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Together with our partner banks,
we work every day for millions
of customers and businesses.
We work to make every payment
digital, because it is simpler, safer
and more practical for everyone.
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Letter from the Chairman

and the Chief Executive O

Dear Shareholders,

2017 was an intense year for the Nexi Group, in which the transforma-
tion process launched in 2016 continued; in February, the 2017/2021
Business Plan of the Group was approved, which has the strategic
objective of increasingly becoming the reference company for the
evolution of the country towards digital payments, achieving a signi-
ficant growth in profitability and contributing positively to the deve-
lopment of the country.

The board of directors and the new management team worked with
determination to improve the organizational efficiency of the Group,
directing a greater focus on the structures, improving customer
orientation and efficacy of the decision-making process.

In November, Nexi was created from the CartaSi and ICBPI experien-
ce; therefore, an important rebranding project was completed, aimed
at renewing the two historical brands ICBPI and CartaSi, which had
by now little connotations to support the ongoing evolution of the
activities. The project led to the change of the corporate names of
ICBPI and CartaSi to “Nexi” and “Nexi Payments” respectively, more
responsive to the Group’s present and future plans and activities, and
more consistent with the current positioning of the two companies in
the digital payment market. The new brand, which wants to convey
the projection towards the future and the proximity to our clients, was
launched on 10 November 2017 with a series of events involving insti-
tutional representatives, partner banks and commercial stakeholders.
As part of the Group’s growth and development strategy, also exter-
nally in the e-money market, important acquisitions were completed,
some of which were already launched in the previous year.

The acquisition of the business units relating to the merchant acqui-
ring activities of Banca Monte dei Paschi di Siena and Deutsche Bank
Italia was therefore initiated.

The 100% acquisition of Bassilichi S.p.A., the parent company of the
Bassilichi Group, specialized in the area of payments and services for
businesses, was then completed.

In the second half of the year, the transfer, to CSE (Consorzio Servizi
Bancari), of the Nexi business unit active in providing transfer agent
services for pension funds was also completed.

These transactions were carried out in a context of greater dynamism
of the Italian economy, which saw a1.5% CDP growth.

The awakening of the economy has favoured Italian banks, especially
as regards loans to the private sector, the improvement of credit quality
and the reduction of the weight of impaired loans. There was also an
increase in profitability and a significant strengthening of capital ratios.
In reference to the markets in which the Group operates, the pay-
ments system remains dominated by cash, thus offering further de-
velopment opportunities, but the digital payments sector is going
through a phase of expansion, characterized by growth in all product
segments.

The Group intends to drive this growth by supporting the banking
system in the payment innovation process through important invest-
ments in technology so that banks can be increasingly competitive
even in the digitalisation sector, obtaining benefits in terms of innova-
tion and customer relations.

Chairman
Franco Bernabé
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This year, several new activities have already been carried out that go
precisely in this direction. In November 2017 an instant bank tran-
sfer was launched called Instant Payment, which allows funds to be
transferred in less than 10 seconds. In the micropayment sector, an
initiative was launched that will eliminate, in 2018, commissions for
transactions of less than Euro 10. A new international debt product has
been released on the market, the first CVM campaigns have been lau-
nched with the banks, the prepaid card portfolio has been expanded
and the new black contactless aluminium credit card has been laun-
ched, dedicated to a specific customer segment.

In the merchant services sector, the new app has been launched that
allows merchants full control of their collections as well as a compari-
son of the business trend towards their respective competitors.

Total assets under management (AuM) of the Italian asset manage-
ment sector reached about Euro 2,300 billion in the third quarter of
2017. The evolutionary scenarios of the next years foresee a continua-
tion of growth with the possibility of achieving an average annual in-
crease of 8% by 2020.

In 2017 the Croup prepared the first non-financial statement, an
important tool not only to respond to the requirements of Decree
254/2016 but also to share the social and environmental initiatives
and activities of its work with stakeholders. Therefore, Nexi decided to
start a structured and organic sustainability process.

The challenge is to grow, through continuous commitment to gene-
rate positive change that everyone can benefit from, promoting ini-
tiatives and simple and innovative solutions that are able to simplify
the life of citizens, encourage business development, improve the ef-
ficiency of public administration and support, therefore, the growth of
the country system and in general of the society in which we live and
of which Nexi feels to be a responsible player.

The economic results achieved by the Nexi Group and Nexi in 2017
are positive, both as a whole and in comparison with those of the pre-
vious year.

The 2017 financial year closed with a consolidated EBITDA of € 304 mil-
lion compared to € 2273 million in 2016, with a contribution of € 34.5
million associated with new acquisitions. Consolidated net profit for
the period amounted to € 791 million, compared to a result of € 104
million in 2016, having incurred significant expenses associated with
the important transformation and reorganization process. Sharehol-
ders’” equity totalled € 2050.8 million compared to € 2,059 million as
at 31 December 2016.

2017, for the Bank, reported an EBITDA of € 145.2 million compared to
€1216 million in 2016; the Company presents a profit for the year of €
895 million compared to a 2016 profit of € 84.2 million. Shareholders’
equity amounted to € 2033.3 million compared to € 2,049.8 million in
December 2016.

The growth prospects for 2018 remain favourable thanks to the cur-
rent economic scenario which confirms a strengthening of the signs
of recovery and a return of confidence to pre-recession levels.

We are working hard and energetically to boost the 2017-2021 Busi-
ness Plan and the transformation process of the Group, evaluating all
the opportunities that the market offers, aware of the importance of
the challenges that await us but aware of our potential and ability to
operate in the interest of the system, our clients, our shareholders and
our people.

CEO
Paolo Bertoluzzo
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at 21 March 2018
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Shareholders’” Meeting Call

The Shareholders are convened to the ordinary Shareholders’ Meeting in Milan, Corso Sempione no. 55, on 24 April 2018 at 3.00
p.m. first call and, if required, on 26 April 2018, at 5.00 p.m. second call, same place, in order to discuss the following

AGENDA

1. Financial statements as at 31 December 2017, Report on Operations of the Board of Directors; reports of the Board of Statutory
Auditors and the Auditing Company; related resolutions.

2. Appointment of the Board of Directors after determining the number and term of office of the directors. Determination of
related fees; related resolutions.

3. Appointment of the Board of Statutory Auditors and its Chairman. Determination of related fees; related resolutions.

4 Remuneration policies of the Nexi Group; related resolutions.






REPORTS AND
CONSOLIDATED

FINANCIAL STATEMENTS
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2017 Reports and Consolidated
Financial Statements

Banking group
structure

As at 31 December 2017 the structure of the
Banking Group was as follows:

Nexi S.p.A. (Formerly ICBPIS.P.A))
Parent Company, registered in the National
Register of Banks.

Nexi Payments S.p.A.

(Formerly CartaSiS.p.A)

Financial company registered in the Register of
Payment Institutions pursuant to Art. T14-sep-
ties of the Consolidated Banking Act, in which
the Parent Company has a 98.745% stake.

HELP LINE S.P.A.
Service company in which the Parent Compa-
ny has a 70% stake.

OASI DIAGRAM — OUTSOURCING APPLICA-
TIVO E SERVIZI INNOVATIVIS.P.A.

Service company, 100% owned by the Parent
Company.

BASSILICHI S.P.A.
Service company, 100% owned by the Parent
Company.

MONEYNET S.P.A.

Financial company registered in the Nation-
al Register of Payment Institutions pursuant
to art. 114-septies of the Consolidated Bank-
ing Act, indirectly held 100% by the Parent
Company through Bassilichi S.p.A, with a
61% stake and by Consorzio Triveneto S.p.A.,
with a 39% stake.

CONSORZIO TRIVENETO S.P.A.

Service company, 100% owned by the Parent
Company, directly with a 3575% stake and in-
directly through Bassilichi S.p.A. with a stake
of 64.25%.

BASSMART S.R.L.

Service company, indirectly owned 95% by
the Parent Company and directly owned with
a 95% stake through Bassilichi S.p.A.

ARSBLUE D.O.O.

Service company under Serbian law, indirect-
ly held 40.8% by the Parent Company through
Bassilichi CEE.

BASSILICHI CEE D.O.O. BELGRADO

Service company under Serbian law, indirectly
80% owned by the Parent Company through
Bassilichi S.p.A.

BASSILICHI CEE D.O.O. BANJA LUKA

Service company under Bosnian law, indirect-
ly held 100% by the Parent Company through
Bassilichi CEE D.o.o. Belgrade.

BASSILICHI CEE D.O.O. PODGORICA

Service company of Montenegrin law, indi-
rectly 100% owned by the Parent Company
through Bassilichi CEE D.o.o. Belgrade.



Scope of
consolidation

The scope of consolidation of the Nexi Group as
at 31 December 2017 includes, besides the Group
companies, the following:

o Hi-MtfSI.M.Sp.A, inwhich the Parent Com-
pany has a 25% stake.

e Unione Fiduciaria S.p.A., in which the Parent
Company has a 24% stake.

e Win Join S.Cons.a r.l. in which Bassilichi S.p.A.
has a 24% stake.

e Rs Records Store S.p.A. in which Bassilichi
S.p.A.has a30% stake.

e ICT Logistica S.p.A. in which Bassilichi S.p.A.
has a 33% stake.

o BASSNET S.rl. in which Bassilichi has a 49,68
S.p.A. stake.

o K.RedS.rl inwhich Bassilichi S.p.A. has a 50%
stake.

Reports and Consolidated Financial Statements MEXI -09

Prudential scope
of consolidation

The Company Mercury UK HoldCo Ltd, is at the
top of the prudential scope of consolidation
The scope also includes:

e LatinoltalySrl;

o Mercury Payment Services S.p.A.






BOARD OF DIRECTORS" REPORT
ON BANKING GROUP OPERATIONS

2017
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Board of Directors’ Report
on Banking Group Operations

International economy

In 2017 the growth rate of the world economy
accelerated to 3.2%, from 2.5% in 2016, thanks
to the reawakening of investments, which
benefited from the recovery in profits and from
the persistent expansion of monetary policies.
In particular, in the United States, GDP grew

by 2.3% (vs.15% in the previous year), with a
positive return on investments (from -0.6% to
47%) — made possible from the recovery of
profits after the contraction reported in the pre-
vious year - while consumption maintained the
same pace of 2016 (2.7%). In Japan, GDP grew
by 1.8% (vs. 09%), driven both by investments
(from 0.6% to 3.0%) - stimulated by the decisive
surge in profits - and by consumption (from
01%t01.2%). In the Eurozone, CDP growth rose
to 2.4% (from 1.8%), thanks to the recovery in
investments (from 3.6% to 44%) and exports
(from 2.8% to 5.0%), while consumption slowed
slightly (from 2.0% to 19%). Higher growth al-
lowed unemployment rates to drop significant-
ly, decreasing from 4.7% to 4.1% in the US, from
31% t0 2.8% in Japan and from 97% to 8.7% in
the Eurozone.

Inflation at the global level rose by one percent-
age point to 34%, reflecting the rise in raw mate-
rial prices. Specifically, the change in consumer
prices increased from 13% to 21% in the United
States, from -01% to 0.5% in Japan and from 0.2%
to 1.5% in the Eurozone. Net of the most volatile
energy and food prices, it has fallen from 2.2% to
1.8% in the US and from 04% to -01% in Japan,
while it has slightly risen from 09% to 1.0% - in
the Eurozone.

............................................................

1 Source Banca d’ltalia

Italian economy

ltaly has benefited from the greater liveliness of
the world economy, with GDP growing by 15%
(vs. 09% in 2016), although a large gap persists
with the rest of the Eurozone. The recovery was
driven by exports (whose pace rose from 24%
to 5.2%) and by investments (from 2.8% to 34%),
while consumption growth remained stable (at
1.5%). The labour market benefited from the re-
covery, with the unemployment rate dropping
by one percentage point to 10.8%.

Inflation rose to 1.2% (vs. -01%), due to the in-
crease in raw material prices. On the other hand,
net of the most volatile components, it fell to
0.5% (vs. 0.7%), against a wage trend that re-
mained stable at moderate levels (at 0.6%).

Reference markets

The following section provides some informa-
tion about the markets in which the Nexi Group
operates.

E-money

In the Italian market of Electronic Money, cash
still plays the dominant role. In 2016, 95 transac-
tions per capita were executed with non-cash
instruments, compared to 215 of the Eurozone
(Bank of Italy elaboration on ECB, BRI and Poste
Italiane sources).

The payment card industry is going through a
phase of development, characterized by the
growth of all types of products, but which relies
mainly on debt and prepaid products.

During 2016, the market for POS enabled deb-
it card grew: both in terms of number of cards
(+6.8%) and use (volumes +11.8%, transactions



+13.6%). Prepaid products slowed the decisive
expansion of recent vyears, in particular due to
the number of cards in circulation (+3.7%), while
volumes (18.5%) and transactions (+23.5%) re-
main robust. Credit cards increased as a number
(+0.3%), but the active ones fell by 2.2%; the use
of these cards increased (volumes +59%, trans-
actions +9.8%).

The Nexi estimates for the market in 2017 see in-
ternational volumes (VISA + MasterCard) up by
12.6%, with a significant, growing contribution
from prepaid and international debit cards, whose
POS volumes have increased by 24.2%; in particu-
lar, prepaid by 175%, international debt by 30.6%.
Credit increased by 6.3%: the Classic segment by
6.2%, Commercial by 73%, Premium by 54%.

As for the revolving segment, there was an in-
crease? of +84% in volumes financed through
revolving credit cards in 2017

Payment systems

Clobally and in the Eurozone, the trend in the
use of alternative cash instruments is growing
rapidly: between 2005 and 20715, in the Eurozone,
transactions rose from 166 to 215 (2.9 per cent on
average per year). The use of cards, which are
more directly compared to cash at points of sale,
has increased considerably: in the same period,
the percentage of cards on total transactions
with alternative means to cash increased from
30.1to 43.7 percent.

In the international comparison, Italy is char-
acterized by a low number of transactions with
instruments other than cash: in 2015, 88 trans-
actions per capita in Italy (92 in 2016) compared
to an average figure of 215 in the Area. However,
the use of these instruments in Italy shows high
growth: on average, in the period 2012-2015, pay-
ment card transactions increased by 14.7 percent
compared to 77 in the Area.

In the next few years, globally, the affirmation of
electronic payments (E-payments and mobile
payments)is expected. Itis estimated that E-pay-
ments will grow at an average annual rate of 17.6%
and mobile payments by 21.8% from 2015-2019,
driven by the adoption of the Instant Payments
and the strong growth that will be recorded in
emerging markets. Attention is focused in par-
ticular on Instant Payments, increasingly consid-
ered by the Observatories to be one of the main
phenomenain the “war on cash”.

............................................................

2 Source Assofin

Reports and Consolidated Financial Statements MNEXI

Specifically, in Europe and in Italy, the Payment
Service Providers (PSP) and the European ACHs
are creating products and services that will take
advantage of the new infrastructure for the man-
agement of retail payments in “instant” mode,
adopting as much as possible to the current
SEPA schemes. The European Central Bank will
activate a pan-European “Instant” tool (TIPS) at
the end of 2018. In light of this complex scenario,
it is worth pointing out that, as has already hap-
pened for SEPA, the success of these initiatives
will be determined by the ability of the European
System to activate, in advance, robust and effi-
cient mechanisms of interoperability among the
qualified operators, desired and urged by the Eu-
ropean Legislator.

The digital revolution will inevitably also reflect
on B2B-like payment processes, where compa-
nies will be able to considerably improve their
management processes in the “financial” and
“supply” segments and encourage the evolution
of their business also through new and innova-
tive procedures of collection and payment.

It should be noted that the strengthening of
electronic invoicing and Instant payments is one
of the main areas of efficiency improvement for
companies.

The complex European regulatory framework
aimed at standardizing payment processes, miti-
gating risks, expanding competition and general
system innovation is having a significant influ-
ence on the operating and business models of
Payment Service Providers (PSP) and, more gen-
erally, stakeholders interested in the subject.

In particular, the new Directive (EU) 2015/2366
(so-called PSD 2) on retail payments that should
be implemented by each Member State by 2018,
expanding the issues of the previous regulato-
ry provision (PSD), opens the payment services
market also to new non-bank subjects, so-called
TPP (Third Part Payment), with which, as already
mentioned, the European banking industry will
also need to face.

It is clear that, in the coming years, there will be
a tendency to harmonize, in terms of requla-
tion and collaboration, the needs and activities
of bank PSPs and those so-called TPP/FinTechs,
in order to provide customers with better and
cheaper products.

-13
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It should be noted that the CBI Consortium, the
ABI issuing body for the management of pay-
ment systems between companies, is imple-
menting a system interbank gateway, with which
the participating banks will be able to provide
the TPP with the basic services required by PSD2.
To create this gateway, Nexi has been selected
by the CBI Consortium as a reference provider
through a call for tenders.

Individual Managed
Portfolios

Total assets under management (AuM) of the Ital-
ian asset management industry reached about
Euro 2,300 billion in the third quarter of 2017.

The evolutionary scenarios of the coming years
foresee a continuation of growth with the pos-
sibility of reaching Euro 2,900 billion in AuM by
2020, with an average annual growth of 8%.

The main driver behind the growth assumptions
of Asset Management in Italy is given by the
expectation of the growth in the wealth invest-
ment level in savings products in order to align
Italy with the European average. In 2016, the
AUM value of the Italian sector was equal to 70%
of GDP, against 132% of the European average.
The percentage of the financial wealth of Ital-
ian households invested in asset management
products was 31% in 2016, with a strong increase
compared to 22% in 2008 but still far from the
European average of 44%.

The progressive approach of Italian indicators to
the averages of the other European countries
will lead to the growth of the industry, regardless
of cyclical factors such as the performance of
stock market indices.

Among the savings products, Pension Funds
will have a particular boost, for which a growth
of more than 8% per year and higher than the
market average is expected. Open-end pension
funds will be incentivized both by the specific tax
regime and by the uncertainties related to public
pension schemes.

Within the mutual funds, the progressive in-
crease of the market share of Foreign Law and
Roundetrip funds is confirmed, whose share in the
market for mutual funds in Italy is estimated to
be higher than 70% in the coming years. Among
the growth drivers, we must certainly consider
the emergence of ETFs, currently on the market
only as funds under foreign law.

Dear Shareholders,

2017 ended with a consolidated Net Profit of
Euro 791 million, compared to a Net Profit of
Euro 104.0 million in 2016.

Shareholders’ equity reached Euro 2,050.8 mil-
lion, compared to Euro 2,0591 million as at 31 De-
cember 2016.

These are positive economic results, both overall
as well as with respect to the previous year, and
were attained in a macroeconomic scenario of
recovery that is still weak.

Operating revenue amounts to € 8559 million.
Consolidated EBITDA is equal to Euro 304.0 mil-
lion, 33.7% against € 2273 million in 2016.

Group evolution

In 2017, the Group’s growth and development
strategy continued, also externally, in the
E-money market.

In particular, significant acquisitions were com-
pleted, some of which were already launched in
2016.

In June, following the necessary authorizations
from the competent Supervisory Authorities,
acquisitions of the business units relating to the
merchant acquiring activities of Banca Monte
dei Paschi di Siena and Deutsche Bank Italia were
completed.

In July, the acquisition of 100% of Bassilichi S.p.A.,
the parent company of the Bassilichi Group, an
operator specialized in payments and servic-
es for businesses, for which an agreement was
signed at the end of 2016, was completed.

Lastly, in December, the sale of the business unit
active in the provision of transfer agent services
for pension funds was finalized to CSE Consorzio
Servizi Bancari, with which a preliminary agree-
ment was signed in October.

2017-2021 Business plan

During the meeting held on 9 February 2017 the
Parent Company Board of Directors approved the
Group 2017/2021 Business Plan, which is based on
the quidelines that had already been discussed
and approved by the board on 22 June 2016.

The ambition of this Plan is to make the Croup
the national leader in digital payments, reaching
the scale necessary to invest in technology, ser-
vices, skills with the aim of growing faster than
the market, guiding the development of digital
payments in ltaly together with partner banks
and, in particular, to pursue a significant increase
in profitability.



This growth strategy focuses on payments and is
based on four fundamental pillars:

1. Organic growth, on the various business units,
through real product leadership and customer
experience leadership together with partner
banks, accelerating the shift from cash to dig-
ital payments;

2. Inorganic growth with targeted acquisitions
in the payments sector to encourage scale
growth and skills development more rapidly;

3. Strong investments in technological excel-
lence, in skills, in the commercial area and in
partnerships with banks;

4. Focus on efficiency and on the concentration
of resources also to finance investments, sig-
nificantly reducing costs in areas with lower
growth impact and disposal of non-strategic
activities.

The Plan sees a digital transformation of the
Group and initiatives aimed at implementing
innovative projects that allow, on the one hand,
the offer of services designed to meet the most
technologically advanced needs of the market
and, on the other, to identify the best invest-
ment opportunities both in already established
companies and in start-ups.

The key objectives of the Plan include the revi-
sion of the Group’s corporate structure to make
the legal structure of the individual components
consistent with the nature of the business actu-
ally performed.

To this end, on 16 October 2017, the Board of Di-
rectors initially approved the overall and general
framework of a corporate reorganization project
of the banking group controlled by Nexi S.p.A.
and the other subsidiaries of Mercury UK Hold-
Co Ltd aimed at separating, within the group,
the technological and digital payments activities
from those connected to the banking license,
eliminating the existing competitive disadvan-
tages with respect to competitors and increasing
overall efficiency.

The reorganization therefore sees the creation of:
Nexi Payments (Imel), National champion of
digital payments:

- focused exclusively onits core business and on
the development of related technology

- with a flexible corporate structure able to sup-
port additional investments (e.g. IT and pay-
ment infrastructure) and future M&A activities

Reports and Consolidated Financial Statements MNEXI

- with better access to the capital market thanks
to the lower risk perceived by them for the ac-
tivities related to digital payments compared to
regulated banking activities.

Nexi (bank), with a simplified organizational
structure and a greater focus on banking servic-
es such as:

= Securities Services

-“Settlement” to be offered through ajoint com-
mercial offer between Nexi and Nexi Payments.

At the start of 2018, the Boards of Directors of
Nexi and Nexi Payments definitively approved
the project that was submitted to the compe-
tent Supervisory Authorities for the necessary
authorizations.

Rebranding

As part of the Group transformation process, a
rebranding project was launched, involving both
the Parent Company and CartaSi, motivated by
the need to renew the two brands with conno-
tations more related to the past rather than the
future and to instruments connected to digital
payments.

The Parent Company Board of Directors has
therefore undertaken a process of assessing
the adequacy of the company name of the two
companies with respect to the reference mar-
ket, the outcome of which showed that the pre-
vious business names, excessively related to the
past and, however, little known by the public to
whom they addressed, were unsuitable to sup-
port the ongoing evolution of the activities.

In light of these results, a research phase for a
new company name was launched, also verify-
ing the appreciation of the potential names with
consumers and merchants.

Having taken note of the analysis on the adequacy
of the two names and deemed appropriate to up-
date the brands to the Group’s present and future
plans and activities, the Parent Company Board
resolved to change the name of ICBPI to “Nexi
S.p.A” and CartaSi to “Nexi Payments S.p.A”, as it
is more consistent with the current positioning of
the companies in the digital payments market.

On 25 October 2017, the Shareholders” Meet-
ings of ICBPI and CartaSi, extraordinary meeting,
therefore resolved to change their respective

-15
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company names with effect from 10 November
2017, consequently amending the Articles of As-
sociations.

Nexi S.p.A., with effect from 10 November 2017,
also transferred its registered office to Milan,
Corso Sempione 55.

On the occasion of the launch of the new brand,
a series of events were organized in Milan and
Rome, attended by institutional representatives,
partner banks and commercial stakeholders.
Various activities were launched to spread the
new brand across the press and digital media.

Governance and control
structures

On 27 July 2017, following the acquisition of Bas-
silichi S.p.A., the Chairman of the Nexi Payments
Board of Directors, Franco Bernabe, resigned
from the position of Chairman, maintaining the
role of board member. The Board therefore re-
solved to co-opt as Board Member and Chair-
man of the Board of Directors, Marco Bassilichi,
subsequently confirmed by the Shareholders’
Meeting held in the ordinary session on 25 Oc-
tober 2017, until the approval date of the financial
statements as of 31 December 2018.

Group internal
Audit system

In 2017, the projects to develop the Group In-
ternal Control Systemn continued in line with the
evolution of the reference legislation.

The Audit Department, in continuity with the
development activities of its control model, car-
ried out further evolutionary measures in the
areas of finalizing and managing the “Remedial
Actions” emerged in the audits, developing fur-
ther operational reports useful for the analysis
and monitoring of the actions also by the Man-
agement involved. The actions implemented are
ina process of improving the effectiveness of the
audit action also through a more direct correla-
tion with the main business risks.

Furthermore, the acquisition by Nexi of the Bas-
silichi scope involved the revision of the Govern-
ance systems and the Organizational and Oper-
ating Model of the Group subject to evaluation
of the Internal Control System (SCI - Sistema dei
Controlli Interni). In this context, the Audit Func-

tion initiated and conducted a project to evolve
the SCI Overall Evaluation Framework and to
extend the scope of analysis consistent with the
new corporate structure.

Lastly, the fine-tuning activities of the set of
“Remote Controls” continued, which the Audit
Function had implemented in compliance with
the requirements of the Supervisory Authorities.
In this context, a new set of remote controls was
also identified in the “E-money” area, which will
be developed in the 2018 financial year.

The Compliance Department of the Parent
Company, which continuously monitors the
rules with regard to all company activities ac-
cording to a “risk based” approach, updated the
regulatory scope during the vear applicable to
the Nexi Group in order to incorporate both reg-
ulatory changes and the expansion of the corpo-
rate scope as a result of company acquisitions.

Within the companies of the former Bassilichi
Group, for which there is currently a decentral-
ized management model for the control func-
tions, the method for measuring the non-com-
pliance risk used by the Parent Company
Compliance Department is being implemented.

Furthermore, during the year, activities were
launched aimed at the implementation of the
Directive (EU) 2015/849 within the Group con-
cerning the prevention of the use of the financial
system for the purposes of money laundering or
terrorist financing (so-called “IV AML Directive”),
Directive 2015/2366/(EU) on payment services in
the internal market (so-called PSD2), EU Requ-
lation 2016/679 on data protection (so-called
GDPR) and Directive 2014/65/EU relating to the
markets for financial instruments (so-called Mi-
FIDII).

The IT tools in support of the Department are
also being improved, also with reference to the
self-assessment exercise of the risks of money
laundering and financing of terrorism.

Risk governance

Also, in 2017, the activity carried out by the Risk
Management Department had the aim to sup-
port Management in view of a prudent and ef-
fective management of the company business,
while ensuring full compatibility with the risk
governance process, through the definition and
compliance with the risk tolerance defined in
the Risk Appetite Framework.



The Risk Appetite Framework was subject to the
annual review in line with the changed context
of the Group and with the new Business Plan;
work continued on the regulatory adapta-
tion and fine-tuning of the methods, systems
and processes for measuring corporate risks;
the project initiatives were analysed, some of
which were classified as Significant Transac-
tions (OMR - Operazioni di Maggior Rilievo),
related to the development of new products/
services for all the Group companies; as re-
gards operational risk, the planned Risk Con-
trol Self-Assessment of the operational pro-
cesses was carried out and the methodology
of IT risk analysis was revised, based on the
new IT strateqgy; Lastly, the new Recovery Plan
was prepared, a document requested from the
Banks under the Banking Recovery and Reso-
lution Directive (BRRD), and the new Liquidity
Plan, prepared according to the ILAAP guide-
lines (Internal Liquidity Adequacy Assessment
Process) issued by the EBA.

Nexi group organisational
structure

In line with the transformation process already
started in 2016, during the vyear, the activities
aimed at achieving the organizational efficiency
necessary to finance investments and achieve
the strategic objectives of the 2017-2021 Business
Plan were completed.

In particular, with the changes to the Group or-
ganizational structure completed in May and
November 2017 the implementation of the
Group organizational model was completed,
concentrating on a greater focus of the struc-
tures, improving customer orientation and sim-
plifying the decision-making process.

The main additions and changes to the organi-
zational structures, as regards the Parent Com-
pany, include:

o the establishment of the Initiatives Commit-
tee in order to support the decision-making
process regarding the implementation of new
project initiatives relevant to the Group;

o the assignment also of the Recovery Commit-
tee function to the Operational Risk Commit-
tee, pursuant to the BRRD (Bank Recovery and
Resolution Directive);
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e the centralization of the activities previously
carried out by the CFO of Nexi Payments, the
transfer of the three organizational units of
the Securities Services Institutional Sales Trad-
ing, Market Making and Middle Office to the
Treasury unit, and the establishment of the
Post Merger Integration (PMI) organizational
unit; Project Governance for the management
and integration of the Group’s industrial and
strategic activities;

e the establishment and specialization of the
CISO function in the CIO Area, which includes
all the management activities related to IT se-
curity and Business Continuity in a dedicated
area;

e the establishment of the IT Governance &
Strategy function in the CIO Area to oversee
the activities relating to architectures, the
management of the project portfolio and the
operational management of contracts with
outsourcers;

e the assignment of the CIO Area of software de-
velopment and maintenance activities to the
Payments & CBI competence center, related to
Interbank Corporate Banking and other Ban-
ca-Impresa services previously allocated to the
corresponding BU;

e actions in the CIO Area for the optimization
of the monitoring of new strategic projects (IT
Strategy) through:

- the creation of the new M&A and Corporate
Systems Competence Center which, in addi-
tion to including the activities overseen by
the current Corporate Systems function, as-
sumes responsibility for the implementation
of new application solutions required for ex-
traordinary transactions that impact on “cor-
porate systems”;

- the review of the Merchant Services Compe-
tence Center structure which is divided into
the following organizational units: Business
Architecture, Switch, On Boarding & CRM Ac-
quiring, POS and Acquiring Core Platforms;

- the establishment in the Digital Competence
Center of the Digital Architecture function
with the task of defining and developing the
architectures in the “digital” and “data” areas;

- the creation in the IT Service Management
and Infrastructures segment of the new Net-
work unit with the task of defining and devel-
oping solutions for the network infrastruc-
ture to support all the CIO Area Competence
Centers.

-17



NEeXI - 2017 Reports and Financial Statements

The main changes to the organizational struc-
ture of Nexi Payments, in addition to the afore-
mentioned changes to the structure of the CFO,
concerned:

e the establishment of the supervision of E-Com-
merce activities in the Merchant Services BU,
and a staff unit dedicated to the development
of partnerships in the Electronic Cash Regis-
ter segment; the separation of the Marketing
and Customer Value Management activities to
allow greater focus on the aspects of compe-
tence;

e the creation of the ATM BU, an integral part of
the Payments & ATM BU located in the Parent
Company and coordinated by it, geared to
the needs of Banking customers in relation to
ATMs;

e the centralization of the Payments Services
bank network and the Nexi Tender Office in
the Merchant Services BU. The Management
also revised its organizational model with a
view to streamlining network support struc-
tures and further strengthening the monitor-
ing of partnerships with banks;

e the review of the internal organization of the
Operations Department in order to support
the review of some key processes with a view to
improving production efficiency and to better
adhere to the organizational model of the Busi-
ness Units. In particular, two vertical operation-
al units were created, dedicated respectively to
the provision of specific services for merchants
(Operations Merchant Services) and specific
services for cardholders (Operations Issuing);

e within the Business Development Department,
in order to better adhere to the organizational
model of the Business Units, the Mobile Prod-
ucts organizational unit was split into two units
dedicated respectively to the Issuing and Mer-
chant Services business lines.

As for Help Line, the most significant changes
include:

e the introduction of the CEO position, a role
that replaces that of the General Manager;

o the elimination of, with a view to simplifying
and rationalizing support activities, functions in
the “Covernance and Support” staff, “Report-
ing and ICT”, “Customer Relationship, Quiality
and Design” and “Planning and Monitoring’,
whose activities have been part centralized in
the Parent Company structures, partly trans-

ferred to the Commercial Department and to
the Operations Department of Nexi Payments,
partly merged into the new Help Line staff unit;

e the creation of a single staff unit called Cus-
tomer Operations Support dedicated to sup-
porting Operational Units in providing services
with a view to efficiency and quality of service;

e the revision of the Operational Units with a
view to focusing on the main business lines
by creating four competence centers: Issuing
Customer Operations and Merchants Custom-
er Operations at the Milan office, Issuing in
Servicing Customer Operations at the Cividale
office, Payments Customer Operations at the
Anzola dell’'Emilia office.

The main changes in the organizational struc-
ture of Bassilichi have include:

o the review of the Business Services BU, fo-
cused on non-payment activities (fleet man-
agement, security, back office, licensing) di-
vided internally into the organizational units
of Service Manager, Production, ICT and
Commercial and Marketing and equipped
with a staff area aimed to act as a link to the
central staff structures;

the establishment of the Planning & Control
department whose objectives are to monitor
the budget and profitability of the company
and its subsidiaries (Consorzio Triveneto, Mon-
eynet, Bassilichi CEE, BassmArt), verifying and
updating the reference management indices
(revenues, costs, margins and economic indi-
cators) and producing the related analysis and
reporting support;

the establishment of the CFO area to which the
Administration and Budget Department and
the Finance and Treasury organizational units,
Ceneral and Legal Affairs, and Communica-
tions were transferred;

In addition, due to the acquisition by the Nexi
Group of the former Bassilichi group, specific
initiatives were launched for the preparation
of the technical and organizational measures
necessary for integration purposes.

As part of the Quality Management System, the
verifications for the confirmation of the 1ISO9001
Certification for the Parent Company, Nexi Pay-
ments and Oasi and for the ISO9001 and UNI EN
15838 certifications (certification of excellence
specific to the Contact Centers) were success-
fully passed for Help Line.



Regulatory compliance

In 2017, the project was launched for updating
the Organizational Model pursuant to Legisla-
tive Decree 231/01for all the Group companies in
order to incorporate the organizational changes
that have occurred and the legislative changes
introduced (for example, gangmaster system
crime, organ trafficking crime, reforms to the
penal code) and with the intent to implement,
with a view to simplifying the model and making
it more effective and usable, a rationalization and
review of the Model definition methodology.

In the second half of 2017 the assessment initi-
ative was launched to measure the adequacy of
business processes and IT systems to the regula-
tory requirements set forth in the New European
Data Protection Regulation, so-called. “GDPR”.
The overall plan for measures to adapt to the
new legislation requires full compliance, in line
with the deadlines set by the Regulations, by
2018.

The activities for the obligations provided for by
the law of 18 June 2015, n. 95 and Council Direc-
tive 2014/107/EU of 9 December 2014, amend-
ing Directive 2011/16/EU have been completed
regarding the mandatory automatic exchange
of information in the field of taxation (common
reporting standard - CRS).

The activities deriving from Directive 2014/65/
EU (MiFID) and from requlation no. 600/2014
(MIFIR) were initiated. Adjustments to Record
Keeping, Transaction Reporting and Post Trade
Transparency were completed within the terms
of the law and the Execution Policy was also
updated. Developments are under way on the
applications for the production of reports to be
forwarded to the Supervisory Bodies and the ad-
justments to company regulations.

In reference to the introduction of IFRS 9, during

2017, Nexi carried out the project activities aimed

atidentifying the main impact areas and defining

the reference methodological framework for the

classification, measurement and impairment of

financial assets. Within the scope of the project,

the guidelines for the application of the IFRS 9

rules were defined and approved by the Board of

Directors, and in particular:

- the business model;

- the procedures for carrying out the SPPI test
(Sole payment of Principal and Interest);

- the impairment model also for the purposes of
the classification of performing exposures.
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In reference to IFRS 15, in the second half of the
year, the Nexi Group undertook a project in
order to analyse the impacts for the most sig-
nificant contracts related to the recognition of
revenues and the identification of the included
obligation performance, so as to allow changes
to the allocation of revenues starting from the
first quarter of 2018.

Lastly, the Nexi Group started the project to
adapt to the new regulations introduced by the
Directive (EU) no. 2015/2366 on payment ser-
vices in the internal market (Payment Services
Directive, so-called “PSD2”) and the related sec-
ondary reqgulation issued by EBA. In September,
a first assessment phase was completed aimed
at investigating the impacts and identifying
the actions to be undertaken by preparing a
remediation plan for the analysed mainstream
(Processes & Operating Risks, Data Openings &
TPPS Relationships, SCA & Fraud Detection and
Contracts & Transparency) in line with the dif-
ferent timelines for the entry into force of the
new regulation. The consequent implementa-
tion activities of the identified interventions are
under way.

Group IT

During the vyear, the IT Department concentrat-
ed, in addition to the execution of the project
and maintenance initiatives of the Group’s appli-
cation range, on the following topics:

e Continuation of the reorganization and
strengthening of internal staff through a hir-
ing/insourcing plan.

e Completion of the design phase of the various
ICT Strategy streams and start of the execution
phase for the Infrastructures, Digital and Mer-
chant Services areas.

e Strengthening of ICT Governance, with set-
up of a structure dedicated to monitoring the
project portfolio and overseeing the progress
of strategic initiatives.

e Launch of a Spending Review program, aimed
at reducing operating costs (running and pro-
cessing).

e Continuation of the “Remediation” program
aimed at improving the Group’s technological
infrastructures and resolving operational criti-
calities.
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ICT Services and Solutions for Issuing &
Operations Systems

As part of the Issuing & Operations Systems,
extensive work was carried out in 2017 with the
Issuing, Sales BUs and Service Manager teams in
order to ensure continuous and effective man-
agement of Clients.

In particular:

e As regards International Debit, the Issuing
commercial offer was extended with the in-
ternational debit product, released on the
equensWorldline platform and also imple-
mented on the SIA platform, with the forecast
of the latter to be completed by the end of the
first quarter of 2018.

e The Value Partnership business model for the
so-called “Large Banks” was revised in order to
introduce new functionalities in line with the
needs of the market and the objective of offer-
ing “best in class” services.

e The ContactlLess technology was adopted for
cards and terminals enabled to operate on the
PagoBancomat® Network in order to comply
with the obligation required by national and
international networks.

e Further initiatives were launched in fraud pre-
vention and dispute management.

ICT Services and Solutions for Merchant
Services

In the first half of 2017, activities in the Mer-
chant Services area focused mainly on the
migration of the Book Merchants of Deutsche
Bank and MPS. Subsequently, focus was placed
on the development of the functionalities re-
lated to the Referral model for the acquired
books. New commercial offers were also cre-
ated for Merchants, with the aim of incen-
tivising micropayments and the use of POS
through digital collection instruments (e.q.
Start Offer). At the same time, work was car-
ried out on the main projects related to the
“ICT Strategy” Program (Onboarding Acquir-
ing and Core Platform), within which feasibility
studies were carried out for the implementa-
tion of target solutions.

ICT Services and Solutions for Payment
and ATM Systems

In regard to payment systems, the activities car-
ried out during the year promoted the stabiliza-
tion and renewal of the main ICT platforms in the
ATM and Corporate Banking sectors.

In particular, the following is highlighted:

e The creation of an infrastructure for the
management of Instant Payments (ACH,
Cateway).

e Implementation of electronic payment flows
for INPS pensions according to the SEPA
Credit Transfer standard (Smart Payments
INPS).

e The introduction of the Check Image Trun-
cation, a mechanism for transmitting the im-
age of cheques.

e The adaptation of the iCT platforms in order
to incorporate the provisions of the PSD2
regulation.

ICT Services and Solutions for Digital
Systems

Digital activities focused on application con-
solidation and data quality initiatives, tech-
nological innovation aimed at supporting the
commercial offerings of the Partner Banks
(Mobile payments), simplifying and automat-
ing existing processes in the e-commerce
sector.

The Data & Analytics competencies were also
strengthened, with the aim of launching initi-
atives aimed at supporting the business in the
Client targeting activity.

Lastly, work was carried out on the efficiency
of IT operations through the organizational
set-up of the Digital Factory and the introduc-
tion of new work methods (Agile, DevOps).

The main areas of activity include:

e Mobile Payments - Apple Pay: enabling the
payment service through Apple Wallet Pro-
vider for cards issued by CartaSi.

e Mobile Payments - HCE: integration in the
current HCE of new features in order to in-
crease security and improve the customer
experience.

e E-Commerce (On-boarding, XPay Evolution):
creation of a new web-based direct e-com-
merce channel and evolution of processes
(internal preliminary examination) and prod-
ucts (Xpay), at the same time facilitating the
dialogue with other market platforms.

o CAMS eW Issuing extension: enrichment of
the information database with the personal



data the handling relative to the Client Banks
managed under servicing, currently in the
availability of the processor only, and evolution
of the PAN functions, multifunctional cards.

o CVM Issuing & Acquiring: implementation of
“customer value management” campaigns
in respect of Cardholders and Merchants, in
order to retain clients and promote the Nexi
Group offering.

o Nexi Business: creation of a mobile APP for
merchants through which it is possible to
monitor operations, conduct operations and
self-customer caring processes.

e Cardholder Portal: release of the new card-
holder portal on a new, more modern and
secure technology stack with a new cus-
tomer experience and new spending control
functions.

ICT Services and Solutions for Securi-
ties Services and Banking Systems

2017 was a year of intense activity both for
the execution of project initiatives aimed at
the adaptation of the information systems to
the secondary legislation, and to pursue the
continuous operating efficiency in the area of
Fund Services.

The main activities include:

e Brokerage area - Middle Office evolution:
optimization of the activity with the intro-
duction of more efficient logics of opera-
tional verification.

o MiFID Il: implementation of the EU Directive
2014/65 (MIFID 11), which involved complex
and transversal activities with respect to
the various areas of the investment services
(third-party brokerage, own account bro-
kerage and treasury) and fund services (cal-
culation NAV and transfer agent).

e Sale of the Pension Funds business unit:
management of technical and operational
aspects, guaranteeing the continuity of the
service.

e Collateral Management: adoption of a new
product for the management of the cash
collateralisation of transactions on over-the-
counter derivatives for big clients.

o EMIR: adaptation of the applications according
to the new EMIR regulations that came into
force during the year.
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ICT infrastructures

In 2017, infrastructure played an important role
in supporting the acceleration of Nexi’s business
development.

Focus on the strategic axes regarded the in-
crease in quality, strengthening of architectures
and platforms, and efficiency.

In particular, the following activities are distin-
quished:

e Live Service Control Room. An organizational
nucleus of the processes and tools was cre-
ated dedicated to supervision in H24 mode
of the level of service offered to clients. In-
spired by the best international best practic-
es, the Live Service Control room has allowed
to increase the level of average availability
of services arriving to permanently exceed
999% during the year.

Platform Improvements. Through the Ser-
vice Control Room, it was possible to isolate
the components of the IT platform affected
by structural fragility. Improvement and re-
mediations have been launched on each of
these programs that have allowed to solve
the problems in a permanent way.

Skills. The workforce has been strengthened
with new expert resources in key sectors, the
professional and managerial skills have been
made congruent to the strategic nature of
the function.

Strengthening of Disaster Recovery Infra-
structure. The “active-active” Disaster Re-
covery architecture, already successfully
used in various areas of the Data Center of
Pero and Settimo Milanese (primary Data
Center), has been extended to the whole
perimeter of the mid-range systems (within
the contractual so-called “Giotto”) and more
than 20 applications.

EOL (technology End of Life) management.
Technological renewal projects have been
carried out of infrastructures that are ex-
tremely relevant to the business that had
achieved and, in some cases, exceeded their
useful life cycle. The most important inter-
vention concerned the Oracle hardware and
software update of the so-called ODS data-
base (Operational Data Store).

Private Cloud. Within the framework of the
Infrastructure IT Strategy, the new Nexi Pri-
vate Cloud infrastructure has been designed
according to the “Software Defined Data
Center” paradigm.
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NEXI GROUP

Information security and technical-organizational measures to con-
In the field of IT security, the process of continu- trol the use of privileged utilities (Security Pri-
ousimprovement of ICT security and cybercrime ority Program).

control has, among the main activities, seen:

e the technical certification of the Group’s main
applications relating to compliance with the
regulations on ICT Security (PCI-DSS Certifica-
tion).

Human resources

in regard to human resources, the Group’s work-
force as at 31 December 2017 amounted to 2808
e a series of tactical activities aimed at improving resources, compared to 1895 of 31 December
ICT security and reducing the vulnerabilities of 2016, and are thus distributed among the individ-
the Nexi Group information systems, including 3 companies.
the strengthening of perimeter protections

Workforce on Dec. 31, 2017
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NEXI GROUP

tecesecesecscsesecscscsesesscscstsesssscsee

DEC-16 DEC-17
HC FTE HC FTE

seeccsescecsscsecscsecsccscsecsecssccsscssece

Managers 57 57.0 102 102.0
Middle

Management 631 6223 723 7152
Permanent

staff 1,153 1,052.6 1,956 1,824.6
Workers - - 2 0.6
Temporary

staff 54 50.6 25 24.8
Total 1,895 17826 2,808 2,6671

Information on staff and
the environment

In terms of training, for the year 2017 the Group
Training Plan “Train to enhance roles and skills
in the ICBPI Group”, now Nexi Group, presented
for financing the Banking and Insurance Fund in
2016 was finalized and reported.

The 2017 training actions responded to the
Group’s organizational and process develop-
ments and focused, in particular, on these ob-
jectives:

a) Timely retraining of resources that have changed
roles following organizational changes.

b) Update and consolidation of the distinc-
tive and peculiar competencies of the Nexi
Group.

c) Compliance with the legal requlations typical
of the activities of the bank and the interme-
diary and the related actions validated by the
Compliance Department.

d) Definition of the new 2018-2019 training
model and anticipation of some innovations
contained therein.

The redevelopment actions were carried out un-
der coaching/on-the-job training, in particular
in the Payments area, with a focus on specializa-
tion in the classroom, held by internal trainers.

The updating of skills, at the request of the var-
ious managers (so-called “On demand”) has
provided for both participation in inter-com-
pany courses and the organization of internal
classrooms that involved, in particular, the areas
affected by the release of new IT tools, the areas
involved in rebranding and sales.
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All compulsory training actions validated at the
beginning of the year were completed. Part of
the contents, where possible and in compliance
with the regulations, have been updated and
revised with the aim of optimizing the duration
of the courses while maintaining the planned
training objectives; in this way it was possible
to make the originally planned commitment of
15.8% more efficient.

In 2017 the training activities involved a total
of 1,752 resources for a total of 40,210 hours of
training, of which 22% of compulsory training,
73% specialized training and 5% managerial
training, with an average of about 3 man/days
out of the total employees.

As for the former Bassilichi group, about 6,000
hours of training were provided in 2017, 25% of
which was financed. Innovative ways of deliver-
ing training have been experimented, through
sessions held in interactive virtual classroom (so-
called webinar) thanks to the use of a web plat-
form. This type of intervention involved about
400 employees belonging to the Interaction
Center Department (Team leader, focal point
and operation call) with the aim of motivating,
sensitizing and creating alignment with corpo-
rate expectations regarding communication to
the client (banks, merchants, credit card users,
merchants, technicians etc.).

The program, designed in such a way as to fa-
vour a strong awareness on what are considered
the classic postulates of communication, dealt
with issues related to the development of com-
munication skills even in situations of emotional
stress.

This method was particularly suitable for reach-
ing, at the same time, a very large audience of
people spread over several geographical loca-
tions, thus optimizing time and costs. The pro-
gram was finalized with the use of Fondimpresa
funds.

The training course, started in 2016, was also
completed, conceived ad hoc for the entire
commercial team with the aim of developing
and refining the managerial skills necessary to
approach strategic clients in a more analytical,
planned and structured way.

An in-depth study plan was organized for all
the Service Managers with specific and prag-
matic focus on the issues of business continu-
ity and disaster recovery of the services pro-
vided, based on reference standards and good
practices.
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In the safety area, during 2017, 876 hours of train-
ing were provided involving 159 employees.

Animportant activity is also dedicated to admin-
istration and budget department, on IAS/IFRS
national and international accounting standards.

In regard to Health and Safety, a gap analysis was
carried out for the Nexi Group in relation to the
Health and Safety Management System (SGSL -
Sistema di Gestione della Salute e della Sicurez-
za) in order to make the Group Organization,
Management and Control Model compliant with
UNI-INAIL.

Work on monitoring the quality of workplaces
continued, such as the microclimate (temper-
ature, humidity, ventilation and air quality) and
lighting (natural and artificial light). Further-
more, the evaluation of work-related stress risk
data continued with analysis of mental fatigue,
monotony and repetitiveness in work process-
es. As required by the law, evacuation drills were
carried out at each location.

External communication
and media relations

Communication events include the following:

e Communication and press office activities re-
lated to the creation and launch of the new
Nexi brand forinstitutional and business events;

e Media relations aimed at enhancing the com-
pany’s positioning on the market, the products
and services offered, the initiatives and corpo-
rate and business events organized by Nexi;

e The organization of internal events for em-
ployees and related to rebranding and the in-
volvement of colleagues on Nexi projects and
ONgoing activities;

e The supervision of events promoted by third
parties (ABI, NetComm, Politecnico) with the
aim of increasing the company’s participation;

e Content management and distribution of the
internal newsletter

Performance of the parent
company and the group
companies

The results of the Financial Statements and the
initiatives of the Parent Company and of the Sub-
sidiaries subject to the management and coordi-
nation of Nexi.

Nexi S.p.A.

Nexi reported a Net Profit for the year of Euro
895 million compared to a 2016 Net Profit of €
84.2 million.

EBITDA amounted to € 145.2 million 194% com-
pared to € 121.6 million of 2016.

Shareholders’ equity totalled Euro 2,033.3 million
compared to Euro 2,049.8 million of December
2016.

Nexi payments S.p.A.

The company, of which Nexi holds 98.745% of
the share capital, ended the year with an EBITDA
of € 229407 million (+36.3% compared to 2016)
and a pre-tax profit of € 122988 million, lower
than in the previous year (-68.7%) which includ-
ed the extraordinary proceeds related to the sale
of the Visa Europe membership to Visa Inc.

The 2017 business performance led to a total
management of approximately 16.2 million cards
and over 29 billion transactions.

The activities are analysed below in relation to
the three main lines of business managed by the
company:

e|ssuing and acquiring activities under direct li-
cense and on behalf of Banks;

e Servicing activities;

© POS and ATM terminal management activities.



Issuing and acquiring activities under Direct Li-
cense and on behalf of Banks

e The card range recorded growth compared to
2016 (+8.8%), reaching over 9.6 million cards at
the end of the period, thanks to the increase
in the stock of prepaid cards made during the
year;

o The breakdown by product of the new issues
of the year (2 million cards) reflects a general
increase in all products compared to the pre-
vious period;

o The breakdown by product of cards in circula-
tion at the end of the year shows an increase
in prepaid products, albeit with an increasing
percentage weight of the Classic / Revolving
cards (28.6%);

e The total spending of the owners amounted
to about Euro 30.2 billion and recorded, com-
pared to 2016, a growth of 4.8%, with positive
performance both of the Direct License mod-
el (+3.3%) and the model on behalf of Banks
(+89%);

o The average use of credit cards under Direct Li-
cence, which is confirmed among the highest
in the reference market, has increased (+4.6%),
also due to the promotional and spending
stimulation initiatives implemented during
2017,

e Acquiring transaction volumes amounted to
approximately € 619 billion, up (+18.5%) com-
pared to 2016; growth also influenced by the
acquisition of the Acquiring business units of
Monte dei Paschi di Siena and Deutsche Bank
for the management of incremental Pagoban-
comat volumes. Net of the inorganic increase,
growth is + 99% compared to 2016;

o Overall, the number of transactions managed
by issuing and acquiring reported a growth of
23.5%.

Activities under Servicing

o The stock of cards managed on behalf of third
party licensees totaled approximately 6.6 mil-
lion cards, up 17%, performance driven by
credit cards (+2.4%);

o The number of features linked to national debit
cards (€ 309 million) is down compared to that
of 2016 (-0.8%), even with the stock of debit
cards (€ 1.7 million) slightly up (+04%);

eThe total number of transactions managed
(1,679 million) is up compared to last year
(+1.8%).
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Terminal management activities

eThe stock of managed Pos (725 thousand
units), composed of e-commerce terminals
(over 20 thousand units) and physical (about
705 thousand units), has significantly increased
due to the acquisitions made during the year
by the Merchant service business units of Ban-
ca Monte dei Paschi di Siena and Deutsche
Bank (+33.4%);

o ATM managed terminals amounted to 92
thousand units and fell compared to last year
(-0.7%) as a result of the rationalization of
the branch network by some client banking
groups.

The main economic indicators of 2017 com-
pared with those of 2016, show the following
results:

e The income statement, as at 31 December 2017,
reports a result for the period of € 83425 mil-
lion compared to € 329909 million as at 31 De-
cember 2016 (-74.7%);

o Net revenue and commission income amount-
ed to € 552.847 million, compared to € 470.070
million in 2016 (+17.6%);

e Net interest income margin totalled at € -12.420
million, while in 2016 reported € - 8.009 million
(+551%);

e Payroll costs amounted to € 44.006 million,
compared to € 38199 million in 2016 (+15.2%);

o Administrative expenses totalled € 308 453 mil-
lion, compared to € 283.278 million in 2016, with
an increase of 89%.

The Balance Sheet, as at 31 December 2017, re-
ports total assets of € 3,632.5 million, compared
with € 2,7919 million of 2016.

In particular:

e Receivables amounted to € 2,572.2 million
compared to € 2,391.8 million in 2016;

e Tangible assets amounted to € 83.2 million
compared to € 84.2 million in 2016;

e Payables amounted to € 2,298.5 million, com-
pared to € 1,618.5 million in 2016, and the in-
crease is due to the greater need for funding;

e Funds amounted to € 13.0 million compared to
€13.6 million in 2016.

The commercial activity of Nexi Payments in
2017 was characterized by coordinated action on
all business lines and customer segments, with
particular attention to innovation and value cre-
ation for the partner banks.
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An integrated program of involvement initia-
tives was launched in 2017 with the objective
of strengthening the value of the Partnership
with Banks, aimed at ensuring continuous up-
dating of the commercial strategy of the offer
and presentation of the main developments in
terms of technological innovation and market.
The meetings were also occasions to discuss the
main challenges and strategic opportunities of
the market and gather ideas and suggestions on
possible paths to be taken to develop the digital
payment market in Italy.

During the month of November, the annual con-
vention “What’s Next?” dedicated to the Partner
Banks was also organized, an opportunity for the
presentation of the Nexi Payments commercial
strategy and for sharing the news of the offer in
all business areas.

In reference to the activities of monitoring and
commercial stimulation, in collaboration with
the Banks, commercial activities were carried out
during the year aimed at increasing the dissemi-
nation and use of payment instruments.

In particular, the following commercial activities
were carried out:

e Incentive plans targeted at the growth of the
range of cards, the support of the issue of in-
ternational debit, premium and commercial
products, and the growth of the POS portfolio;

e Promotional activities aimed at further stim-
ulating the networks of partner banks in the
growth of the transaction and in customer ac-
quisition / retention;

©“B2C” promotional activities dedicated to a
targeted selection of partner banks, aimed at
encouraging credit card issue and at the same
time the use of the cards and the membership
of the new cardholders to loyalty and digital
services;

e Relaunch of the most advanced version of pre-
paid cards, equipped with new features that
characterize the product at the top of the mar-
ket;

e Expansion of acceptance networks by mer-
chants;

e Participation in calls for tender issued by major
banks for the management of e-money in the
field of issuing, acquiring and management of
POS terminals;

e Support activities, through work sessions aimed
at participating in Nexi Payments initiatives and
in network training sessions, aimed at sharing
the value of the e-money offer.

During the vear, the boost to commercialization
of the new licensed international debt product
continued, which represents a further opportu-
nity for growth for the partner banks in the field
of electronic payments, making it possible to of-
fer its customers an authorized payment instru-
ment for use on all channels without any credit
risk.

The international debit card can also meet the
needs of banking customers also in the e-com-
merce sector: growth forecasts see further ac-
celeration in the use of the product which will
generate a strong growth in volumes over the
next few years.

In 2017, Nexi Payments also relaunched the com-
mercial offering for issuing and acquiring activi-
ties for third party licensees, extending the offer
contents of the licensed model and the offer of
innovative products to clients under servicing
and the management of POS and ATM terminals.

Within the scope of the services for the Public
Administration, the commercial activities to-
wards the Partner Banks intensified during the
period to promote digital payments within the
treasury services that are proposed to Public
Bodies.

Starting from the month of October, the range
of services has been enriched with a new ser-
vice able to manage the revenues deriving from
transactions carried out through physical POS via
the pagoPA® system, giving the possibility to the
public bodies to open to the Node of Payments,
also their own physical acceptance network. The
service is certified by the Agency for Digital Italy.

The Company has also expanded its business
proposition with Apple Pay features, a new pay-
ment system for cardholders in possession of
Apple products, implemented in collaboration
with some partner banks.

In the second half of the year the commercial
offer was enriched with the Nexi Business App,
an innovative tool that enhances and completes
the products and services that the Partners
Banks can offer to their merchants.

In 2017, the Nexi Payments Purchasing Observa-
tory widened its scope of observation, from that
of purchases to electronic payments. Alongside
the analysis of the monthly trend in purchas-
es and spending behaviuor at times of the year
with a higher seasonality, new insights of greater
depth and specificity were realized, able to re-
spond directly and in a more univocal way to the
requests of the press.



Help line S.p.A.

The subsidiary Help Line S.p.A., of which Nexi
holds 70% of the share capital, recorded an EBIT-
DA of Euro 14 million.

Income taxes amounted to Euro 1.8 million,
therefore, Net Profit amounted to negative Euro
5.7 million.

The Company carries out activities mainly for the
Nexi Group, but also operates for some major
Italian banks, supporting their clients 24 hours a
day, 365 days a year.

In 2017, work continued on improving the pro-
cesses for managing contacts with clients, with
the aim of improving internal efficiency and con-
taining costs.

Projects were launched to ensure constant im-
provement of the quality of the services offered
to clients, through Customer Satisfaction activi-
ties that allow to receive timely feedback on the
degree of customer satisfaction.

Oasi S.p.A.

The subsidiary Oasi S.p.A., of which NEXI holds
100% of the share capital, reported an EBIT-
DA of € 95 million, compared to € 8.7 million
of the previous year (+10.3%). Operating reve-
nues amounted to € 275 million, down by 1.8%
compared to the previous year; operating costs
amounted to € 235 million, in line with 2016
(03%). Current and prepaid taxes € 682 thou-
sand and the one-off extraordinary provision for
group restructuring and the management of the
redundancy incentive of € 1.8 million, lead to a
Net Profit of € 1.5 million. In order to direct the
entire organization on the core business of re-
porting and anti-money laundering, as part of
the restructuring, the activities for ICT Security
and Internal Controls were abandoned. Consid-
ering the result on the same scope of business,
revenues rose by 16.2% and EBITDA by 24%.

The Oasi business was carried out with regular-
ity and consistency with respect to the project
plans. New initiatives and services were added
to traditional products and the major project
for the innovation of IT solutions for reqgulatory
reporting and anti-money laundering has been
largely completed. In particular:

o for the supervisory reports, all the updates re-
quired by the new European and national su-
pervisory regulations were carried out, and the
first European report so-called Asset Encum-
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brance for all OASI customer intermediaries
were sent to the authorities within the pre-
scribed time limits. In synergy with the Parent
Company, an important project was launched
to provide all OASI clients with the new ser-
vice for forwarding the reporting of the Cen-
tral Credit Register via the Internet, rather than
through the national interbank network (RN -
rete nazionale interbancaria). In addition, plan-
ning activities were undertaken for the new re-
quirements on Financial Statements and Finrep
(Financial Reporting) IFRS 9;

ein the anti-money laundering area, the new
solution called GIANOS 4D was designed and
presented to banks, insurance companies and
other intermediaries, which allows the man-
agement of the formalities required by the new
European and national AML-CFT regulations;
important system integration projects have
been implemented and the expansion of out-
sourcing services has begun; the consultancy
for the self-assessment of AML-CFT risks was
completed in relation to the Bank of Italy re-
quirements and training was carried out on the
GIANOS systems in agreement with ABI Servizi.

Bassilichi S.p.A.
and subsidiaries

The subsidiary Bassilichi S.p.A., of which Nexi
holds 100% of the share capital, reported a con-
solidated EBITDA of € 12.7 million in 2017 com-
pared to €10.5 million of the previous year (22%).

Operating revenues amounted to € 1661 million,
up compared to the previous year (€ 142.0 mil-
lion) thanks to the Payments Services business
unit (+30%). Operating costs amounted to €
-1534 million, benefit from the cost containment
program (both direct and indirect) launched in
2017. Annual depreciation and amortization for
€ -151 million, financial charges € -2.8 million,
income taxes € -19 million and extraordinary in-
come items € -579 million lead to a Net Loss for
the year of € -651 million.

In regard to the extraordinary income compo-
nents, which have most influenced the negative
result for the year, we note (i) the impact gen-
erated by the lower valuations of the assets that
took place after the changes in estimates (net of
adjustments to IFRS) for € 279 million on the val-
ues of some equity investments, the value of the
properties and the full write-down of deferred tax
assets; (i) the effects of some transactions oc-
curred concurrently with the sale of the majority
stake in Bassilichi to Nexi for € 22.7 million main-
ly related to tax conciliations as well as to certain
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transactional agreements concluded between
Bassilichi and Banca Monte dei Paschi di Siena.

The activities of the former Bassilichi group after
its entry into Nexi were carried out on a regular
basis and, consistently with the plans and pro-
jects envisaged, mainly focused on the group’s
overall rationalization program and the redefini-
tion of its financial structure, incorporating the
following initiatives:

e Following the establishment of the new admin-
istrative body and the control bodies, the Man-
agement of the company started, in Septem-
ber 2017 a process of in-depth analysis on the
financial and capital situation and the transition
to the IFRS standards with reference to 30/06,
then extended to 30/09, which led to the re-
capitalization of Bassilichi by Nexi in December
2017 (capital increase of € 100 million);

e The former Bassilichi group, with a view to op-
timizing the processes, implemented the pro-
cesses and harmonized the Nexi policies at all
levels of the organization. With regard to pro-
cesses in particular, a system of planning and
control and monthly reporting, both account-
ing and management, was implemented, con-
sistent with the information needs required by
Nexi and the Bank of Italy regulatory system;

e From the operational point of view, 2017 saw
the launch of a comprehensive plan to reduce
direct and indirect operating costs, started in
collaboration with Nexi, to exploit any possi-
ble synergy of group-level spending while at
the same time reducing costs under a “stand
alone” logic;

e Consistent with the above, Bassilichi has,
thanks to the financial contribution of Nexi,
refinanced its financial indebtedness at more
advantageous interest rates and cost in order
to achieve material savings on the financial ex-
pense in this regard;

e The rationalization of the former prodromal
group to the future integration plans involved
all the business lines, segregating, within
the company in Bassilichi, a dedicated divi-
sion called “Business Service” that includes all
the lines of business not relevant to the core
business of Bassilichi and Nexi. Management
is currently evaluating the best path for the
enhancement of these lines of business, also
through the possibility of transfer to third par-
ties;

e|n addition, a process was launched for the
valuation of non-strategic equity investments,
which in part has already reverberated its ef-
fects in 2017 with the sale of the investment in
Alfazero;

e Bassnet, a company in which Bassilichi holds
about 49%, is particularly important in the
portfolio of the investee companies. Towards
the last months of 2017 Bassnet embarked on
its own path of resolution of the business crisis
which it is experiencing; a path that could lead
to the liquidation of the Company during 2018.

The former Bassilichi group includes:

e Bassilichi S.p.A. which operates in the Payments
sector and in the Business service sector.

-The company, within the Payments sector,

offers services related to the management of
electronic payments (POS, Digital Commerce
Carda management) as well as interbank
corporate banking, cash automation / cash
management (Teller cash Recycle / Teller As-
sist Units and Automated Teller machine) and
self-service devices;
In regard to the business service sector, the
company offers services related to the man-
agement of the entire process cycle to sup-
port the business, including data entry - back
office, administrative / accounting, passive -
digitalization and contact centre. In the busi-
ness service area, integrated security services
are also included, including installation, man-
agement and maintenance of systems as well
as video surveillance and cash and surveil-
lance management. This area also includes
Fleet management, namely the management
of workstations and Licensing.

In the financial year 2017, the company reported
operating revenues totalling € 150.3 million.

e Moneynet Sp.A, whose share capital is 61% held
by Bassilichi S.p.A. and 39% by Consorzio Triveneto
Sp.A. s a Hybrid Payment Institute, authorized by
the Bank of Italy pursuant to and for the purposes
of art. T14-novies of Legislative Decree. 1 Septem-
ber1993, n. 385 (and subsequent amendments).

In the financial year 2017 the company recorded
operating revenues totalling € 7.3 million.

e Consorzio Triveneto S.p.A., whose share capital
is 64.25% held by Bassilichi S.p.A. and 35.75% by
Nexi, it operates in the Payments sector, offer-
ing its customers services related to the man-
agement of electronic payments (POS, Digital
Commerce Carda management).

In the financial year 2017 the company recorded
operating revenues totaling € 35.3 million.

e Bassilichi CEE D.o.o, whose share capital is
80% held by Bassilichi S.p.A. and 20% by other
shareholders, offers its customers services re-
lated to electronic payment management, as
well as ATM maintenance and management.
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In the financial year 2017, the company recorded e Basmart S.rl, whose share capital is 95% held
operating revenues totalling € 4.3 million. by Bassilichi S.p.A. and 5% by other partners, it
is specialized in the realization of projects and
services with high technological content for the
historical artistic heritage, culture and leisure.

e Arsblue D.o.o, whose share capital is 40.8%
held by Bassilichi and 59.2% by other sharehold-
ers, is dedicated to software development for

tsyst .
payment systems In the financial year 2017 the company recorded

ti totaling € 1.5 million.
In the financial year 2017 the company recorded operating revenues totaling mien

operating revenues totalling € 1.6 million.

The following table shows the main financial statements indicators for year 2017:

NEXI GROUP - HIGHLIGHTS AND MAIN INDICATORS YEAR 2017 YEAR 2016 % CHANGE

Statement of financial position highlights (€'000)

Loans and receivables with customers 2,910,913 2,844,529 2.3%
Loans and receivables with banks 835,116 747,676 n.7%
Financial assets 2,727,915 3,371,105 -19.1%
Tangible/Intangible assets 2,119,069 1,360,544 55.8%
Total assets 12,593,382 10,662,098 18.1%
Direct funding from customers 7,789,484 6,255,341 24.5%
Indirect funding from customes (assets under administration) 54,162,935 51,660,230 4.8%
Equity 2,050,841 2,059,082 -04%

Income statement highlights (€'000) (*)

Net interest income 38,857 36,281 71%
Net fee and commission income and revenue from services 811,702 648,043 25.3%
Operating income 855,945 688,527 24.3%
Personnel expense 171,846 137,919 24.6%
Operating costs 552,001 461,236 19.7%
EBITDA 303,944 227,291 33.7%
Profit for the year 79,092 103,998 -239%
Loans and receivables with customers / Total assets 23.1% 26.7%
Loans and receivables with banks / Total assets 6.6% 7.0%
Financial assets / Total assets 21.7% 31.6%
Direct funding from customers / Total assets 73.1% 76.5%
Indirect funding from customers / Total funding from customers 87.4% 89.2%

Profitability ratios (%)

Profit / (equity - profit) (ROE) 4.0% 53%
Net interest income / Operating income 4.5% 5.3%
Fee and commission income and revenue from services / Operating income 94.8% 94.1%
Operating costs / Operating income (Cost income ratio) 64.5% 67.0%

Credit risk ratios (%)
Net impaired loans and receivables with customers / Net loans and receivabls
with customers - -

limpairment losses on loans and receivables with customers / Gross impaired
loans and receivables with customers 90.9% 92.2%

Total net impaired assets / Equity - -

Productivity indices (€'000)

Average number of employees (FTE) 2,667 1,784 49.5%
Operating income / Average number of employees 321 386 -16.8%
EBITDA / Average number of employees na4 127 -10.5%
Personnel expense / Average number of employees 64 77 -16.6%

(*) The economic data can be formal in the reclassified income statement included in the management report.
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Dear Shareholders,

Financial statement
Highlights

A summary of the consolidated results recorded
in the accounts as at 31 December 2017 is provid-
ed below.

Statement of financial position

The group’s financial position and performance
are illustrated by the key figures of its statement
of financial position and income statement set
out below.

ASSETS

(millions of €)

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s s0000ssscscssscscssscsessssse

Financial assets held for trading
Available-for-sale financial assets
Held-to-maturity investments

Loans and receivables with banks
Loans and receivables with customers
Equity investments

Non-current assets

Other assets

Total assets

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s s0000ssscscssscscssscsessssse

LIABILITIES

(millions of €)

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s s0000ssscscssscscssscsessssse

Due to banks

Due to customers

Other liabilities

Post-employment benefits

Provisions

Equity

Equity attributable to non-controlling interests
Profit for the year

Total liabilities

31.12.2017 31.12.2016
17.4 13.2
2,710.5 3,3579
5.0 159

835.1 747.7
2,9109 2,844.5
12.1 10.1
2,107.0 1,350.4
3,995.4 2,3223
12,593.4 10,662.1
31.12.2017 31.12.2016
1,692.1 1,567.1
7,789.5 6,255.3
981.6 710.3
22.6 20.6

519 373
1,971.7 1,955.1

5.0 124

79.1 104.0
12,593.4 10,662.1

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s s0000ssscscssscscssscsessssse

At December 2017, the group has total assets of
€12,5934 million compared to € 10,6621 million
at the end of the previous year.

Aglance at the various asset captions shows that:

e financial assets held for trading amount to
€174 million against € 13.2 million at 31 decem-
ber 2016;

» available-for-sale financial assets come to
€2,710.5 million compared to € 3,3579 million at

the end of 2016, mainly consisting of govern-
ment bonds.

¢ held-to-maturity investments amount to
€ 50 million and comprise bank bonds (31 De-
cember 2016: € 159 million). The reduction is
mainly a result of redemption of certain bonds
that reached maturity;

¢ loans and receivables with banks amount to
€ 8351 million compared to € 7477 million at the
previous reporting date. The increase is princi-



pally due to the higher deposits and to the re-
verse repos with banks at the reporting date;

eloans and receivables with customers
amount to € 29109 million compared to €
2,844.5 million at 31 December 2016;

* equity investments amount to € 121 mil-
lion compared to € 101 million at the previous
year-end;

e non-current assets amount to € 2,070
million against € 1,350.4 million at 31 Decem-
ber 2016. The increase is mainly attributa-
ble to the goodwill recognized as a result of
the acquisition of merchant books by
Deutsche Bank and BMPS and the acquisition
of Bassilichi;

e other assets of € 39954 million (31 Decem-
ber 2016: € 2,322.3 million) include cash and
cash equivalents of € 3,243.3 million, tax assets
of €103.7 million and other assets of € 6484
million. The increase mainly refers to the
greater liquidity deposited with central banks.

With respect to liabilities:

edue to banks amounts to € 16921 million
compared to € 1,5671 million at 3112.2016.
The increase is principally due to the higher
deposits with banks at the reporting date;

N
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e due to customers comes to € 77895 million
against € 6,2553 million at the previous year-
end. The increase is mostly due to the higher
volume of funding from customers and to re-
verse repos in place at end of the period;

eother liabilities amount to € 9816 million
compared to € 710.3 million at the end of 2016
and include financial liabilities held for trading
of € 67 million, hedging derivative of € 5.5 mil-
lion related to the hedging of Visa Inc. in port-
folio, tax liabilities of € 50.0 million and other
liabilities of € 9194 million;

* post-employment benefits total € 22.6 mil-
lion compared to € 20.6 million at the end of
2016. The increase is due to the acquisition of
Bassilichi;

e provisions amount to € 519 million compared

to € 373 million in the previous year-end;

e equity attributable to the owners of the parent
comes to € 1971.7 million compared to € 195511
million at the previous year-end;

* equity attributable to non-controlling
interest amount to € 5.0 million at compared
to €124 million at the end of year 2016.
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Income statement The EBITDA amount to € 303944 million com-
pared to € 227291 million at 31 December 2016
(+33.7%) and a profit amount to € 79092 million

(2016: €103998 million).

The December 31st 2017 figures are compared at
the same period of last year in the following table.

NEXI GROUP - INCOME STATEMENT

YTD december, 31 (€/000) 2017 YEAR 2016 YEAR % CHANGE
Net fee and commission income 811,702 648,043 25.3%
Net interest income 38,857 36,281 71%
Net trading/hedging income 4,748 3,676 29.2%
Dividends from equity investments and AFS 638 527 21.2%
Operating revenue 855,945 688,527 24.3%
Payroll and related costs -171,846 - 137919 24.6%
Production costs -111,196 - 91,045 221%
ICT costs - 218,140 -186,151 17.2%
General expenses -48,170 - 37,580 28.2%
Administrative expenses - 549,352 - 452,695 21.4%
Other net operating expenses/income 5,046 3,280 53.9%
Net accruals for risks and charges -7,695 -11,820 -349%
Operating costs (net of DA) -552,001 - 461,235 19.7%
EBITDA 303,944 227,291 33.7%
Depreciation and amortization - 57,301 - 36,643 56.4%
Operating profit 246,643 190,648 29.4%
Depr.&Amort. (customer contract) -10,523 -10,523 -
Share of gains/losses of investees 24,372 18 n.a.
Non recurring/extraordinary items -157,172 - 55,291 184.3%
Pre-tax profit 103,320 124,852 -17.2%
Income taxes - 24,854 -19,268 29.0%
Profit to non-controlling interests 626 -1,586 -139.5%
Group Net profit 79,092 103,998 -23.9%

........................................................................................................................................................

With respect to the operating revenue:

* Net fee and commission income amount to
€ 811.702 million, up on the same period of pre-
vious year figure of € 648.043 million (+25.3%);

*Net interest income come to € 38.857 million
for 2017 increased from € 36.281 million for 2016
(+71%);

eNet trading/hedging income amounts to
€ 4748 million compared to € 3.676 million on
same period last year (+29.2%);

eDividends from equity investment and
AFS amount to € 0.638 million against € 0.527
million (+21.2%);

With respect to the Operating costs:

ePayroll and related costs amount to €
171.846 million compared to € 137919 million for
2016 (+24.6%);

e Production costs come to € 111196 million
against € 91.045 million of the same period of
last year (+22.1%);

¢ICT costs amount to € 218140 million com-
pared to € 186151 million for the previous year
(+172%):

¢ General expenses amount to € 48170 million
against € 37580 million of the same period of
last year (+28.2%);

eOther net operating expenses/income
amounts to € 5046 million compared to
€ 3.280 million for 2016 (+539%);

e Net accruals for risks and charges amount
to € 7695 million against € 11.820 million for
2016 (-34.9%):

Operating costs thus come to € 552.001 million
compared to € 461.235 million for the same peri-
od of the last year (+197%).



EBITDA thus come to € 303944 million com-
pared to € 227291 million for 2016 (+33.7%,).

The depreciation and amortization amount
to € 57301 million compared to € 36.643 million
for 2016.

The amortisation of depository services cus-
tomer contracts amount to € 10.523 million.

The share of gains of investees amounts to
€24.372 million.

The following other negative non-recurring
components amount to € 157172 and million in-
cluding:

ecost of transformation program Advisory of
€ 39949 million;

e |osses of investees of € 3.899 million;

eincentive for voluntary redundancy and Soli-
darity Fund of € 85.246 million;

e registration taxes on operations of M&A of
€16984 million;

e brand € 5485 million;
e hiring fee € 3.870 million;

e other negative items € 1.739 million.

These components led to a pre-tax profit of
€103.320 million compared to € 124.852 million
for 2016.

After income tax expense of € 24.854 million
and the profit to non-controlling interests of
€ 0.626 million, the Group Net profit amounts
to € 79.092 million.

Forecast development of
management

During 2018, the Nexi Group will be able to ben-
efit from a general, albeit moderate, economic
recovery, although the level of interest rates re-
mains extraordinarily low.

The Nexi Group will leverage the initiatives pro-
vided for in the new 2017-2021 Business Plan, ap-
proved on 9 February 2017 aimed at maintaining
a sustainable level of profitability over time, max-
imizing the value of the Group’s components
and maintaining an increasingly efficient cost
structure.

Reports and Consolidated Financial Statements MNEXI

Impairment of assets

It is specified that the Explanatory Notes pro-
vide information regarding the asset valuation
process subject to verification of any impair-
ment (impairment test) on the subject of basic
assumptions, methodologies and parameters
used.

In addition, and in relation to disclosure, the Ex-
planatory Notes report fundamental informa-
tion on the following elements:

Definition of cash generating units (CGU);
Allocation of goodwill to each CCU;

lllustration of the criterion used to estimate the
recoverable value when the latter is based on
value in use;

lllustration of the criterion used to estimate the
recoverable value when the latter is based on
the fair value;

Description of the sensitivity analysis of the im-
pairment test results with respect to changes in
the underlying assumptions;

Remarks on the potential presence of external
indicators of impairment and in the absence of
write-downs of assets following the impairment
procedure.

Information on
financial risks

Information on the nature and extent of finan-
cial risks to which the Group is exposed is pro-
vided below.

Credit risk

Refer to the same section of the individual finan-
cial statements for the exposure of the Nexi Par-
ent Company as a “second level bank” to this risk.

Nexi Payments, instead, is exclusively exposed
to credit risk in relation to the issue of cards un-
der “Direct Issuing” and in connection to which
there is an actual lending process and continu-
al oversight over credit risk. The other types of
credit originate from operational anomalies in
the following activities:
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Issuing Bank where there may be debits on
blocked cards and for which the bank, following
the reporting of the block, is no longer exposed
to the relative credit risk;

Acquiring, e.g. re-debiting to merchants follow-
ing disputes or the failure to pay commissions on
the part of the merchants.

Market risk

Since this risk is present exclusively in the Par-
ent Company, exposure to this risk is illustrated
in the same section of the individual financial
statements.

Liquidity risk

Liquidity is managed in a centralized manner by
Nexi for all the Group companies, for which the
exposure to liquidity risk is illustrated in the same
section of the individual financial statements.

Interest rate risk

Interest rate risk is managed in a centralized
manner by Nexi for the entire Banking Group, so
that exposure to this risk is illustrated in the same
section of the individual financial statements.

Business continuity

Considering the following indicators pertaining to
the Parent Company and the Group companies:

Financial indicators

No situation involving a capital deficit or net
negative working capital;

No loans with fixed or upcoming expiration
dates without positive prospects of renewal or
reimbursement; there is not an excessive de-
pendency on short-term loans to finance long-
term activities;

No indications of cessation of financial support
from financing entities and other creditors;

No past or pro-forma financial statements re-
porting negative cash flows;

Primary economic-financial indices are not neg-
ative;

No significant operational losses or significant
impairments of assets generating cash flows;

No omission or discontinuity in the distribution
of dividends;

Capacity to pay debts on expiration dates;

Capacity to comply with the contractual clauses
of loans;

Management indicators

No situation involving a capital deficit or net
negative working capital;

No loans with fixed or upcoming expiration
dates without positive prospects of renewal or
reimbursement; there is not an excessive de-
pendency on short-term loans to finance long-
term activities;

Other indicators

No share capital decreases below legal limits or
which were not in compliance with other legal
norms;

No legal and fiscal disputes which, in the case of
a loss, could result in obligations of reimburse-
ment that the companies of the Group are not
capable of respecting;

No legislative changes or government policies
which could result in unfavourable effects to the
companies of the Group,

The Directors confirm the reasonable expecta-
tion that the Group will continue its operations
in the near future and that, as a result, the fi-
nancial statements for the year 2017 have been
drafted from the perspective of business conti-
nuity. Thus, no symptoms have been identified
within the assets and financial structure of the
group and in the operational trends that could
constitute cause for uncertainty on business
continuity.



Rating

The rating agency Standard & Poor’s confirmed,
during the 2017 financial year, the long-term rat-
ing of Nexi S.p.A. and Nexi Payments S.p.A. at
BB-, with stable outlook.

Similarly, the rating agency Moody’s confirmed
a “Corporate Family Rating” CFR with a stable
outlook.

Reports and Consolidated Financial Statements MNEXI

Significant events after the
reporting period

On 8 February 2018, the Bank of Italy initiated an
inspection with regard to Nexi Payments, aimed
at assessing compliance with the law on the
transparency of transactions and the correct-
ness of relations with clients.

Milan, 21 March 2018
THE BOARD OF DIRECTORS
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Consolidated financial statements
as at 31 December 2017

CONSOLIDATED BALANCE SHEET

(€000)
ASSETS 31.12.2017 31.12.2016
10. Cash and cash equivalents 3,243,281 1,798,784
20. Financial assets held for trading 17,424 13,193
40. Available-for-sale financial assets 2,710,491 3,357,912
50. Held-to-maturity investments 4,966 15,933
60. Loans and receivables with banks 835,116 747,676
70. Loans and receivables with customers 2,910,913 2,844,529
100. Equity investments 12,102 10,105
120. Property, equipment and investment property 217,658 185,112
130. Intangible assets 1,889,309 1,165,327
including goodwill 1760,623 1064,160
140. Tax assets 103,732 78,149
a) current 45,402 22985
b) deferred 58,330 55,164
including convertible into tax assets (Law no. 214/2011) 40,253 40,344
160. Other assets 648,390 445,378
Total assets 12,593,382 10,662,098
LIABILITIES 31.12.2017 31.12.2016
10. Due to banks 1,692,051 1,567,113
20. Due to customers 7,789,484 6,255,341
40. Financial liabilities held for trading 6,722 8,067
60. Hedging derivatives 5,520 -
80. Tax liabilities 50,004 56,062
a) current - 16,732
b) deferred 50,004 39330
100. Other liabilities 919,308 646,141
110. Post-employment benefits 22,567 20,596
120. Provision for risks and charges 51,903 37,317
a) pension and similar obligations 881 940
b) other provisions 51022 36,377
140. Valuation reserves 90,429 65,863
170. Reserves 1,690,553 1,698,454
180. Share premium 148,242 148,242
190. Share capital 42,557 42,557
200. Treasury shares (-) -32 -32
210. Equity attributable to non-controlling interests (+/-) 4,982 12,379
220. Profit for the period (+/-) 79,092 103,998

Total liabilities and equity 12,593,382 10,662,098
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2017

2016
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INCOME STATEMENT
(€000)
10. Interest and similar income
20. Interest and similar expense
30. Net interest income
40. Fee and commission income
50. Fee and commission expense
60. Net fee and commission income
70. Dividends and similar income
80. Net trading income
90. Fair value adjustments in hedge accounting
100. Profit (loss) on disposal or buy-black of:
b) available for-sale financial assets
120. Total income
130. Net impairment losses on:
a) loans and receivables
b) available-for-sale financial assets
140. Net financial income
180. Administrative expenses:
a) personnnel expenses
b) other administrative expenses
190. Net accruals to provisions for risks and charges
Depreciation and net impairment losses on property, equipment and
200. investment property
210. Amortisation and net impairment losses on intangible assets
220. Other operating income, net
230. Operating costs
240. Share of profits of investees
270. Net gains on sales of investments
280. Pre-tax profit from continuing operations
290. Income taxes
300. Post-tax profit from continuing operations
320. Profit for the period
330. Profit for the period attributable to non-controlling interests
340. Profit for the period attributable to the owners of the parent

72,732
-33,718
39,014
1,078,507
-592,824
485,683
1,494
3,764
999

7,01
701
537,965
-6,695
-2,796
-3899
531,270
-757,582
-261849
-495,733
2,522

-29,246
-38,578
377,574
-445,31
17,367
-7
103,320
-24,855
78,466
78,466
626
79,092

65,095
-28,119
36,976
984,073
-573,587
410,486
né
3,672
300

300
451,550
-4,458
-2,246
-2,212
447,092
-557,545
-155,608
-401937
-2,981

-23,328
-23,838
285,434
-322,258
18
124,852
-19,268
105,584
105,584
-1,586
103,998
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STATEMENT OF COMPREHENSIVE INCOME

(€000)

CAPTIONS 2017 2016
10. Profit for the period 78,466 105,584
Items, net of tax, that will not be reclassified subsequently to profit or loss

40. Defined benefit plans -35 501
Items, net of tax, that will be reclassified subsequently to profit or loss

100. Available-for-sale financial assets 24,950 -3,608
130. Other comprehensive income (expense), net of tax 24,915 -3,107
140. Comprehensive income (10 +130) 103,381 102,477
150. Comprehensive income attributable to non-controlling interests -277 1,635

160. Comprehensive income attributable to the owners of the parent 103,658 100,842
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2016

(€000)
ALLOCATION CHANGES FOR THE YEAR
YEAR PROFIT
EQUITY TRANSACTIONS w wOo
‘;’ Q in' FELS
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Share capital:
a) ordinary shares 45045 - 45045 - - 4139 - - - - - - - - 42557 1,349
b) other shares - - - - - - - - - - - - - - - -
Share premium 148,356 - 148,35 - - -46 - - - - - - - - 148,242 68
Reserves:
a) income-related 632,850 - 632,850 2,380 - 1,062,159 - - - - - - - - 1,687606 9782
b) other 10,848 - 10,848 - - - - - - - - - - - 10,848 -
Valuation reserves 237918 - 237918 - - -168,898 - - - - - - - 3107 65,863 50
Equity instruments - - - - - - - - - - - - - - - -
Interim dividend - - - - - - - - - - - - - - - -
Treasury shares 32 - 32 - - - - - - - - - - - 32 -
Profit for the year 95,206 - 95206 2380 -92,826 -455 - - - - - - - 105584 103998 1130
Equity attributable to the
owners of the parent 1,144,559 - 1,144,559 - -90,363 904,047 - - - - - - 100,842 2,059,084 -
Equity attributable to
non-controlling interests 25,633 - 25633 - 2463 -12426 - - - - - - - 1,635 - 12379
STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2017
(€000)
ALLOCATION CHANGES FOR THE YEAR
YEAR PROFIT
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Share capital:
a) ordinary shares 43906 - 43906 - - 305 - - - - - - - - 42,557 1,654
b) other shares - - - - - - - - - - - - - -
Share premium 148,310 - 148,310 - - 4 - - - - - - - - 148,242 72
Reserves:
a) income-related 1,697,389 - 1697389 39 - 14,240 - - - - 1,679,705 3,483
b) other 10,848 - 10,848 - - - - - - - - - 10,848
Valuation reserves 65913 - 65,913 - - - - - - - - - 24915 90,429 400
Equity instruments - - - - - - - - - - - - -
Interim dividend - - - - - - - - - - - - -
Treasury shares 32 - -32 - - - - - - - - - 32
Profit for the year 105,128 - 105128 -39 -105,089 - - - - - - - 78,466 79,092 -626
Equity attributable to the
owners of the parent 2,059,084 - 2,059,084 - -103,982 7917 - - - - - 103,658 2,050,841
Equity attributable to

non-controlling interests 12,379 - 12,379 - 1007 -6013 - - - - - - - -277 4982
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STATEMENT OF CASH FLOWS (Indirect method)

(€000)
A. OPERATING ACTIVITIES 31.12.2017 31.12.2016
1. Operations 174,250 176,002
- profit for the year 79,092 103,998
- net gains on financial assets held for trading and 106 37

financial assets/liabilities at fair value through profit or loss - -

- net impairment losses 6,695 4,458
- net impairment losses on property, equipment and investment property and intangible assets 67,824 47166
- net accruals to provisions for risks and charges and other costs/revenues -2,522 2,981
- unpaid taxes and duties 24,855 19,268
- other adjustments -1,800 -1,906
2. Cash flows generated by financial assets 337,056 406,319
- financial assets held for trading -4,337 5,509
- financial assets at fair value through profit or loss - 209,225
- available-for-sale financial assets 617,830 -615,642
- loans and receivables with banks: on demand -85,931 80,010
- loans and receivables with banks: other - -
- loans and receivables with customers -69,132 690,123
- other assets -121,374 37094
3. Cash flows used by financial liabilities 1,598,745 1,254,874
- due to banks: on demand 42,930 -73,454
- due to banks: other - -
- due to customers 1,522,385 1,708,114
- securities issued - -
- financial liabilities held for trading -1,345 3,160
- financial liabilities at fair value through profit or loss - -
- other liabilities 34,775 -382,946

Net cash flows generated by (used in) operating activities A 2,110,051 1,837,195
B. INVESTING ACTIVITIES
1. Cash flows generated by - -

- sales of equity investments -1,888 -
- dividends from equity investments - 415
- sales/repayments of HTM investments 11,000 16,000
- sales of property, equipment and investment property - 2,731
- sales of subsidiaries and business units 16,390 -

2. Cash flows used to acquire - -
- equity investments - -
- HTM investments -

- property, equipment and investment property -22,287 -26,481
- intangible assets -41,478 -41,556
- subsidiaries and business units -624,828 -

Net cash flows used in investing activities B -663,091
C. FINANCING ACTIVITIES
- issue/repurchase of treasury shares

- issue/purchase of equity instruments
- dividends and other distributions -2,463 -11,910
Net cash flows used in financing activities C -2,463 -11,910

NET CASH FLOWS FOR THE YEAR D=A+/-B+/-C 1,444,497 1,776,395
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RECONCILIATION
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Financial statements captions

Opening cash and cash equivalents 1,798,784 22,389
Net cash flows for the year 1,444,497 1,776,395
Closing cash and cash equivalents G=E+/-D+/-F 3,243,281 1,798,784
key

(+) generated
(-) used
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Notes to the consolidated
financial statements

Part A - ACCOUNTING POLICIES

A.1- GENERAL PART

SECTION 1 - Statement of compliance

Pursuant to Regulation (EC) no. 1606 of 19 July 2002, the NEXI Group has prepared these consolidated financial statements at
31 December 2017 in compliance with the International Financial Reporting Standards (IFRS) issued by the International Ac-
counting Standards Board (IASB) and endorsed by the European Commission. They were introduced into Italian law with Legis-
lative decree no. 38/2005.

The group applied the IFRS enacted at 31 December 2017 and Bank of Italy’s instructions about financial statements issued in its
Measure of 22 December 2005, the related Circular no. 262 and subsequent amendments, pursuant to art. 43 legislative decree
no. 136/2015.

It did not make any departures from the IFRS.

SECTION 2 - Basis of presentation

The consolidated financial statements at 31 December 2017 comprise a statement of financial position, an income statement, a
statement of comprehensive income, a statement of changes in equity, a statement of cash flows and these notes.

They are accompanied by a directors’report which comments on the group’s performance, its results of operations and financial
position.

The group’s presentation currency is the Euro and the amounts shown in the consolidated financial statements and these notes
are in thousands of Euros.

The group has applied the recognition and measurement criteria established by the IFRS endorsed by the European Commis-
sion and the general assumptions in the Framework for the preparation and presentation of financial statements issued by the
IASB.

The following paragraphs illustrate the amendments made to several accounting standards issued by the IASB and validated by
the European Commission, which were applicable on a mandatory basis from FY 2017:

e Reqgulation (EU) no. 1989 of 9 November 2017 -“Recognition of Deferred Tax Assets for Unrealised Losses (Amendments to IAS
12)” amends IAS 12 Income Taxes to address diversity in practice around the recognition of a deferred tax asset that is related to
a debtinstrument measured at fair value that has arisen because of uncertainty about the application of some of the principles
in IAS 12.

e Reqgulation (EU) no. 1990/2017 of 9 November 2017 “Disclosure Initiative (Amendments to IAS 7)” amends IAS 7 Statement of
Cash Flows to clarify that entities shall provide disclosures that enable users of financial statements to evaluate changes in
liabilities arising from financing activities.

e Regulation (EU) no. 2018/182 of 7 February 2018 “Annual Improvements to IFRS Standards 2014—2016 Cycle”, amends IFRS 1 First-
time adoption of IFRS, IFRS 12 Disclosure of investments in other entities and 1AS 28 Investments in associates and joint ventures.



Notes to the consolidated financial statements - Part A - Accounting policies N€XI -47

Regarding to the amendment of IAS 28, the IASB clarified that the election to measure at fair value through profit or loss an in-
vestment in an associate or a joint venture that is held by an entity that is a venture capital organisation, or other qualifying entity,
is available for each investment in an associate or joint venture on an investment-by-investment basis, upon initial recognition

The application of the above-illustrated amendments did not have any significant impact on the Financial Statements.

The following table shows the new standards or amendments with the related endorsement regulations. Their application is
mandatory from 1January 2018 (for entities whose reporting period is the calendar year) or subsequently.

ENDORSEMENT
REGULATION NAME STANDARD/INTERPRETATION YEAR OF APPLICATION
2016/2067 IFRS 9 Financial Instruments 2018
2017/1988 Amendments to IFRS 4 Applying IFRS 9 Financial Instruments with IFRS 2018
4 Insurance Contracts
2016/1905 IFRS 15 Revenue from contracts with customers 2018
2017/1987 Clarifications to IFRS 15 Clarifications to IFRS 15 Revenue from Con- 2018
tracts with Customers
2017/1986 IFRS 16 Leases 2019
2018/182 Annual Improvements to Amendments to IFRS 1 First-time Adoption of 2018
IFRS Standards 2014-2016 International Financial Reporting Standards, (forthe IFRS 1
Cycle IFRS 12 Disclosure of Interests in Other Entities, and IAS 28
IAS 28 Investments in Associates and Joint amendments)
Ventures

0 000000000000000000000000000000 000000000000000000000000000000000 6000000000000000000000000000000000000000000000000000000000000ssesessesesnsscsssosscscsnse

With reference to IFRS 9, Nexi Group, during 2016 and 2017, has conducted a project in order to identify the main areas of impact
and to establish the reference method framework for the classification, measurement and impairment of financial assets.

The project scope has included the design and the approval of IFRS 9 application quidelines by the Board of Director and the
subsequent udpate of internal accounting policy.

In particular, for the classification and measurement of debt financial instruments, the analysis highlighted the following:

- Business Model: the Business Models have been defined and approved by the Board of Directors and the internal accounting
policy have been updated. We also proceeded to allocate the financial instruments in the Defined Business Model Portfolio; in
particular, the trading and the loan portfolios will not change and will be allocated respectively in the IFRS 9 "Other” and "Held
to collect” (HTC) portfolios. The portfolio of debt instruments classified in the 1AS 39 portfolio of instruments available for sale
will be allocated in the business model "Held to collect or sale” (HTCS).

- SPPI (Sole payment of Principal and Interest) test: the internal accounting policy has been updated and a market solution has
been purchased to perform the SPPI test. Furthermore, an analysis was carried out on the current stock of financial assets
classified in the HTC and HTCS portfolios, which showed that some instruments classified in the HTCS portfolio didn’t passed
the SPPI test. Since under IAS 39 standard these instruments are classified in the Available For Sale portfolio, the transition to
the new IFRS9 standard needs to reclassify the difference between fair value and carrying amount as at 31 December 2017, from
the Valuation Reserve to “Retained Earnings’, without any impact on the total Net Equity. The subsequent valuations will be
recognized to profit and loss.

With reference to the classification of the equity instruments in the portfolio, we have highlighted the following:

- Instruments held for trading purposes: there are no impacts because these instruments are already measured at fair value
through the income statement for I1AS 39 purposes;

- Capital instruments other than the previous: for these instruments, classified in the portfolio of instruments available for sale
for IAS 39 purposes, the decision taken by the Bank to use the option envisaged by IFRS 9 that allows the measurement of these
instruments at fair value against Shareholders' equity and does not generate any impact on the Bank's net equity. The treat-
ment mentioned before need to reclassify the accumulated losses on the portfolio’ instruments from the Retained Earnings
to the Valuation Reserve.

Regarding to the Impairment rules, a simulation was carried out over to the portfolio at 31 December 2017. The simulation
shows that there are very limited impacts because the Group's loan portfolio mainly consists of current account related to
the services provided by the Group, short term loans related to the e-money services, that are almost fully guaranteed by the
bank partners, and by the short-term trade receivable. No substantial differences were found between the valuation model
with Probability of Default to 1year (for loans classified in stage 1) and with probability of default life time (for loans classified
in stage 2). The model in use is already based on the probability of default to 1year and the changes aforementioned did
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not generate impacts. The analyses carried out with reference to the inclusion of looking forward variables have shown the
absence of significant impacts, considering the characteristics of the loan portfolio and the low amount of the provision
recorded for performing loans by the Group.

With reference to the amendments of Hedge accounting rules, Visa shares hedging relationships, started in September 2017 is the
only transaction that falls in this accounting model. Consequently, the Group decided to apply IFRS9 instead of maintaining IAS 39.

Since this hedging relationships is qualified for hedge accounting in accordance with I1AS 39 and also for IFRS 9, is regarded as
continuing hedging relationships, with the requirement to rebalance the IAS 39 hedge ratio if necessary and recognize any
impacts in the income statement. No rebalancing is necessary as at 31 December 2017, because the hedge ratio calculated in
accordance with IAS 39 is the same as that calculated for IFRS 9 purposes.

Therefore, the transition to IFRS 9 will not have any impact on the Group's shareholders' equity but only the reclassification of
the "Hedging Result" from the Retained Earnings to the Valuation Reserve, as a result of the fair value valuation of the object
hedged against equity.

The changes related the accounting treatment of "own credit risk" will not have any impact because this cases are not present in
the consolidated financial statements of Nexi Group.

With reference to IFRS 15, Nexi Group decided to apply the prospective implementation with cumulative effect. Consequently,
the transition date to the new standard is 1January 2018. The impacts have been determined with reference only to the contracts
that have not been completed as the date of first implementation.

The analysis conducted with reference to January 1, 2018, highlighted the following:

- Identification of contracts with customers: no significant impacts were identified.

- Contracts with multiple performance obligations: Performance obligations, in the majority of cases refer to routinary or re-
curring services. For this reason it’s applicable the exception envisaged by IFRS 15 that consider the individual contractual
obligations, such as a single performance obligation. The only impact relates to some up front fee that under IFRS 15 should
be included in the total consideration of the service provided and the revenues from sale of software are considered as a
transfer of right of access that should be recognized straight line basis in relation to the useful life of the underlying contracts.
The change in accounting treatment requires to reverse from the Retained Earnings as at 1January 2018 revenues and costs
that for IFRS 15 purposes are attributable to subsequent financial years.

- Determination of the transaction price: The group has analysed the potential impact arising from “variable consideration”. In
particular existing contracts in some limited cases, include bucket considerations or periodic adjustments according to the
volumes billed for services. The frequency of accounting of the adjustments, generally, does not exceed the solar year. There-
fore, this variable consideration does not affect the annual financial statements of Nexi Group.

- Allocation of the transaction price to the performance obligations: The contracts including more performance obligations
generally refer to recurring services, for which, there is not the application of significant rebates and consequently there are
no significant impacts.

- Revenue recognition: There are no significant impacts due to the nature of Nexi Group revenues.

Following the summary of the estimates up to date relating to the impacts on the Net Equity of Nexi Group as at 31 December
2017 due to the application of the accounting standards applicable from 1January 2018. These estimates are on going in particu-
lar with reference to Bassilichi Group, acquired during the year.

ESTIMATED ESTIMATED ESTIMATED

AS REPORTED ADJUSTMENTS ADJUSTMENRS ADJUSTED OPENING

AT 31 DECEMBER DUE TO ADOPTION DUE TO ADOPTION BALANCE AT

(€/million) 2017 OF IFRS 9 OF IFRS 15 T1JANUARY 2018
Valuation Reserves 90.3 (0.3) 0.0 90.0

Retained Earnings 1,690.5 0.3 (4.4) 1,686.5

Shareholders Equity 2,050.7 ! 2,046.3
NCI 5.0 0.0 (0.0) 5.0
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With reference to IFRS16, the project has been started at the end of 2017 and will continue in 2018.
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The group applies the measurement criteria assuming that it will continue as a going concern and in accordance with the prin-
ciples of accruals, materiality and significance of the financial data and the principle of substance over form.

The consolidated financial statements and the notes present corresponding prior year figures.

The directors’ report and these notes include all the information required by the IFRS, the law and Bank of Italy, as well as addi-
tional disclosures which are not mandatory but are deemed useful to give a true and fair view of the group’s financial position
and results of operations.

Basis of presentation of the consolidated financial statements

Statement of financial position, income statement and statement of comprehensive income

They comprise captions, subcaptions and additional information. Revenue is shown without a plus sign while costs are shown
with a minus sign in the income statement.

Statement of changes in equity

This statement shows changes in equity during the year split between share capital, equity-related reserves, income-related
reserves, valuation reserves and the profit (loss) for the year. Treasury shares are offset against equity. The parent has not issued
equity instruments other than ordinary shares.

Basis of presentation of the notes

These notes include the information required by Bank of Italy’s Circular no. 262/2005 and the additional information required
by the IFRS.

The accounting policies described below have been adopted to disclose all the information in the consolidated financial state-
ments.

SECTION 3 — Basis of consolidation

The group has established the consolidation scope in accordance with IFRS 10 - Consolidated financial statements. Accordingly,
the concept of control is fundamental to consolidation of all types of entities. It exists when the investor concurrently:

- has power over the investee

- is exposed, or has rights, to variable returns from its involvement with the investee;

- has the ability to affect those returns through its power over the investee.

Therefore, the group consolidates all types of entities when all three control elements exist.
When an entity is directed mainly through exercise of voting rights, control exists when the investor holds more than half the
voting rights.

In other cases, the assessment of control is more complex and requires the greater use of judgement as it is necessary to con-
sider all the factors and circumstances that give control over the investee (de facto control).

In the case of the Nexi Group, all the consolidated entities are directed mainly through voting rights. Accordingly, the group
did not have to exercise special judgements or make significant assumptions in order to establish the existence of control over
subsidiaries and significant influence over associates.

The financial statements at 31 December 2016 of the parent and consolidated companies were used for consolidation purposes,
after being reclassified and adjusted to comply with the consolidation requirements and the IFRS.
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Investments in subsidiaries are consolidated by combining the captions of the statement of financial position and income state-
ment on a line-by-line basis, making the following adjustments:

(a) the carrying amount of the parent’s investment in each subsidiary and the parent’s portion of equity of each subsidiary are eliminated;

(b) the equity and profit or loss attributable to non-controlling interests are recognised separately.

Positive differences arising from the above adjustments are recognised as goodwill in caption “130 Intangible assets” at the date of
first consolidation after allocation to the subsidiary’s assets and liabilities. Any negative differences are recognised in profit or loss.

Intragroup assets and liabilities, off-statement of financial position transactions, income and expense and profits and losses
among the consolidated companies are eliminated.

The income and expenses of a subsidiary are included in the consolidated financial statements from the acquisition date.
The income and expense of a subsidiary that is sold are included in the income statement up to the sales date, i.e,, until the date
when the parent ceases to control the subsidiary.

Pursuant to IAS 28, the consolidated financial statements also include the results of associates, i.e., entities over which the group has signif-
icant influence and the power to participate in directing its financial and operating policies without having control or joint control. These
investments are measured using the equity method which entails the initial recognition of the investment at cost and its subsequent meas-
urement using the equity method. The group’s share of the associate’s profit or loss is recognised separately in the income statement.

The difference between the investment’s carrying amount and the group’s share of its equity is included in the investment’s
carrying amount.

If there is indication of impairment, the group estimates the investment’s recoverable amount, considering the discounted
future cash flows that the investee may generate, including the investment’s costs to sell. When the recoverable amount is less
than the investment’s carrying amount, the difference is recognised in profit or loss.

At present, the group is not a party to joint arrangements as defined by IFRS 11in the form of joint ventures (the ventures have
rights to the arrangement’s net assets).
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1. Investments in fully controlled subsidiaries

TYPE OF INVESTMENT
COMPANY OPERATING REGISTERED RELATIONSHIP «++eecceeerrenmmmmnimunnieeeeeeennnunnnnn VOTING
NAME OFFICE OFFICE 1) INVESTOR INVESTMENT % RIGHTS % (2)
1. Oasi-Diagram S.p.A.  Milan Milan 1 Nexi S.p.A. 100.00 100.00
2. Nexi Payments S.p.A.  Milan Milan 1 Nexi S.p.A. 98.74 98.74
Cividale del Friuli ~ Cividale
3. Help Line S.p.A. / Milan del Friuli 1 NexiS.p.A. 98.74 98.74
Florence/Bologna/ Milan
Siena/Sassari/
Rome/ Milan/
4, Bassilichi S.p.A. Padova 1 Nexi S.p.A. 100.00 100.00
5. Consorzio Padova
Triveneto S.p.A. Padova 1 NexiS.p.A. 26.09 26.09
Bassilichi S.p.A. 64.26 64.26
6. Moneynet S.p.A. Palermo Palermo 1 Bassilichi S.p.A. 61.00 61.00
Consorzio
Triveneto S.p.A. 39.00 39.00
7. Bassmart S.r.l. Florence Florence 1 Bassilichi S.p.A. 95.00 95.00
8. Bassilichi CEE Beograd
Belgrado Beograd 1 Bassilichi S.p.A. 80.00 80.00
9. Ars Blue Beograd Beograd 1 Bassilichi CEE 51.00 51.00
10. Bassilichi CEE
Banja Luka Banja Luka BanjaLuka 1 Bassilichi CEE 100.00 100.00
11. Bassilichi Podgorica ~ Beograd Beograd 1 Bassilichi CEE 100.00 100.00
Key

(1) Type of relationship:

1= majority of voting rights at ordinay shareholders' meetings

2 =dominant influence at ordinary shareholders' meeting

3 =shareholder agreements

4 = othe forms of control

S =single management as per art.26.1 of Legislative decree no.87/92
6 =single management as per art.26.2 of Legislative decree no.87/92

(2) Voting rights at ordinay shareholders' meetings, differenttiating between effective and potential voting rights

The Nexi banking group includes the following companies:

e NexiS.p.A,;

e Oasi Diagram - Outsourcing Applicativo e Servizi Innovativi S.p.A., operating company;
e Help Line S.p.A, operating company;

e Nexi Payments S.p.A,, financial company included in the register of payment institutes as per article 114-septies of the Conso-
lidated Banking Act.

e Bassilichi S.p.A,, operating company;
e Consorzio Triveneto S.p.A., operating company;

e Moneynet S.p.A, financial company included in the register of payment institutes as per article 114-septies of the Consolidated
Banking Act.

e Bassmart Srl., operating company;

e Bassilichi CEE Belgrado, operating company;;
o Ars Blue, operating company;

e Bassilichi CEE Banja Luka, operating company;
e Bassilichi Podgorica, operating company.

As well as the above consolidated banking group companies, the group includes the following associates at 31 December 2017:

o HI-MtfS.p.A., in which the parent has a 25% interest;

e Unione Fiduciaria S.p.A., in which the parent has a 24% interest;
e Win Join in which the parent has a 24% interest;

e Rs Record store in which the parent has a 30% interest;

o |CT Logistica in which the parent has a 33% interest;

® BASSNET SrL in which the parent has a 49.67% interest;

© CONSORZIO ENGBAS in which the parent has a 50% interest;
o ALFAZERO S.p.A. in which the parent has a 39.74% interest;

e K Red in which the parent has a 50% interest.
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2. Significant judgements and assumptions applied to define the consolidation scope
As stated above and given the group’s current structure, where control is principally based on voting rights held, there were
no situations that would have made it necessary to make specific judgements or make significant assumptions to define the

consolidation scope.

This is also true for the associates, where significant influence is basically attributable to the voting rights held by the group.

3. Investments in consolidated companies with significant non-controlling interests

3.1 Non-controlling interests, their voting rights and dividends distributed to them

COMPANY NAME INVESTMENT % VOTING RIGHTS % (1) DIVIDENDS

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000 0000000000000000000000000000000s 6000csesesssscsesssssscscsnsacses

1. Help Line Spa 30% 30% -

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000 0000000000000000000000000000000s 6000csesesssscsesssssscscsnsacses

(1) Availability of votes at ordinary shareholders’ meetings

3.2 Investments with significant non-controlling interests: financial information

(Euro)
OTHER
PROPERTY, com-
EQUIPMENT PRE-TAX PREHENSI-
AND INVEST- PROFIT VE INCOME, Com-
MENT PRO- FROMCON-  POST-TAX  PROFIT  NETOF PREHENSIVE
com- CASHAND PERTY AND NET TINUING PROFITFROM  FORTHE  INCOME INCOME (3)
PANY TOTAL CASHEQUI- FINANCIAL INTANGIBLE FINANCIAL INTEREST ~ TOTAL OPERATING  OPERA- CONTINUING YEAR TAXES =
NAME ASSETS ~ VALENTS  ASSETS ASSETS LIABILITIES EQUITY EXPENSES EXPENSES COSTS TIONS OPERATIONS (1 2 M+(2)
1. Help
LineSpa 23302272 488 6,522,672 2,888,839 793 793 7437200 7437991 -5656,724 -5656,724 75823 -5,580,901

000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sesscssccscrssoccscsoscs

4. Significant restrictions

There are no significant restrictions to the exercise of voting rights for the investments in subsidiaries and associates.

5. Other information

Given the group’s structure, there is no other information that needs to be disclosed.

— Events after the reporting period

No events took place after the reporting date that would have had a significant effect on the group’s financial position, results of
operations or cash flows or that would have required adjustments to the financial statements captions.

— Other aspects

There is no other information that needs to be disclosed, including with respect to the Bank of Italy/Consob/IVASS document
no. 6 of 8 March 2013.
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A.2 - KEY FINANCIAL STATEMENTS CAPTIONS AT 31 DECEMBER 2017

Accounting policies
1- Financial assets held for trading
Classification

A financial asset is classified as held for trading if it is:
e acquired principally for the purpose of selling it in the near term;

e part of a portfolio of identified financial instruments that are managed together and for which there is evidence of a recent
actual pattern of short-term profit-taking;

e 3 derivative (except for a derivative that is an effective hedging instrument).

Derivatives are recognised under assets when they have a positive fair value and under liabilities when they have a negative fair
value.

Recognition

Debt and equity instruments are recognised at their settlement date while derivatives are recognised at their trading date.
Financial assets held for trading are initially recognised at fair value, which is usually the transaction price, net of any directly
attributable transaction costs.

Measurement

After initial recognition, financial assets held for trading are measured at fair value. Any resulting fair value gains or losses are
recognised in caption 80 “Trading income (expense)” of the income statement. Interest accrued on these assets is recognised
in caption 10 of the income statement “Interest and similar income”, although interest and/or other income and expense on
trading derivatives are recognised in caption 80 “Trading income (expense)” of the income statement.

Section 17 - Other information provides information on the calculation of fair value of listed financial instruments. Equity in-
struments and derivatives hedging equity instruments are maintained at cost when it is not possible to calculate their fair value
reliably.

Derecognition

Financial assets or parts of financial assets are decognised when the contractual rights to cash flows expire or are transferred,
transferring substantially all the related risks and rewards.

2 - Available-for-sale financial assets

Classification

This category includes non-derivative financial assets that are not classified as loans and receivables, financial assets held for
trading, held-to-maturity investments or financial assets at fair value through profit or loss.

Recognition

They are initially recognised at the settlement date and measured at fair value, which includes the directly related transaction costs.
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Measurement

AFS financial assets are subsequently measured at fair value with recognition of amortised cost in profit or loss and the fair value
gains or losses in a specific equity reserve until the asset is derecognised or an impairment loss is recognised. Gains or losses rec-
ognised in equity are reclassified to profit or loss when the asset is sold. The interest coming from the application of amortized
cost are accounted to profit and loss.

Realised gains or losses are recognised in caption 100 “Net profit (loss) on sale or repurchase” of the income statement.
Fair value is calculated using the same criteria applied to financial assets held for trading.

Equity instruments included in this category and derivatives hedging equity instruments are maintained at cost when it is not
possible to calculate their fair value reliably.

The group tests its assets for impairment at each reporting date. When there is a significant or prolonged decline in fair value, the
group recognises it in profit or loss as the difference between the asset’s carrying amount (acquisition cost net of impairment
losses already recognised in profit or loss) and fair value. Fair value losses are significant when they exceed 20% of the cost and
prolonged if they have existed for over nine months.

If the fair value of a debt instrument increases in a subsequent period and this increase is objectively due to an event that took
place in a period after that in which the impairment loss was recognised in profit or loss, the impairment loss is reversed and the
related amount is recognised in the same income statement caption. The reversal may not generate a carrying amount higher
than that which would have been obtained by measuring that asset at amortised cost had the loss not been recognised. Impair-
ment losses on shares, recognised in profit or loss, cannot be reversed through profit or loss but only directly through equity.

Derecognition

Financial assets or parts of financial assets are decognised when the contractual rights to cash flows expire or are transferred,
transferring substantially all the related risks and rewards.

3 - Held-to-maturity investments
Classification

This category includes debt instruments with fixed or determinable payments and fixed maturities that the group has the ability
and intention to hold to maturity. If it is no longer appropriate to maintain an asset as classified as held to maturity following a
change in the group’s intentions or ability, it is reclassified to “AFS financial assets”.

Recognition
HTM investments are initially recognised at cost, being the fair value of the amount traded, including any directly related costs
and income.

Measurement

After initial recognition, HTM investments are measured at amortised cost using the effective interest method. Fair value gains
or losses are recognised in profit or loss when the investments are derecognised.

At each reporting date, the group tests the HTM investments for impairment. The impairment loss, if any, is the difference between
the asset’s carrying amount and the present value of estimated future cash flows, discounted using the original effective interest rate.
Impairment losses are recognised in profit or loss. When the reasons for impairment are no longer valid as a result of an event
that took place subsequent to recognition of the impairment loss, it is reversed through profit or loss.

Derecognition

Financial assets or parts of financial assets are decognised when the contractual rights to cash flows expire or are transferred,
transferring substantially all the related risks and rewards.
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4 - Loans and receivables
Classification

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market.

Recognition

Loans and receivables are initially recognised at the agreement signing date, which is usually the disbursement date, based
on the financial instrument’s fair value, which usually equals the amount disbursed including transaction costs or revenue at-
tributable to the individual loan or receivable and determinable from the transaction start date, even when they are disbursed
subsequently. The initially recognised amount does not include costs that, despite having the above characteristics, are to be
reimbursed by the counterparty or that are administrative costs.

Measurement
After initial recognition, loans and receivables are measured at amortised cost using the effective interest method.
Interest is recognised in caption 10 “Interest and similar income” of the income statement.

Loans and receivables are tested for impairment at each reporting date to determine whether there is objective evidence of
impairment due to events subsequent to initial recognition. Indication of impairment is based on one or more events that took
place after initial recognition that have an impact on the estimate of future cash flows of a financial asset or a group of financial
assets that can be measured reliably.

Loans and receivables tested individually for impairment include positions classified as non-performing, doubtful or restruc-
tured as per the Bank of Italy regulations. Assets not tested individually or for which impairment has not been identified are
tested collectively.

The individual impairment test measures the difference between the carrying amount and present value of estimated future
cash flows discounted at the position’s original effective interest rate.

Estimated cash flows include guarantees securing the debtor’s exposure and their probable enforcement. When enforcement
of the guarantees is unlikely, the group uses their present value, while if it is probable that they will be enforced, the group con-
siders their realisable value net of the costs to be incurred for enforcement.

Impairment losses are recognised in caption 130 “Net impairment losses” in the income statement.

Loans and receivables are reinstated to their original value in subsequent periods when the reasons for impairment are no
longer valid, as long as this assessment is objectively linked to an event that took place after recognition of the impairment loss.
Reversals of impairment losses are recognised in the income statement and may not exceed the position’s amortised cost had
the impairment loss not been recognised.

Loans and receivables that are not tested individually for impairment are tested collectively. They are grouped into categories
based on their risk and the related impairment loss percentages are estimated considering historical data, based on elements
observable at their measurement date, so as to estimate each category’s unrealised loss. The impairment test considers the
counterparty’s country risk. Collective impairment losses are recognised in profit or loss.

Derecognition

Financial assets or parts of financial assets are decognised when the contractual rights to cash flows expire or are transferred,
transferring substantially all the related risks and rewards.
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7 - Equity investments
This caption includes equity-accounted investees as described in section 3 — Basis of consolidation.

Investments in entities other than subsidiaries and associates are classified as AFS financial assets and treated accordingly
(see point 2).

8 - Property, equipment and investment property
Classification

This caption includes land, owner-occupied property, investment property, furniture and fittings and all equipment. It also com-
prises assets under finance lease.

Recognition

Assets acquired on the market are recognised as assets when the main risks and rewards of title are transferred. Initial recogni-
tion is at cost, which includes all directly related charges.

Land is recognised separately, including when it is purchased together with the building, using the component approach. It is
separated from the building based on third party appraisals.

The cost of extraordinary maintenance that increases the item’s future economic benefits is capitalised while other ordinary
maintenance costs are expensed.

Measurement

Property, equipment and investment property are subsequently measured at cost adjusted by accumulated depreciation and
any impairment losses/reversals of impairment losses.

The depreciable value of property and equipment equals their cost as the residual value after depreciation is not deemed signif-
icant. Depreciation is charged systematically on a straight-line basis over the assets” estimated useful life to reflect their techni-
cal-economic life and residual use.

The useful life of the main categories of property, equipment and investment property is as follows:

- furniture and fittings: 8 years;

- owner-occupied buildings: maximum 33 years;

- investment property: maximum 33 years;

- POS and ATM, classified as electronic equipment, are depreciated over three and seven years, respectively, as these periods
are held to reflect their useful lives.

Land is not depreciated as it has an indefinite life nor are works of art as their useful lives cannot be estimated and their value
usually increases over time.

The group tests the assets for impairment at every reporting date. If there is indication of impairment, it compares the asset’s
carrying amount to its recoverable amount being the higher of fair value and value in use.

Derecognition

Property, equipment and investment property are derecognised when sold or when no future economic benefits are expected
from their continued use or sale.
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9 - Intangible assets
Classification

An intangible asset is an identifiable non-monetary asset without physical substance able to generate future economic benefits
controllable by the entity.

Recognition

Intangible assets are recognised at cost when the principal risks and rewards are transferred, only when it is probable that the
related future economic benefits will materialise and cost can be measured reliably. Otherwise, cost is expensed in the period
inwhich it is incurred.

Measurement

All intangible assets other than goodwill are considered to have finite useful lives and are amortised in line with their cost and
related useful lives.

In particular:

- technology related intangibles, such as software acquired and software development cost, which are amortised on the basis
of their expected technological obsolescence and over a maximum period of five years. In particular, the costs incurred for
the development of software projects are considered as intangible assets and are recognised under assets only when all the
following conditions are met: i) the cost attributable to the intangible asset during its development can be measured reliably,
(ii) there is the intention, the availability of financial resources and the technical ability of making the intangible asset available
for use or sale, (i) the future economic benefits to be generated by the asset can be demonstrated. Software development
capitalised costs only comprise the costs directly attributable to the development process;

- intangible assets relating to the Depositary services, recorded following the acquisition of contracts or business units, have an
estimated useful life of ten years depending on the contractual terms.

Their residual value is taken to be nil.

At least once a year, the Group perform the impairment test of goodwill for impairment with the comparison between Carrying
Amount and Recoverable Amount.

For the intangible assets different from the goodwill, the Group tests the assets for impairment at every reporting date. If there
is indication of impairment, it compares the asset’s carrying amount to its recoverable amount being the higher of fair value and
value in use.

Derecognition

The group derecognises intangible assets when they are sold or when it does not expect to receive future economic benefits
from their continued use or sale.

Goodwill

Goodwill arising on business combinations is the difference between the consideration paid, including related costs, and fair
value of the assets acquired and the liabilities assumed at the transaction date. If the difference is positive, it is recognised as
an asset (goodwill), being a payment by the acquiree for future economic benefits to be generated by assets that cannot be
identified individually or recognised separately. If the difference is negative, it is recognised directly in profit or loss (excess cost).
Goodwill is recognised at cost, net of accumulated impairment losses. It is not amortised.

It is tested annually for impairment even if there are no indicators of impairment.

Impairment losses on goodwill are recognised in caption 260 “Impairment losses on goodwill” of the income statement.
They are not reversed in subsequent periods.
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11 - Current and deferred taxes
The group estimates current and deferred taxes.

Current taxes not yet paid in whole or in part at the reporting date are recognised as tax liabilities in the statement of financial
position. If payments on account in the current or previous reporting period exceed the related tax expense, the difference is
recognised as a tax asset.

Current and deferred taxes are recognised in caption 290 “Income taxes” of the income statement unless they relate to gains or
losses on AFS financial assets and actuarial gains and losses, which are recognised directly in the valuation reserves, net of tax.

Deferred tax assets and liabilities are recognised in the statement of financial position without offsetting as “Tax assets” and “Tax
liabilities”, respectively.

The income tax expense is calculated on the basis of an estimate of the current and deferred tax expense and income. Specifi-
cally, deferred tax assets and liabilities are calculated on the temporary differences between the carrying amounts of assets and
liabilities and their tax bases. The group recognises deferred tax assets (in caption 140.b) for deductible temporary differences
and carryfoward tax losses that will reverse in subsequent periods when it is probable that it will make a taxable profit in the same
period, according to its business plans, against which it can offset the deferred tax asset.

Deferred tax liabilities are calculated on all taxable temporary differences, excluding only reserves taxed upon distribution as, given
the amount of the taxed available reserves, the group does not expect to undertake transactions that would require their taxation.

Deferred tax assets and liabilities are calculated using the tax rates expected to be enacted in the period in which the deferred
tax asset will be recovered or the deferred tax liability extinguished, based on the ruling tax laws.

They are remeasured reqgularly to reflect any changes in the tax laws or rates or any subjective situations that not allow the re-
coverability.

12 - Provisions for risks and charges
Pension and similar provisions

Internal pension plans are considered to be defined benefit plans. The group calculates the related liabilities and current service
cost using actuarial assumptions and the projected unit credit method. This method projects future payments using historical
figures and the demographic curve and discounts these flows using a market interest rate. The discount rate is the average
market rate at the measurement date. The present value of the group’s liability at the reporting date is also adjusted by the fair
value of any plan assets.

Other provisions

The group recognises provisions for risks and charges when:
e it has a present legal or constructive obligation as a result of a past event;

e it is probable that an outflow of resources will be necessary to settle the obligation;
and

o the liability can be reliably estimated.

When the effect of the time value of money is material, the provision is discounted using the current market rates at the closing
date. Accruals and increases due to the time factor are recognised in profit or loss. Where discounting is used, the increase in
the provision due to the passage of time is recognised as interest expense.

Provisions and contingent liabilities are reviewed at the end of each reporting period and adjusted to reflect the current best
estimate. If it is no longer probable that an outflow of resources embodying economic benefits will be required to settle the
obligation, the provision is reversed.
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13 - Liabilities and Securities issued
Classification

An issued financial instrument is classified as a liability when, based on the substance of the contractual agreement, the group
has a contractual obligation to deliver cash or another financial asset to another party.

Due to banks and customers include funding obtained on the interbank market and from customers, including through repur-
chase agreements and the placing of bonds and certificates of deposit.

They also include finance lease liabilities.

Recognition

Amounts due to banks are recognised at the contract agreement date, which is usually when the bank receives the funds and
issues the debt instruments.

Financial liabilities are initially recognised at fair value, which is normally the amount received or the issue price, plus the directly
related costs/income. Internal administrative costs are excluded.

Measurement

After initial recognition, financial liabilities are measured at amortised cost using the effective interest method.

Interest is recognised in caption 20 “Interest and similar expense” of the income statement.

Derecognition

Financial liabilities, or parts thereof, are derecognised when they are extinguished, i.e, when the obligation is complied with,
cancelled or has expired.

They are also derecognised when previously issued securities are repurchased. The difference between their carrying amount
and the amount paid to repurchase them is recognised in profit or loss.

If the repurchased security is subsequently placed on the market again, this is treated as a new issue and is recognised at the
new placement price.

14 - Financial liabilities held for trading

This caption includes derivatives held for trading with negative fair values.

All financial liabilities held for trading are measured at fair value and the fair value gains or losses are recognised in profit or loss.
The measurement and recognition criteria are identical to those used for financial assets held for trading.

15 - Hedging transactions

Classification

Asset and liability items include financial hedging derivatives, which at the date of the financial statements or interim report
showed a positive and negative fair value, respectively.

Hedges seek to neutralise potential losses recognisable on a given financial instrument or a group of financial instruments, attri-
butable to a specific risk, by offsetting them with the gains recognisable on a different financial instrument or group of financial
instruments in the event that said risk should actually materialise.
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With reference IAS 39 hedges model, Company’s hedging transcations only relate to a single fair value hedges transaction, which
seek to hedge exposure to changes in the fair value of a specific financial asset, attributable to exchange rate and price risk.

As states by IFRS 9 the derivative instruments is designated as hedges provided that the hedging relationship between the hed-
ged instrument and the hedging instruments is formally documented, and it is effective at the time of origination of the hedge
and prospectively throughout its entire life. The hedge effectiveness is assessed at each balance sheet date or interim reporting
date, using:

e prospective tests, that justify the application of hedging accounting in that they demonstrate its expected effectiveness;

e retrospective tests, demonstrating the hedge’s actual effectiveness achieved over the period being examined.

Recognition

The hedging derivative instrument is recognised at a value equal at the transaction date.

Measurement

Hedging derivatives are designated at fair value and the changes in fair value of the hedged element are offset by the changes in
fairvalue of the hedging instrument. Said offsetting is recognised by charging the changes in value referring both to the hedged
element (referring to the changes generated by the underlying risk factor), as well as to the hedging instrument to the income
statement, in the caption “hedging result”. Any resulting difference, which represents the partial ineffectiveness of the hedge,
represents the net effect on the income statement.

If the hedging transaction is discontinued, the hedged instrument returns to being measured based on the criteria in use in its
original category.
Derecognition

If hedging effectiveness test failed, the hedging transaction is discontinued and the derivative instrument is classified within
trading transactions.

Moreover the hedging transaction is discontinued when:
e the derivative instrument expires;

e the hedging instrument is derecognized.

16 - Foreign currency transactions

Initial recognition

Upon initial recognition, a foreign currency transaction is translated into the functional currency using the spot exchange rate
ruling at the transaction date.

Subsequent measurement

Foreign currency assets and liabilities are retranslated into Euros at each subsequent reporting date using the following criteria
- monetary items are retranslated using the closing rates;

- non-monetary items measured at historical cost are retranslated using the transaction-date exchange rates;
- non-monetary items measured at fair value are retranslated using the closing rates.
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Exchange rate differences arising from the settlement of monetary items are recognised in profit or loss in the period in which
they arise; exchange rate differences on non-monetary items are recognised in equity or in profit or loss in line with the method
used to recognise the gains or losses that include this component.

Foreign currency costs and revenue are translated at the exchange rate ruling on their recognition date or, if they have not been
realised, at the closing spot rate.

18 - Other information

Post-employment benefits

The Italian post-employment benefits (TFR) are a form of deferred remuneration paid to employees when they leave the group.
They accrue over the employment term and are recognised under personnel expense.

Following the Italian supplementary pension reform introduced with Legislative decree no. 252 of 5 December 2005, benefits ac-
cruing from1January 2007 are calculated without using an actuarial approach as the group’s liability is limited to its contribution
defined by the Italian Civil Code (defined contribution plan as per IAS 19).

Post-employment benefits vested up to 31 December 2006 continue to be considered defined benefit plans under IAS 19,
Accordingly, the related obligation is subject to actuarial valuation using the projected unit credit method. This method projects
future payments using historical statistics and the demographic curve and discounts these flows using a market interest rate.
The rate used to discount the post-employment benefit obligation (both funded and unfunded) varies from country to country.
It is determined by reference to market yields at the end of the reporting period on high quality corporate bonds. The term of
the corporate bonds is consistent with the estimated term of the post-employment benefit obligations.

Specifically, the amount recognised as a liability in caption 120.a) equals the net balance of the obligation’s present value at the
reporting date, the sum of any actuarial gains or losses, less any pension costs for past service not yet recognised and the current

value of plan assets, if any, at the reporting date that will be used to directly extinguish the obligation.

Starting from the 2013 consolidated financial statements, the group has recognised actuarial gains and losses in the statement
of comprehensive income as required by the revised IAS 19.

Before that, they had been recognised immediately in profit or loss.

Interest accrued on the net liability continues to be recognised.

Treasury shares

Repurchased treasury shares are directly offset against equity. No gain or loss on the repurchase, sale, issue or extinguishment of
these shares can be recognised in profit or loss. Any amounts paid or received for these shares are recognised directly in equity.

The group has set up the specific reserve as per article 2357-ter of the Italian Civil Code.

Measurement of the fair value of financial instruments

The fair value of financial instruments is measured using the financial market prices in the case of instruments listed on active
markets or by using internal measurement models for other financial instruments.

An active market is a market in which transactions for the asset or liability take place with sufficient frequency and volume to
provide pricing information on an ongoing basis.

The closing date bid price and ask price are used for financial assets and financial liabilities respectively.
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The fair value of financial instruments not quoted on active markets is determined using prices of recent market transactions of
instruments with similar characteristics or by using valuation techniques based mainly on discounting cash flows. These techni-
quesinclude all the factors that the market considers to set the price. Accordingly, the models consider the time value of money
measured using the risk-free interest rate, default risks, the prepayment risk and the volatility of the financial instrument price,
as well as, if applicable, foreign currency exchange rates.

The valuation model adopted for a financial instrument is the same over time, adjusted only in the case of significant changes in
market conditions or subjective changes affecting the issuer.

Valuation models based on market parameters are used for bonds and derivatives. The calculation method also considers the
need to include the credit risk of both counterparties.

Specifically, bonds are measured by discounting the expected future cash flows of the contractual plan, adjusted for the issuer
credit risk.

This method is also used for derivatives, being interest rate swaps (IRS), overnight interest rate swaps (OIS) and options.

A fair value hierarchy has been developed for shares and an application order for the measurement methods which considers
any significant transactions involving the share in a sufficiently short time period compared to the measurement period, com-
parable transactions carried out by companies operating in the same sector and the application of financial, income and equity
analytical valuation methods.

The fair value of financial assets and liabilities carried at cost or amortised cost is disclosed in the notes and is determined as

follows:

- for non-current financial assets and liabilities, the discounted cash flow method is mainly used;

- for on demand assets and liabilities, with a short term or undetermined maturity, the carrying amount net of a collective/indi-
vidual impairment loss is deemed to reasonably reflect fair value as it reflects changes in interest rates and the issuer credit risk;

- for floating-rate and current fixed-rate securities issued, the carrying amount is deemed to adequately reflect fair value, for
the reasons set out above;

- for non-current fixed-rate liabilities, the discounted cash flow method, without considering changes in its credit spread, given
its immateriality, is used.

Measurement of fair value of non-financial assets

The fair value of investment property is only calculated for disclosure in the notes. The group uses third party appraisals consi-
dering transactions at current prices in an active market for similar real estate assets in the same location and condition and that
have the same lease and other contractual terms.

Determination of impairment losses on goodwiill

Impairment losses on goodwill are determined using the discounted cash flow method.

Guarantees issued

Guarantees issued, credit derivatives and similar instruments as per IAS 39 and subsequent impairment losses are recognised in
caption 100 “Other liabilities”.
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Income statement

Interest income and expense
Interest income and expense and related income and expense relate to cash and cash equivalents, non-derivative financial as-
sets and liabilities held for trading, AFS financial assets, HTM investments, loans and receivables, liabilities and securities issued.

Interest income and expense are recognised in profit or loss on all instruments measured at amortised cost, using the effective
interest method.

Fee and commission income and expense
They are recognised on an accruals basis.

Specifically, trading commissions on securities are recognised when the service is rendered.

Fees and commissions included in amortised cost to calculate the effective interest rate are excluded as they are recognised
under interest.

Dividends
Dividends are recognised in profit or loss when their distribution is approved.

Other income and costs
They are recognised on an accruals basis.

Business combinations

Assets and liabilities deriving from business combinations are recognised at their acquisition-date fair value. After allocating the
acquisition price to the assets acquired, liabilities assumed and contingent liabilities to obtain their fair value, any positive diffe-
rence is recognised as goodwill. After initial recognition, goodwill is tested for impairment.

If the allocation of the acquisition cost to the assets acquired, liabilities assumed (and contingent liabilities) gives rise to a nega-
tive difference, this is taken to profit or loss.

Utilisation of estimates and assumptions in the preparation of the consolidated financial statements
The consolidated financial statements captions are measured using the policies set out above.

Application of these policies sometimes involves the adoption of estimates and assumptions that may have a significant effect
on the carrying amount of assets and liabilities, income and expenses.
The use of reasonable estimates is an essential part of the preparation of financial statements but must not affect their reliability.

The financial statements captions affected to a greater extent by the use of estimates and assumptions are:

e measurement of financial assets not listed on active markets;

e measurement of intangible assets and equity investments;

e quantification of accruals to provisions for risks and charges;

e quantification of deferred liabilities.

A change in an accounting estimate may occur due to changes in the circumstances on which the estimate was based or as a
result of new information or more experience. The effect of a change in an accounting estimate is recognised prospectively by

including it in profit or loss of the period of the change and, if the change affects future periods, also in future periods.
No significant changes to the accounting estimates were made in 2016.
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A.3 Transfers between portfolios of financial assets

A.3.1Reclassified financial assets: carrying amount, fair value and effects on comprehensive income

INCOME OR EXPENSE
TYPE OF PORTFOLIO TO CARRYING IF TRANSFER HAD NOT INCOME OR EXPENSE
FINANCIAL ORIGINAL WHICHTRAN- AMOUNTAT  FAIR VALUE TAKEN PLACE FOR THE YEAR
INSTRUMENT PORTFOLIO  SFERIS MADE 31.12.2016 AT 31.12.2016 (BEFORE TAXES) (BEFORE TAXES)
FAIR VALUE FAIR VALUE
GAIN/LOSS OTHER GAIN/LOSS OTHER
™ 2) 3) @) (O] (6) (0] 8) ©9)
Avai-
Financial  lable-for-sale
1. Debt assets held financial
instruments for trading assets - - 152 -

0000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesesesosssssoscsssscsssscsse

A.3.2 Reclassified financial assets: effects on comprehensive income before transfer
No transfers among portfolios took place during the year.

A.3.3. Reclassified financial assets: effects on comprehensive income before transfer

In 2011, as the rare circumstances provided for by IAS 38 arose, the group reclassified Italian treasury credit certificates from the
HFT portfolio to the AFS portfolio.

These rare circumstances related to the international sovereign debt crisis of June 2011 and the continuously widening spread
of the German bund.

A.4 Fair value disclosure
The IFRS require that financial products classified in the HFT or AFS portfolios be measured at fair value.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between mar-
ket participants (i.e., not a forced liquidation or distress sale) on the principal market at the measurement date. Fair value is a
market-based measurement, not an entity-specific measurement. An entity shall measure the fair value of an asset or a liability
using the assumptions that market participants would use when pricing the asset or liability, assuming that market participants
act in their economic best interest.

IFRS 13 establishes a hierarchy for measuring fair value of financial instruments depending on the entity’s use of discretion, pri-
oritising the use of relevant observable inputs that reflect the assumptions that market participants would use to price assets/
liabilities.

The fair value hierarchy has three input levels:

e | evel 1: quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can access at the measu-
rement date;

e [ evel 2: inputs other than quoted prices included within Level Tthat are observable for the asset or liability, either directly (pri-
ces) or indirectly (derived from prices);

e [ evel 3: unobservable inputs for the asset or liability.

The decision about which level to use is not optional as they are to be applied in hierarchical order. Highest priority is given to
official prices available on active markets for the assets or liabilities to be measured (level 1) or assets and liabilities measured
using techniques based on parameters observable on the market other than prices (level 2) and the lowest priority is given to
assets and liabilities whose fair value is calculated using techniques that are based on unobservable inputs and which are, there-
fore, more discretional (level 3).

The group uses the reporting date market price for instruments listed on active markets (level 1).
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The fair value of financial instruments not listed on active markets is measured using techniques mainly based on discounting
cash flows. These techniques consider all the factors that the market uses to set the price which are mainly inputs observable
on the market (level 2). Specifically:

e bonds are measured by discounting the expected future cash flows of the contractual plan, adjusted for the issuer credit risk;

e derivatives, including IRSs and OISs, and options are measured using the market models that mainly use market rates as their
input, adjusted to reflect counterparty risk. This risk includes changes in the counterparty’s credit standing and in the issuer’s
credit standing (own credit risk), if material;

e 3 fair value hierarchy has been developed for shares and an application order for the measurement methods which considers
any significant transactions involving the share in a sufficiently short time period compared to the measurement period, com-
parable transactions carried out by companies operating in the same sector and the application of financial, income and equity
analytical valuation methods.

The valuation model adopted for a financial instrument is the same over time, adjusted only in the case of significant changes in
market conditions or subjective changes affecting the issuer.

The group did not have at the reporting date, nor did it trade in during the period, level 3 financial instruments, except for im-
material amounts.

Qualitative disclosure

A.4.1Levels 2 and 3: valuation techniques and inputs used
As noted above, the group does not have nor did it trade in level 3 financial instruments, except for immaterial amounts.

It measured level 2 financial instruments (mainly Swap, DCS and stock options) using market interest rates and volatility. Given
the bank’s limited operations in the unlisted derivatives segment, its transactions mainly with Italian institutional counterparties
and, with the most relevant of them, its guarantees mitigating risk, the adjustments made to the level 2 instruments to reflect
counterparty risk were immaterial.

A.4.2 Measurement processes and sensitivity
As noted above, the group does not have nor did it trade in level 3 financial instruments, except for immaterial amounts.

A.4.3 Fair value hierarchy
Transfers between the fair value levels are made to reflect changes in the instruments or its market.

Transfers from level 1to level 2 are made when there is an inadequate number of contributors or a limited number of investors
that hold the outstanding float.

Conversely, instruments that are illiquid when issued and have a small number of trades classified in level 2 are transferred to level

1when an active market exists.

A.4.4 Other disclosures
The group did not avail of the exception under IFRS 1348 to measure the net positions of groups of assets and liabilities managed
on a net basis.

The group does not hold assets, the current use of which differs from their highest and best use.



66- NE@XI - 2017 Reports and Financial Statements

Quantitative disclosure

A.4.5 Fair value hierarchy
A.4.5.1 Assets and liabilities measured at fair value on a recurring basis: breakdown by fair value level

31.12.2017 31.12.2016

ASSETS AND LIABILITIES MEASURED AT FAIR VALUE L1 L2 L3 L1 L2 L3

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssssnscsossesssscsscscssse

1. Financial assets held for trading 15,944 1,480 - 11,445 1,748 -
2. Financial assets at fair value through profit or loss

3. Available-for-sale financial assets 2,502,243 208,248 - 3,170,102 187,810 -
4. Hedging derivatives

S. Property, equipment and investment property

6. Intangible assets

Total 2,518,187 209,728 = 3,181,547 189,559 =
1. Financial liabilities held for trading 1 6,721 - 438 7,629 -
2. Financial liabilities at fair value through profit or loss

3. Hedging derivatives
Total 1 6,721 - 438 7,629 =

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssssnscsossesssscsscscssse

Key

L1=level
L2 =level 2
[3=level 3

The group did not transfer assets and liabilities between level 1and level 2 during the period.

Given the group’s limited operations in the unlisted derivative segment, the fact that it solely works with Italian institutional
counterparties and the existence of guarantees that mitigate counterparty risk, the above fair value is not significantly influ-
enced by adjustment factors for counterparty risk (credit value adjustments and/or debit value adjustments).

A.4.5.2 Changes in assets measured at fair value on a recurring basis (level 3)

FINANCIAL
ASSETS AT PROPERTY,
FINANCIAL FAIR VALUE AVAILABLE-FOR- EQUIPMENT AND
ASSETS HELD THROUGH SALE FINANCIAL HEDGING INVESTMENT INTANGIBLE
FOR TRADING PROFIT OR LOSS ASSETS DERIVATIVES PROPERTY ASSETS
LOPEMINGDAANCE, | e e e e s e s
2. Increases
2.1 Purchases
2.2 Gains recognised in:
2.2.1 Profit or loss
- including gains on
sales
2.2.2 Equity X X
2.3 Transfers from other levels
2.4 Other increases
3. Decreases
3.1Sales
3.2 Repayments
3.3 Losses recognised in:
3.3.1 Profit or loss
- including losses on
sales
3.3.2 Equity X X

3.4 Transfers to other levels

3.5 Other decreases

00 0000000000000000000000000000000000 0000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000sscsesscsssssocsscsscscsssscse

00 0000000000000000000000000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscsesscsssssocsscsscscsnsscse
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A4.54 Assets and liabilities not measured at fair value or measured at fair value on a non-recurring basis: breakdown by fair value level

31.12.2017 31.12.2016
ASSETS AND LIABILITIES NOT
MEASURED AT FAIR VALUE OR
MEASURED AT FAIR VALUE ON
A NON-RECURRING BASIS CA L1 L2 L3 CA L1 L2 L3
1. Held-to-maturity investments 4,966 4,966 - 15,933 15,933 -
2. Loans and receivables with banks 835,116 - 835,116 - 747,676 - 747,676 -
3. Loans and receivables with customers 2,910,913 - 2,910,522 391 2,844,529 - 2,844138 391
4. Investment property 69,979 - 76,130 - 71,569 - 75,320 -

5. Non-current assets held for sale
and disposal groups - - - -

6. Intangible assets - - - - - - - .

3,820,974 3,821,768 391 3,679,707 15,933 3,667,134
1. Due to banks 1,692,051 - 1,692,051 - 1,567,113 - 1,567113 -
2. Due to customers 7,789,484 - 7,789,484 - 6,255,341 - 6,255341 -

3. Securities issued - -
4. Liabilities associated with assets
held for sale - - - - - - - -

Total 9,481,535 - 9,481,535 7,822,454 - 7,822,454

000 00000000000000000000000000000000000000000000000000008000000000000000000000000000000000000000000000000000000000000000000scssosscsssssoscscscsscsssesce

Key:

CA = carrying amount
L1=levell

12 =level 2

3=level3

A.5 Information on “day one profit or loss”

Pursuant to IFRS 728 and IAS 39.AG 76, a financial instrument shall be initially recognised at an amount that is equal to its fair va-
lue, which is generally considered to be the price paid/collected from its trading. In practice, there could be a difference betwe-
en the two values. In these cases, the standard stipulates that a financial instrument can be recognised at a fair value different
from the amount paid/collected only if it is measured:

e using prices from observable current market transactions in the same instrument;

e Using valuation techniques exclusively based on observable market date as the variable factors.

In other words, I1AS 39 states that the presumption that the fair value is equal to the price paid/collected can be rebutted only if
it is determined using objective evidence that the price paid/collected does not represent the real market value of the financial
instrument being traded.

The objective evidence shall be obtained using the most objective method available, i.e, reducing valuation discretion to the
minimum.

The difference between fair value and the negotiated price, when the above conditions are met, is called the “day one profit or
loss” and is immediately taken to profit or loss.

The group did not recognise transactions of this kind in the period.
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Part B- NOTES TO THE STATEMENT OF FINANCIAL POSITION

ASSETS

SECTION 1- Cash and cash equivalents - Caption 10

1.1 CASH AND CASH EQUIVALENTS: BREAKDOWN

31.12.2017 31.12.2016

a) Cash 516 470
b) Demand deposits with central banks 3,242,765 1,798,314

Total 3,243,281 1,798,784

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

SECTION 2 - Financial assets held for trading - Caption 20

2.1 FINANCIAL ASSETS HELD FOR TRADING: BREAKDOWN BY PRODUCT

31.12.2017 31.12.2016

Seecececcecese0sesecseces0000000000000000000000000s 0000000000000 000c0c0ces0s0s0c0s0sseseceseses0s0000e
00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sesssssosscsscsnsscsncsce

A. Assets

1. Debt instruments 15,896 - - 1,406 - -
1.1 Structured instruments 182 - - 314 - -
1.2 Other instruments 15,714 - - 11,092 - -

2. Equity instruments 30 - - 13 - -

3. OEIC units 18 - - 26 - -

4. Financing - - - - - -
4.1 Reverse repurchase agreements - - - - - -
4.2 Other - - - - - -

Total A 15,944 - - 1,445 5 -
B. Derivatives

1. Financial derivatives - 1,480 - - 1,748 .

1.1 Trading - 1,480 - R 1,748 B

1.2 Associated with fair value option - - - - . -

1.3 Other - - - - - -

2. Credit derivatives: - - - - - .

2.1 Trading - - - B, _ _

2.2 Associated with fair value option - - - - , R

2.3 Other - - - - - R

Total B 1,480 = 1,748

Total (A +B) 15,944 1,480 = 11,445 1,748 =

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sesssssosscsscsnsscsncsce
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2.2 FINANCIAL ASSETS HELD FOR TRADING: BREAKDOWN BY DEBTOR/ISSUER

CAPTIONS/AMOUNTS 31.12.20717 31.12.2016

A. Assets
1. Debt instruments
a) Governments and central banks 312 190
b) Other government agencies 1,348 92
¢) Banks 1,697 10,212
d) Otherissuers 2,539 912

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

2. Equity instruments
a) Banks 6
b) Other issuers: 24 4
- insurance companies - -
- financial companies - -
- non-financial companies 24 4

- other - -

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

3. OEIC units 18 26

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

4. Financing
a) Governments and central banks - -
b) Other government agencies - -
c) Banks - -
d) Other - -
Total A 15,944 1,445
B. Derivatives
a) Banks 1,094 1,598
- Fair value 1,094 1,598
b) Customers 386 150
- Fair value 386 150
Total B 1,480 1,748

Total (A +B) 17,424 13,193

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

SECTION 4 - Available-for-sale financial assets - Caption 40
4.1 AVAILABLE-FOR-SALE FINANCIAL ASSETS: BREAKDOWN BY PRODUCT

31.12.2017 31.12.2016

Seecececcecesecsesecsecessecesecsesecsesesecseseses 0000000000 cececesececesesececes0scscscsssses0sRses

CAPTIONS/AMOUNTS L1 L2 L3 L1 L2 L3

1. Debt instruments 2,501,990 - - 3,169,903 - -
1.1 Structured instruments - - - - - -
1.2 Other instruments 2,501,990 - - 3,169,903 - -

2. Equity instruments 253 187,332 - 199 147,575 -
21 FVTPL 253 104,158 - 199 99,992 -
2.2 Cost - 83,174 - - 47,583 -

3. OEIC units - 20,916 - - 40,235 -

4. Financing - - - - - -

Total 2,502,243 208,248 - 3,170,102 187,810 -

000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesnssssssscsssscsscsssse
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4.2 AVAILABLE-FOR-SALE FINANCIAL ASSETS: BREAKDOWN BY DEBTOR/ISSUER

CAPTIONS/AMOUNTS 31.12.2017 31.12.2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

1. Debt instruments
a) Governments and central banks 2,501,990 3,169,903
b) Other government agencies - -
c) Banks - -
d) Other issuers - -

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

2. Equity instruments
a) Banks 336 352
b) Otherissuers: 187,249 147,423
- insurance companies - -
- financial companies 88,531 48,540
- non-financial companies 98,718 98,844

- other instruments - 39

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

3. OEIC units 20,916 40,235

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

4. Financing - -
a) Governments and central banks - _
b) Other government agencies - R
c) Banks - R
d) Other - -

Total 2,710,491 3,357,913

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

SECTION 5 - Held-to-maturity investments - Caption 50

5.1 HELD-TO-MATURITY INVESTMENTS: BREAKDOWN BY PRODUCT

31.12.2017 31.12.2016

00 0000000000000000000000000000000000000000000000000000000000 ©0000000000000000000000000s0sesesssssscscsecssssscscscsnsscscs
secsesesesscscscsesesscscsesesecssscsesssenn e secesecesecsesesecscsesesecscstsesssecsesnsnne

CA LEVEL1 LEVEL 2 LEVEL 3 CA LEVEL1 LEVEL 2 LEVEL 3

0000 0000000000000000000000 0000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesssnsosssscscsscscsssscse

1. Debt instruments

- structured
instruments 4966 4916 - - 4,948 4,948 - -

- other instruments - - - - 10,985 10,985 - -

2. Financing - - - - _ - _ _

Total 4,966 4,916 = = 15,933 15,933 = =

0000 0000000000000000000000 0000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesssnsosssscscsscscsssscse

FV = fair value
CA = carrying amount

The decrease is due to the repayment of matured securities.
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5.2 HELD-TO-MATURITY INVESTMENTS: BREAKDOWN BY DEBTOR/ISSUER

TYPE OF OPERATIONS/AMOUNTS 31.12.2017 31.12.2016

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

1. Debt instruments
a) Governments and central banks - -
b) Other government agencies - -
¢) Banks 4,966 15,933

d) Otherissuers - -

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

2. Financing - -
a) Governments and central banks - -
b) Other government agencies - -
c) Banks - -
d) Other - -

Total 4,966 15,933

Total fair value 4,966 15,933

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

SECTION 6 - Loans and receivables with banks - Caption 60

6.1 LOANS AND RECEIVABLES WITH BANKS: BREAKDOWN BY PRODUCT

31.12.2017 31.12.2016

0000000000000 0000000000000000000000000000000000000000000 0000000000000 000000000sesesesesssssssscssscscscscsesnsoce

FV

TYPEOFOPERATIONS/ P P PR NY R R PR PR RY
AMOUNTS CA LEVEL1 LEVEL 2 LEVEL 3 CA LEVEL1 LEVEL 2 LEVEL 3

A. Loans and receivables
with central banks 179,264 - 179,264 - 170,519 - 170,519 -

1. Term deposits - X X X - X X X
2. Minimum reserve 179,264 X X X 170,519 X X X

3. Reverse repurchase
agreements - X X X - X X X

4. Other - X X X - X X X

B. Loans and receivables
with banks 655,851 - 655,851 - 577,158 - 577,157 -

1. Financing 651,625 - - - 573,103 - - -

1.1 Current accounts and
demand deposits 330,297 X X X 180,698 X X X

1.2 Term deposits 2,460 862
1.3 Other financing: 318,868 391,543

- Reverse repurchase
agreements 136,217

X
x
x
x
x
x

x
x
X
x
x
x

231,707
- Finance leases - -

- Other 182,651
2. Debt instruments 4,226

2.1 Structured
instruments - X X X - X X X

2.2 Other instruments 4,226 X X X 4,055 X X X

159,836
4,055

X X X X
X X X X
X X X X
X X X X
X X X X
X X X X

Total (carrying amount) 835,116 747,676

000 0000000000000000000000000000000 6000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesescscsscsssscscsscssse

Key
FV = fair value
CA=carrying amount
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SECTION 7 - Loans and receivables with customers - Caption 70

7.1 LOANS AND RECEIVABLES WITH CUSTOMERS: BREAKDOWN BY PRODUCT

31.12.2017 31.12.2016

00 0000000000000000000000000000000000000000000000000000000000s 00000000000 0000000000000000sscssesesssscsesesssscscsssscscsccnssces
600 000000000000000000000000000000000000 s $00000000000000000s 000000000000 00000000000000000000000000 e Sescecsseseces s s 00 e e

TYPE OF NON -PERFORMING NON -PERFORMING
OPERATIONSI escccccccccssssscccccce eeessssssccccccccccnnoe
AMOUNTS PERFORMING PURCHASED OTHER L1 L2 L3 PERFORMING PURCHASED OTHER L1 2 L3

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0ssscsesssssscssososssssscsscs

Financing 2,910,137 - 776 - 2910,137 776 2,843,429 - 1]00 - 2,843,429 1,100
1. Current accounts 1,427 - 391 X X X 117,650 - 391 X X X

2. Reverse repurchase

agreements 204,548 - - X X X 207517 - -
3.Loans - - - X X X - - -
4. Credit cards,

personal loans and

salary backed loans 2,318,430 - 170

5. Finance leases - - _

2,236,874 - 151

6. Factoring - - -
7. Other financing 345,732 - 215

Debt instruments - - -

<X X X X
X X X X
<X X X X
<X X X X
X X X X
<X X X X

281,388 - 558

8. Structured instru-
ments - - - X X X - - - X X X

9. Other instruments - - - X X X - - - X X X

2,910,137 776 - 2910137 776 2,843,429 1,100 - 2,843,429 1,00

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0ssscsesssssscssososssssscsscs

“Other financing” mainly relates to guarantee deposits.

7.2 LOANS AND RECEIVABLES WITH CUSTOMERS: BREAKDOWN BY DEBTOR/ISSUER

31.12.2017 31.12.2016

Seecececcecese0sesecseces0000000000000000000000000s 0000000000000 000c0c0ces0s0s0c0s0sseseceseses0s0000e
secessccesscsesscsesscscssccecne o seesececsesscsesscsesscsesscsene o

TYPE OF OPERATIONS/AMOUNTS PERFORMING PURCHASED OTHER PERFORMING PURCHASED OTHER

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sesssssosscsscsnsscsncsce

1. Debt instruments - - - - - -
a) Governments - - - - - _
b) Other government agencies - - - - - -
¢) Other - - - _ - _
- non-financial companies - - - - - -
- financial companies - - - - - -
- insurance companies - - - - - -

- otherissuers - - - - - -

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sesssssosscsscsnsscsncsce

2. Financing to: 2,910,137 - 776 2,843,429 - 1,100
a) Governments - - - - - -
b) Other government agencies 1 - - - - -
c) Other 2,910,136 - 776 2,843,429 - 1,700
- non-financial companies 144,736 - 215 33,554 - 558
- financial companies 435,962 - 391 572,812 - 391
- insurance companies 10,721 - - 50 - -
- other 2,318,717 - 170 2,237,012 - 151

Total 2,910,137 = 776 2,843,429 = 1,100

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sesssssosscsscsnsscsncsce
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SECTION 10 - Equity investments - Caption 100

10.1 Investments in equity-accounted jointly-controlled entities and associates

10.1 EQUITY INVESTMENTS

INVESTMENT

REGISTERED OPERATING +++v+evsesesesacacaceasasssnsacacaanasnsnnes VOTING

COMPANY NAME OFFICE OFFICE INVESTOR INVESTMENT % RIGHTS %
BAssoaates e eteeatietattetattaeamatat aeatetartataraenttaeasnteaeaenttaentesmateronteasnttaensnatremesrastrsentenasntenat
1. Hi-Mtf Sim Spa Milano Milano Nexi Spa 25 25

2. Unione Fiduciaria Milano Milano Nexi Spa 24 24
3. Win Join Lecce Lecce Bassilichi SpA 24 24
4. Rs Record store Piacenza Piacenza Bassilichi SpA 30 30
S.ICT Logistica Empoli Empoli Bassilichi SpA 33 33
6. BASSNET SrL Monteriggioni Monteriggioni Bassilichi SpA 49.68 49.68

7. CONSORZIO ENGBAS Firenze Firenze Bassilichi SpA 50 50
8. ALFAZERO SpA Firenze Firenze Bassilichi SpA 39.74 39.74

9. K.Red Milano Milano Bassilichi SpA 50 50

0 00000000000000000000000000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000esscrscssssssccesssssnsesesce

10.2 SIGNIFICANT EQUITY INVESTMENTS: CARRYING AMOUNT, FAIR VALUE AND DIVIDENDS
RECEIVED

COMPANY NAME CARRYING AMOUNT FAIR VALUE DIVIDENDS RECEIVED

0 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000000sscsesesssscsesssscscsocnse e

B. Associates

1. Hi-Mtf Sim Spa 1,523
2. Unione Fiduciaria 8,690 363
3. Win Join 48
4. Rs Record store 1,364
5.ICT Logistica 258

6. BASSNET SrL -
7. CONSORZIO ENGBAS -
8. ALFAZERO SpA -
9. K.Red 219

X X X X X X X X X

Total 12,102 = 363

0 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000000sscsesesssscsesssscscsocnse e
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10.5 EQUITY INVESTMENTS: CHANGES

31.12.2017 31.12.2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

A.Opening balance 10,105 106,417

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

B. Increases
B.1 Purchases
B.2 Reversals of impairment losses
B.3 Fair value gains 492 18
B.4 Other increases 1,890 24,094

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

C.Decreases
C.JSales
C.2 Impairment losses
C.3 Other decreases 385 120,424

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

D.Closing balance 12,102 10,105

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

E. Total fair value gains

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

10.6 Significant assumptions used for the assessment of the existence of joint control or signifi-
cant influence

None.

10.7 Commitments for interests in jointly controlled entities

None.

10.8 Commitments for investments in associates

None.

10.9 Significant restrictions

None.

10.10 Other information

None.
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SECTION 12 - Property, equipment and investment property - Caption 120

12.1 PROPERTY AND EQUIPMENT: BREAKDOWN OF ASSETS MEASURED AT COST

ASSETS/AMOUNTS 31.12.2017 31.12.2016

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

1. Owned
a) land 18,804 18,804
b) buildings 66,091 48,816
¢) furniture 1,410 2,022
d) electronic systems 54,551 42,270
e) other 4,601 1,631

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

2. Under finance lease - -
a) land - R
b) buildings - -
c) furniture - a
d) electronic systems 1,294 -
e) other 928 -

Total 147,679 113,543

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

12.2 INVESTMENT PROPERTY: BREAKDOWN OF ASSETS MEASURED AT COST

31.12.2017 31.12.2016

0000000000000 0000000000000000000000000000000000000000000 0000000000000 000000000sesesesesssssssscssscscscscsesnsoce

FAIR VALUE FAIR VALUE
CARRYING P P PR NY CARRYING R R PR PR RY
ASSETS/AMOUNTS AMOUNT L1 L2 L3 AMOUNT L1 L2 L3

000 0000000000000000000000000000000 6000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesescscsscsssscscsscssse

1. Owned
a) land 39,898 - - - 39,898 - - -
b) buildings 30,080 - - - 31,671 - - -

000 0000000000000000000000000000000 6000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesescscsscsssscscsscssse

2. Under finance lease - - - - - - - -
a) land - - - - - - _ R
b) buildings - - - - - - - -

Total 69,979 = 76,130 = 71,569 = 75,320 =

000 0000000000000000000000000000000 6000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesescscsscsssscscsscssse
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12.5 PROPERTY AND EQUIPMENT: CHANGES

ELECTRONIC
LAND BUILDINGS FURNITURE SYSTEMS OTHER TOTAL

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsossesesssscssescsnsnsosnsosese

A. Gross opening balance 23,453 96,760 8,710 204,516 42,571 376,011
Al Total net impairment losses 4,649 47944 6,689 162,246 40,941 262,470
A.2 Net opening balance 18,804 48,816 2,022 42,270 1,631 13,543

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsossesesssscssescsnsnsosnsosese

B. Increases - 20,085 817 36,455 6,291 63,647
B.1 Purchases - 25 774 21,786 1,529 24,114
B.2 Capitalised improvement costs - - - - R R
B.3 Reversals of impairment losses - - - . - B
B.4 Fair value gains recognised in: - - - - - _

a) equity - R B B ) )
b) profit or loss - - - R . R
B.5 Exchange rate gains - - - - - _
B.6 Transfers from investment property - - - - . -
B.7 Other increases - 20,060 42 14,669 4,763 39,534
- including business combinations - 20,060 - 14,669 4,640 39,369
- other changes - - 42 R 123 165

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsossesesssscssescsnsnsosnsosese

C. Decreases - 2,810 1,427 22,881 2,393 29,511
C.1Sales - - 1,210 497 19 1,825
C.2 Depreciation - 2,805 217 22,384 2,249 27,656
C.3 Impairment losses recognised in: - - - - . -

a) equity - . - _ _ }
b) profit or loss - - i _ i ;
C.4 Fair value gains recognised in: - - - - , -
a) equity - . - _ _ i}
b) profit or loss - - - R B B
C.5 Exchange rate losses - - - . - i,
C.6 Transfers to: - - - B - B
a) investment property - - . - ) _
b) disposal groups - - _ - _ R
C.7 Other decreases - 5 - R 25 30

- business combinations - - - - - -

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsossesesssscssescsnsnsosnsosese

D. Net closing balance 18,804 66,091 1,41 55,844 5,529 147,679
D. Total net impairment losses 4,649 50,754 8,116 185,127 43,334 291,981
D.2 Gross closing balance 23,453 116,845 9,527 240,971 48,863 439,660

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsossesesssscssescsnsnsosnsosese

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsossesesssscssescsnsnsosnsosese
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12.6 INVESTMENT PROPERTY: CHANGES

TOTAL

Secececesecsesesecscsesesecscscsesesecscsesesssscsesessssesese e

LAND BUILDINGS

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

A. Opening balance 39,898 31,671

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

B. Increases - -
B.1 Purchases - -
B.2 Capitalised improvement costs - -
B.3 Fair value gains - -
B.4 Reversals of impairment losses - -
B.5 Exchange rate gains - -
B.6 Transfers from property and equipment - -

B.7 Other increases - -

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

C. Decreases - -
C.1Sales - -
C.2 Depreciation - 1,590
C.3 Fair value losses - -
C.4 Impairment losses - -
C.5 Exchange rate losses - -
C.6 Transfers to other portfolios - -

a) property and equipment - -
b) non-current assets held for sale - -

C.7 Other decreases - -

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

D. Closing balance 39,898 30,081

E. Fair value 76,130

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

Investment property is covered by IAS 40 and includes property held to earn rental and/or obtain appreciation of invested ca-
pital.

Investment property is measured at cost, net of depreciation.

The bank’s investment properties granted under operating leases are listed below:

- building in via Verziere 11, Milano;

- building in via Cavallotti 14, Milano;

- building in via Zurigo 3, Milano;

- building in via Broletto 37 Milano;

- building in Corso Europa 18, Milano;

- building in Strada Uno Milanofiori, Assago;

- building in via Nazionale 3, San Giovanni al Natisone.

At the reporting date, there are no:

- restrictions to the sale of investment property or the collection of lease payments;
- obligations/contractual commitments to purchase, build, develop, repair or maintain owner-occupied property.
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SECTION 13 - Intangible assets - Caption 130

13.1 INTANGIBLE ASSETS: BREAKDOWN BY ASSET

ASSETS/AMOUNTS 31.12.2017 31.12.2016

FINITE LIFE INDEFINITE LIFE FINITE LIFE INDEFINITE LIFE

000000 00000000000000000000000000000000000000000000000000000000000000 0000000000000000000000000000000000000000000000000000000 s000scscscsesesssesnsscnsns o

A.1Goodwill - 1,760,623 - 1,064,160

A1 attributable to the owners
of the parent - 1,760,623 - 1,064,160

A.1.2 attributable to non-con-
trolling interests - - - -

A.2 Other intangible assets - - - -
A.2.1 Assets measured at cost: - - - -

a) Internally generated
assets - - - -

b) Other 128,686 - 101,167 -

A.2.2 Assets measured at fair
value: - - - -

a) Internally generated
assets - - - -

b) Other - - - -
Total 128,686 1,760,623 101,167 1,064,160

000000 00000000000000000000000000000000000000000000000000000000000000 0000000000000000000000000000000000000000000000000000000 s000scscscsesesssesnsscnsns o
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13.2 INTANGIBLE ASSETS: CHANGES

OTHER INTANGIBLE ASSETS:
INTERNALLY GENERATED OTHER INTANGIBLE
ASSETS ASSETS: OTHER

Gececsccesscsesscsessccecscsecse s eececsccecscsecscsecscsesscsetne o

GOODWILL FIN. IND. FIN. IND. TOTAL

A. Opening balance 1,064,160 - - 218,228 - 1,282,388
Al Total net impairment losses - - - 117,060 - 117,060
A.2 Net opening balance 1,064,160 - - 101,168 - 1,165,328

0 60000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssscsocesscsscsscscsacssses

B. Increases 696,463 - - 67,137 - 763,600
B.1 Purchases - - - 48,524 - 48,524

B.2 Increase in internally generated
assets - - - - - -

B.3 Reversals of impairment losses - - - - - R
B.4 Fair value gains recognised in: - - - - - -
- equity - - - - - -
- profit or loss - - - _ _ }
B.5 Exchange rate gains - - - - R _
B.6 Other increases 696,463 - - 18,613 - 715,076
- including business combinations 696,463 - - 18,613 - 715,076

0 60000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssscsocesscsscsscscsacssses

C. Decreases - - - 39,619 - 39,619
C.JSales - - - . - -
C.2 Impairment losses - - - - - i,

- Amortisation - - - 38,578 - 38,578

- Fair value losses - - - . _ -
+equity - - - - - -

+ profit or loss - - R - _ _

C.3 Fair value losses recognised in: - - - - - R
- equity - - - - - -

- profit or loss - - - _ _ _

C.4 Transfers to non-current assets
held for sale - - - - - -

C.5 Exchange rate losses - - - - - _
C.6 Other decreases - - - 1,041 - 1,041

0 60000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssscsocesscsscsscscsacssses

D. Net closing balance 1,760,623 - - 128,686 - 1,889,309
D.1 Total net impairment losses - - - 39,619 - 39,619

0 60000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssscsocesscsscsscscsacssses

E. Gross closing balance 1,760,623 - - 168,305 - 1,928,928

0 60000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssscsocesscsscsscscsacssses

0 60000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssscsocesscsscsscscsacssses

Key
FIN .= finite life
IND.=indefinite life
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Impairment test
Nexi Group has performed the impairment test on the intangible asset with an indefinite useful life.

The impairment test has been performed for the following CCUs (cash-generating unit) that, except from 2017 changes in the
Group/business perimeter, have not been changed in respect to test performed for 2016 Financial Statements:

GOODWILL
CGUS €min
Ccucards7897
MPS Acquiring 517.0
DB Acquiring 41.5
CGU Payment 200.7
CGU Securities Services 459
CGU Outsourcing 27.8
Bassilichi - Triveneto 1379

Total 1,760.5

P Y PR R Py R P PP PR PP PR PP PP

The recoverable amount a CGU is the higher of its:
- Fair value less costs of disposal;
- Value in Use.

The estimate of Value in Use has been carried out by applying the Dividend Discount Model in its Excess Capital version which
was developed starting from Nexi Group 2017-2021 Business Plan, which has been approved by the Board of Director (BoD) of the
Parent Company on February 9th, 2017 The Business Plan will be applied on a pro-forma basis to take into account the updates
approved by the BoD, the changes in the Group perimeter and the items included in the Budget 2018.

As regards the Fair Value determination, it was applied the trading multiples method, using the median P/E adjusted multiple of
a panel of comparable companies.

The main parameter used to estimate the cost of Capital in the calculation of the Value in Use are the follows:

CARDS/
MPS/DB/ SECURITIES
COST OF CAPITAL (KE) BASSILICHI PAYMENTS SERVICES OUTSOURCING
Risk free rate 31.12.2017 1.97% 197% 1.97% 1.97%
Equity Risk Premium 5.50% 5.50% 5.50% 5.50%
Beta 112 115 115 096
Ke 8.15% 8.32% 8.27% 7.24%

000000 00000000000000000000000000000000000000000000000000000000000000 0000000000000000000000000000000000000000000000000000000 s000scscscsesesssesnsscnsns o

They have been determined as follows:

- Risk free: gross yield of Italian BTP 10Y at December 31 2017 (Source: Info provider);

- Beta used on consolidated DDM: weighted average of median betas of listed comparable companies identified for each CGU;
- Equity Market Risk Premium: in line with the best professional valuation praxis.

In order to determine the Terminal Value of the CGUs:
- g rate: 2.0%, in line with ECB's target for the inflation rate of the Euro Zone.
- a prudential add-on of 100 bps to the discount rate has been applied.

The Distributable dividends during the explicit projections period and sustainable dividend for Terminal Value calculation have
been determined considering the compliance with a minimum CET 1target of 14.0% as established by Bank of Italy. CET1 of 14%
is a target ratio for Nexi Group to be calculated on the basis of Mercury UK HoldCo consolidation perimeter.
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Valuation activities on goodwill submitted to impairment test resulted in any indication of impairment loss.
It was carried out a sensitivity analysis, for each CGU, to assess the change of the value in use at consolidated level, respect the

changes in valuation parameters Ke and g (+/- 25 bps). The analysis, except in some cases and in some extreme scenarios, did
not show any critical situation.

- Tax assets and liabilities - Caption 140 of assets and Caption 80 of liabilities

14.1 DEFERRED TAX ASSETS: BREAKDOWN

31.12.2017 31.12.2016
IRAP
Net impairment losses on loans and receivables 308 337
Provisions 210 190
Substitute tax on goodwill 3,505 3,543
Amortisation/depreciation 1,459 1,272
Fair value reserve 16 81
Other 309 3
IRES
Net impairment losses on loans and receivables 1,156 12,183
Provisions 8,377 7128
Substitute tax on goodwill 17,307 17,490
Impairment losses on intangible assets, P&E and investment property 12,811 11,460
Fair value reserve 77 398
Other 2,795 1,080
14.2 DEFERRED TAX LIABILITIES: BREAKDOWN

31.12.2017 31.12.2016
IRAP
Building revaluations 3,757 3,894
Other 2,651 858
Fair value reserve 1,314 1,594
IRES
Building revaluations 19,590 19,931
Other 13,949 5,185

Fair value reserve 8,743 7,868

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e
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14.3 CHANGES IN DEFERRED TAX ASSETS (RECOGNISED IN PROFIT OR LOSS)

31.12.2017 31.12.2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

1. Opening balance 53,766 52,108

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

2. Increases
2.1 Deferred tax assets recognised in the year
a) related to previous years
b) due to changes in accounting policies
c) reversals of impairment losses
d) other 5,675 6,457
2.2 New taxes or increases in tax rates

2.3 Otherincreases 1,143 616

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

3. Decreases

3.1 Deferred tax assets derecognised in the year
a) reversals 3,267 5,127
b) impairment due to non-recoverability
c) change in accounting policies
d) other

3.2 Decrease in tax rates

3.3 Other decreases
a) conversion into tax credits as per Law no. 214/2011
b) other 288

4. Closing balance 57,317 53,766

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

14.3.1 Change in deferred tax assets as per Law no. 214/2011
(recognised in profit or loss)

31.12.2017 31.12.2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

1. Opening balance 40,344 40,560

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

2. Increases 1,304 1,323

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

3. Decreases
3.1 Reversals 1,395 1,539
3.2 Conversions into tax assets
a) arising from the loss for the year
b) arising from tax losses

3.3 Other information

4. Closing balance 40,253 40,344

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses
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14.4 CHANGES IN DEFERRED TAX LIABILITIES (RECOGNISED IN PROFIT OR LOSS)

31.12.2017 31.12.2016

1. Opening balance 29,857 26,128

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

2. Increases
2.1 Deferred tax liabilities recognised in the year
a) related to previous years
b) due to changes in accounting policies
c) other 10,647 8,591
2.2 New taxes or increases in tax rates

2.3 Other increases

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

3. Decreases
3.1 Deferred tax liabilities derecognised in the year
a) reversals 567 4,862
b) due to changes in accounting policies
c) other
3.2 Decrease in tax rates

3.3 Other decreases

4. Closing balance 39,937 29,857

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

14.5 CHANGES IN DEFERRED TAX ASSETS (RECOGNISED IN EQUITY)

31.12.2017 31.12.2016

1. Opening balance 1,398 1,008

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

2. Increases
2.1 Deferred tax assets recognised in the year
a) related to previous years
b) due to changes in accounting policies
c) other 2,697
2.2 New taxes or increases in tax rates

2.3 Other increases

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

3. Decreases
3.1 Deferred tax assets derecognised in the year
a) reversals 385 2,307
b) impairment due to non-recoverability
¢) due to changes in accounting policies
d) other
3.2 Decrease in tax rates

3.3 Other decreases

4. Closing balance 1,013 1,398

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e
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14.6 CHANGES IN DEFERRED TAX LIABILITIES (RECOGNISED IN EQUITY)

31.12.2017 31.12.2016

1. Opening balance 9,472 26,031

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

2. Increases
2.1 Deferred tax liabilities recognised in the year
a) related to previous years
b) due to changes in accounting policies
c) other 2,019 8,460
2.2 New taxes or increases in tax rates

2.3 Other increases

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

3. Decreases
3.1 Deferred tax liabilities derecognised in the year
a) reversals
b) due to changes in accounting policies
c) other 1,424 25,019
3.2 Decrease in tax rates

3.3 Other decreases

4. Closing balance 10,067 9,472

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

SECTION 16 - Other assets - Caption 160

16.1 OTHER ASSETS: BREAKDOWN

ASSETS/AMOUNTS 31.12.2017 31.12.2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

Withholding taxes paid on interest charged to customers and other tax assets 89,809 89,286
Negotiated cheques to be cleared 34,844 1,644
Matured securities and accrued interest to be collected 4,855 70
Commissions and other income to be charged 239,580 160,534
BIREL, transfers, SETIF, received messages to be charged, e-money 195,080 139,310
Sundry and residual items 84,222 44,535

Total 648,390 445,378

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses
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LIABILITIES

SECTION 1 - Due to banks - Caption 10

1.1 DUE TO BANKS: BREAKDOWN BY PRODUCT

TYPE OF OPERATIONS / GROUP' COMPONENTS 31.12.2017 31.12.2016
1Duetocentra|banks1,774 362
2. Due to banks 1,690,277 1,566,251

2.1 Current accounts and demand deposits 878,371 818,979
2.2 Term deposits 124,428 215,440
2.3 Financing 387,228 212,982
2.3.1 repurchase agreements - -
2.3.2 other 387,228 212,982
2.4 Commitments to repurchase own equity instruments - -
2.5 Other liabilities 300,250 318,850
Total 1,692,051 1,567,113
Fair value - level 1
Fair value - level 2 1,692,051 1,567,113

Fair value - level 3

Total fair value 1,692,051 1,567,113

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

SECTION 2 - Due to customers - Caption 20

2.1 DUE TO CUSTOMERS: BREAKDOWN BY PRODUCT

TYPE OF OPERATIONS / GROUP' COMPONENTS 31.12.2017 31.12.2016
‘|Currentaccountsanddemanddep05|ts6,848,314 5153539
2. Term deposits 174 209
3. Financing 341,448 231,676
3.1 repurchase agreements 340,792 231,676
3.2 other instruments 656 -

4. Commitments to repurchase own equity instruments - -

5. Other liabilities 599,048 869,918
Total 7,789,484 6,255,341
Fair value - level 1

Fair value - level 2 7,789,484 6,255,341

Fair value - level 3

Total fair value 7,789,484 6,255,341

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e
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SECTION 4 - Financial liabilities held for trading - Caption 40
4.1 FINANCIAL LIABILITIES HELD FOR TRADING: BREAKDOWN BY PRODUCT

31.12.2017 31.12.2016

00 00000000000000000000000000000000000000000000000000000 00000000000 0000000000srsesssscsesssscscsesssscscsnsnnss

FV FV
TYPEOFOPERATIONS/ eesccsccsececsccseceseccsccsccecenen o eeccscececcscsscecsscscsscsscsces o
GROUP' COMPONENTS NA L1 L2 L3 FV* NA L1 L2 L3 FV*

00 000000000000000000000000000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscscsscssccssscesscssossnss

A. Financial liabilities
1. Due to banks - - - - - 69 90 - - -
2. Due to customers 1 1 - - - 302 348 - - -
3. Debt instruments - - - - - - . - R _

3.1Bonds - - - - - - - _ R i
3.1.1 Structured - - - -
3.1.2 Other - - - -

xX X
!

3.2 Other securities - - - - - - - - R .
3.2.1 Structured - - - -
3.2.2 Other - - - - X - - - _ X

>
!
!
>

Total A 1 1 - - 371 438 - -
B. Derivatives
1. Financial derivatives - - - - . - _
1.1 Trading X - 6,721 - X X - 7,629 - X

1.2 Associated with
fair value option X - - - X X - . - X

1.3 Other - - - - - _ _
2. Credit derivatives - - - - - - i
2.1 Trading X - - - X X - . - X

2.2 Associated with
fair value option

X X X
2.3 Other X - - - X X - - - X
X X X

Total B

= 6,721 = 7,629

00 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssscsscsssssssssosse

Total (A +B) X L 6,721 = X 371 438 7,629 = X

00 000000000000000000000000000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscscsscssccssscesscssossnss

Key!

FV = fair value

NA = nominal or notional amount

FV* = fair value calculated by excluding changes in value due to changes in the issuer's credit standing compared to the issue date
L1=level

12 =level 2

3 =level 3
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SECTION 6 - Hedging derivatives - Caption 60

6.1. HEDGING DERIVATIVES: BREAKDOWN BY TYPE OF HEDGE AND LEVEL

FAIR VALUE 31.12.2017 FAIR VALUE 31.12.2016

TYPEOFDERIVATIVESI P R T IY VN D Y T LY VN
UNDERLYING ASSETS L1 L2 L3  31.12.2017 L1 L2 L3 31.12.2016

000000000000 0000000000000000000000000000000 000000000000 00000000000006000000000000000000000000000000000000000000000000000000000000soscsssssssscsscscsnsscse

A.Financial derivatives - - - - - - - -
1) Fair value - - - - - - - _
2) Cash flows - - - - - - R -
3) Foreign investments - - - - - - R R

B. Credit derivatives - - - - - - - -
1) Fair value - - - - - - - _
2) Cash flows - 5,520 -

Total - 5,520 -

000000000000 0000000000000000000000000000000 000000000000 00000000000006000000000000000000000000000000000000000000000000000000000000soscsssssssscsscscsnsscse

6.2. HEDGING DERIVATIVES: BREAKDOWN BY HEDGED PORTFOLIO AND TYPE OF HEDGE

FAIR VALUE CASH FLOW

0000000000000 00000000000000000000000000000000000000000000000000000000sssscscs s0scscscscscscsccscscsese

SPECIFIC

seesecesecsccesecesecsesesesssscsesesscscsesesecscsesesssecsesee

FOREIGN
INTEREST EXCHAN- CREDIT PRICE VARIOUS FOREIGN
OPERATIONS/TYPE OF HEDGE RATE  GERISK RISK RISK RISK GENERIC SPECIFIC GENERIC INVESTM

1. Financial assets available
for sale - - - 5,520 - X -

2. Loans - - - X -
3. Investments held to maturity X
4. Portafolio X X X X X X

5. Other transactions - - - - - - R _

!
=
!

X X X X

Total assets - - - 5,520 = o - - -
1. Financial liabilities - - - - - _ X X
2. Portfolio X X X X X - X -

Total liabilites
1. Forecast transactions X X X X X X - X X

2. Financial assets and liabilities
portfolio X X X X X - X - -

0 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssoscsssssssscsscscsesse

SECTION 8 - Tax liabilities - Caption 80

See section 14 of Assets.
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SECTION 10 - Other liabilities - Caption 100

10.1 OTHER LIABILITIES: BREAKDOWN

31.12.2017 31.12.2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

Tax liabilities, withholding taxes and other amounts to be paid 33,820 24,080
Cheques, cheque truncation flows to be credited 18,540 1,314
Securities, currency and premium transactions paid for options to be credited 1,934 1,757
Due to employees 95,536 25,906
Other liabilities for expenses, commissions and interest to be paid 257,724 163,987
Prepaid debit cards 45,554 56,769
Currency differences on portfolio transactions 5,264 17,202
BIREL, transfers, payment flows to be credited 367,244 277,868
Sundry and residual items 93,692 67,259

Total 919,308 646,141

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

SECTION 11 - Post-employment benefits - Caption 110

11.1 POST-EMPLOYMENT BENEFITS: CHANGES

31.12.2017 31.12.2016

A. Opening balance 20,596 21,677

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

B. Increases
B.1 Accruals 276 231
B.2 Other increases 6,916 18
- including business combinations 6,916

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

C. Decreases
C.1 Payments 4,629 577
C.2 Other decreases 592 753
Post-employment benefits 22,567 20,596

Total 22,567 20,596

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

11.2 OTHER INFORMATION

MAIN DEMOGRAPHIC AND ACTUARIAL ASSUMPTIONS USED TO MEASURE POST-EMPLOYMENT BENEFITS AS AT 31 DECEMBER 2017
Mortality among aged pensioners Rates relating to Italians broken down by age and gender, published
by ISTAT in 2000 and reduced by 25%.

0000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssssssscsesssosssssssscscses s

Mortality among total and permanent disability pensioners Rates inferred from the invalidity tables currently used by the reinsu-
rance practice, broken down by age and gender.

0000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssssssscsesssosssssssscscses s

Annual rate of advances 1,72%

0000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssssssscsesssosssssssscscses s

Turnover annual 1,65%

0000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssssssscsesssosssssssscscses s

Retirement Rate based on the satisfatiction of the first requirement for the man-
datory general insurance.

0000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssssssscsesssosssssssscscses s

Inflation 1,5%

0000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssssssscsesssosssssssscscses s

Annual discount rate "1.30% inferred, in accordance with par. 83 of IAS 19, the index Iboxx
Corporate AA 10+ duration detected at the measurement date. To this
end it was decided the performance with a duration comparable to
the duration of the collective of the evaluated employees.

0000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssssssscsesssosssssssscscses s
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Sensitivity analysis

As required by IAS 19, the group carried out a sensitivity analysis of the liability for post-employment benefits with reference to
the most significant actuarial assumptions. It aimed at showing how much the carrying amount of the liability would be affected
by reasonably possible variations in each of the assumptions. Specifi cally, the following table sets out the change in the liability
for post-employment benefits assuming that the main assumptions used increase or decrease.

CHANGE IN CHANGE IN

POST-EMPLOYMENT POST-EMPLOYMENT

BENEFITS IN BENEFITS IN

€'000 ABSOLUTE TERMS PERCENTAGE TERMS

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

Change in actuarial assumptions:

- Discount rate:

-0.50% 1,397 611%
0.50% -1,284 -5.62%

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

SECTION 12 - Provisions for risks and charges - Caption 120

12.1 PROVISIONS FOR RISKS AND CHARGES: BREAKDOWN

CAPTIONS/COMPONENTS 31.12.2017 31.12.2016

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

1. Internal pension plans 881 940
2. Other provisions for risks and charges 51,022 36,377
Total 51,903 37,317

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

12.2 PROVISIONS FOR RISKS AND CHARGES: CHANGES

TOTAL

CAPTIONS/COMPONENTS PENSION PLANS OTHER PROVISIONS

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

A. Opening balance 940 36,377

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

B. Increases
B.1 Accruals - 5,509
B.2 Discounting 8 -
B.3 Changes due to variations in discount rate - -
B.4 Other increases 6 18,550

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

C. Decreases - -
C.1 Utilisations 68 8,154
C.2 Changes due to variations in discount rate 5 -
C.3 Other decreases - 1,260

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

D. Closing balance 881 51,022

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

12.3 DEFINED BENEFIT INTERNAL PENSION PLANS

1. Description and related risks
The liability for defined benefit internal pension plans includes the accruals made for the group’s obligation to its former employees.

2. Changes in the plans
The present value of the defined benefit liability at 31 december 2016 leave for manager amounts to € 940 thousand. The group
paid benefits totalling €68 thousand during the year.
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3. Fair value of plan assets
There are no plan assets.

4. Cash flow amount, timing and uncertainty
The plan is based on the latest remuneration.

SECTION 15 - Equity - Captions 140, 160, 170, 180, 190, 200 and 220

15.1 “SHARE CAPITAL” AND “TREASURY SHARES”: BREAKDOWN

CAPTIONS/AMOUNTS 31.12.2017 31.12.2016

1. Share capital 42,557 42,557
2. Share premium 148,242 148,242
3. Reserves 1,690,553 1,698,454
4. (Treasury shares)
a) parent -32 -32
b) subsidiaries
5. Valuation reserves 90,429 65,863
6. Equity instruments
7. Profit for the year 79,092 103,998
Total 2,050,841 2,059,082

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

15.2 SHARE CAPITAL - NUMBER OF SHARES: CHANGES

CAPTIONS/TYPES ORDINARY OTHER

A. Opening balance
- fully paid-in 14,185,790
- not fully paid-in

A:20utstanding shares: opening balance, .......oiicininisnnncnisnnincsisneneniennn o MBI e
B. Increases -
B.1 New issues -
- against consideration: -
- business combinations -
- bond conversions -
- exercise of warrants -
- other -
- bonusissues: -
- to employees -
- to directors -
- other -
B.2 Sale of treasury shares -
C. Decreases -
C.1 Cancellations -
C.2 Repurchases of treasury shares -
C.3 Disposals of equity investments -
D. Outstanding shares: closing balance 14,110,599
D. Treasury shares (+) 75,191
D.2 Closing balance 14,185,790
- fully paid-in 14,185,790
- not fully paid-in

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

The outstanding and fully paid-in shares number 14,185,790, while treasury shares in portfolio amount to 75,191,
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SECTION 16 - Equity attributable to non-controlling interests - Caption 210
16.1 CAPTION 210 “EQUITY ATTRIBUTABLE TO NON-CONTROLLING INTERESTS"

COMPANY NAME 31.12.2017 31.12.2016

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

Investments in consolidated companies with significant non-controlling

interests:

- Help Line 867 2,553
- Nexi Payments 3,004 9,826
- Bassilichi 1,m

Total 4,982 12,379

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

16.2 EQUITY INSTRUMENTS: BREAKDOWN AND CHANGES

CAPTIONS/AMOUNTS 31.12.2017 31.12.2016
1. Share capital 1,654 1,349
2. Share premium 72 68
3. Reserves 3,483 9,782

4. (Treasury shares)
5. Valuation reserves 400 50
6. Equity instruments

7. Profit for the year attributable to non-controlling interests -627 1,130
Total 4,982 12,379

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

Other disclosures

1. GUARANTEES AND COMMITMENTS

OPERATIONS 31.12.2017 31.12.2016
1)F|nanc|a|guarantees,ssued2,421 322
a) Banks 2,421 322

b) Customers - -

2) Commercial guarantees issued M 1,093
a) Banks - 83

b) Customers M 1,010

3) Irrevocable commitments to disburse funds 179,145 110,930
a) Banks 129,402 1,247

i) certain use 129,402 1,247

ii) uncertain use - -

b) Customers 49,743 109,683

i) certain use 9,052 2,934

ii) uncertain use 40,691 106,749

4) Commitments underlying credit derivatives: protection sales - -
5) Assets pledged as collateral for third party commitments - -

6) Other commitments - -

Total 182,477 112,345

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e
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2. ASSETS PLEDGED AS GUARANTEE FOR LIABILITIES AND COMMITMENTS

PORTFOLIOS 31.12.2017 31.12.2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

1. Financial assets held for trading - -
2. Financial assets at fair value through profit or loss - -
3. Available-for-sale financial assets 102,100 98,288
4. Held-to-maturity investments - -
5. Loans and receivables with banks - -
6. Loans and receivables with customers - -

7. Property, equipment and investment property - -

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

5. MANAGEMENT AND TRADING ON BEHALF OF THIRD PARTIES: BANKING GROUP

TYPE OF SERVICES 31.12.2017 31.12.2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

1. Execution of customer orders

a) Purchases

1. settled 24,954,867 21,844,663
2. unsettled - -
b) sales - -
1. settled 24,355,604 22,076,792
2. unsettled - i,

2. Asset management
a) individual - -
b) collective - -
3. Securities custody and administration

a) third party securities held as part of depository bank servics (excluding

asset management) 51,546,933 48,247 564
1. securities issued by the consolidated entities - -
2. other securities 51,546,933 48,247 564
b) third party securities on deposit (excluding asset management): other 65,791,721 72,051,407
1. securities issued by the consolidated entities 39,694 39,694
2. other securities 65,752,027 72,011,713
) third party securities deposited with third parties 100,324,138 103,822,347
d) securities owned by the group deposited with third parties 2,471,922 3,116,743

4. Order collection and transmission

a) Purchases

1. settled 1,604,579 1,277,278
2. unsettled - -
b) Sales - -
1. settled 1,457,839 1,372,114
2. unsettled - -

- Placement of secured and unsecured securities - -
a) Placement of unsecured securities 461,790 506,738
b) Placement of secured securities 6,500 3,803

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses
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Part C - Notes to the income statement

SECTION 1 - Interest - Captions 10 and 20

T1INTEREST AND SIMILAR INCOME: BREAKDOWN

DEBT
CAPTIONS/CATEGORIES INSTRUMENTS FINANCING OTHER 2017 2016
1. Financial assets held for trading 443 - - 443 396
2. Available-for-sale financial assets 27,697 - - 27,697 26,240
3. Held-to-maturity investments 131 - - 131 337
4. Loans and receivables with banks 195 7705 1,720 9,620 6,136
S. Loans and receivables with customers - 1,466 21,573 23,039 24,964
6. Hedging derivatives - - - - -
7. Other assets - - 11,802 11,802 7,021
Total 28,466 CAVA 35,095 72,732 65,095

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s00scsesesnsssscsscsssscsscsssse

1.4 INTEREST AND SIMILAR EXPENSE: BREAKDOWN

CAPTIONS/CATEGORIES LIABILITIES SECURITIES OTHER 2017 2016

000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssssscsssscsscsnssesse

1. Due to central banks - - - - -
2. Due to banks 19,061 - - 19,061 20,141
3. Due to customers 4,101 - - 4,101 1,872
4. Securities issued - - - - -
5. Financial liabilities held for trading 60 - - 60 41
6. Financial liabilities at fair value through profit or loss - - - - -
7. Other liabilities and provisions - - 10,496 10,496 6,065
8. Hedging derivatives - - - - -

Total 23,222 = 10,496 33,718 28,119

000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssssscsssscsscsnssesse



94- NEXI - 2017 Reports and Financial Statements

SECTION 2 - Fees and commissions - Captions 40 and 50

2.1 FEE AND COMMISSION INCOME: BREAKDOWN

TYPE OF SERVICES/AMOUNTS 2017 2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

a) guarantees issued 177 65
b) credit derivatives - -
¢) management, brokerage and consultancy services: 70,673 67,806
1. trading in financial instruments 10,556 10,452
2. foreign currency transactions - -

3. asset management - -

3.1individual - -

3.2 collective - -
4. securities custody and administration 5,086 4,889
5. depository services 51,449 48,779
6. securities placement 1,482 1,861
7. order collection and transmission 1,863 1,618
8. consultancy services 237 207

8.1 concerning investments - -

8.2 concerning financial structure 237 207

9. distribution of third party services - -
9.1 asset management - -
9.1.1individual - -

9.1.2 collective - -

9.2 insurance products - -

9.3 other products - -

d) collection and payment services 906,421 815,466
e) servicing services for securitisations - -
f) services for factoring transactions - -
g) tax collection services - -
h) management of multilateral trading systems - -
i) keeping and management of current accounts - -
j) other services 101,235 100,736

Total 1,078,507 984,073

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses
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2.2 FEE AND COMMISSION EXPENSE: BREAKDOWN

SERVICES/SECTORS

2016

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

a) guarantees received
b) credit derivatives
c) management and brokerage services:
1. trading in financial instruments
2. foreign currency transactions
3. asset management:
3.1 own portfolio
3.2 third party portfolios
4. securities custody and administration
5. placement of financial instruments
6. securities settlement
d) collection and payment services
e) agents' commissions

f) other services

Total

50

5,780
1,695
1,924
560,227

3,515
573,587

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

SECTION 3 - Dividends and similar income - Item 70

3.1 DIVIDENDS AND SIMILAR INCOME: BREAKDOWN

Secececesecsecesecesscsecesecscsesecesscseses secesecsesesecesecsesesecsssesesssecssseseee

INCOME FROM
OEIC UNITS

INCOME FROM
OEIC UNITS

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ecrscssssosccesssssnsesesce

2017
CAPTIONS/INCOME DIVIDENDS
A. Financial assets held for trading 17
B. Available-for-sale financial assets 1,453
C. Financial assets at fair value through profit or loss -
D. Equity investments 24

Total 1,494

2017
55
513
64
6,166
1,293
1,743
579,605
3,385
592,824
2016

DIVIDENDS

4

12

116

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ecrscssssosccesssssnsesesce
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SECTION 4 - Net trading income - Caption 80

4.1 NET TRADING INCOME: BREAKDOWN

TRADING TRADING NET TRADING
OPERATIONS/EARNING GAINS INCOME LOSSES LOSSES INCOME
COMPONENTS (A) (B) ©) (D) [(A+B)- (C+D)]

1. Financial assets held
for trading

1.1 Debt instruments 143 3,116 235 363 2,661
1.2 Equity instruments - 662 3 414 245
1.3 OEIC units - - 0 13 -13
1.4 Financing - - - - -
1.5 Other - - - - -

2. Financial liabilities
held for trading - - - - -

2.1 Debt instruments - - - - i
2.2 Liabilities - - - - _
2.3 Other - - - - i,

00 000000000000000000000000000000000000000000000000000000000 0000000000000000000000000000000000000000000000000000000000000000000000scrscscssssosccsscnsnsesce

3. Other financial assets and
liabilities: net exchange rate
gains X X X X 1,086

00 000000000000000000000000000000000000000000000000000000000 0000000000000000000000000000000000000000000000000000000000000000000000scrscscssssosccsscnsnsesce

4. Derivatives
4] Financial derivatives:

- On debt instruments and
interest rates - - - - -

- On equity instruments
and equity indexes 80 8,116 63 8,446 -313

- On currencies and gold - R R _ B

- Other 98 i ; B 08

4.2 Credit derivatives - - _ R }
Total 321 11,894 301 9,236 3,764

00 000000000000000000000000000000000000000000000000000000000 0000000000000000000000000000000000000000000000000000000000000000000000scrscscssssosccsscnsnsesce

SECTION 5 - Fair value adjustments in hedge accounting - Caption 90

5.1 FAIR VALUE ADJUSTMENTS IN HEDGE ACCOUNTING: BREAKDOWN

EARNING COMPONENTS/AMOUNTS TOTAL 2017 TOTAL 2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

A.Income from:
A fair value hedge derivatives
A.2 financial assets hedged (fair value) 999 -
A.3 financial liabilities hedged (fair value)
A4 cash flow hedge: derivatives

A.5 currency assets and liabilities

Total income from hedging (A) 999 -
B. Expenses for:

B.1 fair value hedge derivatives

B.2 financial assets hedged (fair value)

B.3 financial liabilities hedged (fair value)

B.4 cash flow hedge: derivatives

B.5 currency assets and liabilities

Total expense from hedging (B) - -
C. Fair value adjustments in hedge accounting (A - B) 999 -

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses
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SECTION 6 - Gain (loss) from sales/repurchases - Caption 100

6.1 NET GAIN (LOSS) FROM SALES OR REPURCHASES: BREAKDOWN

2017 2016
CAPTIONS/EARNING NET GAIN NET GAIN
COMPONENTS GAIN LOSS (LOSS) GAIN LOSS (LOSS)

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssssscsscsscsscsnssesse

Financial assets
1. Loans and receivables with banks - - - - R _

2. Loans and receivables with

customers - - - - - -
3. Available-for-sale financial assets - - - - - B
3.1 Debt instruments - - - - - -
3.2 Equity instruments 210 - 210 300 - 300
3.3 OEIC units 6,800 - 6,800 - - -
3.4 Financing - - - - - R
4. Held-to-maturity investments - - - - - _
Total assets 7,010 = 7,010 300 = 300
Financial liabilities
1. Due to banks - - - - - .
2. Due to customers - - - - - -
3. Securities issued - - - - - R
Total liabilities - - - - = -

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssssscsscsscsscsnssesse

SECTION 8 - Net impairment losses - Caption 130

8.1 NET IMPAIRMENT LOSSES ON LOANS AND RECEIVABLES: BREAKDOWN

REVERSALS OF
IMPAIRMENT LOSSES IMPAIRMENT LOSSES
m (2)
e NDIVIDUAL ... INDIVIDUAL  COLLECTIVE
OPERATIONS/EARNING DERECO- 2017 2016
COMPONENTS GNITION OTHER COLLECTIVE A B A B (3)=(1)-(2) (3)=(1-(2)

A. Loans and receivables with
central banks

- Financing - - - _ )
- Debt instruments - - - - -

2. Loans and receivables with

customers - - - - -
Impaired loans acquired - - - - -
- Financing - - - X X - -
- Debt instruments - - - X X X X
Other - - - - -
- Financing - - 2,796 2,796 2,246
- Debt instruments - - - - -

0000000000000 000000000000000000000000 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000scscssssscsscscsnsscse

Key
A=from interest
B =other reversals

Portfolio value adjustments are mainly related to credit card debt and revolving loans.
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8.2 NET IMPAIRMENT LOSSES ON AFS FINANCIAL ASSETS: BREAKDOWN

REVERSALS OF
IMPAIRMENT LOSSES IMPAIRMENT LOSSES
INDIVIDUAL INDIVIDUAL
OPERATIONSIEARNING teeecceccsccescesccccsscssccscsessssseeee seecccscsscssssssssessesstee o 2017 2016
COMPONENTS DERECOGNITION OTHER A B (3=M-2 @)=(M-(2)
ADebtmstruments_ e
B. Equity instruments - 3,899 - - 3,899 2,212
C. OEIC units - - - - - -
D. Financing to banks - - - - - -
E. Financing to customers - - - - - -
F. Total - 3,899 - - 3,899 2,212
Key
A =from interest
B =other reversals
SECTION 11 - Administrative expenses - Caption 180
11.1 PERSONNEL EXPENSE: BREAKDOWN
TYPE OF EXPENSE/SECTORS 2017 2016
'|)Emp|oyee5 Ceeteecersattatetsnttacessnsnnes
a) wages and salaries 157,766 110,873
b) social security charges 33,174 26,815
c) post-employment benefits 1,849 785
d) pension costs 161 196
e) accrual for post-employment benefits 227 236
f) accrual for pension and similar provisions: - -
- defined contribution plans | -
- defined benefit plans - -
g) payments to external supplementary pension funds: - -
- defined contribution plans 7,945 7,633
- defined benefit plans - -
h) costs of share-based payment plans - -
i) other employee benefits 57,310 5,064
2) Other personnel 117 1,743
3) Directors and statutory auditors 2,184 2,263
4) Retired personnel - -
5) Cost recoveries for employees seconded to other companies -5 -
6) Cost reimbursements for third party employees seconded to the bank 80 -

Total 261,849 155,608

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses
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11.2 AVERAGE NUMBER OF EMPLOYEES PER CATEGORY

2017 2016
a)managerswss
b) junior managers 635 610
c) other employees 944 1,030
11.5 OTHER ADMINISTRATIVE EXPENSES: BREAKDOWN
TYPE OF EXPENSE 2017 2016
_dataprocessmgssou 94758

- post office, valuables transportation and couriers 21,717 23,523
- external services 16,865 18,834
- interbank network traffic 8,134 1,412
- IT connections and automation costs 4,057 3,923
- access to markets 2,212 2,145
- professional services 42,823 41,776
- agents' commissions 1,503 1,446
- bank draft books 71 124
- maintenance and lease 43,374 36,837
- building running costs, leases, heating and lighting 5,886 5,660
- stationery and printed matter 644 574
- insurance 1,793 1,687
- telegraph, telephone and telex 5,333 5,421
- card processing 36,342 31,493
- membership fees 1,477 1,481
- surveillance and cleaning 832 857
- other 141,754 62,618
- taxes and duties 75,869 57,368
Total 495,733 401,937
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The fees paid in 2017 to the independent auditors engaged for the legally required audit pursuant to Legislative decree no. 39 of
27 January 2010 are detailed below:

TYPE OF SERVICE SERVICE PROVIDER €000
Audit of the parent’s financial statements KPMG SPA 390
Audit of the subsidiaries’ financial statements KPMG SPA 360
In addition 750

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

The fees reported include the audit of the separate and consolidated financial statements, the limited review of the interim
financial statements and the procedures required by tax legislation to the independent auditors.
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SECTION 12 - Net accruals to provisions for risks and charges - Caption 190

12.1 NET ACCRUALS TO PROVISIONS FOR RISKS AND CHARGES: BREAKDOWN

TYPE OF EXPENSE 2017 2016
Accruals to provisions -2,522 2,981
Total -2,522 2,981

.........................................................................................................................................................

SECTION 13 - Depreciation and net impairment losses on property, equipment and invest-
ment property - Caption 200

13.1 DEPRECIATION AND NET IMPAIRMENT LOSSES ON PROPERTY, EQUIPMENT AND INVEST-
MENT PROPERTY: BREAKDOWN

REVERSALS OF
IMPAIRMENT IMPAIRMENT CARRYING
DEPRECIATION LOSSES LOSSES AMOUNT
ASSETS/EARNING COMPONENTS (A) (B) ©) (A+B-C)
A. Property, equipment and investment property -
A1 Owned -
- Property and equipment 26,972 26,972
- Investment property 1,590 1,590
A.2 Under finance lease -
- Property and equipment 684 684
- Investment property -
Total 29,246 - - 29,246

.........................................................................................................................................................

SECTION 14 - Amortisation and net impairment losses on intangible assets - Caption 210

14.1 AMORTISATION AND NET IMPAIRMENT LOSSES ON INTANGIBLE ASSETS: BREAKDOWN

REVERSALS OF
IMPAIRMENT IMPAIRMENT CARRYING
AMORTISATION LOSSES LOSSES AMOUNT
ASSETS/EARNING COMPONENTS (A) (B) ©) (A+B-C)
A. Intangible assets -
A1 Owned -
- Generated internally -
- Other 38,578 - 38,578

A.2 Under finance lease -

.........................................................................................................................................................
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SECTION 15 - Other operating expense and income - Caption 220

15.1 OTHER OPERATING EXPENSE: BREAKDOWN

31.12.2017 31.12.216
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Transfer of revenue from services 18,212 19996
Other costs 7,634 11,140

Total 25,846 31,136
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15.2 OTHER OPERATING INCOME: BREAKDOWN

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

Lease income 854 901
Services 251,192 238,877
Recoveries of stamp duties from customers and post office expenses 71,069 70,586
Otherincome 80,305 6,205

Total 403,420 316,570
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SECTION 16 - Share of profits (losses) of investees - Caption 240

16.1 SHARE OF PROFITS OF INVESTEES: BREAKDOWN

EARNING COMPONENTS/SECTORS 2017 2016

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

1) Jointly-controlled entities

A.Income

1. Fair value gains
2. Gains on sales
3. Reversals of impairment losses
4. Otherincome
B. Costs
1. Fair value losses
2. Impairment losses
3. Losses on sales

4. Other costs
Net profits (losses)

2) Associates

A.Income
1. Fair value gains
2. Gains on sales
3. Reversals of impairment losses
4. Other income

B. Costs
1. Fair value losses
2. Impairment losses
3. Losses on sales
4. Other costs

Net losses

13,230
14,590

470

10,923

17,367 =

= 18

0000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s 0000000ssscsesssscsscsesssscscses

Total

17,367 18
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SECTION 19 - Gains (losses) on sales of investments - Caption 270

19.1 NET GAINS ON SALES OF INVESTMENTS: BREAKDOWN

EARNINGS COMPONENTS/SECTORS 2017 2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

A. Property
- Gains on sales
- Losses on sales
B. Other assets
- Gains on sales - -
- Losses on sales 7 -

Net gains -7 -

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

SECTION 20 - Income taxes - Caption 290

20.1 INCOME TAXES: BREAKDOWN

EARNINGS COMPONENTS/SECTORS 2017 2016

1. Current taxes -19,459 -22,489
2. Change in current taxes from previous years (+/-) 2,274 537
3. Decrease in current taxes for the year (+)

3. bis Decrease in current taxes for the year due to tax assets as per
Law no. 214/2011 (+)

4. Change in deferred tax assets (+/-) 2,408 -596
S. Change in deferred tax liabilities (+/-) -10,078 3,280
6. Tax expense for the year (-) -24,855 -19,268

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

20.2 RECONCILIATION BETWEEN THE THEORETICAL AND EFFECTIVE TAX EXPENSE

2017 2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

Reconciliation between the theoretical and effective tax rate

Theoretical tax rate 331% 331%
Tax exempt income and other decreases -21.6% -34.7%
Non-deductible costs 12.7% 17.0%
Effective tax rate 24.2% 15.4%
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SECTION 22 - Profit for the year attributable to non-controlling interests - Caption 330

22.1 CAPTION 330 “PROFIT FOR THE YEAR ATTRIBUTABLE TO NON-CONTROLLING INTERESTS"

COMPANY NAME 2017 2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

Consolidated investments with significant non-controlling interests

- Help Line 1,697 10
- Nexi Payments -1,046 1,576
- Bassilichi -25

Total 626 1,586
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Part D - Breakdown of comprehensive income

BREAKDOWN OF COMPREHENSIVE INCOME

(€000)
GROSS INCOME NET
CAPTIONS AMOUNT TAX AMOUNT
10. Profit for the period X X 78,466

Items that will not be reclassified subsequently to profit or loss
20. Property, equipment and investment property
30. Intangible assets
40. Defined benefit plans -51 16 -35
50. Non-current assets held for sale
60. Share of valuation reserves of equity-accounted investees
Items that will be reclassified subsequently to profit or loss
70. Hedges of investments in foreign operations
a) fair value gains (losses)
b) reclassification to profit or loss:
c) other changes
80. Exchange rate gains (losses)
a) fair value gains (losses)
b) reclassification to profit or loss
c) other changes
90. Cash flow hedges:
a) fair value gains (losses)
b) reclassification to profit or loss
c) other changes
100. Available-for-sale financial assets
a) fair value gains (losses) 25,931 -980 24,950
b) reclassification to profit or loss
- impairment losses
- gains/losses on sales
c) other changes
110. Non-current assets held for sale
a) fair value gains (losses)
b) reclassification to profit or loss
c) other changes
120. Share of valuation reserves of equity-accounted investees
a) fair value gains (losses)
b) reclassification to profit or loss
- impairment losses
- gains/losses on sales

c) other changes

130. Other comprehensive income (expense) 25,880 -965 24,915
140. Comprehensive income (expense) (10 + 130) 25,880 -965 103,381
150. Comprehensive income attributable to non-controlling interests X X -277

160. Comprehensive income attributable to the owners of the parent X X 103,658
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Part E - Risks and related hedging policies

Introduction

Nexi Group attaches great importance to the management and risk control as conditions to ensure reliable and sustainable
value creation in a context of controlled risk.

The risk management strategy aims to achieve a comprehensive and coherent vision of the risks, considering both the mac-
roeconomic scenario and the Group's risk profile, fostering a culture of risk and strengthening a transparent and accurate rep-
resentation of the risks of Group portfolios.

This section includes information related to the Nexi banking group, which includes:

» Nexi S.p.A. (“Nexi” or the “parent”), holding, included in the banks register: as well as management, coordination and control
activities, NEXI provides the group companies with centralised financial, lending and administrative assistance services and the
market with payment and securities services;

» Nexi Payments S.p.A., financial company included in the register of payment institutes as per article 114-septies of the Con-
solidated Banking Act: it provides payment services in accordance with article 11.6.3/4/5 of Legislative decree no. 11 of January
27th, 2010 and related services;

 Help Line S.p.A. ("Help Line”), operating company: a contact centre business

- Oasi Diagram - Outsourcing Applicativo e Servizi Innovativi S.p.A. ("“Oasi”), operating company: it performs, inter alia,
data security and supervisory reporting activities on an outsourcing basis;

« Bassilichi S.p.A. (“Bassilichi”), operating company: in the Nexi Group since July 2017, it provides payment services and busi-
ness services market. The subsidiaries of Bassilichi and included in the Nexi Group are: Consorzio Triveneto, Moneynet, Bass-
mArt, BassilichiCEE e ArsBlue.

Risk Management at Nexi Group

The bank’s internal controls form a system designed to provide reasonable security about attainment of the efficiency and
effectiveness objectives for its operations, the reliability of financial statements disclosures and compliance with the ruling laws
and regulations. They include organisational, requlatory and methodological controls designed to efficiently and economically
ensure management and strategic control, operating and technical-operational activities.

The internal controls are organised on different levels:

« line controls, aimed at ensuring correct operating practices; these are hierarchical type controls performed by the same
production unit which are usually part of the same procedures or performed as back office activities;

- risk management controls, designed to define risk measurement methods, check compliance with their assigned limits by
the various operating units (second level controls) and check consistency of each production unit’s operations with their risk/
return objectives;

« compliance controls, to monitor risks of non-compliance with external and internal regulations;

« internal audit procedures, designed to identify irreqularities, violations of procedures, internal and external requlations and
to assess the overall working of the internal controls.

Non-operational, independent units carry out the risk management, compliance and internal audit activities.

Responsibility for the internal controls lies with the board of directors that establishes the risk appetite and, accordingly, provides
for the definition and approval of the risk strategies and management policies. The board of directors is also responsible for
ensuring the internal controls are consistent with the risk management policy.

The group monitors and manages the risks to which it is exposed using well-defined methods and processes, applicable
throughout the economic cycle.

The parent’s risk management unit monitors and controls the group’s risks, working closely with the boards of statutory auditors
and general managers of the parent and its subsidiaries. It reports to the group companies’ boards of statutory auditors and the
parent’s risk committee and managing director.

The risk management unit’s activities mainly consist of measuring, monitoring and reporting risks related to the business activ-
ities of all the group companies. It also checks the suitability of the parent’s and group’s own funds to cover the various types of
risks.
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The unit is specialised in the related reqgulations and provides assistance with the methods set out in the policy to manage
non-compliance risk approved by the board of directors.

As part of the internal controls, the bank has a Risk Policy, which sets out the principles, aims and methods to manage (method-
ology and tools) the main risks to which it is exposed. It also has a Risk Appetite Framework (RAF), which reconciles its strategic
planning and risk management as it defines the level and type of risk acceptable to the bank when pursuing its strategic objec-
tives.

In Risk Appetite Framework (RAF) of the Group, introduced in 2012 to ensure that the risk-bearing assets remain in line with the
expectations of shareholders and regulatory requirements, the risk-taking strategies are summarized. The general principles are
as follows:

« the Group's objective is not to eliminate risk, but to understand them and manage them in such a way as to guarantee an ade-
quate return in the face of risks taken, ensuring stability and continuity in the long term;

« the Nexi Group has a moderate risk profile where capital adequacy, earnings stability, strong liquidity position and strong rep-
utation are the cornerstones to preserve their current and future profitability;

« the Nexi Group intends to maintain a strong presence on the major specific risks (not necessarily related to macroeconomic
shocks) which the Group may be exposed;

« the Group attaches great importance on compliance risks and reputation. With regard to compliance risk, the Group aims to
respect the procedural and substantive rules in order to avoid sanctions and to maintain a solid relationship of trust with all its
stakeholders. With regard to the reputation risk, Bank of Italy circular 285 defines it as the current or prospective risk of a decline
in profits or capital deriving from a negative perception of the bank's image by customers, counterparties and shareholders of
the bank, investors or supervisory authorities. The Group pursues the active management of its image among all stakeholders
and aims to prevent and limit any negative effects on it, monitoring this risk through a specific "integrated Group framework
for the assessment and control of Reputation "which is divided into the following phases:

- Identification of the stakeholders deemed relevant, to which the potential impacts of reputation deriving from the analyzes
carried out are associated;

- Assessment of reputational risk by integrating the methods adopted within the Group in relation to ordinary activities and
events, as well as the continuous analysis of indicators ad hoc identified;

- Aggregation of assessments aimed at monitoring the perception of the Group's reputation;

- Management of deviations from the normal perception of the Group's reputation and identification, in the event that any
anomalous situations occur, of specific corrective actions to be implemented;

- Implementation of task forces in case of risk events with potential high impact on the Group's reputation.

The Risk Appetite Framework represents the overall framework within which it is intended to manage the risks taken by the
Group with the definition of the general principles of risk appetite and the subsequent articulation of the presidium:

« the overall risk profile;
« the Group's main specific risks.

The management of overall risk profile derived from the definition of the general principles and consists of a structure of limits
to ensure that the Group, even under severe stress conditions, respecting the minimum levels of solvency, liquidity and profita-
bility. It is also to ensure the required reputational risk and compliance profiles.

The framework defines parameters for each category that are the maximum risk limit the Group intends to assume, the best risk
limit (risk target) and an early warning level (risk trigger), which when breached, triggers contingency plans and/or mitigation
actions to avoid reaching the risk limit.

Given the importance of risk management to strategic planning, the bank also defined the operating methods in a specific
regulatory folder, which also sets out the roles and responsibilities of the internal units involved in identifying, assessing and
monitoring the most important transactions. Risk assessment based on the most important transactions consists of an assess-
ment of the consistency of the most important transactions’ risk profile with the bank’s risk appetite. The risk profile of these
transactions considers the risk appetite policies approved by the board of directors as well as the rules and regulations issued by
the regulators for supervised intermediaries.

The aforementioned Risk Policy and Regulatory Folder n. 157 also govern the Nexi Group ICAAP Process, which was carried out
taking into account the requirements of the Bank of Italy Circular No. 285 of December 17th, 2013 "Supervisory Provisions for
Banks" and subsequent updates, the EBA indications "Guidelines on ICAAP and ILAAP information collected for SREP purposes”
and the expectations of the European Central Bank on ICAAP and ILAAP published through a letter to the market of January 8th,
2016 sent to the so-called "Significant” banks.
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Responsibility for the capital adequacy assessment process lies with the board of directors that establishes the risk appetite and,
accordingly, provides for the definition and approval of the risk strategies and management policies.

The guidelines for the Group's risk, defined in the Risk Policy document are received by the Boards of Directors of the Group
companies. The guidelines are subject to annual review, or "per event" in case of significant changes at the organizational and /
or strategic level.

Nexi also analysed the activities performed, which are mainly related to the providing of products and services to banks and ma-
jor corporate customers, and identified operational risk as the main risk faced by it. In order to handle this risk and comply with
the capital requirement, the bank activated an operational risk framework, which is a specific process that identifies risk factors,
assesses the level of exposure to risks and the effectiveness of the actions taken to control and monitor these risks.

Finally, from 2075 it has been introduced an integrated stress test model in order to verify the simultaneous impacts of different
risk factors as a result of assumptions of exceptional but plausible events. Object of the integrated stress tests are two regulatory
indicators: the Common Equity Tier 1 Ratio - Ratio CETI - and the Liquidity Coverage Ratio - LCR (calculated according to the
QIS diagram).

For the purposes of stress, requlatory indicators have been broken down into their components calculation; the latter were then
broken down in turn in primitive variables, which represent the variables to stress.

The identified stress scenarios are primarily carried out through static shock and, in a second moment, through the Monte Carlo
simulation.

The Basel 3 rules

From January 1Ist, 2014 the reforms of the Basel Committee agreements ("Basel 3") were transposed into law of the European
Union with the objective to strengthen the capacity of banks to absorb shocks arising from financial and economic tensions,
regardless of their origin, to improve the risk management and governance, to strengthen the transparency and disclosure of
the banks.

Doing so, the Committee has maintained the three pillars approach, which was the basis of the previous capital agreement
known as "Basel 2", integrating and strengthening it to increase the quantity and quality of the capital base of the intermediaries,
as well as introducing countercyclical supervision tools and rules on the management of liquidity risk and on containment of
leverage.

At Community level, the contents of "Basel 3" were transposed into two legal instruments:

« Regulation (EU) No. 575/2013 of June 26th 2013 (CRR), governing the prudential supervision of the First Pillar and public disclo-
sure rules (Third Pillar);

« Directive 2013/36 / EU of June 26th 2013 (CRD 1V), which deals, inter alia, the conditions for access to banking activity, the
freedom of establishment and the freedom to provide services, the process of prudential supervision, the additional capital
reserves.

In addition to the European Union legislation, the Bank of Italy Circular no. 285 of December, 17th 2013 collects the prudential
supervisory regulations applicable to Italian banks and banking groups, reviewed and updated to adapt domestic legislation to
the changes introduced in the international requlatory framework, particularly with respect to the new European Union frame-
work for banking supervision, as well as to take into account the needs identified in the exercise of the supervision of banks and
otherintermediaries.

The Group, in order to adapt to the rules laid down by Basel 3, has taken appropriate project initiatives in order to improve the
measurement systems and the related risk management systems.

The adequacy of the risk control system is also represented in the annual report of the supervisory review process for the pur-
pose of capital adequacy (ICAAP), which was approved and sent to the Bank of Italy in the month of April 2017

As part of the adoption of "Basel 3", the Group has published the document entitled "PUBLIC DISCLOSURE BY ENTITIES AC-
CORDING TO REGULATION (EU) No 575/2013", which is published annually on the website (www.nexi.it) and contains informa-
tions on capital adequacy, risk exposure and the general characteristics of the systems used to identify, measure and manage
these informations.
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SECTION 1 - Credit risk
QUALITATIVE DISCLOSURE

General issues

Credit risk is the risk that an unexpected variation in a counterparty’s credit standing may lead to its default, generating unex-
pected losses on cash exposures or endorsement credits (risk of default), or that generates a related unexpected variation in the
asset’s market value (migration risk).

Lending is not the Nexi Group’s core business but it is an important part of its operations and mainly affects the Treasury unit, the
Securities Services BU and some business units of the parent, Nexi, and the subsidiary Nexi Payments.

In fact, the group’s core business is not to grant financing but it does grant credit facilities, mainly to third parties that, due to the
products/services provided to them and the operating/financial rules thereof, require credit facilities in the form of cash (credit
facilities) or commitments (endorsement credits).

With respect to the first level controls, the head of the Treasury unit and the head of the Securities Services BU check and mon-
itor that the lending transactions performed by the treasury and finance unit comply with the maximum operating limits and/
or caps. As part of the second level controls, the risk management unit checks compliance with the operating limits and large
exposures. It also calculates the exposure with related parties every day.

The risk management unit also assesses the correct monitoring of the individual credit exposures, the consistency of classifica-
tions, the adequacy of accruals and the adequacy and tracing of the recovery process.

Nexi Payments has a specific credit risk profile in respect of the direct issue of credit cards, which entails its exposure to its cus-
tomers.

The issue of credit cards only takes place after suitable investigations of the customers and Nexi Payments’ Fraud and Credit
Management unit continuously monitors credit risk over the period of the credit card’s validity (first level controls).

In order to strengthen controls over credit risk, relevant information about the credit exposure (amount of credit facilities, use
of credit facilities, overruns, any non-performing positions) is collected in a structured and organic manner by the various IT
procedures.

NEXI does not operate in innovative financial products such as credit derivatives.

Also because of the limited number of exposures normally taken on by the group, its credit risk measurement methods and the
related controls over credit risk trends are simple and lean; it does not use scoring systems or external and/or internal ratings.

Pursuant to the prudent reqgulations (Bank of Italy circular no. 285), the bank’s assessment of credit risk includes counterparty
risk, that is the risk that a counterparty to a transaction may default before the transaction’s cash flows have been finalised. This
latter risk is negligible considering the bank’s total weighted assets as it has always been below 1% of the total credit and coun-
terparty risk.

Organisational aspects

The group’s organisational structure ensures the proper monitoring and management of risks. With specific respect to credit
risk, the board of directors has the sole powers to make policies that affect the group’s operations. It approves the strategies and
risk management policies and the group’s organisational structure for internal controls. The proxy system provided for by an
internal policy approved by the board of directors attributes specific powers to some bodies and units for decisions about credit.
As required by the internal requlations, credit risk is managed and monitored by the:

« board of directors;

» managing director/general manager;

« Credit & Financial Committee;

« Credit and Branches unit.
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Management, measurement and control systems

Credit management by Nexi

The parent is a “second level” bank, whose core business is the providing of products and services mainly in the sector of pay-
ment systems and administrative services for the custody, administration and settlement of securities.

Its lending policies are requlated by a specific requlation and it provides credit to:

« banks;

« stock brokerage companies;

« financial companies included in the lists covered by the Consolidated Banking Act;
« large corporate customers;

e OEICs;

« fund management companies.

Nexi only provides credit facilities to retail customers who are group employees and employees of the former NEXI (Equens)
Group in the form of current account overdrafts and personal loans. It does not provide loans.

The credit facilities offered by Nexi, diversified by type of customer, include:

« operating treasury facilities;

e intermediation caps in the Target 2 and E-Mid settlement system;

« syndicate loans;

« endorsement credits and other commitments for guarantees issued (sureties, letters of patronage);
« cash credit facilities;

« personal loans.

The lending approval procedure starts after receipt of a formal application from the customer by the relevant unit which is sent
to the Credit & Branches office. This stage includes the correct identification of the risk and an assessment of the customer’s
reliability, i.e, its ability to meet its financial commitments arising from the receipt and subsequent use of the financing.

Customers do not have to make specific applications for operating limits and/or intermediation caps. The preliminary investiga-
tion is initiated by the Treasury unit or the competent internal unit.

In order to monitor counterparties that operate in the retail intermediation services sector, the group has introduced specific op-
erating limits to monitor and check these parties’ operations. In certain cases, it asks for guarantees to mitigate any risks it takes on.

The group grants banks that provide issuing and acquiring services for the Nexi payment cards with appropriate overdrafts on
the accounts held for these activities in order to monitor its exposure to them.

All the applications for credit and allocations of operating limits are reviewed by the Credit office, together with the service manager
and then approved by the Credit & Financial Committee. If no obstacles are identified, the Credit & Financial Committee expresses its
assessment of the application, including about the guarantee acquired or to be acquired for the board of directors to take its decision.

A proxies structure, approved by the board of directors, allows the authorised parties to take decisions within set limits.

After the credit facility is provided, risks are checked and monitored as follows:

« periodic assessments of the customers and reviews of their positions;

« checks of overruns;

« checks of information from Bank of Italy’s credit information centre;

« identification of indications that the risk is more serious;

« periodic checks of the adequacy of the credit facilities used within the bank and the banking sector compared to equity for the
mutual fund sector (to check the legal limit imposed by Bank of Italy’s requlation).
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Management of overruns

The Credit office checks and analyses any overruns every day and informs the relevant units of all positions with overruns (cur-
rent accounts in Euro and foreign currency with and without credit facilities). The units firstly check the accounting entries and,
if necessary, make the relevant adjustments. They analyse the reasons for the overruns and invite the customers to immediately
rectify their positions if this is appropriate. They also inform the credit office and the risk management unit of their actions.

Positions with particular difficulties are subjected to the activation of the credit reclassification procedure, by means of an in-
struction of suitable practice for the resolution by the duly authorized bodies, with the consequent reports in the Central Credit
Register pursuant to Bank of Italy regulations.

In addition, following the introduction of Circular 285/2013, a structured process for continuous monitoring of impaired loans
has been defined and the perimeter of the Risk Management Service competence activities has been revised. The perimeter has
been enriched, among other things, of the credit quality monitoring: the results, from the second quarter of 2014, are included,
together with those of the credit risk monitoring, in a special section of the Tableau de Bord.

The examination of the data reported in the Tableau de Bord, sent on a quarterly basis to the Bank of Italy, shows a certain
variability of the entity of overruns, which may be relevant in the various surveys, due to the limited number of counterparties
entrusted, but however, it is very limited at the overall level compared to total credit lines.

Operating limits

The Treasury unit manager supervises and checks that all the financial transactions carried out by their unit comply with the
operating limits and/or approved caps. The risk management unit monitors compliance with the operating limits granted to the
banks on a daily basis as a second level control. These limits are granted on the basis of standard parameters and vary depending
on the nature of the instrument and its implicit volatility as well as the duration or residual life of the transaction.

The group has an application which performs the centralised check of the existing operating limits each day and issues general
alerts when the threshold is exceeded.

During 2017 there were 4 overruns of the assigned operating limit, of limited size and returned to the limits in the month in which
they are highlighted, for the most part due to the overlapping of operations performed by the various Desk.

Risk concentration limits

The risk management unit monitors compliance with the risk concentration limits (large exposures, requlated by the Bank of
Italy in Part Two, Chapter 10, of Circular 285 of December 17, 2013 and subsequent updates) on a daily basis, assisted by the level 1
controls already performed by the relevant units.

In the course of 2017 there were 2 overruns of the limit to the concentration of risks, both lasting one day, towards a bank coun-
terparty.

Limits to exposures to risk activities and conflicts of interest with related parties

Regulations covering the limits to risky transactions with related parties and parties related to them introduced exposure
limits for Nexi and the group (considering separate and group reqgulatory capital) vis-a-vis “Company personnel”, “Investors
exercising control or significant influence”, “Other investors” and “Parties subject to control or significant influence”.

Controls over the risky transactions take place daily together with the controls over large exposures, including positions with all
the group companies. Any excesses of the regulatory limits generate alerts for the various units involved.

In addition to the controls over exposures to the individual related parties, the group also calculates the overall exposure to all
the related parties and the parties related to them each day (this procedure was introduced in 2013) as a percentage of the con-
solidated regulatory capital. This is part of the RAF.

During 2017, the monitoring carried out showed, starting from the month of October, the exceeding of the limit of exposures
to related parties with Unione Fiduciaria, of which Nexi holds a significant shareholding (24%), and to which it does not there
are credit exposures, due to the reduction in the consolidated requlatory capital at the level of the Banking Group, which con-
sequently determined the proportional decrease in the regulatory exposure limit. no overruns of the limits for exposures to
related parties.
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Credit quality monitoring

The monitoring of the Nexi credit quality, reported for the first time in the Tableau de Bord of the first quarter of 2015, is per-
formed, in the absence of a significant number of non-performing loans, on the persistence and amount (at the reference
date of the end of the month) of negative balances of corporate accounts and banking accounts (besides the eventual credit
granted).

During the year 2017, the monitoring did not show exposures to banks, while, as far as corporate exposures are concerned, the
presence in all the surveys of the same non-performing position already present in previous years was recorded, as well as, dur-
ing the second quarter, the exceeding of part of a counterpart of the "'negative balance>€ 1 million plus credit for at least 30 days”
limit, partly determined by technical problems (suspended by regulation)).

Nexi payments’ credit management
Nexi Payments has a specific credit risk profile in respect of the direct issue of credit cards, which entails its exposure to its cus-
tomers.
The other receivables are generated by operating irregularities in the activities of:
« issuing through banks, when amounts can be debited to blocked cards for which the bank is relieved from the related credit
risk after the block has been communicated;
e acquiring, such as:
- recharges to merchants after complaints by cardholders or banks for any reason through the charge-back cycle;
- non-payment of commissions by the merchants.

These types of risks generated by operating irreqularities are operational risks.

Credit risk is monitored constantly, checking that the exposures are within the set budget limits at the beginning of each year.
Nexi Payments also carefully rates each new merchant or cardholder in the case of directly issued cards before agreeing new
contracts.

The risk management unit monitors credit risk trends and their effect on the risk policy and set range. The risk management unit
also monitors the compliance with the specific limits approved by the board of directors and described in the “Nexi Payments
S.p.A. risk quantification limits” document, annually prepared with the first level units and the risk management unit.

The document sets out the reference values and ranges for each first and second level indicator assigned to monitor Nexi Pay-
ments’ credit risks, calculated on the basis of analysis of historical series, projections about the company’s future performance
and that of the market and indications present in the group’s risk policy.

These values, calculated to contain risk, are approved by the parent’s Risk Committee and Nexi Payments’ board of directors.

The risk management unit reports on compliance with these values to the risk committee and to the Nexi Payments’ board of
directors and identifies any irreqularities or critical issues arising from controls of the first and second level limits.

The group has specific maximum gross and net insolvency limits and limits to the related cost to check and measure risk.
It monitors these limits constantly as well as expected losses compared to actual losses and losses incurred for business reasons.

This credit risk control consists of preliminary checks by the first level units, starting with the analysis of the credit application.
Itincludes:

« internal controls;

« consistency controls;

« positive and negative information from the credit bureau;

« credit scoring algorithms.

Another process relevant for credit risk is the monitoring and recovery of receivables from cardholders and merchants, in order

to contain the impact of risk events. The following controls are performed:

« daily monitoring of negative events (unpaid direct debits) using a flag to limit the card’s spending limit and possible revoke of
the banking counterparties;

« automatic checks of the use of cash advances in excess of the maximum contractual limits.
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The credit risk analysis model for directly issued cards uses the historical trends, starting from 2010, of recorded losses and esti-
mated losses (non-performing positions adjusted by the recovery percentage) normalised by the total exposure for the current
month. Its results are VaR and the annual expected and unexpected loss.

The operating management methods for prior years (before 2010) are not consistent with the currently used one and, therefore,
they cannot be used as a comparison.

Time series analysis is performed; the output is then processed, using Monte Carlo methodology for the calculation of the ex-
pected and unexpected losses on an annual basis.

The expected and unexpected losses, calculated using an annual confidence interval of 99%, are subjected to second level con-
trols described in the Quantitative risk limits document.

With respect to its servicing activities, Nexi Payments does not have risks related to receivables due directly from retail custom-
ers as it provides issuing servicing and acquiring servicing activities. Therefore, the related credit risk falls on the banks that have
the issuing and/or acquiring licences.

With two customer servicing banks, which are subject to supervision, the credit risk closes within 30 days (the time period be-
tween issue of one account statement and the next) with an average exposure of 15 days, while for all the others it lasted one
working day. This exposure is borne by NEXI, which carries out settlement with a compensated currency.

Credit risk mitigation techniques

In order to mitigate credit risk, the relevant bodies may decide to tie the granting of credit facilities to the receipt of suitable
guarantees, based on the results of the related credit facility application investigation. These guarantees may be collateral, such
as securities and/or cash deposits, contractual guarantees or endorsement guarantees.

The credit office and the Securities Services BU reqularly check at least once a year the quantitative and qualitative adequacy of
the guarantees given by customers. In the case of ascertained total or partial default, they request the customers integrate the
guarantees on a timely basis. If this does not take place, they immediately revise the position to comply with the identified risks.

The acquired guarantees do not have specific limits that could affect their legal validity.
There were no significant changes in the management of guarantees compared to the previous year.

Nexi does not make use of any guarantees granted by counterparties on 3112.2017 in order to mitigate the impact on the Internal
Capital of credit risk (so-called "Credit Risk Mitigation"). The only type of exposure for which the credit risk mitigation guaran-
tees are used is that relating to the balance cards issued by Nexi Payments in bank issuing mode, for which there is a contractual
guarantee by the issuing bank: the debit to the holder is made through SDD to act on the account of the holder at the issuing
bank, without the possibility of cancellation by the bank itself, and consequently no contractual or operational problems arise
when the guarantee is used.

Impaired financial assets

The Credit & Financial Committee regularly reviews all potentially irreqular positions and decides on the recovery activities to be
taken as well as changes in the position’s status, based on the relevant parameters. These decisions are reviewed by the board
of directors.

Classification of assets by debtor quality complies with the categories established by Bank of Italy.

With respect to impaired positions, impairment losses are recognised after the individual measurement of each position.

With respect to Nexi Payments, impairment losses are made collectively. Assets are tested for impairment by category and the
loss percentages are estimated considering historical figures that allow an estimate of possible losses.
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Country risk

Country risk is the risk of losses caused by events that take place in countries other than Italy. This concept is wider than that
for sovereign risk as it covers all exposures regardless of the type of counterparty involved, be they natural persons, businesses,
banks or public administrations.

The group includes country risk as part of credit risk and it is not a significant risk given that:

« most of weighted exposures to non-Italian subjects is the equity investment held in EquensWorldline. As Equens is a leading
international payment operator, we can reasonably assume its strong economic independence from the country of the main
office (the Netherlands);

« the other Nexi’s exposures are, for the most part, with parties that offer settlement and custody services, such as Clearstream
and Euroclear, or international banks (e.g., Barclays, BNP Paribas), that can reasonably be assumed to be very independent
economically of the country where their head office is;

« Nexi Payments’ exposures are solely with international circuits (Mastercard and Visa, both of which have their registered office
in the US) as part of the process to settle card transactions. Once again, it is reasonable to assume that they are very independ-
ent of the countries where their head office is in economical terms;

« the exposures are mostly with parties based in countries with high ratings;

« the exposures to subjects resident in Croatia (rating BB) are almost exclusively from Mercury Processing, which has its head-
quarters and part of its operations in Croatia, and which therefore can be considered to have sufficient responsiveness in the
event of problems inherent to its country;

« the capital requirement for credit risk is calculated without using the counterparty rating parameter but solely the rating of the
counterparty’s country of residence. Therefore, the capital requirement includes the country risk component.

Both for country and issuer risks, the risk management unit checks that the securities in portfolio have the characteristics indi-
cated in the financial requlation once a month and prepares a quarterly report for the manager of the relevant department and
the managing director.
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QUALITATIVE DISCLOSURE
A. CREDIT QUALITY

A.IMPAIRED AND UNIMPAIRED LOANS: CARRYING AMOUNT, IMPAIRMENT LOSSES, PERFOR-
MANCE, BUSINESS AND GEOGRAPHICAL DISTRIBUTION

A.1.1Breakdown of financial assets by portfolio and credit quality (carrying amount)

BANKING GROUP

NON- IMPAIRED OTHER UNPAIRED

PERFORMING PROBABLE PAST DUE IMPAIRED PAST DUE
PORTFOLIOS/QUALITY LOANS DEFAULTS LOANS EXPOSURES LOANS TOTAL
1. Available-for-sale financial assets - - - - 2,501,990 2,501,990
2. Held-to-maturity investments - - - - 4966 4,966
3. Loans and receivables with banks - - - - 835,116 835,116

4. Loans and receivables with

customers 391 385 - - 2,910,137 2,910,913

5. Financial assets at fair value
through profit or loss - - - _ R -

6. Financial assets held for sale - - - - - -

Total at 31.12.2017 = 6,252,208 6,252,985

Total at 31.12.2016 391 709 = 1 6,776,940 6,778,041

0 0000000000000000000000000000000000000000 0000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000ssscscssesssscssosssssse

A.1.2 Breakdown of financial assets by portfolio and credit quality (gross amount and carrying

amount)
IMPAIRED ASSETS UNIMPAIRED ASSETS
00 00000000000000000000000000000000000000000000000OF 0000000000000 00000000000000000CCCIOIOCOIOIOIOIOIOIOIOIOIOIOIOTEOIOOTEOIOTTOES TOTAL
PORTFOLIOS/ GROSS INDIVIDUAL CARRYING GROSS COLLECTIVE CARRYING (CARRYING
QUALITY AMOUNT IMPAIRMENT AMOUNT AMOUNT IMPAIRMENT AMOUNT AMOUNT)
1. Available-for-sale
financial assets - - - 2,501,990 - 2,501,990 2,501,990
2. Held-to-maturity
investments - - - 4966 - 4,966 4,966
3. Loans and
receivables with
banks - - - 835,116 - 835,116 835,116
4. Loans and
receivables with
customers 4,305 3,915 391 2,915,036 4,513 2,910,522 2,910,913
S. Financial assets at
fair value through
profit or loss - - - - - - -

6. Financial assets
held for sale - - - - - - -

Total at 31.12.2017 4,305 3,915 391 6,257,108 4,513 6,252,595 6,252,985

00 0000000000000 00000000000000000000000000000000000000000000000080000000000000000006000000000000000000000000000000000000000000000000000000000000000000000000s

Total at 31.12.2016 4,987 4,596 391 6,783,678 6,028 6,777,650 6,778,041

0000000000000000000000000000000000000000000000000600000000000600000800000000000860000000000000000000000000000000000000000000000000000000s0sscsscsscsscscsscsse
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ASSETS WITH POOR CREDIT
QUALITY OTHER ASSETS
CUMULATED
IMPAIRMENT CARRYING CARRYING
PORTFOLIOS/QUALITY LOSSES AMOUNT AMOUNT

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000000000000000000000000crscscssssesccsscnsnsesce

1. Financial assets held for trading 17,376

2. Hedging derivatives _
Total at 31.12.2017 = = 17,376

Total at 31.12.2016 - - 13,153

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000000000000000000000000crscscssssesccsscnsnsesce

A.1.3 Banking group - Loans and receivables with banks on and off-statement of financial
position: gross amounts, carrying amounts and due dates

GROSS AMOUNT

Gecescscccscscscscscssscscscecscssscscssecscssecssssecssssecs e e

IMPAIRED ASSETS

ececececsecesecsccesesscsesesecscsesssscsesnses

FROM FROM 6
TYPE OF EXPOSURES/ UPTO3 3TO6 MONTHS AFTER1T UNIMPAIRED INDIVIDUAL COLLECTIVE CARRYING
AMOUNTS MONTHS MONTHS TO1YEAR YEAR ASSETS IMPAIRMENT IMPAIRMENT AMOUNT

00 0000000000000000000000000000000000 00000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000sscsscscssessesssscsssscsssace

A. ON-STATEMENT OF
FINANCIAL POSITION

a) Non-performing loans - - - - R - R B

- including: negotiated
exposures - - - - - - - -

b) Probable defaults - - - - - - - R

- including: negotiated
exposures - - - - - - - -

c) Impaired past due loans - - - - - - - -

- including: negotiated
exposures - - - - - - - -

d) Unimpaired past due loans - - - - - - _ _

- including: negotiated
exposures - - - - - - - -

e) Other unimpaired
exposures - - - - 851,779 - - 851,779

- including: negotiated
exposures - - - -

Total A = = = = 851,779 = = 851,779

B. OFF-STATEMENT OF
FINANCIAL POSITION

a) Impaired - - - - - - - -
b) Other - - - - 5,687 - - 5,687

Total B 5,687 = 5,687

Total A+B 857,467 857,467

00 0000000000000000000000000000000000 00000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000sscsscscssessesssscsssscsssace
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A .1.6 Banking group - Loans and receivables with customers on and off-statement of financial
position: gross amounts, carrying amounts and due dates

GROSS AMOUNT
IMPAIRED ASSETS
FROM FROM6
TYPE OF EXPOSURES/ UPTO3 3TO6 MONTHS AFTER1 UNIMPAIRED INDIVIDUAL COLLECTIVE CARRYING
AMOUNTS MONTHS MONTHS TO1YEAR YEAR ASSETS IMPAIRMENT IMPAIRMENT AMOUNT

0 0000000000000000000000000000000000600000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscssscsscsssscsnsscse

A. ON-STATEMENT OF
FINANCIAL POSITION

a) Non-performing loans - - - 2,088 - 1,697 - 391

- including: negotiated
exposures - - - - - -

b) Probable defaults 3,010 - - - - 2,625 - 385

- including: negotiated
exposures - - - - - - - -

¢) Impaired past due loans - - - - - - - -
- including: negotiated
exposures - - - - - - - -
d) Unimpaired past due
loans - - - - - - - -
- including: negotiated
exposures - - - - - - - -

e) Other unimpaired
exposures - - - - 5,418,214

'
—_
(o]
(o]
[ee]

5,416,326

- including: negotiated
exposures - - - - - - - -

Total A 2,088 5,418,214 5,417,102

B. OFF-STATEMENT OF
FINANCIAL POSITION

a) Impaired - - - R R R . _
b) Other - - - - 497983 - - 497983

Total B = 497,983 = 497,983

Total A+B 3,010 = = 2,088 5,916,198 4,322 1,888 5,915,086

0 0000000000000000000000000000000000600000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscssscsscsssscsnsscse




116- NE@XI - 2017 Reports and Financial Statements

A.1.7 Banking group - On-statement of financial position loans and receivables with customers:
gross impaired positions

NON-PERFORMING PROBABLE IMPAIRED
PURPOSES/CATEGORIES LOANS DEFAULTS PAST DUE LOANS

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 s00cscsescsesesesecnsscnsns o

A. Gross opening balance 4,987 4,820

- including: positions transferred but not derecognised

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 s00cscsescsesesesecnsscnsns o

B. Increases
B.1transfers from performing loans 1,023 -
B.2 transfers from other impaired loan categories
B.3 Other increases 234 779

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 s00cscsescsesesesecnsscnsns o

C. Decreases
CJtransfers to performing loans
C.2 derecognitions 1,251 2,132
C.3 collections 505 457
C.4 gains on sales
C.5losses on sales
C.6 transfers to other impaired loan categories
C.7 other decreases 182 -

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 s00cscsescsesesesecnsscnsns o

D. Gross closing balance 4,305 3,010

- including: positions transferred but not derecognised

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 s00cscsescsesesesecnsscnsns o
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A.1.8 Banking group - On-statement of financial position loans and receivables with customers:
changes in impaired positions

IMPAIRED PAST DUE
NON-PERFORMING LOANS PROBABLE DEFAULTS LOANS

00000000 00000000000000000000000000 0 0000000000000000000000000000000000 s s0s0cesesesessssssssrsesescsososse o

INCLUDING: INCLUDING: INCLUDING:
NEGOTIATED NEGOTIATED NEGOTIATED
PURPOSES/CATEGORIES TOTAL EXPOSURES TOTAL EXPOSURES TOTAL EXPOSURES

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssssscsscsscsscsnssesse

A. Opening balance 4,596 4,m

- including: positions transferred
but not derecognised

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssssscsscsscsscsnssesse

B. Increases
B.1 Impairment losses 495 968
B.2 losses on sales

B.3 transfers from other impaired
loan categories

B.4 other increases

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssssscsscsscsscsnssesse

C. Decreases
C.1fair value gains

C.2 reversals of impairment losses
due to collection

C.3 gains on sales 51
C.4 derecognitions

C.5transfers to other impaired
loan categories 1,126 2,454
C.6 other decreases

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssssscsscsscsscsnssesse

D. Closing balance 3,914 2,625

- including: positions transferred
but not derecognised

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssssscsscsscsscsnssesse
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A.3 BREAKDOWN OF GUARANTEED EXPOSURE BY TYPE OF GUARANTEE

A.3.1 Guaranteed loans and receivables with banks

PERSONAL GUARANTEES (2)

R R P T R TP P PR P PP PRI

COLLATERAL (1) CREDIT DERIVATIVES ENDORSEMENT CREDITS

000 000000000000000000000000000000000000000s $000000000000000000000000000000000000000000s s00000000cscscscsscscsssscscssscssssscss

OTHER DERIVATIVES

secescscscscscscscscscscscssscscsssns s

GOVERN-
PROPERTY MENT  OTHER GOVERN-  OTHER
MORT- UNDER OTHER AND  GOVER- MENTAND  GOVER-
NET GAGED  FINANCE SECURI- COLLATE- CENTRAL  NMENT CENTRAL  NMENT TOTAL
AMOUNT PROPERTY LEASE TIES RAL CLN BANKS AGENCIES BANKS OTHER  BANKS AGENCIES BANKS OTHER (1+2)

000000000000 000000000000000000000000000000000000000000000000000000000600000000000000000000000000000000000000000000000000000000000000000000000sssscscsscsssosssosossoss

1. Guaranteed
loans:

111ully guaran-
teed 136,217 - - 135,886 - - - - - - - - - - 135,886

-including:
impaired - - - - - - - - B - . N B _

1.2 partly gua-
ranteed - - - - - - - B B - _ ) B B

-including:
impaired - - - - - - - N . - - B . . N

000000000000 000000000000000000000000000000000000000000000000000000000600000000000000000000000000000000000000000000000000000000000000000000000sssscscsscsssosssosossoss

2. Off-statement of
financial position
guaranteed
loans:

21fully guaran-
teed - - - - - - - - - - - - - - -

-including:
impaired - - - - - - - - - - _ 3 N ,

2.2. partly
guaranteed - - - - - - . - - ) _ _
-including:
impaired - - - - - - - - B . . N B

000000000000 000000000000000000000000000000000000000000000000000000000600000000000000000000000000000000000000000000000000000000000000000000000sssscscsscsssosssosossoss
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A.3.2 Banking group - Guaranteed loans and receivables with customers

1. Guaranteed
loans:

111ully guaran-
teed
-including:
impaired
1.2 partly gua-
ranteed
-including:
impaired

NET

204,548

MORT-
GAGED
AMOUNT PROPERTY

COLLATERAL (1)

PROPERTY
UNDER

OTHER

FINANCE SECURI- COLLATE-
RAL CNL

0000000000 00000000000000000000000000000000000000000000006000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscssossssssossososssoss

LEASE

TIES

203,819

PERSONAL GUARANTEES (2)

R R TR R Py PR P P P Y T P P Y PP PP PR PP PRI

CREDIT DERIVATIVES
OTHER DERIVATIVES

tecesecssecscsesesscsccesecscscsesen e

GOVERN-  OTHER

MENTAND GOVER-

CENTRAL NMENT
BANKS AGENCIES BANKS

OTHER

ENDORSEMENT CREDITS

GOVERN-
MENT AND
CENTRAL
BANKS

00 00000000000000000000000000000000000000 s $00000000000000000000000000000000000000000s s0000000csesscssesssscsesssscsssscscsnsse

OTHER
GOVER-
NMENT TOTAL
AGENCIES BANKS OTHER  (1+2)

- 203,819

0000000000 00000000000000000000000000000000000000000000006000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscssossssssossososssoss

2. Off-statement of
financial position
guaranteed
loans:

21fully guaran-
teed
-including:
impaired
2.2, partly
guaranteed
-including:
impaired

0000000000 00000000000000000000000000000000000000000000006000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscssossssssossososssoss
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B. BREAKDOWN AND CONCENTRATION OF CREDIT EXPOSURE

B.1 BANKING GROUP - BREAKDOWN OF LOANS AND RECEIVABLES WITH CUSTOMERS ON AND
OFF-STATEMENT OF FINANCIAL POSITION BY BUSINESS SEGMENT (CARRYING AMOUNT)

GOVERNMENTS OTHER GOVERNMENT AGENCIES FINANCIAL COMPANIES

000 000000000000000000000000000000000000 s $00000000000000000000000000000000000000 0 0000000000rsesesssssssssscssscscscscsese

[ - [ [ [ =
O =z Sz O =z L=z O =z Sz
£ 32 gz gf gr pr g 32 B
%o S8 8% z3 28 %8 g3 88 gE
EH 5% 3 Zs 5% dg EH 58 3
<G Oqa oo g Oq oa g [~ oo
EXPOSURES/ v Zs 0= v Zs oS v Zs 0s
COUNTERPARTS
A. ON-STATEMENT
OF FINANCIAL
POSITION
A1 Non-performing
loans - - - - - - 391 1,491 -
- including:
negotiated
exposures - - - - - - - - -
A.2 Probable defaults - - - - - - - - -
- including:
negotiated
exposures - - - - - - - - -
A.3 Impaired past due
loans - - - - - - - - -
- including:
negotiated
exposures - - - - - - - - -
A4 Unimpaired
exposures 2,502,302 - - 3,843 - 75 2,157,089 - -
- including:
negotiated
exposures - - - - - -

2,502,302 75 2,157,480 1,491

B. Off-statement of
financial position

B.1 Non-performing
loans - - - - - - - - -

B.2 Probable defaults - - - - - - - R _

B.3 Other impaired
assets - - - - - - - - -

B.4 Unimpaired
exposures 129,063 - - 263 - - 41,121 - -

Total B 129,063 = = = 41,121

00 000000000000000000000000 0000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000csscscscsssssssssscscscsssscs

Vel ) 2,631,366 - - 4,105 - 75 2,198,601 1,491 -

AT 31.12.2017

00 000000000000000000000000 0000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000csscscscsssssssssscscscsssscs

Total (A +B)
AT 31.12.2016 3,172,292 - - 1,852 - 45 1,800,809 1,491 -

0000 00000000000000000000000 000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000c0ssscsossesssscscscssss
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INSURANCE COMPANIES NON-FINANCIAL COMPANIES OTHER

00 0000000000000000000000000000000000000 0 ©000000000000000000000000000000000000000 00000000sescsesesesssesesssecssssscssses

AL
AL

CARRYING
AMOUNT
INDIVIDU
IMPAIRMENT
COLLECTIVE
IMPAIRMENT
CARRYING
AMOUNT
INDIVIDU
IMPAIRMENT
COLLECTIVE
IMPAIRMENT
CARRYING
AMOUNT
INDIVIDUAL
IMPAIRMENT
COLLECTIVE
IMPAIRMENT

EXPOSURES/
COUNTERPARTS

A. On-statement of
financial position

Al Non-performing
loans - - - - 206 - - 2,217 -

- including:
negotiated
exposures

A.2 Probable defaults - - - - - - 385 - 2,625
- including:
negotiated
exposures

A.3 Impaired past
due loans - - - - - - - - -

-including:
negotiated
exposures

A4 Unimpaired
exposures 10,866 - - 97,554 - - 644,672 - 1,813

- including:
negotiated
exposures

645,057

B. Off-statement of
financial position

B.1 Non-performing
loans - - - - - - - - -

B.2 Probable defaults - - - - - - - R _

B.3 Other impaired
assets - - - - - - - - -

B.4 Unimpaired
exposures 7128 - - 694 - - - - -

Total B 7,128 -

secesecesesecssecscscsesece sossecesesesesssescssscnne eesceccecscesesessececcscscsccssssecesnses

Ve L) 17,994 - 98248 206 2,217 4,438

AT 31.12.2017

00 000000000000000000000000 0000000000000 00000000000000600000000000000000000000000000000000000000000000000000000000000000000scsssescscscssssesscsscscsssscs

Total (A +B)
AT 31.12.2016

000000000000 000000000000000 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssscsossscscsssscscsse

153 = = 2,033 257 - 1,149,444 2,848 5,983
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B.2 BANKING GROUP - BREAKDOWN OF LOANS AND RECEIVABLES WITH CUSTOMERS ON
AND OFF-STATEMENT OF FINANCIAL POSITION BY GEOGRAPHICAL SEGMENT (CARRYING
AMOUNT)

OTHER EUROPEAN REST OF THE
ITALY COUNTRIES AMERICAS ASIA WORLD

000 0000000000000000000008 $000000000000000000000008 ©000000000000000000000008 $00000000000000000000000s se0c0s0ces0ces s 00000 s 00

CARRYING
AMOUNT
TOTAL
IMPAIRMENT
CARRYING
AMOUNT
TOTAL
IMPAIRMENT
CARRYING
AMOUNT
TOTAL
IMPAIRMENT
CARRYING
AMOUNT
TOTAL
IMPAIRMENT
CARRYING
AMOUNT
TOTAL
IMPAIRMENT

EXPOSURES/
GEOGRAPHICAL
AREAS

A. On-statement
of financial
position
A1 Non-
performing
loans 391 3,915 - - - - - - - -

A.2 Probable
defaults 385 2,625 - - - - - - - -

A.3Impaired past
due loans - - - - - - - - - -

A4 Unimpaired
exposures 5,231,057 1,813 76,577 - 107,824 831 - 37 -
Total 5,231,833 8,353 76,577 - 107,824 - 831 - 37 -
B. Off-statement

of financial
position

B.1 Non-performing
loans - - - - - - - - - -

B.2 Probable
defaults - - - - - - - - R _

B.3 Other impaired
assets - - - - - - - - - -

B.4 Unimpaired
exposures 178,236 - 18 - 16 - - - - -

Total 178,236 = =

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0scsssssssssssssscscs

Total at 31.12.2017 5,410,069 8,353 76,595 - 107,840 = 831 = 37 =

Total at 31.12.2016 5,996,533 10,579 60,396 68,280

0000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0ssssoscsscscscsnsosscs
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B.3 BANKING GROUP - BREAKDOWN OF LOANS AND RECEIVABLES WITH CUSTOMERS ON
AND OFF-STATEMENT OF FINANCIAL POSITION BY GEOGRAPHICAL SEGMENT (CARRYING
AMOUNT)

OTHER EUROPEAN REST OF THE
ITALY COUNTRIES AMERICAS ASIA WORLD

CARRYING
AMOUNT
CARRYING
AMOUNT
CARRYING
AMOUNT
CARRYING
AMOUNT
CARRYING
AMOUNT

EXPOSURES/
GEOGRAPHICAL
AREAS

A. On-statement
of financial
position

A1 Non-
performing
loans - - - - - - - - - -

A.2 Probable
defaults - - - - - - - _ - _

TOTAL
IMPAIRMENT
TOTAL
IMPAIRMENT
TOTAL
IMPAIRMENT
TOTAL
IMPAIRMENT
TOTAL
IMPAIRMENT

A.3 Impaired past
due loans - - - - - - - - - -

A4 Unimpaired
exposures 774,479 - 37,542 - 27,359 - 8,736 - 3,663 -

Total 774,479 - 37,542 - 27,359 - 8,736 - 3,663 -
B. Off-statement
of financial
position
B.1 Non-
performing
loans - - - - - - - - _ -
B.2 Probable
defaults - - - - - . - R _ _
B.3 Other
impaired
assets - - - - - . - - ; _

B.4 Unimpaired
exposures 4,633 - 1,055 - - - - - - -

Total at 31.12.2016 723,246

C. SECURITISATIONS OF ASSETS

The group has not undertaken these types of transaction.

D. DISCLOSURE ON STRUCTURED ENTITIES NOT CONSOLIDATED FOR ACCOUNTING PURPOSES (OTHER
THAN SECURITISATION VEHICLES)

D.1 CONSOLIDATED STRUCTURED ENTITIES
Nothing to report.

D.2 STRUCTURED ENTITIES NON CONSOLIDATED FOR ACCOUNTING PURPOSES
D.2.1Structured entities consolidated for supervisory purpose
Nothing to report.

The information of qualitative and quantitative nature referred to in this section are not to be provided by the banks that issue
consolidated financial statements in accordance with Circular 262 of the Bank of Italy.
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D.2.2 Other structured entities

DIFFERENCE

BETWEEN

EXPOSURE AT

CAPTION MAXIMUM  RISK TO LOSS

TYPE OF TOTAL TOTAL CARRYING EXPOSURE AT AND CARRYING

STRUCTURED RECOGNISED ASSETS RECOGNISED LIABILITIES AMOUNT RISKTO LOSS AMOUNT

ENTITY ASSETS (A) LIABILITIES (B) (C=B-A) (D) (E=D-C)
Available-for-sale

2. OEIC units financial assets 20,916 - - 20,916 75,000 54,084

0000000000000 0000000000000000000000000000000000000000000008000000000000000000060000000000000000000000000000000000000000000000000000000000sscsscsssscsscsscssece

E. TRANSFERS
The group has not performed any transfers.

F. CREDIT RISK MEASUREMENT MODELS
The group does not have state-of-the-art tools to measure credit risk given its profile.

1.2 BANKING GROUP — MARKET RISKS
1.2.1Interest rate and price risk - requlatory trading book
QUALITATIVE DISCLOSURE

Market risk

Market risk is the risk of incurring losses generated by operating on the market for financial instruments (requlatory trading
book), currencies and commodities, due to fluctuations in market factors or the issuer’s situation. This risk is applicable only to
Nexi as it manages financial instruments on the group’s behalf. Activities that generate market risk are performed by the Chief
Financial Officer (CFO) Area, the Treasury unit and the Securities Services BU.

The finance requlation governs these activities and defines the operating limits for the subcomponents of market risk, such as
currency risk, interest rate risk on the trading book, issuer risk, country risk and counterparty risk. In addition, the regulation
sets operating limits for the various activities for the amounts involved, VaR, the stop loss as well as the criteria and methods to
monitor positions.

The governance model in place to manage and monitor risks is based on the segregation between the management processes
and the risk control processes on the one hand and, on the other, development of same processes in line with the group’s hier-
archical structure and by assigning proxies.

The first level controls are carried out by the CFO Area and the Securities Services BU for the activities related to them, while the
second level controls are performed by the risk management unit. This unit monitors market risk on a daily basis using the VaR
of the positions in securities and foreign currency. It also performs second level controls on compliance with assigned limits.

The risk management unit also checks and processes ex post the data related to the group’s total risk positions each day and
prepares the reports necessary to check the limits set by the finance requlation. It also performs specific tests to check the level
of existing risk scenarios or future scenarios for the current portfolio. If the VaR limits are exceeded, the risk management unit
manager promptly informs the relevant unit, its manager and the managing director. The risk management unit also informs the
Treasury unit and/or the Securities Services BU manager of situations that are close to exceeding their limits. The unit ensures
that sufficient information about transactions involving derivatives is provided in its reports.

It monitors positions in securities and foreign currency using VaR with a confidence interval of 99% and a time horizon of 10 days,
calculated using a parametric model. This test is performed on the entire portfolio, separating the Other portfolio from the HTC
portfolio and the HTCS portfolio, which are monitored directly by the board of directors.

The VaR, defined to obtain a reasonable estimate of potential losses in normal market conditions, is not designed to, nor does
it, include an analysis of extreme events. Stress tests are used to check the impact of extreme conditions on the portfolio and
violations of the assumptions underlying the model used by identifying the remaining risk and providing information comple-
mentary to VaR.

Daily stress tests are performed on the VaR of securities and currencies as well as the daily calculation of VaR.
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Basis risk

The basis risk is defined as the risk of losses caused by unmatched variations in the spot and future price that are similar but not
identical. This risk is especially pertinent to banks that calculate their capital requirements using standard methods by offsetting
positions in one or more equities included in an equity index with one or more future positions/other derivatives linked to this
index or that offset opposing positions in futures on equity indexes that do not have the same expiry date, composition or both.

The group is not exposed to this risk as it does not use futures/derivatives to hedge positions exposed to market risk and, there-
fore, these instruments are not included in the calculation of the capital requirement for market risk using the standard method.
The group’s operations in banking book derivatives is limited to trading in OTC options which, as per its internal regulations,
does not generate positions. The risk positions for other financial instruments are hedged by specular hedges.

General aspects about interest rate risk
This risk is inherent in the group’s core banking business as it is part of the process of change over time, space and form of finan-
cial resources and in the financial assets trading business.

The objectives and strategies underlying trading activities in place to manage the securities portfolio are designed to maximise
profitability and exploit investment opportunities as part of an approach to contain risks. This leads the group to have a bonds
portfolio with a relatively short duration.

The trading book includes financial instruments subject to regulatory capital requirements for market risk, as defined in the
supervisory communication regulations.

Interest rate risk management processes and measurement methods

Interest rate risk is calculated using the method already provided for by Circular 263/2006 and currently by Circular 285/2013 for
class 2 banks, revising, as required by the same legislation, the simplified assumptions concerning the estimate of the stable sha-
re (so-called "core component") and its distribution in the time bands, so as to make the calculation of risk more consistent with
its operations. This method requires that the exposure to interest rate risk related to the banking book is assessed “by referring
to the annual changes in interest rates recorded in a 6-year observation period, considering alternatively the st percentile (fall)
or the 99° (upside)".

General aspects about price risk

Price risk is the risk of fluctuations in the prices of financial instruments due to variations in market variables or specific factors of
the issuers or counterparties. It can be general, due to a change in the price of an equity instrument caused by fluctuations in the
reference market, or specific, caused by a change in the price of a specific equity instrument compared to its reference market
following changes in expectations about the financial soundness or future profitability of the issuer.

Management and measurement of price risk
Like for the other risks, the group’s strategy adopted to manage price risk is prudent.

This risk is monitored through specific reports and by calculating the VaR (which is performed daily by the risk management
unit).
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QUANTITATIVE DISCLOSURE

1. REGULATORY TRADING BOOK: BREAKDOWN BY RESIDUAL MATURITY (REPRICING DATE)
OF ON-STATEMENT OF FINANCIAL POSITION FINANCIAL ASSETS AND LIABILITIES AND
DERIVATIVES -

CURRENCY: EURO
FROM3 FROM 6 FROM1 FROMS5
ON UPTO3 TO6 MONTHS TOS TO10 AFTER10 OPEN
TYPE/RESIDUAL TERM DEMAND MONTHS MONTHS TO1YEAR YEARS YEARS YEARS TERM
1. Assets
1.1 Debt instruments
- with early repayment option - - - - 107 - 12 -
- other 1,016 3,707 1,409 2,248 4,402 1,024 130 -

1.2 Other assets - - - - - - R _

2. Liabilities
2.1 Repurchase agreements - - - - - - - R
2.2 Other liabilities - - - - - . - -

0000 0000000000000000000000000000000000000 000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000sssnscsossesssscscscssss

3. Financial derivatives

3.1 With underlying security

- Options
+long positions - - - 2 R - - R
+short positions - - - 2 - _ R _

- Other derivatives
+long positions 274 58,250 703 651 92,900 15,692 - -
+short positions 294 151,712 808 359 301 15,745 - -

3.2 Without underlying security

- Options - - - - - - - -
+long positions - - - - - - - -
+ short positions - - - - - - - -

- Other derivatives
+long positions - 37987 45,251 - - - - -
+short positions - 842,812 45,285 - - - - -

0000 0000000000000000000000000000000000000 000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000sssnscsossesssscscscssss
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CURRENCY: OTHER

FROM3 FROMS6 FROM1 FROM 5
ON UPTO3 TO6 MONTHS TOS TO10 AFTER10 OPEN
TYPE/RESIDUAL TERM DEMAND MONTHS MONTHS TO1YEAR YEARS YEARS YEARS TERM

0 0000000000000000000000000000000000000000 0000000000000 00000000800000000000000000000000000000000000000000000000000000000000000000s0scssscsossscssccssccscsse

1. Assets
1.1 Debt instruments
- with early repayment option 50 - - - 8 128 26 -
- other 169 1 - 174 547 196 268 -
1.2 Other assets - - - - - - - -

0 0000000000000000000000000000000000000000 0000000000000 00000000800000000000000000000000000000000000000000000000000000000000000000s0scssscsossscssccssccscsse

2. Liabilities
2.1 Repurchase agreements - - - - - - - -
2.2 Other liabilities - - - - - - 1 _

0 0000000000000000000000000000000000000000 0000000000000 00000000800000000000000000000000000000000000000000000000000000000000000000s0scssscsossscssccssccscsse

3. Financial derivatives
3.1 With underlying security
- Options
+long positions - - - - - - _ _
+short positions - - - - - _ _ _
- Other derivatives
+long positions - - - - - - R R
+short positions - - - - _ R _ _
3.2 Without underlying security
- Options
+long positions - - - . - _ R _
+short positions - - - - . . _ R
- Other derivatives
+long positions - 839,400 45,037 - - . _ _
+short positions - 37902 45,037 - - - - -

0 0000000000000000000000000000000000000000 0000000000000 00000000800000000000000000000000000000000000000000000000000000000000000000s0scssscsossscssccssccscsse

1.2.2 INTEREST RATE AND PRICE RISKS - BANKING BOOK

QUALITATIVE DISCLOSURE

A. General aspects, management and measurement of interest rate risk

The banking book’s interest rate risk is the risk of losses in its value due to potential changes in interest rates.

The main source of this type of risk is the repricing risk, i.e., the risk arising from the mismatch of maturity dates and repricing of
assets and liabilities, the main aspects of which are:

« yield curve risk, the risk arising from the group’s exposure to changes in the slope and shape of the return curve;

« basis risk, the risk arising from the mismatching of changes in interest rates paid and received on different instruments that
may have similar repricing characteristics.

This risk relates solely to the parent for its banking book.

The group’s funding and lending have historically mainly being obtained or granted through current accounts or with short-
term maturities (nearly all within three months). As most of the liquidity in current accounts is that in the giro accounts, which
are used for operating purposes and not for funding and/or lending transactions, the group’s actual exposure to this risk is rather
limited.

The risk management unit monitors this risk daily to assess its impact using a method based on the guidance set out in Annex
C of Title 111, Chapter 1 of Bank of Italy Circular no. 285, which assesses the absorption in terms of internal capital of a variation of
200 bp on the return curve on the banking book, weighing the various exposures depending on their residual life and adopting
an internal method to classify current accounts, as required by the above-mentioned supervisory regulations.
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With respect to Nexi Payments and its business, positions are concentrated in the “within one month” category with minimum
exposure. Moreover, the mismatching due to the issuing and acquiring activities solely relates to the settlement date and not to
the value date, which is the same for credit and debit movements.

With regard to monitoring interest rate risk, the Risk Management Service of NEXI carries out stress tests on interest rate risk,
assuming parallel movements of the rate curves and analyzing the consequent effects.

General aspects, management and measurement of price risk

The banking book’s price risk mainly refers to the equity investments held for the long term and financial instruments, mostly
Italian government bonds, which are not included in the trading book as they are also held for investment purposes.

The board of directors is the sole body responsible for the related internal controls for the latter instruments.

B. Fair value hedges
Not applicable.

C. Cash flow hedges
The group’s hedging strategies are generic and may also refer to the interest rate risk applicable to the on-demand items.
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QUANTITATIVE DISCLOSURE

1. BANKING BOOK: BREAKDOWN BY RESIDUAL MATURITY (BY REPRICING DATE) OF FINANCIAL
ASSETS AND LIABILITIES

CURRENCY: EURO

TYPE/RESIDUAL TERM

DEMAND MONTHS

FROM3

ON UPTO3 TO 6

MONTHS TO1YEAR

FROM 6 FROM1
MONTHS TOS5
YEARS

FROMS5
TO 10
YEARS

AFTER10
YEARS

OPEN
TERM

0 000000000000000000000000000000000000 00000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000scsesescscsscsssscsssscsese

1. Assets
1.1 Debt instruments
- with early repayment
option
- other
1.2 Financing to banks
1.3 Financing to customers
- current accounts
- other financing
- with early repayment
option

- other

tesecececesecescscscssesesesesescscscs sessesssssee

2. Liabilities
2.1 Due to customers
- current accounts
- other payables
- with early repayment
option
- other
2.2 Due to banks
- current accounts
- other payables
2.3 Debt instruments
- with early repayment
option
- other
2.4 Other liabilities
- with early repayment
option
- other

Gececececesececesescsseseceseseseceses sesesseseseccsessesesescscsssesesesesene

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

sesececesssecene

4. Other off-statement of
financial position transactions

+long positions
+short positions

781,194 4,966 15,897
270,122 480,215 -
1,746,450 - -
24,456 52,710 20,814
6,088,255 - -
20,159 344,421 -
1,401,430 - -
212,671 - -

- 1,014 -

- 7,083 -

essecescscscscscsseccsesescses

essecescscscscscsseccsesescses

- 1,709,124
2,460 -
- 391
53,219 97,714

ececescecssececscscscsssescsscscscscsssssssscscscscsssescsscscscssssecnse

essecescscccccs

essecescscccccs

esceccscscscscscesesecscsccnnece

esceccscscscscscesesecscsccnnece

esceccscscscscscesesecscsccnnece

- 6,069

0 000000000000000000000000000000000000 00000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000scsesescscsscsssscsssscsese
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CURRENCY: OTHER

TYPE/RESIDUAL TERM

DEMAND

ON UPTO3
MONTHS

FROM 3

FROM 6
TO6 MONTHS
MONTHS TO1YEAR

FROM

TOS
YEARS

1 FROM S5

TO 10
YEARS

AFTER
10 YEARS

OPEN
TERM

0000000000 000000000000000000000000000 000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000s0esoscsosesesssscsscscsssscsese

1. Assets

1.1 Debt instruments
- with early repayment

option

- other

1.2 Financing to banks

1.3 Financing to customers
- current accounts
- other financing

- with early repayment

option

- other

78,094

15,160

P R R N R R R R PR PR PR PP PPy P P PR TR

2. Liabilities

2.1 Due to customers
- current accounts
- other payables

- with early repayment

option

- other

2.2 Due to banks
- current accounts
- other payables
2.3 Debt instruments

- with early repayment

option

- other

2.4 Other liabilities

- with early repayment

option

- other

820,001

321

76,849

B R R R N T R R PP PP PP PR )

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

sescecssececcscsisnse

4. Other off-statement of
financial position transactions

+long positions

+short positions

cecescscssececesessesescssesessescssesnne

ceececcscscccns

ceececcscscccns

esseccscscscccs

esseccscscscccs

esseccscscscccs

esseccscscscccs

esseccscscscccs

esseccscscscccs

esseccscscscccs

esseccscscscccs

esseccscscscccs

esseccscscscccs

esseccscscscccs

esseccscscscccs

essesecscscssccce

essesecscscssccce

essesecscscssccce

0000000000 000000000000000000000000000 000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000s0esoscsosesesssscsscscsssscsese
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1.2.3 CURRENCY RISK

A. General aspects,management and measurement of currency risk

Currency risk arises on the mismatch between foreign currency assets and liabilities (cash and forward) for each currency, origi-
nating from positions taken on by the centres specialised in market risk, within the assigned limits and proxies.

Currency risk nearly entirely originates from trading activities on behalf of customers and / or from foreign currency trading
activities carried out through trading in various market instruments. The risk management unit monitors this risk constantly by
calculating the VaR while the Treasury unit performs the relevant first level controls.

The group’s exposure to currency risk, calculated using the net foreign currency positions and a method in line with the super-
visory regulations, is contained because every significant foreign currency transaction with institutional counterparties is usually
hedged on the market with an offsetting transaction. Transactions involving small amounts carried out on behalf of customers
or for trading purposes that generate a position open to exchange rate risk are monitored in real time by the Treasury unit in
compliance with the limits set by the current Rules.

It only maintains positions exposed to currency risk within very limited ceilings (which are always fully respected) set for the total
maximum exposure, for each currency and VaR.

B. Currency hedges
The trading book is completely hedged with spot forex positions.

The risk management unit checks that the VaR on existing positions is always within the limits set by the finance requlation every day.

Transfer risk
The transfer risk is defined as the risk that a bank, exposed to a party that finances itself in a currency different to that in which it
earns most of its income, makes losses due to the debtor’s difficulties in converting its currency into the currency of its exposure.

The group is potentially exposed to this risk due to its credit exposures in foreign currencies and Euro credit exposures of parties
based in countries with a legal tender that is not the Euro.

In both cases, these exposures mostly relate to the parent, as the other group and consolidation area companies’ exposures are
only in Euros (net of those of Mercury Processing denominated in its reference currency) and the counterparties (cardholders
and merchants) for Nexi Payments are parties with tax residence in Italy, for which it is presumed that they have liquidity in Euros.

A detailed analysis of these exposures shows that: 1) the overall exposure is mainly denominated in currencies of countries be-
longing to the EU that do not adopt the Euro, for which there are in fact no problems of conversion; 2) among the individual
exposures, over a quarter is with operators, such as Euroclear, Clearstream, BNP Paribs and Bank of New York, which operating as
multi-currency settlement houses currently have the possibility of converting currencies.

Therefore, the group’s transfer risk is very modest, especially if compared to the entire credit risk (of which it can be considered
to be an additional component). The amount and composition of exposures potentially exposed to transfer risk are monitored
to identify any changes.
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QUANTITATIVE DISCLOSURE

1.BREAKDOWN OF ASSETS, LIABILITIES AND DERIVATIVES BY CURRENCY

CURRENCY
POUND CANADIAN OTHER
CAPTIONS US DOLLAR YEN STERLING SWISS FRANC DOLLAR CURRENCIES
A. Financial assets
A.1 Debt instruments 1,598 - - - - -
A.2 Equity instruments 2,565 - - 23 - 153
A.3 Financing to banks 1,795 5,476 12,497 7,218 3,237 37,870
A.4 Financing to customers 15,030 - - - - 129
A.5 Other financial assets - - - - - -
B. Other assets 15 8 5 3 4 mn
C. Financial liabilities - - - - - -
C.1 Due to banks 46,380 1,241 224 6,870 1,426 11,809
C.2 Due to customers 476,603 134,987 12,327 18,095 18,062 61,022
C.3 Debt instruments - - - - - -
C.4 Other financial liabilities - - - - - -
D. Other liabilities - - - - - -
E. Financial derivatives - - - - - -
- Options - - - - - -
+long positions - - - - - -
+short positions - - - - - -
- Other derivatives - - - - - -
+long positions 524,840 181,802 100,093 24,037 16,297 37,368
+short positions 33,985 40,930 - 6,099 23 1,902

Total assets 555,842 187,286 19,537

Total liabilities 556,969 112,552

cecesececcses cecesecesesesesesesssessecssenne cesecscsscscse

Difference 43

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscsnssos

1.2.4 DERIVATIVES
The group’s operations in derivatives and foreign currency mainly relate to matching trades performed on behalf of its customers.

Nexi does not have innovative or complex financial instruments.

In addition, in order to hedge the risk of a reduction in the price and the exchange rate of the Visa C Class shares (which are
convertible into Visa Series A shares at a variable conversion factor according to the charges deriving from the potential liabilities
of the former Visa Europe, acquired by Visa Inc.) in the portfolio of Nexi Payments, a collar was stipulated on a number of shares
that does not take into account the discount applied in the balance sheet, but which has a strike such that, from an economic
point of view, the pay off the derivative, in the event of a reduction in the value in Euro of the Class A Shares below the book
value, is exactly equal to the reduction in the value of the security compared to the hedging target.
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A. FINANCIAL DERIVATIVES

A1 REGULATORY TRADING BOOK: NOTIONAL AMOUNTS AT THE REPORTING DATE
AND AVERAGE AMOUNTS

31.12.2017 31.12.2016

Secececesecsecesecesscsecesecscsesecesscseses secesecsesesecesecsesesecsssesesssecssseseee

OVER THE CENTRAL OVER THE CENTRAL
UNDERLYING ASSETS/TYPE OF DERIVATIVES COUNTER COUNTERPARTIES COUNTER COUNTERPARTIES

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000000ssssscssssssnsessse

1. Debt instruments and interest rates
a) Options - - - -
b) Swaps - - - -
¢) Forwards - - - -
d) Futures - - - -
e) Other - - - -

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000000ssssscssssssnsessse

2. Equity instruments and share indexes
a) Options 764 - - -
b) Swaps - - - _
¢) Forwards - - - -
d) Futures - - - -
e) Other - - - -

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000000ssssscssssssnsessse

3. Currencies and gold
a) Options - - - -
b) Swaps 5,461 - 62,731 -
c) Forwards 822,399 - 1,101,122 -
d) Futures - - - -
e) Other - - - -

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000000ssssscssssssnsessse

4. Commodities - - - R

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000000ssssscssssssnsessse

5. Other underlying assets 12 - - _
Total 828,636 = 1,163,853 =

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000000ssssscssssssnsessse
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A.3 FINANCIAL DERIVATIVES: GROSS POSITIVE FAIR VALUE - BREAKDOWN BY PRODUCT

POSITIVE FAIR VALUE

B R R R R P Py P P T P

31.12.2017 31.12.2016

B R R R P P P T PR PR PP RPN

OVER THE CENTRAL OVER THE CENTRAL
PORTFOLIOS/TYPE OF DERIVATIVES COUNTER COUNTERPARTIES COUNTER COUNTERPARTIES

0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000csessrscsesssescssscsossscssss o

A. Regulatory trading book
a) Options 382 - - -
b) Interest rate swaps - - - -
c) Cross currency swaps - - - -
d) Equity swaps - - - -
e) Forwards 1,094 - 1,374 -
f) Futures - - - -
g) Other 4 - 373 -

0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000csessrscsesssescssscsossscssss o

B. Banking book - hedging
a) Options - - - _
b) Interest rate swaps - - - -
c) Cross currency swaps - - - -
d) Equity swaps - - - _
e) Forwards - - R R
f) Futures - - _ _
g) Other - - - i,

0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000csessrscsesssescssscsossscssss o

C. Banking book - other derivatives
a) Options - - - _
b) Interest rate swaps - - - -
c) Cross currency swaps - - - -
d) Equity swaps - - - _
e) Forwards - - R R
f) Futures - - R R
g) Other - - - i,

Total 1,480 = 1,748 =

0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000csessrscsesssescssscsossscssss o
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A.4 FINANCIAL DERIVATIVES: GROSS NEGATIVE FAIR VALUE - BREAKDOWN BY PRODUCT

PORTFOLIOS/TYPE OF DERIVATIVES

NEGATIVE FAIR VALUE

R R R R PR P P P P P R P P Y T R PR PP PP PP P PR

31.12.2017 31.12.2016

Secececesecsecesecesscsecesecscsesecesscseses secesecsesesecesecsesesecsssesesssecssseseee

OVER THE CENTRAL OVER THE CENTRAL
COUNTER COUNTERPARTIES COUNTER COUNTERPARTIES

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000000ssssscssssssnsessse

A. Regulatory trading book
a) Options
b) Interest rate swaps
c) Cross currency swaps
d) Equity swaps
e) Forwards
f) Futures
g) Other

382 - - -

5,240 - 7,350 -

48 - 278 -

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000000ssssscssssssnsessse

B. Banking book - hedging
a) Options
b) Interest rate swaps
c) Cross currency swaps
d) Equity swaps
e) Forwards
f) Futures
g) Other

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000000ssssscssssssnsessse

C. Banking book - other derivatives
a) Options
b) Interest rate swaps
c) Cross currency swaps
d) Equity swaps
e) Forwards
) Futures
g) Other

Total

5,670 = 7,629 =

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000000ssssscssssssnsessse
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A.5 OTC FINANCIAL DERIVATIVES - REGULATORY TRADING BOOK: NOTIONAL AMOUNTS,
GROSS POSITIVE AND NEGATIVE FAIR VALUE BY COUNTERPARTY - CONTRACTS NOT
INCLUDED IN NETTING AGREEMENTS

CONTRACTS NOT

INCLUDED IN GOVERNMENTS OTHER

COMPENSATION AND CENTRAL GOVERNMENT FINANCIAL INSURANCE NON-FINANCIAL
AGREEMENTS BANKS AGENCIES BANKS COMPANIES COMPANIES COMPANIES OTHER

0000000000000 000000000000 600000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000rsscsscsssosscscsscssse

1) Debt instruments
and interest rates

- notional amount - - - - . - _
- positive fair value - - : _ _ R ;
- negative fair value - - - - _ _ }
- future exposure - - - - _ R _

2) Equity instruments
and share indexes - - - - - - -

- notional amount - - 382 382 - - -
- positive fair value - - - 382 - - -
- negative fair value - - 382 - - - -
- future exposure - - - 57 - - -
3) Currencies and
gold - - - - - - -
- notional amount - - 782,824 45,037 - - -
- positive fair value - - 1,094 - - - -
- negative fair value - - 4,739 549 - - -
- future exposure - - 6,608 450 - - -
4) Other assets - - - - - - -
- notional amount 12 - - - - - -
- positive fair value 4 - - - - - -

- negative fair value - - - - _ _ _

- future exposure - - - R _ i R

Total 16 - 796,029 46,857 = = =
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A.9 RESIDUAL MATURITY OF OTC FINANCIAL DERIVATIVES: NOTIONAL AMOUNTS

UuPTO FROM1TO AFTERS

UNDERLYING/RESIDUAL TERM 1YEAR 5YEARS YEARS TOTAL
A. Regulatory trading book
A Financial derivatives on debt instruments and interest

rates - - - -
A.2 Financial derivatives on equity instruments and share

indexes 764 - - 764
A.3 Financial derivatives on currencies and gold 827,861 - - 827,861
A4 Financial derivatives on other assets - - 12 12
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B. Banking book - - - -

B.1 Financial derivatives on debt instruments and interest
rates - - - -

B.2 Financial derivatives on equity instruments and share
indexes - - - -

B.3 Financial derivatives on currencies and gold - - - -

B.4 Financial derivatives on other assets - - - -

Total at 31.12.2017 828,625 12 828,637
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Total at 31.12.2016 1,163,853 = = 1,163,853
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1.3 BANKING GROUP - LIQUIDITY RISK
QUALITATIVE DISCLOSURE

General aspects, management and measurement of liquidity risk
Liquidity is the ability of a bank to finance the growth of its assets and to meet its payment obligations, without incurring unac-
ceptable losses or costs.

The liquidity risk is defined as the risk for which the bank is not able to meet its obligations when they expire, due to the inability
to raise funds or the presence of limits in the sale of assets. With reference to internationally agreed definitions, a distinction is
made between funding liquidity risk and market liquidity risk.

Funding liquidity risk means the risk that the bank will not be able to raise funds to meet its expected and unexpected current
and future cash outflows, without compromising the day-to-day operations of the bank itself.

Market liquidity risk means the risk that the bank will not be able to liquidate a financial asset without incurring capital losses due
to the lack of liquidity of the reference market or of unrest in it.

The two forms of liquidity risk are often correlated and can manifest themselves in the face of the same triggering factors.

It also distinguishes between:

« Mismatch liquidity risk: the liquidity risk implicit in the structure of the bank's assets and liabilities.

« Contingency liquidity risk: the risk that future events may require levels of liquidity much higher than those previously planned
by the bank; in other words, the risk of not being able to cope with sudden payment commitments in the short term.

Liquidity risk is borne by the parent that manages, as a bank, its liquidity and the liquidity requirements of various group compa-

nies. Regarding instrumental and marginal financing needs:

« Nexi Payments can access credit lines and loans granted by other entities, even for small amounts (less than 10%) of their own
needs.

« Bassilichi has autonomy as regards the lines of credit necessary to meet the financial needs; however, the Parent granted an
intragroup line that replaced most of the lines in place with the other banks.

» Mercury Payment can access the lines of credit and loans granted by Intesa Sanpaolo, of which it was part before the acquisi-
tion and which is still the primary customer of the company.

» Mercury Processing (a Croatian company) has an independent liquidity management, with no need for funding from the Par-
ent Company.

The group’s general liquidity risk management policy is characterised by modest risk appetite and prudently privileges a balance
between assets and liabilities as part of its strategy to increase profitability. Deadlines and amounts of its cash flows allow it to
limit liquidity risk with the balanced return of funds, notwithstanding the fact that the group is very capable of financing itself in
very short periods (one to three days).

The Parent Company's Board of Directors supervises the strategic management of the liquidity risk to which the Group is ex-
posed and ensures the adoption of the crisis management plans, ensuring the effectiveness and efficiency of the solutions to
be undertaken. The Parent Company's Chief Executive Officer is responsible for defining the guidelines for the liquidity risk
management process and for implementing strategic guidelines, as part of maintaining an effective liquidity risk management
and control system. The Board of Statutory Auditors and the Risk Committee are responsible for overseeing the adequacy and
compliance of the liquidity risk management process with the requirements established by the requlations.

The management of liquidity, carried out by the Treasury Service, aims to ensure the Group's financial balance in the various
time buckets, maintaining an adequate dynamic relationship between liabilities and assets, in order to avoid pressure on current
and future sources of liquidity.The parent, Nexi, has regular and ongoing access to credit when the market is stable and liquidity
flow are normal.

Therefore, the group is not significantly exposed to liquidity risk. Its liabilities mainly consist of current accounts with banks or
customers set up to be used as part of its core business rather than for funding purposes. An analysis of its due dates does not
show any critical issues, given the nature of the underlying transactions. Moreover, with respect to its positions other than cur-
rent accounts, there are no critical issues relating to acceleration clauses or clauses requiring additional guarantees if the group
companies are downgraded; also the acquisitions made in the last few years and the consequent funding needs of the Group
companies did not entail and do not lead to problems in the matter.
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With regard to the coverage of intraday liquidity risk, rules are defined for the maintenance of a minimum portfolio of eligible
securities, functional to guarantee the intradayial and period refinancing needs at Central Banks.

The related “liquidity risk policy and contingency funding and recovery plan”’, approved by the parent’s board of directors, sets
the guidelines for liquidity management (liquidity policy) and the rules to be adopted in a liquidity crisis (contingency funding
plan). It incorporates the most recent requlatory updates (Bank of Italy Circular no. 285/2013) and the principles of the group’s
risk policy, thus integrating and completing the rules defined in the finance regulation.

The liquidity risk policy (LRP) defines the liquidity risk management process, which is aimed at ensuring over time the mainte-
nance of a sufficient amount of liquid instruments even in the presence of stress scenarios. It includes a vast range of indicators
to facilitate the monitoring of the bank’s liquidity profile and to promptly identify any deterioration caused by internal factors
or systemic factors.

The contingency funding and recovery plan (CFRP) on the other hand, is a tool to mitigate the potential impacts generated by
situations of strong liquidity drainage; the possible strategies to be implemented for crisis management and the procedures
for obtaining sources of financing are defined; the actions to be taken are indicated with reference to any contingent situation
on the market and to internal causes within the Group, in order to identify and describe the actions to be implemented to deal
promptly and effectively with emergency situations. The CFRP specifies the criteria for identifying the state of crisis and defines
the roles and responsibilities of the actors called to intervene so that the appropriate measures can be taken immediately and
the necessary information flow is guaranteed to the corporate governance bodies and those of control. The CFRP is drawn up
in accordance with the Recovery Plan.

Liquidity reserves

The holding of liquid assets reserves is one of the main instruments for mitigating liquidity risk. Bank of Italy Circular 285 defines
the reference criteria to be followed for the identification and determination of liquid reserves, giving the banks the respon-
sibility to evaluate "limitations or uncertainties of any kind regarding the use of a financial instrument in the scope of liquidity
reserves, its neqgotiability and the determination of its value .

The reserves are registered in specific portfolios under the direct management of the Treasury Service, which is the function
in charge of the centralized management of the Group's liquidity risk. The calculation of the reserves excludes securities that,
although having liquidity characteristics, are registered in the Other portfolio, precisely because they are not subject to the
control of the Treasury unit and related to the operations performed by other units.

Short-term liquidity monitoring
The short-term liquidity monitoring aims to ensure the ability to meet expected or unexpected cash payment commitments
over the four-month time horizon’.

For this purpose, and consistently with the approved maximum tolerance threshold for liquidity, and therefore also with the

nature, objectives and operational complexity of the Nexi Group, the limits and early warning system is divided into two indi-

cators aimed to monitoring in a complementary way the sustainability of the short-term equilibrium, both in normal business

conditions (on going) and in stress scenarios:

» Cumulative net balance "critical bucket” referring to the period with the greatest drainage of liquidity, ie the day before
the charge of the Nexi Payments transaction;

» Minimum cumulative net balance, referred to the weekly analysis of the time buckets up to four months, on the basis of the
Bank of Italy liquidity scheme.

The Risk Management unit monitors, on a daily basis, the cumulative balance relating to the daily situation which, for the typical
operating methods of the Nexi Group, has been assessed as the most critical, and refers to the day before the charge of the Nexi
Payments transaction (which occurs on the 15th of the month and, if it is a public holiday, on the first following working day), in
order to allow a timely intervention in case the liquidity position is worsening.

In addition, the Nexi Group is part of the panel of national banks that participate in the weekly monitoring of short-term liquidity
(3-month time horizon) activated by the Bank of Italy. The survey consists of three schemes: the first one analyzes the "Maturity
Ladder" compiled on the basis of expected cash flows, distinguishing by type of counterparty. The main categories of funding
are detailed in the second report, "Main Deadlines’, while the third report, "Assetable assets’, analyzes the property portfolio
composition, distinguishing between eligible / non-eligible assets and registered / non-recognized assets. The reports "Matu-
rity Ladder" and "Assetable assets" are ordinarily weekly, while the "Principal Deadlines" report usually requires a monthly update,
to be carried out concurrently with the first report of each month.
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3. The reference time horizon for short-term liquidity can be up to 12 months, but for the Nexi Group the relevance is up to four months, since the aggregates with higher maturities
are residual and only concern securities in the portfolio of properties that are due to expire
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Liquidity monitoring is carried out both in a normal "going concern” business and in a stress scenario. The results of stress tests

are used to verify:

« the ability of the Group to cope autonomously (time to survival) with unforeseen liquidity crises in the first period in which they
occur and before launching structural measures aimed at modifying the structure of assets / liabilities;

« if the level of limits / early warning determines the maintenance of liquidity reserves such as to allow the Group to cope with
the initial period of systemic or idiosyncratic stress;

« the effectiveness of management in the event of a crisis.

Structural liquidity monitoring
As mentioned above, for the Nexi Group almost all of the items are sold out over the four-month time horizon (with the excep-
tion of securities in the proprietary portfolio) and, therefore, it is not possible to monitor medium / long-term liquidity.

Therefore, it is more appropriate to evaluate the structural liquidity, understood as the financial equilibrium of the Group's struc-
ture, which is monitored on a quarterly basis using the Basel Ill Net Stable Funding Ratio as part of the Risk Appetite Framework.

Intra-day liquidity monitoring
The intraday liquidity risk derives from the temporal mismatch between payment flows (with settlement in daily cut-off or fol-
lowing provisions received from customers) and incoming flows (the latter being requlated to various intraday cut-offs).

To mitigate this risk, the Supervisory Authorities provide, inter alia, that the banks:

« have an appropriate intra-day reserve (consisting of eligible and easily liquidated securities) to meet their obligations (specific
risk), or a sudden illiquidity of the markets or the bankruptcy of a counterparty of the settlement system (systemic risk). To
this purpose, the Nexi Group holds, as an intraday reserve, government bonds and bank bonds eligible for an amount deemed
appropriate to the period’s specific operating needs, based on estimates of outgoing intraday flows;

« perform continuous monitoring and control of cash flows, providing reliable and timely forecasts of the aforementioned flows
within the individual working day. The cash flows monitoring and control, with an estimate of their performance within the
working day, is performed by the Treasury unit through a specific "Treasury Dashboard”, which reports the forecasts and then
the evidence of the aforementioned flows. The Dashboard also checks the ability to meet its commitments at various cut-off
deadlines with the available economic resources (stock in the management account, intra-day advances, etc.).

The Treasury unit also constantly monitors the liquidity situation on the account with the Central Bank in order to meet the
commitments deriving from the Target movements.

On a monthly basis, the Treasury unit also processes the indicators relating to intraday liquidity, in order to comply with the
provisions of the BCBS document "Monitoring tools for intraday liquidity management" of April 2013.

The TIT system

The liquidity risk governance and management tools used by the group include the TIT system (internal transfer of funds sys-
tem), introduced to comply with the provisions of Bank of Italy Circular no. 285 (title IV, chapter 6, section V). As the group’s only
bank, NEXIS.p.A. has used this system since 2012 and revises it annually.

Liquidity and risk appetite framework

The Risk Appetite Framework defines the level and type of risk that the Group is willing to bear in order to pursue its strategic
objectives, as defined in the Business Plan. The Risk Appetite Framework of the Nexi Group is divided into a selection of dimen-
sions, relevant for the Group and reflecting its operating reality.

With regard to liquidity, the metrics are as follows:

- Liquidity Coverage Ratio — LCR, i e, the ratio of liquid assets (HQLA - high quality liquid assets) to net cash flows in the 30
days of a very acute stress scenario;

« Net Stable Funding Ratio - NSFR, equal to the ratio between stable funding in relation to the composition of assets and
off-balance sheet transactions;

- Ratio between the minimum cumulative net balance "critical range"” and total assets, the ratio between the minimum
cumulative net balance (minimum weekly value of the quarter) and the total assets of the Group (last available data).

The framework defines parameters for each category that are the maximum risk limit the group intends to assume, the best risk
limit (risk target) and an early warning level (risk trigger), which when breached, triggers contingency plans and/or mitigation
actions to avoid reaching the risk limit.
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The liquidity risk tolerance threshold”, defined as the maximum risk exposure possible in a normal business situation (going
concern) integrated by a stress scenario, is the risk limit.

The risk limits associated with the three ratios are:

« Liquidity Coverage Ratio — LCR: 100%.
This ratio has been calculated assuming a severe stress scenario (combined idiosyncratic and market shock scenario simula-
tion) with a risk limit above the legal minimum®.
The group monitors the indicator using the monthly supervisory report, which requires the risk management unit to perform
own checks (consistency and performance) before the reporting unit sends it to Bank of Italy.

 Net Stable Funding Ratio: 100%.
The indicator is monitored starting from the detail items of assets and liabilities and of off-balance sheet items at the consol-
idation area level, integrated with data from other sources (eg LCR reporting data, data supplied by other Group companies
and of the scope of consolidation companies) for items that require further detail (eg in terms of duration, stability, type) with
respect to that shown in the balance sheet.

« Ratio of the cumulative net minimum balance and total assets: 7%.
The cumulated net minimum balance is the minimum amount recorded each quarter of the smaller liquidity situation com-
pared to a normal business scenario.
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4. See Bank of Italy Circular no. 285 and subsequent amendments

5. The LCR indicator became applicable in October 2015 with a minimum threshold of 60%, which increases to 70% from January 2016, 80% from January 2017 and 100% from
January 2018
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QUANTITATIVE DISCLOSURE

1. BREAKDOWN OF FINANCIAL ASSETS AND LIABILITIES BY RESIDUAL CONTRACTUAL

MATURITY

CURRENCY: EURO

ON
CAPTIONS/TIME CLASSES DEMAND

FROM
1TO7
DAYS

FROM
7TO15
DAYS

FROM
15 DAYS
TO1
MONTH

FROM
1TO3
MONTHS

FROM3
TO

6 MON-
THS

FROM 6
MONTHS
TO
1YEAR

FROM
1TOS
YEARS

AFTERS
YEARS

OPEN
TERM
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Assets

A Government bonds -

20,015
1

148,815
3

—

1,624

40,119
209,984

1,273

60,870
42,805

105,000
957

20,819

2,253

2,460
53,228

2,117,020
15,672

98,105

140,131
1,840

179,264

0 0000000000000000000000000000000000 60000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000s0sscssosssscssscscscsscsscsscse

A.2 Other debt instruments 4,504
A3 OEIC units 20,934
A.4 Financing

- banks 301,331

- customers 2,169,790
Liabilities
B.1 Deposits and current

accounts

- banks 1,401,430

- customers 6,110,383
B.2 Debt instruments -
B.3 Other liabilities 644,407

20,014

15,298

108,622

224,764

80,913

14,710
174
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Off-statement of financial
position transactions

C.1Financial derivatives with
exchange of principal

- long positions -
- short positions -

C.2 Financial derivatives
without exchange of
principal

- long positions 4
- short positions -

C.3 Deposits and financing to
be received

- long positions -
- short positions -

C.4 Irrevocable commitments
to disburse funds

- long positions -
- short positions -
C.5 Financial guarantees issued -

C.6 Financial guarantees
received -

C.7 Credit derivatives with
exchange of principal

- long positions -
- short positions -

C.8 Credit derivatives without
exchange of principal

- long positions -

- short positions -

70,516
559,697

7,083
7,083

408,967

15

5,482
81

45,952
46,009

485
37

76,072
653

35,738
35,622
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CURRENCY: OTHER

ON
CAPTIONS/TIME CLASSES DEMAND

FROM
1TO?7
DAYS

FROM
7TO15
DAYS

FROM
15 DAYS
TO1
MONTH

FROM
1TO3
MONTHS

FROM
1TOS
YEARS

AFTER
5
YEARS

OPEN
TERM
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Assets
Al Government bonds -

A.2 Other debt instruments -

A.3 OEIC units -
A4 Financing

- banks 78,094

- customers 15,160
'L.i.ablllties
B.1 Deposits and current

accounts

- banks 76,849

- customers 820,001
B.2 Debt instruments -
B.3 Other liabilities 1,092

n

1,100

663

125
509

1
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Off-statement of financial
position transactions

C.1Financial derivatives with
exchange of principal

- long positions -
- short positions -

C.2 Financial derivatives
without exchange of
principal

- long positions -
- short positions 48

C.3 Deposits and financing to
be received

- long positions -
- short positions -

C.4 Irrevocable commitments
to disburse funds

- long positions -
- short positions -
C.5 Financial guarantees issued -

C.6 Financial guarantees
received -

C.7 Credit derivatives with
exchange of principal

- long positions -
- short positions -

C.8 Credit derivatives without
exchange of principal

- long positions -

- short positions -

427,802
32,435

406,131

80
5,391

FROM 6

FROM MONTHS
3TO6 TO
MONTHS 1YEAR
- 178

45,037 -
45,037 -
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1.4 BANKING GROUP — OPERATIONAL RISKS

A. General aspects, management and measurement of operational risk

Operational risk is the risk of losses arising from errors or shortfalls in internal procedures, human resources or systems and
external factors, including judicial risk. This risk also comprises IT risk, legal risk, model risk and the risk related to financial trans-
actions including those related to market risk.

Operational risk is characterised by cause-effect relationships whereby if one or more trigger events occur, this leads to a detri-
mental event which is directly linked to an economic loss. Therefore, an operating loss is the result of negative economic effects
created by operating events, recorded by the bank and that affect its profit or loss.

The main characteristic of operational risks is that they are inherent to the group’s business and are, therefore, unavoidable
and omnipresent. This implies that they are inherent in the decision to perform a certain activity and, in general, the bank’s
operations rather than, in the case of the other risks, the group intentionally takes credit or financial positions based on its risk
appetite to achieve its target risk/return profile. In order to measure the bank’s exposure to operational risks and the effects of
any mitigating actions, it has to combine the qualitative and quantitative information.

In this context, the Internal Control System must be the main safequard for the prevention and containment of these risks. In
particular, company policies and procedures must be approved and implemented to define, identify, assess and manage expo-
sure to operational risks, including those deriving from events characterized by low frequency and particular seriousness.

The Operational Risk Management Framework

The operational risk governance framework consists of a structured set of processes, functions and resources for the identifi-
cation, assessment and control of operational risks, with particular regard to the objective of ensuring effective prevention and
mitigation measures for risks themselves.

Elements of this framework, in line with the provisions of prudential supervisory requlations, are:

- the assessment of exposure to operational risks as a process that is tightly integrated into the risk management process in all
company activities;

- the formalization and attribution of responsibilities;

- the reporting system.

Considering the Group's specific activities, mainly related to the offer to the financial system of high technological innovation
services and payment systems, Operational Risk is the main risk to which the Group is exposed.

In addition to what is required in terms of capital requirement, the Nexi Group has activated a specific process aimed to fully
analyzing the operational risks to which it is exposed, identifying any areas of vulnerability and setting up adequate management
and control systems. The framework consists of four basic elements:

- Identification;

- Measurement;

- Monitoring and Reporting;

- Management.

The Identification of operational risks takes place through the collection of operational risk information and the coherent
and coordinated processing of all relevant sources of information; the objective pursued is the establishment of a complete
information base. The necessary information is internal loss data with all the information relevant for management purposes
and the subjective assessments acquired through the self-assessment of risks and controls. The collection of this information
takes place on the basis of specific classification models, designed to guarantee a homogeneous representation of the data. The

Identification phase consists of the following processes:

- Collection of operational loss data. The Nexi Group has set up a system for the collection and storage of the Operational Risks
data, including significant losses and the related recoveries, which are suitable for conferring effectiveness on the manage-
ment system. The Loss Data Collection (LDC) process of the Nexi Group provides for the collection of all the injurious events
of the processes of each business line for all Group companies.

- Identification and assessment of operational risks. The Nexi Group has implemented a system to identify potential losses relat-
ed to operational events that, regardless of past events, present a plausible probability of occurrence. The process of identify-
ing and assessing Operational Risks is carried out during:

a. Design of new services / products, identifying the possible types of injurious events related to the initiative, their possible
impact in terms of project and / or product / service and the objectives and actions of control and mitigation to be;

b. Identification and evaluation of the coherence of the risk profile of the Most Significant Transactions (MRO) with the risk
appetite defined by the Group (Risk Appetite Framework, "RAF");
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c. Periodic assessment of the operational risk profile of existing processes: at least once a year, an overall assessment is carried
out, for the relevant business segments, of the level of exposure to Operational Risks through the Risk Control Self-Assess-
ment process (RCSA);

d. Periodic assessment of the IT risk for the best qualification of operational risk by identifying the specific risks inherent in the
ICT sphere and the indication, based on the evidence of the most critical areas, of countermeasures aimed to improve the
risk profile.

Measurement is the risk assessment activity aimed to quantify the capital to be allocated for operational risk. Regulatory capital
corresponds to the minimum capital required by the Supervision to meet operational risks. Economic capital, on the other hand,
is the capital actually needed to meet the expected and unexpected losses induced by the risks themselves. The measurement
of economic and requlatory capital should converge towards a homogeneous unit of measure. Currently the Nexi Group cal-
culates regulatory capital for Operational Risks using the basic method, in consideration of the degree of compliance with the
minimum qualitative-quantitative requirements defined for access to the most advanced models (standardized and advanced).
In addition, for a better assessment of the exposure to risks, the Nexi Group has implemented a quantitative process for assess-
ing operational risks by which expected and unexpected losses are calculated on various percentiles.

The Monitoring phase of the risk profile has the objective of defining a set of risk indicators that allow the reporting of any crit-
ical issues and / or anomalies by means of an adequate reporting system. These indicators include both the specific qualitative
and quantitative indicators relating to the expected operationality within the Risk Appetite Framework, described above, and
the operational risk indicators in the field of e-money, aimed at monitoring the most significant operational risks at which Nexi
Payments is exposed to, as well as the indicators of conduct risk, defined as the current or prospective risk of losses resulting
from inappropriate supply of financial services, including cases of inadequate conduct (fraud / negligence) by the bank.

The Reporting phase aims to ensure timely and appropriate communication to support the management decisions of the

corporate bodies and the organizational functions. Reporting includes the results of the following activities:

- identification and monitoring of loss events identified through the Loss Data Collection (LDC) and Risk Control Self Assess-
ment (RCSA) processes;

- the assessment of operational risks to which the Group processes are exposed (eg evaluation of New Products / Services,
Transactions of Greater Surveys);

- the definition of action plans undertaken in the management and mitigation of risks, with indication of the time horizon of the
plan, of the contact person responsible for managing the same, as well as any supporting operating documents;

- any deviations from the monitoring indicators (RAF, specific indicators of e-money, indicators for monitoring risk measure-
ment and control systems).

Planning and development of the controls are subjected to follow-up processes through their inclusion in a dashboard and are
monitored by the control units (risk management, compliance and internal audit), which check all the actions taken to improve
the internal controls. The findings of the monitoring process are assembled once a quarter and communicated regularly to the
internal bodies to provide a complete picture of the main critical issues the group is exposed to and the status of the remedial
actions taken or to be implemented, and then sent to Bank of Italy.

The Operational Risk Management phase aims to continuously evaluate risk control and reduction strategies, deciding, based
on the nature and extent of the risk, whether to take it, implement mitigation policies or transfer it to third parties, in relation to
the risk propensity expressed by the company's top management. The decision-making process of choosing the most appro-
priate and cost-effective ways to manage risk is based on a rational, conscious, targeted and objective cost / benefit analysis.

A fundamental operational risk mitigation tool is the business continuity and disaster recovery plan, which is revised annually as
required by the supervisory instructions about internal controls. Bank of Italy extended the concept of business continuity to
all critical “business processes”, not just the technological component but all the factors (human resources, logistics, essential
services, etc.) that assist the mitigation of operational risks in new crisis situations.

Business continuity includes all those measures designed to reduce to an acceptable level the damage caused by accidents or
catastrophes that could directly or indirectly affect the bank while the disaster recovery plan sets out the technical and organ-
isational methods to resolve events that cause the unavailability of data processing centres. It is designed to ensure that the
important IT procedures can continue to be performed at alternative sites.

Finally, a further mitigation tool, in particular with regard to unexpected risks, consists of insurance coverage, that the Nexi
Group uses for certain areas of risk that are inherent to the business and to cases (typically low frequency and high impact) that
are not effectively mitigated with the sole prevention of operational line controls.
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Part F - Equity

SECTION 1 - Consolidated equity
B. QUANTITATIVE DISCLOSURE

B.1 EQUITY: BREAKDOWN BY TYPE OF ENTITY

ELIMINATIONS AND
INSURANCE OTHER CONSOLIDATION
CAPTIONS/AMOUNTS BANKING GROUP COMPANIES COMPANIES ADJUSTMENTS TOTAL
sharecap|ta| 442”........442”
Share premium 148,314 148,314
Reserves
- income-related 1,683,188 1,683,188
a) legal R
b) statutory -
c) treasury shares -
d) other 10,848 10,848
- other -
Equity instruments -
(Treasury shares) -32 -32
Valuation reserves 90,828 90,828

- Available-for-sale financial
assets 45,827 45,827

- Property, equipment and
investment property -

- Intangible assets -

- Hedges of investments in
foreign operations -

- Cash flow hedges _
- Exchange rate gains (losses) _

- Non-current assets held for

sale -
- Net actuarial losses on defi-

ned benefit pension plans -1,221 -1,221
- Share of valuation reserves

of equity-accounted

investees )
- Special revaluation laws 46,222 46,222

Group profit (loss) for the year
and NCI 78,466 78,466

2,055,823 2,055,823
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B.2 FAIR VALUE RESERVES (AFS FINANCIAL ASSETS): BREAKDOWN

ELIMINATIONS AND
INSURANCE CONSOLIDATION
BANKING GROUP COMPANIES OTHER COMPANIES ADJUSTMENTS TOTAL

000 000000000000000000008 ©00000000000000000000008 000000000000 00000000008 0000000000000 000000000s s00cesece00sRs00 s E 0 be

FAIR FAIR FAIR FAIR FAIR FAIR FAIR FAIR FAIR FAIR
VALUE VALUE VALUE VALUE VALUE VALUE VALUE VALUE VALUE VALUE
ASSETS/AMOUNTS GAINS  LOSSES GAINS  LOSSES GAINS  LOSSES GAINS  LOSSES GAINS  LOSSES

0000 00000000000000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0cscsscsscsscsscesscscsscssscce

1. Debt instruments 14,107 -189 14,107 -189
2. Equity instruments 31,476 31,476 -
3. OEIC units 433 433 -

4. Financing - -

31.12.2017 46,016 -189 = = = = = = 46,016 -189

31.12.2016 22,770 = = = = = = = 20,770 =

0000 00000000000000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0cscsscsscsscsscesscscsscssscce

B.3 FAIR VALUE RESERVES (AFS FINANCIAL ASSETS): CHANGES

DEBT EQUITY
INSTRUMENTS INSTRUMENTS OEIC UNITS FINANCING

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000crscscssssesccsscnsnsesce

1. Opening balance 17,702 3,178 - -

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000crscscssssesccsscnsnsesce

2. Increases
2.1 Fair value gains - - 433

2.2 Reclassification of fair value losses to profit or
loss: - - -

due to impairment - - .
on sale - - _
2.3 Otherincreases - 28,298 -

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000crscscssssesccsscnsnsesce

3. Decreases
3.1 Fair value losses
3.2 Impairment losses - - -
3.3 Reclassification of fair value gains to profit or
loss: on sale - - -
3.4 Other decreases 3,784 - -

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000crscscssssesccsscnsnsesce

4. Closing balance 13,918 31,476 433 -

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000crscscssssesccsscnsnsesce

B.4 ACTUARIAL RESERVES: CHANGES

The actuarial reserve solely refers to the Italian post-employment benefits vested before 1 January2006. As there are no plan
assets, the reserve only includes the actuarial gains or losses on the liabilitywhich changed as follows:

ACTUARIAL RESERVE

secececesecscscsesrsecscscsesesscscsesesecnne

INCLUDING

GROSS ATTRIBUTABLE TO
ACTUARIAL INCOME THE OWNERS OF
LOSSES TAXES TOTAL THE PARENT

Opening balance -1,636 450 -1,186 -1,195
Actual gains
Actuarial losses -51 16 -35 -46

Closing balance -1,687 465 -1,221 -1,241

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scscsesesesssosnsnsnsns o



Notes to the consolidated financial statements - Part G - Business combinations regarding companies or divisions NEXI -147

Part G - Business combinations regarding companies or divisions

SECTION 1-Transactions achieved during the year

Acquisition of Bassilichi Group
On 3 July 2017 there has been the closing of the transaction related to the acquisition of 98,2% of Bassilichi S.p.A. by Nexi S.p.A..
Following this transaction Nexi S.p.A. has obtained the control of the Bassilichi Group.

As the transaction meets the definition of a business combination, it has been accounted for in accordance with IFRS 3: Busi-
ness Combinations. This standard defines a business combination as “a transaction or other event in which an acquirer obtains
control of one or more businesses’, and provides for the consolidation of the assets, liabilities and contingent liabilities of the
acquired company at their fair value at the acquisition date, including any identifiable intangible assets not recognized in the
acquired company’s balance sheet, and the assessment of goodwill as the difference between the aggregation cost and the
fair value net of assets, liabilities and identified contingent liabilities. This Purchase Price allocation process has to be performed
during the “measurement period” that cannot be longer than one year from the date of acquisition.

At the year end the purchase price allocation process has been completed and the goodwill arising from this business combi-
nation amount to € 138.0 million.

After the business combination of Bassilichi Group, Nexi S.p.A. has acquired the minorities in Bassilichi S.p.A. and the minorities
of Consorzio Triveneto (subsidiary of Bassilichi S.p.A.). As a result of these transaction, Nexi Group holds 100% of Bassilichi S.p.A.
and 100% of Consorzio Triveneto. These transactions, that result in change in ownership interest while retaining control, based
on IFRS 10, have to be accounted for as transactions with equity holders in their capacity as equity holders. As a result no change
in the carrying amounts of assets (including goodwill) or liability has been recognized and the goodwill relate to the minority
interest acquired, amounting to Euro 7 million, has been recognized in equity.

Acquisition of MPS and DB business units

On May 31st 2017 Nexi Payments S.p.A. completed the acquisition of Deutsche Bank AG Cards Acquiring business and on June
30th 2017 Banca Monte dei Paschi di Siena S.p.A. Acquiring Services (“MPS and DB acquiring businesses”).

The two acquisitions of MPS and DB acquiring businesses are very similar in their nature. Substantially, Nexi Payments purchased
relationships with merchants as direct customers, both in acquiring and in POS terminals servicing, earning the power to take

relevant decisions, in terms of pricing and eventual closure of relationship.

As the transactions meet the definition of a business combination, they have been accounted for in accordance with IFRS 3:
Business Combinations as above descripted.

At the year end the purchase price allocation process has not been completed and it will be completed between 2018 half year.

The goodwill arising from these business combinations amounts to Euro 558.5 million.



148- N@XI - 2017 Reports and Financial Statements

Other information
As requested by IFRS 3, we report below, for the above descripted 2017 business combinations, pro-forma figures of revenue and
costs as if the transactions would have been made at the begin of 2017

OTHER INFORMATION
NEXI GROUP 2017
WITHOUT THE
CONTRIBUTION NEXI

OF NEW BUSINESS MPS AND NEXI MPS AND BASSILICHI PAYMENTS

(MPS/DB BOOKS/ DB BOOKS BASSILICHI GROUP DB HI 2017 H12017 PROFORMA
DESCRIPTION (€'000) BASSILICHI) H2 2017 H2 2017 2017 PROFORMA  PROFORMA 2017
Operating revenue 734,345 44,702 76,898 855,945 36,821 57,100 949,866
Operating costs
(net of DA) -464,961 -18,426 -68,615  -552,001 -14,159 -55,416 -621,577
Operating Profit 269,384 26,277 8,283 303,944 22,662 1,684 328,290
Depreciation
and amortization -60,277 -588 -6,959 -67,824 -200 -12,822 -80,846
Share of gains/losses
of investees 22,065 - 2,307 24,372 - -2,559 21,813
Non recurring/
extraordinary items -154,420 - -2,752 -157172 - 4,702 152,470
Pre-tax profit 76,753 25,689 879 103,320 22,461 -8,995 116,787
Income taxes -14,860 -8,502 -1,492 -24,855 -7434 -6,270 -38,559
Net profit 61,892 17,187 -614 78,466 15,027 15,265 78,228
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- Business combinations after the reporting period

The Group did not carry out any business combinations in the first few mounts of 2018.

- Retrospective adjustments

Not applicable.



Notes to the consolidated financial statements - Part H - Related party transactions NEXI -149

Part H - Related party transactions

1. Fees of key management personnel

The fees paid by the Nexi to its directors and key management personnel as defined in part 2, are set out below.

31.12.2017
Directors 1,619
Other key management personnel and members of supervisory committees 12,520

Total 14,139
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2. Related party transactions

The aim of IAS 24 (Related party transactions) is to ensure that an entity’s financial statements include the additional disclosures necessary

to understand whether its financial position and performance may be altered by related party transactions and balances.

Based on this standard, applied to its organisational and governance structure, Nexi Group identified the following related parties:

a) parties that controls Nexi Group, directly orindirectly, also through subsidiaries, trustees or through a third party, even jointly or possesses
aninterest in Nexi which enables it to exercise significant influence;

b) entities that are controlled or jointly controlled by the above indicated parties;

¢) entities that are controlled or jointly controlled or under the significant influence of Nexi;

d) Key Managers of Nexi Group or its parent and entities in which they exercises control, joint control or significant influence;

e)is a close relative of a natural person included in letters a) or d) above;

f)is a collective or individual Italian or foreign supplementary pension fund established for the employees of Nexi Group or of any other
entity related.

The effects of transactions carried out with the related parties identified above are summarised in the following table.

RELATED PARTY TRANSACTIONS (€000)
DIRECTORS, MANAGERS
OTHER RELATED AND MEMBERS OF
FINANCIAL STATEMENTS CAPTION TOTAL PARTIES SUPERVISORY BODIES
60Loansandrece|vab|esw|thbanks835]‘]6 teeeseneattttttinnatttettnnannes
70. Loans and receivables with customers 2,910,913 -
120. Property, equipment and investment property 217,658 921
130. Intangible assets 1,889,309 90
160. Other assets 648,390 -
1oouetobanks1692051 teeeseneattttttinnatttettnnannes
20. Due to customers 7,789,484 625,705 203
100. Other liabilities 919,308 793
10|nterestands|m||armcome72732160 .
20. Interest and similar expense 33,718
40. Fee and commission income 1,078,507
50. Fee and commission expense 592,824
180. Administrative expenses 757,582 10,141 14,139
220. Other operating income, net 377,574 85

0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000000000 00000sscscsesssscsesssscscsocnse e

Centralised transactions with Nexi group companies are usually governed by specific agreements that, while aiming at optimis-
ing synergies, economies of scale and purpose and to use centers of excellence, make reference to objective parameters that
are constant over time, characterised by transparency and substantial fairness. Transfer pricing is defined and formalised based
on parameters that account for the actual use of the service by each end user.

Other transactions with related parties that are part of the bank’s normal business operations, are usually take part at market
conditions.
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Part | - Share-based payments

None.

Part L - Segment reporting

Segment reporting complies with IFRS 8, which did not lead to substantial changes in the identification of the operating seg-
ments and reporting to management when introduced, compared to the previous requirements of IAS 14.

Segment reporting is consistent with the group's organisational, in line with its business plan and as required by its regulation.

Reporting by geographical segments is not included as the group operates only in Italy and the breakdown of assets, liabilities,
revenue and costs by geographical segment was meaningless.

Reporting by business segment includes, in order of importance, the segments that may be identified within the group's orga-
nisation and specifically:

E-money

It comprises Nexi and Help Line and its integrated activities are as follows:
- financial and operating services relating to the issue and acceptance of payment cards and related management services;
-payment card terminal management (POS and ATM).

Payments

It comprises an operating division of the parent, which carries out the following integrated activities:

- banking payment services and related back-office services for banks, companies and bodies;

- interbank payment systems for companies and bodies and related management services and e-banking;
- IT and computer-based services relating to payment systems.

Securities services

It comprises an operating division of the parent, which carries out the following integrated activities:
- securities custody and administration services;

- fund services;

- investment and investment-related services for qualified parties and professional customers.

Application outsourcing and innovative services

It comprises Oasi, which carries out the following integrated activities:
- IT systems for supervisory reporting and management systems;

- anti-money laundering, safety and internal control systems;

- development and provision of training courses.

Other group activities

This segment manages the activities that are not carried out by the parent's business units. Specifically:
- credit and financial activities for the relevant business segments;

- property management;

- equity investment management;

- group management and coordination;

- other activities of the consolidated companies.
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A.1Breakdown by business segment: income statement
The results of operations for 2017 of each of the above business segments are set out below.

NEXI GROUP: SEGMENT REPORTING

CONSO-
OTHER LIDATION CONSOLIDATED
SECURITIES APPLICATION GROUP ADJUST- FINANCIAL
YTD Dec, 31 (€/000) E-MONEY PAYMENTS SERVICES OUTSOURCING BASSILICHI ACTIVITIES MENT STATEMENTS
Net fee and commission
income 560,518 89,409 60,797 27,527 92,901 1,286 -20,735 811,702
Net interest income -12,420 2,409 8,348 -6 - 1,174 41,481 219 38,857
Net trading/hedging income - 553 - 2,070 - - 3,230 - 4,748
Dividends from equity
investments and AFS 248 - - - 24 366 - 639
Operating revenue 547,794 91,818 71,215 27,521 91,751 46,362 -20,517 855,945
Payroll and related costs - 59,851 - 13,151 - 17,485 -7,502 -21,721 - 52,141 5 -171,846
Production costs - 89,046 -10,393 - 4,481 -3,478 -19926 -413 16,541 - 111,196
ICT costs -125,322 -26,338 -18,997 -4,802 -35000 -10,0m 2,328 - 218,140
General expenses - 40,375 -2,535 -726 -2,008 - 6,821 -19,907 24,202 - 48,170
Administrative expenses - 314,595 -52,417 -41,688 -17,790 -83,468 -82,471 43,077 - 549,352
Other net operating expenses/
income 4,878 -8,912 -10,091 -22 - 41,828 -22,635 5,046
Net accruals for risks and
charges -7302 359 - 631 -167 - 46 - - 7,696

Operating costs (net of DA) - 317,019 -60,970 -52,410 -17979 -83,468 -40,597 20,442

EBITDA 230,776 30,848 18,804 9,542 8,283 5,765 -75 ,944
Depreciation and amortization - 35,750 -2,975 -2,824 - 5,501 - 6,959 -3,239 -53 - 57,301
Operating profit 195,026 27,874 15,981 4,041 1,325 2,526 -128 246,643
Depr.&Amort.

(customer contract) -10,523
Share of gains/losses of

investees 24,372
Non recurring/extraordinary items -157,172

Pre-tax profit
Income taxes - 24,855
Profit to non-controlling interests 626

79,092
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Net interest income (expense) is the business segments' contribution to the group's net interest income resulting from the sum
of realised interest income and expense recognised in the accounting system and unrealised interest calculated as part of the
planning and control system, using the cash-pooling method based on internal transfer rates.

A breakdown of operating revenue arising from transactions with third party customers and other business segments of the
same entity by operating segment is set out below for better disclosure purposes.

2017 INTERIM CONSOLIDATED FINANCIAL STATEMENTS: OPERATING REVENUE

SECURITIES ~ APPLICATION g;(l;lﬁl; GROUP
YTD Dec, 31 (€/000) E-MONEY PAYMENTS SERVICES OUTSOURCING BASSILICHI ACTIVITIES TOTAL
E-money 3,318 - 940 14,853 21,355 40,466
Payments -1,897 - - - - -1,897
Securities Services - - 653 - - 653
Application Outsourcing 125 51 - - 315 491
Bassilichi 18 - - - 338 456
Other group activities -20,337 - - 1,023 -338 -19,652
Third party customers 569,785 88,450 71,215 24,904 77,236 24,354 855,945

Total operating revenue 547,794 91,818 71,215 27,521 91,751 46,362 876,462
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Reconciliation between the management accounts and the consolidated financial
statements

Segment reporting is consistent with the group planning and control system's principles and operating procedures defined by
the central planning and control (P&C) department and approved by group management, whose aim is to ensure consistent
management reporting among the various group operations and structures.

This system is based on the general criteria of tracing management data and reports to the general accounting records. Con-
sidering the characteristics of the parent, which is required to prepare consolidated financial statements, the group's manage-
ment account income statement is presented with the general classification used in the financial statements of banking groups.

In order to improve management reporting of the group's operations and performance, as an exception to the above-men-
tioned general criteria of tracing management figures to those of the separate and consolidated financial statements, the P&C
system sets out certain grouping rules for data that are dissimilar from those of the general accounts. The main differences in
data grouping relate to the following:

« income classified in Other operating income/expense (caption 220 of the consolidated financial statements), relating to the
provision of services (non-banking/financial) that are part of the operating segments' core business, is presented under Net
fee and commission income and revenue from services in the management accounts;

« expense classified in Other operating income/expense (caption 220 of the consolidated financial statements), relating to
royalties and/or selling costs, is presented under Net fee and commission income and revenue from services in the manage-
ment accounts;

« income classified in Other operating income/expense (caption 220 of the consolidated financial statements), relating to the
recovery of expenses, is presented in the caption to which the expense refers in the management accounts;

e income classified in Fee and commission income (caption 40 of the consolidated financial statements), relating to items
subject to IFRIC 13, which establishes the accounting treatment to be applied by entities that grant awards under customer
loyalty programmes relating to the purchase of goods or services and requires that the consideration for the obligation arising
from granting the award be separated from sales revenue and deferred up to when the obligation with the customers is settled,
is presented under Production costs in the management accounts;

« gains and losses relating to impairment losses/reversals of impairment losses on the equity portion of the AFS and HTM por-
tfolios and classified in Net impairment losses (captions 130b and 130c of the consolidated financial statements) are presented
under Gains (losses) on equity investments and AFS financial assets in the management accounts;

« profits relating to the bond portion of the AFS portfolio and classified in Profit (loss) on sale or repurchase of AFS financial assets
(caption 100b of the consolidated financial statements) are presented under Profit on securities and exchange rate gains in the
management accounts;

« income and expense relating to prior year items, classified in the caption that generated them in the financial statements of
banks and financial companies, are presented under Other operating income (expense) in the management accounts;

« dividends collected on equity instruments included in the trading portfolio, classified in Dividends and similar income (caption
70 of the consolidated financial statements), are presented under Profits on securities and exchange rate gains in the mana-
gement accounts;

« fees paid to directors and statutory auditors, classified in Personnel expense (caption 180a of the consolidated financial state-
ments), are presented under General expenses in the management accounts; -

« gains and losses relating to interest rate hedging derivatives are presented under Net interest income (expense) in the mana-
gement accounts even when they do not formally meet the requirements for recognition as such and are, therefore, classified
in Net trading income (expense) in the consolidated financial statements (caption 80);

« accruals relating to the remuneration of employees, classified in Net accruals to provisions for risks and charges (caption 190 of
the Consolidated financial statements), are presented under Personnel expense in the management accounts;

« consolidation entries relating to dividends distributed by non-group companies that are accounted for using the equity
method, classified in Dividends and similar income (caption 70 of the consolidated financial statements), are presented under
Gains (losses) on equity investments and AFS financial assets in the management accounts;

« income and expense that, based on supporting evidence, relate to extraordinary and/or non-recurring events for the Nexi
Group are presented under Other items in the management accounts, even if they are classified in other captions in the ge-
neral accounting system;

« other administrative expenses (caption 180b of the consolidated financial statements) are classified as expenses relating to the
production of offered services, ITC service costs or general expenses and presented in the related caption of the management
accounts, in order that the group companies present operating costs consistently.

The group's income statement included in the management accounts is set out below, with a reconciliation of its captions to
those of the consolidated financial statements:
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2017 INTERIM CONSOLIDATED FINANCIAL STATEMENTS

RECONCILIATION
(CONS. F/s- CONS. FINANCIAL
MANAGERIAL INCOME MANAGEMENT MNGMT. FINANCIAL STATEMENTS
STATEMENT CAPTION (7D Dec, 31 (€/000) ACCOUNTS ACCOUNTS) STATEMENTS CAPTION
Netfeeandcomm|ss|on.ncome811702326019"435683”60”
Net interest income 38,857 157 39,014 30
Net trading/hedging income 4,748 16 4,763 80-90
Dividends from equity investments and AFS 639 855 1,494 70
Payroll and related costs -171,846 - 90,003 - 261,849 180a
Other administrative expenses -377506 - 118,227 - 495,733 180b
Admm.strat.veexpenses-549,352-203,230"-757,532”sumn
Other net operating expenses/income 5,046 372,528 377,574 220
Net accruals for risks and charges -7.696 3,523 -4173 130-190

Operating costs

(net of depreciation and amortization) SEz Al LZp:2y Sebadil

EBITDA 303,944 -157,171 146,773

Depreciation and amortization - 57,301 -10,523 - 67,824 200-210
Operating proﬁt 246,643 - 99,870 146,773 sum
Amortization customer contract -10,523 10,523 - other item
Share of gains/losses of investees 24,372 - 24,372 100-240-270
Non recurring/extraordinary items -157172 157172 - other item
Pre-tax profit 103,320 - 103,321 sum
Income taxes - 24,855 - - 24,855 290
Profit to non-controlling interests 626 - 626 330
Net profit 79,092 - 79,092 sum
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A.2 BREAKDOWN BY BUSINESS SEGMENT: STATEMENT OF FINANCIAL POSITION

CONSOLIDATED
APPLICATION SECURITIES OTHER GROUP CONSOLIDATION FINANCIAL
} ) E-MONEY PAYMENTS OUTSOURCING SERVICES ACTIVITIES ADJUSTMENTS STATEMENTS
€000
Assets 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016
Loans and
receivables with
banks 98,727 11,523 - - 1122 408 136,245 231,753 658950 507624 -59928  -3632 8516 747676
Loans and
receivables with .
customers 2,541,292 2385135 3,509 26,132 - - 143642 164114 1945316 1389901 1,722,846 -1120,752 2910913 2,844,529
Financial assets 83,244 47583 - - - - 16,268 11,445 2,633,369 3,328,010 - - 2,732,881 3,387,038
Equity investments 1,890 - - - - - 1,250 1,250 1,793,451 1,626,362 -1,784,488 -1,617507 12,02 10,05
CONSOLIDATED
APPLICATION SECURITIES OTHER GROUP CONSOLIDATION FINANCIAL
; ) E-MONEY PAYMENTS OUTSOURCING SERVICES ACTIVITIES ADJUSTMENTS STATEMENTS
€000
Liabilities 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016
Due to banks 2,320,980 1,587,659 - - - - 89,343 70,559 1,004,573 1,029,648 -1,722,846 -1720,752 1,692,051 1567114

Due to customers 43549 30850 798,619 826,258 - - 6,276,852 5348106 729906 53759 -59442  -3632 7789484 6,255,341
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AUDITING COMPANY
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(Translation from the Italian original which remains the definitive version)

Independent auditors’ report pursuant to article 14 of
Legislative decree no. 39 of 27 January 2010 and article 10
of Regulation (EU) no. 537 of 16 April 2014

To the shareholders of
Nexi S.p.A.

Report on the audit of the consolidated financial statements

Opinion

We have audited the consolidated financial statements of the Nexi Group (the
“Group”), which comprise the statement of financial position as at 31 December 2017,
the income statement and statements of comprehensive income, changes in equity

and cash flows for the year then ended and notes thereto, which include a summary of
the significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the
financial position of the Nexi Group as at 31 December 2017 and of its financial
performance and cash flows for the year then ended in accordance with the
International Financial Reporting Standards endorsed by the European Union and the
Italian regulations implementing article 43 of Legislative decree no. 136/15.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISA
Italia). Our responsibilities under those standards are further described in the
“Auditors’ responsibilities for the audit of the consolidated financial statements” section
of our report. We are independent of Nexi S.p.A. (the “Company”) in accordance with
the ethics and independence rules and standards applicable in Italy to audits of
financial statements. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in the audit of the consolidated financial statements of the current year.
These matters were addressed in the context of our audit of the consolidated financial
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statements as a whole, and in forming our opinion thereon, and we do not provide a

separate opinion on these matters.

Classification and measurement of financial assets at fair value

Notes to the consolidated financial statements - “Part A - Accounting policies”:
paragraphs A.2.1 “Financial assets held for trading”, and A.2.2 “Available-for-sale
financial assets” and section A.4 “Fair value disclosure”

Notes to the consolidated financial statements - “Part B - Notes to the statement of
financial position - Assets”: sections 2 “Financial assets held for trading” and 4

“Available-for-sale financial assets”

Notes to the consolidated financial statements - “Part C - Notes to the income
statement”: sections 4 “Net trading income” and 8 “Net impairment losses”

Key audit matter

Audit procedures addressing the key
audit matter

The consolidated financial statements at 31
December 2017 include financial assets of
€2,732 million.

These financial assets comprise assets
measured at fair value of €210 million for
which there is no quoted price on an active
market and which the directors have
classified at level 2 of the fair value
hierarchy.

Classifying and measuring fair value level 2
financial instruments is a complex process
that entails a high level of judgement.

For the above reasons, we believe that the
classification and measurement of financial
assets at fair value are a key audit matter.

Our audit procedures included:

— understanding the Group’s processes for
the acquisition, sale, classification and
measurement of financial instruments;

— sample-based test of the classification of
financial instruments in the appropriate
fair value level;

— analysing the reasonableness of the
parameters used by the directors to
measure them; we carried out these
procedures with the assistance of
experts of the KPMG network;

— analysing the significant changes in the
financial instruments’ portfolio mix
compared to the previous year and
discussing the results with the relevant
internal departments;

— assessing the appropriateness of the
disclosures on financial instruments and
the related fair value levels.

Recoverability of goodwill

Notes to the consolidated financial statements - “Part A - Accounting policies”:
paragraphs A.2.9 “Intangible assets” and A.2.18 “Other information”

Notes to the consolidated financial statements - “Part B - Notes to the statement of
financial position - Assets”: section 13 “Intangible assets”
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Key audit matter

Audit procedures addressing the key
audit matter

The consolidated financial statements at 31
December 2017 include goodwill of €1,761
million.

The Company’s directors calculated the
recoverable amount of goodwill as the higher
of its fair value less costs of disposal and
value in use. They estimated its value in use
applying the dividend discount model
(excess capital version) based on the
Group’s 2017-2021 business plan approved
by the Company’s board of directors on 9
February 2017 and considering its
subsequent amendments approved by the
board of directors on 18 January 2018,
changes in the reference scope and the
2018 budget.

The fair value has been measured using the
market multiples method, using the median
value of a sample of comparables.

These methods are very complex and use
valuation methods that require estimates,
which, by their very nature, are uncertain and
subjective, of the calculation of the expected
cash flows and the other parameters,
including the discount rate.

For the above reasons, we believe that the
recoverability of goodwill is a key audit
matter.

Our audit procedures included:

— understanding the process adopted to
prepare the impairment test;

— checking the accuracy of the data used
to estimate the recoverable amount by
comparing them to the figures of the
2017-2021 business plan approved by
the Company’s board of directors on 9
February 2017 and considering its
subsequent amendments approved by
the board of directors, changes in the
reference scope and the 2018 budget;

— checking the reasonableness of the
model adopted for impairment testing
and the related assumptions, including
by means of comparison with external
data and information; we carried out
these procedures with the assistance of
experts of the KPMG network;

— assessing the appropriateness of the

disclosures about goodwill and the
related impairment test.

Responsibilities of the directors and board of statutory auditors (“Collegio
Sindacale”) of Nexi S.p.A. for the consolidated financial statements

The directors are responsible for the preparation of consolidated financial statements
that give a true and fair view in accordance with the International Financial Reporting
Standards endorsed by the European Union and the ltalian regulations implementing
article 43 of Legislative decree no. 136/15 and, within the terms established by the
Italian law, for such internal control as they determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

The directors are responsible for assessing the Group’s ability to continue as a going
concern and for the appropriate use of the going concern basis in the preparation of
the consolidated financial statements and for the adequacy of the related disclosures.
The use of this basis of accounting is appropriate unless the directors believe that the
conditions for liquidating the Company or ceasing operations exist, or have no realistic
alternative but to do so.

The Collegio Sindacale is responsible for overseeing, within the terms established by
the Italian law, the Group’s financial reporting process.



Nexi Group
Independent auditors’ report
31 December 2017

Auditors’ responsibilities for the audit of the consolidated financial
statements

Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISA ltalia will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with ISA Italia, we exercise professional judgement
and maintain professional scepticism throughout the audit. We also:

— identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control;

— obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Group’s internal control;

— evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the directors;

— conclude on the appropriateness of the directors’ use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the
related disclosures in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or
conditions may cause the Group to cease to continue as a going concern;

— evaluate the overall presentation, structure and content of the consolidated
financial statements, including the disclosures, and whether the consolidated
financial statements represent the underlying transactions and events in a manner
that achieves fair presentation;

— obtain sufficient appropriate audit evidence regarding the financial information of
the entities or business activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain solely responsible for
our audit opinion.

We communicate with those charged with governance, identified at the appropriate
level required by ISA ltalia, regarding, among other matters, the planned scope and
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timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have
complied with the ethics and independence rules and standards applicable in Italy and
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the consolidated financial
statements of the current year and are, therefore, the key audit matters. We describe
these matters in our auditors’ report.

Other information required by article 10 of Regulation (EU) no. 537/14

On 7 May 2010, the shareholders of Nexi S.p.A. appointed us to perform the statutory
audit of its separate and consolidated financial statements as at and for the years
ending from 31 December 2010 to 31 December 2018.

We declare that we did not provide the prohibited non-audit services referred to in
article 5.1 of Regulation (EU) no. 537/14 and that we remained independent of the
Company in conducting the statutory audit.

We confirm that the opinion on the consolidated financial statements expressed herein
is consistent with the additional report to the Collegio Sindacale, in its capacity as
audit committee, prepared in accordance with article 11 of the Regulation mentioned
above.

Report on other legal and regulatory requirements

Opinion pursuant to article 14.2.e) of Legislative decree no. 39/10

The directors of Nexi S.p.A. are responsible for the preparation of the Group’s
directors’ report at 31 December 2017 and for the consistency of such report with the
related consolidated financial statements and its compliance with the applicable law.

We have performed the procedures required by Standard on Auditing (SA ltalia) 720B
in order to express an opinion on the consistency of the directors’ report with the
Group’s consolidated financial statements at 31 December 2017 and its compliance
with the applicable law and to state whether we have identified material
misstatements.

In our opinion, the directors’ report is consistent with the consolidated financial
statements of the Nexi Group at 31 December 2017 and has been prepared in
compliance with the applicable law.
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With reference to the above statement required by article 14.2.e) of Legislative decree
no. 39/10, based on our knowledge and understanding of the entity and its
environment obtained through our audit, we have nothing to report.

Milan, 6 April 2018

KPMG S.p.A.

(signed on the original)

Roberto Fabbri
Director of Audit
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Methodological

note

Reporting standards

The Statement of the consolidated non-finan-
cial statement of the Nexi Group (hereinafter
also “Statement”), prepared in accordance with
Article 4 of Legislative Decree no.254 / 2016 (he-
reinafter also “Decree”), contains information on
environmental issues, social, personnel, respect
for human rights and the fight against corrup-
tion, useful to provide stakeholders with accu-
rate, comprehensive and transparent activities
of the Nexi Group (hereinafter also “Group” and
“Nexi”), its performance, results achieved and
impacts produced confirming the commitment
of a Group able to grow and create value while
respecting the expectations of its stakeholders,
thanks to an improvement in terms of sustaina-
bility.

The present 2017 Non-Financial Consolidated
Statement, which will be published on an annual
basis, is prepared according to the GRI Standards
(core in accordance option), the standard used
as a reference, published in 2016 by the Clobal
Reporting Initiative, which today is the most
widespread standard and internationally reco-
gnized on non-financial reporting. In order to
facilitate the reader in finding information within
the document on pages 217-219, the GRI Content
Index is shown.

The information included in the non-financial
reporting reflects the principle of materiality or
relevance, an element provided for by the rele-
vant legislation and characterizing the GRI Stan-
dards: the topics dealt with in the Statement are
those that, following an analysis and evaluation
of materiality, described on pages page 176 of
this document, have been considered relevant,
as they are able to reflect the social and environ-
mental impacts of the Group’s activities or to in-
fluence the decisions of its stakeholders.

Scope and reporting
procedure

The qualitative and quantitative data and infor-
mation contained in the Nexi Group non-finan-
cial consolidated statement refer to the per-
formance of the Nexi Group (hereinafter also
“Group” and “Nexi”) for the year ended 31 De-
cember 2017 provided for by Legislative Decree
254/2016, art. 4, this non-financial consolidated
statement includes the data of the parent com-
pany (NexiS.p.A.) and its wholly owned subsidia-
ries (Nexi Payments S.p.A., Help Line S.p.A., Oasi
S.p.A). Itis notincluded in the scope of Bassilichi
S.p.A, whose acquisition closing was finalized
on 3 July 2017, making it impossible to collect
non-financial information as of 31 December
2017 for inclusion in the non-financial consoli-
dated statement. Furthermore, as provided for
by the Decree, only a summary and qualitative
comparison with previous years was provided
during the first application of the law.

Reporting process

The preparation of the non-financial consoli-
dated statement of the Nexi Group for 2017 was
based on a structured reporting process that in-
cluded:

e the involvement of all the company units/De-
partments responsible for the relevant areas
and the related data and information subject to
the Group’s non-financial reporting. They have
been asked to contribute to the identification
and evaluation of the material issues, the si-
gnificant projects/initiatives to be described
in the document and in the data collection,
analysis and consolidation phase, with the role
of verifying and validating all the information
contained in the Statement, each for their own
area of competence. In particular, the data and
information included in this Statement derive
from a non-financial reporting system (data
collection forms) specially implemented to
meet the requirements of Legislative Decree
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254/2016 and the GRI Standards. The data was e The issue of an opinion of conformity on the
processed by means of precise extractions and  Statement by KPMG S.p.A. in the form of a limi-
calculations and, where specifically indicated,  ted assurance;

by estimates; o
Y o The publication of the Statement on the cor-

o The approval of the Statement by the Board of porate website in the Report on Operations so
Directors, convened on 21 March 2018, for the as to be transparent to all stakeholders.
approval of the 2017 Financial Statements;

REPORTING PRINCIPLES

The reporting included in the Nexi Group non-financial consolidated Statement for 2017 was ba-
sed on the following principles:

IMPORTANCE The Statament describes the main economic, social and environmental impacts di-
rectly related to Nexi’s activities, which are of greater significance both for the Group
and for internal and external stakeholders engaged in company activities.

INCLUSIVITY The Statement takes into account the expectations and interests of all the subjects
that in various ways contribute or are influenced by the company activities. The Sta-
tement provides a description of the Group’s main stakeholders and the main docu-
mentary sources / channels of dialogue through which their interests and expecta-
tions are identified.

SUSTAINABILITY The reporting of non-financial results was carried out taking into consideration the

CONTEXT socio-economic context in which the Group operates and the issues of greatest im-
portance for the relevant sector, also through the analysis of sustainability disclosure
of national and international groups of the reference sector.

COMPLETENESS The choices made regarding the issues reported and the scope of the Statement al-
low the stakeholders to formulate a complete assessment of the Group’s main eco-
nomic, social and environmental impacts.

BALANCE The Statement presents the Group’s main sustainability performance reporting in a
BETWEEN transparent manner both aspects in which Nexi shows positive results and trends,
POSITIVE AND and areas in which margins of further improvement are noted.

NEGATIVE ASPECTS

COMPARABILITY Theindicatorsincluded in the Statement are chosen and structured in such a way as
to allow for the comparability over time of the Group’s performance.

ACCURACY To guarantee the accuracy and homogeneity of the information reported, data re-
porting was used through direct surveys, limiting the use of estimates as much as
possible. If necessary, these are appropriately reported within the text and are based
on the best calculation methods currently available.

PROMPTNESS The Statement is prepared annually and made public during the same period of pre-
sentation of the Consolidated Financial Statements.

RELIABILITY All data and information shown have been validated by the heads of the pertinent
company functions and are elaborated on documentary evidence able to prove its
existence, completeness and accuracy.

CLARITY The Statement contains information presented in an understandable and accessible
manner to all stakeholders.
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Nexi identity and
key activities

Corporate identity

The Nexi Group is a leader in Italy in many busi-
ness sectors ranging from Issuing, Merchant Ser-
vices, ATM Management, Interbank Corporate
Banking and Clearing & Settlement.

The Group offers services and infrastructures
for the best-in-class digital payment to support
Banks, Financial and Insurance Institutions, Com-
mercial Businesses, Companies and Public Admi-
nistration. In particular, the Nexi offering plays
an important role in cards, payment acceptance
technologies, money transfers between compa-
nies and individuals, and the management of hi-
ghly complex evolved services, such as those of
Corporate Banking and Securities Services.

Nexi works alongside its partner banks every day
to create value together, helping them in deve-
loping their client base with dedicated Custo-

mer Value Management initiatives, and offering
an increasingly complete and simple payment
experience, close to the client and in step with
the evolution of the market, to bring innovation
but also to spread digital payments in Italy as
much as possible, which today is far below the
European average. This commitment has contri-
buted to making the Group a key player also in
the world of investments, application and admi-
nistrative outsourcing services and legal advice.

During last year, 150 Banks started to use its ser-
vices in E-money, Corporate Banking, Merchant
Services and ATMs; over 7 million customers
have come into possession of a Nexi card; whi-
le even more companies use Nexi as a payment
card for business-related expenses and Corpo-
rate Banking services. In Public Administration,
about 1,500 Companies use the digital payment
acceptance systems, designed by the Group to
simplify access to their services to citizens.

NeX] | xicer
SpA

he@i/ne

©’ Oasi

neXI ’ 6 CartaSi

payments

€assilichi
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KPI NEXI GROUP

27m|n ofcards

of managed

9 managed
,200 ATM

transactions,
2 with a total value of
9 billion 126 billion Euro®

6 In the value of transactions are not included the debit cards

SERVICES PROVIDED

neXI ‘ 6 CartaSi neXI ‘ 6 CartaSi ‘ Bassilichi

Issuing Merchant Services

Produces debit, credit and
prepaid cards, equipped
with the most innovative
technologies and the

most advanced services,

to offer customers a wide
choice, great flexibility, total
security, ease of use.

Proposes, through the
partner Banks, a complete
range of solutions and
services to the commercial
businesses, for the
acceptance of every type of
payment, with commercial
proposals differentiated
according to the target.

33 affiliated point
7 ,000 ofsales in Italy
1 2 2 billion Euro of Asset under Management

neXI ‘ 4XICBPI ‘ Bassilichi

Payment Services

Offers all types of payment
services to Banks, payment
institutions and ELMIs: from
clearing and settlement
services to the management
of collections and payments
with related back office
activities, from real time
IBAN based payments
(Instant Payments) to
intermediation and
reqgulation services, up to
the world of traditional
payments and services for
the digitization of Public
Administration.
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The history of the Nexi Group

CartaSi and the ICBPI Group, A change that aims to promote
that for over 70 years of digital evolution and build
history have been at the side the future of payments in Italy
of its partner banks to support  bringing simplicity, security
the development of payment and innovation for all.
systems, were the protagonists

of an important organizational

transformation and a radical

change of identity in 2017,

which led to the creation of

the Nexi Group.

INCORPORATION

OF CIM ITALIA

CBPI FOUNDED ACQUISITION

The Istituto Centrale delle OF KEY CLIENT CARDS

Banche Popolari Italiane was & SOLUTIONS
founded by six banks, as an ACQUISITION ACQUISITION
organism to strenghten and OF HELPPHONE OF SECETI
coordinate their actions. . INCORPORATION
OF EQUENS ITLIA
° (JOINT VENTURE)

OASI FOUNDED
[ 4

X ICBPI ¥39 2002 2006 2008

[ ] &
© CartaSi 1985 2003
.
SERVIZI INTERBANCARI .
S.P.A. FOUNDED
SERVIZI INTERBANCARI S.P.A.
In 1985 Servizi Interbancari was founded BECAME CARTASI S.P.A

by the 16 major Italian banks, by ABI and

by the 4 central institutions. Shortly Servizi
Interbancari becomes a leader in Italy in the
electronic payments industry in the issuing
and acquiring activities.
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cision on the name “Nexi” originates from an
in-depth evaluation that required market research

on all the main segments and important strategic
reflections aimed at identifying the best name and the
best identity that were in line with the new positioning
of the company. At the end of these analyses,

Nexi was chosen for its ability to convey the concepts
of proximity to “next to you” clients and projection
to the future and innovation with the release of
products, services and solutions for digital
payments “next generation payments”.

ACQUISITION
OF BASSILICHI

With over 60 years of

experience at the service

of the Banks, Bassilichi

I g . operates in the world

INEW SHAREHOLDING Of payment and business

! STRUCTURE: 8rvices, offering

BAIN CAPITAL, odular and flexible

| APVENT, CLESSIDRA rvices covering the entire
IACQUISITION alue chain: from the leasing,

OF UNICARD stallation and maintenance of
ardware and software to help desks,
onitoring and remote support.

ACQUISITION
OF SITEBA

--------------------------- S A LR 17 nex]

........................... : silichi  Founpep

ACQUISTION
. OF C-CARD
ACQUISITION
OF CARTASI
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e

Shape the futur

 payments ing in tt
teehh%%’ogléﬁ_ d ei‘ber’?l'gg

Thanks to its experience, Nexi
offers the most innovative
solutions, invests in the future

of digital payments in Italy and

their dissemination. To achieve
this goal Nexi is always looking
for new ideas, with a curious,
passionate and enterprising
attitude.

Live for Custdrﬁ_je:

he client’s needs are always in
first place for Nexi. The Group

is committed to listening to
“the client and offering the

solutions to needs, trying to
anticipate needs to provide
excellent service. Nexi “puts
itself” in the customer’s shoes
and looks at things from the
latter’s perspective, welcoming
feed-backs as fundamental
inputs for continuous
improvement.
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Vision, Mission and Values

Be reliable, always

Vision

Nexi believes that cash
has been outdated

by technology and is
convinced how people and
businesses will pay and will
collect only digitally, every
day, for anything. All this
because it is simpler, safer
and more efficient, and
above all because it brings
growth and progress for
everyone.

¢ Security comes first, and
: Nexi works every day to
ensure an excellent level
¢ of service and security,
seeking absolute quality.
The Group undertakes
¢ toalways respect

the commitments

¢ made, it is direct and
transparent, and assumes
: its responsibilities in all
circumstances.

Make it simple

Mission

Nexi Group aims to
change the way people
and companies pay and
collect every day, to make
all payments digital, so
that they are simpler, faster
and safer. Nexi wants to
become a company of
excellence, Italian but
with an international
profile, always oriented
towards innovation and
the customer, thanks

to the commitment,

skills and passion of its
people, with the aim

of being recognized as

the champion of digital
payments in Italy.

Nexi is committed to
making life easier for

its clients by making
the complexity of

: paymentssimple. To do
¢ this, the Group “makes
the most of digital”, it

¢ communicates directly
and immediately, quickly
: takes decisions and acts
effectively.

Values

In 2017, with the creation
of the Nexi Group, an
important rebranding
activity was carried out
with a strong corporate
impact. On the one hand,
this project required the
involvement of most of
the company functions in
defining the new identity,
and on the other hand
particular attention to
increasing the perceived
value also in the daily
“experience” of the clients,
with the commitment to be
a company close to clients
and always projected
into the future. It is an
important commitment
on many fronts, which
requires great investment,
expertise and specialization,
as explained in the new
corporate values.

¢ The success of the clients
: is the success of the

¢ Group, which is why it
studies and experiments
: new solutions with

¢ theclients. Nexi acts

as a partner building

3 common vision and
taking advantage of the

¢ experience, ideas and skills
" thatit possesses.

Build together
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Group relations system

and identification

of issues relevant to the

Nexi business

Engagement of stakeholders represents an op-
portunity for Nexi to listen and communicate,
essential to understand the level of satisfaction
with their work. Through this process, Nexi iden-
tifies areas for improvement of the company’s
activities, in order to better develop relations
with stakeholders.

STAKEHOLDERS’ MAP

In 2017, the Group started a process for identi-
fying stakeholders, also aimed at identifying the
issues relevant to the preparation of the non-fi-
nancial consolidated statement, thanks to the
involvement of the heads of the main corporate
functions. In particular, the Group mapped its
stakeholders, starting from those identified in

)
4

EMPLOYEES
AND OTHER
COLLABORATORS

PUBLIC
ADMINISTRATION

o

LOCAL
COMMUNITIES

&

ENVIRONMENT

nexi

every day, every pay

B2

224
SHAREHOLDERS

S

CLIENTS

©

SUPPLIERS
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the Code of Ethics, selecting those that have si-
gnificant interests, based on direct and indirect
relationships, on which the effects of the Group’s
activities fall, or from which the Nexi business is
directly affected or conditioned.

Nexi adopts diversified and flexible dialogue and
involvement practices, in response to the diffe-
rent characteristics and needs of stakeholders.
In particular, in 2017 no particular critical issues
emerged from each activity, but useful points for
improving the innovation processes of products,

services, operating and management models.

THE NEXI GROUP AND THE MAIN NATIONAL

TRADE ASSOCIATIONS

Within the relations system of the Nexi Group, membership of the main national associations of
the banking and financial sector (including ABI, Conciliatore Bancario Finanziario, FITD, Asso-
sim) also plays an important role. For the Group, participating in trade associations is an oppor-
tunity for dialogue, discussion and collaboration in order to build relationships that can have
positive repercussions on the country’s economic and social system.

The table below shows a detail of the national trade associations to which the Nexi Group is a
member:

ABI - Association that operates by promoting initiatives for the growth of the banking and
ITALIAN financial system, in a competitive perspective consistent with national and the Euro-
BANKING pean Union legislation.

ASSOCIATION

BANKING/ Association offering various ways to address and resolve issues that may arise betwe-
FINANCIAL en a client and a bank or financial intermediary.

OMBUDSMAN

(CONCILIATORE

BANCARIO FINANZIARIO)

FITD - Consortium under private law established in 1987 on a voluntary basis and subse-
INTERBANK quently mandatory, has the purpose of guaranteeing the depositors of the member
DEPOSIT banks, which provide the financial resources necessary for its pursuit.

PROTECTION FUND

ASSOSIM - Association representing the Italian securities market operators in relation to the
ITALIAN State Bodies and Public Administrations; Founded in 1991, since 2007 the member-
ASSOCIATION ship has expanded to Law Offices, Consulting and Development Companies for IT
OF SECURITIES Solutions, and to those subjects who provide services to Financial Intermediaries.

INTERMEDIARIES
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The Group carried out a materiality analysis in
order to identify the most relevant sustainabi-
lity priorities in line with the business strategy,
and to define the contents of the non-financial
Statement, in compliance with the provisions of
Legislative Decree 254/2016 and reporting stan-
dards adopted, i.e. the GRI Sustainability Repor-
ting Standards.

In terms of sustainability reporting, those aspects
that have a significant impact on the economic,
social and environmental performance of the
Company and which could substantially influen-
ce the assessments and decisions of the sta-
keholders are considered material or significant.
The materiality analysis process has foreseen a
phase of identification of all the potential ma-
terial aspects for the Nexi Group through the
analysis of internal company documentation (in
particular the Code of Ethics, etc.), and external
sources, such as analysis the main trends in the
sector, supported by a benchmark activity, the
issues reported by the Sustainable Development
Goals (SDGs) and research on the media and
the web. At the end of this phase, a narrow set
of issues have been selected and then assessed
by the first line company managers that asses-
sed the individual issues both from the company
point of view, as spokesperson for the Group’s
vision, and from the stakeholders point of view.

Through this process, the following relevant to-
pics have been identified:

e management of employment drivers;

e training and development of personnel;
e staff appraisal and remuneration policies;
e talent attraction and Employer branding;

e promotion of health and safety at
Group offices;

e diversity and equal opportunities;

e fight against corruption;

e privacy and security of customer data;
e continuous innovation;

e access to services;

e claims management;

e marketing communications;

e ethics, integrity and compliance.

The issues related to the environment and re-
spect for human rights, although required by
Legislative Decree 254/2016, are not included
among the material issues identified through
the analysis of materiality, in consideration of
the territorial, requlatory and business context
in which the Group operates. These issues are
however considered and described in the chap-
ters of the Statement, because, as highlighted in
the Code of Ethics, the Group:

erecognizes the importance of respecting the
environment for the benefit of future genera-
tions and for this reason is committed to imple-
menting responsible practices in the manage-
ment of its offices and sites

e recognizes the value of diversity and the pro-
motion of equal opportunities in mManaging
relationships with staff, clients and service pro-
viders. In particular, it undertakes not to tole-
rate any form of discrimination or violation of
human rights.
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The Corporate
Governance model

model, based on the presence of two bodies
/\ appointed by the shareholders: the administra-
tive body (board of directors) and the board of
statutory auditors with administrative control
functions. The external audit of the accounts
is entrusted to a statutory auditing company,
pursuant to the current legislative and statutory
provisions on the subject. In compliance with
the requlations in force and the Company Arti-
cles of Association, the corporate bodies have
been assigned the tasks and powers according
to the most suitable structure to ensure the ef-

ficiency of the management and the effective-
ness of controls.

O The Corporate Governance model adopted by
m Nexi is based on the “traditional” organizational

Board of Directors

The Board of Directors, currently made up of 15
members, elected by the Ordinary Shareholders’
Meeting, by list vote, is the body responsible for
managing the Group. The appointment, which
dates back to 2015 and which provides for sub-
sequent additions and replacements, took place
on the basis of the lists of candidates in posses-
sion of the requisites established by law and by
the Articles of Association, presented by the
Shareholders holding, alone or jointly, at least 7%
of shares with voting rights in the ordinary sha-
reholders’ meeting.

As it is the body to which the strategic and ma-
nagement supervision functions are reserved,
the Board is invested with full powers for the or-
dinary and extraordinary administration of the
company, except for what is reserved by law or
by the Articles of Association to the Sharehol-
ders’ Meeting.
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The Board of Directors is responsible for:

e determining the strategic corporate guidelines
and objectives and verification of their imple-
mentation;

eapproving the bank’s organizational and cor-
porate governance structure, guaranteeing
the clear distinction of tasks and functions;

e preventing conflicts of interest;

e approving Nexi’s strategic, industrial and finan-
cial plans;

e approving accounting and reporting systems;

e supervising the company’s public information
and communication process;

e assessment, based on the report of the de-
legated bodies and the comparison with the
management bodies, of the general business
performance.

The Board of Directors is also granted the exclu-
sive competencies expressly provided for in the
Articles of Association, including the determi-
nation of the unitary business plan of the Nexi
Group and the determination and criteria for
the coordination and management of the Group
companies.

The Board of Directors is appointed by the Sha-
reholders’” Meeting on the basis of lists presen-
ted by the shareholders, without prejudice to
any other and further provisions required by
mandatory provisions of law and regulations.
This regulation also regulates the four different
types of directors (executive, non-executive, in-
dependent and non-interlocked) whose presen-
ce must be ensured on the Board, as well as the
degree of diversity that must be guaranteed ba-
sed on the criteria in terms of skills, experience,

age, gender, national and international calibre,
adapted to the company’s operations. In accor-
dance with the “Supervisory Provisions for Ban-
ks”, the Board of Directors is required to periodi-
cally undergo a self-assessment process, in order
to periodically assess its qualitative and quanti-
tative composition, the size, degree of diversity
and professional preparation of its members, the
balance guaranteed by non-executive and inde-
pendent members, the adequacy of nomination
processes and selection criteria and professional
updates. As a result of this process, any shortco-
mings or areas of improvement are identified
and the remedial actions to be adopted are defi-
ned, which will be checked the following year. As
part of the self-assessment process conducted
in 2017, the Board currently in charge verified the
existence of an adequate degree of diversifica-
tion in terms of skills, experience, age and inter-
national calibre. On the other hand, the need to
increase diversification by gender emerged, sin-
ce the Board currently has the presence of only
one female gender member. The Board therefo-
re set out to raise awareness among sharehol-
ders about thisissue, on the occasion of the next
renewal of offices scheduled for 2018.

Furthermore, taking into account the need for
the competencies of the Directors to be appro-
priately diversified, the Chairman of the Board
of Directors ensures that the Bank prepares and
implements induction programs and training
programs for members of the corporate bodies
with the aim of ensuring an adequate level of
knowledge on banking and financial regulation.
Since the current Board has taken office, 2 spe-
cific training sessions have been held until De-
cember 2017 The sessions held in 2017 included
the following topics related to the 4" AML-CTF
(anti-money laundering and counter terrorist fi-
nancing) directive and Health and Safety at Work.
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In order to more effectively fulfill the regulatory
obligations and support the decision-making
processes of the Group, the Board of Directors
has established the following collegial bodies
with their own regulations: Strategic Committee,
Risk Committee, Remuneration Committee and
Related Parties Committee. The members of the
internal board committees are appointed by the
Board on the basis of the respective regulations
governing their composition, duties and fun-
ctioning.

Board of Statutory
Auditors

The Board of Statutory Auditors is the body with
control functions. It is made up of three statutory
auditors and two substitute auditors, elected
from among subjects in possession of the re-
quisites of honourability, professionalism and
independence through the statutory voting list.
The powers, duties and term of office are those

established by law. The Board of Nexi also per-
forms the role of Supervisory Body 231 of the Pa-
rent Company. The Board of Statutory Auditors
also verifies the correct exercise of strategic and
management control performed by the Parent
Company on the Group companies and opera-
tes in close collaboration with the correspon-
ding bodies of the subsidiaries.

In carrying out its duties, the Board of Statutory
Auditors uses the information flows coming
from internal control functions and structures,
activating a continuous reciprocal exchange of
information with them relevant for the perfor-
mance of their respective duties.

Similarly to what happens for the Board, the
Board of Statutory Auditors periodically verifies
its adequacy in terms of powers, functions and
composition (with particular focus on the exi-
stence of each component of the prescribed re-
quirements), taking into account the size, com-
plexity and activities carried out by the Bank also
as the parent company of the Nexi Group.

COMPOSITION OF THE BOARD OF DIRECTORS AND THE INTERNAL BOARD COMMITTEES DURING

2017:
BODY MEMBERS INDEPENDENT NON-EXECUTIVE NON-INTERLOCKED
Boardofolrectors154:1415
Strategic Committee 8 1 7 8
Risk Committee 5 3 5 5
Remuneration Committee 5 3 5 5
Related Parties Committee 3 3 3 3
COMPOSITION OF THE RELATED
HIGHEST GOVERNING BODY BOARD OF STRATEGIC RISK  REMUNERATION PARTIES
AND ITS COMMITTEES DIRECTORS COMMITTEE COMMITTEE COMMITTEE COMMITTEE
Numberofdwectors];g;;g
executive 1 1 - - -
non-executive 14 7 5 5 3
independent 4 1 3 3 3
female 1 - 1 1 1
male 14 8 4 4 2
30 - - - - _
30-50 8 5 3 3 1
>50 7 3 2 2 2

00 0000000000000000000000000000000000 0000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000scsasssossnscsssscsscsce
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Internal control system,
compliance and risk management

The Internal Control
System

The Internal Control System is a process intended
for activities of guidelines and strategic, manage-
rial and technical-operational control, aimed at
providing reasonable assurance on the achieve-
ment of corporate and Group objectives, the ef-
fectiveness and efficiency of operating activities,
the reliability of financial information and com-
pliance with the laws and regulations in force.

In order to ensure that the aforementioned
objectives are pursued, the Parent Company
provides for:

eformalized procedures for the coordination
and connection between the Parent Company
and the companies belonging to the Group, for
all areas of activity;

e mechanisms for the integration of accounting
systems also in order to guarantee the relia-
bility of the measurements on a consolidated
basis;

e periodic information flows to verify the pursu-
it of strategic objectives as well as compliance
with requlations;

eclearly defined tasks and responsibilities of
the different units responsible for risk control
within the Group and adequate coordination
mechanisms;

e procedures that centralize the measurement,
management and control of all Group risks at a
consolidated level;

einformation systems that allow the monitoring
of financial flows and relations between the
companies that make up the Group.

The Internal Control System is structured on dif-
ferent levels of control, such as:

¢ line controls, aimed at ensuring smooth ope-
rations; these are hierarchical type controls
carried out by the same production units, ge-
nerally incorporated in the procedures or per-
formed in back office activities;

e controls on risk management, performed
by the Risk Management department, aimed
at defining risk measurement methodolo-
gies, verifying compliance with the limits assi-
gned to the various operational functions and
checking the consistency of the operations of
the individual production areas with the risk
and return objectives;

controls on compliance with rules, perfor-
med by the Compliance function, aimed at
monitoring the risks connected to non-com-
pliance with external and internal regulations;

internal audit carried out by the Internal Au-
dit department, aimed at identifying anoma-
lous trends, violations of procedures, internal
and external regulations, as well as evaluating
the overall functionality of the Internal Control
System.

Risk management, compliance and internal au-
dit activities are performed by non-operational
and independent functions.

The protagonists of the
Internal Control System

The responsibility of the Internal Control System
is entrusted to the Parent Company Board of
Directors, which is responsible for clearly iden-
tifying the degree of risk propensity chosen and,
in this context, for defining and approving stra-
tegic guidelines and risk management policies.

The Chief Executive Officer of the Parent Com-
pany, assisted by the Deputy Vice General Ma-
nager and supported by the Risk Committee, is
responsible for the organization and implemen-
tation of the Internal Control System, in line with
the strategic guidelines and risk management
policies approved by the Board of Directors; the
CEO also has an overall view of all business risks,
including possible risks of malfunctioning of in-
ternal measurement systems. Lastly, the CEO
takes care of the implementation of the stra-
tegic quidelines, the Risk Appetite Framework
(RAF) and the risk governance policies defined
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by the Board of Directors and is responsible for
the adoption of all the actions necessary to en-
sure the compliance of the organization and of
internal control system with the principles and
requirements set forth in Bank of Italy Circular
no. 285 of 17 December 2013, and monitoring the
compliance.

The Parent Company Board of Statutory Audi-
tors, as well as that of subsidiaries, is the Body
with Control Function, which oversees com-
pliance with the law, regulations and Articles
of Association, compliance with the principles
of correct administration and in particular the
adequacy of the organizational, administrative
and accounting structure adopted and its cor-
rect functioning. It also evaluates the adequacy
and functionality of the accounting system and
performs the functions of the Supervisory Body
pursuant to Legislative Decree 231/01.

The Risk Committee is responsible for suppor-
ting the Parent Company Board of Directors on
internal risks and controls, paying particular at-
tention to all those instrumental and necessary
activities so that the Board can correctly and
effectively determine the RAF and the risk go-
vernance policies; it expresses a prior opinion
on the requirements, nominations, changes in
remuneration of the Head of the Audit Function
and a prior opinion on the appointment and, if
necessary, on the revocation of the Heads of the
“Audit”, “Compliance”’, “Anti-Money Laundering”
and “Risk Management” Functions.

The Parent Company Related Parties Commit-
tee verifies the formal and substantial requlari-
ty of the most significant transactions of Nexi
with Related Parties, the effective interest of the
Company in carrying out these transactions and
the benefits.

The Remuneration Committee is responsible
for supporting the Parent Company Board of Di-
rectors on employee remuneration.

The Audit Function performs specific activities
for the Group companies that have appointed it
in compliance with current supervisory regula-
tions; in particular, it has the task of verifying the
level of adequacy and effectiveness of the Inter-
nal Control System of the Group as a whole and
the effective compliance with the provisions of
the law, Articles of Association, supervisory, re-
gulatory and internal requlations; it operates in
close liaison with the Boards of Statutory Audi-
tors and the Directorates-General of the Parent
Company and its Companies; it reports, where
necessary, its activities to the Board of Direc-
tors, the Board of Statutory Auditors and the Risk
Committee of the Parent Company and the sub-
sidiaries and verifies the compliance of the con-
duct of the individual companies with the Parent
Company guidelines.

The Compliance function performs the Cen-
tralized Function for the Group Companies that
have appointed it in compliance with current
supervisory regulations; it works in close liaison
with the Boards of Statutory Auditors and the Di-
rectorates-General of the Parent Company and
the Subsidiaries, as well as with the Contact Per-
sons of the Compliance Function of the latter, if
appointed; its objective is to ensure compliance
of corporate operations with regulations, inclu-
ding those of self-requlation and supervision,
consistent with the provisions of the “Policy for
non-compliance risk management”, approved
by the Parent Company Board of Directors. In
particular, it carries out ex ante controls, pending
and possibly ex post, if it is necessary to verify
the correct transposition of the legislation within
the Group; it oversees, according to a risk-based
approach, the management of non-compliance
risk with regard to all company activities; verifies
that internal procedures are adequate to prevent
this risk; reports its work to the Board of Statu-
tory Auditors, the Risk Committee, the Chief
Executive Officer of the Parent Company and the
Chief Executive Officer / General Manager of the
Group Companies. The Group Anti-Money Lau-
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ndering Function is also set up within the Com-
pliance Function of the Parent Company, as a fun-
ction to prevent and combat money laundering
and terrorist financing operations. The Head of
the Compliance Department is also responsible

for the role of Head of Anti-Money Laundering
for the Group and the Company and Anti-Money
Laundering Delegate for the company and the
Group to report suspicious transactions pursuant
to art. 42 Legislative Decree 231.

OPERATIONAL PHASES OF THE RISK OF NON-COMPLIANCE MANAGEMENT PROCESS

EX ANTE AND ONGOING ACTIVITIES EX POST ACTIVITIES
[ ] [ . [} [}
Identification Ongoing Training Assessment Follow up Reporting
of the normative interventions activities
requirements of compliance of the non
and monitoring compliance
of the updates risk

The Nexi Group controls and manages the risks
to which it is exposed through rigorous metho-
dologies and processes, able to deploy their ef-
fectiveness in all phases of the economic cycle.
The monitoring and control of Group risks are
assured by the Parent Company Risk Mana-
gement Department, which exercises its role
of direction, control and coordination in close
liaison with the Boards of Statutory Auditors and
the Directorates-General of the Parent Com-
pany and the subsidiaries and reports its activity
to the Board of Statutory Auditors of the Group
Companies, the Risk Committee and the Chief
Executive Officer of the Parent Company. The
activity of the Risk Management Department is
focused on the measurement, monitoring and
reporting of the risks connected to the activities
of all the Group companies and on the verifica-
tion of the adequacy of the individual and con-
solidated assets for the coverage of the various
types of risk. Consistent with the completion of
the aforementioned activities, the Risk Manage-
ment Department collaborates in the definition
and implementation of the Risk Appetite Fra-
mework and related risk governance policies,
through an adequate risk management process.
It also supports the Parent Company governing
bodies in determining the operating limits for
the assumption of the various types of risk and
for the definition of risk management and mea-
surement policies (Risk Policy).

To conclude, a key role is played by the Heads
of the Process and Organizational Unit as
the last recipients, together with the resources
reporting to them, to execute and perform the

line controls to oversee the company risks, and
which have been identified and mapped in the
operational risk assessment and risk assessment
forms pursuant to Legislative Decree 231/01, re-
gardless of the formalization in the company
procedures.

Main risks identified in
the non-financial area

The Group risk management model, in line with
the requirements of Legislative Decree 254/2016,
includes the identification and assessment of the
risks generated and suffered by Nexiin terms of:

Risks related to personnel
management

The Nexi Group identifies and monitors both
risks related to health and safety and those re-
lated to personnel management. With referen-
ce to the first area, Nexi’s commitment to the
protection and promotion of health and safety
in the workplace translates into careful risk ma-
nagement through a continuous analysis of the
critical issues and the adoption of a preventive
approach, which consists of investments for the
safety of the offices and training programs.
Concerning the second area, the Group has
identified the risk related to the definition of
common identity (“one nexi”). To this end, a hu-
Man resources COMMON mManagement system
(broadbanding) and a performance evaluation
system based on the 5 Group values have been
defined. In addition, with the same aim to bu-
ild a common identity and allow an integra-



tion among the different characters within the
Group, Nexi has committed to invest on syner-
gic and interdisciplinary employees’ training and
engagement programs, valorizing a continuous
sharing process of the experience between tho-
se who have been working for Nexi for many ye-
ars and those who just started.

Risks related to reputation,
conduct and IT risk

The Nexi Group ascribes great importance to the
relationship of trust established with its clien-
ts, based on fairness and transparency, with the
awareness that complete, clear and correct infor-
mation is above all able to guarantee customer
satisfaction and, at the same time, to prevent the
risk of litigation with clients and loss of reputa-
tion, as well as the risk of findings and sanctions
by the competent Supervisory Authorities. In
this regard, it should be noted that the Bank of
Italy, with Circular no. 285 of 17 December 20713,
identified a set of transparency requirement di-
sclosures that allow market operators and custo-
mers to have fundamental information on equity,
exposure to risks, risk assessment processes and,
consequently, on capital adequacy of the Banks,
which, as regards the Nexi Group, are published
every year on the Nexi SpA website.

In this context of a correct and transparent re-
lationship with clients, not only issues related to
reputational risk should be considered, but also
those regarding conduct risk and IT risk.

Reputational risk

Reputational risk is defined by the Supervisory
Authority as the current or prospective risk of a
decline in profits or capital deriving from a ne-
gative perception of the bank’s image by clients,
counterparties, bank shareholders, investors or
supervisory authorities.

In relation to the activities carried out by the
Group, this risk may arise when the reputation
benefitting the Nexi Group is threatened or we-
akened due to behaviours, choices or strategic
initiatives, unclear management policies and any
other factors that may be perceived negatively
by various stakeholders, causing (directly or indi-
rectly) a decline in profits and / or capital.

In reference to the reputational risk for the Nexi
Group, the role played by Nexi SpA that has hi-
storically taken on specific positions in favour
of the Banks and that Nexi Payments performs
vis-3-vis the Visa and Mastercard International
Networks is particularly relevant, given the role
of system leader in the management of payment
cards on behalf of the participating Banks.
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This risk materializes in the potential deterio-
ration of the reputation perceived by the sta-
keholders relevant to the Group, represented
by the Clients (Institutional and Corporate), the
Control Bodies (Supervisory Bodies, Internatio-
nal Networks, Regulatory Bodies) and the Sha-
reholders.

All actions aimed at ensuring, within the inter-
nal control system, the strict observance of the
internal and external regulatory provisions of
self-requlation (e.g. codes of conduct and code
of ethics) address reputational risks, as well as
adequate training of personnel to ensure the
understanding and knowledge of the aforemen-
tioned requirements.

In compliance with the provisions of the Bank of
Iltaly in Circular 285/2013, the Risk Management
Department of the Nexi Group has developed a
Group integrated framework for the assessment
and control of Reputational Risk, which specifies
the key principles for identification, monitoring
and management of reputational risk, consistent
with reqgulatory requirements. The reputatio-
nal risk management system allows the Group
to generate useful indications regarding the
exposure of the company to the risk and, conse-
quently, to identify any actions to be implemen-
ted to mitigate it.

Conduct risk

Conduct risk is the current or prospective risk
of losses resulting from cases of inappropriate
offer of financial services, including cases of ina-
dequate conduct (malice or negligence) on the
part of the bank. Conduct risk, as a sub-category
of operational risks, can derive from many ope-
rational processes and from products, as part of
legal risk.

To monitor conduct risk, the Nexi Group has de-
veloped a special framework that is an integral
part of the methodologies for the assessment
and control of Operational Risks and which aims
to avoid significant economic losses and reputa-
tional impacts for the Group, in terms of penal-
ties, legal costs, impacts on market shares.

IT risk

Civen the intrinsic characteristics of its busi-
ness, Nexi has identified one of the main risks
that may have an impact on the client, the IT
risk associated with online payments. For this
reason, the Group assigns a high value to the
Company Information System and has defined
precise quidelines on the security of payments
via the Internet, incorporating in this sense the
supervisory provisions issued by the Bank of Italy
(Circular 285/13).
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Furthermore, the Group developed an Informa-
tion Security Management System (ISMS), who-
se objective is the protection of corporate infor-
mation assets through the adoption of a series
of technological, organizational and procedural
measures. The ISMS is integrated with the IT risk
analysis process, performed by the Risk Mana-
gement Department, and which represents the
method by which the effectiveness and efficien-
cy of the controls applied to the ICT resources
is assessed compared to the propensity to cor-
porate risk.

Corruption risk

Banks play an important role in preventing cor-
ruption, which is a significant phenomenon in
Italy. Despite the introduction of anti-corrup-
tion legislation in 2012 aimed at strengthening
prevention policies, the phenomenon is still
considered of considerable importance today.
Corruption, in addition to being one of the main
predicate offenses to money laundering, repre-
sents a major obstacle to the sustainable deve-
lopment of companies and countries, as it slows
down economic growth, hinders deserving indi-
viduals, distorts competition between compa-
nies and can cause legal and reputational risks
for companies.

The types of crimes related to corruption that
may affect the Bank are listed in the Penal Code
and in Legislative Decree 231/2001 on the admi-
nistrative responsibility of companies and inclu-
de: Crimes committed in relations with the Public
Administration (Article 25, Legislative Decree No.
231/01); Corruption in performing the function

(Article 318 of the Italian Penal Code); Corruption
due to an act contrary to official duties (Article
319 of the Penal Code); Corruption in judicial do-
cuments (Article 319-ter of the Penal Code); In-
stigation of corruption (Article 322 of the Penal
Code); Extortion (Article 317 of the Penal Code);
Indebted induction to give or promise benefits
(art.319 quater of the Penal Code); Corruption of
a personin charge of a public service (Article 320
of the Penal Code); Peculiarity, extortion, corrup-
tion and instigation to corruption of members of
the bodies of the European Communities and
officials of the European Community and foreign
States (Article 322-bis of the Penal Code); Corpo-
rate offenses (Article 25-ter, Legislative Decree
No. 231/01; Corruption between individuals (Arti-
cle 2635, 3rd paragraph of the Civil Code).

The Nexi Group ensures full cooperation with
the competent Authorities in the fight against
all crimes pertaining to its scope of activity, with
particular reference to corruption, money lau-
ndering and terrorist financing. With regard to
the crime of corruption, in implementation of
the provisions of Legislative Decree 231/200], a
specific Organizational, Management and Con-
trol Model was adopted (Model 231/20071), whi-
ch establishes rules and procedures to prevent
committing the offenses provided for by the
Decree.
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Responsible business
management in Nexi

The Nexi Group developed and adopted the
Code of Ethics in order to clearly and transpa-
rently define the set of values to be inspired in
carrying out its business activities. It contains re-
ferences and quiding principles, complementary
to legal obligations and self-regulation, which
quide the conduct in continuity and consistency
with the Group’s mission and its fundamental va-
lues. The Code promotes and directs the beha-
viour of all its recipients, i.e. Directors, Statutory
Auditors, employees, temporary workers, con-
sultants and collaborators in any capacity, agen-
ts, representatives and any other subject that
can act in the name and on behalf of the Group.
This document and any updates thereto are de-
fined and approved by the Board of Directors of
the Parent Company Nexi S.p.A., which transmits
them to all Group companies for their respective
adoption and forms the basis on which the pre-
ventive control system is structured, entrusted
to the Supervisory Body.

The Code of Ethics guides all the aforementio-
ned subjects according to the following main
areas

Human resources: in this context the Code of
Ethics establishes the principles of protection
and promotion of employees, such as the appli-
cation, in compliance with criteria of objectivity,
competence and professionalism, of the princi-
ple of equal opportunities without favouritism
with the aim of ensuring the best existing skills
on the labour market in the phase of search and
selection of personnel; the promotion of corpo-
rate plans, adequate training and development
programs aimed at promoting the expansion
of each person’s skills and competences on the
basis of merit criteria; and the prevention of any
form of harassment - psychological, physical and
sexual - towards employees. Furthermore, the
Group does not accept any discrimination based
on age, state of health, gender, religion, place of
origin, political and cultural opinions.

Health, safety and the environment: to this
end, the Group undertakes to create and ma-
nage suitable environments and workplaces
from the point of view of the health and safety
of Employees starting compliance with natio-
nal and international directives on the matter.
In particular, it promotes the creation of safe
and healthy working environments and working
conditions that are respectful of individual digni-
ty as elements to promote the physical and mo-
ral integrity of employees and collaborators. The
Group also favours the creation of a work envi-
ronment in which personal characteristics and
orientations cannot give rise to discrimination
and can promote the serenity of all employees
and / or collaborators. Furthermore, in the Code
of Ethics, the Group reaffirms its commitment
to employing resources in a responsible manner
for sustainable development, respecting the en-
vironment and the rights of future generations.

Conduct in business activities: the Code also
regulates the Group’s relations with the various
stakeholders, including shareholders, clients,
service providers, the Public Administration, the
competition and the community, which must be
based on compliance with the applicable laws
and reqgulations, including those of confidentia-
lity and protection of personal data, anti-money
laundering, anti-corruption, antitrust and mana-
gement of privileged information.

In regard to service providers, Nexi, in order to
ensure compliance of the latter with its own va-
lues, requires each of them to sign the Code of
Ethics.
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Business ethics and the
fight against corruption

The Nexi Group, as stated in the Code of Ethics,
condemns any form of corruption without any
exception, active and passive, even if carried out
against private individuals and promotes beha-
viour that is inspired by criteria of legality, tran-
sparency, common sense and personal ethics,
in line with company values and procedures and
with the awareness of not exposing the Group
to requlatory and reputational risks. Therefore,
it forbids any form of favouritism aimed at in-
ducing a Public Official to improperly perform
any function of public nature in a manner incon-
sistent or contrary to the duties as an official;
improperly and unduly influence the work of a
private counterpart; influence an official act (or
an omission) by a Public Official or any decision
in violation of an official duty and in any case,
violate the applicable laws, in particular for the
benefit or in the interest of the Company.

In addition, the Group prohibits not only the
payment and the promise of money, but also any
offer of gifts, even of a non-modest value, con-
tributions in kind, such as sponsorships, jobs, di-
sclosure of confidential information on financial
instruments able to influence the market and
other advantages or other benefits.

In particular, the companies of the Nexi Group
have carefully and effectively managed the issue
of prevention and fight against corruption and
adopted an Organizational and Control Model
pursuant to Legislative Decree 231 / 2001 (herei-
nafter also “Model 231”). The Model 231 is based
on an analysis of the company’s operations, con-
stantly updated, carried out with the aim of iden-
tifying the areas potentially affected by the types
of crime, as defined by the regulations, which
require a strengthening of the internal control
system. The identification of the areas exposed
to risk of crime is carried out through Self-Asses-
sment assisted in order to:

e inform and make all the staff aware of the Com-
panies of the Group that any illegal behaviour,
even if aimed in good faith to improve com-

pany results, may result in penal sanctions for
the individual and pecuniary and interdictory
sanctions for the company;

eto share and formalize the need for correct
behaviour in the conduct of business by all the
subjects that work for Group companies and
the full compliance with current legislation;

eintroduce specific control, monitoring and san-
ctioning procedures and measures, effectively
adequate to counter the offenses pursuant to
Legislative Decree 231/2001.

In the context of self-assessment aimed at iden-
tifying areas at risk of corruption crime, the ma-
cro activities exposed were identified and the
adequacy of the control protocols to monitor
the correct execution of the process concerned
was verified.

Compliance with the Code of Ethics and Mo-
del 231 is monitored by the Supervisory Body,
established at the individual Group companies
and identified in the Board of Statutory Auditors,
to guarantee the proper functioning and con-
stant updating of the Model. This Body carries
out specific verification and analysis activities,
also initiated on the basis of reports relating to
conduct that does not comply with the princi-
ples of conduct requested by Nexi. The results of
the audits carried out can lead to sanctions whi-
ch, depending on the seriousness encountered,
can lead to the termination of the professional
relationship. The Supervisory Bodies of the indi-
vidual Group companies prepare and implement
the annual program of supervisory activities in
this area through the Audit Department of the
Parent Company.

During 2017, there were no episodes of corrup-
tion within the Group.

In 2015, Model 231/2001 was updated in compli-
ance with the new provisions of Law no. 186 of
15/12/2014, in the subject of “self money laun-
dering”, a situation that has characteristics of
analogy or correlation with corruption crime. In
addition, during 2017, an update process of the
231 Organizational Model was started (which
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will end in the first quarter of 2018) in order to
re-assess the risk exposure to crime pursuant
to Legislative Decree 231/2001, and eventually
strengthen the control protocols provided for
in company regulations. All activities and organ-
izational structures are subject to audits related
to the implementation of the 231/2001 Model,
while the Supervisory Body reports to the Cor-
porate Bodies on its adoption and effective im-
plementation, supervision of its operation and
managing its update. According to the limits of
the amount provided for by the relevant Law
provisions, all transactions are subject to moni-
toring by dedicated IT applications, which sup-
port the identification of evidence potentially
connected to money laundering or other illegal
activities, including corruption. The intercept-
ed situations are subsequently subjected to the
evaluation of the Organizational Units.

The reporting of particular situations that do not
comply with the Code of Ethics, both by employ-
ees and external subjects, is considered by Nexi
as a relevant issue. Any employee who, in good
faith, reports abnormal behaviour, presumed or
effective violations of the Code, is protected by
the Group against any form of retaliation, dis-
crimination or penalization. However, they are
without prejudice to the legal obligations and
the safequarding of the rights of the Company or
of the persons wrongly accused and / or accused
in bad faith. In this regard, a whistleblowing sys-
tem is active at Group level, with the aim of ac-
curately managing and ascertaining any unlawful
conduct - object of reporting - with respect to
the rules, regulations and internal procedures,
adopting the appropriate measures and ensur-
ing the possibility of anonymity of the reporter
at the same time.

In particular, the Group activated a telephone line
dedicated to reporting, available 24 hours a day,

365 days a year, equipped with a permanent an-
swering machine that keeps track of the reports
received. As an alternative channel, and only in
case of impossibility to use the telephone sys-
tem, it is possible to send the message by ordi-
nary mail / internal mail. Exclusively in the case
in which the report concerns the Manager pro
tempore of the Compliance Department, this
role is assumed by the pro tempore of the Audit
Department.

As regards whistleblowing, on the basis of the
reports received, the System Manager annually
prepares a report on the correct functioning of
the internal reporting system, containing the
aggregate information on the results of the ac-
tivities carried out during the year following the
reports received. In 2017 a notification was re-
ceived, through the email, consistent with the
scope of application defined by the internal
regulations. Internal investigations have been
carried out and the notification did not have
any consequences. Therefore, no actions were
taken.

Model 231is brought to the attention of the re-
cipients through specific communication and
information activities. The documentation used
and produced for the purposes of Model 231 is
filed by the Supervisory Body through the Head
of the Audit Department, which ensures imme-
diate availability, in compliance with the legisla-
tion regarding the processing of personal data.
The communication and training activity, diver-
sified according to the recipients to whom it is
addressed, is, in any case, based on principles
of completeness, clarity, accessibility and conti-
nuity in order to allow the various recipients the
full awareness of those company provisions that
they are required to respect and ethical rules
that must inspire their behaviour.
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I Human capital

Nexi believes in enhancing technological de- EMPLOYEES BY GENDER
o0 velopment through human capital, in the awa- (2017)
reness that the centrality of human resources is
fundamental for sustainability and the evolution
of the business. Thus, it has grown in 70 vyears,
expanding even beyond national borders, and
has become part of a Group that looks to the fu-
ture and that builds it with vision, awareness and

responsibility. Today, the Group employs 1,752 52 48
people (52% women and 48% men), almost all of

them hired on permanent contracts, who work

every day with commitment, competence and

passion. The average age of Group Employees ® Men
starting 2017 was approximately 46. @ Women

At the base of the successes it achieves, with and for its Clients, and the value it generates for its
stakeholders, the Group has a dynamic team of people who are prepared for the challenges that
the market, even international, poses on a daily basis. Alongside people with a solid experience in
the payments market, it combines the skills of managers and specialists from excellent companies
in the world of innovation, services and technology. The Nexi Group is therefore constantly looking
for competent and highly specialized figures in banking and financial services and young graduates,
motivated to enrich their university preparation with a qualifying and constructive work experience.
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TOTAL WORKFORCE BY GENDER (N°) 2017

B R P PR PP PR PP PP R PP

MALE FEMALE TOTAL
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Employees 846 906 1,752
Other collaborators: 3 3 6
Internship 1 3 4
Temporary - - -

Collaboration contracts 2 - 2

Total 849 909 1,758
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EMPLOYEES BY TYPE OF CONTRACT (N°) 2017

B R P PR PP PR PP PP R PP

MALE FEMALE TOTAL
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Full-time 825 591 1,416
Part-time 21 315 336

Total 846 906 1,752
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EMPLOYEES BY TYPE 2017

(N PERMANENT TEMPORARY PERMANENT TEMPORARY

$00000000000000000000000000000000000 0 ©0000000000000000000000000000 ¢ 9000000000000 0000rsecs seseseseseseseseseseses

MALE FEMALE MALE FEMALE TOTAL TOTAL

0 00000000000000000000000000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scrscsssssscccscsssnsssesce

Bologna 34 24 - 4 58 4
Milan 645 707 9 3 1,352 12
Padua 7 3 - - 10 -
Rome 131 89 - - 220 -
Udine 20 76 - - 96 -

Total 837 899 9 7 1,736 16

0 00000000000000000000000000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scrscsssssscccscsssnsssesce

EMPLOYEES BY LENGTH OF SERVICE Over the last few years, the Group is supporting a phase of

great transformation and change, and investment in people

31_; 136_40 2ver with distinctive skills and diversified business experiences is

years years  41years one of the foundations of change in progress. The company

is promoting development and networking initiatives for the

management levels (senior managers and middle managers),

aimed at enhancing their talent. An example of this is the D

value project, the first association of large companies set up
in Italy to support female leadership in companies.

14
26-30 years

19
0-5years

n
6-10 years

14
21-25 years

22
16-20 years

18
1-15 years
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EMPLOYEES BY PROFESSIONAL CATEGORY AND GENDER 2017
MALE FEMALE TOTAL

Senior managers 75 9 84
Middle management 415 253 668
Other employees 356 644 1,000
Total 846 906 1,752
EMPLOYEES BY PROFESSIONAL 2017
CATEGORY AND AGE (N°) 0eeeeeer0000000000ceeeentessssssseceeeesteesssssceeeeeeeteessssscceeeeeesesssssssteeceeeesssssssssceerrersns

<30 30-50 >50 TOTAL
Senior managers - 51 33 84
Middle management 4 445 219 668
Other employees 22 802 176 1,000
Total 26 1,298 428 1,752
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As at 31 December 2017, there were 77 disabled
Employees starting the Group, while? 12 belon-
ging to other protected categories.

In line with what is described in the Human Re-
sources Management policy and in the Code
of Ethics, the interest for the Group’s people is
expressed in providing employees with training
and professional development opportunities ap-
propriate to their skills, in promoting a motivating
work environment in which the employees and
their contributions are guaranteed and respected,
in defining clear objectives, effective leadership,
competitive compensation and recognition of
the results achieved, in facilitating the conditions
for an optimal personal and professional balance,
in a context of equality, transparency, fairness,
loyalty and dialogue. It should be noted that du-
ring the reporting period no complaints related
to personnel management were received and no
reports of incidents of discrimination in 2017 were
received by the Human Resources, Compliance
and Internal Audit Offices were received.

Selection and internal
mobility

The Parent Company Human Resources Depart-
ment is responsible for efficiently and effectively
managing the selection and internal mobility of
staff through various operating procedures, in
collaboration with the Organization Department
and in line with the “Human Resources Manage-
ment” policy.

In the search and selection of personnel, as

secesecccsesssscsesecscsesscsesessssesesscsesesscsesesscse s

7 The figure includes refugees, orphans and widows

outlined in the “Selection and internal mobili-
ty” policy and in the Code of Ethics, the Group
adopts criteria of objectivity, competence and
professionalism, applying the principle of equal
opportunities without favouritism, with the aim
of securing the best existing skills in the labour
market. The objective of the staff mobility se-
lection and management process is to achieve
the best allocation of resources and the opti-
mal coverage of the available positions, in line
with the Group’s mission, the Business Plan and
the annual Budgets of the individual Group com-
panies.

The selection process of the candidates is in-
spired by the willingness to activate the process
through a clear definition of the required profi-
les (activities, skills, experience, positioning), to
enhance the internal candidacies and to involve
the persons responsible in evaluating candidates
and in the final choice.

In the process of selection and management
of human resources, in line with what is stated
in the Code of Ethics, the Group scrupulously
adheres to objective evaluation criteria and does
not allow any discrimination based on age, he-
alth, gender, religion, race, political and cultural
opinions and also encourages the creation of a
work environment in which personal characte-
ristics and orientations cannot give rise to di-
scrimination and can promote the serenity of all
employees and collaborators.

In the selection process, it is necessary that the
manager of the Department or Section gives
precise information about the activity, respon-



sibilities, knowledge and key competences and
consequently that the evaluation and selection
criteria explicitly take into account the corre-
spondence between the personal characteri-
stics of the candidates and the defined require-
ments. In the search and selection of technical /
IT staff, which is the object of an additional dedi-
cated policy, criteria of objectivity, competence
and professionalism are adopted in order to en-
sure the skills available on the labour market ne-
cessary to better monitor the IT activities of the
Group. The selection improves, when possible,
internal applications, possibly supported by trai-
ning and ad hoc training. If internal search is not
feasible or has not been successful, the Human
Resources Department proceeds with selection
in the external job market through the available
channels.

As regards the recruitment of personnel in ma-
nagerial positions, this is authorized by the Board
of Directors of the individual Group companies.
For the top positions (Chief Executive Officer,
GCeneral Manager, Deputy General Manager) of
the Subsidiaries, the favourable opinion of the
Board of Directors of the Parent Company must
first be obtained.
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In 2017 the selection activity played animportant
role, which involved both the business structures
and the technology world, with a particular fo-
cus on digital transformation and the acquisition
of key skills for the future. The search activity on
the market was based on a logic of diversifica-
tion of the company’s experiences and cultures,
with the aim of bringing managerial and specia-
list profiles on board that best interpreted the
company’s values. The new hires are mainly from
the world of Technology Services and Financial
Services (almost 80%), as well as Banking, Ga-
ming and Media. Almost 50% of new employees
belong to the Millennials generation. In order
to bring young talents closer together and en-
courage the inclusion of new graduates, Nexi
launched a specific employer branding activity,
developing relationships with Universities, acti-
vating specific campaigns on social networks
and organizing hackathon in the digital space.

EMPLOYEES STARTING AND EXITING BY GENDER (N°) 2017
MALE FEMALE TOTAL
Employees starting 19 37 156
Employees exiting® 50 24 74
EMPLOYEES STARTING AND 2017
EXITING BYAGE (N°) 0000 000000000000000000000000000000000000000000000000000000000000000000000000000sscccssssssccccssscccccssssssss
<30 30-50 >50 TOTAL
Employees starting 1 122 23 156
Employees exiting® 13 48 13 74
EMPLOYEES STARTING AND EXITING BY GEOGRAPHICAL AREA 2017
EMPLOYEES EMPLOYEES
STARTING EXITING®
Bologna 1 1
Milan 131 54
Padua 10 -
Rome 14 5
Udine - 14
Total 156 74

0 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000esssssssscscsscsscccsosesessse
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8 The turnover figure does not include exits from the Group resulting from restructuring initiatives (Solidarity Fund and redundancy incentives)
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TURNOVER RATE BY GENDER (%) 2017
MALE FEMALE TOTAL
In turnover rate 141 4] 8.9
Out turnover rate 59 2.7 4.2
TURNOVER RATE BY AGE 2017
<30 30-50 >50 TOTAL
In turnover rate 423 94 54 8.9
Out turnover rate 50.0 3.7 3.0 4.2
TURNOVER RATE BY 2017
GEOGRAPHICAL AREA (%) eeeceeecsccseecccsccceecccscsseesecccccessecctscseseecetcsceeseettssesseecscsessecctsssssesccstsssescccsses
BOLOGNA MILAN PADUA ROME UDINE TOTAL
In turnover rate 1.6 9.6 100.0 64 - 8.9
Out turnover rate 1.6 4.0 - 23 14.6 4.2
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Training and development
of personnel

Training is a strategic factor for the Nexi Group,
which contributes to organizational changes and
to the dissemination and understanding of busi-
ness strategies. In particular, in Nexi, it plays a key
role in the process of professional growth of the
resources employed, ensuring the improvement
of the performance of individuals, development
programs and the acquisition of new tools and
methods of work and accompanying staff in the
adjustment and compliance with the provisions
of current legislation. Training, as indicated in
the “Personnel Training” policy, is a fundamental
tool to develop skills and consequently to incre-
ase productivity and business efficiency.

The training process of resources, which involves
participation in masters, courses, seminars, wor-
kshops, on-the-job training and self-education,
consists of three types of training:

e Compulsory Training: includes activities ai-
med at acquiring knowledge that is suitable to
comply with legal and industry requlations (for
example, privacy, security, etc.).

e Technical-Specialist Training: includes activities
aimed at the acquisition, maintenance and de-
velopment of techniques, tools and methodo-
logies for operational improvement or which
concern transversal and cross-functional com-

pany initiatives and information on the Group’s
products, services and operating processes
(Know how to do). The main projects develo-
ped on this training area in 2017 include: “On
Boarding” Project, “IT Certifications” Project (ltil
foundation, Lifecycle stream, Itil Expert, PMP,
Scrum agile), “Sales for Account: Crash Pro-
gram” Project and professional updating and
retraining.

e Managerial Training: includes activities aimed at
acquiring and improving personal skills (Know
how to be), in particular including training ai-
med at operational effectiveness (Project Ma-
nagement on the job, Problem solving) and
managing people through Broadbanding &
Performance Management - Workshop Leader.

The Training Plan is the tool through which the
contents and the participants of the training
process are defined. In exceptional cases, fol-
lowing significant and important organizational
strategic changes, the Training Plan could be
restructured during the vyear to allow an adap-
tation to the changed business needs. This Plan,
detailed in the “Personnel Training” policy, is
prepared annually on the basis of the policies
defined by the Parent Company Directorate Ge-
neral and by the Company’s top management,
in line with the training needs highlighted in the
performance assessment process, in relation to
what emerged during the talks with the heads of
the Division, Department and Business Unit and
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in the indications contained in the appraisal forms in the courses previously

TRAINING ACTIVITIES ON POLICIES provided. Finally, the training plan must meet the obligations established
AND PROCEDURES TO PREVENT AND by current requlations (e.g. Anti-money laundering, MiFID, Market Abuse,
COMBAT CORRUPTION

Privacy, Legislative Decree 231/01, Legislative Decree 81/08, etc.). In particu-
lar, training relating to the law is approved by the competent services and
bodies, as required by the legislation (e.g. Anti-Money Laundering Training

provided to all employees. In addition, by the Board of Directors, Legislative Decree 231/2001 by the Compliance
workshops were organized on the im- Department, etc.).

pact of the IV Anti-Money Laundering
Directive on 231, addressed to all Group
executives and dedicated function spe-
cialists. As regards the communication
relating to the Organizational Model and
the Code of Ethics, this is done through
publication on the company intranet

During the year, 231 training and Whist-
leblowing training via e-learning were

The training plan defines the areas of action, the objectives of the individual
actions (with the exception of specialist technical training whose conten-
ts can be specified also during the year), the guidelines and the training
methodology; and is closely linked to the evolution of the Group.

For this reason, particular importance has been given to training projects
aimed at supporting the adoption of the new organizational model, with
preceded by individual communication. the aim of helping people to align to the new roles, offering targeted paths
All the new hires receive and sign the with programs to develop both the specific skills of the business or Mem-
Model 231and the Code of Ethics. During bership governance, and soft transversal skills. The 2017 training plan also
2017, all the members of the Board of Di- provided training courses aimed at providing the individual with the tools
rectors participated in two training ses- necessary to manage work complexity, in particular the management of
sions on anti-money laundering in the stress and to respond to requests on demand through “dedicated projects”.
context of training 231.

In 2017, 23 average training hours were provided to each employee.

HOURS OF TRAINING BY PROFESSIONAL 2017
cATEGoRY AND GENDER ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo .
MALE FEMALE TOTAL
Senior management 1,042 137 1,178
Middle management 8,531 4,805 13,336
Other staff 12,793 12,906 25,699
Total 22,366 17,847 40,213
AVERAGE HOURS OF TRAINING BY PROFESSIONAL 2017
CATEGORY AND GENDER ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo .
MALE FEMALE TOTAL
Senior management 139 15.2 14.0
Middle management 20.6 19.0 20.0
Other staff 359 20.0 25.7
Average hours of training 26.4 19.7 23.0

....................................................................................................................................................... .

During 2018, training will be enriched with 4 new thematic areas: payments
of today and tomorrow, customer experience, digital world and the values
and behaviour of the Group (“Be Nexi”).



Senior management

Middle management
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Staff appraisal and
remuneration policies

The Nexi Group designed and adopted the broa-
dband system in 2017 with the aim of better sup-
porting the company’s growth and supporting
the phase of deep evolution through resource
management policies consistent with the cultu-
ral change taking place.

Broadbanding is a system that maps, evaluates
and weighs all the roles in terms of responsibi-
lity and impact within the organization and is a
platform that can be used to link different pro-
cesses of management and development of
people: communication plan, performance ma-
nagement & reward. For example, a single Per-
formance Management tool was launched for
all Group companies, with the aim of promoting
performance as a driver for the development
and recognition of talent and for the purpose of
enhancing, through a transparent appraisal and

PERCENTAGE OF EMPLOYEES INVOLVED IN THE
PERFORMANCE MANAGEMENT SYSTEM,
BY PROFESSIONAL CATEGORY AND GENDER (%)

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 s00cscsescsesesesecnsscnsns o

based on explicit criteria, accountability and per-
sonal contribution to company results.

The system of Performance Management and
continuous development is based on 4 funda-
mental moments:

e Assignment of “cascade” objectives and prio-
rities to ensure alignment with strategic and
organizational priorities;

e Self-assessment and cross feedback;
e Appraisal of the Manager and the Senior Team;

e Comparison between Manager and Collabo-
rator focused on the performance achieved in
the year, the objectives and future aspirations
and the construction of the development and
training plan.

During 2017, 1,638 employees, corresponding to
93% of the company workforce, were involved in
the Performance Management system.

2017
MALE FEMALE TOTAL
87% 78% 86%
92% 92% 92%
96% 95% 95%
93% 94% 93%
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The Group’s remuneration policy is a fundamental element for the management of human resources,
as it is a strategic lever to align the management of productive behaviour with company objectives.
Conceived and defined year by year by the People Develpoment in collaboration with the General
Management, it is submitted to the approval of the Remuneration Committee, the Board of Directors
and the Shareholders” Meeting, in line with the provisions issued from time to time by the Bank of Italy.

RATIO BETWEEN MALE
AND FEMALE AVERAGE

RATIO BETWEEN MALE
AND FEMALE AVERAGE
PAY LEVELS (%) REMUNERATION LEVELS (%)’

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000000000s 000000000scsesescsssssscsccssoscssscnss

Senior management 72% 62%
Middle management 89% 87%
Other staff 88% 88%

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000000000s 000000000scsesescsssssscsccssoscssscnss

In regard to the minimum wages applied in the
Nexi Group for new recruits, those provided for
by the sector national labour contract for the va-
rious categories of personnel are always applied.

Labour management
relations

The Nexi Group recognizes the importance of
labour management relations, which are develo-
ped in an atmosphere of collaboration, and in a
context of rapid growth and innovation.

secesecesecscsesesesecscsesesesscscsesesesecscsesesesess e

9 The remuneration includes the gross annual remuneration (RAL - Retribuzione annua lorda) and the variable component adequately balanced
according to the strategic objectives of the company (theoretical MBO in 2017, VAP effectively disbursed in 2017)



All the Group’s employees are covered by the
national collective labour agreement (CCNL -
contratto collettivo nazionale di lavoro). As at 31
December 2017 905 members were registered
with the five unions present in the Group, thus
representing 52% of the company’s workforce;
this translates into an involvement of these Or-
ganizations in the Group’s activities and policies,
and in the company’s commitment to freedom
of association and workers’ rights.

The Nexi Group works to ensure fairness and
correctness in the creation and management
of contractual relationships with employees and
in work relations and is committed to ensuring
that the bonus system and the company career
is based on the skills of employees and the re-
sults achieved. Furthermore, the Group ensures
the privacy and physical and moral integrity of its
employees and collaborators, thanks to working
conditions that respect their personal dignity.

2017 marked a significant milestone in the la-
bour management relations of the Nexi Group;
in April, at the end of the contractually agreed
trade union consultation procedure, the agre-
ement relating to the corporate reorganization
under the Group Business Plan was signed. The
agreement made it possible to keep all existing
work sites active. The surplus staff, equal to 343
employees, was managed exclusively on a volun-
tary basis, making use of incentives, retirement
and the Solidarity Fund. The Group will also main-
tain health care, contribution to supplementary
pensions and life insurance policy for the period
of participation in the Solidarity Fund, up to a
maximum of seven years. The guarantee that, in
the case of changes to the pension system that
postpone the retirement date, the company will
continue to pay allowances until the new requi-
rements are met is also provided.

Employees who joined the voluntary redundan-
cy scheme have been able to count on anincen-
tive aimed at guaranteeing the weakest sections
of the company’s workforce, and therefore in-
creasing according to age, seniority and family
expenses.

The Group’s extensive organizational and cultu-
ral change was also reflected in the trade union
agreement signed at the end of December for
the definition of the criteria for the Company
Bonus in the financial years 2017 and 2018, and
which correlated company performance and fi-
nancial recognition. In fact, the index to be com-
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pared with the budget forecast was identified
in the Group EBITDA, in order to determine the
size of the Bonus with respect to the basic values
provided for the various staff categories.

In regard to the minimum notice period for
operational changes, it should be noted that
the organizational changes that are necessary
for the better management of the activities are
implemented after informing the trade union
representatives and in compliance with the con-
sultation procedures provided for by the CCNL
or by the rules of Law, which define the times to
be respected.

Company welfare

The Nexi Group developed a careful and rewar-
ding welfare policy, through a series of activities
and projects, aimed at constantly improving the
way in which the Group operates, increasing
professionalism and spreading best practices
and behaviour.

To address and better manage welfare aspects
related to the wellbeing of the employees, in-
tended as professionals and as individuals, the
Croup created a set of activities and projects.
The wide range of initiatives proposed includes
moments of confrontation with management
and top management, including the CEO, on
the industrial plan, strategies and other relevant
internal events; timely information on internal
and external company news through press rele-
ases and the company intranet; and the possi-
bility of using partial teleworking for the entire
company workforce. Partial teleworking, which
takes the form of working from home on spe-
cific days of the week, has been confirmed as an
opportunity to more effectively reconcile work
needs with personal needs.

The Group developed a set of initiatives aimed
at supporting Employees starting the reconcilia-
tion of private life and work, and has created op-
portunities for socializing and leisure, also open
to family members and acquaintances, the latter
through the Workers’” Recreational Club (CRAL
- Circolo Ricreativo Assistenziale Lavoratori), to
which the entire company workforce has access.

The benefits® offered by Nexi to its employees
are not linked to the relevant professional cate-
gory, neither to the type of contract (full time /
part time).

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s000e

10 Meal vouchers and leave for medical examinations in the case of family members with certified disabilities represent two types of benefits that

are re-proportioned to working hours
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PARENTAL LEAVE

The Group guarantees all its employees
the right to take parental leave in ac-
cordance with the regulations in force.
In fact, Nexi supports Employees star-
ting resolving aspects of reconciliation
between private life and work. During
2017, 25 employees took parental leave™

The rate of return to work at the end of
parental leave was 116%".

Among the main benefits offered to its employees, Nexi guarantees sup-
plementary pensions, health assistance for all components of the em-
ployee’s family status, leave for medical examinations that provide 18 paid
hours peryear, to which 25 more is added in case of certified disabled family
members, annual donations for every disabled family member, to which a
further annual payment for training and instrumentation needs (DSA) is ad-
ded, in addition the Group offers insurance advice for the preparation of
estimates also in the workplace and recognition of a discount dedicated
to policies relating to homes and cars. Meal vouchers are provided, and a
nursery for employees who work at the Milan office. From the transporta-
tion point of view, the Group offers discounts applied to the purchase of
annual passes, a shuttle service to the Rome office, and parking spaces for
the disabled in the Milan and Rome offices.

TOTAL NUMBER OF 2017 2016
EMPLOYEESWHOTOOK ©00000000000000000000000000000000000000000000000000 ©00000000000000000000essssssscccccosssssccccccsccssssse
PARENTAL LEAVE (N°) MALE FEMALE TOTAL MALE FEMALE TOTAL
Senior management = = = = =
Middle management 7 7 - 4 4
Other staff 18 18 - 18 18
Total 25 25 = 22 22
TOTAL NUMBER OF EMPLOYEES WHO RETURNED TO WORK 2017
AT THE END OF PARENTAL LEAVE (N°) P T T R A P R
MALE FEMALE TOTAL

Senior management
Middle management

Other staff

Total

- 9 9
- 20 20
= 29 29

Health & Safety

In line with what is stated in the Code of Ethics, the Nexi Group considers
the creation and management of adequate environments and workpla-
ces in terms of health and safety for all its employees, in compliance with
national and international directives on the subject, to be of particular im-
portance.

The mapping of the relevant risks present in the working environments,
in addition to the general problems related to the structures, plants, equi-
pment and safety requlations, revealed those connected to the manage-
ment of emergencies, microclimate, lighting and use of video terminals.

The companies of the Nexi Group draw up the Risk Assessment Document
(DVR - Documento di Valutazione dei Rischi) and manage the periodic
adaptation to the requlatory requirements and the company structure.

11 The figure includes compulsory and early maternity leave (optional maternity leave is excluded). Parental
leave is calculated in the year in which the event begins. As of 2018, the number of employees returned to
work at the end of the parental leave will be also reported and still employed 12 months later (Retention
Rate)

12 The rate of return to work following the leave is calculated as (employees returned during the year / em-
ployees exited during the year), therefore any data over 100% represent cases of leave started in previous
vears and ended in the year in question



The Group adopted a Health and Safety Mana-
gement System (SGSL - Sistema di Gestione della
Salute e Sicurezza) compliant with the UNI-INAIL
Guidelines. The SGSL consists of a company poli-
cy in the field of health and safety, a manual that
is the backbone of the Management System and
a document set consisting of Regulatory Dos-
siers and Operating Instructions specific to the
individual regulatory areas subject to supervision
(Communication and Consultation, Emergency
Management, Health Surveillance, Information
and Training, Technical Management of Real
Estate, Qualification and Evaluation of Service
Providers, Accident Management, Risk Asses-
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sment, Survey Management and Improvement).
During 2017, 19 accidents were reported in the
Nexi Group, no fatal accidents, of which 5 at work
and 14 in progress, and no cases of occupational
illness were reported.

Nexi has set an important goal for the year 2018,
regarding the health and safety aspects deriving
from the presence of third-party companies in
the workplaces of the companies of the Group,
which consists in the preparation, sharing and
completion of the Single Evaluation Document
of Risks deriving from Interferences (DUVRI -
Documento Unico di Valutazione dei Rischi).

2017

MALE FEMALE TOTAL

Total injuries 6 13 19
AT WORK 2 3 5
Bologna - - -
Milan 2 1 3
Padua - - -
Rome - 2 2
Udine - - -
ONGOING 4 10 14
Bologna - - -
Milan 4 8 12
Padua - - -
Rome - - -
Udine - 2 2
ACCIDENT INDEX" MALE FEMALE TOTAL
Incidence index 71 14.3 10.8
Severity index 0.2 0.2 0.2
Frequency index 43 9.8 7.0
ABSENTEE RATE™ MALE FEMALE TOTAL
Total 4% 7% 6%
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13 Incidence index: (number of accidents at work / total number of employees) x 1,000.
Severity index: (number of days lost due to accidents / total number of hours worked) x 1,000
Frequency index: (number of accidents / total number of hours worked) * 1,000,000

14 Absentee rate: number of employee absences by type / total number of working hours in the period.
The employee absences by type are expressed in hours and include the following types: pregnancy, breastfeeding and post-delivery (including
early maternity, optional maternity, optional maternity hours and breastfeeding); family and personal reasons (includes sick leave); other (in-
cludes leave, unpaid leave and union leave)
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I Clients

In 2017, the Nexi Group paid particular attention
to the promotion of a wide range of innovative
and digital products capable of satisfying any
need, a simple and immediate customer expe-
rience and additional services aimed at making
daily payments simpler, more comfortable and
safer. Nexi carefully studies the global trends,
behaviours and needs of different clients, and
constantly invests in technology and expertise
in order to be able to offer the most innovative
payment solutions, in response to daily needs.

The important rebranding activity, which cha-
racterized 2017, was an opportunity to restructu-
re the methods of communication to clients,
with a view to greater simplicity and accessibility,
to redesign the digital properties both in terms of
website and app, with the goal of simplifying the

customer experience on information services
and the management of cards and other tools,
and to develop innovative projects that convey
the message of care and proximity to customers,
including the #iosi program, a service program
developed for all Nexi customers, developed to
increase the value of Nexi cards, in terms of insu-
rance protections on purchases and travels and
text messages to control spending with greater
guarantee of transaction security.

To meet all the needs of banks and their cu-
stomers, individuals and businesses, the Group
developed a wide range of cards, in particular, it
introduced the international debit card in 2017,

Nexi debit cards are full of features and services,
including online and contactless purchases, free
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withdrawals from all ATMs, worldwide acceptan-
ce, advanced security features (SMS alerts, app
notifications), ability to change monthly card
usage limits, protection in case of theft or fraud,
PIN change, instalment payments, card persona-
lization and call centre on Free phone number.
Also, in 2017 the new range of prepaid cards was
developed, which includes three different types
to satisfy the demanding payment base to be
offered to private individuals, including non-re-

sidents and companies for small purchases,
pocket money or travel for children, salary credit
and online purchases. In addition to the classical
prepaid, in 2017, Nexi Prepaid Speed was created,
addressed to the youth, and the Prepaid Interna-
tional version dedicated to non-residents.

The maininnovative products and services of the
Group are shown below:

NEXI
DEBIT

CREDIT EASY
SHOPPING

NEXI
BLACK

SPENDING
CONTROL

ISSUING - CARDS AND PAYMENT SOLUTIONS

More advanced debit card, also ideal for online purchases. Compared to traditional
debit cards, online purchases can also be made, as well as the possibility to withdraw
from all over the world thanks to the international Visa and MasterCard networks.
Nexi Debit allows all forms of digital payment, developed by the bank or other ope-
rators, such as contactless payments directly from smartphones.

For those who want flexibility for their own spending, Easy Shopping is available on
all the Nexi credit range, for those who want to easily and independently finance a
purchase.

It is the first metal credit card with a contactless functionality in the world. For exam-
ple, Nexi Black offers a personal planner and a 24-hour concierge service with dedi-
cated free phone numbers.

Allows customers to customize, independently, from the Nexi Pay app or from the
personal area of the Nexi.it site, the spending limit of their card (even for a single day,
as well as per week), the enabled shopping category, the “allowed” geographical are-
as and the preferences on the spending channels (physical, online, cash withdrawal).

App to manage the card and to shop online and in store, allows customers to manage
all the features of their card, monitor the costs in real time and access all the advanta-
ges of the Nexi world. Nexi Pay also allows to pay by smartphone at all stores equipped
with a contactless POS, using HCE technology on Android devices and, through Apple
Pay on all iPhones.

New service for all customers full of advantages and opportunities, #iosi monitors
every movement of the card thanks to a weekly SMS summary; protects every pur-
chase thanks to insurance coverage; allows participation in prize competitions; gua-
rantees discounts and exclusive offers.
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MERCHANT SERVICES - PRODUCTS

NEXI
SMART POS

NEW
MOBILES POS

NEXI
BUSINESS

NEXI START

AND SERVICES FOR MERCHANTS

The latest generation Nexi terminals have a series of integrated applications, inclu-
ding a cash management application, and are accompanied by an integrated app
store that allows merchants to enrich the services available through the device, sim-
ply by “downloading” the app. This is an extremely important innovation, of a scale
comparable to the birth of a smartphone and which transforms the POS into a true
point-of-service.

To turn smartphones into a POS, thanks to the agreement with Ingenico, world lea-
derin the design and development of POS terminals, Nexi has changed the paradigm
of payment collections in mobility. The new Mobile Pos, available from mid-2018,
turn smartphones into a POS, with an application and keyboard for the pin directly
available on the phone, to which a small device is connected.

App that allows merchants to easily manage all their business revenue from their
smartphone, with an overview and detail on all transactions, in-store and online. Nexi
business also allows to compare the trend of the business compared to the compe-
tition, selected by geographical area and commodity sector, over a specific period.
The app also gives access to all accounting documents (invoices, statements) and
allows to quickly manage features such as refunds and cancellations.

The e-commerce payment gateway can be activated directly online.

Nexi has created the new XPay, the ecommerce payment gateway that can be pur-
chased directly online and activated in 24 hours. It is a “turnkey” service that integra-
tes numerous payment methods and is natively multi-channelled through specific
features for mobile commerce. XPay integrates quickly into the merchant’s custo-
mer journey through its APIs and has components for rapid integration with leading
e-commerce platforms. Finally, XPay is the first Italian gateway designed and already
tested for integration with chatbots and social commerce features.

Nexi’s offer for merchants that are starting their business or do not have a POS ser-
vice. Only one monthly fee, commission costs included in the contract for the first
Euro 1,000 in transactions, only one commission for all types of cards over Euro 1,000
in transactions.
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PAYMENTS SERVICES
SOLUTIONS FOR BANKS

NEXI Platform for instant transfers. The Nexi Instant Payments platform allows the mana-
INSTANT gement of transfers and money transfers in 1/4 of a second, making any payment
PAYMENTS based on the current account immediate, both for private customers and for com-

panies. Thanks to solutions designed ad-hoc, banks can offer their customers instant

payments in a short time, reducing IT development time and costs.
NEXI New digital banking offer designed for companies. For banks and companies, Nexi
DIGITAL offers a completely renewed offer enriched with over 60 new features, in line with in-
BANKING ternational best practices. Nexi’s offer for digital banking is divided into two solutions

- Business and Corporate - designed to meet the needs of large companies and SMEs.
LATEST Nexi proposes 3 categories of latest generation ATMs that cover all the possible ne-
GENERATION eds of client banks. Nexi’s offer on ATMs is characterized by advanced machines,
ATM capable of automating many teller activities, thus guaranteeing the digitization of

80% of branch operations. In addition, Nexi’s ATMs have innovative services such as
remote assistance via video. For partner banks, Nexi offers advanced services such as
preventive maintenance based on predictive algorithms, and turnkey branch design
services to optimize branch space.

The Information Security Management System
of the Nexi Group is inspired by the ISO stan-
dards and considers the Bank of Italy regulations,
privacy legislation and company rules. It includes
Policies, Organizational Structures, Regulatory
Dossiers, Operating Instructions, Procedures and
technical documentation, which regulate plan-
ning, design and implementation activities, roles
and responsibilities, processes and resources,
personnel behaviour and controls that pertain to
the automated processing of information. This
documentation is created and maintained by
the organizational structures set up to oversee
the various areas of relevance of the SCSI. The
System is integrated with the IT risk analysis pro-
cess which, performed by the Risk Management
Department, represents the method by which
the effectiveness and efficiency of the controls
applied to ICT resources is assessed.

Privacy and data security

Nexi developed an Information Security Mana-
gement System (SCSI - Sistemna di Gestione per
la Sicurezza delle Informazioni), whose objecti-
ve is the protection of corporate information
assets, in line with the IT risk propensity defined
at company level. This protection is obtained
through the adoption of a series of measures of
a technological, organizational and procedural
nature, commensurate with the criticality and
the value of the information itself, designed to
quarantee:

e Confidentiality: the information is accessible,
in the manner established, only to those who
are expressly authorized;

e Integrity: the information can be modified, in
the manner established, only by those who
are expressly authorized; the requirement is
to safequard the completeness, accuracy and
compliance of information during acquisition,
storage, processing and presentation;

Payment security is a priority for the Nexi Group,
this commitment is reflected in the offer and
distribution of more innovative, simple and se-
cure payment solutions in Italy. One example

e Availability: the information is accessible and s the Instant Payments platform, created and

usable, in the established procedures, only to
authorized processes and users and only when
the actual need is evidenced.

released to the partner banks in 2017, with whi-
ch Nexi made the first instant bank transfer in
Italy. The system, created for the management
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of IBAN-based real-time payments, guarantees
maximum security, traceability of payments and
easy integration with the systems of the Banks
and offers various advantages for the end cu-
stomers (Private and Businesses) in terms of in-
stantaneousness of the payment with an availa-
bility of the amount on the beneficiary’s account
in less than 10 seconds, a service anytime and
anywhere 24 hours a day, 7 days a week, 365 days
a year, and finally the multi-channel option. To
date, 34 SEPA European countries are reachable
with Instant Payments.

In addition, the Group has a team of speciali-
sts dedicated to the prevention of fraud, which
thanks to the most advanced technologies, sup-
ports the Group in intercepting fraudulent phe-
nomena in advance and avoiding, in most cases,
the involvement of clients. At the same time,
thanks to the use of advanced tools for analysing
card spending behaviour, spending anomalies
are detected and reported.

ACCOUNT
STATEMENT

NEXI SMS
ALERT

SMS
SERVICES

NEXI PAY
APP

3D SECURE

NEXI SERVICES FOR THE BUSINESS

AND THE SECURITY OF ITS CLIENTS:

The monthly account statement allows a precise control of spending and provides sum-
mary and detail information useful to always keep the costs and use of the Card under
control. By activating the online account statement free of charge from the Company
Portal it is easy to consult it and download it directly in pdf format to create an electro-
nic file of statements on your computer. An alert email is sent for each new publication.

By activating the Nexi Alert SMS service from the Company Portal, purchases by Card
can be kept under control. Every time a payment is made with Nexi, a free text mes-
sage is received. In the case of refund for unlawful debits, in the case of cash with-
drawals made with the Card and the PIN code, an ad hoc procedure is defined subject
to the contractual provisions on the custody of the Card and PIN.

The SMS services allow to request information via SMS on the latest transactions,
card balance, remaining availability of the card, #iosi balance and much more. In this
way, it will be possible to have all the information at your fingertips.

For Professional business cards, the special notification service that alerts the custo-
mer every time the credit card is used for expenses and purchases of more than Euro
2 is available in the Nexi Pay smartphone app.

The Email Alert service sends an alert each time a business credit card transaction
is made that exceeds the amount established by the Administrator of the Business
Portal.

The e-mail is also sent in case of purchases with company cards for some types of
goods (for example fuels, hotels, car rentals, etc.) or in the case of a cash withdrawal
transaction.

3D Secure is the Verified by Visa and Mastercard® SecureCode™ fraud protection sy-
stem which guarantees protection for online purchases. An SMS is received for each
purchase containing a unique security code to be entered at the time of payment to
confirm the purchase.

continued
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continued

CV2 CODE The CV2 code (CVV2 for Visa, CVC2 for Mastercard) consists of the last three digits on

the back of the credit card that is requested during online purchases.

Nexi allows to make purchases with complete peace of mind even abroad. Thanks
to the emergency services provided by Nexi, in case of theft, loss or deterioration
of the credit card, there is no risk of being uncovered or without cash. In addition,
at the time of blocking the Card, information can be requested from Nexi Customer
Service on how to activate the following services: emergency cash (i.e. a cash ad-
vance payable in Italy and abroad on blocked credit cards); replacement credit card
(which provides, as a result of block, the ability to immediately receive an emergency
replacement card, generally valid for 2 months); credit increase (a free service that
must be requested through the Bank); and sufficient funds (another free service that
can be requested through the bank, which allows to increase the limit of a single card
with a temporality defined at the time of the request).

EMERGENCY
SERVICES

PHISHING Nexi offers updates (patches) that increase the security of navigation programs avai-
lable online and downloadable for free. It suggests updating the browser and recom-
mends the use of regularly licensed and updated software, updated antivirus softwa-

re and a free phishing filter toolbar.

The subject of privacy is managed in complian-
ce with current legislation, represented above all
by Legislative Decree 196/2003. To this end, the
Nexi Group adopted a Privacy Regulation called
“Measures for the security of personal data pro-
cessing “, within which the procedures for han-
dling complaints and customer requests are also
regulated.

During 2017, the Compliance Office responsible
for handling the complaints of Nexi S.p.A. recei-
ved a complaint from an external stakeholder re-
garding the issue of privacy violation and loss of
consumer data; it was a complaint from a prepaid
cardholder who requested a change of privacy
consent.

In 2017 in Nexi S.p.A., no complaints were recei-
ved from regulatory bodies in 2017 regarding ca-
ses of privacy violations, nor claims for losses and
thefts identified of customer data.

In Nexy Payments, the Claims Management
Office received 4 pertinent complaints on the
subject of privacy, from cardholders, while none
from regulatory bodies.

In 2017, no penalty was imposed.
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Involvement and listening
to customers

The Nexi Group is committed to guaranteeing
its clients high levels of service, constantly im-
proving its processes, always aiming for excel-
lence and meeting the needs of all clients in a
timely manner, every day of the year. The client
is always at the centre of the Group’s ideas and
daily work; customer needs are measured throu-
gh customer satisfaction surveys and complaints
management; in addition, the Group organizes
events dedicated to the various customer seg-
ments.

In 2017, a customer satisfaction survey was con-
ducted that involved cardholders and operators,
aimed at gathering the level of satisfaction of
Nexi clients and the clients of the competitors.
During the year, the process of measuring cu-
stomer satisfaction was fine-tuned, and to date
itis carried out monthly with respect to the main
competitors and six-monthly for the remaining
competitors. The monthly assessments are ai-
med at analysing the core and image aspects
of the brand, while the half-yearly surveys carry
out insights on minor competitors and on some
processes such as new subscriptions and agre-
ements, disputes, blocks, call centres, promo-
tions, loyalty programs, web portals and app. As
for the monthly surveys, 11 surveys were carried
out in 2017 (with the exception of the month of

August) and about 540 monthly telephone in-
terviews were carried out with the cardholders
and 460 with the merchants.

In regard to the cardholders, the trend in the
Nexi Payments customer satisfaction was rather
stable during the year. Net of seasonal fluctua-
tions, the result is around 84 out of 100. The dif-
ferences compared to competitors, both posi-
tive and negative, are rather limited: the results
achieved by competitors are in fact between 80
and 90 points out of 100 (percentage conversion
of an evaluation from 1to 10).

In regard to the assessment of customer contact
points, Nexi Payments obtained better results in
the overall indicator than the assessment of the
individual experience; reflecting a positive image
of the Nexi brand. In the second half of the year,
thelargest positive differences were reported for
the Promotions and the Loyalty Program, while
blocks, portal and app reconfirmed the usual
high values.

On the merchant side, the trend of the Nexi sati-
sfactionindicators has been stable over time. The
Net Promoter Score (NPS) remains significantly
higher than all other competitors, thanks to a
much higher number of promoters. The asses-
sments on the Nexi Payments brand image are in
line with those of both main competitors. Howe-
ver, it should be noted that these assessments
were decidedly higher in the first half of the vear,
in terms of proximity to the way of being, flexibi-
lity, fairness, prestige and modernity.
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EVENTS DEDICATED TO CLIENTS

In November 2017, Nexi took part in the
second edition of “The Payments Exhibition -
Payvolution”.

An event organized by ABIServizi designed to
explore issues related to the future of payments,
disseminate new solutions and promote the
culture of innovation in this area. The event

was an opportunity for comparison for banking
and non-banking companies, institutions

and citizens, on emerging trends in payment
systems, new technologies and security.

At the 2017 Payments Exhibition, Nexi
presented the new range of products

and services made available to banks and
illustrated the future of digital payments and
the related growth opportunities for them.

During the year, Nexi organized, together
with the TAG Talent Garden platform, an
XPay e-commerce Workshop. XPay is the
Nexi platform to accept online payments on
the e-commerce site of the various client
companies. The workshop entitled “From
Ecommerce to Connected Commerce” was a
training event on the topic of e-commerce.
During the event, the business opportunities
of online sales were illustrated, and the most
profitable trends of the e-commerce sector
were presented, with a particular focus on the
topic of omnichannel. During the event, the
professional characteristics of e-commerce
Manager were further analysed and it was
explained how to generate added value in all
phases of the process: product selection and
presentation, lead generation, user experience,
logistics, customer relationship and payments.
Experts from e-commerce startups and
professionals of Nexi XPay were present at
the event.
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Claims management

Nexi pays constant attention to the needs of
clients and, in this regard, the management of
complaints is an important element of detection
of critical areas on which to intervene, represen-
ting an opportunity to make the relationship of
trust more effective and re-establishing a sati-
sfactory relationship with the client. Complaint
means any act by which a clearly identifiable
Client disputes, in writing (e.g. letter, fax, email),
the intermediary behaviour, even omission. The
complaint containing the details of the subject
proposing it, the reasons for the complaint, the
signature orsimilar element that allows the Client
to be identified with certainty is considered valid.
Nexi provides a response to the complaint within
30 days of receipt, indicating, in case of accep-
tance, the expected time to resolve the problem.

The companies of the Nexi Group have adopted
internal regulations for the management of cu-
stomer complaints. Relationships with clients are
inspired by the principles of transparency and
clarity, assistance and quality. To this end, the
companies have adopted an internal procedure
which contains the activities, responsibilities and
operating procedures with which complaints
from clients must be managed and monitored, in
compliance with the rules set by self-regulation
initiatives or the rules of law.

Each individual Company focuses the handling
of complaints at a specific Office. In 2017, Nexi
Payments received 4,058 complaints from clien-
ts. The table below reports the result of the com-
plaints and the main reasons.

RESULT NUMBER OF %

COMPLAINTS ON TOTAL
Accepted 740 18%
Not accepted 3,318 82%
Total 4,058 100%
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PLAINTS

#|os| 1203%
#iosi Plus 14 0.3%
3D Secure 20 0.5%
Telephone accessibility 44 11%
Other 252 6.2%
Applications of the
conditions 16 29%
POS Activation /
configuration 58 1.4%
Conditions 46 11%
Dispute definition 2,642 65.1%
Exhaustiveness /
Correctness info 88 2.2%
Loyalty promotions 14 2.8%
Transfer Failure / Delay 3 0.1%
Paid telephone number 56 1.4%
CartaSi / Nexi Portal 79 19%
Privacy 16 0.4%
Operating Procedures 26 0.6%
Authorization process 26 0.6%
Security measures 54 1.3%
Repricing 25 0.6%
Discourteous operators 83 2.0%
Central credit register
reporting 23 0.6%
Services related to Credit
card 220 5.4%
SmartSi 29 0.7%
Transfer / Currency Issue
Time 2 0.0%
Transparency 10 0.2%
Total 4,058 100%
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The complaints made to Nexi SpA by credit card
or prepaid cardholders are managed by Nexi
Payments, which is responsible for the manage-
ment of the product. In 2017, Nexi SpA received
105 complaints from customers relating to cards,
48 of which were accepted and 57 not accepted,
with reports on the following aspects:

o Credit card services (29 complaints);

e Conditions (2 complaints);

o Application of the contractual conditions
(3 complaints);

o Exhaustiveness and correctness of information
(4 complaints);

e Requests related to the processing of data
for the purposes of the legislation on privacy
(7 complaints, of which 1accepted);

o CartaSi/Nexi Portal (S complaints);

e Fraud and loss (4 complaints);
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e Telephone accessibility (1 complaint);
e Paid telephone number (1 complaint);
o Staff (7 complaints);

e Transparency (3 complaints);

o #iosi services (1 complaint);

o Other (38 complaints).

In specific reference to Nexi S.p.A., the Com-
plaints Office, located within the Compliance &
AML Department, reporting directly to the Head
of that Department, is also involved in proces-
sing any requests for clarification formulated by
the Supervisory Bodies on the subject of ban-
king and financial transactions and services, and
to periodically provide the information flows re-
quired to these Bodies as well as to the top ma-
nagement Bodies.
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I Supply chain

In choosing service providers for the assignment
of works, supplies and services, the Nexi Group,
as stated in the Code of Ethics, adopts the ma-
ximum transparency and efficiency of the pur-
chasing process; guarantees impartiality at every
stage of the procedure, undertakes to maintain
the confidentiality of information that cannot be
disclosed and is attentive to promptly report any
or potential conflict of interest. The Group qua-
rantees all service providers equal conditions for
participation in the selection process, based on
objective evaluations, according to principles of
fairness, cost-effectiveness, quality, innovation,
continuity and ethics. The Group, with the aim
of guaranteeing integrity and independence in
relations with service providers, defined internal
regulations to regulate the purchasing process,
which the personnel is required to comply with
and which strictly describes and regulates the
entire purchasing cycle of every good or service.

As required by internal regulations, all service
providers are required to comply with the Code
of Ethics and to sign the relevant certification. To
this end, the Code of Ethics must be attached to
the purchase order and any contract, and it must
be indicated that the Code of Ethics is available
on the Company website.

Service providers that supply goods or services
to the Group are registered on the Nexi Group
Register of Suppliers, registration on the Regi-
ster and selection criteria for the assignment of
contracts are subject to objective and transpa-
rent assessments of the quality, price, methods
of carrying out the service and delivery, as well
as the availability of means and organizational
structures, in accordance with the company pro-
cedures in force.

The “Supplier Portal”, active since 2015 and in
use at the Supply Chain & Cost Management
Department, allows the Group to manage the
entire procurement process: from the initial

qualification phase to the performance asses-
sment one. The Portal also allows foreign service
providers to be managed and to submit a que-
stionnaire to them which is useful for all product
cateqories, allowing each service provider, at the
end of the qualification, to be entered correctly
in the Register of Suppliers. The “Supplier Por-
tal” provides for an initial registration phase in
which candidates are required to read the Code
of Ethics and a verification phase. The standard
checks carried out include checking the docu-
mentation attesting to the technical suitability
of the companies (registration in the Chamber
of Commerce, Crafts and Agriculture, presen-
tation of the Chamber of Commerce certificate
and Certificate of Social Security Compliance)
and of the economic-financial solidity of service
providers. During the procurement relationship,
service providers are subjected to further checks
and evaluations.

All service providers must be adequately moni-
tored by the Spending Managers of Nexi S.p.A.
and the Group Companies in order to be able
to assess the quality of the service or product
supplied, compliance with contractual commit-
ments, and other relevant aspects. Following this
evaluation, the Supply Chain & Cost Manage-
ment service records the degree of satisfaction
of the existing relationship. The evaluation pro-
cess is carried out at least once a year and allows
identifying any improvement actions and to re-
consider the relationship with the service provi-
der at a strategic level.

According to the product category, the Group
requires specific certifications from service pro-
viders, for example, for the purchase of POS, the
Consorzio Bancomat certification is required,
while for Cards and Chip, the Visa and Master-
card Certificates are required. In addition, every
service provider, regardless of the product cate-
gory, is invited to enter the ISO9001 certification
in the Supplier Portal.
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I Environment

The Nexi Group, despite not operating in a sec-
tor characterized by significant environmental
impacts, is aware of the importance of using
natural and energy resources in a responsible
way, and therefore promotes a sustainable de-
velopment: as underlined in its Code of Ethics
the Group is committed to respect the environ-
ment and to preserve the rights of future gene-
rations.

In 2017, it integrated its 231/01 Model including
environmental offenses. The main areas on
which the Group’s commitment is focused to
reduce the environmental impact of its activi-
ties include: waste management and disposal,
energy and water consumption, consumption of
materials, sustainable mobility. In 2017, Nexi lau-
nched several projects related to these areas of
intervention.

Nexi is committed to use energy in a rational
manner, using renewable or lower carbon sour-
ces, in order to minimize its GHG emissions.

ENERGY AND EMISSIONS™ 2017
Total direct consumption (Gj) 11,481
Total indirect consumption (Gj) 32,141
Direct emissions Scope 1
(Tons of CO,e) 57.3
Indirect emissions Scope 2
(Tons of CO, €) 3,129
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In regard to water consumption, in 2017, the Nexi
Group made water withdrawals for a consump-
tion of 45,027m?3™*. With regard to the issue of
mobility, the intervention was refined and inte-
grated the Group’s Car Policy, with the inclusion
of hybrid cars and the reduction of the displace-
ments of company cars.

In 2017 as part of the corporate reorganization
and rebranding activity, an assessment was laun-
ched and almost completed on the energy and
environmental transformation of the Milan he-
adquarters, aimed at communicating the deep
company evolution to employees and externally.
In fact, the Group conducted a due diligence to
identify revamping solutions that would improve
the overall quality of the Corso Sempione buil-
ding, extending its stay in the medium to long
term. The revamping solution developed, which
will be submitted to the examination of the com-
petent corporate bodies during 2018, guarante-
es an improvement in terms of layout (facades,
work spaces, reception) and efficiency (saving
on utilities), and a substantial reduction of water
and energy consumption.

The Nexi Group, for 2018, aims to strengthen its
leadership in the market and in Corporate Social
Responsibility; the objective pursued is therefore
to become a point of reference for society also
in terms of social and cultural responsibility, while
increasing the internal commitment to inclusion.

15 The factors used to calculate the emissions were published: DEFRA (Department for Environment, Food & Rural Affairs) in 2015 and the Depart-

ment for Business, Energy & Industrial Strategy (BEIS) in 2017
16 The figure includes the 2016 adjustments
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Annex

RECONCILIATION STATEMENT BETWEEN MATERIAL TOPICS AND ASPECTS OF THE GRI STANDARDS:

MATERIAL ISSUES IDENTIFIED
BY THE NEXI GROUP

TOPIC-SPECIFIC
DISCLOSURES

PERIMETER OF IMPACTS
INTERNAL EXTERNAL
IMPACT IMPACT RESTRICTIONS

...........................................................................................................................................................

Management of
employment drivers

Training and development
of personnel

Staff appraisal and
remuneration policies

Talent attraction and
Employer branding

Promotion of health and safety
at Group offices

Diversity and equal opportunities

Fight against corruption
Continuous innovation
Access to services
Complaints management

Marketing communication

Ethics, integrity and compliance

Employment: 401-1; 401-2
Labour/Management
relations: 402-1

Training and Education:
404-1, 404-3

Diversity and Equal
Opportunity: 405-2

Training and Education: 404-3
Employment: 401-1

Occupational Health and
Safety: 403-2

Diversity and Equal
Opportunity: 405-1, 405-2

Anti-corruption:
205-2,205-3

Customer Privacy: 418-1
™)
™)
Customer Privacy: 418-1

Marketing and Labelling:
417-3

Contractors

Service
providers

Clients
Clients
Clients

Clients

Clients

Reporting partially
extended to
contractors

Reporting partially
extended
to service
providers

...........................................................................................................................................................

(*) In regard to the subject matter (not directly linked to an aspect required by the GRI-Standards), the Nexi Group reports the management approach adopted and the related

indicators in the document
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GRI CONTENT INDEX
DISCLOSURE INDICATOR DESCRIPTION PAGE NUMBER / NOTES OMISSIONS
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GRI102: 2017 GENERAL DISCLOSURES

ORGANIZATIONAL PROFILE

102-1 Name of the organization Page 168
102-2 Activities, main brands, products and / or services Page 168, 203-205
Corso Sempione 55,
102-3 Place where the company headquarters are located 20149 Milan
Number of countries where the organization ope-
102-4 rates Page 168, 192
102-5 Ownership structure and legal form Page 8
102-6 Markets served Page 168, 202
102-7 Organization size Page 8, 9, 22, 29, 32,168, 192
Employees by type of contract, gender, origin, age,
102-8 members of the protected categories Page 192-194
102-9 Description of the supply chain Page 212

Significant changes during the reporting period regar-
ding the size of the Group, the structure, the owner-

102-10 ship or the chain of suppliers Page 170-171
Application procedure of the principle or prudential

102-11 approach Page 182-186

The Group does not adhere to

Adoption of external codes and principles in the codes and principles external

102-12 economic, social and environmental areas to the organization.
Membership of associations and organizations of

102-13 national or international support Page 175

STRATEGY
Statement by the Chairman and the

102-14 Chief Executive Officer Page 3

ETHICS AND INTEGRITY
Values, principles, standards and rules of conduct

102-16 within the company Page 172-173,188

GOVERNANCE

102-18 Corporate governance structure Page 178-180

STAKEHOLDER ENGAGEMENT

102-40 List of stakeholders engaged Page 174
Percentage of employees covered by collective

102-41 labour agreements Page 198-199
Identification process and selection of stakeholders

102-42 to be engaged Page 174-175, 208

102-43 Approach to stakeholder engagement Page 174-175, 208

Key aspects and critiques emerged from stakeholder
102-44 engagement and related actions Page 175
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DISCLOSURE INDICATOR DESCRIPTION PAGE NUMBER / NOTES OMISSIONS
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REPORTING PRACTICE

List of companies included in the consolidated finan-
cial statements and indication of the companies not

102-45 included in the report Page 166
Process of defining the contents of the report and

102-46 the perimeter of each aspect Page 176

102-47 List of aspects identified as materials Page 176

Explanation of the effects of any modification of This is the first

information included in previous financial statements non-financial

102-48 and reasons for these changes consolidated statement.

This is the first

Significant changes compared to the previous non-financial

102-49 reporting period consolidated statement.

102-50 Reporting period Page 166

This is the first

non-financial

102-51 Date of most recent financial statement consolidated statement.

102-52 Reporting frequency Page 166

To request information on the
DNF and its contents, write to
the Nexi Corporate & Regula-

Contacts and useful addresses to request information tory Affairs Service E-mail:
102-53 on the financial statements and their contents corporateaffairs@nexi.it
102-54 / GRI content index and choice of the
102-55 "in accordance” option Page 166, 217-219
102-56 External attestation Page 221-225

ECONOMIC PERFORMANCE: TOPIC SPECIFIC STANDARDS

GRI205: 2016 ANTI-CORRUPTION

GRI103 2016 Management approach Page 185-190
Communication activities and training on policies
205-2 and procedures to prevent and combat corruption Page 197

Any incidents of corruption identified, and remedial
205-3 activities implemented Page 189

SOCIAL PERFORMANCE: TOPIC SPECIFIC STANDARDS

GRI 401: 2016 EMPLOYMENT

GRI103 2016 Management approach Page 192
401-1 Total number and rate of staff hiring and turnover Page 195-196
Benefits provided to full-time employees that are not
A2 e RrOVIded to temporary or part-time employees e PAIE I
GRI 402: 2016 LABOUR/MANAGEMENT RELATIONS
GRI1103 2016 Management approach Page 198-199

Minimum notice period for operational changes,
including if this notice period is specified in the

402-1 collective labour agreements Page 199
GRI 403: 2016 OCCUPATIONAL HEALTH AND SAFETY
GRI103 2016 Management approach Page 200-201
For 2017, the number of acci-
dents and the related injury
Type of accidents, accident rate, occupational rates for contractors is not
ilinesses, days of missed work and absenteeism and reported, as the Group star-
number of fatal accidents related to work divided by ted a process to monitor this

403-2 region and gender Page 201 information from 2018.
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DISCLOSURE INDICATOR DESCRIPTION PAGE NUMBER / NOTES OMISSIONS
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GRI1404: 2016 TRAINING AND EDUCATION
GRI103 2016 Management approach Page 196-197

Average annual training hours per employee,
404-1 by gender and by category Page 197

Percentage of employees who receive regular
reports on the results and career development,

4043 ... Dygenderand employee CAtegory | ....eieereeeeereeeneerreennenereenneses P B9 I8 et
GRI 405: 2016 DIVERSITY AND EQUAL OPPORTUNITY
GRI103 2016 Management approach Page 179, 194-195

Composition of the governing bodies and division
of employees by category with respect to gender,
age, members of protected categories and other

405-1 indicators of diversity Page 180, 193-194
Ratio between male and female basic salary
A2 BY.S3teqory and by operational qualification | L L. PRIEITE s
GRI 417: 2016 MARKETING AND LABELING
GRI103 2016 Management approach Page 182

In 2017, for the four Group
companies, no incidents were
reported regarding non-com-

pliance with regulations or

Total number of cases of non-compliance voluntary codes in relation
with regulations or voluntary codes related to marketing activities that
to marketing activities including advertising, include advertising, promotion
417-3 promotion and sponsorship and sponsorship.
GRI 418: 2016 CUSTOMER PRIVACY
GRI103 2016 Management approach Page 205-206

Number of documented complaints regarding
418-1 breaches of privacy and loss of consumer data Page 207

0 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 000000000scsssscsesssscsssscsssscsese






AUDITING COMPANY
REPORT

2017



KFMG S.p.A.

Revisiong e organizzazione contabile
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Telefono +39 02 67631

Email it-imauditaly@kpmag.it
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{(Translation from the [talian criginal which remains the definitive version)

Independent auditors’ report on the consolidated non-
financial statement pursuant to article 3.10 of Legislative
decree no. 254 of 30 December 2016 and article 5 of Consob
Regulation no. 20267

To the board of directors of
Nexi S.p.A.

Pursuant to article 3.10 of Legislative decree no. 254 of 30 December 2016 (the
“Decrae”) and article 5 of Consob {the Italian Commission for listed companies and
the stock exchange) Reguiation no. 20287, we have been engaged to perform a
limited assurance engagement on the 2017 consoclidated non-financial statement of
the Nexi Group {the “Group") prepared in accordance with article 4 of the Decree,
presented in the specific section of the directors’ report and approved by the board of
directors on 21 March 2018 (the "NF5”).

Responsibilities of the directors and board of statutory auditors (“Collegio
Sindacale”} of Nexi 8.p.A. (the “Company”) for the NFS

The directors of Nexi S.p.A. are responsible for the preparation of a NFS in
accordance with articles 3 and 4 of the Decree and the “Global Reporting Initiative
Sustainability Reporting Standards” issued in 2016 by GRI - Global Reporting Initiative
(the "GRI Standards™).

The directors are also respensible, within the terms established by the ltalian law, for
such internal control as they determine is necessary to enable the preparation of a
NFS that is free from material misstatement, whether due te fraud or error.

Moreover, the directors are responsible for the identification of the content of the NFS,
considering the aspects indicated in article 3.1 of the Decree and the Group's
business and characteristics, to the extent necessary te enable an understanding of
the Group's business, performance, results and the impacts it generates.

The directors’ responsibility aiso includes the design of an internal model for the
management and organisation of the Group's activities, as well as, with reference to
the aspects identified and disclosed in the NFS, the Group’s policies for the
identification and management of the risks generated or borne.

The Collegio Sindacate is responsible for overseeing, within the terms established by
the ltalian law, compliance with the Decree’s provisions.

Souickd per nzond
Cawtale sociale
Cura 10 150 353,00

Ancona Acsia BEal Borgane Rogisire [mprese Milano &
Culogpria Culzars Brasoe Codice Fiscglg N 007098001 59
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Auditors’ independence and quality control

We are independent in compliance with the independence and all other ethical
requirements of the Code of Ethics for Professional Accountants issued by the
Internationat Ethics Standards Board for Accountants, which is founded on
fundamental principles of integrity, objectivity, professional competence and due care,
confidentiality and professional behaviour, Our firm appiies International Standard on
Quality Control 1 {ISQC Italia 1) and, accordingly, maintains a system of quality
control including documented policies and procedures regarding compliance with
ethical requirements, professional standards and applicable legal and regulatory
requirements.

Auditors’ responsibility

Our responsibility is to express a conclusion, based on the procedures performed,
about the compliance of the NFS with the requirements of the Decree and the GRI
Standards. We carried out our work in accordance with the criteria established by
“International Standard on Assurance Engagements 3000 (Revised) - Assurance
Engagements other than Audits or Reviews of Historical Financial Information” ("ISAE
3000 Revised™), issued by the International Auditing and Assurance Standards Board
applicable to limited assurance engagemenis. This standard requires that we plan and
perform the engagement to obiain limited assurance about whether the NFS is free
from material misstatement. A limited assurance engagement is less in scope than &
reasonable assurance engagement carried out in accordance with ISAE 3000
Revised, and conseguenily does not enable us to obtain assurance that we would
become aware of all significant matters and events that might be identified in 2
reasonable assurance engagament.

The procedures we performed on the NFS are based on our professional judgement
and include inquiries, primarily of the Company’'s personnel responsible for the
preparation of the information presented in the NFS, documental analyses,
recalculations and other evidence gathering procedures, as appropriate.

Specifically, we carried out the following procedures:

1. Analysing the material aspects based on the Group's business and characteristics
disclosed in the NFS8, in order to assess the reasonableness of the identification
process adopted on the basis of the provisions of articie 3 of the Decree and
taking into account the reporiing standards applied.

2. Analysing and assessing the identification criteria for the reporting scope, in order
to check their compliance with the Decree.

3. Gaining an understanding of the following:

- the Group’s business management and organisational model, with reference
to the management of the aspects set out in article 3 of the Decree;

the entity’s policies in connection with the aspects set out in articie 3 of the
Decree, the achieved results and the related key performance indicators;

the main risks generated or borne in connection with the aspects set out in
article 3 of the Decree.

Moreover, we checked the ahove against the disclosures presented in the NFS
and carried out the procedures described in point 4.a).
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4. Understanding the processes underlying the generation, recording and
management of the significant qualitative and quantitative information disclosed in
the NFS.

Specifically, we neld interviews and discussions with the Company's management
personnet and personnel of Nexi Payments S.p.A.. We alse performed selected
procedures on documentation to gather information on the processes and
procedures used to gather, combine, process and transmit non-financial data and
information to the office that prepares the NFS.,

Furthermore, with respect to significant information, considering the Group's
business and characteristics:

at company and subsidiaries level:

a} we held interviews and obtained supporting documentation to check the
qualitative information presented in the NFS and, specifically, the business
model, the policies applied and main risks for consistency with available
evidence,

b) we carried out analytical and selected procedures to check, on a sample
basis, the correct aggregation of data in the quantitative information;

we visited Nexi S.p.A. and Nexi Payments S.p.A., which we have selected on
fhe basis of their business, contribution to the key performance indicators at
consoelidated level and location, to mest their management and obtain
documentary evidence supponting the correct application of the procedures
and methods used to calculate the indicators.

Conclusion

Based on the procedures performed, nothing has come fo our attention that causes us
to believe that the 2017 consolidated non-financial statement of the Nexi Group has
nat been prepared, in all material respects, in accordance with the requirements of
articles 3 and 4 of the Decree and the GRI Standards.

Other matters

The 2018 comparative figures presented in the NFS have not been examined.
Milan, 8 Aprii 2018

KPMG S.p.A.
{signed on the original)

Roberto Fabbri
Director of Audit
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Board of Directors’
Report on operations

Dear Shareholders,

Financial year 2017 closes with a Net Profit of
Euro 895 million compared to a 2016 Net Profit
of Euro 84.2 million. Shareholders' equity is Euro
2,0333 millions compared to Euro 2,049.8 mil-
lions at 31 December 2016.

Operating revenues totalled € 2992 million
(103%) compared to € 2713 of 2016 due to the
combined effect of the decrease in net interest
income from € 522 millions to € 441 million
(18.5%), the decrease in commissions and reve-
nues from services from € 151.5 million to € 148.7
million (19%) and the increase in dividends from
€ 90.2 million to € 74.3 million (21.3%).

EBITDA reported € 1452% compared to €121.6
million in 2016.

Regulatory compliance

Refer to the similar section of the Report on the
management of the Group.

Human resources

The Parent Company's headcount totalled 825
resources as of 31 December 2017,

NEXI
DEC.-16 DEC.-17

HC FTE HC FTE
Senior
Management 35 35.0 47 47.0
Management 385 3785 396 390.7
Employees 442 4207 376 358.0
Fixed-term 9 9.0 6 6.0
Total 871 843.2 825 801.7

.............................................................

Information on staff
and the environment

Refer to the similar section of the Report on the
management of the Group.

Management performance

The results for the 2017 financial year were able
to benefit from the contribution of the Business
Units and the individual services as illustrated
below.

Payments & ATM B.U.

In 2017, the Payments & ATM Business Unit, in a
context of renewal and repositioning of the or-
ganizational model, continued its efforts towards
a "continuous quality improvement” of the servi-
ces provided to its clients, with particular refe-
rence to those relating to the infrastructure role
of payment systems, intermediary bank and cor-
porate services, in line with the indications and
guidelines defined in the business plan.

Among the main activities carried out during the
year, the new ACH SEPA Instant was activated in
November 2017, which enables Nexi PSP clien-
ts to exchange and settle instant bank transfer
transactions according to the rules and schemes
provided for by the Authorities. In this context,
an interoperability link is expected to be establi-
shed between the ACH Instant of Nexi and EBA
Clearing in the first part of 2018.

The fully interoperable ACH Instant and the con-
comitant development of value added services
associated with the new offer will give Nexi a si-
gnificant boost in terms of competitiveness and
service innovation compared to its competitors.

The launch of the CIT (Check Image Truncation)
or the interbank project with which, at the sy-
stem level, the checks are to be managed digi-
tally, was postponed by ABI and the Bank of Italy



at the beginning of 2018. However, during the
current year, Nexi proceeded to prepare what
was necessary in terms of the processes and or-
ganizational controls necessary to manage the
proposed services in terms of both infrastructure
and settlement bank.

The Payments & ATM BU is proactively participa-
ting in the main domestic and European projects
on the evolution of payment systems, favored
and stimulated also by the approval of Legislative
Decree 15 December 2017 n. 218 implementing
EU Directive 2015/2366 of 25 November 2015,
on payment services for the internal market
(so-called PSD2).

In this context, Nexi participates in the task for-
ce set up by the European Central Bank - ERPB
and at the operational roundtables set up by the
Bank of Italy, EPC and ABI.

In the context of P2P payments, Nexi is active on
international / domestic work projects (EPC, ABI,
Berlin Group) for interoperability with other P2P
systems and is also evaluating further projects ai-
med at extending these payment functions.

The Payments & ATM BU, with a view to optimi-
zing and integrating the companies belonging
to the Group, participates proactively in the in-
terdisciplinary comparison aimed at defining
necessary synergies aimed at improving the
Group's offer.

In 2017, the Payments & ATM BU managed total
volumes of interbank transactions for approxi-
mately 1.5 billion transactions, including the in-
frastructure activities of payment systems and
inter-bank intermediation, and dealt with ap-
proximately 2.7 billion in applicative and informa-
tive transactions in the services of the Interbank
Corporate Banking segment. All the indicators
are up compared to the previous year.

In the Digital Corporate Banking sector, Nexi
manages approximately 260 thousand worksta-
tions, in line with the 2016 figure.

In the ATM sector, the number of devices mana-
ged by Nexi remained stable at around 9.2 thou-
sand units.

What was achieved in 2017 was influenced by a
complex context in which extraordinary events
took place, the overall effects of which will ma-
nifest in a structural manner over the 2018 finan-
cial year: among these, for example, mergers of
large client banks, the exit of important players,
in addition to other external events such as the
closure of the INPS Voucher, which involved the
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disposal of the service with a negative impact on
revenues of approximately € 2.5million.

Nevertheless, 2017 revenues amounted to € 1064
million, a value in line with the 2016 result.

Overall, the EBITDA of the Payments & ATM BU
increased compared to 2016 (€ 33.7 million in
2017, +231% compared to 2016).

Payment services

The volumes of the settlement services for SEPA
collection and payments, standardized, compe-
titive domestic and foreign, were around € 430
million and grew in 2016 by about 12% compared
to 2016. The most significant positive variance is
attributable to the Setif services and internatio-
nal card settlement.

The operating volumes of the Collection and
Payment Services carried out in a material nature
(Cheques, Bills, etc.) in 2017 amounted to around
80 million, a decrease of around 11%, consistent
with the market trend observed by interbank
statistics.

The Bankers drafts managed (issued and paid)
for the period in question were approximately 2.1
million, with a decrease of around 14.7% compa-
red to 2016.

The volumes of the collection and payment
transactions carried out on behalf of the large
Nexi and Public Administration clients increased
from around 76.5 million in 2016 to 78.6 million
with an overall increase of 3%. This result is parti-
cularly significant in light of the aforementioned
negative component produced by the disposal
of the INPS Voucher service.

Digital Corporate Banking

Revenues from Digital Corporate Banking servi-
ces achieved a substantially positive result, com-
pared to the articulated market scenario that
was created in 2017, as previously mentioned.

It is also worth mentioning that also, in 2017, Nexi
provided the CBI (Customer to Business Inte-
raction Consortium) with the IT services of the
CBI Network infrastructure.
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ATM

Managed ATM terminals totalled 9.2 thousand
units and the figure is stable compared to last
year, despite the rationalization of the branch
network by some client Banking Groups.

Approximately 70% of the Nexi ATM range is ma-
naged by providing clients with the Outsourcing
service. The main trends registered in 2017 in this
sector includes the so-called "Fleet light" servi-
ce, for which Nexi also provides the equipment
(+124% vs 2016).

Securities Services B.U.

In 2017, the services of the Securities Services Bu-
siness Unit (Depositary, Administration and Se-
curities Settlement, Fund Services, Investment
Services) provided to Banks, Brokers (SIM), Asset
Managers (SCR) and Funds recorded a marginal
reduction in assets under administration in re-
spect of an increase in brokerage volumes.

Operating income increased significantly to
Euro 71.0 million, of which Euro 8.3 million re-
ferable to the net interest income and Euro 211
million to the proceeds on securities.

In addition to strengthening the customer base
on the reference market, during the year the BU
Securities Services activities focused mainly on:

- expansion of the range of offers to clients
through the launch of new services (e.g. fund
accounting and transfer agent for AlFs, listing
of branded bonds of customers on Regulated
Markets and MTFs, etc.);

- development of new activities to complete the
existing services to be proposed in 2018 (e.g.
collateral management service for non-stan-
dardized OTC derivatives);

- implementation of the lines of the 2017-2021
Strategic Plan through the focus on the "tra-
ditional" chain of Securities Services and the
consequent rationalization of assets deemed
incompatible with the objectives of the plan.

Global Custody

Global Custody services, provided to more than
150 Institutional Clients, recorded a decline in
the administered portfolio in 2017 in respect of a
recovery in settlement services.

At the end of the year, the portfolio of securities
under custody and administration amounted to
approximately € 121.3 billion, of which 45% re-
presented by foreign securities, with a decrease
of 1.7% compared to the values of 2016. Analysis
of the portfolio confirms the switch in progress
between the foreign component, up by 8% and
the domestic component, down by 8.3%.

Recovery of the settlement activities continued
for transactions on Italian securities (+16.8%) whi-
le those on foreign markets remained substan-
tially stable (-0.3%). Overall, operating volumes
in this sector amounted to 390 million regula-
tions in 2017 (+12.3%).

Operations Services and
Depositary Bank
& Controls

The Depositary Bank & Controls Department
continued its growth also in 2017, reporting an
increase in assets under administration to ap-
proximately € 63.5 billion (+6.8% compared to
2016), thanks to the positive performance of the
markets and the progress of funding in the asset
management market, as well as numerous com-
mercial actions in the area of private equity and
real estate funds.

The client pension funds department in 2016 to-
talled 49 (+1 compared to 2016) with total assets
of approximately € 24.7 billion (+41%), confir-
ming Nexi's market leadership in this segment.

The assets referring to open-ended mutual
funds also increased, now equal to approxima-
tely € 34.2 billion (+7.8%) and closed-end mutual
funds, whose assets under management now is
around € 4.6 billion (+15.3%).

The total portfolio of administered funds now in-
cludes 154 mutual funds, 30 private equity funds
and 47 real estate funds.

The positive trend in client deposits also bene-
fited the Fund Administration activities, carried
out on a portfolio exceeding € 49 billion (+91%).



The Transfer Agent business managed more
than 2.35 million subscribers in 2017 (+5.8%). In
line with the Strategic Plan, the administrative
management of pension fund members was
identified as "non-core" compared to the tradi-
tional scope of the Securities Services and the-
refore it was decided to sell this business area to
a primary domestic operator with effect from
1January 2018.

Brokerage & Primary
Market

The strengthening of the macroeconomic sce-
nario in 2017 (recovery of the Eurozone suppor-
ted by the ECB's expansive policies, accelerated
spending on household consumption and di-
sposable income, growth in employment, rise
in consumer prices, etc.) have positively influen-
ced the performance of financial markets, both
in terms of prices and trading volumes.

The Brokerage & Primary Market Service was fa-
voured by the recovery in volumes and the to-
tal value of the securities traded, amounting to
€ 464 billion, grew by 204% compared to 2016.
The growth was particularly significant in the
fixed income sector (+25.6%) but important per-
formance also influenced domestic (+15.3%) and
foreign (+15.0%) equities.

The number of transactions executed exceeded
1.85 million orders overall, while the volume of
the lots relating to trading on derivatives excee-
ded 540 thousand units.

The market shares in the sub-funds managed by
Borsa Italiana (Mta, Mot, EftPlus) remained sub-
stantially stable.

Treasury department

During 2017, the European Central Bank con-
tinued the consolidation process of the inter-
national macroeconomic framework by con-
firming an accommodative monetary policy.
The initiatives taken by the ECB, accompanied
by a partial revision of the Quantitative Easing
program, guaranteed interbank rates reqularly
lower than 0% with a further contraction in the
volumes traded on unsecured requlated mar-
kets, keeping the vyields of European govern-
ment issues at historically low levels.
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As usual, the Treasury Department activity was
directed to reduce operational, credit and mar-
ket risks by adopting an operating strategy ai-
med at optimizing the management of proprie-
tary portfolios and the liquidity deriving from the
performance of the core activity.

Operations were mainly concentrated in the
Available for Sales and Loans & Receivables por-
tfolios. The activity on the Held for Trading seg-
ment was moderate, exclusively aimed at closing
forward foreign exchange transactions on behalf
of clients or for the management of liquidity in
foreign currency. In the Held to Maturity portfo-
lio, the positionis gradually decreasing as a result
of the natural maturities.

The Available for Sales securities portfolio, with
an average nominal value of approximately
€ 2,800 million, was mainly composed of
fixed-rate securities and, to a lesser extent, Trea-
sury Credit Certificates.

Purchases made during the year were aimed at in-
vesting liquidity on positive return levels and with
a medium-term time horizon (up to 5 years).

Positioning in national government issues was
also reqularly used for refinancing or brokera-
ge transactions on the Repo MMF market (for
around € 1,00 million daily average), on levels
more remunerative than the official ECB rate,
contributing to increase in the profitability of
the sector.

Liquidity surpluses, both in Euro and in other
currencies, were mainly managed within the
Loans & Receivables portfolio over a short-
term time horizon. The funding and investing
activities were carried out through deposits on
the inter-bank e-MID market, the MMF Repo
(brokered by Cassa di Compensazione e Garan-
zia) and over the counter up to a maximum of
three months.

At the same time, the provision of services to
the various Departments operating in the Group
continued on a reqular basis, in particular throu-
gh loans to the investee company operating in
the electronic money sector for around € 1,450
million per day and carrying out the ordinary fo-
rex brokerage activities on behalf of clients.
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Credit

The exposure to Credit Risk is characterized by
the peculiarity of the Parent Company as the
so-called "second-tier" bank, i.e. a bank whose
"core business" is represented by the offer of
services to the banking and financial system as
well as to primary corporate clients. essentially in
the sector of payment systems and administra-
tive services for depositary, administration and
securities settlement. It follows that the granting
of credit is strictly instrumental to the provision
of this type of service and does not constitute a
business purpose in its own right.

The credit risk measurement methodologies
adopted, and the related control process are
characterized by simplicity criteria due to the li-
mited number of exposures.

The guidelines for credit management are in any
case based on general principles of prudence,
correct and accurate management and com-
pliance with current legal and requlatory provi-
sions.

No transactions with derivative instruments
were used to hedge the credit risk.

The positions with lines of credit have, as coun-
terparty, 42% supervised intermediaries, 39%
Companies controlled orinvested in by Nexi Spa,
18% UCI and SIM and only 1% companies belon-
ging to the Corporate segment (almost exclu-
sively of instrumental credit lines connected to
the execution of collection instructions).
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The following table shows the main financial statements indicators for 2017:

NEXI - HIGHLIGHTS AND MAIN INDICATORS 31.12.2017 31.12.2016 VAR. %

Statement of financial position highlights (€'000)

Loans and receivables with customers 2,092,467 1,580,147 32.4%
Loans and receivables with banks 795,195 739,377 7.5%
Financial assets 2,644,672 3,323,522 -20.4%
Total assets 11,383,909 9,759,124 16.6%
Direct funding from customers 7,805,377 6,228,123 25.3%
Indirect funding from customers (assets under administration) 54,162,935 51,660,230 4.8%
Equity 2,033,282 2,049,805 -0.8%

Income statement highlights (€'000) (*)

Net interest income 52,238 44,065 18.5%
Net fee and commission income and revenue from services 151,492 148,655 1.9%
Operating income 299,196 271,298 10.3%
Personnel expense 82,777 74,081 1M.7%
Operating costs 153,978 149,678 29%
EBITDA 145,219 121,620 19.4%
Profit for the year 89,491 84,164 6.3%

Structural ratios (%)

Loans and receivables with customers / Total assets 18.4% 16.2%
Loans and receivables with banks / Total assets 7.0% 7.6%
Financial assets / Total assets 23.2% 341%
Direct funding from customers / Total assets 68.6% 63.8%
Indirect funding from customers / Total funding from customers 87.4% 89.2%

Profitability ratios (%)

Profit / (equity - profit) (ROE) 4.6% 4.3%
Net interest income / Operating income 17.5% 16.2%
Fee and commission income and revenue from services / Operating income 50.6% 54.8%
Operating costs / Operating income (Cost income ratio) 51.5% 55.2%

Credit risk ratios (%)
Net impaired loans and receivables with customers / Net loans and receivabls with
customers - -

Impairment losses on loans and receivables with customers / Gross impaired loans
and receivables with customers 81.3% 81.7%

Total net impaired assets / Equity - -

Productivity indices (€'000)

Average number of employees (FTE) 816 852 -4.2%
Operating income / Average number of employees 367 319 151%
EBITDA / Average number of employees 178 143 24.6%
Personnel expense / Average number of employees 101 87 16.6%

Capital ratios (%)

Own funds 1,635,895 1,632,442 0.2%
Risk-weighted assets 3,163,286 2,855,997 10.8%
CET 1 capital / Risk-weighted assets (CET1 capital ratio) 51.67% 57.0%
Tier 1 capital / Risk-weighted assets (Tier 1 capital ratio) 51.67% 57.0%
Total own funds / Risk-weighted assets (Total capital ratio) 51.72% 57.2%

(*) The economic data are noticed in the reclassified income statement included in the management report.
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Dear Shareholders,

The corporate events described above are reflected in the Balance Sheet and Profit & Loss Account
figures highlighted below.

Financial Statement Highlights

Statement of financial position

ASSETS

(millions of €) 31.12.2017 31.12.2016
Financial assets held for trading 17.4 13.2
Available-for-sale financial assets 2,627.2 3,310.3
Held-to-maturity investments 5.0 159
Loans and receivables with banks 795.2 7394
Loans and receivables with customers 2,092.5 1,580.1
Equity investments 1,794.7 1,611.4
Non-current assets 387.7 392.8
Other assets 3,664.2 2,096.0
Total assets 1,383.9 9,759.1
LIABILITIES

(millions of €) 31.12.2017 31.12.2016
Due to banks 1,093.9 1,00.2
Due to customers 7,805.4 6,228.1
Other liabilities 419.1 346.0
Post-employment benefits 8.1 n4
Provisions 241 23,6
Equity 1,943.8 1965.6
Profit for the Period 89.5 84.2
Total liabilities 1,383.9 9,759.1

00 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000es s0s0sssecscsssscscscscsoscse o

At December 2017, the bank has total assets of
€ 11,3839 million compared to € 97591 million at
the end of the previous year.

A glance at the various asset captions shows that:

o Financial assets held for trading amount to
€174 million against € 13.2 million at 31 Decem-
ber 2016;

o Available-for-sale financial assets come to
€ 2,6272 million compared to € 3,310.3 million
at the end of 2016, mainly consisting of gover-
nment bonds. The reduction is mainly due to
the redemption of certain bonds that reached
maturity;

o Held-to-maturity investments amount to
€ 5.0 million and includes bank’s bonds (31 De-
cember 2016: € 159 million). The reduction is
mainly due to the redemption of certain bonds
that reached maturity;

o Loans and receivables with banks amount to
€795.2 million compared to € 7394 million at the
previous reporting date;

eLoans and receivables with customers
amount to € 2,0925 million compared to
€1,5801 million at 31 December 2016. The incre-
ase is mainly due to the higher deposits and
joint accounts with customers;



¢ Equity investments amount to € 71,7947
million compared to € 1,614 million at 31 De-
cember 2016 million. The increase refers to the
purchase of shares of Bassilichi S.p.A. (100%
€1733 million) and Consorzio Triveneto S.p.A.
(€10.0 million);

e Non-current assets amount to € 3877 million
against € 392.8 million at 31 December 2016;

e Other assets of € 3,664.2 million (31 December
2016; € 2,096.0 million) include cash and cash
equivalents to € 3,243.2 million, tax assets to
€597 million, and other assets of € 361.3 million.
The increase mainly refers to the greater liqui-
dity deposited with central banks.

With respect to liabilities:

e Due to banks amounts to €1,0939 million com-
pared to €1,00.2 million at 31 December 2016;

e Due to customers comes to € 78054 mil-
lion against € 6,2281 million at the previous
year-end. The increase is mainly due to the
higher volume of funding from customers;
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o Other liabilities amount to € 4191 million
compared to € 346.0 million at 31 December
2016 and include financial liabilities held for tra-
ding of € 57 million, tax liabilities of € 28.8 mil-
lion and other liabilities of € 384.6 million. The
increase is attributable to the higher amounts
on open items at 31 December 2017, relating to
the execution of payment orders;

e Post-employment benefits amount to
€ 81 million compared to the € 114 million
at the previous year-end; the decrease is
mainly due to reduction of personnel fol-
lowing the corporate restructuring;

e Provisions amount to € 241 million (31 De-
cember 2016: € 23.6 million);

e Equity totals € 1,943.8 million compared to
€ 19656 million at the previous year-end.
The variation is a result of the distribution of
the reserve for € 19.8 million and the decre-
ase in the fair value reserve for € 2.0 million.

In the table below are represented own funds
and ratios at December 2017,

NEXI S.P.A. - COMPANY REGULATORY CAPITAL RATIOS

(€/000)

..............................................................

Common Equity Tier1(CET 1)
Total own funds

Credit and counterparty risk
Market risk

Operational risk

..............................................................

Total prudential requirements
Risk-weighted assets (RWA)
CET 1ratio

Total capital ratio

..............................................................

Income statement

31.12.2017 31.12.2016
s s
1,635,895 1,632,442
204,510 182,433
1,413 805
.......................... A0 28
253,063 228,480
3,163,286 2,855,997
51.67% 57.03%

51.72% 57.16%

........................................................... .

The December 2017 figures are compared to same period last year in the following table.
Nexi reported an EBITDA of € 145.219 million compared to € 121.620 million at 31 December 2016
(+19.4%) and a profit of € 89491 million (2016: € 84.164 million).
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NEXI - INCOME STATEMENT

YTD December, 31 (€/000)

.............................................................................

Net fee and commission income

Net interest income

Net trading/hedging income
Dividends from equity investments and AFS
Operating revenue

Payroll and related costs

Production costs

ICT costs

General expenses

Administrative expenses

Other net operating expenses/income
Net accruals for risk and charge
Operating costs (net of DA)

EBITDA

Depreciation and amortization
Depr.&Amort. (customer contract)
Share of gains/losses of investees

Non recurring/extraordinary items

Income taxes

Net profit

2017 2016 VAR.%
............. 151492..148655 19%
52,238 44,065 18.5%
5,300 4,236 251%
90,167 74,342 21.3%
299,196 271,298 10.3%
-82,777 -74,081 N.7%
-15,287 16,406 -6.8%
-55,345 -57,529 -3.8%
-23,168 -23,400 -1.0%
-176,576 -171,415 3.0%
22,825 22,862 -0.2%
-226 1,125
-153,978 149,678 29%
145,219 121,620 19.4%
-9,038 -7,685 17.6%
-9,684 -9,684 -
22,460 -415 n.a.
-74,437 -40,923 n.a.
14,971 21,251 -29.6%
89,491 84,164 6.3%

........................................................................................................................................................

With respect to the operating revenue:

o Net fee and commission income and reve-
nue from services amount to € 151492 million,
up on the same period of previous year figure of
€148.655 million (+19%);

o Net interest income come to € 52.238 million
for december 2017 increased from € 44.065 mil-
lion for december 2016 (+18.5%);

o Net trading/hedging income amounts to po-
sitive € 5300 million against to € 4.236 million on
same period last year (+251%);

e Dividends from equity investments and
AFS amounts to € 90167 million against to
€74.342 million on same period last year (+21.3%).

With respect to the Operating costs:

o Payroll and related costs amounts to € 82777
million compared to € 74.081 million for 2016
(+11.7%);

e Production costs come to € 15.287 million
against to € 16406 million at the same period
of last year (-6.8%);

¢ ICT costs amounts to € 55345 million compa-
red to € 57529 million at december 2016 (-3.8%);

o General expenses amount to € 23168 million
decreased from € 23400 million of the same pe-
riod of last year (-1.0%);

o Other operating income, net amounts to
€22.825 million compared to € 22.862 million at
the same date of 2016 (-0.2%);

o Net accruals for risk and charge amounts to
negative € 0.226 million compared to €1125 mil-
lion at december 2016.

Operating costs thus come to € 153978 million
compared to € 149678 million for the same pe-
riod of last year (+29%).

EBITDA thus come to € 145219 million compa-
red to € 121.620 million for 2016 (+194%).

Depreciation and amortization amounts to
€ 9038 million compared to € 7685 million for
2016 (+17.6%).



Amortisation of depository services custo-
mer contracts amounts to € 9.684 million (2016:
€ 9684 million).

Share of gains of investees amount to positive
€ 22460 million and are referred to the sale of
the “TAPF” business unit and the sale of shares in
the “Fondo Italiano di Investimento” classified in
the AFS portfolio.

The following other negative non-recurring
components amount to € 74437 million inclu-
ding:

e cost for the Group's transformation/evolution
€16130 million;

e losses of investees of € 3.899 million;

e incentive for voluntary redundancy and Solidari-
ty Fund € 53489 million;

e Other negative items € 0919 million.

These components led to a pre-tax profit of
€74.520 million which netting to positive income
taxes for €14.971 million led to a profit for the pe-
riod of € 89491 million.

Joint document of bank
of Italy/Isvap no. 4

of 3 March 2010 - and.

2 of 6 February 2009

Information is provided below on the business
continuity of the Parent Company as well as on
financial risks, impairment tests of assets and un-
certainties in the use of estimates.

Business continuity

Considering the following indicators pertaining
to the Parent Company:

Financial indicators

o No situation involving a capital deficit or net ne-
gative working capital;

e No loans with fixed or upcoming expiration
dates without positive prospects of renewal or
reimbursement; there is not an excessive de-
pendency on short-term loans to finance long-
term activities;
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e No indications of cessation of financial support
from financing entities and other creditors;

e No past or pro-forma financial statements re-
porting negative cash flows;

e Primary economic-financial indices are not ne-
gative;

e No significant operational losses or significant
impairments of assets generating cash flows;

e No omission or discontinuity in the distribution
of dividends;

e Capacity to pay debts on expiration dates exists;

e Capacity to comply with the contractual clauses
of loans exist.

Management indicators

e No situation involving a capital deficit or net ne-
gative working capital;

e No loans with fixed or upcoming expiration
dates without positive prospects of renewal or
reimbursement;

e No excessive dependency on short-term loans
to finance long-term activities.

Other indicators

e No share capital decreases below legal limits or
which were not in compliance with other legal
norms;

o No legal and fiscal disputes which, in the case of
a loss, could result in obligations of reimburse-
ment that the companies of the Group are not
capable of respecting;

e No legislative changes or government policies
which could result in unfavourable effects to the
companies of the Group.

The Directors confirm the reasonable expecta-
tions that the Group will continue its operations
inthe near future of at least 12 month and that, as
aresult, the financial statements for the year 2017
have been drafted from the perspective of bu-
siness continuity. As a result, they have not no-
ticed symptoms within the assets and financial
structure and in the operational situation trends
that could constitute cause for uncertainty busi-
ness continuity.
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Impairment of assets

It should be noted that the Explanatory Notes re-
port the information requested by the joint do-
cument in relation to the process of evaluation
of the assets subject to a potential impairment
(impairment test) and relative to base assump-
tions, methodologies and utilized parameters.

In addition, and in relation to disclosure, the
Explanatory Notes again report fundamental in-
formation on the following elements:

e Definition of cash generating units (CGU);
e Allocation of goodwill to each CCU;

o lllustration of the criterion used to estimate the
recoverable value when the latter is based on
value in use;

o lllustration of the criterion used to estimate the
recoverable value when the latter is based on
the fair value;

e Description of the sensitivity analysis of the im-
pairment test results with respect to changes in
the underlying assumptions;

e Remarks on the potential presence of external
indicators of impairment and in the absence of
write-downs of assets following the impairment
procedure.

Information on financial risks

Information on the nature and extent of financial
risks to which Nexi is exposed is provided below.

Credit risk

Nexiis a so-called “second level” bank; lending is
not the primary business objective but is instru-
mental and closely connected to the provision
of products/services and specific treasury activi-
ties (managed through the granting of operatio-
nal limits) as well as those of the Securities Servi-
ces B.U. (mostly managed through the granting
of overdraft credit lines within bank accounts).

The methods for measuring credit risk adopted
and the relative control process are of a stream-
lined and simple nature because of the limited
amount of credit exposure. Specific organizatio-
nal norms for loans and periodical reviews of the
latter have been adopted: these positions are
examined by the Credit Committee and autho-
rized by the Board of Directors.

Market risk

The market risk to which Nexi is exposed is ex-
tremely low given that the securities portfolio
is almost entirely related to the "banking book"
(AFS and HTM portfolios), and thereby does not
generate market risk. The HFT portfolio relative
to the "trading book" only contains the securities
relative to Market Making services (for which the
value limit and VaR remain very low) and Financial
Brokerage (for which the end of day position is
closed, without prejudice to positions of the error
account).

Even exposure to exchange rate risk is very low
given that every transaction in foreign currency
which generates a position exposed to exchan-
ge rate risk is typically "hedged" by executing an
offsetting operation on the market; the main-
tenance of positions subject to exchange rate
risk is permitted only within certain limits (always
extensively complied with) of maximum total
exposure for each currency and VaR.

Liquidity risk and cash flow
fluctuation risks

The core activities of Nexi typically contribute
towards generating liquidity on demand. During
the vear, the liquidity is primarily used to finance
the requirements of the Companies of the Group
which issue e-money services (Nexi Payments
first of all).

Liquidity needs are satisfied by recourse to the
interbank deposits market of repurchase agree-
ments and through the use of part of the secu-
rities present within the portfolio by using opera-
tions with a duration of less than a month.

The Securities Portfolio is characterized by the
presence of government securities and (to a re-
sidual extent) bank bonds that are primarily utili-
zed as guarantees to hold in order to operate on
clearing systems and to proceed with the market
collection of repurchase agreements.

Any potential liquidity is utilized within interbank
deposits or repurchase agreements with a dura-
tion of not more than three months. The structu-
re of the cash flows used with different maturities
and amounts allows for the limitation of liquidity
risk with a balanced return of current positions.

Supervisory reports of the liquidity indicator - Ba-
sel 3 LCR, provided on a monthly basis - highli-
ghted a constant compliance with the regulatory
limit proposed for normal operations (> 100%).



Interest rate risk

Interest rate risk, managed in a centralized man-
ner by Nexi for the entire banking Group, is not
negligible due to the temporal mismatch betwe-
en assets and liabilities. In particular, risk-wei-
ghted assets — of which the relevant ones include
securities present in the banking book (AFS and
HTM portfolio), mostly with fixed rates althou-
gh with rather close maturities (almost all within
five years) — are more prevalent than weighted
liabilities amongst which the greatest incidence
pertains to balances of negative bank accounts.
During the vear, risk monitoring reported a sli-
ght increase, primarily due to the increase in the
duration of the securities portfolio as a result of
the replacement of expiring securities with fixed
rate securities with a duration between three and
five years, and despite constant compliance with
thresholds established by internal and requlatory
norms.

2018 economic and financial trends are expected
to be in line with 2017

Significant events after
the end of the year

Significant events after 2017 year-end have been
reported in the relevant section of the Report on
Group’s operations.

Other information

It is noted that Nexi is not subject to management
and coordination by another company or body, in
accordance with the provisions of articles 2497-sex-
ties and 2497-septies of the Italian Civil Code.

It is noted that Nexi did not undertake any rese-
arch and development activities in 2017

In the respective sections of its website
(www.nexi.it), Nexi has published, with the 2017
Financial Statements, “State by state information
to the public’, and “Information for the public
from entities in compliance with (EU) Regulation
575/2013”, as set forth in Circular 285, and subse-
quent amendments, published by Bank of Italy
on 17 December 2013.

It is pointed out that the gender quota on the
Nexi Board of Directors is ensured in accordance
with Art. 15 paragraph 1 of the Articles of Asso-
ciation and the applicable regulatory provisions.
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Treasury shares

It is noted that there was no treasury share tra-
ding activity during the period.

Consequently, the Nexi portfolio currently has
75]91 treasury shares with a par value of Euro

3.00 each, with a non-distributable reserve of
Euro 32,196.

Registered office

Corso Sempione, 55 - Milano.

Secondary offices

Via Livraghi Giovanni, 16 - Milano
Via Chianesi Elio, 10 D - Roma
Via Rossa G., 10 - Anzola dell'Emilia (BO)

Profit allocation
for the year

Dear Shareholders,

the financial statements presented for your exa-
mination and approval show a profit for the year
of € 89490,653.

We propose that a dividend of € 2.679 be distri-
buted for each of the 14,185,790 shares:

- extraordinary reserve
- dividend

€ 51,486,922
€38,003,731

......................................................... .

Milan, 21 March 2018

BOARD OF DIRECTORS
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Financial statements
as at 31 December 2017

BALANCE SHEET
(Euro)

ASSETS 31.12.2017 31.12.2016
1oc35handcashequwa|ents3,243,241,3621,798,761,333
20. Financial assets held for trading 17,424,426 13,192,948
40. Available-for-sale financial assets 2,627,247,157 3,310,329,090
50. Held-to-maturity investments 4,965,824 15,933,025
60. Loans and receivables with banks 795,195,183 739,377,342
70. Loans and receivables with customers 2,092,466,875 1,580,146,508
100. Equity investments 1,794,701,021 1,611,378,764
110. Property, equipment and investment property 77,977,517 79,420,818
120. Intangible assets 309,709,770 313,380,402

goodwill 246,663,237 246,663,237
130. Tax assets 59,675,927 57,040,754
a) current 24,428,522 22,494,731
b) deferred 35,247,405 34,546,023
including convertible into tax assets (Law no. 214/2011) 28,894,268 27,901,043
150. Other assets 361,304,136 240,162,964
Total assets 11,383,909,198 9,759,123,998
LIABILITIES 31.12.2017 31.12.2016
1opuetobanks1,093,916,4351,100,206,5(,0
20. Due to customers 7,805,377,315 6,228,122,934
40. Financial liabilities held for trading 5,670,706 8,066,965
80. Tax liabilities 28,815,621 30,312,954
a) current - -
b) deferred 28,815,621 30,312,954
100. Other liabilities 384,627,736 307,625,558
10. Post-employment benefits 8,069,721 11,422,388
120.  Provisions for risks and charges 24,148,422 23,560,710
a) pension and similar obligations 874,782 940,187
b) other provisions 23,273,640 22,620,523
130. Valuation reserves 60,530,628 62,562,177
160. Reserves 1,692,494,565 1,712,312,679
170. Share premium 148,242,172 148,242,172
180. Share capital 42,557,370 42,557,370
190.  Treasury shares (-) -32,196 -32,196
200. Profit for the period (+/-) 89,490,653 84,163,727

Total liabilities and equity 11,383,909,198 9,759,123,998

000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 s0scscscsssesesssecnsssnsns o
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2016

54,890,194
-10,875,612
44,014,582
133,448,191
-34,035,511
99,412,680
95,965,672
4,232,046

243,624,980
-2,212,077
-2,212,077

241,412,903

-210,167,630
-87,167,981

122,999,649

1,518,753

-2,216,596
-15,152,774
72,590,499
-156,465,254
-22,034,742
25
62,912,932
21,250,795
84,163,727

INCOME STATEMENT
(Euro)
2017
10|nterestands|m||a.-|ncome 62260,02;..
20. Interest and similar expense -16,871,306
30. Net interest income 52,388,717
40. Fee and commission income 130,439,102
50. Fee and commission expense -29,875,491
60. Net fee and commission income 100,563,611
70. Dividends and similar income 91,384,932
80. Net trading income 5,283,755
100. Net profit on sale or repurchase of: 7,011,474
b) available-for-sale financial assets 7,011,474
120. Total income 256,632,489
130. Net impairment losses on: -3,899,087
b) available-for-sale financial assets -3,899,087
140. Net financial income 252,733,402
150. Administrative expenses: -248,061,637
a) personnel expense 137,185,381
b) other administrative expenses -110,876,256
160. Net accruals to provisions for risks and charges -1,418,018
Depreciation and net impairment losses on property,
170. equipment and investment property -2,333,133
180. Amortisation and net impairment losses on intangible assets -16,388,885
190. Other operating income, net 75,405,707
200. Operating costs -192,795,966
210. Share of profits (losses) of investees 14,590,000
240. Net gains (losses) on sales of investments -7,330
250. Pre-tax profit from continuing operations 74,520,106
260. Income taxes 14,970,547
270. Post-tax profit from continuing operations 89,490,653
290. Profit for the period 89,490,653

84,163,727

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000esssssssscscsscsscscscsessssse
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STATEMENT OF COMPREHENSIVE INCOME

(Euro)

CAPTIONS 2017 2016

10. Profit for the year 89,490,653 84,163,727
Items, net of tax, that will not be reclassified subsequently to profit or loss

40. Defined benefit plans 70,575 328,638
Items, net of tax, that will be reclassified subsequently to profit or loss

100. Available-for-sale financial assets (2,02,124) (6,786,353)

130. Other comprehensive expense (2,031,549) (6,457,715)

140. Comprehensive income (captions 10 +130) 87,459,104 77,706,012

000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 s0scscscsssesesssecnsssnsns o
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STATEMENT OF CHANGES IN EQUITY FOR 31 DICEMBER 2016

(€000)
ALLOCATION
OF PRIOR
YEAR PROFIT
CHANGES FOR THE YEAR
o
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Share capital:
a) ordinary shares 42 557 42 557 42 557
b) other shares - -
Share premium 148,242 148,242 148,242
Reserves:
a) income-related 477165 477165 28117 1,252,417 1,701,465
b) other 10,848 10,848 10,848
Valuation
reserves 69,020 69,020 -6,458 62,562
Equity instruments - -
Treasury shares 32 32 32
Profit for the year 62,246 62,246 -62,246 84,164 84,164
Equity 810,046 810,046 -90,363 1,252,417 77,706 2,049,806
STATEMENT OF CHANGES IN EQUITY FOR 31 DECEMBER 2017
(€000)
ALLOCATION
OF PRIOR
YEAR PROFIT
eeeeccesccccccnce CHANGESFORTHEYEAR
-3
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Share capital:
a) ordinary shares 42 557 42 557 42 557
b) other shares - -
Share premium 148,242 148,242 148,242
Reserves:
a) income-related 1,701,465 1,701,465 -19,818 1,681,647
b) other 10,848 10,848 10,848
Valuation reserves 62,562 62,562 -2,032 60,530
Equity instruments - -
Treasury shares -2 -2 -2
Profit for the year 84,164 84,164 -84,164 89491 89,491

Equity 2,049,806 2,049,806 -103,982 - 87459 2,033,283

0000000000000 00000000000000000000000000000000000000060000060000000000000000 0000800000000 0000000000000000000000000000000000000000000000sscscscsssssscscsesse
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STATEMENT OF CASH FLOWS: INDIRECT METHOD

(€000)

O R AT N G A T TS e eetreeereeeereeeereeesreesssseesssseessssasennssnessnnsss s HRIPON L rree S12:2016
1. Operations 39.840 -10.665
- profit for the year (+/-) 89,491 84,164
- net gains (losses) on financial assets held for trading and financial assets/liabilities at

fair value through profit or loss (-/+) 106 37
- hedging gains/losses (-/+) - -
- net impairment losses (+/-) 3,899 2,212
- net impairment losses on property, equipment and investment property

and intangible assets (+/-) 18,722 17,369
- net accruals to provisions for risks and charges and other costs/revenue (+/-) 1,418 1,519
- unpaid taxes and duties (+) -14,971 -21,251
- net impairment losses on disposal groups, net of the tax effect (+/-) - -
- other adjustments (+/-) -58,826 -94,716
2. Cash flows generated by financial assets -27,093 341,590
- financial assets held for trading -4,338 5,509
- available-for-sale financial assets 630,052 -615,642
- loans and receivables with banks: on demand -55,818 66,075
- loans and receivables with banks: other - -
- loans and receivables with customers -512,320 864,537
- other assets -84,669 21,1
3. Cash flows used by financial liabilities 1,654,170 1,382,387
- due to banks: on demand -6,290 78,706
- due to banks: other - -
- due to customers 1,577,254 1,705,051
- securities issued - -
- financial liabilities held for trading -2,396 3,160
- financial liabilities at fair value through profit or loss - -
- other liabilities 85,602 -404,531

Net cash flovys generated by (used in) operating activities 1,666,916 1,713,311

cecesecscccscccses ecescccse “ecses 0000000000000 000000000000000000000000000000000000000000000000000000000000000 s0000csscsscscscsscscssscsnses

BAINE SN G TS
1. Cash flows generated by

0000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000 s0000sssscssssscscscscseses

- sales of equity investments 16,400 -
- dividends from equity investments 91,385 95,966
- sales/repayments of HTM investments 11,000 16,000
- sales of property, equipment and investment property 216 -

- sales of intangible assets - -

- sales of business units - _

2. Cash flows used to

- equity investments -222,726 -25,304
- HTM investments - -
- property, equipment and investment property -970 -614,52
- intangible assets -13,759 -13,516

- business units - -

Net cash flgyy.s._gsp.g[g.tﬁgl.pxj.qygs:gi.q.g_ activities -118,454 72,531

O
cecesecssecse 0 0000000000000000000000000000000000000000000000000000000000000000000000000000s s000srsssssssssssssscssscse

C. FINANCING ACTIVITIES

- issue/repurchase of treasury shares
- issue/purchase of equity instruments
- dividend and other distributions -103,982 -9,448

Net cash flows used in ﬁnancip.g.gctivities -103,982 -9,448

eecesecssecscccssecssecscscscsesesns 00 0000000000000000000000000000000000000000000000000000000000000000000000000000soses sososesssssssssssssscsssscse

NET CASH FLOWS FOR THE YEAR 1,444,480 1,776,395

00 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 s0scscscscsesesssecnsnsnsns o
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RECONCILIATION

(€000)

FINANCIAL STATEMENTS CAPTIONS 31.12.2017 31.12.2016

secsececcsecne 0000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000resessssssosssscscscscsesesese

Opening cash and cash equivalents 1,798,761 22,366
Net cash flows for the year 1,444,480 1,776,395

Cash and cash equivalents: effect of changes in exchange rates

Closing cash and cash equivalents 3,243,241 1,798,761

0 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000esssssssscscsscsscccsosesessse

KEY:
(+) generated
(-) used
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Explanatory note

Part A - Accounting policies

A.1- GENERAL PART

SECTION 1 - Statement of compliance

Pursuant to Regulation (EC) no. 1606 of 19 July 2002, Nexi (the bank) has prepared these separate financial statements as at and
for the year ended 31 December 2017 in compliance with the International Financial Reporting Standards (IFRS) issued by the
International Accounting Standards Board (IASB) and endorsed by the European Commission. They were introduced into Italian
law with Legislative decree no. 38/2005.

The bank applied the IFRS enacted at 31 December 2017 and Bank of Italy’s instructions about financial statements issued in its
Measure of 22 December 2005, the related Circular no. 262 and subsequent amendments, pursuant to Art 43 Legislative Decree
No. 136/2015.

It did not make any departures from the IFRS.

SECTION 2 - Basis of presentation

The separate financial statements at 31 December 2017 comprise a statement of financial position, an income statement, a state-
ment of comprehensive income, a statement of changes in equity, a statement of cash flows and these notes. They are accompa-
nied by a directors’ report which comments on the bank’s performance, its results of operations and financial position.

The bank’s presentation currency is the Euro and the amounts shown in the separate financial statements and these notes are
in thousands of Euros.

The bank has applied the recognition and measurement criteria established by the IFRS endorsed by the European Commission
and the general assumptions in the Framework for the preparation and presentation of financial statements issued by the I1ASB.

The following paragraphs illustrate the amendments made to several accounting standards issued by the IASB and validated by
the European Commission, which were applicable on a mandatory basis from FY 2017:

e Regulation (EU) no. 1989 of @ November 2017 -“Recognition of Deferred Tax Assets for Unrealised Losses (Amendments to 1AS 12)”
amends IAS 12 Income Taxes to address diversity in practice around the recognition of a deferred tax asset that is related to a debt
instrument measured at fair value that has arisen because of uncertainty about the application of some of the principles in IAS 12.

e Regulation (EU) no. 1990/2017 of 9 November 2017 “Disclosure Initiative (Amendments to I1AS 7)” amends IAS 7 Statement of Cash
Flows to clarify that entities shall provide disclosures that enable users of financial statements to evaluate changes in liabilities
arising from financing activities.

e Regulation (EU) no. 2018/182 of 7 February 2018 “Annual Improvements to IFRS Standards 2014-2016 Cycle”, amends IFRS 1 First-ti-
me adoption of IFRS, IFRS 12 Disclosure of investments in other entities and IAS 28 Investments in associates and joint ventures.
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Regarding to the amendment of IAS 28, the IASB clarified that the election to measure at fair value through profit or loss an in-
vestment in an associate or a joint venture that is held by an entity that is a venture capital organisation, or other qualifying entity,
is available for each investment in an associate or joint venture on an investment-by-investment basis, upon initial recognition.

The application of the above-illustrated amendments did not have any significant impact on the Financial Statements.

The following table shows the new standards or amendments with the related endorsement regulations. Their application is
mandatory from 1January 2018 (for entities whose reporting period is the calendar year) or subsequently.

ENDORSEMENT
REGULATION NAME STANDARD/INTERPRETATION YEAR OF APPLICATION
2016/2067 IFRS 9 Financial Instruments 2018
2017/1988 Amendments to IFRS 4 Applying IFRS 9 Financial Instruments with IFRS 2018
4 Insurance Contracts
2016/1905 IFRS 15 Revenue from contracts with customers 2018
2017/1987 Clarifications to IFRS 15 Clarifications to IFRS 15 Revenue from 2018
Contracts with Customers
2017/1986 IFRS 16 Leases 2019
2018/182 Annual Improvements to Amendments to IFRS 1 First-time Adoption of 2018 (for the IFRS 1
IFRS Standards 2014-2016 International Financial Reporting Standards, and IAS 28 amendments)
Cycle IFRS 12 Disclosure of Interests in Other Entities,
IAS 28 Investments in Associates and Joint
Ventures

0 000000000000000000000000000000 000000000000000000000000000000000 6000000000000000000000000000000000000000000000000000000000000ssesessesesnsscsssosscscsnse

In particular, for the classification and measurement of debt financial instruments, the analysis highlighted the following:

- Business Model: the Business Models have been defined and approved by the Board of Directors and the internal accounting
policy have been updated. We also proceeded to allocate the financial instruments in the Defined Business Model Portfolio; in
particular, the trading and the loan portfolios will not change and will be allocated respectively in the IFRS 9 "Other” and "Held
to collect” (HTC) portfolios. The portfolio of debt instruments classified in the 1AS 39 portfolio of instruments available for sale
will be allocated in the business model "Held to collect or sale” (HTCS).

- SPPI (Sole payment of Principal and Interest) test: the internal accounting policy has been updated and a market solution has been
purchased to perform the SPPI test for security. Furthermore, an analysis was carried out on the current stock of financial assets classi-
fied in the HTC and HTCS portfolios, which showed that some instruments classified in the HTCS portfolio didn't passed the SPPI test.
Since under IAS 39 standard these instruments are classified in the Available For Sale portfolio, the transition to the new IFRS9 standard
needs to reclassify the difference between fair value and carrying amount as at 31 December 2017, from the Valuation Reserve to “Re-
tained Earnings”, without any impact on the total Net Equity. The subsequent variations will be recognized to profit &loss.

With reference to the classification of the equity instruments in the portfolio, we have highlighted the following:

- Instruments held for trading purposes: there are no impacts because these instruments are already measured at fair value
through the income statement for I1AS 39 purposes.

- Capital instruments other than the previous: for these instruments, classified in the portfolio of instruments available for sale
for IAS 39 purposes, the decision taken by the Bank to use the option envisaged by IFRS 9 that allows the measurement of these
instruments at fair value against Shareholders' equity and does not generate any impact on the Bank's net equity. The treat-
ment mentioned before need to reclassify the accumulated losses on the portfolio’ instruments from the Retained Earnings
to the Valuation Reserve.

Regarding to the Impairment rules, a simulation was carried out over to the portfolio at 31 December 2017 The simulation shows
that there are very limited impacts because the Bank's loan portfolio mainly consists of current account related to the services
provided by the Bank, short term loans related to the e-money services, that are almost fully guaranteed by the bank partners,
and by the short-term trade receivable. No substantial differences were found between the valuation model with Probability of
Default to 1year (for loans classified in stage 1) and with probability of default life time (for loans classified in stage 2). The model
in use is already based on the probability of default to 1year and the changes aforementioned did not generate impacts.

The analyses carried out with reference to the inclusion of looking forward variables have shown the absence of significant im-
pacts, considering the characteristics of the loan portfolio and the low amount of the provision recorded for performing loans
by the Bank.
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The changes relating to the accounting treatment of “own credit risk” will not have any impact because this case is not present
in the individual financial statements of Nexi.

With reference to IFRS 15, Nexi Group decided to apply the prospective implementation with cumulative effect. Consequently,
the transition date to the new standard is 1January 2018. The impacts have been determined with reference only to the contracts
that have not been completed as the date of first implementation.

The analysis conducted with reference to January 1, 2018, highlighted the following:

- Identification of contracts with customers: no significant impacts were identified.

- Contracts with multiple performance obligations: Performance obligations, in the majority of cases refer to routinary or recur-
ring services. For this reason it’s applicable the exception envisaged by IFRS 15 that consider the individual contractual obliga-
tions, such as a single performance obligation. The only impact relates to up front fee that under IFRSIS should be included in
the total consideration of the service provided and the revenues from software selling are considered as a transfer of right of
access that should be recognized straight line basis in relation to the useful life of the underlying contracts. The change in ac-
counting treatment requires to reverse from Retained Earnings as at 1January 2018 revenues and costs that for IFRS 15 purposes
are attributable to subsequent financial years.

- Determination of the transaction price: The Group has analysed the potential impact arising from “variable consideration”.

In particular existing contracts in some limited cases, include bucket considerations or periodic adjustments according to the

volumes billed for services. The frequency of accounting of the adjustments does not exceed the solar year. Therefore, this va-

riable consideration does not affect the annual financial statements of Nexi.

- Allocation of the transaction price to the performance obligations: The contracts including more performance obligations
generally refer to recurring services, for which, there is not the application of significant rebates and consequently there are
no significant impacts.

- Revenue recognition: There are no significant impacts due to the nature of Nexi revenues.

Following the summary of the estimates up to date relating to the impacts on the Net Equity of Nexi as at 31 December 2017 due
to the application of the accounting standards applicable from 1January 2018.

ESTIMATED ESTIMATED ESTIMATED

ermillion ASREPORTED AT31 pp i icon s UETo  ADJUSTMENRS DUE  ADJUSTED OPENING
DECEMBER 2017 ADOPTION OF IFRS 9 TO ADOPTION OF BALANCE AT 1

IFRS 15 JANUARY 2018

Valuation Reserves 60.5 (1.2) 0.0 59.3

Retained Earnings 1,692.5 1.2 @0 1,691.6

Shareholders Equity

NCI 0.0 0.0 0.0 0.0
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With reference to IFRS16, the project had been started at the end of 2017 and will continue in 2018.

The bank applies the measurement criteria assuming that it will continue as a going concern and in accordance with the princi-
ples of accruals, materiality and significance of the financial data and the principle of substance oer form.

The separate financial statements and the notes present corresponding prior year figures.

The directors’ report and these notes include all the information required by the IFRS, the law and Bank of Italy, as well as addi-
tional disclosures which are not mandatory but are deemed useful to give a true and fair view of the bank’s separate financial
statements.

Basis of presentation of the separate financial statements

Statement of financial position, income statement and statement of comprehensive income

They comprise captions, subcaptions and additional information. Revenue is shown without a plus sign while costs are shown
with a minus sign in the income statement.
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Statement of changes in equity

This statement shows changes in equity during the year split between share capital, equity-related reserves, income-related
reserves, valuation reserves and the profit (loss) for the year. Treasury shares are offset against equity. The bank has not issued
equity instruments other than ordinary shares.

Statement of cash flows
The statement of cash flows for the year and the previous year has been prepared using the indirect method, whereby cash flows
from operations are the profit for the year adjusted by the effects of non-monetary transactions.

Cash flows are split between those from operating, investing and financing activities.

Cash flows generated during the reporting period are indicated without a plus sign while those used during the reporting period
are shown with a minus sign.

Basis of presentation of the notes
These notes include the information required by Bank of Italy’s Circular no. 262/2005 and the additional information required

by the IFRS.

The accounting policies described below have been adopted to disclose all the information in the separate financial statements.

SECTION 3 - Events after the reporting period

No events took place after the reporting date that would have had a significant effect on the bank’s financial position, results of
operations or cash flows or that would have required adjustments to the financial statements captions.

SECTION 4 - Other aspects

There is no other information that needs to be disclosed, including with respect to the Bank of Italy/Consob/IVASS document
no. 6 of 8 March 2013.
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A.2 - KEY FINANCIAL STATEMENTS CAPTIONS AT 31 DECEMBER 2017

1- Financial assets held for trading

Classification:
A financial asset is classified as held for trading if it is:

e acquired principally for the purpose of selling it in the near term;

e part of a portfolio of identified financial instruments that are managed together and for which there is evidence of a recent
actual pattern of short-term profit-taking;

e a derivative (except for a derivative that is an effective hedging instrument).

Derivatives are recognised under assets when they have a positive fair value and under liabilities when they have a negative fair
value.

Recognition

Debt and equity instruments are recognised at their settlement date while derivatives are recognised at their trading date.
Financial assets held for trading are initially recognised at fair value, which is usually the transaction price, net of any directly
attributable transaction costs.

Measurement

After initial recognition, financial assets held for trading are measured at fair value. Any resulting fair value gains or losses are
recognised in caption 80 “Trading income (expense)” of the income statement. Interest accrued on these assets is recognised
in caption 10 of the income statement “Interest and similar income”, although interest and/or other income and expense on
trading derivatives are recognised in caption 80 “Trading income (expense)” of the income statement.

Section 17 - Other information provides information on the calculation of fair value of listed financial instruments. Equity in-
struments and derivatives hedging equity instruments are maintained at cost when it is not possible to calculate their fair value
reliably.

Derecognition
Financial assets or parts of financial assets are decognised when the contractual rights to cash flows expire or are transferred,
transferring substantially all the related risks and rewards.

2 - Available-for-sale financial assets

Classification
This category includes non-derivative financial assets that are not classified as loans and receivables, financial assets held for
trading, held-to-maturity investments or financial assets at fair value through profit or loss.

Recognition
They are initially recognised at the settlement date and measured at fair value, which includes the directly related transaction
costs.

Measurement

AFS financial assets are subsequently measured at fair value with recognition of amortised cost in profit or loss and the fair value
gains or losses in a specific equity reserve until the asset is derecognised or an impairment loss is recognised. Gains or losses re-
cognised in equity are reclassified to profit or loss when the asset is sold. The interest coming from the application of amortized
cost are accounted to profit & loss.

Realised gains or losses are recognised in caption 100 “Net profit (loss) on sale or repurchase” of the income statement.

Fair value is calculated using the same criteria applied to financial assets held for trading.

Equity instruments included in this category and derivatives hedging equity instruments are maintained at cost when it is not
possible to calculate their fair value reliably.
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The bank tests its assets for impairment at each reporting date. When there is a significant or prolonged decline in fair value,
Nexi recognises it in profit or loss as the difference between the asset’s carrying amount (acquisition cost net of impairment
losses already recognised in profit or loss) and fair value. Fair value losses are significant when they exceed 20% of the cost and
prolonged if they have existed for over nine months.

If the fair value of a debt instrument increases in a subsequent period and this increase is objectively due to an event that took
place in a period after that in which the impairment loss was recognised in profit or loss, the impairment loss is reversed and the
related amount is recognised in the same income statement caption. The reversal may not generate a carrying amount higher
than that which would have been obtained by measuring that asset at amortised cost had the loss not been recognised. Impair-
ment losses on shares, recognised in profit or loss, cannot be reversed through profit or loss but only directly through equity.

Derecognition
Financial assets or parts of financial assets are decognised when the contractual rights to cash flows expire or are transferred,
transferring substantially all the related risks and rewards.

3. Held-to-maturity investments

Classification

This category includes debt instruments with fixed or determinable payments and fixed maturities that the bank has the ability
and intention to hold to maturity. If it is no longer appropriate to maintain an asset as classified as held to maturity following a
change in the bank’s intentions or ability, it is reclassified to “AFS financial assets”.

Recognition
HTM investments are initially recognised at cost, being the fair value of the amount traded, including any directly related costs
and income.

Measurement
After initial recognition, HTM investments are measured at amortised cost using the effective interest method. Fair value gains
orlosses are recognised in profit or loss when the investments are derecognised.

At each reporting date, the bank tests the HTM investments for impairment. The impairment loss, if any, is the difference betwe-
en the asset’s carrying amount and the present value of estimated future cash flows, discounted using the original effective
interest rate.

Impairment losses are recognised in profit or loss. When the reasons for impairment are no longer valid as a result of an event
that took place subsequent to recognition of the impairment loss, it is reversed through profit or loss.

Derecognition
Financial assets or parts of financial assets are decognised when the contractual rights to cash flows expire or are transferred,
transferring substantially all the related risks and rewards.

4 - Loans and receivables

Classification
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market.

This category includes trade receivables and reverse repurchase agreements.

Recognition

Loans and receivables are initially recognised at the agreement signing date, which is usually the disbursement date, based on
the financial instrument’s fair value, which usually equals the amount disbursed including transaction costs or revenue attri-
butable to the individual loan or receivable and determinable from the transaction start date, even when they are disbursed
subsequently. The initially recognised amount does not include costs that, despite having the above characteristics, are to be
reimbursed by the counterparty or that are administrative costs.
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Measurement
After initial recognition, loans and receivables are measured at amortised cost using the effective interest method.

Interest is recognised in caption 10 “Interest and similar income” of the income statement.

Loans and receivables are tested for impairment at each reporting date to determine whether there is objective evidence of
impairment due to events subsequent to initial recognition. Indication of impairment is based on one or more events that took
place after initial recognition that have an impact on the estimate of future cash flows of a financial asset or a group of financial
assets that can be measured reliably.

Loans and receivables tested individually for impairment include positions classified as non-performing, doubtful or restructu-
red as per the Bank of Italy requlations. Assets not tested individually or for which impairment has not been identified are tested
collectively.

The individual impairment test measures the difference between the carrying amount and present value of estimated future
cash flows discounted at the position’s original effective interest rate.

Estimated cash flows include guarantees securing the debtor’s exposure and their probable enforcement. When enforcement
of the guarantees is unlikely, the bank uses their present value, while if it is probable that they will be enforced, the bank consi-
ders their realisable value net of the costs to be incurred for enforcement.

Impairment losses are recognised in caption 130 “Net impairment losses” in the income statement.

Loans and receivables are reinstated to their original value in subsequent periods when the reasons for impairment are no lon-
ger valid, as long as this assessment is objectively linked to an event that took place after recognition of the impairment loss.
Reversals of impairment losses are recognised in the income statement and may not exceed the position’s amortised cost had
the impairment loss not been recognised.

Loans and receivables that are not tested individually for impairment are tested collectively. They are grouped into categories
based on their risk and the related impairment loss percentages are estimated considering historical data, based on elements
observable at their measurement date, so as to estimate each category’s unrealised loss. The impairment test considers the
counterparty’s country risk. Collective impairment losses are recognised in profit or loss.

Derecognition
Financial assets or parts of financial assets are decognised when the contractual rights to cash flows expire or are transferred,
transferring substantially all the related risks and rewards.

7 - Equity investments

Investments in subsidiaries and associates are recognised and measured at cost, which equals the fair value of the consideration
paid, less any subsequent impairment losses.

Investments in entities other than subsidiaries, associates and joint ventures are classified as AFS financial assets and treated
accordingly.

The bank did not have to perform special judgements or make significant assumptions in order to establish the existence of
control over subsidiaries and significant influence over associates.

8 - Property, equipment and investment property

Classification

This caption includes land, owner-occupied property, investment property, furniture and fittings and all equipment. It also com-
prises assets under finance lease.
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Recognition
Assets acquired on the market are recognised as assets when the main risks and rewards of title are transferred. Initial recogni-
tion is at cost, which includes all directly related charges.

Land is recognised separately, including when it is purchased together with the building, using the component approach. It is
separated from the building based on third party appraisals.

The cost of extraordinary maintenance that increases the item’s future economic benefits is capitalised while other ordinary
maintenance costs are expensed.

Measurement
Property, equipment and investment property are subsequently measured at cost adjusted by accumulated depreciation and
any impairment losses/reversals of impairment losses.

The depreciable value of property and equipment equals their cost as the residual value after depreciation is not deemed signifi-
cant. Depreciation is charged systematically on a straight-line basis over the assets’” estimated useful life to reflect their technical-e-
conomic life and residual use.

The useful life of the main categories of property, equipment and investment property is as follows:
- furniture and fittings: 8 years;

- owner-occupied buildings: 33 years;

- investment property: 33 years.

Land is not depreciated as it has an indefinite life nor are works of art as their useful lives cannot be estimated and their value
usually increases over time.

The bank tests the assets for impairment at every reporting date. If there is indication of impairment, it compares the asset’s
carrying amount to its recoverable amount being the higher of fair value and value in use.

Derecognition
Property, equipment and investment property are derecognised when sold or when no future economic benefits are expected
from their continued use or sale.

9 - Intangible assets

Classification
An intangible asset is an identifiable non-monetary asset without physical substance able to generate future economic benefits
controllable by the entity.

Recognition

Intangible assets are recognised at cost when the principal risks and rewards are transferred, only when it is probable that the
related future economic benefits will materialise and cost can be measured reliably. Otherwise, cost is expensed in the period
in which itis incurred.

Measurement
All intangible assets other than goodwill are considered to have finite useful lives and are amortised in line with their cost and
related useful lives.

In particular:

- technology related intangibles, such as software acquired and software development cost, which are amortised on the basis
of their expected technological obsolescence and over a maximum period of five years. In particular, the costs incurred for
the development of software projects are considered as intangible assets and are recognised under assets only when all the
following conditions are met: i) the cost attributable to the intangible asset during its development can be measured reliably,
(ii) there is the intention, the availability of financial resources and the technical ability of making the intangible asset available
for use or sale, (i) the future economic benefits to be generated by the asset can be demonstrated. Software development
capitalised costs only comprise the costs directly attributable to the development process;

- intangible assets relating to the Depositary services, recorded following the acquisition of contracts or business units, have an
estimated useful life of ten years depending on the contractual terms.
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Their residual value is taken to be nil.

At least once a year, the Bank perform the impairment test of goodwill for impairment with the comparison between Carrying
Amount and Recoverable Amount.

For the intangible assets different from the goodwill, the bank tests the assets for impairment at every reporting date. If there is
indication of impairment, it compares the asset’s carrying amount to its recoverable amount being the higher of fair value and
valuein use.

Derecognition
The bank derecognises intangible assets when they are sold or when it does not expect to receive future economic benefits
from their continued use or sale.

Goodwill

Goodwill arising on business combinations is the difference between the consideration paid, including related costs, and fair
value of the assets acquired and the liabilities assumed at the transaction date. If the difference is positive, it is recognised as
an asset (goodwill), being a payment by the acquiree for future economic benefits to be generated by assets that cannot be
identified individually or recognised separately. If the difference is negative, it is recognised directly in profit or loss (excess cost).

Goodwill is recognised at cost, net of accumulated impairment losses. It is not amortised.

Itis tested annually for impairment even if there are no indicators of impairment.

Impairment losses on goodwill are recognised in caption 230 “Impairment losses on goodwill” of the income statement.
They are not reversed in subsequent periods.

11 - Current and deferred taxes
The bank estimates current and deferred taxes, considering the domestic tax consolidation scheme.

Current taxes, calculated considering the domestic tax consolidation scheme, not yet paid in whole or in part at the reporting
date are recognised as tax liabilities in the statement of financial position. If payments on account in the current or previous re-
porting period exceed the related tax expense, the difference is recognised as a tax asset in caption 130 “Tax assets - a) current”.

Current and deferred taxes are recognised in caption 260 “Income taxes” of the income statement unless they relate to
gains or losses on AFS financial assets and actuarial gains and losses, which are recognised directly in the valuation reser-
ves, net of tax.

Deferred tax assets and liabilities are recognised in the statement of financial position without offsetting as “Tax assets”
and “Tax liabilities”, respectively.

The income tax expense is calculated on the basis of an estimate of the current and deferred tax expense and income. Specifi-
cally, deferred tax assets and liabilities are calculated on the temporary differences between the carrying amounts of assets and
liabilities and their tax bases. The bank recognises deferred tax assets (in caption 130.b) for deductible temporary differences and
carryfoward tax losses that will reverse in subsequent periods when it is probable that it will make a taxable profit in the same
period, according to its business plans, against which it can offset the deferred tax asset.

Deferred tax liabilities are calculated on all taxable temporary differences, excluding only reserves taxed upon distribution as,
given the amount of the taxed available reserves, the bank does not expect to undertake transactions that would require their
taxation.

Deferred tax assets and liabilities are calculated using the tax rates expected to be enacted in the period in which the de-
ferred tax asset will be recovered or the deferred tax liability extinguished, based on the ruling tax laws.

They are remeasured reqularly to reflect any changes in the tax laws or rates or any subjective situations that not allow
the recoverability.
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12 - Provisions for risks and charges

Pension and similar provisions

Internal pension plans are considered to be defined benefit plans. The bank calculates the related liabilities and current service
cost using actuarial assumptions and the projected unit credit method. This method projects future payments using historical
figures and the demographic curve and discounts these flows using a market interest rate. The discount rate is the average
market rate at the measurement date. The present value of the bank’s liability at the reporting date is also adjusted by the fair
value of any plan assets.

Other provisions
The bank recognises provisions for risks and charges when:
e it has a present legal or constructive obligation as a result of a past event;

e it is probable that an outflow of resources will be necessary to settle the obligation;
and

o the liability can be reliably estimated.

When the effect of the time value of money is material, the provision is discounted using the current market rates at the closing
date. Accruals and increases due to the time factor are recognised in profit or loss. Where discounting is used, the increase in
the provision due to the passage of time is recognised as interest expense.

Provisions and contingent liabilities are reviewed at the end of each reporting period and adjusted to reflect the current best
estimate. If it is no longer probable that an outflow of resources embodying economic benefits will be required to settle the
obligation, the provision is reversed.

13 - Liabilities and Securities issued
Classification
Anissued financial instrument is classified as a liability when, based on the substance of the contractual agreement, the bank has

a contractual obligation to deliver cash or another financial asset to another party.

Due to banks and customers include funding obtained on the interbank market and from customers, including through repur-
chase agreements and the placing of bonds and certificates of deposit.

They also include finance lease liabilities.
Recognition
Amounts due to banks are recognised at the contract agreement date, which is usually when the bank receives the funds and

issues the debt instruments.

Financial liabilities are initially recognised at fair value, which is normally the amount received or the issue price, plus the directly
related costs/income. Internal administrative costs are excluded.

Measurement
After initial recognition, financial liabilities are measured at amortised cost using the effective interest method.

Interest is recognised in caption 20 “Interest and similar expense” of the income statement.
Derecognition

Financial liabilities, or parts thereof, are derecognised when they are extinguished, i.e., when the obligation is complied with,
cancelled or has expired.
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14 - Financial liabilities held for trading

This caption includes derivatives held for trading with negative fair values.
All financial liabilities held for trading are measured at fair value and the fair value gains or losses are recognised in profit or loss.
The measurement and recognition criteria are identical to those used for financial assets held for trading.

16 - Foreign currency transactions

Initial recognition
Upon initial recognition, a foreign currency transaction is translated into the functional currency using the spot exchange rate
ruling at the transaction date.

Subsequent measurement

Foreign currency assets and liabilities are retranslated into Euros at each subsequent reporting date using the following criteria:
- monetary items are retranslated using the closing rates;

- non-monetary items measured at historical cost are retranslated using the transaction-date exchange rates;

- non-monetary items measured at fair value are retranslated using the closing rates.

Exchange rate differences arising from the settlement of monetary items are recognised in profit or loss in the period in which
they arise; exchange rate differences on non-monetary items are recognised in equity or in profit or loss in line with the method
used to recognise the gains or losses that include this component.

Foreign currency costs and revenue are translated at the exchange rate ruling on their recognition date or, if they have not been
realised, at the closing spot rate.

17 - Other informations

Post-employment benefits
The Italian post-employment benefits (TFR) are a form of deferred remuneration paid to employees when they leave the bank.
They accrue over the employment term and are recognised under personnel expense.

Following the Italian supplementary pension reform introduced with Legislative decree no. 252 of 5 December 2005, benefits
accruing from1January 2007 are calculated without using an actuarial approach as the bank’s liability is limited to its contribution
defined by the Italian Civil Code (defined contribution plan as per 1AS 19).

Post-employment benefits vested up to 31 December 2006 continue to be considered defined benefit plans under IAS 19. Accor-
dingly, the related obligation is subject to actuarial valuation using the projected unit credit method. This method projects future
payments using historical statistics and the demographic curve and discounts these flows using a market interest rate.

The rate used to discount the post-employment benefit obligation (both funded and unfunded) varies from country to country.
It is determined by reference to market yields at the end of the reporting period on high quality corporate bonds. The term of
the corporate bonds is consistent with the estimated term of the post-employment benefit obligations.

Specifically, the amount recognised as a liability in caption 120.a) equals the net balance of the obligation’s present value at the
reporting date, the sum of any actuarial gains or losses, less any pension costs for past service not yet recognised and the current
value of plan assets, if any, at the reporting date that will be used to directly extinguish the obligation.

Starting from the 2013 separate financial statements, the bank has recognised actuarial gains and losses in the statement of
comprehensive income as required by the revised IAS 19,

Before that, they had been recognised immediately in profit or loss.
Interest accrued on the net liability continues to be recognised.
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Treasury shares
Repurchased treasury shares are directly offset against equity. No gain or loss on the repurchase, sale, issue or extinguishment of
these shares can be recognised in profit or loss. Any amounts paid or received for these shares are recognised directly in equity.

The bank has set up the specific reserve as per article 2357-ter of the Italian Civil Code.

Measurement of the fair value of financial instruments
The fair value of financial instruments is measured using the financial market prices in the case of instruments listed on active
markets or by using internal measurement models for other financial instruments.

More information is available in section A4 Fair value disclosure.

The fair value of financial assets and liabilities carried at cost or amortised cost is disclosed in the notes and is determined as

follows:

- for non-current financial assets and liabilities, the discounted cash flow method is mainly used;

- for on demand assets and liabilities, with a short term or undetermined maturity, the carrying amount net of a collective/indi-
vidual impairment loss is deemed to reasonably reflect fair value as it reflects changes in interest rates and the issuer credit risk;

- for floating-rate and current fixed-rate securities issued, the carrying amount is deemed to adequately reflect fair value, for
the reasons set out above;

- for non-current fixed-rate liabilities, the discounted cash flow method, without considering changes in its credit spread, given
its immateriality, is used.

Measurement of fair value of non-financial assets

The fair value of investment property is only calculated for disclosure in the notes. The bank uses third party appraisals that are usual-
ly based on criteria similar to the direct synthetic estimate method, considering transactions at current prices in an active market for
similar real estate assets in the same location and condition and that have the same lease and other contractual terms.

Guarantees issued
Guarantees issued, credit derivatives and similar instruments as per IAS 39 and subsequent impairment losses are recognised in
caption 100 “Other liabilities”.

Income statement

Interest income and expense

Interest income and expense and related income and expense relate to cash and cash equivalents, non-derivative financial as-
sets and liabilities held for trading, AFS financial assets, HTM investments, loans and receivables, liabilities and securities issued.

Interest income and expense are recognised in profit or loss on all instruments measured at amortised cost, using the effective
interest method.

Fee and commission income and expense
They are recognised on an accruals basis.

Specifically, trading commissions on securities are recognised when the service is rendered.

Fees and commissions included in amortised cost to calculate the effective interest rate are excluded as they are recognised
under interest.

Dividends
Dividends are recognised in profit or loss when their distribution is approved.

Other income and costs
They are recognised on an accruals basis.
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Utilisation of estimates and assumptions in the preparation of the separate financial
statements

The separate financial statements captions are measured using the policies set out above.

Application of these policies sometimes involves the adoption of estimates and assumptions that may have a significant effect
on the carrying amount of assets and liabilities, income and expenses.

The use of reasonable estimates is an essential part of the preparation of financial statements but must not affect their reliability.
The financial statements captions affected to a greater extent by the use of estimates and assumptions are:

e Measurement of financial assets not listed on active markets;

e Measurement of intangible assets and equity investments;

e quantification of accruals to provisions for risks and charges;

e quantification of deferred liabilities.

A change in an accounting estimate may occur due to changes in the circumstances on which the estimate was based or as a
result of new information or more experience. The effect of a change in an accounting estimate is recognised prospectively by

including it in profit or loss of the period of the change and, if the change affects future periods, also in future periods.
No significant changes to the accounting estimates were made in 2017

A.3 Transfers between portfolios of financial assets
A.3.1 Reclassified financial assets: carrying amount, fair value and effects on comprehensive income

INCOME
PORTFOLIO OR EXPENSE IF INCOME
TYPE OF TO WHICH CARRYING FAIR TRANSFER HAD NOT OR EXPENSE
FINANCIAL ORIGINAL TRANSFER AMOUNT AT VALUE AT TAKEN PLACE FOR THE YEAR
INSTRUMENT PORTFOLIO IS MADE 31.12.2017 31.12.2017 (BEFORE TAXES) (BEFORE TAXES)
FAIR VALUE FAIR VALUE
GAIN/LOSS OTHER GAIN/LOSS OTHER
m (2) 3) @) (5) (6) @) (8) 9)
Available-for-
1. Debt Financial assets sale financial
instruments  held for trading assets - - 152 -

00000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsosescccssscscsscscscsse

A.3.2 Reclassified financial assets: effects on comprehensive income before transfer
No transfers among portfolios took place during the year.

A.3.3 Transfers of financial assets held for trading
In 2011, as the rare circumstances provided for by IAS 39 arose, the bank reclassified Italian treasury credit certificates from the
HFT portfolio to the AFS portfolio.

These rare circumstances related to the international sovereign debt crisis of June 2011 and the continuously widening spread
of the German bund.

A.4 Fair value disclosure
The IFRS require that financial products classified in the HFT or AFS portfolios be measured at fair value.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between mar-
ket participants on the principal market (i.e., not a forced liquidation or distress sale) at the measurement date. Fair value is a
market-based measurement, not an entity-specific measurement. An entity shall measure the fair value of an asset or a liability
using the assumptions that market participants would use when pricing the asset or liability, assuming that market participants
act in their economic best interest.

IFRS 13 establishes a hierarchy for measuring fair value of financial instruments depending on the entity’s use of discretion, pri-
oritising the use of relevant observable inputs that reflect the assumptions that market participants would use to price assets/
liabilities.
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The fair value hierarchy has three input levels:

e Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can access at the measu-
rement date;

e Level 2:inputs other than quoted prices included within Level 1that are observable;

e Level 3: unobservable inputs for the asset or liability.

The decision about which level to use is not optional as they are to be applied in hierarchical order. Highest priority is given to
official prices available on active markets for the assets or liabilities to be measured (level 1) or assets and liabilities measured using
techniques based on parameters observable on the market other than prices (level 2) and the lowest priority is given to assets and
liabilities whose fair value is calculated using techniques that are based on unobservable inputs and which are, therefore, more
discretional (level 3).

The bank uses the reporting date market price for instruments listed on active markets (level 7).

The fair value of financial instruments not listed on active markets is measured using techniques mainly based on discounting cash
flows. These techniques consider all the factors that the market uses to set the price which are mainly inputs observable on the
market (level 2). Specifically:

e bonds are measured by discounting the expected future cash flows of the contractual plan, adjusted for the issuer credit risk;

e derivatives, consisting of OISs, and options are measured using the market models that mainly use market rates as their input,
adjusted to reflect counterparty risk. This risk includes changes in the counterparty’s credit standing and in the issuer’s credit
standing (own credit risk), if material;

e a fair value hierarchy has been developed for shares and an application order for the measurement methods which considers
any significant transactions involving the share in a sufficiently short time period compared to the measurement period, com-
parable transactions carried out by companies operating in the same sector and the application of financial, income and equity
analytical valuation methods.

The valuation model adopted for a financial instrument is the same over time, adjusted only in the case of significant changes in
market conditions or subjective changes affecting the issuer.

The bank did not have at the reporting date, nor did it trade in during the year, level 3 financial instruments, except for immaterial
amounts.

QUALITATIVE DISCLOSURE

A.4.1 Levels 2 and 3: valuation techniques and inputs used
As noted above, the bank does not have nor did it trade in level 3 financial instruments, except for immaterial amounts.

It measured level 2 financial instruments (mainly Swap, DCS and stock options) using market interest rates and volatility. Given the
bank’s limited operations in the unlisted derivatives segment, its transactions mainly with Italian institutional counterparties and,
with the most relevant of them, its guarantees mitigating risk, the adjustments made to the level 2 instruments to reflect counter-
party risk were immaterial.

A.4.2 Measurement processes and sensitivity
As noted above, the bank does not have level 3 financial instruments, except for immaterial amounts.

A.4.3 Fair value hierarchy
Transfers between the fair value levels are made to reflect changes in the instruments or its market.

Transfers from level 1to level 2 are made when there is an inadequate number of contributors or a limited number of investors
that hold the outstanding float.

Conversely, instruments that are illiquid when issued and have a small number of trades classified in level 2 are transferred to level
Twhen an active market exists.
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A.4.4 Other disclosures
The bank did not avail of the exception under IFRS 1348 to measure the net positions of groups of assets and liabilities managed
on a net basis.

The bank does not hold assets, the current use of which differs from their highest and best use.

QUANTITATIVE DISCLOSURE

A.4.5 Fair value hierarchy
A.4.5.1 Assets and liabilities measured at fair value on a recurring basis: breakdown by fair value level

31.12.2017 31.12.2016
FINANCIAL ASSETS/
LIABILITIES MEASURED AT FAIR VALUE L1 L2 L3 L1 L2 L3
1. Financial assets held for trading 15,944 1,480 - 11,445 1,748 -

2. Financial assets at fair value through profit or loss

3. Available-for-sale financial assets 2,502,174 125,073 - 3,170,102 140,226 -
4. Hedging derivatives

5. Property, equipment and investment property

6. Intangible assets

2,518,118 126,553 - 3,181,547 141,974

1. Financial liabilities held for trading 1 5,670 - 438 7,629 -
2. Financial liabilities at fair value through profit or loss

3. Hedging derivatives

Total 1 5,670 = 438 7,629 =

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssssnscsossesssscsscscssse

Key

L1=levell
L2 =level 2
L3=level 3

The bank did not transfer assets and liabilities between level 1and level 2 during the year.

Given the bank’s limited operations in the unlisted derivative segment, the fact that it solely works with Italian institutional coun-
terparties and the existence of guarantees that mitigate counterparty risk, the above fair value is not significantly influenced by
adjustment factors for counterparty risk (Credit Value Adjustments and/or Debit Value Adjustments).
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A.4.5.2 Changes in assets measured at fair value on a recurring basis (level 3)

FINANCIAL
ASSETS AT PROPERTY,
ASSETSF '.I'E‘t'é‘é'ék FAIR VALUE AVAI- EQUIPMENT
D o8 THROUGH LABLE-FOR-SA- AND IN-
PROFITOR LEFINANCIAL  HEDGING VESTMENT INTANGIBLE
LOSS ASSETS DERIVATIVES PROPERTY ASSETS

2. Increases
2.1 Purchases
2.2 Gains recognised in:
2.2.1 Profit or loss
- including gains on sales
2.2.2 Equity X X
2.3 Transfers from other levels

2.4 Other increases

0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0sscsssscsscsnssesse

3. Decreases
3.1Sales
3.2 Repayments
3.3 Losses recognised in:
3.3.1 Profit or loss

- including losses
on sales

3.3.2 Equity X X
3.4 Transfers to other levels

3.5 Other decreases

0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0sscsssscsscsnssesse

0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0sscsssscsscsnssesse

A.4.5.4 Assets and liabilities not measured at fair value or measured at fair value on a non-recurring basis:
breakdown by fair value level

31.12.2017 31.12.2016

ASSETS/LIABILITIES MEASURED AT
FAIR VALUE OR MEASURED AT FAIR
VALUE ON A NON RECURRING BASIS CA L1 L2 L3 CA L1 L2 L3

000 00000000000000000000000000000000000000000000000000008000000000000000000000000000000000000000000000000000000000000000000scssosscsssssoscscscsscsssesce

1. Held-to-maturity investments 4,966 4,916 - - 15,933 15,933 - -
2. Loans and receivables with banks 795,195 795,195 739,377 739,377
3. Loans and receivables with customers 2,092,467 2,092,467 1,580,147 1,580,147
4. Investment property 67,852 72,420 69,278 72,420

5. Non-current assets held for sale and
disposal groups - -

2,960,480 4,916 2,960,082 - 2,404,735 15,933 2,391,944

1. Due to banks 1,093,916 1,093,916 1,100,207 1,100,207

2. Due to customers 7,805,377 7,805,377 6,228,123 6,228,123

3. Securities issued - - - -
4. Liabilities associated with assets held

for sale - -

Total 8,899,293 - 8,899,293 - 7,328,329 - 7,328,329 =

B R R Y PR PR PR PP PP PP PP PN

R R R R R T T T T PP PP PP PR

Key:

CA = carrying amount
L1=levell

L2 =level 2

13=level3
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A.5 Information on “day one profit/loss”

Pursuant to IFRS 728 and IAS 39 AC .76, a financial instrument shall be initially recognised at an amount that is equal to its fair va-
lue, which is generally considered to be the price paid/collected from its trading. In practice, there could be a difference betwe-
en the two values. In these cases, the standard stipulates that a financial instrument can be recognised at a fair value different
from the amount paid/collected only if it is measured:

e Using prices from observable current market transactions in the same instrument;
o Using valuation techniques exclusively based on observable market date as the variable factors.
In other words, IAS 39 states that the presumption that the fair value is equal to the price paid/collected can be rebutted only if

it is determined using objective evidence that the price paid/collected does not represent the real market value of the financial
instrument being traded.

The objective evidence shall be obtained using the most objective method available, i.e., reducing valuation discretion to the
minimum.

The difference between fair value and the negotiated price, when the above conditions are met, is called the “day one profit or
loss” and is immediately taken to profit or loss.

The bank did not recognise transactions of this kind in the year.
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Part B - Notes to the statement of financial position

ASSETS

SECTION 1 - Cash and cash equivalents - Caption 10

1.1 CASH AND CASH EQUIVALENTS: BREAKDOWN

31.12.2017 31.12.2016
a) Cash 476 448
b) Demand deposits with central banks 3,242,765 1,798,314
Total 3,243,241 1,798,761

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

SECTION 2 - Financial assets held for trading - Caption 20

2.1 FINANCIAL ASSETS HELD FOR TRADING: BREAKDOWN BY PRODUCT

31.12.2017 31.12.2016

Seecececcecesecsesecsecessecesecsesecsesesecseseses 0000000000 cececesececesesececes0scscscsssses0sRses

CAPTIONS/AMOUNTS . .ooceeevrrvresernerns FEVERT JLEVEL2  LEVELY  ....LEVEL1 . LEVEL2  .LEVEL3
A. Assets 15,897 - - 11,406 - -
1. Debt instruments 182 - - 314 - -

1.1 Structured instruments 15,714 - - 11,092 - -

1.2 Other instruments 30 - - 13 - -

2. Equity instruments 18 - - 26 - -

3. OEIC units - - - - - -

4. Financing - - - - - -
4.1 Reverse repurchase agreements - - - - - -
4.2 Other

Total A 15,944 = = 11,445 = =

B. Derivatives

1. Financial derivatives: 1,480 - - 1,748 -
1.1 Trading - 1,480 - - 1,748 -
1.2 Associated with fair value option - - - - . _
1.3 Other - - - - - _

2. Credit derivatives: - - - - - _
2.1 Trading - - - _ R _
2.2 Associated with fair value option - - - - . -
2.3 Other - - - - - _

Total B = 1,480 = 1,748

Total (A+B) 15,944 1,480 = 11,445 1,748 =

000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesnssssssscsssscsscsssse
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2.2 FINANCIAL ASSETS HELD FOR TRADING: BREAKDOWN BY DEBTOR/ISSUER

SAPTIONSIAMOUNTS | oooeoeeeesseeesssseesssssmeesssseessneenn SHZ2OV L 3112.20%6
A. Assets

1. Debt instruments

a) Governments and central banks 313 190
b) Other government agencies 1,347 92
c) Banks 1,698 10,212

d) Other issuers 2,539 912

2. Equity instruments

a) Banks 6 1
b) Other issuers: 24 2
- insurance companies - -
- financial companies - _
- non-financial companies 24 2

- other - -
3. OEIC units 18 26

4. Financing

a) Governments and central banks - -
b) Other government agencies - R
c) Banks - -
d) Other - .

Total A 15,944 11,445

B. Derivatives
a) Banks 1,094 1,598
b) Customers 386 150

Total B 1,480 1,748

Total (A +B) 17,424 13,193

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

SECTION 4 - Available-for-sale financial assets - Caption 40

4.1 AVAILABLE-FOR-SALE FINANCIAL ASSETS: BREAKDOWN BY PRODUCT

31.12.2017 31.12.2016

Seecececcecese0sesecseces0000000000000000000000000s 0000000000000 000c0c0ces0s0s0c0s0sseseceseses0s0000e

CAPTIONS/AMOUNTS LEVEL1 LEVEL 2 LEVEL 3 LEVEL1 LEVEL 2 LEVEL 3

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sesssssosscsscsnsscsncsce

1. Debt instruments
1.1 Structured instruments - - - - - -
1.2 Other instruments 2,501,990 - - 3,169,903 - -
2. Equity instruments -
21FVTPL 183 104,158 - 199 99,992 -
2.2 Cost - - - - - -
3. OEIC units - 20,916 - - 40,235 -

4. Financing - - - - - -

Total 2,502,173 125,074 = 3,170,102 140,227 =

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sesssssosscsscsnsscsncsce
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4.2 AVAILABLE-FOR-SALE FINANCIAL ASSETS: BREAKDOWN BY DEBTOR/ISSUER

CAPTIONS/AMOUNTS |\ oeeeeessssseesesssssssoeessssreennnn SRR 3122006
1. Debt instruments
a) Governments and central banks 2,501,990 3,169,903
b) Other government agencies - -
c) Banks - -
d) Otherissuers - -
2. Equity instruments
a) Banks 336 352
b) Otherissuers: 104,005 99,839
- insurance companies - -
- financial companies 5,287 995
- non-financial companies 98,718 98,844

- other - -

3. OEIC units 20,916 40,235
4. Financing - -
a) Governments and central banks - -
b) Other government agencies - -
c) Banks - -
d) Other - -

Total 2,627,247 3,310,329

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

SECTION 5 - Held-to-maturity investments - Caption 50

5.1 HELD-TO-MATURITY INVESTMENTS: BREAKDOWN BY PRODUCT

31.12.2017 31.12.2016

00 00000000000000000000000000000000000000000000000000000000000 000000000000 0000000000000sssscsesesssssscscsecssssscscsosnsse

LEVEL1 LEVEL 2 LEVEL 3 LEVEL1 LEVEL 2 LEVEL 3

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scscssssscsscscsnsscse

1. Debt instruments

- structured
instruments 4,966 4916 - - 4,948 4,948 - -

- other instruments - - - - 10,985 10,985 - -

2. Financing - - - - - - - -

Total 4,966 4,916 = = 15,933 15,933 = =

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scscssssscsscscsnsscse

Key
FV =fair value
CA = carrying amount
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5.2 HELD-TO-MATURITY INVESTMENTS: BREAKDOWN BY DEBTOR/ISSUER

TYPE OF OPERATIONS/AMOUNTS 31.12.2017 31.12.2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

1. Debt instruments

a) Governments and central banks

b) Other government agencies

c) Banks 4,966 15,933
d) Other issuers

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

2. Financing

a) Governments and central banks
b) Other government agencies

c) Banks

d) Other

Total 4,966 15,933

00000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 s0s0cscsesssscscscsssscs

SECTION 6 - Loans and receivables with banks - Caption 60

6.1 LOANS AND RECEIVABLES WITH BANKS: BREAKDOWN BY PRODUCT

31.12.2017 31.12.2016

OPERATIONS/ L
AMOUNTS LEVEL1 LEVEL2 LEVEL 3 LEVEL1 LEVEL2 LEVEL 3
A. Loans and

receivables with

central banks 179,264 170,519
1. Term deposits - X X X - X X
2. Minimum reserve 179,264 X X X 170,519 X X X
3. Reverse repurchase

agreements - X X X - X X X
4. Other - X X X - X X X
B. Loans and recei-

vables with banks 615,931 568,859
1. Financing

1.1 Current accoun-
ts and demand

deposits 296,364 X X X 172,491 X X X
1.2 Term deposits 2,460 X X X 862 X X X
1.3 Other financing: X X X X X X

- Reverse

repurchase

agreements 136,217 X X X 231,707 X X X
- Finance leases - X X X - X X X
- Other 176,664 X X X 159,744 X X X

2. Debt instruments
2.1 Structured

instruments - X X X - X X X

2.2 Other
instruments 4,226 X X X 4,055 X X X
Total 795,195 - 795,195 - 739,377 - 739,377 -

0000 0000000000000000000000 0000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesssnsosssscscsscscsssscse

Key
FV = fair value
CA = carrying amount
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SECTION 7 - Loans and receivables with customers - Caption 70

71 LOANS AND RECEIVABLES WITH CUSTOMERS: BREAKDOWN BY PRODUCT

31.12.2017 31.12.2016

TYPE OF CARRYING AMOUNT FAIR VALUE CARRYING AMOUNT FAIR VALUE
OPERATIONS/  ccceceucnseenrucencucsosssssnsassssss sasscensnsasssansassse sosessssesssssssssssssssssssssassssssss sonsessssnssssnsnssssss

AMOUNTS IMPAIRED IMPAIRED
UNIMPAIRED :¢eeteeesecessocssccn L1 L2 L3 UNIMPAIRED .......ccooveeeeneenee L1 L2 L3

PURCHASED OTHER PURCHASED OTHER

0000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s00sccsecsssssscsscssssssscssce

Financing 2,092,076 - 39 2,092,076 1,579,756 - 391 1,579,756

1. Current
accounts 1,761,610 - 391 X X X 1,237,865 - 391 X X X

2.Reverse
repurchase
agreements 204,547 - - X X X 207,517 - -

3.Loans - - -

4. Credit cards,
personal loans
and salary
backed loan 2,051 - -

5. Finance leases - - -

x
x
x

2,044 - -

6. Factoring - - -
7.Other financing 123,868 - -

Debt instruments

X X X X
X X X X
X X X X
X X X X
X X X X
X X X X

132,330 - -

8. Structured
instruments - - - X X X - - - X X X

9. Other
instruments - - - X X X - - - X X X

2,092,076 2,092,076 1,579,756 1,579,756

0000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s00sccsecsssssscsscssssssscssce

7.2 LOANS AND RECEIVABLES WITH CUSTOMERS: BREAKDOWN BY DEBTOR/ISSUER

31.12.2017 31.12.2016

Seecececcecesecsesecsecessecesecsesecsesesecseseses 0000000000 cececesececesesececes0scscscsssses0sRses
seesesscsesscsesscsesscsesscsese o seesececsesscsesscsesscsesscsene o

UNIMPAIRED PURCHASED OTHER UNIMPAIRED PURCHASED OTHER

000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesnssssssscsssscsscsssse

1. Debt instruments

a) Governments - - - - - -

b) Other government agencies - - - - - -

¢) Otherissuers
- non-financial companies - - - - - -
- financial companies - - - - - -
- insurance companies - - - - - -

2. Financing to:

a) Governments - - - - - -

b) Other government agencies 1 - - - - -

c) Otherissuers 2,092,075 - 391 1,579,756 - 391
- non-financial companies 96,104 - - 160 - -
- financial companies 1,982,911 - 391 1,577,364 - 391
- insurance companies 10,721 - - 50 - -
- other 2,339 - - 2,182 - -

Total 2,092,076 = 391 1,579,756 = 391

000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesnssssssscsssscsscsssse
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SECTION 10 - Equity investments - caption 100

10.1 EQUITY INVESTMENTS

REGISTERED OPERATING INVESTMENT VOTING
COMPANY NAME OFFICE OFFICE % RIGHTS %
A. Wholly-controlled subsidiaries
1. Oasi-Diagram S.p.A. Milano Milano/Roma 100.00 100.00
2. Nexi Payment S.p.A. Milano Milano/Roma 98.74 98.74
Cividale del Friuli /
3. Help Line S.p.A. Cividale del Friuli Milano 70.00 70.00
Firenze/Bologna/
Siena/Sassari/Roma/
4. Bassilichi SpA Milan Milano/ Padova 100.00 100.00
5. Consorzio Triveneto Padova Padova 28.88 28.88
B. Jointly-controlled entities
C. Associates
1. Hi.Mtf Sim S.p.A. Milano Milano 25 25
2. Unione Fiduciaria Milano Milano 24 24

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000scscscssssososcscsce

On 3 July 2017 there has been the closing of the transaction related to the acquisition of 98.2% Bassilichi Group by Nexi S.p.A. for
a book value, in Nexi separate financial statements, of Euro 72.1 million.

Afterwards, Nexi S.p.A. has made a capital increase in Bassilichi S.p.A equal to € 100 million and has acquired shares in the com-
pany for € 1 million. As a result of these transaction, Nexi holds 100% of Bassilichi S.p.A. and the related investment is recorded
at €173 million.

In 2017, Nexi S.p.A. has also acquire 28.88% of Consorzio Triveneto’s shares, amounting to 10.1 million euros. Considering that
Bassilichi S.p.A. already, hold 7112% of Consorzio Triveneto, the total interest held by Nexi is 100%.

Nexi has performed the impairment test for the investments in Bassilichi e Cosorzio Triveneto with book value is Euro 183
million. The estimate of Value in Use has been carried out by applying the Dividend Discount Model in its Excess Capital
version based on the same assumptions and metrologies descripted with reference to the impairment test on goodwill
(section 12.2). The main parameter used to estimate the cost of Capital in the calculation of the Value in Use are the fol-
lows:

COST OF CAPITAL (KE) BASSILICHI AND TRIVENETO
Risk free rate 31.12.2017 197%
Equity Risk Premium 5.50%
Beta 112
Ke 8.15%

00 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sesscscsesssssscscsssssscscsosnss

Valuation activities on investments submitted to impairment test resulted in any impairment loss.
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10.5 EQUITY INVESTMENTS: CHANGES
31.12.2017 31.12.2016

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

A. Opening balance 1,611,379 520,655

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

B. Increases
B.1 Purchases 183,206 25,304
B.2 Reversals of impairment losses
B.3 Fair value gains
B.4 Other increases 126 1,185,843

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

C. Decreases
C.Sales 10 -
C.2 Impairment losses - 22,035
C.3 Other decreases 98,389

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

D. Closing balance 1,794,701 1,611,379

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

E. Total fair value gains

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

F. Total impairment losses

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

SECTION 11 - Property, equipment and investment property - Caption 110

11.1 PROPERTY AND EQUIPMENT: BREAKDOWN OF ASSETS MEASURED AT COST

ASSETS/AMOUNTS 31.12.2017 31.12.2016

1. Owned
a) land 2,640 2,640
b) buildings 5,609 5,876
¢) furniture 372 512
d) electronic systems - -
e) other 1,505 1,115

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

2. Under finance lease -
a) land - R
b) buildings - _
c) furniture - R
d) electronic systems - .
e) other - -

Total 10,126 10,143

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

1.2 INVESTMENT PROPERTY: BREAKDOWN OF ASSETS MEASURED AT COST

31.12.2017 31.12.2016

0000000000000 0000000000000000000000000000000000000000000 0000000000000 000000000sesesesesssssssscssscscscscsesnsoce

FAIR VALUE FAIR VALUE
CARRYING P P PR NY CARRYING D RNy
ASSETS/AMOUNTS AMOUNT L1 L2 L3 AMOUNT L1 L2 L3

000 0000000000000000000000000000000 6000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesescscsscsssscscsscssse

1. Owned
a) land 39,739 39,739
b) bUildiﬂgS 28,113 29539

00000000000 00000000000000000000000 6000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000sesescscsscsssscscsscsese

2. Under finance lease
a) land - -
b) buildings - -
Total 67,852 73,230 69,278 72,420

000 0000000000000000000000000000000 6000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesescscsscsssscscsscssse
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11.5 PROPERTY AND EQUIPMENT: CHANGES

ELECTRONIC
LAND BUILDINGS FURNITURE SYSTEMS OTHER TOTAL

00 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsescscsossssscssesscscsssscse

A. Gross opening balance 3,136 13,534 4,105 - 30,988 51,763
Al Total net impairment losses 496 7,658 3,593 - 29,873 41,620
A.2 Net opening balance 2,640 5,876 512 - 1,115 10,143

B. Increases
B.1 Purchases - - 68 - 902 970
B.2 Capitalised improvement costs
B.3 Reversals of impairment losses
B.4 Fair value gains recognised in:
a) equity
b) profit or loss
B.5 Exchange rate gains
B.6 Transfers from investment property
B.7 Other increases - - 42 - 1n9 161

C. Decreases
C.1Sales - - 97 - 19 216
C.2 Depreciation - 267 153 - 487 907
C.3 Impairment losses recognised in:
a) equity
b) profit or loss
C.4 Fair value gains recognised in:
a) equity
b) profit or loss
C.5 Exchange rate losses
C.6 Transfers to:
a) investment property
b) disposal groups
C.7 Other decreases - - - - 25 25

00 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsescscsossssscssesscscsssscse

D. Net closing balance 2,640 5,609 372 - 1,505 10,126
D.1 Total net impairment losses 496 7,925 3,703 - 30,267 42,391
D.2 Gross closing balance 3,136 13,534 4,075 - 31,772 52,517

00 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsescscsossssscssesscscsssscse



Explanatory note - Part B - Notes to the statement of financial position NE€XI -277

11.6 INVESTMENT PROPERTY: CHANGES

TOTAL

Secececesecsesesecscsesesecscscsesesecscsesesssscsesessssesese e
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A. Opening balance 39,739 29,539

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

B. Increases
B.1 Purchases
B.2 Capitalised improvement costs
B.3 Fair value gains
B.4 Reversals of impairment losses
B.5 Exchange rate gains
B.6 Transfers from property and equipment

B.7 Other increases - -

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

C. Decreases
C.1Sales
C.2 Depreciation - 1,426
C.4 Fair value losses
C.4 Impairment losses
C.5 Exchange rate losses
C.6 Transfers to other portfolios
a) property and equipment
b) non-current assets held for sale

C.7 Other decreases - -

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

D. Closing balance 39,739 28,113

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

E. Fair value 73,230

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

Investment property is covered by IAS 40 and includes property held to earn rental and/or obtain appreciation of invested
capital.

Investment property is measured at cost, net of depreciation.

The bank’s investment properties granted under operating leases are listed below:
- building in via Verziere 11, Milano,

- building in via Cavallotti 14, Milano,

- building in via Zurigo 3, Milano,

- building in via Broletto 37, Milano,

- building in Corso Europa 18, Milano.

At the reporting date, there are no:
- restrictions to the sale of investment property or the collection of lease payments;
- obligations/contractual commitments to purchase, build, develop, repair or maintain owner-occupied property.
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SECTION 12 - Intangible assets - Caption 120

12.1 INTANGIBLE ASSETS: BREAKDOWN BY ASSET

ASSETS/AMOUNTS 31.12.2017 31.12.2016

S 0000000000000 000000000000000000000000000000000000000 0000000000000 0000000s000c0s000c0s00000s0s 0000000000

FINITE LIFE INDEFINITE LIFE FINITE LIFE INDEFINITE LIFE

A.1 Goodwill - 246,663 - 246,663
A.2 Other intangible assets
A.2.1 Assets measured at cost: - - - -

a) Internally generated
assets - - - -

b) Other 63,047 - 66,717 -

A.2.2 Assets measured
at fair value: - - - -

a) Internally generated
assets - - - -

b) Other - - - -
Total 63,047 246,663 66,717 246,663

000000 00000000000000000000000000000000000000000000000000000000000000 0000000000000000000000000000000000000000000000000000000 s000scscscsesesssesnsscnsns o
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12.2 INTANGIBLE ASSETS: CHANGES

OTHER INTANGIBLE ASSETS:
INTERNALLY GENERATED
ASSETS

OTHER INTANGIBLE
ASSETS: OTHER

Gececsccesscsesscsessccecscsecse s eececsccecscsecscsecscsesscsetne o

0 60000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssscsocesscsscsscscsacssses

A. Opening balance 246,663 - - 143,425 - 390,088
76,708 76,708
A.2 Net opening balance 246,663 66,717 313,380

0 60000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssscsocesscsscsscscsacssses

B. Increases

A Total net impairment losses

B.1 Purchases - - - 13,760 - 13,760

B.2 Increase in internally generated
assets - - - - - -

B.3 Reversals of impairment losses - - - - - R
B.4 Fair value gains recognised in: - - - R R R
- equity - - - - - R
- profit or loss - - R R R R
B.5 Exchange rate gains - - - - - R
B.6 Other increases - - - - - _

C. Decreases
C.1Sales ;
C.2 Impairment losses -
16,389 -

- Fair value losse i

- Amortisation - - -

+equity -

+ profit or loss -

C.3 Fair value losses recognised in: -

- equity -

- profit or loss -
C.4 Transfers to

non-current assets held for sale
C.5 Exchange rate losses

C.6 Other decreases - - _

1,041 - 1,041

0 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssscsesesscsscsssscsacssses

D. Net closing balance 246,663 - -

D.1 Total net impairment losses - -

63,047 - 309,710

94,138 - 94,138

0 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssssscsesesscsscsccscsacssses

E. Gross closing balance 246,663 - -

57,185 - 403,848

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscscsesscsscsssscsacssses

F. Cost

0 60000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sssscsocesscsscsscscsacssses

Key
FIN. finite life
IND. = indefinite life

Impairment test
Nexi has performed the impairment test on the intangible asset with an indefinite useful life.

The impairment test of the Goodwill has been performed for the following CGU (cash-generating unit) that, except from 2017
changes in the business perimeter, have not been changed in respect to test performed for 2016 Financial Statements:

GOODWILL

€'min

CGUs

Seececsesecscsecsesecscsecscsecscsess seesecsssesesssecsesesessssesnse o

CGU Payment 200.7
CGU Securities Services 46.0

Total 246.7

Seececsesecscsecsesecscsecscsecscsess seesecsssesesssecsesesessssesnse o
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The recoverable amount a CGU is the higher of its:

- Fair value less costs of disposal
- Value in Use

The estimate of Value in Use has been carried out by applying the Dividend Discount Model in its Excess Capital version which
was developed starting from Nexi Group 2017-2021 Business Plan, which has been approved by the Board of Director (BoD) of the
Parent Company on February 9th, 2017. The Business Plan will be applied on a pro-forma basis to take into account the updates
approved by the BoD, the changes in the Group perimeter and the items included in the Budget 2018.

As regards the Fair Value determination, it was applied the trading multiples method, using the median P/E adjusted multiple of
a panel of comparable companies.

The main parameter used to estimate the cost of Capital in the calculation of the Value in Use are the follows:

SECURITIES
COST OF CAPITAL (KE) PAYMENTS SERVICES
R|skfreerate3nzzo17 ..197%197%
Equity Risk Premium 5.50% 5.50%
Beta 115 115
Ke 8.32% 8.27%

000000 00000000000000000000000000000000000000000000000000000000000000 0000000000000000000000000000000000000000000000000000000 s000scscscsesesssesnsscnsns o

They have been determined as follows:

- Risk free: gross yield of Italian BTP 10Y at December 31 2017 (Source: Info provider)
- Beta used on consolidated DDM: weighted average of median betas of listed comparable companies identified for each CGU.
- Equity Market Risk Premium: in line with the best professional valuation praxis

In order to determine the Terminal Value of the CCUs:

- grate: 2.0%, in line with ECB's target for the inflation rate of the Euro Zone.
- a prudential add-on of 100 bps to the discount rate has been applied.

The Distributable dividends during the explicit projections period and sustainable dividend for Terminal Value calculation have
been determined considering the compliance with a minimum CET 1target of 14.0% as established by Bank of Italy. CET1 of 14%
is a target ratio for Nexi Group to be calculated on the basis of Mercury UK HoldCo consolidation perimeter.

Valuation activities on investments submitted to impairment test resulted in any impairment loss.

It was carried out a sensitivity analysis to assess the change of the value in use at consolidated level, respect the changes in va-
luation parameters Ke and g (+/- 25 bps) the analysis does not show any issues.

SECTION 13 - Tax assets and liabilities - Caption 130 of assets and Caption 80 of liabilities

13.1 DEFERRED TAX ASSETS: BREAKDOWN

teettecasesssestacesssesessastsessattasasteeseatasassstsessastessseressastsassssresssesasresnsressaseress it VUBROML, L rererenereennn 22016
IRAP

Substitute tax on goodwill 3,505 3,543
Amortisation/depreciation 1,457 1,265
Other 16 81
Substitute tax on goodwill 17,307 17490
Provisions 3,574 3,435
Amortisation/depreciation 8,699 7714

Other 689 1,018

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses
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13.2 DEFERRED TAX LIABILITIES: BREAKDOWN

et teeteeeete te et et et e et et e e h e et et e e h e et e b e heea e et e be et et e e st ent eeatebesseententent I R e O et et e ste st e eenee TR I2ONO
IRAP

Fair value reserves 4,107 4,387
Goodwill 546 507

Other

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

IRES

Fair value reserves 20,396 21,843
Goodwill 2,696 2,504
Other 1,071 1,071

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

13.3 CHANGES IN DEFERRED TAX ASSETS (RECOGNISED IN PROFIT OR LOSS)

31.12.2017 31.12.2016

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000sesesssscsesssscsesccnse e

1. Opening balance 33,571 30,739

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

2. Increases
2.1 Deferred tax assets recognised in the year
a) related to previous years 616
b) due to changes in accounting policies
c) reversals of impairment losses
d) other 1,619 3,729
2.2 New taxes or increases in tax rates
2.3 Otherincreases

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

3. Decreases
3.1 Deferred tax assets derecognised in the year
a) reversals 533 1,226
b) impairment due to non-recoverability
¢) change in accounting policies
d) other 288
3.2 Decrease in tax rates
3.3 Other decreases
a) conversion into tax assets as per Law no. 214/2011
b) other

4. Closing balance 34,657 33,571

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

The bank recognises deferred tax assets when it is reasonably certain they will be recovered through future taxable profits of
amounts not less than the relevant temporary differences. It estimated an average rate of 27.5% for the IRES tax and a rate of 5.57%
for the IRAP tax. Decreases mainly relate to utilisation of the deferred tax liabilities.

13.3.1 Change in deferred tax assets as per Law no. 214/2011 (recognised in profit or loss)

31.12.2017 31.12.2016

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000s0csesesssscsesssscscsccnsee

1. Opening balance 27,901 27,184

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

2. Increases 1,303 1,323

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

3. Decreases
3.1 Reversals 310 606
3.2 Conversion into tax assets
a) arising from the loss for the year
b) arising from tax losses

3.3 Other decreases

4. Closing balance 28,894 27,901

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e
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13.4 CHANGES IN DEFERRED TAX LIABILITIES (RECOGNISED IN PROFIT OR LOSS)

31.12.2017 31.12.2016

0000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s 600000csesssscsesssssscsccnsacses

1. Opening balance 21,089 17,620

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

2. Increases

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

2.1 Deferred tax liabilities recognised in the year

a) related to previous years

b) due to changes in accounting policies

c) other 230 3,621
2.2 New taxes or increases in tax rates

2.3 Otherincreases

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

3. Decreases
3.1 Deferred tax liabilities derecognised in the year
a) reversals 304 152
b) due to changes in accounting policies
c) other
3.2 Decrease in tax rates

3.3 Other decreases

4. Closing balance 21,015 21,089

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

13.5 CHANGES IN DEFERRED TAX ASSETS (RECOGNISED IN EQUITY)

31.12.2017 31.12.2016

000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 0000000sesssscsessssssesccnsacses

1. Opening balance 975 527

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

2. Increases

2.1 Deferred tax assets recognised in the year

a) rrelated to previous years

b) due to changes in accounting policies

c) other 2,697
2.2 New taxes or increases in tax rates

2.3 Other increases

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

3. Decreases
3.1 Deferred tax assets derecognised in the year
a) reversals 385 2,249
b) impairment due to non-recoverability
¢) due to changes in accounting policies
3.2 Decrease in tax rates

3.3 Other decreases

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses
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13.6 CHANGES IN DEFERRED TAX LIABILITIES (RECOGNISED IN EQUITY)

31.12.2017 31.12.2016

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

1. Opening balance 9,224 12,130

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

2. Increases
2.1 Deferred tax liabilities recognised in the year
a) related to previous years
b) due to changes in accounting policies
c) other 3,391
2.2 New taxes or increases in tax rates

2.3 Other increases

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

3. Decreases
3.1 Deferred tax liabilities derecognised in the year
a) reversals 1,424 6,297
b) due to changes in accounting policies
c) other
3.2 Decrease in tax rates

3.3 Other decreases

4. Closing balance 7,800 9,224

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

SECTION 15 - Other assets - Caption 150

15.1 OTHER ASSETS: BREAKDOWN

ASSETS/AMOUNTS 31.12.2017 31.12.2016

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

Withholding taxes paid on interest charged to customers and other tax assets 34,827 34,270
Negotiated cheques to be cleared 34,844 1,644
Matured securities and accrued interest to be collected 4,855 70
Currency differences on portfolio transactions - -
Commissions and other income to be charged 78,077 75,192
BIREL, transfers, SETIF, received messages to be charged, e-money 139,948 80,074
Sundry and residual items 68,753 38,914
Total 361,304 240,163

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

The caption “Sundry and residual items” includes the price adjustment of the investment in Bassilichi S.p.A., amounting to Euro
395 million.
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LIABILITIES
SECTION 1- Due to banks - Caption 10

1.1 DUE TO BANKS: BREAKDOWN BY PRODUCT

TYPE OF OPERATIONS/GROUP COMPONENTS 31.12.2017 31.12.2016
1Duetocentra|banks1’774362
2. Due to banks
2.1 Current accounts and demand deposits 878,371 813,346
2.2 Term deposits 124,428 215,440
2.3 Financing
2.3.1 repurchase agreements - -
2.3.2 other - -
2.4 Commitments to repurchase own equity instruments - -
2.5 Other liabilities 89,343 70,559
Total 1,093,916 1,100,207

Fair value - level 1
Fair value - level 2 1,093,916 1,100,207

Fair value - level 3

Total Fair value 1,093,916 1,100,207

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

SECTION 2 - Due to customers - Caption 20

2.1 DUE TO CUSTOMERS: BREAKDOWN BY PRODUCT

TYPE OF OPERATIONS/AMOUNTS 31.12.2017 31.12.2016
1. Current accounts and demand deposits 6,908,257 5157171
2. Term deposits 174 209
3. Financing

3.1 repurchase agreements 340,791 231,676

3.2 other - -
4. Commitments to repurchase own equity instruments - -
S. Other liabilities 556,155 839,068
Total 7,805,377 6,228,123

Fair value - level 1
Fair value - level 2 7,805,377 6,228,123

Fair value -level 3

Total Fair value 7,805,377 6,228,123

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses
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SECTION 4 - Financial liabilities held for trading - Caption 40

4.1 FINANCIAL LIABILITIES HELD FOR TRADING: BREAKDOWN BY PRODUCT

31.12.2017 31.12.2016
FV FV
TYPEOFOPERATIONS/ D R T PR B Y
GROUP COMPONENTS VN L1 L2 L3 FV* VN L1 L2 L3

0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscssscsscsscssosscs

A. Financial liabilities

1. Due to banks - - - - 69 90 - -

2. Due to customers 1 1 - - 302 348 - -

3. Debt instruments - - - - - . - -
3.1Bonds - - - - - . - -

3.1.1 Structured - - - - X . - _ _

3.1.2 Other - - - - X - - _ B,

3.2 Other securities - - - - - . - -

3.2.1 Structured - - - - X . - _ _

3.2.2 Other - - - - X - - R -

Total A 1 1 - - 371 438 - -
B. Derivatives

1. Financial derivatives

1.1 Trading X 5,670 X X 7,629
1.2 Associated with fair value option
1.3 Other
2. Credit derivatives

2.1Trading X X X
2.2 Associated with fair value option X X X
2.3 Other X X X

Total B X 5,670 - X X 7,629 -

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000c0ssscsscssccsscscsssosses

Total (A +B) X 1 5,670 = X X 438 7,629 =

0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscssscsscsscssosscs

Key

FV = fair value

FV* = fair value calculated by excluding changes in value due to changes in the issuer's credit standing compared to the issue date.
NA = nominal or notional amount

L1=levell
L2 =level 2
3=level3

SECTION 8 - Tax liabilities - Caption 80

Reference should be made to note 13 of assets for information on deferred tax liabilities.
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SECTION 10 - Other liabilities - Caption 100

10.1 OTHER LIABILITIES: BREAKDOWN

31.12.2017 31.12.2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

Tax liabilities, withholding taxes and other amounts to be paid 18,021 21,288
Cheques, cheque truncation flows to be credited 18,540 1,314
Securities, currency and premium transactions paid for options to be credited 1,934 1,757
Business unit to be settled - Bipielle 0 0
Due to employees 63,460 14,972
Other liabilities for expenses, commissions and interest to be paid 61,130 53,259
Prepaid debit cards 45,554 56,769
Currency differences on portfolio transactions 5,264 17,202
BIREL, transfers, payment flows to be credited, e-money 122,125 123,394
Sundry and residual items 48,600 7671

Total 384,628 307,626

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

The caption "Due to employees” includes the incentive for voluntary redundancy and solidarity fund.

SECTION 11 - Post-employment benefits - Caption 110

11.1 POST-EMPLOYMENT BENEFITS: CHANGES

31.12.2017 31.12.2016

A. Opening balance 1,422 12,149
B. Increases
B.1 Accruals 151 124
B.2 Other increases - 13
- including business combinations - -
C. Decreases
C.1 Payments 3,012 382
C.2 Other decreases 491 481
D. Closing balance 8,070 1,422

Total 8,070 11,422

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

11.2 OTHER INFORMATION

MAIN DEMOGRAPHIC AND ACTUARIAL ASSUMPTIONS USED TO MEASURE POST-EMPLOYMENT BENEFITS AS
AT 31 DECEMBER 2017

Mortality among aged pensioners Rates relating to Italians broken down by age and gender, published by ISTAT in 2000
and reduced by 25%

00 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scscscscsesesesescsosssnsosnsscnsse

Mortality among total and permanent  Rates inferred from the invalidity tables currently used by the reinsurance practice,
disability pensioners broken down by age and gender

00 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scscscscsesesesescsosssnsosnsscnsse

Advances 1.76%

00 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scscscscsesesesescsosssnsosnsscnsse

Turnover 1.86%

00 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scscscscsesesesescsosssnsosnsscnsse

Retirement Rate based on the satisfaction of the first requirement for the mandatory
general insurance

00 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scscscscsesesesescsosssnsosnsscnsse

Inflation 1.50%

00 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scscscscsesesesescsosssnsosnsscnsse

Annual discount rate 1.30%, inferred, in accordance with par. 83 of IAS 19, the index Iboxx Corporate AA 10+ duration
detected at the measurement date. To this end it was decided the performance with a duration
comparable to the duration of the collective of the evaluated employees

00 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scscscscsesesesescsosssnsosnsscnsse
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Sensitivity analysis

As required by IAS 19, the bank carried out a sensitivity analysis of the liability for post-employment benefits with reference to the
most significant actuarial assumptions. It aimed at showing how much the carrying amount of the liability would be affected by
reasonably possible variations in each of the assumptions. Specifically, the following table sets out the change in the liability for
post-employment benefits assuming that the main assumptions used increase or decrease.

CHANGE IN CHANGE IN

€000 POST-EMPLOYMENT POST-EMPLOYMENT
BENEFITS (AMOUNT) BENEFITS (PERCENTAGE)

000000000000 000000000000000000000000000000000000000000000000000000000000000000 60000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

Change in actuarial assumptions:
- Discount rate:
-0.50% 453 5.43%
0.50% -418 -5.01%

000000000000 000000000000000000000000000000000000000000000000000000000000000000 60000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

- Employee turnover
-0.50% 29 0.35%
0.50% -28 -0.33%

000000000000 000000000000000000000000000000000000000000000000000000000000000000 60000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

SECTION 12 - Provisions for risks and charges - Caption 120

12.1 PROVISIONS FOR RISKS AND CHARGES: BREAKDOWN

CAPTIONS/COMPONENTS 31.12.20717 31.12.2016

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

1. Internal pension funds 875 940
2. Other provisions for risks and charges 23,273 22,621
Total 24,148 23,561

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

12.2 PROVISIONS FOR RISKS AND CHARGES: CHANGES

CAPTIONS/COMPONENTS PENSION PLANS OTHER PROVISIONS TOTAL

A. Opening balance 940 22,621 23,561

0000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000s0esssssssscssscscscsosesessse

B. Increases -
B.1 Accruals 2,287 2,287
B.2 Discounting 8 8
B.3 Changes due to variations in discount rate -

B.4 Other increases - -

0000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000s0esssssssscssscscscsosesessse

C. Decreases -
C.1 Utilisations 68 1,635 1,703
C.2 Changes due to variations in discount rate 5 5
C.3 Other decreases -

D. Closing balance 875 23,273 24,148

0000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000s0esssssssscssscscscsosesessse

12.3 Defined benefit internal pension plans
1. Description and related risks

The liability for defined benefit internal pension plans includes the accruals made for the bank’s obligation to its former em-
ployees. The estimated liability amounts to € 875 thousand at the reporting date.

2. Changes in defined benefit plan liabilities (assets) and related repayment rights.

The present value of the defined benefit liability at 31 December 2016 amounts to €940 thousand. The bank paid benefits total-
ling €65 thousand during the year. The other changes relate to discounting costs.
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12.4 Provisions for risks and charges - Other provisions

The other provisions mainly relate to claims/litigation with respect to which an outlay of resources by the bank is deemed pro-
bable. They also include accruals for donations.

The decrease is a result of the elimination of existing risks, partly due to settlement of the related costs and partly to the release
of previously set-up provisions.

SECTION 14 - Equity - Captions 130, 150, 160, 170, 180, 190 and 200

14.1 “SHARE CAPITAL” AND “TREASURY SHARES”: BREAKDOWN

CAPTIONS/AMOUNTS 31.12.2017 31.12.2016

1. Share capital 42,557 42,557
2. Share premium 148,242 148,242
3. Reserves 1,692,494 1,712,313
4. Treasury shares (-) (32) (32)
5. Valuation reserves 60,531 62,562
6. Profit for the year 89,491 84,164

Total 2,033,283 2,049,806

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

14.2 SHARE CAPITAL - NUMBER OF SHARES: CHANGES

CAPTIONS/TYPES ORDINARY OTHER

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

A. Opening balance
- fully paid-in 14,185,790
- not fully paid-in
A Treasury shares (-) 75191

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

A.2 Outstanding shares: opening balance 14,110,599

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

B. Increases
B.1 New issues
- against consideration:
- business combinations
- bond conversions
- exercise of warrants
- other
- bonus issues:
- to employees
- to directors
- other
B.2 Sale of treasury shares

B.3 Other increases
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C. Decreases
C.1 Cancellations
C.2 Repurchases of treasury shares
C.3 Disposals of equity investments

C.4 Other decreases

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

D. Outstanding shares: closing balance 14,110,599
D. Treasury shares (+) 75,191
D.2 Closing balance 14,185,790

- fully paid-in 14,185,790
- not fully paid-in

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses
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The outstanding and fully paid-in shares number 14,185,790, while treasury shares in portfolio amount to 75,191,

14.4 INCOME-RELATED RESERVES: OTHER INFORMATION

AMOUNTS AS AT
31.12.2017 31.12.2016
Legal reserve 20,000 20,000
Statutory reserves
Other reserves 1,672,495 1,692,313
Total 1,692,495 1,712,313
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POSSIBLE UTILISATION OF RESERVES

DESCRIPTION 31.12.2017 31.12.2016 UTILISATION
Lega|~zoooozoooona~
Share premium reserve 148,242 148,242 a,b,c
Valuation reserves 46,219 46,219 a,b,c
Fair value reserve 15,599 17,702 d

Actuarial reserve -1,287 -1,358

Reserve for treasury shares in portfolio 32 32 e
Unrestricted reserve for treasury shares 746 746 a,b,c
Income-related reserves as per Law no. 289/2002 10,848 10,848 a,b,c
Gooduwill arising on merger 1,293,617 1,293,617 a,b,c
Other income-related reserves 367,252 387,070 a,b,c
Total reserves 1,901,268 1,923,117

000 60000060060000000000000600600600600600000006006006000000000000060040000006000060000000000068000 00000600000000000000000000000000000tsrostesrorsstorsstom
3 =to cover losses

b = dividends

¢ = capital increases

d = undistributable until realised

e = unusuable until sale of treasury shares in portfolio
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14.6 OTHER DISCLOSURES

1. Guarantees and commitments

OPERATIONS 31.12.2017 31.12.2016
1)F|nanc|a|guarantees|ssued101,550110351
a) Banks 2,421 322
b) Customers 99,129 110,029
2) Commercial guarantees issued 3,739 3,910
a) Banks - 83
b) Customers 3,739 3,827
3) Irrevocable commitments to disburse funds 179,145 110,930
a) Banks 129,402 1,247

i) certain use 129,402 1,247

ii) uncertain use - -

b) Customers 49,743 109,683

i) certain use 9,052 2,934

ii) uncertain use 40,691 106,749

4) Commitments underlying credit derivatives: protection sales - -
5) Assets pledged as collateral for third party commitments - -

6) Other commitments - -

Total 284,434 225,191

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

2. Assets pledged as guarantee for liabilities and commitments

PORTFOLIOS 31.12.2017 31.12.2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

1. Financial assets held for trading -
2. Financial assets at fair value through profit or loss -
3. Available-for-sale financial assets 102,100 98,288
4. Held-to-maturity investments -
5. Loans and receivables with banks -
6. Loans and receivables with customers -

7. Property, equipment and investment property -

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

Assets pledged as quarantee are mainly government bonds securing the bank’s operations in the relevant markets..
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4. MANAGEMENT AND TRADING ON BEHALF OF THIRD PARTIES

CAPTIONS/TYPES

31.12.2017

31.12.2016
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1. Execution of customer orders
a) Purchases
1. settled
2. unsettled
b) Sales
1. settled
2.unsettled
2. Asset management
a) individual
b) collective
3. Securities custody and administration

a) third party securities held as part of depository bank services (excluding
asset management)

1. securities issued by the reporting entity
2. other securities
b) third party securities on deposit (excluding asset management): other
1. securities issued by the reporting entity
2. other securities
c) third party securities deposited with third parties
d) securities owned by the bank deposited with third parties
4. Order collection and transmission
a) Purchases
1. settled
2. unsettled
b) Sales
1. settled
2. unsettled
5. Placement of secured and unsecured securities
a) Placement of unsecured securities

b) Placement of secured securities

24,954,867

24,355,604

51,546,933
51,546,933
65,791,721
39,694
65,752,027
100,324,138
2,471,922

1,604,579

1,457,839

461,790
6,500

21,844,663

22,076,792

48,247,564
48,247,564
72,051,407
39,694
72,011,713
103,822,347
3,116,743

1,277,278

1,372,114

506,738
3,803

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e
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Part C - Notes to the Income Statement

SECTION 1 - Interest - Captions 10 and 20

T.1INTEREST AND SIMILAR INCOME: BREAKDOWN

DEBT OTHER
CAPTIONS/CATEGORIES INSTRUMENTS FINANCING ASSETS 31.12.2017 31.12.2016
‘|F|nanc|a|assetshekjfortradmg443443396
2. Available-for-sale financial assets 27,697 - - 27,697 26,240
3. Held-to-maturity investments 131 - - 131 337
4. Loans and receivables with banks 195 7,705 1,724 9,624 6,308
5. Loans and receivables with customers - 19,846 2 19,848 15,385
6. Financial assets at fair value through profit or loss - - - - -
7. Hedging derivatives - - - - -
8. Other assets - 10 1,518 11,518 6,224
Total 28,466 27,551 13,244 69,260 54,890

0000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000csesssssosscsscsnsscsscsce

1.4 INTEREST AND SIMILAR EXPENSE: BREAKDOWN

CAPTIONS/CATEGORIES LIABILITIES SECURITIES OTHER 31.12.2017 31.12.2016

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0ssssscsscsscsnsscsncsce

1. Due to central banks - - - - _

2. Due to banks 2,215 - - 2,215 2,897
3. Due to customers 4,102 - - 4,103 1,873
4. Securities issued - - - - -
5. Financial liabilities held for trading 60 - - 60 41

6. Financial liabilities at fair value through
profit or loss - - - - -

7. Other liabilities and provisions - - 10,494 10,494 6,065
8. Hedging derivatives - - - - _

Total 6,377 = 10,494 16,871 10,876

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0ssssscsscsscsnsscsncsce
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SECTION 2 - Fees and commissions - Captions 40 and 50

2.1 FEE AND COMMISSION INCOME: BREAKDOWN

TYPE OF SERVICES/SECTORS 31.12.2017 31.12.2016

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

a) guarantees issued 177 177
b) credit derivatives - -
¢) management, brokerage and consultancy services: - -
1. trading in financial instruments 10,556 10,452
2. foreign currency transactions - -

3. asset management - -

3.1individual - -

3.2 collective - -
4. securities custody and administration 5,086 4,889
S. depository services 51,449 48,779
6. securities placement 1,482 1,861
7. order collection 1,863 1,618
8. consultancy services 237 207

8.1 concerning investments
8.2 concerning financial structure 237 207
9. distribution of third party services - -
9.1 asset management - -
9.1.1individual - -
9.1.2 collective - -
9.2 insurance products - -
9.3 other products - -
d) collection and payment services 55,586 61,519
e) servicing services for securitisations - -
f) services for factoring transactions - -
g) tax collection services - -
h) management of multilateral trading systems - -
i) keeping and management of current accounts - -
) other services 4,003 3,945

Total 130,439 133,448
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2.2 FEE AND COMMISSION INCOME: DISTRIBUTION CHANNELS OF PRODUCTS AND SERVICES

CHANNELS/SECTORS 31.12.2017 31.12.2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

a) bank branches:

1. asset management

2. securities placement

3. third party services and products
b) off premises:

1. asset management

2. securities placement

3. third party services and products
c) other distribution channels:

1. asset management

2. securities placement 1,482 1,861

3. third party services and products

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

2.3 FEE AND COMMISSION EXPENSE: BREAKDOWN

SERVICES/SECTORS 31.12.2017 31.12.2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

a) guarantees received 55 50
b) credit derivatives - -
c) management and brokerage services:

1. trading in financial instruments 513 343

2. foreign currency transactions 64 53

3. asset management:
3.1 own portfolio

3.2 third party portfolios

4. securities custody and administration 6,165 5,780
5. placement of financial instruments 1,293 1,695
6. securities settlement 1,743 1,924
7. off-premises distribution of financial instruments, products and services - -
d) collection and payment services 16,660 20,631
e) other services 3,382 3,560
Total 29,875 34,036
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SECTION 3 - Dividends and similar income - Item 70

3.1 DIVIDENDS AND SIMILAR INCOME: BREAKDOWN

31.12.2017 31.12.2016

INCOME FROM INCOME FROM

CAPTIONS/INCOME DIVIDENDS OEIC UNITS DIVIDENDS OEIC UNITS
A. Financial assets held for trading 16 4
B. Available-for-sale financial assets 1,567 419

C. Financial assets at fair value

through profit or loss - -
D. Equity investments 89,801 95,543

Total 91,385 = 95,966 =

000000 00000000000000000000000000000000000000000000000000000000000000 0000000000000000000000000000000000000000000000000000000 s000scscscsesesssesnsscnsns o
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SECTION 4 - Net trading income - Caption 80

4.1 NET TRADING INCOME: BREAKDOWN

TRADING TRADING NET TRADING
GAINS INCOME LOSSES LOSSES INCOME
OPERATIONS/EARNING COMPONENTS (A) (B) © (D) [(A+B)-(c+D)]
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1. Financial assets held for trading
1.1 Debt instruments 143 3,116 235 363 2,661
1.2 Equity instruments - 662 3 414 245
1.3 OEIC units - - - 13 -13
1.4 Financing - - - - -
1.5 Other - - - - -

2. Financial liabilities
held for trading

2.1 Debt instruments - - - - _
2.2 Liabilities - - - R _
2.3 Other - - - R i

3. Other financial assets and
liabilities: net exchange rate gains - - - - 1,652

4, Derivatives - - - - -
4.1 Financial derivatives: - - - - -

- On debt instruments and
interest rates - - - - -

- On equity instruments
and equity indexes 80 8,117 63 7,395 739

- On currencies and gold - - - , -
- Other - - : - -
4.2 Credit derivatives - - - . ,

Total 223 11,895 301 8,185 5,284
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SECTION 6 - Gain (loss) from sales/repurchases - Caption 100

6.1 NET GAIN FROM SALES OR REPURCHASES: BREAKDOWN

31.12.2017 31.12.2016
CAPTIONSIEARNING D R R R R P T R R T T
COMPONENTS GAIN LOSS NET GAIN GAIN LOSS NET GAIN

000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0cscssesosscsscsscsnssce

Financial assets - -
1. Loans and receivables with banks - -

2. Loans and receivables with
customers - -

3. Available-for-sale financial assets - -
3.1 Debt instruments - - - -
3.2 Equity instruments 2n - 2mn - - -
3.3 OEIC units 6,800 - 6,800 - -
3.4 Financing - -

4. Held-to-maturity investments - - - - - _
Total assets 7,011 - 7,011 - - -

Financial liabilities - -
1. Due to banks - -
2. Due to customers - -
3. Securities issued - -

Total liabilities - - = o - -

000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0cscssesosscsscsscsnssce

The gain from OEIC are related to the sale in H2 2017 of the shares in investment fund.

SECTION 8 - Net impairment losses - Caption 130

8.2 IMPAIRMENT LOSSES ON AFS FINANCIAL ASSETS: BREAKDOWN

REVERSALS OF IMPAIRMENT
IMPAIRMENT LOSSES LOSSES
) (2)

Seececesecsecesecsssesesesscsesecesecseses eseesesesecsesecesecsesesecsesesesessesn0

INDIVIDUAL INDIVIDUAL TOTAL TOTAL
OPERATIONSIEARNING 0000000 0000000000000000000000000000000000e 0000000000000 0000e0sesecsscsecsecssessoss s 31.12.2017 31.12.2016
COMPONENTS DERECOGNITION OTHER A B 3)=(M-(2) 3)=(1)-(2)

000 00000000000000000000000000 6000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000esscsossssoscssnsssssss

A. Debt instruments

B. Equity instruments 392 392 700
C. OEIC units 3,507 3,507 1,512
D. Financing to banks

E. Financing to customers

F. Total = 3,899 = = 3,899 2,212

000 00000000000000000000000000 6000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000esscsossssoscssnsssssss

Key
A= from interest
B =other reversals
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SECTION 9 - Administrative expenses - Caption 150

9.1 PERSONNEL EXPENSE: BREAKDOWN

TYPE OF EXPENSE/AMOUNTS 31.12.2017 31.12.2016
1)Emp|oyees134’32334605
a) wages and salaries 60,284 63,142
b) social security charges 15,329 14,753
c) post-employment benefits 283 390
d) pension costs 15 167
e) accrual for post-employment benefits 59 124

f) accrual for pension and similar provisions: - -
- defined contribution plans - -
- defined benefit plans - -
g) payments to external supplementary pension funds:
- defined contribution plans 4,186 3,934
- defined benefit plans - -
h) costs of share-based payment plans - -

i) other employee benefits 54,567 2,095
2) Other personnel 783 2,137
3) Directors and statutory auditors 1,208 1,130
4) Retired personnel - -
5) Cost recoveries for employees seconded to other companies -2,969 -704
6) Cost reimbursements for third party employees seconded to the bank 3,340 -
Total 137,185 87,168
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The caption "Other employee benefits’, mainly includes the incentives for voluntary redundancy and solidarity fund.

9.2 AVERAGE NUMBER OF EMPLOYEES PER CATEGORY

31.12.2017 31.12.2016
a) managers 41 35
b) junior managers 379 368
c) other employees 375 417
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9.3 Defined benefit internal pension plans: costs and revenue
The defined benefit internal pension plan currently only covers former employees as the present fund is a defined contribution
benefit plan.

Costs recognised in profit or loss for the defined benefit plan (mainly interest expense) amount to € 8.0 thousand.

There are no plan assets.
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9.5 OTHER ADMINISTRATIVE EXPENSES: BREAKDOWN

TYPE OF EXPENSE 31.12.2017 31.12.2016
dataprocessmgzsgy 36832
- post office, valuables transportation and couriers 973 1,127
- external services 9,524 10,219
- interbank network traffic 6,248 8,982
- IT connections and automation costs 4,057 3,923
- access to markets 2,212 2,145
- professional services 20,087 28,912
- agents' commissions 1,503 1,446
- bank draft books vl 124
- maintenance and lease 19,100 1,045
- building running costs, leases, heating and lighting 5,220 5115
- stationery and printed matter 219 225
- insurance 505 453
- telegraph, telephone and telex 441 548

- card processing - -

- outsourcing back office - _

- membership fees 1,453 1,448
- surveillance and cleaning 730 755
- other 6,841 7,207
- taxes and duties 2,761 2,493
Total 110,876 123,000
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SECTION 10 - Net accruals to provisions for risks and charges - Caption 160

10.1 NET ACCRUALS TO PROVISIONS FOR RISKS AND CHARGES: BREAKDOWN

TYPE OF EXPENSE 31.12.2017 31.12.2016
Accruals to provisions 1,418 1,519
Total 1,418 1,519
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SECTION 11 - Depreciation and net impairment losses on property, equipment and
investment property - Caption 170

11.1 DEPRECIATION AND NET IMPAIRMENT LOSSES ON PROPERTY, EQUIPMENT AND
INVESTMENT PROPERTY: BREAKDOWN

REVERSALS OF

IMPAIRMENT CARRYING

AMORTISATION IMPAIRMENT LOSSES LOSSES AMOUNT

ASSETS/EARNING COMPONENTS (A) (B) (©) (A+B-C)
A. Property, equipment and investment property

Al Owned
- Property and equipment 907 907
- Investment property 1,426 1,426

A.2 Under finance lease
- Property and equipment
- Investment property
Total 2,333 - - 2,333
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SECTION 12 - Amortisation and net impairment losses on intangible assets - Caption 180

12.1 AMORTISATION AND NET IMPAIRMENT LOSSES ON INTANGIBLE ASSETS: BREAKDOWN

REVERSALS OF
IMPAIRMENT IMPAIRMENT CARRYING
AMORTISATION LOSSES LOSSES AMOUNT
ASSETS/EARNING COMPONENTS (A) (B) © (A+B-C)
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A. Intangible assets -
A1 Owned -

- Generated internally -

- Other 16,389 - 16,389

A.2 Under finance lease -

Total 16,389 = = 16,389
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SECTION 13 - Other operating expense and income - Caption 190

13.1 OTHER OPERATING EXPENSE: BREAKDOWNE

31.12.2017 31.12.2016

Other Costs 2,135 2,180
Transfer of revenue from services 3,842 4,046

Total 5,977 6,226
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13.2 OTHER OPERATING INCOME: BREAKDOWN

31.12.2017 31.12.2016

Lease income 1,485 1,546
Services 76,846 74,027
Recoveries of stamp duties from customers and post office expenses 145 215
Other income 2,907 3,029

Total 81,383 78,816
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SECTION 14 - Share of profits of investees - Caption 210

14.1 SHARE OF PROFITS OF INVESTEES: BREAKDOWN

EARNING COMPONENTS/AMOUNTS 31.12.2017 31.12.2016

00 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 60000scsesssscsesssssscscsnsscses

A.Income
1. Fair value gains
2. Gains on sales 14,590 -
3. Reversals of impairment losses
4, Other income
B. Costs
1. Fair value losses 22,035
2. Impairment losses
3. Losses on sales

4. Other costs

Net profits (losses) 14,590 -22,035
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Gains on sales are referred to the sale of the "TAPF" business unit.

SECTION 17 - Gains (losses) on sales of investments - Caption 240

17.1 NET GAINS ON SALES OF INVESTMENTS: BREAKDOWN

EARNING COMPONENTS/AMOUNTS 31.12.2017 31.12.2016
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A. Property
- Gains on sales - -
- Losses on sales - -
B. Other assets
- Gains on sales - -
- Losses on sales 7 -

Net gains -7 -
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SECTION 18 - Income taxes - Caption 260

18.1 INCOME TAXES: BREAKDOWN

EARNING COMPONENTS/AMOUNTS 31.12.2017 31.12.2016

1. Current taxes 11,886 21,310
2. Changein current taxes from previous years (+/-) 1,924 -564
3. Decrease in current taxes for the year (+)

3.bis Decrease in current taxes for the year due to
tax assets as per Law no. 214/2011 (+)

4. Change in deferred tax assets (+/-) 1,087 583
5. Change in deferred tax liabilities (+/-) 74 -78
6. Taxexpense for the year (-) 14,971 21,251
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18.2 RECONCILIATION BETWEEN THE THEORETICAL AND EFFECTIVE IRES TAX EXPENSE

IRES 31.12.20717 31.12.2016

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

Reconciliation between the theoretical and effective tax rate

Theoretical tax rate 27.5% 27.5%
Tax exempt income and other decreases -52.46% -82.7%
Non-deductible costs 1.5% 16.7%
Effective tax rate -23.46% -38.5%

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

18.3 RECONCILIATION BETWEEN THE THEORETICAL AND EFFECTIVE IRAP TAX EXPENSE

IRAP 31.12.2017 31.12.2016

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

Reconciliation between the theoretical and effective tax rate:

Theoretical tax rate 5.57% 5.57%
Tax exempt income and other decreases -5.1% -8.2%
Non-deductible costs 29% 74%
Effective tax rate 3.4% 4.7%

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e
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Part D - Comprehensive income

BREAKDOWN OF COMPREHENSIVE INCOME

GROSS
CAPTIONS AMOUNT INCOME TAX NET AMOUNT
10.  Profit for the year X X 89,490,653

Items that will not be reclassified subsequently to profit or loss
20. Property, equipment and investment property
30. Intangible assets
40. Defined benefit plans 97,345 -26,770 70,575
50. Non-current assets held for sale
60. Share of valuation reserves of equity-accounted investees
Items that will be reclassified subsequently to profit or loss
70. Hedges of investments in foreign operations:
a) fair value gains (losses)
b) reclassification to profit or loss
c) other changes
80. Exchange rate gains (losses):
a) unrealised gains (losses)
b) reclassification to profit or loss
c) other changes
90. Cash flow hedges:
a) fair value gains (losses)
b) reclassification to profit or loss
c) other changes
100. Available-for-sale financial assets:
a) fair value gains (losses) -3,140,780 1,038,656 -2,102,124
b) reclassification to profit or loss:
- impairment losses
- gains/losses on sales
¢) other changes
110. Non-current assets held for sale:
a) fair value gains (losses)
b) reclassification to profit or loss
c) other changes
120. Share of valuation reserves of equity-accounted investees:
a) fair value gains (losses)
b) reclassification to profit or loss:
- impairment losses
- gains/losses on sales

c) other changes

130. Other comprehensive expense -3,043,436 1,011,887 -2,031,549

140. Comprehensive income (expense) (captions 10 + 130) -3,043,436 1,011,887 87,459,104

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sesesosocscsscsnsscscsnsnsscsce
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Part E - Risks and related hedging policies

Introduction

In this part of the Notes provides the quantitative information on risks relative to Nexi parent company. For qualitative methods
on the risk management and monitoring information on the organization of the Bank's risk management, on its processes and
key functions, risk culture within the Bank and on the ways in which it is quaranteed diffusion, the main risks arising from the

business model of the Bank, the risk appetite and the way in which these risks are managed, the use of stress tests under the
governance of risk strategies, see this exhibition in Part E of the Notes consolidated.

SECTION 1 - Credit risk
QUALITATIVE DISCLOSURE

Qualitative informations are explained in part E of consolidated financial statements.

A. CREDIT QUALITY

A.JIMPAIRED AND UNIMPAIRED LOANS: CARRYING AMOUNT, IMPAIRMENT LOSSES, PERFOR-
MANCE, BUSINESS AND GEOGRAPHICAL DISTRIBUTION

A.1.1Breakdown of financial assets by portfolio and credit quality (carrying amount)

NON- IMPAIRED UNPAIRED OTHER

PERFORMING PROBABLE PAST DUE PAST DUE UNIMPAIRED
PORTFOLIOS/QUALITY LOANS DEFAULT LOANS LOANS EXPOSURES TOTAL
1. Available-for-sale financial assets - - - - 2,501,990 2,501,990
2. Held-to-maturity investments - - - - 4,966 4,966
3. Loans and receivables with banks - - - - 795,195 795,195

4. Loans and receivables

with customers 391 - - - 2,092,076 2,092,467

5. Financial assets at fair value
through profit or loss - - - - _ -

6. Financial assets held for sale - - - - R -

Total 31.12.2017

Total 31.12.2016 5,504,969 5,505,360
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A.1.2 Breakdown of financial assets by portfolio and credit quality
(gross amount and carrying amount)

IMPAIRED ASSETS UNIMPAIRED ASSETS

R R Y TOTAL

PORTFOLIOS/ GROSS INDIVIDUAL CARRYING GROSS COLLECTIVE CARRYING (CARRYING
QUALITY AMOUNT IMPAIRMENT AMOUNT AMOUNT IMPAIRMENT AMOUNT AMOUNT)

1. Available-for-sale
financial assets - - - 2,501,990 - 2,501,990 2,501,990

2. Held-to-maturity
investments - - - 4966 - 4966 4,966

3. Loans and
receivables with
banks - - - 795,195 - 795,195 795,195

4. Loans and

receivables with

customers 2,088 1,697 391 2,092,076 - 2,092,076 2,092,467
5. Financial assets at

fair value through
profit or loss - - - - - - -

6. Financial assets
held for sale - - - - - - -

Total 31.12.2017 2,088 1,697 391 5,394,227 = 5,394,227 5,394,618

Total 31.12.2016 2,139 1,748 391 5,504,970 = 5,504,970 5,505,360

00 0000000000000 0000000000 600000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsscsscsccssccscssce

ASSETS WITH POOR CREDIT QUALITY OTHER ASSETS

Geesecececscscsesesecsesesecssscsesesecscsess seseseccscscesesene e

CUMULATED
IMPAIRMENT CARRYING CARRYING
PORTFOLIOS/QUALITY LOSSES AMOUNT AMOUNT

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000000000000000000000000000000000000000000000crscscssssesccsscnsnsesce

1. Financial assets held for trading - - 17,376
2. Hedging derivatives - - -

Total 31.12.2017

cecesecscces 0000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscsssscsmosescssssssnse
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A.1.3 Loans and receivables with banks on and off-statement of financial position: gross
amounts, carrying amounts and past due brackets

GROSS AMOUNT
IMPAIRED ASSETS
FROM FROM 6

TYPE OF EXPOSURES/ UPTO3 3TO6 MONTHS AFTERT UNIMPAIRED INDIVIDUAL COLLECTIVE CARRYING
AMOUNTS MONTHS MONTHS TO1YEAR YEAR ASSETS IMPAIRMENT IMPAIRMENT AMOUNT
A.ON-STATEMENT

OF FINANCIAL

POSITION
a) Non-performing loans - - - - - - - -

- including: negotiated
exposures - - - - - - - -

b) Probable defaults - - - - - R _ R

- including: negotiated
exposures - - - - - - - -

¢) Impaired past due loans - - - - R R R .

- including: negotiated
exposures - - - - - - - -

d) Unimpaired past due
loans - - - - - - - -

- including: negotiated
exposures - - - - - - - -

e) Other unimpaired
exposures - - - - 811,859 - - 811,859

- including: negotiated
exposures - - - - - - - -
Total A = = = = 811,859 = = 811,859

B. OFF-STATEMENT
OF FINANCIAL
POSITION

a) Impaired - - - - - - - -
b) Other - - - - 5,687 - - 5,687

Total B 5,687 5,687

Total A+B 817,546 817,546

0000000000000 00000000000000000 00000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssssssscsssscsscsssse
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A.1.6 Loans and receivables with customers on and off-statement of financial position: gross
amounts, carrying amounts and past due brackets

GROSS AMOUNT

sesecscssecscssecscssecscssecscscecscssscscssecscssecscssecsssseesese

IMPAIRED ASSETS

B Y R P P Ry P PR PR Y

FROM FROM 6
TYPE OF EXPOSURES/ UPTO3 3TO6 MONTHS AFTERT  UNIMPAIRED INDIVIDUAL  COLLECTIVE CARRYING
AMOUNTS MONTHS MONTHS TO1YEAR YEAR ASSETS IMPAIRMENT  IMPAIRMENT AMOUNT

00 0000000000000000000000000000 600000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sesscsosscsscsssscsscsce

A. ON-STATEMENT
OF FINANCIAL
POSITION

a) Non-performing loans - - - 2,088 - 1,697 - 391

- including: negotiated
exposures - - - - - - - -

b) Probable defaults - - - - - - - _

- including: negotiated
exposures - - - - - - - -

¢) Impaired past due loans - - - - - - R _

- including: negotiated
exposures - - - - - - - -

d) Unimpaired past due
loans - - - - - - - -

- including: negotiated
exposures - - - - - - - -

e) Other unimpaired
exposures - - - - 4,598,265 - - 4,598,265

- including: negotiated
exposures - - - - - - - -
Total A = = - 2,088 4,598,266 1,697 = 4,598,656

B. OFF-STATEMENT
OF FINANCIAL
POSITION
a) Impaired - - - - - - - -

b) Other - - - - 599,941 - - 599,941
Total B 599,941 = 599,941

00 000000000000000000000000000 000000000000 000000000000000000000000000000000060008000000000000000000000000000000000000000000000000000000000000000000000000 s

Total A+B = = - 2,088 5,198,206 1,697 = 5,198,597

00 0000000000000000000000000000 600000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sesscsosscsscsssscsscsce
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A.1.7 On-statement of financial position loans and receivables with customers: gross impaired
positions

NON-PERFORMING PROBABLE IMPAIRED
PURPOSES/CATEGORIES LOANS DEFAULTS PAST DUE LOANS

0000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000 0000000000000000000000000000esssssssscssscsscsesesesessse

A. Gross opening balance 2,139 - -

- including: positions transferred but not derecognised

0000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000 0000000000000000000000000000esssssssscssscsscsesesesessse

B. Increases
B.1transfers from performing loans - - -
B.2 transfers from other impaired - - -
loan categories - - -
B.3 Otherincreases - - -
C. Decreases - - -
CJtransfers to performing loans - - -
C.2 derecognitions - - -
C.3 collections 51 - -
C.4 gains on sales - - -
C.5losses on sales
C.6 transfers to other impaired - - -
loan categories - - -

C.7 other decreases - - _

0000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000 0000000000000000000000000000esssssssscssscsscsesesesessse

D. Groo closing balance 2,088 - -

- including: positions transferred but not derecognised

0000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000 0000000000000000000000000000esssssssscssscsscsesesesessse

A.1.8 On-statement of financial position loans and receivables with customers: changes
in impaired positions

NON-PERFORMING LOANS PROBABLE DEFAULTS IMPAIRED PAST DUE LOANS

0000000000 000000000000000000000000 6 000000000000000000000000000000000 s 00000000 sesesesesesescscssssssssn0e o

INCLUDING: INCLUDING: INCLUDING:
NEGOTIATED NEGOTIATED NEGOTIATED
PURPOSES/CATEGORIES TOTAL EXPOSURES TOTAL EXPOSURES TOTAL EXPOSURES

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssssscsscsscsscsnssesse

A. Opening balance 1,748

- including: positions transferred
but not derecognised

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssssscsscsscsscsnssesse

B. Increases
B.1impairment losses -
B.1 bis losses on sales
B.2 transfers from other impaired
exposure categories
B.3 otherincreases
C. Decreases
C.1fair value gains

C.2 reversals of impairment losses
due to collection 51

C.3 gains on sales -
C.4 derecognitions
C.5transfers to other impaired

exposure categories

C.6 other decreases

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssssscsscsscsscsnssesse

D. Closing balance 1,697

- including: positions transferred
but not derecognised

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssssscsscsscsscsnssesse
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A.3 BREAKDOWN OF GUARANTEED EXPOSURE BY TYPE OF GUARANTEE

A.3.1 Guaranteed loans and receivables with banks

PERSONAL GUARANTEES (2)
COLLATERAL(D eeeeececssssssessecccsssssseesecetsssssseececctssssesseccccsssssessecccsssssses s
eeeeeescesscessccssccesscnsscessccssccsssenans CREDIT DERIVATIVES ENDORSEMENT CREDITS
OTHER DERIVATIVES
PROPERTY ceeesscesssccssssccssscccsssccnsanen
UNDER GOVERNMENT  OTHER GOVERNMENT  OTHER
NET MORTGAGED FINANCE OTHER AND CENTRAL GOV. AND CENTRAL GOV.

AMOUNT  PROPERTY LEASE SECURITIES COLLATERAL CNL BANKS AGENCIES BANKS OTHER BANKS AGENCIES BANKS OTHER

000 000000000000000000000000000000000000000000000000000000000600000000000600000000000000000000000000000000000000000000000000000000000000000000000sssssccssssssssccscsscsse

1. On-statement of
financial position
guaranteed loans:

11.fully quaranteed 136,217 - - 135886 - - - - - - - -

-including:
impaired - - - - - B B . N B N

1.2. partly quaranteed - - - - - - - B _ _ _

-including:
impaired - - - - - . . B _ _ _

TOTAL
(12)

135,886

000 000000000000000000000000000000000000000000000000000000000600000000000600000000000000000000000000000000000000000000000000000000000000000000000sssssccssssssssccscsscsse

2. Off-statement of
financial position
guaranteed loans:

21 fully guaranteed - - - - - - - - B N B
-including:
impaired - - - - - . . - _ _ _
2.2. partly
guaranteed - - - - - - B N - B N B
-including:
impaired - - - - - - _ B _ _ _

000 000000000000000000000000000000000000000000000000000000000600000000000600000000000000000000000000000000000000000000000000000000000000000000000sssssccssssssssccscsscsse
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A.3.2 Guaranteed loans and receivables with customers

PERSONAL GUARANTEES (2)
COLLATERAL(1) 40eeeececssssssessecccsssssseesececsssssseesecccsssssssecccctssssssseccccttssssee s
ceeecessccescccssscssscsssccssccssscnsscnssans CREDIT DERIVATIVES ENDORSEMENT CREDITS

Gecececesececscscsesesesesecscscseseseses seecesesesesesecesesesesesesesesesese o

OTHER DERIVATIVES
PROPERTY R R R P PP PP RIRY
UNDER GOVERNMENT  OTHER GOVERNMENT  OTHER
NET MORTGAGED FINANCE OTHER ANDCENTRAL  GOV. AND CENTRAL Gov. TOTAL
AMOUNT  PROPERTY  LEASE SECURITIES COLLATERAL CNL BANKSIAGENCIES BANKS OTHER BANKS AGENCIES BANKS OTHER (1+2)

00000 00000000000000000000000000000000000000000000000000000006000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssssccsccssssssossonss

1. On-statement of
financial position
guaranteed loans:

11.fully quaranteed 204,548 - - 203819 - - - - - - - - - - 203,819

-including:
impaired - - - - - - . - - - B ) N B

1.2. partly quaranteed - - - - .- - - - - - - - ) B

-including:
impaired - - - - - - - N - - - - - B

00000 00000000000000000000000000000000000000000000000000000006000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssssccsccssssssossonss

2. Off-statement of
financial position
guaranteed loans:
21 fully guaranteed - - - - - - - - - - - - B i -

-including:
impaired - - - - - - - - N . - i - - B
22. partly
guaranteed - - - - - - - . - - - B . B N
-including:
impaired - - - - - - - - - - . _ _ _

00000 00000000000000000000000000000000000000000000000000000006000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssssccsccssssssossonss
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B. BREAKDOWN AND CONCENTRATION OF CREDIT EXPOSURE

B.1 BREAKDOWN OF LOANS AND RECEIVABLES WITH CUSTOMERS ON AND OFF-STATEMENT OF
FINANCIAL POSITION BY BUSINESS SEGMENT (CARRYING AMOUNT)

GOVERNMENTS AND OTHER GOVERNMENT
CENTRAL BANKS AGENCIES ... FINANCIAL COMPANIES

Geecececesecscsecesecscsesesesecses s seesececscsesesesssscsesesesstseses o

[ = = = = =
O 3z 5z O 3z 5z O 3z 5z
£z 3s s 22 3s ks £3 3= Es
%o Sg e %0 2z - %3 oz s
oS 2g = es 2z = ez 23 =
g oa Sm g Qa sn g Oa 3&
v 2= O v 2= O=s hd 2= 0=

EXPOSURES/COUNTER PARTS

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscscsssscsscsscessscssossscce

A. On-statement of financial
position

A1 Non-performing loans - - - - - - 391 1,491 -

- including: negotiated
exposures - - - - - - - - -

A.2 Probable defaults - - - - - - B, R _

- including: negotiated
exposures - - - - - - - - -

A.3Impaired past due loans - - - - - - - - i

- including: negotiated

exposures - - - - - - - - -
A4 Unimpaired exposures 2,502,302 - - 1,348 - - 1,983,856 - -
- including: negotiated
exposures - - - - - - - - -
Total A 2,502,302 - - 1,348 - - 1,984,246 1,491 -

B. Off-statement of financial
position

B.1 Non-performing loans - - - - - - - - -
B.2 Probable defaults - - - - - - . - -
B.3 Other impaired assets - - - - - - - _ i,
B.4 Unimpaired exposures 129,063 - - 263 - - 143,035 - -

Total B 129,063 = = = - 143,035 =

00 0000000000000000000000000000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssesscssssssssssscss

Total (A + B) 31.12.2017 2,631,365 = = 1,611 = - 2,127,281 1,491

Total (A + B) 31.12.2016 3,172,292 = = = - 1,797,989 1,491

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscscsssscsscsscessscssossscce
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INSURANCE COMPANIES NON-FINANCIAL COMPANIES OTHER

00 00000000000000000000000000000000000000 ©00000000000000000000000000000000000000s 0000000sscscsesesesesesssssssssscscscsese

CARRYING
AMOUNT
INDIVIDUAL
IMPAIRMENT
COLLECTIVE
IMPAIRMENT
CARRYING
AMOUNT
INDIVIDUAL
IMPAIRMENT
COLLECTIVE
IMPAIRMENT
CARRYING
AMOUNT
INDIVIDUAL
IMPAIRMENT
COLLECTIVE
IMPAIRMENT

EXPOSURES/COUNTER
PARTS

A. On-statement of
financial position

A1 Non-performing
loans - - - - 206 - - - -
- including:
negotiated
exposures - - - - - - - - -

A.2 Probable defaults - - - - - - - - -
-including:
negotiated
exposures - - - - - - - - -
A.3 Impaired
past due loans - - - - - - - _ -
- including:
negotiated
exposures - - - - - - , - _
A4 Unimpaired
exposures 10,866 - - 97,554 - - 2,339 - -
- including:
negotiated
exposures - - - - - - . - _

Total A L [0:1.7.) - - 97,554 206 - 2,339 - -
B. Off-statement of
financial position - - - - - - - - -

B.1 Non-performing
loans - - - - - - - - -

B.2 Probable defaults - - - - - - - R R

B.3 Other impaired
assets - - - - - - - - -

B.4 Unimpaired
exposures 7128 - - 738 - - - N -

Total B 7,128

00 000000000000000000000000 0000000000000 00000000000000600000000000000000000000000000000000000000000000000000000000000000000scsssescscscssssesscsscscsssscs

Total (A + B) 31.12.2017 17,994 = = 98,292 206 = 2,339 = =

Total (A + B) 31.12.2016 153 = = 2,036 257 = 2,182 = =

000000000000 000000000000000 0000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssscsossscscsssscscsse
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B.2 BREAKDOWN OF LOANS AND RECEIVABLES WITH CUSTOMERS ON AND OFF-STATEMENT
OF FINANCIAL POSITION BY GEOGRAPHICAL SEGMENT (CARRYING AMOUNT)

OTHER EUROPEAN REST OF THE
ITALY COUNTRIES AMERICAS ASIA WORLD

0 0000000000000000000000s $000000000000000000008 000000000000000000008 000000000000 00000000s se0seces0s0s0ess00 e

CARRYING
AMOUNT
TOTAL
IMPAIRMENT
CARRYING
AMOUNT
TOTAL
IMPAIRMENT
CARRYING
AMOUNT
TOTAL
IMPAIRMENT
CARRYING
AMOUNT
TOTAL
IMPAIRMENT
CARRYING
AMOUNT
TOTAL
IMPAIRMENT

EXPOSURES/
GEOGRAPHICAL AREAS

00 0000000000000000000000000000000000 00000000000000000000000000000000000000000000000000000000000000sscsesssscssscscsnsscse

A. On-statement of financial
position

B R R Y PP PR PP

A1 Non-performing loans 391 1,697 - - - - - - - _
A.2 Probable defaults - - - - - - - - -
A.3 Impaired past due loans - - - - - - - - - -
A.4 Unimpaired exposures 4,586,230 - 10,625 - 1,410 - - - - -

Total A 4,586,620 1,697 10,625

B. Off-statement of financial
position

B.1 Non-performing loans - - - - - - - - -
B.2 Probable defaults - - - - - - - _ _
B.3 Other impaired assets - - - - - - - R _
B.4 Unimpaired exposures 280,194 - 18 - 16 - - - - -

Total B 280,194 =

00 000000000000000000000000000000000 000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000scssssosscssssssssses

Total (A + B) 31.12.2017 4,866,814 1,697 10,643 = 1,426 = = = = =

00 000000000000000000000000000000000 000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000scssssosscssssssssses

Total (A + B) 31.12.2016 4,960,660 1,748 13,577 = = = = =

00 0000000000000000000000000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssssscsscsossscscsscssssse
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B.3 BREAKDOWN OF LOANS AND RECEIVABLES WITH BANKS ON AND OFF-STATEMENT
OF FINANCIAL POSITION BY GEOGRAPHICAL SEGMENT (CARRYING AMOUNT)

OTHER EUROPEAN REST OF THE
ITALY COUNTRIES AMERICAS ASIA WORLD

000000000000 000000000s ©000000000000000000008 $00000000000000000000s 000000000 s0s000R00000e 0000 secc 000000000000

NET AMOUNT
TOTAL
IMPAIRMENT
NET
AMOUNT
TOTAL
IMPAIRMENT
NET
AMOUNT
TOTAL
IMPAIRMENT
NET
AMOUNT
TOTAL
IMPAIRMENT
NET
AMOUNT
TOTAL
IMPAIRMENT

EXPOSURES/
GEOGRAPHICAL AREAS

0 00000000000000000000000000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000csesssscsscsscsscsssse

A. On-statement of financial
position

A.1 Non-performing loans - - - - - - - . - R
A.2 Probable defaults - - - - - - - . - R
A.3 Impaired past due loans - - - - - - . - - B,
A.4 Unimpaired exposures 734,558 - 37,542 - 27,359 - 8,736 - 3,663 -

Total A 734,558 - 37,542 = 27,359 = 8,736 = 3,663 =

B. Off-statement of financial
position
B.1 Non-performing loans - - - - - - - - - -
B.2 Probable defaults - - - - - - : - _ _
B.3 Other impaired assets - - - - - - - - _ i
B.4 Unimpaired exposures 4,633 - 1,055 - - - - - - -

Total B 4,633 = 1,055

00000000000 000000000000000000000000 0000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000o.

Total (A + B) 31.12.2017 739,191 - 38,597 = 27,359 = 8,736 = 3,663 =

00000000000 000000000000000000000000 0000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000o.

Total (A +B) 31.12.2016 714,947 = 39,315 = 8,004 = 5,303 = =

0 00000000000000000000000000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000csesssscsscsscsscsssse

B.4 LARGE EXPOSURES

31.12.20717 31.12.2016

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

a) Carrying amount 11,103,404 10,130,883
b) Weighted amount - R

c) Number 4 4

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

C. Securitisations and transfers of assets
Nexi has not undertaken these types of transaction.

D. Disclosure on structured entities (other than securitisation vehicles)

DIFFERENCE

BETWEEN

EXPOSURE AT

CAPTIONS MAXIMUM RISK TO LOSS
TYPE OF TOTAL TOTAL CARRYING EXPOSURE AT AND CARRYING
STRUCTURED RECOGNISED ASSETS RECOGNISED LIABILITIES AMOUNT RISKTO LOSS AMOUNT
ENTITY ASSETS A) LIABILITIES (B) (C=B-A) (D) (E=D-C)

Available-for-sale
2. OEIC units financial assets 20,916 - - 20,916 75,000 54,084

0000000000000 0000000000000000000000000000000000000000000000600000000000000000000000000000000000000000000000000000000000000000000000000ssrscssccscsscsscsssssse
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E. Transfers
Nexi has not performed any transfers

F. Credit risk measurement models
The bank does not have internal models to measure credit risk given its profile.

- Market risk
2.1 INTEREST RATE AND PRICE RISK - REGULATORY TRADING BOOK
QUALITATIVE DISCLOSURE
Quialitative informations are explained in part E of consolidated financial statements.
QUANTITATIVE DISCLOSURE

1. REGULATORY TRADING BOOK: BREAKDOWN BY RESIDUAL MATURITY (REPRICING DATE)
OF ON-STATEMENT OF FINANCIAL POSITION FINANCIAL ASSETS AND LIABILITIES AND
DERIVATIVES

CURRENCY: EURO

FROM FROMS6 FROM
ON UPTO3 3TO6 MONTHS FROM1 5TO10 AFTER10 OPEN
TYPE AND RESIDUAL TERM DEMAND MONTHS MONTHS TO1YEAR TOS5 YEARS YEARS YEARS TERM

0000 0000000000000000000000000000000000000 000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000scscscsssssssssscsssscscs

1. Assets
1.1 Debt instruments
- with early repayment option - - - - 107 - 12 -
- other 1,016 3,707 1,409 2,248 4,402 1,024 130 -
1.2 Other assets - - - - - - - -

0000 0000000000000000000000000000000000000 000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000scscscsssssssssscsssscscs

2. Liabilities
2.1 Repurchase agreements - - - - - - - -
2.2 Other liabilities - - - - - - R -

0000 0000000000000000000000000000000000000 000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000scscscsssssssssscsssscscs

3. Financial derivatives
3.1 With underlying security
- Options
+long positions - - - 2 - - - -
+short positions - - - 2 - - - -
- Other derivatives
+long positions 274 58,250 703 651 92,900 15,692 - -
+short positions 294 151,712 808 359 301 15,745 - -
3.2 Without underlying security
- Options
+long positions - - - - - - - -
+short positions - - - - - - - -
- Other derivatives
+long positions - 37987 45,251 - - - - -
+short positions - 905,929 45,285 - - - - -

0000 0000000000000000000000000000000000000 000000000000 00000000000000000000000000000000000000000000000000000000000000000000000000000scscscsssssssssscsssscscs



Explanatory note - Part E - Risks and related hedging policies NE€XI -315

CURRENCY: OTHER

FROM FROM 6 FROM
ON UPTO3 3TO6 MONTHS FROM1 5TO10 AFTER10 OPEN
TYPE AND RESIDUAL TERM DEMAND MONTHS MONTHS TO1YEAR TOS5SYEARS YEARS YEARS TERM

0 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0cssssssssnsossescsnsosnsse

1. Assets
1.1 Debt instruments
- with early repayment option 50 - - - 8 128 26 -
other 169 1 - 174 547 196 268 -
1.2 Other assets - - - - - - - -

0 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0cssssssssnsossescsnsosnsse

2. Liabilities
2.1 Repurchase agreements - - - - - - - -
2.2 Other liabilities - - - - - . 1 -

0 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0cssssssssnsossescsnsosnsse

3. Financial derivatives
3.1 With underlying security
- Options
+long positions - - - - - - - R
+short positions - - - - - . - _
- Other derivatives
+long positions - - - - - - - B
+short positions - - - - - - - i
3.2 Without underlying security
- Options
+long positions - - - - - - R B
+short positions - - - - - - _ _
- Other derivatives
+long positions - 902,358 45,037 - - - R R
+short positions - 37902 45,037 - - - - -

0 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0cssssssssnsossescsnsosnsse

2.2 INTEREST RATE AND PRICE RISKS - BANKING BOOK

QUALITATIVE DISCLOSURE

Quialitative informations are explained in part E of consolidated financial statements.
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QUANTITATIVE DISCLOSURE

1. BANKING BOOK: BREAKDOWN BY RESIDUAL MATURITY (BY REPRICING DATE) OF FINANCIAL

AFTER10
YEARS

OPEN
TERM

ASSETS AND LIABILITIES
CURRENCY: EURO
FROM FROM 6 FROM
ON UPTO3 3TO6 MONTHS FROM1TOS5 5TO10
TYPE AND RESIDUAL TERM DEMAND MONTHS MONTHS TO1YEAR YEARS YEARS
1. Assets
1.1 Debt instruments
- with early repayment option - - - - - -
- other 781,209 4966 15,897 - 1,709,124 -
1.2 Financing to banks 230,201 480,215 - 2,460 - -

1.3 Financing to customers
- current accounts 1,746,450 - - - - -
- other financing

- with early repayment option - - - - - - - _
eeenr QB e JBBBTG, 204730 T B

2. Liabilities
2.1 Due to customers
- current accounts 6,088,255 - - - - -

- other payables

- with early repayment option - - - - - -

- other 20,159 340,791 - - - -
2.2 Due to banks

- current accounts 803,296 - - - - -

- other payables 212,671 - - - - -
2.3 Debt instruments

- with early repayment option - - - - - -

- other - - - - - -
2.4 Other liabilities

- with early repayment option - - - - - -

- other - - - - - -

0000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ssesssosssssscsssssscsssoss

3. Financial derivatives
3.1 With underlying security

- Options
+long positions - - - _ i )
+ short positions - - _ _ _ )
- Other derivatives
+long positions - - - _ _ _
+short positions - - - _ _ _

3.2 Without underlying security

- Options

+long positions - - . - i, _ R
+short positions - - . - i, _ _
- Other derivatives

+long positions - - . - - _ _

4. Other off-statement of financial
position transactions

+long positions - 1,014 - - - -
+short positions - 7083 - - - -

csecesecscscsee

csecesecscscsee

6,069

0000 0000000000000000000000000000000000000 000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000s0scscscsssscscscsnsossss



Explanatory note - Part E - Risks and related hedging policies NEXI -317

CURRENCY: OTHER
FROM FROM 6 FROM
ON UPTO3 3TO6 MONTHS FROM1TO 5TO10 AFTER10 OPEN
TYPE AND RESIDUAL TERM DEMAND MONTHS MONTHS TO1YEAR 5YEARS YEARS YEARS TERM

0 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scssssssnsossescsnsosnsse

1. Assets
1.1 Debt instruments
- with early repayment option - - - - - - _ _
- other - - - - - - _ _
1.2 Financing to banks 78,094 - - - - . - _
1.3 Financing to customers
- current accounts 15,160 - - - - - - -
- other financing
- with early repayment option - - - - - . - -
2. Liabilities
2.1 Due to customers
- current accounts 820,001 - - - - - - -
- other payables
- with early repayment option - - - - - - - _
- other 321 - - - _ - _ _
2.2 Due to banks
- current accounts 76,849 - - - - - - -
- other payables - 1,101 - R - R _ R
2.3 Debt instruments
- with early repayment option - - - - - : - B
- other - - - - . - _ i
2.4 Other liabilities
- with early repayment option - - - - - , - ;
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 - - - - - - R _
- Other derivatives
+long positions - - - - - . _ _
+short positions - - - - - - _ _

sesecscscscsne 000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sressscsssssssosesescsnsosssse

4. Other off-statement of financial
position transactions

+long positions - - - - - - - -

+ short positions - - - - - - - -

0 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scssssssnsossescsnsosnsse
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2.3 CURRENCY RISK
QUALITATIVE DISCLOSURE

Quialitative informations are explained in part E of consolidated financial statements.

QUANTITATIVE DISCLOSURE

1. BREAKDOWN OF ASSETS, LIABILITIES AND DERIVATIVES BY CURRENCY

CURRENCY

POUND CANADIAN OTHER
CAPTIONS US DOLLAR YEN STERLING SWISS FRANC DOLLAR CURRENCIES

000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0cscssesosscsscsscsnssce

A. Financial assets
A.1 Debt instruments 1,598 - - - - -
A.2 Equity instruments 2,565 - - 23 - 153
A.3 Financing to banks 1,795 5,476 12,497 7,218 3,237 37,870
A.4 Financing to customers 15,030 - - - - 129

A.5 Other financial assets - - - - _ -

000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0cscssesosscsscsscsnssce

B. Other assets 15 8 5 3 4 n

000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0cscssesosscsscsscsnssce

C. Financial liabilities
C.1Due to banks 46,380 1,241 224 6,870 1,426 11,809
C.2 Due to customers 476,603 134,987 112,327 18,095 18,062 61,022
C.3 Debt instruments - - - - - -
C.4 Other financial liabilities - - - - - -

000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0cscssesosscsscsscsnssce

D. Other liabilities - - - - - -

000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0cscssesosscsscsscsnssce

E. Financial derivatives
- Options - - - - -
+long positions - - - - - -
+short positions - - - - - -
- Other derivatives - - - - -
+long positions 524,840 181,802 100,093 24,037 16,297 37,368
+ short positions 33,985 40,930 - 6,099 23 1,902

Total assets 555,843 187,287 112,595 31,282 19,538 75,532

00 0000000000000 0000000000000000000000000000000000000000000000000000000000000000080000000000000000000000000000000000000000000000000000000000000000000000000s

Total liabilities 556,968 187,158 112,551 31,063 19,511 74,733

Difference (+/-) -1,125 129 44 219 27 799

000000 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000s0cscssesosscsscsscsnssce
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2.4 DERIVATIVES
A.FINANCIAL DERIVATIVES

A.1REGULATORY TRADING BOOK: NOTIONAL AMOUNTS AT THE REPORTING DATE

31.12.2017 31.12.2016

Gecececesecsesesesesscsecesesessesececesecsee eecesecscsesesesscsesesesecsecesessssesesnse0 e

OVER THE CENTRAL OVER THE CENTRAL
UNDERLYING ASSETS/ TYPE OF DERIVATES COUNTER COUNTERPARTIES COUNTER COUNTERPARTIES

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ecrscssssosccesssssnsesesce

1. Debt instruments and interest rates
a) Options - - - -
b) Swaps - - - _
¢) Forwards - - - -
d) Futures - - - -
e) Other - - - -

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ecrscssssosccesssssnsesesce

2. Equity instruments and share indexes - -
a) Options 764 - - -
b) Swaps - - - -
c) Forwards - - - -
d) Futures - - - -
e) Other - - - -

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ecrscssssosccesssssnsesesce

3. Currencies and gold - -
a) Options - - - -
b) Swaps 5,461 - 62,731 -
c) Forwards 822,399 - 1,101,122 -
d) Futures - - - -
e) Other - - - -

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ecrscssssosccesssssnsesesce

4. Commodities - - - _

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ecrscssssosccesssssnsesesce

5. Other underlying assets 12 - - -
Total 828,636 - 1,163,853 -

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ecrscssssosccesssssnsesesce
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A.3 FINANCIAL DERIVATIVES: GROSS POSITIVE FAIR VALUE - BREAKDOWN BY PRODUCT

POSITIVE FAIR VALUE

B R R R R P Py P P T P

31.12.2017

31.12.2016

B R R R P P P T PR PR PP RPN

OVER THE
PORTFOLIOS/TYPE OF DERIVATES

CENTRAL
COUNTER COUNTERPARTIES

OVER THE
COUNTER COUNTERPARTIES

CENTRAL

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000crscscssssesccsscnsnsesce

A. Regulatory trading book
a) Options 382
b) Interest rate swaps -
) Cross currency swaps -
d) Equity swaps -
e) Forwards 1,094
f) Futures -
g) Other 4

1,374

373

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000crscscssssesccsscnsnsesce

B. Banking book - hedging
a) Options -
b) Interest rate swaps -
¢) Cross currency swaps -
d) Equity swaps -
e) Forwards -
f) Futures -
g) Other -

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscssssmonsecsssscsssscsscses

C. Banking book - other derivatives
a) Options -
b) Interest rate swaps -
¢) Cross currency swaps -
d) Equity swaps -
e) Forwards -
f) Futures -
g) Other -

Total

1,748

eersesecescscscececescsnne

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000crscscssssesccsscnsnsesce
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A.4 FINANCIAL DERIVATIVES: GROSS NEGATIVE FAIR VALUE - BREAKDOWN BY PRODUCT

NEGATIVE FAIR VALUE

R R R R PR P P P P P R P P Y T R PR PP PP PP P PR

31.12.2017 31.12.2016

Secececesecsecesecesscsecesecscsesecesscseses secesecsesesecesecsesesecsssesesssecssseseee

OVER THE CENTRAL OVER THE CENTRAL
PORTFOLIOS/TYPE OF DERIVATES COUNTER COUNTERPARTIES COUNTER COUNTERPARTIES

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ecrscssssosccesssssnsesesce

A. Regulatory trading book
a) Options 382 - - -

b) Interest rate swaps
) Cross currency swaps

d) Equity swaps

e) Forwards 5,240 - 7,350 -
f) Futures - - B )
g) Other 48 - 278 -

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ecrscssssosccesssssnsesesce

B. Banking book - hedging
a) Options - - - _
b) Interest rate swaps - - - _
c) Cross currency swaps - - _ )
d) Equity swaps - - _ :
e) Forwards - - R R
f) Futures - - _ }
g) Other - - - _

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ecrscssssosccesssssnsesesce

C. Banking book - other derivatives
a) Options - - - B
b) Interest rate swaps - - - .
c) Cross currency swaps - - - B
d) Equity swaps - - - B
e) Forwards - - R R
f) Futures - - R R
g) Other - - - .

Total 5,670 = 7,629 =

000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000ecrscssssosccesssssnsesesce
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A.5 OTC FINANCIAL DERIVATIVES - REGULATORY TRADING BOOK: NOTIONAL AMOUNTS,
GROSS POSITIVE AND NEGATIVE FAIR VALUE BY COUNTERPARTY - CONTRACTS NOT IN-
CLUDED IN NETTING AGREEMENTS

CONTRACTS

NOT INCLUDED GOVERNMENTS OTHER

IN COMPATION AND CENTRAL GOVERNMENT FINANCIAL INSURANCE NON-FINANCIAL
AGREEMENTS BANKS AGENCIES BANKS COMPANIES COMPANIES COMPANIES OTHER

1) Debt instruments
and interest rates

- notional amount - - - - - R _
- positive fair value - - R - _ B _
- negative fair value - - . - - _ _
- future exposure - - - - - _ R

2) Equity instruments
and share indexes

- notional amount - - 382 382 - - -
- positive fair value - - - 382 - - -
- negative fair value - - 382 - - - -
- future exposure - - - 57 - - -

3) Currencies and gold

- notional amount - - 782,824 45,037 - - _

- positive fair value - - 1,094 - _ i ;

- negative fair value - - 4,739 549 - - -

- future exposure - - 6,608 450 - - -
4) Other assets

- notional amount 12 - - - - - _

- positive fair value 4 - - - - - i,

- negative fair value - - - - _ _ R

- future exposure - - - - - _ _
Total 16 - 796,029 46,857 - - -
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A9 RESIDUAL MATURITY OF OTC FINANCIAL DERIVATIVES: NOTIONAL AMOUNTS

UPTO1 FROM1TO AFTERS
UNDERLYING/RESIDUAL TERM YEAR 5 YEARS YEARS TOTAL

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sescseseccscsscsssscsnsscsese

A. Regulatory trading book

A Financial derivatives on debt instruments and interest rates - - - -

A.2 Financial derivatives on equity instruments and share indexes 764 - - 764
A 3 Financial derivatives on currencies and gold 827,861 - - 827,861
A4 Financial derivatives on other assets - - 12 12

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sescseseccscsscsssscsnsscsese

B. Banking book
B.1 Financial derivatives on debt instruments and interest rates - - - -
B.2 Financial derivatives on equity instruments and share indexes - - - -
B.3 Financial derivatives on currencies and gold - - - -

B.4 Financial derivatives on other assets - - - -

Total A + B at 31.12.2017 828,625 12 828,637

Total A + B at 31.12.2016 1,163,853 = - 1,163,853

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sescseseccscsscsssscsnsscsese

B. CREDIT DERIVATIVES
Nexi does not have credit derivatives at the reporting date.

C. FINANCIAL DERIVATIVES
Nexi does not have credit derivatives at the reporting date.

SECTION 3 - Liquidity risk
QUALITATIVE DISCLOSURE

Quialitative informations are explained in part E of consolidated financial statements.



324- N@XI - 2017 Reports and Financial Statements

QUANTITATIVE DISCLOSURE

1. BREAKDOWNOFFINANCIALASSETSANDLIABILITIESBY RESIDUALCONTRACTUALMATURITY

CURRENCY: EURO

ON
DEMAND

CAPTIONS/
TIME CLASSES

FROM1
TO 7 DAYS

FROM
7TO15
DAYS

FROM 15
DAYSTO1
MONTH

FROM
1TO3
MONTHS

FROM
3TO6
MONTHS

FROM 6
MONTHS
TO1YEAR

0000 0000000000000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscscscsssscsssscssessscssssse

Assets
A Government bonds -

A.2 Other debt
instruments -

A3 OEIC units 20,934
A4 Financing
banks

customers

261,41
1,569,202

20,015
1

148,815
13

1,624

40,119
184,658

1,273

60,870
20,151

105,000

957

181

2,253

2,460
348

0000 0000000000000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscscscsssscsssscssessscssssse

Liabilities
B.1 Deposits and current
accounts
banks

customers

803,296
6,106,754
B.2 Debt instruments -
B.3 Other liabilities 644,407

20,014

15,298

108,622

224,764

80,913

0000 0000000000000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscscscsssscsssscssessscssssse

Off-statement of
financial position
transactions

C.1Financial derivatives
with exchange of
principal -

long positions -

short positions

C.2 Financial derivatives
without exchange of
principal
long positions 4
short positions -

C.3 Deposits and
financing to be
received

long positions -
short positions -

C.4Irrevocable
commitments to
disburse funds

long positions -
short positions -

c.5 Financial guarantees
issued -

C.6 Financial guarantees
received -

C.7 Credit derivatives
with exchange of
principal

long positions -
short positions -

C.8 Credit derivatives
without exchange of
principal
long positions -

short positions -

693,330
70,516
622,814

7,083
7,083

408,967

408967

15
15

5,563
5,482
81

91,961
45,952
46,009

856
485
37

FROM
1TO5 AFTER5  OPEN
YEARS  YEARS TERM
2117020 14031 -
15,672 1,840 -
- - 179,264
1,355 - -
14,710 - -
174 - -
76725 71,360 -
76072 35738 -
653 35622 -

0000 0000000000000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscscscsssscsssscssessscssssse
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CURRENCY: OTHER
FROM 6
FROM FROM FROM15 FROM FROM MONTHS FROM

CAPTIONS/ ON 1TO7 7TO15 DAYSTO 1TO3 3TO6 TO1 1TO5 AFTER5 OPEN
TIME CLASSES DEMAND DAYS DAYS 1MONTH MONTHS MONTHS YEAR YEARS YEARS TERM
Assets
A Government bonds - - - - - - - - 125 _
A.2 Other debt

instruments - n - - 1 - 178 663 509 -
A.3 OEIC units - - - - - - - - - -
A4 Financing 93,253 - - - - - - - - R

- banks 78,094 - - - - - - - _ _

- customers 15,160 - - - - - - - - -
Liabilities
B.1 Deposits and current

accounts 896,851 1,100 - - - - - - - -

- banks 76,849 1,100 - - - - - - - -

- customers 820,001 - - - - - - - - -
B.2 Debt instruments - - - - - - - - - _
B.3 Other liabilities 1,092 - - - - - - - 1 -

0 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscssssccscssscssssse

Off-statement of
financial position
transactions R

C.1Financial derivatives
with exchange of

principal - 523,196 406,131 - 5,472 90,073 - - - -
long positions - 490,761 406,131 - 80 45,037 - - - -
short positions - 32,435 - - 5,391 45,037 - - - -

C.2 Financial derivatives
without exchange of
principal -

long positions - - - - - R R - R R
short positions 48 - - - - - - - - _

C.3 Deposits and
financing to be
received - - - - - - - - - -

long positions - - - - - - - _ i, _
short positions - - - - - - - - - -

C.4 Irrevocable
commitments to
disburse funds - - - - - . - - _ _

long positions - - - - : - _ _ R _
short positions - - - - , - . i, R _

C.5 Financial guarantees
issued - - - - - - - - - -

C.6 Financial guarantees
received - - - - - - - - - -

C.7 Credit derivatives
with exchange of
principal
long positions - - - - - - - R _ _
short positions - - - - - - - . - i

C.8 Credit derivatives
without exchange of
principal
long positions - - - - - - - _ _ _

short positions - - - - - - R i _ R

0 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscssssccscssscssssse
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SECTION 4 - Operational risks

QUALITATIVE DISCLOSURE

Quialitative informations are explained in part E of consolidated financial statements.

QUANTITATIVE DISCLOSURE

OPERATIONAL RISKS
TOTAL INCOME 31.12.2017 TOTAL INCOME 31.12.2016

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 s00cscsescsesesesecnsscnsns o

2015 282,339 2014 300,050
2016 322,442 2015 282,339
2017 338,016 2016 322,442

Average total income 314,265 301,610

00 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000scscscsosssoscsssssnse

Operational Risk 47140 45,242

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 s00cscsescsesesesecnsscnsns o
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Part F - Equity
B. QUANTITATIVE DISCLOSURE

B.1 EQUITY: BREAKDOWN BY CAPTIONS

CAPTIONS/AMOUNTS 31.12.2017 31.12.2016
1. Share capital 42,557 42,557
2. Share premium 148,242 148,242
3. Reserves

- income-related

a) legal 20,000 20,000
b) statutory
c) treasury shares 777 777
d) other 1,660,869 1,680,687
- other 10,848 10,848
4. Equity instruments
S. (Treasury shares) -32 -32
6. Valuation reserves
- Available-for-sale financial assets 15,599 17,702

- Property, equipment and investment property

- Intangible assets

- Hedges of investments in foreign operations

- Cash flow hedges

- Exchange rate gains (losses)

- Non-current assets held for sale

- Net actuarial losses on defined benefit pension plans -1,287 -1,358

- Share of valuation reserves of equity-accounted investees

- Special revaluation laws 46,219 46,219
7. Profit for the year 89,491 84,164
Total 2,033,283 2,049,806

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

B.2 FAIR VALUE RESERVES (AFS FINANCIAL ASSETS): BREAKDOWN

ASSETS/AMOUNTS 31.12.2017 31.12.2016
FAIR VALUE FAIR VALUE FAIR VALUE FAIR VALUE
GAINS LOSSES GAINS LOSSES
1. Debt instruments 14,107 -189 18,669 -967
2. Equity instruments 1,248 - - -
3. OEIC units 433 - - -

4. Financing

Total 15,788 -189 18,669 -967

0000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsescsssssssscscsssesse
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B.3 FAIR VALUE RESERVES (AFS FINANCIAL ASSETS): CHANGES

DEBT INSTRUMENTS EQUITY INSTRUMENTS OEIC UNITS FINANCING

00 0000000000000000000000000000000000 00000000000000000000000000000 00000000000000000000000000000 $0000000000000000000000000000s 000000sscsscscsscsssscsnsscss s

1. Opening balance 17,702

00 0000000000000000000000000000000000 00000000000000000000000000000 00000000000000000000000000000 $0000000000000000000000000000s 000000sscsscscsscsssscsnsscss s

2. Increases
2.1 Fair value gains 433

2.2 Reclassification of fair
value losses to profit
or loss:

due to impairment
on sale

2.3 Otherincreases 1,248

00 0000000000000000000000000000000000 00000000000000000000000000000 00000000000000000000000000000 $0000000000000000000000000000s 000000sscsscscsscsssscsnsscss s

3. Decreases
3.1 Fair value losses
3.2 Impairment losses

3.3 Reclassification of fair
value gains to profit
orloss: on sale

3.4 Other decreases 3,784

00 0000000000000000000000000000000000 00000000000000000000000000000 00000000000000000000000000000 $0000000000000000000000000000s 000000sscsscscsscsssscsnsscss s

4. Closing balance 13,918 1,248 433

00 0000000000000000000000000000000000 00000000000000000000000000000 00000000000000000000000000000 $0000000000000000000000000000s 000000sscsscscsscsssscsnsscss s

B.4 ACTUARIAL RESERVES: CHANGES

The actuarial reserve solely refers to the Italian post-employment benefits vested before 1 January 2006. As there are no plan
assets, the reserve only includes the actuarial gains or losses on the liability, which changed as follows:

GROSS ACTUARIAL LOSSES INCOME TAXES RESERVE

Opening balance -1,794 435 -1,358

00 0000000000000000000000000000000000 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000scsesesescsssssscsssssosossscnss

Actual gains 97 -27 71

Actuarial losses i,

00 0000000000000000000000000000000000 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sesesessssssssosssssoscssscnss

Closing balance -1,697 409 -1,287

- Own funds and ratios
2.1- OWN FUNDS
A. QUALITATIVE DISCLOSURE
As of TJanuary 2015, banks and banking groups are required to comply with the new minimum capital requirements in relation to
risk-weighted assets. The requirements will be progressively increased up to the levels established for 2019, when the transitional
regime will end. A capital conservation buffer will be gradually phased in from 1January 2017 to the end of 2018 in order to reach

the target level of 2.5% in 2019.

The banks’ total requlatory capital is the sum of the following:
- Tier 1 capital, comprising common equity Tier Tand additional Tier 1.

- Tier 2 capital
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B. QUANTITATIVE DISCLOSURE

31.12.2017 31.12.2016

sececscscscscscscscscscne R R R T T P PP PR PP T

eesece ssecscsccesscsccnsecsccns

A. Common Equity Tier 1 (CET1) before application of prudential filters 1,943,793 1,945,808

sececscscscscscscscscscne

cese e

0 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 s0000sscsesesssscsesssscsscscsnsee

including CET Tinstruments covered by the transitional measures - -

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

B. CET1 prudential filters (+/-)

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

C. CET1including the elements to be deducted and the effects of the
transitional regime (A+/-B) 1,943,793 1,945,808

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

D. Elements to be deducted from CET1 -306,468 -310,369

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

E. Transitional regime - Impact on CET1 (+/-) -2,862 -6,537

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

F. Total Common Equity Tier 1 (Common Equity Tier 1- CET1) (C-D +/-E) 1,634,462 1,628,902

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

G. Additional Tier 1 (AT1) gross of elements to be deducted and the
effects of the transitional regime - -

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

including AT1instruments covered by the transitional measures - -

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

H. Elements to be deducted from AT1 - -

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

onal regime - Impact on AT1 (+/-) - i

ceses

eeeccscscscsene

00 00000000000000000000000000000000000000000000000000000000000000000000000 s000osscsesssscscsssssscscsnsscses

L. Total Additional Tier 1 (AT1) (G-H +/-1) - -

0 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 s0000sscsesesssscsesssscsscscsnsee

M. Tier 2 (T2) including the elements to be deducted and the effects of
the transitional regime - -

sececscscscscscs

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 s0s0cscsesssscscsssssscscsnsscses

including T2 instruments covered by the transitional measures - -

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

N. Elements to be deducted from T2 - -

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e

O. Transitional regime - Impact on T2 (+/-) 1,433 3,540

P. Total Tier 2 (T2) (M-N+/-0) 1,433 3,540

Q. Total own funds (F + L + P) 1,635,895 1,632,442

0 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 00000sscsesesssscsesssscscsocnse e
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2.2 Capital adequacy
A. QUALITATIVE DISCLOSURE
Nexi’s own funds exceed those provided for by the regulatory requirements.

B. QUANTITATIVE DISCLOSURE

WEIGHTED AMOUNTS/
UNWEIGHTED AMOUNTS REQUIREMENTS
CATEGORIES/AMOUNTS 31.12.2017 31.12.2016 31.12.2017 31.12.2016
A. EXPOSURES
A1 Credit and counterparty risk
1. Standardised method 13,675,664 12,526,857 2,554,905 2,278,484
2. IRB approach
2.1 Basic
2.2 Advanced
3. Securitisations
B. CAPITAL REQUIREMENTS
B.1 Credit and counterparty risk 204,392 182,279
B.2 Credit valuation adjustment risk n7 154

B.3 Regulation risk - -
B.4 Market risk - -
1. Standard method 1,413 805
2. Internal models - -
3. Concentration risk - -
B.5 Operational risk - -
1. Basic method 47140 45,242
2. Standardised method - -
3. Advanced method - -

B.6 Other calculation elements - -

B.7 Total prudential requirements 253,063 228,480
C. EXPOSURES AND CAPITAL RATIOS
C.1 Risk-weighted assets 3,163,286 2,855,997
C.2 CET 1 capital / Risk-weighted assets
(CET1 capital ratio) 51.67% 57.03%
C.3Tier 1 capital / Risk-weighted assets
(Tier 1 capital ratio) 51.67% 57.03%

C.4 Total own funds / Risk-weighted assets
(Total capital ratio) 51.72% 5716%

00 000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000crscscssssesccsscnsnsesce
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Part | - Share-based payments

Part H - Related party transactions

1. Fees of key management personnel
The fees paid by the bank to its directors and key management personnel are set out below.

EARNINGS COMPONENTS/AMOUNTS 31.12.2017
Directors 924
Other key management personnel and members of supervisory committees 7,965

Total 8,889

0 00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000sscsesesssscsesssscscsocnse e

2. Related party transactions

The aim of 1AS 24 (Related party transactions) is to ensure that an entity’s financial statements include the additional disclosures

necessary to understand whether its financial position and performance may be altered by related party transactions and balan-

ces.

Based on this standard, applied to its organisational and governance structure, Nexi identified the following related parties:

a) parties that controls Nexi, directly or indirectly, also through subsidiaries, trustees or through a third party, even jointly or
possesses an interest in Nexi which enables it to exercise significant influence;

b) entities that are controlled or jointly controlled by the above indicated parties;

) entities that are controlled or jointly controlled or under the significant influence of Nexi;

d) Key Managers of Nexi or its parent and entities in which they exercises control, joint control or significant influence;

e) is a close relative of a natural person included in letters a) or d) above;

g)is a collective or individual Italian or foreign supplementary pension fund established for the employees of Nexi or of any
other entity related

The effects of transactions carried out with the related parties identified above are summarised in the following table.

DIRECTORS,

MANAGERS AND

MEMBERS OF

RELATED PARTY TRANSACTIONS OTHER SUPERVISORY
(€’000) TOTAL SUBSIDIARIES RELATED PARTIES BODIES
70. Loans and receivables with customers 2,092,467 1,768,127 -
120. Intangible assets 309,710 - 921 -
150. Other assets 361,304 64,076 90 -
20. Due to customers 7,805,377 104,724 625,705 -
100. Other liabilities 384,628 68,854 793 150
10.Interest and similar income 69,260 18,544 160 -
20.Interest and similar expense 16,871 18,924 - -
40.Fee and commission income 130,439 3,384 - -
150.Administrative expenses 248,062 80,283 10,141 8,889
190.0ther net operating income 75,406 68,870 85 -

0000000000000 0000000000000000000000000000000000000000000000000000000000000 $000000000000000000000000000000000000000000000000scsescrscsescscsssssnsosessscsse

Centralised transactions with Nexi group companies are usually governed by specific agreements that, while aiming at optimi-
sing synergies, economies of scale and purpose and to use centers of excellence, make reference to objective parameters that
are constant over time, characterised by transparency and substantial fairness. Transfer pricing is defined and formalised based
on parameters that account for the actual use of the service by each end user.

Other transactions with related parties that are part of the bank’s normal business operations, are usually take part at market
conditions.

Part | - Share-based payments

None.
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BOARD OF STATUTORY AUDITORS® REPORT
TO THE SHAREHOLDERS' MEETING

{pursuant to art, 2429, paragraph 2, of the ifalian Civil Code)

LR

During the 2017 financial year, the Board of Statutory Auditors performed ils
supetvisoty duties within the terms established by current regulations, including
regulatory dutles. The activily of the Board of Statutory Auditors took place in
coordination with KPMG S.p.A., which is assigned with the statutory audit of the
accounts.

LR

Transactions of paricuiar importance - Corporate governance

i 2017, significant acquisitions were completed, some of which were already
taunched in 20186.

in June, upon obtaining the necessary authorizations from the competent
Supervisory Authorities, acquisitions of the business units relating to the merchant
acqulring activities of Banca Monte del Paschl di Siena and Deutsche Bank Halia

were completed.

in July, the 100% acquisition of Bassilichi S.p.A., the parent company of the
Bassilichi Group, & specialist in the sector of payments and services for the

business, was completed, for which an agraameant was signad at the and of 2018,

Lastly, in December, the sale of the businsss untt - active in the transfer ageni
services for pensien funds - was finalized to CSE Conserzio Servizi Bancari, with

which a preliminary agreement was signed In October.



2017/2021 Businoss Flanh and Rebranhding

During the meeting of 9 February 2017, the Board of Directors approved the
Group's 2017/2021 Business Plan, which is based on the guidelines that had
already bean discussed and approved by the board on 22 June 2016.

The ambition of this Plan is to make the Group the national leader in digital
payments. The key objectives of the Plan include the revision of the Group's
corporate structure to make the legal structure of the indlviduali components
consistent with the nature of the business actually performed.

To this end, on 16 Qcloher 2017, the Board of Directors initially approved the
overall and general framework of a corporate recrganizatlon project of the banking
group controlled by Nexi S.p.A. and the other subsidiaries of Marcury UK HoldCo
Ltd, aimed at saparating, within the group, the techhological and digital payments
activiies from those connected to tha banking license.

The rearganization therefore entails the creation of Nexi Payments (Imel), focused
on digital payments, and Nexi {bank), with greater focus cn banking services such
as Securities Services and "Settlement” to be provided through a joint commercial

offer between Nexi and Nexi Payments.

At the start of 2018, the Boards of Directors of Nexi and Nexi Payments definitively
approved the project that was submitted to the competent Supervisory Authorities
for the necessary authatizations.

As part of the Group's transformation process, a rebranding project was launched,
involving bath the Parent Company and CartaSi, motivated by the need to renew
the two brands.

The Board of Diractors of Nexi therefore undertook an assessment process of the
adequacy of the company nama of the two companies with respect to the reference
market. The Board of Directors of the Parent Gompany thus resolved to change
the name of ICBPI to "Nexi S.p.A." and CartaSi {0 "Nexl Payments S.p.A." in ordar
to be more consistent with the current positioning of the campaniss I the digital

payments market,

On 25 October 2017, the Shareholders’ Meetings of ICBPI and CartaSi, held in an



exfraordinary session, therefora resclved fo amend their respective company
namas with effect from 10 November 2017, cohseguently adapiing the Adrticles of
Aggociafions.

Nexi S.p.A. also transferred its registered office to Mifan, Corso Sempione 55 with
effect from 10 November 2017,

Cn 27 July 2017, followlng the aequisition of Bassilichi S.p.A., the Chairman of the
Board of Directors of Nexi Payments, Franco Bernabé, resigned from the posltion
of Chairman, maintaining the role of board member. The Board therefore resolved
to co-opt Marco Bassilichl as Board Member and Chairman of the Board of
Directors, subsequenily confirmaed by the Sharsholders' Meeting, heid in an
ordinary session on.25 Octoher 2017, until the approval date of the financial
statements as at 31 December 2018.

Nexi Group Organizational Structures

In line with the transformation process already started in 2018, the activities during
the year almed at achieving the organizational efficiency necessary to finahoe
investments and meet the strategic objectives of the 2017-2021 Business Plan
were completed.

In particular, with the changes to the Group's organizational structure made in May
and Navembar 2017, the implementation of the Group's organizational model was
compieted, with a greater focus of the structures, improving customer orientation
and simplifying the decision-making process.

As for (he Parent Company, the maln additions and changss to the organizational

structures include, inter alia;



» the cantralization of the activities previously managed by the CFO of Nexi
Payments, the transfer of the three organizational units of the Sscurlties
Sarvices insiltutional Sales Tradlng, Market Making and Middle Office to
the Treasury unit, and the establishment of the Post Merger Ihtegration
{PM)) organizational unit; Project Governance for the management and
integration of the Group's industrial and strategic activities;

= the establishment and speclailzation of the CISO function in the CIO Area,
which includes, in a dedicated araa, all management activitles related to T
seourify and Business Gontinuity;

s the establishment of the IT Governance & Strategy functlon, in the CIO
Area, to oversee the aclivities relating to architectures, the management of
the project portfolio and the operational management of contracts with
outsourcers;

« the assignment of the CIO Area, the software development and
maintenance activitles relating to Interbank Corporate Banking and other
Banca-impresa services to the Payments & CBl competence centre,
previously allocated to the corresponding BU;

» actions in the CIO Area for the optimization of the monlioring of new
strategic projects {IT Strategy).

Reference should be made to the Management Report for the main changes to the
arganizational structures of the other companies of the Nexi Group.

Intragroup transactions, with related parties

The Board of Directors adequately reported and flustrated the transactions carried
out with the related parties indicated, in accordance with 1AS 24, in the Report on
Operations and in the Explanatory Notes, o which reference should be made.

It is recalled that, in order to aversee the risk that the proximity of certain parties
(so-called "related parties") to the decision-making centres of the company coulkd
jeopardize the ohjectivity and impartiality of company decisions, with possible
distortions in the allocation process of resources, exposure of the company fe risks
not adequately measured or controfled, potential damage to the company itself and
its stakeholders, the Nexi Group adopted a Regulation on Operations with Related



Parties in compliance with the provisions contained in the Bank of ltaly circular italy
n. 263 of 2006 ("New prudential supenvision provisions for banks"),

Relations with other Group companies, aimed at optimizing synergies and
economies of scale, are governed by specific contractual agreements.

LI

Activities carred out by the Board of Statutory Auditors during the year

» The Board of Statutory Auditors supervised compliance with the law, the
regulatory provisions and the Ariicles of Association.

s The financial statements for the year ended 31 December 2017 and the
consolidated financial statements, complete with the Explanatory Notes and
accompanied by the Directors' Repert on operations, were approved by the
Board of Directors on 21 March 2018 and made available to the Board of
Statufory Auditars according to the faw.

= In carrying out the control activity, the Board of Statutory Auditors complied
with the rules established by Legislative Decree no. 38/2010, the Bank of italy
Circuiar 285/2013, the Communication of the Bank of Italy no. 264010 of
4/3/2008 and subsequent updates, the Joint Document of the Bank of Italy,
Consob, lsvap no. 2 of 6/2/2009 and n. 4 of 3/3/2010, the contents of art. 2420,
paragraph 2 of the Civil Code, as wsll as the princlples of conduct
recommendad by the public accountants and auditors (Consiglio Nazionale dei
Dottori Commerclalisti e degli Espertl Contabill).

+ In order to perform the aforesaid supervisory functions, tha Board of Statutory
Auditors acquired the information both through meetings with the heads of the
competent corporate siruclures, especially those of controf, and through
pariiclpation in the meetings of the Board of Dlrectars, the Group Risk
Committee and the Remunaration Committee. it Is recailed that the Board of
Auditors was assigned, on 18 December 2015, the Supervisory Board
functions under Decrae. N. 231/2001,

« During the 2017 financial year, the Board of Statutory Audliors attended all the
meetings of the Board of Directors and met with the Chief Executive Officer,



the Chief Financial Officar and the Ghlef Information Officer for further analyses
an some subjects. In these meetings, it received adequate information an the
activities carried out and on transactions of significant economis, financial and
capital importance of Nexi and/or #ts stbsidiaties. It is reasonably possible to
ensura that the actions resolved and implemented are compliant wih the law
and the Artictes of Association, and are not manifestly imprudent, or risky, or in
conflict of inferest, or in conflict with the resolutions passed by the
shareholders' meeting, or such fo compromise the capital position.

The Board of Statutory Auditors monitored, ‘hsofar as it falis within the
competence, the scope of the matters that are the sublect of operational
overlap with the partner banks pursuant to the regulations intreduced by art, 38
of the law decree 6 December 2011 n. 201 {so-called intericcking ban} and
delegated to tha Chief Executive Officer, also referring to the Board of
Dlrectors.

The Board of Statutory Auditors supervised, insofar as it falls within the
compatence, the adaquacy of the organizational structura, which is constantiy
being improved, the compliance with the principles of correct administration
and the adequacy and compliance of the contraclual standards agreed for
sarvices provided by other companies of the group. This is done by gathering
information from the managers of the organizational functions and mestings
with ihe auditing company, for the purpose of the mutual exchange of relevant
data and information. In this regard, there are no particular observations to
repoti.

The functions of audit, risk management and compliance, centralized in the
Parent Company, operate for the whole group; the adeguacy of the overall
internal conérol system was veriflad with fracquent meetings with the managers
of the these functions, with the examination of the reports periodically
submitted to the Board of Statutory Audltors, the Board of Directors and the
Group Risk Commiitee (Quarterly Tableau de Bord, progress reporls on
scheduled activities and annual activity plans, etc.).

In particular:

in the meeting of 9 February 2017, the Board of Directors approved the



revision af eertain RAF metrics;

- i the meeting of 21 March 2017, the Board of Directors acknowledged the
resuits of the aclivities carried out by the Conirot Functions and the Anti-
Maney Laundering Function in 2018 and approved the ralated 2017 action
plans; on the same date, it acknowlsdged the Report on important
operating functions, the Report on major malfunctions in 2018 - the
management of ratail payment systems, the Report on the internal reparting
system of violations of the ICBP! Group for 2016, the Report on imethods of
carrying out invastient services, the annual self-assessment repart on the
continuity of the suitability requisites of the Depositary;
in the meeting of 27 April 2017, the Board of Directors approved the ICAAP
Report as at 31 December 2017;

- in the meeting of 1 Augusi 2017, the Board of Directers acknowledged
certain changes made fo the ICAAP Report and sent to the Bank of {taly;
on the same date, the Board approved an updated version of the Policy for
the Managesment of Conflicts of inferest:

- in the meeting of 13 December 2017, the Board of Directors implemented
the updated version of the foliowing internal regulations:

+ Pollcy for the Management on Confilcts of Interest

« Policy for the management of obligations relating to market
manipulation and abuse of Frivileged information (Market Abuse
Policy);

*  Code of Conduct;

« Execution Palicy;

+ Palicy for Nexi Group anti-money laundaring and countar-terrorism;

The Board of Statutory Auditors monitored the carrect anti-money laundering
controls by the Company with periodic meetings with the repressniatives of the
Antl-Money Laundering Function,

The Beard of Statutory Auditors supervised the Implementation, by the
Company, of the remedial actions and actions identified and suggested by the
Audit Depariment.

The Supervisory Body, established in the pravision of the leglsiative decree 8
June 2001, n. 231 and whose functions were consolidated in the Board of



Statutory Audifors, continued its activity without finding anomalies or
reprehensible facts, as shown in the periodic Reports made fo the corporate
bodies.

The adeguacy of the administrative-accounting system and the reliability of the
latter were verifted to correctly represent the management facis. This is
achieved through the acquisition of information from the managers of the
ragpective functions, the examination of company documents and the analysis
of the results of the work performed by the auditing firm, as well as supemvising
the activities of those in charge of internal conirol.

The Board of Statutory Auditors held periodic meetings with the representatives
of the auditing firm, exchanging Information regarding the company's
accounting control activity. In relation to this activity, significant questions and
/ or critical issues relatad to the supeivision of the financial reporting process

did not emerge.,

ih addition to the auditing tasks of the annual and semi-annual accounts, the
auditing company KPMG S.p.A. and other sublects belanging to the "network”
of the auditing company were assigned different tasks, in respect of which, in
the 2017 financial year, invoices were received for the amounts indicated

helow;
CORRISPET AW
ENTTA' KPMG DESCRIZIOHE DEL SERVIZIO FATTURAT HEL 317
INCLUSE SPESE)
, SVEER SECHRTTY SERVEES [SUFPORTG FROGRANVA B
KRG Advisry 8pA. GOMPLIRICE & APPLIGATION MANTEMANCE SISTEMA 1AG) 455
KPMG Adylany S.p.A. GOMPLIANEGE GAP ANALYSIS 43.150
SUPPORTD PER LANALIS Uf MERCATO D IMCEN TV PUBBLICI
KPHIG Advsary S.p.A ATTIALLA PROMOZIONE DEL SETTORE LE PAGAMENT) 61,180
DIETAL
088

The management report for the year 2017 complies with the cument
regulations, consistent with the resolutions of the governing body and with the
results of the financial statements; as already menticned, it contains adequate
information on the activities of the year and on infragroup fransactions and wilh
related parties. The explanatory note to part E contalhs the indication of risks
and related coverage pollcies, as recommended by the joint documeants of



Bank of Itajy, Consob, lsvap n. 2 of 6 February 2009 and n. 4 of 3 March 2010.

The financial statements are prepared according to the structure and the
schedules required by current regulations. Jn particular, the financial
statements for the year ended 31 December 2017, in compliance with the
provisions of EC Regulation no. 1606 of 19 July 2002, was drawn up in
compliance with the international accounting standards, International Financial
Reporiing Standards (IFRS), issued by the Internatiohal Accounting Stahdards
Boards (IASB), as approved by the European Commission and adopted by the
ltalian Legislature with the Legislative Decrea 38/2005,

In preparing the financial statements, the IAS / IFRS standards in force as at
31 December 2017 were applied, as well as the instructions on the financlal
stataments issuad by the Bank of italy with the Measure dated 22 December
2005, the contextuat Circular no. 262, and subsequent updates. No exceptlens
were made to the applcation of the 1AS / IFRS accounting standards.

On 6 April 2018, the auditing firm issued its report. The opinion expressed on
the finansial statements is of conformity, as it provides: (i)} a truthful and correct
representation of the capital and financial situatian as well as of the economic
results and cash flows, and {i{) complles with the accounting principles. The
opinion regarding the Management Report Is also in conformity with the law.

The auditing company daclared that, in the provision of art. 17 of the legisiative
decrea 39/2010, there are no causes that could compromise its independence.

During the year, the Board of Statutory Auditors Issued the opinions required
by law, the Supervisory regulations and the Articles of association. Inter alia,

the following opinions shouid be noted:

on 21 March 2017, pursuant fo art. 136 TUB, for the extension of the
consultancy contract. On the same date, for the variable ramuneration of
the CEO for 2016 and the variable remuneration of the membars of the
General Management for the 2017 financial year;

on 21 March 2017, pursuant to art, 2386 of the Itallan Clvil Code, for the
co-option in the position of director of Mr. Federico Ghizzoni and the related



compensation;

on 27 April 2017, for the recruitment of the Head of the Internal Audit
Function in compliance with the provisions of the Bank of taly clicular no.
285 of 17 December 2013;

on 1 August 2017, pursuant to art. 2389 of the ltalian Civil Cede, for
determining the compensation payable to the Chairman of the Board of
Directars,

+« The Board of Statutory Auditors did not receive any complaints pursuart to art.
2408 talian Civii Cade or depositions.

s The supervisory activity of the Board of Statutory Auditors was acknowledged
in the minutes of the 24 mestings held in 2017. The Board of Statutory Auditors
alsa took part in the 11 meetings of the Board of Directors: the documentation
supporting the arguments put on the agenda was complete and sent well in
advance,

» During the supsrvisory activity performed and based on the information
obtained from the audifing company, no omissions, ar reprehensihle facts, or
irregularities, or, in any case, significant facts emerged such to require the
reporting to the supsivisory bodies or a mention in this repott.

LI

Supervisory Activities pursuant to art. 3 paragraph 7 of legisfative decree n.
25472016

The Board of Statutory Auditors supervised compllance with the provisions of
Legislative Decree 254/2016 concerning non-financial communications and
information on diversity; the subject in charge of the statutory auditing of the
accounts - KPMG S.p.A. - verified the preparation of the non-financial statement
and issued a "limited assurance engagement" regarding the compliance of the
information provided with respect to the requirements of the decree and the
reporting standards and guidelines used for the preparation of this informatior.

10



Supervisory Activities pursuant to art. 19 of legisiative decree n. 38/2010

It is recalled that, pursuant {o ait. 19 of legislative decree n, 38/2010, the Board of
Statutory Auditors is respansible for monitoring the financial reporting process,
monitoring the effectiveness of the internal quality control and risk management
systems of the company and Internal audit, monitoring the statutory audit of the
financial statements and verifying and monitoring the indepéndanca of the audlting
firm.

Even if the aforementioned report in part afraady provides the indications referred
to in the above-mentioned art. 16, in particular, it should be noted that the
supervisary activity referred to the financial reporting process, the intemal control
and risk management system, the statutory audit activity and tha auditor's
independence did not reveal any additional elemants to report.

EE N
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Proposal to the Shareholders’ Meeting

- Financial statements as at 31 December 2017

Considering also the results of the activities carried oul by the subject responsible
far accounting contral, the results conlained in the report issued on 6 April 2018,
the Board of Statufory Auditors expresses a favourable opinion on the approval of
the financial statements as at 31 Deacamber 2017 which closes with a net proiit of
€ 89,490,653 (2016: € 84,163,727); no impediment to the propesal concerning its

destination indicated by the Beard of Diractors.

The mandate given by the Sharcholders' Meeling to this Roard of Statutory
Auditors expires with the approval of the financial statements for the vear ended
31 December 2017. The Board of Statutory Auditors thanks the management and
all the company functions for the support provided in carrying out its inslitutional

activitles,
Milan, 9 April 2018

The Board of Statutory Auditors
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Alessandro Grange, GHairman
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(Translation from the Italian original which remains the definitive version)

Independent auditors’ report pursuant to article 14 of
Legislative decree no. 39 of 27 January 2010 and article 10
of Regulation (EU) no. 537 of 16 April 2014

To the shareholders of
Nexi S.p.A.

Report on the audit of the separate financial statements

Opinion

We have audited the separate financial statements of Nexi S.p.A. (the “Company”),
which comprise the statement of financial position as at 31 December 2017, the
income statement and the statements of comprehensive income, changes in equity
and cash flows for the year then ended and notes thereto, which include a summary of
the significant accounting policies.

In our opinion, the separate financial statements give a true and fair view of the
financial position of Nexi S.p.A. as at 31 December 2017 and of its financial
performance and cash flows for the year then ended in accordance with the
International Financial Reporting Standards endorsed by the European Union and the
Italian regulations implementing article 43 of Legislative decree no. 136/15.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISA
Italia). Our responsibilities under those standards are further described in the
“Auditors’ responsibilities for the audit of the separate financial statements” section of
our report. We are independent of Nexi S.p.A. in accordance with the ethics and
independence rules and standards applicable in Italy to audits of financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in the audit of the separate financial statements of the current year. These
matters were addressed in the context of our audit of the separate financial
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statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.

Classification and measurement of financial assets at fair value

Notes to the separate financial statements - “Part A - Accounting policies”: paragraphs
A.2.1 “Financial assets held for trading”, and A.2.2 “Available-for-sale financial assets”
and section A.4 “Fair value disclosure”

Notes to the separate financial statements - “Part B - Notes to the statement of
financial position - Assets”: sections 2 “Financial assets held for trading” and 4
“Available-for-sale financial assets”

Notes to the separate financial statements - “Part C - Notes to the income statement”:
section 8 “Net impairment losses”

Key audit matter Audit procedures addressing the key
audit matter

The separate financial statements at 31 Our audit procedures included:

December 2017 include financial assets of . ,

€2 647 million. — understanding the Company’s processes
’ ) . . for the acquisition, sale, classification

These flnanC|aI. assets comprise ggsets and measurement of financial

measured at fair value of €127 million for instruments:

which there is no quoted price on an active

market and which the directors have — sample-based test of the classification of

classified at level 2 of the fair value financial instruments in the appropriate

hierarchy. fair value level;

Classifying and measuring fair value level 2 — analysing the reasonableness of the

financial .instrur.nents iS a 0'0mp|eX pI’OCGSS parameters used by the directors to

that entails a high level of judgement. measure them; we carried out these

For the above reasons, we believe that the procedures with the assistance of

classification and measurement of financial experts of the KPMG network;

assets at fair value are a key audit matter. — analysing the significant changes in the

financial instruments’ portfolio mix
compared to the previous year and
discussing the results with the relevant
internal departments;

— assessing the appropriateness of the
disclosures on financial instruments and
the related fair value levels.
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Measurement of the investment in Bassilichi S.p.A.

Notes to the separate financial statements “Part A - Accounting policies”: paragraph

A.2.7 “Equity investments”

Notes to the separate financial statements -“Part B - Notes to the statement of
financial position - Assets”: section 10 “Equity investments”

Key audit matter

Audit procedures addressing the key
audit matter

On 3 July 2017, the Company acquired
control over Bassilichi S.p.A. (98.20%) and
recognised an equity investment of €72.1
million in its separate financial statements.
Subsequently, an increase of €100 million in
the share capital of Bassilichi S.p.A was
approved and the Company acquired an
additional stake for €1 million. As a result of
these transactions, the Company wholly
owns Bassilichi S.p.A. and the related
investment’s carrying amount is €173 million.

During our audit, we paid special attention to
the acquisition of Bassilichi S.p.A. as
measuring its carrying amount entails a high
level of judgement, since it is particularly
complex and based on valuation models that
require estimates, which, by their very
nature, are uncertain and subjective, of cash
flows and the related discounting.

Our audit procedures included:

— analysing the contract documents
relating to the acquisition;

— analysing the acquiree’s assets and
liabilities at the acquisition date and at
31 December 2017;

— analysing the valuation approach,
assumptions and methods used to
measure the acquired equity investment;
we carried out these procedures with the
assistance of experts of the KPMG
network;

— assessing the appropriateness of the
disclosures about the acquisition.

Recoverability of goodwill

Notes to the separate financial statements -“Part A - Accounting policies”: paragraphs
A.2.9 “Intangible assets” and A.2.17 “Other information”

Notes to the separate financial statements “Part B - Notes to the statement of financial
position - Assets”: section 12 “Intangible assets”

Key audit matter

Audit procedures addressing the key
audit matter

The separate financial statements at 31
December 2017 include goodwill of €247
million.

The Company’s directors calculated the
recoverable amount of goodwill as the higher
of its fair value less costs of disposal and
value in use. They estimated its value in use
applying the dividend discount model
(excess capital version) based on the
Group’s 2017-2021 business plan approved
by the Company’s board of directors on 9
February 2017 and considering its
subsequent amendments approved by the
board of directors on 18 January 2018,

Our audit procedures included:

understanding the process adopted to
prepare the impairment test;

checking the accuracy of the data used
to estimate the recoverable amount by
comparing them to the figures of the
2017-2021 business plan approved by
the Company’s board of directors on 9
February 2017 and considering its
subsequent amendments approved by
the board of directors, changes in the
reference scope and the 2018 budget;

— checking the reasonableness of the
model adopted for impairment testing
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Key audit matter Audit procedures addressing the key
audit matter

changes in the reference scope and the and the related assumptions, including

2018 budget. by means of comparison with external

data and information; we carried out
these procedures with the assistance of
experts of the KPMG network;

— assessing the appropriateness of the
disclosures about goodwill and the
related impairment test.

The fair value has been measured using the
market multiples method, using the median
value of a sample of comparables.

These methods are very complex and use
valuation methods that require estimates,
which, by their very nature, are uncertain and
subjective, of the calculation of the expected
cash flows and the other parameters,
including the discount rate.

For the above reasons, we believe that the
recoverability of goodwill is a key audit
matter.

Responsibilities of the directors and board of statutory auditors (“Collegio
Sindacale”) of Nexi S.p.A. for the separate financial statements

The directors are responsible for the preparation of separate financial statements that
give a true and fair view in accordance with the International Financial Reporting
Standards endorsed by the European Union and the Italian regulations implementing
article 43 of Legislative decree no. 136/15 and, within the terms established by the
Italian law, for such internal control as they determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

The directors are responsible for assessing the Company’s ability to continue as a
going concern and for the appropriate use of the going concern basis in the
preparation of the separate financial statements and for the adequacy of the related
disclosures. The use of this basis of accounting is appropriate unless the directors
believe that the conditions for liquidating the Company or ceasing operations exist, or
have no realistic alternative but to do so.

The Collegio Sindacale is responsible for overseeing, within the terms established by
the ltalian law, the Company’s financial reporting process.

Auditors’ responsibilities for the audit of the separate financial statements

Our objectives are to obtain reasonable assurance about whether the separate
financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISA ltalia will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these separate financial statements.

As part of an audit in accordance with ISA Italia, we exercise professional judgement
and maintain professional scepticism throughout the audit. We also:
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— identify and assess the risks of material misstatement of the separate financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control;

— obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal control;

— evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the directors;

— conclude on the appropriateness of the directors’ use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the 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 auditors’ report
to the related disclosures in the separate financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditors’ report. However, future
events or conditions may cause the Company to cease to continue as a going
concern;

— evaluate the overall presentation, structure and content of the separate financial
statements, including the disclosures, and whether the separate financial
statements represent the underlying transactions and events in a manner that
achieves fair presentation.

We communicate with those charged with governance, identified at the appropriate
level required by ISA ltalia, regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have
complied with the ethics and independence rules and standards applicable in Italy and
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the separate financial
statements of the current year and are, therefore, the key audit matters. We describe
these matters in our auditors’ report.

Other information required by article 10 of Regulation (EU) no. 537/14

On 7 May 2010, the shareholders of Nexi S.p.A. appointed us to perform the statutory
audit of its separate and consolidated financial statements as at and for the years
ending from 31 December 2010 to 31 December 2018.

We declare that we did not provide the prohibited non-audit services referred to in
article 5.1 of Regulation (EU) no. 537/14 and that we remained independent of the
Company in conducting the statutory audit.
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We confirm that the opinion on the separate financial statements expressed herein is
consistent with the additional report to the Collegio Sindacale, in its capacity as audit
committee, prepared in accordance with article 11 of the Regulation mentioned above.

Report on other legal and regulatory requirements

Opinion pursuant to article 14.2.e) of Legislative decree no. 39/10

The directors of Nexi S.p.A. are responsible for the preparation of the Company’s
directors’ report at 31 December 2017 and for the consistency of such report with the
related separate financial statements and its compliance with the applicable law.

We have performed the procedures required by Standard on Auditing (SA Italia) 720B
in order to express an opinion on the consistency of the directors’ report with the
Company’s separate financial statements at 31 December 2017 and its compliance
with the applicable law and to state whether we have identified material
misstatements.

In our opinion, the directors’ report is consistent with the separate financial statements
of Nexi S.p.A. at 31 December 2017 and has been prepared in compliance with the
applicable law.

With reference to the above statement required by article 14.2.e) of Legislative decree
no. 39/10, based on our knowledge and understanding of the entity and its
environment obtained through our audit, we have nothing to report.

Milan, 6 April 2018

KPMG S.p.A.
(signed on the original)

Roberto Fabbri
Director of Audit
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Shareholders’ Meeting resolutions MEXI -357

Shareholders' Meeting resolutions

of 26 April 2018

Below is a summary of the resolutions adopted by the Ordinary Shareholders' Meeting held on second call on 26 April 2018.

—

. FINANCIAL STATEMENTS AS OF 31 DECEMBER 2017, REPORT ON OPERATIONS OF THE BOARD OF DIRECTORS; REPORTS OF
THE BOARD OF STATUTORY AUDITORS AND THE EXTERNAL AUDITOR; RELATED RESOLUTIONS.
The Shareholders” Meeting approved the financial statements as of December 31, 2017 as presented by the Board of Directors
and the relative assignment of the profit of the financial year.

2. APPOINTMENT OF THE BOARD OF DIRECTORS AFTER DETERMINING THE NUMBER AND TERM OF OFFICE OF THE DIREC-
TORS. DETERMINATION OF RELATED FEES; RELATED RESOLUTIONS.
The Shareholders’ Meeting resolved to determinate on 15 the number of the members of the Board of Directors and appoin-
ted as members of the Board of Directors, until the approval of the financial statements at December 31, 2020:
Mr. Franco Bernabe;
Mr. Luca Bassi;
Mr. Paolo Bertoluzzo;
Mr. James Brocklebank;
Mr. Giuseppe Capponcelli;
Mr. Francesco Casiraghi;
Mrs. Michaela Castell;;
Mr. Umberto Colli;
Mr. Simone Cucchetti;
Mr. Stuart Cent;
Mr. Federico Ghizzoni;
Mr. Larry Klane;
Mr. Robin Marshall;
Mr. Jeffrey Paduch;
Mr. Ottavio Rigodanza.

3. APPOINTMENT OF THE BOARD OF STATUTORY AUDITORS AND ITS CHAIRMAN. DETERMINATION OF RELATED FEES; RE-
LATED RESOLUTIONS.
The Shareholders” Meeting resolved to appoint as members of the Statutory Auditors, until the approval of the financial sta-
tement at December 31, 2020:
Mr. Gianluigi Fiorendi (Chairman);
Mr. Lorenzo Banfi (Statutory auditor);
Mr. Paolo Lazzati (Statutory auditor);
Mr. Gianluca Pozzi (Substitute auditor);
Mr.Andrea Brambilla (Substitute auditor).

4. NEXI GROUP REMUNERATION POLICIES; RELATED RESOLUTIONS.
The Shareholders” Meeting approved the remuneration policies of Nexi Group as proposed by the Board of Directors.
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Corporate positions

at 26 April 2018

BOARD
OF DIRECTORS

BOARD OF
STATUTORY
AUDITORS

GENERAL
MANAGEMENT

Chairman

Deputy Chairman

Chief Executive
Officer

Directors

Chairman

Statutory auditors

Substitute auditors

General Manager

Deputy Vice
General Manager

Corporate positions MNEXI -361

Franco Bernabe

Giuseppe Capponcelli

Paolo Bertoluzzo

Luca Bassi

James Brocklebank
Francesco Casiraghi
Michaela Castelli
Umberto Colli
Simone Cucchetti
Stuart Gent
Federico Ghizzoni
Larry Klane

Robin Marshall
Jeffrey Paduch
Ottavio Rigodanza

Gianluigi Fiorendi

Lorenzo Banfi
Paolo Francesco
Maria Lazzati

Gianluca Pozzi
Andrea Brambilla

Paolo Bertoluzzo

Pier Paolo Cellerino
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Shareholders’ list

Mercury UK HoldCo
Limited

Banco BPM S.p.A.

Credito
Valtellinese S.p.A.

Banca Popolare
di Sondrio S.c.p.A.

BPER Banca S.p.A.
UBI Banca S.p.A.

Banca Popolare
di Cividale S.c.p.A.

Nexi S.p.A.

ICCREA
Holding S.p.A.

Banca Sella
Holding S.p.A.

Banca Popolare
del Frusinate S.c.p.A.

Banca Popolare

Vesuviana Soc. Coop.

Shareholders' list MEXI -365

London

Milan

Sondrio

Sondrio
Modena

Bergamo

Cividale

Milan

Rome

Biella

Frosinone

S. Giuseppe Vesuviano



Nexi S.p.A.

Corso Sempione 55 « 20149 Milan

T.+39 0277051« F. +39 02 7705 346

Share capital € 42.557370,00 fully paid in

Registered with Bank and Banking Group Register under no. 5000.5
Milan Registry of Companies Tax Code: 00410710586

VAT no. 13212880150 - Register of Economic Activities (REA) 318847

Concept, Graphic design:

O
MerCUriOe

wvvvv.mercuriogp.eu

Nexi S.p.A. has printed this report on paper sourced from
responsibly-managed forests to FSC® (Forest Stewardship Council®) standards.












nexi

nexi.it | 000



	1
	2
	3
	4

