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The artworks depicted in these pages were created by the artist
Gianfranco Pardi and are part of the Farmafactoring Foundation's
contemporary art collection.
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permanently exhibited at BFF's Italian offices in Milan and Rome.
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the works of Valerio Adami, Franco Angeli, Enrico Baj, Lucio Del Pezzo,
Gianfranco Pardi, Mario Schifano and Emilio Tadini. From the mid-sixties
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making use of a rich variety of resources that are often put to the service
of a social and cultural activism. Indeed, this catalogue and the collection
itself tell the same story: the desire to be activists, not spectators of
those initiatives that create value for society.

The art volume, which will be distributed from spring 2021, represents
the first phase of a broader project that will promote the collection
abroad in a travelling exhibition in Europe in 2021-2022.
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Report on Operations Financial statements for the year Certification by the Report of the Independent Auditors’
ending 31 December 2020 Financial Reporting Board of Statutory Report
Officer Auditors

Corporate bodies

BOARD OF DIRECTORS

Chairman Salvatore Messina

Chief Executive Officer Massimiliano Belingheri
Vice Chairman Federico Fornari Luswergh
Directors Isabel Aguilera

Michaela Aumann

Ben Carlton Langworthy
Carlo Paris

Barbara Poggiali
Giorgia Rodigari (*)

The Board of Directors was appointed by the Shareholders’ Meeting held on April 5, 2018 and its term of office
will end on the date of the Meeting convened to approve the Financial Statements at December 31, 2020.

(*) Appointed following co-optation by the Board of Directors on December11, 2019 and confirmed asa member of the Committees—Remuneration,
and Control and Risks — by the Board of Directors on April 18, 2020, following confirmation of the appointment as a Director by the Shareholders'
Meeting on April 2, 2020.

BOARD OF STATUTORY AUDITORS

Chairperson Paola Carrara

Standing Auditors Marco Lori
Patrizia Paleologo Oriundi

Alternate auditors Giancarlo De Marchi
Fabrizio Riccardo Di Giusto

The Board of Statutory Auditors was appointed by the Shareholders’ Meeting held on April 5, 2018 and its term
of office will end on the date of the Meeting convened to approve the Financial Statements at December 31,
2020.

INDEPENDENT AUDITORS

PricewaterhouseCoopers S.p.A.

FINANCIAL REPORTING OFFICER

Carlo Maurizio Zanni
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Members of the following committees were appointed by the Board of Directors on April 5, 2018.

REMUNERATION COMMITTEE

NAME

QUALIFICATIONS

POSITION

Barbara Poggiali

Independent Director

Chairperson

Isabel Aguilera

Independent Director

Committee Member

Giorgia Rodigari

Non-Executive Director

Committee Member

COMMITTEE FORTHE EVALUATION OF TRANSACTIONS WITH RELATED
PARTIES AND ASSOCIATED ENTITIES

NAME

QUALIFICATIONS

POSITION

Carlo Paris

Independent Director

Chairperson

Michaela Aumann

Independent Director

Committee Member

Barbara Poggiali

Independent Director

Committee Member

NOMINATIONS COMMITTEE

NAME

QUALIFICATIONS

POSITION

Federico Fornari Luswergh

Independent Director

Chairperson

Isabel Aguilera

Independent Director

Committee Member

Ben Carlton Langworthy

Non-Executive Director

Committee Member

CONTROL AND RISKS COMMITTEE

NAME

QUALIFICATIONS

POSITION

Michaela Aumann

Independent Director

Chairperson

Federico Fornari Luswergh

Independent Director

Committee Member

Giorgia Rodigari

Non-Executive Director

Committee Member
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Report on Operations Financial statements for the year Certification by the Report of the Independent Auditors’
ending 31 December 2020 Financial Reporting Board of Statutory Report
Officer Auditors
BOARD OF DIRECTORS
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 FINANCE CODE
Salvatore Messina Chairman

Federico Fornari Luswergh*

Deputy Chairman

Massimiliano Belingheri

Chief Executive Officer

Isabel Aguilera Director
Michaela Aumann Director
Ben Carlton Langworthy Director
Carlo Paris Director
Barbara Poggiali Director
Giorgia Rodigari Director

1) Note that Mr. Fornari has held the position of Director within the Bank for more than 9 (nine) of the last 12 (twelve) years. The Regulation of the
BoD (Article 3.4.3, paragraph 8, e)) provides that while for the Corporate Governance Code this would result in no longer being able to comply

with the independence requirement, it is not in itself sufficient.

Furthermore, in order to assess independence, it is more important to consider the substance rather than the form, and taking into account
the high level of professionalism, experience and independence of Mr. Fornari, the Bank, has determined that holding the position of Company
Director for more than 9 (nine) of the last 12 (twelve) years under two different controlling shareholders and with the arrival at listing will not
influence his autonomy of judgement.
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Letter from the Chairman of the Board of Directors

Dear Shareholders,

The year just ended will certainly be remembered more than others in the history books. The Covid-19 pandemic
that moved west from China, arriving in our country first, has not only inexorably marked the world’s economies
and the lives of communities, but has also posed important new questions and required a high level of agility
and adaptability of the individual, businesses and governments.

Governments in particular had to take extraordinary action to support the economy, businesses, families and a
fundamental good such as the public’s health by intervening on national health systems, budget constraints and
by injecting liquidity into the system.

For the first time the entire public apparatus in Italy and throughout Europe has experienced remote work,
accelerating the digital transition that has been repeatedly invoked over the last decade.

Like governments, companies also had to deal with a different way of understanding teleworking, including
restrictions on mobility and social groupings, new family and personal equilibriums, all combining to put the
physical and mental health of workers to the test.

In this context we have acted and done our part, right from the early stages of the emergency. We took all the
measures necessary to protect the health of our employees, their families and the communities we operate in.
Likewise —to ensure the efficiency and quality of service that our customers have come to expect —we remained
fully operational throughout.

On the other hand, our business model - by its nature both solid and resilient — has allowed us to proceed along
the lines already detailed in the "BFF 2023" strategic plan, as this document will illustrate.

Our Group's rapid ability to adapt to emergencies and disruptions like those experienced in 2020 was also
possible thanks to the stability of the governance model, which is aligned with international best practices. For
BFF - which today stands out as one of the few public companies in the Italian landscape — this was essential
for its responsible and sustainable growth. In this sense, the renewal of the Board of Directors, which will be
approved by the Shareholders' Meeting in March 2021, also represents a further opportunity to ensure the
stability, inclusion and excellence of skills in corporate governance.

This pathway aligns with the Company's commitment to promoting the merit and diversity of gender,
experiences and contributions, starting with the percentage of women on our Board of Directors and in the
Group's management, as well as the 14 nationalities represented among our employees. We have long chosen
to invest in meritocracy and the promotion of excellence.

The above, together with listening to our stakeholders, staying close to customers both in Italy and abroad,
supporting the communities we operate in including through solidarity actions, initiatives aimed at scientific
research and culture for which we provide extensive documentation in the Non-Financial Statement, have all
allowed us to respond promptly to the many different impacts and facets of an emergency such as the Covid-19
pandemic.

COURTESY TRANSLATION Financial Statements 2020
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Officer Auditors

It was an honour for the whole Group to work side-by-side with customers with whom we were able to create
a useful product to guarantee the supply of medical devices to increase the intensive and sub-intensive care
stations of Italian hospitals, which at the time were dealing with the first wave of Covid-19. It is our way of
constantly developing responsible products and services, for the benefit of a just transition to sustainable and
inclusive models, even —and especially — at the most complex times.

The resilience and solidity of our business model are also based on an additional pillar of our corporate culture:
innovation. We have continued to invest in our infrastructure, in offices that are increasingly evolved and
sustainable.

We have always worked safely, including digitally. We guaranteed this to our customers, and also for them we
launched an online platform in Spain that combines non-recourse factoring and electronic invoicing services
with a considerable simplification of times and procedures. In Poland we successfully starting using digital
signatures, which — especially in a year like the one we just experienced — on the one hand has facilitated the
signing of commercial contracts remotely, and on the other has guaranteed something that is of primary
importance for us: people’s safety.

While the pandemic forced governments to close many borders, we wanted to remind ourselves of the
importance of a united Europe that looks to the future. Therefore we went ahead with our project of opening a
branch in Greece, making us one of the top three Italian banks for number of branches abroad.

The choice to diversify internationally, which began more than ten years ago with Spain —where the integration
of I0S Finance was also completed in 2020 - proved to be a winner, as shown by the economic results of these
years.

Last but not least, we announced the acquisition of DEPObank, an independent operator and leader in Italy in
securities services and banking payment services. This was a system operation, negotiated during the months
of the lockdown and tight restrictions, that will create BFF's leading Italian player in specialty finance, further
develop DEPObank's business and improve the availability of funding and capital to serve BFF's traditional
clients while maintaining its long-standing very low risk profile.

The Group's financial strength and its historic ability to constantly remunerate its shareholders with high levels
of profitability will be further strengthened.

Our dividend policy has been confirmed while still complying with the recommendations issued by the
Supervisory Body since — taking into account the Group's economic and financial situation, also in the context
of the pandemic — the effects of the aforementioned recommendations are to be understood as a mere delay.

2021 also brings a renewed regulatory framework characterized among other things by the entry into force of
the new definition of default, with all the operational derivations that this entails, and that we address with the
preparation, planning and execution capacity demonstrated in over 30 years of experience.

Here also the acquisition of DEPObank allows us, through broader funding and at an even lower cost, to
guarantee a better capital position that is further strengthened by the new regulatory requirements, which
also provide us with the opportunity to favourably change the weighting applied to the exposures owed to
government entities.
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Today we have a business model that is stable and highly specialised while also being more diversified
geographically and in its activities.

Confirming our ability to achieve excellent results even in crisis situations, 2020 was a year in which a slowdown
in the recovery of late payment interest was inevitable, also in view of the difficulties of public administrations
in the face of the health emergency and teleworking. The off-balance-sheet late payment interest reserve
increased to €681 million.

It has been a long year and many new, complex challenges lie ahead.
So, this letteris aninvitation to look forward to everything we can still achieve, knowing that we already achieved

so much during a complex 2020. This letter is also a thank you note to all those people —employees, customers,
investors —who made it possible.

Salvatore Messina

Chairman of the Board of Directors of
Banca Farmafactoring SpA
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Leader in Europe

BFF is the leading European financial services provider to suppliers of the Public Administrations.

The Group operates in nine countries — Italy, Croatia, Czech Republic, France, Greece, Portugal, Poland, Slovakia
and Spain - and, thanks to a consistent and disciplined strategy of international expansion, is now one of the top
three Italian banks for number of foreign branches.

For over 35 years BFF has ensured improved liquidity for government suppliers through improved credit
performance, DSOs and cost containment. With its non-recourse factoring and credit management services it
acts as a mitigating element in the context of a public system plagued by structural payment delays at various
levels and in most European countries.

The Group's core business falls within the framework of Directive 2011/7 EU, which places specific attention on
the relationship between creditor companies and the Public Administration, as also reaffirmed in the Resolution
of the European Parliament of January 17, 2019,: which includes the use of factoring among the corrective
measures, useful to ensure compliance with the Community Directive and support liquidity throughout the
value chain.

In fact, BFF offers a service that is highly tailored to the needs of its customers, aimed not only at guaranteeing
liquidity to them but also greater efficiency. Indeed, on the one hand non-recourse factoring is a tool that is able
to manage and finance working capital, and on the other hand it allows businesses to plan inflows and outflows
over time, also and especially in periods of economic crisis that involve a rationing of credit, as happened for
example in the course of 2020 due to the dramatic pandemic that has affected global healthcare, social and
economic systems.

In this context, BFF has always remained fully operational, working closely with its customers in Italy and abroad
to ensure the highest levels of efficiency and quality of credit purchasing and management services.

Services

The Group offers four main types of service:
1) Non-recourse factoring (in Italy, Spain, Portugal, Greece, Croatia and France);

2) Financing to healthcare providers and local governments in Central and Eastern Europe (in Poland, the Czech
Republic and Slovakia);

3) Credit management (in Italy, Spain and Portugal);
4) Online deposits in Italy, Spain, Germany, the Netherlands, Ireland and Poland.

2) https://www.europarl.europa.eu/doceo/document/TA-8-2019-0042_IT.pdf
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Financial statements for the year Certification by the Report of the Independent Auditors’
ending 31 December 2020 Financial Reporting Board of Statutory Report
Officer Auditors

Group History

Founded in Italy in 1985 on the initiative of a consortium of companies engaged in the pharmaceutical and
biomedical industry to manage the trade receivables of the Italian National Health Service, the Group has
grown to become the leading operator in the management and disposal of trade receivables due from Public
Administrations in Europe.

The international expansion of the Group began in 2010 with Spain, followed by Portugal (2014) in compliance
with regulations on the freedom to provide services, and then Poland, the Czech Republic and Slovakia through
the acquisition of the leading operator in public sector financing (2016).

This geographical diversification has continued over the years through the opening of branches in Portugal (2018)
and Greece (2020), where, as mentioned above, the Group already operated in compliance with regulations on
the freedom to provide services. Over the course of two years Croatia (2018) and France (2019) were also added,
expanding the scope of customers served, and the leading position in Spain was further strengthened through
the 2019 acquisition of 10S Finance, among the main competitors in the country.

35YEARS ATTHE SERVICE OF SUPPLIERSTO THE PUBLICADMINISTRATION
AND HEALTHCARE IN EUROPE

2020 ) LEADERIN EUROPA

BFF is the only pan-European platform — present in 9 countries — specialised in the
management and non-recourse purchase of receivables from the Public Administration
and national health systems.

2014-2019 » TRANSFORMATION INTO A BANK, LISTING AND
INTERNATIONAL GROWTH

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 10S Finance (2019).

2010-2013 P RESILIENCE DURING CRISES, INTERNATIONAL
EXPANSION 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.

1985-2009 » BFFISBORN

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.
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Acquisitionsinline withthe "BFF 2023" strategic plan continuedin 2020 with DEPObank, the leadingindependent
operator 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.

The operation, which will create the largest independent Specialty Finance operator in Italy, offers significant
opportunities for value creation thanks to the diversification of the business model into markets with attractive
growth levels, further boosting DEPObank's business, and access to a broad funding and capital base that will
enable the Group to serve its traditional customers even better.

The Operation is expected to be completed by the first quarter of 2021.

THE BANK AND ITS SUBSIDIARIES AS AT 12/31/2020

— Banca Farmafactoring S.p.A. —

100% 0%
100%

BFF Polska S.A. R .

L

BFF

DEBT-RNT

Ceska republika Central Europe
spzo.o.

S.r.o. S.r.o0.

Medfinance S.A.

Restrukturyzacyjna Kancelaria

Kancelaria Prawnicza Prawnicza

Karnowski i Karnowski i
Wspolnik sp. k. Wspolnik sp. k.
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The International Economic Landscape?®

The 2020 Covid-19 pandemic disrupted people's lives and slowed the European and global economies. Both
consumption and investment have fallen dramatically. Many governments were forced to adopt extraordinary
measures relating to public health that on the one hand have helped to protect many human lives and prevent
the collapse of healthcare systems, but on the other have certainly made it impossible for normal economic
life to continue, with repercussions on large parts of the economy. The launch of vaccination campaigns in
December 2020 has had a positive impact on the medium-term outlook. While the timing and intensity of the
recovery remain uncertain, with pandemic containment measures that are still ongoing and gradually lifting,
the recovery of economic growth is considered to be moderately positive in the second quarter and stronger in
the third quarter of 2021.

In July 2020 the European Council concluded an extraordinary meeting to address the effects of this
unprecedented crisis, proposing a stimulus package valued at €750 billion and called Next Generation EU
("NGEU"). According to simulations by the European Commission, the NGEU should have a positive effect on
EU growth, estimating a 2% increase in real GDP during the years of the stimulus package.

Quantitative Easing policies adopted by both the European Central Bank and the Federal Reserve allowed
interest rates in capital markets to decline even further, which encouraged investors' expectations for a faster
economic recovery. Moreover, access to capital for companies was also encouraged through bank loans on
favourable terms, always guaranteeing good levels of liquidity and solvency for financial institutions.

In September 2020 the ECB confirmed that it will continue to purchase assets under the Pandemic Emergency
Purchase Programme (PEPP) totalling €1,350 billion. This programme will continue until the end of June 2021 -
or at least for the duration of the Covid-19 pandemic — purchasing assets worth €20 billion per month.

Target Longer-Term Refinancing Operations (TLTRO IIl) will also continue to provide liquidity to euro area banks,
supporting the flow of credit to households and businesses.

The labour market has inevitably suffered. In Europe, measures were adopted to support national policies, such
as the EU Support to mitigate Unemployment Risks in an Emergency (*"SURE”), to limit job losses during the
pandemic.

Eurosistema expert forecasts from December indicate that GDP would fall by 7.3%in 2020, * with output growing
by 3.7% and 3.9% in 2021.° As mentioned above, these projections are subject to significant uncertainty and
high risk, depending on the evolution of the pandemic and the success of the vaccination campaigns that began
on December 27, 2020.

The speed of recovery will vary for each country. In fact, those whose economy is based on tourism have suffered
more and their economy is expected to remain weak for a longer period.

3) Source: European Economic Forecast - Winter 2021 (interim) Institutional Paper 144, 02/2020.
4)  Source: Bank of Italy Economic Bulletin no. 1, 2021.
5) Source: European Economic Forecast - Winter 2021 (interim) Institutional Paper 144, 02/2020.
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Inflation in the euro area is expected to reach 0.3% in 2020, 1.4% in 2021 and 1.3% in 2022.

Based on preliminary data, the change in consumer prices in December was -0,3 % over the 12-month period,
weighed down by the weakness in the prices of tourism-related services. According to Eurosistema expert
projections released in December, the change in consumer prices is expected to be 1.0% in 2021, rising to 1.1%
and 1.4% in 2022 and 2023, respectively.

In 2020, the general government deficit is expected to increase from 0.6% of GDP in 2019 to 8% in both the
euro area and the EU. This sharp increase largely reflects the work of automatic stabilisers and considerable
discretionary fiscal measures. In 2021 and 2022 the nominal deficit is expected to fall respectively to 2.3% and
1.5% of GDP in both areas due to the expected rebound in economic activity and the dissolution of most of the
temporary measures taken in response to the Covid-19 crisis. After registering a drop from its peak in 2014,
aggregate euro area debt to GDP is estimated to reach a new high of almost 102% in 2020 before continuing to
increase by about 1 percentage point in 2022.

Recent agreements between the United States and Great Britain on the terms of future cooperation and the
approval of the Recovery and Resilience Facility (the main recovery tool envisaged by the European Union's
Next Generation EU plan, which will provide early financial support through loans and grants for a total of €672.5
billion to help EU countries in the post-pandemic recovery) have improved economic growth expectations for
the first half of 2021.

BREXIT
Almost five years after the referendum, the agreement regulating the exit of the United Kingdom from the
European Union was finally signed on December 24, 2020.

Despite the significant and unavoidable impacts on financial and commercial relations, BFF’s operations have
not been affected by this event.

COURTESY TRANSLATION Financial Statements 2020

17



18

Financial statements for the year Certification by the Report of the Independent Auditors’
ending 31 December 2020 Financial Reporting Board of Statutory Report
Officer Auditors

The Economy, National Debt Stock and Public
Expenditures on Goods and Services in the Countries
the Bank Operates in

Italy

A) Economic trends

The Covid-19 pandemic and the resulting uncertainty that hit Italy generated a cyclical trend strongly linked to
the contagion and the consequent restrictive measures. In Italy, in fact, GDP declined by 5.3% in the first quarter
of 2020, and then dropped even lower with a decline of 13% in the second quarter. In contrast, in the third
quarter the country saw GDP growth of around 15.9% over the previous quarter. According to the most recent
indicators, GDP declined again in the last quarter of 2020 with the resurgence of the pandemic, registering a
decrease of about 3.5% from the previous quarter.®

Growth in the summer months of 2020 was higher than expected, indicating a significant resilience of our
economy thanks to an increase in both exports and domestic demand and an increase in consumer and business
confidence. However, at the end of 2020 the exacerbation of infections necessitated new containment measures
that slowed the economic recovery. The actual impact on the economy as well as the timing and intensity of the
recovery in production will depend on many factors, including the effectiveness of economic policies and the
results of vaccination campaigns.

Inflation trends reflected weak demand and falling oil and commodity prices, reaching -0.1% in 2020. Inflation
should still be very low in 2021, rising gradually to 1.2% in 20237

Overall, the Bank of Italy estimated a contraction in GDP of 9.2% in 2020, with a recovery of 3.5%in 2021, 3.8%
in 2022 and 2.3%in 2023.2

During 2020 the government ordered increases in spending, reductions in tax levies, measures to support credit
and mobilised significant resources at a national level. European institutions promptly activated the general
safeguard clause of the Stability and Growth Pact and made state aid rules more flexible.

Significant support for economic activity came from budgetary policy and the use of European funds available
under Next Generation EU (NGEU). Italy will adopt a strategy involving more than €300 billion, drawing on the
€210 billion of NGEU programme resources supplemented by the funds allocated by the 2021-2026 budget.
Cassa Depositi e Prestiti estimates that by 2026, the final year of the Recovery Plan, the programme will lead
to an increase in Italian GDP of up to three percentage points compared to the expected GDP without NGEU
resources.’

6) Bank of Italy: Economic Bulletin no. 1-2021.

7)  Bank of Italy: Economic projections for the Italian economy - Eurosistema coordinated exercise.
8) Bank of Italy: Economic Bulletin no. 1-2021.

9)  MEF: Next Generation Italy, the Plan to design the country's future.
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In parallel with the measures taken by the government, the ECB intervened with interest rate cuts, bank credit
support measures and purchases of public and private securities.

Moreover, Italian banks continued to meet the demand for funds from companies. Supply conditions remained
relaxed due to continued support from monetary policy and government guarantees. The overall increase in
loans appears to have largely met the liquidity needs of companies resulting from the Covid-19 emergency.
Furthermore, by stabilising the financial conditions of households and businesses, support measures have — at
least temporarily — slowed new insolvencies.

B) Needs of the national healthcare, state and public sectors

With regard to the state sector, in 2020 there was a need for approximately €158.8 billion, an increase of about
€117.5 billion compared to 2019, which closed with a need of €41 billion. The largest increase occurred in the
central government.

Specifically, the increase in disbursements was mainly caused by state interventions to support the economy,
hit by the lockdown.

As regards public expenditures on goods and services, in the Economy and Finance Document (EFD) it was set
at a level of around €159 billion for 2020. Expenditures are expected to decrease in the three-year period 2021-
2023 to around €154 billion a year. This evolution is affected by the higher expenses in the year 2020 resulting
from Italian Decree Law “Cura Italia” no. 18/2020, which will no longer be in place in the following year.

The level of national healthcare requirements was set for the three-year period 2019-2021 at €114.4 billion,
with planned increases of €2 billion for 2020 and a further €1.5 billion for 2021. Following the Covid-19 health
emergency, as confirmed by the 2020 EFD, the government took measures that increased the standard
healthcare needs at 119.6 billion for 2020.

For 2021 the requirement was increased to €121.3 billion as a result of Italian Law no. 178/2020. Regarding the
trend of state healthcare spending, the 2020 EFD forecast expenditures of around 120.8 billion, which will grow
in the following three years to 121.9 billion in 2021, 122 billion in 2022 and 122.5 billion in 2023.%

For2021, the NADEF' —EFD update note —set a target for net borrowing (deficit) equal to 7% of GDP. Compared
to the current legislation, which establishes a deficit ratio of 5.7%, there is therefore room for an expansionary

manoeuvre equal to 1.3% of GDP, i.e. more than €22 billion.

The forthcoming Budget Law and the Recovery and Resilience Facility grants will total approximately 2% of
GDPin 2021.

10) 2020 Economy and Finance Document.
11) MEF: 2020 EFD update note.
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It should be noted, however, that the Covid-19 emergency has placed considerable financial stress on both
public and accredited private healthcare companies. More than 30,000 new staff have been hired permanently
by the healthcare system. The cost of increasing the number of ICU beds for a total of €1 billion means that the
additional financial resources have already been absorbed.

It is likely that by virtue of these important investments in factors within the healthcare system, in the coming
years the system will be committed to increasing the financial flows used to cover these costs at the expense
of an improvement in payment times on the purchasing processes related to external factors (goods and
services). Hence the importance of an instrument such as non-recourse factoring and proper and efficient credit
management, which can support healthcare providers with a view to offering a tangible support to the liquidity
of the entire supply chain.

C) Regional healthcare service: repayment plans*

In order to control the economic-financial equilibrium, in the healthcare sector the Regions can be subjected to
repayment plans that, based on the regional recognition of the causes that structurally led to the emergence of
significant management deficits, selectively identifies and addresses the various problems that have emerged
in the region itself.

This procedure has been adopted in seven regions in Italy: Abruzzo, Apulia, Calabria, Campania, Lazio, Molise
and Sicily, of which two — Calabria and Molise — have been placed under an external commissioner.

If periodic checks performed by boards monitoring the repayment plans find any non-compliance by the
Regions, the Council of Ministers initiates the procedure to place an external commissioner in the Region.

For these regions, the acting commissioner makes sure that the repayment plan continues.

Currently a particularly difficult deficit situation has been addressed by Italian Decree Law 35/2019 (so-called
“Calabria Decree”), whose first chapter is entirely dedicated to special provisions for the Calabria Region, aimed
at restoring compliance with the essential levels of healthcare, as well as ensuring the achievement of the
objectives of the regional health service deficit recovery plan according to the relevant operational programmes.

All the actions proposed by the decree constitute extraordinary regulatory measures taken for a period limited
to 18 months, all intended to help restore Calabrian healthcare to a "normal” administrative situation.

In November 2020 the Council of Ministers approved Decree Law no. 150/2020 that introduces new urgent
measures for the relaunching of the health service in Calabria. The decree provides for the strengthening of the
powers of the acting commissioner, assigning the task of implementing the operational programmes for the
continuation of the regional health service's deficit recovery plan and achieving the objective of restoring an
economic, financial and accounting equilibrium. The objective is to structurally strengthen the hospital health
service, adequately address pandemic emergencies such as the ongoing Covid-19 emergency and ensure an
increase in intensive care hospitalisation and areas with a high intensity of care.

12) http://www.salute.gov.it/portale/pianiRientro/homePianiRientro.jsp
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Expenditures by the region up to a maximum of €60 million were authorised for each of the years 2021, 2022
and 2023, subject to the signing of the specific Agreement between the State and the regions.

On January 24, 2020, with Italian Presidential Decree of December 5, 2019, the commissioner was ordered to
leave the Campania region.

With the Resolution of March 5, 2020 and the following joint assessment of the board meetings held on July 22,
2020, the commissioner was ordered to leave the Lazio region. An interministerial board will remain active for
another two years, monitoring the accounts of the region and ensuring the maintenance of acceptable ELAs
(Essential Levels of Assistance).

With regard to distressed local authorities, the emergency regulations did not change the ordinary provisions.
There remains a prohibition against initiating enforcement proceedings against defaulting debtors for debts
falling within the general liabilities, as envisaged in the consolidated law on local authorities.

D) Public Administration payment times

With regard to the data on general government trade debts, according to the latest —still partial - data published
by the MEF relating to Q1 2020, made available in June 2020, invoices were recorded for approximately €42
billion, of which €24 billion were unpaid. Other information on the P.A.'s trade debt payments for 2020 has yet
to be published.

For a complete annual analysis reference should be made to the year 2019, which closed with 29.1 million
invoices for an amount of approximately €163.3 billion (of which €148.2 billion actually payable). The Trade
Receivables Platform (TRP) recorded payments of 24.5 million invoices, for a total of 140.4 billion (including the
estimated share), which corresponds to 94.8% of the total (net of VAT and suspended and unpayable amounts).
Therefore, for 2019 there were approximately 23 billion in total unpaid invoices divided between the P.A., the
National Health Service and Municipalities, or about 8 billion considering the figure net of VAT and suspended/
non-payable amounts.?

However, the data made available so far by the Ministry of Economy through its website only show the amount
of cash receipts as a proportion of the invoices settled by public administrations during the period (and not the
total invoices issued), without any reference to the age of unpaid and/or outstanding receivables.

Therefore, while there has clearly been animprovement in payment times —also thanks to the liquidity advances
guaranteed by the decree-laws referred to in the previous pages — further steps must be taken with respect to

presentation and compliance with the payment times envisaged by the European Directive.

Late payments in commercial transactions weigh heavily on European companies, not just Italian firms,
negatively impacting their financial efficiency and growth, especially in times of crisis such as now.

13) MEF: Public Administration trade payables: analysis of payment times - 2019 figures.
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Community Directive 2011/7/EU was created to protect creditors' rights, especially with respect to the biggest
and strongest entities in terms of contractual power, in order to avoid mechanisms of forced financing of debtors
by creditors. In fact, it is precisely due to the objective position of strength enjoyed by Public Administrations
that Directive 2011/7/EU provides for mandatory maximum terms for payments, as well as the payment of
default interest (Late Payment Interest or LPI).

In this context and with reference to the incorrect or non-application of that Directive, the European Commission
has opened infringement procedures against Italy, Greece, Portugal, Slovakia and Spain.

EU COURT OF JUSTICE ON DIRECTIVE 2011/7 - INFRINGEMENT PROCEDURE 20142143

In January 2020 the EU Court of Justice ruled that Italy had violated Directive 2011/7 on combating late pay-
ments in commercial transactions. In the judgement of the Court, Italy was held liable for non-compliance
with the payment deadlines — which must not exceed 30 or 60 calendar days, as envisaged in art. 4(3) and
(4) of the Directive — by the entire Public Administration, when it owes money.

It is recalled that the European Commission sent a letter of formal notice on June 19, 2014 following com-
plaints lodged by Italian companies and associations. At the request of the Commission, Italy submitted
bi-monthly reports on the actual government payment times. However, it was found that the reports did
not comply with Article 4 of Directive 2011/7 and a reasoned opinion was issued on February 16, 2017. Con-
sidering that the reply to the reasoned opinion received on April 19 of the same year by the Italian State was
not sufficient, the Commission filed the lawsuit in question, which concluded in 2020 with the judgement of
the EU Court of Justice.

E) The Factoring Market in Italy

Factoring, in Italy, has boosted the financial support provided to the real economy and supported the economic
growth of the country during a phase in which loans offered to companies by banks and financial companies
have remained substantially stable. While national debt and impaired loans narrow the margin of manoeuvre of
the state and financial intermediaries, factoring distinguishes itself for the lower risk involved, as validated by a
modest non-performing loan percentage.

In this context, BFF's market share in terms of outstanding relative to the Public Administration sector was
27.7% at December 2020. The share is equal to that of September 2020 and lower than what was held at the
end of 2019 (31.1%). Within Public Administration subsectors, in December BFF held a market share of 32.3%
of local government outstanding, and 42% referring to the National Health Service.

The figures available for the factoring market in Italy for the month of December 2020, prepared by Assifact
(Italian Association for Factoring) based on a sample of 33 companies, show a decrease in cumulative turnover
(-10.83% compared to the same month in the previous year) and in outstanding (-6.08% compared to the same
month in the previous year). More specifically, cumulative turnover amounted to €227.8 billion (of which €181
billion related to non-recourse), and outstanding amounted to €62.2 billion (of which €46.8 billion related to
non-recourse).
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Turnover followed the trend of companies' sales, normalising in the fourth quarter of the year. Non-recourse
receivables accounted for 79.4% of the total. Furthermore, in Q4 2020 there was a net change in advances of
approximately +€8 billion, which brought outstanding advances disbursed in December 2020 to over €50 billion
intotal. During 2020, purchases of trade receivables due from the public administration accelerated, amounting
to over €27 billion. Outstanding receivables from public bodies at year-end amounted to €9.2 billion, of which
€4 billion were overdue. Finally, gross impaired receivables stood at 4.05% and non-performing loans remained
at low levels of 1.8%.

Overall, even in the year of Covid, factoring continued to fully support the working capital of companies,
contributing to the stability of the production system with a view to a post-pandemic recovery.

The expectations of sector operators and Assifact members for 2021, while prudent, see a return to turnover
growth of about 2.8% per year, after a negative first quarter estimated at about -3.14%.

F) Split Payments

With regard to split payments, already commented on in previous years, it should be noted that this mechanism
was introduced in 2015 with the "2015 Stability Law” and renewed in 2017 as an exception to the Community
scheme. On June 22, 2020 the European Commission proposed the extension of the Split Payment to the
European Council, initially scheduled for 12/31/2023 and then brought forward to June 30, 2023. This extension
was authorised on July 24, 2020 by the European Council.

Remember that with split payments it is the public entities —and no longer the suppliers — that must pay VAT to
the tax authorities on certain sales of goods and on services rendered to those entities. The payment of invoices
is therefore split between the tax authorities, with regard to VAT, and the supplier, for the taxable amount.

Companies that provide goods and services to entities that make split payments mainly face two types of
problems: 1) a permanent VAT credit position and 2) a reduction in liquidity. The total loss of liquidity suffered
by Italian companies following the introduction of the split payment is estimated for 2019 at approximately
€12.3 billion (source I-Com).

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 offering Deposit Accounts since 2019.

Public spending for 2019 as a whole amounted to €222.6 billion, of which €29.9 billion can be attributed to
expenditures on public administration goods and services, and €9.9 billion can be attributed to social transfers in
kind, up 7.5% compared to 2018 (€207 billion, of which €28.2 billion can be attributed to expenditures on public

administration goods and services, and €9.1 billion can be attributed to social transfers in kind).

Real GDP projected for 2020 is estimated at around €422 billion, with one of the lowest rates of decline in
Europe, -3.4% compared to 2019. The IMF expects a recovery of 2.7% in 2021.
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The nominal budget deficit ended 2019 up €3.7 million, or 0.7% of GDP.

The National Bank of Poland (*"NBP”) has been supporting an expansionary monetary policy since 2014 in order
to cope with weak prices (signalling a potentially deflationary situation) and to revitalise the economy.

On April 9, 2020, NBP reduced the interest rate of reference by 50 basis points, followed by other 40bps on May
28, 2020. The euro/zloty exchange rate also dropped during the period in question.

Based on Eurostat data, gross public debt continued to fall from over 50% of GDP in 2017 to 48.8% of GDP in
2018 and 45.7% in 2019 thanks to strong nominal GDP growth and relatively low nominal deficit.

With regard to public expenditures, the National Health Fund budget of the Ministry of Health agency will
have to address the problems related to the decrease in revenues from health contributions due to rising
unemployment. The latest IMF forecasts estimate that unemployment will rise from 3.3% in 2019 to 3.8% in
2020 and to 5.1% in 2021.

With regard to the Covid emergency, the Polish Government has:

p Introduced a Liquidity Package through the NBP to maintain liquidity in the banking sector, and reduced the
basic interest rate and the minimum reserve rate;

p Introduced a "crisis shield” with the aim of providing assistance through support to local entities for current
expenses and investments of PLN 212 billion and PLN 7.5 billion in the National Health System;

b Allocated resources to provide state guarantees and allow for moratoria on credit transactions;

P With respect to fiscal measures, supported domestic demand with direct transfers to households and
suspensions of tax deadlines for employees.

On June 28, 2020, with a delay of about 1.5 months due to the Coronavirus health emergency, presidential

elections were held. In the run-off the most voted candidate with 51% of the preferences was the incumbent
president Andrzej Duda, first elected in 2015.

Spain

BFF Banking Group started operating in the non-recourse factoring sector of the Spanish market in 2010 and
consolidated its leadership position thanks to the acquisition of IOS Finance, one of its main competitors (now
merged by incorporation into BFF Finance Iberia), at the end of 2019. Credit management is also provided by
BFF to customers in Spain.

In Spain the Group also operates with a branch offering Deposit Accounts.

Despite some slowdown, for the sixth yearin a row real GDP in Spain grew by 2.0% in 2019, above the Euro Area
average of 1.2%. GDP was equal to about €1,200 billion in 2019.

Overall, the IMF expects a slowdown in real GDP growth, which is forecast at -11.0% in 2020, with a recovery of
5.9% in 2021.
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Employment growth in 2019 had offered some hope, recording the lowest unemployment rate since 2007
(when it was 8.2%), down to 14.1% against 15.3% in 2018. However, the IMF forecasts confirm a sustained
increase t0 16.8% in 2020 and 17.5% in 2021.

As for the gross national debt, in 2019 the ratio to GDP decreased further to 95.5% compared to 97.4% in 2018.
This decline was driven mainly by nominal GDP growth.

Public spending for 2019 as a whole amounted to €523 billion, of which €63.9 billion can be attributed to
expenditures on public administration goods and services, and €32.8 billion can be attributed to social transfers
in kind, up 4.4% compared to 2018.

To combat the Coronavirus, the Spanish government has introduced the following measures:

p In 2020 a total of €39,076 million was allocated to supplier payments, €9,611 million more funding than
in 2019. Moreover, regional governments received additional funding of €16,000 million, €8,000 million of
which were already spent in 2020.

Regions that have not applied for FLA funding include Madrid, the Basque Country and Navarre.

b A fiscal package to support domestic demand (e.g. direct transfers to households, suspensions of tax
deadlines) and the introduction of state funding and guarantees for companies;

b Allocation of resources for state guarantees on loans and moratoria for credit transactions.

In this context, the implications for the Group have led to a reduction in the DSO of the PA and an increase in
collections.

Moreover, the government has approved further transfers to the Social Security Funds (FSS) amounting to
€17.5 billion.

In order to counter the crisis caused by the pandemic, Spain has decided to reject the ESM European Stability
Mechanism, also known as the rescue fund, in order not to further increase its public debt, while hoping to
receive about €70 billion in grants from the Recovery Fund.

After 10 months of stalemate, during which Spain went without a government — even though in November
2019 the country held its fourth election in 5 years, just six months after the last one - on January 7, 2020,
the socialist Pedro Sanchez Castejon finally won a vote of confidence in Parliament with a left-wing executive
formed by PSOE and Unidas Podemos, with the external support of some regionalist parties. This is the first
coalition government in the history of Spanish democracy.

On December 22, the Spanish senate approved the budget law proposed by Prime Minister Sdnchez, generating
consensus since the last approved budget dates back to 2018.
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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.

Portugal's 2019 real GDP growth of 2.2% remained broadly in line with 2018 levels, but is expected to shrink by
10% in 2020. GDP was equal to about €200 billion in 2019. The estimate of the European Commission for 2021
is growth of 4.1% and 4.3% in 2022.

For the unemployment rate, the IMF estimates an increase of 8.1% from 6.5% in 2019. The situation is expected
to gradually return to normal in 2021 (7.7%).

Based on Eurostat data, after a significant decline of 4.6% in 2018, the Portuguese gross public debt-to-GDP
ratio declined even more in 2019 to 117.2%.

With regard to the budget deficit, the data confirm a substantial improvement and a shift into positive territory,
amounting to €0.2 billion (+0.1% of GDP) compared to -€0.7 billion (-0.4% of GDP) in 2018.

Public spending for 2019 as a whole amounted to €90.9 billion, an increase of 2.5% compared to 2018, of which
€11.2 billion can be attributed to expenditures on public administration goods and services, and €4.0 billion can
be attributed to social transfers in kind.

In order to counteract the economic impacts of the pandemic, in 2020 the Portuguese government injected a
total of €306.6 million into NHS institutions for the settlement of residual debt with suppliers.

Furthermore, the government presented the European Commission with a first draft of the National Recovery
and Resilience Plan (NRRP) indicating how the €13 billion of grants will be used in the Recovery Plan, with a
particular focus on green initiatives and the digital transition.

In this context, the impacts for the Group have been a slight increase in collections.

The elections in the Azores region held in November 2020 represented a setback for the socialist government,
losing an absolute majority due to a decline of 4% of the votes in a region where the party had ruled for 24 years.
In fact, on November 7, 2020 the centre-right opposition party of the Social Democrats (PSD) and the Popular
Party formed a coalition to govern the Region, also receiving the external support of the extreme right party

CHEGA, which, winning 5%, joined the regional government.

Finally, in January 2021 Portugal will assume the rotating presidency of the Council of the European Union.
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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.

After closing 2019 at around €194 billion (+1.9% compared to 2018), according to the IMF Greek real GDP is
expected to contract by 9.5% in 2020, mainly due to the unfavourable economic performance in the tourism
sector, before recovering only partially in 2021 (+4.1%).

Gross public debt peaked at 186.2% of GDP in 2018, and declined to 180.5% in 2019.

For the fourth year running the budget recorded a surplus of 1.5% of GDP in 2019. This development has led
to an improvement in Greece’s international credibility, with a corresponding reduction in government bond
yields.

At the end of May 2020, the State budget recorded a primary deficit of €4.84 billion compared to a target of
€43 million in surplus due to the impact of the State aid package, which included the deferral of tax and VAT
payments. Net government revenue was below the target of €14.5%, or €2.7 billion, for a total of €16.0 billion.

Public spending for 2019 as a whole amounted to €87.0 billion, equal to the previous year, of which €8.5 billion
can be attributed to expenditures on public administration goods and services, and €4.3 billion can be attributed
to social transfers in kind.

Note that capital controls introduced in July 2015 were lifted on September 1, 2019.
With regard to the Covid emergency, the Greek government introduced a government loan at the reference
rate of 109 bps for all companies that demonstrate a decrease in sales of at least 30% and have fewer than 500

employees as at March 30, 2020.

Greece is enjoying political stability: in July 2019 the right-wing Nea Dimokratia party led by the current Prime
Minister Kyriakos Mitsotakis, who has a solid majority, took over from the government of Alexis Tsipras' Syriza

party.
In December the government presented the European Commission with a draft that illustrates how the €32

billion coming from the Recovery Fund will be invested, of which about half in green and digital transformation
projects.

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.

In 2019 real GDP grew broadly in line with expectations of 2.9% to around €46 billion, but is estimated to
contract by 9% this year, with a presumed recovery of 6% in 2021.
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The debt-to-GDP ratio decreased from 74.3% in 2018 to 72.8% in 2019. Croatia reached an overall surplus of
0.4% of GDP in 2019, with an increase of 0.2% when compared to the previous year.

Public spending for 2019 as a whole amounted to €25.5 billion, an increase of 6.5% compared to 2018, of which
€4.5 billion attributable to expenditures on public administration goods and services, and €1.2 billion can be
attributed to social transfers in kind.

According to statements made by the Health Minister, as at September 30 the debt of the health system rose
to €1.83 billion, while the capital allocated is €861 per capita, whereas the average in the EU countries is around
€3,000.

In March the Croatian National Health Insurance Fund allocated an additional HRK 400 million to hospitals for
the payment of some older debts.

The NHS's DSOs are worsening, as around €20 million of new debt is generated each month.*

To counter the Coronavirus outbreak, the Croatian government approved a liquidity injection of HRK 500 million
into the national health system.

Croatia held presidential elections on December 22, 2019 (first round) and January 5, 2020 (second round).
Zoran Milanovi¢ (SDP, centre-left united), Prime Minister from 2012 to 2015, won 52.6% of the votes in the

run-off.

The most recent Croatian parliamentary elections were held on July 5, 2020 and saw the victory of incumbent
Prime Minister Andrej Plenkovi¢ of HDZ.

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.

Frenchreal GDP is expected to decline by 9.0%in 2020, compared to +1.5%in 2019. The IMF expects an increase
of 5.5% in 2021.

The deficit-to-GDP ratio of the French state increased from 2.3% in 2018 to 3.0% in 2019.
The gross public debt-to-GDP ratio is below 100%, equal to 98.1% in both 2018 and 2019.

No major impact is expected on the unemployment rate, estimated by the IMF at 8.9% in 2020 and rising in
2021 t010.2%, compared to 8.5% recorded in 20109.

Public spending as a whole remains the highest in Europe: €1,348 billion in 2019 (55.6% of GDP), up 2.5%
compared to 2018, of which €120 billion can be attributed to expenditures on public administration goods and
services, and €144 billion can be attributed to social transfers in kind.

(*) Source: Croatian Employers' Association - official letter to the Prime Minister
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France's Budget Law is very soft with a commitment to limit the annual increase in public spending to an average
of 0.4% through 2022.

To counter the Coronavirus outbreak, the French government introduced a €300 billion state guarantee that will
be applied to all funding granted from March 16, 2020.

The level of Coronavirus restrictions is expected to remain high throughout the first half of 2021. The main
measures relate to solidarity funds and exemption from social security contributions

On June 28 the second round of March municipal elections was held, postponed due to the pandemic. The
victors were the Greens — albeit in an election marked by 59% abstention — supported by several centre-left

coalitions, conquering the leadership of major cities such as Lyon, Marseilles, Bordeaux and Strasbourg.

Jean Castex, from the centre-right, has been the new Prime Minister since July 3.
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Covid-19: Impacts on the Bank

With regard to the management of the pandemic that affected all the countries that the Bank operatesin and all
the Group companies, the Bank's Board of Directors was kept constantly informed about the current emergency
situation and the consequent determinations that the Group adopted from time to time at its meetings of
February 25, 2020, March 25, 2020, March 30, 2020, May 28, 2020, June 24, 2020, September 24, 2020 and
October 28, 2020. The main issues that engaged the Board of Directors were as follows:

a) Business continuity of the Bank

The Bank has continuously monitored the situation and its operations have been guaranteed without any critical
situations. In this context, the Bank, which pays particular attention to operational risks, during its periodic Risk
Self Assessment and with the aid of the Risk Management Function collected the assessments of the Managers
of the various Organisational Units, noting a substantial increase in risk exposure resulting from the changes
imposed by the recent pandemic. Specifically, the advisors showed a greater concern for the risks related to
ICT and deriving from possible events of operational discontinuity, external IT threats and the unavailability of
specific applications. However, thanks to the strategy implemented by the Bank the respondents' perception
was not matched by a worsening of actual risks (both in terms of expected loss and internal capital) compared to
the previous assessment, and in any case not related to the emergency. In fact, the Bank has taken the necessary
measures to guarantee operations, and to date there have been no business continuity issues. Indeed, the ICT
structure was strengthened with expenditures that were offset by savings on travel, entertainment expenses,
utilities and consumables.

ICT staff monitored the services rendered by companies which important organisational functions are
outsourced to and did not detect a deterioration in the quality of service in terms of the availability of IT systems
to support them.

Moreover, all key suppliers were required to take measures specific to the services performed for BFF. On the
cybersecurity front, the Bank has periodically communicated to its employees about possible fraud and the
conduct necessary to avoid exposing the companies to any risks. For this purpose, mandatory online training
has been made available to all employees.

During the last few months, meetings of the Security Committee have been held on a regular basis. During
these meetings it was decided to have all Bank employees work from home. These choices were made before
the obligations imposed by the governments of the countries the Bank operates in.

To date:
p Staff are fully operational, working remotely (all personnel are equipped with the tools needed to telework);

b 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 Bank's operations — is in fact subject to tracking and evaluation/resolution in a
specific internal application.

Finally, it should be noted that the Bank, as Parent Company, has adopted a "Protocol regulating measures for
combating and limiting the spread of the Covid-19 virus in the Banking Group's workplace”. This protocol is part
of the measures envisaged by the emergency legislation issued by the government starting from the declaration
of the state of emergency on January 31, 2020. The safety measures indicated in the protocol are monitored and
verified by a specific internal Committee composed of the Safety Delegate, the Head of the Human Resources
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Function, the Head of the Prevention and Protection Service and the Company Physician in order to ensure that
they are kept up to date in light of any new regulatory or contractual actions between the social partners, and in
any case in order to verify their effectiveness on site. The safety measures indicated in the protocol apply to all
the Bank's offices and, where compatible with local legislation, to the offices of the Banking Group companies.

With regard to the international markets that the Bank operates in:

p The Bank has implemented policies on the safety of personnel and the working environment similar to those
adopted in Italy, defining a specially designed protocol disseminated at a Group level;

b With regard to commercial and credit management, in view of gradual reopenings teams are allowed to
plan meetings with customers, prospects and debtors within the country, subject to authorisation by the
Managers. However, international travel is not allowed.

b) Initiatives in support of communities and businesses

As better specified and presented in the Non-Financial Statement, which illustrates all the initiatives carried out
by the Group in the field of ESG (environmental, social, governance), it is recalled that in 2020 BFF confirmed its
daily commitment to sustainable development in the communities and regions it operates in. This commitment
became even stronger in March, when the Covid-19 emergency exploded.

With Italy and Spain at the top of the list in Europe for the number of infections, BFF chose to act quickly, in line
with the many requests of employees who wanted to contribute personally in support of the health emergency.

The intervention was therefore both direct, through donations from the Group, and indirect, with fundraising
that also involved the participation of Group employees.

Beneficiaries of these donations were:

p The Lombardy Region, which had opened a bank account dedicated to supporting the efforts of healthcare
personnel battling the virus on the front lines. BFF's donation was specifically used to purchase electronic
equipment for new intensive and sub-intensive care units;

p the Municipality of Madrid, which had activated the “Programa Ayuda a Madrid Covid-19", allocating funds to
the needs deemed most urgent by the administration in dealing with the pandemic;

b the Generalitat de Catalunya, which had launched the “Donacions per fer front a la pandémia de la Covid-19"
fundraising initiative.

¢) The main commercial issues dealt with during the epidemic

First of all, it should be noted that the Covid-19 pandemic affected all the countries that the Bank operates
in offering non-recourse factoring and/or customer financing. The contagion afflicted the Portugal, Spain,
Croatia and France more strongly, countries where the ratio between the number of Covid-19 cases and the
total population is significantly higher than others. The following table shows the percentage of the population
affected by the virus ordered by number of cases.
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Country Number of Covid-19 cases Population Number of Covid-19 cases/

Population
Portugal 770,502 10,295,909 7.5%
Spain 3,005,487 47,329,821 6.4%
Croatia 236,333 4,058,165 5.8%
France 3,304,356 67,098,824 4.9%
Italy 2,655,319 60,244,639 4.4%
Poland 1,563,645 37,958,138 4.1%
Greece 166,067 10,709,739 1.6%

Source: WHO for number of Covid-19 cases, data updated as at February 11, 2021. Eurostat, for demographic data.

Overall, the Bank continued to operate throughout the emergency, guaranteeing complete efficiency to existing
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.

With regard to volumes, there has been anincrease in demand for factoring services due to an increase in public
health expenditures to cope with the implications of the pandemic. In this context, the Bank has encountered
some difficulties in developing new business relationships since visits to customers have not been possible.

The inflow of liquidity to local governments has 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 legal activities, however, it should be noted that in 2020 all countries suspended procedural
deadlines (e.g. limitations, caducity, nullity, unenforceability). Due to the Covid pandemic, during some periods
of 2020 the courts managed the requests received in order of priority, and subsequently gradually restarted the
pending proceedings. On this point, as far as Italy is concerned see the paragraph below, "The extraordinary
regulatory environment which the Parent Company operated in”.

With regard to individual countries, the following management issues are of note:

ITALY

The Bank's relations with local authorities (especially municipalities) were affected by the critical issues related
to the blocking of local taxes ordered by the government. This led to a slowdown in the definition of settlement
agreements. Local authorities have not made financial commitments except for those with long repayments.
The obvious risk is that the sustainability of these repayment plans in light of diminished tax remittances can
push entities that are already in a situation of financial rebalancing into a state of bankruptcy.

Regarding the matter of serving debtors, the critical issues experienced during the lockdown in the first half of

2020 were eliminated during the course of the year, even if there continues to be a slowdown in late payment
interest collections due to the period of remote working by the Public Administration.
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PORTUGAL
There was a slight increase in collections.

To counteract the economic impacts of the Coronavirus, in 2020 the Portuguese government injected a total of
€306.6 million into NHS institutions for the settlement of residual debt with suppliers.

In Greece, Croatia and France the impacts on the Group were limited, mainly related to the development of new
customers in light of its recent entry into the countries.

d) Monitoring and control of Liquidity

To deal with the current health emergency, the Bank has put in place the necessary measures to monitor and
control the liquidity position.

Although these circumstances could be considered stressful and capable of generating liquidity issues, the
Group noted a substantial continuation of the previous situation. The implementation of measures aimed at
increasing the stability of funding led to a slight increase in the relative cost.

In the face of the emergency, the Bank (i) performs more frequent and more detailed stress analyses as well as
with increasing and variable impacts, (ii) maintains a greater share of assets freely available to meet unforeseen
liquidity needs, (iii) monitors the markets through banks it has relationships with, and (iv) increased the
frequency of monitoring changes in the collection trends of Public Administration debtors.

The Bank had already adopted its own Contingency Funding Plan (“"CFP"), approved by the Board of Directors
and the decision-making bodies of the Subsidiaries. This document illustrates the indicators and recovery
thresholds identified with respect to the liquidity coverage ratio (LCR) and the related escalation and decision
processes to be triggered in order to prevent and manage a possible liquidity crisis. The CFP indicators did
not identify situations of tension, notwithstanding the Covid-19 emergency. In fact, recovery options are
considered perfectly suitable to deal with the current health emergency, depending on their probability of
realisation and degree of effectiveness to cope with any situations of extreme stress on the Bank's capital and
liquidity.

e) Banca Farmafactoring S.p.A. Dividend Distribution

With regard to the recommendation of the European Central Bank (“ECB”) and the Bank of Italy (“Bol”)
not to distribute or make any irrevocable commitment for the payment of dividends for the years 2019 and
2020, on March 31, 2020 the Board of Directors of Banca Farmafactoring S.p.A. resolved to comply with the
aforementioned instructions, confirming the Group dividend policy and proposing the payment of the 2019
Expected Total Dividends equal to €70.9 million, subject to the end of the Covid-19 emergency and in any case
not payable before October 1, 2020.

This decision was confirmed by the Board of Directors on August 6, 2020 following the recommendations issued
on July 27 and 28, 2020 respectively by the ECB and the Bol, which extended the recommended restriction
period until January 1, 2021.

The BFF Board of Directors then took note of the recommendation of December 15, 2020 (the "ECB
Recommendation”) published by the ECB for the largest banks, and the similar recommendation issued
by the Bol on December 16, 2020, which also extended the effects of the ECB Recommendation (the "Bol
Recommendation”) to banks subject to the supervision of a national requlator. On December 17 2020, BFF

COURTESY TRANSLATION Financial Statements 2020

33



34

Financial statements for the year Certification by the Report of the Independent Auditors’
ending 31 December 2020 Financial Reporting Board of Statutory Report
Officer Auditors

submitted a request for clarification to Bol, highlighting certain arguments in support of the possibility of
proceeding with the distribution of dividends, as follows:

p The FAQs published by the ECB on December 15, 2020 appear to identify the parent companies of the CRR
Group as the addressees of the ECB Recommendation;

P The term "dividend" used in the Bol Recommendation refers only to “cash payments that have the effect of
reducing the level and quality of Common Equity Tier 1..."”, while the amount of the 2019 Total Dividends has
so far been excluded from the calculation of capital requirements (constituting a reserve not used for the
composition of these requirements);

p In the application for the acquisition of DEPObank, BFF informed Bol of its intention to proceed with the
distribution of an amount equal to at least €70.9 million starting from January 1, 2021, and the maintenance
of the dividend policy adopted. Given the numerous discussions that took place on the subject of the Group's
current and prospective capital, BFF also posited to the Bol that it considered the condition of "critically
checking its capital soundness and its self-financing capacity" to have already been ascertained, given that the
Bol and the ECB approved the acquisition in question.

In continuity with what has already been stated in the press releases of March 31, 2020 and August 6, 2020, on
December 22, 2020 BFF's Board of Directors therefore:

(i) Resolvedto convene the Shareholders' Meeting in ordinary session for January 28, 2021 in order to resolve on
the allocation of the 2019 individual profit (equal to €12.4 million), pending the outcome of the discussions
initiated with the Bol aimed at clarifying some aspects of the Bol Recommendation on the distribution of
dividends, without prejudice to the possibility of revoking the proposed resolution in the event of instructions
from the Bol contrary to the proposed distribution, and

(ii) Announced the possibility of convening the Board of Directors on the same date to resolve with respect
to the interim dividend of the 2020 individual profit (up to €58.5 million), in order to proceed — subject to
the aforementioned shareholders' resolution and the aforementioned discussions with the Bol — with the
distribution of the 2019 Total Dividends of €70.9 million.

Since during the month of January 2021 the Bol informed the Bank that it would not be able to provide a written
response to the request to proceed with the distribution of the 2019 Total Dividends before the date of the
Shareholders' Meeting of January 28, 2021, the BFF Board of Directors, which met on January 28, 2021, resolved
to confer a mandate on the Chair so that, during the ordinary Shareholders' Meeting convened for that same
date, the Chair might hold off on voting on the proposed resolution on the distribution of 2019 profits, confirming
the commitment to distribute the 2019 Total Dividend of €70.9 million as soon as possible, in compliance with
the instructions of the Supervisory Authority. All this in order to ensure the adoption of a prudent approach,
inspired by principles of compliance with supervisory standards —also in light of the approaches that, according
to the Bank, the smallest Italian credit institutions are taking — pending the written feedback from the Bol and/
or the publication of explanations that provide clarity also with respect to the scope of application of the Bol
Recommendation.
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f) 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 of receivables: considering the impact of the current Covid-19 emergency situation,

for the purposes of calculating impairment as at June 30, 2020, 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 were updated in June 2020 and provide the forecasted default rates for the 20 quarters
following the download date. The update at this date made it possible to incorporate the negative effects of the
Covid-19 pandemic, which are translated into a rather recessive Baseline scenario and consequently a further
adverse Mild Recession scenario.

With regard to the LGD curves, the lifetime LGD values updated up to June 2020 were obtained in order to
calculate values that incorporate the effects deriving from Covid-19.

Moreover, the Risk Management Function compared the macroeconomic scenarios of the external provider with
those provided by the Supervisory Authority (European Central Bank) in June 2020. The results of the analysis
showed that the scenarios used by the Bank are in line with those provided by the Supervisory Authority.

g) The extraordinary regulatory environment which the Parent Company operated in

To cope with the Coronavirus emergency, the Italian government took numerous extraordinary measures to
prevent and stem its spread and effects on the economy. These included urgent measures issued between
March and November aimed at supporting households, workers and businesses: Italian Decree-Law no. 11 of
2020, whose measures then merged into the next broader legislative intervention contained in Italian Decree-
Law no. 18 of 2020 Heal Italy (Italian Law no. 27/2020), Italian Decree-Law no. 23 of 2020 Liquidity (Italian
Law no. 40/2020), Italian Decree-Law no. 34 of 2020 Relaunch (Italian Law no. 77/2020), Italian Decree-Law
no. 104 of 2020 August, and lastly Italian Decree-Law no. 137 of 2020 Relief, Italian Decree-Law no. 149 of
2020 Relief-bis, Italian Decree-Law no. 154 of 2020 Relief-ter and Italian Decree-Law no. 157 of 2020 Relief-
quater.*

To ensure the efficient and rapid use of the support measures envisaged in the decrees, a task force was set up
between the Ministry of Economy and Finance, the Bank of Italy, the Italian Banking Association, Mediocredito
Centrale, the Ministry for Economic Development and SACE.

More specifically, the Decrees that have had the greatest impact on the Bank's operations in terms of legal
recovery of receivables are as follows:

a) First, Italian Decree-Law no. 11/2020 established the suspension of all hearings between March 9 and March
22, 2020.

b) Subsequently, Italian Decree-Law no. 18/2020 provided further and more incisive measures regarding legal
matters than those previously adopted.

14) https://www.camera.it/temiap/documentazione/temi/pdf/1210883.pdf?_1611763514331
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Italian Decree Law no. 34/2020 (so-called Relaunch Decree), to ensure that the national health service has the
liquidity necessary to carry out activities related to the emergency, established the suspension of enforcement
actions until December 31, 2020. Furthermore, Articles 115, 116 and 117 of the Relaunch Decree-Law provide
for the establishment of a Liquidity Fund for the payment of commercial debts of local authorities accrued as at
December31,2019.The aforementioned fund, called the "Fund to ensure liquidity for payments of certain, liquid
and payable debts”, has a budget of €12 billion for 2020. The Fund is divided into two sections corresponding
to two articles of the relevant chapter of the State budget: the first of the two sections is entitled "Section to
ensure liquidity for payments of certain, liquid and payable debts of local authorities and autonomous regions
and provinces unrelated to financial and healthcare matters” with an allocation of €8 billion; the second is
called “Section to ensure liquidity for regions and autonomous provinces for payments of certain, liquid and
payable debts of National Health Service entities” with an allocation of €4 billion.

To render the Fund immediately operative, the Ministry of Economy and Finance must stipulate an
agreement with Cassa Depositi e Prestiti S.p.A. within 10 days of the entry into force of the Relaunch
Decree-Law that will define, among other things, criteria and methods for local authorities and autonomous
regions and provinces to access the Fund's resources. The agreement will be published on the websites
of the Ministry of Economy and Finance and Cassa Depositi e Prestiti S.p.A. Pursuant to the Relaunch
Decree-Law, with a resolution of the Council, in the period between June 15, 2020 and July 7, 2020 local
authorities, regions and autonomous provinces may contact Cassa depositi e prestiti S.p.A. to request
the advance disbursement of liquidity from the Liquidity Fund. The requested advance can be returned
within a maximum period of 30 years, with the first reimbursement scheduled starting from 2022.
In order to maximise its collections, the Bank sent information to local authorities together with annual
reminder letters, reminding institutions of the possibility of using the Fund and making itself available
to draw up lists of certified invoices in order to support institutions in accessing the loan in question. In
the period between the establishment of the Fund and the end of 2020, 78 Local Authorities managed by
the Bank submitted a request for funds to Cassa Depositi e Prestiti. The amount of funds requested and
earmarked for the payment of payables to the Bank amounted to €76.7 million.

With Italian Decree-Law 104/2020 (the so-called August decree), Cassa Depositi e Prestiti and the MEF made
the granting of the liquidity advance available to local authorities to accelerate the payment of commercial
debtsaccrued asat December31, 2019. In October, the decree was converted into Italian Law no. 126.Thanks
to the new law, concrete support to public administrations for the payment of certain, liquid and payable
debts has beenrenewed. Once the contract has been stipulated, the public body receives liquidity from Cassa
Depositi e Prestiti within 7 days and pays its suppliers within 30 days. The repayment of the liquidity advance
is done over the long term, up to 30 years.=The new Italian Law no. 126 updates the provisions of the "2019
Budget Law” on the liquidity advance. In that case, the institutions had to repay the amount within the year,
making the effects on the Bank marginal at best. But now, considering the new 30-year deadline, the effects
could be more significant. With the so-called “August” Decree, the fund for local authorities was increased
by €1.67 billion for 2020 (€1.22 billion for municipalities and €450 million for provinces and metropolitan
cities). The total resources of the local authority fund therefore amount to €5.17 billion (of which €4.22
billion for municipalities); the fund for the autonomous regions and provinces was increased by €2.8 billion
for 2020 (£1.6 billion for autonomous regions and €1.2 billion for regular regions). The total resources for the
Regions fund amount to €4.3 billion (€2.6 billion for autonomous regions and €1.7 billion for reqular regions).
Moreover, the August decree provides forasuspension of all creditor enforcement actions against rebalancing
institutions until June 30, 2021, even if the actions had been initiated before the decree's entry into force.

15) CDP: Reopening of the liquidity advance terms for local authorities.
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Overall, the aforementioned regulations influenced the Bank's operations with respect to the recovery of
receivables in the follow ways:

a) Postponement of Hearings
All hearings were halted in the period from March 9, 2020 to May 11, 2020, and for the period from May 12, 2020
to June 30, 2020 more discretion was allowed, transferring organisational powers to judicial authorities.

Therefore, from March 9, 2020 to May 11, 2020 the hearings for civil and criminal proceedings pending at all
judicial offices were postponed to a date after May 11, 2020.

This also applies to mediation and assisted negotiation proceedings, as well as to all out-of-court dispute
resolution proceedings governed by the provisions in force.

Hearings relating to the Bank's legal actions were postponed to a date after May 11, 2020.

The court clerks communicated the mass postponements of all hearings, and the new dates were set well into
the future, especially in the courts that were already overwhelmed.

p With regard to the opposition to an injunction order in progress, the postponement necessarily entailed a
delay in obtaining any anticipatory sentencing measures as well as the conclusion of judgements already
at an advanced stage, since the deadline for the filing of judgements was also suspended. Consequently,
there was a lower propensity of debtors — especially in the health sector — to settle any disputes due to the
aforementioned delay.

b With regard to ordinary judgements, the postponements have led to a delay in obtaining any anticipatory
conviction measures. Again, the consequence has been a lower propensity of debtors — especially in the
health sector — to settle any disputes due to the aforementioned delay.

b With regard to enforcements, however, the postponement of the hearings of enforcement proceedings
made it impossible to obtain the assignment orders.

Said postponement of the hearings probably prevented the collection of the sums forecasted for 2020 based
on the expected assignment orders, and the freezing of the attachments led to the halting of the various
enforcement procedures at their current stages, whatever they might be, with a consequent delay in the
completion of the processes that would have allowed the Bank to collect the sums.

In order to prevent this occurrence, the Bank instructed external lawyers to file requests to move up the dates of
hearings where they were postponed too far into the future, or requests to solicit the actions of judges in cases
involving enforcements where only the assignment order must be issued and therefore it is possible to carry out
the activities electronically.

b) Suspension of terms
From March 9, 2020 to May 11, 2020 the terms for all acts of civil and criminal proceedings were suspended.

b With regard to petitions for injunction orders not yet issued, this suspension meant that they were issued at
the end of this suspension period and therefore the service to the debtors waited a further 40 days for them
to become enforceable (or for a challenge to be filed). This also slowed the out-of-court recovery activities of
the Debtor Management Office.
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With regard to the opposition to an injunction order in progress, this suspension necessarily entailed a delay
in obtaining any anticipatory sentencing measures as well as the conclusion of judgements already at an
advanced stage, since the deadline for the filing of judgements was also suspended. Due to the difficulty
in obtaining a means to require debtors to make payments, there has been a lower propensity of debtors —
especially in the health sector —to settle any disputes due to the aforementioned delay.

With regard to ordinary judgements, this suspension had no impacts as ordinary judgements were still in
preliminary stages.

With regard to enforcements, on the other hand, the suspension of the terms had negative effects as it
generated an extension of the recovery, the entire judgement being paralysed.

With regard to Portugal, on 02/03/2021 a decree entered into force that retroactively suspended all judicial
activities and deadlines considered non-urgent from January 22:

The terms for following up on legal acts (such as challenges, opposition, etc.) are suspended.
This means that the initiation of legal actions can be filed as usual, but the Court has no deadline to respect.
Specifically:

a. Notifications may or may not be served, depending on the Court's proactivity and in any case without
any time limits.

b. The terms for the debtor's challenge are suspended.

c. Therefore, the Debtor may object without any time constraints upon service of notification, but if it
does, the Court is not required to follow up with the subsequent phases as per the usual terms.

. This suspension remains valid until established otherwise; at the moment there is no effective end date.

Judicial decisions that do not require further interaction between the parties may be issued and the time
limit for appeal in this case is not suspended.

With regard to Greece, from November 2020 measures to contain COVID-19 have been adopted by the Greek
government and subsequently extended, as of today remaining in force until March 1, 2021. Note that the
adoption of these measures has led to great difficulties in accessing court registries. All enforcement procedures
and hearings of civil, criminal and administrative courts were also suspended (with the exception of urgent
cases).
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Operating performance

Banca Farmafactoring S.p.A.'s financial statements at December 31, 2020 showed a net profit of €143.3 million
for the period, which took into account:

p Charges for €0.8 million for the Stock Option Plan for certain beneficiaries of the Bank. Such costs are
recognized in the income statement and generate an increase, before taxes, in Shareholders' Equity;

Exchange difference income, equal to €4.1 million;
Non-recurring charges for Mergers & Acquisitions for €7.6 million;

One-off distribution proceeds of dividends of €77.0 million from subsidiaries, net of current tax;

v v v Vv

Charges related to extraordinary contributions to the National Resolution Fund amounting to €0.5 million
after tax and extraordinary contributions to FITD amounting to €0.4 million after tax;

b Alignment of the tax value and book value of the property located in Milan and owned by BFF, which resulted
in a positive economic effect of €1.2 million.

Net of the effects mentioned above, the normalised profit for the period amounted to €70.3 million.

On June 27, 2019 the Bank of Italy introduced some amendments to circular no. 272 concerning credit quality
and the rules on the new definition of default. These amendments take into account the provisions of Delegated
Regulation (EU) no. 171/2018 of the European Commission of October 19, 2017.

It should be noted that, in line with the indications of the EBA, for smaller banks the application of the prudential
default regulation contained in the 27th update of Circular 285, and the effective date of the amendments to the
supervisory statistical reports and the balance sheet of the banks contained in the Communication of June 26,
2019, were postponed to January 1, 2021.

In the provisions on the new definition of default, with an explanatory note on October 15 the Supervisory
Authority made it mandatory to use the invoice due date as the starting date when calculating the days past
due.

As at December 31, 2020, with a view to approximating the provisions on the new definition of default, in
compliance with the aforementioned communication the Group 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 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 capital 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.

In 2020, credit quality continued to be good and characterized by a high solvency of the counterparties as they
were mainly attributable to the Public Administration.
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The following table shows the net impaired positions compared to December 31, 2019.

Individual
(In € millions)
12/31/2019 12/31/2020 Delta
Non-performing loans (NPLs) 58.2 64.8 6.6
Of which purchased performing 52.5 59.1 6.6
Of which non-performing loans purchased already impaired 5.7 5.6 -0.1
Unlikely-to-pay positions 0 0.0 0.0
Past due exposures 30.6 39.6 9.0
Total impaired receivables 88.8 104.3 15.5
Total NPL (excl. Municipalities in distress)/RECEIVABLES 0.0% 0.0% 0.0%

Total NPE (excl. Municipalities in distress)/RECEIVABLES

During the year total net impaired receivables increased by €104.3 million at December 31, 2020 compared to
€88.8 million at December 31, 2019.

Ofthe impaired receivables, €103.6 million at December 31, 2020 were related to the public sector, up compared
to €87.3 million at December 31, 2019.

At December 31, 2020 non-performing loans amounted to €64.8 million, up compared to previous periods. Of
this amount, €64.0 million relates to receivables concerning “Local authorities in financial distress”, of which
€5.6 million were purchased already impaired.

Municipalities in financial distress are classified as non-performing loans, in compliance with the Supervisory
Authority’s regulations, although BFF Banking Group is entitled to receive 100% of principal and late payment
interest at the end of the insolvency procedure.

It should be noted that €0.4 million relates to the exposure to San Raffaele Hospital, for which the Bank awaits
full recovery of the amount.

The NPL ratio net of municipalities in distress at December 31, 2020 was 0.02%, essentially in line with December
31, 2019.

Net past due exposures amounted to €39.6 million at December 31, 2020, up €30.6 million compared to
December 31, 2019.

99.6% of this amount relates to public administration entities (mostly local authorities) and other public sector
companies.

The item “Receivables due from Customers” also includes securities classified in HTC (Held to Collect)
portfolios comprised exclusively of Italian government securities, totalling €1,682.1 million, up €686.0
million (+69%) compared to €996.0 million at December 31, 2019. This increase also includes the amount
of government securities that were held by DEPObank and classified as Held to Collect, and that were
purchased (purchase completed on May 13, 2020) by BFF at current market value, equal to €742 million and
with a residual maturity of approximately 5 years, following the Binding Agreement for the acquisition of
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DEPObank - Banca Depositaria Italiana S.p.A. For more details on this Agreement please refer to the specific
section on the following pages.

The entire HTC&S (Held to Collect and Sell) portfolio was sold in 2020. At December 31, 2019 this portfolio
amounted to €82.9 million.

During the year, the Bank has continued to work for the expansion, diversification and optimization of the
deposit-taking structure. The Bank offers an online deposit account on the Italian market (Conto Facto), aimed
at retail and corporate customers and guaranteed by the FITD.

Furthermore, BFF's Spanish and Polish branches offer a similar online deposit accountin their respective markets,
Cuenta Facto and Lokata Facto respectively, also aimed at retail and corporate customers and guaranteed by
the FITD.

The collection of deposits issued by the Spanish branch of BFF and reserved exclusively for retail savers through
the online Weltsparen platform is also active in Germany, the Netherlands and Ireland, in compliance with
regulations on the freedom to provide services.

Specifically, below are the main activities carried out in 2020 aimed at optimizing the Bank's financial structure
and making it more efficient as well as extend lines of credit coming to maturity during the period. As at 31
December 2020, the total amount of corporate funding available to the Bank net of PLN Acquisition Financing,
as already noted, consists mainly of deposit-taking for €1,652 million, bond issues for €750 million nominal
(including the Tier Il Bond Issue, equal to €100 million nominal), securitisation programme bonds for €150
million as well as financial resources derived from wholesale bank funding.

Equity and Own Funds

The Bank's shareholders’ equity amounted to €445 million at December 31, 2020 compared to €302 million at
December 31, 2019. The 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.

Net profit for the period is not included in the calculation of the Common Equity Tier 1 capital at December 31,
2020. It should also be remembered that the Own Funds do not include the portion of profit for the 2019 financial
year allocated to the 2019 Total Dividends, equal to €70.9 million. Banca Farmafactoring’s total exposure to
risks at December 31, 2020, in relation to its business, is adequate according to the level of capitalization and
the risk profile identified. The capital ratios CET1, Tier 1 Capital Ratio and Total Capital Ratio are 10.6%, 10.6%
and 14.9%, respectively.

On June 27, 2019 the Bank of Italy introduced some amendments to circular no. 272 concerning credit quality
and the rules on the new definition of default. These amendments take into account the provisions of Delegated
Regulation (EU) no. 171/2018 of the European Commission of October 19, 2017.

It should be noted that, in line with the indications of the EBA, for smaller banks the application of the prudential
default regulation contained in the 27th update of Circular 285, and the effective date of the amendments to the
supervisory statistical reports and the balance sheet of the banks contained in the Communication of June 26,
2019, was postponed to January 1, 2021.
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In the provisions on the new definition of default, with an explanatory note on October 15 the Supervisory
Authority made it mandatory to use the invoice due date as the starting date when calculating the days past
due.

As at December 31, 2020, with a view to approximating the provisions on the new definition of default, in
compliance with the aforementioned communication the Group 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 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 capital 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.

(In € millions)

12/31/2019 12/31/2020
Own funds 352.7 339.1
CET1 Capital Ratio 8.5% 10.6%
Tier 1 Capital Ratio 8.5% 10.6%
Total Capital Ratio 11.8% 14.9%

Financial assets measured at fair value through OCI

D Atameetingheld onFebruary 5,2020, BFF Finance IberiaS.A.U.'s Board of Directors proposed distributing to
Banca Farmafactoring S.p.A. the profit for the year 2019, amounting to €5,794,779, as well as €37,668,600 in
Reserves, resulting in a combined total of €43,463,379. Such proposal was approved by the Sole Shareholder
Meeting on February 13, 2020. The Dividend was paid on March 16, 2020.

b Atameetingheld on December10, 2020, BFF Finance IberiaS.A.U.'s Board of Directors proposed distributing
to Banca Farmafactoring S.p.A. a portion of the profit for the year 2020, amounting to €5,243,922. The
Dividend was paid on December 11, 2020.

P Atameeting held on February 4, 2020, BFF Polska S.A.'s Supervisory Board proposed distributing a dividend
of PLN 64,965,000.00, equal to €15,000,000, to Banca Farmafactoring S.p.A. out of the profits for the year
2019. Such proposal was submitted to the Sole Shareholder Meeting on March 18, 2020. The Dividend was
paid on March 23, 2020.

P Atameeting held on December 9, 2020, BFF Polska S.A.'s Supervisory Board proposed distributing to Banca
Farmafactoring S.p.A. a dividend of PLN 67,170,000, equal to €15,000,000, out of the profit reserves for the
previous years and a portion of the profit for 2020. Such proposal had been requested by the Sole Shareholder
Meeting on December 4, 2020. The Dividend was paid on December 11, 2020.
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It should also be noted that at year-end 2019 the Banking Group had realised a total profit of €93.2 million, of
which €70.9 million for the distribution of dividends to shareholders in line 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)(“2019 Total
Dividends").

Consistent with the aforementioned dividend policy, this year the intent is to allocate a total dividend of €168.5
million to Shareholders. This amount corresponds to the sum of: (i) the 2019 individual profit of €12.4 million
(corresponding to the first portion of the 2019 Total Dividends); (ii) the 2020 individual profit of €143.3 million
(including the second and residual portion of €58.5 million of the 2019 Total Dividends); and (iii) an additional
amount of €12.8 million corresponding to distributable reserves already present in the financial statements at
December 31, 2020.

In light of the restrictions on the distribution of dividends for the 2019 and 2020 financial years referred to in
the Bank of Italy and ECB Recommendations issued following the economic emergency related to the Covid-19
pandemic, the Bank has repeatedly confirmed its commitment to distribute the 2019 Total Dividends and the
2020 normalised profit as soon as possible, in compliance with the regulator's instructions.

Lastly, following the Bank of Italy Recommendation of December 16, 2020 (*Bol Recommendation”), with a
press release dated January 28, 2021 the Bank informed the market that it was awaiting written feedback from
the Bank of Italy or interpretative criteria that provide clarification also with respect to the scope of application
of the Bol Recommendation to BFF in light of what the Bank proposed to the regulator and summarised in the
communication.

Therefore, in order to preserve the possibility of distributing the entire amount of €168.5 million as soon as
possible, the Bank intends not to allocate any amount relating to the profit for 2020 to Own Funds.
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Performance of Banca Farmafactoring

At December 31, 2020, consolidated net profit amounted to €143.3 million.

The following chart shows the total volumes of new purchases of the Bank of €3,359 million compared to €3,312
million in 2019.
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Regarding the volumes of receivables purchased and disbursed:

) Total non-recourse purchases in ltaly amounted to €3,031 million, down 2% from €3,082 million at December
31, 2019;

b Purchases of receivables due from the Portuguese public sector amounted to €248 million, increasing by 42%
compared to €174 million in 2019;

D Purchasesin the Greek market amounted to €65 million, up 21% from €54 million at December 31, 2019;

p The volume of receivables due to the Croatian healthcare system purchased during the year amounted to €1
million, compared to €1 million during 2019;

p Finally, €15 million of purchases were made in France compared to €1 million in 2019, the first year of activity
in that market.
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NON-RECOURSE VOLUMES AND COLLECTION
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The trend in receipts, up versus 2019 and higher than the new volumes realised, reflects the acceleration of
payments resulting from liquidity injections by governments.

Also considering management activities, overall volumes amounted to €6,182 million compared to €6,211
million in 2019.
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In 2020, the average days sales outstanding concerning receivables managed by Banca Farmafactoring directly
and on behalf of third parties, were equal to 163 in Italy, stable compared to 2019, as shown in the chart below,
which shows the average days sales outstanding over the last 14 years.
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Shareholder Structure

In 2020, BFF Luxembourg S.a r.l. (Centerbridge) ("BFF Lux") concluded three accelerated bookbuilding (ABB)
procedures on January 9, June 1 and October 6, selling 18,700,000, 17,000,000 and 6,800,000 BFF shares,
respectively.

In addition, on May 11, 2020 BFF Lux announced that it had purchased a total of 167,279 BFF shares from April
1 to April 6, 2020. Following these purchases and the three ABB procedures described above, as of December
31, 2020 BFF Lux held 13,563,387 BFF shares, representing 7.948% of share capital issued and subscribed as of
that same date.

On February 10, 2021, with markets closed, Scalve S.a r.l. (*Scalve”), a company controlled by Massimiliano
Belingheri, CEO of BFF Banking Group, announced that it had 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 Lux initiated, and then concluded on February 12, the sale of all
remaining shareholdings in BFF:

(i) through ABB, targeting certain categories of institutional investors, for 11,806,970 shares, and

(ii) following the exercise of the call option by Massimiliano Belingheri, CEO of BFF, with physical delivery of

1.76 million shares, envisaged pursuant to the relevant existing “Lock up and Option Agreement”.

With this operation, which is scheduled to be settled on February 16, 2021, BFF Lux completed its exit from
BFF's capital.

As of February 12, 2021, Massimiliano Belingheri therefore holds — both directly and indirectly through closely
related persons (including Scalve and Bray Cross Ltd.) —approximately 10.04 million BFF shares, corresponding
to 5.9% of the share capital at that date.

The composition of BFF shareholders at February 12, 2021 is shown in the following diagram. This reflects the
results of the transactions described above and the free share capital increases, already communicated to the
market and which took place during 2020 through the issuance of new BFF ordinary shares, assigned to BFF
Group personnel for needs related to remuneration and incentive policies, as part of:

(i) The 2019 Management by Objectives incentive system;

(i) The “Stock Option Plan of Banca Farmafactoring Banking Group”, originally approved by the Shareholders’
Meeting on December 5, 2016, as amended at the Shareholders’ Meeting on March 28, 2019.
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TOTAL NUMBER OF SHARES ISSUED 170,650,642

6.12%

Management @

93.88%

Floating @

Source: formal notification received by BFF (Form 120A-120B) and “Banca Farmafactoring Banking Group’s Annual Report on Remuneration

and Incentive Policies”. Percentage is calculated based on the total number of shares issued at 09/23/2020.

(1) Shares held by the CEO as at 02/12/21 by closely related persons (Bray Cross Ltd. and Scalve S.a.r.l.) and 5 other executives with strategic
responsibility.

(2) Including treasury shares.
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Binding agreement for the acquisition of DEPObank
- Banca Depositaria Italiana S.p.A. and approval of
the Merger Plan for the merger by incorporation into
BFF S.p.A.

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 (the
“Operation”).

The Operation will create the number-one Italian player in specialty finance, further develop DEPObank’s
business and improve access to funding and capital to serve BFF’s traditional clients.

The operation is expected to be completed by the first quarter of 2021, following the approval of the merger by
BFF's Extraordinary Shareholders' Meeting®” held on January 28, 2021.

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 will be changed to "BFF Bank S.p.A.” and “BFF Banking Group”, respectively, as
well as the change in share capital, which will be increased through the issuance of 14,043,704 new ordinary
BFF shares for Equinova. In addition, following the authorisations from the 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.

As part of the transaction Banca Farmafactoring will change its name to BFF Bank S.p.A.

Greek Branch

On January 29, 2019, Banca Farmafactoring S.p.A.'s Board of Directors approved the filing with the Bank of Italy
for the purposes of opening a branch in Greece. Following this resolution, on February 13, 2020 BFF notified the
Bank of Italy of its intention to open a branch in Greece, initiating the related authorisation process.

This process was completed on April 15, 2020 upon receipt of the authorisation by the Greek Local Authority.

16) 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”).

17) The merger will not give rise to rights of withdrawal for shareholders of BFF who do not vote in favour of the relevant resolution.
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The Greek branch finally became operational on September 11, 2020 following the completion of the
administrative formalities at the Register of Companies and the local Tax Authority.

Ratings

On March 26, 2020, the Moody's rating agency confirmed its ratings and Positive outlook for Banca
Farmafactoring S.p.A. ("BFF"), first assigned and made public on October 2, 2019. More specifically, both the
Long-term Issuer rating (Bal) and the Long-term Deposit rating (Baa3) were confirmed. On the same day,
Moody's announced negative ratings for 14 other Italian banks. The Credit Opinion on BFF was issued on April
27,2020.

Following the proposed acquisition of DEPObank — Banca Depositaria Italiana S.p.A., announced on May 13,
2020 and expected to be completed by the end of the first quarter of 2021, on June 12 Moody's confirmed all
of BFF’s ratings and the Positive outlook on deposits, changing only the outlook for the Long-term Issuer rating
to Developing from Positive. The Developing outlook reflects the agency's view that there may be positive or
negative pressure on the rating, depending on the success of the acquisition. On January 22, 2021 Moody's then
published a new Credit Opinion, with which it reconfirmed all the ratings assigned to BFF.

In summary, Moody’s ratings of BFF are as follows:

b Long-term Issuer rating: “Bal”, outlook Developing;
b Long-term Deposit rating: “Baa3”, outlook Positive;
p Short-term Bank Deposit rating: “P-3";

) Baseline Credit Assessment (BCA): “Ba3".

BFF's Issuer Rating is only one notch below the Italian Republic's sovereign rating.

For further information refer to the Agency's website and the Investors section of the BFF Group website: bff.com

Repayment of the senior unsecured and preferred
bond issued on December 5, 2017

At maturity, on June 5, 2020, the repayment of the €200 million floating rate bond issued on December 5, 2017
and partially repaid for €10 million in the first quarter of the year was completed.

Following this redemption, at December 31, 2020 total Senior Unsecured Preferred bond issues amounted to
€650 million.
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Purchase of treasury shares

In the period from May 29 to June 4, 2020, the Bank acquired 521,830 treasury shares for a total value —
excluding fees—of €2,699,778.27, following (i) the issuance of the required authorisation by the Bank of Italy, (ii)
in compliance with the resolution of the Ordinary Shareholders' Meeting of April 2, 2020, and (iii) the launch of
the purchase programme approved by the Board of Directors on May 28, 2020, already disclosed to the market
pursuant to Delegated Regulation 2016/1052/EU on May 29, 2020 and ended on June 4, 2020.

Purchases were made through the authorised intermediary Mediobanca S.p.A.

The treasury share purchase plan aimed to equip the Bank with sufficient financial instruments in order to meet
the requirements of the remuneration and incentive systems as per the current "Remuneration and incentive
policy for members of the bodies with strategic supervision, management and control, and personnel of Banca
Farmafactoring Banking Group”.

At December 31, 2019, the Bank owned 330,776 treasury shares, accounting for 0.19% of share capital at that
date.

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

Consolidated Non-Financial Disclosure

In order to provide more comprehensive and transparent disclosure as well as improve its communications
with stakeholders, BFF Banking Group drafted a consolidated Non-Financial Disclosure as at 12/31/2020 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 the aforementioned
Italian Legislative Decree, and available at the website www.bff.com.

Shareholders' Meeting Resolutions

On April 2, 2020, the Ordinary Shareholders’ Meeting of the Bank resolved to, among other things:

p To confirm the appointment of Ms. Giorgia Rodigari as a non-executive and non-independent Director of the
Company, already appointed by co-option pursuant to Art. 2386 of the Italian Civil Code and Art. 14 of the
Articles of Association on December 11, 2019;

p Togrant KPMG S.p.A. the mandate for the legal auditing of the accounts for the years 2021-2029;

b Torevoke the previous authorisation to purchase and dispose of treasury shares granted by the Shareholders'
Meeting of March 28, 2019 for the part not executed by the date of April 2, 2020, and therefore without
prejudice to the transactions carried out in the meantime, and to authorise the Board of Directors - pursuant
to and for the purposes of Art. 2357 of the Italian Civil Code — to purchase a maximum of 8,323,880 ordinary
shares of BFF, taking into account the shares already in stock, for the purposes indicated under "Purchase of
treasury shares”;

p The approval of the 2020 remuneration and incentive policies, and the 2020 Banca Farmafactoring Group
Stock Option Plan (the "2020 SOP”).
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For the sake of completeness of information, it should be noted that at the shareholders' meeting the Chairman
— following the resolution of the Board of Directors of March 30, 2020, to comply with the recommendations
of the European Central Bank (ECB) and the Bank of Italy (addressed to all Italian banks) — set aside the
discussion and voting on the item “Allocation of operating profit”, postponing its presentation to a subsequent
Shareholders' Meeting that, in compliance with the guidance provided by the banking regulator, the Board
of Directors has already committed to convene in a timely manner to ensure the distribution of the dividend
following the review that ascertains the end of the Covid-19 emergency (as at April 2, based on the instructions
of the ECB, tentatively scheduled for October 2020).

On April 2, 2020, the Extraordinary Shareholders’ Meeting of the Bank resolved to:
» Amend Article 5 of the Company Bylaws, in order to:

— To revoke, for the portion not executed, (i) the paid capital increases authorized by the Extraordinary
Shareholders' Meeting on March 28, 2019 in service of the implementation of the Banca Farmafactoring
Banking Group Stock Option Plan in effect at the time, (ii) the authority delegated to the Board of Directors
by said Extraordinary Shareholders' Meeting on March 28, 2019 for a free capital increase in one or more
occasions, even separately, of a maximum of €3,003,000, with the issuance of no more than 3.9 million
new ordinary shares, for needs relating to the Company’s remuneration and incentive policies, as well as
(iii) the capital increase approved, pursuant to the said delegation of authority, by the Board of Directors
on April 8, 2019;

— Freely increase the share capital of the Bank in one or more tranches pursuant to Art. 2349 of the Italian
Civil Code, for a total maximum amount of €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”).

Partial execution of the mandate to freely increase share capital as granted by the Extraordinary
Shareholders' Meeting of March 28, 2019 and revoked by the Shareholders' Meeting of April 2, 2020
(from January 1, 2020 to revocation)

On April 8, 2019, the Board of Directors resolved among other things to increase share capital, free of charge,
without requiring all shares to be subscribed, for an amount equal to €1,015,272.72, in partial execution of the
mandate granted pursuant to Article 2443 of the Italian Civil Code by the Extraordinary Shareholders’ Meeting
of the Bank, which was held on March 28, 2019. The increase was achieved by means of a capital reallocation of
the same amount from the retained earnings reserve, using unallocated profit declared in the approved 2018
financial statements. This resulted in the issue of up to a maximum of 1,318,536 new BFF ordinary shares, to be
assigned to BFF Group employees in relation to variable remuneration and incentive policies ("Delegated Free
Capital Increase 2019").

Until the revocation date, the issues of shares based on the Delegated Free Capital Increase 2019 were carried
out in service:

p balancing needs between the cash component and the financial instrument component of variable
remuneration payable to BFF Group's key personnel (Risk Takers);

b Exercising options on a cashless basis, by employees previously authorized by the Board of Directors or by
the Chief Executive Officer according to the current Stock Option Plan.

In the period between January 22, 2020 and February 5, 2020, the aforementioned mandate was partially

implemented, with the issue of 48,939 new ordinary shares, without nominal value and with regular rights,
having the same characteristics as shares already in circulation at the time of allocation.
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Partial execution of the 2020 Capital Increase approved by the Extraordinary Shareholders' Meeting of
April 2, 2020 (from the resolution of April 2, 2020 to December 31, 2020)

Following the Extraordinary Shareholders' Meeting of April 2, 2020 — which resolved on the 2020 Capital
Increase that can be executed 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 a maximum of 6,824,108 ordinary shares for the
purposes connected with the Group's remuneration and incentive policies, including the 2020 SOP — in the
period between May 27, 2020 and August 25, 2020 the same 2020 Capital Increase was partially implemented
through the issue of 47,925 new ordinary shares, without nominal value and with reqular dividend rights, having
the same characteristics as shares already in circulation at the time of allocation.

With regard to the 2016 Stock Option Plan, which provided for the granting of 8,960,000 stock options
by December 31, 2019, it should be noted that since the beginning of the exercise period (April 8, 2019) to
December 31, 2020 (the period considered for the purposes of the most recent communication on change of the
share capital in 2020) 348,252 shares were granted, of which 324,752 newly issued, respectively pursuant to the
“2020 Capital Increase” for 8,877 shares, and 315,875 relating to the "2019 Free - Delegate Capital Increase”.

With regard to the 2020 Stock Option Plan, which provides for the award of a total number of 8,960,000 options
to be granted by December 31, 2023, divided into three tranches, 6,700,000 options of the first tranche were
granted on May 29, 2020.

Share capital

In 2020 share capital increased from €131,326,409.06 (at December 31, 2019) to €131,400,994.34. This increase
was due to the partial execution of the following activities in the period between January 22, 2020 and August
25, 2020:

p Delegated Free Capital Increase (revoked by the Shareholders' Meeting on April 2, 2020) for an amount of
€37,683.03;

p 2020 Capital Increase for an amount of €36,902.25.

Changes in the Organizational Structure

With regard to actions aimed at continuously improving the Bank's governance and organisational efficiency
towardsits Branches and its Subsidiaries, initiatives have been taken to align the working methods and processes
of the Subsidiaries with those of the Bank and to harmonise the organisational structure in the various entities
mentioned above.

In particular, it should be noted that during the year

1) the Credit Management Services OU was created in order to (i) manage part of the activities of the former
Business Support OU and (ii) focus mainly on the Health supply chain;

2) Functional reporting to the Parent Company was established for all BFF Group Pricing activities in
order to (i) streamline decisions and (ii) monitor them more effectively. To ensure adequate support
for local and international activities, two new organisational units were created, under the Pricing OU:
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(i) the Pricing Foreign Markets OU, which will focus on all pricing related to the foreign market, and the Pricing
Domestic Market OU, which will focus on all pricing related to the Italian market;

3) A new organisational unit was created within the International Markets Department called International
Credit Management to: (i) better oversee the coordination and guidance of the management, recovery and
collection of foreign receivables and the efficiency of timing; and (ii) develop synergies between the different
credit management and legal organisational units in the relevant markets and companies. This action
involved both updating and modifying the organisational structures involved, namely: BFF Iberia and BFF
Central Europe, as well as the consequent functional reporting within the Parent Company (BFF) and the
Branches (Greece and Portugal);

4) The foreign organisational structure was changed as a result of the following strategic choices: (i) no longer
offer corporate deposit accounts (in Spain), (i) centralise activities and divide responsibilities within the
Operations unit of BFF Polska and (iii) create a new Human Resources organisational unit in the Spanish
branch, to which the organisational unit of the same name at BFF Iberia will functionally report and which is
functionally accountable to the Parent Company.

Audit of the Finance Police

As disclosed in the financial statements at December 31, 2019, in the auditors' report issued on January 29,
2020 upon the conclusion of the tax audit of the company, the Finance Police charged the Bank, as withholding
agent, with improperly applying the reduced withholding tax in lieu of the ordinary withholding tax on dividends
distributed in 2016 by the Luxembourg company BFF Luxembourg S.ar.I. ("BFF Lux”) and the recognition of the
withholding tax exemption on dividends distributed to the parent company in 2017 and 2018.

The Company took prompt action following the service of the auditors' report, filing two defensive statements
with the competent office of the Italian Agency of Revenue, the first on April 9, 2020 and the second on
November 9, 2020.

After extensive debate with the Italian Agency of Revenue, the officials decided to maintain the charges solely
with regard to a part of the dividends distributed to BFF Lux in 2016, with respect to which, according to the

assessing office, BFF Lux does not qualify as the beneficial owner.

As for the penalties, on the basis of the arguments made by the Company, the Agency concluded that they
should be waived in their entirety.

The assessment and settlement agreement was then signed on December 23, 2020, establishing a higher
withholding tax corresponding to the disputed withholding tax, net of the amount originally paid by the Bank.

The Bank made payment of the full amount due according to the office’s instructions by the established deadline
of January 12, 2021.

The Bank then informed its shareholder BFF Lux of the exercise of its right to recovery under the law from the
taxpayer, receiving a reimbursement for the entire amount due on January 26, 2021.
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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.

For 2020, the ordinary contribution communicated by FITD on December 11, 2020 amounted to €1,856
thousand, while in 2019 BFF paid an ordinary contribution of €913 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.

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.
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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 in 2020 by the Bank of Italy with its Note of April 28, 2020
was €2,296 thousand, paid in May 2020.

The contribution requested in 2019 was €1,734 thousand, paid in May 2019, while the contribution requested
in 2018 was €1,872 thousand.

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
ltaly.

InJune 2020, the Bank of Italy requested the banking system to provide an additional extraordinary contribution
of €310 million for 2018, taking into account the upcoming financial needs of the Fund.

The amount charged to BFF, paid in July 2020, totalled €726 thousand. In 2019, the extraordinary contribution
for 2017 totalled €635 thousand, while in 2018 the extraordinary contribution for 2016 totalled €701 thousand.
In 2017 no extraordinary contribution was requested of the banking system.

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.

Internal Control System

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

Pursuant to the provisions of the Supervisory Authority, the organizational framework of the Group’s internal
control system is based on the following three control levels.

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 are aimed at ensuring the proper implementation of the risk management and
compliance process, including the risk of money laundering and terrorist financing, and are entrusted to the Risk
Management Function, the Financial Reporting Officer and the Compliance and AML Function of the Parent
Company, which, in accordance with the provisions of the current prudential supervisory regulations, perform
the following main tasks:
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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.

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
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 requlatory 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; it
guarantees an overall and integrated vision of the risks of non-compliance to which the Bank and the subsidiaries
are exposed, ensuring adequate disclosure to the relevant corporate bodies. Furthermore, this function has the
task of preventing and combating money laundering and terrorist financing, also by continuously identifying the
applicable rules in this area, also verifying the consistency of corporate processes with the objective of ensuring
that the Bank and the Group conform to the law on anti-money laundering and counter-terrorist financing. It is
also responsible for the controls required by the relevant regulations.

Third-level controls

Internal audit activities 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 which governs the provision of the audit
service, and, in an institutional framework, as a function of the Parent Company for 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 and brings to the attention of the
corporate bodies any possible improvements, with particular reference to the RAF (Risk Appetite Framework),
the process for the management of risks, and the tools for their measurement and control.

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 Governance Code and internal
regulations, and is vested with the organizational powers to monitor company processes.
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For 2020, 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 2020, 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.

In particular, the Internal Audit function, as a function of the Parent Company, was in charge of the management
and coordination of the activities carried out by BFF Polska’s Internal Audit function.

The audits envisaged for 2020 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 for the most part.
More specifically, the audits were performed on the internal structures of the Bank, on the subsidiary BFF
Finance Iberia, on the Spanish branch, on the Polish branch and on BFF Polska and its subsidiaries. Moreover,
such function carried out the audits provided for by banking regulations on remuneration and incentive policies,
outsourcers of important operating functions, ICAAP and ILAAP processes.

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 referred to as the "Decree") and
the guidelines issued by ASSIFACT, ABI and Confindustria, in accordance with industry best practices.

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 of the system of
sanctions to prevent violation of the provisions contained in the Model.

In addition, the Model includes Special Parts comprising: i) the Matrix of operations at risk of commit- ting a
criminal offence, intended to identify the criminal offences that may potentially be committed as part of the
Bank's operations; ii) the Protocols as per Legislative Decree 231/2001, 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) the
Information Flows to the Supervisory Body.

The Code of Ethics is a part of the Model and defines the set of ethical values embraced by the Group and that
allow, among other things, to prevent the criminal offences enumerated in the Decree.

The Bank makes sure that all employees receive adequate training, especially in the event of updates to external
and internal regulations concerning the topics set out in the Decree.

The work of the Supervisory Body in 2020 focused mainly on the updating and adequacy of the Model, which
was updated in September 2020, monitoring information flows and monitoring the working situation in terms

of compliance with the provisions on the health and safety of workers during the Coronavirus health emergency.

In H1 2020 the Supervisory Body reported to the Board of Directors on its work, specifically stating it did not
receive any complaint relevant to the Decree.
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As far as the Group’s administrative liability is concerned, the following should be noted:

4

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), with an independent, single-person Supervisory Body;

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.

During 2020, the Supervisory Body's composition remained unchanged compared to 2019: there are two
external members, one of whom acts as Chair, and one internal member, the Head of the Internal Audit function.

Research and development

During H2 2020, various initiatives were completed to increase the Group's market share where the Group was
already present, or to make internal processes and IT systems more efficient.

More specifically, the following main projects were carried out:

4

Improvement of operations relating to the purchase of non-recourse receivables in Greece by the Bank, by
opening a new branch (in September 2020);

Completion of the development of the online platform to provide the non-recourse service in the Spanish
market and service launch (on July 9, 2020);

Improvement of the efficiency of the software systems supporting the Group's core business, including the
legal system and the out-of-court debt management and recovery system, as well as the development of
new technological solutions aimed at managing the regulatory compliance required of all Group companies.
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Change in Staff Headcount

At December 31, 2020 the total number of Bank employees amounted to 317 persons, broken down
geographically as follows: 246 in Italy, 10 at the BFF branch in Portugal, 6 at the branch in Greece, 12 in Spain,
43 in Poland.

The following table shows the composition of the Group’s staff broken down by the countries in which BFF
Banking Group operates through a permanent establishment.

CATEGORY 2019 2020

Italy Spain  Poland Portugal Total Italy Spain  Poland Portugal Greece Total

Senior
Executives/
Executives 18 - - - 18 19 - - - - 19

Managers/

Middle

Managers/

Coordinators 37 4 7 2 50 41 6 6 2 3 58

Professional/
Specialist 180 5 30 6 221 186 6 37 8 3 240

Total by country 235 9 37 8 289 246 12 43 10 6 317

At December 31, 2020 there were 246 people: 126 (51%) are men and 120 (49%) are women.

Below are the details by country:

Women Men Total

Italy 120 126 246

Spain 4 8 12

Portugal 4 6 10

Branch
Poland 28 15 43
Greece 2 4 6
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Share performance

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

“Financial Services” Super Sector, and is part of the following FTSE indices:

4

v v vV v vV v v Vv

FTSE All-Share Capped

FTSE Italia All-Share

FTSE Italia Mid Cap

FTSE Italia Finanza

FTSE Italia Servizi Finanziari
FTSE Italia PIR PMI All

FTSE Italia PIR Mid Small Cap
FTSE Italia PIR PMI

FTSE Italia PIR Mid Cap

and the following STOXX indices:

Vv VvV VvV ¥V VvV VvV VvV VvV VvV VvV VvV VvV VvV VvV vV VvV VvV vV VvV vV v v v

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
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 Value Factor

iISTOXX Italy Small Mid Cap
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BFF shares are also included in various MSCl indices (including MSCI Europe Small Cap Index, MSClI Italy Small
Cap Index, MSCl Italy Investable Market Index, and MSCI Europe IMI Financials Index).

The BFF share price at December 30, 2020 was €4.94, up by 5% over the IPO share placement price of €4.70.
Since listing until the end of 2020, the Bank has distributed total gross dividends of €1.031 per share (€0.492
per share in April 2018 and €0.539 per share in April 2019). 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 30,
2020 compared to the IPO placement price was 16.5%. The FTSE Italia All-Share Index total return was 22.2%
in the same period.
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Main Balance Sheet Items

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

Financial assets measured at fair value through other comprehensive income

(Values in thousand euros)

Items 12/31/2019 12/31/2020 Changes
Government securities - (HTC&S) 82,748 0 (82,748)
Equity investments 17 17 0
Equity securities 147 147 0
Total 82,912 164 (82,748)

The HTC&S government security portfolio was sold in the second half of 2020. At December 31, 2019 this
portfolio included securities at variable rates (CCT), with residual maturity dates within five years, for a total
amount of €82.7 million.

These securities were classified in the Held to Collect and Sell (HTC&S) business model since January 1, 2018,
following the introduction of the new IFRS 9 accounting principle.

Financial assets measured at amortized cost

(Values in thousand euros)

Items 12/31/2019 12/31/2020 Changes
Government securities - (HTC) 996,022 1,682,050 686,028
Due from banks 102,123 21,001 (81,122)
Receivables due from customers 3,347,185 3,642,483 295,298
Total 4,445,330 5,345,534 900,204

The amount consists entirely of government securities, classified in the Held to Collect (HTC) portfolio,
purchased to hedge liquidity risk, for a total face value of €1,682 million. The average duration of such securities
is 34.2 months.

These securities have a fixed rate (BOT, BTP and CTZ), with maturity dates related to the sources of committed
and unsecured funding, with the exception of the CCT 4/2025 purchased as part of the Acquisition of DEPObank.
They were classified in the HTC portfolio and, therefore, they are measured at amortized cost, and interest
calculated using the effective rate of return is recognized in the income statement.

The HTC portfolio refers to the financial assets that the Bank intends to hold until the expiry date established
in the contract, and that allow the collection of fixed and determinable amounts. In accordance with IFRS 9, an
entity may not classify any financial asset as held-to-maturity if the entity sold or reclassified a non-material
amount of investments classified in the HTC portfolio prior to maturity during the current or previous period.
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The fair value of these HTC securities at December 31, 2020 amounted to €1,739 million, with a positive
difference, after tax, over the carrying amount at the same date, of approximately €38 million that has not been
recognized in the financial statements.

“Receivables due from banks” mainly consists of the Bank's bank account balances at the end of H1 2020.

The item includes €3,214 thousand in the mandatory reserve deposit with DEPObank, as BFF is an indirect
participantin that system, and €9,531 thousand deposited with Banco de Espafa as CRM (Coeficiente de Reservas
Minimas) for the deposit-taking activities conducted by the Spanish branch of the Bank through Cuenta Facto.

Details of “"Receivables due from customers” are as follows:

Items 12/31/2019 12/31/2020 Changes
Receivables purchased outright 2,504,987 2,464,774 (40,213)
Receivables purchased below face value 29,852 24,358 (5,494)
Other receivables 812,347 1,153,351 341,005
Total 3,347,185 3,642,483 295,298

Receivables purchased without recourse are measured at amortized cost based on the present value of estimated
future cash flows, and include both principal and late payment interest accruing from the receivable due date for
the amount considered recoverable based on the time series analysis on the collection percentages and times.

Since 2014, every year the Bank has been updating the analysis of the time series concerning the average
collection percentage and time for late payment interest. In 2019, it once again reviewed the average collection
percentage and time for late payment interest, updating the existing time series.

Concerning this review, please consider the following:

p forthe year 2020, the Bank added more depth to its time series by including the reference basis for 2019 in
the existing time series;

p the depth of the time series appears to be significant for all existing relationships; the database for the Italian
public administration, which dates back to 2010, is especially deep.

The outcome of this analysis has confirmed for 2020, on the basis of the time series analysis, the recoverability
rate of 45% for late payment interest and 1,800 days for collection times.

With regard to credit quality, total net impaired receivables increased by €104.3 million at December 31, 2020
compared to €88.8 million at December 31, 2019.

In order to analyse 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 €106.3 million at December 31, 2020 with
impairment losses totalling €16.3 million, are divided into the following categories:
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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, 2020, the total non-performing loans net of impairment amounted to €64.8 million, of which
€5.6 million purchased already impaired. Among these non-performing exposures, €64.0 million (98.8% of the
total) concerned regional authorities in financial distress.

Gross non-performing loans amounted to €66.7 million and related adjustments amounted to €1.9 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.

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 December 31, 2020, gross exposures classified as unlikely to pay totalled €301.

Past-due impaired exposures

Impaired past due exposures are exposures to governments and central banks, local and public entities, non-
profit entities and companies that, at the end of the reporting period, were more than 90 days past due. More
specifically, exposures to government agencies and central banks, public sector entities and local entities are
deemed to be impaired past due when the debtor has not made any payment on any debt positions owed to the
financial intermediary for more than 90 days.

At December 31, 2020, total net past due exposures amounted to €39.6 million, of which 99.6% referring to
public administration counterparties and public sector companies of the countries where the Banking Group
operates.

Gross overdue exposures totalled €39.6 million and related adjustments amounted to €45,000.
With reference to measurements and calculation of impairment, in compliance with IFRS 9, methodology is
based on the new expected loss model, which prospectively considers credit losses over the life of the financial

instrument and requires theirimmediate recognition rather than on the occurrence of a trigger event as required
by the incurred loss model pursuant to IAS 39.
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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), redefined based on a multi-period perspective, is deemed feasible.

More specifically, the expected loss impairment model requires companies to segment their portfolios into
three levels (stages), in relation to the change in credit risk of the asset compared to initial recognition.

In particular, Stage 1 includes performing exposures showing no significant increase in credit risk in the period
between the initial recognition date and the reporting date. In this case, expected losses are measured over a
period no longer than 12 months.

Stage 2 includes exposures showing a significant deterioration in credit quality compared to initial recognition,
and the entire residual life of the asset is used to calculate the expected loss (lifetime parameter).

Stage 3 includes financial instruments whose credit risk deteriorated significantly, to the point that the exposure
is considered impaired (non performing). For exposures classified in this stage too, expected loss is calculated
over the lifetime of the asset but, unlike the positions recorded in Stage 2, impairment is measured on a case-by-
case basis. Stage 3 also includes impaired past due exposures (non performing), which are however subject to
specific adjustments calculated on a collective basis (Stage 2), since - despite volatility and the Banking Group’s
core business - specific measurement is not needed for impaired past due exposures.

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 12/31/2019 12/31/2020
Gross Write-downs/ Net Gross Write-downs/ Net
amount  write-backs value amount  write-backs value

Impaired exposures
purchased performing (Stage 3) 84,921 (1,774) 83,147 100,465 1,737) 98,727

Impaired exposures
purchased impaired

(Stage 3) 5,879 (224) 5,655 5,828 (214) 5,614
Performing exposures

(Stage 1 and 2) 3,263,156 (4,891) 3,258,265 3,540,630 (2,488) 3,538,143
Total 3,353,957 (6,889) 3,347,067 3,646,923 (4,439) 3,642,483

Furthermore, besides classifying exposures as performing and non-performing, the Banking Group also
measures exposures as forborne in compliance with relevant Implementing Technical Standards.
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Tangible and intangible assets

(Values in thousand euros)

Items 12/31/2019 12/31/2020 Changes
Tangible assets 12,983 14,389 1,406
Intangible assets 3,798 4,565 767
- of which goodwill 0 0 0
Total 16,781 18,954 2,173

At the date of IFRS first-time adoption (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.

The measurement at first-time adoption resulted in an approximately €4 million revaluation of the buildings,
from €5 million to €9 million.

(Values in thousand euros)

Tangible assets 12/31/2019 Increases Decreases 12/31/2020
Land 3,685 3,685
Buildings 7,528 2,808 (882) 9,454
Furnishings 150 85 (88) 147
Electronic system 508 86 (339) 255
Others 1,112 570 (835) 847
Total 12,983 3,549 (2,144) 14,389

(Values in thousand euros)

Intangible assets Duration 12/31/2019 Increases Decreases 12/31/2020
Goodwill 0 0
Other intangible assets: DEFINITE
generated internally INDEFINITE 3,798 2,685 (1,919) 4,565
DEFINITE
Other intangible assets: others
INDEFINITE
Total 3,798 4,565

Intangible assets amount to €4,565,000 and refer to investments in new programs and software used for a
number of years.
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Tax assets and liabilities

(Values in thousand euros)

Items 12/31/2019 12/31/2020 Changes

Tax assets 7,745 10,294 2,549
current 0 2,970 2,970

prepaid 7,745 7,325 (421)

Tax liabilities 71,552 78,373 6,821
current 1,577 0 (1,577)

deferred 69,976 78,373 8,398

Tax assets totalled €10,294 thousand and mainly include advance payments for IRES and IRAP taxes made by
BFF, net of current tax liabilities, which represent the appropriation of income taxes accrued for the year 2020.

Tax liabilities amounted to €78,373 thousand and mainly include the taxes calculated on BFF's late payment
interest accrued and accruing, and will be paid upon collection.

Financial liabilities measured at amortised 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 12/31/2019 12/31/2020 Changes
Payables to banks 581,995 755,324 173,329
Amounts due to customers 2,813,010 3,604,513 791,503
— of which to financial institutions 258,359 189,656 (68,703)
Securities issued 955,669 758,896 (196,773)
Total 4,350,675 5,118,732 768,057

“Payables to banks" refer to loans granted by the banking system to the Parent Company.

“Payables to financial institutions" mainly refer to relationships with financial companies other than banks.
The payables due to customers include exposures for the online "deposit accounts" Conto Facto and Cuenta
Facto, amounting to €1,654 million, and repurchase agreements amounting to €1,616 million (nominal value),

with the Cassa di Compensazione e Garanzia as counterparty, entered into to refinance the Bank's securities
portfolio.
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Debt securities issued consist of bonds issued by the Parent BFF and the relevant SPV. They have a total face
value of €750 million and are recognized in the financial statements in the amount of €759 million at amortized
cost using the effective interest rate method.

The item includes:

p €100 million subordinated unsecured and unrated Tier 2 bond (ISIN XS51572408380) issued by BFF in March
2017. The 10-year bond due March 2027 has the right to an issuer call date (one-off) in the fifth year from
issue (in March 2022). The bonds pay a fixed coupon of 5.875% on an annual basis;

p €200 million senior unsecured and unrated bond (ISIN XS1639097747) issued by BFF in June 2017, due in
June 2022. The bonds pay a fixed coupon of 2% on an annual basis;

p €150 million bond (ISIN XS1435298275) issued by BFF in June 2016, due in June 2021. The bonds pay a fixed
coupon of 1.25% on an annual basis;

p €300 million senior unsecured and unrated bond with Bal rating (ISIN XS2068241400) issued by BFF in
October 2019. The issue has a duration of 3.5 years with a maturity date of May 2023. The bonds pay a fixed
coupon of 1.75% on an annual basis.

Provisions for risks and charges

At December 31, 2020, “Provisions for risks and charges” totalled €6,313 thousand. They mostly include
allocations to “Pension and other post-employment benefits” of €4,715 thousand and “Other provisions” of
€821 thousand.

(Values in thousand euros)

Items 12/31/2019 12/31/2020 Changes
Commitments and other guarantees provided 1,536 777 (759)
Employee benefits 4,205 4,715 510
Other provisions 1,378 821 (557)
Total 7,119 6,313 (806)

“Pension and other post-employment benefits” are measured, pursuant to IAS 19, based on an actuarial
valuation.

Allocations to “Other provisions” refer to risks of different kinds.
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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, 2020, the Bank’s net profit amounted to €143.3 million, compared to €91.1 million recognized
in the same period of the previous year.

(Values in thousand euros)

Items 12/31/2019 12/31/2020 Changes
Maturity commissions and late payment interest on non-recourse

receivables 153,068 139,025 (14,043)
Interest income on securities 6,292 13,573 7,281
Other interest 20,040 21,290 1,251
Interest and similar income 179,399 173,888 (5,511)
Interest expenses (31,536) (36,683) (5,147)
Net fee and commission income 6,326 6,564 238
Dividends and similar income 78,707 78,707
Net trading result (689) 5,725 6,414

Net hedging result

Profits (losses) on disposal or repurchase of:

a) financial assets designated at amortised cost 371 (371)
b) financial assets designated at fair value through other

comprehensive income 1) 363 364
¢) financial liabilities 56 56
Intermediation margin 153,870 228,620 74,750

Theinterest margin at December 31,2020 was €137.2 million, down 7% compared to €147.9 million at December
31, 2019. The intermediation margin amounted to €228.6 million at December 31, 2020, up 49% from €153.8
million at December 31, 2019. This change is mainly due to the collection of dividends from subsidiaries, as
already represented in the previous sections, from interest income received from CCT 4/25 deriving from the
acquisition of DEPObank S.p.A.

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.

BFF 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 for 2020, on
the basis of the time series analysis, the recoverability rate of 45% for late payment interest and 1,800 days for
collection times.

The stock of late payment interest accrued on receivables purchased outright by BFF and BFF Finance Iberia
(the so-called provision for late payment interest) amounted to €681 million.
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The cumulative amount of late payment interest due to BFF and BFF Finance Iberia, but not yet collected, in
relation to non-recourse receivables, amounted to €634 million at December 31, 2019, of which €238 million
were recognized in the income statement of the reporting period and in previous years.

The provision for late payment interest increased by 7% between December 31, 2019 and December 31, 2020.
Of this provision at December 31, 2020, late payment interest not yet recognized in the income statement
amounts to €406 million.

Interest income on securities, amounting to €13.6 million, originates from government securities classified in
the HTC&S and HTC portfolios. These securities are measured at amortized cost, and interest calculated using
the effective rate of return is recognized in the income statement.

Interest expense went from €31.5 million at December 31, 2019 to €36.7 million at December 31, 2020.
The balance of the net commissions shows an increase of €0.2 million compared to 2019.

(Values in thousand euros)

ltems 12/31/2019 12/31/2020 Changes
Fee and commission income 8,114 8,261 147
Fee and commission expense (1,789) (1,697) 92
Net fee and commission income 6,325 6,545 pi]

Commissions receivable are mainly due to mandates to manage and collect receivables. The commissions
receivable include gains on the disposal of securities referring to the sale of government securities in the HTC&S
portfolio made during the reporting period, which generated a gain of €363 thousand, before the tax effect.

Administrative costs

(Values in thousand euros)

Items 12/31/2019 12/31/2020 Changes
Personnel expenses 31,848 32,593 745
Other administrative expenses 33,809 39,150 5,341
Total administrative expenses 65,657 71,743 6,086

Administrative expenses amounted to €72 million at December 31, 2020, up 9% from €66 million for the same
period last year.

The amount includes charges for M&A operations amounting to €11.4 million and extraordinary contributions
to the National Resolution Fund and the FITD amounting to €1.3 million. It also includes charges for stock
options for directors and certain employees amounting to €1.4 million before taxes. This cost also generates an
increase in shareholders’ equity, before taxes.

It should also be noted that under “"Other operating expenses and income” BFF recorded an amount equal to
€5.4 million relating to the collection of invoices for the reimbursement of costs incurred for the recovery of
amounts not promptly paid by the debtor.
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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;
p sufficient availability of financial resources;

) positive commercial prospects related to the trend in demand;

p high credit quality.

A quantitative summary of this analysis can be found below.

Items 12/31/2019 12/31/2020
Interest margin 147.9 137.2
Intermediation margin 153.9 228.6
EBITDA 94.2 169.1
Profit for the year 65.2 143.3
R.O.E. (Return On Equity) (%) 22% 32%
Intermediation margin / Non-recourse volumes (%) 4.5% 6.8%
Net interest margin / Interest and similar income (%) 82.4% 78.9%
NPLs (net of impairment) / Receivables due from customers (%) 1.7% 1.8%
Own funds / Receivables due from customers (%) 16.9% 21.3%
Leverage 20.3 24.8
Shareholders' Equity 301.7 374.0
Own funds 352.7 339.1
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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, 2020 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;

) “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 2017 Report” on internal processes for determining adequacy of capital and of liquidity risk governance
and management systems.

Pillar Ill - 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.

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

Pursuant to this procedure, the disclosure should be:
D 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 December17, 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.

Moreover, on June 27, 2019 the Bank of Italy introduced some amendments to Circular no. 272 concerning
credit quality and the rules on the new definition of default. These amendments take into account the provisions
of Delegated Regulation (EU) no. 171/2018 of the European Commission of October 19, 2017.

It should be noted that, in line with the indications of the EBA, for smaller banks the application of the prudential
default requlation contained in the 27th update of Circular 285, and the effective date of the amendments to the
supervisory statistical reports and the balance sheet of the banks contained in the Communication of June 26,
2019, were postponed to January 1, 2021.

In the provisions on the new definition of default, with an explanatory note on October 15 the Supervisory

Authority made it mandatory to use the invoice due date as the starting date when calculating the days past
due.
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As at December 31, 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 leads to considering the preferential weighting of 20% envisaged by art. 116, paragraph 3, of
the CRR for all 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 capital 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 Bank operates in.

These accessions, which determine the full implementation of the new default rule, were previously discussed
with the Bank of Italy, also in the context of the submission of the DEPObank Purchase Request.

Thanks to these activities, to date there have been no significant impacts on the Group's capital position as a
result of the introduction of the new default definition.
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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 favourable 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.

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 Group with respect to
Associated Parties.

The 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
Group 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 this document.

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 complied with the Corporate Governance Code for listed companies-approved in March 2006 by the
Corporate Governance Committee and promoted by Borsa ltaliana as amended in July 2018-as described in
the Bank’s Corporate Governance Report and Ownership Structure (the “Corporate Governance Report").
On December 22, 2020, as mentioned in the 2020 Report on Corporate Governance, the Board of Directors
approved the update of its internal regulations to incorporate — in the terms that will be represented in the 2021
Report on Corporate Governance — the provisions of the Corporate Governance Code that will enter into force
in January 2021.

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 period.

Events subsequent to the end of the reporting period

There are no other events or facts subsequent to the end of the reporting period such as to require an adjustment
to the results of the financial statements for the year ended December 31, 2020.

Treasury shares

At December 31, 2019, the Bank owned 330,776 treasury shares, accounting for 0.19% of share capital at that
date.

At December 30, 2020, the Bank owned 675,768 treasury shares, accounting for 0.396% of the share capital, of
which 521,830 were purchased as a result of the repurchase programme communicated to the market on May
29, 2020 and ended on June 4, 2020.

In 2020 the Bank purchased 521,830 treasury shares and allocated 176,838 of them, 103,299 for half of the
upfront portion of the CEQ's retention bonus paid in financial instruments, 31,451 for half of the upfront portion
of the CEO's 2019 MBO bonus, 23,500 following the exercise of options under the "2016 Stock Option Plan”, and
18,588 for non-competition agreements and exit incentives.

It did not sell any treasury shares.

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

Other offices

BFF has an office in Rome, at Via di San Basilio 41. The Bank opened a branch in Madrid, Spain in 2015, in Lisbon,
Portugal in July 2018, in £8dz, 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 BFF's Board of Directors on May 29, 2019 ("BFF 2023" or the
“Plan”), BFF Banking Group's goals up to 2023, confirmed by the 2021 budget, approved on January 29, 2021,
are:

1) Continue to develop the current core business and improve operating efficiency, so as to further strengthen
the Group's leadership position in Italy:

Expanding the business in Southern Europe;
strengthening the relationships with customers’ headquarters and increasing cross-border deals;

expanding the business into other geographical areas;

4
4
4
p expanding the target customer base to include smaller suppliers, leveraging off digital platforms;

p Widening the product offering to include segments and business lines adjacent to current operations;

2) continue to optimize funding and capital, including through the Polish branch for online deposit-taking on
September 19, 2019 and the provision of services - in compliance with regulations on the freedom to provide
services - also in the Netherlands and Ireland through the Raisin platform as in Germany;

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

Growth opportunities for 2021 include the integration of DEPObank's business lines (specifically securities
services and business payments) within the group. Further assessments to penetrate other European markets
are also underway.

The Bank believes that the continuation of the current market situation and the resulting climate of uncertainty
will not materially impact the economic outlook for 2021, despite the effects described in the paragraph "The
scenario created by the Covid-19 epidemic”, as the income components are substantially recurring in nature
and therefore highly predictable. More specifically, with regard to the intermediation margin, no significant
contribution changes are expected in relation to the Strategic Plan mentioned above in view of the expected
stability of the loans in the financial assets, without also considering further increases in the income components
deriving from the current crisis and the aforementioned role of supporting companies that the Bank could
further provide.

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 any non-recurring income, some can be expected from the special projects that the company is
evaluating and that have been mentioned in part above, but which are carefully monitored.
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Distribution of the Bank's Profit

The Bank’s profit for the year ended December 31, 2020 amounted to €143.4 million. As described above, this
resultincludes charges related to the Stock Option Plan allocated to certain beneficiaries, income from exchange
rate differences, charges related to extraordinary contributions to the National Resolution Fund, M&A costs,
income from one-off distribution of dividends from subsidiaries net of current taxation and the positive effect
from alignment of the tax value and book value of the property located in Milan and owned by BFF. Net of these
effects, the normalised profit at December 31, 2020 amounted to €70.3 million.

In this regard note that:

b Atameetingheld onFebruary 5,2020, BFF Finance IberiaS.A.U.'s Board of Directors proposed distributing to
Banca Farmafactoring S.p.A. the profit for the year 2019, amounting to €5,794,779, as well as €37,668,600 in
Reserves, resulting in a combined total of €43,463,379. Such proposal was approved by the Sole Shareholder
Meeting on February 13, 2020. The Dividend was paid on March 16, 2020.

b Atameetingheld on December10, 2020, BFF Finance Iberia S.A.U.'s Board of Directors proposed distributing
to Banca Farmafactoring S.p.A. a portion of the profit for the year 2020, amounting to €5,243,922. The
Dividend was paid on December 11, 2020.

D Atameeting held on February 4, 2020, BFF Polska S.A.'s Supervisory Board proposed distributing a dividend
of PLN 64,965,000.00, equal to €15,000,000, to Banca Farmafactoring S.p.A. out of the profits for the year
2019. Such proposal was submitted to the Sole Shareholder Meeting on March 18, 2020. The Dividend was
paid on March 23, 2020.

P Atameeting held on December9, 2020, BFF Polska S.A.'s Supervisory Board proposed distributing to Banca
Farmafactoring S.p.A. a dividend of PLN 67,170,000, equal to €15,000,000, out of the profit reserves for the
previous years and a portion of the profit for 2020. Such proposal had been requested by the Sole Shareholder
Meeting on December 4, 2020. The Dividend was paid on December 11, 2020.

It should also be noted that at year-end 2019 the Banking Group had realised a total profit of €93.2 million, of
which €70.9 million for the distribution of dividends to shareholders in line 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)(*2019 Total
Dividends").

Consistent with the aforementioned dividend policy, this year the intent is to allocate a total dividend of €168.5
million to Shareholders. This amount corresponds to the sum of: (i) the 2019 individual profit of €12.4 million
(corresponding to the first portion of the 2019 Total Dividends); (ii) the 2020 individual profit of €143.3 million
(including the second and residual portion of €58.5 million of the 2019 Total Dividends); and (iii) an additional
amount of €12.8 million corresponding to distributable reserves already present in the financial statements at
December 31, 2020.

In light of the restrictions on the distribution of dividends for the 2019 and 2020 financial years as per the Bank
of Italy and ECB Recommendations (so-called "Recommendations”) issued following the economic emergency
related to the Covid-19 pandemic, the Bank has repeatedly confirmed its commitment to distribute the
2019 Total Dividends and the 2020 normalised profit as soon as possible, in compliance with the regulator’s
instructions.
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Lastly, following the Bank of Italy Recommendation of December 16, 2020 (*Bol Recommendation”), with a
press release dated January 28, 2021 the Bank informed the market that it was awaiting written feedback from
the Bank of Italy or interpretative criteria that provide clarification also with respect to the scope of application
of the Bol Recommendation to BFF in light of what the Bank proposed to the regulator and summarised in the
communication.

In February 2021 discussions took place with the Bank of Italy in which, also following the exit from the Bank's
share capital of BFF Luxembourg S.a r.l. (in this regard please see the announcement regarding the successful
completion of the accelerated book building operation of February 12, 2021) which will result in the loss of the
CRR Banking Group headed by BFF Luxembourg S.ar.l., the Supervisory Authority indicated that the maximum
amount of the dividend distributable in compliance with the Recommendation issued by the Bank of Italy on
December 16, 2020 is the lower of 15% of the cumulative profits of 2019-20 and 20 basis points of the CET1
coefficient.
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Proposal for the Distribution of Banca
Farmafactoring’s Profit

Shareholders,

The Bank has verified the possibility of proposing the distribution of dividends amounting to 20 basis points of
the CET1 coefficient, calculated with reference to the Banking Group, excluding BFF Luxembourg S.a r.l. as of
December 31, 2020, the parent company of the prudential scope. This measure is considerably lower than 15%
of the cumulative profits of 2019--2020 (equal to approximately €27.6 million). Consequently, the distribution
proposal amounts to approximately €3.2 million.

The Bank also intends to confirm its intention to allocate to its Shareholders, as soon as possible, in compliance
with the restrictions on the distribution of dividends following the economic emergency resulting from the
Covid-19 pandemic, a total dividend amount of €168.5 million (*20192020 Total Dividends") corresponding
to the sum of: i) the 2019 individual profit of €12.4 million (corresponding to the first portion of the 2019 Total
Dividends); if) the 2020 individual profit of €143.3 million (including the second and residual portion of €58.5
million of the 2019 Total Dividends); and iii) an additional amount of €12.8 million, corresponding to distributable
reserves already present in the financial statements at December 31, 2020), therefore committing to convene,
as soon as possible, in compliance with the recommendations of the Authority, and therefore predictably after
September 30, 2021, an ordinary shareholders' meeting to resolve on the distribution of the residual amount of
€165.3 million.

Recalling therefore the resolution of the Board of Directors of February 10, which among other things included
the approval of the 2020 Financial Statements, which showed an individual net profit of €143,281,246 million,
a consolidated net profit of €91,072,581 million and allocated the entire amount of €143,281,246 million to the
Retained Earnings Reserve, based on the financial statements the Board of Directors is called upon to resolve
on the proposal to:

(i) Distribute, for a profit equal to €3,231,388, a dividend of €0.018935 for each of the 170,650,642 shares
outstanding;

(i) Allocate €140,049,858 to the Bank's retained earnings reserve.

Considering the limited amount of the distributable dividend, the technical costs related to the distribution, a
function of the number of intermediaries the shares are deposited with, are estimated at approximately €90,000.

With regard to the proposed date for the payment of the dividend, it is recalled that pursuant to art. 2.6.2 of the
Regulation of Markets organised and managed by Borsa Italiana S.p.A. as well as art. 1A.2.1.2 of the relevant
Instructions, the Company is required to communicate to the public the proposed dividend ex date, the date
of entitlement to payment pursuant to art. 83- terdecies of Italian Legislative Decree no. 58/1998 — which is
established as the day following the ex date — (record date), and the date proposed for the payment of the
dividend (payment date). More specifically, it should be noted that at least one open market day must elapse
between the date of the meeting of the body that decides on the distribution of the dividend and the ex date.
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In compliance with the calendar of the Borsa Italiana stock markets (which sees the ex date as coinciding with
the first open market day of each week), the Shareholders' Meeting having been scheduled on the financial
calendar for Thursday, March 25, 2021, it is proposed to schedule the ex date for coupon no. 3 for Monday,
March 29, 2021, the record date for Tuesday, March 30, 2021 and the payment date for March 31, 2021.

It is therefore proposed to submit the following resolution proposal to the Shareholders' Meeting:

“The Shareholders’ Meeting of Banca Farmafactoring S.p.A., having examined the report on operations prepared
by the Board of Directors,

Vi.

Vil.

resolves

in compliance with the limitations set by the Bank of Italy, to distribute to Shareholders part of the net profit for
the year of €3,231,388, equal to €0.018935 before tax for each of the 170,650,642 ordinary shares outstanding
at the third ex date, March 29, 2021. In the event of the execution of the capital increase serving the Merger,
the unit dividend will be equal to €0.017495 for each of the 184,694,346 BFF ordinary shares. 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 date of March
30, 2021 (record date);

to allocate the remaining portion of €140,049,858 to the "Retained earnings reserve”, 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;

that such dividend be paid as of March 31, 2021 (payment date). Payment will be made through authorized
intermediaries with which shares have been registered in the Monte Titoli system.”

For the Board of Directors
THE CHAIRMAN
(Salvatore Messina)

Financial Statements 2020 COURTESY TRANSLATION



= BFF

Financial Statements 2020 | 83



Financial statements
for the year ending
December 31, 2020



02



86

Report on Operations

Balance Sheet

Financial statements for the year
ending 31 December 2020

Certification by the
Financial Reporting
Officer

Report of the Independent Auditors’
Board of Statutory Report
Auditors

(Values in euro units)

Assets 12/31/2020 12/31/2019
10. Cash and cash equivalents 173,278,882 78,303,395
30. Financial assets measured at fair value through other comprehensive income 163,924 82,911,963
40. Financial assets measured at amortised cost 5,345,534,660 4,445329,811

a) due from banks 21,000,939 102,123,190

b) Receivables due from customers 5,324,533,721 4,343,206,621

70. Equity investments 141,927,288 141,927,288

80. Tangible assets 14,388,562 12,983,105

90. Intangible assets 4,565,071 3,798,378
of which

— goodwill 0 0

100. Taxassets 10,294,393 7,745,387

a) current 2,969,622 0

b) deferred 7,324,771 7,745,387

120. Otherassets 23,613,308 8,225,068

Financial Statements 2020

TOTAL ASSETS

5,713,766,088  4,781,224,395
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(Values in euro units)

Liabilities and shareholders' equity 12/31/2020 12/31/2019
10. Financial liabilities measured at amortised cost 5,118,731,966 4,350,674,741
a) due to banks 755,323,661 581,995,400

b) due to customers 3,604,512,791 2,813,010,037

¢) debt securities issued 758,895,514 955,669,304

60. Taxliabilities 78,373,474 71,552,326
a) current 0 1,576,799

b) deferred 78,373,474 69,975,527

80. Other liabilities 64,809,165 49,361,085
90. Employee severance pay 666,641 843,205
100. Provision for risks and charges 6,313,279 7,119,284
a) commitments and guarantees given 776,986 1,536,118

b) post-employment benefits 4,715,160 4,205,289

c) other provisions 821,133 1,377,877

110. Valuation reserves 3,921,324 3,791,125
140. Reserves 169,092,204 102,400,120
150. Share premium reserve 693,106 693,106
160. Share capital 131,400,994 131,326,409
170. Treasury shares (3,517,312) (1,762,756)
180. Profit (loss) for the period 143,281,247 65,225,749
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 5,713,766,088  4,781,224,395
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Income Statement

(Values in euro units)

Items 12/31/2020 12/31/2019
10. Interestincome and similarincome 173,888,294 179,399,428
of which: interest income calculated according to the effective interest method 146,871,673 149,360,456
20. Interest expenses and similar charges (36,683,178) (31,535,855)
30. Interest margin 137,205,116 147,863,573
40. Fee and commission income 8,261,654 8,114,233
50. Fee and commission expense (1,697,450) (1,788,649)
60. Net fees and commissions 6,564,204 6,325,584
70. Dividends and similarincome 78,707,302 0
80. Profits (losses) on trading 5,725,469 (689,409)
100. Profits (losses) on disposal or repurchase of:
a) financial assets designated at amortised cost 0 371,090
b) financial assets measured at fair value through other comprehensive income 362,572 (1,320)
¢) financial liabilities 56,001 0
120. Intermediation margin 228,620,664 153,869,518
130. Net losses/recoveries for credit risk associated with:
a) financial assets designated at amortised cost 2,287,236 (2,645,993)
b) financial assets measured at fair value through other comprehensive income 11,281 11,302
150. Net result from banking activities 230,919,181 151,234,827
160. Administrative expenses:
a) personnel expenses (32,592,976) (31,848,122)
b) other administrative expenses (39,150,159) (33,808,714)
170. Net provisions for risks and charges
a) commitments and guarantees given 756,774 (725,642)
b) other net provisions (1,031,250) (2,814,727)
180. Net write-downs/write-backs on tangible assets (1,989,195) (2,077,735)
190. Net write-downs /write-backs on intangible assets (1,918,668) (1,884,986)
200. Other operating income/expenses 12,509,987 9,519,469
210. Operating costs (63,415,487) (63,640,457)
260. Profit (loss) before tax from continuing operations 167,503,694 87,594,370
270. Income taxes for the financial year on current operations (24,222,448) (22,368,621)
280. Profit (Loss) from current operations after tax 143,281,247 65,225,749

300. Profit (loss) for the period 143,281,247 65,225,749

Basic earnings per share 0.840 0.382
Diluted earnings per share 0.808 0.366

88 | Financial Statements 2020 COURTESY TRANSLATION



Statement of Comprehensive Income

» BFF

(Values in euro units)

Items 12/31/2020 12/31/2019
10. Profit (loss) for the period 143,281,247 65,225,749
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 7,312 (15,881)
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 42,979 (4,270)
120. Cash flow hedges 0 0
130. Hedging instruments (undesignated elements)
140. Financial assets (other than equity instruments) measured at fair value through
other comprehensive income 79,908 4,089,737
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 130,199 4,069,587
180. Comprehensive income (Items 10+170) 143,411,446 69,295,337
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Statement of Changes in Equity

Independent Auditors’
Report

At 12/31/2019 Balances as at Changeto Balancesas at
12/31/2018 opening 01/01/2019
balances

Allocation of result for the

previous year

Reserves Dividends
and other
allocations

Share capital:

a) ordinary shares 130,982,698 130,982,698

b) other shares

Share premium reserves

Reserves
a) retained earnings 111,613,938 111,613,938 399,658 (18,763,155)
b) others 4,206,588 4,206,588
Valuation reserves (278,463) (278,463)
Equity instruments
Treasury shares (244,721) (244,721)
Profit (Loss) for the year 73,389,737 73,389,737 (399,658) (72,990,079)
Shareholders’ equity 319,669,777 319,669,777 0  (91,753,234)
At 12/31/2020 Balances as Changeto  Balancesas Allocation of profit/loss for
at12/31/2019 opening at 01/01/2020 the previous year
balances
Reserves Dividends
and other
allocations
Share capital:
a) ordinary shares 131,326,409 131,326,409
b) other shares
Share premium reserve 693,106 693,106
Reserves
a) retained earnings 95,632,066 95,632,066 65,225,749
b) other 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) (0)
Shareholders’ equity 301,673,754 301,673,754 0 (0)
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(Values in euro units)

Changes in the year

Shareholders’

equity at
12/31/2019
Changein Shareholders' equity transactions Comprehensive
reserves income 2019
Issue of new Purchase  Extraordinary Changein Derivatives Stock
shares of treasury  distribution of capital on treasury options
shares dividends instruments shares
343,711 131,326,409
0
693,106 693,106
2,381,625 95,632,066
1,486,811 662,012 412,644 6,768,054
4,069,587 3,791,125
0
163,644 (1,681,679) (1,762,756)
65,225,749 65,225,749
4,032,080 1,698,829  (1,681,679) 412,644 69,295,337 301,673,754
(Values in euro units)
Change in the year Shareholders’
equity at
12/31/2020
Changein Shareholders' equity transactions Comprehensive
reserves income 2020
Issue of new  Purchase of Extraordinary Changein Derivatives Stock
shares treasury distribution of capital  ontreasury options
shares dividends instruments shares
74,585 131,400,994
0
693,106
820,008 161,677,823
(631,437) 1,277,764 7,414,381
130,199 3,921,324
0
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
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Statement of Cash Flows

Indirect method

Report of the Independent Auditors’
Board of Statutory Report
Auditors

(Values in euro units)

Amount

12/31/2020 12/31/2019
A. OPERATING ACTIVITIES
1. Management 144,095,868 73,694,936
- net profit/loss for the year (+/-) 143,281,247 65,225,749
- gains/losses on financial assets held for trading and other financial assets/liabilities

measured at fair value through profit or loss (-/+)
- gains/losses on hedging operations (-/+)
- net value adjustments/write-backs for credit risk (+/-) (2,287,236) 2,636,268
- net adjustments/recoveries on tangible and intangible assets (+/-) 3,907,863 3,962,721
- net allocations to provisions for risks and charges and other costs/income (+/-) (806,006) 1,870,197
- taxes, duties and unpaid tax credits (+/-)
- net value adjustments/write-backs on discontinued operations, net of the tax effect
(+/-)

- other adjustments (+/-)
2. Cash flow generated/absorbed by financial assets 829,231,513 429,193,037
- financial assets held for trading 0 0
- 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 (82,827,946) (81,933,633)
- financial assets measured at amortised cost 211,888,963 466,458,619
- other assets 700,170,495 44,668,052
3. Cash flow generated/absorbed by financial liabilities 787,558,047 457,656,015
- financial liabilities measured at amortised cost 768,122,341 464,275,491
- financial liabilities held for trading 0 0
- financial liabilities carried at fair value
- other liabilities 19,435,707 (6,619,476)
Net cash generated/absorbed by funding activities 102,422,402 102,157,914

Financial Statements 2020

(CONT'D)

COURTESY TRANSLATION



» BFF

(Values in euro units)

Amount

12/31/2020 12/31/2019
B. INVESTING ACTIVITIES
1. Liquidity generated by 0 0
- sales of equity investments
- dividends collected on equity investments
- sales of tangible assets
- sales of intangible assets
- disposals of business units
2. Liquidity absorbed by (4,819,031) (31,212,874)
- purchases of equity investments 0 (26,440,276)
- purchases of tangible assets (2,133,670) (2,851,433)
- purchases of intangible assets (2,685,362) (1,921,165)

- purchases of business units

Net cash generated/absorbed by investing activities (4,819,031) (31,212,874)
C. FUNDING ACTIVITIES

- Issue/purchase of treasury shares (2,702,469) (1,381,679)
- issue/purchase of equity instruments 74,585 1,036,817
- distribution of dividends and other purposes 0 (91,753,234)
Net cash generated/absorbed by financing activities (2,627,884) (92,098,095)
NET CASH GENERATED/ABSORBED DURING THE FINANCIALYEAR 94,975,487 (21,153,055)

RECONCILIATION

(Values in euro units)

Financial statement items Amount

12/31/2020 12/31/2019
Cash and cash equivalents at start of financial year 78,303,395 99,456,450
Total net cash generated/absorbed during the financial year 94,975,487 (21,153,055)

Cash and cash equivalents: effect of changes in exchange rates

Cash and cash equivalents at end of financial year 173,278,882 78,303,395
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NOTESTO THE FINANCIAL STATEMENTS

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

Part A - Accounting policies

Part B - Notes to the Balance Sheet

Part C - Notes to the Income Statement

Part D - Comprehensive income

Part E - Information on risks and related hedging policies

Part F - Information on shareholders’ equity

Part G - Business combinations of companies or business units
Part H - Transactions with related parties

Part | - Share-Based Payments

Part M - 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, 2020 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 carried out 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 as at December 31, 2020 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 denominated in euros, which is the functional currency.

All amounts included in the notes are in thousands of euros, unless otherwise stated; prior-year figures are
provided for the purposes of comparison.

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, 2020 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”;
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» 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%;

p 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”;

D The ECB letter dated April 1, 2020 “IFRS 9 in the context of the Coronavirus (Covid-19) pandemic” addressed
to all significant institutions;

p TheEBAguidelinesofApril2,2020"Guidelines on legislative and non legislative moratoria onloanrepayments
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”;

D ECB letter of December 4, 2020 “ldentification 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 Covid-19.

For considerations regarding the main impacts, risks and uncertainties of the health emergency, please refer to
the detailed discussion in Section 4 - Other Aspects - Risks, uncertainties and impacts of the Covid-19 epidemic.
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Accounting standards, amendments and interpretations effective from 2020

The following is applicable from 2020:

»

Amendments to the references to the Conceptual Framework in the IFRS corpus. The amendments update
several references and citations in the IFRS standards and interpretations to refer to the revised Conceptual
Framework or to specify the version of the Conceptual Framework to which they refer. The document helps
to ensure that the standards are conceptually coherent and that similar transactions are dealt with in the
same way, in order to provide useful information to investors, lenders and other creditors.

Amendments to IAS 1 - Presentation of Financial Statements and IAS 8 - Accounting Policies, Changes in
Accounting Estimates and Errors, aimed at clarifying the definition of “material” in order to make it easier
for companies to make materiality judgements and improve the relevance of information in the notes to the
financial statements.

Amendmentsto IFRS 9—Financial Instruments, IAS 39 - Financial Instruments: Recognition and Measurement
and IFRS 7 - Financial Instruments: Disclosures, introducing temporary exceptions and limits to the application
of provisions on the accounting treatment of hedging operations so that entities may continue to comply
with the provisions by presuming that the relevant indices for determining the existing interest rates are
not modified by the interbank rate reform (Interest Rate Benchmark Reform). The amendment also requires
companies to report additional information about their hedging relations that are directly affected by the
uncertainties of the reform, to which these derogations apply.

Amendments to IFRS 3: Business Combinations, providing clarification regarding the definition of a business
in order to facilitate practical implementation.

No particular materialimpacts onthe Group's accounts have beenidentified as aresult of the above amendments.

Accounting standards and interpretations not mandatory from 2020:

4

Amendments to IFRS 16 — Leases to make it easier for lessors to account for rental incentives (e.g. suspension
of rent or temporary reduction of rent) resulting from the Covid-19 pandemic. The amendment exempts
lessees from having to consider individual lease agreements to determine whether the incentives granted
as a result of the Covid-19 pandemic are changes to the contract and allows same parties to account for
these incentives as if they were not changes, therefore immediately to the income statement. The practical
expedient applies to Covid-19 incentives that reduce payments of rents due by June 30, 2021 and does not
affect lessors.

Document "Interest Rate Benchmark Reform - Phase 2" published by the IASB in light of the Interbank
Interest Rate Reform (IBOR) which contains amendments to the following standards:

— IFRS 9 - Financial instruments;

IAS 39 - Financial instruments: recognition and measurement;

IFRS 7 - Financial instruments: supplementary information;
IFRS 4 and IFRS 17 - Insurance contracts;
IFRS 16 - Leases.

Phase 2 amendments address issues that arose during the reform of the reference interest rates, including the
replacement of a reference rate with an alternative rate. The amendments came into force from January 1,
2021, but early application is permitted.
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No particular materialimpacts onthe Group's accounts have beenidentified as a result of the above amendments.

Upcoming accounting standards, amendments and interpretations

Attheapprovaldate ofthese consolidatedfinancial statements, the followingaccountingstandards, amendments
and interpretations were issued by the IASB, although not yet endorsed by the European Commission:

Amendments to IFRS 3 - Business combinations;

Amendments to IAS 16 - Property, plant and equipment;
Amendments to IAS 37 - Provisions, liabilities and contingent assets;
Annual Improvements to IFRS Standards 2018-2020 Cycle;

Amendments to IAS 1 - Presentation of the financial statements;

4
4
4
4
4
» Amendments to IAS 8 - Accounting policies, changes in accounting estimates and errors.

The potential repercussions of the upcoming application of these standards, amendments and interpretations
on BFF Banking Group financial reporting are still being examined and assessed.

Section 3 - Events after the reporting date

With regard to the recommendation of the European Central Bank ("ECB”) and the Bank of Italy not to distribute
or make any irrevocable commitment for the payment of dividends for the years 2019 and 2020, on March
31, 2020 the Board of Directors of Banca Farmafactoring S.p.A. resolved to comply with the aforementioned
instructions, confirming the Bank's dividend policy and proposing the payment of the 2019 Expected Total
Dividends equal to €70.9 million after the end of the Covid-19 emergency, and in any case not payable before
October 1, 2020.

This decision was confirmed by the Board of Directors on August 6, 2020.

In February 2021 discussions took place with the Bank of Italy in which, also following the exit from the Bank's
share capital of BFF Luxembourg S.a r.l. (in this regard please see the announcement regarding the successful
completion of the accelerated book building operation of February 12, 2021) which will result in the loss of the
CRR Banking Group headed by BFF Luxembourg S.ar.l., the Supervisory Authority indicated that the maximum
amount of the dividend distributable in compliance with the Recommendation issued by the Bank of Italy on
December 16, 2020 is the lower of 15% of the cumulative profits of 2019-20 and 20 basis points of the CET1
coefficient.

The DEPObank merger operation is expected to be completed in the first quarter of 2021.
For more information please refer to the following paragraph.

98 Financial Statements 2020 COURTESY TRANSLATION



» BFF

Section 4 - Other issues

Binding agreement for the acquisition of DEPObank - Banca Depositaria Italiana S.p.A.
and approval of the Merger Plan for the merger by incorporation into BFF S.p.A.

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 (the
“Operation”).

The Operation will create the number-one Italian player in specialty finance, further develop DEPObank’s
business and improve access to funding and capital to serve BFF’s traditional clients.

The Operation is expected to be completed by the first quarter of 2021, following the approval of the merger by
BFF’s Extraordinary Shareholders' Meeting® held on January 28, 2021.

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 will be changed to "BFF Bank S.p.A.” and “BFF Banking Group”, respectively, as
well as the change in share capital, which will be increased through the issuance of 14,043,704 new ordinary
BFF shares for Equinova. In addition, following the authorisations from the 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.

As part of the transaction Banca Farmafactoring will change its name to BFF Bank S.p.A.

Inspection by the Finance Police

As disclosed in the financial statements at December 31, 2019, in the auditors' report issued on January 29,
2020 upon the conclusion of the tax audit of the company, the Finance Police charged the Bank, as withholding
agent, with improperly applying the reduced withholding tax in lieu of the ordinary withholding tax on dividends
distributed in 2016 by the Luxembourg company BFF Luxembourg S.ar.l. ("BFF Lux”) and the recognition of the
withholding tax exemption on dividends distributed to the parent company in 2017 and 2018.

19) 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”).

20) The merger will not give rise to rights of withdrawal for shareholders of BFF who do not vote in favour of the relevant resolution.
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The Company took prompt action following the service of the auditors' report, filing two defensive statements
with the competent office of the Italian Agency of Revenue, the first on April 9, 2020 and the second on
November 9, 2020.

After extensive debate with the Italian Agency of Revenue, the officials decided to maintain the charges solely
with regard to a part of the dividends distributed to BFF Lux in 2016, with respect to which, according to the
assessing office, BFF Lux does not qualify as the beneficial owner.

As for the penalties, on the basis of the arguments made by the Company, the Agency concluded that they
should be waived in their entirety.

The assessment and settlement agreement was then signed on December 23, 2020, establishing a higher
withholding tax corresponding to the disputed withholding tax, net of the amount originally paid by the Bank.

The Bank made payment of the fullamount due according to the office’s instructions by the established deadline
of January 12, 2021.

The Bank then informed its shareholder BFF Lux of the exercise of its right to recovery under the law from the
taxpayer, receiving a reimbursement for the entire amount due on January 26, 2021.

Centerbridge

In 2020, BFF Luxembourg S.a r.l. (Centerbridge) ("BFF Lux"”) concluded three accelerated bookbuilding (ABB)
procedures on January 9, June 1 and October 6, selling 18,700,000, 17,000,000 and 6,800,000 BFF shares,
respectively.

In addition, on May 11, 2020 BFF Lux announced that it had purchased a total of 167,279 BFF shares from April
1 to April 6, 2020. Following these purchases and the three ABB procedures described above, as of December
31,2020 BFF Lux held 13,563,387 BFF shares, representing 7.948% of share capital issued and subscribed as of
that same date.

It should be noted that despite the reduction in BFF Lux's shareholding percentage, BFF Lux is still qualified by
the Bank of Italy as the Parent Company of the CRR group.

As a result of the reduction in the shareholding percentage, on August 12, 2020 the Bank formally requested the
Regulator to exclude BFF Lux from the CRR group. As of today, the Bank has not received any formal feedback.

Subsequently, on February 11, 2021 BFF Lux initiated and then concluded on February 12 the sale of all its
remaining shareholdings in BFF, through ABB, addressed to certain categories of institutional investors, for
11,806,970 shares, and following the exercise of a call option with physical delivery of 1.76 million shares by
Massimiliano Belingheri, CEO of BFF, pursuant to the relevant existing “Lock up and Option Agreement”.

With this ABB, BFF Lux completed its exit from BFF's capital.
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Risks, uncertainties and impacts of the Covid-19 epidemic

Material events in 2020 include the emergence and 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 the BFF Group operates
and their GDP growth prospects.

Beginning and February and extending throughout 2020, the national and international scenario has been
characterized by the spread of the virus and the consequent restrictive measures to contain it, implemented by
the government 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, the impacts are believed to have been contained and may be
summarised as follows:

p Adeclineinthe late paymentinterest collected, since it proved more difficult to reach settlement agreements
with the public administration through remote channels;

p 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;

D 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).

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, resulting in
an update by the Bank, as the Parent Company, 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”).

Information is given on the following topics and measures:

) 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,
taking appropriate measures to guarantee operations. To date there have not been any business continuity
issues. Indeed, the IT structure was strengthened and the related expenditures were offset by savings from
lower travel, entertainment expenses, utilities and consumables.

On the cybersecurity front, the Group has periodically communicated to its employees about possible fraud
and the conduct necessary to avoid exposing the companies to any risks. For this purpose, mandatory online
training has been made available to all employees. During the last few months, meetings of the Security
Committee have been held on a regular basis. During these meetings it was decided to have all Bank
employees work from home.
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Staff are now fully operational, working remotely, 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: first of all, it should be noted that the Covid-19 pandemic affected all the countries that
the Group operates in offering non-recourse factoring and/or customer financing. The contagion afflicted
the Czech Republic, Portugal, Spain, Croatia, France, and Slovakia more strongly, countries where the ratio
between the number of Covid-19 cases and the total population is significantly higher than others. Overall,
the Group continued to operate throughout the emergency, guaranteeing complete efficiency to existing
and potential customers.

The restrictive measures put in place due to the pandemic have had a significant impact on credit risk, but the
Group has suffered relatively little as the main customers are large companies or multinationals.

With regard to volumes, there has been an increase in demand for factoring services due to an increase in
public health expenditures to cope with the implications of the pandemic. In this context, the Bank has also
encountered some difficulties in developing new business relationships since visits to customers have not
been possible.

The inflow of liquidity to local governments has 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 legal activities, however, it should be noted that in 2020 all countries suspended procedural
deadlines (e.g. limitations, caducity, nullity, unenforceability). Due to the pandemic, during some periods of
2020 the courts managed the requests received in order of priority, and subsequently gradually restarted the
pending proceedings. On this point, as far as Italy is concerned see the paragraph below, "The extraordinary
regulatory environment which the Parent Company operated in”.

Liquidity: to deal with the current health emergency, the Bank has put in place the necessary measures
to monitor and control the liquidity position. The Parent Company (i) performs more frequent and more
detailed stress analyses as well as with increasing and variable impacts, (i) maintains a greater share of
assets freely available to meet unforeseen liquidity needs, (iii) monitors the markets through banks it has
relationships with, and (iv) increased the frequency of monitoring changes in the collection trends of Public
Administration debtors. In fact, the Bank had already adopted its own Contingency Funding Plan (“"CFP"),
approved by its Board of Directors. This document illustrates the indicators and recovery thresholds
identified with respect to the liquidity coverage ratio (LCR) and the related escalation and decision
processes to be triggered in order to prevent and manage a possible liquidity crisis. The CFP indicators did
not identify situations of tension, notwithstanding the Covid-19 emergency. In fact, recovery options are
considered perfectly suitable to deal with the current health emergency, depending on their probability of
realisation and degree of effectiveness to cope with any situations of extreme stress on the Group's capital
and liquidity.
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b Capital requirements: There are no particular impacts on Own Funds and regulatory requirements following
the Covid-19 health emergency. Capital ratios are above the minimum required by the Regulator.

Moreover, on June 27, 2019 the Bank of Italy introduced some amendments to circular no. 272 concerning
credit quality and the rules on the new definition of default. These amendments take into account the
provisions of Delegated Regulation (EU) no. 171/2018 of the European Commission of October 19, 2017.

It should be noted that, in line with the indications of the EBA, for smaller banks the application of the
prudential default requlation contained in the 27th update of Circular 285, and the effective date of the
amendments to the supervisory statistical reports and the balance sheet of the banks contained in the
Communication of June 26, 2019, was postponed to January 1, 2021.

In the provisions on the new definition of default, with an explanatory note on October 15 the Supervisory
Authority made it mandatory to use the invoice due date as the starting date when calculating the days past
due.

As at December 31, 2020, with a view to approximating the provisions on the new definition of default,
in compliance with the aforementioned communication the Group 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 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 capital 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.

For more details and insights regarding the impacts of Covid-19 on credit risk, refer to Part E of the Notes to the
Financial Statements.

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

1) Contractual amendments and derecognition (IFRS 9)

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”.
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2) Amendment of the accounting standard IFRS 16

In 2020 the Bank did not apply any of the practical expedients provided for in Regulation (EU) No 1434/2020 as
a result of modifications to the terms of loans.

Statutory audit

The Shareholders’ Meeting of Farmafactoring S.p.A. held on May 3, 2012 appointed PricewaterhouseCoopers
S.p.A. to audit the financial statements from 2012 to 2020, pursuant to the provisions of Article 2409-bis of the
Italian Civil Code and Legislative Decree 39/2010.

Authorisation for issue

Pursuant to IAS 10, paragraph 17, please note that Banca Farmafactoring S.p.A.'s Board of Directors authorized
these financial statements for issue on February 17, 2021.
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A.2 MAIN ITEMS OF THE FINANCIAL STATEMENTS

The following describes the accounting policies adopted to prepare the financial statements at December 31,
2020, 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 recognising, classifying, measuring
and derecognising the main assets and liabilities as well as for recognising revenues and costs, is provided below
along with other information.

1 - Financial assets

The accounting standard IFRS 9 divides financial assets into three categories:
b 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.

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:

a) Thefinancial assetis held within a business model whose objective is achieved by both collecting contractual
cash flows and selling financial assets (HTC&S business model) and the contractual terms of the financial
asset give rise to cash flows on specified dates that are solely payments of principal and interest on the
principal amount outstanding (meeting the SPPI test).

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.

Specifically, the main items in this category are:
P government securities classified in the HTC&S portfolio and that passed the SPPI test,

b the equity investment in Nomisma S.p.A. (since this company is not subject to significant influence) and the
contributions required by the FITD Voluntary Scheme.
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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.

Recognition criteria

Financial assets are initially recognized at fair value on the settlement date. This amount usually corresponds to
the consideration paid, including transaction costs and 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".
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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 consolidated
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 recognised 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.

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.
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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 recognised in the financial statements, even if legally
their ownership has been effectively transferred.

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 6th Update of Bank of Italy’s Circular no. 262 of
December 22, 2005, this financial statement item includes:

p Receivables due from banks;

b receivables due from customers, including debt securities classified in the HTC business model and that
passed the SPPI test.

Receivables due from banks mainly refer to ordinary current accounts and those generated by liquidity collected
in the closing days of the period, pending clearance, relating to both receivables management contracts and
management of non-recourse receivables.

Receivables due from customers are primarily comprised of 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 the laws in force (Italian Legislative Decree 231/2002 “Implementation of Directive 2000/35/EC
on combating late payments in commercial transactions”).

Receivables fromfactoring transactions almost exclusively referto non-recourse purchase transactions involving
the full transfer of all the risks and rewards relating to receivables.

Debt securities classified as HTC consist of government securities.
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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:

D Sales are attributable to the increased credit risk of a financial asset;

) sales are infrequent (even if significant in terms of amount) or insignificant at an individual level and in
aggregate form (even if frequent);

b 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.

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 Bank 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,
orin equity, as part of the relevant revaluation reserve, in the case of a reclassification to FVOCI.
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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 recognised at fair value inclusive of the sums disbursed, including of transaction costs or
income directly attributable to the instrument. With reference to loans in particular, the date of disbursement is
usually the date on which the contract is signed. If this is not the case, when the contract is signed a commitment
will be included to disburse funds, and this commitment ends on the date the loan is drawn down.

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.

Pursuant to IFRS 15, 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. Inthe case in question, consistently with the “Bank of Italy/Consob/lvass Document no. 7 of November 9,
2016" onthe “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 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 basis is a structural element of the ordinary
business activities for the management of such receivables;

p 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.

Asfarasthe receivables of BFF are concerned, the updating of the time series, which was undertaken considering
the collections for 2019, 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 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 realisation value of any guarantees.

Whenrecognizingimpairment, the carryingamount 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”.

Financial Statements 2020 COURTESY TRANSLATION



» BFF

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.

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 Bank’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:

b 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;

p Hedges of a net investment 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). In the 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 reporting date.
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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.

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 year-end or interim reporting date using:

) 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:

b 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;

» 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”;

D 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”.
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Derecognition criteria

The accounting treatment of hedging operations is discontinued in the following cases: a) a hedge undertaken
through a derivative ceases oris 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.

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

The initial recognition of equity investments takes place on the settlement date if traded in accordance with
market practice (reqular 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:

D 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;

P 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.
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Criteria for assessing and recognising income components
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 itis not possible to gather sufficient information, 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 recognised
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”.

Derecognition criteria

Equity investments are derecognised 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 movable property and industrial buildings, plant and other machinery and equipment
held for use by the Bank for more than one period.

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).
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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.

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;
p Furniture: maximum 9 years;

p Plant: maximum 14 years;

p Office machines: maximum 3 years;
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 fixed assets is reviewed at the end of each 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.
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At the date of IFRS first-time adoption (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”.

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.

With respect to the RoU asset, resulting from the application of IFRS 16, subsequent to the commencement date
the Bank shall measure the Right of Use (RoU) asset by applying a cost model as follows: a) less any accumulated
depreciation, calculated over a time horizon aligned with the lease term, considering any exercise of the options
included in the lease agreements, and any accumulated impairment losses; b) adjusting for any remeasurement
of the lease liability.

Derecognition criteria

An item of tangible assets shall be derecognized from the Balance Sheet on disposal or when permanently
retired from use and no future economic benefits are expected from its disposal.

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.

Recognition criteria

Intangible assets are recognized 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.
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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:

p Software: maximum 4 years;

p Otherintangible assets: maximum 6 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.

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 determining the
result for the period.

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 period.

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 270 “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 OCI 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 reporting period, 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;

p areliable estimate can be made of the amount of the obligation.

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.

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”.
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Derecognition criteria

Derecognition occurs when the obligation or contingent liability that generated the recognition of a provision
is extinguished.

11 - Financial liabilities measured at amortised cost

Classification criteria

Thisitemincludes “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.

Measurement criteria

The amounts due to banks and customers are measured at their face value, since they are generally liabilities
due within 18 months and in consideration of the fact that the effect of applying the amortized cost method
would be negligible.

Debt securities issued are measured at amortized cost using the effective interest method.
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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.

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.

15 - Other information

Treasury shares

The treasury shares held shall be deducted from equity. Similarly, their original cost and the gains or losses from
their subsequent sale shall be recognized as changes in equity.

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
March 28, 2019.

The Bank’s Ordinary Shareholders’ Meeting of April 2, 2020, after examining the relevant illustrative Report
by the Board of Directors, decided to revoke the previous authorization 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 8,323,880,
representative of 5% of the Bank's capital (taking accounting of the treasury shares already in portfolio).

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, 2020 (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;

p by discounting to present value, at the measurement date, the amount of the accrued benefits at December
31, 2020, based on financial assumptions.
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IAS 19 (revised) requires actuarial gains and losses to be recognized in other comprehensive income in the
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, interest accrued, and expected revenues from assets servicing the plan. Actuarial gains and losses, as
envisaged by IAS 19, are recorded in a revaluation reserve.

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. More specifically:

b 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.

b 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 to confirm such
percentages in periodic reporting.

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 2019. 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, 2019, 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 of the empirical 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 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.
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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:

b when the receivables are entrusted for management (fees and commissions on acceptance, and handling
expenses);

» when the receivables are collected (collection fees and commissions).

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 overthe 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 realisation 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 allocated shall be accounted for as cancellation of part of
them.

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;

D 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, authorised 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.

At December 31, 2020 the number of stock options assigned and not exercised amounted to 5,720,616, of
which 3,145,410 exercisable.
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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 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;

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;

b Type of exercise: ordinary or cashless exercise.
For more information on the 2020 Plan, refer to Part | of the Notes to the Financial Statements.
At December 31, 2020 the number of stock options assigned amounted to 5,060,000, of which none exercisable.

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

(i) 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) Andin order to meet any payment obligations pursuant to non-competition agreements (*"NCAs"), should in
the future Risk Takers who have signed such agreements leave the Group.

Proposal for a divisible free capital increase, pursuant to Art. 2349 of the Italian
Civil Code, following revocation of the resolutions authorizing delegation and the
paid capital increase approved by the Extraordinary Shareholders' Meeting on
March 28, 2019 and by the Board of Directors on April 8, 2019, and the consequent
amendment to Art. 5 of the Articles of Association

The Extraordinary Shareholders' Meeting of April 2, 2020, having examined the relevant illustrative Report by
the Board of Directors, resolved:

D To revoke, for the portion not executed, (i) the paid capital increases authorized by BFF's Extraordinary
Shareholders' Meeting on March 28, 2019 in service of the implementation of the "Banca Farmafactoring
Banking Group Stock Option Plan” in effect at the time, (ii) the authority delegated to the Board of Directors
by the Extraordinary Shareholders' Meeting on March 28, 2019 for a free capital increase of a maximum of
€3,003,000, with the issuance of a maximum of 3,900,000 new ordinary shares, for needs relating to the
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Company's remuneration and incentive policies, as well as (iii) the capital increase approved, pursuant to the
said delegation of authority, by the Board of Directors on April 8, 2019;

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”;

P Toamend Article 5 of the Articles of Association as a consequence of the foregoing;

P Tograntthe Board of Directors, and on its behalf its Deputy Chairman and Chief Executive Officer, all powers
to execute the foregoing resolutions, and to amend Article 5 of the Articles of Association from time to time
as a consequence of the resolutions, execution and completion of the capital increases.

In the context of the acquisition of DEPObank, a capital increase is envisaged in favour of the selling shareholder
Equinova through issues of 14,043,704 shares, with no expressed nominal value and a total theoretical nominal
value of €10,813,652, which will make Equinova the lead shareholder of BFF with an estimated shareholding
based on the structure of the shareholders at the date of this document equal to approximately 7.6% of the
share capital.

Use of estimates and assumptions in the preparation of financial reporting

Inaccordance with IFRS, the elaboration of estimates by management is a prerequisite for the preparation of the
financial statements at December 31, 2020. 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, 2020 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:

p The degree of recoverability and estimated collection times for late payment interest 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;
Expenses recorded on the basis of provisional values that are not definitive at the date of the report;
Employee benefit provisions based on actuarial assumptions, and provisions for risks and charges;

The recoverability of deferred tax assets;

v v v v v v Vv

Any impairment of equity investments; in light of the results at December 31, 2020, there are no trigger
events that could impact the valuation of equity investments recorded in the financial statements.
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Measurement of impairment losses on financial assets

At each 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:

p 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”;

p 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.

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:

b 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”;

b 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.
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To allocate exposures subject to impairment in stages, the Bank has adopted the following method, which can
be summarized in two fundamental criteria:

) Quantitative 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, orin the presence of forbearance measures, i.e., extensions
of payment terms granted to the counterparty in light of the deterioration in its financial situation, shall be
allocated to Stage 2. The standard specifies that a significant deterioration in credit risk can occur even before
this deadline, 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.

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 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).
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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;

b 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;
» 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.

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:

p 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.
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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.

D 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): the Bank considers the Bank of Italy's quarterly

decay rate.*

b 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.

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:

p 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:

p dynamic equations systems representing aggregate supply and demand components;

) periodic reassessments of equations to verify model robustness and prediction accuracy;
b 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.

21) 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 impairment”
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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Three scenarios were chosen to calculate PIT and FLI PD:
D 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.

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).
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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 impairments, 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:
b 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);

p stochastic exposures (unknown cash flows and/or due dates).

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.
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IFRS 9 - Update to reflect the Covid-19 financial crisis

At December 31, 2020, in the light of greater awareness of the effects of the Covid-19 pandemic, the Bank
entered into discussions with the rating agency Moody's to assess the effects of the actual duration of the
pandemic, the return to conditions of normality (i.e., return to a pre-Covid-19 situation) and, finally, the time
needed to reach a “new normal”.

With regard to the actual duration of the pandemic, the external agency's studies confirm that the impact in
question covers the 2020-2022 forecast period. Specifically, it is estimated that 2020 will be characterised by a
drastic decline in the economy and then enter into a gradual recovery from mid-2021 to 2022.

On the other hand, the return to normality is estimated to occur in 2023 and 2024, with values essentially in
line with those recorded before Covid-19. As for reaching a "new normal” and thus a scenario other than that
characterized by the effects of the pandemic, the agency estimates that a “long-term growth” scenario will
begin in 2025.

On the basis of the most recent publications obtained and available for use from the rating agency, in December
2020 the Bank conducted a qualitative analysis of the scenarios for December, comparing them with those
currently in use for June 2020. In this inquiry, it was concluded that the December macroeconomic scenarios
are essentially in line with those from June 2020, which point to a decline in the economy of around -7% in the
fourth quarter of 2020, a gradual recovery and an improvement in 2021 and 2022, due in part to the positive
effects of the vaccine on the global population and, finally, a return to a pre-Covid situation, estimated to occur
in the years 2023-2024.

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.

As it did as at March 31 and June 30, 2020, in light of the Covid-19 macroeconomic scenario the Bank has
updated the PD and LGD curves to be applied to exposures towards counterparties on the basis of qualitative
and quantitative assessments from external service providers.
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A.4 - INFORMATION ON FAIR VALUE

Qualitative information

A.4.1 Fairvalue 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.

Financial assets measured at fair value through OCI (government securities and investment in the FITD Voluntary
Scheme), recognized at December 31, 2020, are mostly classified as Level 1, since they refer to government
securities, so a market approach is used for quoted prices and other relevant information observable on the
market and to a lesser extent as Level 2, as the measurements were made using inputs other than the quoted
prices used in Level 1 and observable directly or indirectly for the assets and liabilities.

Level 3 financial assets refer to the equity investmentin Nomisma S.p.A. - Societa di Studi Economici, accounted
for at cost, in the absence of other observable valuation inputs.

A.4.2 Processes and sensitivity of valuations

At December 31, 2020, the Bank did not have any financial instruments held for trading, whose fair value
changes could impact the income statement at the end of the reporting period.

A.4.3  Fair value hierarchy

At December 31, 2020, as in 2019, there were no transfers between Level 1, Level 2 and Level 3.
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Quantitative information
(All amounts are stated in thousands of euros)

A.4.5 Fairvalue 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)

12/31/2020 12/31/2019

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

a) financial assets
held for
trading

b) financial assets
carried at fair value

¢) other financial assets
subject to mandatory
fair-value valuation

2. Financial assets measured
at fair value through other
comprehensive income 147 17 82,748 147 17

3. Hedging derivatives

4. Tangible assets

5. Intangible assets
Total (1 147 17 82,748 147 17

1. Financial liabilities
held for
trading

2. Financial liabilities
at fair value

3. Hedging derivatives

Key:

L1=Levell
L2 =Level 2
L3 =Level 3
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A.4.5.2 Annual changes in assets measured at fair value on a recurring basis (level 3)

Independent Auditors’
Report

(Values in thousand euros)

Financial assets measured at fair value through profit or loss

of which:

a) financial
assets held for
trading

Total

of which:

b) financial
assets at fair
value

of which: ¢)
other financial
assets subject to
mandatory fair-
value valuation

Financial
assets
measured
at fair value

Hedging
derivatives

through other
comprehensive

income

Tangible
assets

Intangible
assets

1. Opening balances

17

2. Increases

2.1 Purchases

2.2 Profits charged to:

2.2.1 Income
Statement

- of which gains

2.2.2 Shareholders'
equity

2.3 Transfers from
other levels

2.4 Otherincreases

3. Decreases

3.1 Sales

3.2 Repayments

3.3 Losses charged to:

3.3.1 Income
Statement

- of which losses

3.3.2 Shareholders'
equity

3.4 Transfers from
other levels

3.5 Other decreases

4. Closing balances

17
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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 12/31/2020 12/31/2019
valued at fair value or valued
at fair value on a non- BV L1 L2 L3 BV L1 L2 L3

recurring basis

1. Financial assets measured
at amortised cost 5,345,535 1,739,407 0 3,663,484 4445330 1,007,580 0 3,449,308

2. Tangible assets held for
investment 0 0 0 0 0

3. Non-current assets and
groups of assets held for
disposal 0 0 0 0 0

5,345,535 1,739,407 3,663,484 4,445,330 1,007,580 0 3,449,308

1. Financial liabilities
measured at
amortised cost 5,118,732 771,810 0 4,359,836 4,350,675 966,893 3,395,005

2. Liabilities linked to
assets held for sale 0 0 0

5,118,732 771,810 4,359,836 4,350,675 966,893 0 3,395,005

Key:

BV = Book value
L1=Levell

L2 =Level 2

L3 =Level 3

A.5 - INFORMATION ONTHE “"DAY ONE PROFIT/LOSS”

The Bank 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 - Notes to the Balance Sheet

All amounts in the tables are stated in thousands of euros.

ASSETS

Section 1 - Cash and cash equivalents — Item 10
€173,279 thousand

1.1 Cash and cash equivalents: breakdown
(Values in thousand euros)

Total Total

12/31/2020 12/31/2019

a) Cash 2 1
b) Demand deposits with central banks 173,277 78,302
Total 173,279 78,303

The balance includes the cash on hand and unrestricted deposits with the Bank of Italy, amounting to €173,279
thousand.

Section 3 - Financial assets measured at fair value through other
comprehensive income - Item 30

€164 thousand

At December 31, 2020 this item included:

p TheamountchargedtoBanca Farmafactoring as part of its contributions to the Voluntary Scheme established
by FITD in relation to the actions taken to support Cassa di Risparmio di Cesena for a total of €147 thousand,
equal to the fair value communicated directly by FITD in January 2018. As already mentioned, the Bank
has already announced its intention to withdraw from the Voluntary Scheme on September 17, 2017. For
this reason, the Bank will no longer be forced to make any additional payments to the aforesaid Voluntary
Scheme;

p The amount held by Banca Farmafactoring in Nomisma S.p.A. - Societa di Studi Economici, equal to €17
thousand, accounted for at cost, in the absence of other measurement inputs.

This item usually classifies the securities belonging to the HTC&S (Held to Collect and Sell) portfolio whose
measurement is carried out at fair value. Only the interest calculated according to the effective rate of return is

recognized in the income statement.

At the end of the reporting period, the value of securities is compared to their fair value and any difference is
recognized in OCl and in equity as part of the revaluation reserves, after tax.
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At December 31, 2020 the Bank did not own any Italian government securities classifiable in the HTC&S
portfolio. During the reporting period, in fact, they were sold, realising revenues of €363,000, before the tax
effect, in the income statement classified under item 100 “Gains (losses) on disposal or repurchase of: financial
assets measured at fair value through OCI".

As regards the valuation of equity securities, it is specified that, as envisaged by IFRS 9, any changes in value
(with the exception of dividends) will directly impact equity, without being carried on the income statement,
with an indication on the statement of comprehensive income.

Nomisma S.p.A.’s highlights are as follows:

(Amounts in € units, unless otherwise stated)

Description Carrying amount No. of shares Nominal value Percentage
(€/cent) purchased per share (€/cent) of equity

investment

Nomisma S.p.A. 17,335.18 72,667 0.239 0.250%
Registered office Bologna - Strada Maggiore 44
Share capital 6,963,499.89 fully paid

(Amounts in euro units, at 12/31/2019)

Shareholders' Equity 8,916,584

Profit/(loss) for the period 716,484
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3.1 Financial assets measured at fair value through other comprehensive income: breakdown by
commodity type

(Values in thousand euros)

Items/values Total Total

12/31/2020 12/31/2019

L1 L2 L3 L1 L2 L3

1. Debt securities 0 0 0 82,748 0 0

1.1 Structured securities
1.2 Other debt securities 0 82,748
2. Equity securities 147 17 147 17

3. Loans

Total (0] 147 17 82,748 147 17
Key:

L1=Levell

L2 =Level 2
L3 =Level 3
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3.2 Financial assets measured at fair value with impact on comprehensive income: breakdown by

borrower/issuer

(Values in thousand euros)

Items/values

Total Total
12/31/2020 12/31/2019

1. Debt securities

0 82,748

a) Central Banks

0 82,748

b) Public administrations

c) Banks

d) Other financial companies

of which: insurance companies

e) Non-financial companies

2. Equity securities

164 164

a) Banks

b) Otherissuers:

— other financial companies

147 147

of which: insurance companies

— non-financial companies

17 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

COURTESY TRANSLATION

164 82,912
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3.3 Financial assets measured at fair value through other comprehensive income: gross amount and

total adjustments
(Values in thousand euros)

Gross value Total value adjustments Total partial
write-offs*
Stage one of which: Stage two Stage Stageone Stagetwo Stage
Instruments three three
with low
credit risk
Debt securities
Loans
Total 12/31/2020 - -
Total 12/31/2019 82,759 (11)
of which: purchased
or originated
impaired financial assets X X X

(*) Value provided for disclosure purposes.

Section 4 - Financial assets measured at amortized cost - Item 40
€5,345,535 thousand
This item is broken down as follows:

) Receivables due from banks of €21,001 thousand;

D Receivables due from customers of €5,324,534 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 €1,682,050 thousand.

142 | Financial Statements 2020 COURTESY TRANSLATION



» BFF

Receivables due from banks
€21,001 thousand

4.1 Financial assets measured at amortised cost: commodity breakdown of amounts due from
banks

(Values in thousand euros)

Type of operations/ Total 12/31/2020 Total 12/31/2019
Values
Book value Fair value Book value Fair value
Stage Stage of which: L1 L2 L3 Stage Stage of which: L1 L2 L3
oneand three purchased oneand three purchased
Stage or Stage or
two originated two originated
impaired impaired

A. Receivables due
from Central Banks

1. Time deposits X X X X X X
2. Compulsory reserve X X X X X
3. Repurchase
agreements X X X X X X
4. Others
B. Receivables
due from banks 21,001 21,001 102,123 102,123
1. Loans
1.1 Current accounts
and demand
deposits 6,246 X X X 20,806 X X X
1.2 Time deposits 14,755 X X X 9,29 X X X
1.3 Other loans: X X X X X
— Reverse repurchase
agreements
— Finance leases X X X X X X
— Others 0 X X X 72,023 X X X

2. Debt securities

2.1 Structured
securities

2.2 Other debt
securities

Total 21,001 0 0 21,000 0 O 102,123 0 0 102,123 0 0

Key:

L1=Levell
L2 =Level 2
L3 =Level 3

At December 31, 2020, receivables due from banks mainly refer to the Bank's current accounts at year-end and
deposits with the national central banks in Italy, Spain and Poland.
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Specifically, "Current accounts and demand deposits” refer to amounts in current accounts at the end of the
year.

Restricted deposits mainly consist of €4,210 thousand in mandatory reserve deposits with DEPObank (formerly
ICBPI/Nexi), as Banca Farmafactoring is an indirect participant in the system; €9,455 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 €95 thousand deposited with the National Bank of
Poland (Narodowy Bank Polski) for deposit-taking activities conducted by the Polish branch through Lokata
Facto.

Credit exposures for receivables that the Bank had with respect to banking counterparties at December 31,
2019 were fully collected during 2020.

This item does not include any impaired assets.

Loans to customers
€5,324,535 thousand, including Held to Collect securities of €1,682,050 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 therefore includes loans to customers of €5,325 million (mainly receivables due from debtors in
relation to factoring activities) and €1,682 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 2020, the use of the same 45% collection percentage and the same
collection time, 1,800 days, as used by Banca Farmafactoring.

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 €603 million, of
which only €236 million were recognised in the income statement of the period and in previous periods.

Debt securities classified in the HTC portfolio are measured at amortized cost. The relevant interest, calculated
using the effective rate of return, is recognized in the income statement.

At December 31, 2020, 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 €1,681 million and fair value of €1,739 million,
with a negative difference (before taxes) of around €38 million compared to the carrying amount on the same
date, not recognized in the financial statements.
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These securities are at a fixed rate (BOT, BTP and CTZ) with maturity dates related to the sources of committed
and unsecured funding, with the exception of the CCT 4/2025, recorded in the financial statements at December
31, 2020 at an amortised cost of €746.2 million and with a nominal value of €770.5 million and a market value of
€786.7 million at December 31, 2020, purchased as part of the Acquisition of DEPObank.

The HTC portfolio consists of government securities purchased to hedge liquidity risk and to optimize the cost
of money.

4.2 Financial assets measured at amortised cost: commodity breakdown of loans to customers
€5,324,534 thousand

(Values in thousand euros)

Type of operations/ Total 12/31/2020 Total 12/31/2019
values
Book value Fair value Book value Fair value
Stage one Stage of which: L1 L2 L3 Stageone Stage of which: L1 L2 L3
and Stage three  purchased and Stage three  purchased
two or two or
originated originated
impaired impaired
1. Loans 3,538,143 104,341 5,614 0 0 3,642,483 3,258,383 88,802 5,655 3,347,185
1.1 Current accounts 3 1 0 X X X 2 0 X X X
1.2 Reverse repos 0 0 0 X X X X X X
1.3 Mortgages 0 0 0 X X X X X X

1.4 Credit cards and
personal loans, including

salary assignment loans 0 0 0 X X X X X X
1.5 Finance leases 0 0 0 X X X X X X
1.6 Factoring 2,262,264 103,033 5,614 X X X 2,328,603 87,509 5,655 X X X
1.7 Otherloans 1,275,876 1,307 0 X X X 929,777 1,293 X X X
2. Debt securities 1,682,050 0 0 1,739,407 X X 996,022 1,007,580
2.1 Structured securities 0 0 0 0 0 0
2.2 Other debt securities 1,682,050 0 0 1,739407 0 0 996,022 1,007,580
Total 5,220,193 104,341 5614 1,739,407 0 3,642,483 4254404 88,802 5,655 1,007,580 3,347,185
Key:
L1=Levell
L2 =Level 2
L3 =Level 3

This item breaks down as follows:

p Performing factoring amounted to a total of €2,262,264 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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These receivables include receivables sold, totalling €91,473 thousand, but not derecognized as the sale
transaction did not meet the derecognition requirements for the transfer of the risks and rewards associated
with such receivables. The amount refers to securitisation transactions involving healthcare receivables.

Receivables purchased below face value totalled €24,358 thousand.
p Other performing loans due from customers amounted to €1,275,876 thousand. They mainly include:

— Accrued late payment interest of about €138,124 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 €236 million late payment interest recognized in the income
statement, and referring to the provision existing at December 31, 2020, €138 million refers to the item
under review, while the remaining amount of €98 million was recognized under “factoring”;

Intercompany loans granted to the subsidiary BFF Finance Iberia and the BFF Polska Group for a total of
€986.2 million;

Amounts deposited as collateral with Cassa di Compensazione e Garanzia to secure repos of €139.5
thousand.

D BFF's net impaired assets amounted to a total of €104,341 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, 2020, the overall total of the non-performing loans, net of impairment, amounted to
€64,753 thousand, of which €5,614 thousand purchased already impaired. Net non-performing loans
relating to Italian municipalities and provincial governments in financial distress amounted to €63,999
thousand, accounting for 98.8% 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 €1,374 thousand, entirely impaired. Taking
account of this amount, too, gross non-performing loans amounted to €68,034 thousand and relevant
adjustments totalled €3,281 thousand.

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, 2020, gross and net exposures classified as unlikely to pay amounted to €0.3 thousand.

Net past due exposures totalled €39,587 thousand, of which €39,414 thousand (99.6%) attributable to
public administration counterparties and public sector companies.
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Fair value

The financial 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 amortised cost: breakdown by borrower/issuer of loans to
customers

(Values in thousand euros)

Type of operations/values Total 12/31/2020 Total 12/31/2019
Stageone  Stage three of which: Stageone  Stage three of which:
and Stage acquired or and Stage acquired or
two originated two originated
impaired impaired
credits credits
1. Debt securities 1,682,050 0 0 996,022 0 0
a) Public authorities 1,682,050 0 0 996,022 0 0
b) Other financial companies 0 0 0 0 0 0
of which: insurance
companies 0 0 0 0 0 0
¢) Non-financial companies 0 0 0 0 0 0
2. Loansto: 3,538,143 104,341 5,614 3,258,383 88,802 5,655
a) Public authorities 2,345,048 103,589 5,614 2,399,364 87,308 5,655
b) Other financial companies 1,127,634 0 0 799,414
of which: insurance
companies 0 0 0
¢) Non-financial companies 35,406 297 0 43,683 759
d) Households 30,055 455 0 15,922 735 0
Total 5,220,193 104,341 5,614 4,254,404 88,802 5,655

The exposures to financial companies relate mainly to loans granted to the subsidiaries BFF Finance Iberia and BFF Polska
Group (for a total of €986.2 million) and Cassa di Compensazione e Garanzia for €139.5 million.
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4.4 Financial assets measured at amortised cost: gross amount and total adjustments
(Values in thousand euros)

Gross value Total value adjustments Total partial
write-offs (*)
Stage one of which: Stage Stage Stage Stage Stage
Instruments two three one two three
with low
credit risk
Debt securities 1,682,250 0 0 200 0 0 0
Loans 3,458,901 102,738 106,292 2,394 101 1,952
Total (12/31/2020) 5,141,151 0 102,738 106,292 2,594 101 1,952 (]
Total (12/31/2019) 4,279,244 0 82,309 90,801 4,991 36 1,998 -
of which: purchased
or originated credit-
impaired financial assets X X - 5,828 X 214 -

(*) Value presented for informative purposes.

Section 7 - Equity investments - Item 70
€141,927 thousand

The item totalled €141.9 million and 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. Both investments 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 €20.8 million, contributing the same amount to BFF
Banking Group's Income Statement.

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 €9.3 million, contributing the same amount to BFF Banking Group's income statement.

For both investments 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).

Accordingly, 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.
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The estimate of the recoverable amount for both investments held was made at December 31, 2020 employing
the method of determining the value in use identified on the basis of the Dividend Discount Model (DDM). The
DDM method determines the value of a company based on a dividend flow by estimating what it is capable of
generating on a prospective basis.

The comparison between the values deriving 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  Operational Shareholding%  Voting rights %
headquarters

A. Companies held with sole control

1. BFF Finance lberia, S.A. Madrid (Spain) Madrid (Spain)
Barcelona (Spain) 100% 100%
2. BFF Polska S.A. todz (Poland) todz (Poland) 100% 100%

B. Companies held with joint control

C. Companies under significant influence

7.5 Equity investments: annual changes
(Values in thousand euros)

Total Total
12/31/2020 12/31/2019
A. Opening balance 141,927 115,487

B. Increases
B.1 Purchases 26,440
B.2 Write-backs

B.3 Revaluations

B.4 Other changes

C. Decreases

C.1 Sales

C.2 Value adjustments

C.3 Impairment

C.4 Other changes
D. Closing balances 141,927 141,927

E. Total revaluations

F. Total adjustments
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Section 8 - Tangible assets - Item 80
€14,389 thousand

Report of the
Board of Statutory
Auditors

8.1 Tangible assets with functional use: breakdown of assets measured at cost

Independent Auditors’
Report

(Values in thousand euros)

Assets/Values Total Total
12/31/2020 12/31/2019

1. Proprietary assets

a) land 3,685 3,685

b) buildings 5,844 6,169

c) furniture and fittings 147 150

d) electronic systems 255 508

e) other 368 481

2. Lease rights of use

a) land

b) buildings 3,610 1,359

c) furniture and fittings

d) electronic systems

e) other 479 631

Total 14,389 12,983

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

o

vildings  Furnishings Electronic Others Total
system

A. Gross opening balances 3,685 18,833 2,543 8,034 6,790 39,885
A.1 Total net adjustments (11,304) (2,393) (7,526) (5,678) (26,902)
A.2 Opening net balances 3,685 7,528 150 508 1,112 12,983
B. Increases: 0 2,808 85 86 570 3,549
B.1 Purchases 0 0 46 86 133

B.2 Capitalised expenditures
on improvements

B.3 Write-backs

B.4 Increases in fair value
through:

a) netequity

b) income statement

B.5 Positive exchange
differences

B.6 Transfers from properties
held for investment X X X

B.7 Other changes 2,808 39 570 3,417
C. Decreases: 0 (882) (88) (339) (835) (2,144)
C.1 Sales (2) (2)
C.2 Depreciation 0 (882) (88) (337) (683) (1,989)
C.3 Write-downs charged to:

a) netequity

b) income statement

C.4 Decreasesin
fair value charged to:

a) netequity

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 and
groups of assets held for
disposal

C.7 Other changes (152)

(CONT'D)
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(Values in thousand euros)
Land Buildings  Furnishings Electronic Others Total
system
D. Closing net balances 3,685 9,454 147 255 847 14,389
D.1 Total net adjustments (12,185) (2,450) (7,865) (6,329) (28,829)
D.2 Closing Gross Amount 3,685 21,639 2,597 8,120 7,176 43,218
E. Measurement at cost 3,685 21,639 2,597 8,120 7,176 43,218

At December 31, 2020, the item "Tangible assets” amounted to a total of €14,389 thousand and consisted

mainly of:

b Land of €3,685 thousand, unchanged from December 31, 2019;

p Buildings (including capitalized extraordinary maintenance) of €5,844 thousand, compared to €6,169

thousand at December 31, 2019;

b Right-of-use assets relating to the application of the new IFRS 16 on leases of €4,089 thousand. For further

information on this topic, please refer to section M of these Notes.

Upon IFRS first-time adoption (January 1, 2005), the buildings owned by Banca Farmafactoring 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, 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.

Financial Statements 2020

COURTESY TRANSLATION



Section 9 - Intangible assets - Item 90
€4,565 thousand

9.1 Intangible assets: breakdown by type of asset

» BFF

(Values in thousand euros)

Assets/Values Total
12/31/2020

Total
12/31/2019

Finite useful life  Indefinite useful
life

Finite useful life  Indefinite useful
life

A.1l Goodwill X

A.2 Otherintangible assets 4,565

3,798

A.2.1 Assets measured at cost:

a) internally generated intangible assets

b) other assets 4,565

3,798

A.2.2 Assets measured at fair value:

a) internally generated intangible assets

b) other assets

Total 4,565 0

COURTESY TRANSLATION

3,798 0
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9.2 Intangible assets: annual changes
(Values in thousand euros)

Goodwill ~ Other intangible assets: Other intangible Total
generated internally assets: others
FIN INDEF FIN INDEF

A. Opening balance 5,683 5,683
A.1 Total net write-downs (1,885) (1,885)
A.2 Opening net balances 3,798 3,798
B. Increases
B.1 Purchases 2,685 2,685

B.2 Increases in internal
intangible assets X

B.3 Write-backs

B.4 Increases in fair value

- to net equity

- toincome statement X

B.5 Positive foreign exchange
differences

B.6 Other changes

C. Decreases

C.1 Sales

C.2 Value adjustments

- Amortisation X (1,919) (1,919)
- Impairments

+ shareholders’ equity X

+ income statement

C.3 Decreases in fair value

- tonet equity X

- toincome statement

C.4 Transfers to non-current assets
held for sale

C.5 Negative foreign exchange
differences

C.6 Other changes

D. Closing net balances 0 0 0 4,565 0 4,565
D.1 Total net adjustments (1,919) (1,919)
E. Closing gross balances 0 0 0 6,484 0 6,484
F. Valuation at cost 0 0 0 6,484 0 6,484
Key:

FIN = finite useful life
INDEF = indefinite useful life
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Intangible assets are recognized at cost, net of amortization, calculated based on its 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.

Otherintangible assets with a finite life refer to investments in new multi-year software, amortized on a straight-
line basis over their estimated useful lives (not exceeding four years).

Section 10 - Tax assets and tax liabilities - Item 100 of assets and Item 60 of
liabilities

Current tax assets amounting to €2,970 thousand and current tax liabilities equal to zero include the net balance
of advance payments for IRES and IRAP taxes made during the year and the provision for taxes for the year, in
accordance with the provisions of IAS 12. In particular, these itemsinclude 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.

During 2020 the Bank aligned the tax value and book value of the property it owns in Milan following the payment
of substitute tax equal to €130 thousand, resulting in a net positive effect of €1.2 million on current taxes.

10.1 Advance tax assets: breakdown
€7,325 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.

10.2 Deferred tax liabilities: breakdown
€78,373 thousand

Deferred tax liabilities mainly refer to the taxes on the 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.
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10.3 Changes in deferred tax assets (through profit or loss)

€6,739 thousand
(Values in thousand euros)
Total Total
12/31/2020 12/31/2019
1. Initial amount 7,123 3,325
2. Increases
2.1 Prepaid taxes recognised during the year
a) relating to previous years
b) due to changes in accounting criteria
c) value write-backs
d) others 833 4,408
2.2 New taxes or increases in tax rates
2.3 Other Increases
3. Decreases
3.1 Prepaid taxes cancelled during the year
a) reversals (1,217) (609)
b) impairments of non-recoverable items
¢) changesin accounting criteria
d) others
3.2 Reductions in tax rates
3.3 Otherreductions:
a) conversion into tax credits, Italian Law no. 214/2011
b) others
4. Final amount 6,739 7,123

10.3 bis Changes in deferred tax assets pursuant to Law no. 214/2011

€496 thousand
(Values in thousand euros)
Total Total
12/31/2020 12/31/2019
1. Initial amount 591 686
2. Increases 0 0
3. Decreases
3.1 Reversals (95) (95)
3.2 Transformation into tax credits
a) deriving from losses for the year
b) deriving from tax losses
3.3 Otherreductions
4. Final amount 496 591
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» BFF

€78,340 thousand
(Values in thousand euros)
Total Total
12/31/2020 12/31/2019
1. Initial amount 69,942 65,615
2. Increases
2.1 Deferred taxes recognised during the year
a) relating to previous years
b) due to changes in accounting criteria
c) others 9,871 6,705
2.2 New taxes orincreases in tax rates
2.3 Other Increases
3. Decreases
3.1 Deferred taxes cancelled during the year
a) reversals (1,473) (1,258)
b) due to changes in accounting criteria
c) others
3.2 Reductions in tax rates
3.3 Otherreductions 0 (1,120)
4. Final amount 78,340 69,942
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10.5 Changes in deferred tax assets (recorded in equity)
€586 thousand

Report of the Independent Auditors’
Board of Statutory Report
Auditors

(Values in thousand euros)

Total Total
12/31/2020 12/31/2019
1. Initial amount 622 2,643
2. Increases
2.1 Advance taxes recognised during the year
a) relating to previous years
b) due to changes in accounting criteria 0
c) others 0 13
2.2 New taxes orincreases in tax rates
2.3 Otherincreases
3. Decreases
3.1 Advance taxes cancelled during the year
a) reversals (36) (2,034)
b) impairments of non-recoverable items
) due to changes in accounting criteria
d) others
3.2 Reductions in tax rates
3.3 Otherreductions
4. Final amount 586 622
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10.6 Changes in deferred tax liabilities (recorded in equity)
€33 thousand

(Values in thousand euros)

Total Total
12/31/2020 12/31/2019

1. Initial amount 33 33

2. Increases

2.1 Deferred taxes recognised during the year

a) relating to previous years

b) due to changes in accounting criteria

c) others 0 0

2.2 New taxes or increases in tax rates

2.3 Otherincreases

3. Decreases

3.1 Deferred taxes cancelled during the year

a) reversals 0 0

b) due to changes in accounting criteria

c) others

3.2 Reductions in tax rates

3.3 Other reductions
4. Final amount 33 EE]
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Section 12 - Other assets - Item 120

12.1 Other assets: breakdown
€23,613 thousand

Report of the Independent Auditors’
Board of Statutory Report
Auditors

(Values in thousand euros)

Breakdown 12/31/2020 12/31/2019
Security deposits bt 38
Inventories

Other receivables 18,926 4,204
Accrued income and prepaid expenses 4,644 3,983
Total 23,613 8,225

Other receivables refer primarily to non-trade receivables due from sundry debtors, pending items, and legal
fees to be recovered. At December 31, 2020 the item also includes receivables from the parent company BFF
Lux following the closure of the tax assessment report with the Revenue Agency amounting to approximately
€9 million, collected in January 2021. For more information refer to Section 4 “*Other aspects” of the Accounting

Policies.

Accrued income and prepaid expenses mainly refer to the deferral of costs relating to administrative expenses.
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LIABILITIES

Section 1 - Financial liabilities measured at amortized cost - Item 10
€5,118,732 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 €755,324 thousand;

) payables due to customers of €3,604,513 thousand;

p debt securities issued of €758,896 thousand.

Payables due to banks
€755,324 thousand

1.1 Financial liabilities measured at amortised cost: commodity breakdown of payables due to
banks

(Values in thousand euros)

Type of operations/Values Total 12/31/2020 Total 12/31/2019
BV Fair value BV Fair value
L1 L2 L3 L1 L2 L3

1. Amounts due to central banks 0 X X X X X X
2. Payables due to banks 755,324 X X X 581,995 X X X
2.1 Current accounts and sight deposits 0 X X X 59 X X X
2.2 Time deposits 755,324 X X X 581,936 X X X
2.3 Loans X X X X X X
2.3.1 Repurchase agreements - payable 0 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 0 X X X X X X
Total 755,324 755,324 581,995 581,995
Key:
BV = Book value
L1=Levell
L2 =Level 2
L3 =Level 3
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“Payables due to banks” primarily refers to loans provided by the banking system at current market rates.

Specifically, "Time deposits” represent the funding requested from third-party banks to support the Bank's core
business. The item also includes the loan agreements in zloty used to acquire BFF Polska Group, which were
partially entered into with the Unicredit Group (for PLN 185 million, equivalent to €40.6 million) and partially
with the Intesa Sanpaolo Group (PLN 170 million, equivalent to €40 million).

Amounts due to customers
€3,604,513 thousand

1.2 Financial liabilities measured at amortised cost: commodity breakdown of amounts due to
customers

(Values in thousand euros)

Type of operations/Values Total 12/31/2020 Total 12/31/2019
BV Fair value BV Fair value
L1 L2 L3 L1 L2 L3

1. Current accounts and sight deposits 98,656 X X X 78,140 X X X
2. Time deposits 1,555,281 X X X 1,304,551 X X X
3. Loans X X X X X X
3.1 Repurchase agreements - payable 1,674,754 X X X 995,513 X X X
3.2 others 189,656 X X X 258,359 X X X
4. Liabilities in respect of commitments to

repurchase own equity instruments X X X X X X
5. Payables for leasing 4,062 X X X 1,923 X X X
6. Other payables 82,105 X X X 174,524 X X X
Total 3,604,513 2,813,010
Key:
BV = Book value
L1=Levell
L2 =Level 2
L3 =Level 3

“Due to customers” includes €1,654 million for online deposit accounts offered in Italy, Spain, Germany, Poland,
the Netherlands and Ireland (restricted deposits and current accounts), compared to €1,354 million at December
31, 2019.

The counterparty in repos, amounting to €1,675 million, is Cassa di Compensazione e Garanzia. These
transactions were executed to refinance the Bank’s securities portfolio.
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Other loans, worth a total of €189.7 million, mainly refer to payables due to financial institutions deriving from
existing cooperation between Banca Farmafactoring and other Italian factoring companies.

The other payables refer to €29 million for the outstanding securitisation transaction (BFF SPV) and the
remaining €53 million for collections of managed receivables due to clients.

Lease payables totalling approximately €4 million 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 Bank, and the lease contracts have a duration between 3 and 6 years. For more information see Part M
- Lease reporting.

Securities issued
€758,896 thousand

1.3 Financial liabilities at amortised cost: commodity breakdown of securities issued
(Values in thousand euros)

Type of securities/Values Total 12/31/2020 Total 12/31/2019

BV Fair value BV Fair value

L1 L2 L3 L1 L2 L3

A. Securities

1. bonds 758,896 771,810 0 0 955669 966,893 0 0
1.1 structured
1.2 others 758,896 771,810 955,669 966,893

2. Other securities

2.1 structured

2.2 others

758,896 771,810 955,669 966,893

Key:

BV = Book value
L1=Levell

L2 =Level 2

L3 =Level 3

Debt securities issued consist of bonds issued by the Bank, with a total face value of €750 million, recognized
in the financial statements in the amount of €759 million at amortized cost using the effective interest rate
method.

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%;
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b €200 million 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%;

p €150 million senior unsecured and unrated bonds (ISIN XS1435298275) issued by Banca Farmafactoring in
June 2016, due in June 2021. The bonds pay an annual coupon of 1.25%;

p €300 million senior unsecured bonds (ISIN XS2068241400) 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%.

In June 2020, at maturity the Bank repaid the €200 million senior unsecured and unrated bond (ISIN
XS51731881964) issued in December 2017.

Section 6 - Tax liabilities - Iltem 60
€78,373 thousand

See “Section 10 - Tax assets and liabilities - Iltem 100” of the balance sheet assets.

See “Section 10 - Tax assets and liabilities” of the balance sheet assets.

Section 8 - Other liabilities - Item 80
€64,809 thousand

8.1 Other liabilities: breakdown

(Values in thousand euros)

Breakdown Total Total
12/31/2020 12/31/2019

Trade payables 2,318 1,066
Invoices to be received 13,021 11,653
Payables to tax authorities 10,606 908
Payables to social security and welfare bodies 746 692
Payables to employees 6,400 5,307
Payables for receivables management 0 0
Collections pending allocation 28,317 24,557
Other payables 2,811 4,362
Accrued expenses and deferred income 590 817
Total 64,809 49,361
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“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 2020 with respect to the one-off transactions carried
out by the Bank.

“Collections pending allocation” refer to payments received by December 31, 2020 but still outstanding since
they had not been cleared and recorded by that date.

“Payables to tax authorities” relate largely to unpaid withholding taxes on the interest relating to the
online deposit accounts and on employee earnings from employment. At December 31, 2020, the item also
includes payables to the Revenue Agency relating to the closure of the tax assessment report amounting to
approximately €9 million, which the Bank paid on behalf of the parent company BFF Lux in January 2021. This
amount corresponds to the receivable from BFF Lux, outstanding at the end of the year and recorded under the
item "Other assets”. For more information refer to Section 4 “Other aspects of the Accounting Policies ”.

“Other payables” include portions of collections to be transferred, stamp duties to be paid, payables to directors
and other pending items.

Section 9 - Employee severance pay - ltem 90
€667 thousand

9.1 Employee severance pay: annual changes
(Values in thousand euros)

Total Total

12/31/2020 12/31/2019

A. Opening balance 843 849
B. Increases 743 743
B.1 Provision for the year 618 552
B.2 Other changes 125 191
C. Decreases (919) (749)
C.1 Payments made (27) (23)
C.2 Other changes (892) (726)
D. Closing balances 667 843
Total 667 843

The liability recorded in the financial statements at December 31, 2020 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 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, 2020 are shown below.
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Actuarial assumptions

Annual 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).

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;
P Retirement: 100% upon reaching AGO requisites, as updated by Decree-Law 4/2019.

Section 10 - Allowances for risks and charges - Item 100
€6,313 thousand

10.1 Provisions for risks and charges: breakdown
(Values in thousand euros)

Items/values Total Total
12/31/2020 12/31/2019
1. Allowances for credit risk relating to Commitments and financial guarantees given 777 1,536

2. Provisions for other commitments and guarantees issued

3. Post-employment benefits and similar commitments 4,715 4,205

4. Other provisions for risks and charges

4.1 legal and tax disputes

4.2 Personnel costs
4.3 others 821 1,378
Total 6,313 7,119

Starting from January 1, 2018, this item also includes provisions for credit risk associated with commitments/
financial guarantees provided by Banca Farmafactoring based on impairment requirements provided for by the
new IFRS 9.

The pension fund refers mainly to the non-compete agreement entered into with the Bank’s managers and
the provision relating to the deferred payment incentive scheme envisaged for specific Banca Farmafactoring
employees.

The line item rose because of the higher provisions associated with the deferred portion of the incentive system
(deferred MBO) for the year 2020.
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10.2 Provisions for risks and charges: annual changes
(Values in thousand euros)

Provisions Pension/  Other provisions Total
for other  retirement funds for risks and
commitments and charges

guarantees issued

A. Opening balance 1,536 4,205 1,378 7,119
B. Increases 4 1,853 206 2,062
B.1 Provision for the year 4 1,853 206 2,062

B.2 Changes due to the passage of time

B.3 Changes due to variations in the discount

rate
B.4 Other changes
C. Decreases (763) (1,343) (763) (2,869)
C.1 Utilisation for the year (763) (525) (763) (2,050)
C.2 Changes due to variations in the discount

rate (252) (252)
C.3 Other changes (566) (566)
D. Closing balances 777 4,715 821 6,313

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
Stage one Stage two Stage three Total
Commitments to disburse funds
Financial guarantees issued 777 777
Total 777 777

10.5 Defined-benefit pension funds

Below are the main changes in this provision:

b €355 thousand increase as a result of the provision for the non-compete agreement with the managers who
are employees of Bank companies;

€1,498 thousand increase as a result of the funds set aside for the deferred payment of a portion of the annual
bonuses for first- and second-level staff;

v

v

€252 thousand decrease related to the discounting of the non-compete agreement and the deferred MBO as
calculated by an external advisor at December 31, 2020;

v

€525 thousand decrease resulting from the use of the provision for payments;

v

€566 thousand decrease due to the reversal of specific shareholders’ equity reserves, deferred MBO and CNP
amounts that must be disbursed in financial instruments.
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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, requlatory 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.

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,
2020 and equal to 0.34%. 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 3.00%
Clawback frequency 3.00%
Withdrawal frequency (where envisaged) 3.00%
Frequency of revocation of mandate to Chief Executive Office 0.00%
Increase in annual remuneration for Executives 3.40%
Increase in annual remuneration for Supervisors 2.40%
Contribution rate 27.40%

Deferred bonus

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 Index (in line with the duration of the
plan). Discount rate used was equal to -0.11%.

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%.
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€444 872 thousand

12.1 “Capital” and “Treasury shares”: breakdown

» BFF

150, 160, 170 and 180

(Values in thousand euros)

Type 12/31/2020 12/31/2019
1. Share capital 131,401 131,326
1.1 Ordinary shares 131,401 131,326
2. Treasury shares (3,517) (1,763)

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
(Values in units)
Items/Type Ordinary Others
A. Shares as of the beginning of the year 170,553,778
- fully paid-in 170,553,778
- not fully paid-in
A.1 Treasury shares (-) (330,776)
A.2 Shares outstanding: initial balance 170,223,002
B. Increases 273,702
B.1 New issues
- for cash:
- operation of business combinations
- conversion of bonds
- exercise of warrants
- others
- free:
- to employees 96,864
- to Directors
- others
B.2 Sales of treasury shares
B.3 Other changes 176,838
C. Decreases (521,830)
C.1 Cancellation
C.2 Purchase of treasury shares (521,830)
C.3 Disposal of companies
C.4 Other changes
D. Shares outstanding: closing balance 169,974,874
D.1 Treasury shares (+) (675,768)
D.2 Shares existing at the end of the year
- fully paid-in 170,650,642

- 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)

12/31/2020 Possibility of Portion Summary of use in the last
use (a) available three years
To cover For other
losses reasons
Share capital 131,401
Reserves 169,092
- Legal reserve 26,197 B
- Extraordinary reserve 89 A, B, C 89
- Retained earnings reserve 135,392 A B, C 135,392 23,256(*)
- Stock option and financial instrument
reserves 7,454 A
- Otherreserves (40)
Valuation reserves 3,921
- HTCS securities 0
- Other 3,921
Treasury share reserve (3,517)
Share premium reserve 693 A, B, C 693
Total share capital and reserves 301,590 136,174

(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 €23,256 thousand, include €277 thousand used in the wake of the capital
increases carried out in 2019 and 2020 for the stock options exercised by certain beneficiaries as well as the stock grant plan, as well
as the amounts used during the last three years relating to the payment of dividends distributed as per resolutions of shareholders’
meetings.
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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 69,346 6,857 102,400
B. Increases 0 66,046 2,145 68,191
B.1 Appropriation of profits 65,226 65,226
B.2 Other changes 820 2,145 2,965
C. Decreases 0 0 (1,499) (1,499)
C.1 Uses
- coverage of losses
- distribution 0 0
- transfer to share capital
C.2 Other changes 0 (1,499) (1,499)

D. Closing balances 135,392 169,092

Retained earnings reserve

The increase of €65 million is due to the allocation of the profit of the previous year. In fact, the profit was not
distributed to shareholders as a dividend for the 2019 financial year (amounting to €70.9 million), as clearly
recommended by the European Central Bank. Consequently, they have been temporarily entered in the
"Retained earnings reserve”. For more information refer to the specific paragraph in the "Report on Operations”
and the Accounting Policies.

Other reserves

The changes largely refer to the following events occurred during the period:

b thegranting of €1.278 million worth of option rights related to stock option plans during the first half of 2020,
recognised in accordance with IFRS 2 through profit or loss with a corresponding increase in equity, partially
offset by drawdowns from the stock option reserve after certain beneficiaries exercised their options;

D Appropriation for €864 thousand 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 I, 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 Uses of the reserves of financial instruments for €805 thousand relating 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.
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Other information

1. Commitments and financial guarantees given (other than those designated at fair
value)

(Values in thousand euros)

Notional value of commitments and financial Total Total
guarantees given 12/31/2020 12/31/2019

Stage one Stagetwo  Stage three

1. Commitments to disburse funds 392,227 392,227 491,827

a) Central Banks

b) Public administrations

c) Banks
d) Other financial companies 342,227 342,227 441,827
e) Non-financial companies 50,000 50,000 50,000
f) Households

2. Financial guarantees issued 126,955 126,955 404,176

a) Central Banks

b) Public administrations
¢) Banks 5,200 5,200 4,200
d) Other financial companies 121,755 121,755 399,977

e) Non-financial companies

f) Households

Financial guarantees provided to banks of €5.2 million relate to the amount communicated by the FITD in
relation to the extraordinary contributions provided for by Article 23 of the Fund by-laws.

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.

Commitments to disburse funds to non-financial companies refer to commitments relating to purchases of
loans with uncertain use.
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3. Assets given as collateral for own liabilities and commitments

(Values in thousand euros)

Portfolios Amount Amount
12/31/2020 12/31/2019

1. Financial assets measured at fair value through profit or loss

2. Financial assets measured at fair value through other comprehensive income - 82,748

3. Financial assets measured at amortised cost 1,854,801 1,392,903

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.

As at December 31, 2020, the Bank did not own government securities classifiable in the portfolio of "Financial
assets measured at amortized cost through impact on comprehensive income”.

The item “Financial assets measured at amortized cost” also includes “Receivables due from customers”, which

includes receivables sold but not derecognized as part of the current securitization transaction and receivables
pledged to secure financing transactions with other financial intermediaries.
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4. Administration and brokerage for third parties

(Values in thousand euros)

Type of services Amount Amount
12/31/2020 12/31/2019

1. Execution of orders for customers -

a

=

purchases -

1. settled B

2. not settled -

b) sales -

1. settled B

2. not settled -

2. Individual portfolio management -

3. Custody and administration of securities 1,695,379 1,054,944

a

-

third-party securities deposited: relating to depositary bank activities (excluding
portfolio management) -

1. instruments issued by the reporting bank -

2. Other securities -

b

=

other third-party securities deposited (excluding portfolio management): others -

1. Instruments issued by reporting bank -

2. Other securities -

C

—

third party securities deposited with third parties -

d) proprietary securities deposited with third parties 1,695,379 1,054,944

4. Other transactions @

The amount refers mainly to the face value of owned securities classified in the HTC portfolio and deposited
with DEPObank.
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Part C - Notes to the Income Statement

All amounts in the tables are stated in thousands of euros.

Section 1 - Interest - ltems 10 and 20

1.1 Interest income and similar income: breakdown

€173,888 thousand (of which interest income calculated using the effective interest rate method: €146,872

thousand)

(Values in thousand euros)

Items/Technical forms Debt Loans Other Total Total
securities transactions 12/31/2020 12/31/2019
1. Financial assets measured at fair value
through profit or loss:
1.1 Financial assets held for trading
1.2. Financial assets designated at fair value =
1.3. Other financial assets subject to
mandatory fair-value valuation
2. Financial assets measured at fair value
through other comprehensive income 114 X 114 119
3. Financial assets measured at amortised cost
3.1 Receivables due from banks 4,052 X 4,052 13,229
3.2 Receivables due from customers 13,459 156,257 X 169,716 166,052
4. Hedging derivatives X X - -
5. Other assets X X 6 6 -
6. Financial liabilities X X X
Total 13,573 160,309 (3 173,888 179,399

of which: interest income on impaired assets

of which: interest income on finance leasing

1.2 Interest income and similar revenues: other information

Interest income concerning “Financial assets measured at fair value through OCI” of €114 thousand was
generated by government securities purchased by Banca Farmafactoring to hedge liquidity risk and optimize
the cost of money. These securities were classified as HTC&S (Held to Collect and Sell) and, therefore, they are
measured at fair value. The interest earned is recognized in the income statement according to the effective
rate of return. At December 31, 2020 the Bank did not own government securities classified in the portfolio in

question.
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Interest income concerning “Receivables due from banks” refers to credit balances on BFF current accounts held
with the banking system. The item also includes the portion of interest on credit exposures held with respect to
third party banking counterparties arising from receivables transferred back.

Interest income on receivables “Due from customers” for loans amounted to €156,257 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.

Interest income on debt securities linked to receivables due from customers and totalling approximately €13.6
million derive from government securities purchased by Banca Farmafactoring to hedge liquidity risk and to
optimize the cost of money, relating to the HTC portfolio (Held to Collect — former AFS according to IAS 39).

The Bank updates the time series 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 2020, the use of the same 45% collection percentage and the same collection time, 1,800 days, as used
by Banca Farmafactoring.

1.3 Interest expense and similar expenses: breakdown
€36,683 thousand

(Values in thousand euros)

Items/Technical forms Debt Securities Other Total Total
transactions 12/31/2020 12/31/2019

1. Financial liabilities measured at amortised

cost

1.1 Amounts due to central banks - X X - -
1.2 Payables due to banks 5,996 X X 5,996 6,941
1.3 Amounts due to customers 11,346 X X 11,346 8,398
1.4 Debt securities issued X 19,245 X 19,245 16,196
2. Financial liabilities held for trading 93 93 -
3. Financial liabilities carried at fair value = -
4. Other liabilities and provisions X X 3 3 0
5. Hedging derivatives X X - -
6. Financial assets X X X - -
Total 17,342 19,245 96 36,683 31,536
of which: interest expense relative to leasing

liabilities 61 61 34

Interest expense increased from €31.5 million at December 31, 2019 to €36.7 million at December 31, 2019.

Interest expense on “Payables due to banks” referred to the additional funding requested from third- party
banks to support the business of the Bank. Specifically, the item includes interest on the loan agreements in
zloty used to acquire BFF Polska Group, which were partially entered into with the Unicredit Group and partially
with the Intesa Sanpaolo Group.
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The interest expense on “Payables due to customers” mainly refers to interest expense relating to the online
deposit accounts of Banca Farmafactoring: specifically, €2,217 thousand for Conto Facto, offered in Italy,
€12,719 thousand for Cuenta Facto, offered in Spain by the Spanish branch of Banca Farmafactoring, and
around €2,196 thousand for the deposit account offered in Poland.

This item also includes interest expense of €328 thousand on loans granted by other factoring companies, in
addition to interest (income) on repurchase agreements for €7,336 thousand.

Finally, the item also includes interest expense for "Securities in circulation” amounting to approximately €19.2
million, up as a result of the issue of a new bond at the end of 2019 for a face value of €300 million.
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Section 2 - Commission - Items 40 and 50

2.1 Fee and commission income: breakdown
€8,262 thousand

(Values in thousand euros)

Type of service/Amounts Total Total
12/31/2020 12/31/2019

a) guarantees issued 1,994 1,750

b) receivable derivatives

c) management, brokerage and advisory services: 0 0

1. securities trading

2. currency trading

3. portfolio management: 0 0
3.1 individual

3.2 collective

. custody and administration of securities

. custodian bank

. placement of securities

. reception and transmission of orders

0 | N o ||

. advisory services 0 0

8.1 related to investments

8.2 related to financial structure

9. distribution of third party services

9.1. portfolio management:
9.1.1 individual

9.1.2 collective

9.2 insurance products

9.3 other products

d) collection and payment services 6,268 6,364

e) servicing services for securitisation transactions

f) services for factoring transactions

g) tax collection and treasury services

h) management of multilateral trading systems

i) maintenance and management of current accounts

j) otherservices

Total 8,262 8,114

The balance mainly refers to fees and commissions relating to the mandates for the management and collection
of receivables.

Commissions on "guarantees issued” mainly refer to revenues from guarantees issued by the Bank to other BFF
Banking Group companies at market conditions.
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2.3 Fee and commission expenses: breakdown
€1,697 thousand
(Values in thousand euros)
Service/Values Total Total
12/31/2020 12/31/2019
a) guarantees received 374 267
b) receivable derivatives
c) management and brokerage services: 0
1. securities trading
2. currency trading
3. portfolio management: 0
3.1. own
3.2. delegated by third parties
4. custody and administration of securities
5. placement of financial instruments
6. off-site offer of financial instruments, products and services
d) collection and payment services
e) other services 1,323 1,521
Total 1,697 1,789

The item mainly refers to expenses on existing banking relationships.
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Section 3 - Dividend income and similar revenue - item 70

3.1 Dividends and similar income: breakdown
€78,707 thousand

(Values in thousand euros)

Items/Income Total Total
12/31/2020 12/31/2019
Dividends  Similar revenue Dividends  Similar revenue

A. Financial assets held for trading

B. Other financial assets subject to mandatory
fair-value measurement

C. Financial assets measured at fair value
through other comprehensive income

D. Equity investments 78,707
Total 78,707 0 0 0

This item includes the amount of dividends that the Bank received in 2020 from its subsidiaries, for a total of
€78.7 million.

Specifically:

b At a meeting held on February 5, 2020, BFF Finance Iberia S.A.U.'s Board of Directors proposed distributing
to Banca Farmafactoring S.p.A. the profit for the year 2019 and Reserves for a total of €43,463 thousand.
Such proposal was approved by the Sole Shareholder Meeting on February 13, 2020. The Dividend was paid
on March 16, 2020.

p Atameetingheld on December10, 2020, BFF Finance IberiaS.A.U.'s Board of Directors proposed distributing
to Banca Farmafactoring S.p.A. a portion of the profit for the year 2020, amounting to €5,244 thousand. The
Dividend was paid on December 11, 2020.

P Atameeting held on February 4, 2020, BFF Polska S.A.'s Supervisory Board proposed distributing a dividend
of €15,000 thousand (PLN 64,965 thousand) to Banca Farmafactoring S.p.A. out of the profits for the year
2019. Such proposal was submitted to the Sole Shareholder Meeting on March 18, 2020. The Dividend was
paid on March 23, 2020.

P Atameeting held on December9, 2020, BFF Polska S.A.'s Supervisory Board proposed distributing to Banca
Farmafactoring S.p.A. a dividend of €15,000 thousand (PLN 67,170 thousand) out of the profit reserves
for the previous years and a portion of the profit for 2020. Such proposal had been requested by the Sole
Shareholder Meeting on December 4, 2020. The Dividend was paid on December 11, 2020.
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Section 4 - Net trading result - item 80

4.1 Profits (losses) on trading: breakdown

€5,725 thousand
(Values in thousand euros)
Transaction/Income items Capital gains  Profits from Losses  Lossesfrom Net result
(A) trading ©) trading [(A+B) -
)] (D) (C+D)]
1. Financial assets held for trading 0 0 0 0 0
1.1 Debt securities 0
1.2 Equity instruments 0
1.3 Units of UCls 0
1.4 Loans 0
1.5 Others 0
2. Financial liabilities held for trading 0 0 0 0 0
2.1 Debt securities 0
2.2 Payables 0
2.3 Others 0
3. Financial assets and liabilities:
foreign exchange differences X X X X 5,725
4. Derivatives 0 0 0 0 0
4.1 Financial derivatives: 0 0 0 0 0
- On debt securities and interest rates 0
- On equity securities and stock indices 0
- On currency and gold X X X X 0
- Others 0
4.2 Credit derivatives 0
of which: natural hedging related
to the fair value option X X X X
Total (1 0 (1] (1 5,725

Gains (losses) on trading mainly arise from the positive exchange effect recorded in the income statement,
deriving from the revaluation in 2020 of exchange rates applied to loans payable in zloty used for the acquisition
of BFF Polska Group and amounting to €5.7 million before taxes at December 31, 2020, compared to the
negative effect of €689 thousand recorded at the end of the previous year, before taxes.
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Section 6 - Gains (losses) on disposals/repurchases - Item 100

€419 thousand

6.1 Gains (Losses) on disposals/repurchases: breakdown
(Values in thousand euros)

Items/Income items Total Total
12/31/2020 12/31/2019

Profits Loss Net profit/ Profits Loss Net profit/
loss loss

Financial assets

1. Financial assets measured
at amortised cost

1.1 Receivables due from

banks 0
1.2 Receivables due from
customers 0 0 0 371 0 371

2. Financial assets measured
at fair value through other
comprehensive income

2.1 Debt securities 464 (102) 363 2,958 (2,959) 1)
2. Loans 0 0
Total assets (A) 464 (102) 363 3,329 (2,959) 370

Financial liabilities measured
at amortised cost

1. Payables due to banks 0 0
2. Payables due to customers 0 0
3. Securities issued 56 56 0

(%]
)]
(=]
wn
(<))
(=]
(=]
(=]

Total liabilities (B)
The amount refers to the sale of government securities in the Held to Collect and Sell (HTC&S) and Held to Collect

(HTCQ) portfolio during the year, resulting in a net gain of €363 thousand, before the tax effect. At December 31,
2020 the Bank did not own government securities classifiable in the HTC&S portfolio.
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Section 8 - Net write-downs/write-backs for credit risk - item 130

€2,298 thousand

8.1 Net losses/recoveries for credit risk relating to financial assets measured at amortised cost:

breakdown

(Values in thousand euros)

Transaction/Income items Write-downs (1) Write-backs (2) Total Total
12/31/2020 12/31/2019
Stage one Stage three Stage one Stage three
and Stage and Stage
two  Write-offs Others two
A. Receivables due from banks 0 0 0 1 0 1 3)
— Loans 0 0 0 1 1 3)
— Debt securities 0 0 0 0 0 0
of which: purchased or
originated credit impaired 0 0 0 0 0 0
B. Receivables due from
customers (479) (74) (22) 2,792 69 2,286 (2,643)
— Loans (405) (74) (22) 2,792 69 2,359 (2,636)
— Debt securities (74) 0 0 0 0 (74) 7)
of which: purchased or
originated credit impaired 0 0 0 0 10 10 178
Total (479) (74) (V) 2,79 69 2,287 (2,646)

Write-backs of "Stages 1 and 2” are mainly attributable to the calculation of impairment on loans granted to
subsidiaries included in the Group.

8.2 Net losses/recoveries for credit risk relating to financial assets measured at fair value with impact
on comprehensive income: breakdown

(Values in thousand euros)

Transaction/Income items

Write-downs (1)

Write-backs (2)

Total Total

12/31/2020 12/31/2019

Stage one Stage three Stage one Stage
and Stage and Stage three
two  Write-offs Others two
A. Debt securities 11 11 11
B. Loans
— To customers
— To banks
of which: purchased
or originated credit-
impaired financial assets
Total 11 11 11
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Section 10 - Administrative expenses- item 160

€71,743 thousand

10.1 Personnel costs: breakdown

€32,593 thousand
(Values in thousand euros)
Type of expense/Amount Total Total
12/31/2020 12/31/2019
1) Employees
a) wages and salaries 20,689 18,329
b) social security contributions 5,395 4,821
c) provision for employee severance pay
d) pension costs
e) provision for employee severance pay 618 552
f) provision for retirements and similar provisions:
- defined contribution
- with defined benefits
g) payments to external complementary pension funds: 203 185
- with defined contribution
- with defined benefits 203 185
h) costs related to share-based payments 0 454
i) other employee benefits 2,854 3,276
2) Other personnelin service 227 525
3) Directors and statutory auditors 2,606 3,706
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 32,593 31,848

The increase in this item can mainly be traced to an increased number of employees over the year.

The amount also includes expenses for employee stock options equal to approximately €1.1 thousand before
taxes for the current year. Such costs also generate an increase, before taxes, in equity. For more information
refer to Part | of the Notes to the Financial Statements.
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Employees
(Values in working units)
Categories Average number Average number
12/31/2020 12/31/2019
Executives/Senior Executives 18 17
Managers/Coordinators/Professionals 55 42
Specialists 220 194
Total 293 253

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.

The average number of employees increased from 253 in 2019 to 293 in 2020 (40 staff members, +16%).

10.4 Other employee benefits

The amount of €2,854 thousand mainly refers to costs of stock options granted to some employees, to expenses
incurred for training, to insurance on behalf of staff, to meal tickets and donations to employees.
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10.5 Other administrative expenses: breakdown

€39,150 thousand
(Values in thousand euros)
Breakdown Total Total
12/31/2020 12/31/2019
Legal fees 2,549 2,449
Data processing services 2,203 2,045
External credit management services 893 1,075
Supervisory Body fees 42 42
Legal fees for receivables under management 213 229
Notary fees 601 718
Notary fees to be recovered 959 1,579
Entertainment expenses and donations 792 903
Maintenance expenses 2,271 1,810
Non-deductible VAT 4,202 3,896
Other taxes 380 354
Consulting services 12,802 8,068
Head office operating expenses 890 1,263
Resolution Fund and FITD 4,881 3,299
Other expenses 5,472 6,079
Total 39,150 33,809

Other administrative expenses at December 31, 2020 amounted to €39.1 million, up from the same period in
the previous year.

Furthermore, with regard to contributions to the Deposit Guarantee Scheme, a cost of about €4.9 million before
taxes was recorded at December 31, 2020. This cost was made up of:

P €2.3 million as ordinary annual contribution to the Resolution Fund, and €0.7 million as extraordinary
contribution for 2018 (paid in June and July of 2020);

p Around €1.9 million as contribution to the FITD, paid in December 2020.

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”.

This item also includes legal fees of €213 thousand and notary fees of €959 thousand, incurred on behalf of
corporate customers, which were fully recovered and included in other operating income.
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For the item "Consulting services” amounting to €12.8 million, the increase is mainly due to costs incurred for
M&A projects. For more information refer to the report on operations.

“Other administrative expenses” mainly include services outsourced in 2020, which are listed below.

(Values in thousand euros)

Breakdown Total 12/31/2020
Fees paid to external company for support to Internal Audit 76
Fees paid to external companies for Data Processing 2,327
Fees paid to external companies for Credit Checks 893

Section 11 - Net allocations to provisions for risks and charges - item 170

€274 thousand

11.1 Net provisions for credit risk relating to commitments to disburse funds and financial
guarantees given: breakdown

-€757 thousand
(Values in thousand euros)
Breakdown Total Total
12/31/2020 12/31/2019
Provision for risk on commitments and guarantees (757) 726
Total (757) 726

11.3 Net provisions for other funds for risks and charges: breakdown
€1,031 thousand

The allocation to the provisions, compared to the prior year, shows the following breakdown:

(Values in thousand euros)

Breakdown Total Total

12/31/2020 12/31/2019
Provision for post-employment benefits and similar obligations 1,594 2,052
Other provisions (563) 763
Total 1,031 2,815

The allocation to “Pension and other post-employment benefits” refers to deferred employee benefits.

“Other provisions” as at December 31, 2019 included the expenses associated with the restructuring costs
arising from the acquisition of the former 10S Finance (now merged into BFF Finance Iberia).
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Section 12 - Impairments/recoveries on tangible assets - item 180

€1,989 thousand

12.1 Net write-downs/write-backs on tangible assets: breakdown
(Values in thousand euros)

Asset/Income item Amortisation Value Write-backs Net adjustments
(@) adjustments for (c) (@a+b-¢)
impairment

(b)

A. Tangible assets

1. Used in the business 1,989 1,989
— Owned 863 863
— Lease rights of use 1,126 1,126
2. Held for investment X 0
— Owned
— Lease rights of use 0
3. Inventories 0
Total 1,989 0 0 1,989

As of 2019, following the application of International Accounting Standard IFRS 16, the item “Value adjustments
on tangible assets” also includes the amortisation of right-of-use assets amounting to €1,126 thousand, the
counterpart of which is recognised under tangible assets.

Section 13 - impairments/recoveries on intangible assets —item 190

€1,919 thousand

13.1 Net adjustments to intangible assets: breakdown
(Values in thousand euros)

Asset/Income item Amortisation Value Write-backs Net adjustments
(a) adjustments for (c) (a+b-c¢)
impairment

(b)

A. Intangible assets

A.1 Owned 1,919 1,919
- Generated internally by the company -
— Other 1,919 1,919
A.2 Lease rights of use -
Total 1,919 1,919
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Section 14 - Other net operating income - item 200

€12,510 thousand

14.1 Other operating expenses: breakdown

€409 thousand
(Values in thousand euros)
Breakdown Total Total
12/31/2020 12/31/2019
Contingent expenses (276) (488)
Rounding off and allowance expenses (14) (18)
Other charges (50)
Deposit guarantee scheme expenses
Registry tax expenses (70) (417)
Total (409) (923)

14.2 Other operating income: breakdown

€12,919 thousand

(Values in thousand euros)

Breakdown Total Total
12/31/2020 12/31/2019

Recovery of legal fees for purchases of non-recourse receivables 1,426 1,395
Recovery of operational legal fees 220 194
Receivables realized at other than face value 0 0
Contingent assets 2,678 1,085
Recovery of assignor notary expenses 1,075 1,577
Otherincome 7,521 6,192
Total 12,919 10,443
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Section 19 — Income taxes on current operations - item 270

€24,222 thousand

19.1 Income taxes for the year on current operations: breakdown
(Values in thousand euros)

Income items/Sectors Total Total
12/31/2020 12/31/2019
1. Current taxes (-) 15,314 20,720

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 (+/-) 510 (3,798)
5. Change in deferred taxes (+/-) 8,398 5,447

. Taxes for the year (-) (-1+/-2+3+ 3 bis +/-4+/-5)

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 167,504 17,822
Theoretical tax charge: 27.5% IRES - 5.57% IRAP 46,064 993
Permanent non-deductible differences (78,401) 0
Deductible IRAP (431) 0
Temporary differences taxable in future years (35,868) 0
Temporary differences deductible in future years 2,532 199
Reversal of temporary differences from previous years (3,750) 97
Taxable income 51,585 18,118

Current taxes for the year: 27.5% IRES - 5.57% IRAP
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Section 22 - Earnings per share
22.1 Average number of ordinary shares with diluted capital
(Values in units)
Breakdown 12/31/2020 12/31/2019
Average number of shares outstanding 170,648,346 170,553,778
Average number of potentially dilutive shares 6,620,000 7,457,574
Weighted average number of potentially dilutive shares 177,268,346 178,011,352

22.2 Other information

(Amounts in units, unless otherwise stated)

Breakdown 12/31/2020 12/31/2019
Net profit for the period (in euros) 143,281,247 65,225,749
Average number of shares outstanding 170,648,346 170,553,778
Average number of potentially dilutive shares 6,620,000 7,457,574
Weighted average number of potentially dilutive shares 177,268,346 178,011,352
Basic earnings per share (in euro units) 0.840 0.382
Diluted earnings per share (in euro units) 0.808 0.366
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Part D - Comprehensive income

Statement of Comprehensive Income

(Values in euro units)

Items Total 12/31/2020 Total 12/31/2019

10. Profit for the year 143,281,247 65,225,749

Other income components not transferred to the income statement

20.  Equity instruments carried at fair value through other comprehensive income:

a) fairvalue changes

b) transfers to other net equity items

30. Financial liabilities carried at fair value through profit or loss (changes in

creditworthiness):

a) fairvalue 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 10,086 (21,904)

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 (2,774) 6,024

Other income components with reclassification to the income statement

110. Hedging of foreign investments:

a) fairvalue changes

b) reclassification through income statement

¢) other changes

120. Foreign exchange differences:

a) changes in value 64,215 (6,379)

b) reclassification through income statement

c) other changes

(CONT'D)
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(Values in euro units)

Items Total 12/31/2020 Total 12/31/2019

130. Cash flow hedges:

a) fairvalue changes 0 0

b) reclassification through income statement

c) other changes

of which: result of net positions

140. Hedging instruments (undesignated elements):

a) changesinvalue

b) reclassification through income statement

c) other changes

150. Financial assets (other than equity instruments) measured at fair value through
other comprehensive income:

a) fairvalue changes 119,390 6,110,470

b) reclassification through income statement

- adjustments for credit risk

- profits/losses on disposals

¢) 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) fairvalue changes

b) reclassification through income statement

- adjustments due to impairment

- profits/losses on disposals

c) other changes

180. Income taxes relating to otherincome components with reclassification to the
income statement (60,718) (2,018,623)

190. Total otherincome components 130,199 4,069,587

Other comprehensive income (Iltem 10+190) 143,411,446 69,295,337
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Part E - Information on risks and related hedging policies

Introduction

Banca Farmafactoring 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;

p 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;

D 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, 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 Bank’s corporate governance bodies perform the functions entrusted to them
not only with regard to their specific business activities, but also taking into account the Group’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:

p 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);

) 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;
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b 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;

p 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;

P 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 Banking
Group’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

In Italy factoring is governed by the Italian Civil Code (Book IV - Title |, Chapter V, 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 public administration agencies.

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.

2. Credit risk management policies

2.1 Organisational 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 24, 2019. 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.
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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.

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;

b 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, Banca Farmafactoring has internal requlations that describe the phases that
industry regulations identify as components of the credit process:

p Background check;
p Decision;

p Disbursement;

p Monitoring and review;
p Dispute.

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.

Banca Farmafactoring 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 Banca Farmafactoring.
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As a general rule, the Bank’s customers have a suitable credit standing and, if necessary, adequate guarantees
are requested to mitigate the risk of financial losses arising from customers’ non-performance.

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.

With regard to the assessment and measurement of credit risk from a regulatory point of view in terms of
capital requirements to guarantee capital adequacy, the Bank uses the “standardized" approach, 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, which highlight 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 exposures to other public administration agencies when
specifically envisaged by relevant supervisory provisions;

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, (i) exposures to public sector entities of
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% for exposures to the public authorities of countries with Credit Quality Step 2;

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 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;
1009% for exposures to private debtors (i.e., businesses);

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.

In order to assign the weights for the calculation of capital requirements for credit risk to the Bank's exposures
to public sector entities, the Bank adopted DBRS Morningstar as the reference ECAI. For this purpose, it should
be noted that the unsolicited rating attributed to the Republic of Italy by DBRS was “BBB high”. Therefore,
exposures to Italian public sector entities with an original maturity of more than 3 months, including receivables
due from the National Healthcare Service and Local Healthcare Entities, fall within the Credit Quality Step 3
with an associated weighting of 100%.
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However, as at December 31, 2020, with a view to approximating the provisions on the new definition of default
(i.e Guidelines on the application of the definition of default under Article 178 of Regulation (EU) no. 575/2013)
in force since January 1, 2021, the Bank, like the intermediaries, was required to adopt the invoice due date
(with an original expiry of less than three months) as starting date for counting the overdue amount for the
non-recourse factoring product instead of the estimated internal collection date. This therefore means that a
significant proportion of exposures to public sector bodies is weighted at 20% under Article 116, paragraph 3 of
the CRR.

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, 2020 is €153.3
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:

P “Large exposure” means any risk position equal to or greater than 10% of the eligible capital, as defined in the
CRR (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.

Finally, in accordance with Bank of Italy Circular no. 139 of 11 February 1991, as subsequently amended, "Risk
centre. Instructions for credit intermediaries", the Bank reports monthly to the Risk Centre, providing information
on the dynamics of the debtor's financial debt over time and on the ratio granted/used (which expresses the
company's financial commitment and the margins of indebtedness to the system). This compliance also allows
the visibility of the financial position of the subjects reported by the Bank, in order to better monitor the
performance of the receivable.
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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 transactionsin the portfolio to different buckets, based on an assessment of the increase
in the level of exposure/counterparty risk;

p 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.
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The key concepts introduced by IFRS 9 and required for the purpose of calculating impairment compared to
previous accounting standards are as follows:

b 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;

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;

b 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;

— A deterministic 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:

— Multi-period PD;
— Multi-period LGD;
— 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 impairments”)

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, positions past due by over 90 days, identified according to objective criteria, do not
necessarily represent a deterioration of the risk position with individual objective impairment elements. The
results arising from impairment are then individually attributed to each single counterparty classified in such
risk position.

COURTESY TRANSLATION Financial Statements 2020

201




202

v

Report on Operations Financial statements for the year ~ Certification by the Report of the Independent Auditors’
ending 31 December 2020 Financial Reporting Board of Statutory Report
Officer Auditors

The Bank'’s impaired receivables consist of NPLs, unlikely to pay and past due exposures, for a total of €104.3
million — net of individual impairment — and are broken down as follows:

p €64.8 million NPLs;
p €0.3 thousand unlikely to pay exposures;

P €39.5 million impaired past due exposures.

Amendments 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 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".

Measuring expected losses

The model for determining risk parameters was also unchanged following the spread of Covid-19.

However, actions were taken, resulting in an update by the Bank of its macroeconomic scenarios to include
the effects of the pandemic within ECL estimates. To this end, as at June 30, 2020 the Bank updated the
macroeconomic scenarios provided by Moody's rating agency. These scenarios are constructed considering the
evolution of the unemployment rate and the High Yield Spread in the context of a pandemic whose negative
effects are estimated to continue for the period 2020--2022 until the situation returns normal in the following
years. The updating of the scenarios also led to a worsening of the baseline scenario, which shifted towards
a recessionary trend compatible with the severity of the macroeconomic situation following the Covid-19
pandemic. Based on this evidence, it was not considered necessary to change the weights attributed to each
individual scenario, which therefore remained the same as initially attributed (40% for the Baseline scenario,
30% for the High Growth scenario and 30% for the Mild Recession scenario).

At December 31, 2020, 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.

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.
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3. Impaired credit exposures

In compliance with Bank of Italy Circular no. 272, the Bank’s net “Impaired assets” amounted to a total of
€104,341 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, 2020, the overall total of the non-performing loans, net of impairment, amounted to €64,753
thousand, of which €5,614 thousand purchased already impaired. Net non-performing loans relating to Italian
municipalities and provincial governments in financial distress amounted to €63,999 thousand, accounting
for 98.8% 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 €1,374 thousand, entirely impaired. Taking account of this
amount, too, gross non-performing loans amounted to €68,034 thousand and relevant adjustments totalled
€3,281 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, 2020, gross and net exposures classified as unlikely to pay amounted to €0.3 thousand.

p Net past due exposures totalled €39,587 thousand, of which €39,414 thousand (99.6%) attributable to public
administration counterparties and public sector companies.

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”.
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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 (book value)

(Values in thousand euros)

Portfolios/quality Non- Unlikely-to- Past-due Performing Othernon- Total
performing  pay positions impaired past due impaired
loans exposures  exposures  exposures

1. Financial assets measured at
amortised cost 64,753 0 39,587 1,612,401 3,628,793 5,345,535

2. Financial assets measured at fair
value through other comprehensive
income 0

3. Financial assets designated
at fair value

4. Other financial assets subject to
mandatory fair-value valuation

5. Financial assets held for sale
Total 12/31/2020 64,753 (0] 39,587 1,612,401 3,628,793 5,345,535
Total 12/31/2019 58,210 0 30,592 629,706 3,809,569 4,528,078

204 | Financial Statements 2020 COURTESY TRANSLATION



» BFF

A.1.2 Breakdown of financial assets by portfolio and credit quality (gross and net amounts)
(Values in thousand euros)

Portfolios/quality Impaired Performing Total (net
exposure)

Gross  Total value Net  Total partial Gross  Total value Net
exposure adjustments exposure  write-offs*  exposure adjustments  exposure

1. Financial assets
measured at amortised
cost 106,292 1,952 104,341 - 5,243,889 2,695 5,241,194 5,345,535

2. Financial assets
measured at fair
value through other
comprehensive income 0 0 0 0

3. Financial assets
designated at fair value X X

4. Other financial assets
subject to mandatory
fair-value valuation X X

5. Financial assets held
for sale

Total 12/31/2020 106,292 1,952 104,341 0 5,243,889 5,241,19 5,345,535
Total 12/31/2019 90,801 1,998 88,802 0 4,444,313 5,038 4,439,275 4,528,078

(*) Value presented for informative purposes

A.1.3 Breakdown of financial assets by category of impairment (book values)
(Values in thousand euros)

Portfolios/risk stages Stage one Stage two Stage three

Between Between Morethan Between Between Morethan Between Between Morethan
land30 30and90 90days 1and30 30and90 90days 1and30 30and90 90 days

days days days days days days

1. Financial assets

measured at amortised

cost 263,763 92,198 1,153,882 0 132 102,427 220 256 102,635
2. Financial assets

measured at fair

value through other

comprehensive income 0 0 0 0 0 0 0 0 0
3. Financial assets held for

sale
Total 12/31/2020 263,763 92,198 1,153,882 1 132 102,427 220 256 102,635
Total 12/31/2019 26,654 42,050 478,728 847 1,538 79,889 1,859 294 77,195
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A.1.4 Financial assets, commitments to disburse funds and financial guarantees issued: trend of the total
value adjustments and total provisions

Description/risk Total value adjustments
stages
Assets in stage one Assets in stage two
Financial assets  Financial assets of which: of which: Financial assets Financial assets of which: of which:
measured at measured individual collective measured at measured individual collective
amortised cost atfairvalue write-downs write-downs amortised cost at fair value write-downs write-downs
through other through other
comprehensive comprehensive
income income

Opening total
adjustments 4,990 11 - 5,002 36 - - 36

Increases in
purchased or
originated financial
assets

Derecognitions
other than write-offs

Net value

adjustments/write-

backs for credit risk

(+/-) (2,397) (2,397) 65 65

Contractual
amendments
without
derecognitions

Changes in estimate

methodology

Write-offs

Other changes (11) (11)

Closing balances 2,594 2,594 101 101

Recoveries from
receipts on written-
off financial assets

Write-offs
recognised directly
on the income
statement
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(Values in thousand euros)

Total value adjustments Total provisions on commitments to Total
disburse funds and financial guarantees
Assets in stage three Of which: issued
purchased or
Financial assets Financial assets of which: of which: originated Stage Stagetwo Stage
measured at measured individual collective credit- one three
amortised cost atfairvalue  write-downs  write-downs impaired
through other financial
comprehensive assets
income
1,998 - 1,998 - 224 1,536 8,572
(46) (46) (10) (759) (3,137)
1,952 1,952 214 777 5,423

74
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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 stage 1 Transfers between stage 2 Transfers between stage 1
and stage 2 and stage 3 and stage 3

From Stagel FromStage2 FromStage2 FromStage3 FromStagel From Stage3
to Stage 2 toStagel to Stage 3 to Stage 2 to Stage 3 toStagel

1. Financial assets measured
at amortised cost 1,484 3,158 912 382 945 477

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 12/31/2020 1,484 3,158 912 382 945 477
Total 12/31/2019 0 4,121 8,479 3,177 17,156 8,719
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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/values Gross exposure Total Netexposure Total partial
adjustments/ write-offs (*)
Impaired  Performing recoveries and

total provisions

A. On-Balance-sheet credit exposures

a) Badloans -

— of which: forborne exposures -

b) Unlikely-to-pay positions -

— of which: forborne exposures -

¢) Impaired past-due exposures -

XX | X | X | X |X

— of which: forborne exposures

d) Past due performing exposures

— of which: forborne exposures

e) Other performing exposures

— of which: forborne exposures - - - - -

TOTAL (A)

B. Off-Balance Sheet credit exposures

a) Impaired - X - - -
b) Performing X 5,200 0 5,200 -
(0] (0]

(*) Value for disclosure purposes.
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A.1.7 On-balance-sheet credit exposures to customers: gross and net values

(Values in thousand euros)

Type of exposures/values Gross exposure

Impaired Performing

Total
adjustments/
recoveries and
total provisions

Net exposure  Total partial
write-offs (*)

A. On-Balance-sheet credit exposures

a) Badloans 66,660 X 1,907 64,753 0
— of which: forborne exposures 0 X 0 0 0
b) Unlikely-to-pay positions 0 X 0 0 0
— of which: forborne exposures 0 X 0 0 0
¢) Impaired past-due exposures 39,632 X 45 39,587 0
— of which: forborne exposures X 0 0 0
d) Past due performing exposures X 1,613,007 606 1,612,401 0
— of which: forborne exposures X 0 0 0 0
e) Other performing exposures X 3,609,874 2,082 3,607,792 0
— of which: forborne exposures X 0 0 0 0

TOTAL (A) 106,292 5,222,880 4,639 5,324,534
B. Off-Balance Sheet credit exposures 0 0 0
a) Impaired 0 X 0 0
b) Performing X 513,982 777 513,205 0

TOTAL (B) 513,982

TOTAL (A+B) 106,292 5,736,862

(*) 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 Past-due

loans positions impaired

exposures

A. Starting gross exposure 60,168 0 30,632

— of which: exposures transferred but not derecognised 273 - 2,420

B. Increases 9,277 0 29,697

B.1 inflows from performing exposures 7,659 - 29,138
B.2 transfers from purchased or originated impaired financial

assets - -

B.3 transfers from other impaired exposures 51 - -

B.4 contractual amendments without derecognitions - - -

B.5 otherincreasing variations 1,567 0 559
C. Decreases 2,785 - 20,697
C.1 outflows to performing exposures 801 - 19,884
C.2 write-offs - - -
C.3 collections 1,984 - 91

C.4 collections from disposals - - -

C.5 losses from disposals - _ -

C.6 transfers to other impaired exposures - - 51

C.7 contractual amendments without derecognitions - -

C.8 other decreasing variations 671
D. Final gross exposure 66,660 0 39,632
— of which: exposures transferred but not derecognised - 40
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A.1.11 On-balance sheet impaired credit exposure to customers: trend of total value adjustments

(Values in thousand euros)

Descriptions/Categories

Non-performing loans

Unlikely-to-pay positions

Past-due impaired exposures

Total of which: Total of which: Total of which:
forborne forborne forborne
exposures exposures exposures
A. Total opening adjustments 1,958 - - - 40 -
— of which: exposures
transferred but not
derecognised 1 - - - 4 -
B. Increases 18 - - - 39 -
B.1 value adjustments to
purchased or originated
credit impaired assets - - - - - -
B.2 other value adjustments 13 - - - - -
B.3 losses from disposals - - - - - -
B.4 transfers from other
categories of impaired
exposures 0 - - - 33 -
B.5 contractual amendments
without derecognitions - - - - - -
B.6 otherincreasing
variations 5 - - - 6 -
C. Decreases 69 - - - 34 -
C.1 write-backs from
valuation - - - - - -
C.2 write-backs from
proceeds 68 - - - 3 -
C.3 profits from disposals - - - - - -
C.4 write-offs - - - - — -
C.5 transfers to other
categories of impaired
exposures 1 - = - 31 -
C.6 contractual amendments
without derecognitions - - - - - -
C.7 other decreasing
variations - - - -
D. Final total adjustments 1,907 - - - 45 -
— of which: exposures
transferred but not
derecognised 0 -
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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)

Exposures External rating classes No rating Total

Class1  Class2 Class 3 Class4 Class5 Class6

A. Financial assets measured at amortised cost 4,384 91,085 4,002,191 53,695 1,198,826 5,350,181
- Stage one 4377 91,085 3,802,759 50,690 1,192,099 5,141,010
- Stage two 7 96,990 1,324 4558 102,878
—Stage three 102,442 1,681 2,169 106,292

B. Financial assets measured at fair value through other
comprehensive income

- Stage one

- Stage two

- Stage three

C. Financial assets held for sale

- Stageone

- Stage two

- Stage three

Total (A+B +C) 4,38 91,085 4,002,191 1,198,826 5,296,486

of which: purchased or originated impaired financial assets 198

D. Commitments to disburse funds and financial

guarantees issued 519,182 519,182
- Stage one 519,182 519,182
- Stage two

- Stage three

Total 519,182

Total (A+B+C +D) 4,38 91,085 4,002 0 1,718,008 5,815,668

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.

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
ccc

v B W N
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A.3 Breakdown of guaranteed credit exposures by guarantee type
A.3.2 Guaranteed on- and off-balance sheet credit exposures to customers
Gross  Net exposure
exposure
Collateral (1)
Real estate - Real estate Securities Other
liens - Loans for collateral
leases
1. Secured on-balance sheet exposures: 154 154 153 - -
1.1 totally secured 154 154 153 - -
— of which impaired 154 154 153 - -
1.2 partially secured - - - - -
- of which impaired - - - - -
2. Guaranteed Off-Balance Sheet credit
exposures: 1,026 1,026 - - 1,026
2.1 totally secured 1,026 1,026 - - 1,026

— 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
CREDIT LINK Other derivatives Public Banks Other Other
NOTES administrations financial entities
Central Banks Other Other companies
counterparties financial entities
companies

0 154
0 154
0 153
0 0
0 0
0 1,026
0 1,026
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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/ Public administrations Financial companies Financial companies Non-financial companies Households
(of which: insurance
companies)
Counterparties 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 Badloans 64,175 492 - - - - 153 284 425 1,131

- of which: forborne
exposures - - - - - - - _ - _

A.2 Unlikely-to-pay
positions - - - - - - 0 _ _ _

- of which: forborne
exposures - - - - - - _ _ _ _

A.3 Impaired past-due
exposures 39,414 42 - - - - 143 2 30 0

- of which: forborne
exposures - - - - - - - _ - _

A.4 Performing exposures 4,027,098 502 1,127,634 1,412 0 0 35,406 344 30,055 430

- of which: forborne
exposures -

Total (A) 4,130,687 1,036 1,127,634 1,412 0 0 35,703 630 30,510 1,561

B. Off-Balance Sheet credit
exposures

B.1 Impaired exposures - - - - - - - - - -

B.2 Performing exposures - - 463,653 329 - - 49,552 448 - -
Total (B) 463,653 329 49,552 448

Total (A+B) 12/31/2020 4,130,687 1,036 1,591,287 1,741 85,255 1,078 30,510 1,561
Total (A+B) 12/31/2019 3,565,442 1,009 1,640,081 5,353 94,045 934 16,657 1,265
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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 Badloans 64,753 1,907 - -
A.2 Unlikely-to-pay

positions 0 - -
A3 Impaired past-due

exposures 37,907 44 1,681 0
A.4 Performing exposures 3,878,979 1,264 1,341,214 1,423
Total (A) 3,981,640 3,216 1,342,894 1,423

B. Off-Balance Sheet credit
exposures

B.1 Impaired exposures - - - -

B.2 Performing exposures 1,026 - 512,179 777
Total (B) 1,026 0 512,179 777
Total (A+B) 12/31/2020 3,982,666 3,216 1,855,073 2,200
Total (A+B) 12/31/2019 3,515,576 2,714 1,800,648 5,846
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(Values in thousand euros)

Exposures/Geographic areas Northwest Italy Northeast Italy Central Italy Southern Italy and Islands
Net exposure Total value  Net exposure Total value  Net exposure Totalvalue Net exposure Total value
adjustments adjustments adjustments adjustments

A. On-Balance-sheet credit

exposures

A.1 Bad loans 583 386 173 48 2,513 1,151 61,484 322
A.2 Unlikely-to-pay positions 0 0 0 0 0 0 0 0
A.3 Impaired past-due exposures 1,816 5 2,037 0 2,880 2 31,174 36
A.4 Performing exposures 202,698 235 118,726 138 2,658,663 708 898,892 184
Total (A) 205,097 627 120,936 186 2,664,057 1,861 991,550 542

B. Off-Balance Sheet credit
exposures

B.1 Impaired exposures - - - - - - — -

B.2 Performing exposures - - - - 1,026 - - -
Total (B) (] 0 (1] (1] 1,026 (0] 0 0
Total (A+B) 12/31/2020 205,097 627 120,936 186 2,665,083 1,861 991,550 542
Total (A+B) 12/31/2019 216,460 528 112,141 68 2,071,066 1, 57/72 1,115,909 545

B.3 Territorial distribution of on- and off-balance sheet credit exposures to banks

(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.1l Badloans - - - -

A.2 Unlikely-to-pay
positions - - - -

A.3 Impaired past-due

exposures - - - -
A.4 Performing exposures 8,022 3 12,979 4
Total (A) 8,022 3 12,979 4

B. Off-Balance Sheet
credit exposures

B.1 Impaired exposures - - - -

B.2 Performing exposures 5,200

(= O

w
&

Total (B) 5,200
Total (A+B) 12/31/2020 13,222 12,979

~N
wv

Total (A+B) 12/31/2019 81,546 24,774
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(Values in thousand euros)

Exposures/Geographic areas Northwest Italy Northeast Italy Central Italy Southern Italy and Islands
Net Total value Net Total value Net Total value Net Total value
exposure adjustments exposure adjustments exposure  adjustments exposure  adjustments

A. On-Balance-sheet credit
exposures

A.1l Badloans - - - - - - — —

A.2 Unlikely-to-pay positions - - - - - - _ _

A.3 Impaired past-due exposures - - - - - — — _

A.4 Performing exposures 7,122 2 318 0 582 1 0 0

Total (A)

B. Off-Balance Sheet credit

exposures
B.1 Impaired exposures 0 0 0 0 0 0 0 0
B.2 Performing exposures - - - - 5,200 0 - -

Total (B)

Total (A+B) 12/31/2020

Total (A+B) 12/31/2019 4,646 3 0 76,894 B 6

B.4 Large exposures

At December 31, 2020 there were 15 “large exposures”, i.e. exposures equal to or higher than 10% of eligible
capital.

The nominal unweighted amount of these positions was €5,951,648 thousand, while the weighted amount was
€165,401 thousand.

However, none of these positions exceed the individual concentration limit of 25% of eligible capital.
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C. Securitisation transactions
INFORMATION ONTHE TRANSACTIONWITH“"BAYERISCHE LANDESBANK - BFF SPV S.R.L.”

Qualitative information
Strategies, processes and objectives

InJuly 2017 and renewed for a year in December 2018, the private placement of a securitization transaction was
concluded with the Bayerische Landesbank (BayernLB) Group for €150 million - the maximum amount of the
flexible senior note - with the aim of diversifying funding activities.

Transaction details

The receivables, due from Local Healthcare Entities and Hospitals, are sold without recourse to a special purpose
vehicle pursuant to Law 130/99, BFF SPV, which finances the purchase of the receivables by issuing securities
up to a total of €150 million, underwritten by Corelux, a special purpose vehicle in the BayernLB Group, using
liquidity made available by BayernLB AG.

The securitization structure provides for a revolving period during which sales of revolving receivables will be
made against collections of the receivables in order to maintain the collateralization ratio provided for by the
contract.

The revolving phase, started in September 2017 and originally valid through January 15, 2019, was renewed in
December 2018: as a result, the revolving phase outstanding at December 31, 2018 is to end on February 17,
2020. On February 6, 2020, the revolving phase was once again renewed and it is to end on February 15, 2021.

In February 2020 the revolving phase was renewed, with a new deadline of February 15, 2021.

It should be noted that in January 2021 the activities necessary for the repayment of Senior Notes and the
unwinding of the program were implemented and are expected to be completed by the end of the first half of
2021.

Description of the risk profile

Banca Farmafactoring, as the originator, maintains a role in the securitization transaction, even though it sells
receivables on a non-recourse basis.

This transaction includes a minimum credit enhancement mechanism (the minimum over-collateral ratio at
December 31, 2020 is equal to 138.00% of the amount of the securities issued) and a subordinated loan by

Banca Farmafactoring.

Atthe end of the revolving period, there will be an amortization period of up to one yearrelated to the receivables
collection performance, until full repayment of securities.

Through the exercise of a put option, the vehicle may also transfer back to Banca Farmafactoring S.p.A. any
receivables outstanding after the 12 months set as the maximum limit for the amortization period.

Based on the above, all of the risks and rewards of the transaction were not transferred to the assignee but
remain with Banca Farmafactoring. Consequently, the securitization risk is included in the credit risk.
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Banca Farmafactoring does not hold any financial instruments issued by the vehicle as part of the transaction
and, as collection agent, handles receivable recovery and collection activities on behalf of the servicer Zenith
Service S.p.A.

Quantitative information

Type of financial instruments held
Banca Farmafactoring doesnothold any financialinstruments connected with the above-mentioned transaction.

Sub-servicer activity
Banca Farmafactoring, in its capacity as collection agent, handles receivable recovery and collection activities

on behalf of the servicer Zenith Service S.p.A.

Following the sales of receivables during the revolving phase of the transaction, the net amount of the
outstanding receivables totalled €89.9 million at December 31, 2020.
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C.1 Exposures resulting from the main “in-house” securitisation transactions broken down by type of securisations
and by type of exposures

Type of securitisation/Exposures On-balance sheet exposures
Senior Mezzanine Junior
Book Value  Book Value Book Value
value adjustments/ value adjustments/ value adjustments/
write-backs write-backs write-backs

A. Object of full derecognition from
the financial statements

B. Object of partial cancellation from
the financial statements

C. Not derecognised from the financial

statements 62,967 (18)
C.1 BFFSPVI
— Factoring 62,967 (18)
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(Values in thousand euros)

Guarantees issued Credit facilities
Senior Mezzanine Junior Senior Mezzanine Junior
Net Value Net Value Net Value Net Value Net Value Net Value
exposure adjust- exposure adjust- exposure adjust- exposure adjust- exposure adjust- exposure adjust-
ments/ ments ments/ ments/ ments/ ments/
write- write- write- write- write- write-
backs backs backs backs backs backs
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C.3SPV

(Values in thousand euros)

Securitization Registered office Consolidation Assets Liabilities
name/SPV name
Receivables Debt Others Senior Mezzanine Junior
securities
BFFSPVS.r.l. Milan - Line-by-line
ViaV. Betteloni 2 132,310 50,013

E. Disposal transactions

A. FINANCIAL ASSETS SOLD AND PARTIALLY DERECOGNISED

Qualitative information

The disclosure required by IFRS 7, paragraph 42D, letters a), b) and c), regarding the nature of the transferred
assets, the relationship between them and the associated liabilities, and corresponding risks to which the Bank

is exposed, is provided below.

With reference to the above-mentioned securitization transaction, the value of the receivables sold and not
derecognized amounts to €91.5 million.

The other “Receivables due from customers” refer for a total of €143.6 million to the receivables pledged as
collateral for loans with financial intermediaries.

The counterparty in repurchase agreements, amounting to €1.7 billion, is Cassa di Compensazione e Garanzia.
These transactions were executed to refinance the Bank’s securities portfolio.
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E.1. Financial assets sold and fully recognized and associated financial liabilities: book values

(Values in thousand euros)

Financial assets sold and fully recognised Associated financial liabilities

Book value

of which: of which:  of which impaired Book value of which: of which:

subject to
securitisation
transactions

subject to sale
agreements with
repurchase clause

subject to
securitisation
transactions

subject to sale
agreements with
repurchase clause

. Financial assets held for trading

. Debt securities

. Equity securities

. Loans

. Derivatives

X | X | X | X

W w NP>

. Other financial assets subject to
mandatory fair-value measurement

. Debt securities

. Equity securities

. Loans

. Financial assets at fair value

. Debt securities

. Loans

olNdN|Rr|Ajw NP

. Financial assets measured
at fair value through other
comprehensive income

. Debt securities

. Equity securities

. Loans

m|w |~ |

. Financial assets measured

at amortised cost 1,904,261

91,473 1,669,164 1,892,915 28,506 1,674,754

1. Debt securities 1,669,164

1,669,164 1,674,754 1,674,754

2. Loans 235,097
1,904,261

1,475,651

Total (12/31/2020)
Total (12/31/2019)

COURTESY TRANSLATION

40
40
2,688

91,473 -
91,473 1,669,164
219,243 996,022

218,161
1,892,915
1,383,635

28,506
28,506
129,775

1,674,754
995,513
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Section 2 - Market Risks

2.1 Interest rate risk and price risk - regulatory trading portfolio

Qualitative information

A. General aspects

At December 31, 2020 no financial assets held for trading were recognized.
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.

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

For assessing interest rate risk potentially linked to fluctuations in interest rates, the Group adopted the method
used to determine internal capital set forth in Annex C of Bank of Italy Circular no. 285/2013 (Part |, Title Ill,
Chapter 1), as subsequently updated, together with the guidelines defined by the European Banking Authority
(EBA) and the Basel Committee on Banking Supervision (*"BCBS").

This method is applied monthly, in order to detect on a timely and ongoing basis any loss resulting from a
market shock determined based on the annual changes in interest rates recorded during an observation period
of six years, considering alternatively the 1st percentile (decrease) or the 99th percentile (increase) and ensuring
that rates are not negative.

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 weighs, 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.
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The total weighted exposure represents the change in the present value of cash flows, generated by the
hypothetical interest rate scenario.

The assumption of interest rate risk in connection with the Bank’s funding activity can only occur in compliance
with the policies and limits set by the Board of Directors. It is governed by specific powers delegated in this
area, which set autonomy limitations for the parties authorized to operate within the Finance Department and
Deposit account areas.

The corporate functions responsible for ensuring the proper management of interest rate risk are the Finance
and Administration Department, the Risk Management Function, and Top Management, which annually
submits to the Board of Directors proposals for lending and funding policies and interest rate risk management
and recommends, if necessary, any suitable actions to ensure that business is carried out consistently with the
risk management policies approved by the Bank.

The interest rate risk position is reported on a quarterly basis to Banca Farmafactoring’s Top Management and
Board of Directors, within the framework of periodic reporting of the Risk Management Function.

Furthermore, at the operational level, on a monthly basis the Finance and Administration Department monitors
the interest rate risk, as well its management, through specific reporting.
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Quantitative information

1. Banking book: distribution by maturity (repricing date) of on-balance sheet financial
assets and liabilities and financial derivatives

L (Values in thousand
Currency of denomination: EUROS

euros)
Type/Unexpired term On demand Up to More than Morethan Morethan1l Between More than Indefinite
3months 3 monthsto 6 monthsto year to 5and 10 10 years duration
6 months lyear 5years years
1. On-balance sheet assets 1,987,818 665,773 995,662 544,572 727,353 69,288
1.1 Debt securities - 12,216 914,218 45,684 709,932 -
— with option of advance
repayment - - - - - -
— others - 12,216 914,218 45,684 709,932 -
1.2 Loansto banks 17,708 2,680 - - - -
1.3 Loansto customers 1,970,110 650,877 81,445 498,888 17,421 69,288
— current account 3 - - - - 0
— otherloans 1,970,107 650,877 81,445 498,888 17,421 69,287
— with option of advance
repayment - - - - - -
— others 1,970,107 650,877 81,445 498,888 17,421 69,287
2. On-balance sheet
liabilities 201,493 2,583,715 678,494 432,313 683,313 103,656
2.1 Payables to customers 187,782 2,263,215 478,220 357,313 178,348 -
— current account 102,182 533,629 409,231 357,313 112,582 -
— other payables 85,601 1,729,586 68,988 - 65,766 -
— with option of advance
repayment - - - - - -
— others 85,601 1,729,586 68,988 - 65,766 -
2.2 Payables to banks 13,711 320,500 50,000 75,000 - -
— current account - - - - - -
— other payables 13,711 320,500 50,000 75,000 - -
2.3 Debt securities - - 150,275 — 504,965 103,656
— with option of advance
repayment - - - - 201,785 103,656
— others - - 150,275 - 303,180 -
2.4 Other liabilities - - - - - -
— with option of advance
repayment - - - - - -
— others - - - - - -
(CONT'D)
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o (Values in thousand
Currency of denomination: EUROS

euros)
Type/Unexpired term On demand Up to More than Morethan More than1 Between More than Indefinite
3months 3 monthsto 6 monthsto year to 5and 10 10 years duration

6 months 1year 5years years

3. Financial derivatives - - - - - - - -

3.1 With underlying security - - - - - - - -

- Options - - - - - - - _

+ long positions - - - - - — — _

+ short positions - - - - - - — _

Other derivatives - - - - — — _ _

+ long positions - - - - - — - _

+ short positions - - - - - - — _

3.2 Without underlying
security - - - - - - - -

- Options - - - - - — — _

+ long positions - - - - - - - _

+ short positions - - - - - _ - _

- Other derivatives - - - - - _ _ _

+ long positions - - - - - - — -

+ short positions - - - - - — _ _

4. Other off-balance sheet

transactions 1,026 1,026 - - - - - —
+ long positions - 1,026 - - - - _ _
+ short positions 1,026 - - - - - - _
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Report

(Values in thousand euros)

Type/Unexpired term

On demand

Up to
3 months

More than
3 months
to 6 months

More than More than1

6 months to
1lyear

year to
5years

More than
5 year
to 10 years

More than Indefinite
10 years duration

1. On-balance sheet assets

6,228

208,664

140,176

1.1 Debt securities

— with option of advance
repayment

— others

1.2 Loansto banks

613

1.3 Loans to customers

5,615

208,664

140,176

— current account

— otherloans

5,615

208,664

140,176

— with option of advance
repayment

— others

5,615

208,664

140,176

2. On-balance sheet
liabilities

7,365

331,144

46,713

31,754

18,772

2.1 Payables to customers

7,320

35,076

46,713

31,754

18,772

— current account

7,320

35,076

46,713

31,754

18,772

— other payables

— with option of advance
repayment

— others

2.2 Payables to banks

45

296,068

— current account

— other payables

45

296,068

2.3 Debt securities

— with option of advance
repayment

— others

2.4 Other liabilities

— with option of advance
repayment

— others
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Currency of denomination: OTHERS (Values in thousand euros)
Type/Unexpired term On demand Upto Morethan Morethan Morethanl Morethan Morethan Indefinite
3 months 3 months 6 monthsto year to 5year 10 years duration

to 6 months 1year 5years to10years

3. Financial derivatives - - - - - - — -

3.1 With underlying security - - - - - - - _

- Options - - - - - — _ _

+ long positions - - - - - - - _

+ short positions - - - - - — — _

- Other derivatives - - - - - — _ _

+ long positions - - - - - - - _

+ short positions - - - - - — - _

3.2 Without underlying
security - - - - - - - —

- Options - - - - - - - —

+ long positions - - - - - - - -

+ short positions - - - - - - _ _

- Other derivatives - - - - _ _ _ _

+ long positions - - - - - - — _

+ short positions - - - - - - — _

4. Other off-balance sheet
transactions - - - - - - - _

+ long positions - - - - - - — _

+ short positions - - - - - - — _
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2.3 Exchange risk

Qualitative information

A. General aspects, management processes and measurement methods for exchange
rate risk

The Bank’s asset portfolio at December 31, 2020 is denominated as follows:
p Euro;

p Polish zloty;

p Czech koruna;

) Croatian kuna.

Banca Farmafactoring thus manages and monitors the risk of fluctuations in such exchange rates. The Bank
has a specific internal regulation for the management of exchange risk referring to exposures arising from the
management of assets, funding transactions, the purchase or sale of financial instruments in foreign currency,
and any other type of transaction in a currency other than the reference currency. Specifically, the Bank operates
under a natural hedging approach and has entered into hedging instruments to hedge exchange rate risk where
the natural hedging strategy cannot be pursued and/ or is not effective.

Withregardtotheacquisition of BFF Polska Group, the exchangeriskarisingfromthe acquisition of theinvestment
in Polish zloty was hedged by loan agreements secured with the Unicredit Group and the IntesaSanPaolo Group,
so that the asset and liability positions offset each other and, consequently, there is an open position in currency
within the limits set by the Risk Appetite Framework approved by the Bank’s BoD.

The currency effect recognised in the income statement arising from the revaluation of zloty loans payable

corresponds to a related effect with the opposite sign in consolidated equity (the so-called “Translation reserve”),
which comes from the revaluation of the exchange rates applied to BFF Polska Group's equity.
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No hedging transactions using derivative instruments were recognized at December 31, 2020.

Qualitative information

1. Breakdown by currency of assets, liabilities and derivatives

(Values in thousand euros)

Items Currencies

US Dollar Pounds Yen Canadian  Swiss francs Other

Dollar currencies

A. Financial assets 444,504
A.1 Debt securities
A.2 Equity instruments 87,047
A.3 Loans to banks 1,376
A.4 Loans to customers 356,082
A.5 Other financial assets
B. Other assets
C. Financial liabilities 441,058
C.1 Payables to banks 298,726
C.2 Payables to customers 142,332

C.3 Debt securities

C.4 Other financial liabilities

D. Other liabilities

E. Financial derivatives

- Options

+ Long positions

+ Short positions

- Other derivatives

+ Long positions

+ Short positions

Total assets 444 504
Total liabilities 441,058

Difference (+/-)

3,447
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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 maintaining a high degree
of diversification in order to reduce 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:

P 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;

p Sharing of decisions and clear responsibilities among management, control and operational bodies;
p Making liquidity risk management and monitoring processes consistent with prudential supervisory
requirements.

Liquidity risk stress tests were performed for assessing the potential impact of stress scenarios on the Bank’s
solvency.

Impacts of the Covid-19 pandemic

In light 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 On Morethan Morethan Morethan Morethan Morethan Morethan Morethan Morethan Indefinite
demand 1dayto7 7daysto 15daysto 1month 3months 6months 1lyearto 5years  duration
days 15days  1month to to6 tolyear 5 years
3 months months
A. On-balance-sheetassets 1,926,871 114,336 60,707 203,430 292,353 227,875 563,539 1,489,589 83,599 0
Al Government Securities 9 0 86 0 15,658 173,913 54,084 1,456,500 0 0
A.2 Other debt securities 0 0 0 0 0 0 0 0 0 0
A.3 Units of UCls 0 0 0 0 0 0 0 0 0 0
A4 Loans 1,926,862 114,336 60,621 203,430 276,695 53,961 509,455 33,089 83,599 0
- Banks 17,714 2,681 0 0 0 0 0 0 0 0
— Customers 1,909,148 111,655 60,621 203,430 276,695 53,961 509,455 33,089 83,599 0
B. On-balance sheet
liabilities 199,373 769,146 353,549 581,468 633,923 645,527 497,751 923,348 100,000 0
B.1 Deposits and current
accounts 113,772 14,650 24,315 41,472 522,253 415415 497,751 357,582 0 0
- Banks 13,711 0 0 0 65,500 0 135,000 245,000 0 0
— Customers 100,061 14,650 24,315 41,472 456,753 415415 362,751 112,582 0 0
B.2 Debt securities 0 0 0 0 5,811 161,124 0 500,000 100,000 0
B.3 Other liabilities 85,601 754,496 329,235 539,996 105,860 68,988 0 65,766 0 0
C. Off-balance sheet
operations 6,226 1,026 0 0 0 0 0 0 0 0
C.1 Financial derivatives
with exchange of capital 0 0 0 0 0 0 0 0 0 0
— Long positions 0 0 0 0 0 0 0 0 0 0
— Short positions 0 0 0 0 0 0 0 0 0 0
C.2 Financial derivatives
without exchange of
capital 0 0 0 0 0 0 0 0 0 0
— Long positions 0 0 0 0 0 0 0 0 0 0
— Short positions 0 0 0 0 0 0 0 0 0 0
C.3 Deposits and loans to
be collected 0 0 0 0 0 0 0 0 0 0
- Long positions 0 0 0 0 0 0 0 0 0 0
- Short positions 0 0 0 0 0 0 0 0 0 0
C.4 Commitments to
disburse funds 1,026 1,026 0 0 0 0 0 0 0 0
— Long positions 0 1,026 0 0 0 0 0 0 0 0
— Short positions 1,026 0 0 0 0 0 0 0 0 0
C.5 Financial guarantees
issued 5,200 0 0 0 0 0 0 0 0 0
C.6 Financial guarantees
received 0 0 0 0 0 0 0 0 0 0
(CONT'D)
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Currency of denomination: EUROS (Values in thousand euros)
Items/Time bands On Morethan Morethan Morethan Morethan Morethan Morethan Morethan Morethan Indefinite
demand 1dayto7 7daysto 15daysto 1month 3months 6months 1lyearto S5years  duration
days 15 days 1 month to to6 tolyear 5 years
3 months months
C.7 Credit derivatives with
exchange of capital 0 0 0 0 0 0 0 0 0 0
— Long positions 0 0 0 0 0 0 0 0 0 0
— Short positions 0 0 0 0 0 0 0 0 0 0
C.8 Credit derivatives
without exchange of
capital 0 0 0 0 0 0 0 0 0 0
- Long positions 0 0 0 0 0 0 0 0 0 0
— Short positions 0 0 0 0 0 0 0 0 0 0
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Currency of denomination: OTHER CURRENCIES (Values in thousand euros)

Items/Time bands On Morethan Morethan Morethan Morethan Morethan Morethan Morethan Morethan Indefinite
demand 1dayto7 7daysto 15daysto 1monthto 3monthsto 6months  1yearto 5years  duration
days 15 days 1month 3 months 6months  to1year 5years

A. On-balance-sheet assets 6,235 0 0 0 208,881 0 140,683 0 0 0
A.1 Government Securities 0 0 0 0 0 0 0 0 0 0
A.2 Other debt securities 0 0 0 0 0 0 0 0 0 0
A.3 Units of UCIs 0 0 0 0 0 0 0 0 0 0
A4 Loans 6,235 0 0 0 208,881 0 140,683 0 0 0
- Banks 613 0 0 0 0 0 0 0 0 0
— Customers 5,622 0 0 0 208,881 0 140,683 0 0 0
B. On-balance sheet
liabilities 6,378 529 0 2,587 80,642 88,043 120,870 137,519 0 0
B.1 Deposits and current
accounts 6,378 529 0 2,587 80,642 88,043 120,870 137,519 0 0
- Banks 45 0 0 0 48,249 40,587 88,485 118,747 0 0
- Customers 6,332 529 0 2,587 32,393 47,456 32,385 18,772 0 0
B.2 Debt securities 0 0 0 0 0 0 0 0 0 0
B.3 Other liabilities 0 0 0 0 0 0 0 0 0 0
C. Off-balance sheet
operations 0 0 0 15,352 21,931 19,738 34,497 26,443 0 0
C.1 Financial derivatives
with exchange of capital 0 0 0 0 0 0 0 0 0 0
- Long positions 0 0 0 0 0 0 0 0 0 0
— Short positions 0 0 0 0 0 0 0 0 0 0
C.2 Financial derivatives
without exchange of capital 0 0 0 0 0 0 0 0 0 0
— Long positions 0 0 0 0 0 0 0 0 0 0
- Short positions 0 0 0 0 0 0 0 0 0 0
C.3 Deposits and loans to be
collected 0 0 0 0 0 0 0 0 0 0
— Long positions 0 0 0 0 0 0 0 0 0 0
— Short positions 0 0 0 0 0 0 0 0 0 0
C.4 Irrevocable commitments
to lend funds 0 0 0 0 0 0 0 0 0 0
— Long positions 0 0 0 0 0 0 0 0 0 0
- Short positions 0 0 0 0 0 0 0 0 0 0
C.5 Financial guarantees
issued 0 0 0 15,352 21,931 19,738 34,497 26,443 0 0
C.6 Financial guarantees
received 0 0 0 0 0 0 0 0 0 0
C.7 Credit derivatives with
exchange of capital 0 0 0 0 0 0 0 0 0 0
— Long positions 0 0 0 0 0 0 0 0 0 0
— Short positions 0 0 0 0 0 0 0 0 0 0
C.8 Credit derivatives without
exchange of capital 0 0 0 0 0 0 0 0 0 0
— Long positions 0 0 0 0 0 0 0 0 0 0
— Short positions 0 0 0 0 0 0 0 0 0 0
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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, among other, 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.).

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 behaviour 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 Bank is of the “"mixed” type, meaning a model based
both on qualitative assessments - linked to process mapping, at-risk activities and the corresponding controls
adopted - and on quantitative assessment.

Within the framework of the measures adopted regarding the exposure to operational risk, the following specific
risks are also monitored by the Bank:

D 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: 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
methodologyis performed. Such methodologyis developed forall activities falling withinthe 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).
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For computing capital requirements for operational risk, the Bank uses 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).

The Bank 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.

In addition, in order to control the above mentioned risks, the Bank adopts specific Organization Models for
the management of the risks regarding money laundering, occupational health and safety, and information
security.

Impacts of the Covid-19 pandemic

In light 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

(Values in thousand euros)

Items/values Amount Amount

12/31/2020 12/31/2019
1. Share capital 131,401 131,326
2. Share premium reserve 693 693
3. Reserves 169,092 95,632
- earnings 161,678 102,400
a) legal 26,197 26,197

b) statutory

c) treasury shares

d) others 135,481 69,436
- others 7,414 6,768
4. Equity instruments

5. (Treasury shares) (3,517) (1,763)
6. Valuation reserves: 3,921 3,791

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 - (80)

Tangible assets

Intangible assets

- Hedging of foreign investments

Cash flow hedges - -

Hedging instruments (undesignated elements)

Foreign exchange differences 39 (4)

- Non-current assets and asset groups held for sale

- Financial liabilities measured at fair value through profit or loss (changes in
creditworthiness)

- Actuarial profits (losses) relating to defined benefit plans (156) (163)
- Share of valuation reserves for equity investments measured at equity

- Special revaluation laws 4,038 4,038
7. Profit (loss) for the period 143,281 65,226
Total 444 872 301,674
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B.2 Valuation reserves of the financial assets measured at fair value through profit or loss:

breakdown
(Values in thousand euros)
Assets/Values Total 12/31/2020 Total 12/31/2019
Positive reserve  Negative reserve Positive reserve  Negative reserve
1. Debt securities - (80)
2. Equity securities
3. Loans
Total - - - (80)

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,
2020 the Bank did not own any government securities in the HTC&S portfolio.

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 (80)

2. Positive changes

2.1 Increases in fair value 80

2.2 Value adjustments for credit risk X

2.3 Reclassification through profit or loss of negative reserves

- ondisposal X

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

- ondisposal X

3.4 Transfers to other equity items (equity securities)

3.5 Other changes

4. Closing balances -
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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, 2020, this revaluation reserve is negative for €156 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.

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.
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The main components of the Group’s own funds are computed in Common Equity Tier 1 (CET1), and are the
following:

p Paid-in share capital;

D Reserves (legal reserve, extraordinary reserve, retained earnings reserve, stock option reserve, and financial
instruments reserve);

» Any undistributed portion of profit for the period;

Revaluation reserves (IASs/IFRS 9 transition reserve, reserve for actuarial gains/losses relating to defined
benefit plans, and revaluation reserve for HTC&S securities);

» Any non-controlling interests eligible for inclusion in the computation of CET1.
Intangible assets, including goodwill, if any, are deducted from the above.
Tier 2 (T2) capital includes Tier 2 instruments issued by subsidiaries.

The Bank's own funds amounted to €339.1 million and do not include profit for the period compared to €352.7
million at December 31, 2019.
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B. Quantitative information

(Values in thousand euros)

Total Total
12/31/2020 12/31/2019

. Common Equity Tier 1 (CET1) pre-application of prudential filters 276,365 289,262

of which CET1 instruments subject to transitional provisions

. Total Common Equity Tier 1 (CET1) (C - D +/- E) 240,925 254,507

B. Prudential CET1 filters (+/-)

C. CET1 gross of elements to be deducted and effects of transitional rules (A +/- B) 276,365 289,262
D. Elements to be deducted from CET1 -35,439 -34,756
E. Transitional rules - Impact on CETL (+/-)

F

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) 339,149 352,731

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.

COURTESY TRANSLATION Financial Statements 2020 | 245



246

v

Report on Operations Financial statements for the year ~ Certification by the Report of the Independent Auditors’
ending 31 December 2020 Financial Reporting Board of Statutory Report
Officer Auditors

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 Group’s total exposure to risks at December 31, 2020, 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 Capital Ratio is 10.6%, the Tier 1 Capital Ratio is 10.6% and the Total Capital
Ratio is 14.9%.

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;

) “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 Banca Farmafactoring, counterparty risk can be generated by repurchase agreements having as a
counterparty Cassa di Compensazione e Garanzia. Counterparty risk is measured using the standardized
approach.

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, among other, 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.
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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 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. This value, from a forward-looking perspective, was found
to be below capital requirements, confirming that there are suitable levels of capital available to cover this type
of risk.

Market risk

Market risk is the risk relating to positions held for trading, that is, positions intentionally held for sale in the
short term, 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.

The Bank 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 Group.

In accordance with prudential supervisory provisions, the Bank has prepared the Group “ICAAP/ILAAP Report”
approved by the BFF Board of Directors on June 24, 2020. 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 |, 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.

On June 24, 2019 the Bank approved a new “Recovery plan,” in line with the update time- frame pursuant to the
reference provisions and the commitments assumed with the Bank of Italy.
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B. Quantitative information

(Values in thousand euros)

Categories/values Non-weighted amounts Weighted amounts / requirements

12/31/2020 12/31/2019 12/31/2020 12/31/2019

A. RISKASSETS

A.1 Credit and counterparty risk

1. Standardised methodology 5,829,460 5,194,775 1,916,301 2,684,970
2. Methodology based on internal ratings

2.1 Basic

2.2 Advanced

3. Securitisations
B. REGULATORY CAPITAL REQUIREMENTS
B.1 Credit and counterparty risk 153,304 214,798

B.2 Credit valuation adjustment risk

B.3 Settlement risks
B.4 Market risks

1. Standard methodology

2. Internal models

3. Concentration risk

B.5 Operational risk

1. Basic approach 28,408 24,731
2. Standardised method

3. Advanced method

B.6 Other calculation factors

B.7 Total prudential requirements 181,712 239,529
C. RISKASSETS AND REGULATORY RATIOS
C.1 Risk-weighted assets 2,271,398 2,994,107

C.2 CET 1/Risk-weighted assets (CET1 capital ratio) (%) 10.61% 8.50%

C.3 Tier 1 Capital/Risk-weighted assets (Tier 1 capital ratio) (%) 10.61% 8.50%
C.4 Total own funds/Risk-weighted assets (Total capital ratio) (%) 14.93% 11.78%
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Part G - Business combinations of companies
or business units

Section 1 - Transactions completed during the year

In 2020 the Bank did not carry out any aggregation transactions falling within the definition provided for in the
revised IFRS 3 (“*Business Combination”).

In 2020 the Bank worked to define the M&A operation that will be carried out in 2021, the details of which are
discussed in the following section.

Section 2 - Transactions after the closing of 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 (the
“Operation”).

The Operation will create the number-one Italian player in specialty finance, further develop DEPObank’s
business and improve access to funding and capital to serve BFF's traditional clients.

The operation is expected to be completed by the first quarter of 2021, following the approval of the merger by
BFF's Extraordinary Shareholders' Meeting? held on January 28, 2021.

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 will be changed to "BFF Bank S.p.A.” and “BFF Banking Group”, respectively, as well as the change in
share capital, which will be increased through the issuance of 14,043,704 new ordinary BFF shares for Equinova.
In addition, following the authorisations from the 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 mergerand approving and making available to the public the Merger Plan
and additional prescribed documentation in view of the aforementioned extraordinary shareholders' meetings.

22) 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”).

23) The merger will not give rise to rights of withdrawal for shareholders of BFF who do not vote in favour of the relevant resolution.
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Furthermore, antitrust authorisation was obtained on June 30, 2020 and, following the decree of the President
of the Council of Ministers of July 7, 2020 regarding the exercise of special powers (so-called “golden powers"”)
containing prescriptions not impeding the completion of the Operation, BFF and DEPObank announced that
the condition precedent relating to the so-called “golden power” must be understood to have been fulfilled.
Furthermore, on December 9, 2020 authorisations were received from the Bank of Italy ("Bol”) and the
European Central Bank ("ECB") relating among other things to the acquisition of DEPObank and the merger by
incorporation of DEPObank into BFF.

As part of the transaction Banca Farmafactoring will change its name to BFF Bank S.p.A.

For more information refer to the “"Report on Operations”.
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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 Group at December 31, 2020, 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 Totalrelated Balance sheet %of  Cashflow % of
company Executives parties item financial  statement cash flow
with key statement items  statement

management item item

responsibilities
(*)

Impact of transactions on the
consolidated balance sheet

Other assets
At12/31/2020 11 11 23,613 0.0% 700,170 0.0%

Payables due to customers
At 12/31/2020 (468) (468) (3,604,513) 0.0% 768,122 0.1%

Provision for risks and charges:
a) pension and similar obligations

At 12/31/2020 (1,165) (1,165) (4,715) 24.7% 19,436 -6.0%
Other liabilities

At 12/31/2020 (538) (538) (64,809) 0.8% 19,436 -2.8%
Reserves

At12/31/2020 (3,145) (3,145) (169,092) 1.9% 19,436 -16.2%

Impact of transactions on the
consolidated income statement

Interest expenses and similar charges

At 12/31/2020 (1) (1) (36,683) 0.0% 0
Administrative expenses:

a) personnel expenses

At12/31/2020 (6,014)  (6,014) (32,593)  18.5% 0

Net provisions for risks and charges
At12/31/2020 (341) (341) Q74)  124.4% (806)  -42.4%

Other operating income/expenses
At12/31/2020 11 11 12,510 0.1% 0

(*) Including members of the Board of Directors.
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At December 31, 2020, the awarded option rights relating to the aforementioned stock option plan accounted
for 3.88% of fully diluted capital, equal to 6,620,000 options awarded.

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, 2020 are as follows:
D BFF Finance Iberia (through Banca Farmafactoring Sucursal en Espaiia): €487.2 million;

p BFF Polska: PLN 1,405 million;

b BFF Central Europe: €144.2 million;

) BFF Polska: PLN 212.0 million.

Banca Farmafactoring 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 Banca Farmafactoring
(IT rights), as well as the assistance, maintenance and monitoring of such rights. The consideration is based on
royalties, which at December 31, 2020 amounted to about €864 thousand.

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.

In December 2020, the Bank acquired Spanish tax receivables from BFF Finance Iberia for approximately €79
million, which by January 2021 had already been collected.

Banca Farmafactoring and BFF Polska Group have entered into an intra-group service and cost-sharing
agreement. Such agreement focuses on service provision and optimal cost sharing between the participating
companies. The costs charged back to BFF Polska Group at December 31, 2020 amounted to approximately
€699.5 thousand.

It should be noted that Banca Farmafactoring provides the following:

p Administrative support services to the Parent BFF Luxembourg S.a r.l. for the preparation of CRR Group
consolidated reporting. The consideration under the service agreement is €10,500 per year;

p Internal audit activities for the subsidiary BFF Finance Iberia, for €6,400 per year;
D Risk activities for the subsidiary BFF Finance Iberia, for €12,000 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 plan involves 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;

D 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;

D 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, authorised 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:

D 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.
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AtDecember31, 2020, option rights to the stock option plan awarded and not exercised amounted to 5,720,616,
of which 3,145,410 were already exercisable.

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 plan involves 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;

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.

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 Bank 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, 2020 5,060,000 options were assigned under the 2020 Plan.
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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;

D 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;

b 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
inthe lease where expressly stated or on the cost of funding for the period, and any periodical lease payments.
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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.

Quantitative information

The right-of-use assets accounted for as “Tangible assets” at first- time adoption and at December 31, 2020 are
shown below.

(Values in thousand euros)

Right of use Right of use
12/31/2020 12/31/2019
Banca Farmafactoring 4,089 1,990
Total 4,089 1,990

For more details on the accounting impacts related to Tangible assets and Financial liabilities measured at
amortized cost, please refer to the “Accounting Policies” section.
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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 lIssuers’ 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.

(Values in thousand euros)

Type of services Banca Farmafactoring SpA

PwC SpA PwC network

Italy Outside Italy Italy Outside Italy
Accounting audit 250 57
Certification services (¥) 47 58

Tax consulting services
Other services (¥*) 60 251 20
Total 357 309 77

(*)  Amounts referring to the comfort letters for bond issues, to the declarations on the non-financial statement and to the statement of
costs incurred by the Bank for research and development.

(**) Amounts referring to agreed verification procedures, due diligence activities and methodological support.
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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 Carlo Zanni, as Financial reporting officer of Banca Farmafactoring 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
2020 Annual report.

2) The suitability and effective application of the administrative and accounting process employed to draw up
the 2020 Annual report was verified based on internally defined method adopted by Banca Farmafactoring
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 2020

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. issuitable 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, 17 February 2021

Massimiliano Belingheri Carlo Zanni
Chief Executive Officer Financial reporting officer
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BANCA FARMAFACTORING 8.8.A.
REPORT OF THE BOARD OF STATUTORY ALUDITAORS
TUTIE SIARLEHOLDERS™ MEETING OF
FANCA FARMAFACTORING S0 AL FURSLANT 10O ARTICLE 153 OF LEGISLATIVE
BLCREE 581908

AND ARTICLE 2429, SECOND FARAGRAT T OF TIHE [TALIAN CIVIL CODE

To the Sharebolders’ ¥Mecting of Banca Farmafactoring S.p.A,

[rear Sharehelders,

The Boawrd of Statutory Avnditars the (hereinadier, the “Board™) was called
to refer to the Sharcholders™ Meering of Banca Fannafsetoring S.a.A., parent
company ol the Baoking Group Banca Farmafactoving (hereinalier, “BIF” or the
“Bank™ or the “Company”) convened for Ihe approvel ol the Financial Statcnents
for the year ended 21 Decensber 2020, vn the supervisory activities condueted lasl
wedl and on the astivitics set ont by lave, even as Internal Andit Control Committee,
i compliance with article 153 of Legistative Decree 5898 ("Financial Act TUF"}
angd article 2429 and subsequent articles of the Italian Civil Code, as well as articies
17,19 of Legislative Deeres 3972010 and articles 4, 5, 6, 11,16 and 17 ol the FAJ
Regulation No. 53772014,

The Draft Financial Statements lor the vear ended 31 Dagember 2020 was submitied
lur your approval and is aceompanied by the Management Report prepared by the
clireclons.

The supervisory activity was conducted by the Board of Statulory Auditors in
complinace with the provisious of article 2403 of the Ttalian Civil Code, ax well as
Legistative Decree 581998 (Financial Act) and relovant provisions cnacted by
Supervisory Bodies in compliance with the guidelines issuel by CONSCGB (National
Commission for Companies and the Stock Exchange) and rules of conduct of the
Board of Stawory Auditors of listed compaoties, prepared by the National
Assacialion of Chartercd Accountants.

The andit of the Financial Staiements iz entrusled fo the  Andit Fion
PricewalerhouseCoopers S.p AL P TWCE whose oxternal audit for the years 2012-
2020, wax assighed npon propesal by the Board of Statutory Anditors on the Ceneral

WMucting of 3 May 2012,
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With this Report we acknowledge the duties carvicd aut and canfirm thal during the

ear, we conducted aur supervisory activities pursuant 1o lavy,
¥ k

a) Appointuiend self-assessment gnid_activities of the. RBoard o/ Stcaingory

Awdirars

The Board of Statutory Auditors 1o office as of the date of this Report, was appointed
by 1he General Mecting of § April 2018 through « voting list system {acticle 22 and
subseguent artieles of the Articles of Association) and its assignment witl end upen
the Shareholders” tdeaing for the approval ef the financials statements for the year
cnded 31 Decamber 2020,

The Board of Stantory Auditors in office, as appotnted, congists ol the following 3

{three) members:

- Paola Carrary, standing auditor shown as 1irst candidate i the List of Minorivy
and atiributed the role oF Chairman of the Buourd of Statutory Anditors:
Marea Lori, former Chainman of the Board of Statory Avditors who was
appomnted regular auditor, cesseil froen his role as Chatrman of Board of
Statudory Auditors:

- Patrizia Pulealoge Oviondi, former regular aoditor, was confimed the
assighment.

For the year 2020, the Board of Statutory Auditers also ussessed the suitability of iis

uenihers and the adequate striciure of the body with reference Lo reguirements of

professionalism, competence, integrity and independence required by law, as well as

e Ge availability and adequate resources based on the eomplexity of the role and

on the proper operation, considering the size, camplexity and aetivities caricd out

by the intermediary. The members of the Board of Statutary Auditors bave complicd
with the aggregate limit of audit assignments envisaged in article 144-terdecies of

Lhe Issuee’s Regodaticns,

The selfcvaluation of the Doard of Statutory Auditors was conducted based on a

Repulation adopted by the Board itself, sl reviewed on 8 Oelaber 20019 pursuant te

article 26, 5" paragraph uf the Conselidated Banking Act and Section V1 of the

Provisions of Carpurate Governance of Letler of Notice 283 of 2013 which outlines

{he puposes of the sel-evaluation process set out tor The sirategic supervisory body,

states that “even dhie body with supervisory rofes conduets o selfevedaarion of ity
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Flrtetieres oned foicsioning, inspived by the obove mentioned puorposes end based on
the criteria and methods that are couvistenr with e own clhovacteristios”

The selt-evaluation of the Board was conducted by sharing the reporling
methadology with a third parly. mdependent firm with the purpose of giving nore
transparency (o the process, Hven bazed on whal was ascertained by the consullam
during the exanniation of the questionnaires and intervicws conducted with
tnelividnmal manbers, the self-evaluation provided a posilive picture on the strictire
and fuection o the Board of Statuwory Auditors,

The Board of Statatory Anditers has individuaily takeu part in training sessions
organisecd by frade associations and relevanr prolessivual associations. having a
theme related to the rofe and dutics of the Board of Stawnary Audiors, as well az
themes reparding corporale povernance pursuant o internat consinl systens qurd
risks management systents, as well as regulativns on remuneration and relaled-party
transactions.

With 1he purpese of regnlaling the structire, eperaiing methads and responsibilitics
of the control body in compliance with the principles sct cul by provisions of Jaw
and applicable reguzations. in additton to the Self*Regulatory Cuode to which the
Company adbered 1o, the Board of Statuwary Auditors has adopted its ownoregalation
thal is revised accordingly in refation w changes in the standards.

Even in compliance with its own regulaton and for aspects of it vwvn competence.
the Board of Statutory Auditors momuilered the compiiance of law and the provisions
of the Articles of Association with respect to principles of proper management, e
adequacy  of (e wcrganisational sbucture, the indernal coolrol systen, he
nignggemant-aseounting system aod the relisbility of the Jatter 1 giving a good
representation of the company’s affairs.

The Board of Statutory Auditors cansisting of thy Tnternal Audit Control Commitlee
of the fimancinl statements pursuant 1o Legislative Decree 39 0t 27 January 2010, has
conducted the verification activities entrusted to 31T by Article 19 of the abave Jaw,

as well as wlicle 16 of the Bl Repulation no. 537/2014.
ehy
The Board ol Statutory Anditors noted how the yesr 2020 was characterised, as
known, of 2 situation that it lughly uncertain with respect to the imposing and
developing pandemic COVID-19 in varions phases. The government guidelines and

ordlers enacted during the conrse of the year, as a stae of emerpency was declared,
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have imposed particularly demanding meaasures o 11mit the spread of the pandemic
i Ualy, resulting m fell and partial leckdowns.  While observing the speeial
regulations, the activities of the Baank were not infermpted and continued as normal
with cenditions that privileged remete working,

The activities of the Bosrd of Statutory Audidocs also continved based an said
condilions theough the acquisition of data In electeonic format and allowing for
weetings through video and andio conference.

Consiclering, the level of reliability fhat the Bank has proved 1e have in the course of
the yuar with reference 1o having o ensure that meetings are conducted properly ad
baving u proper tansfer system of information Mows, the Board of Statntory
Avditors reckons that 1he adoption of said methods did not decveased or afleeted the
level of rebiability of the information reecived and the effectiveness of Hs business.
The Board ol Statutory Auditors has carried out ils assignment dicing the year with
A0 mestings based on 1he Annual Plan of Audits apreed witly the control functioss
of sceond and third level, of which 26 mectings were held by vides conterence.
With fimited justified absencus ol several members, the Board ol Statotory Auditors
also parlicipated Ly all of the 20 mectings with the Board of Divectors and te all of
he 14 mectings of the Control and Risk Comimittee, us well as to the Sharcholders®

Meeting of 2 April 2020.

The Hoard of Statdory Awditors, primavily reprosented by its Chudrman, also
attendded all the meetings of the Committee to Assess Related-Marty Transactions and
with comnegted partics, the Remuncration Cemmittee and the Appomtmerts
Colnitiee,

I earrying owl the supervisory and contrel sctivities, the Board held owmerous
mectings with Top Manageisent, with interoal contrel divisions (Complianee, Anti-
Maney Laundering, Risk dManagoment, Tnternal Awdit) with the Aueit Fiem, veith the
Supevvisory Body appointed pursuant 1o Vegislative Decree 23 172001 and with the
Managers of various Divisians and Cruanisational Units of the Bank.

The parlicipation tv Board of Dieclor Megtings, meetings held witl: Contrel
Divisions and wiih managers of the various depariments aind various Organisational
Units, as well as the examination of informnation flows set oul by individual operating
divisions, have allowed the Board fo gain e necessary. wsefal informalion in

various sectors regarding the genernl affaics oft management and its foreseeable
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wend, the erganisation, the internal contrel systems and risk management system, as

well as the administrative and accounting systen, with the parpose of evaliating ity

suitabiliny with respeet to the company®s necds, as well as its aperational reliabilily.

The meetings held with the interral control funcions have in particulur macle

possible the acquisition of vast imformation on the infernal coutrel and risk

management systen al the Buaking Group Tevel,

The contacts witl the Managers of the Planming, Administation and Contred

Department have allowed us 1o luve a proper check on the compliance of the

policies, control procedures regacding the adminisivative and accounting system and

Lave proven 1o be adequaic.

With reference to the conditions with which 1he instiutional tasks have been cartied

out, the Board of Statitory Auditors stated and acknowledged the following:

- 1o have acyuired the necessary clements 1o conguct conmral acliviiles, to the
extent of s competence, on the level ol adequacy of the company’s
organisalional strocture, including the ks with suhsiciaries and foreign
branciies, through a serics ol direet swvevs, wathering of inlmmation from
nanagers of the relevant fuscttons and exchange of datn and ndormation with
Lhe Audit Firag
to have monitored the observance of the require ments set aul by the Bank of
Italy;
te have monitored the applicalion of anli-money Tandering standavds;

tey have manitored the completesess, adequacy, Mineticoality and reliability of
the internal cantrel systemr and the RAF, as well aw the operatien of The
administrative and aceounting system in order o evaluate the adeguate
complizmee of management needs and their reliability in piving @ e
representation of management affairs through a series of direet surveys an
corpurate dectments, obtaining information from macagers of the regpective

fumetions and analvsing the results of the wonk carvied out by the Audit Firm:

- Loy v cosure 1hat the strategie and manmagement confrol tasks carricd out by

the Baak i is capacily as Parent Group wese adequate.
The 1asks of the Statutory Board of Anditons ulso invalved the fntemal Audit and the
Supervisory Body of the Bank pursuant 1o fegislative Decree 23172001 within the
scope of their respective competencies, nuting that the fimetion of the Supervisory

Boedy pursuant to Legislative Deerce 2312001 was nof translored 1o the Roard off
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Statutory Angditors, but is rather conducted by a separate collective body.

#) Siguificait gperadfons and events dring e vear

The Financial Statemenis of Banea Farmafactoring S.pA. for the year ended 31
Digeember 2020 shews a profit of Euro 143,281,247 and its bhreakdown is Jescribed

comprehensively by the Board of Directors in e Management Report.

‘e hereby cutiing imajor operations which are also shown in the Munageiment Repart
and theretore the fullowing are worthy oDimentioning:

1} On 13 May 2020, the Tank signed a binding agresment that requive the
scqisition of contrel of DEPODank - Banca Depositaria Maliana Sp.A.
{“DEPOLBank™) and subsequent merger of the later into the Bank. “Ihe
aperaticn following the necessary awthorisutions and fuifilimeat of conditions
precedent is schedwled o te completad by & March 2021,

e 24 Jung, the respective Boards ol Directors of Banea Favoalaetoring and
DEPOBank appreved the merger plan 1o incovporste DEPORawk me the

Y

233377 shares of BEF (or every

Bank thereby defining & shave swap ratio of 4.
share ot DEPOBark with cash adjustinents and switly a consequent plan to

mnereise the share capital by Bura FOLE 12652 Through the issue of 14,043,704

new shures. During (he sawe meeling, 1 was decided hau in regaeds to the
plan For an additional corporale change reparding the chanee of Bank’s nume
and of Banking Groop’s nawe and effzctive as of 5 March 2021, effcctive date
at the eperation, the names will change to “BTF Bark SpA and “BYF
Banking Group™, respectively,
Following the authorisaticn Lo the operation of ¥ December 2020 by BCL o
the Bank ¢ aly, the Bank and DEPOBank approved their respective noles
on the anerger plan st to article 2801 guigoies ol e lalian Civil Code
angl article My ofihe Issuer's Regulalion, ealling thea respective axtaordinary
board meetings held on 28 JTannary 2021;

W0 st be noted that o 3 fuly 20200 opon joint pelition of Banca
Farmatactoring and DLEPOBank, the Cowat of Milar appointed BY S p.A. as
comumon expert 1o draft the plan on the Taimess of the share swap ratio

pursuant 1o article 2541 -sexivs of the Ballan Civil Code, EY S.p.AL issucd its

6
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iif)

vy

wil}

wiil)

apinion o 23 December 2024, which conchuled the following: "f ) we
reckon thai the calcwlation wetiods adopted by the Dirvctors of BEF and
DM pre adeguate ax given recasorrahle nom-orbitrary circunsiances o
given the fuet that they were properfy dpplied (o determing the share swop
rotio cmainiling to 2133377 shares of Banen Farmefacioring Spod. for
every stere of DEPObank 8.4 7 Share Swap Reaio 7

Buring the year 2020, an authorisation jwocedure was carcied out and
concluded 1o open a brasch of the Bank i Greeee {{he “Greek Branch™) wilh
anthorisation given by Creek supervisery autharities on 13 April 2020, the
Greek Branch staned Lo operate in the month of September 2020 after
fulfilling all administrative tequirements with the Business Ruegister Offfice
and Jocal tax autherilies,

From (e time between 29 May and 4 June 2020, the Bank acquived 521,830
owen shires as part of the decizion passed by rhe Sharehclders' Maoting of 2
April 2020 and atter reeciving speetfic suthovisation Fom the Bank of Haly;
Frem: the time between 22 January 2020 and § February 2020, the pawer of
atturiey gronted pursuant to articie 2433 of the Halian Civil Code was partally
executed by 1he Sharchiolders' Meeting ol the ek on 28 March 2019
merease the share capital, free of charge, for a tetal of Eure [,0135,272.72 as
part of the Bask’s renumeration ad incentive system through the issue of
48,929 new ordinary shares;

irom the (e between 27 May and 235 August 2020, the boaed resolution that
was passed on 2 April 2020w increase the share capital was partially exceuted
through the isste of 47,925 aew shares, through splitting shares and in
trancnes parsdant to article 2349 of the Ralian Civil Code, tor a lotal of no
more than Euro 5,.284,563.16 as parl of the provisions set out in the Gank's
remeneration and jincentive system;

Dring the year 2020, the shace capitt of the Bank was inereased from BEwo
131,326,409.00 1 Furo 131,4009%4.34;

Following the acguisition transaction of DEPOBank, amoeunced on 13 May
2020, Moody's confirmed all the vatings of the Bank and a pasitive outlook
on deposits, changing enly the long-tern issuer’s raling outlook (o positive
10 developing. The ssuer’s rating uf the Bank was only a noteh below 1he

severeign rating of the Ttalian Republic:
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1x) During the vear 2020, the Bank pul e effeet the Mollowing financial

aperiliang:

a. signed new revelving lines i Furo for s total of Turg 187 millicr of

which Eoro 127 million oy malti-borrowers ad accessible even in
anather cteerency ulker than Enro or even aczessible o the sebsidiarics
ol the Bank:

b the Bank rationadised the local funding in zloty savailable o the Polish
subsidiaries by a repayment of sehuions considered not vory lesihle
and cosly for a total oFadeat Eure 129 million;

. the semior preferred unsesured bone foan with varable e, issued on
December 2017, was repaid v the due date of 8 June 2020 for a total
of Euro 200 miflion, After said repayment, o 31 Decomber 2020, the
total senior preferred unsecured Londs totalled Furo 650 million;

) As port of secoritisation operalions during the nuoath of Febroary 2020, ihe
revolving phase o the Hexible note operation BEF SV Sl way renewed
from Buro 150 million i grivate placeiest with the Group Baverische
t.andesbank (Buyernl B): later duving the munth of Jauary 2021, activitics

were prt inta effect o repay the senior notes and unwinding of the plaa.

Moergover. it st e noted tien the Bank continued with e cuntribution of 1he
guaranfee fund ol deposits it 2020 ([nerbank Leposit Guarantee Fond tteaduced
with Directive 201459/FLT- Deposil Guarantee Sehemes TXG8) for atotal of Loro
1856 thonsand on a mandatory basis. a3 well as (he Unifiod Reselution Fund
established with the Europeon Kegulation 806/2004, iu force as of | Jenuary 2016
for a tetal of Eure 2,296 millien. Moreover. it st be noted that with letier of 25
May 2018, considering the forthcmning finaacial needs of the National Resolution
Fund, Bank of laly requested the banking systen for an additienal extraurdinary
contribution for 20182 the amannt for the Bank totalled Euro 726 thousand.

The Lircetors have also nwntioned the capital adequaey of the groap calenlated by
considering the imclusion of BEFF Luxembourg 8.4 vl (so-caffed. Group CRR), as
willas the reasons behind the changes with respect 10 2019

The Bank™s net couily at 31 December 2020 totalied Earo A9 million conpared
to Eure 3007 wiflion in the provious vear,

Chan fimdds o the same date ol financials statements separatety wosmt o Lo
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3301 million (comparcd 1o Earo 332.7 milliow s 3§ December 2019) with a total
visk exposwre for the business condueted suitable for the capilal resources and
identified risk profile.

The CET ! Capital Ratio totals 10.6% comparcd 10 8.5% Tor the year 20192 the Tier
1 Capital Ralic totals 10.6%, compared 10 8.5% for the year 2019 and the Total
Capital Rutio totals 14.9%, compared 1o 1 1.8 in 2410,

At corpurate level, own finds total Eoro 3494 million (compared 10 399.8 miliion
on 31 December 20197, the CET | Capital Ratio totals 15.5%, compared o 12.5%
in 2619 Tier 1 Capilal Ratlo todals 15.5% compared 10 12.5% in 2019 and the Total
Capilal Ratie eqnals 21.6% compared 1o Y6.6% in 2019,

Tt line with the goidelines of ERA, the applization of the regulation on prodential
delault outlined i the 27" revision of Letter of Notice 285 and the cousequent
amendment lo regaiatory reporting was posipened Lo January 2021 for simaller
banks. By virtae of an imterpratative note, on 13 Celober 2020, Bank of Maly olarified
hat for the factaring pro sefuie product, the “slortiny pobt™ for Lhe calenlation of
Hse past due days i represented by the expirotion date of the Tnvoice. In view af a
transition to the provisions an the new definition of defaull, the Crroonp anticipaiad
the agplication of said new ccetive date to 31 December 2020 For the caleulation
ol past due days. This approach lod to the application of a prelerential weighting
pursant (e article 116, paragraph 3 of EU Regalation 27520135 with a consequent
improvetnent in capital ralios.

Lastly, the Board of Statutory Auditors shows that for the year 2020, the astimate of
e default intergst collzetion pereentage o be joshnded m the amortised cost was
kept at 43% while keeping the average eollection times nichanged, estimated at
[.BOD days.

The revizion of the misterical series imade by observiag lhe proceeds Fn the year
220 has confinned the adegnacy of the current percentage and the estinated
cotuction times within the scope of the overall partfolio.

Bused on the information acquired and on the awdits conducted, the Board of
Stotutory Auditors doss wol have any ebservalions worlhy of mentioniog on the
complianze ul laws anid the provisions of the Articles of Assaeiation and principles
(oe a proper ianagemen! of the tansactions undertaken by the Company. Said
transaetions were ned clearly impradent o by 1o means visky and were nat

patentiaily i eonflict ol ioteresl or against the reselntions passed by (he

9

Financial Statements 2020

COURTESY TRANSLATION



» BFF

Sharcholders” Mecting o in any way likely w compramise the integrity of the

COMPANY'S as5ets.

The Managemens Report, as well as the information acquited during the participation
o Board of Deeclors” meetings and infornwtion received Mrone the Chalruan and
CEQ, ag well as from management and the contro! functions and exteral anditor,
did not reveaf the existence of atypieal or nnusual operations, inelwding intra-group

operations and related-party transactions.

dl Intragrowg operations o refoled pooty ransactiony

The Board of Statnory Auditors has mouitored the comphiance of the policics,
regilativns and procedures used a the Bank, as well as ensured their observance and
na eritical issued were identified.

The major relerence documents conxist of the "Regulalions of the Banking Groop
Banca Farmafacloring 1o manage lransaciions with subjects in conflict ol interest™

alil by the -Policics on internal controls adepted by the Banking Group

Farmalactoring 0 deal with contlict of interests™, fast ome revised by the Board of

Dircctors om 22 Devemsber 2020 with the Rovourable opinion of the Doard of

Statutovy dlitors where the [ater enanred the conformity to applicalke regilations.
Muring the vear 2020, the Board of Statwtery Auditors did not reveal the existence

alany atypical ov untsual transactions undertaken with velated pagties, inlragronp or

svill dhifterent parlics und did not receive any instructions W hal end by the Board of

Dvectors v External Auditor.
Tnformation regarding ralateds purty ransactions are outlined o detail in the special

section of the Fowaneial Statemauts,
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e} Suparvisary gerd conteed gorivifies conducied by e Board of Stugrory

aternal Condeod enad Adwdit Commmintec”

In compliance with article 19, 1" paragraph of Legislative Decree 3972010, s

amencted by Legislative Decree 1352016, as well as U Regulation 537, in its role
of Antemal Control and Aadit Camminee™ (*CCIRC™, the Board of Suaory
Auditers has conducted independent assessmonts on organisational unils aimed at
aiving il implementatien of repulatory provisions that are particuarly ained at
strengthening the quality of the andil and independency of the external audits and
aneit dirm with the purpese of mpreving st in the marker and o investors i
tinzncial data.

During the year, the Internal Control and Aadit Compiteee maintained an active
wteraction with auditors while paying apecial emphasis in oaintaining the
reguirement of independence, even through @ constant monitoring of the activities
carried out by the andilor with refurence to the audit services as well as nen-andit
services, previotsly subjost to assessiments and an opinion issucd by the [nternal
Contral and Audit Commiltee with the purpose of excluding, amonyg 1hese, the
presence of services considercd bamned by article 5 of the above wentioned

Regulation.

With the purpose of regidaling the contexl, the Bank, along with the Board of
1 I o b r =

Statutory Auditors, have issued in the year 2007 thelr “Cronp Regulations for the
Approval af the so-called “Non-Avdit Services” w be assigned rothe (oo assignad
the external audit of the accewnts™ which defimes the general principles and operating
conditions repasding the assipmment of non-audit services, granted o the Primary
Avditor and its Netweork. in addition to the Secondarvy Auditar.

Trwing the veas 2020, ax fur as the adeqguacy of the performanee of services other
than the audit to the entity subject to the aadit, in compliomee with arlicle 3 of the
EU Regulation, the Board of Statutory Auditors constantly checked and menttored
e inclependence of the Auditor thereby issuing special opinions for cacl assigimment
given within the scope of nen-wud it serviees,

The Board of Statutary Auditers ulse menitored the compliance of the limits set vt
i article A, paragraph 2 of Regulation $33/2014, applicable to the Banl for year

2020,
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As for the aceounting auditing, the Board of Statitery Audilors proceeded as follows

during the eourse ol umcious imeetings held with the PWC anditor

i

1)

fiidi

aequired mfurmation on $he andits cendacted, as well as on the proper
Lookkoeping of the cotpany's accnints aul proper reporting of managenient
affaivs in (he acconnting records;

i compliamee with article 11 ol the B Regulation 5372014, it received from
the andit firo the addiional report for the lateraal Audit Control Conmnittes
and the accounting andit which showed: iy that there were no siguifican!
weaknesses in the iotermal control system with respeel to the financial
reporting process enough o be considered sufficiently iwmpovtant in been
wortliy o mentioning to the atlention ol the ITntemnal Audic Cantrol

Cowmittee; 1 there were no fraod cases or coses ol suspectad Frand: §ii) there

were no aflaies consédered sipnilicant m regords 1o num-contormitics and laws.
regelations o stéletary provisions, i) there were no major diffieulties

regarding the avatlability of information veqived for the audits; v) there were

Bo najor errorss Vi) therg were noomajor aspecls concermning related partics of’

the cotpany thal require disclosure (o the governaee managers;

m conypliance with aricle 6, paragraph 2. letier (o) of U Regolation 33772014
and i complimee with paragraph 17 of 18A Ttalfa 260, it veceived from the
company confinmation on its independence, consult the sehedule pravided in

the Financiz| Statements ol Farmatactoring S.p AL tor the sotification ol the

tatad fees charged to the Bank.

Moreover, 1he Boavd of Statmoery Auditors examined the veports prepared by the

exlemal additor PricewaterhouseCoopets S.p.A. issoed on A Mayeh 2021 and said

activily supplements the garcral framewark ot the control functions established by

lave with seferenee b the fluancial reporfing process.

The text on the Awdil Report includes the so-called Koy Aspeels of the audil, namely

those aspects considered signiticastly important for the audit of the financial

statements amd conselidaled NMnancial staements,

Willy respect ta the opiniens and certifications, the Awlit Firm proceeded as Tollows

in the Audit Repart for the fimansial statements:

12
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- issued an apinion that shows that the financial staenents and conselidated
statemends of Banea Favnafactoring §.p.AL provide atrue and fair view ol the
Bank and Group’s tmaneia) pusition at 31 December 2020, as well as the
ceunomiic results and cash flows for the year ended on said dace in compliance
with [oternational Fivaucial Reporting Standards sdopted by the Evropean
Unton, inehiding provisions enacted in implementation of article 9 of

Legislative Decree 38405 and arlicle 43 of Legislalive Decree |36415:

issned  an opinion where it shows thar the Management Reports that

accompany the fivancial statements and the consolidated financial statcments
tor the year ended 31 December 2019 and specitiv information eutlined in the
“Corporate Governanee Report and on the ownership siructore™ owtlined in
aticle  123-bis. paragraph 4 of Tinaneial  Services Act and  whose
responaibility fallz on the directors of the Bank. were prepared it compliance
witle lavy:

with reference wany material corars in fhe Management Reports, based on 1he
kirewledge and wndevstanding of the company and respective Information
acquire during the course uf the audit, declared not ta have anything wortly

al' mention;

- declared in the Audit Repord for the consolidated financial statements te have

ensured the approval pranted by the dircetors of the Bank, ws well as the Mon-
Financial Cengolidated Statement fow the vear 2020, prepared and published
in complisgnee with Legiglative Decree 23452010,

Moreowver, in compliance with arficle 3, paragraph 10 o Legislative Decree

2342816 and arlicle 5 of the CONSOR Reaulation Resolution 2026772018, the

Audit Firm issuad the “Independent Audit Firm Beport on the Non-Financial
Consalidated Statenent”. In this Repart, the Audit Firm declared that based oo the
audiv conduered, noy aspeets were brought to its attention that conld imply tat the
New-Financial Consolidated Statement for the yvear ended 31 December 2020 was
not prepared n all wajor aspects i cotepliance with articles 3 and 4 of Logislative
Decree 25472016 and GRY standards autlined in pacagraph “Methodological Note™

ot ihe Non-Financial Consolidated Statemenl.

Ag lar idenlifying Rey Aspects, the Board of Statatory Auditors was able to ascertain
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howe they only perlain to recommising defaullinlerests on receivables thal are not nun-
performing that were acquived as final.

To that end, the Board ol Satutory Auditors implemented 1he anditing procedures
autlined by the external auditor inoresponse e the Koy Aspects by agreeing on
measures takon W mitipate any nsks associated thereto,

With the appravai of the fipancial statements for the vear cuded 21 December 2020,
the external audit assignment granted o PricewaterhouseCoopers S.paA Tor the nine
vear poriod 201222020 will expive. In compliosnee with arlicle 16, paragraph 2 of the
above Regnlation, the Internal Audidt Control Comimittee submitled 10 the
Sharghotders’ Mectivg of this past 2 Apn) 2020, a reasoned recommendution with
Dy appointment progasals, of which one witly prelerence. The Shareholders
Mevting that approved the [nancial stalements for the year ouded 31 Decembur
2020, appointed KEMG Sp AL as andit 1o for the extereal audit T the pertodl

200212029,

B Monitering perivities on dhe inelependence of the gxieried dedizor

As wentiongd proviously, the Beard of Statotory: Anditors cxamimed the Fxternal

Auditer ldependence Report issuced pursnant to asticle 6. pavagraph 2, detler (a) of’

\

Bl Regulation 3322004 and pursuant o peraavaph 17 of PSA Tabia 260, issued by
i b 1 arap p

the latier on < March 202 10 which does nof report any situations (har comprostise

the independence or grownds for incompatibility pursuant 10 articles |0 and 17 of

Legislative Dhecres 3972010 and articles 4 amd 5 of the Luropean Rusulation
S3720(04,

The schedule below. prepared pursuant to arlicle T4%-dundeeies of the Jssuer’s
Regulation CONSOBR . {resolution 11971 ol May 1999, as amended  and
supplemented), outlines the tees tov the year 2020 for awdit services and others

rencered by the avdit [ and by the company pertaining to its network,
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{Values expressed in thousands of Hura)

! , [Danca }-\'arnmt‘;mturing SpA Campanics of the Gt‘on;i o

Type ol services : P\WﬁiI UL pwC Nelwork | Pwd; SpA PwC Network
Maly | Abroad | ialy | Abvoad | [aly | abroad | Italy | Abroad|

Accewnting audit 250 ToosiT T h 61

Certificarion servicE;_sW_ 58

Tax consultan :-y Rervices

Othesservices (=) 60| 28 20 )

Crofal S J w7 T 3w 77| W 161

e T
oy eafer fo agrved awdiv prog

{45 T ey, gl ciibigeice pesvitivs and netiodeingicod

\'I.'_.",yr)r'(l.
As reported, it must be neted that the DBank assigned 1o the audit Fim
PricewaterhouseCoopers Sp.A. the limited scope audit for the Non-Financial
Consolidated Statement pursuant fo Legislative Devree 2320106, prepayed for the
first time mandataridy fiv e year 2020, The nteenal Contral and Audit Conmitles
checked the compatibility of said assignment which is quabilicd as audit service with
applicable standards, as well as with the provision issued by said Docree.
Ay reported, inorelalion 1o the assignments of non-oudil services, the Board of
Stavuwry Auditors has constantly made assessments on potential visks of anditor
independeucy and salekeeping applied by aticle 22 Lor of Directive 2006/43/LC,
primarily aseertaiming he following:
- that the nov-audit services are not part of prohibited services, as delned in
arficle 5, paragraph 1 of the EU Regulation, vorwithstanding otler

determination by mcmber states:

- the reasons for granting the ass

gntent te the auditor PWC by the
management of E1P {the Bank);

- that the foes requested appenr certain in order to gnarantee the quality and
reliability of the works and that they are s such as not 10 give rise to possible

risks on auditor independency.
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With regard to the contents of the above schedule, it must be noted that most of e
non-audit services ussiwned 1o the Auditor and to the {om pertainiog o its netvorl,
in addition to the exicrnal andit assignnient of the adivideal financial stalements and
lhe consolidated Mnancial statements, the hivited scope audit of the individual
agcounting sehedules propared 1o determine the six-month profit to inelude in the
calgnlation vf e priwary capital eiass 1 and the stx-month abbreviated conselidated
financial statements, the limited seope audit of the individual and consolidated
accomting schedules prepared o determine the resals for the period for purposes of
calcalating the prinnary capital elass 1 at 31 Mareh 2020 and af 30 September 2020,
e proper keeplig, o acconnting recerds and propar disclosure of management
affairs in 1he accounling vecords for the entire CGroup, including Toreign companies,
are referred 10 due diligence services, methodelogical support and certilieations
issucd for purposes of renewing the EMTM plan - Furopean Modium Term Notes.

Duriug the year 2020, the Board of Stalntory Auditers monitored the ohservance of

ihe limits sel out in article A, paragraph 2 of the Eucopean Reaulation 33772014,

With retation to the above as far ay the assigniments given 1o PWC and its network
on the part of Banca Farnsdacioring S.pA. and the eempanies of the Group, the
Board of Statutory Auditars dees not consider that thers any evitical issues repard g

aoditor indepondence.

st T MOCESY

Article 19 of Legislarive Deorce 302010 requires for the fnternal Contral and Audit
Committee to monitor the financiul reporing process and provide reconimendations
and praposals abved at guaranteeing the integrity, as woll as to andit the efficiency
of the intermal control systems and cisk uanagement 1oy financial reporting purposes,
As already mentioned I previous repors, the Board of Stantory  Auditors
aeknowledges that in compliance with law 262 of 28 December 2003 and article 134
bis ot the Fisancial Act, the Board of Dircetors of Baneu Favmafactering 8 A, had
already reviswed s wovernance structure with seselutions of 28 Apnland 28 Juiy
2006, even with special reference o the internal contral systems and risk

management tor financial reporting purposes. In pavticular, during that tome, the

L6

COURTESY TRANSLATION

Financial Statements 2020

279




280

4

Report of the
Board of Statutory
Auditors

Fimaneiad Reporting Manager in charge of preparing (he company's aceounting
documents was appoinded and the structuring plan of the control wedel of the
Financisl Reporting Manager was approved, primanily composed of the Regulation
ol the Role of Finuncial Reporting Manager in office andt the Methodolegical Note
ol the Financial Ruporting Manager.

As for the tasks assigned to the Board of Statstory Auditors, cven in their role of
internal Control and Audit Cosunities, during the year, the Board monilored the
work of the Function of the Vinancial Reporting Managee responsible for the
preparation of i company's accounting docuaments with whonn it Seld regnlar
megtings while cxamining the steuctored reference model according e best markel
practices {COSO Report) and was able to previde reasonable certainty on the
reliability of the Bnancial reporiing, as well as on the effectiveness and efficiency ol
the operations, in compliance with fows and interna] rules.

ln pacticalar, the Board of Statutory Auditors showed hovs the Bank chose the control
mlel, so-called mised model, as a suitable madel in guarasteeing the monitoring
of the Intenal Contrel System on periodic financial relabions based on the
characteristies of the Chvoup thereby widening the characteristics for fhe subsidiaries
wiich {or purpnzes ol carrying the planned activities, they require:

- direct and it for the Parent Company BIFE, with e preliminary identilication

of senping activities, the ideptification of procedures considered sigmiticant

and the consequent identification of risks “of an incerrect aceounting
representation dug o eeroers o1 amissions regarding the balance of an aceouont
ur s class of operation, produced by ervors e caleslations, erors in the
classification o manipulation af information that can generate, mdividually
ur coblectively with others, malerial ervors in the finaneiul stalement or i the
fuancial reperiing: the seconmting rvisks:

- a centralised control method for U subsidiary BFF Finance [beria S.A 1.
which requires the application of w model on the purt of the stmeiure of the
Financiak Reperting Manager ol the Parent Compuany that conducts audits sct
out by the contral nade! for the Pacent Company, as well as BFY Finance
lberin S.A 1L

- a decentralised control wethad for the sabsidiary BEF Polska S AL that
requires the sedeetion of a Jocal vesource that can hierarehically report 1o the

Chief Financial Officer of the Subsidiary and funetionally o the establishmen,
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of the Financial Reporting Menager of the Purent Compaigy wha is responsibie
for control activities on adiministrative and accounting procedwres for
parposes of producing adequate imltrmation lows that can ensure a proper

guarantec of rishs on fimancial veponing,

With regard fo the activities eondueted by the Role of Financial Reporting fanager.
in order W certify the adequacy and actual nplementation of administrative aud
accounting procedinres in its report that serve o ascortain the consistency of the
campany’s accounting doctments wilth the results of he accounting hooks and
records and (heir seilability in providing a true and correet represeatation of the
financial and eeonomic position. the Roard of Statwtory Audilors was able 10 check
Lhe putceme of the audits carred oul w owhich it was revealed i varions uredas (hat
thers is o menitored strocture that does net show crilical issues o deficiencies hat
can affcel the opinion an the adeguate and effeenve application of adminisirative,
accounting procedures, even il there ave sHil] areas that can be improved where Lhe
Bank has already scl om The necessiry achons,

With regaril to the struetire and congculs of periodic reports prepared by the Manager
in Chrge diving tlse sixawmonth financial report, the financial statements and
cansolidated Mnancial sttements. the Beard of Statutory Audiors considers the
activities earried oot oo ovaluate the adequacy and actual application vt the procegses
and operating procedures regarding e fnancial reports of the Bank Group

Farmaflactoviag are adequate in supparting the cerlitication requested to thwe QRO and

Manager in Charge of the Bank Gronp Farmataclorine pursuant fo agticle 154 his of

Legislative [eeree S8/98 (Financial Act).

Likewise, the Bowsd af Statutory Anditers reccived adequate information from
Lyiveclors ot the business ontlook asvd prospects, as well a5 on major eperations and
(heir size and characteristics, made by the Bank and s subsidiaries and 1o that eml
there is nothing wortly ol memion in this report.

Noveover, the Board of Stawitory Auditors monitored the ohservanes of provisions

sel out by laugislalive Deeree 2343016 and examined the MNon-Finzncial

{onzalidated Stalement, prepared fur the First time on 4 mandatory basis for the year

2020 thereby ensuring it complinnee 4o reporling regulutions persuant to e above

decree.
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) Mowitering aedivities on_the adeguacy of the internad controf systemw

Yhe Bourd of Stawutory Auditors monitored the adequuey of the internal central
system through a series of inlernal cheeks with top nwnagement ol the Bank and
with the Control Corporate Funetions: Internal Audit. Compliznce and AML, Risk
Management and with Fineneral Reporting Manager, as well as ensure the constant
participation v mectings of the Risk Control Comumittee,

I pacticular. the Bourd of Statutory Auditors ensured that each conspany of the BF¥F
Ciroup was provided with an mtemal contrel system in line with the strategy and
with the palicies of the Groug, especially with regard {o foreign subsidiarics where
i compliance with loeal westrictions. were subject to initiatives aimed  at
puaractezing sdequate stanclards and organisaliomal contrals.

To thit end, it must be noted that as Parent Conpany of the Group BFE, in addiien
ta Lanking activities, the Bank conduvet< mansgement and comdination activities, as
well as unified contre? [or BFF Finance Theria SALL and BFE Polska S A and the
Board of Smmtary Aunditors acknowledged the approvil of the Deard of Dircetors
regarding the “Intragronp Regulutions” that detine the organisational stracture. the
aoals and contents of the management. coordination anel contral aclivities and well
as the Oroup Regolations aimed at better regulating the applicavion of applicable
faws.

Maoreover, BIF as Parent Company and reference contact {or Supervisory
Antharities, have enicted varions provisions to the subsidiarics that are required to
implement the gencral and special instructions issued by the Bank of [taly for the
stability of the Chroup pursuant article 61, paragraph 4 of the Conselidated Banking

Act and Letter of Notice 285,

With relerence 1o any concerns raised in contacts with the cormesponding bodies of
the subsidies, the Board ol Statutory Anditors noies how within the foreign
perspective of the Groop, there are no equivalent controt bocics. The Board of
Stadutory Auditors has it any case condneted further reviews on the audits made, on
the conelusions reached, s well as on the wansposition status of the suggested
aetions i ils periodic meetings with contrel vorporate divisions of the Dank, as well
as during # nieeting with the Chairman of the Supervisory Board of the subsidiary

BFF Polska S.A.. Yo that end, il mast be voted that the control funelions have the

t9
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direct responsibility for the respeetive similar shuetnres regarding, BEE Finamee
fbetia S.AU., as they are recipients of the functional relation on the pait of the

eorresponding similar functions of the Grong BEL Palska,

The Board of Statufory Auxlitors has also aeknowledged that during the yeor 2020,
the regulatory bedy of BEF was finther adjusted n wenws of Govervance Rales as
well as Operating Beles, even in tansposition of the ohservalioms made by (he
contrel fimetions, as well as the requests by Top Management and the operating
striectiires and i consideration of the new Corporate Guvernance Code,

Special cnyphasis was given to he revision ol the repolatory system of the Bank and
Giroup: 1) review of the interest rale visi msanagement policy fllowing the review of
the relevaul EBA wnidelines; i) review of he Regulations of the Bank's corporate
sirneture: 1il) review of the visk management policy of the Group: iv) 1o the miti-
money lanndering system of the newly established Greek branch; v} review of the
policy on the promional activities ol the Group: vid review of the anti-ferrorisig
anti-meney laundering policy of the Bank and ofhe Baking Group: vid) review of
the Anmi-Money Laundering System av the Spanish brancl;  vifl) review ol the
Business Continuity and Dizasler Recovery Business procedure.

Considering the acquisition and subsequent werger aperation for the ineorporation
of DERPOBank Banco Depositaria atiang S.p.A. the Bank has Rntwrmore roviewerd
ils internal regalatory body cliectively as of the completion of the eperation,
Drring the reference yeal, ax parant company of fhe Banking Group, with particular
enphasis on the Group BFF Polska acquiced in 2016 and considering its level of
relevance, Banca Farmafactoring S.p AL contimued with the development of various
lmsiness areas within the context of the year of its strategic control activities whore
BEF Palska operates and monitering the visks regarding the activitics carvied out, as
well as the tecluiical and operating controb aimed ar evaluating the varioos risk
profiles implemented 1o the Group, even thiough the development made 1o the
integration proeess of BFF Polska, still beivg completed,

A major aspect in strengthening the intemal controd system of the Crroup wlaeh is
widely veferred in the previous paragraph is a further couselidation o) the operation
in the Fouction of the Financial Reporing Manager which since year 2020 has
extended its aundits to the entive perimeter of forcigu branches and ficedom of

SETVICES.
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As part of assigned lasks, the Board of Statutory Auditers menitored various
activitics carried and was informed oo the implemantation status of the activity plans
and oblained resuhs, even in s of etficiency of the coordination of activilics aind
intormation flow between the various persons involved.

Likewise, the Board of Statutory Auditors acknowledged the getivitics camvied out
by the Supervisory Body, appointed 1o guarantee the adequacy. ubservanee and
revisions of the ovganisational and management model envisaged in Legisiative
Decrce 23107 and monitored the clliciency and sndependence reguirements 1clated

tsercte through a series of perindic mectings.

The Board of Statutory Anditers also ascerlained the compliance by the Bank of

carrespondence obligations and the obligation Lo notify the Supervisory Bodies,
During the mecting of the Board of Directors of 28 May 2020, in congpliance with
the instructions provided by the Banking Supervision Rugutations, follewing
appropriate asseasments, the Board of Statutory Auditars expressed its favourable
opition o the appointment of the new Risk Management Function Manager of the
Banfe afier making several organisational changes made by the Board,

Druring the weeting of the Boaed of Directors of 17 February 2021, i compliance
with the instractions provided by the Banking Supervision Regulations, fellowing
appropriate assessmenls, e Board of Statutory Auditors expressed its favourable
apinion @ appoint the new danager of the Complinmee Dhvision and AME of the
Baok, after making some organisational changes decided by he Board, effective as
of 4 March 2021,

Based on the activities carried ol and acquired information, the Board of Statiory
Auditors considers that overall there are no eritieal issues that can atfect the sysiem

shrocture of internal contrels.

0 Swpervisory activitics on the adegiacy of the risk negiagement systen

The Roard of Salutory Anditors monitored the adequacy of the 1izk management
syslem by relying en the fellowing: exannning the periodic reports of the conlio
functions and periodic iwformation provided, as well as the resuils on the monitoring
aetivities and fmplementation actions of identified corrective measures and through
participation 1o 1he meetings aof the Risk and Coatrol Committee.

Lo particular. the Board of Statutory Auditors qutlined how the internal conbro! and
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visk management system of the Bank involves cach of the foflowing, hased on their
vespective computencies: a) the Board of Directors witl the role of wddressing and
evaluating the suitabifity of the systen: 1) The Risk and Conlral Conmuitiee with the
tash of supporting 1he assessments and decisions of the Board of Direclors with
velations 1o the internal contral sysiem and risk management syslem with an adequate
preparalery activitics; ¢ The Risk Management Function and the Compliance and
AML Fametion with specilic duties on internal control and risk management,
strictused based an the size, complexity and sk profile of the company: d) The

[miernal Audit Function, in charge of erxsuring the proper operation of the internal

contvol and risk nwmagemend system as well as g suilability: ) the Board of

Staluiary Auditors that moenitors the ¢fficiency of the interal eonwol and risk

uranagement systen.

In particnlar, even at group level, the aptimisation of visk manageinent is censidered

as essential element with respect o the risk starcinenl of:

- easuring the fullilment of reyulatory requirsiments while guacanteeing that the
vapital and figuidity levels of the Group renwain solied within the first and
sceond pillar, both i nenual operating conditions and  applying stress
HUENATING:
msaintain a tow risk prolile;

- suarantes d proper level of finoneial leverage through a eapitalisation policy
that is sonsisient with the grown level of the assets;

- ensure a high qualiry lHquidity asset {liguitdity coverage ratin), as welt as stable

funding (1set stable fiending vatio) that can allow the constanl maintenance of

the Graup's liquidily level encugh to absort palential shorl-term and midAong
term potential shocks:

- have an adequate [ntsrnal Control Systen;

- ensure that the operating lonils lo managing receivable portfolios and
seeurities related 1o the chosen Dusiness Model [FRS 9 are consisient with the

strategie goals of the Group.

Therefore, e Group has adopted a struefured reference frsmewerk through the
implementation ol a process reguiated by a special internal visk appetite Tromework
{“RAF™ regulation that is evaluated by the Beard based on the busimess model and

e strategic plan and requires the approval of risk poals and wlerance thresholds.
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To that cnd, the Statutory Hoard of Auditors monitured, as far ax ili competence
extends. the completeness, adequacy, operation and reliability of the RAY, likewise
evalualing the modifications on the framework during the course of (he vear in
rclation to the developments e the risk [imit imetries and calibration with the purpose
of ncorporating equal developients in the Bank’s business models, namely in
consideration ol regufatory guidelines,

The Board of Trectors defined the goidelines of the internal comirol systeny by
ensuring that i ain corporate risks are identificd, managed and monitered
appropriately. In particular, it assessed all the types of risks at a consolidated level
and approved structired acquisition for all the eonpanies of the CGeoup and tor all
thie countries in which it operates.

Therefare, the contvol and sk management sysiem seems Lo be consistens wilh the
vegulatory network, as weil as willy the erganisational simclure of the Gronp and in
line with standacds and best national and international best practices,

Even fur the year 2020, the Board of Slatutory Awditors constandy menitored the
activities caried oot by the control fumctions thereby reporting with the major
agpecls and on the onteome of the audits carried out where the fallewaing st be

noted.

The Compiiance Functiow mapped nor-conforming risks for the Banland the Group
for the year 2020 wlile wonitoring {he measures adopicd 1o mitigate them where (he
Boarel agreed with the methodological approach nsed trougly the Tellowing: i) the
mapping of regulatory areas and requivement« applicable to the Bank and the Group,
as well us the identifieation of the risk activities associated thovete; i) the
determination of tie Diherent Risk: i) the Vealnerabitity in the Organisational and
Clintrol System and, iv) the detcomination of the Residual Risk. The resuits of said

miappilg did not reveal any pavticelar critical issues.

The Board of Statutory Awditors considered primarily adequate the representation of

the overail conpliance risks to which the Banl s exposed and likely considered that
the imtiatives takeo and mterventions made or in the process of been completed, can
be censidered effective with respect to a propsr implementation of the risk
Manage et priocess.

On 24 June 2000, the Board nf Direetors of Banca Farmafuctoring S.p. AL approved
the FCAAPSLAAP 2009 acconnt by acknowledging the various considerations imade

by the imcerested Control Functions and Risk and Coowol Commiltee, as well as

P
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supplementation 1o the contents requested by (he Supervisory Amhorities within the
entive system, aimed primarily a1 reviewing the measurements and evaluations
included thereto angd estimaling the appropristeness o ewn funds and liguidity
through scenarin analysis based on the siress assmnplions coesislenf with the
emergeney situation related 1o he spread ol the COVIRTE virws,

To that end, the Board of Stalutory Auditers evaluaed the ECAAPTLAAPR process
adopted by the Bank thot was overall structured in compliance with applicable
regntations while agreeing on the remarks macde by the Control Funetions con 1he
proposed initiatives 1o achieve improvement in the asseasment internal process of
the eandtal suitability and Hquidity sisk management.

A Tor the activities carried out by the Anti-Money Laundering Functivia, the Board
of Statwtory Aumditors has constantly monitored the aclivities cavied out with
reference to anti-money lamndering and werrorisin tunding standuards and he outeame
of the ex-post audits in relation (o which there are no critieal siations worlhy of
mention,

poreover, the Board of Statutary Auditers cxatoined rhe visk self-agsessment on
money laundering and lerrarisim Funding Tor the vear 2020 where the AV Fanction
of the Bank identified and processed dava and information subject to the assesament
weithinn the grony and prepaved the results of the process thereby identifying any
necessary adjusting initiatives.

Ta that end, i Board of Statutory Auditors reveafed that as the opinion o the
Function Manager, the overail assessment of the residual Tanndeciing rvisk of the
Group st be considered “low™ due (o the evatuation o' the design and efficiency
ol the chechks of cach legal entity pertaining o the Group.,

Moreover, the Board of Statutory Anditors chiecked the comnpleraness, adequacy,
functioaslity and reliability of the Operating Comtinnity Plag prepered by the Board
of Directors, reviewed in the year 2020, even Jur pivpeses of considering the

implications arising frem thie pandemic sitnaticn.

) Moattoring activities on dive gdeguoey of e fnfereel andi spsen

Drring the performance of its control activities, the Board of Statulory Anditers
contimied with a constant diafopue with the Internal Awdit Function cven for the year

voder discussion thereby agreeing on the results of the audit conducted both i
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refation to the Parest Company and the individual subsiciacios,

The setivitics of the Fuuction for the year 2020 was conducted privnartdy remaotely
comsidering the emerguncy situstion associated with the spread of the COVIT-19
VKL,

To thal cod, the Board of Statutery Auditors nated how the aetivities planned by the
Internal Audit Finction for the year 2020 covered the activity perimeter that fle
Funeticn committed o fulfi), There were no major eritieal issues that emerged frem
said activities.

The audit plan prepared on a quartecly basis Tor the period 2019-2021, requires a
planing of activities based on o process-oricnted logic. The plan is reviewed ar
supplenented every year (with particular enapliasis 1o vear 2021, cven o view of the
new perimeter reaulling from the merger of DEPOBank Banca Depositaria lalians
S.p AL into Lhe Banky and subjeet to $he approval of the Boacd o Directors with prior
exalrivation by the Risk Contral Commitiee with a preliminary approval with Lhe
Chairman of the Board of Dircetors, the CR0, the Board of Statutery Auditors and
the Supervisary Body 23 172067,

The Board of Statutory Auwditors examined the revision of the Group's Audid Plan
for the year 2000 0 view of the new perimeter resulting from (he merper of
DEPORank Banca Depositaria haliama S.pA. nte the Bank, subject 1o lhe
examination and approval by the Bowrd of Diectors thereby noting with gpecial
gmphasis the followlng about rhe lorcign subsidiavies: 1) Gor the Group BIF Polske
that the reports regacding the audits whose results are incloded i the Ywdleey de
Bard of the Intermal Audit Function ef the Parent Choup, are shared by the [ocal
Tnternal Audlit Funciion with the corporate badies of BEFYF Palska 8.4 and forwarded
1o the foternal Audit Functicn of the Parent Group which in uws jovolves the
respective company fienetions. where necessary and to the extent of its competenee.
ity for the BEF Firaues beria 8.ALUL that the outeome of the audis condieted by the
Function of the Pavent Compuany baged on a special scrvice contract, was forwarded
ta the Bosnd o Divectors of the sobsidiary beforchand and is included in the Tabdleaw
de Bord ol the Tntermal Awdit Function ol the Parent Company.

it must be noted that he Internal Aadit Function is also vesponsibie for the internal
reperting systen: [so-called whistleblowing) and in relatiou 1o said activitics there
were 1o reprorts made during the vear 2020,

Woreover, the Board af Statutory Auditors shows thal the nternal Andit Fenction of
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the Baok with the popoese of constantly inproving the quality ol its services in
compliance with (he highest standards recognised mternstionally, lhas completed the

assesyment procedwre aimed ad renewing the UNY EN TS0 9001 ceetification for the

three-year period 2021-2023 thershy obmining the confurmity assessment of

relevant standards for the guality 1nanagement sysrem regarding the intemal audit
process of the Pavent Campany, as well as that of B¥E Polska S AL

Cruring the imeeting of the Board of Dircctors of 17 Februay 2021, in compliance
wilh the jnstructions provided by the Baoking Supervision Regulations, following
appropriate assessiments, the Board of Statetory Auditars expressed its Gavourabile

opinion o appodint the new banager ot the Bank™s hrternad Awdit Fanction.

ki Monitormg  aciivities o complianes  with  peincipniey o proper

el Brianis teeian i on cdeaincy of the arganiseiioned siruefne

The Beard of Statutory Anditors wcquired knewledge and monitored the adeguacy
af the crganisativnal structive adopled by e Bank and s proper operation in
compliaice with principles of  proper admiistration, as wefl as monilored the
adequacy of the provisions set oul Ly the Company to its snbsidianes pursuant 1o
arlicle 114, paragraph 2 ol the Financial Act tlroeugh a series of meelings, dincel
nhservations and by gathering infovuation from managers of the Fuuetions and
Lepariments therety acquiring (uriher necessary inlormation from the Tiny in chavue
of the external awdit PricewaterbouseUoopars SLA.

W partievlar, the Bowrd of Stawntory Auditors noted how in 2020 before completing
the merger operation, the integration pracess plan ol the company DEPOBank Banca
Deposilavia aliana S.p.A. into the Banking Group started, with particelar emphasis
on the aspects reluting (o the orzanisational structure and internal regulaticns.

The resnlts ol the periodic reports of the subsidiares brought to the atlention of the
toard of Directors and Board of Swatutary Auditors did not reveal any eritical {ssues,
The Board of Statutory Audilors alss cxsmined the preparation process of the budget
and he induseeial plan aod considered ther consistent with the business model, the
RAE and with the conditions in which the Bark operales,

The Board of Statufory Anditors, even witly regard to what is relerred b Lhvis Report,
considers that the erganisational structure of the Bank is adequate to the needs ofthe

business cirrently vy and its cwvent size. Looking Torward, 10 is advisable o
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conduct # carefil monitoring of the integralion process with DEPOBank, even loe
prposes of maintaining a proper organisational structure and framework of controls,
The Board of Statulory Audiors also considered the provisions set ol by the
Company to the subsidiaries overall adequate even for the purpose of providing all
the necessary infermation to Hidfil the disclosure obhpations sel ot by law pursuant

fo article 114, paragraph 2 of Legislative Decree 58498,

fi Renumeeration policies

The remuneration policies ui' the Greup Banea Farmatactoring are vegnlated by the
Reweneration and Incentive Paliey in favour of 1he awrategic, managrent and
vontral supervisory menbers and personnel (the ~“Policy™), prepared i compliance
with the provisions of Titke [V, Chapter 2 of Supenvisory Provisions for the bank as
per Letter of Notice 288 of 7 December 2013, as well as the ERA Gl 200547 andd
201478 Chuidelines of 16 Tuly 2014 and to miplement the provisions of the Zuropesy
Pacliament and the Committee for lechnical reputatory stapdards reparding (he
quality and quantitative puideiines usctul to sdentify eategories of emplovees whose
prefessional activities have o major impact an the entity's protile risk, emered wto
ferce us of 26 June 2014, Likewise the Bank considored the reviews of the new Selt-
Regulatory Code in igs Policy, excent For the provisions on sharc ownership thereby
considering sppromiate 1o keep its eusrent pelicy swhile waiting for the completion
of the consultation process set aut by Tank of faly on remuneration,
The Policy currently in force, approved by the Board of Sharcholders on 2 April
2020, considers the classification of the Company as intermediate bank (which will
be kupt after the completion of the operation with DEPOBank) in comphiance with
rslevant Supervisory Provisions which in particufar set out the following:

the perimeter of the roles whose remuocration ave approved dincetly by the

Board of Directors upon propesal of the Remuoneration Committee which

imelides the CEO, dircctors who cover special roles, the sentor execntives, the

executives who report directly to the CEQ and the managers of the Corporate

Comsrol Funetions ol the Geongy;

the pereentage of $0% of the variable remuneralion due to risk takers (for the

up front pait, as well as for the deferred parl), paid throngh financial

(S
|
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- the opinicns issued oun Remunerations:
the epinion on the JCAAPALAAPR statement and on RAF;
the opinions on the appeintments of new imanagers of ihe Control Fonctions;
the opiion on the switability of taking the role of depositary on the part of the
combined entity resulting in the mergers of DEPOBank — Banea Depositaria
[talian S.p AL into Banca Farmafactoring S04

- the opinion on the adoption of the preferential weighted factor envisaged in
article 116, paragraph 3 of EU Regulalionr 3757201 3

- the Reasened Recommendation 1o grant the assignment for the external audit
fir the peried 2021-2029,

- the assessmants on the reselis of the aodits eonducted by tie (nternal Audit
Funetion on the adequaey of the organisational and control aspects ol The bank
brasich in Poland;

- the assessments on the resulls ol the audits conducted by the Internal Aucdil
Funetion an the adequacy of the organisational and ventrod supects ol fhe bank
branch in Girecec;

- the opimions on dividend distribution.

During the conrse of the activities camricd out and Based en Lhe obtaned information

here were no major onissions, repreliensive schions, diserepancies o v any case

major eircimstaness thal reguire 1eporting to Supervisory Authorities ar the mention

i this Reposl.

1 Geverrance

Banca Farmafactoring S.p.aA. which adopts a teaditional managewent and eontrol
system, has a Board of Directors thatis curently made up of 9 members of which 6
independent mewbers pursuanl to the Financial Act (1 independent menbers
pursuant e the Seli-Regulntory Code). The single exceutive director is the CEQ who
is in charge of manageient,

Moreover, the corporate governimee requires the establishinent of a Supervisory
Bady pursnan te Legislative Deeree 23020001 and specialised commitices with

instructional, consulting and propositional doties with respect o badics with

stratopic and management supervis fons fimetions:

- the Reuwneration Connmitlec;
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< Lhe Committes for the Assessment of Related-Party Transuclions;
= dhe Appointtments Comimittee;

o fhe Risk and Control Comuntlce.

The Board of Statuiory Auditors that regutarly altends all the meelings of 1he Board,
acknowledyed thal during the year 2020, the rules of corporate bedies of the Bank
were reviewed with the porpase of adopling the provisions of the Cade of Corporate
Governance, in force as of | lanuary 2021,

As outhined above, in 2020 the Board of Statutory Awditors condneted o sell-
assessmient process of itv members by acknowtedging that the Board of Lirectors
and the respective conntlees made thelr own self-evatuations wad annual review ot
the suecession plan of the CEOY; both processes were comlucted with the support of
the exterual vonsiltant,

wlorcover, in view of the changes introduced by the Self-Regnlatory Cude, 1he ot
of Statutory Audilors reviewed its policy en diversity and 148 own regu lalion pussuart
o arlicle 123-hig of the Financial Act thereby ackaowledging that even the Board of
Directors reviowed ils own policy of diversity and regolaticns.

The Bozrd of Statutory Audilons evaluated the wimner in which the Cade of Seli-
Regulation was implemented as pronoted by the Italian Stock Lxchange and adopted
by the Bank i the current version until 31 December 2020 and o iLs new version in
foree as of Dlanuary 2021 1 the teins outlingd inthe *Corporate Governance Report
and on the CGrwnership Stroctares™,

Lhuring the year 2020, the Board of Stutwory Auditors alse verified the proper
application of guideiines and procedures w aseertain the independence requivenicats
of mewbers ol the Board of Direciors pursuant 1o the applicatien guidelines 3.C5 of
the Code of Self-Regnlatien. To that end, the Board of Statutory Auditers revealed
thar based co the documentation and statements pravided by cach director, both the
Appaintments Committee and the Board of Divectors condneted audits on the
independence of directors, Therefare. the Board of Staturory Awditors examined the
documentation provided by the company and in complionee with anicle 3, paragraph
5 ofthe Code of Self-Regulation and as part of dutics assigned {o the laner pursuant
lee law, it ensored the proper agplication of guidelines and assessient procedures
adopted by the Board of Directors to cvalpale rhe ndependence of the direciors.

Thiring the extraordinary moeting of 28 March 2019, the board approved the
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= lhe Committes Tur the Assessment of Related-Party Transuclions;
= the Appointmens Cominiltee;

o ihe Risk and Control Camnitice.

The Board of Statuiory Auditors that regutarly attends all the mcetings of the Bowrd,
acknowledued thal during the year 2020, the cules of corporate badies of the Bank
were reviewed with the purpose of adopling the provisions of the Code of Corporate
Governanee, in foree as of Flanuary 2021,

As outhined above, 1t 2020 the Board of Statutory Auditars condneted a seli-

assesstient process of ity members by acknowfedgiog thal the Board of Ufrestors

and the respective colnntlees made thei awn self-evaluations wid anmual review ot

the succession plan of the CEO; poth provesses were concducted with the suppat of’

the cxternal consoltant,
woreover, in view of the clunges introduced by the Self-Regulatory Cude, Hhe Toaed

of Statutery Audilors reviewesd s policy on diversily and 118 vwn regulation presuant

a2

w arlicle 123-bis of the Financial Act (hereby ackaowledging that even the Board of

Direciors reviowed ils own policy of diversity and regulaticns.

The Bozrd of Statutory Audilos evaluated e wimaer in which the Code of Seli-
Regulution was implemented as promoted by the Ttahian Stock Luchange and adopted
Iy the Bank in the corrent version until 31 December 2020 and iu s new version in
force as of T January 2021 i the teins outlinsd i the =Corporate Governanee Repont
and on the Chanership Strictares™,

Whiring the year 2020, the Brard of Sttwory Auditors alse veritied the proper

application of guideiines aad procedures o aseertain the mdependence requivenicats

af members ol the Boaed of Directors pursuant 1o the application peidelines 3.C5 of

the Cede of Selt-Regulaticn. To that end, the Board of Statutory Auditors revealed
that based co the documentation and statements pravided by cach divector, both the
Appeintments Committee and the Board of Directers conducted audits ou the
independenge of directors, Thercfore. the Board of Statutary Auditors examinud the
docsimentation provided by the company and in complinnce with anicle 3, parvagraph
3 of'the Code of Self-Regulation and as part of dutivs sssighed {o the latler pursuant
Iy laws, it ensured the proper application of auidelines and assessinent procedures
adovted by the Board of Directors to evaloale the ndependence of the directors.

Thring the extraordinay meeting of 28 March 2019, the board approved the
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amendment to the Articles of Assaciation with the purpose of giving the leaving
[Board of Digectors the right te provide a list ef candidates for the appointment of the
Boanl of Directors.

It must be noted that with the approval of the financial statements for the yewr ended
31 December 20260, o Sharchoiders’ Meoting will be called to decide. among other
things, the appointment of the wew Board of Statutury Aoditors and the new Board
of Directars for the three-vear pertod 20212023, inviting those present to take the

respective decisions.

Lonclusions

Upun completion of the supervisory activities carried out by the Board ot Statntory
Auditors, as described above, we can therefore reasunably affirm that corporate
aetivities were carticd ol i compliance wilh law and the Aetictes of Association
and thal the organisational, adminisizalive and aceounting stricture, 75 welt as its
practical operation, were adeguate.

The Board viewed the reports issued on 4 March 2027 by the Avdit From pursoant
o articles 14 and 16 of Legislative Deerce 39720010 on the financial stateunents of the
Bank and o the conselidated financials statement of the Banking Group whick
cxprass o pesitive opinion wilkeul vemiarks or observations awd withowt any
diselosine warnings. The same reposls alsn oxpress an opinion o the consistency
and conlormity ol laws of the Management Report with the financial slatement
documents sot out By article 14, paragraph 2, fetler (&) of Legislative Decree 3072010,
On the same date, the Audit Fom also issued its nan-financial vonselidated statament
report where there are ne signilicant remarks weorthy of menficn,

in consideration of the above and considering the repotts prepared by the audit fum,
as far as iis compelonce, the Board of Slatutory Auditors docs not repost any
particular reasons not to approve the individual financial statements for the period
endod 31 December 2020 and the dividend distribubion set out by the Board of
Dircciors.

To that end, the Board of Statulory Auddors acksiowledged that the Baard of
Diveotors has evaluated the distribution proposal of dividends based an assumptions
that are azmed at allowing the constant compliance of capital prudential regaivementy

i linear fashion and over time, as well as he conmpliance of e recommendations
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Independent auditor’s report
in accordance with article 14 of Legislative Decree No. 39 of 27 January 2010 and article 10 of
Regulation (EU) No. 537/2014

To the shareholders of Banca Farmafactoring SpA

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Banca Farmafactoring SpA (the Company), which
comprise the balance sheet as of 31 December 2020, the income statement, the statement of
comprehensive income, the statement of changes in equity, the statement of cash flows for the year
then ended, and notes to the financial statements, including a summary of significant accounting
policies.

In our opinion, the financial statements give a true and fair view of the financial position of the
Company as of 31 December 2020, and of the result of its operations and cash flows for the year then
ended in accordance with International Financial Reporting Standards as adopted by the European
Union, as well as with the regulations issued to implement 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 Auditor’s Responsibilities for
the Audit of the Financial Statements section of this report. We are independent of the Company
pursuant to the regulations and standards on ethics and independence applicable to audits of
financial statements under Italian law. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters.
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Key Audit Matters

Auditing procedures performed in
response to key audit matters

Recognition of late-payment interest on
non-impaired non-recourse purchases of
receivables

Notes to the financial statements:

Part A — Accounting policies, paragraph A.2
Main Items of the Financial Statements, “3 -
Financial assets measured at amortized cost”
and “Revenue recognition criterion” sections;
Part B — Notes to the balance sheet, Assets,
section 4;

Part C — Notes to the income statement, section 1.

Within the calculation of the amortized cost of
receivables from customers purchased without
recourse, the Company also considered the
estimate of late-payment interest accrued and
deemed recoverable in accordance with what set
out in the “Document of the Bank of
Italy/Consob/Ivass no. 7 of 9 November 2016”
regarding the “Treatment in financial statements
of late-payment interest under Legislative Decree
No. 231/2002 on non-impaired non-recourse
purchases of receivables”.

We focused our attention on this matter since, on
the one hand, the amount of late-payment
interest recognised but not yet collected is
significant and, on the other hand, the parameters
selected to estimate this revenue component
implies the availability of statistically reliable
historical series built on the basis of collection
flows and times observable at the measurement
date, and an elevated professional judgement is
requested and includes judgemental elements of
the management.

Specifically, in order to select the key parameters
for recognising the late-payment interest
considered recoverable, the Company made use of
internal databases consisting of historical series

In conducting the audit, we took into account
the internal control relevant to the
preparation of the financial statements, in
order to design the appropriate audit
procedures in the circumstances, considering
also the international accounting standards
IFRS 9 “Financial instruments” and IFRS 15
“Revenue from Contracts with Customers”. In
particular, as part of our analysis of this key
audit matter, also supported by the PwC
network experts, we carried out the following
main activities:

e analysis of internal documentation
regarding the management of late-
payment interest’s recovery, including
limits set for the transactions with
debtors;

e understanding, evaluating and validating
of the process including the controls
about the historical series elaboration and
the determination of the parameters for
the estimate of this revenues stream;

e analysis of the IT/management systems
from which the historical data relating to
the collection flows and times of the late-
payment interest were extracted and
check of the adequacy of the extracted
data bases used in determining the
parameters;

e examination and reperforming of the
processing of the extracted data bases, as
well as controls performed, to verify that
the adjustments to the extracted data are
not arbitrary and are supported by
evidence;
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Key Audit Matters Auditing procedures performed in
response to key audit matters
about the recovery percentages and actual e analysis of the technological platform
collection times in the last eleven years for the used by the Company to elaborate the
National Healthcare System and in the last seven parameters and testing of the transfer
years for the Public Administration sector. into the platform of the adjusted data;

e critical analysis of the model used by the
Company to determine the parameters
resulting from the historical series and
verification of statistical value of this
model;

e critical analysis of the findings of the
historical series used to determine the
recovery percentages and collection times
to be considered in the calculation of the
amortized cost;

e verification of the correct allocation of the
parameters in the management system
and of the algorithm for calculating the
amortized cost.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation of financial statements that give a true and fair view
in accordance with International Financial Reporting Standards as adopted by the European Union,
as well as with the regulations issued to implement article 9 of Legislative Decree No. 38/05 and
article 43 of Legislative Decree No. 136/15 and, in the terms prescribed by law, for such internal
control as management determines is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

Management is responsible for assessing the Company’s ability to continue as a going concern and, in
preparing the financial statements, for the appropriate application of the going concern basis of
accounting, and for disclosing matters related to going concern. In preparing the financial statements,
management uses the going concern basis of accounting unless management either intends to
liquidate the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing, in the terms prescribed by law, the
Company’s financial reporting process.
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Auditor’s Responsibilities for the Audit of the 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 International Standards on Auditing (ISA Italia) 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 the financial statements.

As part of an audit conducted in accordance with International Standards on Auditing (ISA Italia),
we exercised our professional judgement and maintained professional scepticism throughout the
audit. Furthermore:

. We identified and assessed the risks of material misstatement of the financial statements,
whether due to fraud or error; we designed and performed audit procedures responsive to
those risks; we obtained 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;

. We obtained 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 Company’s internal control;

. We evaluated the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management;
. We concluded on the appropriateness of management’s 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 Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the 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 auditor’s report. However, future events or
conditions may cause the Company to cease to continue as a going concern;

. We evaluated the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicated with those charged with governance, identified at an appropriate level as required
by ISA Italia, 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 identified
during our audit.
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We also provided those charged with governance with a statement that we complied with the
regulations and standards on ethics and independence applicable under Italian law and communicated
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 determined those matters
that were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. We described these matters in our auditor’s report.

Additional Disclosures required by Article 10 of Regulation (EU) No 537/2014

On 3 May 2012, the shareholders of Banca Farmafactoring SpA in general meeting engaged us to
perform the statutory audit of the Company’s separate financial statements for the years ending 31
December 2012 to 31 December 2020; after the institution of the banking group, on 20 February 2015,
the shareholders of Banca Farmafactoring SpA in general meeting engaged us to perform the
statutory audit of the Company’s consolidated financial statements for the years ending 31 December
2014 to 31 December 2020.

We declare that we did not provide any prohibited non-audit services referred to in article 5,
paragraph 1, of Regulation (EU) No. 537/2014 and that we remained independent of the Company in
conducting the statutory audit.

We confirm that the opinion on the financial statements expressed in this report is consistent with the
additional report to those charged with governance, in their capacity as audit committee, prepared
pursuant to article 11 of the aforementioned Regulation.

Report on Compliance with other Laws and Regulations

Opinion in accordance with Article 14, paragraph 2, letter e), of Legislative Decree
No. 39/10 and Article 123-bis, paragraph 4, of Legislative Decree No. 58/98

Management of Banca Farmafactoring SpA is responsible for preparing a report on operations and a
corporate governance and share ownership report of Banca Farmafactoring SpA as of 31 December
2020, including their consistency with the relevant financial statements and their compliance with the
law.

We have performed the procedures required under auditing standard (SA Italia) No. 720B in order to
express an opinion on the consistency of the report on operations and of the specific information
included in the corporate governance and share ownership report referred to in article 123-bis,
paragraph 4, of Legislative Decree No. 58/98, with the financial statements of Banca Farmafactoring
SpA as of 31 December 2020 and on their compliance with the law, as well as to issue a statement on
material misstatements, if any.
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In our opinion, the report on operations and the specific information included in the corporate
governance and share ownership report mentioned above are consistent with the financial statements
of Banca Farmafactoring SpA as of 31 December 2020 and are prepared in compliance with the law.
With reference to the statement referred to in article 14, paragraph 2, letter e), of Legislative Decree
No. 39/10, issued on the basis of our knowledge and understanding of the Company and its
environment obtained in the course of the audit, we have nothing to report.

Milan, 4 March 2021

PricewaterhouseCoopers SpA

Signed by

Giovanni Ferraioli
(Partner)

This report has been translated into English from the Italian original solely for the convenience of
international readers.
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