, this accounting treatment results in a greater alignment
between costs and revenues, on an accrual basis.

With respect to the “€40” by way of compensation for recovery expenses, please note that this item is justified
by Italian Legislative Decree no. 231 of 10/9/2002, implementing Directive 2000/35/EC on combating late
payment in commercial transactions, and is confirmed by recent Italian and Spanish court rulings.

In the course of 2019, the Bank initiated invoicing to debtors of amounts linked to that regulatory dictate, and
also in the same year the Bank began to track the relative collections in order to develop a time series.

From the accounting perspective, the above-mentioned collections currently have contributed to business
income on a cash basis pending the transition to accrual accounting, like what was already done for late payment
interest, once the robustness of the time series is confirmed.
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Dividends
Dividends are recognized in the income statement when their distribution is approved.

Costs and other comprehensive income

Costs are recognized when they are incurred in compliance with the criterion of correlation between costs and
revenues deriving directly and jointly from the same transactions or events. Costs that cannot be associated
with revenues are recognized immediately in the Income statement.

Costs directly linked to financial instruments measured at amortized cost and which may be determined from
their origin, irrespective of when they are paid, are recognized in the Income statement with the application of
the effective interest rate.

Impairment losses are recognized in the Income statement in the year in which they are identified.

Share-based payment arrangements

The share-based personnel remuneration plans (stock option plans) are recorded in the accounts according to
the provisions of IFRS 2. They are recorded by charging to the income statement, with a corresponding increase
in equity, a cost set on the basis of the fair value of the financial instruments allocated on the assignment date and
divided over the plan’s vesting period. The fair value of any options is calculated using a model which considers—
besides information such as the exercise price and duration of the option, the current price of the shares and
their expected volatility, the expected dividends, and the risk-free interest rate—the specific characteristics of
the current plan. In the valuation model, the option and the probability of realization of the conditions under
which the options were assigned are assessed separately. The combination of the two values provides the fair
value of the assigned instrument.

Any reduction in the number of financial instruments assigned is recorded as the cancellation of part of them.
This derecognition will have no impact on the income statement, but will take place with a balancing entry in
the retained earnings reserve.

2016 Stock-Option Plan of the Banca Farmafactoring Banking Group”

On December 5, 2016, the Bank’s Ordinary Shareholders’ Meeting approved the adoption of a stock option plan
for employees and members of the corporate boards. The plan has the following features:

D purpose: the planinvolves the award of a maximum of 8,960,000 options in three tranches; each one provides
the beneficiary with the right to subscribe for newly issued ordinary shares of the Bank or shares that have
already been issued and are included in the company portfolio when the option is exercised. At December
31, 2021 the number of stock options assigned and not exercised amounted to 2,225,324, of which 1,530,844
exercisable;

b beneficiaries: the identification of beneficiaries and the granting of options are decided by:

a) the Board of Directors, after consulting with the Remuneration Committee, with reference to directors,
senior executives and executives directly reporting to the Chief Executive Officer;

b) the Chief Executive Officer, within the limits of his/her powers, with reference to other beneficiaries
whose remuneration falls within his/her duties;
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b type of exercise: ordinary or cashless exercise. On March 28, 2019 the Ordinary Shareholders’ Meeting
approved the introduction of an alternative method for exercising options under the plan, in addition to the
ordinary option (so-called cashless). According to the new exercise option, authorized beneficiaries who
requested it can be allocated a number of shares determined based on the market value of the shares at the
exercise date, with no obligation for them to pay the exercise price.

2020 Stock-Option Plan of the Banca Farmafactoring Banking Group”

On April 2, 2020, the Ordinary Shareholders' Meeting approved a new Stock Option Plan (2020 Plan”) for
employees and directors holding executive positions in the Bank and/or its subsidiaries, having the following
characteristics:

D purpose: the planinvolves the award of a maximum of 8,960,000 options in three tranches; each one provides
the beneficiary with the right to subscribe for newly issued ordinary shares of the Bank or shares that have
already been issued and are included in the Bank portfolio when the option is exercised. At December 31,
2021 the number of stock options assigned amounted to 6,957,500, of which none yet exercisable;

D recipients: the beneficiaries are identified by the Board of Directors and/or the CEO at their sole discretion —
within the limits envisaged by the applicable legislation and the plan —among the employees and/or Directors
with executive positions in the Company and/or its subsidiaries;

D type of exercise: ordinary or cashless exercise.

In compliance with the provisions as set out in the First Part, Title IV, Chapter 2, Section Ill, paragraph 2.1, 3 of
Bank of Italy’s Circular no. 285, art. 8.4 of the “"Remuneration and incentive policy for members of the bodies with
strategic supervision, management and control, and personnel of BFF Banking Group” establishes that at least
50% of variable remuneration of so-called “Key Personnel” (Risk Takers) must be paid in financial instruments,
specifically:

(i) BFF’s shares and related instruments, including the stock option plan; and

(ii) where possible, the other instruments identified in Delegated Regulation (EU) No 527 of 12 March 2014,

In compliance with the provisions as set out in the First Part, Title IV, Chapter 2, Section Ill, paragraph 2.1,
3 of Bank of Italy’s Circular no. 285, Art. 8.4 of the “Remuneration and incentive policy for members of the
bodies with strategic supervision, management and control, and personnel of BFF Banking Group” establishes
that at least 50% of variable remuneration of so-called “Key Personnel” (Risk Takers) must be paid in financial
instruments, specifically:

(i) BFF's shares and related instruments, including the stock option plan; and

(ii) where possible, the other instruments identified in Delegated Regulation (EU) No 527 of 12 March 2014.

The definition of “variable remuneration” includes payments which, for various reasons, are connected to and
dependent on the activities/performance of the recipients or on other parameters (e.g., length of service) and
which may be due in the future from BFF to the Risk Takers,

i) both pursuant to the incentive system based on company and individual objectives (so- called "“MBO");

ii) andinorderto meetany payment obligations pursuant to non-competition agreements (*"NCAs"), should in
the future Risk Takers who have signed such agreements leave BFF.
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Authorization to purchase and dispose of treasury shares and revocation, for the
part not yet executed, of the authorization granted by the Shareholders' Meeting on
April 2, 2020

The Bank’s Ordinary Shareholders’ Meeting of March 25, 2021, after examining the relevant illustrative Report
by the Board of Directors, decided to revoke the previous authorization, granted by the Shareholders' Meeting
of April 2, 2020, for the part not yet executed, and to authorize the Board of Directors to proceed with the
purchase of BFF ordinary shares, on one or more occasions and for a period of 18 months from the date of
the Shareholders' Meeting, in pursuit of the purposes set out in the aforementioned illustrative Report; the
maximum number of shares to be purchased is 8,561,523, representative of 5% of the Bank's capital (taking
accounting of the treasury shares already in portfolio).

The Bank, in execution of the resolution of the Ordinary Shareholders' Meeting of March 25, 2021, announced on
September 28, 2021 the initiation of the treasury share buyback program pursuant to Article 5 of EU Regulation
no. 596/2014, which concluded on October 22, 2021, with a total acquisition of 750,000 ordinary shares of BFF
Bank S.p.A.

Shareholders’ resolutions of April 2, 2020 and January 29, 2021

The Extraordinary Shareholders' Meeting of April 2, 2020, having examined the relevant illustrative Report by
the Board of Directors, among other things resolved:

P to increase share capital free of charge, on a divisible basis, to be executed in multiple tranches by
December 31, 2028, by issuing a maximum of 6,824,108 ordinary shares, in the maximum total amount of
€5,254,563.16, to be allocated solely to capital, through a corresponding amount drawn on the reserve for
retained earnings, for needs associated with the Company’s remuneration and incentive policies, including
the “Banca Farmafactoring Banking Group Stock Option Plan - 2020 SOP”.

The Extraordinary Shareholders' Meeting of January 29, 2021 resolved to approve the project for the merger
by incorporation of DEPObank in the manner set out in the project itself, and therefore among other things
through an increase in the share capital of BFF, upon the purchase of DEPObank, for €10,813,652 to the selling
shareholder Equinova through the issue of 14,043,704 shares with no expressed nominal value. The increase in
the share capital was executed on March 2, 2021.

Most recently, on October 7, 2021, the Ordinary and Extraordinary Shareholders’ Meeting of the Bank resolved
to, among other things:

b setaside €165,275,418 for the distribution of dividends in favor of Shareholders. The corresponding amount
per share, gross of legal withholdings and inclusive of the portion attributable to treasury shares held by the
Company at the record date, was quantified as €0.8946 at the end of the day of the shareholders’ meeting;

b paytheabove-mentioneddividendsasofOctober13,2021("paymentdate”)and, afterreceivingauthorization
from the Supervisory Authority, which resolved to approve the proposal by the Board of Directors to modify
articles 9, 11, 14, 15, 16, 18, 19, 21 and 22 of the By-laws, as presented in the lllustrative report.

Use of estimates and assumptions in the preparation of financial reporting

As part of the preparation of the financial statements, the Bank had to make valuations and estimates that
influence the application of accounting standards and the amounts of assets, liabilities, costs and revenues
recognized in the financial statements.
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The significant assessments of the Bank in the application of the Bank's accounting standards and the main
sources of estimation uncertainty are unchanged from those already illustrated in the Bank's last annual
financial statements.

Inaccordance with IFRS, the elaboration of estimates by management is a prerequisite for the preparation of the
financial statements at December 31, 2021. This process involves the use of available information and subjective
assessments, also based on historical experience, in order to formulate reasonable assumptions for the analysis
of operations. These estimates and assumptions may vary from one period to the next, and therefore it cannot
be ruled out that in subsequent periods, including in light of the current COVID-19 (“Coronavirus") emergency
situation, the current values recognized in the financial statements at December 31, 2021 may differ — even
significantly — owing to a change in the subjective assessments.

Estimates and assumptions are reviewed on a regular basis. Any changes resulting from such reviews are
recognized in the period in which the review is made, provided that the review involves only that period. Should
the review involve both current and future periods, the change is recognized in the period in which the review is
made, and in the related future periods.

The risk of uncertainty in estimates is essentially related to:

b thedegree of recoverability and estimated collection times for late paymentinterest accrued on non-recourse
receivables due to BFF, based on an analysis of historical multi-year company data;

impairment losses on receivables and other financial assets in general;
the fair value of financial instruments used for financial disclosure purposes;

the fair value of financial instruments not traded in active markets, determined with measurement models;

v v v Vv

expenses recorded on the basis of provisional values that are not definitive at the date on which these
financial statements were prepared;

v

employee benefit provisions based on actuarial assumptions, and provisions for risks and charges;
) the recoverability of deferred tax assets;

b any impairment of equity investments recognized; in light of the results at December 31, 2021, there are no
trigger events that could impact the valuation of equity investments and goodwill recorded in the financial
statements.

Measurement of impairment losses on financial assets

At each annual or interim reporting date, in accordance with IFRS 9, financial assets other than those measured
at fair value through profit or loss are tested to assess whether there is evidence that the carrying amount of the
assets may not be fully recoverable. A similar analysis is conducted also for loan commitments and guarantees
provided that fall within the scope subject to impairment in accordance with IFRS 9. If such evidence exists
(so-called “evidence of impairment”), the financial assets concerned—consistently with any remaining assets
of the same counterparty—are considered to be impaired and classified in Stage 3. The Group shall recognize
adjustments equal to lifetime expected credit losses for these exposures, consisting in financial assets classified
as bad loans, unlikely to pay, and exposures more than 90 days past due as per the Bank of Italy's Circular no.
262/2005.

The impairment model is characterized by:

b the allocation of the transactions in the portfolio to different stages, based on an assessment of the increase
in the level of exposure/counterparty risk, considering the “staging allocation criteria”;

b the use of multi-period risk parameters (e.g., lifetime PD, LGD and EAD) to quantify expected credit losses
(ECL) for financial instruments subject to a significant increase in credit risk since initial recognition.
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Below are the staging allocation criteria as well as the criteria for determining the parameters that the Bank uses
as the basis for measuring expected credit losses, i.e., probability of default (PD), loss given default (LGD) and
exposure at default (EAD).

Stage Allocation Criteria

In the case of financial assets for which there is no evidence of impairment (non-impaired financial instruments),
the Group shall assess whether there is an indication that the credit risk of the individual transaction has
increased significantly since initial recognition.

Such assessment has the following consequences in terms of classification (or, more appropriately, staging) and
measurement:

p if such an indication does not exist, the financial asset is classified in Stage 1. In this case, in accordance
with international accounting standards and even in the absence of apparent impairment losses, the Group
shall recognize 12-month expected credit losses on the specific financial instrument. These adjustments
shall be reviewed at each subsequent reporting date to regularly assess whether they are consistent with
the constantly updated loss estimates as well as account for the change in the forecast horizon for expected
credit losses in the event there is an indication that credit risk has “increased significantly”;

p if such an indication exists, the financial asset is classified in Stage 2. In this case, in accordance with
international accounting standards and even in the absence of apparent impairment losses, the Group shall
recognize adjustments equal to lifetime expected credit losses. These adjustments shall be reviewed at each
subsequent reporting date to regularly assess whether they are consistent with the constantly updated loss
estimates as well as account for the change in the forecast horizon for expected credit losses in the event
there is no longer an indication that credit risk has “increased significantly”;

Therefore, the allocation of an asset to Stage 1 rather than Stage 2 is not linked to absolute risk (in terms of
probability of default), but rather to the (positive or negative) change in credit risk since initial recognition.

To allocate exposures subject to impairment in stages, the Bank has adopted the following method, which can
be summarized in two fundamental criteria:

) gquantitative criterion: definition of a relative threshold and an absolute threshold;

b qualitative criterion: use of transfer logic triggers, i.e., identification of events triggering transfers between
stages.

The qualitative criterion takes precedence over the quantitative criterion and establishes that positions with
information about non-payment days exceeding 30, or in the presence of forbearance measures, i.e., extensions
of payment terms granted to the counterparty in light of the deterioration in its financial situation, or present on
the watchlist, shall be allocated to Stage 2. The standard specifies that a significant deterioration in credit risk
can occur even before 30 days, which is therefore intended to serve as a backstop beyond which the transition
to Stage 2 shall be made and lifetime expected credit losses shall be recognized. This presumption is defined
as “rebuttable” by the standard. An entity can rebut this presumption if it has reasonable and supportable
information that demonstrates that the credit risk has not actually increased since initial recognition, even
though the contractual payments are more than 30 days past due.
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As far as the quantitative criterion is concerned:

p the absolute threshold (use of the so-called Low Credit Risk Exemption consistently with the standard’s
provisions and in line with the Italian Association for Factoring - Assifact guidelines) exempts transactions
referring to counterparties with investment grade ratings at the date of analysis from verification of significant
deterioration using a relative threshold. Positions defined as low credit risk, which at the annual or interim
reporting date are exempt from IFRS 9, are not subject to the control of a rating downgrade between the date
of analysis and the date of origin of the transaction. In the absence of transfer logic triggers, these positions
are allocated directly to Stage 1. This exception is applied to counterparties in the public administration and
local entities, while it is excluded for private counterparties;

) instead, the definition of a relative threshold has the purpose of measuring the rating downgrade (at the
reporting date with respect to the date of origin) for each transaction. If the number of downgrades is higher
than what has been established by the threshold, differentiated according to the rating scale used, the
transaction is allocated to Stage 2. The relative threshold depends on the number of rating classes considered
for each segment and is equal to 1 for those segments to which the Sovereign and Financial Institutions
external matrices apply (which have 7 rating classes), while it is equal to 2 for the counterparties pertaining to
the segments for which the Corporate matrix is used (which has 21 rating classes).

Impairment Criteria
The key concepts introduced by IFRS 9 and required for the purpose of calculating impairment are as follows:

p a forward-looking model, allowing the immediate recognition of all expected losses over the life of the
instrument. According to IFRS 9, losses shall be recognized based on supportable information that is available
without undue cost or effort and includes historical, current and forward-looking data;

D ECLrecalculated at each reporting date to reflect changes in credit risk since initial recognition of the financial
instrument;

p ECL measured by incorporating point-in-time and forward-looking information as well as macroeconomic
factors;

p Introduction of an additional status with respect to the binary classification of performing and non-performing
counterparties, to take account of the increase in credit risk.

The ECL calculation model requires a quantitative assessment of future cash flows and assumes that they can
be reliably estimated. This requires the identification of certain elements, namely:

) probability of default (PD) models and assumptions about the forward distribution of default events, for the
calculation of multi-period PDs used to determine the lifetime expected credit loss;

p amulti-period LGD model;
P adeterministic and stochastic EAD model allowing to define a multi-period distribution as well as a 12-month
horizon.

In addition, at the reporting date, ECLs shall be discounted using the effective interest rate ("EIR”) of the
transaction as at the date of initial recognition.
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Below is a description of the Bank's methodological decisions for the purposes of measuring the above
parameters and measures.

Probability of Default (PD)

The multi-period PD parameter is interpreted by the Bank by estimating a term structure of the probability of
default starting from a defined stratification level (so-called risk bucket and rating).The multi-period PD also
incorporates Point-In-Time conversion adjustments and forward-looking information.

The forward-looking requirement means that each of the transactions in the portfolio involving the same
counterparty is assigned a probability of default beginning on the reporting date. To this end, the Bank defines
PD as the likelihood, over a particular time horizon, that a counterparty will be classified as in default.

The Bank has adopted a model based mainly on external information sources (e.g. Rating agencies). The
methodological orientation was directed towards the identification of discriminating risk drivers so that a credit
quality rating, and therefore a probability of default, could be assigned. This choice was guided by the following
factors:

b the Bank’s adoption of a standard model for determining the capital requirement for credit risk;

p coherence with the methodology used to assign ratings for the calculation of collective impairment losses
according to IAS 39;

b analysis of the Bank’s counterparties and products (technical forms) by type.

To calculate the PD, the Bank divides its exposures into uniform clusters to distinguish the risk profiles of
financial instruments requiring the calculation of value adjustments, as shown below.

b Public counterparties: the credit rating is assigned according to the time series of external ratings provided
by the ECAI employed and referring to sovereign and sub-sovereign counterparties. The rating is assigned
based on an external assessment carried out on the counterparties associated with the exposure subject to
impairment, at the various observation times (reporting date and transaction origin date);

» Non-public counterparties (excluding Financial Institutions): with reference to BFF S.p.A. exposures, the

Bank considers the Bank of Italy's quarterly decay rate®.

) Financial Institution counterparties: Financial Institution counterparties receive a credit rating assessment
defined by the applicable ECAI, based on the evaluation time (reporting/origination date).

After the determination of the rating for each counterparty, the association with the one-year PD is performed
using external migration matrices.

9) Inaccordance with the definition adopted by the Bank of Italy’s Statistical Bulletin: “The decay rate in a given quarter is given by the ratio of two
quantities. The denominator consists of the number of subjects registered in the Central Credit Register and not considered as “adjusted impair-
ment” at the end of the previous quarter. The numerator is the number of persons who entered into adjusted impairment during the quarter of
recognition. The denominator is net of any receivables assigned in the quarter to intermediaries not participating in the Central Credit Register.
The denominator of the ratio, although referring to the end of the previous quarter, is conventionally reported with an accounting date in the
quarter in which it is recognized (the same as the numerator and the decay rate)”.
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After the assignment of the one-year PD, the lifetime PD is determined using the Homogeneous Discrete-time
Markov Chain Method (HDTMC), which considers the following assumptions:

) estimation of cumulative PD curves using homogeneous migration matrices;

P estimation of the probability of the migration matrix’s cumulative migration using the “cohort method” over
discrete time horizons.

In line with IFRS 9, which establishes that PD estimates must incorporate not only the effects of current
conditions (Point-in-Time conversions) but also macroeconomic and forecast information (supplementing
forward-looking information), the Bank incorporates forward-looking (FLI) and Point-in-Time (PIT) components
into PD estimates, considering both current conditions and forecasts on future economic conditions, weighted
by the relative probability of occurrence, provided by external information providers.

The calculation methodology underlying the creation of these scenarios takes into account:

b specific currently observable factors of counterparties in identified clusters (e.g., current rating, outlook/
watchlist status);

p future developments in macroeconomic factors (e.g., GDP growth rate, unemployment rate, credit spread
movements).

In particular, the following statistical techniques were used:

b dynamic equations systems representing aggregate supply and demand components;

) periodic reassessments of equations to verify model robustness and prediction accuracy;
p use of econometric techniques for time series and panel data for the estimation process;

p implementation of Monte Carlo simulations to generate deviations from the baseline and to produce
empirical probability distributions.

Three scenarios were chosen to calculate PIT and FLI PD:
b baseline scenario: this is a probabilistic scenario that corresponds to the average forecast;
» high growth (upside) scenario: this is the probabilistic improvement scenario;

» mild recession (downside) scenario: this is the probabilistic worst-case scenario.

A probability of occurrence was associated with each scenario to obtain a weighted point-in-time and forward-
looking PD value.

Following the retrieval of the expected default rates, the methodological approach chosen consists in applying
scaling factors equal to the shocks on the default rates provided for by the defined scenarios (scaling factor
approach) to the estimated multi-period Through the Cycle PDs (conditioned TTCs).

For each rating class, the result is three forward PD curves to which the baseline scenario, the high growth
scenario and the mild recession scenario are applied.

To make the curves continuous and eliminate irregularities due to excessively aggressive shocks, the Bank
applies a smoothing algorithm using exponential damping to the forward PDs.Therefore, the Bank identifies
time dependent weightings to be applied to the TTC PD curve and to the recalculated curve after application of
the shocks.
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Loss Given Default (LGD)

In quantifying expected loss, the LGD parameter measures the expected loss in the event of counterparty
default. Therefore, LGD is a significant component for calculating the expected loss according to IFRS 9, both
for positions classified in Stage 1 (1-year time horizon), and for those that have undergone a significant increase
in credit risk and were therefore classified in Stage 2 and assessed on a lifetime basis.

Since the Bank has no internal models for calculating the LGD parameter, it has acquired a dedicated calculation
tool. LGD values are estimated using a calculation engine from an external provider, based on a historical sample
of default events and an econometric model using the characteristics of the transactions to which the exposure
subject to impairment refers.

The Bank assigns an LGD value to each transaction on the basis of appropriate portfolio segmentation, taking
into account the following risk factors: the probability of default associated with the counterparty, the reference
economic sector, and factors specific to the transaction (e.g., type of financing and positioning of the financing
within the capital structure).

The prospective approach that characterizes the IFRS 9 impairment model requires the recognition of expected
losses over the entire life of a loan. These losses should be estimated using historical, current and forward-
looking data. For a correct evaluation of the expected losses, all reasonable and supportable information that is
available without undue cost or effort at the date of the report subject to evaluation should be considered. The
expected loss described in IFRS 9 can be approximated in its closed form to the functional form, which can be
defined as the expected loss of AIRB (Advanced Internal Rating-Based) like models used to determine capital
requirements, as well as the IAS 39 collective impairment, albeit with a different (multi-period) perspective.

Exposure at Default (EAD)
When defining and modelling the parameters to be used over multiple periods to measure credit risk, the Group
considers also the Exposure at Default (EAD).

Similarly to what has already been defined in Basel models, to calculate ECL with credit risk parameters, EAD
under IFRS 9 allows the definition of the exposure that a creditor will have at the time of default at a specific
time over the life of the financial instrument.

Therefore, the EAD parameter must be aligned with the lifetime forecast horizon envisaged by the impairment
model, to allow for the calculation of the allowance also for transactions for which the standard requires lifetime
recognition.

The Bank has identified the following factors for the computation of lifetime EAD:
) type of exposure;
) due date.

From these distinguishing factors for Exposure at Default modelling, the following cases have been defined:
D exposures with a deterministic repayment plan (known cash flows and due dates);

) stochastic exposures (unknown cash flows and/or due dates).
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With reference to the exposures with deterministic repayment plans, the lifetime EAD is defined using
the repayment plan and its effective cash flows. Stochastic modelling is therefore not necessary for these
transactions. If the repayment plan is not available at the reporting date (despite it being provided for by
contract), the impairment is calculated by assuming a lifetime EAD for a bullet loan.

The entry into force of the new rules on default from January 1, 2021 did not have any negative effect in terms
of the classification of non-performing credit exposures. In view of the unchanged credit quality of the portfolio,
this result was made possible thanks to the credit strategies adopted by BFF Banking Group, strategies that
BFF has promoted within the Banking Group by carefully following the credit assessment, management and
recovery processes.

With regard to the application of the new definition of default, the Supervisory Authority issued specific guidance
making it mandatory to use the invoice due date as the starting date for the calculation of the due date for non-
recourse factoring exposures.

Note that at the end of 2020, with a view to approximating the provisions on the new definition of default, in
compliance with the aforementioned communication the Bank adopted the invoice due date (with an original
expiry of less than three months) as starting date instead of the estimated internal collection date for counting
the overdue amount for the non-recourse factoring product, aligning itself with what has been done by other
intermediaries.

This approach, taken from December 31, 2020, led to considering the preferential weighting of 20% envisaged
by Art. 116, paragraph 3, of the CRR for all exposures to public sector entities with an original expiry of less than
three months. The effect of this change — until then, prudentially, not adopted by BFF Banking Group in contrast
with other market operators — was a lower absorption of capital, with a consequent improvement in capital
ratios. This amendment made it possible to align the calculation of RWAs with the approach adopted by the
other intermediaries and to unlink the calculation of capital absorptions for exposures to public sector entities
with an original duration of three months or less from the assessments made by the credit rating agencies of the
countries that the Bank operates in.

IFRS 9 - Update to reflect the COVID-19 financial crisis

The annual update of the risk parameters (PD and LGD) allows taking into account the evolution of the effects
of COVID-19 within the estimates of expected losses. The Baseline, High Growth and Mild Recession forecasts
were updated in June 2021 and provide the forecasted default rates for the 20 quarters following the updating
date. These scenarios, provided by the external info provider, are also basically aligned with the new scenarios
published by such info provider in December. The analyses of the Risk Management Function, performed for
the fourth quarter of the year, indeed highlight that in December 2021 macroeconomic estimates do not
significantly differ from those of June 2021. Indeed, the economic recovery is confirmed, driven especially by the
vaccination campaign, and estimated unemployment rates, in any event, are better than what was estimated in
June 2021. Indeed, according to the analysis of the external info provider, “the unemployment rate is stagnant,
while inflation is resuming due to base effects, pressures from the reopening of the economy and rising energy
prices”. The comparison between the macroeconomic scenarios of the external info provider and those provided
by the European Central Bank in December 2021 also highlights a substantial alignment between the scenarios.
However, the impacts of COVID-19 have not entailed, and are not expected to entail, changes to the model
underlying the estimation of the IFRS 9 ECL.
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IFRS 3 - Business combinations

The accounting standard for business combinations is IFRS 3 (revised).

The transfer of control of a business (or an integrated set of activities and assets, conducted and managed by
the same party) constitutes a business combination.

In accordance with IFRS 3, each business combination requires the identification of an acquirer. The latter must
be identified in the entity that obtains control of another entity or group of businesses.

The acquisition, and therefore the first-time consolidation of the acquiree, must be accounted for on the
date in which the acquirer obtains effective control of the business or assets acquired. When the acquisition
occurs through a single exchange transaction, the exchange date generally coincides with the acquisition date.
However, it is always necessary to verify the existence of any agreements between the parties which could
involve a transfer of control before the exchange date.

The consideration transferred in a business combination must be measured as the sum of the fair value, at the
exchange date, of the assets sold, the liabilities incurred or assumed, and the equity instruments issued by the
acquirer in exchange for control.

In the transactions that provide for payment in cash (or when payment is expected by means of financial
instruments similar to cash) the price is the agreed consideration, possibly discounted if an instalment payment
is expected in a period longer than the short term. If the payment is made through an instrument other than
cash, therefore through the issue of equity instruments, the price is equal to the fair value of the means of
payment net of the costs directly attributable to the capital issue transaction.

Adjustments subject to future events are included in the consideration for the business combination at the
acquisition date if envisaged by the agreements and only if they are probable, reliably determinable and
realized within 12 months of the date of acquisition of control, while compensation for reduction in the value
of the assets used is not considered as already considered either in the fair value of the equity instruments or
as a reduction in the premium or increase in the discount on the initial issue in the case of issuance of debt
instruments.

The costs related to the acquisition are the expenses incurred by the acquirer to complete the business
combination.

The acquirer must account for the costs related to the acquisition as expenses in the periods in which these costs
are incurred and the services are received, with the exception of the costs of issuing shares or debt instruments
that must be recognized in accordance with IAS 32 and IFRS 9.

Business combinations are accounted for using the “acquisition method”, which requires identifiable assets
acquired (including any intangible assets not previously recognized by the acquiree) and liabilities assumed
(including contingent liabilities) to be measured at their fair values at the acquisition date.

Moreover, for each business combination, any minority stake in the acquired company can be recognized at fair

value (with a consequent increase in the consideration transferred) or in proportion to the share of the minority
stake in net identifiable assets of the acquired companies.
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The excess between the consideration transferred (represented by the fair value of the assets transferred, the
liabilities incurred or the equity instruments issued by the acquirer), possibly supplemented by the value of the
minority interests (determined as set out above) and the fair value of the interests already held by the acquirer,
and the fair value of the assets and liabilities acquired must be recognized as goodwill. However, if the latter
are higher than the sum of the consideration, minority interests and fair value of the shares already held, the
difference must be charged to the income statement.

The accounting for a business combination can be made on a provisional basis by the end of the year in which
the combination is effected, but must be perfected within 12 months of the acquisition date.

Transactions aimed at controlling one or more companies that do not constitute a business activity or temporary
control or, finally, if the business combination is carried out for reorganization purposes, therefore between two
or more companies or business activities that are already part of BFF, and which does not involve a change in
the control structures regardless of the percentage of minority rights before and after the operation (so-called
business combinations of companies under common control) do not constitute business combinations.

For more information refer to Part G “Business combinations” of the Explanatory Notes to these financial
statements.
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A.4 INFORMATION ON FAIR VALUE

IASs/IFRSs require that financial instruments classified as “Financial assets at fair value through profit or loss”,
“Financial assets at fair value through other comprehensive income” and “Financial liabilities held for trading”
be measured at fair value.

The fair value is the price that would be received for a sale of an asset or which would be paid for the transfer of a
liability in a normal transaction between market operators (in other words, not a forced liquidation or sale below
cost) on the measurement date. The fair value is a market measurement criterion not specific to the entity.
An entity needs to assess the fair value of an asset or liability by adopting the assumptions that the market
operators would use when determining the price of the asset or liability, assuming that the market operators act
to satisfy their own economic interests in the best possible way.

In determining the fair value of a financial instrument, IFRS 13 establishes a hierarchy of criteria in terms of the
reliability of the fair value according to the degree of discretion applied by entities, giving priority to the use
of observable market parameters that reflect the assumptions that market participants would use in valuing
(pricing) an asset/liability. Three different input levels are identified:

D Level 1: inputs represented by (unmodified) quoted prices in active markets for identical assets or liabilities,
which can be accessed on the measurement date;

b Level 2: inputs other than quoted prices included in Level 1 that are directly (as in the case of prices) or
indirectly (i.e. as derived from prices) observable for the assets or liabilities to be measured;

b Level 3: unobservable inputs for the asset or liability.

The choice between the aforementioned methods is not optional since they must be applied in hierarchical
order. Absolute priority is given to the official prices available in active markets for the assets and liabilities to be
measured (Level 1) or for assets and liabilities measured using valuation techniques based on observable market
parameters other than the prices of the financial instrument (Level 2), and lower priority is given to assets and
liabilities whose fair value is calculated using valuation techniques based on parameters that are not observable
in the market and are therefore more discretionary (Level 3).

In compliance with the rules described above, the market price recorded at the end of the reporting period is
used for instruments quoted in active markets (Level 1). The fair value of financial instruments not listed on
active markets has been determined by using valuation techniques based mainly on the discounting of cash
flows. The valuation techniques used incorporate all the factors considered by the market when setting the price
and are based mainly on observable market inputs (Level 2).

Specifically:
p bonds are measured by discounting the future cash flows envisaged in the contractual plan of the security,
using the market rates adjusted for counterparty risk;

p derivative contracts, consisting of overnight interest rate swaps (OISs), are measured based on market
valuation models using market rates as the prevailing parameters, adjusted for counterparty risk. Where
relevant, this risk includes both changes in the counterparty's creditworthiness and changes in the issuer's
creditworthiness (own credit risk);
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p for equities, there is a hierarchy and an order of application of measurement methods that considers, first
of all, any transactions in the security recorded over a sufficiently short period of time compared to the
valuation period, comparable transactions of companies operating in the same sector and the application
of analytical financial, income-based and equity-based valuation methods. The measurement method for a
financial instrument is adopted on a continuing basis, and is only changed if there are significant variations
in the market or subjective conditions of the issuer of the financial instrument. The Bank does not hold any
Level 3 financial instruments, except for those of an immaterial value.

A.4.1 Fair value levels 2 and 3: valuation techniques and input used

The valuation techniques used are adapted to the specific characteristics of the assets and liabilities being
valued. The choice of inputs is aimed at maximising the use of those that can be observed directly on the market,
minimising the use of internal estimates.

With regard to Level 2 financial instruments, mainly represented by SWAPS and loans to customers and to
banks measured at amortized cost, the valuations as at December 31, 2021 were based on interest rates
and volatility factors derived from the market. In view of the bank's limited dealings in the over-the-counter
derivatives segment and its dealings mainly with the most relevant counterparties based on risk-mitigating
collateralization agreements, the adjustments made to the measurement of Level 2 instruments to incorporate
counterparty risk were not significant.

With regard to Level 2 UCl units, the value is determined using the official NAV.

The only instrument classified as Level 3 is the amount due from the Interbank Deposit Protection Fund's
voluntary scheme.

A.4.2 Processes and sensitivity of valuations

At December 31, 2021, as mentioned above, the only instrument classified as Level 3 is the amount due from
the Interbank Deposit Protection Fund's voluntary scheme. The most recent fair value estimate received by the
Fund and prepared by a major consulting firm has been adopted.

A.4.3 Fair value hierarchy
At December 31, 2021, as in 2020, there were no transfers between Level 1, Level 2 and Level 3.
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A.4.5 Fair value hierarchy

A.4.5.1 Assets and liabilities valued at fair value on a recurring basis: breakdown by levels of fair value

(Values in thousand euros)

12.31.2021 12.31.2020

Financial assets / liabilities
measured at fair value Level 1 Level 2 Level 3 Level 1 Level 2 Level 3

1. Financial assets measured
at fair value through profit
or loss 9 36,484 104 147 17

a) financial assets held for
trading 9 4,087 =

b) financial assets carried
at fair value - - -

¢) other financial assets
subject to mandatory
fair-value valuation - 32,400 104

2. Financial assets measured
at fair value through other
comprehensive income 167 83,339 — 147 17

3. Hedging derivatives - 13 -

4. Tangible assets = - —

5. Intangible assets = - _
Total 176 119,837 104 - 147 17

1. Financial liabilities held for
trading 2,725

2. Financial liabilities at fair
value -

3. Hedging derivatives 4,814

Total 7,539

Key:

L1=Levell
L2 =Level 2
L3 =Level3
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A.4.5.2 Annual changes in assets measured at fair value on a recurring basis (level 3)

(Values in thousand euros)

Financial assets measured at fair value through profit or loss Financial Hedging  Tangible Intangible
Total of which: a) of which: of which: c) me:ssjre:; derivatives assets assets
financial assets  b) financial other financial t fair val
held fortrading assetsatfair  assets subject to atrarvaue
. through other
value mandatory fair- .
. comprehensive
value valuation .
income
1. Opening balances 17
2. Increases 154
2.1 Purchases
2.2 Profits charged to:
2.2.1Income
Statement
- of which gains
2.2.2 Shareholders'
equity X X X
2.3 Transfers from other
levels
2.4 Other increases 154
3. Decreases -67
3.1Sales
3.2 Repayments
3.3 Losses charged to:
3.3.1Income
Statement
- of which losses
3.3.2 Shareholders'
equity X X X
3.4 Transfers from other
levels
3.5 Other decreases -67
4. Closing balances 104
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A.4.5.4 Assets and liabilities not measured at fair value or measured at fair value on a non-recurring basis:

breakdown by levels of fair value
(Values in thousand euros)

Assets and liabilities not 12.31.2021 12.31.2020
valued at fair value or valued
at fair value on a non- VB L1 L2 L3 VB L1 L2 L3

recurring basis

1. Financial assets measured
at amortized cost 9,756,006 5,839,220

3,963,385 5,339,291 1,739,407 ~ 3,657,241

2. Tangible assets held for
investment

3. Non-current assets held
for sale and discontinued
operations

9,756,006 5,839,220 3,963,385 5,339,291 1,739,407 3,657,241

=

. Financial liabilities
measured at amortized cost 9,875,043 188,861 - 9,688,758 5,118,732 771,810 - 4,359,836

N

. Liabilities linked to assets
held for sale

9,875,043 188,861 - 9,688,758 5,118,732 771,810 - 4,359,836

Key:

BV = Book value
L1=Levell

L2 =Level 2

L3 =Level3

A.5 INFORMATION ON THE "DAY ONE PROFIT/LOSS”

BFF Banking Group does not hold, nor has it held, any financial assets to which this disclosure is applicable,
pursuant to IFRS 7, paragraph 28.
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Part B - Information on the Balance Sheet

All amounts in the tables are stated in thousands of euros.

ASSETS

Section 1 - Cash and cash equivalents - Item 10

€543,227 thousand

1.1 Cash and cash equivalents: breakdown

(Values in thousand euros)

Total Total

12.31.2021 12.31.2020

a) Cash 190 2
b) Current accounts and sight deposits at Central Banks 360,142 173,277
c) Current accounts and sight deposits at banks 182,895 6,244
Total 543,227 179,523

Starting from December 31, 2021, in line with what is set forth in the 7" update of Bank of Italy circular 262/205, the
item in question, aside from cash and sight deposits at Central Banks, with the exception of the compulsory reserve,
also includes current accounts, as well as sight receivables (current accounts and sight deposits) from banks.

As of December 31, 2021, this item mainly includes unrestricted deposits with the Bank of Italy, amounting to
€360 million, as well as current accounts held by the Bank at third-party banks at the end of 2021, amounting
to €183,075 thousand.

Section 2 - Financial assets measured at fair value through profit or loss -
Item 20

€36,598 thousand
This item is broken down as follows:

b Financial assets held for trading of €4,095 thousand, which primarily includes the positive fair value of
derivative instruments classified as trading assets but used for the operational hedges of interest rate risk
that the Bank is exposed to;

p Other financial assets subject to mandatory fair-value valuation of €32,503 million, which mainly include the
"UCI units" (equal to €32.4 million) managed for the most part by the "Italian SGR Investment Fund" and, to
a lesser extent, by the "Atlas Fund". The value of these shares has been updated to the latest available NAV
made available to these funds on June 30, 2021. Finally, the item also includes Banca Carige’s holding in the
Voluntary Scheme of the Interbank Deposit Protection Fund (FITD) as assessed in the last available fair value
report (€104 thousand).
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2.1 Financial assets held for trading: breakdown by type

(Values in thousand euros)

Items/values Total Total
12.31.2021 12.31.2020

L1 L2 L3 L1 L2 L3

A. On-balance-sheet assets

1. Debt securities

1.1 structured securities

1.2 other debt securities 8
2. Equity securities 1
3. UCl units
4. Loans

4.1 Repurchase
agreements

4.2 Others
Total (A)

|

B. Derivatives

1. Financial derivatives
1.1 held for trading 4,086

1.2 connected to the fair
value option

1.3 others

2. Credit derivatives
2.1 held for trading

2.2 connected to the fair
value option

2.3 others

Total (B) 4,086

Total (A+B) ) 4,086

Key:

L1=Levell
L2 =Level 2
L3=Level3
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2.2 Financial assets held for trading: breakdown by borrower/issuer/counterparty

(Values in thousand euros)

Items/values Total Total
12.31.2021 12.31.2020

A. On-balance-sheet assets

1. Debt securities 8

a) Central Banks

b) Public administrations 4

c) Banks

d) Other financial companies

of which: insurance companies

e) Non-financial companies

2. Equity securities 1
a) Banks

b) Other financial companies:

of which: insurance companies

¢) Non-financial companies 1

d) Otherissuers
3. UCl units

4. Loans

a) Central Banks

b) Public administrations

c) Banks

d) Other financial companies

of which: insurance companies

e) Non-financial companies

f) Households

B. Derivatives 4,086
a) Central counterparties
b) Others 4,086
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2.5 Other financial assets subject to mandatory fair-value measurement: breakdown by type

(Values in thousand euros)

Items/values Total Total
12.31.2021 12.31.2020

L1 L2 L3 L1 L2 L3

1. Debt securities

1.1 Structured securities

1.2 Other debt securities

2. Equity securities 104
3. UCl units 32,399

4. Loans

4.1 Repurchase agreements
4.2 Others
Total 32,399 104

Key:

L1=Levell
L2 =Level 2
L3 =Level3
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2.6 Other financial assets subject to mandatory fair-value measurement: breakdown by borrower/
issuer

(Values in thousand euros)

Items/values Total Total
12.31.2021 12.31.2020

1. Equity securities
of which: banks

of which: other financial companies 104

of which: other non-financial companies

2. Debt securities

a) Central Banks

b) Public administrations

¢) Banks

d) Other financial companies

of which: insurance companies

e) Non-financial companies
3. UCl units B27M99

4. Loans

a) Central Banks

b) Public administrations
c) Banks

d) Other financial companies

of which: insurance companies

e) Non-financial companies

f) Households

Total 32,503
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Section 3 - Financial assets measured at fair value through other
comprehensive income - Iltem 30

€83,506 thousand

At December 31, 2021 this item included:
b the stake in the Bank of Italy of €80 million, purchased in March 2021;

b the shares relating to the Visa Class C security equal to €2,538 thousand, not listed, whose fair value is
determined by the comparison with Visa Series A listed shares (according to the conversion plan defined in
2016 on the occasion of the integration with Visa Europe);

p other minorinvestments worth approximately €968 thousand.

At December 31, 2021, the amount attributed to BFF Bank relating to its participation in the Voluntary Scheme
of FITD for the actions taken to support Cassa di Risparmio di Cesena was totally written off; this amount as at
December 31, 2020 came to €147 thousand.

Also during the first half of the year, the shareholding in Nomisma S.p.A. -Societa di Studi Economici was sold,
both the share belonging to BFF and the shareholding from the merger with the former DEPObank, for a total
amount of €67 thousand.

3.1 Financial assets measured at fair value through other comprehensive income: breakdown by type

(Values in thousand euros)

Items/values Total Total
12.31.2021 12.31.2020

L1 L2 L3 L1 L2 L3

1. Debt securities

1.1 Structured securities

1.2 Other debt securities

2. Equity securities 167 83,339 147 17

3. Loans
Total 167 83,339 147 17

Key:

L1=Levell
L2 =Level 2
L3=Level3

Financial Statements 2021

179




180

v

Report on Operations Financial statements for the year ~ Certification by the Report of the Board of Report of the
ending December 31, 2021 Financial Reporting Statutory Auditors Independent Auditors
Officer

3.2 Financial assets measured at fair value through other comprehensive income: breakdown by
borrower/issuer

(Values in thousand euros)

Items/values Total Total
12.31.2021 12.31.2020

1. Debt securities

a) Central Banks

b) Public administrations

c) Banks

d) Other financial companies

of which: insurance companies

e) Non-financial companies

2. Equity securities 83,506 164
a) Banks 80,374 -
b) Other issuers: 3,132 164

- other financial companies 2,844 147

of which: insurance companies

- non-financial companies 288 17

- others

3. Loans

a) Central Banks

b) Public administrations
c) Banks

d) Other financial companies

of which: insurance companies

e) Non-financial companies
f) Households
Total 83,506 164

Section 4 - Financial assets measured at amortized cost - Item 40
€9,756,006 thousand
This item is broken down as follows:

p receivables due from banks of €403,898 thousand;

D receivables due from customers of €9,352,108 thousand, which, based on the guidance in the new IFRS 9,
from January 1, 2018 also includes the Held to Collect (HTC) securities portfolio of € 5,792,627 thousand.
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Receivables due from banks
€403,898 thousand

4.1 Financial assets measured at amortized cost: breakdown by type of amounts due from banks

(Values in thousand euros)

Type of operations/ Total Total
Values 12.31.2021 12.31.2020
Book value Fair value Book value Fair value
Stage Stage Purchased L1 L2 L3 Stage Stage Purchased L1 L2 L3
oneand three or oneand three or
Stage originated Stage originated
two impaired two impaired
A. Receivables due
from Central Banks 156,038 156,038 14,757 14,757
1. Time deposits 154 X X X 14,757 X X X
2. Mandatory
reserve 155,885 X X X X X X
3. Repurchase
agreements
4. Others
B. Receivables due
from banks 247,860 247,860 -
1. Loans 247,860 247,860
1.1 Current
accounts -
1.2 Time deposits 2,643
1.3 Other loans: 245,217
- Reverse
repurchase
agreements 160,438 X X X X X X
- Loans for
leases - X X X X X
- Others 84,779

2. Debt securities -

2.1 Structured
securities -

2.2 Other debt
securities -

403,898 403,890

Key:

L1=Levell
L2 =Level 2
L3 =Level3
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As mentioned above, starting from December 31, 2021, in line with what is set forth in the 7th update of
Bank of Italy Circular 262/205, all sight deposits at Central Banks, with the exception of the compulsory reserve,
as well as current accounts and sight receivables (current accounts and sight deposits) from banks have been
reclassified to Balance Sheet item 10 “Cash and cash equivalents”.

Therefore, at December 31, 2021 “Receivables due from Banks - restricted deposits” consist of €2,643 thousand
deposited with Banco de Espafia as CRM (Coeficiente de Reservas Minimas) for deposit-taking activities
conducted by the Spanish branch of the Bank through Cuenta Facto, and €154 thousand deposited with the
National Bank of Poland (Narodowy Bank Polski) for deposit-taking activities conducted by the Polish branch
through Lokata Facto.

The item "Receivables due from central banks - Minimum reserves", deriving from the financial statements of
the former DEPObank, also includes the amounts deposited in compliance with the reserve requirement of the
client banks (“intermediated”), for which BFF Bank provides the service on an indirect basis.

The item "Receivables due from banks —Repurchase agreements” refers to contracts governed by Global Master
Repurchase Agreements (GMRASs) with other banks.

“Receivables due from banks — Other” consist mainly of operating receivables, i.e. receivables for transactions
connected to the provision of services, and in particular of daily positions connected to the provision of payment
card settlement services.

This item does not include any impaired assets.

Loans to customers
€9,352,108 thousand, including Held to Collect securities of €5,792,627 thousand

Starting from January 1, 2018, the item “Financial assets measured at amortized cost — Receivables due from
customers” includes debt securities in the Held to Collect (HTC) portfolio in addition to loans to customers,
pursuant to the updates of Bank of Italy Circular no. 262, in compliance with the new IFRS 9.

This item mainly includes loans to customers of €3,872.8 million (mainly receivables due from debtors in relation
to factoring activities) and €5,792.6 million in debt securities in the HTC portfolio.

BFF’s receivables due from customers are measured at amortized cost, determined based on the present value
of estimated future cash flows.

The non-recourse receivables include both principal and late payment interest accruing as from the due date of
the receivable. In order to compute amortized cost, including late payment interest recognized on an accrual
basis, Banca Farmafactoring updates the time series of data regarding the late payment interest collection
percentages and times on an annual basis, when the financial statements are prepared. However, a prudent
decision was made to consider, also for 2021, the use of the same 45% collection percentage and the same
collection time, 1,800 days, as used by Banca Farmafactoring.
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The cumulative value of late payment interest to which Banca Farmafactoring is entitled and not yet collected
for receivables purchased outright (so-called Provision for late payment interest) amounted to €641.7 million,
of which only €270.8 million were recognized in the income statement of the period and in previous periods.

Debt securities classified in the HTC portfolio, equal to €5,793 million, are measured at amortized cost. The
relevant interest, calculated using the effective rate of return, is recognized in the income statement using the
effective rate of return.

At December 31, 2021, this portfolio consists exclusively of government securities purchased to hedge liquidity
risk and to optimize the cost of money. It has a total face value of €5,707 million and fair value of €5,839 million,
with a negative difference (before taxes) of around €46 million compared to the carrying amount on the same
date, not recognized in the financial statements.

At December 31, 2021, the item also included the HTC portfolio from the merged company DEPObank, which
led to a significant increase. At the time of the accounting merger, as required by the revised International
Accounting Standard IFRS 3, the entire HTC portfolio recorded in the financial statements of DEPObank was
revalued at its fair market value as at February 28, 2021 (at the end of the financial day). The new value of the
securities was recorded in BFF Bank's financial statements as the initial recognition value and the new amortized
cost was calculated on this basis. The difference between the securities’ old value at amortized cost and the
new fair value thereof resulted in a positive impact net of the deferred tax effect of approximately €36 million,
recorded in the Income Statement as a counterpart to the badwill.

This effect would be reabsorbed through the amortized cost mechanism during the years following the closing
with consequent lower revenues compared to the value of the amortized cost pre-deal until their maturity.

In reality, the Bank submitted a request and received a positive response from the Italian Revenue Agency with
respect to the possibility to apply an exemption from ordinary rules which establish the tax neutrality of the
Merger and the resulting need to neutralize the effects of the misalignment through the described increases,
by applying the special provisions on realignment of the higher accounting values with respect to tax values,
proceeding with the payment in 2022 of substitute tax relating to the Misalignment.

For more details, see “Section 11 - Tax assets and liabilities”.
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4.2 Financial assets measured at amortized cost: breakdown by type of loans to customers
€9,352,108 thousand

(Values in thousand euros)

Type of Total 12.31.2021 Total 12.31.2020
operations/ Book value Fair value Book value Fair valve
values Stageone  Stage Purchased L1 L2 L3 Stageone  Stage Purchased L1 L2 L3
andStage  three or and Stage three or
two originated two originated
impaired impaired
1. Loans 3,474,899 79,295 5,287 3,559,481 3,538,143 104,341 5,614 3,642,483
1.1 Current
accounts 20,498 1,141 - X X 3 1 X X X

1.2 Reverse
repos 127,451 X X X X X X

1.3 Mortgages X X X X X X

1.4 Credit

cards and

personal

loans,

including

salary

assignment

loans 469 X X X X X X
1.5 Finance

leases X X X

1.6 Factoring 1,985,606 76,462 5,287 X X X 2,262,264 98,420 5,614
1.7 Other

loans 1,340,875 1,692 X X X 1275876 1,307 X X X
2. Debt

securities 5,792,627 5,839,220 1,736,037
2.1 Structured

securities
2.2 Other debt

securities 5,792,627 5,839,220 1,682,050 1,736,037
Total 9,267,526 79,295 5,287 5,839,220 - 3,559,481 5,220,195 98,727 5,614 1,736,037 1,739,407 3,642,483

Key:

Ll1=Levell
L2 =Level 2
L3=Level3

>

This item breaks down as follows:

p Performing factoring amounted to a total of €1,985,606 thousand and consisted exclusively of receivables
purchased outright, registered under the name of the assigned debtor, with the conditions for derecognition,
and measured at amortized cost.

Non-recourse receivables are mainly purchased already past due, and their principal portion is deemed
collectible. The right to accrued and accruing late payment interest is acquired upon purchase.
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Receivables purchased below face value totalled €23,347 thousand.
p Other performing loans due from customers amounted to €1,340,875 thousand. They mainly include:

— Accrued late payment interest of about €163,025 thousand; this amount has already been recognized in
the income statement in the current and prior years and refers only to late payment interest accrued on
principal already collected. Therefore, of the €271 million late payment interest recognized in the income
statement, and referring to the provision existing at December 31, 2021, €163 million refers to the item
under review, while the remaining amount of €108 million was recognized under “factoring”;

- Intercompany loans granted to the subsidiary BFF Finance Iberia and the BFF Polska Group for a total of
€1,040,921 million;

— security deposits of approximately €36,788 thousand for settlement activities related to the transactions
typical of the Securities Services and Banking Payments business areas;

— security deposits for transactions in place with Cassa Compensazione e Garanzia for €89,862 million;

D Reverse repurchase agreements amounting to €127,451 thousand. These are exposures arising from
contracts with customers regulated by the Global Master Repurchase Agreement (GMRA).

p Current account credit facilities amounting to €20,498 thousand are for the use of lines of credit granted to
funds and asset management companies using the custodian bank services (as part of the services offered
by the Securities Services business unit) or by corporate customers to whom collection and payment services
are provided (as part of the services provided by the Banking Payments Department).

BFF’s net impaired assets amounted to a total of €84,582 thousand. They include:

» Non-performing loans: these are exposures to parties that are in a state of insolvency or in basically similar
situations, regardless of any loss projections made by the company.

At December 31, 2021, the overall total of the non-performing loans, net of impairment, amounted to
€65,944 thousand, of which €5,287 thousand purchased already impaired. Net non-performing loans relating
to Italian municipalities and provincial governments in financial distress amounted to €64,468 thousand,
accounting for 97.8% of the total. This case is classified as non-performing in accordance with the indications
given by the Supervisory Authority, despite the fact that BFF is entitled to receive 100% of principal and late
payment interest at the end of the insolvency procedure.

The portion of the provision for late payment interest relating to non-performing exposures, recognized at
the time of the change in estimate in 2014, was equal to €1,269 thousand, entirely impaired. Taking account
of this amount, too, gross non-performing loans amounted to €70,498 thousand and relevant adjustments
totalled €4,554 thousand.

p Unlikely-to-pay positions: these exposures reflect the judgement made by the intermediary about the
unlikelihood that-absent such actions as the enforcement of guarantees-the debtor will fully fulfil (for
principal and/or interest) its credit obligations. This assessment should be arrived at independently of the
existence of any past due and unpaid amounts (or instalments).

At December 31, 2021, gross exposures classified as unlikely to pay amounted to €1,554 thousand, written
down by €694 thousand. The net exposure therefore amounts to €860 thousand.

» Net past due exposures totalled €17,779 thousand, of which €17,677 thousand (99.4%) attributable to public
administration counterparties and public sector companies.
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Fair value

Thefinancial statementitem “Due from customers” mainly refersto non-recourse receivables, forwhich an active
and liquid market is not available. In particular, these are past due receivables due from public administration
agencies, for which the price in a hypothetically independent transaction cannot be easily determined, partly
due to difficulties in reasonably assessing the liquidity risk that would be accepted by the market for such
transactions.

Consequently, the carrying amount (determined based on the amortized cost and taking into account any
individual and collective impairment), in relation to the nature, type, duration of such assets and related
collection projections, was deemed to be substantially representative of the fair value of these receivables on
the reporting date.

4.3 Financial assets measured at amortized cost: breakdown by borrower/issuer of loans to

customers
(Values in thousand euros)
Type of operations/Values Total 12.31.2021 Total 12.31.2020
Stageone  Stage three Purchased Stageone  Stage three of which:
and Stage or originated and Stage purchased or
two impaired two originated
impaired
1. Debt securities 5,792,627 1,682,050
a) Public authorities 5,792,627 1,682,050
b) Other financial
companies
of which: insurance
companies
¢) Non-financial companies
2. Loans to: 3,474,899 79,295 5,287 3,538,143 98,727 5,614
a) Public authorities 2,092,928 77,056 5,287 2,345,048 97,975 5,614
b) Other financial
companies 1,261,221 1,141 1,127,634
of which: insurance
companies 4 1
¢) Non-financial companies 85,070 719 35,406 297
d) Households 35,681 379 30,055 455

9,267,526 5,220,193

The exposures to financial companies relate mainly to loans granted to the subsidiaries BFF Finance Iberia and
BFF Polska Group (for a total of €1,041 million) and Cassa di Compensazione e Garanzia for €126.6 million.
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4.4 Financial assets measured at amortized cost: gross amount and total adjustments

(Values in thousand euros)

Gross amount Total value adjustments
Stage Stage Stage Purchased Stage  Stage Stage Purchased Total
one two three or one two three or partial
of which: .. .. .
originated originated  write-
Instruments . . . .
with low impaired impaired  offs (*)
credit risk
Debt securities 5,793,236 - 610
Loans 3,169,987 - 709,997 83,088 5,493 1,069 118 3,793 206
Total12.31.2021 8,963,223 - 709,997 83,088 5,493 1,679 118 3,793 206
Total12.31.2020 5,134,905 - 102,738 100,465 5,828 2,592 101 1,737 214

(*) Value presented for informative purposes.

Section 5 - Hedging derivatives - ltem 50

€13 thousand

5.1 Hedging derivatives: breakdown by hedge type and level

(Values in thousand euros)

Fair value NV Fair value NV
12.31.2021 12.31.2021 12.31.2020 12.31.2020

L1 L2 L3 L1 L2 L3

A. Financial
derivatives

1) Fair value

2) Financial
flows 13 17,403

3) Foreign
investments

B. Credit
derivatives

1) Fair value

2) Financial
flows

Total 13 17,403

Key:

NV = notional value
L1=Levell

L2 =Level 2

L3 =Level3
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The item includes the positive fair value at December 31, 2021 relating to currency swap hedges with notional
in zloty defined with the aim of hedging the loans disbursed in zloty to Polish subsidiaries under current
intercompany agreements.

5.2 Hedging derivatives: breakdown by portfolios hedged and hedge type

(Values in thousand euros)

Transactions/Hedge type Fair value Financial flows Foreign
investments
Microhedge Macrohedge  Microhedge Macrohedge
debt equity currency loans commodities others

securities  securities  and gold
and and stock

interest indices
rates

1. Financial assets

measured at fair

value through other

comprehensive income X X X X X
2. Financial assets

measured at amortized

cost X X X X 13 X X
3. Portfolio X X X X X X X X
4, Other transactions X X
Total assets 13
1. Financial liabilities X X X X
2. Portfolio X X X X X X X X
Total liabilities
1. Expected transactions X X X X X X X X X
2. Portfolio of financial

assets and liabilities X X X X X X X

Section 7 - Equity investments - Item 70

€150,491 thousand

The item totalled €150 million and consisted of investments in BFF Polska Group and BFF Finance Iberia, both of
which were exclusively controlled by the Bank which holds 100% of the capital, as well as Unione Fiduciaria, with
an equity investment amounting to 26.46% of the share capital and resulting from the financial investments of
the former DEPObank.

Allinvestments are recorded in the financial statements according to the cost method.

The stake in BFF Polska Group amounted to €109.2 million. The Polish subsidiary achieved a profit for the year
of €22.9 million, contributing the same amount to BFF Banking Group's Income Statement.
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The value of the investment in BFF Finance Iberia is equal to €32.7 million (including the company 10S Finance
S.A.U., acquired in 2019 and now incorporated in BFF Finance Iberia). The Spanish subsidiary achieved a profit
for the year of €11.3 million, contributing the same amount to BFF Banking Group's income statement.

The value of the equity investment in Unione Fiduciaria is €8.6 million.

For the two investments in companies controlled on an exclusive basis (BFF Polska and BFF Finance Iberia),
an impairment test was performed on the goodwill generated during the acquisition and recorded in the
consolidated financial statements of BFF Banking Group as required by international accounting standards,
which confirmed the retention of the book value of said goodwill and consequently of the related investments,
recorded in the Bank's financial statements.

This test must be performed annually or whenever there is evidence of impairment and is carried out by
comparing the carrying amount of the investment with the recoverable amount of the Cash Generating Unit
(CGU).

In particular, with respect to the two items of goodwill in question which were generated following the
acquisition of BFF Polska Group and BFF Finance Iberia, in the course of 2021 the Dividend Discount Model
method and assessment formula was adopted, based on which the value in use of each company CGU is equal
to the present value of the dividends expected in the explicit forecast period (equal to 2 years) and the terminal
value obtained by projecting in perpetuity at the capitalization rate the sustainable dividend beyond the explicit
forecast period.

In order to estimate the opportunity cost of equity (cost of equity - “coe”) the Capital Asset Pricing Model was
used, adjusted to consider the reduced size of BFF Banking Group and its CGUs, based on which:

» Coe =Risk Free +f x (Equity Risk Premium) + Size Premium;

D Risk Free t = yield to maturity of the ten-year government rate of the country in which the CGU operates,
corresponding to the average at 1 year at the date of December 31, 2021 of the yields to maturity of the
benchmark on ten-year government securities from the source Datastream;

b P=coefficient expressing the risk of a security, estimated for the CGUs as equal to 1.22x and based on monthly
historical yields at 5 years of the securities of comparable companies and the respective local market indexes.
The comparable companies are the European companies surveyed by the provider RBICS FactSet as operating
in the sub-sector to which BFF Banking Group belongs and corresponding to the Collection Agencies and
Loan Factoring Services sub-sector. The companies considered were only those with revenues in the sub-
sector exceeding 20% of the entire Equity Risk Premium market risk premium turnover that incorporates the
country risk of Poland and Spain. Reference was made to the figure published by Prof. Fernandez and Prof.
Damodaran;

b Size Premium = risk premium for reduced size and aligned with the premium for historical risk surveyed by
the academics Fama and French since 1970. This estimate at December 31, 2021 is equal to 1.9%.

The “g” growth rate was prudently assumed to be equal to 0%.

In conclusion, the estimated value in use of the BFF Polska CGU (cum dividend 2021) is €266.3 million at
December 31, 2021. This value compares with a carrying amount of €159.78 million.
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Therefore, in conclusion, each equity investment was considered as a single CGU - cash generating unit, and the
related overall valuations thus made it possible to determine the recoverable amount of goodwill. The latter was
calculated in terms of value in use, i.e. as the present value of the future cash flows expected to be generated
by the CGUs in the future.

The comparison between the valuesderiving from the DDM and the book values of the investments shows that
the recoverable values identified confirm the resilience of the latter in the financial statements.

7.1 Equity investments: information on shareholding relationships

Name Registered office Operating office Stake  Votingrights %
A. Exclusively controlled companies
1. BFF Finance lberia, S.A. Madrid (Spain) Madrid (Spain) 100% 100%
2. BFF Polska S.A. todz (Poland) todz (Poland) 100% 100%
B. Jointly controlled companies
C. Companies over which significant influence
is exercised
1. Unione Fiduciaria Milan (Italy) Milan (ltaly) 26.46% 26.46%

7.5 Equity investments: annual changes

(Values in thousand euros)

Total
12.31.2021

Total
12.31.2020

A. Opening balance

141,927

141,927

B. Increases

B.1 Purchases

B.2 Write-backs

B.3 Revaluations

B.4 Other changes

8,564

C. Decreases

C.1Sales

C.2 Value adjustments

C.3 Impairment

C.4 Other changes

D. Closing balance

150,491

141,927

E. Total revaluations

F.Total adjustments

At December 31, 2021, the other increases of €8.6 million were due to the inclusion in the financial statements
of the equity investment in Unione Fiduciaria, measured at equity and resulting from the merger with the former

DEPObank.
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Section 8 - Tangible assets - Item 80

€33,138 thousand

8.1 Tangible assets with functional use: breakdown of assets measured at cost

(Values in thousand euros)

Assets/Values Total Total
12.31.2021 12.31.2020

1. Proprietary assets

a) land 6,326 3,685
b) buildings 11,017 5,844
c) furniture 210 147
d) electronic systems 1,344 255
e) others 448 368
2. Lease rights of use
a) land
b) buildings 13,097 3,610

¢) furniture

d) electronic systems

e) others 696 480
Total 33,138 14,389

of which: obtained by enforcement of guarantees received
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8.6 Tangible assets with functional use: annual changes

(Values in thousand euros)

Land  Buildings Furnishings Electronic Others Total
system

A. Gross opening balances 3,685 21,639 2,597 8,120 7,176 43,218
A.1Total net adjustments (12,185) (2,450) (7,865) (6,329) (28,829)
A.2 Opening net balances 3,685 9,454 147 255 847 14,389

B. Increases: 2,640 17,258 181 1,930 805 22,812
B.1 Purchases 46 1,373 196 1,613
B.2 Capitalized expenditures on improvements
B.3 Write-backs
B.4 Increases in fair value

attributed to:
a) net equity
b) income statement
B.5 Positive exchange differences
B.6 Transfers from properties held for investment X X X
B.7 Other changes 2,640 17,258 136 557 609 21,199

C. Decreases: (2,598) (119) (839) (507) (4,063)
C.1Sales
C.2 Depreciation (2,598) (119) (827) (503) (4,047)
C.3 Write-downs

charged to:
a) net equity
b) income statement
C.4 Negative changes in fair value
attributed to:
a) net equity
b) income statement
C.5 Negative exchange differences
C.6 Transfers to:
a) tangible assets held for investment X X X
b) non-current assets held for sale
and discontinued operations
C.7 Other changes (12) (%)

D. Closing net balances 6,325 24,114 210 1,344 1,145 33,138
D.1Total net write-downs (7,465) (2,513) (9,600) (6,565) (26,144)
D.2 Closing Gross Amount 6,325 31,579 2,723 10,944 7,710 59,282

E. Measurement at cost 6,325 31,579 2,723 10,944 7,710 59,282
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At December 31, 2021, the item "Tangible assets” amounted to a total of €33,138 thousand. The item was
mainly composed of:

p Landof€6,325thousand, inclusive of the property resulting from the former DEPObank and which represents
the figure set forth in the financial statements at December 31, 2020 of the two Banks which have now
merged;

p Buildings(including capitalized extraordinary maintenance) of €11,017 thousand including the Rome property
at Via Elio Chianesi 110/d owned by the former DEPObank, compared to €5,844 thousand at December 31,
2020 relating only to BFF Bank;

b Right-of-use assets relating to the application of IFRS 16 on leases of €13,793 thousand, of which €13,097
thousand relating to properties leased by the Bank and its foreign branches. For further information on this
topic, please refer to Section M of the Notes.

Upon IFRS first-time adoption (January 1, 2005), the buildings owned by BFF and used in its business activities
(Milan and Rome) were measured at fair value, which became the new carrying amount of the assets as of that
date. Such amount is depreciated at the end of each reporting period based on the assets’ estimated useful life.

The measurement at first-time adoption resulted in a revaluation of the buildings for about €4 million, from
about €5 million to about €9 million.

In the financial statements, with regard to the scope of BFF, the land and building owned in Milan (Via
Domenichino 5) were recognized separately based on an appraisal conducted by the same company that
determined their value. The land on which the Rome building sits was not separated because BFF is not the
owner of the entire building.
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Section 9 - Intangible assets - Item 90

€34,308 thousand

9.1 Intangible assets: breakdown by type of asset

(Values in thousand euros)

Assets/Values Total Total
12.31.2021 12.31.2020

Finite useful life Indefinite useful Finite useful life Indefinite useful

life life
A.1 Goodwill X X
A.2 Other intangible assets 34,308 4,565
of which: software 7,469 3,857

A.2.1 Assets measured at cost:

a) intangible assets created internally
b) other assets 34,308 4,565

A.2.2 Assets measured at fair value:

a) intangible assets created internally

b) other assets
Total 34,308 0 4,565 0

Intangible assets are recognized at cost, net of amortization, calculated based on their estimated useful life.
In accordance with IAS 38, paragraph 118, letter a), the amortization rates applied are based on the estimated
useful lives of the intangible assets.

The line item largely consists of the amount of Customer Contracts equal to €25,740 thousand (intangible assets
with a finite useful life, arising following the finalization of the Purchase Price Allocation on the acquisition of
the former DEPObank).

With respect to the Customer Contracts emerging during the PPA, following the cancellation received from the
customer Arca (effective as of the end of 2022 / start of 2023) which constitutes a trigger event for the purposes
of the international accounting standards, an impairment test was performed on that relating to the Securities
Services BU.
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With respect to the assessment performed during the PPA, at December 31, 2021:
a) arate was used which no longer considers the risk deriving from high concentration;

b) new forecast revenues were considered in light of the cancellation of the customer Arca and an attrition rate
of 10.34%, corresponding to the estimated attrition rate at the date of the PPA (9.52%) adjusted upward to
take into account the time that has passed since the PPA date;

c) aresidual life has been used equal to that of the PPA reduced by the time that has passed since the valuation
date;

d) the same margin from customer relationships assumed for the PPA was considered;

e) an estimate of the opportunity cost of equity equal to 7.27% was used, estimated with a method in
continuity with that used during the PPA, with the exception of the estimated beta, which in the assessment
at December 31, 2021 excludes concentration risk.

This being stated, the estimated value in use was aligned with what emerged during the PPA and therefore the
stability of the value of the intangibles recognized in the Financial Statements is confirmed.

As regards other intangible assets with a finite life, they refer to investments in new multi-year software,

amortized on a straight-line basis over their estimated useful lives (not exceeding 4 years for the entire Banking
Group).
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9.2 Intangible assets: annual changes

(Values in thousand euros)

Goodwill Otherintangible assets: Other intangible assets: Total
generated internally others

FIN INDEF FIN INDEF

A. Opening balance 6,483 6,483
A.1Total net adjustments (1,919) (1,919)

A.2 Opening net balances 4,565 4,565

B. Increases
B.1 Purchases 6,318 6,318

B.2 Increases in internal intangible
assets

B.3 Write-backs

B.4 Increases in fair value

- to net equity

- to income statement X

B.5 Positive foreign exchange
differences

B.6 Other changes 28,096 28,096
C. Decreases
C.1Sales -

C.2Value adjustments

- Amortization X (4,671) (4,671)

- Impairment

+shareholders’ equity X

+income statement

C.3 Decreases in fair value

- to net equity

- to income statement X

C.4 Transfers to non-current assets
held for sale

C.5 Negative foreign exchange
differences

C.6 Other changes

D. Closing net balances - - - 34,308 - 34,308

D.1Total net adjustments (4,671) (4,671)

E. Closing gross balances - - - 38,979 - 38,979
F. Valuation at cost - - - 38,979 - 38,979

Key:
FIN = finite useful life
INDEF = indefinite useful life
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Section 10 — Tax assets and tax liabilities - ltem 100 of assets and Item 60
of liabilities

As at December 31, 2021, current tax assets amount to €37,778 thousand and include the net balance of the
Bank's tax positions with respect to tax authorities, in accordance with the provisions of IAS 12. In particular,
these items include the net balance of current tax liabilities for the year, calculated according to a prudential
estimate of the tax charge due for the year, determined on the basis of the current tax code, and current tax
assets represented by prepayments made in the course of the year.

Current taxes correspond to the amount of income taxes due for the period.

In the first half of 2021, furthermore, the agreement on the "Patent box" was also concluded with the Revenue
Agency with positive results. In essence, the Bank will be able to make use of the benefit relating to the 2017,
2018, 2019 and 2020 tax periods in the "2021 Tax Return for 2020 income" for a total amount of €963 thousand.
Furthermore, the Bank may also benefit from the positive tax effect described above for the 2021 financial year
for an annual amount of €195 thousand.

10.1 Advance tax assets: breakdown
€55,638 thousand

The main components of deferred tax assets include the portion of amounts deductible in future years of
adjustments to receivables, the accrual on deferred employee benefit obligations, and depreciation and
amortization the recognition of which is deferred for tax purposes.

During 2021, relying on the option permitted by Decree-Law no. 104 of August 14, 2020, the tax value and
book value relating to Banking Payments goodwill deriving from the former DEPObank were aligned (see the
discussion in the specific Asset item 100 "Intangible Assets" of the Balance Sheet) which generated increased
deferred tax assets for approximately €26.1 million. This realignment required the payment of substitute tax
equal to €2.4 million, resulting in a net positive effect on the Income Statement of £23.7 million on income taxes
for the period.

Lastly, with reference to the special provisions on the realignment of the higher accounting values with respect
to tax values pursuant to Art. 15, paragraph 11 of Decree-Law no. 185 of November 29, 2008 (hereinafter, the
“Realignment”) and following the outcome of the request made concerning the applicability of that regulation to
the higher value recognized on the HTC securities portfolio deriving from the portfolio of the former DEPObank,
in 2022 the Bank will pay substitute tax on the higher value at December 31, 2021 by way of exemption from the
ordinary rules that establish the tax neutrality of the Merger and the resulting need to neutralize the effects of
the Misalignment between the statutory value and the tax value by recognizing deferred tax liabilities. The effect
of this transaction, recognized in the 2021 Financial Statements, led to a tax benefit of roughly €3.7 million.
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10.2Deferred tax liabilities: breakdown
€96,424 thousand

Deferred tax liabilities mainly refer to the taxes on BFF Bank’s late payment interest, recognized in the financial
statements on an accrual basis but which will form part of the taxable income in future years subsequent to
collection, in accordance with Article 109, paragraph 7, of Presidential Decree no. 917 of 1986, as well as prior
years’ bad debt provisions.

10.3 Changes in deferred tax assets (through profit or loss)

(Values in thousand euros)

Total Total
12.31.2021 12.31.2020
1. Initial amount 6,739 7,123

2. Increases

2.1 Prepaid taxes recognized during the year

a) relating to previous years

b) due to changes in accounting criteria

¢) value write-backs

d) others 32,106 833

2.2 New taxes or increases in tax rates

2.3 Other increases 36,072

3. Decreases

3.1 Prepaid taxes cancelled during the year

a) reversals (19,729) (1,217)

b) impairment of non-recoverable items

¢) changes in accounting criteria

d) others

3.2 Reductions in tax rates

3.3 Other reductions

a) transformation into tax credits, Italian Law 214/2011

b) other
4. Final amount 55,188 (WEL]

Financial Statements 2021



10.3bis Changes in deferred tax assets pursuant to Law no. 214/2011
€17,400 thousand

» BFF

(Values in thousand euros)

Total Total
12.31.2021 12.31.2020
1. Initial amount 496 591
2. Increases 18,918 -
3. Decreases
3.1 Reversals (2,014) (95)
3.2 Transformation into tax credits
a) deriving from losses for the year
b) deriving from tax losses
3.3 Other reductions
4. Final amount 17,400 496

10.4 Changes in deferred tax liabilities (through profit or loss)
€96,255 thousand

(Values in thousand euros)

Total Total
12.31.2021 12.31.2020

1. Initial amount

78,340 69,942

2. Increases

2.1 Deferred taxes recognized during the year

a) relating to previous years

b) due to changes in accounting criteria

c) others

30,487 9,871

2.2 New taxes or increases in tax rates

2.3 Other increases

5,019

3. Decreases

3.1 Deferred taxes cancelled during the year

a) reversals

(17,591) (1,473)

b) due to changes in accounting criteria

c) others

3.2 Reductions in tax rates

3.3 Other reductions

4. Final amount

96,255 78,340
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10.5 Changes in deferred tax assets (recorded in equity)
€451 thousand

Report of the Board of Report of the
Statutory Auditors Independent Auditors

(Values in thousand euros)

Total Total
12.31.2021 12.31.2020

1. Initial amount

586 622

2. Increases

2.1 Prepaid taxes recognized during the year

a) relating to previous years

b) due to changes in accounting criteria

c) others

2.2 New taxes or increases in tax rates

2.3 Other increases

657

3. Decreases

3.1 Prepaid taxes cancelled during the year

a) reversals

36)

b) impairment of non-recoverable items

¢) due to changes in accounting criteria

d) others

(793)

3.2 Reductions in tax rates

3.3 Other reductions

4. Final amount
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10.6 Changes in deferred tax liabilities (recorded in equity)
€168 thousand

» BFF

(Values in thousand euros)

Total Total
12.31.2021 12.31.2020
1. Initial amount 33 33
2. Increases
2.1 Deferred taxes recognized during the year
a) relating to previous years
b) due to changes in accounting criteria
c) others 17,726
2.2 New taxes or increases in tax rates
2.3 Other increases 120
3. Decreases
3.1 Deferred taxes cancelled during the year
a) reversals
b) due to changes in accounting criteria
c) others 7,711)
3.2 Reductions in tax rates
3.3 Other reductions
4. Final amount 168 33

Section 12 - Other assets - Item 120

12.1 Other assets: breakdown

€205,860 thousand
(Values in thousand euros)
Breakdown 12.31.2021 12.31.2020
Security deposits 3,816 44
Invoices issued and to be issued 16,509 153
Payment flows to be credited 110,638
Other receivables 28,867 18,773
Accrued income and prepaid expenses 28,352 4,644
Ecobonus credits 17,678
Total 205,860 23,613
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The "Payment flows to be credited" refer to suspense accounts with a debit balance that fall within the scope of
bank payment intermediation and include settlements that were suspended in the first business days after the
reporting date of these financial statements.

Accrued income and prepaid expenses mainly refer to the deferral of costs relating to administrative expenses.
Other receivables refer primarily to non-trade receivables due from sundry debtors, pending items, and legal
fees to be recovered.

Ecobonus credits relate to receivables acquired with non-recourse factoring transactions and resulting from
existing tax incentives. As set forth by tax regulations in force, the credits in question are used to offset the
payment of taxes and contributions and are classified in Asset item 120 “Other assets” in line with what has
been defined by the Bank of Italy.
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LIABILITIES

Section 1 - Financial liabilities measured at amortized cost - Item 10

€9,875,043 thousand

Starting from January 1, 2018 (and based on guidance provided in IFRS 9), this item is broken down as follows:
D payables due to banks of €781,959 thousand;

D payables due to customers of €8,906,799 thousand;

p debt securities issued of €186,285 thousand.

Amounts due to banks
€781,959 thousand

1.1 Financial liabilities measured at amortized cost: breakdown by type of payables due to banks

(Values in thousand euros)

Type of operations/Values Total Total
12.31.2021 12.31.2020
VB Fair value VB Fair value

L1 L2 L3 L1 L2 L3
1. Amounts due to central banks 3,888 X X X 0 X X X
2. Amounts due to banks 778,071 X X X 755,324 X X X
2.1 Current accounts and sight deposits 626,707 X X X X X X
2.2 Time deposits 150,819 X X X 755,324 X X X
2.3 Loans X X X X X X
2.3.1 Repurchase agreements - payable X X X X X X
2.3.2 Others X X X X X X

2.4 Debts for commitments to repurchase

equity instruments X X X X X X
2.5 Payables for leases X X X X
2.6 Other Payables 545 X X X X X
Total 781,959 781,959 755,324
Key:
BV = Book value
L1=Levell
L2 =Level 2
L3 =Level 3
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The item mainly consists of "current accounts and demand deposits" for €626,707, primarily deriving from
custodian bank operations, and includes the balances of accounts of bank customers.

The item also includes "Time deposits", amounting to €150,819 thousand, which are mainly related to deposits
required for the services rendered to client banks, such as indirect compliance with compulsory reserve
requirements, an activity deriving from the former DEPObank.

Following the acquisition of and merger with the former DEPObank and in order to achieve funding synergies,
already during the first half of 2021 the parent company BFF Bank reimbursed all the loans representing
the funding requested from third-party banks to support the core business by the parent company and its
subsidiaries. In particular, the loan agreements in zloty used to acquire BFF Polska Group, which were partially
entered into with the Unicredit Group, for PLN 185 million and partially with the Intesa Sanpaolo Group, for PLN
170 million, were also repaid.

Payables due to customers
€8,906,799 thousand

1.2 Financial liabilities measured at amortized cost: breakdown by type of amounts due to

customers
(Values in thousand euros)
Type of operations/Values Total Total
12.31.2021 12.31.2020
VB Fair value VB Fair value
L1 L2 L3 L1 L2 L3
1. Current accounts and sight deposits 6,840,879 X X X 98,656 X X X
2.Time deposits 154,942 X X X 1,555,281 X X X
3. Loans X X X X X X
3.1 repurchase agreements - payable 1,118,527 X X X 1,674,754 X X X
3.2 others 59,994 X X X 189,656 X X X

4. Liabilities in respect of commitments to
repurchase own equity instruments

5. Payables for leases 13,939 4,062
6. Other payables 718,518 82,105 X X X
Total 8,906,799 3,604,513

X
x
x
x
x
x

X
x
x
x
X

x
x
X

Key:

BV = Book value
L1=Levell

L2 =Level 2

L3 =Level3

As at December 31, 2021, following the extraordinary merger transaction with the former DEPObank, the
item mainly consisted of "current accounts and demand deposits" for an amount of €6,841 million relating
to balances on operational accounts, i.e. accounts opened for the reference corporate customers (e.g. funds,
asset management companies, corporate customers and other institutions) related to the custodian bank core
business.
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The item includes €230 million for online deposit accounts (“conto facto”) offered in Italy, Spain and Germany,
the Netherlands, Ireland and Poland (restricted deposits and current accounts), compared to €1,654 million at
December 31, 2020.

As mentioned above, following the acquisition of and merger with the former DEPObank and in order to achieve
funding synergies, during the first half of 2021 all debt relationships relating to collaborations with the other
factoring companies were closed, which at the end of 2020 amounted to €189 million.

Other payables mainly refer to collections of managed receivables due to clients, as well as outstanding cashier's
cheques issued as part of the service that allows affiliated banks to make available credit instruments issued by
BFF Bank as a custodian bank to their customers on the basis of a mandate agreement.

Lease payables, totalling €17 million at group level, refer to the recognition of lease liabilities arising from right-
of-use assets, included under line item 80 “Tangible assets” in the balance sheet, following the application of the
new IFRS 16 effective January 1, 2019.

The amount mainly includes the effect of the application of the standard on the rents of the properties leased

by the Group, and the lease contracts have a duration between 3 and 6 years. For more information see Part
M - “Lease reporting” of the Explanatory Notes.

Securities issued
€186,285 thousand

1.3 Financial liabilities at amortized cost: breakdown by type of securities issued

(Values in thousand euros)

Type of securities/ Total Total
Values 12.31.2021 12.31.2020
VB Fair value VB Fair value
L1 L2 L3 L1 L2 L3

A. Securities

1. Bonds 186,285 188,861 758,896 771,810
1.1 structured
1.2 others 186,285 188,861 758,896 771,810

2. Other securities

2.1 structured

2.2 others

186,285 188,861 758,896 771,810

Key:

BV = Book value
L1=Levell

L2 =Level 2

L3 =Level3
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Debt securities issued consist of bonds issued by the Bank, with a total face value of €181.8 million (€800 million
at December 31, 2020), recognized in the financial statements in the amount of €186.3 million at amortized cost

U

sing the effective interest rate method.

The significant decrease compared to December 31, 2020 is attributable to the following main changes during
the first half of 2021:

»

repayment at maturity of €150 million senior unsecured and unrated bonds (ISIN X51435298275) issued by
BFF Bank in June 2016, due in June 2021.

Cash Buyback, completed on June 25, 2021, which allowed the early repayment of a nominal €154.7 million
for the senior preferred unsecured bond (ISIN X51639097747) maturing in June 2022, and a nominal €261
million for the senior preferred unsecured bond (ISIN XS2068241400) maturing in May 2023.

repayment of the €50 million flexible senior notes issued by the vehicle BFF SPV S.r.l., now in liquidation,
created together with the Bayerische Landesbank Group (Bayern LB).

As a result of the above, as of December 31, 2021 the item includes:

4

€100 million subordinated unsecured and unrated Tier 2 bond (ISIN XS1572408380) issued by BFF Bank in
March 2017.The 10-year bonds due March 2027 have the right to an issuer call date (one-off) in the fifth year
(in March 2022). The bonds pay an annual coupon of 5.875%. BFF Bank sent the Bank of Italy a request for
authorization to exercise the Tier Il call option, planned for March 2022, and obtained such authorization on
February 11, 2022;

€42.8 million remaining on senior unsecured and unrated bonds (ISIN X51639097747) issued by BFF Bank in
June 2017, due in June 2022. The bonds pay an annual coupon of 2%;

€39 million remaining on senior unsecured bonds (ISIN XS52068241400) with Moody'’s Bal rating issued by
BFF Bank in October 2019, due in May 2023. The bonds pay an annual coupon of 1.75%.
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Section 2 - Financial liabilities held for trading - Item 20

€2,725 thousand
2.1 Financial liabilities held for trading: breakdown by type

(Values in thousand euros)

Type of operations/Values Total Total
12.31.2021 12.31.2020
NV Fair value Fair NV Fair value Fair
L1 value L1 value
L2 L3 L2 L3

A. On-balance sheet
liabilities

1. Amounts due to banks

2. Payables due to customers

3. Debt securities

3.1.Bonds
3.1.1 Structured X X
3.1.2 Other bonds X X
3.2. Other securities
3.2.1 Structured X X
3.2.2 Others X X
Total (A) - - - - X - - - - -
B. Derivatives 2,725
1. Financial derivatives
1.1 Held for trading X 2,725 X X X
1.2 Connected to the fair
value option X X
1.3 Others X X X X
2. Credit derivatives
2.1 Held for trading X X X X
2.2 Connected to the fair
value option X X X X
2.3 Others X X X X
Total (B) X X X X
Total (A+B) X X
Key:
NV = Nominal or notional value
L1=Levell
L2 =Level 2
L3 =Level 3

Fair value* = Fair value calculated excluding changes in value due to the change in creditworthiness of the issuer with respect to the issue date.
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The item includes the negative fair value at December 31, 2021 of derivative instruments classified as trading
assets but used for the operational hedges of interest rate risk that the Group is exposed to.

Section 4 - Hedging derivatives - ltem 40

4.1 Hedging derivatives: breakdown by hedge type and hierarchical level

(Values in thousand euros)

Fair value NV Fair value NV
12.31.2021 12.31.2021 12.31.2020 12.31.2020
L1 L2 L3 L1 L2 L3
A. Financial derivatives 4,814 671,505
1) Fair value
2) Financial flows 4,814 671,505
3) Foreign
investments
B. Credit derivatives
1) Fair value
2) Financial flows
Total 0 4,814 0 671,505 (0] (0] (0] (0]
Key:
NV = notional value
L1=Levell
L2 =Level 2
L3 =Level 3
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4.2 Hedging derivatives: breakdown by portfolios hedged and hedge type

(Values in thousand euros)

Transactions/Hedge Fair value Financial flows Foreign
type investments
Microhedge Macrohedge  Microhedge Macrohedge

debt equity currency loans commodities others
securities securities and gold
and interest and stock

rates indices

1. Financial assets

measured at fair

value through other

comprehensive income X X X X X
2. Financial assets

measured at amortized

cost X X X X 4,814 X X
3. Portfolio X X X X X X X X X
4, Other transactions X X
Total assets - - - - - - - 4,814 X -
1. Financial liabilities X X - X X
2. Portfolio X X X X X X X X

Total liabilities

1. Expected transactions X X X X X X X X X

2. Portfolio of financial
assets and liabilities X X X X X X X

Financial Statements 2021

209




v

Report on Operations Financial statements for the year ~ Certification by the Report of the Board of Report of the
ending December 31, 2021 Financial Reporting Statutory Auditors Independent Auditors
Officer

Section 6 - Tax liabilities - Item 60

€96,424 thousand
See “Section 10 - Tax assets and liabilities - Item 100” of the balance sheet assets.

See “Section 10 - Tax assets and liabilities” of the balance sheet assets.

Section 8 - Other liabilities - Item 80

€415,755 thousand

8.1 Other liabilities: breakdown

(Values in thousand euros)

Breakdown Total Total

12.31.2021 12.31.2020
Trade payables 16,478 2,318
Invoices to be received 19,716 13,021
Payables to tax authorities 4,855 10,606
Payables to social security and welfare bodies 2,178 746
Payables to employees 25,022 6,400
Collections pending allocation 48,878 28,317
Payment flows received to be charged 202,696 -
Other payables 89,232 2,811
Accrued expenses and deferred income 6,700 590
Total 415,755 64,809

“Trade payables” and “invoices to be received” refer to payables for purchases of goods and services. The latter
were up largely because of the greater costs recognized in 2021 with respect to the one-off transactions carried
out by BFF Banking Group.

“Collections pending allocation” refer to payments received by December 31, 2021 but still outstanding since
they had not been cleared and recorded by that date.

“Other payables” include portions of collections to be transferred, stamp duties to be paid, payables to directors
and other pending items.

The "Payment flows to be debited" refer to suspense accounts with a credit balance that fall within the scope of

bank paymentintermediation, deriving fromthe core business of the former DEPObank, and include settlements
that were suspended in the first business days after the reporting date of these financial statements.
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Section 9 - Employee severance pay - ltem 90

€3,710 thousand

9.1 Employee severance pay: annual changes

(Values in thousand euros)

Total Total

12.31.2021 12.31.2020

A. Opening balance 667 843
B. Increases 4,899 743
B.1 Provision for the year 1,601 618
B.2 Other changes 3,298 125

C. Decreases 1,856 (919)
C.1 Payments made (280) (27)
C.2 Other changes (1,576) (892)
D. Closing balance 3,710 667
Total 3,710 667

The liability recorded in the financial statements at December 31, 2021 in relation to employee severance
benefits is equal to the current value of the obligation estimated by an independent actuary on the basis of
demographic and economic assumptions.

Other increases relate to the balance deriving from the former DEPObank at the merger date.

Other decreases include outflows from the provision for employee severance benefits to pension funds and the
differences resulting from actuarial valuation recognized directly in equity.

Actuarial assumptions used to determine the liability at December 31, 2021 are shown below.

Actuarial assumptions

Annval discount rate

The financial basis used to calculate the present value of the obligation was determined, in compliance with
paragraph 83 of IAS 19, by reference to the iBoxx Eurozone Corporate AA 7-10 Index (in line with the duration
of the items measured).
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Annual increase rate of employee severance benefits
In compliance with Article 2120 of the Italian Civil Code, such rate is equal to 75% of inflation plus 1.5 percentage
points.

The demographic assumptions used are as follows:

p Death: mortality tables RG48 published by the Italian State General Accounting Office (Ragioneria Generale
dello Stato);

p Disability: INPS 2000 tables broken down by age and sex;
D Retirement: 100% upon reaching AGO requisites, as updated by Decree-Law 4/2019.

Annual frequency of turnover and advances
Executives: 1% advance frequency and 0.50% turnover frequency.

Managers: 2.5% advance frequency and 3.0% turnover frequency.

Employees 2.5% advance frequency and 3.0% turnover frequency.

Section 10 - Allowances for risks and charges - Item 100

€21,441 thousand

10.1 Provisions for risks and charges: breakdown

(Values in thousand euros)

Items/values Total Total
12.31.2021 12.31.2020
1. Allowances for credit risk relating to Commitments and financial guarantees given 58 777

2. Provisions for other commitments and guarantees issued

3. Post-employment benefits and similar commitments 5,901 4,715

4. Other provisions for risks and charges

4.1 Legal and tax disputes

4.2 Personnel costs
4.3 others 15,482 821
Total 21,441 6,313

Starting from January 1, 2018, this item also includes provisions for credit risk associated with commitments/
financial guarantees provided by BFF Bank based on impairment requirements provided for by the new IFRS 9.

The pension fund refers mainly to the non-compete agreement (NCA) entered into with the Bank’s managers
and the provision relating to the deferred payment incentive scheme envisaged for specific Bank employees.
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10.2 Provisions for risks and charges: annual changes

(Values in thousand euros)

Provisions Pension/ Other Total
for other retirement provisions
commitments funds forrisks and
and guarantees charges
issued
A. Opening balance 777 4,715 821 6,313
B. Increases 2 2,733 29,169 31,903
B.1 Provision for the year 2 2,441 303 2,746
B.2 Changes due to the passage of time
B.3 Changes due to variations in the discount rate
B.4 Other changes 292 28,865 29,157
C. Decreases (721) (1,547) (14,507) (16,775)
C.1 Utilization for the year (33) (1,046) (12,516) (13,562)
C.2 Changes due to variations in the discount rate (123) (123)
C.3 Other changes (721) (378) (1,991) (3,090)
D. Closing balance 58 5,901 15,482 21,441

10.3 Allowances for credit risk relating to commitments and financial guarantees given

(Values in thousand euros)

Allowances for credit risk relating to commitments
and financial guarantees given

Stagetwo  Stage three Purchased Total

Stage one or originated

impaired
Commitments to disburse funds 19 19
Financial guarantees 39 39
Total 58 - - — 58

10.5 Defined-benefit pension funds

The pension fund refers mainly to the non-compete agreement entered into with BFF Banking Group's managers,
amounting to €3.2 million (including the portion allocated to the Bank's shareholders' equity reserve) and the
provisions relating to the incentive and deferred payment retention scheme envisaged for specific BFF Bank
employees, amounting to €2.8 million. Both obligations to personnel are shown at their current value estimated
by an independent actuary based on demographic and economic assumptions.

As of December 31, 2021, the provision in question also includes the provision for the commitment made by the
former DEPObank to some employees who have left the company, amounting to €268 thousand.
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Specifically, the system involving deferral of a portion of the annual bonuses envisages, for risk takers, medium-
term restrictions, according to which 30% of the annual bonus will be paid after three years, provided that the
Bank achieves specific targets relating to its profitability, regulatory capital requirements established by existing
regulations, and the employee’s continued employment at the company. In accordance with the provisions of
IAS 19, accruals were quantified based on an actuarial calculation performed externally by a specialized firm.
The Bank'’s obligations were computed using the “Projected Unit Credit Method"”, which treats each period of
service as giving rise to an additional unit of benefit entitlement and measures each unit separately to compute
the final obligation, in accordance with paragraphs 67-69 of IAS 19. This actuarial method entails valuation
aimed at determining the average present value of the Bank’s obligations.

The technical demographic assumptions used are illustrated below.
10.6 Provisions for risks and charges - Other provisions

Other provisions of €15.5 million refer mainly to:
p litigation liabilities for which the Bank has estimated a probable risk of loss for approximately €13.2 million;

P approximately €1.3 million in cashier's cheques, which are now time barred and for which a refund may be
requested.

The main assumptions made by the external firm when discounting are as follows:

Non-compete agreement

The annual discounting rate used to determine the current value of the obligation is taken, in accordance with
paragraph 83 of IAS 19, from the Iboxx Corporate AA index with a duration of 10+ as recorded at December 31,
2021 and equal t0 0.98%. The yield with a comparable duration to that of the collective being valued was chosen
for this purpose.

Death RG48 mortality tables published by the State General

Accounting Office
Retirement 100% on reaching the AGO requirements
Frequency of voluntary resignation 4.00%
Clawback frequency 0.00%
Withdrawal frequency (where envisaged) 3.00%
Frequency of revocation of mandate to Chief Executive Office 0.00%
Increase in annual remuneration for Executives 2.00%
Increase in annual remuneration for Supervisors 2.00%
Contribution rate 27.40%
Inflation rate 1.75%
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Deferred bonus

Discount rate

The financial basis used to calculate the present value of the obligation was determined, in compliance with
paragraph83 of IAS 19, by reference to the iBoxx Eurozone Corporate AA Index (in line with the duration of the
plan).Discount rate used was equal to -0.17%.

Mortality and disability

To estimate the phenomenon of mortality, the RG48 survival table used by the Italian State General Accounting
Office to estimate the retirement expenses of the Italian population was used. For the probability of total and
permanent disability, the tables adopted in the INPS model for the 2010 forecasts were used.

Frequency of resignations and dismissals
Equal to 3%.

Section 12 - Equity - Items 110, 130, 140, 150, 160, 170 and 180

€516,652 thousand

12.1 “Capital” and “Treasury shares”: breakdown

(Values in thousand euros)

Type 12.31.2021 12.31.2020
1. Share capital 142,691 131,401

1.1 Ordinary shares 142,691 131,401
2. Treasury shares (7,132) (3,517)

As regards the purchase of treasury shares and the disclosure pursuant to Article 78, paragraph 1-bis of the
Issuers' Regulation, reference is made to the information given in the Report on Operations, under the section
on “Treasury Shares”.
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12.2 Capital - Number of shares: annual changes

Report of the Board of
Statutory Auditors

Report of the
Independent Auditors

(Values in units)

Items/Type

Ordinary

Others

A. Shares as of the beginning of the year

170,650,642

- fully paid-in 170,650,642
- not fully paid-in
A.1Treasury shares (-) (675,768)
A.2 Shares outstanding: initial balance 169,974,874
. Increases 15,113,355
B.1 New issues
- for consideration:
- operations of business combinations
- conversion of bonds
- exercise of warrants
- others 48,520
- without consideration:
- to employees 569,824
- to directors
- others 14,043,704
B.2 Sales of treasury shares
B.3 Other changes 451,307
C. Decreases (750,000)
C.1 Cancellation
C.2 Purchase of treasury shares (750,000)
C.3 Disposal of companies
C.4 Other changes
D. Shares outstanding: closing balance 184,338,229
D.1Treasury shares (+) (974,461)
D.2 Shares existing at the end of the year
- fully paid-in 185,312,690

- not fully paid-in
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12.4 Profit reserves: other information

In accordance with the provisions of Article 2427, paragraph 7-bis of the Italian Civil Code, the following tables
provide a breakdown of the individual components of equity according to their possibility of use, the amount
available for distribution, and past use in the previous years (the three-year period before the date of preparation
of these financial statements).

(Values in thousand euros)

12.31.2021 Possibility of Portion Summary of use in the last
use (a) available three years (*)
To cover For other
losses reasons
Share capital 142,691
Reserves 146,251
- Legal reserve (**) 26,196 B
- Extraordinary reserve 89 A B, C 89
- Retained earnings reserve (***) 111,322 A B C 111,322 189,388
- Stock option and financial instrument
reserves 8,480 A
- Other reserves 164
Valuation reserves 4,060
- HTCS securities 211
- Others 3,849
Treasury share reserve (7,132)
Share premium reserve 66,492 A B C 66,492
Total share capital and reserves 352,362 177,903 189,388

(a) Possibility of use: A = for share capital increases; B = for absorption of losses; C = for distribution to shareholders.

(*) The amounts used during the last three years, totalling €189,388 thousand, include €2,118 thousand used in the wake of the capital increases
carried outin 2019, 2020 and 2021 for the stock options exercised by certain beneficiaries as well as the stock grant plan, and the amounts used
during the last three years relating to the payment of dividends distributed as per resolutions of shareholders’ meetings.

(**) Of which subject to tax suspension pursuant to art. 110 of Decree-Law 104/2020 €26,196 thousand;

(***) Of which subject to tax suspension pursuant to art. 110 of Decree-Law 104/2020 for €50,387 thousand.
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Changes in reserves are as follows:

(Values in thousand euros)

Legal reserve Retained Others Total
earnings
A. Opening balance 26,197 135,392 7,503 169,092
B. Increases 141,205 3,221 144,426
B.1 Appropriation of profits 140,050 140,050
B.2 Other changes 1,155 3,221 4,376
C. Decreases (165,275) (1,992) (167,267)
C.1Uses
- coverage of losses
- distribution (165,275) (165,275)
- transfer to share capital
C.2 Other changes (1,992) (1,992)

D. Closing balance 111,322 146,251

Retained earnings reserve

The increase of €141 million is mainly due to the allocation of the profit of the previous year, net of €3.2 million
distributed in March 2021. The decrease of €165 million in the reserve in question relates to the distribution
of the total dividends (*2019-2020 Total Dividends”) which the parent company BFF Bank distributed to the
shareholders in October 2021.

Other reserves

The changes largely refer to the following events that occurred during the year 2021:

p the granting of €1.7 million worth of option rights related to the 2020 stock option plan during 2021,
recognized in accordance with IFRS 2 through profit or loss with a corresponding increase in equity, relating
to the 2020 stock option plan;

D appropriation for €1.2 million relative to the variable remuneration portions of the so-called “Key Personnel”
(Risk Takers), in compliance with the provisions as set out in the First Part, Title IV, Chapter 2, Section Ill,
paragraph 2.1, 3 of Bank of Italy Circular 285/2013, as subsequently updated, according to which a portion
must be paid in financial instruments;

b decrease for years or cancellations related to the 2016 stock option plan for approximately €1.9 million.

Tax suspension restriction

As noted previously, the Bank took advantage of the facilitation provided under Art. 110 of Decree-Law no.
104 of August 14, 2020 and proceeded with the realignment between the carrying and tax amounts of the item
goodwill present in the financial statements at December 31, 2019 and 2020 of the former DEPObank, which
was merged into BFF Bank on March 5, 2021. This transaction, which was approved by the Bank’s Board of
Directors on June 30, 2021, entails (i) the realignment of the item goodwill equal to roughly €79 million, (ii) the
resulting payment of substitute tax equal to €2.4 million and (iii) the need to place a tax suspension restriction
on the reserves of €76.6 million, equal to the difference between the realigned amount and the substitute tax,
as set forth in paragraph 8 of Art. 110 of Decree-Law 104/2020.
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Considering that the transaction was carried out subsequent to the approval of the financial statements for
the year at December 31, 2020 of the former DEPObank and its merger into BFF Bank, the tax suspension
restriction is placed as a “Restricted share pursuant to paragraph 8 of Art. 110 of Decree-Law 104/2020" on the
following reserves:

P “Retained earnings reserve” for €50,387 thousand;

D “Legal reserve” for €26,196 thousand.

Other information

1. Commitments and financial guarantees given (other than those designated at fair value)

(Values in thousand euros)

Nominal value on commitments and financial guarantees Total Total
issued 12.31.2021 12.31.2020

Stagetwo  Stage three Purchased
Stage one or originated
impaired

1. Commitments to disburse
funds 2,225,537 230 592 2,225,537 392,227

a) Central Banks

b) Public administrations

c) Banks -
d) Other financial
companies 2,210,335 2,210,335 342,227
e) Non-financial companies 15,200 230 592 15,200 50,000
f) Households 2 2
2. Financial guarantees 16,311 16,311 126,955

a) Central Banks

b) Public administrations

c) Banks 5,200
d) Other financial
companies 16,311 16,311 121,755

e) Non-financial companies

f) Households

Commitments to disburse funds and financial guarantees given relating to Financial Companies refer to credit
lines not used by Group companies and guarantees given by the bank in support of loans obtained by the BFF
Polska Group from local credit institutions.
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3. Assets given as collateral for own liabilities and commitments

(Values in thousand euros)

Portfolios Amount Amount

12.31.2021 12.31.2020

1. Financial assets measured at fair value through profit or loss

2. Financial assets measured at fair value through other comprehensive income

3. Financial assets measured at amortized cost 1,222,366 2,141,210

4. Tangible assets

of which: Tangible assets held as inventories

“Financial assets measured at amortized cost” consist of government securities used as collateral in operations
with the ECB and repos.

4. Administration and brokerage for third parties

(Values in thousand euros)

Type of services Amount

1. Execution of orders for customers

a) Purchases

1. settled

2. not settled
b) Sales
1. settled

2. not settled

2. Portfolio management

a) individual
b) collective
3. Custody and administration of securities 273,548,730
a) third-party securities deposited: relating to depositary bank activities
(excluding portfolio management) 43,179,045
1. securities issued by consolidated companies 8,833
2. Other securities 43,170,213
b) third-party securities deposited (excluding portfolio management): others 93,289,604
1. securities issued by consolidated companies 23,768
2. Other securities 93,265,836
¢) third party securities deposited with third parties 131,309,848
d) proprietary securities deposited with third parties 5,770,232

4. Other transactions
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Part C - Information on the Income Statement

All amounts in the tables are stated in thousands of euros.

Section 1 - Interest - Items 10 and 20

1.1 Interest income and similar income: breakdown
€166,742 thousand (of which interest income calculated using the effective interest rate method: €146,412
thousand)

(Values in thousand euros)

Items/Technical forms Loans Other Total Total
Debt transactions 12.31.2021 12.31.2020
securities

1. Financial assets measured at fair value
through profit or loss:

1.1. Financial assets held for trading 1 1

1.2. Financial assets designated at fair
value

1.3. Other financial assets mandatorily
measured at fair value

2. Financial assets measured at fair value
through other comprehensive income X 114

3. Financial assets measured at
amortized cost:

3.1 Receivables due from banks 5,469 X 5,469 4,052
3.2 Receivables due from customers 10,268 133,149 X 143,417 169,716
4. Hedging derivatives X X
5. Other assets X X 417 417 6
6. Financial liabilities X X X 17,439 -
Total 10,268 138,618 417 166,742 173,888
of which: interest income on impaired
assets

of which: interest income on financial
leases X X

1.2 Interest income and similar revenues: other information

Interest income relating to “Financial assets measured at fair value through other comprehensive income”
related to transactions in government securities purchased by BFF Bank to hedge liquidity risk and to optimize
the cost of money, according to the HTC&S business model The valuation was carried out at fair value, recording
interest calculated according to the effective rate of return in the income statement. As of the end of 2020 the
Bank does not own government securities classified in the portfolio in question.
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Interest income relating to “"Receivables due from banks” mainly refers to temporary credit balances in the
account of the Bank, income accruing on the amount of bank drafts issued on behalf of banking customers and
interest income on the average negative deposits of reciprocal current accounts held by banking customers.

Interest income on receivables “Due from customers” for loans amounted to €133,149 thousand and mostly
consists of maturity commissions charged to the assignors for the purchase of non-recourse receivables, and
late payment interest for the year.

BFF Bank updates the time series regarding the late payment interest collection percentages and times on an
annual basis, when the financial statements are prepared. The outcome of this analysis has confirmed also for
2021, on the basis of the time series analysis, the recoverability rate of 45% for late payment interest and 1,800
days for collection times.

Interest income on debt securities linked to receivables due from customers and totalling approximately
€10.3 million derive from government securities purchased by BFF Bank and resulting from the merger with
the former DEPObank, to hedge liquidity risk and to optimize the cost of money relating to the HTC (Held to
Collect) portfolio.

The item lastly includes interest income accrued on financial liabilities for €17.4 million, due to the negative
interest rates in the market.

1.3 Interest expense and similar expenses: breakdown
€33,384 thousand

(Values in thousand euros)

Items/Technical forms Debt Securities Other Total Total
transactions 12.31.2021 12.31.2020

1. Financial liabilities measured at amortized cost

1.1 Payables due to central banks 3,277 X X 3,277
1.2 Payables due to banks 3,614 X X 3,614 5,996
1.3 Payables due to customers 8,038 X X 8,038 11,346
1.4 Securities issued X 13,667 X 13,667 19,245
2. Financial liabilities held for trading 93
3. Financial liabilities carried at fair value
4. Other liabilities and provisions X X 8 8 3
5. Hedging derivatives X X
6. Financial assets X X X 4,780
Total 14,929 13,667 8 33,384 36,683
of which: interest expense relative to lease
liabilities 373 X X 373 61
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Interest expense increased from €36.7 million for all of 2020 to €33.4 million in the current year. The decrease is
attributable to the closure of loans payable to third-party banks following the creation of post-merger funding
synergies. Please refer to what has already been noted in item 10 of the Liabilities of the Balance Sheet relating
to financial liabilities measured at amortized cost.

Interest expense on “Payables due to central banks” refers to the interest accrued on the amounts deposited in
the account with the Bank of Italy.

Interest expense on “Payables due to banks” referred to the charges that accrued on the funding requested
from third- party banks to support the business of the Parent and its subsidiaries, including interest on the loan
agreements in zloty used to acquire BFF Polska Group, which were in part stipulated with the Unicredit Group
and in part with the Intesa Sanpaolo Group. Compared to the same period of the previous year, there was a
decrease following the aforementioned closure thereof.

The interest expense on “Payables due to customers” mainly refers to interest expense relating to the online
deposit accounts of BFF Bank: specifically, €714 thousand for Conto Facto, offered in Italy, €6.5 million for
Cuenta Facto, offered in Spain by the Spanish branch of BFF Bank, and around €1.5 million for the deposit
account offered in Poland.

Finally, the item also includes interest expense for "Securities issued” amounting to approximately €13.7 million.

For more details on issues of outstanding bonds, please refer to item 10 c) of the Balance Sheet Liabilities
“Financial liabilities measured at amortized cost”.
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Section 2 - Commission - Items 40 and 50

2.1 Fee and commission income: breakdown
€109,413 thousand

(Values in thousand euros)

Type of service/Amounts
Total Total

12.31.2021 12.31.2020

a) Financial instruments
1. Placement of securities
1.1 With firm commitment and/or on the basis of an irrevocable commitment
1.2 Without irrevocable commitment
2. Receipt and transmission of orders and execution of orders for customers
2.1 Receipt and transmission of orders of one or more financial instruments
2.2 Execution of orders for customers
3. Other commissions connected to activities linked to financial instruments
of which: dealing on own account
of which: individual portfolio management
b) Corporate Finance
1. Mergers and acquisitions consulting
2. Treasury services
3. Others commissions connected to corporate finance services
c) Consulting activities related to investments 59
d) Clearing and settlement -
e) Collective portfolio management -

f) Custody and administration 45,224
1. Custodian bank 36,895
2. Other commissions linked to custody and administration activities 8,329

g) Central administrative services for collective portfolio management -
h) Fiduciary activities -

i) Payment services 57,752 5,800
1. Current accounts 120 3
2. Credit cards 1,806
3. Debit cards and other payment cards 5,704
4. Bank transfers and other payment orders 15,779
5. Other commissions linked to payment services 34,577 5,796

j) Distribution of third-party services
1. Collective portfolio management
2. Insurance products
3. Other products
of which: individual portfolio management
k) Structured finance
1) Servicing activities for securitization transactions
m) Commitments to disburse funds
n) Financial guarantees given 848 1,994
of which: credit derivatives
o) Lending transactions
of which: for factoring transactions
p) Currency trading
q) Commodities
r) Other fee and commission income 5,530 468
of which: for management of multilateral trading systems
of which: for management of organized trading systems
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The item mainly includes fees and commissions relating to the mandates for the management and collection of
receivables deriving from the business of BFF Bank, as well as fees and commissions for custodian banking and
payment services, deriving from the merger with the former DEPObank.

2.3 Fee and commission expenses: breakdown
€28,480 thousand

(Values in thousand euros)

Service/Values Total Total
12.31.2021 12.31.2020

a) Financial instruments

of which: trading in financial instruments

of which: placement of financial instruments

of which: individual portfolio management

Own

Delegated to third parties

b) Clearing and settlement 1,613
c) Custody and administration 4,561
d) Collection and payment services 19,661
of which: credit cards, debit cards and other payment cards 4,046

e) Servicing activities for securitization transactions

f) Commitments to receive funds

g) Financial guarantees received 34 374

of which: credit derivatives

h) Off-site offer of financial instruments, products and services

i) Currency trading 3
j) Other fee and commission expense 2,608 1,323
Total 28,480 1,697

The item mainly includes the custody and administration fees for the custodian bank business and those paid to
outsourcers for the use of infrastructure related to payment services.
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Section 3 - Dividend income and similar revenue - it

3.1 Dividends and similar income: breakdown

em70

€3,676 thousand
(Values in thousand euros)
Items/Income Total Total
12.31.2021 12.31.2020
Dividends  Similar revenue Dividends  Similar revenue
A. Financial assets held for trading 5

B. Other financial assets subject to mandatory
fair-value measurement

C. Financial assets measured at fair value
through other comprehensive income 3,671

D. Equity investments

Total 3,676 -

At December 31, 2021, the item includes primarily the dividends received in

78,707
78,707 =

March 2021 from the Bank of Italy,

the stake in which subscribed by the Parent Company BFF Bank is classified in Asset item 30 “Financial assets

measured at fair value through other comprehensive income”.
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4.1 Profits (losses) on trading: composition
-€376 thousand

» BFF

(Values in thousand euros)

Transaction/Income items Capital gains

(A)

Profits from
trading (B)

Losses (C)

Net result
[(A+B)-(C+D)]

Losses from
trading (D)

1. Financial assets held for trading 63

1,486

75

2 1,472

1.1 Debt securities 63

1,486

75

1 1,473

1.2 Equity securities

1.3 UCl units

1 1)

1.4 Loans

1.5 Others

2. Financial liabilities held for trading

2.1 Debt securities

2.2 Payables

2.3 Others

3. Financial assets and liabilities: exchange
differences X

X (1,848)

4. Derivatives

3.1 Financial derivatives:

- On debt securities and interest rates

- On equity securities and stock indices

-On currency and gold X

- Others

3.2 Receivable derivatives

of which: natural hedging related to the fair
value option X

Total 63

X
1,486

X
75

2 (376)

Gains (losses) on trading mainly arise from the net exchange effect recorded in the income statement, deriving
from the valuation at exchange rates for the period of loans payable in Polish zloty for the acquisition of
BFF Polska Group, fully repaid in April 2021, as well as exchange differences relating to trading in currencies
functional to treasury management, especially bank and customer funding in foreign currency.
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Section 5 - Net hedging result - ltem 90

5.1 Profits (losses) from hedging: breakdown

€2,577 thousand
(Values in thousand euros)
Income items/Values Total Total
12.31.2021 12.31.2020
A. Income related to:
A.1 Fair value hedging derivatives
A.2. Hedged financial assets (fair value)
A.3. Hedged financial liabilities (fair value)
A.4 Cash flow hedging derivatives
A.5 Assets and liabilities denominated in currency 42,394

Total income from hedging (A) 42,394

B. Charges related to:

B.1 Fair value hedging derivatives

B.2. Hedged financial assets (fair value)

B.3. Hedged financial liabilities (fair value)

B.4 Cash flow hedging derivatives

B.5 Assets and liabilities denominated in currency (39,818)
Total charges from hedging (B) (39,818)
C. Profits (losses) on hedging (A-B) 2,577 -

of which: result of hedging of net positions -
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Section 6 - Gains (losses) on disposals/repurchases - Item 100

-€12,650 thousand

6.1 Gains (Losses) on disposals/repurchases: breakdown

(Values in thousand euros)

Items/Income items Total Total
12.31.2021 12.31.2020

Profits Loss Net profit/ Profits Loss Net profit/
loss loss

Financial assets

1. Financial assets measured
at amortized cost

1.1 Loans to banks

1.2 Loans to customers

2. Financial assets measured
at fair value through other

comprehensive income 464 (101) 363
2.1 Debt securities 464 (101) 363
2.2 Loans

Total assets (A) - - - 464 (101) 363

Financial liabilities

1. Amounts due to banks

2. Payables due to customers

3. Securities issued (12,650) (12,650) 56 56

Total liabilities (B) (12,650) (12,650)

The loss on securities issued was recorded as a result of the cash buyback transaction executed at the end of June
2021. For more details please refer to item 10 c) of the Balance Sheet liabilities “Financial liabilities measured
at amortized cost”.

The significant decrease compared to December 31, 2020 is attributable to the following main changes during
the first half of 2021:

P Repayment at maturity of €150 million senior unsecured and unrated bonds (ISIN XS1435298275) issued by
BFF Bank in June 2016, due in June 2021.

p Cash Buyback, completed on June 25, 2021, which allowed the early repayment of a nominal €154.7 million
for the senior preferred unsecured bond (ISIN XS1639097747) maturing in June 2022, and a nominal €261
million for the senior preferred unsecured bond (ISIN XS52068241400) maturing in May 2023.

D Repayment of the €50 million flexible senior notes issued by the vehicle BFF SPV S.r.l., now in liquidation,
created together with the Bayerische Landesbank Group (Bayern LB).
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Section 7 - Net profits (losses) on other financial assets and liabilities
measured at fair value through profit or loss - Item 110

€2,734 thousand

7.2 Net change of value of other financial assets and liabilities measured at fair value through profit
or loss: breakdown of financial assets and liabilities mandatorily measured at fair value

(Values in thousand euros)

Transaction/Income items Capital gains Realized Capital losses Losses on Net profit/
gains disposal loss
(A) (B) @ (D) [(A+B)-(C+D)]

1. Financial assets

1.1 Debt securities

1.2 Equity securities

1.3 UCl units 2,734 2,734
1.4 Loans

2. Financial assets in foreign currency:foreign
exchange differences X X X X

Total 2,734 - - - 2,734

The item refers to the revaluation of the UCI units held by the Bank at the last NAV made available by the
relevant investment funds.
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Section 8 - Net write-downs/write-backs for credit risk - item 130
€2,459 thousand

8.1 Net losses/recoveries for credit risk relating to financial assets measured at amortized cost:
breakdown

(Values in thousand euros)

Transaction/Income Write-downs Write-backs Total Total
items 12.31.2021 12.31.2020
Stage  Stage Stage three Purchased Stage  Stage  Stage  Purchased

one two or originated one two  three or
impaired originated
impaired
Write-offs ~ Others Write-offs  Others
A. Receivables due
from banks 5 5 1
- Loans 5 5 1
- Debt securities -
B. Receivables due
from customers (16) (35) (208) 2,744 108 8 2,600 2,286
- Loans (16) 35) (208) 1,554 108 8 1,410 (2,359)
- Debt securities 1,190 1,190 (74)
Total (16) (35) (208) 2,749 108 8 2,606 (2,287)

Write-backs of “Stage 1” are mainly attributable to the calculation of impairment on intercompany loans
granted to subsidiaries exclusively within the scope of consolidation.
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8.2 Net losses/recoveries for credit risk relating to financial assets measured at fair value through
other comprehensive income: breakdown

(Values in thousand euros)

Transaction/Income Write-downs Write-backs Total Total
items 12.31.2021 12.31.2020

Stage Stage Stage three Stage Stage Stage  Purchased

one two one  two three ororiginated

Write- Others Write-  Others impaired

offs offs
A. Debt securities 147 147 11
B. Loans

- To customers

-To banks

of which: purchased
ororiginated
impaired financial
assets

Total 147 147 11
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Section 10 - Administrative expenses- item 160

€154,044 thousand
10.1 Personnel costs: breakdown
€62,342 thousand
(Values in thousand euros)
Type of expense/Amount Total Total
12.31.2021 12.31.2020
1) Employees
a) wages and salaries 41,436 20,689
b) social security contributions 10,524 5,395
c) provision for employee severance pay 29
d) pension costs 8
e) provision for employee severance pay 1,424 618

f) provision for retirements and similar provisions:

- with defined contribution 231

- with defined benefits

g) payments to external complementary pension funds:

- with defined contribution

- with defined benefits 328 203

h) costs related to share-based payments
i) other employee benefits 4,671 2,854
2) Other personnel in service 91 227
3) Directors and statutory auditors 3,600 2,606

4) Early retirement costs

5) Recoveries of costs of employees seconded to the company

6) Reimbursement of costs of third-party employees seconded to the company

Total 62,342 32,593

The increase in this item can mainly be traced to an increased number of employees and to higher costs
associated with the merger of the former DEPObank.

The amount also includes expenses for stock options for certain employees of the Group, for the current
year, equal to approximately €1.4 million before taxes, offset by the related equity reserve, as well as the cost
incurred by the bank during the year for the cashless payment of withholding taxes on financial years. For more
information refer to Part | of the Explanatory Notes.
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10.2 Average number of employees per category
(Values in working units)
Categories Average number Average number
2021 2020
Executives/Senior Executives 26 18
Managers/Coordinators/Professionals 252 55
Specialists 392 220
Total 670 293

The number of staff shown in the previous table refers to FTE staff and it arises from a calculation based on the
instructions of the Bank of Italy Circular no. 262.

Such figures do not include staff working at Kancelaria Prawnicza Karnowski i Wspolnik sp.k. and
Restrukturyzacyjna Kancelaria Prawnicza Karnowski i Wspdlnik sp.k.

10.4 Other employee benefits

The amount in question of €5,447 thousand mainly refers to costs of stock options granted to some employees,
expenses incurred for training, insurance for staff, meal tickets and donations to employees.

10.5 Other administrative expenses: breakdown

€91,702 thousand
(Values in thousand euros)
Breakdown Total Total
12.31.2021 12.31.2020
Legal fees 1,637 2,549
Data processing services 16,189 2,203
External credit management services 705 893
Supervisory Body fees 42 42
Legal fees for receivables under management 227 213
Notary fees 527 601
Notary fees to be recovered 963 959
Entertainment expenses and donations 841 792
Maintenance expenses 5,712 2,271
Non-deductible VAT 9,021 4,202
Other taxes 6,027 380
Consulting services 15,218 12,802
Head office operating expenses 2,381 890
Resolution Fund and FITD 12,970 4,881
Other expenses 19,242 5,472
Total 91,702 39,150
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Other administrative expenses at December 31, 2021 amounted to €91.7 million, up significantly from the
figure recorded at the end of the previous year; the considerable increase is linked to rising costs following the
merger with the former DEPObank.

Furthermore, with regard to contributions to the Deposit Guarantee Scheme, a cost of about €13.0 million
before taxes was recorded at December 31, 2021. This cost was made up of:

) €8.6 million as ordinary annual contribution to the Resolution Fund, and €2.9 million as extraordinary
contribution for 2019 (paid in June and July of 2021);

p €1.5 million as contribution to the FITD, for the annual contribution paid in December 2021.

These amounts are recognized under other administrative expenses, as indicated in the Bank of Italy note of
January 19, 2016 “Contributions to Resolution Funds: treatment in the financial statements and in regulatory
reporting”.

“Other administrative expenses” mainly include services outsourced in 2021, which are listed below.

(Values in thousand euros)

Breakdown Total

12.31.2021
Fees paid to external company for support to Internal Audit 89
Fees paid to external companies for Data Processing 2,316
Fees paid to external companies for Credit Checks 705

Section 11 - Net allocations to provisions for risks and charges - item 170

-€764 thousand

11.1 Net provisions for credit risk relating to commitments to disburse funds and financial
guarantees given: breakdown

-€721 thousand
(Values in thousand euros)
Breakdown Total Total
12.31.2021 12.31.2020
Provision for risk on commitments and guarantees (721) (757)
Total (721) (757)
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11.3 Net provisions for other funds for risks and charges: breakdown
-€43 thousand

The allocation to the provisions, compared to the prior year, shows the following breakdown:

(Values in thousand euros)

Breakdown Total Total

12.31.2021 12.31.2020
Provision for post-employment benefits and similar obligations 1,984 1,594
Other provisions (2,027) (563)
Total (43) 1,031

The allocation to “Pension and other post-employment benefits” refers to deferred employee benefits.

Section 12 - Impairments/recoveries on tangible assets - item 180

€4,047 thousand

12.1 Net write-downs/write-backs on tangible assets: breakdown

(Values in thousand euros)

Asset/Income item Depreciation Value Write-backs Net result (a+b-c)
(a) adjustments for (c)
impairment

(b)

A.Tangible assets

1. Used in the business 4,047 4,047

- Owned 1,913 1,913

- Lease rights of use 2,133 2,133

2. Held for investment X -

- Owned -

- Lease rights of use -

3. Inventories X -
Total 4,047 = = 4,047

As of 2019, following the application of International Accounting Standard IFRS 16, the item “Value adjustments
on tangible assets” also includes the depreciation of right-of-use assets amounting to €2,133 thousand, the
counterpart of which is recognized under tangible assets.
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Section 13 - Net write-downs/write-backs on intangible assets - Item 190

€4,671 thousand

13.1 Net adjustments to intangible assets: breakdown

(Values in thousand euros)

Asset/Income item Amortization Value Write-backs Net result (a+b-c)
(a) adjustments for (c)
impairment

(b)

A. Intangible assets

of which: software

A.1Owned 4,671 4,671

- Generated internally by the company -

- Others 4,671 4,671

A.2 Lease rights of use -
Total 4,671 = = 4,671

The item refers to amortization for the period relating to intangible assets with finite useful lives, which include
the “"Customer Contracts” emerging following the finalization of the Purchase Price Allocation of the acquisition
of the former DEPObank. For more information refer to Part G “Business combinations” of the Explanatory
Notes.

Section 14 - Other net operating income - Item 200

€104,192 thousand
14.1 Other operating expenses: breakdown
-€3,000 thousand
(Values in thousand euros)
Breakdown Total Total
12.31.2021 12.31.2020
Contingent expenses (2,656) (276)
Rounding off and allowance expenses (8) (14)
Other charges a7) (50)
Deposit guarantee scheme expenses - -
Registry tax expenses (319) (70)
Total (3,000) (COE))
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14.2 Other operating income: breakdown

€107,193 thousand
(Values in thousand euros)
Breakdown Total Total
12.31.2021 12.31.2020
Recovery of legal fees for purchases of non-recourse receivables 1,198 1,426
Recovery of operational legal fees 218 220
Other recoveries 1,384 -
Receivables realized at other than face value - -
Contingent assets 9,059 2,678
Recovery of assignor notary expenses 977 1,075
BFF Finance Iberia royalties 1,031 864
Other income 93,325 6,656
Total 107,192 12,919

On December 31, 2021, this item included the definitive badwill amount of €76.9 million resulting from the
merger transaction with the former DEPObank. At the date of the approval of these financial statements, the
purchase price allocation (PPA) process had been completed, as required by IFRS 3 revised. For more information
refer to Part G "Business combinations” below of the Explanatory Notes.

Section 19 - Income taxes on current operations - Item 270

-€9,385 thousand

19.1 Income taxes for the year on current operations: breakdown

(Values in thousand euros)

Income items/Sectors Total Total
12.31.2021 12.31.2020
1. Current taxes (-) 12,357 15,314

2. Adjustment to current tax of prior years (+/-)

3. Reduction of current tax for the year (+)

3.bis Reduction of current taxes for the year for tax credits pursuant to
Italian Law no. 214/2011 (+)

4. Change in prepaid taxes (+/-) (13,116) 510
5. Change in deferred taxes (+/-) (8,626) 8,398

6. Taxes for the year (-) (-1+/-2+3+ 3 bis +/-4+/-5) (9,385)
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19.2 Reconciliation of theoretical tax charge with actual tax charge

(Values in thousand euros)

Breakdown IRES IRAP
Taxable profit used for purposes of tax calculations 154,905 93,478
Theoretical tax charge: 27.5% IRES - 5.57% IRAP 42,599 5,207
Permanent non-deductible differences (105,451)

Deductible IRAP (20)

Temporary differences taxable in future years (34,670)

Temporary differences deductible in future years 3,956 815
Reversal of temporary differences from previous years (18,720) (15,717)
Taxable income - 78,576
Current taxes for the year: 27.5% IRES - 5.57% IRAP - 4,377

Section 22 - Earnings per share

22.1 Average number of ordinary shares with diluted capital

(Values in units)

Breakdown 12.31.2021 12.31.2020
Average number of shares outstanding 185,312,690 170,648,346
Average number of potentially dilutive shares 10,175,223 5,944,232
Average number of diluted shares (*) 195,487,913 176,592,578

22.2 Other information

(Amounts in units, unless otherwise stated)

Net profit for the period (in euros) 164,289,349 143,281,246
Average number of shares outstanding (*) 185,312,690 170,648,346
Average number of potentially dilutive shares 10,175,223 5,944,232
Average number of diluted shares (*) 195,487,913 176,592,578
Basic earnings per share (in euro units) 0.879 0.810
Diluted earnings per share (in euro units) 0.840 0.811
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(Values in euro units)

Total 12.31.2021 Total 12.31.2020

10. Profit for the year

164,289,349 143,281,247

Other income components not transferred to the income statement

20. Equity instruments carried at fair value through other comprehensive income:

a) fair value changes

b) transfers to other net equity items

30. Financial liabilities carried at fair value through profit or loss (changes in
creditworthiness):

a) fair value changes

b) transfers to other net equity items

40. Hedging of equity instruments carried at fair value through other
comprehensive income:

a) fair value changes (hedged instrument)

b) fair value changes (hedging instrument)

50. Tangible assets

60. Intangible assets

70. Defined-benefit plans

(47,353) 10,086

80. Non-current assets held for sale and discontinued operations

90. Share of valuation reserves connected with investments carried at equity

100. Income taxes on other comprehensive income without reclassification to the

income statement

13,022 ,774)

Other income components with reclassification to the income statement

110. Hedging of foreign investments:

a) fair value changes

b) reclassification through income statement

c) other changes

120. Foreign exchange differences:

a) changes in value

(57,057) 64,215

b) reclassification through income statement

c) other changes
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(Values in euro units)

Total 12.31.2021

Total 12.31.2020

130.

Cash flow hedges:

a) fair value changes

b) reclassification through income statement

c) other changes

of which: result of net positions

140.

Hedging instruments (undesignated elements):

a) changes in value

b) reclassification through income statement

c) other changes

150.

Financial assets (other than equity instruments) measured at fair value through
other comprehensive income:

a) fair value changes 315,589

119,390

b) reclassification through income statement

- adjustments for credit risk

- profits/losses on disposals

c) other changes

160.

Non-current assets and asset groups held for sale:

a) fair value changes

b) reclassification through income statement

c) other changes

170.

Share of valuation reserves for equity investments measured at equity:

a) fair value changes

b) reclassification through income statement

- adjustments due to impairment

- profits/losses on disposals

c) other changes

180.

Income taxes relating to other income components with reclassification
to the income statement (85,497)

(60,718)

190.

Total other income components 138,704

. Comprehensive income (Iltems 10+190) 164,428,053

130,199
143,411,446
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Part E - Information on risks and related hedging
policies

Introduction

BFF Bank has adopted suitable corporate governance tools and adequate management and control
mechanisms in order to mitigate the risks to which it is exposed. These measures are part of the governance
of the organization and of the internal control system, aimed at ensuring management practices grounded in
efficiency, effectiveness and fairness, covering every type of business risk, consistently with the characteristics,
dimensions and complexity of the business activities carried out by the Group.

With this in mind, the Bank formalized its risk management policies and periodically reviews themto ensure their
effectiveness over time. It constantly monitors the functioning of the risk management and control processes.

Such policies define:

p the governance of risks and the responsibilities of the Organizational Units involved in the management
process;

b the mapping of the risks to which the Bank is exposed, the measuring and stress testing methods, and the
information flows that summarize the monitoring activities;

) the annual assessment process on the adequacy of internal capital;

P the activities for the assessment of prospective capital adequacy, associated with the strategic planning
process.

The corporate governance bodies of the Bank define the risk governance and management model at the Group
level, taking into account the specific types of operations and the related risk profiles characterizing all the
Group’s entities, with the aim of creating an integrated and consistent risk management policy.

Within this framework, the Parent Company’s corporate bodies perform the functions entrusted to them not
only with regard to their specific business activities, but also taking into account the Bank’s operations as a whole
and the risks to which it is exposed, and involving, as appropriate, the governance bodies of the subsidiaries in
the decisions concerning risk management procedures and policies.

The Risk Management Function cooperates in the process of defining and implementing the risk governance
policies through an adequate risk management process. The Function Head is not involved in the operating
activities he or she has to monitor, and his or her tasks and responsibilities are governed by specific Internal
Regulations.

In addition to other tasks, the Risk Management Function is responsible for:

) cooperating with the corporate governance bodies in defining the overall risk management system and the
entire reference framework relating to the assumption and control of Bank risks (Risk Appetite Framework);

p establishing adequate risk management processes through the adoption and maintenance of suit- able risk
management systems, in order to map, measure, control or mitigate all relevant risks;

p providing an assessment of the capital absorbed, also under stress conditions, and of the related present
and prospective capital adequacy, by defining processes and procedures to meet every type of present and
future risk, which take into account strategies and context changes; overseeing the implementation of the
risk management process and ascertaining that it is being complied with;
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) overseeing the implementation of the risk management process and ascertaining that it is being complied
with;

P monitoring the adequacy and effectiveness of the actions taken to resolve any weaknesses found in the risk
management system;

) submitting periodical reports to the corporate governance bodies on the activities carried out and providing
them with consulting support on risk management issues.

The Risk Management Function reports to the Chief Executive Officer, the person responsible for the Bank’s
Internal Control system. It is independent of the Internal Audit Function, and subject to its control.

Section 1 - Credit Risk

Qualitative information

1. General aspects

The main activity of the Bank is factoring, which is governed, in Italy, by the Italian Civil Code (Book IV - Title |,
ChapterV, Articles 1260-1267) and Law No. 52 of February 21, 1991 and subsequent amendments, and which
consists of a plurality of financial services that can be structured in various ways, mainly through the sale of
trade receivables. The Bank mainly offers non-recourse factoring services with debtors belonging to the public
administration, in addition to other lending products always with a focus on the public administration. From
March 2021, with the integration of DEPObank, the Bank began to provide credit as an instrumental activity in
addition to specific treasury activities (managed through the granting of operating limits) and securities services
(mainly managed through the granting of account overdraft facilities).

At this time, non-recourse factoring represents approximately 58% of all the exposures to customers of the
Bank excluding the securities component. Also excluding loans disbursed to subsidiaries, the percentage rises
to 82%.

With regard to the measures in response to COVID-19, the Bank follows the applicable provisions contained
in the EBA Guidelines (“Guidelines on reporting and disclosure of exposures subject to measures applied in
response to the COVID-19 crisis — EBA/GL/2020/07").

Impacts of the COVID-19 pandemic

In light of the Bank's business model and the nature of its counterparties, the Covid-19 epidemic did not entail a
change to the objectives and management strategy or to the systems for measuring and controlling risks.

Impacts of the Ukraine-Russia crisis

Following the crisis between Russia and Ukraine, which culminated in the military intervention initiated by Russia
on February 24, and the resulting countermeasures undertaken by the international community and parties in
the international financial sector (e.g. sanctions against Russian natural persons or legal entities, limitations
on transactions with Russian parties and/or regarding financial instruments issued by Russian parties and/or
denominated in Russian currency), the BFF Group is monitoring the situation and proceeding with a verification
of risk positions and transactions, which could be impacted by the above-mentioned limits on transactions,
intervening - in addition - to ensure that transactions are not carried out which are not permitted in light of
recent regulatory provisions and/or which could be considered at risk.
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2. Credit risk management policies
2.1 Organizational aspects

The assessment of a transaction, for the different products offered by the Bank, is conducted through the
analysis of a number of factors, ranging from the degree of risk fragmentation to the characteristics of the
commercial relationship underlying the credit quality and the customer/ debtor’s ability to repay.

The guidelines and procedures to monitor and control credit risk are set forth in the current “Credit Regulation,”
approved by the Board of Directors on June 30, 2021. A further organizational measure tackling credit risk is
provided by the internal regulation for monitoring credit quality, which describes the credit control process on
the debtor and is an integral part of the aforementioned “Credit Regulation”.

Credit risk is therefore monitored at various levels within the framework of the multiple operating processes.

2.2 Management, measurement and control systems

The management, measurement and control system relating to credit risk has been created to ensure control
over the main types of risks belonging to the credit risk category.

For this purpose, it must be noted that the core business carried out by the Bank consists, as mentioned above, in
the purchase of receivables on a non-recourse basis due from debtors belonging to public administration agencies,
and that with regard to exposures related to the custodian bank operations, these are mainly towards banks.

Based on the above, in particular, credit risk is linked to the possibility that an unexpected change in the
creditworthiness of a counterparty to which the Company is exposed may generate a corresponding decrease in
the value of the credit position. It can be broken down as follows:

p credit risk in the strict sense: the risk of default of counterparties to which the Bank is exposed, which is
fairly limited considering the nature of the Bank’s counterparties, the majority of which are not subject to
bankruptcy proceedings or other procedures that could undermine their substantial solvency;

p dilution risk: the risk that the amounts owed by the assigned debtor are reduced due to allowances or offsets
arising from returns and/or disputes concerning the quality of the product or service or any other issue;

p factorability risk: the risk related to the nature and characteristics of the commercial relationship subject to
factoring/sale, affecting the ability of the receivable sold to self-liquidate (e.g., risk of direct payments from
the debtor to the potentially insolvent assignor);

b risk of late payment: the risk of a delay in the collection times of the receivables sold compared to those
expected by the Bank.

In light of the risks detailed above, the Bank has internal regulations that describe the phases that industry
regulations identify as components of the credit process:

p background check;

) decision;

p disbursement;

P monitoring and review;

p dispute.
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Non-recourse factoring by its very nature represents the service that is most exposed to credit risk. For this
reason, the background check for the credit line application is carried out with the utmost care.

With regard to the granting of credit to counterparties using the custodian bank service, credit risk is very low,
as it is mainly concentrated on bank counterparties, SGRs and funds.

The Bank also marginally offers the following two types of services: “receivables management only” and
“recourse factoring”.

In the “receivables management only” service, credit risk is considerably reduced because it is limited to the
Bank’s exposure to the customer for payment of the agreed fees and commissions, that is, the reimbursement
of legal fees incurred. The granting of a credit line for “receivables management only” follows the normal
procedures used in the credit process, although the credit line can be approved by a single-person body.

Recourse factoring is a residual activity for BFF Bank.

With regard to the allocation of operating limits and/or “intermediation” caps, there is no specific request
from customers and the assessment is initiated at the initiative of the Finance and Treasury OU or the relevant
organizational units.

As part of the management of counterparties providing retail intermediation services, specific operating limits
have been established, aimed at monitoring and controlling the operations of these entities. In some cases,
guarantees have been requested to mitigate the risk assumed for these activities. Exposure to the customers’
credit risk is constantly monitored. The credit quality of public sector entities is analyzed within the framework
of the risk of delay in repaying liabilities.

The assessment of credit risk is part of an overall analysis of the adequacy of the Bank'’s capital in relation to the
risks connected with lending.

With this in mind, the Bank uses the “standardized” approach to measure credit risk, as governed by Regulation
(EU) No. 575/2013 (CRR) and adopted by the Bank of Italy Circular No. 285 “Supervisory provisions for
banks” and Circular No. 286 “Instructions for the preparation of supervisory reporting by banks and securities
intermediaries,” both dated December 17, 2013, and subsequent amendments. This approach involves the
classification of exposures into different classes (“portfolios”), depending on the type of counterparty, and the
application of diversified weighted ratios to each portfolio.

In particular, the Bank applies the following weighting factors, envisaged by the CRR:

P 0% for exposures to government agencies and central banks with offices in a European Union member
state and financed in the local currency, as well as for exposure to other public administration agencies
in compliance with specific requirements of relevant supervisory provisions. This category also includes
exposures to Spanish public sector entities and other local authorities as provided for by EBA lists “EU regional
governments and local authorities treated as exposures to central governments in accordance with Article 115(2)
of Regulation (EU) 575/2013” and "EU public-sector entities treated in exceptional circumstances as exposures
to the central government, regional government or local authority in whose jurisdiction they are established in
accordance with Article 116(4) of Regulation (EU) 575/2013";

b 20% for (i) exposures to regional government agencies and local authorities with offices in a European Union
member state denominated and financed in the local currency, (ii) exposures to public sector entities of
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countries with Credit Quality Step 1, (i) exposures to public sector entities and supervised intermediaries
with an original duration of three months or less;

P 50% forexposures to the public administration agencies of countries with Credit Quality Step 2, which include
the exposures to entities of the Polish and Slovakian public sector;

P 100% for (i) exposures to the public administration agencies of countries with Credit Quality Step 3, 4 and
5 (including Italy, Portugal and Greece-please note that on May 3, 2019 DBRS upgraded Greece from BH
to BBL, thus improving the credit quality step from 5 to 4, but leaving the capital absorption percentage
unchanged at 100%) and (ii) exposures to the public administration agencies of countries where government
agencies are not rated and no credit quality steps are available (including Czech Republic and Croatia);

b 50% or 100% for receivables due from supervised intermediaries, according to the credit quality step of the
country in which they have their offices;

75% for retail exposures and exposures to SMEs;
100% for exposures to private debtors (i.e., businesses), Funds, and SGRs;

100% for tangible assets, equity investments, collective investment undertakings and other;

v v v Vv

150% for non-performing exposures, if the specific value adjustments are 20% less than the non-collateralized
portion, before any adjustments;

p 100% for non-performing exposures, if the specific value adjustments are 20% or more than the non-
collateralized portion, before any adjustments;

) 250% to deferred tax assets not deducted from own funds.

The Bank constantly maintains, as a capital requirement for credit risk, an amount of regulatory capital equal
to at least 8% of the weighted exposures for credit risk. The Risk Weighted Amount is determined by the sum of
the risk weighted assets of the various classes.

Based on the method described above, the capital requirement for credit risk at December 31, 2021 is €177
million for the Bank.

Furthermore, the credit risk management process abides by external regulations (CRR, Bank of Italy Circulars
No. 285 “Supervisory provisions for banks” and No. 286 “Instructions for the preparation of supervisory reporting
by banks and securities intermediaries” and subsequent amendments) regarding risk concentration.

Specifically:
b “large exposure” means any risk position equal to or greater than 10% of the eligible capital, as defined in the
CRR Il (sum of Tier 1 Capital and Tier 2 Capital equal to or lower than one-third of Tier 1 Capital);

p for banking groups and banks, each risk position must not be greater than 25% of the eligible capital.

Considering the fact that the Bank’s exposure consists almost entirely of receivables purchased on a non-
recourse basis and due from individual public administration entities, portfolio risk is considered limited, since
the derecognition of receivables entails the allocation of the exposure to a higher number of counterparties
(i.e., the assigned debtors), which, in the case of certain exposures, receive preferential treatment in terms of
weighting for large exposures.
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Credit quality assessment

The Bank performs an impairment test on the receivables portfolio, aimed at identifying any impairment of its
assets, in line with the provisions of the applicable accounting standards and the prudential criteria required by
supervisory regulations and the internal policies adopted by the Bank.

This assessment is based on the distinction between these two categories of exposures:

D Receivables subject to generic adjustments (“collective impairment”).
D Receivables subject to specific adjustments.

Note that the IFRS 9 accounting principle entered into force on January 1, 2018. This standard replaces the
concept of incurred losses, envisaged by IAS 39, with that of expected losses.

The approach adopted by the Bank is based on a prospective model that may require the recognition of expected
losses over the lifetime of the receivable on the basis of supportable information that is available without undue
cost or effort and includes historical, current and forward-looking data. In this context, an approach based on
the use of credit risk parameters (Probability of Default — PD, Loss Given Default — LGD, Exposure at Default —
EAD) has been adopted, redefined based on a multi-period perspective.

More specifically, according to IFRS 9, impairment of receivables is recognized in three stages, each with
different methods for calculating the losses to be recorded.

As for Stage 1, expected losses are measured over a 12-month period. As for Stage 2 (including financial assets
whose credit risk increased significantly since initial recognition), expected losses are measured over the full
lifetime of the instrument (lifetime expected losses). Stage 3 includes all financial assets that show objective
impairment at the reporting date (non-performing exposures).

2.3 Methods of measuring expected losses

Receivables subject to generic adjustments (“collective impairment”)
The impairment model is characterized by:

p theallocation of the transactions in the portfolio to different buckets, based on an assessment of the increase
in the level of exposure/counterparty risk;

b the use of multi-period risk parameters (e.g., lifetime PD, LGD and EAD) to quantify expected credit losses
(ECL) for financial instruments subject to a significant increase in credit risk since initial recognition.

For the purposes of calculating impairment, IFRS 9 sets out general requirements for calculating ECLs and
designing stage allocation criteria, without providing specific guidelines on the modelling approach. Therefore,
by analyzing the data provided as input, the assessment and design of the project for the conversion to IFRS
9 allowed to develop a methodological framework to accommodate the peculiarities of the Bank's business
consistently with the assets it owns as well as available information, in accordance with the guidelines in the
standard.

The key concepts introduced by IFRS 9 and required for the purpose of calculating impairment compared to
previous accounting standards are as follows:

p a forward-looking model, allowing the immediate recognition of all expected losses over the life of the
receivable, thus replacing the “incurred loss” criterion. According to the latter, impairment losses were
recognized only when there was evidence that they existed (based on the identification of a trigger event).
According to IFRS 9, losses shall be recognized based on supportable information that is available without
undue cost or effort and includes historical, current and forward-looking data;

Financial Statements 2021

247




248

v

Report on Operations Financial statements for the year Certification by the Report of the Board of Report of the
ending December 31, 2021 Financial Reporting Statutory Auditors Independent Auditors
Officer

b ECLrecalculated at each reporting date to reflect changes in credit risk since initial recognition of the financial
instrument;

b use of forward-looking information and macroeconomic factors to determine ECL;

p introduction of an additional status with respect to the binary classification of performing and non-performing
counterparties, to take account of the increase in credit risk.

The ECL calculation model requires a quantitative assessment of future cash flows and assumes that they can
be reliably estimated. This requires the identification of certain elements, namely:

) Probability of Default (PD) models and assumptions about the forward distribution of default events, for the
calculation of multi-period PDs used to determine the lifetime expected credit loss;

» LGD model;

b adeterministic and stochastic EAD model allowing to define a multi-period distribution as well as a 12-month
horizon.

The risk parameters that should be modelled to comply with the rationale of considering the full life- time of the
financial instrument are as follows:

p Multi-period PD;
» Multi-period LGD;
b Multi-period EAD.

Furthermore, in compliance with IFRS 9, the ECL calculation shall include Point-in-Time (PIT) adjustments and
Forward-Looking Information (FLI).

Receivables subject to specific adjustments (“specific impairment”)
As required by IFRS 9 and in line with current supervisory provisions, the Bank carried out a review of the assets
classified as impaired in order to identify any objective impairment of individual positions.

It should be noted that, with reference to past due receivables, although classified as impaired financial assets
and therefore subject to specific impairment, the same assessments that apply for the performing exposures
referred to in this section were carried out. This decision is supported by the fact that, in consideration of the
Bank’s core business, impaired past due positions, identified according to objective criteria, do not necessarily
represent actual deterioration in the credit position. However, this approach does not provide an exemption
to the competent functions from performing a precise/analytical assessment (“case-by-case assessment”) of
positions classified as past due if the value adjustment calculated is not adequate.

The Bank’s impaired receivables consist of NPLs, unlikely to pay and past due exposures, for a total of €84.6
million — net of individual impairment — and are broken down as follows:

p €65.9 million NPLs;
p €0.9 million unlikely to pay exposures;

p €17.8 million impaired past due exposures.
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Changes due to COVID-19
Assessment of the significant increase in credit risk (SICR)

In light of the Bank's business model and the nature of its risk counterparties, the Covid-19 epidemic did not
entail changesto the model of the significantincrease in credit risk (SICR). During 2021, the Bank has not granted
any moratoria of a strictly voluntary character to customers, according to the EBA guidelines of December 2,
2020 “Guidelines amending EBA/GL/2020/02 on legislative and non legislative moratoria on loan repayments
applied in the light of the COVID-19 crisis”.

Measuring expected losses

The model for determining risk parameters was also unchanged following the spread of COVID-19.

However, the annual update of the risk parameters (PD and LGD) allows taking into account the evolution of the
effects of COVID-19 within the estimates of expected losses.

To this end, as at June 30, 2021 the Bank updated the macroeconomic scenarios provided by the external rating
agency. These scenarios are constructed considering the evolution of the unemployment rate and the High
Yield Spread in a context where the COVID-19 pandemic continues to show its effects over the next few years,
reaching a situation of normality or a pre-COVID-19 situation not before the middle of the decade.

These scenarios, provided by the external info provider, are also basically aligned with the new scenarios
published by such info provider in December.

At December 31, 2021, in order to quantify the impact of COVID-19, the Bank carried out a sensitivity analysis
of the Expected Credit Loss calculation using the PD and LGD curves that take into account the effects of the
pandemic, and the PD and LGD curves reported at December 31, 2019 and therefore not affected by it.

Unlike what was highlighted in the analysis performed in 2020, which pointed to a potential impact in terms
of higher value adjustments, equal to roughly €428 thousand, the analysis for 2021 showed, to the contrary, a
potential write-back of roughly €380 thousand.

The effect of this analysis for 2021 was due in the first place to an increase in GDP, which in 2021 marked +6.5%
(preliminary ISTAT figure) after a drastic decline in 2020 and, in the second place, on the basis of the studies
performed by the external info provider, an improvement in default rates in the Corporate sector, which after a
sharp rise in 2020 began falling again in 2021.

However, this analysis does not take into account the impact on the specific corrections as, by their nature, it is
difficult to estimate the quantification of the greater impact due to the pandemic.
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2.4 Credit risk mitigation techniques

In order to make non-recourse receivables compatible with the derecognition principle, the risk mitigation
clauses that could in some way invalidate the effective transfer of risks and rewards were eliminated from the
respective contracts.

With regard to exposures to counterparties to which treasury and security services are offered, risk mitigation
techniques also include netting (ISDA) and collateral management (CSA) agreements consistent with EMIR
regulations. For repurchase agreements for which the Bank has signed specific GMRA contracts, credit risk is
transferred from the counterparty to the underlying of the repurchase agreement.

3. Impaired credit exposures

In compliance with Bank of Italy Circular no. 272, the Bank’s net “Impaired assets” amounted to a total of
€84,581 thousand. They include:

p non-performing loans: these are exposures to parties that are in a state of insolvency or in basically similar
situations, regardless of any loss projections made by the company.
At December 31, 2021, the overall total of the Banking Group’s non-performing loans, net of impairment,
amounted to €65,944 thousand, of which €5,287 thousand purchased already impaired. Net non-performing
loans relating to Italian municipalities and provincial governments in financial distress amounted to €64,468
thousand, accounting for 97.8% of the total. This case is classified as non-performing in accordance with
the indications given by the Supervisory Authority, despite the fact that BFF is entitled to receive 100% of
principal and late payment interest at the end of the insolvency procedure.The portion of the provision for
late payment interest relating to non-performing exposures, recognized at the time of the change in estimate
in 2014, was equal to €1,269 thousand, entirely impaired.
Taking account of this amount, too, gross non-performing loans amounted to €70,498 thousand and relevant
adjustments totalled €4,554 thousand.

p unlikely-to-pay positions: these exposures reflect the judgement made by the intermediary about the
unlikelihood that-absent such actions as the enforcement of guarantees-the debtor will fully fulfil (for
principal and/or interest) its credit obligations. This assessment should be arrived at independently of the
existence of any past due and unpaid amounts (or instalments).

At December 31, 2021, gross exposures classified as unlikely to pay amounted to €1,554 thousand, written
down by €694 thousand. The net exposure therefore amounts to €860 thousand.

D net past due exposures totalled €17,779 thousand, of which €17,677 thousand (99.4%) attributable to public
administration counterparties and public sector companies.
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4. Financial assets subject to commercial negotiations and forborne exposures

During 2020, the Bank has not granted any moratoria of a strictly voluntary character to customers, according
to the EBA guidelines of December 2, 2020 “Guidelines amending Guidelines EBA/GL/2020/02 on legislative and
non legislative moratoria on loan repayments applied in the light of the Covid-19 crisis”.

Quantitative information

A. Credit quality

A.1 Impaired and performing credit exposures: amounts, value adjustments, trends and economic
breakdown

A.1.1 Breakdown of financial assets by portfolio and credit quality (carrying amount)

(Values in thousand euros)

Portfolios/risk stages Between 1 and Between 30 and More than Between 1 and Between 30 and More than
30 days 90 days 90 days 30 days 90 days 90 days
1. Financial assets measured at amortized cost 65,944 860 17,779 1,506,361 8,165,063 9,756,006

2. Financial assets measured at fair value through
other comprehensive income

3. Financial assets designated at fair value

4. Other financial assets mandatorily measured
at fair value

5. Financial assets held for sale
Total 12.31.2021 65,944 860 17,779 1,506,361 8,165,063 9,756,006
Total 12.31.2020 64,753 = 39,588 1,612,401 3,622,549 5,339,291
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A.1.2 Breakdown of financial assets by portfolio and credit quality (gross and net amounts)

(Values in thousand euros)

252

Portfolios/risk stages Impaired Performing Total (net
exposure)
Gross  Total value Net Partial Gross  Total value Net
exposure  adjustments exposure write-offs exposure  adjustments exposure
1. Total financial assets measured at amortized
cost* 88,581 3,999 84,582 - 9,673,221 1,797 9,671,424 9,756,006
2. Financial assets measured at fair value through
other comprehensive income - - - - - - - -
3. Financial assets designated at fair value - - - - X X - -
4. Other financial assets mandatorily measured
at fair value - - - - X X - -

5. Financial assets held for sale -

Total 12.31.2021

9,673,221

9,671,424

9,756,006

Total 12.31.2020 106,292 1,952 104,341 - 5,237,643 2,693 5,234,950 5,339,291
(*) Value presented for informative purposes.
Portfolios/quality Assets of evident poor credit Other assets
quality
Net
Cumulative  Net exposure €xposure
capital losses

1. Financial assets held for trading 4,094
2. Hedging derivatives 13
Total 12.31.2021 - - 4,107

Total 12.31.2020
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A.1.3 Financial assets broken down by past due amounts

(Values in thousand euros)

Portfolios/risk stages Stage one Stage two Stage three Purchased or originated impaired
Between Between More  Between Between More  Between Between More  Between Between More

land30 30and90 than90  1and30 30and90 than90  1and30 30and90 than90  1and30 30and90  than90

days days days days days days days days days days days days

1. Financial assets
measured at amortized
cost 204,601 118,888 473,083 1 190 709,598 59 401 77,600 - - 5,287

2. Financial assets
measured at fair
value through other
comprehensive income

3. Financial assets held
for sale

Total 12.31.2021 204,601 118,888 473,083 709,598
Total 12.31.2020 263,763 92,198 153,882 - 132 102,427 220 256 97,022 -

5,614
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A.1.4 Financial assets, Commitments to disburse funds and financial guarantees given: trend in total
impairments and total provisions

Description/risk stages

Total value adjustments

Assets in stage one

Assets in stage two

Financial ~ Financial assets Financial ~ of which:  of which:  Receivables Financial Financial assets Financial ~ of which:  of which:
Receivables assets measured  assetsheld individual  collective due from assets measured assetsheld individual  collective
duefrom measured at atfairvalue for sale write- write- banksand measured at at fair value for sale write- write-
banks and amortized  through other downs downs Central amortized  through other downs downs
Central cost  comprehensive Banks on cost comprehensive
Banks on income demand income
demand
Opening total adjustments 2 2,591 2,59% 101 101
Increases in purchased or
originated financial assets
Derecognitions other than
write-offs
Net value adjustments/write-
backs for credit risk (+/-) 68 (912) (844) 16 16
Contractual amendments
without derecognitions
Changes in estimate
methodology
Write-offs not recognized
directly in the income
statement
Other changes
Total final inventories 70 1,679 1,749 117 117

Recoveries from receipts on
written-off financial assets

Write-offs recognized
directly on the income

statement
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(Values in thousand euros)

Total value adjustments

Assets in stage three

Purchased or originated impaired financial assets

Total provisions on commitments to Total
disburse funds and financial guarantees

issued

Receivables Financial ~ Financial assets Financial ~ of which:  of which: Financial Financialassets  Financial ~ofwhich:  of which: ~ Stage Stage Stage commitmentsto
due from assets measured  assetsheld individual  collective assets measured assetsheld individual collective one two three  disbursefunds
banksand measured at at fair value for sale write- write-  measured at at fair value for sale write- write- and financial
Central amortized  through other downs downs amortized  through other downs downs guarantees
Banks on cost comprehensive cost comprehensive issued purchased
demand income income or originated
impaired

1,737 1,737 214 214 777 5,423

X X X X X -

2,055 2,055 (8) (8) (719) 500

3,793 3,793 206 206 58 5,924

35 35 35
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A.1.5 Financial assets, commitments to disburse funds and financial guarantees issued: transfers
between the various credit risk stages (gross and nominal amounts)

(Values in thousand euros)

Portfolios/risk stages Gross values [nominal value

Transfers between stagel  Transfers betweenstage2  Transfers between stage 1
and stage 2 and stage 3 and stage 3

From Stage FromStage  FromStage FromStage FromStage From Stage
ltoStage2 2toStagel 2toStage3 3toStage2 1toStage3 3toStagel

1. Financial assets measured
at amortized cost 6,671 3,350 21,218 10,839 9,379

2. Financial assets measured
at fair value through other
comprehensive income

3. Financial assets held for sale

4. Commitments to disburse
funds and financial guarantees

issued
Total (12.31.2021) 6,671 3,350 21,218 10,839 9,379
Total (12/31/2020) 1,484 3,158 912 382 945 477
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A.1.6 On and off-balance-sheet credit exposures to banks: gross and net values

(Values in thousand euros)

Type of exposures/ Gross exposure Total adjustments/recoveries and total Net Total partial
values provisions exposure  write-offs
(*)

Stage  Stage  Stage Purchased Stage Stage Stage  Purchased

one two  three or originated one two  three or

impaired originated

impaired

A.On-balance sheet
credit exposures

A.10n demand

a) Impaired X X

b) Performing 543,107 543,107 - X 70 70 X 543,037
A.2 Others

a) Non-performing
loans X X

- of which forborne
exposures X X

b) Unlikely-to-pay
positions X X

- of which forborne
exposures X X

¢) Impaired past due
exposures X X

- of which forborne
exposures X X

d) Past due performing
exposures X X

- of which forborne

exposures X X
e) Other performing
exposures 403,921 403,921 X 23 23 X 403,898
- of which forborne
exposures X X
TOTAL (A) 947,028 947,028 - - - 93 93 - - - 946,935 -

B. Off-Balance Sheet
credit exposures

a) Impaired X X

b) Performing 4,099 X X 4,099

Total (B) 4,099 - - - - - - - - - 4,099 -
Total (A+B) 951,127 947,028 = = = 93 93 = = - 951,034 =

(*) Value for disclosure purposes.
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A.1.7 On- and off-balance-sheet credit exposures to customers: gross and net values

(Values in thousand euros)

Type of exposures/values Gross exposure Total adjustments/recoveries and total provisions Net Total
p partial
write-offs
Stage Stage Stage  Purchased Stage Stage Stage Purchased *)
one two three or originated one two three or originated
impaired impaired

A. On-balance sheet
credit exposures

a) Non-performing loans 69,229 X 63,736 5,493 3,285 X 3,079 206 65,944

- of which: forborne
exposures X X

b) Unlikely-to-pay

positions 1,554 X 1,554 695 X 695 860
- of which: forborne
exposures 929 X 929 533 X 533 396
¢) Impaired past due
exposures 17,798 X 17,798 19 X 19 17,779
- of which: forborne
exposures X X
d) Past due performing
exposures 1,506,776 796,869 709,906 X 415 297 118 X 1,506,361
- of which: forborne
exposures X X -
e) Other performing
exposures 7,762,524 7,762,433 91 X 1,359 1,359 0 X 7,761,165
- of which: forborne
exposures X X
Total (A) 9,357,881 8,559,302 709,997 83,088 5,493 5,773 1,656 118 3,793 206 9,352,108 -

B. Off-Balance Sheet
credit exposures

a) Impaired X X

b) Performing 2,241,848 2,241,848 X 58 58 X 2,256,774

Total (B) 2,241,848 2,241,848

Total (A+B) 11,599,728 10,801,150 709,997 83,088 5,493 5,831 1,715 118 3,793 206 11,608,882 =

(*) Value for disclosure purposes.
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A.1.9 On-balance sheet credit exposure to customers: trend of the gross impaired exposures

Values in thousand euros

Descriptions/Categories Non-performing  Unlikely-to-pay Impaired past
loans positions due exposures
A. Starting gross exposure 66,660 - 39,632
- of which: assets sold but not derecognized - 40
B. Increases 9,692 1,554 15,270
B.1 inflows from performing exposures 7,974 1,554 15,270
B.2 transfers from purchased or originated impaired financial
assets
B.3 transfers from other impaired exposures 622

B.4 contractual amendments without derecognitions

B.5 other increases 1,096 - -
C. Decreases -7,123 - -37,104

C.1 outflows to performing exposures -1,660 -35,543

C.2 write-offs

C.3 collections -5,464 - -1,697

C.4 collections from disposals

C.5 losses from disposals

C.6 transfers to other impaired exposures

C.7 contractual amendments without derecognitions

C.8 other decreases 137
D. Final gross exposure 69,229 1,554 17,797

- of which: assets sold but not derecognized
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A.1.9 bis On-balance sheet exposures to customers: changes in gross forborne exposures broken down
by credit quality

(Values in thousand euros)

Descriptions/Categories Forborne Forborne
exposures: non- exposures:
performing performing
A. Starting gross exposure
- of which: assets sold but not derecognized
B. Increases
B.1 inflows from performing, non forborne exposures
B.2 inflows from performing, forborne exposures X
B.3 inflows from non-performing forborne exposures X
B.4 other increases 929
C. Decreases -
C.1 transfers to performing exposures not subject to forbearance measures X
C.2 outflows towards forborne performing exposures X
C.3 outflows towards non-performing forborne exposures X

C.4 write-offs

C.5 collections

C.6 collections from disposals

C.7 losses on disposal

C.8 other decreases

D. Final gross exposure

- of which: assets sold but not derecognized
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A.1.11 On-balance sheet impaired credit exposures to customers: trend of total value adjustments

(Values in thousand euros)

Descriptions/Categories Non-performing loans Unlikely-to-pay positions Impaired past due
exposures
Total of which: Total of which: Total of which:
forborne forborne forborne
exposures exposures exposures
A. Total opening adjustments 1,907 - - - 4b -
- of which: assets sold but not
derecognized 43 -
B. Increases 1,467 - 694 532 17 -

B.1 value adjustments to purchased or
originated credit impaired assets

B.2 other value adjustments 1,462

B.3 losses on disposal

B.4 transfers from other categories
of impaired exposures 1 17

B.5 contractual amendments
without derecognition

B.6 other increases 3 694 532

C. Decreases -88 42

C.1 write-backs from valuation

C.2 write-backs from collection -86

C.3 gains on disposal

C.4 write-offs

C.5 transfers to other categories of
impaired exposures -2 -42

C.6 contractual amendments
without derecognitions

C.7 other decreases

D. Total final adjustments 3,285 694 532 19

- of which: assets sold but not
derecognized
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A.2 Classification of financial assets, of commitments to disburse funds and financial guarantees
issued on the basis of external and internal ratings

A.2.1 Distribution of financial assets, commitments to disburse funds and financial guarantees issued:
by classes of external ratings (gross values)

(Values in thousand euros)

Retail External rating classes No rating Total

Class1 Class 2 Class 3 Class4 Class5 Class6

A. Financial assets measured

at amortized cost 147,645 2,797 8,153,016 68,640 - - 1,389,703 9,761,801
- Stage one 146,703 2,797 7,391,740 41,175 1,380,808 8,963,223
- Stage two 942 - 678,488 27,465 3,102 709,997
- Stage three 77,492 5,596 83,088

- Purchased or originated
impaired 5,296 197 5,493

B. Financial assets measured
at fair value through other
comprehensive income

- Stage one

- Stage two

- Stage three

- Purchased or originated
impaired

C. Financial assets held for
sale

- Stage one

- Stage two

- Stage three

- Purchased or originated
impaired

Total (A+B+C) 147,645 2,797 8,153,016 68,640 1,389,703 9,761,801

D. Commitments to disburse
funds and financial
guarantees issued - - - - - 2,241,848 2,241,848

- Stage one 2,241,848 2,241,848

- Stage two

- Stage three

- Purchased or originated
impaired

Total (D) = = = = - 2,241,848 2,241,848

Total (A+B+C+D) 147,645 2,797 8,153,016 68,640 3,631,551 12,003,649

The ratings supplied by the rating agency DBRS (the reference ECAI) were used to assign credit quality ratings
to the debtors. A reconciliation between the risk classes and the ratings supplied by DBRS is provided below.
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Credit quality class

ECAI

DBRS Ratings Limited

from AAA to AAL

from AH to AL

from BBBH to BBBL

from BBH to BBL

from BH to BL

v W NP

Cccc
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A.3 Breakdown of guaranteed credit exposures by guarantee type

A.3.1 Guaranteed on- and off-balance sheet credit exposures to banks

Gross Net Collateral (1)
exposure exposure
Real estate - Finance Securities Other
mortgages lease collateral
properties
1. Secured on-balance sheet exposures: 160,438 160,438 159,839
1.1 totally secured 160,438 160,438 159,839

- of which impaired

1.2 partially secured

- of which impaired

2. Secured off-balance sheet credit
exposures:

2.1 totally secured

- of which impaired

2.2 partially secured

- of which impaired
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(Values in thousand euros)

Personal guarantees (2) Total
(1)+(2)
Credit derivatives Endorsement credits
CLN Other derivatives Public Banks Other Other
administrations financial entities
Central Banks Other Other companies
counterparties financial  entities
companies

159,839
159,839
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A.3.2 - Guaranteed on- and off-balance sheet credit exposures to customers

Gross Net Collateral (1)
exposure exposure
Real estate - Finance Securities Other
mortgages lease collateral
properties
1. Guaranteed On-Balance-sheet credit
exposures: 136,295 136,208 153 125,527 8,602
1.1 totally secured 136,295 136,208 153 125,527 8,602
- of which impaired 166 154 153
1.2 partially secured
- of which impaired
2. Secured off-balance sheet credit
exposures: 1,324 1,304 198
2.1 totally secured
- of which impaired
2.2 partially secured 1,324 1,304 198

- of which impaired
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(Values in thousand euros)

Personal guarantees (2) Total
(1)+(2)
Credit derivatives Endorsement credits
CLN Other derivatives Public Banks Other Other
administrations financial entities
Central Banks Other Other companies
counterparties financial  entities
companies

1 134,283
1 134,283
1 154
198
198
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B. Breakdown and concentration of credit exposures

B.1 Distribution by sector of on- and off-balance sheet credit exposures to customers

(Values in thousand euros)

Exposures/To counterparties Public administrations Financial companies Financial c Non-financial compani Household:
(of which: insurance
companies)
Net  Total value Net  Total value Net  Total value Net  Total value Net  Total value
exposure  adjustments exposure  adjustments exposure  adjustments exposure  adjustments exposure  adjustments

A. On-balance sheet credit exposures

A.1 Non-performing loans 64,666 426 744 1,215 154 515 380 1,130

- of which: forborne exposures

A.2 Unlikely to pay - - 396 533 - - 463 162 - -
- of which: forborne exposures 396 533
A.3 Impaired past due exposures 17,677 19 - - - - 102 - - -

- of which: forborne exposures

A4 Performing exposures 7,885,558 857 1,261,221 699 - - 85,070 74 35,681 144

- of which: forborne exposures

Total (A) 7,967,901 36,061 1,274

B. Off-balance sheet credit exposures

B.1 Impaired exposures

B.2 Performing exposures 2,226,588 58 15,200 2

Total (B) - - 2,226,588 58 - - 15,200 2 -

Total (A+B) 12/31, 7,967,901 1,302 3,488,950

Total (A+B) 12/31/2020 4,130,687 1,036 1,591,287 1,741 = = 85,255 1,078 30,510 1,561
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B.2 Territorial distribution of on- and off-balance sheet credit exposures to customers

(Values in thousand euros)

Exposures/Geographic areas Italy Other European countries America Asia Rest of the World
Net  Total value Net Total value Net Total value Net Total value Net Total value
exposure  adjustments exposure adjustments exposure adjustments  exposure  adjustments  exposure adjustments
A. On-balance sheet credit
exposures
A.1 Non-performing loans 65,944 3,285
A.2 Unlikely to pay 860 695
A.3 Impaired past due exposures 17,778 19 1
A.4 Performing exposures 7,802,798 1,169 1,332,310 573 132,417 32
Total (A) 7,887,379 5168 1,332,311 573 132,417 EY) = = = =
B. Off-balance sheet credit
exposures
B.1 Impaired exposures
B.2 Performing exposures 1,205,869 1,035,921
Total (B) 1,205,869 1,035,921

Total (A+B) 12/31/2021

9,093,248

2,368,232

132,417

Total (A+B) 12/31/2020 3,982,666

3,216 1,855,073

2,200

Values in thousand euros

Exposures/Geographic areas Northwest Italy Northeast Italy Central Italy Southern Italy and Islands
Net exposure Totalvalue  Net exposure Totalvalue  Net exposure Totalvalue  Net exposure Total value
adjustments adjustments adjustments adjustments
A. On-balance sheet credit exposures
A.1 Non-performing loans 1,282 1,819 196 31 2,142 1,155 62,325 280
A.2 Unlikely to pay 396 533 2 371 113 90 48
A.3 Impaired past due exposures 73 7 - 1,113 1 16,585 18
A.4 Performing exposures 167,630 99 135,364 12 6,575,594 881 924,210 176
Total (A) 169,381 2,451 135,568 43 6,579,220 2,151 1,003,209 523
B. Off-balance sheet credit exposures
B.1Impaired exposures
B.2 Performing exposures 1,099,872 - 18,000 87,997 20
Total (B) 1,099,872 = 18,000 > 87,997 20 = =
Total (A+B) 12/31/2021 1,269,253 2,451 153,568 43 6,667,217 2,170 1,003,209 523
Total (A+B) 12/31/2020 205,097 627 120,936 186 2,665,083 1,861 991,550 542
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(Values in thousand euros)

Exposures/Geographic
areas

Italy Other European countries

America

Asia

Rest of the World

Net  Total value Net
exposure adjustments

Total value
exposure adjustments

Net  Total value
exposure adjustments

Net  Total value
exposure adjustments

Net  Total value
exposure adjustments

A. On-balance sheet credit
exposures

A.1 Non-performing
loans

A.2 Unlikely to pay

A.3 Impaired past due
exposures

A.4 Performing

exposures 794,159 30 141,798 61 10,466 512 -

Total (A) 794,159 30 141,798 61 10,466 512 - - -
B. Off-Balance Sheet

exposures

B.1 Impaired exposures

B.2 Performing exposures 153 3,946
Total (B) 153 - 3,946 - - - - - -
Total (A+B) 12/31/2021 794,313 30 145,744 61 10,466 512 - - -
Total (A+B) 12/31/2020 13,222 3 12,979 4 -
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Exposures/Geographic areas Northwest Italy Northeast Italy Central Italy Southern Italy and Islands

Net exposure Totalvalue  Net exposure Totalvalue  Net exposure Totalvalue  Net exposure Total value
adjustments adjustments adjustments adjustments

A. On-balance sheet credit exposures

A.1 Non-performing loans

A.2 Unlikely to pay

A.3 Impaired past due exposures

A.4 Performing exposures 97,996 9 38,577 4 644,573 14 13,012 3

Total (A) 644,573

B. Off-Balance Sheet exposures

B.1 Impaired exposures

B.2 Performing exposures 153

Total (B) -

Total (A+B) 12/31/2021 644,573

Total (A+B) 12/31/2020 7,122 2 - - 5,782 l, - -

B.4 Large exposures

At December 31, 2021 there were 26 “large exposures”, i.e. exposures equal to or higher than 10% of eligible
capital.

The nominal unweighted amount of these positions was €11,525,103 thousand, while the weighted amount
was €339,688 thousand.

However, none of these positions exceed the individual concentration limit of 25% of eligible capital.

C. Securitization transactions
INFORMATION ON THE TRANSACTION WITH “BAYERISCHE LANDESBANK - BFF SPV S.R.L.”

Qualitative information
The private placement of a securitization transaction with the Bayerische Landesbank (BayernLB) Group for the
maximum amount of the flexible senior note of €150 million, activated in July 2017, was closed in February 2021

through the repurchase of the receivables sold and outstanding and the repayment of the Notes.
The vehicle BFF SPV srl was removed from the company register on November 8, 2021.
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E. Disposal transactions
A. Financial assets sold and partially derecognized

Quantitative information

E.1. Financial assets sold and fully recognized and associated financial liabilities: book values

(Values in thousand euros)

Financial assets sold and fully recognized Associated financial liabilities
Book value of which: of which: of which Book value of which: of which:
impaired
subject to subject subject to subject
securitization to sale securitization to sale
transactions  agreements transactions  agreements
with with
repurchase repurchase
clause clause
A. Financial assets held for trading
1. Debt securities X
2. Equity securities X
3. Loans X
4. Derivatives X
B. Other financial assets subject
to mandatory fair-value
measurement
1. Debt securities
2. Equity securities X
3. Loans
C. Financial assets at fair value
1. Debt securities
2.Loans
D. Financial assets measured
at fair value through other
comprehensive income
1. Debt securities
2. Equity securities X
3. Loans
E. Financial assets measured at
amortized cost 1,070,465 1,070,465 1,070,721 1,070,721
1. Debt securities 1,070,465 1,070,465 1,070,721 1,070,721
2.Loans
Total (12.31.2021) 1,070,465 - 1,070,465 - 1,070,721 - 1,070,721
Total (12/31/2020) 1,904,261 91,473 1,669,164 40 1,892,915 28,506 1,674,754
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Section 2 - Market Risks

2.1 Interest rate risk and price risk - requlatory trading portfolio

Qualitative information

A. General aspects

Impacts of the COVID-19 pandemic

In light of BFF Bank's business model and the nature of its counterparties, the COVID-19 epidemic did not entail
a change to the objectives and management strategy or to the systems for measuring and controlling risks.

Quantitative information

1. Regulatory trading portfolio: distribution by maturity (repricing date) of on-balance
sheet financial assets and liabilities and financial derivatives

(Values in thousand euros)

Type/Unexpired term On Upto3 More More More More More Indefinite
demand months than3 than6 thanl than5 than10 duration
months months yearto yearto vyears
to6 tol 5years 10years
months year

1. On-balance sheet assets 1
1.1 Debt securities 1

- with option of advance repayment
- others 1 2 4
1.2 Other assets

2. On-balance sheet liabilities

2.1 Repurchase agreements - payable
2.2 Other liabilities

3. Financial derivatives 14,985 14,982
3.1 With underlying security 14,985 14,982
- Options -

+long positions -

+ short positions _

- Other derivatives 14,985 14,982
+long positions 14,985
+ short positions 14,982

3.2 Without underlying security

- Options

+long positions

+ short positions

- Other derivatives

+long positions

+ short positions
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2. Regulatory trading portfolio: distribution of exposures to equity securities and stock
indices by the main listing market countries

(Values in thousand euros)

Transaction type/Listing index Listed Unlisted
Italy Others

A. Equity securities 1 - -

- long positions 1 - -

- short positions

B. Sales not yet settled on equity securities

- long positions

- short positions

C. Other derivatives on equity securities

- long positions

- short positions

D. Derivatives on stock indices

- long positions

- short positions

2.2 Interest rate risk and price risk - banking book

Qualitative information

A. General aspects, management processes and measurement methods for interest rate
risk and price risk

Banking portfolio interest rate risk is the risk of a decrease in the value of the banking portfolio due to potential
changes in interest rates. The main source of this type of interest rate risk is repricing risk, i.e. the risk deriving

from time mismatches between the maturity and repricing of assets and liabilities, the main aspects of which
are:

p vyield curverisk, the risk deriving from the exposure of the Bank's positions to changes in the slopes and shape
of the yield curve;

b basis risk, risk deriving from the imperfect correlation in changes in the rates payable and receivable on
different instruments that may also have similar repricing characteristics.

In the interest rate risk management model adopted by the Bank, the centrality of the following risk measures
is important:

b sensitivity of the economic value;

b sensitivity of the interest margin.

Financial Statements 2021



» BFF

The sensitivity analysis of the economic value makes it possible to assess the impact of yield curve shifts (shocks)
on the value of shareholders' equity. The method applied is the one established by the 32nd update of Circular
285/2013, including the adoption of the stress scenarios mentioned in the EBA Guidelines (EBA/GL/2018/02).
Exposure to interest rate risk expressed in terms of economic value sensitivity is measured with respect to the
banking portfolio assets and liabilities (this therefore excludes positions in the trading portfolio - Other).

This method is applied based on the annual changes in interest rates on a daily basis, recorded during an
observation period of six years, considering alternatively the 1st percentile (decrease) or the 99th percentile
(increase), as laid out in Circular 285. Internal capital is determined by the worst-case result obtained between
the two 1st/99th percentile scenarios.

The Bank also measures the exposure to interest rate risk using additional interest rate shock scenarios.
Specifically:

p the parallel + 200 bps scenarios, for the determination of the risk index, given by the “interest rate risk
exposure/own funds” ratio (requlatory limit 20%, CRD IV Art. 98 par. 5);

) the six interest rate shock scenarios required by the EBA Guidelines, used to calculate internal capital under
stress and to determine the operating limit defined by the “interest rate risk exposure/Tier 1” ratio. To respect
the limit, the scenario with the worst result is considered (threshold 15%, Circular 285 and EBA Guidelines).

The interest rate sensitivity analysis requires the construction of a framework that makes it possible to highlight
the exposure through the use of a specific method. This method is based on:

p classification of the assets and liabilities into different periods: the allocation to different periods is made,
for fixed-rate assets and liabilities, based on their residual lives, while for variable-rate assets and liabilities,
based on the interest rate renegotiation date.

b weighting of net exposures within each period: assets and liabilities are offset, thus obtaining a net position.
Each net position, for each period, is multiplied by the weighting factors, obtained as the product of a
hypothetical variation in rates and an approximation of the modified duration for each single period.

p sum of weighted exposures of different periods: weighted exposures of different periods are summed to
yield a total weighted exposure.

The total weighted exposure represents the change in the present value of cash flows, generated by the
hypothetical interest rate scenario.

Interest rate risk exposure expressed in terms of interest margin sensitivity quantifies the impact of an interest
rate curve shock on the short-term (12 months) and medium-term (3 years) interest margin. This measurement
shows the effect of rate changes on the portfolio being measured, excluding possible future changes to the
asset/liability mix. The shocks applied are the same as the economic value.

The assumption of the Bank's interest rate risk, the role of the functions involved and the related monitoring
takes place in compliance with the internal reference document "Interest Rate Risk Management Policy of the
Group's banking portfolio".
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Report of the
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1. Banking book: distribution by maturity (repricing date) of on-balance sheet financial
assets and liabilities and financial derivatives

Currency of denomination: EUROS

(Values in thousand euros)

Type/Unexpired term On demand Upto More than More than More than More than More than Indefinite
3months 3 monthsto 6 months to 1yearto 5yearto 10 years duration
6 months lyear 5years 10 years
1. On-balance sheet assets 2,040,692 1,282,831 2,942,638 831,475 1,340,574 481,325
1.1 Debt securities 235,863 2,908,176 788,036 1,313,170 414,966
- with option of advance
repayment
- others 235,863 2,908,176 788,036 1,313,170 414,965
1.2 Loans to banks 8,346 395,552
1.3 Loans to customers 2,032,345 651,416 34,462 43,439 27,404 66,360
- current account 17,827 745
- other loans 2,014,518 651,416 34,462 43,439 27,404 65,615
- with option of advance
repayment - 80 69 120 200
- others 2,014,518 651,416 34,394 43,319 27,204 65,615
2. On-balance sheet liabilities 6,543,958 1,389,658 65,536 29,626 78,788
2.1 Payables to customers 5,993,341 1,151,770 22,421 29,626 39,406
- current account 5,858,104 33,243 22,421 29,626 39,406
- other payables 135,237 1,118,527
- with option of advance
repayment
- others 135,237 1,118,527
2.2 Payables to banks 550,617 134,101
- current account 532,79
- other payables 17,823 134,101
2.3 Debt securities 103,787 43,115 39,382
- with option of advance
repayment 103,787
- others 43,115 39,382
2.4 Other liabilities
- with option of advance
repayment
- others
(CONT'D)
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(Values in thousand euros)

Type/Unexpired term On demand Upto More than More than More than More than More than Indefinite
3months 3 monthsto 6 months to lyearto 5yearto 10 years duration
6 months lyear 5 years 10 years
3. Financial derivatives 1,724,067 14,982
3.1 With underlying security 14,985 14,982
- Options
+long positions
+short positions
- Other derivatives 14,985 14,982
+long positions 14,982
+short positions 14,985
3.2 Without underlying
security 1,709,082
- Options

+long positions

+ short positions

- Other derivatives 1,709,082
+long positions 795,259
+ short positions 913,823
4. Other off-balance sheet
transactions 3,941,570 3,941,570
+long positions 3,941,570
+short positions 3,941,570
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Currency of denomination: OTHERS (Values in thousand euros)
Type/Unexpired term On demand Upto More than More than More than More than More than Indefinite
3months 3 monthsto 6 months to lyearto 5year to 10 years duration
6 months 1year 5 years 10 years
1. On-balance sheet assets 15,274 821,197
1.1 Debt securities 132,417
- with option of advance
repayment
- others 132,417

1.2 Loans to banks

1.3 Loans to customers 15,274 688,780
- current account 3,067
- other loans 12,207 688,780
- with option of advance
repayment
- others 12,207 688,780
2. On-balance sheet liabilities 1,080,944 6,247 4,558 5,147 13,367
2.1 Payables to customers 984,367 5,582 4,558 5,147 13,367
- current account 984,366 5,582 4,558 5,147 13,367
- other payables 1
- with option of advance
repayment
- others 1
2.2 Payables to banks 96,577 665
- current account 96,577
- other payables 665

2.3 Debt securities

- with option of advance
repayment

- others
2.4 Other liabilities

- with option of advance
repayment

- others

(CONT'D)
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Currency of denomination: OTHERS (Values in thousand euros)
Type/Unexpired term On demand Upto More than More than More than More than More than Indefinite
3months 3 monthsto 6 months to lyearto 5year to 10 years duration
6 months 1year 5 years 10 years
3. Financial derivatives 1,717,602

3.1 With underlying security

- Options

+ long positions

+short positions

- Other derivatives

+ long positions

+short positions

3.2 Without underlying
security 1,717,602

- Options

+long positions

+ short positions

- Other derivatives 1,717,602
+long positions 915,789
+short positions 801,812
4. Other off-balance sheet
transactions 17,403 17,403 0 0 0 0 0 0
+long positions 17,403
+short positions 17,403

2.3 Exchange risk

Qualitative information

A. General aspects, management processes and measurement methods for exchange
rate risk

Exposure to exchange rate risk — determined on the basis of the net foreign exchange position using a method
based on the supervisory regulations — is monitored in real time by the Finance and Administration Department
and managed in compliance with the limits established by specific internal rules.Positions exposed to exchange
rate risk may only be maintained within very limited limits of maximum overall exposure, as well as for single
currency and VaR.

At December 31, 2021, hedging assets and liabilities realized through derivative instruments amounted to €658
thousand and €4.2 million, respectively, relating to the main currencies in which the Bank’s funding and lending
are expressed and which include transactions aimed at hedging the stake in Polish zloty held in BFF Polska
Group.
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B. Exchange rate risk hedging

Exchangerateriskis mitigated by making recourse to linear derivative instruments lacking optional components,
such as currency swaps, which allow the Bank to perform optimized management of its equity investments and
loans provided in currencies other than the euro in which the Bank operates, also through its subsidiaries.

Qualitative information

The portfolio of Bank assets is also expressed in currencies other than the euro; as a result a methodology
for the measurement and management of this risk has been adopted. Exchange risk is monitored by the Risk
Management Function, in line with the requirements of European regulations (EU Regulation No. 575/2013 -
CRR).

The year 2021 was characterized by an average high level of available liquidity, attributable to the balances held

in accounts with the Bank by bank customers and by clients of the Custodian Bank service. Liquidity in currencies
otherthan the euro was mainly used through Currency Swaps, and to a lesser extent through interbank deposits.
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(Values in thousand euros)

Items Currencies
US Dollar Pounds Yen Canadian  Swiss francs Other
Dollar currencies
A. Financial assets -137,089 -164 - - - 789,010
A.1 Debt instruments -132,417 -
A.2 Equity instruments -2,538 87,254
A.3 Loans to banks
A.4 Loans to customers -2,134 -164 701,755
A.5 Other financial assets
B. Other assets -19,921 -10,077 -2,818 -4,478 -9,667 17,801
C. Financial liabilities 511,854 158,984 124,275 49,647 58,086 207,416
C.1 Amounts due to banks 53,684 9,002 750 4,784 8,514 20,507
C.2 Deposits from
customers 458,171 149,982 123,525 44,863 49,572 186,908
C.3 Debt securities
C.4 Other financial assets
D. Other liabilities - - - - - -
E. Financial derivatives -356,176 -172,752 -121,881 -45,161 -48,437 -973,194
- Options
+long positions
+ short positions
- Other derivatives -356,176 -172,752 -121,881 -45,161 -48,437 -973,194
+long positions -355,553 -160,744 -121,667 -45,161 -48,437 -184,227
+ short positions -623 -12,008 =214 -788,967
Total assets -512,563 -170,985 -124,485 -49,639 -58,104 991,038
Total liabilities 512,478 170,992 124,489 49,647 58,086 996,383
Difference (+/-) -85 7 4 8 -18 5,345
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3.1 Trading derivatives

A. Financial derivatives

Certification by the
Financial Reporting
Officer

A.1 Trading financial derivatives: notional end-of-period values

Report of the Board of

Statutory Auditors

Section 3 - Derivative instruments and hedging policies

Report of the
Independent Auditors

(Values in thousand euros)

12.31.2021

12.31.2020

Over the counter

Organized

Over the counter

Organized

Central
counterparties

Without central
counterparties

markets

counterparties

With netting
agreements

Without
netting

agreements

Central

markets

Without central
counterparties

With netting
agreements

Without
netting

agreements

1. Debt securities

and interest rates

a) Options

b) Swaps

c) Forwards

d) Futures

e) Others

2. Equity securities

and stock indices

12

a) Options

12

b) Swaps

¢) Forwards

d) Futures

e) Others

. Currency and gold

935,711

a) Options

b) Swaps

c) Forwards

935,711

d) Futures

e) Others

4. Commodities

5. Others
Total
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935,723

FX transactions essentially regard trading activities carried out on behalf of customers and transactions in
derivative instruments on exchange rates (currency swaps) carried out by the Bank to optimize the management
of available liquidity and functional to Bank activities, as well as for hedging the equity investment in Polish
zloty held in BFF Polska Group. Note that BFF Bank does not hold innovative or complex financial products, so
recourse is made to linear instruments lacking optional components such as currency swaps.



» BFF

A.2 Trading financial derivatives: positive and negative gross fair value — breakdown by products

(Values in thousand euros)

12.31.2021 12.31.2020
Over the counter Organized Over the counter Organized
markets markets
Central Without central Central Without central
counterparties counterparties counterparties counterparties
With Without With Without
netting netting netting netting

agreements agreements agreements agreements

1. Positive fair value

a) Options

b) Interest rate swaps

c) Cross currency swaps

d) Equity swaps

e) Forwards

4,086

f) Futures

g) Others
Total

2. Negative fair value

4,086 =

a) Options

b) Interest rate swaps

c) Cross currency swaps

d) Equity swaps

e) Forwards

2,725

f) Futures

g) Others
Total

2,725 .
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A.3 OTC trading financial derivatives - notional values, positive and negative gross fair value by
counterparties

(Values in thousand euros)

Underlying assets Central Banks Other Other
counterparties financial entities
companies

Contracts not falling under netting agreements

1) Debt securities and interest rates

- notional value

- positive fair value

- negative fair value

2) Equity securities and stock indices 12
- notional value X 12
- positive fair value X -
- negative fair value X

3) Currency and gold 942,522
- notional value X 935,711
- positive fair value X 4,086
- negative fair value X 2,725

4) Commodities

- notional value

- positive fair value

- negative fair value X
5) Others
- notional value X

- positive fair value

- negative fair value

Contracts falling under netting agreements

(CONT'D)
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(Values in thousand euros)

Underlying assets

Central
counterparties

Banks

Other Other
financial entities
companies

1) Debt securities and interest rates

- notional value

- positive fair value

- negative fair value

2) Equity securities and stock indices

- notional value

- positive fair value

- negative fair value

3) Currency and gold

- notional value

- positive fair value

- negative fair value

4) Commodities

- notional value

- positive fair value

- negative fair value

5) Others

- notional value

- positive fair value

- negative fair value
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A.4 Residual life of OTC financial derivatives: notional values

(Values in thousand euros)

Underlying asset/Residuval Life Uptolyear Morethan1lyear
to 5 years

More than Total
5years

A.1 Financial derivatives on debt securities and
interest rates

A.2 Financial derivatives on equity securities
and stock indices 12

12

A.3 Financial derivatives on exchange rates
and gold 935,711

935,711

A.4 Financial derivatives on commodities

A.5 Other financial derivatives
Total 12.31.2021 935,723
Total 12.31.2020

1.3.2 Accounting hedges

Qualitative information

935,723

The Bank operates in hedging derivatives through linear instruments lacking optional components, such as
currency swaps, which make it possible to guarantee optimized management of equity investments and loans
provided in currencies other than the euro in which the Group operates, also through its subsidiaries, financed
through intra-group finance solutions in currencies such as the zloty and the Czech koruna.
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A. Financial derivatives held for hedging

» BFF

A.1 Financial derivatives held for hedging: notional end-of-period values

(Values in thousand euros)

Total 12.31.2021

Total 12.31.2020

Over the counter

Without central
counterparties

Without
netting
agreements

Central
counterparties

With netting
agreements

Over the counter

Without central
counterparties

Central
counterparties

Organized
markets

With netting
agreements

Without Organized
netting markets
agreements

1. Debt securities
and interest rates

a) Options

b) Swaps

c) Forwards

d) Futures

e) Others

2. Equity securities
and stock indices

a) Options

b) Swaps

c) Forwards

d) Futures

e) Others

3. Currency and gold 688,908

a) Options

b) Swaps

c) Forwards 688,908

d) Futures

e) Others

4. Commodities

5. Others

Total 688,908

Financial Statements 2021

287




288

v

Financial statements for the year
ending December 31, 2021

Report on Operations

Officer

Certification by the
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Report of the
Independent Auditors

Report of the Board of
Statutory Auditors

A.2 Hedging financial derivatives: positive and negative gross fair value - breakdown by products

(Values in thousand euros)

Total 12.31.2021

Total 12.31.2020

Over the counter Organized

Over the counter Organized

. markets
Without central

counterparties

Central
counterparties

Without
netting
agreements

With netting
agreements

. markets
Without central

counterparties

Central
counterparties

Without
netting
agreements

With netting
agreements

1. Positive fair value

a) Options

b) Interest rate
swaps

c) Cross currency
swaps

d) Equity swaps

e) Forwards

f) Futures

g) Others
Total = =

2. Negative fair
value

a) Options

b) Interest rate
swaps

¢) Cross currency
swaps

d) Equity swaps

e) Forwards 4,814

f) Futures

g) Others

Total - - 4,814 =
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A.3 OTC financial derivatives: notional values, positive and negative gross fair value by

counterparties

(Values in thousand euros)

Underlying assets Central
counterparties

Banks Other financial Other
companies entities

Contracts not falling under netting agreements

1) Debt securities and interest rates

- notional value

- positive fair value

- negative fair value

2) Equity securities and stock indices

- notional value

- positive fair value

- negative fair value X

3) Currency and gold

- notional value X

688,908

- positive fair value

13

- negative fair value

4,814

4) Commodities

- notional value

- positive fair value

- negative fair value X

5) Others

- notional value

- positive fair value X

- negative fair value

(CONT'D)
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(Values in thousand euros)

Underlying assets

Central Banks Other financial Other
counterparties companies entities

Contracts falling under netting agreements

1) Debt securities and interest rates

- notional value

- positive fair value

- negative fair value

2) Equity securities and stock indices

- notional value

- positive fair value

- negative fair value

3) Currency and gold

- notional value

- positive fair value

- negative fair value

4) Commodities

- notional value

- positive fair value

- negative fair value

5) Others

- notional value

- positive fair value

- negative fair value
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A.4 Residual life of OTC hedging financial derivatives: notional values

(Values in thousand euros)

Underlying asset/Residual Life Uptolyear Morethanlyear More than Total
to 5 years 5years

A.1 Financial derivatives on debt securities and
interest rates

A.2 Financial derivatives on equity securities
and stock indices

A.3 Financial derivatives on exchange rates
and gold 688,908 688,908

A.4 Financial derivatives on commodities

A.5 Other financial derivatives
Total 12.31.2021 688,908 688,908
Total 12.31.2020 - -

Section 4 - Liquidity risk

Qualitative information
A. General aspects, management processes and measurement methods for liquidity risk

Liquidity risk is represented by the possibility that the Bank may not be able to fulfil its payment obligations due
to the inability to access funding in the financial markets, or because of restrictions on the disposal of assets.
This risk is also represented by the inability to raise new financial resources adequate, in terms of amount and
cost, to meet operating needs, which would force the Bank to slow or halt the development of activities or
sustain excessive funding costs to meet its obligations, with significant adverse impacts on the profitability of
its operations.

As required by the provisions of the prudential supervision regulation issued by the Bank of Italy, the Bank
adopted a Risk Management Policy and a Treasury and Finance Regulation, aimed at monitoring liquidity
risk, and identifying the governance and control principles and the organizational units responsible for the
operational and structural management of liquidity risk.

To ensure the implementation of the liquidity risk management and control processes, the Bank adopted a
governance model based on the following principles:

) separation of processes for the management of liquidity and processes for the control of liquidity risk;

p development of processes to manage and control liquidity risk, consistent with the hierarchical structure and
through a process for the delegation of powers;

— sharing of decisions and clear responsibilities among management, control and operational bodies;

— making liquidity risk management and monitoring processes consistent with prudential supervisory
requirements.
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Liquidity risk stress tests were performed for assessing the potential impact of stress scenarios on the Bank’s
solvency.

The documents governing the matter are the "Group Liquidity Risk Management Policy", approved by the
Board of Directors, with the aim of defining the guidelines for liquidity management and the documents to be
adopted in a state of liquidity crisis (Contingency Funding and Recovery Plan), transposing the latest regulatory
updates (see Bank of Italy Circular 285/2013). As part of the Risk Appetite Framework specific liquidity metrics
have been defined, both regulatory, Liquidity Coverage Ratio - LCR and Net Stable Funding Ratio - NSFR, and
internal, "minimum cumulative balance on total assets", calculated as the lowest weekly value in the quarter of
reference of the ratio of the minimum cumulative balance recorded in the time periods within one month to the
total assets of the last available group, in order to better represent the Group’s operational reality.

Liquidity monitoring, which is carried out in accordance with the maximum risk tolerance threshold, and
therefore also with the nature, objectives and operational complexity of the Bank, aims to ensure the ability to
meet expected or unforeseen cash payment commitments.

Liquidity risk also includes the intraday risk deriving from the temporal mismatch between outflows (settled at
daily cut-offs or when orders are received from customers) and inflows (settled at different intraday cut-offs),
which may render it impossible for the Bank to discharge its payment obligations when they are called in due to
atemporary lack of funds. To hedge intraday liquidity risk, rules are defined for the maintenance of a minimum
portfolio of eligible securities necessary to meet requirements for intraday and periodic refinancing from central
banks.

The Bank's liquidity position, which is healthy and constantly monitored, has always remained solid thanks to
the extensive availability of liquid reserves and the stability of funding, so that the liquidity indicators — Liquidity
Coverage Ratio (LCR) and Net Stable Funding Ratio (NSFR) — show values as at December 31, 2021 of 274.066%
and 202.857%, respectively, well above the regulatory limits.

Impacts of the COVID-19 pandemic
Inlight of the business model, the COVID-19 epidemic did not entail a change to the objectives and management
strategy or to the systems for measuring and controlling risks.
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Quantitative information

1. Time breakdown by contractual residual maturity of financial assets and liabilities

Currency of denomination: EUROS (Values in thousand euros)
Items/Time bands Ondemand Morethan Morethan Morethan Morethan Morethan Morethan Morethan  More than Indefinite
1dayto 7daysto 15daysto 1monthto 3 monthsto 6 months 1yearto 5 years duration
7 days 15 days 1 month 3 months 6 months to1year 5 years
A. On-balance-sheet
assets 2,001,554 83,163 158,496 246,524 394,642 491,367 1,318,437 2,852,262 1,192,441 155,885
A.1 Government
Securities 9 460 166,824 456,803 1,274,636 2,639,502 1,110,002
A.2 Other debt
securities 1 - 4,500 3
A.3 Units of UCls 32,399
A4 Loans 1,969,146 83,163 158,036 246,523 227,818 34,564 43,801 208,261 82,437 155,885
- Banks 8,347 42,616 79,250 47,848 69,975 155,885
- Customers 1,960,799 40,548 78,786 198,675 157,843 34,564 43,801 208,261 82,437
B. On-balance sheet
liabilities 7,184,898 1,221,606 2,488 59,480 124,636 67,426 30,832 78,375
B.1 Deposits and
current accounts 6,391,902 154,401 2,488 8,157 18,824 23,090 30,832 39,406
-Banks 534,018 150,155
- Customers 5,857,884 4,247 2,488 8,157 18,824 23,090 30,832 39,406
B.2 Debt securities 105,812 44337 38,969
B.3 Other liabilities 792,996 1,067,204 51,323
C. Off-balance sheet
transactions 3,941,570 4,155,791 271,518 1,241,212 12,102 49 30,000
C.1 Financial

derivatives with
exchange of
capital 214,220 271,518 1,241,212 12,102 30,000

- Long positions 112,377 188,537 503,279 6,051 15,000

- Short positions 101,844 82,980 737,932 6,051 15,000

C.2 Financial
derivatives
without exchange
of capital -

- Long positions -

- Short positions

C.3 Deposits and
loans to be
collected 3,941,570 3,941,570

- Long positions 3,941,570

- Short positions 3,941,570

(CONT'D)
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Currency of denomination: EUROS (Values in thousand euros)
Items/Time bands Ondemand Morethan Morethan Morethan Morethan Morethan Morethan Morethan  More than Indefinite
1dayto 7daysto 15daysto 1monthto 3 monthsto 6 months lyearto 5 years duration
7 days 15 days 1 month 3 months 6 months to 1year 5 years

C.4 Commitments to
disburse funds

- Long positions

- Short positions

C.5 Financial
guarantees issued 49

C.6 Financial
guarantees
received

C.7 Credit derivatives
with exchange of
capital

- Long positions

- Short positions

C.8 Credit derivatives
without exchange
of capital

- Long positions

- Short positions
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(Values in thousand euros)

Items/Time bands

On demand

More than

1ldayto
7 days

More than
7 days to
15 days

More than
15 days to
1 month

More than
1monthto
3 months

More than
3 months to
6 months

More than
6 months
to1lyear

More than  More than Indefinite
lyearto 5 years duration
5years

A. On-balance-sheet
assets

14,848

78,396

120,170

458,827

32,722

29

58

132,439

A.1 Government
Securities

29

29

58

132,439

A.2 Other debt
securities

A.3 Units of UCls

A.4 Loans

14,848

78,396

120,170

458,798

32,722

- Banks

- Customers

14,848

78,396

120,170

458,798

32,722

B. On-balance sheet
liabilities

1,080,682

43

161

501

5,571

4,618

5,363

13,367

B.1 Deposits and
current accounts

1,080,681

43

161

501

5,571

4,618

5,363

13,367

- Banks

96,577

119

546

- Customers

984,104

43

41

5,026

4,618

5,363

13,367

B.2 Debt securities

B.3 Other liabilities

C. Off-balance sheet
transactions

17,403

184,976

273,280

1,264,646

12,103

8,998

4,316

C.1 Financial
derivatives with
exchange of
capital

184,976

273,280

1,247,243

12,103

- Long positions

86,825

83,621

739,292

6,051

- Short positions

98,151

189,659

507,951

6,051

C.2 Financial
derivatives
without
exchange of
capital

- Long positions

- Short positions

C.3 Deposits and
loans to be
collected

- Long positions

- Short positions

(CONT'D)
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Currency of denomination: OTHER CURRENCIES (Values in thousand euros)
Items/Time bands Ondemand Morethan Morethan Morethan Morethan Morethan Morethan Morethan  Morethan Indefinite
1ldayto 7daysto 15daysto 1monthto 3 monthsto 6 months 1yearto 5 years duration
7 days 15 days 1 month 3 months 6 months to 1year 5 years

C.4 Irrevocable
commitments to
lend funds 17,403 17,403

- Long positions 17,403

- Short positions 17,403

C.5 Financial
guarantees
issued 8,998 4,316

C.6 Financial
guarantees
received

C.7 Credit derivatives
with exchange of
capital

- Long positions

- Short positions

C.8 Credit derivatives
without
exchange of
capital

- Long positions

- Short positions

Section 5 - Operating Risks

Qualitative information

A. General aspects, management processes and methods used to measure operational
risk

Operational risk is the risk of incurring a loss due to inadequacy or failures of procedures, human resources and
internal systems or as a result of external events. This category includes, amongst other items, losses caused by
fraud, human error, business interruption, system failure, breach of contracts and natural disasters; operational
risk includes legal risk but excludes strategic and reputational risks.

In the Bank, exposure to this category of risk is generated predominantly by failure in work processes, in
organization, governance - human errors, computer software malfunctions, inadequate organization and
control measures - as well as by any loss of human resources in key corporate management positions. Exposure
to operational risks deriving from external sources appears to be of negligible importance, partly due to the
mitigation tools adopted to address such adverse events (such as, by way of example: the business continuity
plan, data storage processes, back up tools, insurance policies, etc.).
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The process adopted by the Bank to manage and control operational risks is founded on the principle of
promoting a corporate culture for managing risk and defining the appropriate standards and incentives with
the aim of fostering the adoption of professional and responsible behavior at all operational levels, as well as
designing, implementing and managing an integrated system for operational risk management that is adequate
in relation to the nature, activities, size and risk profile.

The operational risk assessment model adopted by the Group consists of five stages: (i) identification, (ii)
measurement, (iii) monitoring, (iv) management and (v) reporting.

The stage of identifying operational risks involves collecting operational risk information through the consistent,
coordinated treatment of all relevant sources of information. The goal is to establish a complete information
base. The necessary information is internal loss data accompanied by all information relevant for management
purposes and subjective assessments acquired through risk self-assessment and control processes. This
information is collected based on specific classification models, designed to ensure a uniform representation of
the data.The Identification stage consists of the following processes:

) Identification of operational risks within company procedures (operational risk map for controls): this activity
consists in identifying operational risk through an in-depth analysis of company organizational processes and
the mapping of potential risks. The assessment approach is expressed by the process/activity owner—specified
within the procedures — through a predominantly qualitative analysis, which allows the identification of the
activities at risk, the controls, the level of risk associated with each activity at risk mapped in the operating
procedures, and thus the actions to be taken in order to make the process as closely monitored as possible;

b Loss data collection (LDC): the operational risk measurement and management system defined by the
Parent Company's Risk Management Function also allows the Group to have a database of operational losses
generated by risk events (Event Type), useful for identifying risk factors, mitigation actions and retention and
transfer strategies, as well as for the possible development over time of internal operational risk measurement
systems;

b Risk Self Assessment (RSA): the Group performs an annual overall assessment of the level of exposure to
Operational Risks using the RSA process. The Risk Self Assessment (RSA) is an annual self-assessment of
the prospective exposure to the operational risk inherent in business processes, aimed at enhancing the
perception of risk by the key figures (Business Experts) who govern the execution of these processes, taking
into account the expected evolution of the business and the organizational and control measures already in
place;

b Identification of operational risks related to IT risk: furthermore, on an annual basis, in order to determine the
exposure to ICT risk, the Bank has defined a specific model for the evaluation of IT risk that is in accordance
with national and European legislation that responds to the needs for the identification of the specific risks
inherent in the ICT sphere, internal or dependent on the outsourcers, and for the better qualification of
operational risks through the evaluation of the specific elements involved in the automatic processing of
information;

b Identification of operational risks in connection with the introduction of relevant new products, activities,
processes and systems. The Group also assesses operational risks in connection with the introduction of
relevant new products, activities, processes and systems, and mitigates the consequent operational risk
that may arise through the preventive involvement of the corporate Control Functions and the definition of
specific policies and regulations on various subjects and topics.

p Identification of operational risks associated with Major Transactions (MT): the risk resulting from an MT is
assessed by assessing the consistency of the MT's risk profile with the risk appetite defined in the RAF.
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The measurement phase consists of computing the capital requirements for operational risk using the Basic
Indicator Approach (BIA), according to which capital requirements are computed by applying a regulatory
coefficient to an indicator of the volume of business activity (Relevant Indicator). Moreover, for a better
assessment of risk exposure, the Bank has implemented a quantitative operational risk assessment process
(OpVaR) that monitors the Group's operational risk calculated to the 99.9th percentile.

The monitoring stage consists of the adoption of an articulated control system that provides for the analysis
of the causes of loss events and the monitoring of the trend of loss events, in terms of evaluating the trend of
losses deriving from the LDC and RSA processes. Within the framework of the measures adopted regarding the
exposure to operational risk, the following specific risks are also monitored by the Group:

p money laundering risk: the risk that the Bank's financial and commercial counterparties, suppliers, partners,
associates and consultants may be parties to transactions that might potentially facilitate the laundering of
money coming from illegal or criminal activities.

p compliance risk, concerning the risk of legal and administrative penalties, significant financial losses or
reputational damage due to failure to comply not only with laws and regulations but also with internal and
conduct standards applicable to corporate activities. For this type of risk, a periodic update of the relevant
assessment methodology is performed. Such methodology is developed for all activities falling within
the Bank’s regulatory framework, in accordance with a risk-based approach. More specifically, as for the
relevant provisions that do not envisage the establishment of specialized control measures (i.e., privacy
and occupational health and safety), the Compliance Function provides consulting support to the Bank’s
functions (ex ante) and assesses the adequacy of the organizational measures and control activities adopted
(ex post). As for laws and regulations monitored by specialized functions, the Compliance Function carries
out an indirect control by cooperating with the specialized functions in defining compliance risk assessment
methods in addition to mapping risks and the corresponding control measures (Compliance Risk Control
Matrix).

The stage of Managing operational risk seeks to continually assess the risk control and reduction strategies,
deciding — based on the nature and scale of the risk and in relation to the risk propensity expressed by senior
managers — whether to accept it and therefore assume it, on the part of the person in charge of the process,
to refuse it and therefore reduce activities, to implement mitigation policies or to transfer it to third parties by
way of insurance policies. In addition, in order to control the above mentioned risks, the Group adopts specific
Organization Models for the management of the risks regarding money laundering, occupational health and
safety and information and payment service security.

Finally, the reporting stage aims to ensure timely and appropriate communication in support of management
decisions of corporate bodies and organizational functions.

Impacts of the COVID-19 pandemic

Inlight of the business model, the COVID-19 epidemic did not entail a change to the objectives and management
strategy or to the systems for measuring and controlling risks.
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Part F - Information on Shareholders’ Equity

Section 1 - The bank's shareholders' equity

A. Qualitative information

The equity of the Bank includes the aggregated share capital, share premium, reserves, treasury shares,
revaluation reserves and profit for the period.

For supervisory purposes, the capital base relevant for this purpose is determined in accordance with the current
provisions of the Bank of Italy, and constitutes the regulator of reference for prudential supervision provisions.
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B. Quantitative information

B.1 Equity: breakdown

Report of the Board of
Statutory Auditors

Report of the
Independent Auditors

(Values in thousand euros)

Items in shareholders' equity Amount Amount
12.31.2021 12.31.2020
1. Share capital 142,691 131,401
2. Share premium reserve 66,493 693
3. Reserves 146,251 169,092
- earnings 137,607 161,678
a) legal 26,197 26,197
b) statutory
c) treasury shares
d) others 111,411 135,481
- others 8,644 7,414
4. Equity instruments
5. (Treasury shares) (7,132) (3,517)
6. Valuation reserves: 4,060 3,921
- Equity instruments carried at fair value through other comprehensive income
- Hedging of equity instruments measured at fair value through other
comprehensive income
- Financial assets (other than equity instruments) at fair value through other
comprehensive income 211 -
-Tangible assets
- Intangible assets
- Hedging of foreign investments
- Cash flow hedges - -
- Hedging instruments (undesignated elements)
- Foreign exchange differences 1 39
- Non-current assets held for sale and discontinued operations
- Financial liabilities measured at fair value through profit or loss (changes in
creditworthiness)
- Actuarial profits (losses) relating to defined benefit plans (190) (156)
- Share of valuation reserves for equity investments measured at equity
- Special revaluation laws 4,038 4,038
7. Profit (Loss) for the financial year 164,289 143,281
Total 516,652 444,872
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B.2 Valuation reserves of the financial assets measured at fair value through other comprehensive
income: breakdown

Total 12.31.2021 Total 12.31.2020
Assets/Values Positive Negative  Positive Negative
reserve reserve  reserve  reserve
1. Debt securities -
2. Equity securities 211 -
3. Loans - -
Total 211 - -

Financial assets measured at fair value through OCI (HTC&S) are recognized at fair value. At the end of the
reporting period, the carrying amount of securities must be compared with the previous period’s fair value
changes, and any difference is recognized in the revaluation reserves of the balance sheet. At December 31,
2021 the Bank did not own any government securities in the HTC&S portfolio.

At December 31, 2021 the Bank did not own any government securities in the HTC&S portfolio. Indeed, the
reserve refers to shares held by the Bank and measured at fair value in certain financial and non-financial
companies for a total amount of roughly €3.5 million. For more details, please refer to the specific table in part
B of the Balance Sheet Asset Item 30 “Financial assets measured at fair value through other comprehensive
income”.
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Report of the
Independent Auditors

B.3 Valuation reserves of the financial assets measured at fair value through other comprehensive

income: annual changes

(Values in thousand euros)

Debt securities

Equity securities

Loans

1. Opening balances -

2. Positive changes

2.1 Increases in fair value

211

2.2 Value adjustments for credit risk

2.3 Transfer to income statement of negative reserves following
disposal

2.4 Transfers to other equity items (equity securities)

2.5 Other changes

3. Negative changes

3.1 Decreases in fair value

3.2 Adjustments in value for credit risk

3.3 Reclassification through profit or loss of positive reserves:

on disposal

3.4 Transfers to other net equity items (equity securities)

3.5 Other changes

4. Closing balances

211

B.4 Revaluation reserves on defined benefit plans: annual changes

IAS 19 envisages the booking of actuarial gains and losses on the statement of comprehensive income for the

year of competence.

The results of the actuarial valuation reflect the impact of the provisions of Law 296/2006 and the computation,
for IAS 19 purposes, refers solely to accrued employee severance benefits not transferred to supplementary

pension funds or to the INPS Treasury Fund.

At December 31, 2021, this revaluation reserve is negative for €190 thousand.

Section 2 - Own funds and regulatory ratios

Scope of application of the regulation

Own funds are computed — starting from January 1, 2014, in accordance with Bank of Italy Circular no. 285
“Supervisory provisions for banks” and Circular no. 286 “Instructions for the preparation of supervisory
reporting by banks and securities intermediaries”, both dated December 17, 2013 — based on Regulation (EU)
no.575/2013, relating to the new harmonized regulations for banks and investment companies, included in the
EU Capital Requirements Regulation (CRR) and in the EU Capital Requirements Directive (CRD IV) of June 26,

2013.
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These regulations include the standards set forth by the Basel Committee on Banking Supervision (Basel 3
framework), whose implementation, pursuant to the Consolidated Law on Banking, is the responsibility of the
Bank of Italy, and define the ways in which the powers attributed by EU regulations to national authorities were
exercised.

2.1 Own funds

A. Qualitative information

Own funds represent the first line of defence against risks associated with the complexity of financial activities
and constitute the main reference parameter for the assessment of the Group’s capital adequacy.

The purpose of prudential supervision regulations is to ensure that all credit intermediaries have a minimum
mandatory capitalization in relation to the risks assumed.

The Group constantly assesses its capital structure by developing and employing techniques for monitoring and
managing regulated risks, also through a Control and Risk Committee created within the Board of Directors.

Own funds are the sum of Common Equity Tier 1 (CET1), Additional Tier 1 (AT1) and Tier 2 (T2) capital, net of
items to be deducted and IAS/IFRS prudential filters.

The main components of the Group’s own funds are computed in Common Equity Tier 1 (CET1), and are the
following:

b paid-in share capital;

b reserves (legal reserve, extraordinary reserve, retained earnings reserve, stock option reserve, and financial
instruments reserve);

p any undistributed portion of profit for the period;

b revaluation reserves (IASs/IFRS 9 transition reserve, reserve for actuarial gains/losses relating to defined
benefit plans, and revaluation reserve for HTC&S securities);

b any non-controlling interests eligible for inclusion in the computation of CET1.

Intangible assets, including any goodwill, as well as certain categories of tax assets should be deducted from
these items in accordance with the requirements of CRR II.

Tier 2 (T2) capital includes Tier 2 instruments issued.
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The increase in BFF's own funds compared to December 31, 2020 was mainly influenced by the acquisition
and merger of DEPObank SpA into BFF Bank through the recognition in own funds of the profit for the period
referring to the badwill generated, the net effect of the tax relief on goodwill of the Payments BU net of expenses
incurred for Liability Management activities and the share of profit for the period necessary to distribute an
amount of dividends equal to the total adjusted profit realized by the Group, in compliance with the Policy.

B. Quantitative information

(Values in thousand euros)

Total Total
12.31.2021 12.31.2020

A. Common Equity Tier 1 (CET1) pre-application of prudential filters 391,372 276,365

of which CET1 instruments subject to transitional provisions

B. Prudential CET1 filters (+/-)

C. CET1 gross of elements to be deducted and effects of transitional rules (A +/- B) 391,372 276,365
D. Elements to be deducted from CET1 -61,162 -35,439
E. Transitional rules - Impact on CET1 (+/-)

F. Total Common Equity Tier 1 (CET1) (C - D +/- E) 330,210 240,925

G.Tier 1 (Additional Tier 1 - AT1) inclusive of elements to be deducted and effects of
transitional rules

of which AT1 instruments subject to transitional provisions

H. Elements to be deducted from AT1

I. Transitional rules - Impact on AT1 (+/-)
L. Total Additional Tier 1 (AT1) (G- H +/- 1)

M. Tier 2 (T2) inclusive of elements to be deducted and effects of transitional rules

of which T2 instruments subject to transitional provisions

N. Elements to be deducted from T2

O. Transitional rules - Impact on T2 (+/-)
P. Total Tier 2 (T2) capital (M - N +/- O) 98,224 98,224
Q. Total own funds (F + L + P) 428,434 339,149
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2.2 Capital adequacy
A. Qualitative information

Compliance with Group and Bank capital adequacy limits for the CET1 Capital Ratio, Tier 1 Capital Ratio, and
Total Capital Ratio is constantly monitored by the relevant corporate bodies.

The CET1 Capital Ratio is the ratio of Common Equity Tier 1 capital to Risk-Weighted Assets.
The Tier 1 Capital Ratio is the ratio of Tier 1 Capital to Risk-Weighted Assets.
The Total Capital Ratio is the ratio of Total Own Funds to Risk-Weighted Assets.

In accordance with the provisions of Bank of Italy Circular No. 262 of December 22, 2005 “Banks’ financial
statements: layout and preparation”, the amount of risk-weighted assets was determined as the product of the
total of prudential capital requirements and 12.5 (inverse of the minimum obligatory ratio equal to 8%).

The Bank’s total exposure to risks at December 31, 2021, in relation to its business, is adequate according to the
level of capitalization and the risk profile identified.

With regard to the Bank, the CET1 and Tier 1 Capital Ratio are 11.8% and the Total Capital Ratio is 15.3%.

Pillar I - Capital adequacy to meet the typical risks associated with financial operations

From the standpoint of operations, the absorption of risks is calculated using various methods:
p “Standardized approach” for credit risk;

p “Standardized approach” for counterparty risk;

D “Basic approach” for operational risk;

p “Standardized approach” for market risk.

Credit risk

This risk is thoroughly described in Part E of this document.

Counterparty risk

Counterparty risk represents a particular type of credit risk, characterized by the fact that the exposure, owing
to the financial nature of the contract executed between the parties, is uncertain and can change over time in

relation to the evolution of the underlying market factors.

For BFF, counterparty risk can be generated by repurchase agreements and derivatives. Counterparty risk is
measured using the original exposure method.
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Operational risk

Operational risk is the risk of incurring a loss due to inadequacy or failure of procedures, human resources and
internal systems or as a result of external events. This category includes, amongst other items, losses caused by
fraud, human error, business interruption, system failure, breach of contracts and natural disasters; operational
risk includes legal risk but excludes strategic and reputational risks.

Operational risk, therefore, refers to various types of events that would not be significant unless analyzed
together and quantified for the entire risk category.

The Bank measures operational risk using the “Basic” approach: the capital requirement is deter- mined by
applying a 15% coefficient to the three-year average of the relevant indicator, calculated on the financial
statement items of the last three years, in accordance with Regulation (EU) no. 575/2013.

Continuing the developmental path of the Group’s Operational Risk Management framework that was launched
in recent years, in 2018 the Bank focused attention on strengthening the identification and forward-looking
assessment components, along with introducing an internal statistical management model for quantifying
exposure to operational risk. This was done for the purpose of verifying that the method used for regulatory
purposes did value capital adequately against assumed and assumable risk. Actions carried out in regards to the
scope of BFF, BFF Finance Iberia, and BFF Polska Group (and of its subsidiaries) focused on the methodological
evolution of the Risk Self Assessment process, in order to use the output from this process to quantify the
exposure to operational risk in economic and capital terms. The operational risk results obtained from the
forward-looking assessment process have also been used for quantifying the adequacy of internal capital
against operational risk for ICAAP purposes. Operating losses referring to 2021 were significantly lower than the
capital requirement for operational risk and the requirement calculated at operational level in the 2020 ICAAP.

Market risk

Market risk is the risk relating to positions held for trading, that is, positions intentionally held for sale in the
shortterm, acquired in order to take advantage of purchase and sale price differences, or other changes in prices
or interest rates.

The regulation identifies and regulates the treatment of the various types of market risk in reference to the
regulatory trading portfolio. The Bank measures market risk using the “Standardized” approach.

Pillar Il -The ICAAP/ILAAP Report

The supervisory regulations require intermediaries to adopt control strategies and processes for determining
the adequacy of current and future capital. It is the Supervisory Authority’s responsibility to verify the reliability
and accuracy of the results generated and, where necessary, to take appropriate corrective action.

BFF Banking Group annually submits the “ICAAP/ILAAP Report” to the Bank of Italy, thus providing an update
on the internal processes for determining adequacy of capital and of liquidity risk governance and management
systems of the Bank. In accordance with prudential supervisory provisions, the Bank has prepared the “ICAAP/
ILAAP Report” approved by the BFF Board of Directors on June 30, 2021.
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The Report has been prepared in compliance with the new requirements introduced in 2018 by Circular No.
285. In particular, the updates involve, among other, regulatory changes in regards to “Prudential supervision”
(Part 1, Title Ill, Chapter 1), which are mainly linked to the introduction of (i) an internal process for determining
the adequacy of the liquidity risk governance and management systems (“*ILAAP” - Internal Liquidity Adequacy
Assessment Process), (ii) new content in the area of internal processes for determining capital adequacy
("ICAAP” - Internal Capital Adequacy Assessment Process) and (iii) different methods for presenting the ICAAP/
ILAAP Report to the Bank of Italy. These changes provide further innovations for banks and banking groups
that are recognized as being ‘less significant’ by the European Central Bank pursuant to Regulation (EU) No.
468/2014, which include BFF Banking Group.
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Quantitative information

Thefollowingtable providesthe capital requirements, at the reporting date, relative to the scope of consolidation
of the Banking Group pursuant to the Consolidated Law on Banking. Note that at December 31, 2020 the
coefficients shown below are pro forma as the CRR Group had BFF Luxembourg S.ar.l. in the top position.

(Values in thousand euros)

Categories/values Non-weighted amounts Weighted amounts /
requirements

12.31.2021 12.31.2020 12.31.2021

12.31.2020

A.RISK ASSETS

A.1Credit and counterparty risk

1. Standardized methodology 11,008,349 5,829,460 2,212,578

1,916,301

2. Methodology based on internal ratings

2.1 Basic

2.2 Advanced

3. Securitizations

B. REGULATORY CAPITAL REQUIREMENTS

B.1 Credit and counterparty risk 177,006

153,304

B.2 Credit valuation adjustment risk 1,207

B.3 Settlement risks

B.4 Market risks

1. Standard methodology 262

2. Internal models

3. Concentration risk

B.5 Operational risk

1. Basic approach 45,309

28,407.804

2. Standardized methodology

3. Advanced method

B.6 Other calculation factors

B.7 Total prudential requirements 223,785

181,712

C. RISK ASSETS AND REGULATORY RATIOS

C.1Risk-weighted assets 2,797,306
C.2 CET 1/Risk-weighted assets (CET1 capital ratio) (%) 11.80%
C.3 Tier 1 Capital/Risk-weighted assets (Tier 1 capital

ratio) (%) 11.80%

C.4Total Own Funds/Risk-weighted assets (Total capital
ratio) (%) 15.32%
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Part G - Business combinations of companies or
business units

Section 1 - Transactions completed during the year

On May 13, 2020 BFF signed a binding agreement governing the acquisition from Equinova UK Holdco Limited®
(“Equinova”) of control of DEPObank and the subsequent merger by incorporation of the latter into BFF Bank
S.p.A. (the"Operation”).

On June 24, 2020 the boards of directors of BFF and DEPObank approved the merger plan for the merger
by incorporation of DEPObank into BFF, including (i) the exchange ratio of 4.2233377 BFF shares per each
DEPObank share, without any cash balance payments, and, (ii) as limited to BFF, the plan to amend the Articles
of Association governing the change of the name of the Bank and banking group, which from the effective date
of the merger changed respectively to "BFF Bank S.p.A.” and “BFF Banking Group”, respectively, as well as
the change in share capital, which increased through the issuance of 14,043,704 new ordinary BFF shares for
Equinova. Inaddition, followingthe authorizations fromthe authorities (Bank of Italy and European Central Bank)
obtained on December 9, 2020, BFF and DEPObank approved their respective illustrative reports on the Merger
Plan for the merger by incorporation of DEPObank into BFF, prepared in accordance with Art. 2501-quinquies of
the Italian Civil Code and Art. 70 of the Issuers Regulation, in addition to convening their respective extraordinary
shareholders' meetings to approve the merger and approving and making available to the public the Merger Plan
and additional prescribed documentation in view of the aforementioned extraordinary shareholders' meetings.

On January 28, 2021, the Shareholders' Meeting met and, in an extraordinary session, approved the proposed
merger by incorporation of DEPObank — Banca Depositaria Italiana S.p.A. into Banca Farmafactoring S.p.A.,
then completed on March 5. On March 5, 2021 the merger by incorporation of DEPObank — Banca Depositaria
Italiana S.p.A. into Banca Farmafactoring S.p.A. was completed and Banca Farmafactoring changed its name to
BFF BankS.p.A.To ensure full continuity and efficiency, in addition to the high quality of service that characterizes
the history of both companies, DEPObank's business has been merged into an independent division within BFF
called Transaction Services.

From an accounting point of view, in accordance with the provisions of IFRS 3 revised ("Business Combinations"),
following the mergertransaction described above, the Purchase Price Allocation of DEPObank (PPA) was carried
outin light of the investigations performed both in the preliminary phase conducted prior to the acquisition and
based on the further assessments performed following the acquisition of the Bank.

Specifically, the recognition of business combinations is governed by the international accounting standards
IAS/IFRS issued by the IASB and endorsed by the European Commission, and specifically by IFRS 3 Business
Combinations.

10) Aholding company whose shareholders are funds managed by Advent International Corporation, Bain Private Equity Europe LLP and Clessidra
SGR S.p.A. and which holds an approximately 91% equity interest in DEPObank. The remaining 9% is held by various Italian banks: Banco BPM
(2.5%), Credito Valtellinese (2.0%), Banca Popolare di Sondrio (2.0%), UBI Banca (1.0%) and other Italian banks (the “Minority Shareholders"”).
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In accordance with IFRS 3, each business combination requires the identification of an acquirer. The latter must
be identified in the entity that obtains control of another entity or group of businesses. The acquisition, and
therefore the first-time consolidation of the acquiree, is accounted for on the date in which the acquirer obtains
effective control of the business or the assets acquired. When the acquisition occurs through a single exchange
transaction, the exchange date generally coincides with the acquisition date. However, it is always necessary
to verify the existence of any agreements between the parties which could involve a transfer of control before
the exchange date. The consideration transferred in a business combination is measured as the sum of the fair
value, at the exchange date, of the assets sold, the liabilities incurred or assumed, and the equity instruments
issued by the acquirer in exchange for control.

Business combinations are accounted for using the “acquisition method”, which requires identifiable assets
acquired (including any intangible assets not previously recognized by the acquiree) and liabilities assumed
(including contingent liabilities) to be measured at their fair values at the acquisition date.

The accounting for a business combination can be made on a provisional basis by the end of the year in which
the combination is effected, but must be perfected within 12 months of the acquisition date.

As defined above, as a general rule IFRS 3 requires business combinations to be accounted for using the
acquisition method. To apply this method, BFF Bank worked through the following stages:

) identification of the acquirer;
p determination of the acquisition date;

) recognition and measurement at fair value of the identifiable assets acquired, the liabilities assumed and any
non-controlling interest in the acquiree;
) determination of the consideration for the business combination;

D recognition and measurement of goodwill or a gain from a favorable deal.

Since the conclusion of the PPA process carried out, it was found that against a fair value of the assets acquired of
€379.1 million, the Bank recognized a price of €£293.9 million, to which €8.3 million should be added to account
for the earn-out considered certain, the relative payment of which is expected for the years 2027-2039, when
the savings will actually be realized.

In carrying out the PPA:

b several specific items were derecognized, such as intangible assets and the relative associated deferred tax
liabilities;

P no contingent liabilities were identified;

) a category of intangibles was identified relating to customer relationships in the two DEPObank operating
segments (Securities Services and Payments);

p assets linked to receivables (Financial assets measured at amortized cost) were restated at fair value; as part
of the restatement at fair value of the receivables portfolio, the fair value of the receivables was assumed to
be that expressed in the explanatory notes to the financial statements;

b thecarryingamount of the equity investment in Unione Fiduciaria was confirmed on the basis of an estimated
fair value which led to the confirmation of the previous carrying amount;

b the other balance sheet items at the acquisition date were not adjusted, as they are represented by cash and
equivalents and working capital assets / liabilities, whose carrying amount already constitutes a measure of
fair value (as they are short-term items);
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p tax liabilities (DTL) were recognized linked to the new intangibles recognized and latent capital gains on the
receivables portfolio, considering the marginal tax rate (IRES + IRAP) of 33.07%.

The acquisition of DEPObank thus generated a negative surplus (Badwill) equal to €76.9 million recorded in the
Financial Statements under the item "200 Other operating expenses and income". This value derives from the
lower price paid for the purchase of DEPObank's equity investment than the Net Equity expressed at fair value
at the time of closing.

For more information please refer to the following table:

(Values in thousand euros)

Shareholders’ equity post account closing 421.7
Reversal Intangible Assets net of tax effects (97.0)
New Intangible Assets (Customer List) net of tax effects 18.8
HTC fair value adjustment net of tax effects 35.6
Fair Value Assets Acquired 379.1
Acquisition price including earn-out (302.2)
Badwill 76.9

The Bank also made use of the option permitted by Italian Decree-Law no. 104 of August 14, 2020, which
provides for the possibility for IAS/IFRS subjects to realign the tax values of the assets that are recorded in
the 2019 and 2020 financial statements to their higher book value, with the payment of a substitute tax at a
rate of 3%.

With regard to this latter aspect, note that the Bank proceeded with the tax realignment of the value of the
goodwill of the Payments cash generating unit, amounting to €81.0 million present in the Financial Statements
of the former DEPObank. This transaction resulted in a net tax benefit of €23.7 million.

At the same time, as set forth by regulations, part of the equity reserves were subject to a tax suspension
restriction, in an amount equal to the higher realigned value (net of the relative tax of 3%), or for €76.6 million.

Lastly, with reference to the special provisions on the realignment of the higher accounting values with respect
to tax values pursuant to art. 15, paragraph 11 of Decree-Law no. 185 of November 29, 2008 (hereinafter, the
“Realignment”) and following the outcome of the request made concerning the applicability of that regulation
to the higher value recognized on the HTC securities portfolio acquired following the merger with DEPObank, in
2022 the Bank will pay substitute tax on the higher value at December 31, 2021 by way of exemption from the
ordinary rules that establish the tax neutrality of the Merger and the resulting need to neutralize the effects of
the Misalignment between the statutory value and the tax value by recognizing deferred tax liabilities.The effect
of this transaction, recognized in the 2021 Financial Statements, led to a tax benefit of roughly €3.7 million.

Furthermore, note thattoimplement this mergerthe Group allocated approximately €35 million in transaction

and integration costs, of which approximately €24 million were already committed at December 31, 2021,
equal to 69%.
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Part H - Transactions with related parties

Related parties, as defined by IAS 24, include:
p the Parent Company;
) subsidiaries;

p directors and executives with key management responsibilities and their close family.

The following table provides the income and balance sheet amounts arising from related party transactions
performed by the Bank at December 31, 2021, broken down by type of related party pursuant to IAS 24, and the
percentage to their respective financial statement item.

(Values in thousand euros)

Parent Directors and Other Total Balance % of Cashflow % of
company Executives related related sheetitem  financial statement  cashflow
with key parties parties statement items  statement

management item item

responsibilities®

Impact of transactions on the
balance sheet

Equity investments
At12.31.2021 8,564 8,564 150,491 5.7% (8,564) -100.0%

Payables due to customers
At12.31.2021 (1,916) (1,916) (8,906,799) 0.0% 4,770,198 0.0%

Provision for risks and
charges: a) pension and similar
obligations

At12.31.2021 (1,149) (1,149) (5,901) 19.5% 389,082 -0.3%
Other liabilities
At12.31.2021 (986) (986)  (415,755) 0.2% 389,082 -0.3%

Reserves
At12.31.2021 (3,756) (3,756)  (146,251) 2.6% 389,082 -1.0%

Impact of transactions on the
income statement

Interest expenses and similar
charges

At12.31.2021 (6) (6) (33,384) 0.0% 0

Administrative expenses: a)
personnel expenses

At12.31.2021 (7,641) (7,641) (62,342) 12.3% 0

Net provisions for risks and
charges

At12.31.2021 (679) (679) 764 -88.9% 11,886 5.7%

Notes:
(1) Including members of the Board of Directors.
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At December 31, 2021 the option rights relating to the outstanding stock option plans were equal to 11,149,684
options awarded: if the price of the shares doubles (for example up to €15), the dilution would be 2.03%.

Specifically, at December 31, 2021, with regard to the 2016 stock option plan (according to which a total of
8,358,640 option rights had been assigned), the number of options assigned and not exercised amounted to
2,225,324.The vesting period has matured for 1,530,844 of these.

With regard to the 2020 stock option plan, 6,957,500 options were assigned as of December 31, 2021, none of
which is yet exercisable.

In order to optimize the Group’s funding activities, the Parent Company has entered into intercompany loan
agreements with subsidiaries, regulated at arm’s length.

More specifically, the balances of the intercompany positions at December 31, 2021 are as follows:

BFF Finance Iberia (through the Spanish branch of BFF Bank): €161.4 million.

p BFF Polska: PLN 2,927 million, of which PLN 17 million through the Polish branch of BFF Bank and €500
thousand.

b BFF Central Europe: €178.4 million.
p BFF MedFinance: PLN 283 million, of which PLN 33 million through the Polish branch of BFF Bank.
b BFF Ceska Republika: CZK 37 million.

BFF Bank and BFF Finance Iberia have entered into a licence agreement. Such agreement allows the use, under
license, of the software, organizational methods and communication lines of BFF Bank (IT rights), as well as
the assistance, maintenance and monitoring of such rights. The consideration is based on royalties, which at
December 31, 2021 amounted to about €1 million.

Moreover, as of 2021 BFF Bank has the following licence agreements in place:

p with BFF Central Europe, which allows the use, under licence, of the software, organizational methods and
communication lines of BFF (IT rights), as well as the assistance, maintenance and monitoring of such rights.
The consideration is based on royalties, which at December 31, 2021 amounted to about €241 thousand.

p with BFF Ceska Republika, which allows the use, under licence, of the software, organizational methods and
communication lines of BFF (IT rights), as well as the assistance, maintenance and monitoring of such rights.
The consideration is based on royalties, which at December 31, 2021 amounted to about €2 thousand.

There is an Intragroup Service and cost sharing agreement in place which focuses on service provision and
optimal cost sharing between all Group companies and the branches of the Parent Company, between BFF
Bank and:

its foreign branches for a total of €359 thousand;
BFF Polska S.A. for €479 thousand;

BFF Finance Iberia S.A.U. for €252 thousand;
BFF MEDFINANCE S.A. for €65 thousand;
Kancelaria Karnowski for €57 thousand;

BFF Central Europe s.r.o. for €69 thousand;

Bff Ceska Republika s.r.o. for €16 thousand.

v v v v v v W
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During 2016, BFF Finance Iberia purchased Italian healthcare receivables from the Parent for about €82 million.
At the end of the reporting period, these receivables were already collected for about €80.9 million with an
outstanding balance of about €0.9 million.

It should be noted that BFF Banks provides the following:
p risk management activities for the subsidiary BFF Finance Iberia, for €12,000 per year;
b internal audit activities for the subsidiary BFF Finance Iberia, for €6,400 per year;

P administrative support services for Fondazione Farmafactoring, for consideration of €15 thousand per year.

The Group has also entered into agreements with its shareholder companies in relation to factoring services and
the management and collection of receivables at arm'’s length.

Lastly, it should be noted that the conditions of deposit accounts relating to Group directors and other related
parties correspond to those recorded in the relevant prospectus at the time the deposit accounts were opened.
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Part | - Share-Based Payments

A. Qualitative information

2016 Stock Option Plan

On December 5, 2016, the Bank’s Ordinary Shareholders’ Meeting approved the adoption of a stock option plan
for employees and members of the corporate boards. The plan has the following features:

D purpose: the planinvolvesthe award of a maximum of 8,960,000 options in three tranches; each one provides
the beneficiary with the right to subscribe for newly issued ordinary shares of the Bank or shares that have
already been issued and are included in the company portfolio when the option is exercised.

b beneficiaries: the identification of beneficiaries and the granting of options are decided by:

a) the Board of Directors, after consulting with the Remuneration Committee, with reference to directors,
senior executives and executives directly reporting to the Chief Executive Officer;

b) the Chief Executive Officer, within the limits of his/her powers, with reference to other beneficiaries whose
remuneration falls within his/her duties;

b type of exercise: ordinary or cashless exercise. On March 28, 2019 the Ordinary Shareholders’ Meeting
approved the introduction of an alternative method for exercising options under the plan, in addition to the
ordinary option (so-called cashless). According to the new exercise option, authorized beneficiaries who
requested it can be allocated a number of shares determined based on the market value of the shares at the
exercise date, with no obligation for them to pay the exercise price.

In line with current regulations, the options granted under the 2016 Plan contribute to the determination of
the variable remuneration paid through the use of financial instruments; therefore, the plan is subject to all
the restrictions established under the remuneration and incentive policy for members of the key supervision,
management and control bodies, and personnel of the Banking Group, and in accordance with the law.

The vesting conditions of the options included in the plan are as follows:

b the options awarded in each tranche will vest starting from the twelfth month following the award, which is
subject to a series of conditions detailed in the plan, and assuming:

(@) continuation of employment relationship with the Group and/or of the office held in the Board of Directors;
and

(b) levels of capital and liquidity resources suitable to cover the activities undertaken and compliance with
other parameters, also of a regulatory nature.

Note that the plan is subject to malus and clawback conditions: options are subject to ex post correction
mechanisms (malus and/or clawback) which, when the pre-set circumstances arise, result in the loss and/ or the
restitution of the rights attributed by the plan.

At December 31, 2021 the number of stock options assigned and not exercised amounted to 2,225,324, The
vesting period has matured for 1,530,844 of these, which are thus exercisable. At December 31, 2021, 4,659,874
options were exercised in cash-less mode and 268,980 options exercised in ordinary mode, equivalent to 977,202
shares of the bank (of which 721,680 newly issued).
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2020 Stock Option Plan

On April 2, 2020, the Ordinary Shareholders' Meeting approved a new Stock Option Plan (2020 Plan”) for
employees and directors holding executive positions in the Company and/or its subsidiaries, having the following
characteristics:

D purpose: the planinvolves the award of a maximum of 8,960,000 options in three tranches; each one provides
the beneficiary with the right to subscribe for newly issued ordinary shares of the Bank or shares that have
already been issued and are included in the company portfolio when the option is exercised;

) recipients: the beneficiaries are identified by the Board of Directors and/or the CEO at their sole discretion —
within the limits envisaged by the applicable legislation and the plan —among the employees and/or Directors
with executive positions in the Company and/or its subsidiaries;

) type of exercise: ordinary or cashless exercise.

The options assigned within each tranche accrue upon completion of the vesting period, i.e. after 3 years from
the relative assignment date. Vesting is subject to the following conditions being met: (i) The continuation of
the employment relationship with the Group and/or of the office held in the Board of Directors and absence of

notice due to resignation or dismissal; and (ii) Levels of capital and liquidity resources necessary to cover the
activities undertaken and compliance with other parameters, also of a regulatory nature.

At December 31, 2021, 6,957,500 options were assigned under the 2020 Plan, none of which are exercisable.
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Part M - Lease Reporting

On January 1, 2019, the new accounting standard IFRS 16 with the new definition and accounting model for
“leases” came into effect. This standard is based on transferring the right-of-use for a leased asset, and applies
to all leases with the exception of leases with a lease term of 12 months or less or those for which the underlying
asset has a contractual value below €5,000.

Based on this accounting model, the “right of use” is recognized in the balance sheet as an asset, and future
payments relating to the same leased asset shall be entered as a liability. Any depreciation relating to the right-
of-use asset, and any relevant interest expenses, shall be recognized in the income statement.

The application of IFRS 16 changed the accounting substantially for lessees, as it eliminates a lessee’s
classification of leases as either operating leases or finance leases.

In particular, lessees are required to comply with the following main provisions:

b theidentified asset is classified as a right-of-use asset and presented in the balance sheet as if it was owned.
The relevant financial liability shall also be recognized;

) at the commencement date, a lessee shall measure the financial liability at the present value of the lease
payments agreed by the parties to use the asset over the term of the contract that is reasonably certain. The
initial measurement of the right-of-use shall be equal to the value of the financial liability, less some specific
items, e.g. those relating to the direct costs incurred in obtaining the lease;

p for subsequent measurement of the asset and over the lease term, the asset is depreciated on a systematic
basis, while the financial liability includes any interest expense, calculated based on the interest rate implicit
in the lease where expressly stated or on the cost of funding for the period, and any periodic lease payments.

Section 1 - Lessee

Qualitative information

During 2018, the Bank launched a project initiative aimed at understanding and defining the qualitative and
quantitative impact of first-time adoption of the new IFRS 16. Following on from this project, a new accounting
model has been defined for use in relation to all leases with the exception of those for which the underlying
asset is of low value (less than 5,000 euros) or that have a short lease term (12 months or less).

For the purposes of the first adoption of the accounting standard (first-time adoption or FTA), on January 29,
2019 the Board of Directors resolved that BFF and all companies belonging to BFF Banking Group shall adopt the
“Modified Retrospective Approach”. As a result, the Group does not need to apply the standard retrospectively
(therefore considering complex comparative information), and the amount relating to right-of-use assets under
“Tangible assets” is equal to the financial liability amount.
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Quantitative information

The right-of-use assets accounted for as “Tangible assets” at first- time adoption and at December 31, 2021 are
shown below.

(Values in thousand euros)

Rights of use Rights of use

12.31.2021 12.31.2020

BFF Bank 13,793 4,089
Total 13,793 4,089

For more details on the accounting impacts related to Tangible assets and Financial liabilities measured at
amortized cost, please refer to the specific section of Part B of the Explanatory Notes.
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Other information

Audit fees to the independent auditors and other companies in their network.

The following table, prepared in accordance with Article 149-duodecies of the CONSOB Issuers’ Regulation
(resolution no. 11971 of May 14, 1999, as subsequently amended and supplemented), shows the fees pertaining
to the year 2019 for audit and non-audit services provided by the audit firm and other companies in its network.
Such fees represent the costs incurred and recorded in the financial statements, net of the reimbursement of
expenses and non-deductible VAT and the CONSOB contribution.

Type of services BFF Bank S.p.A.
PwCS.p.A. PwC KPMG S.p.A. KPMG Network
Network
Italy Italy Italy Abroad Italy Abroad

Accounting audit 176 102
Certification services (*) 92
Tax consultancy services 1
Other services (¥*) 15 185 65 23 8
Total 15 185 333 102 23 9
(*) Theamountsreferto the comfort letter issued for purposes of issuing the bond loans and the certifications regarding the Non-Financial

Statement.
(**) The amounts refer to agreed audit procedures and due diligence activities and methodological support and assurance activities for the

Regulator.
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CERTIFICATION OF THE ANNUAL REPORT IN ACCORDANCE
WITH ARTICLE 81-TER OF CONSOB REGULATION N. 11971
OF 14 MAY 1999 AS AMENDED AND SUPPLEMENTED

1. The undersigned
P Massimiliano Belingheri, in his capacity as Chief Executive Officer,

p Claudio Rosi, as Financial reporting officer of BFF Bank S.p.A.,

hereby certify, having taken into account the provisions of art. 154-bis, paragraphs 3 e 4, of legislative decree
no. 58 of 24 February 1998:

— the suitability as regards the characteristics of the company, and

— the effective implementation of the administrative and accounting procedures employed to draw up the
2021 Annual report.

2. The suitability and effective application of the administrative and accounting process employed to draw
up the 2021 Annual report was verified based on internally defined method adopted by BFF Bank S.p.A.,
in accordance with the Internal Control — Integrated Framework model issued by Committee of Sponsoring
Organizations of Tradeway Commission (COSO) of the reference standards for the internal audit system
generally accepted on an international level.

3. Moreover, the undersigned hereby certify that:

3.1 the Annual report as of 31 December 2021:

a) was drafted in accordance with the applicable international accounting standards endorsed by the
European Community, pursuant to regulation (EC) no. 1606/2002 of the European Parliament and of
the Council of 19 July 2002;

b) corresponds to the results of the accounting books and records;
c) is suitable for providing a true and fair view of the financial position of the issuer.

3.2 The report on operations includes a reliable analysis of the important events and their impact on the
Annual report, together with a description of the main risks and uncertainties to which they are exposed.

The report on operations includes, moreover, a reliable analysis of the information concerning major
transactions with related parties.

Milan, 1 March 2022

Massimiliano Belingheri Claudio Rosi
Chief Executive Officer Financial Rgperting Officer
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Report of the
Independent Auditors

RFF Bank S.p.A.
REPORT UF THE BOARD OF STATUTORY AUDITORS
TO THE SHAREHOLIERS' MEETING OF BFF BANK S, A,
PHRSUANT TO ART. E53 OF ITALIAN LEGISIATIVE DECREE NO, 581998
AND ART. 2429, PARAGRATH 2 OF THI: [TALIAN C1viL CODE

To the Sharehafders’ Mecting of BFF Bank 8.p.A.

Diear Sharehnldecs,

the Board of Statulory Auslilons (“the PBoard™) is called upon (o report to the
Sharcholders' Meeting of BFF Bank S.p.A., Pareot Company of the BFF Banking
Guoup therginafter alse Y BEY” or “the Bank’ or'the Corapany™}, convened for the
approval of the Financial Stalements for the year ended December 31, 2021, on the
supervisory activities canvied oul during the year and vn the other activitics provided
for by law, incliding in its capucity as Internal Control and Awdit Committeg,
pursuant w Arl. 153 of Ltalian Legislativa Decree No. 5871948 (Consolidated Law
on Finance) and Art. 2429 et say, of the Halian Civil Code, andd persuant also 1o
Arts. 17 and 19 of [fatian Legislative Decree No. 39/2010 and Arts. 4,5, 6, 11, 16
and 7 of U Repulation Nao, 5372014,
On March 5, 202], following the necessary authorizations and the fulfilment of the
conditions precedent, the uequisition of control of DEPOBank - Banea Depositararia
ltaliana 8 p.A. (hereinafter “DEPOSank™) snd subsequent merger by incorporation
of the Iatier into the former Farmafacioring Bank 5.p.A. was cancluded. The Bank
thus acquired its current name.
The draft Financial Statements as at Pecember 31, 2021, which arc submitted {or
Shareholder spproval, arc accompanied by the Directors’ Repurt on Operations,
The stporvisory activity was caried omt by the Hoard of Statutory Audifors in
accordance wilh the provisions of Art, 2403 of the ltalian Civil Code, of the
Consolidated Law on Fivance ancl the relevam provisions issued by the Supervisory
Authorities, i1 aceordunce with the vecommendations of Haly’s marker rogulator,
Consub, and the Rules of Conduct of the Bomd of Staltory Anditers of Listed
Companies prepared by the Consiglie Mazionale dei Dontori Commercialisii e degli
Esperti Contabifi (Mational Council of Chartered Accountants and Avcounting

Bxperts),
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The task of auditing the Financial Staterments iy guitusted W the Audit Finn KIMG
Spa. {hercinafier "KPMG™), whose task of extermal audit for the {financial vears
2021-202% was conferred, on the propesal o the Board of Stalatory Auditors, by the
Oudinary Sharcholders’ Mecting of Apiil 2, 2020,

With 1his Report we aim 10 provide an account of what we have done to fulfil our
dutics andl to confirm that, during the year ender review, we coivied out our

supervisory duties in accordance with the law.

@ Appointment, self-aysesiment and activities of the Bawd of Statutory

Audfiors

The Board of Statutary Auditors in offine at the date of this Report was appoinied

by the Ordinary Sharcholders’ Meeting of Mareky 25, 2021, through the application

of the slate vuling mechanism {Arl. 22 ¢t sey. of the By-Laws), and its mandate will

expire with the Shirehollers® Mecting convened to approve the Financial Statements

at December 31,2023,

The Board of Statutory Auditors it office, as appuinted, consists of the following 3

{Ulsveeh members:

= Paola Carrara (former Chairperson of the Board of Statatury Auditors, a
Statucory Auditor indicated as the fitst candidale on dw Minotity Slate, who
was appointed Chattpursen of the Board of Statulory Auditors;

- Fabrizio Riccardo D1 Giuste, Statutory Auditar indicated as the second
candidate on the Minority Slate;

- Paole Carbane, Statutory Audiler wdicated as the thivd candidute on the
Minority Slate.

Fur the 202t financial year the Board of Statutory Audilars assessed the suimbitity

of its members and the adequaite composition of the bedy, with reference 1 the

requirematts of professionalism, competence, integrily, carmectness, independence

and the non-existence of causes of incompalibility required by law, as well as the

availability of time and resources appropriate to the complexity of the office and its

proper functioning, taking inte account the size, intricacy and nature of the activities

cacricd 0wt by the intermediary, The members of (he Beud of Statutory Auchiwrs

have observed the maximum nwmber of offices that can he fieid pursuant to Art, 144-

terdecics of the Ttakian lssucrs’ Regulation and ltalian Mindsterial Decree Mo.

3=
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16%/2020.

The self-assessment of the Heard was carrictl out on the basis of a Regulation
adopted by the Board, last updated on July 13, 2021, pursuant w and for fhe purposes
uf Art. 26, pacagsaph 5 of the Comsafidated Law on Banking (TUB - Tesio anive
bomeario) wnd Section V1 of the Provigions on Corpuiate Governanee contained in
Circular 285 of 2013, which, recalling the purposes of the self-assessment process
contemplated by the stistegic supsrvisory body, provides that “the bedy with a

coniral function alse carrier owt a self-asvessmient of its composition emd

Junctioning, ingpired by the purooses fisted uhove and o the basis of eviterio and

methods consistent with is choracieristios™,

The self-assessment, which was carried out taking into consideration the provisions
af the Rules of Statwory Auditors and the By-Laws, a5 woll ax the Best practices
disseminated from fime to time, peovided an overall positive pictute af the
composition and funcrivning of the Board of Statutory Auditors.

The Board of Statutory Auditors ok part, buth individually and through the Bank,
iy training sessiows organized by the irade asseciations andler professional
associations of reference, concerning issues retaled to the role and responsibilities of
the Board of Stathulory Auditors, as well as issues refated lo corporate governance,
internal contrul systems and risk tmanagement, the bank’s balance sheet,
interivational accounting standards, the bank’s busingss areas, auti-maney laundering
measures, regulation of the banking and financial scelor, a5 well as legislation on
romuneration and transastions with related parties.

In order to regulale the composition, the operating methods and the competences of
the supervisory body, in accordance with the prineiples set out by the applicable laws
und regulations, as well ss by the Carporate Governance Code to which the Company
adheved, the Board of Statutory Audiloss adopted its own Regulations, updated fram
{im to time in relalion le the cvolution of legislation.

Hlence in sompliance with its own Kugulation and for issues within its own field of
compelenee, the Board of Statutory Auxditors monitored complianee with law and
will the provisions ol the By-Laws with respect to principles ol proper management,
the adequacy of the orgenizational structure, the internal comrol sysiem, the
managenent-accounting system and the reliability of the latter in giving a correct
representation of the Company's operations.

During the year under revicw, the Board of $1atutory Auditors - thal 15 the Internal
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Centrol and Audit Conmnittee provided for under [tafian T.egislative Decree No. 39
af January 27, 2000 - carried out the verifivations enmrvsted to 1t pursuant to A, 19
of the alvrementioned Decree and 1o At 16 of BU Regulation No. 537/2014.

159
The Board of Statwlory Auditors reminds Sharcholders shat the 2021 financial year
wns, as is knowin, also characlerized by the protraction in various phases of the health
emcrgeney deriving from the COVID- 19 pandemic. The govetnment guidelines and
measuses issucd throughout the year, resulting in the declaration of a state of
Lmergency, saw the imposition of measures which aimed to kimit the spread of the
randlemic in {laly, While complying with the special segululions, the Bank’s
activities comtinued in o maoner that favouwred the perlormance of the various
aclivittes “remotely” or in peison aceording (o an aliemation of prawps.
The activities of the Board of Statutery Auditors wes afso perfrimned i this way,
thecugh the acquisition of data and information in electronic format, hotding
mectings by video or aundio conforence.
The Board of Statutory Audilurs considers that the adoption of hese methods has
not dimninished ot affected the degrev of reliability of the ivformation received ang
the effectivencss of its activities.
IJuring the year under eoview, (he Board of Stolwtory Auditors canded out the
activities within its remil, holding 45 meotings, on the busis of an Annual Audie Plan
shared with the second and third level Coutrol Functions. The meetings were held
wia vitleo conferenee.
The Boart of Slatitory Auditors, with s limited mumber of excused absences of sone
of il members, also participated in all 23 mectings of the Baurd of Directors and sll
17 meetings of the Coniral end Risks Comimitter, as wefl as in the Sharchalders'
Meetings of Janway 28, 2021 (in which the Board of Stattory Auditws as
previously composed paiticipated), of March 25, 2021 (in which the Chairperson of
the Board of Statutory Audilors pazticipated) and of Qctober 7, 2021 (which was
attended by the Chaicperson of the Board of Stakstory Audilors and a Statutory
Anditor).

the Board of Statutory Auditors, either in s entirety ar in the person of its
Chaitperson, also participated in all imeetings of the Coramitiee for the Evaluation

of Transactions wilh Related Partics and Associated Eatitics, the Remuneratian

Financial Statements 2021

329




330

Report on Operations

h 4

Financial statements for the year Certification by the  Report of the Board of
ending December 31, 2021 Financial Reporting Statutory Auditors

Officer

Report of the
Independent Auditors

Committee and the Nominalions Cemmitier,
lzs carrying out the supervisnry anid control aclivities, the Board held mumerous
meelings with Top Management, with intemal control divisions (Compliance, Antj-
Money Liaundering, Risk Management, Interniad Audit) with the Audit Firm, with the
Supervisory Body appointed pursuant to [talisn Legistative Deerce Na, 2317200t
andl with the Managers of various Divisions and Qrganizational Units of the Bank.
Participation in meetings of the Board of Directors, beld with Conteol Functions uxd
with inanagers of the various departments and organizationial units, us well as the
examination of information floves set vut by individual operating functions, allewed
the Hoard to gain the necessary, useful information i1 various seckors regarding the
general operating performancy wnd its loresecable developrends, e organization,
the Internal Conirol System und the Risk Management System, ns wefl as the
admimstrative and accounting systein, with the puepose af evaluating the suitability
of said information with respeet o the Company’s needs and s operational
eliability.

In pasticular, the meetings held with the lntemal Control Functions have made it

possible to obtain information en {he internal Conlrol and Risk Management Systein

at the Banking Group tevel.

Contacts with the Manager of the Planning, Adviinistration and Control Department

have enabled weecipt of appropriate feedback on compliance with the Policies and

conirol procedures relating to the adininisirative and secounting system, which has
proven to be adequate overalt.

With reference to the conditions with which institutional tasks have been carvied aut,

the Board of Statntory Auditors states and acknowledges that:

It has acquired the necessayy elements to cary oat audits, within its fickd of
competence, on the level of adequacy of the Company's organizational
structure, including links with subsidiaries and foreipn bravches, thugh o
seties of direct surveys, gathering of inferination from managers of the
relovant functions and ¢xebange of data and infarmation with the Awdit Firm,

- Lt has monitored compliance with the requirernents set out by the Bauk of
ltaly.

It has monitosed e application of anli-moncy laundering standards,
It has supervised the completeress, adequacy, functionadity and refinbility of

th: intermal Control System and the Risk Appetite Framgwark (RAFY, us well
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as Ihe [unctioning of the administrative-accounting system i ordur to ussess
ils ndequaey wilh respect to management needs, and the celiability of these
conteols By the representalion of opesations, throwgh direcl surveys on
Company dacurments, obtaining infornsation from managers of the respeetive
Functions, and analysis of the results of fhe work carricd out by the Audit
Firm.
- It bas supervised the coneet pecfermance of the strategic snd matiagerial
conlrol acdivities carried oul by the Bank in its capacity as Parest Company.
The tasks of the Board of Statutory Augditars alsasaw the involveinent of the Interual
Audit and the Supervisory Body of the Bank pursuant jo kaltan Legistative Devrue
No, 2312001, cach within the scope of its respective field of competence, noting
that the fenction of the Supervisory Body pursnant to Ttalian Legislative Decrec No.
23172001 has not been wansferred fo the Board of Statutory Auditors, hut is

conducted, rather, by a scparate collective body.

B Sigmiticam operations and events during the fngyeial yeagr

LIS AL il SETIEEe

The Financiat Siatements of BFF Bank S.p. A for he year nded Deeember 31, 2021
shaw aprafitof € 164,789,349, an exhaustive breakdown of which is given by the
Baurd of Direclors in the Directors” Beport un Operations.

The Board of Statutory Andilors wauld like o draw (he attention of Sharcholders to

the most significant transaclions, which are also deseribed in the Directors’ Repuort

on Operations, including the tollowing:

i) on January 28, 202§, the Shareholders' Meeting, in extracsdinaey scssion,
epproved the merger by incorporation of DEPOBank - Banca [epositaria
Haliana S.p.A. (“*DEPOBank") inta Banca Fanafactoring S.p.A.. As part of
this transaction, finatized on March 1, 2021 {the dite from which the rokited
sceomnting effects commence), with ¢ffeet from March 5, 2021 Banca
Farmafactoring 8.p.A, changed its name tw BFF Bank S.p.A..

i) On March 25, 2021, the Sharcholders™ Meeling ¢lected the new Roard of
Directors, which wili vetnain in oMive until the approval of the 2023 Financial

Staternenty.

§]
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ity OnMarch3l, 2021, the Baok distribuied dividends for a ntal of €3.2 mitlion,

i}

vi)

vii)

)

i)

in dine with the recommendations of the Buropean Centcal Bank wid tie Bank
aof Naly regarding the distribution of dividends in the eoergency pariod.
Beiween March 8, 2021 and June 24, 2021, the Bank of ltaly camricd out an
inspection of the Bank, pursuant to Auvis. 34 and 68 of ltalian Lepistative
Decree 38523 (Consulidated Law on Bunking). The resulls of these
investigations were submittad to the Board of Direstors of the Bunk on
Novernher 4, 2021, On Decamber 28, 202, the Bank submitied ifs
wnsidcrations' on the findings formulated, together with a Remediation Plan,
to the Ranking Supervision 2 [SB2) and Supurvisory luspectorate (V(S)
Services.

Benween April 7, 2021 and Diecernber 21, 2021, the rasolution of the
Shareholders' Mesting of April 2, 2020 concerning a share capital increase,
i one or more tanehes, pursuarl 1o Art. 2349 of the {1alian Civil Code, fora
total amount not exceeding € 5,254,563.16, was panially implemented
Ihrough the issue wf 618,344, new shares, as part of the provisions ol (he
Rank's remuncration und incentive system;

Cn April 21, 2021, Moody’s raised its rating on long-tenn bank deposils and
the Bascline Credit Assessmund, changing its long-teemy rating cutbook to
stable. These atings were also confinned in December 2021, As a result of
the incrensed sive following the DEPOBank merger and the resulting lower
proportion of scnior deht at the consalidated level to total banking assets,
Moady's has chunged the long-tenm issuer rating from Ba2 to Bal, with a
stable outlngk.

Between Seplember 28, 2021 and Qctober 21, 2021, the Bank purchased
750,000 weaswy shares under the authocization approved by the
Shareholders” Meeting of barch 25, 2021,

On October 7, 2021, the $harcholders” Mouting voted to diswibute the
rernaining 2019-2020 totat dividend payoul of € £65.53 wilfion.

lt Drecember 2021, the Bank finalized the fair valup measurement of
DEPOBank’s assets ond the definitive Purchase Price Allocation in
accordance with IFRS 3. This prosess led to the reeognition of a negative
sarphus (Badwill) of € 76.9 millivn, recogrized in the Financial Statements

wder Other operating ineomeexpenses, This value derives fraim the lower
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xti)

price paid for the purchase of the equily investracnt in DEPOBunk compared

to net equily cxpressed at Tair vatue on the closiog date of 1he transaction.

The Daok made use of the aption allowed under haltan Decree-Law No,

1042020, which provides for the possibility for IASFRS subjeets o realigo

the tax vahws ccorded in the 2019 and 2020 financia) statements to their

higher book valie, theough the payment of a substitule 1ox of 3%. In particular,
the Bank effecice the tax redlignment of the value of Goodwill reluting to the

Payments cash generaling unit recognized in e financial statements of the

merged DIZPOBank and amounting to € 81 million, ebtaining » net tax henefit

of € 23.7 million.

During the year under review, the Dank’s share capital was increased from €

[31,400,904,34 10 € 142,691,300.98, initially a3 a vesult of the effectiveness

of the merger by incorpotation of DEPORBank tnto Banca Farmalactoring

Sp.A. and, subsequemly, as a result of the putial excewtion of the

Shareholders' resoluntion of Apcil 2, 2020, referred to in point v),

During 2021, the Bank camied omt the following hahility management

operations;

A OnJune 18, 2021, 1 Jaunched & cash teader lergeted al hobders of its
oulslunding senior pouds for the repurchase of the same against a cash
consideration, with a vigw o optimizing s cepital strecture. The
transaction was campleied o June 25, 2021, enabling the repurchase
and simultaneons cuncellation of € 154,701,000 of unsecures senior
prefened buonds maturing in June 2022 and € 261,031,000 af unseeured
senior preforred bonds matueing in May 2023 Following this
ransaciion, the 1wo issues iy question remain otLslanding for 2 norina
armount of € 42,799,060 and € 38,949,000 resprctively.

b On Junc 21, 2021, the Bank repaid a senior prefirmed bond with a
neininal value of € 150,000,000 ar matysity.

C. During the first half of 2021, following the acquisition and merger of
DEPQHank, the Bank repaid all the passive Ipans sepresenting the
fisnding requested trom thivd-party hauks insupport of the cove business
by the Hank itself and ite subsidiaties. In pacticular, the foan agrezments

in Pelish ztoty were also repaid,
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«ih] As pact of the secusitization transactions, the Dank sepaid the flexilile senior
notes issued by the seowitization vehicle BFF 8.PY, Sl [or a nominat
amaount of € 50 miltion. The related securitization ransaction was therefirg
clased.

[ should alss he noted that e Bank contnued 0 2021 to eontribule to the Dupusil

Cuarantee Fund (lnterbank Deposit Protection Fund, introdueed by EU Directive

201449 - Deposit Guarantee Schumes - DGS) i the amount of € 1,451 thousand on

a ntandatory basis, as well ag to the Single Respdution Fund established by Eurppean

Regukation Mo, 8062014 (in foree since January |, 2016} in the amounl of € 8,688

lhousand. Furthenoere, in June 2021, the Bank of Tiely, wking into account the

apeoming financial needs of tae National Resolution Pund, asked the banking system
tar an additional euntribution of an extravrdinazy natue relating to 2019 the share
attribulabls to 1he former Farmafactoring Bank wag € 965 thousand, while the former

DEPONAnk paic G 1865 thousand

On Tuly £6, 2027, The Bunk of Haly, in iis eapacity as Resolution Authorily, edipled

e 2020 Resolution Plan {or the BFF Baoking Group, identifying resvlution as 4

CORIS ManageInent siratcgy,

The Directors this reporred to Sharcholders on the Cireup’s capital adecuacy, as welt

as Lhe underlying reasons for the chunges with respect 1y 2029

The Bank's Sharchalders' Equity al December 31, 2021 amounted 1o € 316.7

million, compared o € 444.9 million in the previous yeir,

Cwn funds at the same dute and ab the Tevet of sepucae financial siatements,

amounted o € 4284 aniilion {compared o € 339,71 mitlion at Deccmnber 31, 20203,

with an overalt exposure 10 risks, i eelation to the activity carried oul, that is

adeqeiate for the capital basg and the risk profile identified.

The CET | Capital Ratio stoad at 11.8%, compared 1o 10.6% in 2020; the Tier ]

Capital Raliv stoodat | 1.8%, campared to 10.6% in 2020 and the Total Capite| Ratio

wits 15.3%, compared to 14.5% in 2020,

AL congolidated Jevel, treasury funds amounted o € 481.1 million (compared to €

349.4 milljon at Decernber 31, 2020); the CET 1 Capital Ratio slood at 17.6%,

compared to 15.5% in 2020; the Tier 1 Capital Ratio stood a1 17.6%, compared to

13.5%, in 2020 and the Total Capital Ratio was 22,2%, compared 1o 21.6% in 2020,

Finally, the Board af Staivtory Audilors potes that, for the year 2021, the estimate of

Financial Statements 2021



» BFF

the perecntage of collection of default interest o be included in the wnonized cost
[ty been nusintained wt 45%, while the average collcetion tioes, estimninted af 1,500
days, also yewwain nichanged.

The updale of the time series, caried anl also observing collections for 2021,
confirned the overail appropriaieness of the percenluge cnlsiznding and the
estimated coilection times at the overall porifelta level,

Ou the basis of the infornation acquited, wnd i the basis of the cheeks canducted,
the Hoard of Statutory Audilors has no observations or rewarks o taake regarding
compliance with the fnw and the By-Laws anlthe principles of preper administration
of the ransactions cuctizd out by the Company wilb relerance to the 2021 finangial
year a4 summarized above, These transactions are not manitesily impradent or risky,
in potential eonmDict of interest, i contrast with the resolutions passed by the
Shuteholders' Meeting or such as W compromise 1l inreprity of the Company’s

FEH0LG.

) Atepicgt or tansiet anzoction

The Dirvetors' Reporl on Operations, as well as the information acquired dusing
participation at imectings of the Board of Directors and infarmation reecived from
the Chaivperson and ihe Chief Exveutive Ofticer, as well as from management and
the Control Funcliens and the independent auditor, ¢d ot reveal the sxisience uf
alypical andor wousual Leosaclions, including intra-group and related parly

NS actinns.

e Faipaoup sransactions or refated paeiy. i

The Roard of Staatory Audilers monitared complianca of ihe pelicies, regulations
and procedures in use 2t the Bank, as well as ohservanee thereol In this vegard,
reference should alsa made 1o paragraph m) of 1his Report.

The main raference docuntents consist of the “BFF Banking Group Regutations for
the Management of Transactions with Persous in Conflict of [owerest” and the
“Tuternat Counter-Fund Policics Adopted by BFF Bueoking Croup for the

Management of Conflicts af Interest”, most recertly spdated by the Buard of
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Direerors on fowe 3, 2021, with the favanabie opirion of the Baard of Standory
Auditors, and in relation w which the laier bas supurvised complizoce with the
repulatory legislation of reference.

Durisg the year under review, the Beard of Statutory Auditars did nel deest the
cuistence of alypical or unesual transactives cacied out with related pogtics,
intragroup, or wilh different entitics, nor did it huve indications to that efteet from
the Board of Directers or the Independent Anditor.

Informagtion regarding 1elated-party tranzactions are ontlined it detail in the special

section of the Financial Statements.

el Supervisory and coutrol cotivities condueted by ihe Board_of Stangory:

{waprol and Audit Commitice

Twesnant to At 19, parageaph 1, of Halian Logislative Decree No. 392010, as
amended by lulian Legislative Decree [35:2016, a5 well as EU Regutation Nu. 337,
the Bowrd uf Siacsory Auditors, in ity rsle as Iaternal Control and Avdit
Connnittee, has conducted autonomons assessments oo organizational situetires
targsted at fully implesnenting the regulelory provistons which aim, in parliculac, to
shengthen the guatity of aediting and the independence of the Awlis Firan, in order
10 improve warket and invesior confidlence in tinangial reporting.

Uring the year, the Interal Control and Audit Committee maisained continuous
infersetivee with the auditors, plaging particodar emphasis on maintsining the
requirement of independence, inctuding through eonstant monitoring of audstor
activitics, with reference b both Audil Sexvices and Mon-Audit Services, subject in
advance 10 assessirient and expression of an opinion by the Intensd Centrol and
Audil Commistee, in order to exclwde, umong these, the presence of sorviess
consirleaee probibited by A § of the aforementioned Regulation,

In order to ensure better repulation of the context, the Bank, together with the Boaed
of Statwtary Auditors, issucd its own "Graup Regulatians for the Approvat ol'the So-
Colled 'Nen Audil Services® to he Canferied on the Cotnpany in Chacge of lhe
Exteraal Aadic”, The docutnent was issued in 2017 andi last updated on July 28, 2023,
and defines the penera) principles aud operating procedires in celation to the

assignment of Non-Audil Services, conferred an Lhe CGroup lndependent Auditor and

it
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its Melwork, in addition to the Secondary Auditor,

As regards i particular the adequacy af the provision of services ether than audiling
tw the entily betng audited, i accordance with Avt. $ nf the £U Regutalion, during
2021 the Board of Statsiery Awditors vonsantly veritied and mouitored the
indepeudence of the Auditer, issuing appropriate wkl specitic opiniens 1egarding

MNan-Audit Scrvices.

The Shareholders' Meeting thal approved the Financiat Statoments as at December

31, 2019 agpointed KEMG S.p.A. a5 Audit Fivm for the period 202.1-2029.

Convgrsely, wilh regard 0 accounting awliting aclivity, during the numcrous

meetings held with KPMG, the Roard of Siatutory Auditws:

fit  acquited information on the audiis conducted, as welt as an the proper
buokkeeping of the Compuny’s accauols and praper reporting of mabigement
nperations i 1he nccaualing recgrds;

fii)  reechved From the Audit Finn, pussuant fo Aet 1} ot EU Regulation MNo.
53720014, the Addinonal Report for the Inleria)l Control and Awudit
Committee, from whach itamerged hat 1) there are o signitiean deficiencies
in the Duernal Control Syatern in elation to the financial reporting process
such us 1o be considered sufficiently nperiant to be brought ta the alention
of the dsterunl Contral and Audit Comatitles; (i) ne vases of Fraud ot
suspicion of fraud were identified; (i) no issues considered significant
concerning vases of non-complisnce undd laws, regulations ar statusery
pravisions were identificd; 1v) no significam difficulties were encountered
with rejgard ta making availalste the infermalion nevessary for e audit; v) ne
significanl eirors were Identified; vi) there were no significant issucs
invelving the Company’s refated paties vt needed o be conmunicited to
thuse 1esponsible for governance aetivities;

fig) veceived from the Audiz Fin, pursuant 10 Arl. 6, parageaph 2, leter a) of EU
Regulation 5372004, and pursuam @ paragraph 17 of 18A Ualia 260,
sobfirmsation of ity independence, referiing to the table shown in the Finaueial
Statements of BFF Bank S.p.A, for disclesuee of the total fees charged to the
Bank.

The Saard of Stantory Audilors alsu examined the veports diawn up by the andi
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fiem KPMG S.p.Av. and issued on March 10, 2022, 'The astivily of the independent
avdilor integrates the generaf framework ol the Cantrol Functions established by the
regntalions with reference e the financial reporting progess.
The text of the Audit Report also includes the Key Audic Maiters, .¢, those aspects
wmnsicered mast significant in the context of the audit ol the Separate Financiat
Statements and the Consolidated Financial Statements,
With respees to opinions and ceriticalions, the Audit Finn praceeded as follows in
its Andlit Report on the Financial Stitements:
it issued an apinion showing That the Separate Financial Statermenls and the
Consolitated Financial Statements of BEF Bank S.p AL provide a true and fair
representation of fhe financial poxitivn ol the Bank and the Group as at
December 35, 2021, of the cestits of upevations and cash flows for the year
ended that date i accordance with the International Finaneial Repurting
Sandards adopted by the Lugopean Union, as well as the measures issued in
implementation of Acl. 9 of Ialisn Legislative Deceee Mo, 38:2005 and Arl,
43 of ltitian Legislalive Decree No. 1362013,
It issued an opimuon on consisieney, showing that the Dirsgtors' Reports on
Operations  accompanying the Separate Fiumcia! Statements and  the
Consolidated Finaveial Statemcnts as ar Decewber 31, 2021, and some
specific nformation contained 1 the *Repare on Corparate Gavernance and
e Quenarship Strycture” indicated in Art, 123-bis, paagraph 4, of the
Consolidated Liwe an Finange - responsibility for which lies wilh the
Direetars of the Bunk - wers drawn up in scoardance with the kaw.
1L issuad an asscysment on comnpliancs with the provisions of EU Delegaled
Regulation 2019815 ul the Separate Finoncial Stalermuents and Consoiidated
Fienneial Statements in XHTML format and the marking of he Consolidatad
Financial Simtements, m all its signilican! aspects,
With refereuce to wny major errory in tie Piteclors’ Repuit on Operations,
based on the knowledge and uilerstanding of the Company and respective
information acquired during the course of the auwdit, it declared 1hat it had
vothing worllyy of vote to repart,
It devlured in the Audit Report phthe Consolidated Financint Statements tht

il had verified the approval by lhe Diccetors of the Bank of the Consolidaied
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Mon-Finnoeiad Stateawent fur the flaaneial year 2021, drawn up and publisbed

inaiccordunce with Hahon Legislative Decree No. 254 2016,
Maorgover, in emupliasnce with Art. 3, pacagraph 10 of italian Lepgislative Decree No.
254:2016 and At § of the Consab Regulation Resolution 20267.2018, the Audiy
Firm issued the “Report of the Independent Auditors an the Consalidated Mon-
Firmuneial Statcment™, In this Repost, the Audil Finn stated that, on the basis of the
work carriell oul, ta evidenee has eome o ity attentior to supgest b e
Cousolidaled Non-Financial Statement relating 10 4k year ended Becember 3¢, 2021
has not been drawn up, inall significant aspects, in accerdanee with 1he sequircments
al duts, 3 ztd 4 of [talian Legislative Decroe No, 2542014 and the GRI Reporting
lniliative Sustaitability Repoesting Standards defned by the GRI - Global Reporting

Initintive.

As regardds the identification af the Koy Audid Miabizes, the Board of Slatutory
Audilrs was able to ascortuin lime ey velite o i) recoguition of detaull interest
on non-impaived cecoivables asquires! dotinitively; i} recognition ef the business
connbination of DEPMOBank S.p.A. and assessment of the Purchase Price Allocatian
it) the recoverability ol the yalue of equity investments in subsidiarics recogaized
in the Finanetal Statcmends; iv) the valuation of intangihie assets with & delinite snd
indefinite uscful lite.

I this regard, the Boasd ot Statstory Auclitors has taken note of the audit prosedures
cullingd by Ihe sudi fieir in yesponse (o the Key Aspevts, by agreeing on the

measures ko be taleen 1o mitigate any risks associated therewilh.

8 Supervision of ihe independence of Uie indepandent guditor

As anticipated, the Board of Statulory Auwdiloys ¢xaminad the Report on the
independenee of the independens suditor, ssuad pursuand Lo Ar. 6, paragraph 2,
letter u} of BN Repulation 537:2074 and pucsuant 0 paragraph 17 o tSA Jalia 260,
issued by the laner on March 10, 2022, which shows that no silwaliony have
compummiscd its independence wnd that there are ne cavses of incompatibilily,
pursuant o Ans. [0and 17 of kalian Legislaive Deeree No. 392018 and Ars. 4 and
S of B Regulation 537:2014.
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he tollawing prospectus, dorwa up pursunt o At L49-duodecics of the Consab
Issuers' Regulation {Resalution No, 1197) of My 14, 1999 as nmendec), highfights
the fees Tor the finenciaf vear2021 for auditing andd olher services, rendered by the
audlit firm und by companies belonging ta its ovlwork.

Vs expressed wi thowsmds w' Enee)

TFF ank f..A. T T Growp tompanies
TTwe ! b ) RS T T KNG T keseT [T ERMG T
Type ol services S | Nehwark sp. Negwork s Metwork
vay | T by | s [ 7T Ovaide |77 bunidz| 7T Guntde
Fraly [taly dluty Linly Iinly laly
Audi: R I T T T T s T
[Cadificaion series ) | | 2T T -
Taw consilvangy seviees | | ] I Y e
Giliar scevices (* 5] NES FX I TN A R
Tedl TR T RTH nl’ L] T o8

') The conapats vefer to camfart fehers ivoued for the purposes of bond itswes ot certifivenons
segareling the New-Firencial Sietemont,
0 ity cefer to ageced-vpan milit pracedures, e diligeace v netkodnalogical support
et vilies,
As aeported, it should abso be noted that the Bank KPMG S.p.A. the task of
perfoaming 4 limited sudit of the Consalidated Non-Financial Statement, pursuant to
Italian Legislative Deeree Na, 254/2006 for the year under review, The Intermat
Conlral and Audit Conunislee hus verified he compatibility of this assignment,
which is configured as an audit service, swith provisions in force, as well as with the
provisions of the Decres itself.
As mentioned, with regard to the assiphment of Non Audil Servives, the Boerd of
Statutory Audilors hag constansly camied out s gwn independent nsscssmients on the
potential risks of independence ol the independeut auditor and the safeguards applivt
piesuant to Art. 22(3) of Dircetive 2006:43°EC, ascertaining, wainly:
that Non Assdit Services are not pan of prohibived services, as deflineed in Art.
S, paragraph 1 of the EU Repulation, umdess otherwise provided for by
Member States;
- the reasons for the wppaintment of KPMG or entities of i1s network by the
management of the Public Interest Ratity {the Bank);
- that the fees requested appeared 1o be determined in such a way ay to gunramiee
the guality aud weliability of the wark, and were such as nol ta give iise

possible risks to the indepentdence of the andinor.
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With rugrrd 1 he contenls of the above 1able, it shoukd be neted thal, i addition ta
the vxternal awdit of the Sepaisie Financial Statcwcnis and the Consalidated
Finsncial Slatemenls, the limitedaudit of the Separate Financial Staements propived
for lhe dutermination of the six-month profil 1o be ingluded in the colputalion of the
Conmuon Equity Tier | capital and the Condensed Half-Yeady Consolidatesd
Financial Siaements, the lmited review of the Separate and Consolidated financeal
Statemenls prepared far the derermination of'ihe result for the period for the purpose
ol enfeulating Comrngn Eyuity Tier 1 capital an March 31, 2021 and Septeinber 30,
2021, verifying the regular keeping of sccounts and fhe correet recognition af
management aperalions in aceounting records, for the estive Group, including
loreign cumpanics, most ot the Mon Audil services assigned 1o the Audit Finm and
I companics belunging 10 its pewwork efer to due diligence services,
melhogelogieal suppon and cetificales for Jhe purpose of ssuing an ATI

nslrwiment,

With regad to the above, in relution 1o the tasks assigned to KPMG and its netwarle
by BFE Bank S.p.A. aoel the companies the Group, the Board of Statutoey Auditors
does nal belicve thal there ave any ceiticahides regarding the independence of the

Auditor.

E o supervision of the aednimsirati, gecomnting el finopcid reporting
v

Art. 19 of Helian Legislative Decree No. 39 2010 prowides that the inernal Coutral
and Awdit Commitiee is respanséble for monitoring the financial reporting process
and making recommendations v proposals to cnsute ity intcgrity, as well as far
inonetoting the clfoutiveness of Imemal Contral and Risk Managomenl Systemy with
regard to Gnancial reporting.

A% already mentioned i previeus reports, the Board of Statutary Auditors las taken
note that the Bowrd of Dircctors of BFF Bank S.p.A., in compliance with the
provistuns of Iralian Law No. 262 of December 28, 2005 and Art. 154 bis of 1he
Consofidated Law on Finance, bad aleeady veviewed s governaneg slructure by
rmeans of resplutions of Aprit 28 and July 28, 2016, including wich specific reference

to the Buernal Contrel and Risk Managemem Systens with regad 1o finaneial
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ceporting. I particular, at these meatings, the Finuneial Reporting Ofticer way

appointed aud the project for structuring the Financial Reporting Officer’s conirol

madel was approved, consisting mainly of the Regulation of the Funetion of

Fiancial [teporting Officer’s aml the Methodological Note of the Financial

Reporting Officer.

O Tune 30, 2021, following the departure of he. Zansi, the Boacd of Direclors

appointed, effeqtive Aupust 7, 2021, Mr, Clindio Rosi as the Bapk's new Financias

Reponting Officer, subject to the Gvourable upinien of the Board of Statuery

Auditors,

As far the tasks assiggned to the Board of Statutory Auditers, including v its vole of

lutznal Condrel and Audit Commitree, dluring the year it munitored the work of the

Function of the Finasciai Reporting Officer with whom it field regular mcatings,

while cxamining the reference mode] slewetured according to best market practices

(COSO Report), and was able 1 pravide reasonable certainty on the reliability of e

financiad roporting pracess, a5 well as on the cffectiveness and efficiency of the

aperations, in complisnce with laws and internal roles,

I panicular, the Board of Staaty Anditors showed how thy Hank chiose the so-

callud mixed control model as a suitable one For guaraniceing the monitaring of the

Inleinal Contrel System an peciodic finaneial reports hased on the characturisiics of

the Graup, with a diversified application of these to the Subsidiacies which, far e

purposes of carrying out the planned activitics, require:

- Direct sudits for the Parent Company BEF, with the pretiminary identification
ol scoping, the identification of procetures considered significant and she
consequent identilicalion of risks of “misrepresentation due Lo errors and or
oinigsions telating to the balance af an account or elass of transactions,
vesulting from tnisealoulations, misclassificatons and/or manipulation of
infomation, sucl as o generate, ndividually or in conjunclion with others,
material ereovs in the Financial Statensents andfor fnanciat reporting''s the
aceonnting risks.

- A centralized control pwihodl for the Subsidiary BFIY Finaoce fhevia S.AU.,
which requirgs the application of the moded on the pat of the managerial
strnctwe of 1he Financial Reporting Gfficer of the Pareut Company Usal
condugts the cheeks set down by the control medel on botit the Parent
Company and BFF Finance (beria S.A,
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A decentralized control method for 1he Subsidinry BFF Polska S.A, thal
reguires e seloction of a focal resoures wha can teport hierarclically 10 the
Chief Finavcial Officer of the subsidiary and fwnctiondly o the masagoial
strirgtuge of the Finsncial Repoting Otficer af the Parenl Company to which
conted over adiministritive and accanmting procedures are delogated, in order
1 jroduce infarmation flows thal caa ensire acdequate menitoring of risks on

financisi repoiting.

With regard te 1he activitics conducted by The Function of the Financial Reporting
Officer, in arcler to centily the adequacy znd actual implementation of admivistrative
and accounting procedures in its sepors, which serve to aseerlain the vonsistency of
the Company’s auewiting dusuinents swith the results of the acseunting books and
tecords and their suitability for providing a true and fair ropresentation of e
financial and ecovomic position, the Roard of Statdory Auditors Sxatnined the
oulcame of the audits in which it was revealed, 1o varous arcax, that the siuation
was, on he whole, menitered, and that there were no erilical aspeets or sportzomings
such as 1o affect the judgement of the adequacy and effective application of the
adiministrative and accounting procedures. There are weas for improvemnent on
which correclive action shouid e taken, for whick i1 i recemmended that the
procedures for (he former DEPOBank business be updated to 262 standards.

Theyelore, the Board ot Stautery Auditors, with egard Lo the structuee and content
of the periadic teports draven up by the Fimmeia] Reporting Officer when the Hal-
Yearly Financial Repart, the Separale Financiab Staternents and the Consolidated
Finaneinl Staleatents, considers thal the activities carried out lo rssess the adeguncy
and effective application of the processes and procedures funclioual to the fnancial
wwpatting of the BFIF Bank Graup ave adequate to justify the certification sequested
fien the Chiel Exceutive Officer and the Finuncial Reponting Officer of the Group,

purstat v Arl 154 bis of the Cansatidated Law on Finsoce.

The Directors alsn supplied the Hoard of Statutory Auditors with adejuate
information on the general perlarmance of wod Uik outlovk for operations, as well as
on the most signifivant treansactions, doe ta their size of charusteristies, camied aut
hy the Bank and its subsidiarics, and in this regard no jssues worthy of menton in

this Report have arisen.
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Morcover, the Board of Statuluey Awditors supervised compliance with the
pravisions established by lalian Lepislative Deciee No. 2542118 and exanined the
Consolidated ton-Finaneial Statement relating to the 2021 Cuancial year,
#seertaining its conpliance wilh the provisions governing its drafling pursuant to the

atorgmentioned Decree.

The Bourd of Statutory Auditors supervised the adequacy of the iernal Controt
Systewmn including through periodic meetings with the Bank’s Top Management, with
the Corporate Cantrol Funclions (infemal Audil, Compliance anid AML and Risk
Manmagemnent) and with the Fuuction of the Fivaneial Reporting Otficer, as well as
through constant panticipation in the work of the Control and Risks Committee.

In pattieitlaz, the Board of Statutory Audiiors verified that each company of the BFF
Group bad adopted 2 Intemal Contro] Systewn consistent with the Group's shrwiepy
and polivy, cspecially with regaed to the forcign subsidiaries, Tor which, in
compliance with jocal cestrictions, initiatives have been put m place o ensure,
overall, adequate standards and organieational controls. Further siengthening
initiatives have already been planned, incinding in the light of the inspections canied
out by the Supervisory Authority of (he ¢redit systern during the financial year, as
well as in light of the greater complexity deriving from the prowth and operational
diversification of the Group.

In this regard, in recaliing that, in its capacity as Parend Company of'the BFF Banking

Group, the Bank, in addition te bansking activities, performs the functions of

thanagsment and coordination, as well as upitary contral of BFE Finance lbutia
S.A.U. and BFF Polska S.A., the Bourd of Statwiory Auditors acknowledged the
approvak of the Board of Directars regasding Intra-group Regulatians, which define
the organivational architeciure, objectives and contents of the management,
coordination and contvel activities, mw! Group Regulations aimed al better
monitoring the application of the relevant legistation,

Moreover, BFF as Paent Company and reference contact for the Supervisory
Authiority, has enacted variaus provisions for the subsidiaries that are required

implement the generad anel special instructions issued by the Bank of ltaly for the
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stahility of the Group pursuant o Att. 61, pavagraph 4 of the Consolidated Banking
Actand Cireular 285,

With reference to any issues raiscd in contacts with the corcespanding bodies ofthe
subsidiaries, the Bourd of Statwtory Auditors notes how, within the Group’s torcign
pevimeter, there are no such equivalent entitios. Howewver, in its periodic meetings
with e Bank's Comarate Contiol Functions, the Board of Slatnory Anditors
carried out its own in-depth analysis of the audits made, of Lhe conclusians reached,
as weall as the stans of implementation of the suggested actions, (n this regard, it
should be noted that the Contrel Fuuctions have divect responsibility for their
respeetive malogous structurcs In relation to BFF Finance Iberia 5.4 1, while they
are recipients of functional repotling by the corresponding similar functions of the
REF Palska Group,

‘The Board of Stansory Auditors also noted that, during the year under revigw, the
BEF body of tegulations was firther amended in termys of both Governmend
Regulations and Operating Regulations, i light of the acquisition and subsequent
merer by invarporation of DEPOBusk S.p.A. into BFF, as well a5 in
acknowledgement of the ohscrvations produced by the Control Functions, the
requests of Top Monagement and the operating stouctures, the updates of the
wkerence rsguladory logislntion snd considering the entry into force of ltalian
Minksterial Decree No, 169,2020.

Particubar importance in the vevision of the regulatory Gamework of the Bank and
the: Group was altvibuterd, amang pthers, to: i} the updating of the Organization,
Management and Contrel Meodet purssant to Italian Legislative Decree No.
23142001 and the Code of Ethics; i} updating the Whistleblowing procedure; it) the
approval ollhe “Policy on lnvestments in Non-Financial Companies and Geoup Real
Estate Investments™; iii) the updaling of the Credit Regutations; {iv) the wpdating of
internal rules on tisk managenenl, also in the light of the Bank’s new business
mode; v) the wpdaling ol the “Operational Policy in Securities and Refinancing
Activitivs"; {vi) the updating of Company regulations on anti-moncy Jaundering-
counter-lerrarisny vii) the adoption of the “Regulations on the Provision of
Livesiment Servives and Aclivities and Ancillary Services of the Baok™; viii) the
updating ofthe “Complaint Managersent Policy of the BFF Group”; ix) the updating

uf the regulativns of the Contral Funetions; x) the epdating of the “Regulatians of

20
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the Corporate Bodies and the lformation Flows”, the "Board of Directors'
Reguiations™ and the regulations of the board commitizes; xi) the updating of the
legisiations on related parties and associuted cntitics, in order ta implement the
updates inloduced by Consob Regulation Mo, 17221 of March 12, 2010, laying
down pravisions ou transactions with refated partics, as amended by resolution No.
21624 of December 10, 2020 (the “INew Cotsob Regulations™) in compliunce with
EU Directive No. 2017/828 (“SHRD 11"} and the national provisions contuined i
[talian Legislative Deeree No. 4972019; xii) the approval of the “Talicy for the
Marnagement of Cominunications with al} Sharcholders and Bondbalders™; xiii) the
updating of the “Group formation Security Palicy™; xivy the updating of the
“Group Qutsoureing Policy™.

In the year under revicw, BFF S.p.A., s Parent Company of the Banking Group,
with particwlar regacd ta the BUF Polska Group acquired ity 2016, cinlioued, in the
conlext of exercising its stralegic oniral svtivity, 1o develan the various areas of
business in which BFF Polska operates and to moniler the risks relating 1o the
activities carricd out, a3 well as the technical-operational contrel aimed at assessing
the various visk profiles brought te the Group, including by means of the evolution
widergone by the ivtegration provess of BFE Poiska, which has not yor heen
completed.

Tikewise, the Board of Stawtory Auditors acknowledyed the activities caried ot
by the Suporvisory Bady appointed to guarates the adequacy, observance and
revisions of the Orpanizational, Management and Control Model pursuant to ftalian
Legistative Lecree 230701, and monitored the cfficiency aod independence
ey nirements selated therte by rocans of a series of penodic weetings.

The Board of Statutory Auditors also ascertained the Bank's compliasnce with ifs
obligations to ¢omespond with and scnd disclosures to the Supeivisory Bodies.

In comysliance with (he instractions provided by the Supervisory Pravisions, during
the meeting of the Board of Directors on February 17, 2021 the Board of Seatutory
Audilats, foflawing the apprepriate evaluations, expressed its favaurahie opinion on
the appointtent of the new Manager of the Compliance antd AML Funetion and the
ncw Managee of the Bank's Intemal Audit Frnction,

As 2 result of the inspections cawrield vul by the Supervisory Authority during the
year, and un the basis of the Remediation Plan consequenily prepared at the end of

2021, the astivities of the Conwcl Funstions are in the provess of evolution, alse in
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light oCthe increased complexity of the Company.

Buscd on the activities canvied out and the information acquired, the Board of
Statwiery Auditors thevefore considers that, averall, there are no serious critical
issues such @5 to allet the stwetore of the Internal Cootrol System, while
underlining, howewer, the need for prateg implementation of the astions outlined w
the Remediation Plan in ordor to ensure the alignment of this system wilh the
complexitics  deriving drom the Group's prowth in size and  operaticnal

diversitication.

i) Swpervision of the ndegracy of the Risk Mavagentert Svstem

The Board of Statutery Auditors inonitused the adequacy of the Risk Managemen|
System by examining the periodic reports of the Control Functions and the periodic
information provided, as well as the vesults of monitoring #ctivities and sclions laken
lo inploment correclive mcasures identificd and theough participation in meetings
of the Central and Risks Commiltee.

In purticufar, the Board of Statwtory Auditos neted that the Bank's [nteral Condrol
wid Risk Management Syatem invalves, cach within its own remit: a) the Board of
NDircctors, with the role of guiding and assessing the adequacy o the system; b) the
Control and Risks Commities, with the task of supporting, by way of an adeguatc
preliminary investigation, the assessments anrl decisions of the Board of Directors
relating 1o the Inlcrmal Condob and Risk Managoment Systemy; ¢) the Risk
Management Function and the Compliance and AML Function, with specific tasks
inn terms of intemal control and risk management, articulated in relation ta the size,
eammplexity and risk profile of the Company; d} the Internal Audit Function, in charge
of verifying that the lernal Controd and Risk Management System is functioning
and adeguate; £} the Board of Statutory Auditors, which supervises the effcctivenass

of the Interaal Controd and Risl Managemen: Systen,

The Group has therefore adapted & siuctused referense framework, through e
unplementalion of a precess regulalcd by specilic risk appetile famework ("RAF"}
internal repufations, which is evaluated by the Board according to the business model
and the Strategic Plan and provides for the approval of risk abjectives, risk tigger

threshokds and tolerance thresholds.
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In this tegudd, the Board of Statutory Auditors las supervised, within the Timits of
its retnit, the completeness, adequacy, fanctionality ane reliabifity of the RAT, alse
evalualing the changes to fhe framework dluring the year under review in relation to
developments o tevms of ruetries and calibration of gk lEwity, in order 1o
incerpocate crual changes in the Bank’s business models, or in considcration of
seghlatary inglications,

The Board ol Statutory Audizors has verified thal the Board of Directors defincd the
puidelines for the lnternat Control System, ensuiing that the main coeporate risks ave
identificd, managed snd maonitored in an appropriate manner. In particular, it
assessed all the types of visks at 2 consolidated level and approved the assumptian
thereof in a structuored manne: for all entitics of the Grovp and for all the countries
in which the Group aperatas.

(rverall, the Conteol and Risk Management System appenrs to be eonsistent with the
legal and regulatory Famework wwd the Geoup’s organizalional stucture. On the
bagis of the Remediation Plan drawn up foflowing the inspections carried out by the
Supervisory Auhority during the financial year 2020, the Bank bhas ideotified
remedind actions thal have had, and will continug Lo have i the coming months,
impasts on the aclivities and methodelagies adopted by the Control Furetions, with
particular reference te the Risk Management Fanction and the itemal Audit
Function. These actians are necessary to enswee alighment of the interaaf Contra!
Systers with the compleaitios urising from the growth i size and diversification of
the Group's activitics.

The Roard of Statutory Auditors bas constandly monitored, tneluding for the year
2021, the activities carried our by the Controf Functions, reporting on the most
important aspects and on the outcome of cheoks earrigd out, with vegard to whicl
the foflewing should be nhsurved,

Gn June 30, 2021, the Board of Divecturs of BFF Bank Sp.A. approved the
ICAAPALAAP 2020 Report, analysing the considerations of the Cantrul Functions
concerned and of the Conrrol and Risks Commitive a5 well as the reprimands issued
by the Supervisory Authotity in relation to the eutire systemn,

In this regard, the Board of Statutery Auditors evaluated the [CAAPALAAP process
adapted by the Hank, structured as a whole in accordance with the relevand
regalatory provisions, shacing the observations expressed by the Conlol Fanctions

regarding the initiatives proposed e achieve an improvement in the areas of the
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mtemal capital adequacy assessment process and liguidity risk managemens, and
recnmending at the same time e integration of ESU fctors jnlo the Bank's
sirategies and processes.

On June 39, 2021, the Boavd of Directors of the Nank approved the Recovery Plan
of RFF Banking Group in ovifinary foron, as requested by the Bank of italy, in
consideration af the scape of the cismbinad enlity resulting from the acquisition.

In this regard, the Board of Stalutory Auditors, logelier with the Risk Masagerent
Fuauction, examined the Recovery Plan, luoking in e detai) at certain aspeets of
it with the Control and Risks Criomittee in order lo understand the logic and criteria
fillowed, and to assess its consistency with the legal and regulitory provisions of
referange,

Iny the course of ity Ly -depth analysis, the Board of Statutory Audilors sscertained the
consistency with the Group’s business model, the RAF, the {CAAP process, us well
as the peneral structure of the Bank.

In e context of the avtivities carvied out by the Anti-Money Laundering Funetiw,
with reference to legislation o cambat money umdering and tetrovist furneing, the
Board of Stalutory Auditors bas constantly swonitored the afurementioned activities
as well as the outcome of the ex post verifications, in respect of which no particulatly
aritical situations ave been reporivd.

e Boardh of Statutory Auditors also examined the setf-assessinent exergise on the
risks reluted to money [aundering and ferrorist finaneing, mast recenlly updated in
May 2021 following the acquisition iwnd merger by incorporation ol DEPOBank,

In this repard, the Board of Statuiory Audifors noted that, in the opinivn of the
Manager of the Function, the overall assessment of the residnal risk of Gronp maney
laundering should be considered “low™,

‘the Board of Statatory Aunditors atso verified the completencss, adequacy,
funclionality and relinbility of the Business Ceuinuity Plan prepared by the Boasd
of Dircetors, updated during the year under review,

Al the date of this Report, with reterence to the curent Ukaaine-Russia geapolitical
crisis, it should be noted that the BFF Group has no cemmercial exposures te these
markets, and yndertakes to ensuyrg strict monitoring of intermediary paymerits of the

Puyments business unit in compliance with any restrictions ymposed on Russia,

J) Swpervision ofthe adeyvacy of the Infernal dudit Systen

24
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In conducting e relevaut audits, the Board of Statulory Auditors continued its
canstant dialogue with the [nternal Audit Functions, including fou the year under
review, shating Lhe results of the verification activities carried aut, both with regard
to U Parent Compuay and individual subsidiaries.

The activity of the Funetion for the year 2021 perfoemed mainly in retmote working
made, considering the emergency linked to fhe spread of the COVID-19 virus,

Ly this regard, the Board of Statutory Auditors was able (0 note thal the activities
planned by the Internal Audit Function for the year wnder review cavered the scope
aof activities thal the Function had underaken to perfom.

The Audit Plan, prepared on a three-year basis for the period 2022-2024, provides
for a provess-oricnted planning ol activities according to a risk-assessment based
approach. It 15 reviewed and/or supplemented anmnally and submitied for approval
to the Beard of Directors, after examination by the Control and Risk Conwitice,
with prior sharing with the Chaiiman of the Boaril of Dircetors, the Chief Executive
(}fficer, the Board of Statutory Auditers and the 23172001 Supervisory Board.

The Bourd af Stawtory Auditors examined the Group Autlil Plan for the three-year
poriod 2022-2024, submittzd 1o the Board of Directors for its assessment and
approval, aoting, in particular with regard to the foreign subsidiarics, that: i) for the
BIF Polska Groep, the repotts relating 1o the audits - the results of which ume
included in the Tableau de Bord of the Internal Awdit Function of the Perent
Company - qve shured by the local Internud Audit Function with the corporate bosdics
of BFF Palska S.A, and transmilted to the Internal Audis Fonetion of the Parent
Company, which involves, where necessary, and For matters within their field of
competenge, the Colpany Functions concerned; i5) for BFT Finunce fberia 8.A.00,
the vesults of the checks carried out by the Pavent Company’s Iniermat Audid funstion
on the basis af a specific service contriet are forwarded in advance to the Board of
Ditcctors of the subsidiary and included it the Tableau de Bord ol the Parent
Compuny’s [nternal Audit Fangtian,

With a positive vulcome, the Board of Statutery Auditors examined the update o the
Group's “'Internal Audit Manwal”, apgroved by ihe Boant of Divectors on January
28, 2022,

Flease note thal the lntermal Audit Fuaction is alse wesponsible for the
Whisticblowing syslem, in relafion to which it should bie noted that, during the year

2021, one repoit wes received which, on completion of Hie appropriate
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nvestigalions, was clussified as unfounded,

k) Supgrvision of the compliones with principles of proger manayentent and of

the wdequacs of the organizationa! strucinre

The Board of Statulory Auditors acquired knowledge and supérvised the ndeguacy
of the otgaeizational structuye adepted by e Bank and its aviual functioning,
compliangg with ihe principles of proper administeation, and the adequacy of the
instructious given by the Company to its subsidiucics pursnantto Asl. | |4, paragraph
2, af the Consolidated Law ot Finance, through meetings, ditect observations, and
by collecting informatian from the Heads ol Functions and Depatments, nequiring
any fusther information necessary fram the audit firm KPMG S.p A

In particular, the Board of Statutory Auditors noted that, during 202t, the
implementalion of the integratian process cantinued following e ucquisition of the
former NEPOBank Manca Depositaria Italiana S.p.A., with paticwlay regard to
aspeets related to the organizational staucture and intermal regulations.

In view of what has been stated in previous sections of this Repart, the Board of
Sratutory Auditors is of Ihe opinton that the Dank's organizational stucture,
although o the whole substantislly adequate, requires further improvement in line
wilh the complexities arising from the Group’s grawth in size and operational
diversification antt the associated operational and credit risks.

In this context, in the emediation Plan the Bank has also provided oy intervesions
o the intarmation systems, ineluding with a view to integrating he subsidiaties, us
well as on the pracesses of monitoring, elassification and cvalustion nf receivables.
The Board of Btalwtory Auditers considers the instructions issued by the Company
1o Uts subsidiarics o be adetuate, mcluding for the purpose of providing all the
information necessary 1o fultil the disclosure obligations required by Law, pursuan
o Art, | L4, patagraph 2, of Nalien Legistative Devree 58:98,

O Remunerofion policies
The remuncration pelicies of the BFF Group are governed by the Remuneration and
thcentive Policy for members of the bodits of stalegic supervision, managentent
and contal, a5 well as employees (the *Policy™), diawn up in accordance with the

provisians of Fitle IV, Chapter 2 of the Supcrvisory Pruvisions for banks, refeared
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to in Clwulac No, 285 of December 17, 2013, in the light of the 37" update, aimed
dt incorporating the innovations tntroduced in tis area by Directive 2019/878/EU
{CRE ¥} and the Guidelines of the European Banking Autherily in insplementation
of the Directive {(EBA/GL202E/04). The Bank has slso wken inte account in its
Paliey the updites of the Corporate Gavernance Code, with the exception of the
provisions on share ownership, considering it more appropriate ta apply the
provisiuns of the Supervisory Provisions,
The Policy currenily in force was approved by the Sharcholders” Megting on Aprit
2, 2020. The Sharsholders® Mecting of March 25, 2021 did not approve the Policy
proposcel by the Board af Ditcetors for the year under review, but did approve the
predefined fonawdas for delermining the amounts recognized in (e context of
agreements with cmployees, wherever reached, for the seitlement of eorrent or
potential disputes.
The Policy spproved by the Board of Directors tukes inte account the gualificulion
of the Company as "“nat & smad bank” jn sccordance with the rolevant Supervisory
Provisions, and more specifically defines:

The petimeler of the wles whose renneralion s approved directly by the

Board of Directors upon proposal of the Remuneration Conmittee, which

fo¢ludes the Chief Exceutive Officer, Directors holding speeial affices, Senior

Executives, Executives reporting directly to the CEO and managers of the

Corporate Control Funetians of the Growp,

The 5§% share of the deferred part of the variable renungration, in the case

of pacticularly high variable reimuneration (as defined by the Supcrvisory

Provisions) (o the Chief Bxecutive Officer and Sentor Management, paid in

the form of financial instruments.

The four-year deferral of 40% of the variable remunerition owed to Risk

‘Takers, with @ linear po rata mechanism,

The five-year deferral af 60% of the vaviable remuneralion, in the case of

particidarly high variable remuneration (as defined by fhe Supervisory

Provisions}, wilh a lingar pro rala mechanism, for the Chief Bxceutive Officer

and Senjor Management.

The twe-year defermal of 30% of the variable veinuneration in the ease of low

variable remuneration {as delined by e Supervisory Provisions),
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- The adoption of a maximum ratic of 2:1 between variable and fixed
counpeneuts af the remumeration, as desided by the Sharehaldors' Mucting of
Desember 5, 2016 and conflomed by the Sharsholders' Meeting of Aprit §,
2018,

On Mareh |, 2022, the Board of Stantery Anfitors {ssued an unfavourable epinion,
pursuant to Art, 238% of the Halian Civil Code, regarding the proposed amendnents
to e contract will the Chief Executive Officer submitted to and approved by a
majority of the Board of Directors, considering thal the contractual formulations
submitted to 4he Board did nat allew, in paeticular, to unambiguously address the
comnplisnce observations by the Bank of Jtaly following the aforementioned
inspections.
The Board of Statutory Auditers also checked the procedurs that characterized fhe
preparation of the Antwal Report on the remuncration pelicy and the comunceation
paiel to the steategic supervision, nanagement and control bodies and to persunnel
of the BFF Banking Group, as pait of the discloswie requived pursuant to Art. 123-
tey of ltalian Legislative Decree No. $8 /1993 and Art, 8d-quarter ol the Tisnurs'
Regulations, which is divided into 1w sections:
- ‘I'he first contains 1he vermuncrtion policy of the BFF Banking Group for the
year 2022 and will be submilied for approval to the Shaveholders® Meeting,
- Thie second describes the methoeds with which the remunerativn palicy in faice
in 2021 wus implemented during that year, providing a tinal balance of the

Yesnuneration actually pait out,

Yy Reports, petitions, omissions or_reprefeisible actions, opinians given and

irefiatives token
During 2021, aud up to the date of preparaticn of this Report, no reporls were
received pursuant to Adt. 2408 of the Italian Civil Code, nor were any petitions,
comploints or reprehensible actions reported.
On Novemger 26, 2621, the Board of Statutory Auditors made a disclosure pursuam
to Ast, 149, paragraph 3, of llalian Legislative Deeree 58/92 1o Congob and, as fay as
necessary, pursnant lo Art. 52 of alim Lugislative Decree 385/1993 1o the Banlk of
Ialy, swith regacd to an alleged imegularity with respect fo the disciptine provided tor
undler EU Regulalion No., 596/2014 (MAR).
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On February 8, 2022, the Boazd of Stahuory Auditors sent a disclosurg fo he
Authorities (auk of laly aod Cunsob) o provide spme ilens of infermation
acquirsch as past of the monitoring activities within its remit, with particular reference
to the resignntion of a Director.
On Februaty 14, 2022, foflowing s call reccived on Febluary | [ pursuant to At 115
of Italian Lepislative Decree 58/1994, the Boasrd of Statwtory Auditors mer with
Consob to provide information and clarifications deemed useful by the Authorily.
On March 6, 2022, the Boaxd of Statutary Auditors inade a further disulusure t the
Authorities fo (i) provide an update with tespect to the information provided on
Febraary 8, 2022 and 10 (1) repor], puzsuant to Aw, 149, paragraph 3, of lalian
Legisiative Decree 58/1998 and to Axt. 52 of ltalian Legistative Decree 3851993, 5
possible irregulacity with respect ta the content of Art. 6 of Conseb Regulation No.
1722172010 and paragraph 11 ol the Cousub Communigatinn of September 24, 20110,
as well s the "Regulations of the RFF Banking Group for the Management of
Transactions with Persous in Conflivl of Interest™.
During the year, and up 10 the date of preparation of this Report, the Board of
Statstory Auditors gave the apinions and made the obseevations assigned Lo it under
reputations in foree and under the Supervisory Provisions for banks, among which,
inaddition 1o the opinivn issued on Mot Audit Services, the remarks mads included
the following:
Considetations ot the 2020 Annual Report on outsourced cssertial or
ivportant fenctions
- Opinions on remuncration
Cpinion on the ICAAPILAAP stateiment and on RAF
Opinion ob the Recovery Plan
Opinions on the appointments of new managors of the Contrel Funitiuns
Opinion on the appointment of Mr. Rosi as Financial Reporting Officer,
pursuant to A, 154 ol the Consolidated Law on Finance
Ophtion ot the updating of the “Inigroal Conteol Policics Adopied by the BIFF
Banking Group for the Management of Conflicts of Interest” aud the
“Rugnlstions of the BFF Banking Group for the Management of Fransaclions
with Persons in Conllict of Interest™
- Opinion on the Remediation Plan prepated by the Bank following the

inspectivns carried out by the Bank of Ilaly during the year under review
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Opinions an the co-option of 2 Dirgelors, pusuanl o Art. 2386 ol the [talian
Civi] Code

- Assessments of the resulis of the awits conducted by the Enternal Audil
Funetion an the adequacy of the vrganizational and contra) aspects af the bank
brauch in Greece

- Opinion on the “Policy on Investments in Non-Financial Companies and
Craup Real Estate Investiments”,

In the course of’ the activities carticd oul and based on the information cbtained, no

omissiong, reprehensible actions, other irceguiatities or in any case significant

cirgmnstances were found that would vequire reporting ta the Supeivisory

Autherities or mention in this Report, in addition to the above.

v Guyernunce

DFT Banak 5 p.A., which adopts o traditienal adininistration and control system, bas
1 Board of Directors that is curvently composed of 9 members, 5 of whom are
independent, pursvanl ta the Consolidated Law on Finance, the Comorate
Gavernance Cade and the Fit and Praper Decree. The anly Executive Diteetor is the
Chief Txecutive Officer to whom the managentent function is assignel.
Carpurate povernance also provides for the gstablishment of « Supervisory Body for
the purpases of ltalian Legislative Decree 2312001 and specialized convmintess with
investigative, consultative and propositional rasks vis-a-vis e badigs with strategic
supervigion and management funclions, nasaeky:

*  ‘The Remumeration Comniltes

* The Cammittes for the Evaluation of Transactions with Relared Partics and

Associated Fntitics
+  The Nominations Conunittez

¢ The Control and Risks Cormnittee,

The Board of Statuiory Auditors, which regularly participates in Board of Directors
meelings, noted that, during the year under review, the regutations of the Bank's
corporate bodies were vpdated in order to daplement the provisions of the
“Regulation on the Requivcinents and Criteria of Suitability lor the Performance of

the Rale of Corporate Officers of Banks, Financial htermediaries, Credit Guarantee

30

Financial Statements 2021

355




356

Report on Operations

h 4

Financial statements for the year Certification by the  Report of the Board of
ending December 31, 2021 Financial Reporting Statutory Auditors

Officer

Report of the
Independent Auditors

Consurlia, Electronic Money Insiitutions, Payment Institutions and Depasilary
Cuarattea Syslerss (FiL and Proper Decree)”, the “Supervisory Provisians on the
Procedure for Assessing the Suilability of Represcatatives of Bunks, Finaucial
Intermedidties, Blecironic Maoney Institutions, Payment listilutiony and Depositor
Guarantee System™ and the 35" update to Bank of Haly Circular No. 2852013,

As illustrated ahove, during 2021 the Board of Statutary Awditors catricd aut a seif-
asscssment of its mewbers, noting that the Board of Directors and it§ commiliees
alse undertook such an assessment, togettier with |he annval review ot the Chiel
Executive Oftleer’s succession pian. However, die results of the Hoard of Directors
assesstucnt had ot yet been reported.

The Board of Slatutory Auditars has also updated, in light of the chunges intraduced
by the Fif and Proper Decree and the aforementioned 35" update of the Bank of ltaly
Citedar No. 28512013, its Regulatiens, the Repulations on its self-assessment
process and ity “Divessity Palicy”, pursuant to Art, §23-bis of 1he Consolidated Law
un Finsnee,

The Board of Statutory Audiwrs assessed the manner in which the Corporate
Governanee Code promoted by Borsa lalizna and adopted by the Bank was
imptemented in the terms cutlined in the Repord on Coporate Gowvernance and
COwnership Stnicture,

During 2021, the Board of Statutory Auditors also verified the correct applicatioa of
the criteria and procedures for ascertaining the independence requirements of the
members af the Board of Dicsctors, Fo that end, the Board of Statulery Auditors
noted that, based on the documentation and statments provided by cach Direetor,
tsoth ihe Nominations Committee and the Beard of Direetors conducted audils on the
independence of their respective Directors. The Board of Stawiory Anditors then
proceeded 1o examine the docurnentation made availabl e by the Company, verifying
- within the seope of the fasks assigned to it parsuant o kaw = the carrect applicalion
of the criteria and assessment procedures adoptd by the Board of Direetors 1o assess
the independence of Directors.

The Shareholders' Meeling af Oclober 7, 202) approved, in #n cxtraordinary
session, the ameudment of the By-Laws, i order, inter alia, to: (i} muke the
adjustments relaled to the new tepulotions undfor selfuegulalion derving from
ftaiiun Ministerial Decrge 1692020 (Fit and Proper Decree), the Curporate
Govermnance Code Iand the 35" update to Circular 285/2013 on the corporate
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governange af banks and hanking groups; {it) revisc the statutory provision
ageonfing to which the Chairpersun of the Boatd of Dircetors must meet the
independence requirements, withowt prejidics to his non-executive status; {iil) the
introduction of the provision accorthing o which tae Board of Dilgctors must be
cotnposed of a majerity of tndependent Dircetors.

With reference o the cvents of the first months of 2022, in terms of govemance the
Board of Slanttory Auditors reposts the resignatious from the positions held at BFF
by the folluwing fndividhals: () an Febouary 3, 2022, Burhara Pogginli, independent
member of the Board of Directors, Chairperson af the Remuneration Committee ang
member ol the Nominations Canunitice; /47) on February 18, 2022, Pavla Carvara,
Chairperson of the Board of Stetutory Auditors; and, finally, (7 on February 24,
20622, Amélic Scaramozzing, independent member of the Board of Directors aml
member of the Rerpuncralion Committee and ihe Committee for the Evaluation of
Transactions with Refated Parlies and Associated Enlities.

The Boavd of Statutary Asditors, having taken aole in padicular of the reasons given
in the aforcmentionsd resignations of Ihe past direetors Poggiali and Scarmuuzscing
{which can be fonnd in the respective press releases issued by the Bank), reiterales
the need for BEF ta proceed with the actions alveady utlined and targeted at tirther
implementalian of the corporate governance stucture, includiog in the light of the
complexities deriving fromw the Group's growtl in size and in arder (o socourage
cffective dizlogue within and between the governance badies.

The resignation of the Chairperson of the Hoard nt Stalutory Auditors followes the
latter’s decision to accept the candidacy for the position of member of the
supcrvisory body of anoiher credit institution, a position assigoed to Ms Caran also

in light of her being a representaiive of her {ocal area

In relntion to the above, it should be remembered thal, with the approval of the
Financial Statewments for the year ended December 31, 2028, the Shacholders®
Meuting will be called upon to resolve, imter aliz, to supplanent the Board of
Directors, following the resignation of 2 Ojrecims, a5 well as (o supplement the
Board of Statutory Auditors and appoint a Chairperson thercto. Sharcholders are

thereforc invited fo take the necessary measnrees and decisions in this regard.
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Al the end of the supervisory activity carried out by the Board of Statutory Auditors,
as described above, we can reasonably affirm that, without prejudice to what is
represented in point my), the Company’s business was carried out in compliance with
the law and the By-Laws, and that the organizational, administrative and accounting
structure, as well as its actual functioning, were adequate.

The Board has read the reports issued on March 10, 2022 by the Audit Firm pursuant
to Arts. 14 and 16 of Italian Legislative Decree 392010, on the Bank's Financial
Statements and on the Consolidated Financial Statements of the Banking Group,
which express a positive opinion withoul any remarks or comments, or requests for
further information. These reports also express an opinion on the consistency and
compliance of the Directars’ Report on Operations with the Financial Statements
pursuant to Art. 14, paragraph 2, letter e) of Italian Legislative Decree No. 39/2010,
On the same date, the Audit Firm also issued a report on the Non-Financial
Consolidated Statement, which contained no remarks worthy of note.

Taking into account all the above, and considering the content of the reports drawn
up by the Audit Firm, the Board of Statutory Auditors, to the extent of its remit, does
not find any reason to impede the approval of the draft Separate Financial Statements
as at December 31, 2021 and the distribution of dividends formulated by the Board

of Directors,

Milan, March 10, 2022
Signed

The Statutory Auditors

s Bl 168
e

Fabrizio Di Gius!o% 80

Paolo Carbone /0 4 g{
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(The accompanying translated separate financial statements of BFF Bank S.p.A.
constitute a non-official version which is not compliant with the provisions of
the Commission Delegated Regulation (EU) 2019/815. This independent auditors’
report has been translated into English solely for the convenience of
international readers. Accordingly, only the original Italian version is
authoritative.)

ori- BaNK o pA

Separate financial statements as at and for the year ended
31 December 2021

(with independent auditors’ report thereon)

KPMG S.p.A.
10 March 2022
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(The accompanying translated separate financial statements of BFF Bank S.p.A.
constitute a non-official version which is not compliant with the provisions of the
Commission Delegated Regulation (EU) 2019/815. This independent auditors’ report has
been translated into English solely for the convenience of international readers.
Accordingly, only the original Italian version is authoritative.)

Independent auditors’ report pursuant to article 14 of
Legislative decree no. 39 of 27 January 2010 and article 10
of Regulation (EU) no. 537 of 16 April 2014

To the shareholders of
BFF Bank S.p.A.

Report on the audit of the separate financial statements

Opinion

We have audited the separate financial statements of BFF Bank S.p.A. (the “bank”),
which comprise the statement of financial position as at 31 December 2021, the
income statement and the statements of comprehensive income, changes in equity
and cash flows for the year then ended and notes thereto, which include a summary of
the significant accounting policies.

In our opinion, the separate financial statements give a true and fair view of the
financial position of BFF Bank S.p.A. as at 31 December 2021 and of its financial
performance and cash flows for the year then ended in accordance with the
International Financial Reporting Standards endorsed by the European Union and the
Italian regulations implementing article 9 of Legislative decree no. 38/05 and article 43
of Legislative decree no. 136/15.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISA
Italia). Our responsibilities under those standards are further described in the
“Auditors’ responsibilities for the audit of the separate financial statements” section of
our report. We are independent of the bank in accordance with the ethics and
independence rules and standards applicable in Italy to audits of financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our qualified opinion.
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Independent auditors’ report
31 December 2021

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in the audit of the separate financial statements of the current year. These
matters were addressed in the context of our audit of the separate financial
statements as a whole, and in forming our opinion thereon, and we do not provide a

separate opinion on these matters.

Recognition of late payment interest on performing loans and receivables

acquired without recourse

Notes to the separate financial statements “Part A - Accounting policies”: paragraph

A.2.3 “Financial assets at amortised cost”

Notes to the separate financial statements “Part A - Accounting policies”: paragraph
A.2.15 “Other information - Revenue recognition criterion”

Notes to the separate financial statements “Part B - Information on the statement of
financial position - Assets”: section 4 “Financial assets at amortised cost”

Notes to the separate financial statements “Part C - Income statement: paragraph 1.2
“Interest income and similar revenue: other information”

Notes to the separate financial statements “Part E - Information on risks and related

hedging policies”: Section 1 “Credit risk”

Key audit matter

Audit procedures addressing the key
audit matter

When measuring loans and receivables with
customers acquired without recourse, the
bank includes the estimated late payment
interest that is deemed to be recoverable, in
line with Document no. 7 on the treatment of
late payment interest under Legislative
decree no. 231/2002 on performing loans
and receivables acquired without recourse
issued jointly by Bank of Italy, Consob (the
Italian Commission for listed companies and
the stock exchange) and IVASS (the Italian
supervisory body for private insurance) on 9
November 2016.

We focused on this issue because:

— the carrying amount of uncollected late
payment interest is significant;

— the parameters used to estimate such
interest income require the use of
statistically-reliable historical figures,
based on cash flows and collection
times observed at the reporting date;

— itrequires judgement by the directors.

For the above reasons, we believe that the

recognition of late payment interest on

performing loans and receivables acquired
without recourse is a key audit matter.

Our audit procedures principally included:

— gaining an understanding of the bank’s
processes and IT environment in relation
to the estimation of default interest;

— analysing the late payment interest
estimation models used and checking
the reasonableness of the main
assumptions and variables included
therein; we carried out these procedures
with the assistance of experts of the
KPMG network;

— assessing the appropriateness of the
disclosures about late payment interest.
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BFF Bank S.p.A.
Independent auditors’ report
31 December 2021

Recognition of the business combination of DEPObank S.p.A. and purchase

price allocation

Notes to the separate financial statements “Part A - Accounting policies”: paragraph
A.1.4 “Other issues- Acquisition of DEPObank — Banca Depositaria Italiana S.p.A. -

Merger into BFF Bank S.p.A.”

Notes to the separate financial statements “Part A - Accounting policies”: paragraph
A.2.15 “Other information — IFRS 3 — Business combinations”

Notes to the separate financial statements “Part G - Business combinations”: section

G.1 “Transactions completed during the year”

Key audit matter

Audit procedures addressing the key
audit matter

In 2021, the bank acquired DEPObank
S.p.A. for €293.9 million (the “transaction”)
which was concurrently merged into it.
Since this is a business combination, the
directors accounted for it in accordance with
IFRS 3 and, therefore, they identified the
acquisition date, calculated the purchase
price and allocated it (purchase price
allocation, or “PPA”).

The PPA procedure gave rise to a gain from
a bargain purchase (negative goodwill) of
€76.9 million, i.e., the difference between the
consideration transferred in the business
combination and the fair value of the assets
acquired and liabilities assumed, which is
recognised in the 2021 income statement.

Due to the materiality of the transaction and
considering that the PPA procedure required
a high level of judgement of the directors, we
believe that the recognition of the above
business combination is a key audit matter.

Our audit procedures principally included:

— analysing the contract documents
relating to the transaction;

— checking the consistency of the
accounting treatment applied by the
bank to the transaction with the IFRS;

— checking, on a sample basis, the
accuracy of the accounting records;

— analysing the valuation approach,
assumptions and methods used to
measure the acquisition-date fair value
of the assets acquired and liabilities
assumed, with specific reference to
loans and receivables with customers
and banks, outstanding securities,
amounts due to customers, deferred tax
assets and identifiable intangible assets
(customer contracts). We carried out
these procedures with the assistance of
experts of the KPMG network;

— assessing the appropriateness of the
disclosures about the above business
combination.
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Recoverability of the carrying amount of investments in subsidiaries

Notes to the separate financial statements “Part A — Accounting policies”: paragraph

A.2.5 “Equity investments

Notes to the separate financial statements “Part B - Notes to the statement of financial
position - Assets”: section 7 “Equity investments”

Key audit matter

Audit procedures addressing the key
audit matter

The separate financial statements at 31
December 2021 include investments in the
subsidiaries BFF Polska Group and BFF
Finance Iberia recognised at a cost of €109.2
million and €32.7 million, respectively,
accounting for 1.3% of total assets.

At each reporting date, the directors check
whether there is evidence that these equity
investments may be impaired.

If indicators of impairment are identified, the
directors test these equity investments for
impairment by comparing their carrying
amount to the cash-generating unit's (“CGU”)
recoverable amount, calculated using
appropriate valuation methods under the
circumstances, including with the assistance
of external consultants.

Considering the materiality of the financial
statements caption and the high level of
estimate required to measure the equity
investments’ recoverable amount, we believe
that the recoverability of the carrying amount
of investments in subsidiaries is a key audit
matter.

Our audit procedures principally included:

— understanding the process adopted to
measure investments in subsidiaries and
to identify any related indicators of
impairment;

— understanding the process adopted to
prepare the impairment tests approved
by the bank’s directors;

— analysing the key assumptions used by
the directors to determine the equity
investments’ recoverable amount. Our
analyses included, for each equity
investment, checking the indicators of
impairment and the assumptions
underlying the valuation models and
comparing the key assumptions used to
external information, where available;

— assessing the appropriateness of the
disclosures about investments in
subsidiaries and the related impairment
test.

Measurement of intangible assets with finite and indefinite useful lives

Notes to the separate financial statements “Part A - Accounting policies”: paragraph

A.2.7 “Intangible assets”

Notes to the separate financial statements “Part A - Accounting policies”: paragraph
A.2.15 “Other information - IFRS 3 - Business combinations”

Notes to the separate financial statements “Part B - Information on the statement of
financial position - Assets”: Section 9 “Intangible assets”

Notes to the separate financial statements “Part C - Information on the income
statement”: section 13 “Amortisation and net impairment losses on intangible assets”
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Notes to the separate financial statements “Part G - Business combinations”: section
G.1 “Transactions completed during the year”

Key audit matter Audit procedures addressing the key
audit matter

During 2021, further to the business Our audit procedures principally included:

combination with DEPOBank S.p.A. and the — understanding the process adopted to

completion of the PPA procedure, the bank prepare the impairment tests approved

recognised an intangible asset with a finite by the directors;

useful life of €25.7 million relating to - derstandi fh
customer relationships (customer contracts). gaining an understan |’ng orthe process
used to draft the group’s long-term plan

Amortisation and net impairment losses approved by the directors;
relating to intangible assets with a finite
useful life recognised in profit or loss during
the year total €2.4 million and solely
comprise amortisation charges.

As disclosed in the notes, in accordance with
IFRS 3, the directors allocated the intangible
assets with a finite useful life to certain cash- A
generating units (‘“CGUS") they identified. of the assets and liabilities allpcated
X i thereto to the separate financial
The directors tested the reporting-date statements;
carrying amounts for impairment by
comparing the carrying amount of the CGUs
to which the intangible assets with a finite
useful life were allocated to their recoverable
amount.

They estimated the recoverable amount

— checking any discrepancies between the
previous year historical and business
plan figures, in order to check the
accuracy of the forecasting process;

— analysing the criteria used to identify the
CGUs and tracing the carrying amounts

— assessing the main assumptions used by
the directors to determine the CGUs’
value in use and comparing them to the
information acquired externally, where
available;

based on value in use calculated using the - a§sessing the appropriat_eness of the_
disclosures about intangible assets with

i h fl I
dlsco.unted cas . ow m'ode a finite useful life and the related
Impairment testing requires complex impairment tests.
valuations and a high level of judgement,
especially in relation to:
— the CGUs’ expected cash flows,
calculated by taking into account historical
cash flows, the general economic
performance and that of group’s sector and
the directors’ forecasts about its future
performance;
— the financial parameters to be used to
discount the cash flows.
For the above reasons, we believe that the

measurement of intangible assets with a
finite useful life is a key audit matter.
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Other matters

Comparative figures

The bank’s 2020 separate financial statements were audited by other auditors, who
expressed their unqualified opinion thereon on 4 March 2021.

Responsibilities of the bank’s directors and board of statutory auditors
(“Collegio Sindacale”) for the separate financial statements

The directors are responsible for the preparation of separate financial statements that
give a true and fair view in accordance with the International Financial Reporting
Standards endorsed by the European Union and the Italian regulations implementing
article 9 of Legislative decree no. 38/05 and article 43 of Legislative decree no. 136/15
and, within the terms established by the Italian law, for such internal control as they
determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

The directors are responsible for assessing the bank’s ability to continue as a going
concern and for the appropriate use of the going concern basis in the preparation of
the separate financial statements and for the adequacy of the related disclosures. The
use of this basis of accounting is appropriate unless the directors believe that the
conditions for liquidating the bank or ceasing operations exist, or have no realistic
alternative but to do so.

The Collegio Sindacale is responsible for overseeing, within the terms established by
the Italian law, the bank’s financial reporting process.

Auditors’ responsibilities for the audit of the separate financial statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISA ltalia will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISA ltalia, we exercise professional judgement
and maintain professional scepticism throughout the audit.
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We also:

— identify and assess the risks of material misstatement of the separate financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control;

— obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the bank’s internal control;

— evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the directors;

— conclude on the appropriateness of the directors’ use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the bank’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the
related disclosures in the separate financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or
conditions may cause the bank to cease to continue as a going concern;

— evaluate the overall presentation, structure and content of the separate financial
statements, including the disclosures, and whether the separate financial
statements represent the underlying transactions and events in a manner that
achieves fair presentation.

We communicate with those charged with governance, identified at the appropriate
level required by ISA ltalia, regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have
complied with the ethics and independence rules and standards applicable in Italy and
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the separate financial
statements of the current year and are, therefore, the key audit matters. We describe
these matters in our auditors’ report.
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Other information required by article 10 of Regulation (EU) no. 537/14

On 2 April 2020, the bank’s shareholders appointed us to perform the statutory audit
of its separate and consolidated financial statements as at and for the years ending
from 31 December 2021 to 31 December 2029.

We declare that we did not provide the prohibited non-audit services referred to in
article 5.1 of Regulation (EU) no. 537/14 and that we remained independent of the
bank in conducting the statutory audit.

We confirm that the opinion on the separate financial statements expressed herein is
consistent with the additional report to the Collegio Sindacale, in its capacity as audit
committee, prepared in accordance with article 11 of the Regulation mentioned above.

Report on other legal and regulatory requirements

Opinion on the compliance with the provisions of Commission Delegated
Regulation (EU) 2019/815

The bank’s directors are responsible for the application of the provisions of
Commission Delegated Regulation (EU) 2019/815 with regard to regulatory technical
standards on the specification of a single electronic reporting format (ESEF) to the
separate financial statements to be included in the annual financial report.

We have performed the procedures required by Standard on Auditing (SA lItalia) 700B
in order to express an opinion on the compliance of the separate financial statements
with Commission Delegated Regulation (EU) 2019/815.

In our opinion, the separate financial statements have been prepared in XHTML
format in compliance with the provisions of Commission Delegated Regulation (EU)
2019/815.

Opinion pursuant to article 14.2.e) of Legislative decree no. 39/10 and article
123-bis.4 of Legislative decree no. 58/98

The bank’s directors are responsible for the preparation of the reports on operations
and on corporate governance and ownership structure at 31 December 2021 and for
the consistency of such reports with the related separate financial statements and
their compliance with the applicable law.

We have performed the procedures required by Standard on Auditing (SA lItalia) 720B
in order to express an opinion on the consistency of the directors’ report and the
specific information presented in the report on corporate governance and ownership
structure indicated by article 123-bis.4 of Legislative decree no. 58/98 with the bank’s
separate financial statements at 31 December 2021 and their compliance with the
applicable law and to state whether we have identified material misstatements.

In our opinion, the report on operations and the specific information presented in the
report on corporate governance and ownership structure referred to above are
consistent with the bank’s separate financial statements at 31 December 2021 and
have been prepared in compliance with the applicable law.

370 | Financial Statements 2021



» BFF

BFF Bank S.p.A.
Independent auditors’ report
31 December 2021

With reference to the above statement required by article 14.2.e) of Legislative decree
no. 39/10, based on our knowledge and understanding of the entity and its
environment obtained through our audit, we have nothing to report.

Milan, 10 March 2022

KPMG S.p.A.
(signed on the original)

Roberto Spiller
Director of Audit
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Resolutions of the Ordinary Shareholders’ Meeting

"The Shareholders' Meeting of BFF Bank S.p.A., having considered the annual report presented by the Board
of Directors, the report of the Board of Statutory Auditors and the report of the independent auditors, and
having examined the financial statements for the year ended December 31, 2021, and having considered the
Group's consolidated financial statements

resolved

i) to approve the financial statements for the year ended December 31, 2021, along with the annual report
presented by the Board of Directors, which report a net profit for the financial year of Euro 164,289,349
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