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Independent auditors’ report

pursuant to art. 14 and 16 of Legislative Decree n. 39 dated 27 January 2010
(Translation from the original Italian text)

To the Shareholders of Banca Popolare di Cividale S.c.p.A.

1. We have audited the financial statements of Banca Popolare di Cividale S.c.p.A. as of and
for the year ended December 31, 2013, comprising the balance sheet, the income
statement, the statement of comprehensive income, the statement of changes in
shareholders' equity, the statement of cash flows and the related explanatory notes. The
preparation of these financial statements in compliance with International Financial
Reporting Standards as adopted by the European Union and with art. 9 of Legislative
Decree n. 38/2005 is the responsibility of Banca Popolare di Cividale S.c.p.A.'s
management. Our responsibility is to express an opinion on these financial statements
based on our audit.

2. Our audit was performed in accordance with auditing standards recommended by CONSOB
(the Italian Stock Exchange Regulatory Agency). In accordance with such standards, we
planned and performed our audit to obtain the information necessary to determine
whether the financial statements are materially misstated and if such financial statements,
taken as a whole, may be relied upon. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, as well as
assessing the appropriateness and correct application of the accounting principles and the
reasonableness of the estimates made by management. We believe that our audit provides
a reasonable basis for our opinion.

For the opinion on the financial statements of the prior year, which are presented for
comparative purposes, reference should be made to our report dated April 9, 2013.

3. Inour opinion, the financial statements of Banca Popolare di Cividale S.c.p.A. at December
31, 2013 have been prepared in accordance with International Financial Reporting
Standards as adopted by the European Union and with art. 9 of Legislative Decree n.
38/2005; accordingly, they present clearly and give a true and fair view of the financial
position, the results of operations and the cash flows of Banca Popolare di Cividale S.c.p.A.
for the year then ended.
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4, The management of Banca Popolare di Cividale S.C.p.A. is responsible for the preparation
of the Directors' Report on operations in accordance with the applicable laws and
regulations. Our responsibility is to express an opinion on the consistency with the financial
statements of the Directors’ Report on operations and the specific section on Corporate
Governance, regarding the information included therein in compliance with art. 123-bis
paragraph 2, letter b) of Legislative Decree n. 58/1998, as required by the law. For this
purpose, we have performed the procedures required under Auditing Standard 001 issued
by the Italian Accounting Profession (CNDCEC) and recommended by CONSOB (the Italian
Stock Exchange Regulatory Agency). In our opinion the Directors’ Report on operations
and the information reported therein in compliance with article 123-bis paragraph 2, letter
b) of the Legislative Decree n. 58/1998 in the specific section of the report are consistent
with the financial statements of Banca Popolare di Cividale S.c.p.A. as of December 31,
2013.

Milan, April 9, 2014

Reconta Ernst & Young S.p.A.
signed by: Marco Bozzola, Partner
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Notice to convene an ordinary meeting of the shareltders

The Bank’s shareholders are hereby notified ofdiftBnary meeting of the shareholders to be heltheat
Centro San Francesco in Cividale (Piazza San Fsaoyewith first call at 9:00 AM on 24 April 2014a
second call, if necessary, at 9:30 AM on 25 Apdil 2.

Agenda
1. Financial statements for the year ended 31.12.20@3any related business;
2. Proposal to set the share premium pursuant tolar2is28 of the Italian Civil Code;
3. Proposal by the Board of Statutory Auditors pursaarArt. 13 of Legislative Decree No. 39/2010
to supplement the compensation for legal auditergise;
4. Group compensation policies; and
5. Appointment of corporate officers and determinatiétheir compensation.

We would also like to remind you that, pursuanth® law, only those shareholders presenting ceatifin
of ownership of their shares, issued at brancheBasfca Popolare di Cividale S.c.p.A. or by another
intermediary, are eligible to attend meetings @freholders.

In accordance with the current Bylaws for the mregtiof Banca Popolare di Cividale S.c.p.A., shddgre
may obtain a copy of those Bylaws free of charge.

Cividale, 28 March 2014

The Chairman
Lorenzo Pelizzo



Letter from the Chairman

Shareholders,

The economic situation in Italy continued to deteate in 2013, and north-eastern Italy, our Baaké&a of
operation, also failed to show signs of the eagearaited recovery. To cite one example, household
consumer spending in Friuli Venezia Giulia, which2012 had already declined by 2.9%, remained in
negative territory, marking a further decrease.a$2

The negative effects of the serious economic sa@natre weighing heavily on the job market in oegion

as well, where the number of the employed fell wel®0,000 (499,000 compared to 511,000 in 2012) and
those seeking work increased to 40,000, up by 7@8@f@pared to the previous year. In ltaly, the
unemployment rate reached 14% and was above 4096tioig people: we are faced with a dangerous social
emergency. Moreover, if we assign a value of 1a@édndustrial production level before the crigis2013
production came to 76.5 in the province of Udindiere our institution’s activity is most densely
concentrated. In terms of GDP, it is as if Veneadd bravelled back in time 13 years, taking theaedack

to the levels last seen in 2000.

However, there are also some encouraging figuigerdeng exports that show how our SMEs remain vital
even in times of crisis. North-eastern Italy conés to play a leading role on global markets. Negktern
Italy’s exports now account for 18% of the Italiatal. According to a study by Fondazione Nordd#sg
area’s exports increased by 2.3% in 2013, whetafsdtagnated at -0.1%. Yet if we break this fegdown

by region, we may observe that Trentino Alto Adaghieved an increase in exports of +3.08% and \denet
of +2.79%, while Friuli Venezia Giulia paid the g&ifor its ongoing company crises with a decredise o
0.55%. Essentially, the stagnation of Italy’s ecog@verall, regardless of the many positive engapurial
experiences, remains a bitter reality. In 2013petiog to chamber of commerce figures, Friuli Vaaez
Giulia lost 1,500 businesses compared to one i@, porth-eastern Italy lost 11,000, and Italysashole
111,000.

Similarly, another significant indicator of the oak stagnation of Italy’s economy is provided by tbank-
business relationship, which has shown a declineans to companies and a rise in the annual rfate o
reclassification of bank loans as bad debts. Thiedebts of Italian banks have been estimated &24 &
2013. Overall, the financial system bears €153I®biof bad debts. According to Prometeia, thigfie is
destined to increase by another €50 billion by 2016

Italy’s main banks closed their 2013 financial sta¢nts with record losses and have announced branch
closures and redundancies for thousands of emogeseral banks in our region also reported sagmft
losses for the first time.

Eight of Italy’s largest banks have taken corrextmeasures, launching capital increases of a t6té8
billion. Following the inspections conducted by supervisory authority in 2013, as many as 14tunsdns
were placed in receivership or asked to find angaut

In short, Italian banks sustained heavy losse®IBand are looking towards the prospect of a regowm
2014 with caution. From the beginning of the finahcrisis, marked by the collapse of Lehman Braghie
September 2008, to September 2013, Italy’s sevgedabanks closed 4,591 branches, 16.5% of the tot
The disruptive effect of the crisis required aBtitutions to revise their fixed costs thoroughhgaimplify
their organisational structures. This revolutionswaso favoured by the increase in online transasti
enabled by the increasingly widespread use of hioamking. The impact of the crisis on banks also had
grave consequences for Friuli Venezia Giulia. Takdn Banking Association’s regional committe esgses
non-performing positions at €4 billion, and in Sapber 2013 bad debts came to nearly €2.3 billipripyu
20% compared to 2012, with approximately €400 onillhew positions reclassified as bad debts.

In this worrisome scenario, cooperative banks hdisenguished themselves overall, while sharinghim
effects of the negative situation. The emphasisacting as local banks, with a natural vocation for
maintaining close relationships with local busimss®ven during difficult times, translated intoirerease

in market share of loans to SMEs, which came to 262013. Cooperative banks such as our own coadinu
to support their local economies throughout thei€years, while suffering an increase in credk,rivhich
rose from 3% in 2008 to 10% in 2013, a level thas wonetheless more than 2% below the nationahgeer
Over the past three years, loans to ordinary custelny cooperative banks increased by 5.6%, cordare
1.1% for other intermediaries. In June 2013, norfigpming loans accounted for 6.7% of the total for
cooperative banks, compared to 7.8% for the reitebanking industry. From the standpoint of dépps
during the crisis period, 2008-2013, cooperativekisaecorded an increase of 19%, more than sixep&ge




points above the national average, bearing witteetfe validity of the customer relationship modebpted

by cooperative banks, which throughout Italy happraximately 1,320,000 shareholders, nearly 83,000
employees and over 9,200 branches. Over the pagtais, given the persistence of the crisis, thesdks
contributed to sustaining cultural and social gitoimttheir local communities, to which they devo&d to

8% of their earnings (€130 million in contributioims2013 alone).

As evidence of the segment’s counter-cyclical regtcooperative banks have proven a key resourdedalr
economies, and the recurring attempts to modify tréginal characteristics would result in graventhge
to the economic and social fabric, as we are wedlra in our region, which at one time boasted asyraa
nine cooperative institutions.

Shareholders,

Closely integrated into the cooperative bankingteays our Bank continued to distinguish itself ire th
previous year through strong ties to the local comity and its most dynamic members. Although thénma
line items (direct funding, indirect funding andals) presented slight, understandable declinesngive
situation, the Bank’s solidity is indisputable ati& consolidation of its market positions is a fadtis
appears an even more commendable achievement wigradnsidered that 2013 was one of the most
complex years in our Bank’s history, due to theef of the various critical aspects of the persistrisis
from our local economy has been suffering sinceB20&t operating income reached €88.2 million, yp b
58.7% compared to 2012. This was a wholly respéetadrformance, undermined only by the significant
accruals to provisions to account for non-perfogrimans of €118.9 million, compared to €41.3 millio
2012. As stated in the letter giving notice of #lereholders’ meeting, this comparison of loan loss
provisions clearly indicates the cause of the fosshe year. Loan management was nonethelessdjbigle
principles of prudence. Bad debts, which came &B8&Lmillion in net terms, account for 5.1% of Benk’s
total portfolio, and the coverage ratio, followittte accruals recognised, was nearly 60% (in adhditio
mortgage collateral), amongst the highest levelshan Italian banking industry. These factors previd
reassurance for the future and are indicative ®fpitudent management approach adopted by the Bbard
Directors, aimed at ensuring that the Bank mayrnetioi its customary levels of profitability in 2014

We remain one of the most important and vital tntins in Friuli Venezia Giulia. We have played oole

of local community bank, staying at the side oflldausinesses and families even during these diifficnes.

For their part, investors have not lost their famhus: simply consider the cooperative’s 1,540 new
shareholders, the 2,100 new accounts opened in 20d3he increase in deposits from the retail chann
only of over €113 million, the true sign of confide in our bank.

The extensive participation of nearly 4,000 attexsdat the recent inauguration of our new headgsantas
further evidence of our bank’s strong ties with teenmunity.

Shareholders,

From a strategic standpoint, it is important to treenthe successful completion of the extraordinary
transactions undertaken at year-end, which resuitéte merger of the subsidiaries, Banca di Ciéidand
Nordest Banca, into Banca Popolare di Cividalewealt as the repurchase of the entire equity interes
Banca di Cividale from Creval for a total of €73nillion. This latter transaction did not have any
consequences for our collaboration with Creditot&lhese, which along with Istituto Centrale fa |
Banche Popolari is a valuable, reliable parthnehwihich we intend to continue to pursue the prooess
which we have embarked, with each playing its oustirtttive role. Another strategically valid equity
holding is our interest in Itas S.p.A. (25%), aigit insurance company based in Trento with whiethave
begun to offer bancassurance services.

The branch network underwent further expansiohénform of the opening of a branch on Via Crispi in
Udine, in an office that formerly hosted Acileasidg the end of 2013 there were 74 operational ¢itaa

(75 in early 2014), spread across seven provinckaly.

Our firm’s social responsibility has taken the foofma renewed commitment to our communities. During
the previous year, we devoted €1.1 million to docidtural and educational projects, fulfillingetihequests

of over 500 local organisations. Over the pastysiars, those of the severe crisis (2008-2013) Baunk
distributed as much as €7 million to social initias, a commitment that sets us apart as a locd bad
genuine cooperative institution. This specific aspE our banking group’s activity will be describ@n

detail in the 2013 Corporate Social ResponsibRport soon to be drafted and available from owv ne
E——— |



website.

Finally, in its seven years of operation, our Iegscompany, Civileasing, has reported an increase i
outstanding loans from €80 million to €333 millianresult essentially in line with that of 2012.ebgqting
revenues climbed to €5.4 million, up by 14.8% coreddo the previous year. Civileasing also recagphis
prudential accruals to provisions of €5.8 milli@ompared to €2.7 million in the previous year, Hasg in

a loss of €1.6 million. In the first two months2fi14, Civileasing also returned to profitable ters, in line
with forecasts for the year. The subsidiary’s nlaies of business are car leasing and capital eugrip
leasing for SMEs.

The 2014-2016 Strategic Plan was also drawn upmdiog out the prudential budget policy implemenrtgd
the Group in 2013, as well as the corporate reasgtian resulting from the merger.

This new Plan, prepared with the consulting firmMK® and already approved by the Board of Directors,
emphasises our institution’s strong potential,figaing the special vocation pursued by Banca Pangodli
Cividale within the context of the particular ecamo, social and institutional characteristics of tacal
communities.

Shareholders

Please allow me a brief digression of a personalreaconsidering that this shareholders’ meetiagks
my departure from the position of director and omain after many years — some say too many — of
dedication to the growth of this Bank. | have dedidhat the time has come to pass to others thk tbat |
have borne until now with a sense of responsibéitgd an absolute conviction in the particular reatfrthe
charge entrusted to me by the shareholders and bbdirectors over the years. One cycle now cames
end as another begins. It is my sincerest hopetliose who come after me will succeed in keepilg th
institution on its path of independence and codparawnership, with the necessary adaptationsiredu
by the times.

I should thank the many people who shared withhmegsponsibility of leading our Bank to its cutrstage

of development, starting with the directors whodalready left us, as well as those now in office general
managers and executives who have truly wishedebefbr the Bank, along with all of the employed®w
have acted as the engine driving its growth. Withibis wealth of sound, dedicated resources, wdduvoot
have achieved the results that we have. Yet myattemost heartfelt thanks go to you, our shares|d
who over the decades have supported the strateglenmented by the Board of Directors under my
leadership, which support allowed us to usher mBank’s 127 year of operation in conditions of sound
health and independence. Naturally, | cannot bgtrsttise the behaviour of those few who opposesl thi
course of action, jeopardising the Bank’s independdn pursuit of partisan interests in contraghwie
cooperative spirit that sets our Bank apatrt.

The recent inauguration of the new headquartershangreat affluence that distinguished the occesie
more showed how precious and useful this finariniitution is in the eyes of the local communithe
speeches given by exponents of authorities boraghigitview. The images of financial institutionsvha
suffered greatly in these years of crisis, yetBaink has once more received strong statementsoafvgth
and sincere affection expressed by many, on atbaels without equal, at least in our regioredve behind
this heritage of esteem, trust and affection tre been built over the years thanks to the collecti
commitment of those who, along with me, have beliestrongly in the irreplaceable role of this Bamkl
resisted easy praise. If mention is still made iofdale both in and beyond our region, it is du¢ oy to

its long history dating back to the times of thei@ms or Lombards, its monuments or UNESCO recamiti
but also to this Bank, which bears the name of ¢itis and embodies the sincere, genuine valuesef t
people of Friuli.



Group financial highlights and balance sheet ratios

BALANCE SHEET DATA 31/12/2013 31/12/2012 Var %
Loans to customers 3.113.834 3.182.832 -2,2%
Financial assets and liabilities 1.580.092 1.503.682 5,1%
Investments in associates and companies subject to joint 7.529 8.635 -12,8%
Total assets 5.097.258 5.286.569 -3,6%
Direct funding 3.698.696 3.787.931 -2,4%
Indirect funding 874.087 926.512 -5,7%
- of wich: Assets under management 544.303 547.396 -0,6%

Total funding 4.572.783 4.714.443 -3,0%
Shareholders' equity 261.309 339.606 -23,1%

* The 2012 figure has been normalised following nerger.

Reclassified consolidated balance sheet

ASSETS 31/12/2013 31/12/2012 Var %
Cash and cash equivalents 20.021 25.501 -21,5%
Financial assets held for trading 3.512 11.198 -68,6%
Financial assets available for sale 1.472.132 1.393.365 5,7%
Invetments held to maturity 105.413 104.107 1,3%
Due from banks 163.750 383.227 -57,3%
Loans to customers 3.113.834 3.182.832 -2,2%
Investments in associates and companies subject to joint 7.529 8.635 -12,8%
Property, plant and equipment and intangible assets (1) 106.377 96.507 10,2%
Other assets (2) 104.690 81.197 28,9%
Total assets 5.097.258 5.286.569 -3,6%
LIABILITIES 31/12/2013 31/12/2012 Var %
Due to banks 1.010.863 970.236 4.2%
Direct funding from customers (1) 3.698.696 3.787.932 -2,4%
Financial liabilities held for trading 965 2.073 -53,5%
Hedging derivatives - 2.915 -100,0%
Other liabilities 116.332 119.212 -2,4%
Specific provisions (2) 9.094 6.936 31,1%
Shareholders' equity pertaining to minority interests - 57.659 -100,0%
Shareholders' equity (3) 261.309 339.606 -23,1%
Total liabilities 5.097.258 5.286.569 -3,6%
INCOME STATEMENT DATA 31/12/2013 31/12/2012 Var %

Net interest income (including result of hedging) 82.406 85.809 -4,0%

Net commissions 22.287 23.523 -5,3%
Dividends and netincome (loss) of equity investments accounted for using

equity method (1) 1.278 1.912 -33,1%

Net trading income 423 3.332 -87,3%

Gains (losses) from purchase/sale of loans and financial assets 50.633 8.878 470,3%

Other operating income (expenses) (4) 736 2.770 -73,4%
Operating incom e 157.762 126.224 25,0%
Personnel expenses (41.308) (40.727) 1,4%

Other administrative expenses (2) (26.843) (27.727) -3,2%

Net impairment/w rite backs on property, plant and equipment and intangible

assets (3) (1.374) (1.587) -13,4%
Operating cost (69.525) (70.041) -0,7%
Income (loss) from operating 88.237 56.183 57,1%
Charges/w rite-backs on impairment of loans and other assets (128.150) (41.332) 210,0%

Goodw ill impairment (1.051) - 100,0%

Net provisions for risks and charges (2.410) (858) 180,9%

Profit (loss) on equity investments - 356 100,0%
Income (loss) before tax from continuing operations (43.375) 14.348 -402,3%

Tax on income from continuing operations 7.581 (8.021) -194,5%
Income (loss) after tax from continuing operations (35.793) 6.327 -665,7%
Minority interest S 3.226 -100,0%

Net incom e for the period attributable to the paren tcompany (35.793) 9.553 -474,7%




BALANCE SHEET RATIOS 31/12/2013 31/12/2012
Indirect funding from customers / Total funding 19,11% 19,65%
Assets under management / Indirect funding from customers 62,27% 59,08%
Direct funding from customers / Total liabilities 72,56% 71,65%
Loans to customers / Direct funding from customers 84,19% 84,03%
Loans to customers / Total assets 61,09% 60,21%
CREDIT RISK INDICATORS (thousands of euros) 31/12/2013 31/12/2012
Net non-performing loans 158.856 122.028
Other net impaired loans 203.443 236.654
Net non-performing loans / Loans to customers 5,1% 3,8%
Other net impaired loans / Loans to customers 6,5% 7,4%
Total net impaired loans / Loans to customers 11,6% 11,3%
Non performing loans hedging 58,1% 54,3%
Other impaired loans hedging 26,2% 12,7%
Cost of credit 3,8% 1,3%
31/12/2013 31/12/2012
Share value 24,50 24,50
N°of shares 17.022.649 16.927.763
Shareholders' equity 261.309 339.606
P/BV 1,60 1,22
Operating structure 31/12/2013 31/12/2012
N°of employees 593 595
Branches 75 73
Basic Earning per share 31/12/2013 31/12/2012
Adjusted attributable profit (35.793) 9.553
Weighted average number of shares 16.634.078 16.634.078
Basic Earning per share (2,152) 0,574
OTHER ECONOMIC INFORMATION 31/12/2013 31/12/2012
Operating cost / Operating income (cost income ratio) 44,1% 55,5%
SOLVENCY RATIOS JM2i2013 3212012
Tier 1 capital / Risk-weighted assets (Tier 1 capital ratic) 8,.37% 11,11%
Total capital / Risk weighted assets (Total capital ratio) 10,31% 13,04%




Directors’ report on operations of the Bank and Graup

Introduction

The primary statutes governing the preparatiorhefdirectors’ report on operations are Art. 2428 of
the ltalian Civil Code, Art. 3 of Legislative DeereNo. 87/1992 concerning the separate and
consolidated accounts of banks, both as recentgnded by Legislative Decree No. 32 of 2 February
2007, and Bank of Italy Circular No. 262 of 22 Deatxer 2005, as amendd®tesentation Schemes and
Rules for Compiling Separate and Consolidated Bankncial Statements

Pursuant to Art. 3, paragraphb8,; of Legislative Decree No. 87/1992, the separatk@nsolidated
report on operations may be presented as a sioglentent, in which greater emphasis is placed, as
appropriate, on matters relevant to the compan@aded within the scope of consolidation as a whol
Accordingly, this report has been drafted in acaoo® with the above Art. 3, paragraplpi8- of
Legislative Decree No. 87/1992, consolidating timalgsis of the Group’s and Parent Company’s
performances into a single document.

The macroeconomic scenarib

Economic scenario

The moderate increase in global economic actinty iaternational trade that began in 2012 continued
in the reporting year. Signs of reinforcement wsen in the United States, driven by lesser unogyrta
surrounding budget policies, whereas the recovetiye Euro Area was more modest. Growth continues
in emerging economies, weighed down by the downsstts associated with less expansionary global
financial conditions.

The prospects of a recovery, accommodating monetaigy, progress in the governance of the Euro
Area and the stabilisation of the internal situaiio Italy contributed to the improvement of coiatits

on European and Italian financial markets. In Nokemthe European Central Bank reduced its official
rates by 25 basis points, reiterating that, if seaey, it will use all of the tools at its disposamaintain

an accommodating monetary policy stance.

In the third quarter of 2013, Italian GDP stoppedlohing, and on the basis of surveys and industria
production performance, the fourth quarter is etgubto close with positive growth. However, within
this scenario there is a great deal of variabliyybusiness segment and geographical location: the
improved outlook for larger industrial companies éusinesses with a greater focus on foreign market
is juxtaposed with a situation that remains unfaable for smaller companies, service providers and
businesses based in southern Italy.

The weakness of domestic demand contained pricagteater extent than in the past; the increase in
VAT in October was only reflected in end pricesatminimal extent, favouring a decline in inflation
that was greater than forecast several monthsGgéo(in December).

Within this scenario, credit conditions remain &rSn the one hand, demand for investments remains
low, while on the other supply shows a strong awer#o risk and the consequences of this attitude o
bank financial statements.

The international economy

The most recent figures indicate that global trattengthened in the third quarter of 2013 and even
accelerated in the fourth.

Inflation remained at very low levels in advancations. In November, the consumer price index iansed
by 1.2% on the corresponding period in the UnitedeS and by 2.1% in the United Kingdom. In Jaiae,
change in the general price index, which returpgbsitive territory last summer, reached 1.6%rierging
nations, consumer price inflation remains highnidi&, Brazil and Russia.

During the year, the FOMC stated that its targitiaf interest rate range will probably be heldte current
levels (forward guidance) for quite some time aftexr unemployment rate falls below 6.5%, especiélly
inflation projections continue to fall short of theng-term objective of 2%. According to the mostent
OECD estimates, global growth, after falling to%.ih 2013, is predicted to recover to 3.6% in theent
year. Global trade is expected to accelerate whAvéhich is still slow from a historical perspeei\During

= SOUrce: The Bank of Italy’s Bolletino Economico.



the period 2002-2007, trade flows increased byrenual average of 9.5%, while global GDP increased b
4.5% per year.

The future course of the global economy remaingestitbo risks, primarily downside risks. Althougdhet
Federal Reserve’s decision to apply a moderatectientuof the rate of securities purchases did eokgate

an increase in volatility on financial and foremxchange markets, there is a risk that a reduofioronetary
stimulus at a greater than expected rate may leaghtexacerbation of global monetary and financial
conditions. Furthermore, despite the political agnent in the United States on the budget for figear
2014-2015 reached in mid-October, there remairs réssociated with the constraints on public dalsi¢e
(the debt ceiling), which after being suspende@atober are set to enter into force once more brugey

of this year.

The Euro Area
In the third quarter, GDP in the Euro Area increlskghtly, by 0.1% compared to the second quarter,
favoured in particular by inventory accumulatiord &mports. InGermany, GDP increased by 0.3%, driven
by investments in construction. France, there was a decline of 0.1% owing to the decr@&adereign
demand and the drop in investmentsltaly, GDP put an end to the prolonged recession by irenga
unchanged (fig. 1).

The economic recovery is believed to have continueithe fourth quarter, while remaining at moderate
levels.

Inflation reached a low for the past four yearsNiwwvember, thé&CB’s Executive Boardeduced the rate

for primary refinancing operations, reiteratingdecision to keep official rates at or below therent levels.

In the coming months, the ECB expects that inffatrothe Eurozone will remain at current levels émel
recovery will be slow, with generally downside gsfor

GDP of the euro area

growth. , _ , and the main area countries (1)
Household demand-emains weak. Retail sales in the ar (quarterly data; indices, 2005=100)
remained stagnant in October and November. Accgrc s 115
to research coordinated by the European Commisgior I
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The Italian economy

In the third quarter of 2013, Italian GDP, whichdhaeen contracting since summer 2011, finally stdpp
declining. In addition, there were signs of a regtiom of growth at a moderate pace in the fourthrtgr of
the year, buoyed primarily by foreign demand. Ihpabbability, economic indicators point to a modes
increase in GDP during the period. The persistaratkness of domestic demand, affected by the fragili
the job market and the weak performance of dispesaizome, is juxtaposed with the more positive
industrial scenario. In December, business con@idencreased further, albeit to a modest degree. Th
purchasing manager index (PMI) for the manufactusector also climbed, remaining above the threshol
compatible with growth for the sixth consecutiventio

The qualitative indicators drawn from surveys okibesses are consistent with a further expansion of
production in the coming months. In Novembedustrial production increased by 0.3% compared to the
previous month, continuing on the moderate uptteatibegan in September.

Manufacturing activity was primarily driven by c&digoods, intermediate goods and energy, juxtapose
with a decline in consumer goods. According toestrmates, on the whole in the fourth quarter efyéar
industrial activity is believed to have increasgdapproximately one percentage point for the firse in
more than two years.

In October, the competitiveness of ltalian compshmmeasured on the basis of production prices for
manufactured goods, worsened slightly. However,pmtitiveness conditions remain more favourable than
those prevailing in 2009.

|



According to estimates based on national accountshe third quarter the operatingofitability of
businesses — calculated as the ratio of value attdgobss operating margin during the twelve momths
September 2013 — increased slightly, while remgigihvery modest levels. The further decline iredix
investments and the increase in self-financinglteduin a decrease in financing needs with resjpecalue
added. The weight of financial expenses remainsengglly unchanged.

In the third quarter of 2013, there was a declintgousehold consumptionwhich continues to be held back
the weakness of disposable income and the diffaartitions of the job market. The recovery of cdefice
that began in 2013 was interrupted in the fourtirtgy.

In the summer months, consumption decreased by ;tf28ocdecline was the most moderate since the
beginning of the recession. The decrease in cornsspeading was accompanied by a slight increasieein
disposable incomes of consumer households. Thaesigns of the stabilisation of household spending
the final part of the year.

Banking and finance

Retail funding performance remained stable, witmeaasigns of renewed confidence by international
investors in Italian intermediaries.

Thedemand for credit from businesses and households remained weals todmusinesses decreased by
8.4%, and loans to families by 2.1%. The decreaseans to businesses over the twelve months was mo
significant for intermediaries belonging to the fog@ groups. In addition, the decline in loansodissed was
most significant for borrowers with fewer than 2@moyees. According to the banks interviewed in the
guarterly survey of bank lending in the Euro ArdeeBank Lending Survéyin the third quarter of 2013 the
lending policies applied to loans to businessesameed essentially unchanged, at slightly restrectavels,
continuing to be affected by the perception of itreidk. Credit access conditions differed gredtly
company size category: the net percentage of comparith fewer than 50 employees that reported a
deterioration of lending conditions was twice tf@t companies with over 249 employees. Similarhg t
share of small enterprises interviewed that stitetthey had not obtained the financing for whtaéy had
applied came to 18.1%, compared to 9.3% for tlaegd counterparts. In cases in which loan apptinati
were granted, the less favourable loan conditiam®auily translated, for both size groups, into leg
interest rates and requests for more extensiveagtees.

On the other hand, theost of credit continued to decline
slightly, while remaining above the average for thero

Growth in bank lending
to the non-financial private sector (1)

(monthly data; percentage changes) Area. The decline was most likely driven by theustn of

o s Official rates by the ECB in early November.
» qu » Inthe third quarter of 2013, the flow néw bad dgpts(net
R of seasonal factors and on an annual basis) ceisssgl for

\ the first time since 2011, while remaining highelfninary
\ information indicates that in October and Noventhertotal
W\ W\\/\\, exposure to borrowers entering the bad debts catégothe
| first time decreased by 16% compared to the cooredipg
.\ period of 2012.
2004 2005 2006 2007 2008 2009 2010 201t 2012 2013 Italian banks further improved their financial pasis,
—12:month rate. —Annualized 3-month rate (2) although profitability remains modest, owing in fjgaslar to
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The cooperative banking system

In 2013, cooperative banking continued to outpenféhe Italian banking industry at large, despite th
persistent negative consequences of the unfavauegiinomic and financial cycle.

On the lending side, there was an increase in rhaHae for loans to businesses to 26.2%; marlestsh
for smaller companies remained stable at 26.1%.

The risk level, measured in terms of the performearfagross bad debts as a percentage of total,loamse
to 10% (12% for the banking industry at large);figare was 7.3% in 2012, 5.5% in 2011 and 4.3%0h0.
Total funding continued to decline, owing primarity the bond component. On the other hand, deposits
performed positively (4%), although less so tha@04d2 (8%), owing to the values recorded in théoreg
of northern Italy, while southern Italy remainedni@gative territory (-0.7% in both 2013 and 2012).

The ratio of loans to funding reached a considerkel, above 90%, especially when compared taque
years: 73.9% in 2012, 73.3% in 2011 and 74.5% 02bearing witness to the desire to continue dwige



credit for the economy. Expectations for the curggrar call for a gradual improvement in productibn
the second half of the year in particular, thisxpected to result in a recovery in banking actifatr both
cooperative banks and other financial institutiamigh positive effects on margins and earnings.

The regional banking system

The decline in bank loans in the region that bégdate 2011 continued in 2013: during the twelvenths
to September 2013, bank credit extended to custoresiding in Friuli Venezia Giulia decreased [33238.
The decrease was more accentuated in the casansf o businesses (-5.5%), whereas the declirmairs|

to households stood at -1.1%. The downtrend mawgttriouted to both the weakness in demand from

companies and households and banks’ lending psligibich remain selective.

New bad debt flows in Friuli Venezia Giuli&
Credit quality, measured as new bad debt posithers percentage of total loans since the begirofitige
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period, continued to decline slowly but constamtlythe business
sector: new bad debt positions amongst loans tksbzame to 4.3%
in September 2013. On the other hand, new bad pletitions
amongst consumer households remained constar@%t(@ig. 1).
Bank deposits decreased by 2.7% on an annual babes.
performance of deposits held by consumer househelasined
positive, while showing the most modest growth si2012, at
3.2% per annum. Deposits held by businesses ddatery sharply,
falling by -21%.

According to the most recent economic foredasts 2014 GDP
growth is expected to resume (+0.7% in Friuli Veaeziulia and
+0.8% in ltaly), while the unemployment rate is jpoted to
continue to rise (8.7% in the region and 13.0%aty).

2 Source: Autonomous Region of Friuli Venezia Giulia: The Credit Market for Businesses and Families in Friuli Venezia Giulia
3 Source: Autonomous Region of Friuli Venezia Giulia: The Economic Crisis in Friuli Venezia Giulia: Monthly Statistical Summary.

4 Source: Prometeia.



The Banca Popolare di Cividale Group

Scope of consolidation

The consolidated financial statements of the bapgimoup of which Banca Popolare di Cividale S.c.psA

the Parent Company include:

1. the financial statements of Banca Popolare di @edb.c.p.A., Civileasing S.p.A. and Tabogan S.r.l.
consolidated on a line-by-line basis; and

2. the financial statements of Acileasing Friuli Velae@iulia S.p.A., Acirent S.r.l. and Itas Assicuiad
S.p.A, consolidated according to the equity method.

Auditing of the consolidated financial statements

The Parent Company has submitted its separatecrslidated financial statements for the reviewhef
independent auditors Reconta Ernst & Young S.p.Ae Buditing engagement was granted by the
Shareholders' Meeting on 9 May 2010.

Structure of the Banca Popolare di Cividale Group £31 December 2013
At 31 December 2013, the Banca Popolare di CiviGatsup was organised as follows:

Banca Popolare di Cividale S.c.p.A.

100%

Civileasing S.p.A.

30% 30%
Help Line S.p.A.

-Banking Group
-Other

In 2013 the Group undertook a restructuring prajleat resulted in the merger of Banca di Cividale /&
and Nordest Banca S.p.A. into Banca Popolare dd€lg S.c.p.A. The merger is part of the projented

at revising the Group’s business plan approvedheyRarent Company’s Board of Directors on 8 March
2013.

The branch network of the Banca Popolare di Civida Group

The Group’s branch network consisted of 74 opematibranches at 31 December 2013.

During 2012, the Group continued to expand withiiulFVenezia Giulia and into neighbouring eastern
Veneto in accordance with the branch plan authdrisethe Bank of Italy. During the year, a branciisw
opened on Via Crispi in Udine.

With the newly opened branches, the Group now haesence in six provinces in the regions of Friuli
Venezia Giulia and Veneto, distributed as follows:

- 40 in the province of Udine;

- 8 in the province of Gorizia;

-11 in the province of Pordenone;

- 3in the province of Trieste;

- 6 in the province of Treviso;
EE—— |



- 5in the province of Venice; and
- 1in the province of Belluno.

The human resources of the Banca Popolare di Civite Group
At 31 December 2013, the human resources of corepdielonging to the Banca Popolare di Cividale
S.c.p.A. Group numbered 593 compared to 595 in Mbee 2012, marking a decrease of two resources.

The merger of Banca di Cividale and Nordest Bamta Banca Popolare di Cividale entailed the
intercompany transfer of 469 resources. Net of dipisration, seven employees were hired and nine lef
service. The sales network (branches) employsffao§ta86, representing 65.1% of the total head¢oun

Workforce statistics for the Banca Popolare di Civilale Group
Classification of staff by professional category:

31/12/2013 31/12/2012
Men Women Total Men Women Total
Senior managers 9 - 9 10 - 10
Middle managers 186 34 220 185 35 220
Middle managers — part time - 10 10 - 9 9
3rd professional area 157 147 304 160 147 307
3rd professional area — part time 4 36 40 3 37 40
2nd professional area 3 7 10 3 6 9
1st professional area - -
Total 359 234 593 361 234 595
Incoming and outgoing personnel:
Changes 2013 Changes 2012
Men Women Total Men Women Total
Hirings 5 2 7 20 15 35
Terminations 7 2 9 26 12 38

Breakdown of workforce by age, gender and education

31/12/2013 31/12/2012
Men Women Total Men Women Total

No. of employees by gender 359 234 593 361 234 595
Percentage of employees by gender 60,5% 39,5% 100,0% 60,7% 39,3% 100,0%
Level of education

University degree 138 102 240 134 103 237
Secondary school diploma 213 128 341 219 127 346
Other 8 4 12 8 4 12

Breakdown of workforce between headquarters anddiranetwork:
Number of employees

31/12/2013 % 31/12/2012 %
Headquarters 187 31,5% 182 30,6%
Branch netw ork 406 68,5% 413 69,4%
Total 593 100,0% 595 100,0%

Training

As in previous years, the 2013 Training Plan wasteld according to the guidelines envisaged irthiee-
year Strategic Plan. In further detail, trainingggmammes were implemented with the aim of: bringing
current skills into line with the strategic skiltentified; disseminating the knowledge presemhécompany
and encouraging uniform behaviour; and dissemigatompany values and objectives. Training activity
took the form of behavioural initiatives of a maeggl nature (on communication, relationships aaldsy,
initiatives of a technical nature (on credit anddarcts) and initiatives concerning laws and reduat
(prevention of money-laundering, the administratiability of entities, workplace safety, etc.).

During 2013, the employees of Banca Popolare did@le S.c.p.A. received a total of 22,059 hours of
training, corresponding to 2,941 man-days.

Particular attention was devoted to organising sesiconcerning legal obligations, with a specialifoon
ISVAP rules (ISVAP Regulation No. 5 of 16.10.200&)process that involved conducting the associated

|



training and subsequent refresher sessions oraimseiissues in order to ensure that insurance gredles
staff were able to keep their qualifications cutr&onsiderable efforts were also dedicated tmitngi and
refresher sessions for personnel concerning maagydiering prevention rules pursuant to Legislative
Decree No. 231 of 2007.

Staff members also participated in conventions sechinars organised by industry associations and
companies and other organisations with experiemdbe areas in question in order to further exptbhee
various issues and new developments that occumrtakibanking industry.

Document on the Group’s compensation policies

The general principles of the governance provisissged by the Bank of Italy place especial emphasi
the mechanisms for providing compensation and inesnto bank strategic supervision and controlybod
members, management, employees and contractorsstatedthat those mechanisms are among the key
factors to fostering the competitiveness and gavaea of banks, in addition to being a means oetitrg
and retaining employees with professional skilld arpertise suited to the company’s needs.

Such compensation mechanisms are to be inspirgtiébprinciples of sound, prudent risk management
policies and are to be consistent with long-termmgany strategies and objectives. Supervisory réiguka
thus envisage that personnel compensation policigsding any plans based on financial instruméats.,
stock options), be subject to approval by the di@ders’ meeting.

The shareholders’ meeting is thus called upon poa@ theGroup Compensation Policiea document that
provides a detailed account of the Banca Popola@i#vilale Group’s compensation and incentive pe$ic
and the principles of propriety, fairness and tpanency upon which those polices are founded, in
accordance with the Bank’s business philosophyglvaims to create sustainable economic, but alsalso
value in the medium term. A detailed disclosurthefimplementation of the Group’s compensationgoesi

is provided to the ordinary session of the Shadgrsl Meeting.

Bonus and incentive system

During the year, activity in the area of human teees management policies included an update to the
incentive system for the sales network focused uantitative balance sheet and income statemergttarg
with a focus on the long term and customer satisfacwhile also taking management risk profilein
consideration. The incentive system is integrat¢al the more general bonus system, which consisteo

set of rewards (fixed and variable) for the prof@salism and qualitative and quantitative perforoemof

the Group’s human resources.

Mission and values of the Banca Popolare di CividalGroup
The mission of the Banca Popolare di Cividale SAc.@roup is tocreate value over timefor:
- shareholders who believe in this venture and have placed tinest in us;
- customers the households and businesses that, in exchangeeir loyalty, are entitled to appropriate
services;
- employeeswho add value to the Group and, in return, expeafessional growth and economic rewards;
and
- the community, as true progress is not possible unless econgmiwth is accompanied by social,
cultural, ethical and moral advancement.

The Banca Popolare di Cividale S.c.p.A. Group seekecome a point of reference for families, gonegnt
and businesses in the Friuli Venezia Giulia regaong to promote cultural, economic and social ghoiwt
its local area.

The Banca Popolare di Cividale S.c.p.A. Group idseto continue to operate independently, identifyat
forms of cooperation that can help it achieve digporate aims.

The mission of the Banca Popolare di Cividale SAc.@roup is inspired by the following values:

- Driving change

The Banca Popolare di Cividale S.c.p.A. Group séelk®e a driver of change by continuously questigni
its function and re-casting itself in innovativéfeetive ways.



- Independence

The Banca Popolare di Cividale Group intends tdinae to operate independently, identifying allnfisrof
cooperation that can help it achieve its corpoaates.

- Customer focus

Customers lie at the heart of the Group’s stratagitoperational choices. Relationships with custsrare
based on attentiveness and a propensity to listesrder to offer a constantly evolving range abghucts
and services.

- Entrepreneurship and involvement

A spirit ofinitiative , belief, commitment andpatrticipation characterise the people who work for our Group.
These same characteristics underpin our searctpugdity and innovation in our products and services
order to cater to customer needs.

- Competence and professional growth

The growth of the Banca Popolare di Cividale SAc.|6sroup over time leverages the Group’s wealth of
professional skills and experience by sharing kedgé and promoting the development of interpersonal
relations.

- Ethics and transparency

Responsibility and fairness are the cornerstonaheiGroup’s interaction with customers, sharehrslde
associates and the community as a whole. By enigti@insparency in business and commercial dealings
supporting social responsibility initiatives angpecting the environment, the Banca Popolare dd@liie
S.c.p.A. Group intends to foster economic, soaial @ultural development in the area where it opstat

- Identity and history

The Group’s cultural roots can be traced backsistoric identity as a credit institution foundedoster
local economic and social development.



Corporate management and the pursuit of a common géctive

The shareholders

The Company had 12,994 shareholders at 31.12.204 3esult of the purchase of interests by 1,236 ne
investors and the sale of interests by 551 shaidel®l

During the year, the Company purchased 878,89&urgashares on its own account for a total of
€21,532,952 and sold 1,276,168 treasury sharessoowin account for a total amount of €31,266,116,
corresponding to 5.16% and 7.50%, respectivelputdtanding shares at 31 December 2013.

At 31 December 2013 there were 297 shares in piortfor a total value of €7,276, correspondin@t002%

of outstanding shares at 31 December 2013.

Such transactions were undertaken in accordanbestaitutory rules and within the limits of the distitable
earnings and available reserves with the aim daéfog) the circulation of the Company's shares.

The shareholder-customers of the subsidiary BanCaveblale S.p.A. were allowed to place purchasd an
sale orders for shares of Banca Popolare di Ciwigtathe context of the customer order executionice.
This activity was suspended in September 2013 éw\df the merger of the Group banks. Through this
channel, customers sold 770,252 shares for €18,8% and purchased 236,901 shares for €5,804,074.
During 2012, 1,236 applications for the admissibnew shareholders were reviewed. No applicatioaew
rejected due to failure to meet the requiremerttfosth in the Articles of Association.

The demonstration of the principle of the “openunatof the company” sanctioned by Article 2528 t
Italian Civil Code is summarised in the followirgpte, which shows changes in shareholders ovegrase

five years:
Year Incoming Outgoing
shareholders shareholders
2009 878 374
2010 1,502 357
2011 570 384
2012 1,012 608
2013 1,236 551

Annual report on the mutual nature of the cooperatve and corporate social responsibility

This section of the report, in addition to dischiaggthe obligation imposed by the reformed texAdicle
2545 of the Italian Civil Code, represents an intguair opportunity to provide shareholders with otijeg
measurable data that certify that the Parent Coypaperations match the mutual spirit of the Compa
as envisaged by Article 3 of the Articles of Assdiin. In other words, this report allows the Bamgrovide
further proof that the cooperative model is weltesdy even in the current competitive scenarianteting
the needs of economic, moral and cultural promagxpressed by the society and communities in wiieh
Bank operates.

The Parent Company pursues the wellbeing, promatichdevelopment of the local communities in which
it operates, both in its traditional base of ogeratind new areas, in accordance with the mutuareaf
cooperative banking.

The Parent Company’s endeavours are inspired byptimeiples of lawfulness, loyalty, propriety and
transparency as it pursues its primary goal oftacrgavalue for its shareholders, customers, emm@syand
local communities at large.

During 2013, the Board of Directors steered thditutgon's operations towards a primary focus on
shareholders. Shareholders are of central impagtsince they are also customers of the Bank or @raup
institutions. The twofold role of shareholder andtomer is an advantage that emphasises the bdngsbf
and strengthens the mutual orientation of commeruizatives.

Article 3, paragraph 3, of the Articles of Assomatexpressly states that “in accordance withigsiiutional
goals, the Company shall provide its shareholdsterners with access to specific services undeilggied
conditions, just as it shall give preference tosit@reholders in issuing loans, all other condibeing
equal.”

The figure at the end of 2013 appears especiayjgifitant in this respect, in that it indicates tthiae
shareholders of Banca Popolare di Cividale whaadse customers of Group companies hold an intefest

over 90%.
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During 2013, the Bank continued to pursue the jpplas enunciated above by offering shareholdeesiral
and banking products at better economic conditibas standard list prices.

Yet it is not only initiatives aimed at sharehokl#nat bear witness to the Parent Company’s puo$tiite
mutual objectives envisaged by the Articles of Asstion. The focus on the local community’s neesds i
borne out by a number of initiatives aimed at pdaw social, cultural, athletic, solidarity and @owmental
support. Most such initiatives are modest in samleverage local branch sensibilities to contdtia the
lives of hundreds of entities and associationsapthroughout the territory, giving rise to interasgivity
with an important effect on local communities.

Corporate social responsibility and the Banca Popale di Cividale Group

The Banca Popolare di Cividale Group’s sociallypmssible behaviour shows that our institution ithiem
economic player and an active participant in ital@ommunity.

The local focus that has always characterised oom&binds us to local communities with recipraigbport
and reinforcement. Placing the community’s expémtatat the heart of the company’s strategies ésain
the factors that set apart our approach.

Our Group has always contributed to the sustainddelopment of the community through an approach t
management aimed at reinforcing social cohesion.

A focus on the local community and solidarity dre founding values of cooperative banks, yet theyakso
the values that inspire our Group's mission. ThekBadds value and transfers it back to the communit
allowing for the creation of further value and gextieg profits that stimulate demand and creats Jpbalso
securing the involvement of those who do have tiiredationships with the Bank. Banca Popolare didzile
was born of the need for solidarity amongst pe&iole the same local community who grasped the alhanc
to work together to achieve goals not possiblaHersum of individual efforts.

Local banks contribute to a community's growth bgporting its most deserving endeavours. During3201
the companies of the Banca Popolare di Cividaleu@reupported local entities and associations in
continuing to do their work on behalf of the comntyn

A total of €257 thousand in charitable donationgevmade to schools, entities, athletic and cultural
associations and societies operating in the redinradditional €336 thousand was provided to |ecdities

for which the Bank provides treasury service.

Accordingly, the total amount of funds donated dcially relevant initiatives at the Group level cato
€593 thousand in 2013.

It should also be noted that Group companies haxested over €514 thousand in the community tosmon
cultural and educational activities, events aimédpr@moting the local economy, and local athletic
associations and events.

Considering contributions towards social initiavand the investment in promotional activity, and
excluding advertising, narrowly defined, the tdiabncial support representative of the bankingugt®
annual social commitment in the community came ¢oenthan €1.1 million, an amount that may fairly be
considered to constitute a social dividend.

Areas of activity in 2013

W =ocial welfare, academic
and educational initiatives
and local communities

M measures aimed at
developing the local
cultural heritage

¥ local events and
promotion of the local
aera and its econarmy

initiatives in the field of
social inclusion, sport and
free time
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The Bank's endeavours to develop the communitgfs historical and artistic heritage enabled impurta
research to be conducted. Thé'@lition of the annual publicatidrorum lulii, funded by Banca Popolare
di Cividale, which consolidates each year's studmsducted under the auspices of Cividale del i=iul
National Archaeological Museum, was presented dtthie year.

The banking group also supported the organisatfdhenexhibition eventl Cammino di Pietro(Peter’s
Journey) held in lllegio di Tolmezzo: 40 piecesnfrEast to West, that cover the history of Chnistyafrom

the fourth to twentieth centuries. On display wpaintings and sculptures by exceptional artisth ag
Lorenzo Veneziano, Garofalo, Guercino, Gerrit vamtHorst, Luca Giordano, Mattia Preti, Simon Vouet,
Vasilij Dmitrievic Polenov and Eugéne Burnand. Alsorthy of mention is Banca Popolare di Cividale’s
membership in and support for the Mittelfest Asation, based in the ducal city. The associationateated
with the aim of contributing to the developmentkabwledge and the exchange of experience in thasfie
of theatrical and musical performance between Fviehezia Giulia and central European nations. i t
end, each year the association organises an engihitck Mittelfest in Cividale del Friuli, a multultural
festival featuring prose, music, dance, cinemastrekt theatre.

Upon the proposal of Istituto Centrale delle Banebpolari Italiane, Banca Popolare di Cividaleipgrated

in the projectCooperative Banks for St. Peter’s Colonnade in Rarfend-raising initiative in support of
the daunting efforts to restore Bernini's celeldat®lonnade. Faced with one of the most demanding
restoration campaigns of recent decades, the VfatMdaseums launched a fund-raising initiative of
considerable cultural value. The Bank supportedhtitde cause by purchasing copies of the speditbed

of the DVD Vatican Treasures — Art and Faitimeated by the Vatican Museums, to be given ds @ifits
customers.

During the reporting year, the Bank continued tppsut local associations committed to spreading and
promoting popular culture and traditions, includiomganisations that represent the Slovenian minanit
Friuli Venezia Giulia, which is highly active indfcultural arena.

The Banca Popolare di Cividale Group, which hasagbvbeen attentive to academics and education,
promoted the eighth edition of the Regional Savingg devoted to elementary schoolchildren, an itgmbr
opportunity to sensitise even the youngest aboetitsue of saving. The 2013 edition involved the
presentation of the voluméghe e Savgnwritten by teacher Miriam Pupini and publishedthg Friuli
Philological Society, with an important contributierom the Bank. The publication deals with thejeab

of water conservation, considering water a preciessurce that must be used wisely, while avoidiagte
and excessive consumptiokghe e Savois thus also an opportunity to instil this valueotigh language,
illustrations and activities suited to the youngesteaders. The choice to use the local languadeagulan,
Italian and Slovenian — allows the publication @y considerable didactic role, thus ensuringtthia slim
volume will also be used for academic purposes tangromote understanding between neighbouring
linguistic communities.

Local promotion is another of the banking groupierpgatives, and its support for fairs and local
development events is proof of that fact. The Baoktinued to collaborate with the San Daniele Ham
Consortium in 2013 to organise the internationan\A Festive Air, for which Banca Popolare di Qe
acted as the event's official sponsor. The Bank edsitributed to the organisation of the fair Expugd
organised by Udine e Gorizia Fiere S.p.A. Supp@s aiso renewed for the Pro Loco Association afliri
Venezia Giulia and the Alpine Refuge and ExcurSbelter Managers Association of Friuli Venezia @Giul
and Veneto.

The Banca Popolare di Cividale Group continuedlay pn active role in the areas of sport and fime,t
maintaining support for racing, cycling and golfiazontributing to the ongoing operation of locabttmall,
rugby, volleyball, basketball, tennis and swimmiigbs, as well as all other disciplines that prevah
important opportunity for togetherness.

Also worthy of note is the success of the CivibaReaject, strongly supported by Banca Popolare di
Cividale, which promotes local associations with itvolvement of the entire community. From thenletu

of the project (June 2012) to date, nearly 500llassociations with accounts with Banca Popolare di
Cividale have elected to participate. These estiiggage in non-profit activity in favour of cultirsocial
and moral progress in the local community, in a mearconsistent with the values of our Bank's cofle o
ethics. All of this serves to demonstrate that@hgbanca Project is synonymous with transpareactiyve
participation and a strategic approach.

The reader is referred to the Banca Popolare ddé@le's forthcoming 2013 Social Responsibility Repo
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The Group's operating performance during the year

Within the economic scenario described above, oipasin 2013 focused on rationalising production
processes, in part through the process of reoliggnésd simplifying the Group’s corporate structarel
monitoring and management of risks, especially itmegks, with the aim of keeping current profitktyi
levels in line with market developments. Work oegaring the 2014-2016 Strategic Plan was begumngluri
the year and now has essentially been completeteMmas a particular focus on significant projéit®wn

as “worksites”) aimed at achieving specific objees, which affected all operating and managemes#sar
with measures that involve decisive action in tbhatext of the credit process, the implementationef
planning and control processes, capital managemetitity, commercial coordination, organisational
efficiency measures and cost reductions.

The restructuring project

The merger of Banca di Cividale and Nordest Bantathe Parent Company, Banca Popolare di Cividale,
authorised by the Bank of Italy on 31 October 2@4&s finalised on 28 December 2013 with the exeouti
of the merger agreement, effective from a legaidgaint from 30 December 2013 and from an accogntin
and tax standpoint from 1 January 2013.

The process of reorganising the Group’s corporatetsire was implemented through the merger of two
subsidiary banks into the Parent Company. In furde¢ail:

« BDC/BPC merger: the merger of Banca di Cividale/&.mto Banca Popolare di Cividale S.c.p.A.,
preceded by the repurchase of the interest in BdinCavidale held by Credito Valtellinese.

In consideration of the corporate structure ofrtieeging company (BDC), a fully-owned subsidiary
of the surviving company (BPC), the merger wasiedmut in simplified form pursuant to Art. 2505
of the Italian Civil Code.

 NEB/BPC mergerthe merger of Nordest Banca S.p.A. into Banca Ropdli Cividale S.c.p.A.,
subject to the provisions of Articles 25@1 seq.of the Italian Civil Code and approved by the
extraordinary sessions of the shareholders’ megtihthe companies involved on 5 and 8 December
2013, respectively.

Main aspects of commercial activity

Sales and marketing policy

During 2013, the Group continued with its sales mnadketing policy in accordance with the guidelises
in the 2011-2013 strategic plan, focusing on cotmméts product catalogue and implementing comiaérc
initiatives aimed at helping bank branches readir ttargets for direct, transparent relations vihbir
customers. The Group also restyled its productssaemdces portfolio effectively, constantly updatithe
terms over the year in line with developments mfihancial market.

The initiatives carried to completion during theyallowed the Group to strengthen its custometicais,
partly by means of intense cross-selling and custdoyalty programmes, and partly by increasing the
number of the Bank's customers with promotiondl/aiets geared to specific customer targets.

Products and services for individuals and families
The Bank’s line of products and services for indliils and families can be divided into three gdragems:
payment/services, credit and investment/security.

Payment/service products

In the current-account segment, the Group’s difietsisolutions, aimed at satisfying customers’ fffiec
needs, contributed to increasing the number of cigstomers who decided to choose our Group. The net
balance of new accounts opened and accounts ateseel to 2,093 new current accounts opened, regultin
in an increase in the Bank’s individual and fanulystomers of 3.1%.

In addition to representing one of the main medrexpanding the customer base, current accountarare
indispensable avenue for developing business withent customers. It was with this goal in mindttha
additional “package-based” offers were introducediar the commercial name “Civiconto” in 2013,
specifically aimed at condominiums (Civiconto Comiloio) and the non-profit sector (CiviConto NQg
Profit).
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During 2013, online services for individuals witeed an increase in customers’ usage of the Civib@nk
Internet banking platform, a service that allowstomers to receive information and make transastath

the Bank over the Internet directly from their olwvomes in absolute security, 24 hours a day. Active
individual users numbered 23,712 at year-end (®ALdmpared to 2012).

During 2013, with the aim of improving the utilibf the online channel, the Group updated its Civitk@
app, available free of charge from the Apple StGeogle Play and Windows Phone, which made acoess t
basic banking information via tablets and smartgisdiaster and more practical.

The security measures implemented in 2013 haveegreffective, as witnessed by the negligible incode
of fraud.

In the electronic money segment, the distributiopeyment cards yielded significant results in 200&rtaSi
credit cards reached over 17,000 active cardsy 8%y CiviPay prepaid cards climbed above 9,00@suni
up by 18%; and the number of ATM cards in issueeeged 30,000.

Credit products

In 2013 the Group’s activity continued to focus raintaining credit offerings appropriate to the dsee
expressed by households in order to ensure thépig®f access to home ownership.

Customers who met the requirements continued yegcess to the subsidies provided under themabio
residential construction guarantee fund for thellFNenezia Giulia area. These subsidies includeca
guarantee for beneficiary families on the portiba mortgage in excess of the value of the finaqregerty,
as well as the submission of applications for grémt first homes.

In order to aid families struggling to make theiomgage payments, the Bank implemented policiegaim
at facilitating mortgage renegotiation, includilhgdugh the suspension of repayment of the pringipgeion
of instalments for up to twelve months, both wittlie context of the banking industry initiativesidmated
the “Family Plan” and through measures implementethe basis of specific, justified individual sitions.

The volume of mortgage loans issued for home pgehar renovations to consumer households stood at
€65 million.

In the personal loan segment, commercial offeriwgse characterised by the launch of a new line of
products, Civiprestito, and a revamping of credibducts intended for energy saving initiatives and
improving the energy efficiency of buildings, undee name Ecoprestito. The volume of credit diskdiig
2013 came to €18.5 million, up by 17.8% comparetthéoprevious year.

Investment/security products

In 2013 investment products met with renewed istef@llowing on the difficulties experienced in 201
The reduction of tension relating to the politiaatl economic situation of several countries inBbe Area
and the persistent conditions of strong liquidityl a low level of interest rates guaranteed bywbdd’'s
foremost central banks fostered investment de@swiented towards both bond and equity markets. Th
range of asset management products has been dut@essapturing this new demand, especially in the
funds and UCITS sector, with particular emphasisnmovative new products such as funds with initial
commissions advanced by the distributor.

The range of deposit accounts in the Civiconto Bepdine met with strong approval in terms of séln

by customers, in confirmation of its conservativéetation focused on seeking liquidity and segurit
During the year, the range was expanded to ingudducts with longer time horizons of up to fiveay®
and the introduction of monthly savings plan pradugimed at families with modest savings capacity.
Overall, the funds raised through these instrumidratiscombine security and a high level of retwceeded
€280 million.

As the need to invest has increased, so has tliefaesecurity, which resulted in a sharp riseémand for
policies, especially casualty policies, met by riistting the products of the Group’s partner ITAS
Assicurazioni, which in 2013 exceeded 2,400 pddicie

Products and services for businesses and othetienti

Despite the continuation of economic difficultigs 2013 initiatives aimed at facilitating accesstedit for
small and medium enterprises continued.

Especially significant was the launch of operatiaith the guarantee fund for SMEs, which facilisaéecess
to credit by SMEs thanks to a public guaranteesay modest cost, as well as with SGFA, the Agrigalt
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and Food Funds Management Company, which providasagtees for agricultural companies. The amount
of the guarantees currently in issue has reachéanréllion.

The agreement with the European Investment Barl&)(&lowed additional resources to be obtainedafor
total of €17 million, with which financing was digtsed at competitive interest rates to local SManks
to the financial benefits transferred from the EIB.

The various subsidised lending facilities made laléé by the Region of Friuli Venezia allowed fueth
financing to be provided to various sectors oféghenomy, for an overall total of over €25 milligkmong
these, the primary sector was of particular sigaifce: the funding provided drawing on the rotafumgls
for agriculture made available pursuant to Regidaal No. 80/1982, accounted for approximately oal-h
of the funds disbursed.

Further support for credit for local business was/jgled by collaboration with regional guaranteasmtia,

in addition to Cofidi Veneziano, a dynamic orgatitsa based in Eastern Veneto, with which a range of
arrangements were renewed and updated. The anfdbettotal loans guaranteed by the guarantee ctimso
system has reached €126 million.

The Department’s offices continued to provide técéinadvice and support to the distribution netwiork
order to facilitate and encourage the completiothefvarious lending procedures.

In 2013, package-based account offers were intexiuader the trade name “Civiconto Impresa,” aiated
SMEs, self-employed workers and professionals dadacterised by a simplified cost structure based o
monthly fee.

The number of POS terminals installed on the presnig merchants came to 2,244, up by 15%, whilgeact
and passive Civib@nk CBI multi-bank remote bankwognections exceeded 3,300 units, an increase of
11%.

Changes in the organisational structure and procedes

SEPA project

In 2013, the Group intensified its efforts aimedaalhieving legal and technological compliance #wf

the entry into force of Regulation (EU) No 260/2003 March 2012), which sets the technical and
commercial requirements for the execution of SEBAwliant funds transfers and direct debits and
establishes final deadlines for the adoption of-Raropean standards for domestic and cross-border
payments. In further detail, effective 1 Februadg£all funds transfers and direct debits mustrizkettaken

in accordance with the standards envisaged in #gulation rather than with national procedures and
standards. The Group was thus required to handid #ie technical and organisational aspects edl&b

the migration of national payment services (fumdsgfers) to SCT (SEPA Credit Transfer) and of Ri@ct
debits to SDD (SEPA Direct Debit).

Due to the novelty and particular nature of thejettbmatter, specific training and technical suppegre
provided to the network in cases of the migratiéorRtD direct debits to SDD for customers acting as
creditors.

FATCA ("Foreign Account Tax Compliance Act")

In order to comply with FATCA, enacted by the UgBvernment with the aim of combating tax evasion by
U.S. persons with the collaboration of foreign intediaries, a joint working group was formed witle 1T
supplier Bankadati.

The working group, which commenced in June, isddskith analysing the extensive legal impact on
operations and applying the required changes toatipg processes and IT systems by the entry orwef

of the legislation, envisaged for June 2014.

Anti-money laundering
During the year, several important IT implementagioelating to anti-money laundering were releatéad.
main such implementations were:

« the implementation of automatic controls on bratrahsactions that prevent all individuals from
engaging in transactions without adequate verificadf all accounts attributable to the individual
concerned;

* the release of th&nhanced Adequate Review Questionnavhich requires the institution to
conduct an even more thorough assessment than Infemeastomers deemed high-risk.



These important changes contribute to renderingattiemoney laundering controls already in place fo
some time even more effective.

Mergers
In the second half of the year, the Bank was deepymitted to the activities associated with thegee
implemented on 31/12/2013.
Action was taken on two main fronts:
* in coordination with the IT supplier Bankadati, @thnical activities relating to the IT migratioh
data were finalised and implemented;
e points requiring attention relating to the mergesraevidentified and all formal steps required to
finalise the merger were taken, with the collabborabf various departments within the Group.
Concurrently with the merger process, the mainsareguiring revision in connection with the changed
corporate structure were identified: the interndés and procedures already partly revised ane tevised
in the first few months of 2014, as well as an wgsial of operating processes aimed at achieving
organisational simplification.

Significant events during the year
Significant events during the year included:
Inspection by the supervisory authority

The Bank of Italy’s inspection of the banking grdaggan on 26 March 2013 and was concluded on 7 gtugu
2013. An inspection report was delivered in October

Investigation by the Public Prosecutor’s Officelafine

In April, following an investigation by the Publierosecutor’'s Office of Udine, the subsidiary Badca
Cividale S.p.A. and several exponents of the issuner institutions belonging to the Banca Popolare d
Cividale Banking Group were subject to investigatio connection with circumstances dating backo t
period from 2004 to 2008. In connection with thexadymentioned circumstances subject to investigatio
on 8 March 2014 the preliminary investigation psgevas officially concluded with an application for
committal to trial of the investigated parties hg Udine Public Prosecutor’s Office.

Appointment of the new general manager
In April, Mario Leonardi was appointed the new gethenanager of Banca Popolare di Cividale, follagvin
the previous manager’s resignation.

New agreements between the Banca Popolare di Gévi@eoup and Creval Group

In early June, a new agreement superseding allquewnderstandings was signed by the Banca Pa&polar
di Cividale Group and Creval Group, establishing ¢bnditions of the sale of the entire equity inwesnt
held by Credito Valtellinese in Banca di Cividakdditional agreements were also reached for the
continuation of the strategic partnership betwéentivo banking groups.

The agreement envisaged for the purchase of tleeesitheld by Creval in Banca di Cividale for total
consideration of €73.7 million.

The transaction is also to involve the subscriptignCreval for a subordinated bond issued by Banca
Popolare di Cividale with a par amount of €15 raiili

Under the agreement reached, Credito Valtellinagehased an equity interest in Banca Popolare di
Cividale, subsequent to the merger, by subscritingewly issued shares, for total maximum consitien

of €4.1 million.

Banca Popolare di Cividale and Creval thus intencaffirm their desire to maintain close partngrdies

for the future, following the mutual satisfactiohtbeir pursuit of the common goals identified whbe
original agreements were signed in 2004. In furthetail, the agreements for the supply of ICT sawiby

the Creval Group to the Banca Popolare di Cividaleup have been renewed through the end of 2016.




Analysis of main consolidated balance-sheet aggraga and earnings results

The reporting year continued to show the effecth@ongoing recession. However, operating mangere
positive, driven in particular by the positive marhance of financial assets and the decline inadjpey costs.
Funding and lending volumes, down slightly, refléoe performance of the industry at large. Loans in
particular were affected by the persistent weakoéskemand, as well as the prudential accrualéor
performing positions.

In order to provide a more effective presentatibrearnings results, in the reclassified balancestshad
income statement certain restatements have beéadpith respect to the accounting schedulesdtteails

of which are presented at the foot of each redladdiable).

Reclassified balance sheet

ASSETS 31/12/2013 31/12/2012 Var %

Cash and cash equivalents 20.021 25.501 -21,5%
Financial assets held for trading 3.512 11.198 -68,6%
Financial assets available for sale 1.472.132 1.393.365 5,7%
Invetments held to maturity 105.413 104.107 1,3%
Due from banks 163.750 383.227 -57,3%
Loans to customers 3.113.834 3.182.832 -2,2%
Investments in associates and companies subject to joint 7.529 8.635 -12,8%
Property, plant and equipment and intangible assets (1) 106.377 96.507 10,2%
Other assets (2) 104.690 81.197 28,9%
Total assets 5.097.258 5.286.569 -3,6%

(1) The aggregate includes items “120. Propergnthnd equipment” and “130. Intangible assets.”
(2) The aggregate includes items “140. Tax assetd™160. Other assets.”

LIABILITIES 31/12/2013 31/12/2012 Var %

Due to banks 1.010.863 970.236 4,2%
Direct funding from customers (1) 3.698.696 3.787.932 -2,4%
Financial liabilities held for trading 965 2.073 -53,5%
Hedging derivatives - 2.915 -100,0%
Other liabilities 116.332 119.212 -2,4%
Specific provisions (2) 9.094 6.936 31,1%
Shareholders' equity pertaining to minority interests - 57.659 -100,0%
Shareholders' equity (3) 261.309 339.606 -23,1%
Total liabilities 5.097.258 5.286.569 -3,6%

(1) The aggregate includes items “20. Amounts dusustomers” and “30. Debt securities issued.”

(2) The aggregate includes items “110. Employemieation benefits” and “120. Provisions for riskadcharges.”

(3) The aggregate includes items “140. Valuatioser@es,” “160. Equity instruments,” “170. Reserved,80. Share premium, “190. Share
capital,” “200. Treasury shares” and “220. Net inawe / (loss).”



Reclassified income statement

INCOME STATEMENT DATA 31/12/2013 31/12/2012 Var %

Net interest income (including result of hedging) 82.406 85.809 -4,0%
Net commissions 22.287 23.523 -5,3%
Dividends and net income (loss) of equity investments accounted for using

equity method (1) 1.278 1.912 -33,1%
Net trading income 423 3.332 -87,3%
Gains (losses) from purchase/sale of loans and financial assets 50.633 8.878 470,3%
Other operating income (expenses) (4) 736 2.770 -73,4%
Operating income 157.762 126.224 25,0%
Personnel expenses (41.308) (40.727) 1,4%
Other administrative expenses (2) (26.843) (27.727) -3,2%
Net impairment/w rite backs on property, plant and equipment and intangible

assets (3) (1.374) (1.587) -13,4%
Operating cost (69.525) (70.041) -0,7%
Income (loss) from operating 88.237 56.183 57,1%
Charges/w rite-backs on impairment of loans and other assets (128.150) (41.332) 210,0%
Goodw ill impairment (1.051) - 100,0%
Net provisions for risks and charges (2.410) (858) 180,9%
Profit (loss) on equity investments - 356 100,0%
Income (loss) before tax from continuing operations (43.375) 14.348 -402,3%
Tax on income from continuing operations 7.581 (8.021) -194,5%
Income (loss) after tax from continuing operations (35.793) 6.327 -665,7%
Minority interest - 3.226 -100,0%
Net income for the period attributable to the paren  t company (35.793) OE558) -474,7%

(1) Profits of equity investments measured at gqondiude the profits/losses of equity investmergasured according to the equity method included
in item “240. Profit (loss) of equity investments.”

(2) Other administrative expenses include recogemd taxes and duties and other recoveries recegnisnder “220. Other operating
income/expenses” (€4,663 thousand in 2012 and 8#fddusand in 2011).

(3) Net adjustments to property, plant and equipraed intangible assets include items “200. Chafgeite-backs on impairment of property, plant
and equipment” and “210. Charges/write-backs on &mnment of intangible assets.”

(4) Other income and expenses correspond to “22Befoperating income/expenses” net of the recficsdions presented above.

Banking business with customers

Total funding

Total direct and indirect funding came to €4,573iam at the end of 2013, marking a decrease ofl€14
million, or 3.0%, on the previous year.

31/12/2013 inc % 31/12/2012 inc % VAR VAR %
Direct funding 3.698.696 80,9% 3.787.931 73,3% (89.236) -2,4%
Indirect funding: 874.087 19,1%  926.512 26,7% (52.425) -5,7%
Assets under administration 329.784 7.2% 379.115 16,1% (49.331) -13,0%
Assets under management 544.303 11,9% 547.396 10,6% (3.094) -0,6%
Total funding 4.572.783 100,0% 4.714.443 100,0%  (141.661) -3,0%
Figures in thousands of eurtn¢ 2012 figure has been normalised to render it corapke with the scope resulting from the merger utaden in

2013.

Direct funding

Direct funding from Group customers comprises i&9r'Due to customers” and item 30 “Debt securities
issued” on the liabilities side. At year-end, tlggregate amounted to €3,698.7 million, down by 2.4%
compared to 31 December 2012.

Direct funding from customers — figures at 31 Deloen?013 in thousands of euros

31/12/2013 31/12/2012 VAR VAR %
Direct funding 3.698.696 3.787.931 (89.236) -2,4%
Due to customers 2.968.412 2.680.797 287.615 10,7%
Debt securities issued 730.284 1.107.135 (376.851) -34,0%

The aggregate may be broken down into “Debt seesrissued” (19.7%) and “Due to customers” (80.3%).
The aggregate “Debt securities issued” (bonds @ntificates of deposit) was down by 34.0% due ® th
redemption of bonds.
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Breakdown of “Due to customers” in thousands ofcsur

31/12/2013 31/12/2012 %
1. Current accounts and demand deposits 1.378.360 1.345.235 2,5%
2. Time deposits 282.466 80.302 251,8%
3. Borrow ings 1.268.021 1.215.868 4,3%
3.1 Repurchase agreements 1.257.498 1.141.344 10,2%
3.2 Other 10.524 74.524 -85,9%
4. Liabilities in respect of commitments to repurchase ow n equity instruments - - -
5. Other payables 39.564 39.391 0,4%
Total 2.968.412 2.680.797 10,7%
Fair value - L1 - - 0,0%
Fair value - L2 - 0,0%
Fair value - L3 2.957.656 - 0,0%
Fair value 2.957.656 2.676.531 10,5%

An analysis of the trends that shaped the perfocmahnthe components of amounts due to customexgssh
sustained growth in time deposits and repurchasseagents.

Breakdown of “Debt securities issued” in thousawodguros

31/12/2013 31/12/2012
Bl valle Fair value Eaal vl Fair value
L1 [ L2 [ L3 L1 [ L2 [ L3 %
A. Securities

1. Bonds 650.295 650.295 1.028.057 1.028.057 -36,7%
1.1 structured 14.936 14.936 14.928 14.928 0,1%
1.2 other 635.358 635.358 - 1.013.129 1.013.129 -37,3%
2. Other 79.989 - 79.989 79.077 79.077 1,2%
2.1 structured = = - - -
2.2 other 79.989 = 79.989 79.077 79.077 1,2%
Total 730.284 650.295 79.989 1.107.135 1.107.135 -34,0%

Indirect funding and asset management
Indirect funding, which comprises assets under mament and administration, came to €874.1 millibn a
the end of 2013, marking a decrease of 5.7%.

Indirect funding from customers — figures at 31 &aber 2013 in thousands of euros

31/12/2013 Comp. % 31/12/2012 Comp. % VAR %
Asset under management 544.303 62,3% 547.397 59,1% -0,6%
Investment funds and ICVCs 271.881 31,1% 246.272 26,6% 10,4%
Insurance savings products 63.659 7.3% 76.792 8,3% -17,1%
Portfolio products 208.763 23,9% 224.333 24,2% -6,9%
Asset under administration 329.784 37, 7% 379.115 40,9% -13,0%
Total indirect funding 874.087 100,0% 926.512 100,0% -5,7%

An analysis of the components of indirect fundilhgws that assets under management came to €544.3
million at 31 December 2013, down by 0.6% compdoeithe previous year. This aggregate, which caomsist
of mutual funds and investment companies with \weigapital, bancassurance products and the sesurit
and funds-based portfolio management schemes epédrgtthe Bank, accounted for 62.3% of total inttire
funding at the end of 2013. In further detail, Heeurities- and funds-based portfolio managemérgrses
operated by the Bank came to €208.8 million at 8tddnber 2012, down by 6.9% compared to the previous
year. The bancassurance component decreased %6 Torhpared to the previous year to reach €63.7
million, whereas investment funds and investmemiganies with variable capital stood at €271.9 onil)i

up by 10.4% compared to 31 December 2012.

Indirect funding in the form of assets under adstiaiion decreased by 13.0%, or €49.3 million, carag
to the previous year.

Lending

At year-end, total loans to customers amounte®i3.8 million, down by 2.2%.

The decline is consistent with the performancehef banking industry at large and was shaped by the
persistent weakness of demand, especially that¥estments by companies, as well as by restritiveors

on the supply side associated with the contingetertbration of credit risk. Nonetheless, despite t
stringent operating conditions, the Group continteegdrovide credit in support of the local real ecamy,
disbursing approximately €109 million to househaids over €172 million to SMEs.

Breakdown of loans to customers in thousands afssur



31/12/2013 Fair value 31/12/2012 %

Performing Non - performing Performing Non - performing
Purchased Other L1 L2 L3 Purchased Other FV

1. Current accounts 429.620 - 80.288 X X X 493.514 - 83.934 X -11,7%
2. Repurchase agreements 102.916 - - X X X 15.999 - - X 543,2%
3. Mortgage loans 1.597.255 - 200.662 X X X 1.683.378 - 193.210 X -4,2%
4. Credit cards, personal loans
and loans repaid by automatic
deductions from w ages 45.259 - 1.704 X X X 41.331 - 1.351 X 10,0%
5. Finance leases 256.118 - 63.705 X X X 272.367 - 65.810 X -5,4%
6. Factoring - - - X X X - - - X -
7. Other 320.366 - 15.939 X X X 317.559 - 14.378 X 1,3%
8. Debt securities - - - - - - -

8.1 structured X X X - - - X

8.2 other debt securities - - - X - - - X -
Total (carrying amount) 2.751.535 - 362.299 3.172.523 2.824.149 - 358.683 3.527.623 -2,2%
Quality of customer loans - breakdown

Gross Specific Portfolio . Nt Hedging
A. ON-BALANCE-SHEET EXPOSURES . . Net exposure Hedging exposure
exposure writedow ns writedow ns 2012 2012

A.1 Bank Group
a) Bad debts 379.049 220.193 X 158.856 58,09% 122.028 54,28%
b) Substandard loans 212.258 64.100 X 148.158 30,20% 142.954 16,32%
¢) Restructured positions 13.545 2.380 X 11.165 17,57% 47.803 4,65%
d) Past due positions 49.741 5.622 X 44119 11,30% 45.898 8,46%
e) Country risk X - - 0,00% - 0,00%
f) Other assets 2.769.648 X 18.112 2.751.536 0,65% 2.824.149 0,45%
TOTAL A.1 3.424.241 292.295 18.112 3.113.834 9,06% 3.182.832 4,62%

Credit quality was affected by the ongoing recessit year-end, total non-performing loans, net of
adjustments, amounted to €362.3 million (after sitients of €292.3 million), marking an increasé.6pb6
compared to the €358.7 million in the previous year

In further detail, bad debt positions, net of atijients, stood at €158.9 million, compared to €122Ion
in the previous year, representing an increas® @8 and accounting for 5.1% of the total loan fiodid,
with a coverage ratio of 58.0%.

Other doubtful positions stood at €203.4 milliooywh by 14.0% from €236.7 million at the end of 2012
accounting for 6.5% of the overall loan portfol@f.this amount, €148.2 million (compared to €148iion
at the end of December 2012) consisted of substdmaesitions, €11.2 million (compared to €47.8 ioiil
at the end of December 2012) of restructured positand €44.2 million (compared to €45.9 millioriregt
end of 2012) of past-due positions. The overalkecage ratio for non-performing positions came to %

Interbank market activities
At 31 December 2013, the Bank's fund-raising andileg activity on the interbank market stood atea n
debtor position of €827.1 million (compared to adebtor position of €561.5 million at 31 Decembet 2).

Interbank position MM22013 MHM22012 VAR VAR %
Cash and cash eguivalents 20.021 25.501 (5.481) -21,5%
Loans to banks 163.750 3833227 (219.478) -57,3%
Due to banks (1.010.863) (970.236) (40.626) 4 2%
NET INTERBANK POSITION [827.092) [561.508) (265.584) 47 3%
Finance

Management of the Group's liquidity and proprietsegurities portfolio is entrusted to the Finaneevige,
which follows guidelines laid down by the Assetsl &mbilities Committee (ALCO).

According to the ALCO'’s directives, the Bank’s prigpary securities portfolios are managed in close
coordination with local funding and lending trendihe ALCQ'’s periodic reports on the securities fubid

and liquidity, which are normally provided on a rtiug basis, or whenever circumstances arise thgt ma
have a significant impact on the strategies in glansure that the performance, risk profile, riakd
development guidelines for financial asset andlitgbmanagement are constantly monitored.

Financial assets/liabilities held for trading

At year-end, the portfolio of securities held faading amounted to €2.5 million, compared to €9illian

at the end of the previous year, and consisteélfaaf bonds issued by banks and trading derivatofe€0.9
== MillioN. The above portfolio thus presented a matkerisk profile compared to market risk factorgefest-



rate, price and currency risks) and the risk ohdkfby the issuers, as expressed by the ratirgggressl by
leading international agencies.

Financial assets/ liabilities held for trading 31/1  2/2012 31/12/2011 %
Debt securities 2.624 9.020 -70,9%
Equity securities and UClIs 18 1 1653,0%
Total assets 2.642 9.021 -70,7%
Financial deriatives 871 2.177 -60,0%
Financial assets held for trading 3.512 11.198 -68,6%
financial liabilities held for trading 965 2.073 -53,4%
Net financial assets/liabilities held for trading 2 547 9.125 -72,1%

Financial assets available for sale

Financial assets available for sale amounted @7211 million, compared to €1,393.4 million in Deder
2012. Breaking down the total at 31 December 2812396.7 million consisted of debt securities (faniity
government bonds of €1,374 million and bank borid&28.7 million) and €16.6 million of interests@iUs,
whereas the remainder was represented by equigstiments that do not entail control, joint contyola
significant interest.

Financial assets held to maturity
Financial assets held to maturity came to €105ldomiand consisted of securities issued by govemis
and banks.

Exposure to sovereign credit risk

Following the growing interest by the market in espres held by companies in sovereign debt sezsriti
and as recommended by the European Securities aricetd Authority (ESMA) in document no. 2011/226,
the following is a breakdown of exposures of thatune held by the Banca di Cividale Group at 31dDager
2013. As indicated in the ESMA document, “soveraigbt” is understood to mean bonds issued by dentra
and local governments and governmental entitieg/edlsas loans disbursed to such entities.

The following tables present the Group's exposusmvereign credit risk by carrying amount, brokemn

by type of instrument.

Exposure to sovereign debt - book value Italy France
Financial assets available for trading

- Debt securities - -
Financial assets available for sale

- Debt securities 1.365.587 S00
Financial assets held to maturity

- Debt securities 88.921 -
Total 1.454.507 500

Liguidity and the proprietary securities portfolio

Financial markets were also characterised by sawarertainty in 2013: such uncertainty relateddalis
about global growth, the behaviour of central baakd the exit strategy from unconventional monetary
policies. These factors had effects not only onGHReeconomies, but also affected emerging countivies
particular degree. Yields on Italian governmentdsoshowed considerable volatility during the firatf of
the year due to the political elections at the eh&ebruary and the actions by the U.S. FederaéiRes
which planned a reduction of support for the econdrhe consolidation of the Italian political siticen and
the supporting measures by the ECB in the secdfdftthe year contributed to reducing tensionsraney
and bond markets, restoring interest in ltalianegonment securities, including amongst foreign ihmes
while also permitting a reduction in the yieldssuth securities.

Within this scenario, the Banca Popolare di Civeidakloup maintained and expanded its measures amed
enhancing its liquidity reserves. Use continuedeanade of the loan-term financing provided byEtH®,
through the execution of a new agreement with #ialirceiling of €30 million, intended for finanainfor
SMEs. The Group met with significant positive feadbfrom the retail channel, through which it wakea
to access a significant share of funding for bbibrs and medium-term maturities.

In managing the Group’s securities portfolio, thaimstrategic drivers identified by the ALCo were
expanding the amount of investments in ECB-eligd#eurities and limiting equities and other financi
instruments that do not meet eligibility requirensen



In 2013, the proprietary securities portfolio didtrserve as a “liquidity reserve,” but it did cobute
significantly to both net interest income and opiatarevenues. Available-for-sale (AFS) financiakets
came to €1,472 million at year-end and primarilpgist of Italian government bonds with limited dioas,
and, to a residual extent, bank bonds and equiiglg-to-maturity (HTM) investments stood at €108ion
and primarily consist of short-term Italian goveemhbonds and, to a residual extent, bank bondsb®hds
in the loans and receivables (L&R) portfolio cohsislely of bank bonds, most of which are set tounea
by 2015. Assets classified as held for trading (Hf€present a very marginal portion of the totatfadio.
In completion of the figures presented in the friahstatements and the tables in the notes, wldhoe
noted that the pool of securities available for asdiquidity reserves also includes €427 milliesaciated
with the senior tranche of the Civitas and Quadrivdtes issued as part of the securitisation tcioses
held entirely by the originator, along with thepestive junior notes.

Financial assets held for trading

3122013 3122012
L1 Lz L3 L1 Lz L3

A. Cash assets
1. Debt securities 1 2623 - 21 3.959 - -70,9%
1.1 structured securities - - - - - - -
1.2 other debt securities 1 2623 - 21 3.999 - -70,59%
2. Equities 18 - - 0 1 - 850,8%
3. Quotas of UCI - - - - - - 0,0%
4. Loans - - - - - - -
4.1 reverse repurchasze agreements - - - - - - -
4.2 other - - - - - - -
Total A 18 2.623 - 21 9.000 - -70,7%
B. Derivatives
1. Financial derivatives - 871 - - 2477 - -50,0%
1.1 trading - 871 - - 2477 - -60,0%
1.2 fair value option - - - - - - -
1.3 other - - - - - - -
2. Credit derivatives - - - - - - -
2.1 trading - - - - - - -
2.2 fair value option - - - - - - -
2.3 other - - - - - - -
Total - a71 - - 2477 - -60,0%
TOTAL [A+B) 18 3.494 - 21 11477 - -68,6%

Financial assets available for sale

31/12/2013 31/12/2012
L1 L2 L3 L1 L2 L3
1. Debt securities 1.376.433 20.250 - 1.295.598 20.815 - 6,1%
1.1 Structured securities - - - -
1.2 Other debt securities 1.376.433 20.250 - 1.295.598 20.815 - 6,1%
2. Equities 254 - 58.627 - - 65.651 -10,3%
2.1 Measured at fair value 254 - 58.627 - - 65.606 -10,3%
2.2 Measured at cost - - - - 45 -100,0%
3. Units in collective investment undertakings 27 - 16.541 18 6.240 5.042 46,6%
4. Loans - - - - - - -
TOTAL 1.376.714 20.250 75.167 1.295.617 27.055 70.693 5,7%

%

Provisions for risks

Other provisions for risks and charges are acctaesccount for current obligations resulting froasp
events that are considered likely to require aragubf economic resources in order to discharge the
obligation. For a detailed examination of the chenduring the year, refer to the specific paragiaithe
notes.



Consolidated shareholders' equity attributable to he Group and capital adequacy
At year-end, consolidated shareholders’ equityluitiag the net loss for the year, came to €26118ami

Regulatory capital — a breakdown of which is preddn Chapter F of the notes to the financial stetgs,
along with additional information on capital — catne€268.4 million as at 31 December 2013.

The Bank held sufficient regulatory capital to caynpith capital requirements under applicable ragjohs
by a wide margin. The total capital ratio was erotagensure full capital adequacy. Risk-weighteskbts
amounted to €2,602 million; the associated totpitaratio (the ratio of regulatory capital tokig/eighted
assets) was 10.3% compared to the 8% minimum edjumder applicable regulations for banks thatrizelo
to a banking group.

The foregoing demonstrates that over the yeaBdh& has succeeded in maintaining an appropridéata
between its own resources and the significant $ewkbperational and volume growth that it has exaddl.
Sufficient capital reserves allow the Bank to periga mission in full and appropriately supportatans for
growth, while at the same time preserving the rergssafety margins. Even in the current circuntsan
the Bank has no desire to cease supporting itstitnaal partners: households and small and medium
enterprises. The Bank’s capital plays a key roligsimbility to fulfil its function as a cooperagibank, and
therefore to provide appropriate support to ecorgtayers in the communities it serves.

IMM22013 JMM212012 %a

1. Share capital 51.068 50.783 0,56%
2. Share premiums 198.570 196.520 1,0%
3. Reserves 38.920 63.752 -35 0%
4. (Treasury shares) (F) (9.740) 00 9%
5. Valuation reserves 8.552 28.730 -70,2%
&. Capital ingtruments - - -
7. Net income (loss) for the period pertaining to the Group (35.793) 5.553 -474 7%

Total 261.309 317.745 -17,8%

The following table provides a reconciliation betmehe shareholders’ equity and net income of trerR
Company, as reported in the separate financiarsets as at the end of 2013, and the correspofidurgs
in the consolidated financial statements as asénee date:

MM22013 MM22012
 Shareholder's  of which:net  Shareholder's  of which: net
equity income of period equity income of

. period
Balance in Parent company financial statements 26T ATT (33.850) 309,771 14.172
Pro rata results of eguity investments - - - -
- line tem consaolidation (4.531) (4.531) (7.624) (7.624)
- accounted for using equity method (55) (55) 300 300
Amortization of goodwil - - - -
Differences with consolidated on line-tem basis - - - -
- companies consolidated on line-item baszis 3508 3.037 40.054 38912
- companies accounted for using equity method 1.108 - 207 -
Dividends received in the period - - - -
- previous years - - - (342}
Consolidation adjustments - - - -
- glimination of intercomany profits and losses (5.853) (334} (3.702) (363)
Balance in consolidated financial statements 261.308 [35.793) 339.606 9.553



Consolidated earnings results

The following reclassified income statement is jaed to facilitate understanding of performance and
comparisons with the previous year.

INCOME STATEM ENT DATA 31/12/2013 31/12/2012 Var %
Net interest income (including result of hedging) 82.406 85.809 -4,0%
Net commissions 22.287 23.523 -5,3%
Dividends and net income (loss) of equity investments accounted for using

equity method (1) 1.278 1.912 -33,1%
Net trading income 423 3.332 -87,3%
Gains (losses) from purchase/sale of loans and financial assets 50.633 8.878 470,3%
Other operating income (expenses) (4) 736 2.770 -73,4%
Operating income 157.762 126.224 25,0%
Personnel expenses (41.308) (40.727) 1,4%
Other administrative expenses (2) (26.843) (27.727) -3,2%
Net impairment/w rite backs on property, plant and equipment and intangible

assets (3) (1.374) (1.587) -13,4%
Operating cost (69.525) (70.041) -0,7%
Income (loss) from operating 88.237 56.183 57,1%
Charges/w rite-backs on impairment of loans and other assets (128.150) (41.332) 210,0%
Goodw ill impairment (1.051) - 100,0%
Net provisions for risks and charges (2.410) (858) 180,9%
Profit (loss) on equity investments - 356 100,0%
Income (loss) before tax from continuing operations (43.375) 14.348 -402,3%
Tax on income from continuing operations 7.581 (8.021) -194,5%
Income (loss) after tax from continuing operations (35.793) 6.327 -665,7%
Minority interest - 3.226 -100,0%
Net income for the period attributable to the paren t company (35.793) 9.553 -474,7%

Net interest incomeamounted to €82.4 million, down by 4.0% from €8%u8lion in 2012. The change was
due, among other factors, to the lesser contributfdhe loans to customers component due to fleetedf
the reduction of interest rates on loans, onlyiglytoffset by a decrease in the cost of funding.

Net commission incomeame to €22.3 million, down by 5.3% compared totevious period. Collection
and payment commissions performed positively, wdetbere was a decline in the components relating t
management, intermediation and advisory activities.

There was a significant increaseriet income on the trading, purchase and sale of AF&setswhich
came to €51.1 million compared to €12.2 millior2Bi2.

Overall,net operating revenuesamounted to €157.8 million, an improvement of 25@%mpared to €126.2
million in the comparative period.

Operating expensescame to €69.5 million, down compared to the previperiod. In further detail,
personnel expenses stood at €41.3 million; otheriradtrative expenses fell from €27.7 million to6€2
million, a decline of 3.2% compared to December2Met adjustments to property, plant and equipment
and intangible assets came to €1.4 million, dowidi®¥% compared to the previous year.

Accordingly,net operating incomeamounted to €88.2 million.

Net impairment losses on loans and other finarasaéts came to €128.2 million. Of this sum, €9l8ani
consisted of impairment losses on equities andeshafr ClUs classified to the AFS portfolio. Impa@mnt
losses on loans of €118.9 million thus yield a aufstredit, expressed as a percentage of totalsloan
customers, of 380 basis points. Impairment lossegomdwill and equity investments of €1.0 millicefar
solely to the impairment of interests in associatechpanies. Accruals to provisions include €0.lliomil
attributable to the estimate of bankruptcy clawkbasks, €1.7 million to civil litigation and custeer
complaints and €0.5 million to the measures requinethe Interbank Deposit Protection Fund.

The tax position for the period came to an estichgtesitive balance of €7.6 million, due in partthe
recognition of deferred tax assets associatedlagth losses.

Thenet lossfor the period amounted to €35.8 million.



Statement of cash flows
Performance of main items of the consolidated stat¢ of cash flows

a)
b)
c)
d)
e)
f)

9)
h)
)

Financial assets held for trading (+€7.7 milliahe change was largely due to the realisation bf de
securities held in the trading portfolio;

Financial assets available for sale (-€78.8 mi)tidche change was due to the inclusion in the
portfolio of debt securities.

Loans to customers (-€87.1 million); the change pvamarily the result of the decrease in mortgages
disbursed to customers;

Due from banks on demand (-€163.0 million); thenggawas primarily due to the increase in
demand bank deposits;

Due from banks — other (+€382.7 million); the changas primarily the result of the decrease in
time deposits and bonds classified to the portfolio

Due to banks on demand (+€1,009.4 million); thengeawvas primarily due to the increase in current
accounts and demand deposits;

Due to banks — other amounts (-€980.5 million); thange was primarily due to the decrease in
time deposits;

Due to customers (+€283.6 million); the change das to repurchase agreements and the item
current accounts and deposits;

Debt securities issued (-€377.6 million); the cleamgs large due to decrease in the issuance of
bonds.



Analysis of main balance-sheet aggregates and eangs results of the Parent Company

In order to foster the comparability of figuresween the years 2013 and 2012, the Bank exercisezption
afforded by the Supervisory Instructions in caddsusiness combinations (such as mergers by also)pt
of providing a consistent comparison of the finahatatement figures for reporting year 2013 ared th
previous year. Accordingly, in this report the cargiive periods have been rendered consistentthéth
reporting scope for 2013. A statement of reconadraof the reclassified 2012 financial statemegtifes
and the normalised figures for 2012 is providednmppendix.

BALANCE SHEET DATA 31/12/2013  31/12/2012 31/12/2012  Var %on
Normalised Normalised

Loans to customers 3.082.164 3.162.421 756.951 -2,5%
Financial assets and liabilities 1.580.075 1.503.664 1.443.959 5,1%
Investments in associates and companies subject to joint 36.718 37.806 204.555 -2,9%

Total assets 5.073.557 5.268.208 3.150.340 -3, 7%
Direct funding 3.688.803 3.779.222 1.901.026 -2,4%
Indirect funding 874.087 926.512 -5,7%

- of wich: Assets under management 544.303 547.396 -0,6%
Total funding 4.562.890 4.705.733 1.901.026 -3,0%
Shareholders' equity 267.177 339.926 309.771 -21,4%

Reclassified balance sheet
ASSETS 31/12/2013 31/12/2012 31/12/2012  Var %on
Normalised Normalised
Cash and cash equivalents 20.020 25.501 -21,5%
Financial assets held for trading 3.512 11.198 4,761 -68,6%
Financial assets available for sale 1.472.115 1.393.347 1.338.051 5,7%
Financial assets held to maturity 105.413 104.107 104.107 1,3%
Due from banks 162.912 380.306 700.617 -57,2%
Loans to customers 3.082.164 3.162.421 756.951 -2,5%
Investments in associates and companies subject to joint 36.718 37.806 204.555 -2,9%
Property, plant and equipment and intangible assets (1) 91.748 84.068 29.954 9,1%
Other assets (2) 98.955 69.455 11.343 42,5%
Total assets 5.073.557 5.268.208 3.150.340 -3,7%
(1) The aggregate includes items “110. Propertgnpland equipment” and “120. Intangible assets.”
(2) The aggregate includes items “130. Tax assatsf “150. Other assets.”
LIABILITIES 31/12/2013 31/12/2012 31/12/2012  Var %on
Normalised Normalised
Due to banks 997.922 966.863 910.448 3,2%
Direct funding from customers (1) 3.688.803 3.779.223 1.901.026 -2,4%
Financial liabilities held for trading 965 2.073 46 -53,5%
Hedging derivatives - 2.915 2.915 -100,0%
Other liabilities 109.749 170.396 25.698 -35,6%
Specific provisions (2) 8.941 6.812 436 31,2%
Shareholders' equity (3) 267.177 339.926 309.771 -21,4%
Total liabilities 5.073.557 5.268.208 3.150.340 -3,7%

(1) The aggregate includes items “20. Amounts dusustomers” and “30. Debt securities issued.”
(2) The aggregate includes items “80. Tax liatekt” “110. Employee termination benefits” and “12Rrovisions for risks and charges.”
(3) The aggregate includes items “130. Valuatiosemrwes,” “150. Equity instruments,” “160. Reserve$]70. Share premium, “180. Share

capital,” “190. Treasury shares” and “200. Net inoge / (loss).”



Reclassified income statement

INCOME STATEMENT DATA MM22013  MM2i2012 JMM22012 Var % on
Hormalised Normalised

Met interest income (including result of hedging) i1 818952 23239 -5,2%
Net commissions 21.956 235Ah3 (2.214) -6,8%
Dividends and net income (Joss) of equity investments accounted for using equity 1.333 1.955 1.817 -31,8%
Met trading income 423 3332 3114 -87.3%
Gains (losses) from purchase/zale of loans and financial assets 50.861 8.501 7.805 498 3%
Other operating income (expenses) (4) 995 2593 (35) -61,6%
Operating income 153.279 121.886 33.726 25,8%
Perzonnel expenzes (40.188) (39.786) (3.405) 1,0%
Other administrative expenzes (2) (25.808) (26.700) (2.458) -3,3%
Wet impairment/write backs on property, plant and equipment and intangible asset (1.289) (1.506) (220) =14 4%
Operating cost (67.287) (67.992) (6.083) -1,0%
Income (loss) from operating 85,992 53.894 27.643 59,6%
Chargesiwrite-backs on impairment of loans and other assets (120.210) (38.644) (1.570) 211,1%
Charges/write-backs on impairment of goedwill and investments in associates (4.088) (3.625) (3.625) 12.8%
Met provisions for risks and charges (2.380) (858) - 177 4%
Income (loss) before tax from continuing operations (40.685) 10.767 22449 ATT, 9%
Tax on income from continuing operations 6.835 (7.7 (8.277) -188,0%
Net income for the period (33.850) 2.997 14172 -1229,4%

(1) Profits of equity investments measured at gqodlude the profits/losses of equity investmergasured according to the equity method
included in item “210. Profit (loss) of equity irstenents.”

(2) Other administrative expenses include recogemé taxes and duties and other recoveries recegnisnder “190. Other operating
income/expenses.”

(3) Net adjustments to property, plant and equipraed intangible assets include items “170. Chafgeise-backs on impairment of property, plant
and equipment” and “180. Charges/write-backs on ainment of intangible assets.”

(4) Other income and expenses correspond to “1306efpperating income/expenses” net of the recfizsdions presented above.

|BALANCE SHEET RATIOS 31/12/2013 31/12/2012 N 31/12/2012
Indirect funding from customers / Total funding 19,16% 19,69% 0,00%
Assets under management / Indirect funding from customers 62,27% 59,08% 0,00%
Direct funding from customers / Total liabilities 72,71% 71,74% 60,34%
Loans to customers / Direct funding from customers 83,55% 83,68% 39,82%
Loans to customers / Total assets 60,75% 60,03% 24,03%
CREDIT RISK INDICATORS (thousands of euros) 31/12/2013 31/12/2012 31/12/2012

Norm alised
Net non-performing loans 144.673 111.478 6.293
Other net impaired loans 152.474 181.394 10.336
Net non-performing loans / Loans to customers 4,69% 3,53% 0,83%
Other net impaired loans / Loans to customers 4,95% 5,74% 1,37%
Total net impaired loans / Loans to customers 9,64% 9,26% 2,20%
Non performing loans hedging 59,63% 55,66 % 30,86%
Other impaired loans hedging 29,65% 14,73% 7,11%
Cost of credit 3,60% 1,22% 0,21%
Operating structure 31/12/2013 31/12/2012 31/12/2012
Norm alised
N°of employees 581 582 107
Branches 74 73
OTHER ECONOMIC INFORMATION 31/12/2013 31/12/2012 31/12/2012
Normalised
Operating cost / Operating income (cost income ratio) 43,9% 55,8% 18,0%
SOLVENCY RATIOS 3M1M22013 31202012 3IM1M22012
Hormalised
Tier 1 capital / Risk-weighted assets (Tier 1 capital ratio) 13,29% 10,89% 55.21%
Total capital / Risk weighted asset= (Total capital ratio} 16,31% 12, 93% 55,21%

Analysis of main balance-sheet aggregates and eamgs results of the Parent Company

In order to provide a more effective presentatibearnings results, in the reclassified balanceetshad
income statement certain reclassifications have la@plied with respect to the accounting scheddihes,
details of which are presented in the attachmentie financial statements, appended followingribies. W



As specified in the introduction to the report, tenparative period has been rendered consisténtta
reporting scope for 2013.

Reclassified balance sheet

ASSETS 31/12/2013 31/12/2012 31/12/2012 Var % on
Norm alised Norm alised

Cash and cash equivalents 20.020 25.501 - -21,5%
Financial assets held for trading 3.512 11.198 4.761 -68,6%
Financial assets available for sale 1.472.115 1.393.347 1.338.051 5,7%
Financial assets held to maturity 105.413 104.107 104.107 1,3%
Due from banks 162.912 380.306 700.617 -57,2%
Loans to customers 3.082.164 3.162.421 756.951 -2,5%
Investments in associates and companies subject to joint 36.718 37.806 204.555 -2,9%
Property, plant and equipment and intangible assets (1) 91.748 84.068 29.954 9,1%
Other assets (2) 98.955 69.455 11.343 42.,5%
Total assets 5.073.557 5.268.208 3.150.340 -3, 7%

(1) The aggregate includes items “110. Propetaintmand equipment” and “120. Intangible assets.”
(2) The aggregate includes items “130. Tax assetd™150. Other assets.”

LIABILITIES 31/12/2013 31/12/2012 31/12/2012 Var % on
Norm alised Norm alised

Due to banks 997.922 966.863 910.448 3.2%
Direct funding from customers (1) 3.688.803 3.779.223 1.901.026 -2,4%
Financial liabilities held for trading 965 2.073 46 -53,5%
Hedging derivatives - 2.915 2.915 -100,0%
Other liabilities 109.749 170.396 25.698 -35,6%
Specific provisions (2) 8.941 6.812 436 31,2%
Shareholders' equity (3) 267.177 339.926 309.771 -21,4%
Total liabilitie s 5.073.557 5.268.208 3.150.340 -3,7%

(1) The aggregate includes items “20. Amounts dusustomers” and “30. Debt securities issued.”

(2) The aggregate includes items “110. Employemitetion benefits” and “120. Provisions for riskelacharges.”

(3) The aggregate includes items “130. Valuati@erees,” “150. Equity instruments,” “160. Reser/&%70. Share premium, “180. Share
capital,” “190. Treasury shares” and “200. Net imeo/ (loss).”

Banking business with customers

Funding

The direct funding of Banca Popolare di Cividale.gA. is represented by item 30 on the liabilisede,

“Debt securities issued,” i.e. the bonds issued@aded on the market.

At 31 December 2013, total funding came to €3,68Bom and consisted primarily of deposits and eutr
accounts of €1,660 million. The component relatmgepurchase agreements with Cassa Compensazione e
Garanzia came to €1,257 million. The total aggregdso includes bonds in issue of €650 million and
certificates of deposit of €79 million.

31/12/2013 31/12/2012 31/12/2012 Var on Var % on

Normalised Normalised Normalised
Direct funding 3.688.803 3.779.222 1.901.026 (90.418) -2,4%
Due to customers 2.958.519 2.672.087 1.186.802 286.432 10,7%
Debt securities issued 730.284 1.107.135 714.224 (376.851) -34,0%
Indirect funding: 874.087 926.512 - (52.425) -5,7%
Assets under administration 329.784 379.115 - (49.331) -13,0%
Assets under management 544.303 547.396 - (3.094) -0,6%
Total funding 4.562.890 4.705.733 1.901.026 (142.843) -3,0%

Lending

Loans to customers stood at €3,082 million at 3teb#ber 2013 (-2.5% compared to 2012). The dedine i
consistent with the performance of the banking stiguat large and was shaped by the persistentrnesak
of demand, especially that for investments by corgs as well as by restrictive factors on the Supiole
associated with the contingent deterioration ofditreisk. Nonetheless, despite the stringent opegat
conditions, the Group continued to provide creditsupport of the local real economy, disbursing
approximately €109 million to households and ovEfZmillion to SMEs.



Loans to customers - breakdown
Total (carrying amount) Fair value Total (carrying amount) Fair value %
Non - performing Non - performing

Performing Purchased | Other L L2 L3 Performing Purchased Other Fv
1. Current accounts 429.620 - 80.288 X X X 509.734 - 83.934 X 100,0%
2. Repurchase agreements 102.916 - - X X X 15.999 - - X 543,2%
3. Mortgage loans 1.890.322 - 200.662 X X X 1.984.871 - 193.210 X -4,0%
4. Credit cards, personalloans and loans
repaid by automatic deductions from w ages 45.259 - 1.704 X X X 41.330 - 1.351 X 100,0%
5. Finance leases - - - X X X - - - X -
6. Factoring - - - X X X - - - X -
7. Other 316.900 - 14.493 X X X 317.613 - 14.378 X -0,2%
Debt securities - - - X X X - - - X -
8. structured X X X X
9 other debt securities X X X X

Total 2.785.017 = 297.147 - = 3.142.834 2.869.548 = 292.873  3.189.446 -2,54%

The composition by fair value level is not provided2012 inasmuch as the disclosure was not regluby the accounting standard previously in
force. IFRS 13, which applies from 2013, does aquire the restatement of information for the corapee period.

Quality of customer loans - breakdown

Gross exposure Specific writedowns  Portfolio writedow ns Netexposure Hedging Netexposure 2012 Hedging 2012

A. ON-BALANCE-SHEET EXPOSURES

A.1 Bank Group

a) Bad debts 358.329 213.655 - 144.673 59,63% 111.478 51,65%
b) Substandard loans 176.713 56.479 - 120.234 31,96% 115.303 17,79%
¢) Restructured positions 13.545 2.380 - 11.165 17,57% 38.588 0,94%
d) Past due positions 26.486 5.411 - 21.075 20,43% 27.503 5,43%
e) Other assets 2.802.007 X 16.990 2.785.017 0,61% 2.869.549 0,44%
TOTAL A.1 3.377.080 277.926 16.990 3.082.164 8,73% 3.162.421 4,62%

Credit quality was affected by the ongoing recessid the end of the period, non-performing posisipnet

of impairment losses, came to €297,147 thousandpaced to €292,872 thousand at the end of 2012. In
further detail, bad debt positions, net of impaintnéosses, stood at €144,673 thousand, compared to
€111,478 thousand at the end of December 2012unting for 4.7% of the total loan portfolio, with a
coverage ratio of 59.6%. Other doubtful positiartalted €152,474 thousand, down by 15.9% from €3%4,
thousand at the end of 2012, accounting for 4.9%efoverall loan portfolio. Of this amount, €12842
thousand (compared to €115,303 thousand at thefdbecember 2012) consisted of substandard position
€11,165 thousand (compared to €38,588 thousartteatrid of December 2012) of restructured positions
and €21,075 thousand (compared to €27,503 thowsahd end of 2012) of past-due positions. Theaver
coverage ratio for non-performing positions camé48®%.

Exposure to sovereign credit risk

Following the growing interest by the market in espres held by companies in sovereign debt sexsriti
and as recommended by the European Securities aricetd Authority (ESMA) in document no. 2011/226,
the following is a breakdown of exposures of tlatune held by the Bank at 31 December 2013. Asated

in the ESMA document, “sovereign debt” is underdtdo mean bonds issued by central and local
governments and governmental entities, as wethass| disbursed to such entities.

The following tables present the Group's exposus®vereign credit risk by carrying amount, brokiemwn

by type of instrument. Banca Popolare di Cividaterbt have exposures to Greece, Ireland or Pdraiga
the reporting date.

Exposure to sovereign debt - book value Italy France
Financial assets available for trading

- Debt securities
Financial assets available for sale

- Debt securities 1.365.587 500
Financial assets held to m aturity

- Debt securities 88.921
Total 1.454.507 500




The reclassified income statement

In the interest of a clearer presentation of egsimesults and a proper comparison with the previ@ar,

in the reclassified income statement certain itamge been reclassified and aggregated with respdiae
income statement presented among the accountiredglgs, the details of which are set forth in the
attachments to the financial statements, apperaledving the notes.

INCOME STATEMENT DATA 31/12/2013 31/12/2012  31/12/2012 Var %on
Normalised Normalised

Net interest income (including result of hedging) 77.711 81.952 23.239 -5,2%
Net commissions 21.956 23.553 (2.214) -6,8%
Dividends and net income (loss) of equity investments accounted for using equity 1.333 1.955 1.817 -31,8%
Net trading income 423 3.332 3.114 -87,3%
Gains (losses) from purchase/sale of loans and financial assets 50.861 8.501 7.805 498,3%
Other operating income (expenses) (4) 995 2.593 (35) -61,6%
Operating income 153.279 121.886 33.726 25,8%
Personnel expenses (40.189) (39.786) (3.405) 1,0%
Other administrative expenses (2) (25.809) (26.700) (2.458) -3,3%
Net impairment/w rite backs on property, plant and equipment and intangible asset: (1.289) (1.506) (220) -14.4%
Operating cost (67.287) (67.992) (6.083) -1,0%
Income (loss) from operating 85.992 53.894 27.643 59,6%
Charges/w rite-backs on impairment of loans and other assets (120.210) (38.644) (1.570) 211,1%
Charges/w rite-backs on impairment of goodw ill and investments in associates (4.088) (3.625) (3.625) 12,8%
Net provisions for risks and charges (2.380) (858) - 177,4%
Income (loss) before tax from continuing operations (40.685) 10.767 22.449 -477,9%
Tax on income from continuing operations 6.835 (7.770) (8.277) -188,0%
Net income for the period (33.850) 2.997 14.172 -1229,4%

(1) Profits of equity investments measured at gqoitlude the profits/losses of equity investmaneasured according to the equity method
included in item “210. Profit (loss) of equity irstenents.”

(2) Other administrative expenses include recoseféaxes and duties and other recoveries recednisder “190. Other operating
income/expenses” (€539 thousand in 2012 and €5@6sémnd in 2011).

(3) Net adjustments to property, plant and equigraed intangible assets include items “170. Chédvgée-backs on impairment of property,
plant and equipment” and “180. Charges/write-barkmpairment of intangible assets.”

(4) Other income and expenses correspond to “18r@perating income/expenses” net of the redleabns presented above.

Net interest incomeamounted to €77,711 thousand, down by 5.2% from98&1ithousand in 2012. The

change was due, among other factors, to the lessgribution of the loans to customers componegttdu
the effect of the reduction of interest rates @nk) only partially offset by a decrease in the obfunding.

Net commission incomecame to €21,956 thousand, down by 6.8% comparedtetgrevious period.
Collection and payment commissions performed paditi whereas there was a decline in the components
relating to management, intermediation and advisatiyities.

There was a significant increasenet income on the trading, purchase and sale of AF&ssetswhich
came to €51,284 thousand compared to €11,833 thduisdhe comparative period.

Overall, net operating revenuesamounted to €153,279 thousand, an improvement @22%ompared to
€121,886 thousand in the comparative period.

Operating expensexame to €67,287 thousand, down by 1.0% compar#tetprevious period. In further
detail, personnel expenses stood at €40,189 thdusdher administrative expenses fell from €26,700
thousand to €25,809 thousand, a decline of 3.3%paosd to December 2012. Net adjustments to praperty
plant and equipment and intangible assets canik 28€ thousand, down by 14.4% compared to the usvi
year.

Accordingly,net operating incomeamounted to €85,992 thousand.

Net impairment losses on loans and other finarasaéts came to €120,210 thousand. Of this sum3¥9,2
thousand consisted of impairment losses on equtiésfunds classified to the AFS portfolio. Impagmh
losses on loans of €110,971 thousand thus yietsktaaf credit, expressed as a percentage of tmaklto
customers, of 360 basis points. Impairment lossegomdwill and equity investments of €4,088 thouksan
refer solely to the impairment of interests in ass®@d companies. Accruals to provisions includéCEl
thousand attributable to the estimate of bankruptaw-back risks, €1,701 thousand to civil litigetiand
customer complaints and €529 thousand to the memsequired by the Interbank Deposit Protectiond-un
The loss before tax from continuing operationstood at €40,685 thousand.



The tax position for the period came to an estichgtesitive balance of €6,835 thousand, due intpéatte
recognition of deferred tax assets associatedlagih losses.

Thenet lossfor the period amounted to €33,850 thousand.

Shareholders’ equity and capital adequacy

At year-end, shareholders’ equity, including thelass for the year, came to €267.2 million.

Regulatory capital — a breakdown of which is preddn Chapter F of the notes to the financial stetas,
along with additional information on capital — catoe€276.1 million as at 31 December 2013.

The level of regulatory capital ensures complianitk capital requirements under applicable regafegiby

a wide margin. Risk-weighted assets came to €11698lion. The core capital ratio was 13.29% ane th
total capital ratio 16.31%.

Statement of cash flows
Performance of main items of the statement of tagls
* Loans to customers (-€33,276 thousand); the charageprimarily the result of the decrease in
mortgages disbursed to customers;
* Due from banks on demand (+€624 thousand); thegehamas primarily due to interbank deposits;
» Due from banks — other (+€216,964 thousand); tfierdince was chiefly the result of the bonds held
in portfolio and repurchase agreements;
* Due to customers (+€282,459 thousand); the chaagedwe to repurchase agreements and the item
current accounts and deposits;
* Due to banks on demand (-€1,373 thousand); thegeharas primarily due to the decrease in
interbank current accounts;
* Due to banks — other (+€20,747 thousand); the ahewag primarily due to the increase in interbank
deposits;
» Debt securities issued (-€377,650 thousand); thegdwas large due to decrease in the issuance of
bonds.

Organisational structure

In 2013, the Group undertook a restructuring ptdjeat resulted in the merger of Banca di Cividalp.A.
and Nordest Banca S.p.A. into Banca Popolare diglig S.c.p.A. The merger is part of the projeniedd

at revising the Group’s business plan approvednhbyRarent Company’s Board of Directors on 8 March
2013.

In accordance with the Group’s corporate and oggdignal model, the organisational structure oRarent
Company has been devised so as to allow it td fidfprimary functions of planning, strategic gaiate and
coordination for Group companies while also pravigthose companies with important services, thereby
pursuing significant economies of scale at the @teuel and permitting subsidiaries to focus thesources

on their core businesses.

The current configuration of the Parent Company b&proken down as follows:

» senior management and support staff offices;

» Group committees that ensure the proper level ofinconication and discussion of guidelines
regarding fundamental issues allow for the shaohigformation of common interest and play an
advisory and informational role in decisions ofcgrerational nature; and

» technical and specialist departments and servigbigh support the senior management, Group
companies and, where applicable, corporate bodies.



Organisational structure

Consiglo di Amministrazione

T
l Direzione Generale l

Human resources
The Parent Company’s headcount came to 581 at 8érblger 2013. Following the mergers finalised during

the year, the 439 employees of Banca di CividgteAS.and 30 employees of Nordest Banca were refaine
in the employ of Banca Popolare di Cividale S.c.guthout suspension of their contracts.
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Financial highlights of the main Banca Popolare dCividale Group companies

Civileasing S.p.A.

Civileasing S.p.A. ended 2013 with a net loss g580thousand. During the year, 390 contracts with aeval
of €31 million were executed, down by 40.8% comgdrethe previous year (€52.5 million), primarilyed

to the decline in demand for capital equipment dypanies. On the other hand, there was a considerab
increase in the number of contracts (390 compardé@4 in 2012, +214%), and the average amountfétius
from €423,000 in 2012 to €79,500.

Total lending — implicit and explicit credit to dosners — was €319.8 million at 31 December 2013kimg

a decrease of 5.4% on the previous year.

(in euro)

ASSETS JMM212013 JMM22012 Var %
Cash and cash eguivalents o2 5 0,0%
Financial azsetz available for sale 17.525 17.525 0, 0%
Due from banks 1.455.893 25216825 -50,2%
Leans to customers 319.823.494 338.176.915 -5,4%
Property plant and eguipment and intangible assets (1) 4119209 47.870 2505,0%
Other azsets (2) 7.101.048 8.025.345 -11,5%
Total assets 332.517.261 349.189.289 -4,8%

(1) The aggregate includes items “100. Propergntpand equipment” and “110. Intangible assets.”
(2) The aggregate includes items “120. Tax assetd™140. Other assets.”

LIABILITIES 31/12/2013 31/12/2012 Var %

Due to banks 294.549.863 306.423.754 -3,9%
Direct funding from customers 2.412.258 5.194.962 -53,6%
Other liabilities 6.407.328 6.867.056 -6,7%
Specific provisions (2) 153.711 120.251 27,8%
Shareholders' equity 28.994.101 30.583.266 -5,2%
Total liabilities 332.517.261 349.189.289 -4,8%

(2) The aggregate includes items “100. Employemitetion benefits” and “110. Provisions for riskelacharges.”
(3) The aggregate includes items “120. Capital301Share premium,” “160. Reserves,” and “180. iNedme / (loss).”

INCOME STATEMENT DATA 31/12/2013 31/12/2012 Var %
Net interest income (including result of hedging) 5.855.825 4.654.249 25,8%
Net commissions (249.084) (345.163) -27,8%
Dividends and net income (loss) of equity investments accounted for - - 0,0%
Net trading income 0,0%
Gains (losses) from purchase/sale of loans and financial assets (228.807) 376.408 -160,8%
Other operating income (3) 449.823 252.552 78,1%
Operating income 5.827.757 4.938.046 18,0%
Personnel expenses (1.082.097) (902.782) 19,9%
Other administrative expenses (1) (1.034.606) (1.213.513) -14,7%
Net impairment/w rite backs on property, plant and equipment and

intangible assets (2) (85.196) (81.335) 4.7%
Operating cost (2.201.899) (2.197.630) 0,2%
Income (loss) from operating 3.625.858 2.740.416 32,3%
Charges/w rite-backs on impairment of loans and other assets (5.770.105) (2.688.421) 114,6%
Net provisions for risks and charges (30.000) - -
Profit (loss) on equity investments - 356.016 -100,0%
Income (loss) before tax from continuing operations (2.174.247) 408.011 -632,9%
Tax on income from continuing operations 584.247 (347.006) -268,4%
Net income for the period (1.590.000) 61.005 -2706,3%




Tabogan S.r.l.

The primary purpose of the company, which is 100¢nexd by the Parent Company, is to redevelop aelisus
industrial area located in the municipality of Ciale del Friuli (the former Italcementi site). Thein
earnings and financial-position figures are preseielow:

(in euro)
Balance sheet - Assets 30/11/2013 30/12/2012 %
B Fixed assets
Tangible fixed assets 955.534 5.424.439 -82,4%
C Current assets
Inventories 14.085.884 10.292.206 36,9%
Trade receivables 4.913.578 2.821.627 74,1%
Cash and cash equivalents 935 637 46,8%
E Accrued and rediscount
- Accrued 21.479 12.841 67,3%
TOTAL ASSETS 19.977.410 18.551.750 7,7%
Liabilities and shareholders' equity 30M12043 022012 %
A Shareholders’ equity
Share capital 110.000 110,000 0,0%
Share premium reserve 22.000 22.000 0,0%
Other reserves 3.032.023 13.850 21791 5%
Income for the peried (2.941.003) 18173 -16283,4%
D Provizions for risk and charges - -
C Employvee termination benefits - 3.522 =100,0%
O Payables 19.556.280 18.230.781 7.3%
E Accrued expenses and deferred income 198.110 153.444 259.1%
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 19.977.410 18.551.750 7,7%
Income statement 3001172013 3001212012 %
A Value of production
Revenues from =ales and services 506.830 340,725 43 8%
Other revenues and income 3.293 341 885, 7%
B Costs of production
Raw materialz (693) - -
use of third party assets (8.982) -
Related to =ervices (3.656.273) (1.753.621) 108 5%
For employees (36.439) (36.734) -0,8%
Change in inventory of raw materials, ancillaries, consumables ¢ 3.601.818 2182544 74.2%
Met provisions for risks and charges (2.170.000)
Other operating expenzes (9.740) (41.885) -T6, 7%
Operating margin (A-B) [1.570.196) 691.770 -327 0%
C Financial income and expenzes - - -
financial expenses (1.145678) (817.328) 40,2%
E Extraordinary income and charges (200.000) 195 044 -200,0%
Income (loss) before tax [2.915.874) 74386 -4019,9%
Tax on income (25.129) (56.213) -55,3%
Net income for the period (2.941.003) 18473 A6283,4%

v



Strategic management of the Group’s equity investnés

Istituto Centrale delle Banche Popolari Italiane $.A.

Istituto Centrale delle Banche Popolari Italian€RPI) is the parent company of a banking group that
supports the growth and consolidation of banksarfamal institutions and insurers, businesses and
government authorities.

ICBPI is a “systemic” bank specialised in natioaadl international payment services and systemsrises
services offered according to a business processuneing model and services for banks, businesmseés
government.

In recent years, the ICBPI Group has undertakerumber of extraordinary transactions that have
significantly increased its size and complexity.

In the Group’s new configuration, ICBPI acts aseparcompany, while also providing services in the
following areas:

1) Payment services ICBPI provides the following traditional servicesllection and payment (funds
transfers, collections, cheques, etc.); settlemeaiipnal interbank network application centre; #@H
(automated clearing house). For these servicesPIGBisures compliance with the rules and criteria
established by European regulations (PSD - Pay®emices Directive and SEPA - Single Euro Payments
Area).

2) Banking, business and government servicedCBPI provides e-banking, electronic invoicingdan
interbank corporate banking services. In this tatea, ICBPI supports the CBI Consortium’s infrasture

in a temporary consortium.

3) Securities servicesICBPI provides all of the services in the investinprocess: order receipt, trading,
placement, clearing, settlement and global custdaijportant investments continue to be devoted to
developing its custodian bank and fund adminisinatiusinesses, fields in which ICBPI is Italy’s yonl
operator.

At 31 December 2013, in addition to the parent camyp Istituto Centrale delle Banche Popolari Itatia
S.p.A., the Group consisted of the following enttiCartaSi S.p.A., a financial company registénettie
Register of Payment Institutions pursuant to Atd-$eptiesof Italy’s Consolidated Banking Act, in which
the parent company holds a 94.88% interest; Halp S.p.A., an instrumental company in which thepéar
company has a 70% interest; and Oasi Diagram —oQigdisig Applicativo e Servizi Innovativi S.p.A., an
instrumental company in which the parent comparsyeh400% interest.

Help Line S.p.A.
The company is part of the Istituto Centrale dBiache Popolari Italiane Group and functions asrgact
centre.

Help Line S.p.A. is the ICBPI Group’s contact cerdnd was created in 2010 as part of the largg¢eqgirof
integrating the members of the Istituto Centralede Popolari Italiane Group, from the merger ofi&a
Help Phone S.r.l. and Si Call S.p.A. and the subsegabsorption of the Help Desk unit of CartapLs.
The company provides third parties with serviceseldzon the use of telephone and remote chann#is in
fields of customer support, debt recovery and takketing. Help Line S.p.A. manages inbound services
(incoming telephone calls), outbound services (ot telephone calls), Web interactions (help Wia t
Internet) and high value-added services (datawarsshg, back office, and fraud prevention).

The company’s shareholders are Istituto CentratfecBa Popolari Italiane (ICBPI), with a 70% interestd
Banca Popolare di Cividale, with a 30% interes2013 the company reported a net income of €701,229

ITAS Assicurazioni S.p.A.

Itas Assicurazioni is a member of the ITAS Groumteolled directly, with a 51% interest, by ITAS ka
Assicurazioni, one of Italy’s oldest insurers (iot@ber 2011 it celebrated 190 years of operatind)aanong

the top fourteen on the nation’s insurance makie®1 December 2012, the ITAS Group had 186 agsncie
and 221 sub-agencies, and its products are alstdied through 1,200 bank branches, 382 emplogeds
1,400 agents, sub-agents and contractors. In adddiits two banking partners (Banca Popolareivid@le

and Cassa di Risparmio di Bolzano), insurance prsdare also distributed through other financial
institutions. The sales network is based primairlynorthern Italy. As part of a larger project atmat
reorganising the Group, a partial de-merger wadamented, resulting in the concentration within BA
Mutua of all business associated with the Grougsnay network, whereas ITAS Assicurazioni assumed
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responsibility for bancassurance business in tinelif@segment, reporting an increase in premiumten
of more than 30% in 2012.

ACILEASING Friuli Venezia Giulia S.p.A.

Following changes in the law, on 19.12.2012 Acileg$riuli Venezia Giulia S.p.A., which had opeicia
the vehicle lease sector, resolved to dissolvdiguidiate the company, which will carry the leagesments
in its portfolio to their natural expiry dates @lrto four years). The sales arm of the compamjyding
sales personnel, the lease of the Udine officestlamdissociated equipment and furnishings weretsold
Civileasing S.p.A., a subsidiary of Banca Popothi@ividale S.c.p.A., effective 1 January 2013.iéasing
S.p.A. also acquired the Acileasing brand nameronitially agreed term of nine years, therebyasgng
its operations in the car leasing sector, in witighill operate under the brand name Acileasind Beatvice.

ACIRENT S.p.A.

The company operates in the short-term rental sectd holds the Herz L.t.d. licence for Friuli Verse
Giulia and part of eastern Veneto. Airport rentatiens (Treviso and Ronchi dei Legionari) are ajet
under an agency scheme, whereas city offices armatgal under franchise arrangements (Udine, Trieste
Pordenone and Feltre). The company has 20 yeawgpefience in managing fleets of vehicles interfded
rental without drivers and also operates in thegiterm lease sector for companies and individuals,
synergy with the operations of the ACU Group, frarich it receives the technical and organisational
support of the latter’s facilities for managingefle of vehicles intended for operational lease fraeics’
garages, roadside assistance, logistical supgor}, e



Risk management and monitoring

Risk management
A clear identification of the risks to which the dBip is potentially exposed represents the essential
foundation for an informed assumption and effecinanagement of such risks.

Risk management is inspired by especially conseevatriteria and is implemented within a precise
organisational framework with the aim of limitinget volatility of expected results.

The main types of risks to which the Bank is exgadsethe conduct of its core business and morergéne
business activity are credit risk, concentratiak rimarket risk, interest-rate risk, liquidity riskperational
risks, residual risk, strategic risk, complianaknd reputation risk.

During the year, the Group's risk profile remaimsdentially consistent with the strategic guidalitegd
down by the competent corporate bodies and thesiassd risk-assumption and management policies.

Credit risk

For the Bank, credit risk represents the most Bagarit form of risk, traditionally (and even more is this
period of economic downturn) giving rise to mosbypsions and losses recognised through the income
statement.

Analysis of credit risk is designed to provide arffolio” vision of loans to customers grouped ttge by
business sector, size and location.

The quarterly reports prepared by the Risk Manager@ervice are presented to the boards of directors
the Parent Company and Civileasing, on the basdatd drawn from the Risk Database, and focus in
particular on:

» an analysis of the composition and performancéefléans portfolio, including a breakdown of
customers into various risk classes (performingtroetured, past-due, bad debts and substandard)
and a comparison with the industry benchmark; ttedyais also includes the transition matrices and
the calculation of default rates;

» a qualitative analysis of risk profiles from a &tgic” standpoint;

» concentration risk for single names and associgtedps and concentration by geographical area
and sector for the calculation of capital requiretae

Additional information is available online conceargicontrol tools, which allow all management units
involved in implement credit policies to maintaideguate oversight. In particular, the analyseshef t
following are available:

» the performance of the various risk classes: coitippschanges and comparisons by category and
area;

» the ratings assigned to companies; portfolio coritipos distribution for use; changes of class
(deterioration/improvement);

» the primary exposures by risk class; and

» uses by sector (ATECO or SAE codes).

Market risks

In accordance with the mission of a retail bankgngup that primarily assumes credit risk in resp#ct
specific customer segments, financing activitysisemtially aimed at protecting the overall finahbelance

of the Group and its member banks. Investment eading activity is conducted in accordance with the
guidelines established at the relevant Group leaal$ is carried out within a comprehensive systém o
delegated powers and specific rules setting operaltirestrictions in terms of instruments, amounts,
investment markets, types of security and iss@etps and rating.

The investment policies pursued by the Group rediiit the retention of a significant amount of goweent
bonds eligible as collateral for refinancing opieras with the ECB, primarily as a liquidity reseriost of
the securities concerned have been included anssggssavailable for sale. At the same time, theemdly
limited size of the portfolios classified amongetssheld for trading means that the exposure tepisk
associated with the securities held in those pastfas virtually negligible.

Both analytical models (determination of the dunatof the bond portfolio for interest-rate risk egpre)
and information available from the major info-prdeis are used to measure risks.



Interest-rate risk

The Banca Popolare di Cividale Group pursues théagament of its exposure to interest rate risknprily

by applying consistent parameters to assets abilltles, and in particular by indexing a large foan of its
assets and liabilities on monetary parametersd@ipithe Euribor rate), as well as the generahfeihg of
the durations of assets and liabilities on low leve

Measurement of the interest rate risk associatéll thie banking book is founded upon economic value,
defined as the present value of the expected st fbl@vs generated by assets, liabilities and af&hce
sheet positions. In particular, exposure to therest rate risk associated with the banking bookasitored

for the purposes of determining the associatedalagbsorption on the basis of the Bank of Itatg'gulatory
model, applied at both a separate and consolidated

Liquidity risk

Operational management of liquidity risk is thep@ssibility of the Group’s Finance Service, in liwéh

the funding policy and directives of a strategituna laid down by the ALCO, which meets with atsiea
monthly frequency. The Finance Service is respdaddr surveying liquidity risk and periodic repiog
from an operational standpoint. Through the Opegasind Financial Risks Office, the Risk Management
Service is responsible for structural aspects tredsanalyses. Effective 2012, the Group introdwzgly
reporting according to the Bank of Ital\squidity Position Survey for Banking Groupsporting scheme
and formally established a monitoring scheme fograponal and structural limits according to the-pr
determined tolerance threshold.

Operational risk

Operational risk is handled at the Group levell®y®perational and Financial Risks Office withia fRisk
Management Service, which has implemented spamificesses to designate and monitor operationa, risk
based in particular on the collection of Bank dataoperational losses, which are then used to lauild
structured company database that makes it podsildentify specific areas of risk over time.

The data collected are then compared with inddigfeyes provided by the DIPO (ltalian Operationakkes
Database) Consortium, of which the Group has bgmartssince 2007.

Auditing, which performs “third tier” control actity, is an important participant in the processhwitgard
to operational risk issues. In accordance withtira@nd regulatory requirement, its activitiesaleclude
identifying corrective measures and formulatinggm®als aimed at reducing exposure to operating.risk

Strategic risk

Strategic risk is defined as the current or prospecisk of a decrease in profits or capital agsfrom
changes in the operating context or poor companigidas, the inadequate implementation of decisions
insufficient reaction to changes in the competiBeenario. Strategic risk also includes risk asgediwith
equity investments. By laying down the StrategianPand conducting annual planning, the Group places
itself in a position to prevent certain interdepemidevents or risk factors from translating intadequately
considered threats or missed opportunities, theedtegtively influencing the Group’s ability to cqete

and hence its earning capacity.

Reputation risk

Reputation risk is the current or prospective abk decline in operating result or capital shatldtomers,
counterparties, shareholders, investors or supes/iake a negative view of the Bank.

Given the range of events that may cause reputdtiorages, may specific safeguards and functioaadir
present in the Group’s organisational structure begssociated with the monitoring of reputatieh.ri

Compliance risk

Compliance risk is defined as the risk of incurrlegal or administrative penalties, significantaintial
losses or damages to reputation due to breachesngiulsory provisions (of laws or regulations) elfs
imposed rules (e.g., bylaws, codes of conduct, @rece codes).

The Compliance Unit identifies and assesses the msks associated with compliance with consumer-
protection and financial intermediation legislatidfrom an organisational standpoint, it is a pérthe
Compliance Service, which is also responsible tangliance with anti-money laundering legislatiord an
oversees the process of reporting suspect traosacti



The function also conducts ex-ante analyses anelwes\of the application of the new supervisory clirges
concerning subjects such as banking transparemntthamrevention of usury, as well as the manageofen
complaints from customers and relations with thekdag and Financial Arbitrator.

Banking risks and capital: ICAAP

In order to fulfil its obligations under Pillar Téw of Basel II, in April of each year the Group leles a
Public Disclosuredocument on its website. This document, draftedtisy Parent Company at the
consolidated level, aims to comply with the regolaby providing as thorough as possible a setavhents
for evaluating the Group’s capital adequacy, rigaasure and risk management and control systems.

The contents of th@ublic Disclosurereflect those of theéCAAP Reportconcerning the internal capital
adequacy assessment process that banks are refguir@aduct annually to determine and assess dingir
capital adequacy on a current and prospective basike risks assumed and business strategieogatl

Internal Control System

The Internal Control System is the set of ruleacfions, units, resources, processes and procedimes

at ensuring that the following objectives are aehik

the verification of the implementation of compamategies and policies;

the containment of risk within the limits indicatiethe framework of reference for determining the
Bank’s risk appetite;

the safeguarding of asset value and protection fosses;

the effectiveness and efficiency of Company proegss

the reliability and integrity of company informati@and IT procedures;

the prevention of the risk that the Bank may beoiwed, voluntarily or involuntarily, in illegal
activities (with especial regard to those relattngmoney-laundering, usury and financing for
terrorism);

» transaction compliance with laws and supervisogulaions as well as policies, plans, procedures
and internal regulations.

The Internal Control System is organised into theeels:

» line controls (level one): these are aimed at énguihat transactions are executed properly; they a
performed by production units themselves (for eXampierarchical type controls) and are
incorporated into IT procedures and systems ocaneucted in the context of back-office activity;

» level-two controls: these controls are entrusteahits other than production units and are aimed at

- contributing to the definition of risk-measuremanethods, verifying observance of the limits
assigned to the various operating functions andkihg the consistency of the operations of
individual production areas with the assigned reskin targets; this activity is entrusted to thgkR
Management function;

- contributing to the definition of methods for medsg and assessing non-compliance risk,
identifying appropriate procedures for preventihg tisks detected and requesting the adoption
thereof; this activity is assigned to the Complefanction;

- conducting ongoing reviews that company procedaregonsistent with the objective of preventing
and combating the violation of laws governing thevention of money-laundering and financing
for terrorism; this activity is the responsibilibf the Anti-Money Laundering function, which is a
part of the Compliance Service;

» level-three controls: this is internal auditingieity aimed at identifying anomalous performances
and breaches of rules and procedures, as wellassassing the functionality of the overall Intérna
Control System; it is conducted on an ongoing basth periodic frequency, or in exceptional cases,
by units independent of production units, includifigough onsite inspections. This activity is
performed by the Internal Audit function.

The entire Internal Control System is periodicasaluated by the Board of Directors of Banca Papala
Cividale in order to constantly improve strategiesl operating processes and assess business risks.

VVVYVY VYV

By virtue of the control responsibilities with whithe Parent Company is charged, the senior mareagem
of Banca Popolare di Cividale has been grantecheite powers to prepare the measures requiredstoen
that an effective and efficient internal contras®m is established and maintained for the BankGnodp.
|



The 19" update of Bank of Italy Circular No. 263/2006ew Prudential Supervisory Rules for Bani2
July 2013 introduced significant changes to therimtl Control System, which represents a “fundaaient
element of the overall governance system of bahkssures that company activity is in line witmgmany
strategies and policies and is shaped by princigflesund and prudent management.”

The new internal control rules, with which banksstncomply by 1 July 2014, have considerably reirddr
the powers of the risk control function by estafihg that “safeguards relating to the internal oargystem
must cover all types of company risk.” The abovesunave been reflected in Banca Popolare di Ae/sla
new organisational structure, which entered intodan 30 December 2013 and envisages the secosld-le
control functions of the Risk Management Servicg @ompliance Service, functions that are separate f
and independent of business units, in that theprtejo the strategic supervision body (the Board of
Directors).

This is also assured for the Auditing Departmerigval-three control function that is independehthe
other company units.

For a description of the overall structure of timetnal Control System, please refer to the Cotpora
Governance Report annexed to this document andaaksitable on the Company’s website at the address
http://www.civibank.it

Disclosure required by joint Bank of Italy, ISVAP and CONSOB documents

In documents no. 4 of 3 March 2010 and no. 2 oglbr&ary 2009, national regulators called attertiothe
need to provide clear disclosure in the finandetiesnents on some areas where a high degree spéa@ncy
is of the essence: the measurement of goodwilldimpent testing), other intangible assets with fimite
useful lives and equity investments; the measurémieavailable-for-sale equities; the contractualises
of financial payables; information concerning th@ng-concern assumption; financial risks to whibb t
enterprise is exposed; audits conducted of angatidins that assets have become impaired; andtaimtgr
in the use of estimates.

The foregoing notices, which do not have indepehdsgulatory force, but rather are limited to uggthe
proper application of current statutes and applecabcounting standards, then provide a detailedwat of
the disclosures to be furnished on debt restruaysrand recall disclosure requirements concertiaddir
value hierarchy.

In these financial statements, the disclosurevaeleto the Banca Popolare di Cividale Group ateose
below in this report and in the notes, as parhefilustration of the various specific items.

With respect to the “going-concern” principle, winiwas the subject of a specific disclosure requnette
2008 financial statements (document no. 2 of Fepr2@09), regulators have once again drawn thetatte
of all the parties involved in preparation of ficél statements to the need to devote especiatt ¢éffahe
assessments relating to such assumption. On timf thee Bank’s Directors reiterate that they @a&sonably
certain that the Group will continue to operatefipably in the foreseeable future. Accordingly, th@13
consolidated financial statements have been prépawvea going-concern basis, considering, among othe
factors, the adequate capital structure and praspauofitability outlined in the business planr@antly in
the process of being prepared and approved. lidiodher be noted that there is no basis for danthe
specific issue of the going-concern principle ia Group’s financial position or operating perforrman
With respect to the disclosure concerning finandsMs, such risks are analysed in the consolidegpdrt
on operations and in Chapter E of the notes, Riskishedging policies.

In the course of preparing the year-end finandatkesents, the Group punctually conducted reviems@
at determining whether any of its assets had bedompaired, with a specific focus on goodwill andhert
intangible assets, equity investments carried anaswpts and available-for-sale equity investmehts.
description of the methods used to carry out seststand the results thereof is specifically ifiasd in the
notes, in which the discussion is divided by aggst.

A specific section has been prepared concerningrtainty in the use of estimates in preparing dpaste
financial statements as part of the drafting preceamely Chapter A of the notes, Accounting pesiciA.1
— General information.



Legal risks

Money-laundering (Legislative Decree No. 231/2007)

Responsibility for overseeing compliance with antiney laundering legislation, in accordance witmiBa
of Italy rules governing the anti-money launderimganisation, procedures and internal controlts falthe
Anti-Money Laundering Office within the Complian8ervice, the head of which has been placed in eharg
of the function in accordance with those rules.

The Anti-Money Laundering Function, which operatasehalf of all Group companies, has the missfon o
preventing and combating transactions involvinglduedering of money and financing for terrorisnthin

the Parent Company and Group companies. To thisitesasures that the IT and organisational procesiu
prepared by those companies are consistent witblifextive of preventing and combating the bredch o
applicable laws and internal rules governing molaeydering. It also performs specific monitoringiaty
aimed at identifying any potentially suspect tratisas.

The Anti-Money Laundering office sends Italy’s Mitry of the Economy and Finance notices of breaches
of rules governing the use of cash and bearer iesurt also responds to requests from the aittbsr
concerning the reporting of suspect transactionBad-inancial Information Office.

The head of the function, as the party delegatedport suspect transactions, conducts analysisesaut
preliminary investigation and sends reports of sasfransactions pursuant to Art. 41 of Legislaiexree
No. 231/07.

Administrative liability (Legislative Decree No.1232001)
In consideration of the provisions of Legislativedbee No. 231/01, the Group has supplementedé@skd
Control System by adopting a specific Organisatidadel.
That Model pursues the primary goal of setting wpe#i-organised, organic system of organisatiomal a
control principles and procedures suited to premgrdr reducing the risk of the commission of tiffieiaces
set forth in the Decree.
The Bank’s Supervisory Board now consists solelyarf-executive Directors or Statutory Auditors ainBa
Popolare di Cividale Group companies without detledgi@owers and active administrative duties. Thar&o
is charged with supervising the operation and eefment of the Organisation, Management and Control
Model and ensuring that the Model is updated, wiiteBoard of Directors has final responsibility the
adoption of the Model.
The Founding and Operational Rules govern the Sigoey Board's activity.
The Supervisory Board is entrusted with the tassuplervising:
» the efficacy and adequacy of the Model in relatmthe company's structure and its effective apbilit
to prevent the commission of the Offences;
» compliance with the Model's prescriptions by cogbemodies, employees and other addressees, in
the latter case also through the competent compaity;
» the appropriateness of updating the Model, whasg@und necessary to adjust it in connection with
changes in company conditions and/or legislation; a
» the company's fulfilment of its obligations undephkcable money-laundering legislation.
The Organisational Model is currently in the prace$ being updated with respect to the most recent
predicate offences added, and is being reviseeflect the Group’s new organisational structuréofeing
the merger executed in late 2013.



Corporate governance report (Art. 123bis, Legislative Decree 58 of 24 February 1998)

Introduction

As an issuer of securities quoted on regulated etgrBanca Popolare di Cividale S.c.p.A. is reqlime
comply with the disclosure obligations provided ifoArticle 123bis of the Consolidated Finance Act. For
issuers of quoted securities other than share$) shligations relate to “the primary characterstuf
existing risk management and internal control systi relation to the financial reporting processluding

at a consolidated level, where applicable.”

Internal control system

In accordance with the dictates of corporate lad/ the Bank of Italy’s supervisory regulations, Beup
has implemented an internal control system aimeshatiring that the main risks associated with dte ¢
business are constantly monitored, thus ensurigigithoperations are managed soundly, properlyirmad
manner consistent with pre-determined objectivebarmony with applicable models and in agreemait w
best practices at a national and internationallleve

The Banca Popolare di Cividale Group’s internal taansystem involves its collegial bodies, control
functions, Supervisory Board pursuant to Law 23@12@he independent auditors, general managemdnt an
all personnel.

The internal control system takes two forms:
1) ongoing monitoring, divided into three levelscohtinual controls:

1. tier one, conducted on an ongoing basis, whenrsdidion is launched and during the approval
process, by the operators themselves, their higic@icsuperiors or automated transaction processing
systems; activities aimed at producing accountiaig énd preparing the financial statements are
subject to specific tier-one controls conductedimitaiccounting units;

2. tier two/level one (2.1), carried out by personméh operating duties, yet distinct from personnel
directly involved in decisions concerning the t@ei®on subject to control; in particular, central
administrative departments are responsible for taang controls of all functions with access to the
accounting information system; and

3. tier two/level 2 (2.2), carried out by staff membef specialised ongoing control functions of the
last instance, not authorised to assume risks, Iyattne Compliance function, Risk Management
function and manager responsible for preparingififed reports;

2) periodic control, represented by a third-tientcol performed by the Audit function on a periotiasis
through onsite inspections and documentary review.

The internal control and risk management systerals® aimed at ensuring the reliability, accuracy,
trustworthiness and timeliness of financial repuyti

Collegial bodies
In accordance with the Group’s characteristicshivia traditional governance model the Board oéEtors
plays a fundamental role in achieving an effecteféicient risk management and control system.

In further detail, the strategic supervision bodygs hadopted organisational models and appropriate
operational and control mechanisms compliant wiibliaable legislation and company strategies.

Tier-two/level 2 (2.2) and tier-three control fuiocts report to the Board of Directors concerning th
activities performed, the main risks detectedjdkatification and implementation of mitigation nh@nisms
and the effects of the application thereof.

The boards of directors of subsidiaries adopt isle management and mitigation policies approvedhiey
Parent Company’s Board of Directors. In additidreyt identify the responsibilities of company uratsd
functions so that the associated tasks are claadigned and potential conflicts of interest asy@nted.

The Chairman of the Board of Directors, in conjumtivith the manager responsible for preparingrfaial
reports, issues a specific report on the sepaintndial statements, condensed half-yearly findncia
statements and consolidated financial statemetdstiaty to the adequacy and effective applicatibthe
administrative and accounting procedures for theparation of the separate and consolidated financia
statements.
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With at least half-yearly frequency, control fuoets report to the Board of Directors concerning the
activities performed, the main risks detectedjdkatification and implementation of mitigation nhemisms
and the effects of the application thereof.

Manager responsible for preparing financial reports

The manager responsible for preparing financiabrsgssues a specific report on the consolidated
financial statements attesting to the adequacye#fiedtive application of administrative and accant
procedures for the preparation of the consolidfitehcial statements and all other notices of arfaial
nature, as well as the correspondence between d@mtsmnd accounting books and records.

In order to provide such certification, the managesponsible for preparing financial reports cortsluc
reviews of the adequacy and efficacy of the FirariReporting Internal Control System:

» at the company and Group level, such reviews thkefdrm of a concise analysis at the overall
company and Group level aimed at verifying the texise of arrangements within the company
aimed at reducing risk of errors and improper cahdlor the purposes of accounting and financial
information; and

» at the process level, such reviews take the foramafyses and verification of company operations
aimed at generating and driving financial reportimgpart through the use of the results generated
by other control functions; to that end, the scopthe relevant activities is identified, which the
results in the identification of significant proses to be verified for the Parent Company and its
subsidiaries.

Compliance

Compliance pursues the mission of ensuring thereasee of provisions of law concerning banking and
financial activities, professional and ethical suend customs and Group regulations with the aiemsifiring
the centrality of customers’ interests, marketdntg, the prevention of money-laundering and magkmise,
the protection of Group companies, employees amidismanagement against the risks of penaltieanfiral
loss and reputational damage.

Auditing
Internal Audit is responsible for third-tier periodontrols. Such controls involve analysing orgatibnal
structures, processes and behaviours through Bpokg of documentation and onsite inspections.

Statutory auditing
For the Banca Popolare di Cividale Group, statugargiting is conducted by an auditing firm thatders
the services provided for in Article 14, paragrdplof Legislative Decree No. 39 of 27 January 2010.

The independent auditors express an opinion oféparate financial statements and consolidateddiabh
statements in specific reports, in addition to tilngfa limited audit report on the half-yearly fircal report.

At present, the firm Reconta Ernst & Young S.p.As been engaged to conduct statutory auditing @difgsr
companies.



Dealings with Group companies and other related pares

The subject is governed by Article 23Bik-of the Italian Civil Code, according to which théministrative
bodies of companies that have recourse to theaigtal market are required, in accordance withgdreeral
principles indicated by Consob, to adopt rules #greure the “transparency and substantial and guoake
propriety of related-party transactions” undertaki@rectly or through subsidiaries. The control bagy
required to supervise compliance with the rulespéeth and review the matter in its report to the
shareholders’ meeting.

By resolution 17221 of 12 March 2010, exercising dlathority delegated to it under Article 239%-of the
Italian Civil Code, Consob approved tRegulations for Transactions with Related Par(@so referred to
hereinafter as the “Consob Regulations”), subsetyuamended by resolution 17389 of 23 June 2010chwvh
set out the general principles to be observed bypamies that obtain funding from the risk-capitarket
when setting rules aimed at ensuring the transpgremd substantive and procedural propriety of
transactions with related parties.

In relation to its specific activity, the Bank is@a subject to the provisions of Article 136 of tBensolidated
Banking Act, as recently amended by Law 221/20b2egning the obligations of bank officers.

On 12 December 2011, the Bank of Italy published sepervisory rules governing risk assets and wisfl
of interests within banks and banking groups irarddo “Associated Parties” (ninth update of Ciec 263

of 27 December 2006, hereinafter the “Bank of It&lyles”), in supplementation of the provisions fué t
Consob Regulation. The definition of AssociatedtiParincludes not only related parties, as definetthe
Consob Regulation, but also parties associated suith related parties, as identified in supervisory
provisions.

The new rules aim to prevent the risk that the ijpndy of certain parties to the Bank’s decision-nmak
centres may compromise the objectivity and implistiaf decisions relating to the granting of loagusd
other transactions with such parties, with possiligéortions of the resource-allocation process, @ in
addition to, and only partly overlap with, the atlagplicable provisions on the subject (Article 23§ the
Italian Civil Code, Article 136 of the Italian Cavlglated Banking Act, the Consob Regulation and 24%

In 2013 the Banca Popolare di Cividale Banking @raon accordance with the combined provisions ef th
regulations cited above, adoptedAtecedures for Transactions with Related Partied Associated Parties
(also referred to hereinafter as the “APT BPC Fdaces”).

In accordance with applicable regulations, the dumit has been published on the website at the sgldre
http://www.gruppobancapopolaredicividale.it/it/1P63cedure parti correlagend has been in effect since 31
December 2012.

Major transactions

In application of the Group Regulation governing thanagement of transactions with related paities,
market disclosure document entitl®isclosure Document Pursuant to Article 5 of Con$tdgulation
17221-2010 APT Intra-Group Merger of BDC S.p.A. &fB S.p.A. into BPC S.c.p.eoncerning the
corporate reorganisation transaction cited above published in the first half of 2013. The documisnt
available from the website at the address:
http://www.bancapopolaredicividale.it/it/095/Infoativa+R.+Emittenti+Consob

With the exception of the foregoing, in 2013 themwre no additional atypical and/or unusual traneastto
be disclosed pursuant to Consob bulletin no. DEBM@I3 of 28 July 2006.

Transactions of an ordinary or recurring nature

The transactions of an ordinary or recurring naturdertaken in the first half of 2013 with relaeatties
are part of the Bank's ordinary operations andnarenally governed by market conditions and meet the
requirement of mutual economic expedience in a@urd with the internal procedures cited above.

In keeping with the above arrangement, dealingh Bitoup companies consist primarily of consideratio
for services rendered, deposits and financing enctburse of ordinary interbank operations, as csgtre
banking firms. The other contractual dealings veiplecialised finance companies and the Group'sceervi
providers involve assistance and advisory senacgisspecialised services in support of currentaijmers.

Detailed information regarding intra-Group and tethparty dealings, including information on thepamt
of outstanding transactions and positions with ssaimterparties on the Group's financial perforneaand
financial position, accompanied by tables summagisihose effects, are set forth in Chapter H ofNbtes.



Subsequent events

The significant events that occurred between tliko#2013 and the date of approval of this reporiude:
» the launch of the new platform prepared by ICBRItfe trading of Banca Popolare di Cividale
S.c.p.A. shares;
» the start of the process of drafting the 2014-28ttétegic Plan, currently subject to approval; and
» the transfer of all headquarters offices to newrpses and the ensuing change of BPC's registered
office from Piazza Duomo 8 to Via Sen. Guglieimdizze 8-1.
With the exception of the foregoing, since the ehthe period there have been no other materiattevaf
a sort that would have a significant effect oneitthe earnings and financial position of the Comypar the
various entities within the scope of consolidatimron the representation thereof.

Outlook

The prospects for the economic cycle remain unicestad uneven across Europe. In peripheral nations,
economic activity continues to stagnate, job macketditions are weak and unemployment stands &t hig
levels. The main economic forecasts indicate ttady Will resume moderate growth in 2014-2015, env

by foreign demand and the gradual recovery of itnwests in production, fostered by an improvement in
demand prospects and greater cash at hand for oisp&iowever, the ratio of investments to GDP is
expected to fall below the historical average. @amstion is projected to remain weak, with an imgnoent

in employment only in 2015. The connection betwsavereign and banking risk remains significant. Low
market rates are compressing profit margins artti¢upossible critical issues derive from the etiofuof

the regulatory framework of reference. There thargtioue to be a number of factors of uncertaingt tire
conditioning the results and performance of thekmansystem generally.

The prolonged recession, deleveraging and strietgital requirements have contributed to intensdgyhe
challenges in the operating scenario faced by hasdgecially small and medium institutions. Badtgeb
remain a significantly high percentage of totahi®arlhe industry will need to face a number of lemglers
during the current year. These include the AssetliquReview and the stress tests to be condugidatid
ECB and EBA, in view of unified European supervisithe persistent deterioration of asset qualitg, t
repayment of LTROs and “bail-ins” of struggling B&anto which a non-negligible share of the markaym
be attributed. The LTRO exit strategy should natepa risk in and of itself, but the reduction ie ttarry-
trade portfolios will entail a decreased contribntito net interest income. The profits, margins and
profitability of Italian banks may only improve @ondition that the prospects for an economic regoase
confirmed and the uncertainties regarding the syststability are defused. In this context, managenof
the Group, in the immediate future, will be orightewards the pursuit of the objectives definedhia
context of the Business Plan, currently subjeetpproval.



Proposal to cover the loss for the year

Shareholders,

The financial statements submitted for your revieave been drafted in accordance with IASs/IFRSs as
required by Legislative Decree No. 38 of 28 Febyu205 and order of the Bank of Italy no. 262 of 22
December 2005, as amended, and have been auditbé bydependent auditors Reconta Ernst & Young
S.p.A., a copy of whose report is included in timaricial statement package. The financial statesneat
ask you to approve show the following results,dnaise form:

Balance sheet

Total Assets 5.073.557.196

Liabilities 4.806.379.956
Share capital 51.067.947
Share premiums 198.569.529
Reserves 42.845.467
Valuation reserves 8.551.574
Treasury shares (7.277)
Total liabilities and shareholders' equity (excludi ng Income for the period) 5.107.407.196
Net income (loss) for the period (33.850.000)

Considering that available reserves at 31 Decer@®&B — as presented in the schedule pursuant to Art
2427, paragraph 1, no bis, of the Italian Civil Code — amount to €207,12200is proposed that the Board
submit to the Shareholders’ Meeting a proposabtecthe loss for 2013 of €33,850,000 through teaf

the following reserves:

Revaluation reserves€3,264,557:
- 1975 revaluation reserve: €12,401;
- 1983 revaluation reserve: €892,884;
- 1991 revaluation reserve: €2,359,272.

Issue premium €30,585,443.

The above correspond to the loss for the year 8f85®,000

Considering that the available reserves presemt¢ldeoface of the balance sheet under item 16G@lufities
include negative shareholders’ equity captions @B4£0,100 that arose from the first-time applioatad
international accounting standards and that ddawe any effect on either the composition or atbditst
for distribution of the reserves, it is proposeak tine Shareholders' Meeting be asked to appreveoVerage
thereof through the use of the statutory reservthomt such coverage entailing any change in treral
balances of reserves, as presented in item 16@&dibilities section of the balance sheet.

Should you approve the foregoing proposal for theaverage of the net loss, share capital and reserves
shall be as follows:

Amounts to AlIochion of net aﬁ;ncgijig:lsoeflf:]eez
31/12/2013 income .
income
Share capital 51.067.947 51.067.947
Share premiuns 198.569.529 (30.585.443) 167.984.086
Reserves 42.845.467 42.845.467
Valuation reserves 8.551.574 (3.264.557) 5.287.017




Proposal to set the share premium pursuant to Artile 2528 of the Italian Civil Code

Shareholders,

After having consulted with the Board of Statutéwyditors on the subject, this Shareholders’ Meetiag
also been called upon to approve the Directorgd@sal for setting the share premium to be paididiteon

to the value of shares (par value).

The Board of Directors has acknowledged the figpresented in the 2013 financial statements, theqsed
coverage of the net loss, the provisions in eqeitpgnised and the determinations of the pricaioEbares
previously made by the Board, and has decideddpqgse that the share premium be maintained unctdange
at €21.50. That share premium, in addition to thevalue, would bring the price of one share ofBhek

to a total of €24.50.

Cividale del Friuli, 18 March 2014



Consolidated financial statements of the Banca Pofaoe di
Cividale Group



Consolidated financial statements

Consolidated balance sheet

Balance sheet - Assets 31/12/2013 31/12/2012
10 Cash and cash equivalents 20.021 25.501
20 Financial assets held for trading 3.512 11.198
40 Financial assets available forsale 1.472.132 1.393.365
50 Invetments held to maturity 105.413 104.107
60 Due from banks 163.750 383.227
70 Loans to customers 3.113.834 3.182.832
100 Investments in associates and companies subject tojoint 7.529 8.635
120 Property and equipment 86.998 77.260
130 Intangible assets 19.379 19.247
of which:
-goodwill 19.136 19.136
140 Tax assets 73.893 42.115
a)current 17.361 10.635
b)deferred 56.532 31.480
160 Otherassets 30.797 39.082
Total assets 5.097.258 5.286.569
Balance sheet - Liabilities and shareholders' equity 31/12/2013 31/12/2012
10 Due to banks 1.010.863 970.236
20 Due to customers 2.968.412 2.680.797
30 Debtsecurities issued 730.284 1.107.135
40 Financial liabilities held for trading 965 2.073
60 Hedging derivatives - 2.915
80 Tax liabilities 27.056 26.289
a)current 19.935 14.425
b)deferred 7.121 11.864
100 Other liabilities 89.276 92.922
110 Employee termination benefits 5.658 5.647
120 Provisions for riskand charges: 3.436 1.289
b)other provisions 3.436 1.289
140 Valuationreserves 8.552 28.730
170 Reserves 38.920 63.752
180 Share premiums 198.570 196.529
190 Share capital 51.068 50.783
200 Treasuryshares (-) (7) (9.740)
210 Minority interest (+/-) - 57.659
220 Netincome (loss)forthe period (+/-) (35.793) 9.553
Total liabilities and shareholders' equity 5.097.258 5.286.569

The comparative period has been reclassified dubeaetrospective application of accounting stamdi®S 19.
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Consolidated income statement

Consolidated income statement 31/12/2013 31/12/2012

10 Interestincome and similarrevenues 140.119 159.173
20 Interestexpense andsimilarcharges (57.659) (74.483)
30 Netinterestincome 82.460 84.690
40 Commissionincome 29.041 30.284
50 Commission expense (6.754) (6.761)
60 Net commissionincome 22.287 23.523
70 Dividends and similarincome 996 771
80 Nettradingincome 423 3.332
90 Fairvalue adjustments in hedge accounting (54) 1.118
100 Profit (loss)on disposal orrepurchase of: 50.633 8.878

a)loans 852 65

b) financial assets available for sale 51.586 11.596

d) financial liabilities (1.806) (2.783)
120 Totalincome 156.744 122.312
130 Charges/write-backs onimpairment of: (128.150) (41.332)

a)loans (118.911) (40.543)

b) financial assets available for sale (9.281) (836)

d)other financial transactions 42 47
140 Net Financial income 28.594 80.980
170 Netincome from financial and insurance operations 28.594 80.980
180 G&Aexpenses: (74.010) (73.211)

a)personnel expenses (41.308) (40.726)

b) otheradministrative expenses (32.702) (32.485)
190 Net provisions forrisks and charges (2.410) (858)
200 Netimpairment/write-backs on property, plantand equipment (1.266) (1.331)
210 Netimpairment/write-backs on intangible assets (108) (256)
220 Otheroperatingincome (expenses) 6.595 7.528
230 Operating cost (71.199) (68.128)
240 Profit (loss)on equity investments (769) 1.141
270 Profit (loss)on disposal ofinvestments - 356
280 Income (loss) before tax from continuing operations (43.375) 14.349
290 Taxonincome from continuing operations 7.581 (8.022)
300 Income (loss) after tax from continuing operations (35.793) 6.327
320 Netincome for the period (35.793) 6.327
330 Minorityinterest - 3.226
340 Netincome forthe period attributable to the Parent company (35.793) 9.553

The comparative period has been reclassified dikegaetrospective application of accounting stamdi®AS 19.
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Banca Popolare di Cividale Banking Group

Consolidated statement of comprehensive income

31/12/2013 31/12/2012

10 Net profit for the year (85.793) 9.553
Other income net of income taxes without transfer t o profit and
loss account

40 Actuarial gains (losses) from defined benefit plans 185 (357)

| 100 AFS financial assets (10.646) 30.505

130 Total other income, net of income taxes (10.461) 30.505

140 Comprehensive income (10 + 130) (46.253) 40.058

150 Comprehensive income attributable to Minority Interests - (2.415)
Consolidated comprehensive income attributable to t he Parent

160 Com pany (46.253) 37.643

Consolidated statement of changes in shareholdersquity
2013

Allocation of result Changes during the year
Balance at for previous period Equity operations
01/01/2013 Changes in . Purchase of s Total Shareholders' equity at
Reserves reserves New share issues | treasury £ 2 comprehensive
= = ] 31/12/2013
stock ] g = income for the
2 5 2
@ S = @
o 5 i = 2
2013 @ @ 3 2 2 2 3 S z | 2 2 2
@ @ = 7 @ 7 g > = 7 7
8 8 ] 14 4 14 2 £ s | 8 14 14
s g s | g s s g s g |z |2 2 g |alzl = |2 g 2
s £ 8 £ ] 8 s s < s | £ 2 c ¢ | s 3 £ 3 £
5} 2 [ 2 § [ 2 5} 2 5} 2 e @ 2|5 I 2z [ 2
5 5 @ 5 5 5 3 =4 2 5 5
£ £ 2 =3 £ =3 5 8 5 =3 =3
= = g = = = E 5 o = =
2 o
Share capital 50.783 28.027 = = - - (28.027) 285 - = Vs - - - - = - 51.068
a) ordinary shares 50.783 28.027 - - - - (28.027) 285 - - - - - - - - - 51.068
b) other shares - - - - - - - - - - - - -
Share premium reserve 196.529 29.958 - (29.958) 2.040 - - 198.569
Reserves 63.752 716 = = - (24.832) (716) = = = > = 38.920
a) income 36.069 716 2.851 (716) - - - - - - - - 38.920
b) other 27.683 - - (27.683) - - - - - - - - - - (0)
Valuation reserves: 28.730 2.184 - - - (9.718) (2.184) - - - - - - - - (10.461) - 8.551
a) available for sale 16.140 (160) - (160) 160 B - - B - =(10.646) 5.334
b) cash flow hedging - - - - - - - - - - - - - -
¢) other (*) 12.590 2.344 (9.558)  (2.344) - - - - - - 185 3218
Equity instruments - - -
Treasury shares (9.740) - v v - 9.733 ¥ -7 - r .7 BAd -7 - v T - - [@)
a) of Parent Company (9.740) - - - - 9.733 - - - - - - - - - - - (7
b) of subsidiaries - - - - - - - - - - - - - -
Netincome (loss) for the period 9.552 (3.225) 98 - ( 6.425) - - - - - - - - - (35.793) - (35.793)
Shareholders' equity 339.606 57.660 98 - (6.425) (24. 817) (60.885) 2.325 E = B = = = - (46.253) - 261.308
(*) The amount refers to valuation reserves forgedy, plant and equipment.
Allocation of result Changes during the year Shareholders® equity at
Balance at for previous period Changes in Equity operations 31/12/2012
01/01/2012 Reserves T reserves New share issues | Purchase of S N < Total
2 2 i3 ] 2 2 23 £ gl 2 8
2012 ¢ 4 2 ¢ ¢ ¢ | E£ 85 |5 | 2 g g
= ] g ] I3 g g o g 2 |8 T2 c g Py g g g g 2
3 £ 3 £ ° 3 E 3 £ 3 E g3 9 3 o I 3 E 3 £
8 z | &5 ] 2 | &8 5| =2 | & |z |6 |=z| %8 | B: |s|8|& |&2| o z
5 5 E ) 5 5 5 (i<} g & 2 17} S S
£ £ = | £ £ > 5} ] £ £
s s 53 s s = s a = =
Share capital 50.788 28.733 = = = 5) (706) = 5 = 5 = = = = 50.783 28.027
a) ordinary shares 50.788 28.733 - - - 5) (706) - - - - - - - - - - 50.783 28.027
b) other shares - - - - - - - - - - - - - - - - - -
Share premium reserve 196.529 29.983 (25) - - - 196.529 29.958
Reserves 63.280 1.386 (27) (709) - 498 40 - - - - - - - - - - 63.752 716
a) income 36.282 1.386 (57) (709) (156) 40 B B B B B B B -~ 36.069 716
b) other 26.998 - 30 654 - - - - - - - - - - 27683 -
Valuation reserves: (1.580) 1.408 - - - (195) (35) - - - - - - - - 30.505 811 28.730 2.184
a) available for sale (14.366) (972) - - - - - - - 30.505 811 16.139 (161)
b) cash flow hedging - - - - - - - - - -
¢) other (*) 12.786 2.380 (195) (35) - - - - - - - - 12591 2.345
Equity instruments - - - -
Treasury shares - - - - - - - - - (9.740) - - - - - - - (9.740)
a) of Parent Company - - - - - - - - - (9.740) - - - - - - - (9.740)
b) of subsidiaries - - - - - - - - - - - - - - - - - - -
Net income (loss) for the period 8.731 (917) 447 - (8 .261) - - - - - - - 9.552 (3.226) 9.552 (3.226)
Shareholders’ equity 317.748 60.593 420 (709)  (8.261) 298 (726) = = (9.740) = = = = = 40.057 (2.415)  339.606 57.659

(*) The amount refers to valuation reserves forgedy, plant and equipment.

(@)
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Consolidated statement of cash flows

CONSOLIIDATED STATEMENT OF CASH FLOW

OPERATING ACTIVITY 31/12/2013 31/12/2012
1. Operations 6.598 112.869
- interest income received (+) 179.081 199.482
- interest expense paid (-) (57.604) (66.144)
- net commissions (+/-) 21.484 22.965
- staff costs (41.220) (38.205)
- other expenses (-) (158.581) (24.428)
- other revenues (+) 56.441 18.729
- taxes and duties (-) 6.997 469
2. Liquidity generated/absorbed by financial assets L (+-) 151.983 (594.696)
- financial assets held for trading 7.685 14.322
- financial assets available for sale (78.767) (613.800)
- loans to custumers 26.473 (117.370)
- due from banks: repayable on demand (163.054) 6.943
- due from banks: other 382.531 112.490
- other assets (22.886) 2.718
3. Liquidity generated/absorbed by financial liabil ities: (+/-) (68.887) 437.390
- due to banks: repayable on demand 1.009.367 (232.286)
- due to banks: other (968.796) 84.370
- due to customers 287.615 1.032.907
- securities issued (376.851) (494.162)
- financial liabilities held for trading (1.108) (2.237)
- other liabilities (19.114) 48.797
Net liquidity generated/absorbed by operating activ ity A (+/-) 89.695 (44.438)
INVESTING ACTIVITY
1. Liquidity generated by: (+) 824 542
- dividends received on equity investments 996 771
- disposal of intangible assets (172) (230)
2. Liquidity absorbed by: (-) (9.983) 66.437
- purchase of equity investments 1.106 (209)
- purchase of financial assets held to maturity (1.305) 76.228
- purchase of property, plant and equipment (9.783) (9.582)
Net liquidity generated/absorbed by investing activ ity B (+/-) (9.158) 66.978
FUNDING ACTIVITY
- issue/purchase of ow n shares (79.591) (9.700)
- distribution of dividends and other uses (6.425) (7.918)
Net liquidity generated/absorbed by funding activit y C (+/-) (86.016) (17.618)
NET LIQUIDITY GENERATED/ABSORBED DURING THE PERIOD D=A +/-B+/-C (5.479) 4.923
RECONCILIATION
Cash and cash equivalents at the start of the period E 25.501 20.578
Total net liquidity generated/absorbed during the period D -5.479 4.923
Cash and cash equivalents: effect of exchange rate changes F 0 0
Cash and cash equivalents at the end of the period G = E+/-D+/-F 20.021 25.501
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Notes to the consolidated financial statements

Chapter A— ACCOUNTING POLICIES
A.1 - GENERAL INFORMATION

Section 1 Statement of compliance with internatioaaccounting standards

In application of Legislative Decree No. 38 of Z8Fuary 2005, the consolidated financial statemefrttse
Banca Popolare di Cividale Group are prepared dora@ance with the international accounting starglard
(IASs/IFRSs) issued by the International Accountitgndards Board (IASB) and endorsed by the Europea
Union, the adoption of which was compulsory at &c@mber 2013, including the relative Interpretatioh
the International Financial Reporting Interpretat@ommittee (IFRIC), as established by Regulatle@)(
No. 1606 of 19 July 2002.

The consolidated financial statements for the geaed 31 December 2013 have been prepared ondise ba
of the instructions issued by the Bank of Italy hiit the scope of its regulatory powers governing th
technical form of the financial statements of baaufd financial institutions as set forth in Legisla Decree
No. 38/05Instructions for the Preparation of the Separatel &onsolidated Financial Statements of Banks
and Financial Institutions that are the Parent Canjes of Banking Group®rder of 22 December 2005
— Circular No. 262 — second update of 21 JanuatyR0

Thoselnstructionsset out a compulsory presentation for the findnsiatements and the basis for the
preparation thereof, as well as the contents ohdtes to the financial statements.

The financial statements have been prepared ubmgnternational accounting standards in forcelat 3
December 2013 (including the SIC and IFRIC intetgdren documents).

During 2013, the European Commission publishedfdhewing regulations endorsing new international
accounting standards and amendments of accountingasds already in force:

- No 183/2013 of 4 March 2013, adopting amendmémtd-RS 1First-time Adoption of International
Financial Reporting StandardsGovernment Loans

- No 301/2013 of 27 March 2013, adoptingprovements to International Financial Reportirtgr&lards —
2009-2011 Cycle

- No 313/2013 of 4 April 2013, adopting IFRS O®nsolidated Financial Statement&RS 11Joint
Arrangementsaand IFRS 12Disclosure of Interests in Other Entitiegpplicable on a compulsory basis
effective 1 January 2014;

- No 1174/2013 of 20 November 2013, concerning stwent entities, amending International Financial
Reporting Standards (IFRSs) 10 and 12 and IntemmaitiAccounting Standard (IAS) 27,

- No 1374/2013 of 19 December 2013, adopting amlthdi disclosures concerning the recoverable amounts
of non-financial assets (amendments to IAS 36);

- No 1375/2013 of 19 December 2013, adoptimyation of Derivatives and Continuation of Hedge
Accountinglamendments to IAS 39).

With respect to the standards included in the firdrstatements for the previous year, attentiasukhbe
drawn to the entry into force of the following frdmlanuary 2013:

- the amendments to IAS 1Rresentation of ltems of Other Comprehensive Income

- IAS 19Employee Benefits

- IFRS 13Fair Value Measurementhe standard that defines fair value and provadsamework of
reference for determining fair value, as well apurgng additional disclosures concerning measuregse

- the amendments to IFRS 7 and IAS 32 concernie@tfsetting of financial assets and liabilities.

With regard to gains and losses recognised dirgotlgquity, the amendment to IAS 1 provides for a
distinction between elements that may or may natebgcled to profit or loss. The implementatiortlus
amendment takes the form of a simple disclosure.

The main change incorporated in the new versidd8f19 relates to the provision of a single criterfor
accounting for actuarial gains and losses deriftiagn the measurement of defined-benefit plansabt, f
with respect to the previous version of the Stamdtire possibility of recognising all actuarial mgiand
losses immediately in profit or loss (the approtdten by the Group through 31 December 2012) has be
eliminated, and such gains and losses must nowdagnised in a specific item of equity to be préesgin
other comprehensive income.



The application of IFRS 13 does not extend the sadpapplication of fair value measurement, buteat
provides guidelines concerning how to measure direvilue of financial instruments and non-finahcia
assets and liabilities already required or allowegdother accounting standards. Fair value measureme
rules, previously present in various standardsoime cases with inconsistent provisions, have biees
concentrated into a single standard. Consideriagrtiany of the concepts of IFRS 13 are consistéht w
the current practice, the new Standard does na aaignificant impact on the Bank’s measurements.

On the other hand, fair value disclosure obligatibave been expanded to extend to financial and non
financial assets and liabilities measured at fallug on a non-recurring basis. These obligationse we
incorporated into the second update to Bank of i&afcular No. 262.

The amendment to IFRS 7 aims to reconcile IFRSetffgy rules — as defined in IAS 32 — with US GAAP
offsetting rules by requiring that the effects efiting arrangements on financial assets and liegsilbe
mentioned by providing a disclosure in the notes.

The publication of the consolidated financial sta¢ats for the year ended 31 December 2013 wasraetio
by the Board of Directors on 18 March 2014.

Section 2 General basis of preparation

The consolidated financial statements consist @&f Ifalance sheet, income statement, statement of
comprehensive income, statement of changes intablders’ equity, statement of cash flows and theso
to the financial statements. A report on operati@asnings results and financial position has &ksen
included. The figures presented in the financetleshents and in the notes, as well in the repaopenations,
are expressed in thousands of euro, unless otleemdicated. The financial statements and notdsdec
figures for the period under review as well as carapive data at 31 December 2012. The financial
statements have been prepared in application of¢neral preparation principles set forth in IASHe
accounting standards illustrated in Chapter A.thefNotes (international accounting standards esadbpy
the European Union the adoption of which was cosgmylat 31 December 2013).

In application of Article 3, paragraphlis, of Legislative Decree No. 87/1992, introducedlegislative
Decree No. 32/2007, transposing the EU accountemaation Directive 2003/51/EC into Italian latwet
consolidated report on operations also includesrithimn comments with respect to the matters mattrial
the set of companies within the scope of consobtdatvith the separate report of operations ofgagent
included in a single document.

Measurement criteria have been adopted in viewhefdontinuity of company activity and reflect the
principles of accruals-basis accounting, the maligriand significant of accounting information atic
prevalence of economic substance over legal form.

In particular, the directors may reasonably extleat the Bank will continue to operate as a goimgcern

for the foreseeable future (at least twelve monéms) have prepared the financial statements orirgy-go
concern basis. Any uncertainties identified arematerial and do not cast doubt on the abilitygerate as

a going concern.

The consolidated financial statements for the wewled 31 December 2013 have been prepared inra clea
manner and provide a fair and true representafittmoedBank’s financial position and earnings restor the
year.

Contents of the financial statements

The balance sheet and income statement consisinag,i sub-items and further information (the “ofiet
within items and sub-items). In the income stateimewenues are indicated without sign, whereas @e
presented in parentheses.

The statement of comprehensive income consisterobithat show changes in the carrying amountsatas
during the year recognised through valuation reser€onsolidated comprehensive income is brokemdow
into the share attributable to the Parent Compauaythe share attributable to minority interestsgétwve
amounts are presented in parentheses.

The statement of changes in shareholders’ equisemts the composition of and changes in sharaksblde
equity accounts during the reporting year and tlevipus year, broken down into share capital, gquit
reserves, reserves from retained earnings, restpraghe valuation of assets or liabilities and ineome

or loss. Treasury shares are deducted from shaleisolequity. ltems are broken down into the share

attributable to the Group and the share attribet&diminority interests.
E——— |



The statement of cash flows has been prepareddingoto the direct method, which shows the main
categories of gross receipts and payments. Cas¥s flmve been presented by distinguishing between
operating, investing and financing activity.

The notes to the financial statements include tiferination provided for by International Financial
Reporting Standards and Circular No. 262/2005 efBhnk of Italy (second update of 21 January 2014).
The financial statements and notes include figioethe period under review as well as comparalata at

31 December 2012.

Section 3 Scope of consolidation and consolidationethods

The consolidated financial statements include BaRogpolare di Cividale and its direct or indirect
subsidiaries as at 31 December 2013, and the sé¢@pasolidation — as specifically required by IABRSs

— also extends the companies operating in secisgsrdlar to that of the Parent Company.

Exclusive controlling interests are those in easifior which Banca Popolare di Cividale directlyrafirectly
holds more than half of votes, or a lesser shamotifig rights yet has the power to appoint thearigj of
the entity's directors or the power to determireghtity's financial and operating policies.

Companies are considered associates (subject dicgt influence) when Banca Popolare di Cividale
directly or indirectly holds at least 20% of votirights (including “potential” voting rights) or s a lesser
percentage of voting rights but has the power ttgijpate in determining the entity's financial avgkrating
policies under specific legal arrangements suahaseholders’ agreements.

As part of the project aimed at simplifying andiopsing the Group’s corporate structure, the mexafer
Banca di Cividale S.p.A. and Nordest Banca S.m#a Banca Popolare di Cividale S.c.p.A. was exetute
on 28 December 2013, with effect for legal purpdsem 30 December 2013 and effect for accounting
purposes from 1 January 2013.

Civileasing S.p.A. and Tabogan S.r.l., fully-owrsdbsidiaries of Banca Popolare di Cividale, havenbe
consolidated line-by-line in the financial statensest and for the year ended 31 December 2013.

The following is a list of the equity investmenteluded within the scope of consolidation accordmthe
equity method.

1. Equity investments in subsidiaries and joint veesur

Type of Equity investment % of votes

Registered office
g relationship Investor % holding

C. Companies under significant influence
1 Acileasing S.p.A. Udine 2 Banca Popolare di Cividale ScpA 30,00% 30,00%
2 Acrent S.p.A. Udine 2 Banca Popolare di Cividale ScpA 30,00% 30,00%
3 ltas Assicurazioni S.p.A. Trento 2 Banca Popolare di Cividale ScpA 25,00% 25,00%
4 Help line S.p.A. San Giovanni al Natisone (UD) 2 Banca Popolare di Cividale ScpA 30,01% 30,01%

Consolidation methods

The methods used to consolidate subsidiaries lginke consolidation) and associates (equity matho
have remained unchanged with respect to those eddpt the Banca Popolare di Cividale Group’s 2012
Annual Report, to which the reader is thereforenrefd. The financial statements of the Parent Cognpad

of the other companies used to prepare the Regfent to 31 December 2013. The financial statemeits
subsidiaries have been drafted in accordance wifbrn accounting standards.

Subsidiaries are fully consolidated, i.e. by addimgr balance sheet and income statement aggeegata
line-by-line basis. The value of an equity investins eliminated against the residual value ofititerest

in the company, after attributing the minority-irgst share. The differences resulting from thatatpen (at
the date of initial acquisition), where positivee aecognised under intangible assets (after adltwt#o the
subsidiary's assets or liabilities), and, whereatigg, are recognised through the income statermesets,
liabilities, income and expenses between consetledmpanies are fully eliminated. Changes in tugtye
interest of a parent in a subsidiary that do nsultein the loss of control are accounted for asgitgq
transactions.

Equity investments in joint ventures and associatesaccounted for according to the equity metiaduch
requires the initial recognition of the investmahtost and subsequent adjustment according totérest

in the investee’s net income or loss after the &itipn date. Goodwill associated with the asseciat
included in the carrying amount of the equity ie&#rand is not amortised nor separately tested for
impairment. The investor’s share of the investeetsncome or loss for the period is recognisealspecific
item of the consolidated income statement. Thenrestatement reflects the share of the net incortese

of the associate or joint venture attributablelte Group. If an associate recognises adjustmerdstyl



through equity, the Group accounts for its sharsuch adjustments and presents them, where appli¢ab
the statement of changes in shareholders’ equigynssand losses arising from transactions betwleen t
Group and an associate are eliminated in propottiche equity interest in the associate. Afterehaity
method has been applied, the Group assesses wlib#neris evidence of impairment, estimating the
recoverable amount of the investment by considdtiegpresent value of the future cash flows that bea
generated by the investment, including the finabdsal value. If the recoverable amount is belogv th
carrying amount, the difference is recognised aititome statement.

Section 4 Subsequent events

Please refer to the corresponding section of thert@n operations.

Section 5 Other issues

During the year, there were no transactions or tsveha non-recurring nature beyond the scope ef th
ordinary course of business with a material immacoperating and financial position aggregates §6bn
Notice No. DEM/6064293 of 28/7/2006), with the egiien of the purchase of the minority interestshia
subsidiary Banca di Cividale S.p.A. held by Credititellinese, for a total of €73.7 million, withe overall
effect of reducing consolidated reserves by appmaiely €28 million, as well as of the merger of the
subsidiaries Banca di Cividale S.p.A. and NordEmtda S.p.A. into the Parent Company, Banca Popolare
di Cividale S.c.p.A., as described in further détaChapter G of the notes to the financial staets of the
Parent Company. This latter transaction did notehsignificant effects on the consolidated financial
statements.

For the three-year period from 2012 to 2014, theefaCompany and the subsidiary Civileasing S.p.A.
adopted the consolidated taxation mechanism. Th®mpgoverned by Articles 118t seq.of the
Consolidated Income Tax Act (introduced into thve ¢ade by Legislative Decree No. 344/2003), allows
income to be taxed at the consolidated level hysfearing the tax positions of participating comigarto
the Parent Company. The option exercised betweanaBRopolare di Cividale and its subsidiaries Batica
Cividale S.p.A. and NordestBanca S.p.A. thus exiba® a result of the merger.

The consolidated financial statements have beenealuoly Reconta Ernst & Young.

A.2 — INFORMATION ON THE MAIN ITEMS OF THE FINANCIA L STATEMENTS
This section describes the accounting policies tdbip preparing the financial statements for t@ryended
31.12.2013 and includes an illustration by itenthaf criteria for recognition, classification, measuent,
derecognition and, where relevant, the criterialierrecognition of income components.

Application of the new IAS 19 Employee Benefits

The amendment to IAS 19, issued by the IASB on ue 2011 and endorsed by Regulation (EC) No
475/2012 of 6.6.2012, amending the rules for actogror defined-benefit plans and termination lfésge
entered into effect on 1 January 2013.

In the case of the Banca Popolare di Cividale Grthupnew rules apply solely to the accountingtineat

of the termination indemnity provision.

The amendment eliminates the option of recognisiciyarial gains and losses in profit or loss, mdte
requiring full recognition in other comprehensimeame directly through an equity reserve.

In accordance with IAS 19, the amendments to tltewntting standard have been applied retrospectively
starting from the opening accounting balances §dr22

In this regard, it bears remarking that if the rét&ndard had been applied to 2012, the Parent Gorigpa
net income for that year would have increased B7€Bousand on negative reserves for actuariad$oss
defined-benefit plans of €357 thousand, net oftéheeffect. Shareholders’ equity at 31 December2201
would not have changed.



1 — Financial assets held for trading
This category includes debt and equity securitiels Hior trading and the positive value of derivativ
contracts. Derivative contracts also include thesdedded in hybrid financial instruments that hbeen
recognised separately because:
» their financial characteristics and risks are nottly correlated with the characteristics of tinest
contract;
» the embedded instruments meet the definition dfsdive, even when separated; and
» the hybrid instruments are not measured at fairevalith changes in fair value recognised through
the income statement.
Reclassifications to other categories of finanagdets are not permitted except in cases of unesaeats
that are highly unlikely to recur in the near tedm.such cases, debt securities and equities ridtfoe
trading may be reclassified into other categorgtaldished by IAS 39 if the conditions for theicognition
have been met (financial assets held to matuiitgntial assets available for sale and loans azeivables).
The transfer value is the fair value at the timthefreclassification. The presence of any embeddgdative
contracts to be separated is assessed upon réctdgs.

Initial recognition of financial assets occurs lag settlement date for debt securities and equatielsthe
trade date for derivative contracts. Upon initedagnition, financial assets held for trading aeorded at
fair value, without considering transaction costeawenues directly attributable to the instrumerttich are
recognised in the income statement.

After initial recognition, financial assets heldr flvtading are measured at fair value. The effeftthe
application of this measurement criterion are taketme income statement.

Market prices are used to determine the fair valu@ancial instruments quoted on active markbtghe
absence of an active market, the Group uses egtimaethods and valuation models that take accofunt
all risk factors associated with the instrumentd #mt, where possible, are based on data thatbhmay
obtained from the market, such as: the valuationquéted instruments with similar characteristics
(comparables method), discounted cash flow analgpison-pricing models, values reported for ofemtc
comparable transactions (recent transactions mgtbtm

Where it is impossible to use the approaches itelicabove, the Group adopts estimation methods and
valuation models that also contemplate input datalimectly available from the market.

Equity securities, units of ClUs that invest in iéggecurities and derivatives on equity securitiesquoted
on active markets for which fair value may not letedmined reliably according to the foregoing gliroes
continue to be carried at cost.

Financial assets are only derecognised if theyraresferred along with substantially all of thecsated
risks and rewards of ownership. Conversely, ifgaificant part of the risks and rewards associatithl the
transferred financial assets has been retainege thgsets continue to be carried, even though shipesf
the assets has effectively been transferred. Whenot possible to determine that substantidllsisks and
rewards have been transferred, financial assetdeagzognised where no control over the assetbdes
retained. Where this is not the case, continuimdrob even partial control, results in continunegognition
of the assets to the extent of the entity’s comiginvolvement, measured by the exposure to chaingine
value of the transferred assets and changes mstuxiated cash flows.

Lastly, transferred financial assets are dereceghifsthe entity retains the contractual rightsdoeive the
cash flows from the assets, but assumes a contolvkgation to remit such cash flows, and onlytsaash
flows, to third parties.

2 — Financial assets available for sale

This category includes non-derivative financiakeassiot classified as loans and receivables, finhassets
held to maturity, financial assets held for tradorgdesignated at fair value. In particular, thegegory
includes not only debt securities not held for imgcbr classified to the other foregoing portfolibsit also
equity interests not managed for trading purposedassifiable as interests in subsidiaries, assesior
joint ventures.

Where allowed by accounting standards, reclassificaare permitted only into the category finahassets
held to maturity, except in cases of unusual eviradisare highly unlikely to recur in the near teimsuch



cases, debt securities may be reclassified toadesl and receivables category if the conditiongHeir
recognition have been met. The transfer valueaddh value at the time of the reclassification.

Initial recognition of the financial asset occutssattlement date for debt securities and equiies at
disbursement date for loans.

On initial recognition, assets are recorded at falue, including transaction costs and revenue=ctly
attributable to the instrument. If, where allowsttlie accounting standards, an asset is recogfubeding
reclassification from financial assets held to miatwr, in rare circumstances, from financial dsseeld for
trading, the recognition value is the fair valueaathe time of transfer.

After initial recognition, financial assets availalor sale are measured at their fair value bggatsing the
interest, calculated according to the effectiveri@st rate method for debt securities, in the irestatement,
while gains or losses deriving from changes in Yaiue are recognised in a specific shareholdeysity

reserve until the financial asset is derecognigeblesomes impaired. When the financial asset i@ sol
impairment is recognised, the cumulative gain eslmust be reversed, in whole or in part, to tigerime

statement.

Fair value is determined on the basis of the datdlustrated above for financial assets heldtfading.
Equities and derivative instruments with equitissiaderlying assets that are not quoted on aneattarket,
the fair value of which may not be determined td{iacontinue to be carried at cost.

Financial assets available for sale are assessddtéomine whether they show objective evidencarof
impairment loss. If such evidence is found to exise amount of the loss is measured as the differe
between the asset’s acquisition cost and its fine; less any previously recognised impairmergdssif

the grounds for impairment cease to apply as dtreban event that occurs after an impairment loss
been recognised, recoveries are recognised innt@mie statement for loans or debt securities and in
shareholders’ equity for equities.

Financial assets are only derecognised if theyraresferred along with substantially all of thesated
risks and rewards of ownership. When it is not fibsdo determine that substantially all risks aediards
have been transferred, financial assets are damssahwhere no control over the assets has beanedt
Where this is not the case, continuing controlnepartial control, results in continuing recognitiof the
assets to the extent of the entity’s continuinglmement, measured by the exposure to changes welhe
of the transferred assets and changes in the assddash flows.

Lastly, transferred financial assets are dereceghifsthe entity retains the contractual rightsdoeive the
cash flows of the asset, but assumes a concurbéigation to remit those cash flows, and only thoash
flows, to third parties.

3 — Financial assets held to maturity

Item “50 Financial assets held to maturity” incladson-derivative quoted debt securities with fixad
determinable payments and fixed maturities thaetitgy actually intends and is able to hold umt#turity.

Where allowed by accounting standards, reclassifica are permitted solely into the category finahc
assets available for sale. Where a material amofiimivestments classified to this category is soid
reclassified prior to maturity, the remaining fical assets held to maturity are reclassified aarncial
assets available for sale, and the use of thegbiorih question is restricted for the following dwyears,
unless such sales or reclassifications:

» are so close to the maturity or the call date effthancial asset that changes in the market ffate o
interest would not have a significant effect onfihancial asset’s fair value;

» occur after the collection of substantially alltbé asset’s original principal through scheduled or
early ordinary payments; or

» are attributable to an isolated event that is bdyhe entity’s control, is non-recurring and contit
have been reasonably anticipated by the entity.

Assets in this category are initially recognisedhat settlement date and are measured at theivdhie,
including directly attributable transaction costglaevenue. If an asset is included in this categoe to
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reclassification from financial assets availabledale or, in rare circumstances, from financigkeés held
for trading, the asset's reclassification datevfaiue is taken as its new amortised cost.

After initial recognition, such assets are measwxecbrding to the amortised cost method through the
effective interest rate approach. Gains or losss®aated with financial assets held to maturity ar
recognised in the income statement when the ageeiderecognised or become impaired, and throwgh th
amortisation process applicable to the differenegvben carrying amount and the value reimbursable a
maturity. It is periodically assessed whether tlieadjective evidence that such financial assate fbecome
impaired. If such evidence exists, the loss is meskas the difference between the carrying vafubeo
asset and the present value of the estimated foasgle flows, discounted at the original effectinterest
rate. The loss is recognised in the income statertfehe grounds for impairment cease to apply ttuan
event that occurs after such a loss has been rseagra recovery is recognised through the income
statement. The amount of the recovery cannot r@saltcarrying amount for the financial asset iness of

its amortised cost if no impairment losses had lveeagnised in previous periods.

Financial assets are only derecognised if theyraresferred along with substantially all of thecsated
risks and rewards of ownership. When it is not fibsdo determine that substantially all risks aedards
have been transferred, financial assets are damssawhere no control over the assets has beainadt
Where this is not the case, continuing controlnepartial control, results in continuing recognitiof the
assets to the extent of the entity’s continuinglmement, measured by the exposure to changes welhe
of the transferred assets and changes in the assddash flows.

Lastly, transferred financial assets are dereceghifsthe entity retains the contractual rightsdoeive the
cash flows of the asset, but assumes a concurbdigaton to remit those cash flows, and only thoash
flows, to third parties.

4 — Loans and receivables

Loans and receivables include loans to customeatsanks with fixed or determinable payments that ar
not quoted on an active market. The item also aeducommercial loans, repurchase agreements vath th
obligation a forward resale obligation, receivaliéginating from finance lease transactions arwlistes
subscribed at issue or via private placements, fixéd or determinable payments and not quotediiva
markets.

Loans and receivables are initially recognisediendate the contract is signed, which normally cdies
with the date of disbursement, while debt secgriiiee recognised on the settlement date. A loegteivable
is recognised according to its fair value, whictedgal to the amount disbursed or the subscrigarae,

including any costs or revenues directly attriblgatb the individual loan or receivable and deteahie
from inception, even when settled at a later datests that, even with the aforementioned charatites]

are reimbursed by the borrower or are classifiablaormal internal administrative costs are exaudtfén

certain rare circumstances an asset is includéisrcategory due to reclassification from finaheissets
available for sale or from financial assets heldifading, the asset's reclassification date falu® is taken
as its new amortised cost.

After initial recognition, loans and receivables aneasured at amortised cost, which is equal toittital
value increased or decreased by principal repasnejustments or recoveries and amortisation —
calculated according to the effective interest mdth of the difference between the amount disbuased
the amount to be repaid at maturity, typicallyibtttable to the costs/revenues directly conneatethé
single loan or receivable. The effective interesé ris the rate that exactly discounts estimatadducash
payments of the loan or receivable, by way of ppialcand interest, to the amount disbursed, incigdhe
costs/revenues attributable to the loan or recé&vab

The amortised cost method is not used for loanseogivables for which application of the discougtin
approach may be deemed immaterial due to theit slvoations. Such loans or receivables are measired
their historical cost. An analogous measuremerterioh is applied to loans or receivables with an
unspecified maturity or with a notice period.

Loans and receivables are tested to identify thimseshow objective evidence of possible impairnzena
result of events after initial recognition.



These include loans and receivables classifiecadgbbts, substandard loans, restructured loanpastd
due positions according to the rules issued byB#rek of Italy, consistent with IAS/IFRS regulatio®ich
non-performing loans and receivables are measuepdrately, or according to the expected loss for
homogenous categories and analytical allocatiaatt position, and the amount of the adjustmeatioh
loan or receivable is the difference between itsygag amount at the time of measurement (amorttsest)
and the present value of expected future cash fldissounted using the original effective interase.

Expected cash flows account for expected recoveripgs, the presumed realisable value of guaraatests
estimated debt-recovery costs. The adjustment@gresed in the income statement.

The original amount of a loan or receivable is veted in subsequent periods to the extent thagrinends
for impairment cease to apply, provided that sughliation is objectively attributed to an event iaftee
impairment loss. The recovery is recognised inrlteme statement and cannot result in a carryinguaimn
for the loan or receivable in excess of its amedisost if no impairment losses had been recognrsed
previous periods. Recoveries on impairment inclirde-value effects.

The renegotiation of credit exposures granted byBank with respect to performing loans to cust@mer
substantially similar to the opening of a new positwhen it is due to commercial reasons othen tha
deterioration in the borrower’s financial situatigmmovided that the interest rate applied is a wlarate at
the renegotiation date. When renegotiations amtgdato borrowers suffering from a deterioratiorthiair
financial situation, exposures are classified umaer-performing loans.

Loans or receivables for which no objective evideotloss has emerged from individual testing asted
collectively. Collective measurement occurs for lngeneous loan categories in terms of credit risktha
relative loss percentages are estimated considpasgtime-series and other objective elementsrohisie

at the measurement date, which allow the latemst loseach loan category to be estimated. Measureme
also considers the risk connected to the borroweosntry of residence. Collective adjustments are
recognised through the income statement.

Transferred loans and receivables are only derésedif they are transferred along with substalytiall
risks and rewards of ownership. If it cannot beedatned that substantially all risks and rewardgehzeen
transferred, loans and receivables are derecogpiesttied that no control has been retained. ¥ thinot
the case, continuing control, including partial woh results in the entity continuing to carry tleans and
receivables to the extent of its continuing invohant, measured as the entity's exposure to chamgles
value of the transferred loans and receivableschadges in the associated cash flows.

Lastly, transferred loans are derecognised if thigyeretains the contractual rights to receivedhsh flows
from the loan or receivables, but assumes a cogriabligation to remit those cash flows, and dhlyse
cash flows, to third parties.

5 — Hedging transactions

Hedging transactions are aimed at neutralising niiedelosses on a specific item or group of items
attributable to a certain risk where the risk ewsduld occur.

The only hedges that have been used are fair-baldges, which are intended to hedge exposure tmeba
in the fair value of a balance-sheet item attribletdo a specific risk. This type of hedging isoalsed to
hedge the market risk (specifically, interest-rédk) on fixed-rate or structured bonds.

Hedging derivatives are initially recognised atitli@ir values.

Changes in the fair value of interest rate heddiexgvatives are recognised in the income statel@iong
finance expenses. Changes in the fair value of ihgdmgstruments attributed to the hedged item are
recognised as part of the carrying amount of tligyld item and are also recognised in the inconerséant
among finance expenses. Any difference, represgthia partial ineffectiveness of the hedge, isefoee

the net financial effect.

When a hedging transaction is undertaken, the Gomgignates and formally documents the hedging
relationship to which it intends to apply hedgeasting when the hedge commences and, if the hisdge
effective, prospectively through the life of thedge. Documentation includes an identification eftiedging
instrument, the hedged item or transaction, thereaif the risk and the methods the entity inténdsse to

assess the effectiveness of the hedge in offsdttengxposure to changes in the fair value of dughd item
EEE— |



or the cash flows attributable to the hedged &slch hedges are expected to be highly effectio&setting
the exposure of the hedged item to changes invidiure or cash flows attributable to the hedged. risk
Assessments of whether such hedges have provelg bifgctive are conducted on an ongoing basisnduri
the years for which the hedges have been desigriatfattiveness is assessed at every close of Abnua
interim financial statements using:

» prospective tests, which justify the applicatiorheflge accounting, since these prove the expected
effectiveness of the hedge; and

» retrospective tests, which highlight the degrebeafge effectiveness reached in the period to which
they refer. In other words, they measure to whegréxesults achieved differ from perfect hedging.

If such assessments do not confirm hedge effeasgrirom that moment hedge accounting is discoedin
the derivative is reclassified to financial ass$etkl for trading and the hedged item is measureti®basis
of its classification in the balance sheet.

6 — Equity investments

The item includes investments in joint ventures asslociates, which are accounted for accordingdo t
equity method.

Companies are considered joint ventures when ttiegraghts and the control of the economic adigtof
the company are equally shared, directly or indiyewith another entity.

Companies are considered associates, that is,csubjsignificant influence, when the Parent Conypan
directly or indirectly, holds at least 20% of vainghts, or if the Parent Company holds a lesgaitg stake
but has the power to participate in determining ¢cbepany’s financial and operational policies doe t
specific legal relationships such as participatioshareholders’ agreements.

Where there is evidence of impairment, the recdderamount of an investment is estimated, consideri
the present value of the future cash flows that beagenerated by the investment, including the éisposal
value.

If the recoverable amount is lower than the cagyamount, the difference is recognised in the ircom
statement. If the grounds for impairment ceasepdyadue to an event that occurs after such aHasdeen
recognised, a recovery is recognised through ttene statement.

Equity investments are derecognised when the atofbrights to the cash flows from the assetsrexmi
when the investment is transferred along with sarigtlly all the associated risks and rewards.

7 — Property, plant and equipment

Property, plant and equipment includes land, bagldiused in operations, technical plant, furnitfikéires

and equipment of all types. They are tangible itémsare held for use in the production or sugplgoods

or services and are expected to be used during thareone period. Property, plant and equipment are
initially recognised at cost, which also includesy eexpenses directly attributable to purchasing or
commissioning the asset. Extraordinary maintenampenses that increase the future economic beaedits
allocated to increase the value of the assetsewdtiler ordinary maintenance costs are recogniséuki
income statement.

Items of property, plant and equipment are thensmneal at cost less accumulated appreciation, imgud
any impairment losses or recoveries.

Property, plant and equipment are systematicalpretgated, adopting the straight-line method oteirt
useful life. The depreciable amount consists oftthe of the assets less their estimated resicdlaé\at the
end of the depreciation period. Buildings are aised at a rate deemed appropriate to account &r th
deterioration of the assets over time due to ugedBtrast, land is not depreciated, irrespectieéhyhether

it is acquired individually or embedded in the \@abf buildings, since it has an indefinite usefid.|[Each
asset’s residual amount, useful life and deprexiatiethods are revised at the end of each yeamdrate
necessary, adjusted on a prospective basis.

If there is evidence that an asset may have beawmpa&ired, the carrying value and recoverable amofint
the asset are compared. Any impairment losseseamgnised in the income statement. If the grounds f
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impairment cease to apply, a recovery is recognisegh amount that may not exceed the asset' vet
of depreciation charges, in the absence of anyiguevmpairment losses.

Items of property, plant and equipment are dereiseghon disposal or when an asset is permanently
withdrawn from use and no future economic benefiessexpected to flow from its disposal.

8 — Intangible assets

Intangible assets are recognised as such if thgybmadentified and stem from legal or contractights.
Goodwill, which represents the positive differermtween the purchase cost and the fair value of an
acquiree’s assets and liabilities, is also recegh&among intangible assets.

Intangible assets are recognised at cost, adjdisteahy accessory charges only if it is probable the
future economic benefits attributable to the ass@étdbe realised and if the cost of the asset tmayeliably
determined. Where this is not the case, the coshafitangible asset is recognised in the incormestent
in the year in which it is incurred.

For assets with finite useful lives, cost is ansati on a straight-line basis or in decreasing qusti
determined on the basis of the economic benefjieard to flow from the asset.

Assets with indefinite useful lives are not subjecsystematic amortisation, but rather periodyctdisted
for impairment. If there is any evidence that aseasnay have become impairment, that asset’s regioiee
amount is estimated. The impairment loss, whigkésgnised through the income statement, is equhbkt
difference between the carrying amount and rectwei@mount of the asset.

In particular, intangible assets include:

» technology-related intangibles, such as softwarbickiv are amortised on the basis of their
obsolescence and over a maximum period of fivesyeard

» goodwill.

Goodwill may be recognised when the positive differe between the fair value of the shareholderstyeq
acquired and the purchase price or initial recagmiéamount (inclusive of accessory costs) is reprgive
of the equity investment’s future income-generagpogential. If the difference is negative (badwitby if
goodwill is not justified by the entity’s futuredome-generating potential, it is recognised diyeitttough
the income statement.

Goodwill is tested for impairment annually (or wigar there is evidence of impairment). The amodnt o
an impairment loss is determined on the basiseflitierence between the carrying amount of goddwaidi
the recoverable amount of the CGU to which the gadlbdhas been allocated, if lower. The recoverable
amount is equal to the greater of the fair valuthefcash-generating unit, less any cost to sellflae relative
value in use. The consequent adjustments are riseobtinrough the income statement.

An intangible asset is derecognised upon dispasahen no future economic benefits are expectdibio
from the use or disposal of the asset.

9 — Current and deferred taxation

Income tax, calculated according to the natiomaktade, is accounted for as a cost on an accraals,hbin
a manner consistent with the method applied towatdor the costs and revenue that give rise tdakelt
thus represents the balance of current and deféar@dion relating to the net income or loss far ylear.
Current tax assets and liabilities include theldabances of the Group companies due to the reldtadiain
and foreign tax authorities. More specifically,gdbhétems include the net balance of current taililiees for
the year, calculated on the basis of a conservafitimate of the tax charges due for the yearsasde
according to the tax code currently in force, dredurrent tax assets represented by advanceanhimther
tax credits for withholding taxes paid or tax ctediom previous years that the Bank claimed agai®s
payable in future years. Current tax assets atdade tax credits in respect of which a tax refalaim has
been filed by the Bank with the relevant tax auitres.

Considering the Group’s adoption of the nationaldensolidation mechanism, tax positions which ray
referred to the Bank and those originated by ofBesup companies are managed separately from an

administrative standpoint.
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Deferred taxation is calculated according to thiartze sheet liability method, taking into accoure tax
effect of the temporary differences between thekbadue of the assets and liabilities and theiugdior
taxation purposes, which will determine taxableoime or deductible amounts in the future. To thig, en
“taxable temporary differences” are differencesahhiill give rise to taxable income in future yeasile
“deductible temporary differences” are those whidh give rise to deductible amounts in future year
Deferred tax liabilities are calculated by applyitige tax rates currently in force to taxable terappr
differences that are likely to generate a tax boyded to the deductible temporary differencesafioich it

is likely that there will be future taxable amouatghe time when the related tax deductibilitywscso-
called probability test). Deferred tax assets etullities related to the same tax and due in #reesperiod
are set off against one another.

If deferred tax assets and liabilities refer tongeaffecting the income statement, they are resegrthrough
income taxes.

Deferred tax liabilities associated with comparinetuded in the scope of tax consolidation are regubin
their financial statements, in application of thatohming principle and in consideration of the fauzt the
effects of fiscal consolidation are limited to gettlement of current tax positions.

10 - Provisions
Provisions are recognised to account for liabgitiee amount or timing of which is uncertain, itlamly if:

» there is a present obligation (legal or constragtas a result of a past event;

» itis probable that an outflow of resources embogwconomic benefits will be required to settle the

obligation; and

» the probable future outlay can be reliably estimate
The amount recognised as a provision is the béstae of the expenditure required to settle thesent
obligation at the balance-sheet date and reflbetsisks and uncertainties that inevitably surrovadous
events and circumstances. Provisions and increhsedo the time factor are recognised in the income
statement. Provisions are released when it becomiésely that resources capable of yielding ecormomi
benefits will need to be expended in order to disgl the obligation or when the obligation is extiished.
Provisions include those for long-term and postdemmpent benefits within the scope of IAS 19 and
provisions for risks and contingencies within tloeme of IAS 37. Provisions do not include impairinen
losses recognised on the deterioration of guaranteedit derivatives and similar items pursuanf® 39,
which instead are recognised under “Other liabgifi The sub-item “Other provisions” includes amntsun
accrued to account for presumed losses in lawsuitghich an entity is a defendant, including revoca
actions, estimated outlays under complaints filgatlstomers concerning securities brokerage opesati
and a reliable estimate of other outlays in coriaeatith any other legal or constructive obligatasat the
end of the year or interim period.
Where the time factor is significant, provisiong discounted using current market rates. The digoay
effect and the increase in provisions due to tlssg@ge of time are recognised through the incontenséant.

11 — Debt and debt securities issued

Amounts due to banks, amounts due to customergl@bidsecurities issued include the various forms of
interbank funding and direct customer depositsyel as funding through certificates of deposit dhel
issue of bonds and other debt securities, netyharounts repurchased.

Such financial liabilities are initially recognised the date on which the contract is signed, whimmally
coincides with the moment of receipt of the sunmsodéded or the issuance of the debt securitiesricial
liabilities are initially measured at their fairlua, plus directly attributable transaction costs.

After initial recognition, financial liabilities ameasured at amortised cost according to thetiwtenterest
method. An exception is made for short-term lidileiti, where the time factor is immaterial, which stated
at collected amount.

Financial liabilities, or parts of such liabilitiegre derecognised when they are extinguishedistidien the
obligation is discharged or cancelled or expireshSassets are also derecognised when they arehegad

on the market. Derecognition is based on the faluer of the component issued and the component
repurchased at the purchase date. Any gains aedaseriving from the transaction, depending on hdret

the recognised amount of the repurchased compangr@ater or less than the purchase price, aognésed
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through the income statement. If a security is fhlaned again, this transaction is treated as aissve and
is recognised at the new placement price.

12 — Financial liabilities held for trading

Liabilities held for trading are represented byivbtive financial instruments held for trading tipsésent a
negative fair value and have not been designategimg instruments in a hedging relationship asaefiby
IAS 39. All liabilities held for trading are desigired at fair value through the income statement.

13 — Foreign-currency transactions

Foreign-currency transactions are initially recsgai in the functional currency using the applicable
exchange rate on the transaction date. At everyesjuent balance-sheet date:
» monetary items are translated at the exchanggratiling at the balance-sheet date;
» non-monetary items measured at historic cost areslated at the exchange rate prevailing at the
transaction date; and
» non-monetary items designated at fair value arestaéed using the exchange rate prevailing at the
date the fair value was determined.

A monetary item is the right to receive, or theigdion to deliver, a fixed or determinable numbeunits
of a currency. Conversely, the fundamental charistieof non-monetary items is the absence ofridyat
to receive, or the obligation to deliver, a fixeddeterminable number of units of a currency. Tiagtien
differences relating to monetary items are recaghthrough the income statement when they arisereals
those relating to non-monetary items are recogrisemnigh shareholders’ equity or the income stateme
depending on the manner in which the gains or fodsa include this component are recognised. Gosts
revenues in foreign currencies are measured axtieange rate prevailing at the date of recogniigrif
they have yet to accrue fully, at the exchange peggailing at the balance-sheet date.

14 — Other information

Business combinations

IFRS 3 (Revised) defines a business combinati@nteensaction or other event in which an acquibtaios
control of a business consisting of an integragdBactivities and assets that is capable ofgobeamducted
or managed for the purpose of providing a retursiBess combinations thus include acquisitionatefésts
in subsidiaries, mergers, acquisitions of businbssnches, etc. IFRS 3 requires that all business
combinations that fall within its scope of applicatare to be accounted for according to the adars
method. For each business combination, one ofttitiess participating in the combination must beritified
as the acquirer, defined as the entity that obtadmsrol of another entity or group of business&amtrol is
the power to govern the financial and operatingcpes of an entity or business so as to obtairb#eefits
from its activities. Control is obtained when mdnan one-half of voting rights is acquirdtlis possible to
acquire control even in the absence of one-halbtihg rights if the entity obtains power:

» over one-half of voting rights under an agreemadittt ather investors;

» to govern the financial and operating policieshef bther entity under a charter or agreement;

» to appoint or replace the majority of the membédithe other entity’s governing body;

» to dispose of the majority of votes in meetingshef body charged with governing the company.
Although in some cases it may be difficult to idBnan acquirer, there are normally situations thdicate
the existence of an acquirer. In a business cortibmaffected primarily by transferring cash orathssets,
or by incurring liabilities, the acquirer is usyathe entity that transfers the cash or other assancurs the
liabilities. In a business combination effectednarily by exchanging equity interests, the acqugesually
the entity that issues its equity interests. Offegtinent facts shall also be considered, including

» the relative voting rights in the combined entitieathe business combination;

» the existence of a large minority voting interesttie combined entity if no other owner or

organised group of owners has a significant vaierest;

» the composition of the governing body of the coreldientity;

» the composition of the senior management of thebioad entity;

» the terms of the exchange of equity interests.

The acquirer is usually the combining entity whosative size (measured in, for example, asseteynees

or profit) is significantly greater than that ottbther combining entity or entities. In additioma business
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combination involving more than two entities, detgring the acquirer shall include a consideratién o
among other things, which of the combining entitregated the combination, as well as the relasize of
the combining entities.

The acquisition date is the date on which the aequibtains control of the acquiree and is the tatm
which the acquiree is consolidated in the acqusréeancial statements. When a business combinaion
effected in a single exchange, the date of thean@h is the acquisition date. The consideratiarsfesrred

in a business combination shall be measured atvédire, which shall be calculated as the sum of the
acquisition-date fair value of the assets transtehy the acquirer to the former owners of the asegquthe
liabilities incurred by the acquirer to the fornmevners of the acquiree and the equity interestesby the
acquirer. The consideration that the acquiree feansn exchange for the acquiree includes anytasse
liability resulting from a contingent consideratiarmangement.

Acquisition-related costs are costs that the aequircurs to effect a business combination. Theuiaeq
shall account for acquisition-related costs as Bgee in the periods in which the costs are incuairetithe
services received, with the exception of the ctustssue debt or equity securities, which shalidm®gnised

in accordance with IAS 32 and IAS 39.

Business combinations must be accounted for byyagpthe “acquisition method,” whereby the ideratifie
assets acquired, including any intangible asseatgrewiously recognised by the acquiree, and tastiflable
liabilities assumed are recognised at their actoinsdate fair value. The fair value of the acqeiseassets,
liabilities and contingent liabilities may be prsiminally determined by the end of the year in whioh
combination is undertaken and must be finalisetliwitwelve months of acquisition date.

If control is obtained through subsequent purchabesacquirer must re-measure its previously bgldty
interest in the acquiree at the acquisition-datesédue and recognise the difference compareldagtevious
carrying amount, if any, in profit or loss.

The acquirer shall recognise goodwill on the adtjois date by measuring it as the amount by whih t
sum of the consideration transferred, the amourangf minority equity interest in the acquiree aimda
business combination achieved in stages, the atgnidate fair value of the equity interests ie ticquiree
previously held by the acquiree, exceeds the neaiuais, determined at the acquisition date, of the
identifiable assets acquired and identifiable liies assumed, measured on the basis of the altioge.
negative difference is found to exist, that diffeze is recognised in profit or loss. For each lessn
combination, minority interests in the acquiree gvehexisting, may be recognised at fair value, with
ensuing increase in the consideration transfeoed proportion to the minority interest in thegatee’s
identifiable net assets. In accounting for thegeantions undertaken, the Group has recognised iti@ ity
interests in proportion to the minority share af ticquiree's identifiable net assets, without eirey the
consideration transferred, and thus by recognisalgly the portion of goodwill attributable to it.

Following the acquisition of control of a compamgdditional equity interests are accounted for by
recognising the difference between the acquisitiosts and carrying amounts of the minority interest
acquired in Group equity. In a like manner, safeinority interests not involving a loss of coritdp not
generate gains or losses in the income statemaintatiner changes in the Group’s equity.

Business combinations between entities subjecomen@on control are outside the scope of IFRS 3hén t
absence of specific provisions of IASs/IFRSs, IA®@uires that entities use their judgment in apghan
accounting standard that provides relevant, radiaid prudent information and reflects the economic
substance of the transactions. Combinations ofrthiisre, which are normally carried out in the eahof
company reorganisation projects, are thus accodotdry preserving the continuity of the acquireeasues

in the acquirer’s financial statements. In particuthe values of the assets acquired and liasl@issumed
have been recognised on the basis of the valusemed in the consolidated financial statementhef
common group to which the combining entities belong

Business combinations between entities under consorarol

Business combinations between entities under conwontrol do not fall within the scope of applicatiof
International Financial Reporting Standard (IFR)@ are they governed by the other IFRSs. Acogjtyl]
such transactions are subject to the provision$A8f 8 Accounting Policies, Changes in Accounting
Estimates and Errors

IASs/IFRSs contain specific guidelines to be fokkalwhen a transaction is not within the scope RS,

as described in paragraphs 10-12 of IAS 8, whicjuire that the Directors also take account of tlostm
recent pronouncements of other standard-settingebadthat use a similar conceptual structure for the

definition of accounting standards.
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In this regard, it may be observed that the Firelndccounting Standards Board (FASB) has publisied
accounting standard governing business combinaffohS 141), which in various regards is similatRRS

3, but differently from that Standard includesaim appendix, limited accounting guidelines appliedb
common control transactions, previously describeddcounting Principles Board (APB) Opinion 16. In
cases of transactions of this kind, the method dlipg of interest”) calls for assets and liabilgiéo be
recognised at historical (book) values of the meérgempanies, rather than at their respective falnes,
without the recognition of goodwill.

This solution has essentially been adopted at #t®mal level by Assirevi, in its document OPI Nb.
concerning the accounting treatment of “businesshioation of entities under common control” and OPI
No. 2 concerning the accounting treatment of merger

Within the Banca Popolare di Cividale Group, “igireup” business combinations, or other business
combinations between “entities under common cohtei@ thus undertaken on the basis of the bookevalu
of the transferred entities. If the consideratiaidfor the acquisition of the equity interest €iff from the
book value of the transferred entity, owing to ge®dwill recognised, the difference is deducteadnfithe
acquirer’s equity and the transaction is treated par with an extraordinary allocation of reserves

Employee termination benefits

As a result of the entry into force of the 2007dfice Act, which advanced to 1 January 2007 thetefée
date of the reform of supplementary pension schemasted in Legislative Decree No. 252 of 5 Decembe
2005, employee termination benefits consist saélgums accrued through 31 December 2006.

In further detail, portions of employee terminatiobenefits accrued from 1 January 2007 are congldere
“defined-contribution plans” for accounting purpsse accordance with IAS 19. The expense is limited
the contribution defined by the provisions of ttedian Civil Code, without the need to apply anyuacial
approach.

Conversely, the provision for employee terminati@mefits accrued as at 31 December 2006 contimues t
be considered a defined-benefit plan for accounpingposes in accordance with IAS 19. However, the
liability associated with employee termination bi@sds subject to actuarial assessment withoutrptimg
service rendered inasmuch as the service to besessenay be considered fully accrued.

All actuarial gains and losses on defined-benefdanp are recognised immediately through other
comprehensive income. Such actuarial gains anddaasse as the result of adjustments to previciusaal
assumptions due to actual experience or the matific of those assumptions. They are allocated to a
specific equity reserve.

Guarantees and commitments

Guarantees issued are initially recognised atvigine, represented by the commission received tlzar
measured at the higher of the estimated obligatetermined in accordance with IAS 37 and the amount
initially recognised, gradually reduced by the ortattributable to the period. The total nominalue,
excluding any uses made of guarantees issuedpvensin the notes to the financial statements.
Commitments are recognised according to the béstas of the obligation determined in complianathw
IAS 37. The total amount of commitments assumetisislosed in the notes to the financial statements.

Recognition of revenue and costs

Revenues arising from the use by third partiesnoéitity’s assets that generate interest, comnmssoo
dividends are recognised when it is probable th@ttonomic benefits from a given transaction flal to

the entity and the amount of revenue can be datednieliably. Interest and commissions are receghis
through the income statement according to theiflkeesson of the financial instrument to which thesfer,
whereas dividends are recognised when sharehdideosne entitled to receive payment. Other commissio
are recorded on an accrual basis.

Costs are recognised when they are incurred byvfillg the principle of the correlation of costs aadenue
that arise directly and jointly from the same tasi®ns or events. If costs and revenue may only be
correlated generically and indirectly, the cosesracognised over multiple periods according tygstesnatic
allocation approach. When costs may not be assaciaith revenue, they are immediately recognised
through the income statement.



Use of estimates and assumptions in preparing thewal financial statements
In preparing the annual financial statements, asebleen made of estimates and assumptions thdtltaee
an impact on the amounts recognised in the balaheet and the income statement and disclosed in the
notes. Specifically, the greatest use of subjecdssmessments by management is required in thevfotjo
cases:
» determining the amount of impairment losses foarfitial assets, especially loans and receivables;
» determining the fair values of financial instrunseitd be used for disclosure purposes and using
valuation models to determine the fair values wéficial instruments not quoted on active markets;
» assessing the appropriateness of the value of gthodw
» determining the amounts of staff provisions andsigions for other risks and charges; and
» preparing estimates and assumptions relating teett@verability of deferred tax assets.
Reasonable estimates and assumptions to be uaedannting for management transactions are foreulat
through subjective assessments founded upon thef @dleavailable information and past experience.

Determining the fair value of financial instruments

The introduction of IFRS 13 modified the definitioh fair value with respect to that provided in 138,
taking a more market-based approach.

IFRS 13 defines fair value as the price that wdiddeceived to sell an asset or paid to transliabdity in
an orderly transaction between market participantise measurement date (exit price) on the primmemket
(or the most advantageous market), regardless etheh that price is directly observable or estimate
through a valuation technique. Fair value is appilividually to all financial assets or financibilities.
Exceptionally, it may be estimated at the portfddivel if the management and risk monitoring sggtso
allow and are adequately documented.

For the details of techniques for measuring (oecaring and non-recurring basis) the fair valuérafncial
instruments, as well as the classification of smstruments in fair value hierarchy levels, refeisection
A.4 of the notes.

Determining amortised cost

The amortised cost of a financial asset or findri@aility is the amount at which the financialsa$ or
financial liability is measured at initial recogoit minus principal repayments, plus or minus tineglative
amortisation using the effective interest methodrof difference between the initial amount ancdhtiagurity
amount and minus any reduction for impairment.

The effective interest rate is the rate that eyatiicounts estimated future cash payments orptcirough
the expected life of the financial instrument otiluthe repricing date. To calculate present valine

effective interest rate is applied to the futurslc@ayments or receipts over the entire usefuldiféhe

financial asset or financial liability — or a sterperiod if certain conditions have been met éample, the
revision of market rates).

After initial recognition, amortised cost allowsethlievenues and costs deducted from or added to the
instrument to be allocated over that instrumentsree expected life through the amortisation prsces
Amortised cost is determined differently dependingvhether the financial asset or financial liapito be
measured is fixed-rate or floating-rate and, inlgter case, whether the range of rate fluctuasdmown

in advance. For instruments with fixed rates oedixates by time bands, future cash flows are dfiezht
according to the known interest rate (single oatilag) over the life of the loan. For floating-rditeancial
assets or financial liabilities, the range of fuation of which is not known in advance (for examplecause
it is linked to an index), cash flows are deterrdimecording to the most recent known rate. Whentheer
rate is revised, the repayment schedule and eféettiterest rate are recalculated over the ensiedulilife

of the instrument, i.e. through its maturity datee adjustment is recognised as income or expengei
income statement.

Loans, financial assets held to maturity, amountstd customers and banks and debt securitiesdissee
measured at amortised cost.

Financial assets and financial liabilities tradedran's length conditions are initially recognisedair value,
which normally corresponds to the amount disbumsqmhid, including directly attributable transaaticosts
and commissions in the case of instruments measuir@ahortised cost.



Transaction costs are internal or external margioats and income attributable to the issuanceyisitiqn

or disposal of a financial instrument that mayl®tharged back to the customer. Such commissignsh
must be directly attributable to the individual dircial asset or financial liability concerned, afféhe
original effective return and result in a differenlbetween the effective interest rate associatéld thve
transaction and the contractual interest rate. Saetion costs do not include costs/income refdwedore
than one transaction and the components relatedetots which may occur during the life of the ficiah
instrument, but which are not certain at the tinfethe initial agreement, such as commissions for
retrocession, non-use or early redemption.

Hedged financial assets and financial liabilities aot measured at amortised cost. Rather, chandas
value associated with the hedged risk are recodiistihe income statement (as limited to the hedaiphdl.
However, measurement of such financial instruman#snortised cost resumes if the hedge ceasesstp ex
at which time all previously recognised changegain value are amortised, calculating a new effecti
interest rate that contemplates the value of thm,ladjusted for the fair value of the hedged portihrough

the originally expected maturity of the hedge. didition, as discussed above in the section cornugithie
measurement of loans, amounts due to banks andneeist and debt securities issued, measurement at
amortised cost does not apply either to finan@gakts and financial liabilities whose brief duratieads to

the belief that the economic effect of discountivmuld be negligible, or to loans without a fixedtority

date and demand loans.

Determining impairment losses

At each reporting date, financial assets not diasisas financial assets held for trading and faxamassets
designated at fair value are tested for impairmetder to determine whether there is objectiviel@vwe
that the carrying amount of the assets may notulyerecoverable.

An asset has become impaired if there is objeetwgence of a reduction in future cash flows coregdo
original estimates as a result of specific evehit® loss must be able to be determined reliablynamst be
correlated with actual and not merely expected &ven

Impairment testing is conducted on a separate Basiinancial assets that present specific evideoic
impairment losses and on a collective basis farfaial assets for which separate testing is natired or

for which separate testing does not indicate thgtairment had occurred. Collective testing is based
grouping financial assets into homogeneous risgselaiin reference to the characteristics of thendédsuer,
business sector, geographical area, collaterabdrat relevant factors.

For information regarding loans to customers arah$oto banks, the reader is referred to the section
concerning loans.

The impairment testing process for available-fde-sassets involves verifying whether there are any
indicators that the assets may have become impam@édhen determining the amount of any such losses
Impairment indicators are essentially divided itm@ categories: indicators deriving from internattors
relating to the company being valued, and therefidr@a qualitative nature, and, for equities, exaérn
indicators of a quantitative nature deriving frdme market values of the company.

The following are factors considered relevant mfilst category of indicators: the reporting afet loss or

a significant divergence from budget targets ogdts set in long-term plans disclosed to the matket
announcement or commencement of bankruptcy proeedur restructuring plans and downgrading by a
rating agency by more than two classes. In thergkcategory, a significant or extended reductiofain
value below the amount at initial recognition isevant. In further detail, a reduction in fair valis
considered significant if it amounts to more th@&Band extended if it persists for a consecutiveodef
more than 24 months. If one of the above threshwdsdbeen exceeded, an impairment loss is recapoise
the security. If neither of the above thresholds baen exceeded, but there are other indicators of
impairment, the impairment loss must also be carmrated by the results of specific analyses of doeisty
and the investment.

The amount of an impairment loss is determineefarence to the fair value of the financial asset.

For information concerning the methods used tordetes fair value, the reader is referred to thevaht
section.



A.3 — TRANSFERS BETWEEN PORTFOLIOS OF FINANCIAL ASSETS

Reclassified financial assets: carrying amount, favalue and effects on comprehensive income

In 2013 the Group did not undertake transfers betwmortfolios of financial assets, as envisagdd$39. The
following table presents the disclosure of thedeal carrying amounts of assets reclassified inipus years at
31 December 2013, the fair values of those asetsncome components registered during the penmtithe

effects on the income statement that would haveroed if the assets had not been transferred.
Book value Fair value  Income components in case of no  Annual income conponents (before

Type of financial Previous

; ) New portfolio at at transfer (before tax) tax)
instrument portfolio - -
31.12.2011 31.12.2011 Valuation Other Valuation Other
Units in collective
investment
undertakings* HFT AFS - - - - - -
Debt securities HFT LOANS 3.777 3.777 - 3 - 3
Total 3.777 3.777 - 3 - 3

Chapter A.4 — INFORMATION ABOUT FAIR VALUE

QUALITATIVE DISCLOSURES

This section includes a disclosure regarding théhatk of determining fair value adopted by the Banca
Popolare di Cividale Banking Group through the apgt of a specific policy, as well as of the method
classifying instruments designated at fair valueda@ecurring and non-recurring basis) within thie-¥alue
hierarchy in accordance with IFRS 13.

IFRS 13 defines fair value as the price that wdnddeceived to sell an asset or paid to transliabdity in

an orderly transaction between market participantise measurement date (exit price) on the primmemket

(or the most advantageous market), regardless eth&h that price is directly observable or estimate
through a valuation technique.

The fair value of financial instruments, includiderivatives, is determined:
» through the use of prices obtained from financiathkats for instruments quoted on active markets;
and
» through the use of internal valuation models ftreofinancial instruments.

Instruments are assigned to a fair value levektoedance with IFRSs on the basis of this distimgtias
illustrated below:

1. Level 1.The instruments are quoted on markets considetaathe definition of an active market
is provided below.

2. Level 2. Fair value is determined according to arsally recognised valuation models, based on
directly or indirectly observable market inputs.

3. Level 3. A significant portion of the inputs useddetermine fair value does not meet observability
requirements.

The definition of an “active market” is based oe thdications provided in IFRS 13, which stated #ra
instrument is quoted on an active market if ite@siare:

» quoted;

» readily and regularly available from an exchangssler, broker, industry group, pricing service or
regulatory agency; and

» represent actual, regularly occurring market tratigas on an arm's length basis.

IFRS 13 thus does not provide a precise definibbran “active market” and does not explain how to
determine whether a market is active. The followirtgrpretations that we have prepared are thussitlke:

» quoted: the quoting process must meet the conditi@ffective exchange on the markets;

» promptly and regularly available for exchange betvdealers, brokers, industrial groups, pricing
services and regulatory agencies: the frequencypddting of prices must be defined on the basis
of the individual type of financial instrument;

» representative of current, recurring market tratisas under normal conditions: the price must be
defined under normal transaction conditions (exdggdfor example, compulsory liquidation); to
this end, it may be useful to consider parameigeh as:

o the frequency and volumes of daily trading;

o the bid-ask spread;

0 volatility;

0 the number of transaction participants: the numifngst be such that an individual operator does
not have a significant impact on the instrumentisgy
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the volume of individual trades executed;
the frequency of quotations;
the location of the market;
the existence of futures/forward markets for catga
settlement conditions; and
o market quality.

It is also helpful to consider the following wheateérmining whether a market is active:

» the definition of an “active market” is a processittis developed internally by each entity in
accordance with the indications provided in IFRG8d i&s own internal policies.
The various markets and different instrument typest be analysed separately.
The presence of brokers and trading systems, artdegsity’s ability to interface with such brokers
and systems, must be considered for each market.
The analysis must consider all activities perforraedhe market.
The time required to close a transaction must ladsoconsidered.
The data employed must be credible and verifiable.
On the basis of the foregoing considerations, thakBhas developed a framework for identifying aetiv
markets specific to the various types of finangiatruments.
In addition, the Bank uses the bid prices of asssdisthe ask prices of liabilities as the fair eslof financial
instruments quoted on active markets.

OO O0OO0Oo
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Bonds and securitisations

A market is considered active in the following #eases, presented in hierarchical order:
Listing on the MOT, EUROMOT, MTS, EUROMTS, TLX, &UROTLX circuits;

The info-provider Bloomberg quotes CBBT prices (xable prices):

there must be at least three bid and ask contriguto

the prices of fixed-rate securities may not renthensame for more than three days; and
the prices of floating-rate securities may not renthe same for more than 20 days.
Executable prices are quoted on alternative pla$aie.g. Markit):

there must be at least three bid and ask contridédo bonds and convertible bonds and at least fiv
contributors for securitisations;

the prices of fixed-rate securities may not renthensame for more than three days; and
0 the prices of floating-rate securities may not rigntike same for more than 20 days.

Owooo Nk

o

Equities
The official market or the exchange on which a gécis quoted is considered an active market.

ClUs, hedge funds, ETFs and ETCs
The exchange of listing on which the prices of E&fR@ ETCs are published are considered an activeeina

Quoted derivatives
The exchange of quotation is considered an actaken Spot exchange transactions are also coesider
guoted on an active market.

A.4.1 Fair value levels 2 and 3: valuation techniges and inputs used

Financial instruments measured at fair value oreaurring basis

If, for a given financial instrument, the conditfofor identifying an active market have not beetisfad
and it thus is not possible to classify it to letedf the fair value hierarchy and apply the markrtarket
approach, it will be necessary to make use of aat&in technique (mark-to-model), by which is meant
process that permits the identification of the @rat which the instrument could be exchanged betwee
independent parties in balanced bargaining conditio

If this valuation technique is based on observatdeket inputs, the instrument is classified asliévend a
comparable approach is applied.

In further detail, with respect to the adoptioraafaluation model (mark-to-model), in order folimstrument
to be classified to level 2, all model input ddtatthave a substantive effect on the overall measemt of
the instrument must be able to be obtained or ddrirkom the market and represent all risk factoas affect

the valuation of the instrument concerned (interatds, exchange rates, credit spreads, markeilitpla
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etc.). Input data may refer to the instrument comee or, where such data is unavailable, to ingtnim
deemed comparable (under the comparable approk&oh)certain instrument types (e.g. shares), the
comparable approach also includes recent relexamtdctions involving the instrument or similarguwots.

On the other hand, where the instrument is notegyair is quoted on a market not considered aciive,
the adoption of a valuation model (mark-to-modegldhius required, the instrument is classified tovialue
level 3 if at least one of the model inputs (wittmaterial impact on the instrument’s overall valat may

not be obtained or derived from the market, butaamust be estimated by the valuer (e.g., apicatf
methods for estimating projected future cash fl@payment schedules or correlations between undgrly
for options or structured products).

Financial instruments measured at fair value oroa-necurring basis

In the case of financial assets other than dehirgigs, equity securities, shares of ClUs andvdgive

contracts, i.e. in the case of financial and opegateceivables classified in the portfolios duenirbanks

and loans to customers, fair value is determined héerarchical classification established, asfod:

» medium- and long-term assets and liabilities anmamily measured through the discounting of future
cash flows, taking account of the risk level of goatfolio in question (classification to level 8the
fair value hierarchy);

» in the case of demand or short-term assets anities the carrying amount upon initial recogaiti
net of portfolio or individual impairment, represem@ good approximation of fair value (classifioati
to level 3 of the fair value hierarchy);

» in the case of non-performing loans (bad debt, tamdsird, past-due and restructured positions), book
value is believed to be a reasonable approximatideair value (classification to level 3 of therfaalue
hierarchy);

» inthe case of floating-rate securities and shenatfixed rate securities, the carrying amount updial
recognition is deemed a reasonable approximatidaiiovalue, given that it reflects both the change
rates and the assessment of the issuer’s creditwess (classification to level 2 of the fair value
hierarchy).

A.4.2 Valuation processes and sensitivity

In cases of recurring fair value measurement aétasdassified to level 3 of the fair value hietarclIFRS
13 requires that a narrative description be praVifahe sensitivity of the fair value measurenterthanges
in unobservable inputs, where a change in suchtsnentails a significantly higher or lower fair val
measurement.

In this regard, it bears noting that this did notwr for L3 financial instruments classified to tA&S
portfolio. Unobservable inputs capable of influergcthe measurement of instruments classified ad Bv
primarily consist of estimates and assumptions tyidg the models used to measure investmentstiitieg
and ClUs. For such investments, no quantitativdyaisaof the sensitivity of fair value to changesnion-
observable inputs was conducted inasmuch as faieva the result of a model the inputs for whick a
specific to the entity being measured (for examgdset and liability values of companies for whiah not
reasonable to envisage alternative values).

A.4.3 Fair-value hierarchy

Building on IFRS 7, IFRS 13 requires that entitibat apply international accounting standards & th
preparation of their financial statements providequate disclosure of the fair value measuremesets for
each class of financial instruments, and in furthetail:

1) the level of the fair value hierarchy to whitie tmeasurements belong, separating instrumentsdietp
to different categories;

2) significant transfers from level 1 to level 2idg the year;

3) for instruments measured at level 3, a recatmin of opening and closing balances with an iaghn of
changes due to profits and losses (in the incoateraent or equity), purchases and sales and trarnsie
of the category L3 due to the use of market data.

In this regard, it bears remarking that transfetsvieen levels are undertaken with regard to theevat the
end of the reporting period of reference (semi-ahouannual) and in an independent manner, anergky
enter into effect at the beginning of the year eoned.

Transfers to and from L3 are infrequent and prilpaglate to the occurrence of situations of defaul

which the Bank’s subjective assessment of the mratiity of the position takes on primary importan
|



A.4.4 Other information

The circumstances envisaged in IFRS 13 § 51, 3 ()96 do not apply.

QUANTITATIVE DISCLOSURES
A.4.5 Fair-value hierarchy

The following tables show the breakdown of portelbf assets and liabilities measured at fair vadtee
the aforementioned levels and annual changes @tsaasd liabilities of this kind classified to &3

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

levels
31/12/2013 31/12/2012
Financial assets / liabilities at fair value L1 L2 L3 L1 L2 L3
1. Financial assets held for trading 18 2.623 - 21 11.177 -
2. Financial assets designated at fair value through - - - - - -
profit or loss
3. Financial assets available for sale 1.376.714 20.250 75.167 1.295.617 27.055 70.693
4. Hedging derivatives - - - - - -
Total 1.376.733 22.873 75.167 1.295.638 38.232 70.693
1. Financial liabilities held for trading - 965 - - 2.073 -
2. Financial liabilities designated at fair value through - - - - - -
profit or loss
3. Hedging derivatives - - - - 2.915 -
Total - 965 - - 4.988 -
Key: L1 =Level 1 L2 =Level 2 L3 =Level 3
A.4.5.2 Annual changes in financial assets desigeal at fair value (level 3)
FINANCIAL ASSETS
Designated at
; ) For
Held for trading fair value ‘ Available for hedging
through profit sale
purposes
or loss
1.0pening balance 70.693
2.Increasese 15.228
2.1. Purchases 12.851
2.2. Gains recognised in: -
2.2.1.Income statement
- of w hich capitalgains 2
2.2.2. Shareholders' equity 2.323
2.3. Transfers from other levels -
2.4. Otherincreases 52
3. Decreases 10.754 -
3.1. Sales 89
3.2. Redemptions -
3.3 Losses recognized in: -
3.3.1. Income statement 8.923
-of which capitallosses 8.450
3.3.2. Shareholders' equity 1.670
3.4. Transfers to other levels -
3.5. Other decreases 72
4. Closing balance 75.167 -

A.4.5.3 Annual changes in financial liabilities degnated at fair value (level 3)
None of the items in the table, provided for by Benk of Italy, A.4.5.3 “Annual changes in finarncessets

designated at fair value (level 3)” presents values



A.4.5.4 Assets and liabilities not measured at fawalue or measured at fair value on a non-recurring
basis: breakdown by fair value levels

FAIR VALUE OR MEASURED AT FAIR VALUE ON A 31/12/2013 31/12/2012
NON-RECURRING BASIS VB L1 L2 L3 VB VF
1. HTM financial assets 105.413 105.413 - - 104.107 104.107
2. Loans to banks 163.750 - 33.870 128.988 383.227 380.308
3. Loans to customers 3.113.834 = - 3.113.834 3.182.832 3.527.623
4. Property and equipment held as investments 9.555 - - 9.555 12.392 12.392
5. Non-current assets available for sale - - - - -
Total 3.392.551 105.413 33.870 3.252.377 3.682.559 4.024.430
1. Due to banks 1.010.863 = - 1.010.863 970.236 910.448
2. Due to customers 2.968.412 = - 2.957.656 2.680.797 2.676.531
3. Securities issued 79.989 = = 79.989 1.107.135 1.107.135
4. Liabilities associated to assets held for sale 0 - - - -
Total 4.059.264 - - 4.048.508 4.758.168 4.694.114

Key: BV = book value, FV = fair value, L1 = Leve| L2 = Level 2, L3 = Level 3

The composition by fair value level is not provided 2012 inasmuch as the disclosure is not reduise
IFRS 13, which entered into effect in 2013 andpgli@able prospectively.

A.5 - DAY-ONE PROFIT/LOSS

Considering the composition of the financial instants portfolio and the results of the analysefopmed,
no significant amounts of day-one profit were idied (“day-one profit” is defined as the differemaipon
initial recognition, not immediately recognisedtive income statement pursuant to IAS 39 AG 76 a@d A
76A, between the transaction price and value obthinrough the use of valuation techniques basewon
market inputs).



Chapter B— NOTES TO THE CONSOLIDATED BALANCE SHEET

ASSETS
Section 1 - Cash and cash equivalents - item 10
1.1 Cash and cash equivalents: composition

31/12/2013 31/12/2012 %
a) Cash 20.021 25.501 -21,5%
b) Free deposits with central banks - - -
Total 20.021 25.501 -21,5%

Section 2 - Financial assets held for trading - ita 20
2.1 Financial assets held for trading: compositlpntype

31/12/2013 31/12/2012
L1 L2 L3 L1 L2 L3

%

A.Cash assets

1. Debt securities 1 2.623 - 21 8.999
1.1 structured securities - - -
1.2 other debt securities 1 2.623 - 21 8.999
2. Equities 18 - - 0 1
3. Quotas of UCI - -

4. Loans - -

4.1 reverse repurchase agreements - -

4.2 other - -

-70,9%

-70,9%
950,8%
0,0%

Total A 18 2.623 = 21 9.000

-70,7%

B. Derivatives

1. Financial derivatives - 871 - - 2.177
1.1 trading - 871 - - 2.177
1.2 fair value option - -

1.3 other - -

2. Credit derivatives - -

2.1 trading - -

2.2 fair value option - -

2.3 other - -

-60,0%
-60,0%

Total = 871 & & 2.177

-60,0%

TOTAL (A+B) 18 3.494 & 21 11.177

-68,6%

2.2 Financial assets held for trading: compositmnborrower/issuer

31/12/2013 31/12/2012 %

A. ON-BALANCE-SHEET FINANCIAL ASSETS

1. Debt securities 2.624 9.020 -70,9%
a) Governments and central banks - - -
b) Other government agencies - - -

c) Banks 377 5.114 -92,6%
d) Other issuers 2.247 3.906 -42,5%
2. Equity securities 18 1 1653,0%
a) Banks - - -
b) Other issuers 18 1 1653,0%

- insurance undertakings - . -
- financial companies - - -
- non-financial companies 18 1 1653,0%
- other = - -

3. Units in collective investment
undertakings = o -
4. Loans o - -
a) Governments and central banks - - -
b) Other government agencies - - -

c) Banks - - -
d) Other - - -
Total (A) 2.642 9.021 -70,7%
B. DERIVATIVES 871 2.177 -60,0%
a) Banks 155 1.190 -86,9%
b) Customers 715 987 -27,5%
Total (B) 871 2.177 -60,0%
Total (A + B) 3.512 11.198 -68,6%




2.3 Financial assets held for trading: annual chaagn on-balance sheet assets

Units in
Debt Sy _collehve Loans Total 31/12/13
securities securities investment
undertakings
A.Opening balance 9.023 - - - 9.023
B. Increases 239.684 4.500 2.395 - 246.579
B1l. Purchases 239.020 4.438 2.361 - 245.819
of w hich: business combinations
B2.Fair value gains 6 - - - 6
B3. Other changes 658 62 34 - 754
C.Decreases 246.083 4.482 2.395 - 252.960
C1. Sales 244.007 4.481 2.395 - 250.883
of w hich: business combinations
C2. Redemptions 1.453 - - - 1.453
C3. Fair value losses 469 - - - 469
C4. Transfers to other portfolios - - - - -
C5. Other changes 154 1 - - 155
D. Closing balance 2.624 18 - - 2.642

Section 3 - Financial assets designated at fair wad - item 30

This section does not apply to the Banca Popola@ivitiale S.c.p.A. Group.

Section 4 - Financial assets available for saletem 40

4.1 Financial assets available for sale: compositity type

31/12/2013 31/12/2012 .
L1 L2 L3 L1 L2 L3

1. Debt securities 1.376.433 20.250 - 1.295.598 20.815 - 6,1%

1.1 Structured securities - - - - - - -
1.2 Other debt securities 1.376.433 20.250 - 1.295.598 20.815 - 6,1%
2. Equities 254 - 58.627 - - 65.651 -10,3%
2.1 Measured at fair value 254 - 58.627 - - 65.606 -10,3%
2.2 Measured at cost - - - - - 45 -100,0%
3. Units in collective investment undertakings 27 - 16.541 18 6.240 5.042 46,6%

4. Loans - - - - - - -
TOTAL 1.376.714 20.250 75.167 1.295.617 27.055 70.693 5,7%

The Bank does not hold equities quoted in activekata in its portfolio. It should be noted thatjlastrated

above in Chapter A of these notes, unquoted egqutitie fair value of which may not be determinec in

reliable or verifiable manner are carried at cadjusted to account for impairment losses. TheWdkg is

a detailed list of equities.

Composition of financial assets available for g@quities)

. . . % NXIVGER DO Nom inal Book
Financial assets available for sale . of share
holding R value value
or units

Banca Popolare di Cividale Scpa ICBPI SPA 5,14% 729.577 2.189 34.203
Banca Popolare di Cividale Scpa SIA SPA 0,01% 15.179 2 8
Banca Popolare di Cividale Scpa BANKADATISERV. INF. 2,00% 10.000 50 70
Banca Popolare di Cividale Scpa UNIONE FIDUCIARIA SPA 0,10% 1.080 6 7
Banca Popolare di Cividale Scpa FRIULIA SPA 1,33% 3.661.737 3.662 10.233
Banca Popolare di Cividale Scpa KB 1909 SPA 1,60% 185.430 603 578
Banca Popolare di Cividale Scpa TORRE-NATISONE GAL SCARL 5,39% 2.392 1 1
Banca Popolare di Cividale Scpa C.A.T.A.S SPA 9,00% 9.031 90 319
Banca Popolare di Cividale Scpa BANK FOR BUSINESS 4,62% 1.318 520 233
Banca Popolare di Cividale Scpa DEZELNA BANKA DD 557% 210.511 878 2.905
Banca Popolare di Cividale Scpa CONFART.UD SERV.SRL 10,00% 288 150 150
Banca Popolare di Cividale Scpa BANCA POPOLARE DELL'ETRURIA E DEL LAZIO 0,24% 496.420 1.012 254

Banca Popolare di Cividale Scpa PROMO CORMONS COLLIO SRL - IN LIQUIDAZIONE 8,08% 2 5 -
Banca Popolare di Cividale Scpa C.F.P. CVIDALE SRL 9,10% 410 21 21
Banca Popolare di Cividale Scpa CONSULTING SPA 1,32% 1.975 2 5
Banca Popolare di Cividale Scpa VIVABIOCELL SPA 17,48% 147.801 148 314
Banca Popolare di Cividale Scpa SIPIINV ESTIMENTI SPA 2,97% 29.700 30 619
Banca Popolare di Cividale Scpa FRIULI NEWS SPA 5,67% 5.660 6 13
Banca Popolare di Cividale Scpa AGENZIA SVILUPPO DISTRETTO IND. DELLA SEDIA SP 1,00% 4 2 2
Banca Popolare di Cividale Scpa CASSA DIRISPARMIO DI FERRARA 0,72% 303.432 1.566 2.255
Banca Popolare di Cividale Scpa BANCA VALSABINA 0,29% 105.357 316 1.896
Banca Popolare di Cividale Scpa SWIFT 0,01% 8 1 6
Banca Popolare di Cividale Scpa CR BOLZANO ORD. 0,07% 3.000 231 630
Banca Popolare di Cividale Scpa MEDIOCREDITO DEL FRIULIVEBEZIA GIULIA SPA 2,45% 2.120.834 2.121 4.142
Civileasing Spa BANKADATISERV. INF. 0,50% 2.500 13 18
58.881

rLe



4.2 Financial assets available for sale: compositiry borrower/issuer

31/12/2013 31/12/2012 %

1.Debt securities 1.396.685 1.316.414 6,1%
a) Governments and central banks 1.373.915 1.079.001 27,3%
b) Other governments agencies 100 100 0,0%
c) Banks 22.670 237.313 -90,4%
d) Other issuers - - -
2. Equity securities 58.878 65.650 -10,3%
a) Banks 46.534 52.225 -10,9%
b) Other issuers 12.344 13.425 -8,1%

- insurance undertakings - - -

- financial companies 7 856 -99,2%

- non financial companies 12.337 12.569 -1,8%

- other - - -

3. Units in collective investment ur 16.568 11.300 46,6%
4. Loans - - =
a) Governments and central banks - - -
b) Other governments agencies - - -
c) Banks - - -
d) Other - - -
Total 1.472.131 1.393.364 5,7%

Bonds issued by governments and central banksstassentially of Italian government bonds.

4.4 Financial assets available for sale: annual cha

Units in
setl::’ueribtties seEcquur::?/es i;\?tlalstcr:]z; HORKE reogal
undertakings
A. Opening balance 1.316.415 65.649 11.301 - 1.393.365
B. Increases 4.120.668 3.483 7.312 - 4.131.463
B1l. Purchases 4.052.736 1.255 6.462 - 4.060.453
B2. Fair value gains 9.727 11 - 9.738
B3. Writebacks - 1.483 839 - 2.322
- recognised through income statement - 1.483 839 - 2.322
- recognised through equity - X - -
B4. Transfers from other portfolios - - - -
B5. Other changes 58.205 745 - - 58.950
C. Decreases 4.040.398 10.253 2.045 - 4.052.696
C1. Sales 3.812.210 94 83 - 3.812.387
C2. Redemptions 192.281 - - 192.281
C3. Fair value losses 803 473 - 1.276
C4. Writedow ns for impairment - 9.483 1.489 - 10.972
- recognised through income statement - 7.813 1.489 - 9.302
- recognised through equity - 1.670 - - 1.670
C5. Transfers to other portfolios - - -
C6. Other changes 35.104 676 - - 35.780
D. Closing balance 1.396.685 58.879 16.568 - 1.472.132

Following the finalisation of the agreement entdred with Polis Fondi Immobiliari in 2013, purclessof
ClUs included subscription for shares of the fuAdset Bancari Il and Asset Bancari in the amour@4o2

million (level 3 of the fair value hierarchy) thrglu the contribution of owned properties. Additioshbres
of the Italian investment fund of approximately Zmillion were also subscribed.

Impairment testing of financial assets availabledale

As required by IFRSs, financial assets availables#te are tested for impairment to determine wdretiere

is objective evidence that the carrying amountsugh assets may not be fully recoverable. The imyzait

testing process involves verifying whether theeeary indicators that the assets may have becopaériea

and then determining the amount of any such lossgmirment indicators are essentially divided itvwio

categories: indicators deriving from internal fasteelating to the entity being assessed, andftireref a

gualitative nature, and external indicators degvirom the market values of the company (for quoted
(OO equities only). An impairment loss is recognisecewlihere is an indication of impairment or the qdot
00 price falls more than 30% below the initial recdgm amount or remains below that amount for aqueaf
=e110r€ than 24 months. In all other cases, the ratogrmf impairment must be confirmed by the outeoof



specific assessments as regards the security andvisstment. The testing conducted indicated #wsl o
adjust the values of assets with an effect onrtbeme statement of €9,281 thousand.

Section 5 - Financial assets held to maturity - ita 50

5.1 Financial assets held to maturity: compositigntype

31/12/2013 31/12/2012
Book value Fair value Book value Fair value
L1 ] L2 [ L3 L1 | L2 [ L3
1. Debt securities 105.413 105.413 104.107 104.107 -
1.1 Structured securities - - - -
1.2 Other debt securities 105.413 105.413 104.107 104.107
2. Loans - - - -
Total 105.413 105.413 104.107 104.107

5.2 Financial assets held to maturity: borrowerstisrs

31/12/2013 31/12/2012

1. Debt securities 105.413 104.107
a) Governments and central banks 88.921 87.608
b) Other government agencies - -
c) Banks 16.492 16.499
d) Other issuers - -

2. Loans = -
a) Governments and central banks - -
b) Other governments agencies - -
c) Banks - -
d) Other - -

Total 105.413 104.107

Total fair value 105.413 104.107

5.4 Financial assets held to maturity: annual chang

Debt securities Loans Totale 31/12/2013
A. Opening balance 104.107 - 104.107
B. Increases 4.138 - 4.138
B1. Purchases - - -
B2. Writebacks - - -
B3. Transfers from other portfolios - - -
B4. Other changes 4.138 - 4.138
C. Decreases 2.832 - 2.832
Cl. Sales - - -
C2. Redemptions - - -
C3. Writedow ns for impairment - - -
C4. Transfers to other portfolios - - -
C5. Other changes 2.832 - 2.832
D. Closing balance 105.413 - 105.413

Item B4 “Other changes” represents the intereséctald during the year.

such interest recognised through the income stateme

Item C5 refers to the partf

rae



Section 6 - Due from banks - item 60
6.1 Due from banks: composition by type

31/12/2013 31/12/2012 %
VB L1 L2 L3 VB VF
A. Claims on central banks 5.272 = - - 11.371 - -53,6%
1. Time deposits - X X X - - -
2. Reserve requirement 5272 X X X 11.371 - -53,6%
3. Repurchase agreements - X X X - - -
4. Other - X X X - - -
B. Due from banks 158.478 - - - 371.856 - -57,4%
1. Current accounts and free deposits 21.741 - - - 79 - 27397,8%
2. Time deposits 2.039 X X X 78.702 - -97,4%
3. Other financing 100.774 - - - 149.916 - -32,8%
3.1 repurchase agreements 45.453 X X X 86.456 - -47,4%
3.2 finance leases - X X X - - -
3.3 other 55.320 X X X 63.460 - 158,0%
4. Debt securities 33.924 - - - 143.158 - -76,3%
4.1 structured - - - - - - -
4.2 other debt securities 33.924 X X X 143.158 - -76,3%
Total (carrying amount) 163.750 - 33.870 128.988 383.227 380.308 -57,3%
Total (fair value) 162.858 - - - 380.308 - -57,2%

(*) At 31 December 2012, the fair value of amouhts from banks was €380,308 thousand. The composii fair value level is not provided for
2012 inasmuch as the disclosure was not requiretidgccounting standard previously in force. IPRBSwhich applies from 2013, does not require
the restatement of information for the comparapeeod.

Section 7 - Loans to customers - item 70
7.1 Loans to customers: composition by type

31/12/2013 Fair value 31/12/2012 %
Performing Non - performing Performing Non - performing
Purchased Other L1 L2 L3 Purchased Other FV

1. Current accounts 429.620 - 80.288 X X X 493.514 - 83.934 X -11,7%
2. Repurchase agreements 102.916 - - X X X 15.999 - - X 543,2%
3. Mortgage loans 1.597.255 - 200.662 X X X 1.683.378 - 193.210 X -4.2%
4. Credit cards, personal loans
and loans repaid by automatic
deductions from w ages 45.259 - 1.704 X X X 41.331 - 1.351 X 10,0%
5. Finance leases 256.118 - 63.705 X X X 272.367 - 65.810 X -5,4%
6. Factoring - - - X X X - - - X -
7. Other 320.366 - 15.939 X X X 317.559 - 14.378 X 1,3%
8. Debt securities - - - - - - -

8.1 structured - - - X X X - - - X -

8.2 other debt securities - - - X X - - - X -
Total (carrying amount) 2.751.535 - 362.299 3.172.523 2.824.149 - 358.683 3.527.623 -2,2%

(*) At 31 December 2012, the fair value of loanstistomers was €3,527,623 thousand. The compobyidair value level is not provided for
2012 inasmuch as the disclosure was not requiretthéwaccounting standard previously in force. IFRBSwhich applies from 2013, does not
require the restatement of information for the canagive period.

7.2 Loans to customers: composition by borroweanfss

31/12/2013 31/12/2012 %
Performing Non - performing Performing Non - performing
Purchased Other Purchased Other

1. Securities: - - - - - - -
a) Governments - - - - - - -
b) Other government agencies - - - - - - -
c) Other issuers - - - - - - -
- non-financial companies - - - - - - -

- financial companies - - - - - - -

- insurance undertakings - - - - - - -

- other - - - - - - -

2. Loans to: 2.751.535 - 362.299 2.824.149 - 358.683 -2,6%
a) Governments 24 - 0 213 - - -88,7%
b) Other government agencies 7.657 - - 7.404 - - 3,4%
c) Other 2.743.854 - 362.299 2.816.532 - 358.683 -2.2%
- non-financial companies 1.353.817 - 231.211 1.456.263 - 297.027 -9,6%

- financial companies 533.504 - 6.194 444.691 - 6.806 19,5%

- insurance undertakings 13.292 - - 12.391 - - 7,3%

- other 843.241 - 124.894 903.187 - 54.850 1,1%
Total 2.751.535 - 362.299 2.824.149 - 358.683 -2,2%

7.3 Loans to customers: specifically hedged assets

31/12/2013 31/12/2012 %

1. Loans w ith specific fair value hedges = 2.619 -100,0%
a) interest rate risk - 2.619 -100,0%
b) exchange rate risk - - -
c) credit risk - - -
d) multiple risks - - -

2. Loans w ith specific cash flow hedges - = >
a) interest rate risk - - -

O b) exchange rate risk . - _
c) other - - -
Total - 2.619 -100,0%

—— ]



7.4 Finance leases

Total 31/12/2013 Total 31/12/2012
Minimum lease payments Gross investment Minimum lease payments Gross investment
Capital : of w hich Capital : 5 oo it
Non - of w hich unguarante Non of w hich
; ) unguarante
performing guaranteed | Interest ed performing guaranteed Interest )
. . . ed residual
residual residual residual
value
value value value

On demand 5.862 20.767 - 105 20.872 - 4.165 39.175 - 145 39.320
Up to 3 months 16.598 6.988 - 2.839 9.827 - 27 7.523 - 2.821 10.344
Betw een 3 and 12 months 12.923 19.440 - 7.972 27.412 - 18.642 21.161 - 7.859 29.020
Between 1 and 5 years 30.268 79.448 - 32.896 112.344 - 34.027 79.780 - 32.453 112.233
Over 5 years - 121.946 - 37.442 159.388 - 17.028  124.679 - 36.360 161.039

Gross total 65.651 248.589 - 81.254  329.843 - 73.889 272.318 - 79.638 351.956
Charges/write-backs
on impairment 63.705 254.138 - - 317.843 - 8.079 1.129
Total impairment 63.705 254.138 - - 317.843 - 8.079 1.129 - - -

Net total 1.946 - 5.549 81.254 12.000 - 65.810 271.189 - 79.638 351.956

Section 8 - Hedging derivatives - item 80
Not applicable.

Section 9 - Change in fair value of macro fair vala hedge portfolios - item 90
Not applicable.

Section 10 - Equity investments - item 100
10.1 Equity investments in joint ventures (accadifive using the equity method) and companies stilijec
significant influence: information on investments

. . Type of Equity investment % of votes
L Bz relationship Investor % holding
C. Companies under significant influence
1 Acileasing S.p.A. Udine 2 Banca Popolare di Cividale ScpA 30,00% 30,00%
2 Acrent S.p.A Udine 2 Banca Popolare di Cividale Scpa 30,00% 30,00%
3 ltas Assicurazioni S.p.A. Trento 2 Banca Popolare di Cividale Scpa 25,00% 25,00%
4 Help line S.p.A. San Gievanni al Natisene (UD) 2 Banca Popolare di Cividale Scpa 30,01% 230,01%

10.2 Equity investments in joint ventures and camgsasubject to significant influence: accountiigmifes

Total Netincome Shareholder Consolidated

Total assets ] - Fair value
revenues (loss) =" equity carrying amount
A. Companies accounted for using equity method L1 L2 L3
A2 Companies under =significant influence

1 Acileasing S.p.A. 3821 18.115 7 3.469 1408 - - 1.408
2 Acirent S.p.A. 3.448 2.955 54 1.235 689 - - 669
3 tas Assicurazioni S.p.A. 24308 7 701 7731 2188 - - 21599
4 Help line S.p.A. 18.072 625 (358) £.043 3254 - - 3254
Totale 83.050 19.702 474 18.498 7.6529 - - 7.529

10.3 Equity investments: annual change

31/12/2013 31/12/2012
A. Opening balance 8.635 8.427
B. Increases 281 299
B.1 Purchases - - 0
B.2 Writebacks
B.3 Revaluations - -
B.4 Other changes 281 299
C. Decreases 1.387 91
C.1 Sales - 91
C.2 Writedow ns 1.051
C.3 Other changes 336 -
D. Closing balance 7.529 8.635

E. Total revaluations
F. Total writedowns

10.4 Commitments regarding equity investmentsiitt jeentures
No commitments have been recognised in respecfuitygnvestments in joint ventures, as shown anlist
of equity investments provided in the foregoingéat0.1.

Section 11 - Reinsurers’ share of technical reserge item 110
This section does not apply to the Banca Popola@ivitiale S.c.p.A. Group.

(@)
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Section 12 - Property, plant and equipment - item20
12.1 Property, plant and equipment: compositioassfets recognised at cost

22013 HMM22012 %

1.1 owned 7443 64.868 19,4%
a) land 4.933 4.933 0,0%

b} buildings 63.880 57.311 20,2%

c) movables 1.885 1.958 -3, 7%

d} electrical plant 18 626 97, 2%

&) other 1.719 42 3952,59%

1.2 acquired under finance leases - -
a) land - - -

b} buidings - - -

c) movables - - -

d} electrical plant - - -

e} other - - -
Total 77443 654.865 19,4%

The following are the estimated useful lives of @epable items of property, plant and equipmenagset

class:
» land: indefinite;
» works of art: indefinite:
» buildings — 2% — 50 years;
» furniture — 12% — 9 years;
» plant — 15% — 7 years;
» plant — 30% — 4 years;
» plant —7.5% — 14 years;
» fixtures — 15% — 7 years; and
» electronic machines — 20% — 5 years.
12.2 Investment property: composition of assetsgeised at cost
31/12/2013 31/12/2012 %
Fair value Fair value
L1 L2 L3 BV L1 L2 L3
2.1 owned 9.555 - 9.555 12.392 12.392 -22,9%
a) land 4.346 4.346 3.416 3.416 27,2%
b) buildings 5.209 5.209 8.976 8.976 -42,0%
2.2 acquired under finance leases - - - - -
a) land
b) buildings - - - - -
Total 9.555 9.555 12.392 12.392 -22,9%

(*) The composition by fair value level is not paed for 2012 inasmuch as the disclosure was mmpiired by the accounting standard previously

in force. IFRS 13, which applies from 2013, doetsrequire the restatement of information for thenp@rative period.

The item refers to the investment property heldhgysubsidiary Tabogan S.r.l.

12.5 Operating property, plant and equipment: ariraange

Land

Buildings Movables

Electrical
plant

Other

Total

A.Opening gross balance
A.1 Total net w ritedow ns
A.2 Opening net balance

4.933

4.933

82.358
12.655 6.893
69.703 1.956

8.849

13.790
13.174
616

903
851
52

110.833
33.573
77.260

B. Increases

3.416 264

461

4.141

B.1 Purchases
B.2 Capitalised improvement costs
B.3 Writebacks
B.4 Fair value gains recognised in
a) equity
b) income statement
B.5 Positive exchange rate differences
B.6 Transfers from investment property
B.7 Other changes

3.416 264

461

4.141

C. Decreases

820 336

295

45

1.496

C.1 Sales
C.2 Depreciation
C.3 Writedow ns for impairment recognised in
a) equity
b) income statement
C.4 Fair value losses recognised in
a) equity
b) income statement
C.5 Negative exchange rate differences
C.6 Transfers to
a) investment property
b) discontinuing operations
C.7 Other changes

677 336

143

252

45

1.265

143

D. Closing net balance

4.933

72.299 1.884

782

79.905

D.1 Total net w ritedow ns
D.2 Closing gross balance

4.933

13.332
85.631

7.229
9.113

13.426
14.208

851
858

34.838
114.743

@ E.Measurement at cost
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12.6 Investment property

: annual change

Land Buildings

Movables

Electrical
plant

Other

Total

A. Opening balance

8.976

8.976

B. Increases

955 >

955

B.1 Purchases
B.2 Capitalised improvement costs
B.3 Writebacks
B.4 Fair value gains recognised in
a) equity
b) income statement
B.5 Positive exchange rate differences
B.6 Transfers from investment property
B.7 Other changes

955 -

955

C. Decreases

2.837

I
©
@
&

C.1 Sales
C.2 Depreciation
C.3 Writedow ns for impairment recognised in
a) equity
b) income statement
C.4 Fair value losses recognised in
a) equity
b) income statement
C.5 Negative exchange rate differences
C.6 Transfers to
a) investment property
b) discontinuing operations
C.7 Other changes

2.837

INd
©
@
a

D. Closing net balance

6.139

955 >

E.Measurement at fair value

Section 13 - Intangible assets - item 130
13.1 Intangible assets: composition by category

31/12/2013

Indefinite

life

31/12/2012

Indefinite

life

%

A.1 Goodw ill

A.1.1 Group

A.1.2 minority interests

A.2 Other intangible assets
A.2.1 Assets carried at cost

43
43

N N X X x| Finite life

a) internally-generated intangible assets -

b) other assets
A.2.2 Assets carried at fair value

243

a) internally-generated intangible assets -

b) other assets

19.136

19.1

x x x|Finite life

[

[N

[N
'

111 -

111 -

36 0,0%

118,9%
118,9%

118,9%

Total 243

19.136 111 191

36

0,7%

13.2 Intangible assets: annual change

Goodwiill

Other internally-
Fin Indefin

Other intangible

Fin

Indefin

Total

A. Opening balance
A.1 Total net w ritedow ns

19.136

909
798

20.045
798

A.2 Opening net balance

19.136

111

19.247

B. Increases
B.1 Purchases

B.2 Increases in internally generated intangible assets

B.3 Writebacks
B.4 Fair value gains
- equity
- income statement
B.5 Positive exchange rate differences
B.6 Other changes

X X X X X X

240
240

240
240

C. Decreases
C.1 Sales
C.2 Writedow ns
- Amortization
- Impairment
+ equity
+income statement
C.3 Fair value losses
- equity
- income statement
C.4 Transfer to discontinuing operations
C.5 Negative exchange rate differences
C.6 Other changes

D. Closing balance
D.1 Total net w ritedow ns

E. Closing gross balance

F. Measurement at cost




KeyFin: finite useful life; Indefin: indefinite useflife

Goodwill is related to:
1. the acquisition of the banking arm of the forlBanca Agricola di Gorizia; and
2. the acquisition of a bank branch from third jeart

Impairment testing of goodwill

Goodwill is initially measured at cost, which de$vfrom the amount by which the consideration paid
exceeds the net assets and liabilities acquirgdelamount of consideration is less than theviaine of the
acquiree’s net assets, the difference is recogiisedgh the income statement.

After initial recognition, goodwill is measured abst less any cumulative impairment losses. For the
purposes of impairment testing, goodwill acquiradai business combination must be allocated at the
acquisition date to each cash-generating unit @fethtity that is expected to benefit from the carabion,
irrespective of whether the acquiree’s assetsabiliiies are assigned to those units.

Goodwill is tested for impairment at least onceeamry(at 31 December) and more frequently where
circumstances indicate that the carrying amount haage become impaired.

Allocation of goodwill to cash-generating units (C®&Ss)
With respect to the definition of “cash-generatimgt” (“CGU"), it should firstly be noted that, ia manner
consistent with the approach adopted in previoassydhe Group has identified its operating segmast
coinciding with the individual legal entities thebmprise the Group, and thus reflecting the corpora
reorganisation process undertaken in 2013, reguhithe identification of the two following CGUs:

» Retail and Corporate Bankwhich includes Banca Popolare di Cividale S.c.pafd

» Leasing which includes Civileasing S.p.A.
In continuity with the approach adopted for thepmses of previous impairment tests, the cash-géngra
unit to which recognised goodwill has been alloddésehe Retail and Corporate Bank GGU, coincidifity
the legal entity Banca Popolare di Cividale, whiepresents the “smallest identifiable group of estet
generates cash inflows that are largely indepenafetiie cash inflows generated by other assetsaupg
of assets.” The merger of Banca di Cividale S.@Ad NordEst Banca S.p.A. into the Parent Company,
Banca Popolare di Cividale S.c.p.A. (which previgusted as a holding company), entailed the miggli
of sources of funding and investments in financisiruments (loans and receivables) and the ragudtngle
formulation of forecasting plans useful in impaimhtesting. Those plans include the cost synergiadting
from the merger, although the effects are not yesent in the Group’s 2013 financial statementssnmuch
as the merger only entered into effect at year(8@d>ecember 2013).
The accounting principles of reference require fhagtairment testing be conducted by comparing the
carrying amount and recoverable amount of each C@bkere the recoverable amount is less than the
carrying amount, an impairment loss must be resaghiThe recoverable amount of a CGU is the greéater
its fair value and value in use. The recoverablewarhof the Bank's CGUs is represented by its vatue
use, determined on the basis of the future castsfigenerated by each CGU to which goodwill has been
allocated. Such cash flows have been estimateldeobdsis of:

* updated macroeconomic scenarios;

» the Group’s strategic plan for the period 2014-20dirently pending approval by the Parent

Company’s Board of Directors;

e economic projections for the period 2017-2018; and

» developmental guidelines completing the companygatsation process implemented in 2013.
Projections of future results have been extendexligh 2018 with the aim of obtaining an assessiwidie
Bank’s income-generating capacity and the abilitcteate value over time, which is independentef t
current macroeconomic scenario.
Value in use has been determined by the managemigintthe methodological support of an authorit@ativ
external expert, by applying Excess Capital variditite Dividend Discount Model (“DDM”). This appaioh
is used to determine the value of a company ornlessi unit according to the dividend flows thatsit i
estimated it may generate on a prospective bakik maintaining a minimum capitalisation level ststent
with the instructions provided in this regard bypstvisory authorities and in a manner consistetti wi
expected business trends.
This method is widely adopted in well establishedent valuation practice and is supported by ¢inerhost
academic theory regarding business valuation,quédatily as regards entities operating in the bagkector.

E——— |



The application of the Dividend Discount Model itwex the use of expected profitability estimated an
financial parameters to discount flows. In furtlietail, value in use was calculated on the basihef
following assumptions and elements:

» cash flows:an explicit period of 2014-2018, estimated on thei® of:i) the 2014-2016 Strategic
Plan, pending approval by the Parent Company’s @oémDirectors, from which the plan for the
Retail and Corporate Bank CGU alone was extra@edji) the minimum level of capitalisation
(minimum capital) required to ensure operationariling activity.

* terminal value, estimated as a function @flong-term expected net income; arndhe sustainable
growth rate, equal to long-term expected inflatdd2.0% (source: EIU);

* minimum capital: the target capitalisation requirement was assusses function of a tier 1 ratio
of 8.5%, in line with the targets of major quotéalibn banks, in light of international practicdnat
ratio was applied to the Banca Popolare di Cividateup's prospective RWAs (risk-weighted
assets) to determine capital requirements.

* discounting rate (Ke) future cash flows have been discounted by usitmstof equity capital (Ke)
determined as the sum of the nominal rate of redarnsk-free assets and a specific risk premium
that reflects the risk level of the industry oferefnce and the specific risks associated with #rkB
operations. In further detail, the cost of equipital has been estimated®g1% as the result of:

- R the rate of return on risk-free assets, identitiadhe basis of the gross annual return on
the ten-year Italian benchmark BTP, twelve-monthrage surveyed on 22 February 2014
(source: Market Information Provider) at 4.11%;

- PB: the beta coefficient, which indicates the risk lesfea specific equity with respect to the
equity market at large, estimated on the basis®beta values for a sample of comparable
companies at 1.02;

- Rm - Re the premium, or difference in return, requestednwestors for an investment in
equities rather than a risk-free investment; tihisypum was determined at 5.0%, in line with
professional practice.

Sensitivity analysis

Since valuation is rendered especially complex lgy macroeconomic and market scenario currently
affecting the financial sector as a whole, as wasllby the ensuing difficulty in formulating projects
concerning long-term future profitability, and irder to comply with the provisions of IAS 36, a séirity
analysis was conducted of the parameters usedeirasBessment aimed at determining the change in
recoverable amount, assuming a change in paramstedsn the impairment testing procedure. In paldr,

that analysis was conducted as a function of @ipesind negative change of 30 basis points irkeénhevith
respect to 9.21%.

An additional sensitivity analysis was conductedtmndiscounted rate used (Ke) to render the reable
amount of the CGU equal to its carrying amount. TEnget cost of capital that results in the CGL#kie in

use and carrying amount being equal, is 11.30%.

The results of the impairment test

The impairment test, conducted in accordance witerinational accounting principles, as well as the
indications contained in Bank of Italy/Consob/ISVBBcument No. 4 of 3 March 2010, did not indicéie t
need to proceed with the impairment of the goodeallried at the consolidated level as at 31 Decembe
2013.

In addition, it should be emphasised that the patara and information used to test recoverable amou
(particularly the expected cash flows for the C@@ntified, as well as the discounting rates appliee
been significantly influenced by the macroeconommd market scenario, which could undergo abrupt
changes currently not subject to prediction. THeatfthat such changes could have on the estinfateeo
CGUr's cash flows, as well as on the main assumgptiaiopted, could thus yield results significaniffedent
from those presented in these financial statemerte financial statements of future years.



Section 14 - Tax assets and tax liabilities - itert40 of assets and item 80 of liabilities
14.1 Deferred tax assets: composition
Deferred tax assets, all of which pertained toliheking group, came to €56,532 thousand and may be

broken down as follows:
322013 311202012
entertainment expenses - -

loans - writedowns 51.028 25.285
staff costs 625 633
financial az=setz for trading and hedging - -

goodwill 433 219
other 3.972 591
Tax effect on AFS reserve 459 1.058

FTA IAS transition - -
Previous years losses indefinitehy carried foreward - -

Previous years losses - 3054
Current year loss - -
Total 56.532 31.480

14.2 Deferred tax liabilities: composition
Deferred tax liabilities, all of which pertained tfee banking group, came to €7,121 thousand andbmay
broken down as follows:

122013 31272012

Tax effect on AFS reserve 2.9597 8.205
LAS/AFRS - severance benefits 13 -

goodwill 3.588 2.530
other 523 679
Total 7.121 11.564

14.3 Changes in deferred tax assets (through thenme statement)
31/12/2013  31/12/2012

1. Opening balance 30.422 24.700
2.Increases 31.434 8.091

2.1 Deferred tax assets recognised during the year 31.425 7.560
a) in respect of previous periods - -
b) due to changes in accounting policies
c) writebacks

d) other 31.425 7.560
2.2 New taxes or increases in tax rates - -
2.3 Other increases 9 532
3. Decreases 5.793 2.369
3.1 Deferred tax assets derecognised during the year 159 377

a) reversals 159 377
b) w ritedow ns for supervening non-recoverability - -
c) due to change in accounting policies

3.2 Reduction in tax rates - -

3.3 Other decreases 5.634 1.991

a) transformation into tax credits pursuant to Law No.
214/2011 937 81
b) other 4.697 1.911
4.Closing balance 56.063 30.422

14.3.1 Changes in deferred tax assets eligibleérforsformation into tax credits pursuant to Law No.
214/2011 (through the income statement)
3111212013 3111212012

1. Opening balance 3.570 2,439
ZIncreases - 1.352
4. Ddecreases (1.874) (221)
3.1 Reverzalz (937) (140}
3.2 Transformation into tax credits (937) (81)
a} from losses for the year (937) (81)

b} from fizcal losses - -
3.3 Other decreases - -
4.Closing balance 1.696 3.570

O
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14.4 Changes in deferred tax liabilities (througle income statement)

31/12/2013 31/12/2012
1.0pening balance 3.659 3.582
2. Increases 633 606
2.1 Deferred tax liabilities recognised during the year 633 -

a) in respect of previous periods - -

b) due to changes in accounting policies - -

c) other 633 -
2.2 New taxes or increases in tax rates - -
2.3 Other increases - 606
3. Decreases 182 529
3.1 Deferred tax liabilities derecognised during the year 182 -

a) reversals 182 -

b) due to change in accounting policies - -

c) other - -
3.2 Reduction in tax rates - -
3.3 Other decreases - 529
4. Closing balance 4.111 3.659
14.5 Changes in deferred tax assets (through équity

31/12/2013 31/12/2012
1.0pening balance 1.058 8.213
2. Increases 201 1.322
2.1 Deferred tax assets recognised during the year 201 432

a) in respect of previous periods - -

b) due to changes in accounting policies - -

c) other 201 432
2.2 New taxes or increases in tax rates - -
2.3 Other increases - 890
3. Decreases 790 8.477
3.1 Deferred tax assets derecognised during the yeat 790 5.410

a) reversals 790 5.410

b) writedow ns for supervening non-recoverability - -

c) due to change in accounting policies - -
3.2 Reduction in tax rates - -
3.3 Other decreases - 3.067
4.Closing balance 469 1.058
14.6 Changes in deferred tax liabilities (througjuiy)

31/12/2013  31/12/2012
1.0pening balance 8.205 738
2. Increases 1.390 8.258
2.1 Deferred tax liabilities recognised during the year 1.305 -

a) in respect of previous periods - -

b) due to changes in accounting policies - -

c) other 1.305 8.190
2.2 New taxes or increases in tax rates - -
2.3 Other increases 85 68
3. Decreases 6.585 791
3.1 Deferred tax liabilities derecognised during the year 3.048 -

a) reversals 3.048 650

b) due to change in accounting policies - -

c) other - -
3.2 Reduction in tax rates - -
3.3 Other decreases 3.537 141
4. Closing balance 3.010 8.205

rw



14.7 Other information

Tax treatment of impairment and other losses on laas

Law No. 147 of 27 December 2013 (the 2014 Stabhity) significantly modified the rules governingeth
deductibility of impairment and other losses onnkdor the purposes of both corporate income tak an
regional production tax.

The changes primarily affect banks, insurers andnitial institutions, whereas companies at largé db

not prepare their financial statements in accordanith IASs are affected by the application of the
requirements of the certainty and precision ofdesa cases of the derecognition of loans.

In further detail, paragraphs 158 and 159 allowtiestoperating in the banking, finance and insoean
sectors, effective the tax period in progress ab8tember 2013, to include in their taxable basete
purposes of regional production tax net impairmesses and recoveries on loans during the yeahiohw
they are recognised and the following four yearse Ppositive effect comes to approximately €5,428
thousand, of which €1,085 thousand in terms ofelessirrent regional production tax paid due to the
immediate deductibility of one-fifth of net impaiemt losses on loans, and €4,343 thousand in tefrthe o
recognition of greater deferred tax assets onghmiming four-fifths.

Paragraphs 160 and 161 modify the rules govertiegdeductibility of impairment and other losses on
recognised loans, with a particular impact on thies applicable to lenders and financial institogio
Impairment losses on loans may now be deductedstraight-line basis over a period of five yeahs: first
fifth is deducted during the year in which the innpeent loss is recognised, while the remaining ffiftins

are deducted in the following four tax periods. hdasses are also deductible according to the same
conditions, with the exception of losses on loamalised upon disposal for consideration, which are
deductible in full during the year in which theyearecognised. Impairment and other losses on loans
deductible in fifths are considered net of recaee®n recognised loans. This change does not hieaa d
effects on the income statement.

Transformation of deferred tax assets into tax creis

Article 2 of Law Decree No. 225 of 29 December 2(tb@ “Thousand Extensions Decree”), enacted, with
amendments, as Law No. 10 of 26 February 201lwallteferred tax assets recognised in connectidn wit
impairment losses on loans by banks and finanaalpanies, goodwill and other intangible assetseto b
transformed into tax credits in certain situatiofise provision was most recently amended by Law1¥@.

of 27 December 2013 (the 2014 Stability Act), whisktended the rules to include deferred tax assets
(DTAs), in connection with the same items as aboeognised with respect to regional production #&x
well as the losses on loans of banks and finanomipanies, considering that the tax treatmentdi fasses
was also modified by the Stability Act, to bringnito line with that of impairment losses, as ithased above.

In extremely short form, the rules that allow thensformation of deferred tax assets state that:

» DTAs are transformed into tax credits upon the aence of operating losses presented in the separat
financial statements. The transformation applieart@mount corresponding to the share of the loss
for the year, corresponding to the relationshipeen DTAs and the sum of share capital and reserves

» any share of such DTAs that contributes to the &ion of a tax loss for the purposes of corporate
income tax or a negative value of production far plurposes of regional production tax is converted
into a tax credit, with the concurrent de-activatid the recoverability limits envisaged for tasdes;

» tax credits do not generate interest. They maysid uvithout limits of amount, for offsetting agstin
other taxes payable (including those deriving freithholding agent activity) and social-security
contributions payable by a single bank or corpotateconsolidation programme. Such tax credits
may also be transferred at nominal value accortlinthe procedure governed by Art. #3-of
Presidential Decree No. 602/1973 and may be sudnirfitt a refund of the remainder after offsetting.

In this regard, due to the losses recognised iR@i& financial statements of the merged comp@eesa
di Cividale S.p.A. and Nordest Banca S.p.A., in 2@1e Bank converted DTAs into tax credits of €937
thousand.

Corporate income surtax of 8.5%

Article 2, paragraphs 2 and 3, of Law Decree N@ 4330 November 2013, enacted into Law No. 5 of 29
January 2014, established a corporate income soft2u6% applicable to lenders and financial insiins
governed by Legislative Decree No. 87 of 27 Jan882, the Bank of Italy and companies and entitias
conduct insurance business. The surtax applieslimited manner to the tax period in progress at 31
December 2013. In particular, paragraph 3 lays dgpetific provisions for entities participatingaptional

tax consolidation programmes, which are requireduigject their taxable income to the surtax andemak
EEE— |



payment of the tax due independently, effectivélgrging the rules previously applicable to shethpanies
and companies operating in the energy sector tchwiie “Robin Tax” applies. The surtax is not duwe o
increases due to the application of Article 106ageaph 3, of income taxes, pursuant to the Deafrélae
President of the Republic No. 917 of 22 Decemb@&618s amended by the 2014 Stability Act, or the-fo
fifths of impairment and other loan losses subjedaxation. The statute did not yield any effantéerms
of greater current taxes.

Probability test on deferred taxes
IAS 12 requires that deferred tax assets and iigsilbe recognised according to the followingestd:

» taxable temporary differences: a deferred taxllighinust be recognised for all taxable temporary
differences;

» deductible temporary differences: a deferred taetis to be recognised for all deductible temporar
differences if it is probable that sufficient tal@mcome will be earned in order to use the deblect
temporary difference. Deferred tax assets not ngised in a given year — inasmuch as the conditions
for their recognition had not been satisfied — @rebe recognised in the year in which those
requirements are met.

Accordingly, the amount of the deferred tax assstegnised must be tested each year in order ¢ordiete
whether it is reasonably certain that taxable ineovill be earned in the future and thus that tHerded tax
assets may be recovered.

For the 2013 financial statements, as in previaers;, an analysis has been conducted with the &im o
verifying whether projections of future profitaljliare sufficient to ensure the re-absorption déded tax
assets and therefore justify their recognition @atention in the financial statements (a processvknas the
“probability test”).

In conducting the probability test on the defertadassets recognised in the Group’s financiaéstants at
31 December 2013, as for the 2012 financial statsnedeferred tax assets deriving from deductible
temporary differences were considered separatelthi$ regard, it is relevant that effective the peeriod
ended 31 December 2011 the law permits the corrensio tax credits of deferred tax assets receghis
financial statements to account for tax lossesngyifom the deferred deduction of qualified tengrgr
differences (Article 2, paragraph 565, of Law Decree No. 225/2010, introduced by Arti@lef Law Decree
No. 201/2011, converted into Law No. 214/2011pgdidition to that already provided for where thessefe
financial statements present a loss (Article 2ageaphs 55 and 56, of Law Decree No. 225/2010)h Suc
convertibility has introduced an additional, suppdmtary method of recovery that is appropriatensugng
the recovery of qualified deferred tax assetslisialations, regardless of an enterprise’s fuprcditability.

In fact, if qualified temporary differences exceaagable income in a given year, the recovery oéefl tax
assets does not take the form of a reduction akntitaxes, but rather of the recognition of defgrrax
assets on the tax loss, convertible into tax csqulitsuant to Article 2, paragraph B6; of Law Decree No.
225/2010.

The convertibility of deferred tax assets on tagsks resulting from qualified temporary differenies
therefore a sufficient condition for the recognitiof deferred tax assets in the financial statesyehereby
ensuring that the associated probability test @ioitly passed.

This arrangement is also borne out in the jointkBaintaly, Consob and ISVAP document no. 5 of 1&M
2012 (issued in the framework of the IAS/IFRS Apation Coordination Board) concerning #hecounting
Treatment of Deferred Tax Assets Deriving from L2/2011and in the subsequent Italian Banking
Association IAS document no. 112 of 31 May 20T2X Credits Deriving from the Transformation of
Deferred Tax Assets: Clarification from the Banktaly, Consob and ISVAP Regarding the Applicatibn
IAS/IFRS.

On this basis, the test consisted of the follovateps in particular:

a) identifying deferred tax assets other than those@ated with impairment losses on loans, goodwill
and other intangible assets with indefinite usdiués (“non-qualified deferred tax assets”)
recognised in the consolidated financial statemdsjtsanalysing such non-qualified deferred tax
assets and the deferred tax assets recognisee @otisolidated financial statements, distinguishing
them by type of origin and thus by foreseeablertgrof recovery; and

b) forecasting the Company’s future profitability withe aim of verifying the ability to absorb the
deferred tax assets set forth in point a) above.

The test conducted indicated that taxable income sudficient and able to absorb the deferred taetas

recognised in the financial statements at 31 Deeer2d13.
|
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Section 15 - Non-current assets held for sale andsdontinued operations and associated liabilities -
item 150 of assets and item 90 of liabilities
Not applicable.

Section 16 - Other assets - item 160
16.1 Other assets: composition

31212013 31M2/2012 %a
Amounts due from the tax authorities 242 288 192, 7%
Ammeounts due from the tax authorities for withholdings on
interest paid to customers and other amounts due 5.421 4814 33 4%
Cheques drawn on the bank to be settled 4721 7.143 -33,9%
Counterparts for securities ad coupon payments to be received 132 o 45145 1%
Soundry items to be debited to customers and banks 4 525 5.400 -18,2%
Walue date differences on portfolic transactions - - -
Costs and advances pending financial allocation TO 2] -28,9%
Transit tems 203 347 -41 5%
tems finalized but not allocable to other tems 13.829 20127 -31,3%
Amounts related to payment for the supphly of goods and services 17 - -
Other 39 865 -85 5%
Total 30,797 39.082 -21,2%

The various items include:
- the share of loans on third-party funds, the rssoaiated with which is not borne by the Bank; in
the amount of €6,699 thousand,
- Cartasi fees of €2,200 thousand; and
- order receipt commissions of €1,010 thousand.

LIABILITIES
Section 1 - Due to banks - item 10
1.1 Due to banks: composition by type

31/12/2013 31/12/2012 %

1. Due to central banks 851.281 845.374 0,7%
2. Due to banks 159.582 124.863 27,8%
2.1 Current accounts and demand deposits 66.655 24538 171,6%
2.2 Time deposits 520 35.444 -98,5%
2.3 Borrow ings 92.321 64.475 43,2%
2.3.1 Repurchase agreements - 0 -100,0%
2.3.2 other 92.321 64.475 43,2%
2.4 Liabilities in respect of commitments to repurchase ow n equity - - -
2.5 Other payables 87 406 -78,5%
Total 1.010.863 970.236 4,2%
Fair value - L1 - - -

Fair value - L2 -
Fair value - L3 1.010.863 - -
Fair value 1.010.863 910.448 11,0%

(*) At 31 December 2012, the fair value of amouthis to banks was €910,448 thousand. The compob¥ifeair value level is not provided for
2012 inasmuch as the disclosure was not requiretthé@waccounting standard previously in force. IFRBSwhich applies from 2013, does not
require the restatement of information for the canagive period.

Item 2.3.2 Loans — Other primarily includes finargcreceived from the European Investment Bank for
investments.

Section 2 - Due to customers - item 20
2.1 Due to customers: composition by type

31/12/2013 31/12/2012 %

1. Current accounts and demand deposits 1.378.360 1.345.235 2,5%
2. Time deposits 282.466 80.302 251,8%
3. Borrow ings 1.268.021 1.215.868 4,3%
3.1 Repurchase agreements 1.257.498 1.141.344 10,2%
3.2 Other 10.524 74.524 -85,9%
4. Liabilities in respect of commitments to repurchase ow n equity instruments - - -
5. Other payables 39.564 39.391 0,4%
Total 2.968.412 2.680.797 10,7%
Fairvalue - L1 - - -

Fairvalue - L2 =
Fairvalue - L3 2.957.656 - -
Fair value 2.957.656 2.676.531 10,5%




(*) At 31 December 2012, the fair value of amouthits to customers was €2,676,531 thousand. The aitiopdy fair value level is not provided
for 2012 inasmuch as the disclosure was not requirethe accounting standard previously in foré&k$ 13, which applies from 2013, does not
require the restatement of information for the canagive period.

Section 3 - Debt securities issued - item 30
3.1 Debt securities issued: compaosition by type

31/12/2013 31/12/2012
Sl velna Fair value Eealk vl Fair value
L1 [ L2 [ L3 L1 [ L2 [ L3 %
A. Securities

1. Bonds 650.295 - 650.295 - 1.028.057 - 1.028.057 - -36,7%
1.1 structured 14.936 - 14.936 - 14.928 - 14.928 - 0,1%
1.2 other 635.358 - 635.358 - 1.013.129 - 1.013.129 - -37,3%
2. Other 79.989 - 79.989 79.077 - 79.077 - 1,2%
2.1 structured - - - - -
2.2 other 79.989 - - 79.989 79.077 - 79.077 - 1,2%
Total 730.284 - 650.295 79.989 1.107.135 - 1.107.135 - -34,0%

KeyLl1l =Level 1, L2 = Level 2, L3 = Level 3

3.2 Breakdown of item 30 “Debt securities issuesltibordinated securities (applicable legislation)

The amount included under “Debt securities isswzdlie to €61.8 million. The item refers to the fallog
bond issues:

a) Subordinated bond with a nominal value of €1Hioniissued on 7 April 2008:

- interest rate: first coupon of 4.81% gross anmagiable on 7 July 2009; subsequent coupons fdirgte
five years: monthly average three-month Euribortlie month prior to the due date of each coupars al
spread of 0.25%; for the next five years, i.e.tstgrfrom the coupon payable on 7 April 2013, intrwill
be equal to the same average plus a rising spfe@d6% for coupons payable during the sixth y0at5%
for coupons payable in the seventh year; 0.55%dapons payable in the eighth year; 0.65% for conspo
payable in the ninth year; and 0.75% for couponyabi@ in the tenth year;

- amortisation schedule: principal is to be repaifive equal instalments of 20% of principal stagton 7
April 2014,

- maturity: 7 April 2018;

- early redemption clause: the Bank reserves tite to redeem the bond early, provided that at liees
years have elapsed since the date of issue, vétpribr consent of the Bank of Italy, and witheddt one
month’s notice;

- no provisions exist for conversion into shareitzhp

b) Subordinated bond with an original nominal vadfi€40 million issued on 13 August 2007:

- interest rate: first coupon of 4.6% gross anmagible on 13 November 2007; subsequent couporisefor
first five years: monthly average three-month Earifor the month prior to the due date of each coup
plus a spread of 0.25%; for the next five yeaes, starting from the coupon payable on 13 Augudf20
interest will be equal to the same average plisirmgrspread of: 0.35% for coupons payable dufiregsixth
year; 0.45% for coupons payable in the seventh; ¥285% for coupons payable in the eighth yea5%6
for coupons payable in the ninth year; and 0.758edopons payable in the tenth year;

- amortisation schedule: principal is to be redeindive equal instalments of 20% of principalrtey on
13 August 2013;

- maturity: 13 August 2017;

- early redemption clause: the Bank reserves tite to redeem the bond early, provided that at liees
years have elapsed since the date of issue, vétpribr consent of the Bank of Italy, and witheddt one
month’s notice;

- subordination clause: if the Bank is wound up, lllonds shall only be repaid all other creditotsegally
subordinated have been satisfied;

- nNo provisions exist for conversion into shareitzhp

c) Subordinated bond with a nominal value of €1Bion issued on 10 December 2013:

- interest rate: half-yearly coupons equal to fker®nth Euribor rate plus a spread of 430 bps;

- amortisation schedule: principal is to be repaifive equal instalments of 20% of principal stagton 10
December 2014;

- maturity: 10 December 2018;

- no early redemption clause has been provided for;

- subordination clause: if the Bank is wound up, ltlonds shall only be repaid all other creditortsegmally
subordinated have been satisfied;

- no provisions exist for conversion into shareitzhp
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3.3 Breakdown of item 30 “Debt securities issuesfjecifically hedged securities
Hedge accounting was discontinued in 2013.

Section 4 - Financial liabilities held for trading- item 40
4.1 Financial liabilities held for trading: compdgin by type

31/12/2013 31/12/2012
Fv Fv %
VN L1 | 2 | 3 | Fvr | VN | 11 L2 | L3 | Fv*
A. On-balance-sheet liabilities
1. Due to banks - - - - - - - - R -
2. Due to customers - - - = = - - R . -
3. Debt securities - - - - = - - - - -
3.1 Bonds - - - - = - - - -
3.1.1 structured - - - - X - - - X
3.1.2 other bonds - - - - X - - - X
3.2 Other securities - - - - = - - - -
3.2.1 structured - - - - X - - - X
3.2.2 other - o o o X - - - X
Total A - - - - - - o - - -
B. Derivatives
1. Financial derivatives - - 965 - - - 2.073 - 0,0%
1.1 trading X - 965 - X X 2.073 X -53,4%
1.2 associated w ith fair value
option X - - - X X - X -
1.3 other X - - - X X - X -
2 Credit derivatives - - - - - - - - - - -
2.1 trading X - - X X - X -
2.2 associated w ith fair value
option X - - - X X - - X -
2.3 other X - - - X X - - X -
Total B X - 965 - X X 2.073 - X -53,4%
Total (A+B) - - 965 - - - - 2.073 - - -53,4%

Key:FV = fair value calculated by excluding the changesalue due to the change in the issuer's credihg since the issue date. NV = nominal

or notional value. L1 = Level 1 L2 =Level 2 L3evel 3

Section 5 - Financial liabilities designated at faivalue - item 50
This section does not apply to the Banca Popolia@itiale Group.

Section 6 - Hedging derivatives - item 60
6.1 Hedging derivatives: composition by type oftast and underlying asset

FV 31/12/2013 FV 31/12/2012
Wi | % | = VN 31/12/2013 Wi | i | = VN 31/12/2012

A. Financial derivatives - - - - - 2.915 - 20.000

1) Fair value - - - - - 2.915 - 20.000

2) Cash flows

3) Foreign investments
B) Credit derivatives

1) Fair value

2) Cash flows - - -
Total 2.915 - 20.000

Key: FV =fair value NV =notional value  [EllLevel1l L2 =Level 2 L3 =Level 3

Section 7 - Change in fair value of financial lialities in macro fair value hedge portfolios - item70
This section is not applicable to the Banca PopadiaCividale S.c.p.A. Group.

Section 8 - Tax liabilities - item 80
For information on this section, please see Sedibunder Assets.

Section 9 - Liabilities associated with discontinuoperations - item 90
Not applicable.




Section 10 - Other liabilities - item 100
10.1 Other liabilities — composition

3IM1M2/2013 31M2i12012 %
Amounts due to the tax authorities for indirect tax 211 73 0,0%:
Amounts due to social security and welfare institutions 1.550 1.522 1,8%
Amouns due to public entities on behalf of third parties 4. 228 4 813 -12,1%
Sundry items to be debited to customers and banks 608 10.0689 -94 0%
Amounts available to customers 3.6586 2.502 47 3%
Amounts payable to employvees 2553 2.583 -14 4%
“Walue date differences on portfolic transactions 17. 726 159 459 -9, 1%
Intems in transit between branches F.059 2.408 153,1%
Guaratees given 145 872 -83,4%
Accruals other than those capitalised 316 563 -22 2%
Payables related to the supphy of goods and services 8.003 10.002 -20,0%
Sundry and residual tems 41 562 37.514 10, 8%
Total 89.276 92,922 -3y9%

The various items include:

» €23,549 thousand in amounts due to the vehicledouritised mortgage loans; and

» third-party funds for agricultural loans (€6,54 balsand).

Section 11 - Employee termination benefits - item1D
11.1 Employee termination benefits: annual change

31/12/2013 31/12/2012 %
A. Opening balance 5.647 5.270 7,1%
B. Increases 1.792 1.785 0,4%
B.1 Provision for the year 1.792 1.784 0,5%
B.2 Other increases - 1 -100,0%
C. Decreases 1.781 1.408 26,4%
C.1 Severance payments 396 439 -9,9%
C.2 Other decreases 1.385 969 42,9%
D. Closing balance 5.658 5.647 0,2%
Total 5.658 5.647 0,2%

Under international accounting principles, employe@nination benefits are considered post-employmen
benefits of the defined-benefit type. Accordindby, accounting purposes, their value is determtheaugh
actuarial approaches based on a technical proc&doren in actuarial literature as the “MAGIS” metho
This method, based on a stochastic simulationeMbntecarlo type, allows projections to be pregdoe

the compensation costs for each employee, consgitre demographic and compensation figures agsdcia
with each position, without aggregating those pas# or introducing average values. The calculatizare
performed for the number of years necessary foraikers currently in service to leave service.

In accordance with IAS 19, the actuarial assesssrtemte been conducted according to the accrueditbene
method by using the Projected United Credit Method.
Technical assessments were conducted accordihg foltowing parameters:

» annual technical discount rate: 3.17%;

» annual inflation rate: 2.00%;

» annual rate of termination benefit increase: 3.00%.
As required by ESMA, the actuarial assessment waducted while leaving all other hypotheses unchdng
but considering a discounting rate equal to thexrfdr the Eurozone, Iboxx Corporate AA, with aation
of ten years, in a manner consistent with the aeefaancial duration of prospective divestmengs tio
departures from the category subject to assessment.
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Section 12 - Provisions for risks and charges - i@ 120
12.1 Provisions for risks and charges: composition

3MM212013 311212012 %
1. Company pension plans - - -
2. Other provisions 3.436 1.289 166, 6%
2.1 legal disputes 540 259 5,4%
2.2 staff costs - - -
2.3 other 2495 430 430,5%
Total 3436 1.289 166,6%

12.2 Provisions for risks and charges: annual chang

Pension plans Ot.h(.er Total

provisions
A. Opening balance - 1.289 1.289
B. Increases - 2.467 2.467
B.1 Provision for the year - 2.467 2.467
B.2 Changes due to passage of time - - -
B.3 Changes due to changes in discount rate - -
B.4 Other increases - - -
C. Decreases = 320 320
C.1 Use during the year - 263 263
C.2 Changes due the changes in discount rate - - -
C.3 Other decreases - 57 57
D. Closing balance - 3.436 3.436

The item “Provisions for risks and charges” inceshby €2,467 thousand due to accruals to account fo
revocatory actions, complaints and civil litigatiohhe draw-downs of €320 thousand were primarily
undertaken in connection with revocatory actionsctwded during 2013 in the amount of €220 thousand
and customer complaints closed in the amount o0€h0Gusand.

12.3 Defined-benefit company pension funds
This item is not applicable to the Banca Popola@iddale S.c.p.A. Group.

12.4 Provisions for risks and charges - other
Provisions for risks and charges consist of thiefahg:

Provision for revocatory actions

This provision stood at €940 thousand as at 31 i@bee 2013 and represents the estimated amount of
expected liabilities, calculated specifically witte support of the Bank’s legal counsel, in respépidicial

and extra-judicial actions in which the Bank isedeshdant.

Provision for unexpected liabilities
The amount of the provision at 31 December 20131%2thousand, consists chiefly of the estimatdhef
expense that the Bank will incur in relation totonsers' complaints.

Section 13 - Technical reserves - item 130
This section is not applicable to the Banca PopadiaCividale S.c.p.A. Group.

Section 14 - Redeemable shares - item 150
This section is not applicable to the Banca PopatiaCividale S.c.p.A. Group.
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Section 15 - Shareholders’ equity - items 140, 16070, 180, 190, 200 and 220

15.1 Share capital and treasury shares: composition

Shareholders’ equity is defined by internationatamting standards as “the residual value of aity&nt
assets after all liabilities have been deductedbira financial standpoint, equity represents tlometary
extent of the resources contributed by the ownegeperated by the entity.

Capital management is the set of policies and ieEgequired to determine the capitalisation leasiwell

as the optimal combination of the various altersatiapitalisation instruments aimed at ensuring titex
Banca di Cividale Group’s capital and capital ratare consistent with the risk profile assumediulh
accordance with supervisory requirements.

In further detail, the capital policy adopted bg Broup is founded upon the three following appneac

- full compliance with regulatory requirements (u&gory approach);

- appropriate monitoring of risks associated wiinking operations (management approach); and

- support for company development projects (stiatagproach).

These approaches correspond to appropriate defigitif capital, specific objectives and particelanporate
functions.

From a regulatory point of view, the definitiona#dpital is that set out in supervisory regulatidDegoing
compliance with minimum capital requirements (PRillg, which are monitored on a regular basis and
considered a constraint during planning, is anrdégdgrecondition for operations.

From the point of view of risk management — onéefkey functions in banking — capital is considette
main defence against possible unexpected lossesajed by the various risks assumed. The amount of
capital is optimal if it is sufficient to absorbexpected losses estimated for a specific confiderieeval,
thereby guaranteeing the continuity of operatiorer @ specified time period (Pillar 2).

Accordingly, capital management is aimed at govayithe Group’s current and prospective capitatiggli

by both monitoring compliance over time with redgats requirements for Pillar 1 risks and constantly
checking overall capital adequacy for Pillar 2 sisk

From the company standpoint, capital adequacysessaed in reference to funding for assets that ye¢lirns

in the long term (fixed assets, equity investmeausl goodwill), strategic reorganisation processes,
turnaround projects and investment needs. Actusésscto adequate capital, considered a scarcéy cost
resource, is associated with the creation of vakia condition for the expected return.

As a cooperative bank with strong local roots, Baeca di Cividale Group implements its capital el
primarily through:

- the gradual expansion of its size and the breadjgaphical distribution of its owners;

- the issuance of financial instruments (ordindrgres and convertible bonds); and

- ensuring a deep market for its instruments kintisthem on regulated markets.

The merger of Banca di Cividale and Nordest Bantathe Parent Company, Banca Popolare di Cividale,
authorised by the Bank of Italy on 31 October 2@4&s finalised on 28 December 2013 with the exeouti
of the merger agreement, effective from a legaddypaint from 30 December 2013, entailing the isseaf
94,866 ordinary shares of Banca di Cividale S.c,pcarresponding to a share capital increase 06€28
thousand.

At 31 December 2013, Banca Popolare di Cividalefbliyl subscribed and paid-in share capital of £568,
thousand, divided into 17,022,649 ordinary shariéisont par value.

31/12/2013 31/12/2012 %

1. Share capital 51.068 50.783 0,6%
2. Share premiums 198.570 196.529 1,0%
3. Reserves 38.920 63.752 -39,0%
4. (Treasury shares) (7 (9.740) 99,9%
5. Valuation reserves 8.552 28.730 -70,2%
6. Capital instruments - - -
7. Net income (loss) for the period pertaining to the Group (35.793) 9.553 -474,7%

Total 261.309 317.748 -17,8%

* The figures have been adjusted as a consequéice etrospective application of IAS 19. The et impacts are detailed separately in the
notes.



15.2 Capital - Number of parent company sharesuahohange

Ordinary Other

A. Shares at start of year 16.530.194 -
- fully paid - -

- parthy paid - -
A1 Treasury stock (<) (397 569) -
A2 Shares in circulation: opening balance 16.927 763 -
B. Increases 1.371.054 -
B.1 New issues 94 385 -
- paid izzues: 94 385 -

- business combinations - -

- conversion of bonds - -

- exercize of warrants - -

- other b4 235 -

- bonus izzUes: - -

- to employees - -

- to directors - -

- other -

B.2 Sale of own shares 1.276.168 -
B.3 Other changes - -
C. Decreases &75.896 -
C.1 Cancellation -
C.2 Purchase of own shares 875.596 -
C.3 Disposal of companies - -
C.4 Other changes - -

D. Shares in circulation: closing balance 17.022.352 -
D.1 Treazury stock (+) 287 -
D.2 Shares at end of the year 17.022 845 -
- fully paid 17.022.645 -
- parthy paid - -

15.3 Capital: other information
Share capital consists of 17,022,649 ordinary sharth a par value of €3.00 each, for an aggreipat of
€51,068 thousand.

Section 16 - Minority interests - item 210
16.1 Minority interests: composition

JMM22013 JMM22012 %

1. Share capital - 28.027 -100,0%
2. Share premium reserve - 255958 -100,0%
3. Rezerves - 753 -100,0%
4. (Treazury stock) - - -
5. Valuation rezerves - 22158 -100,0%
§. Capital instrumentz - - -
7. Net income (loss) for the yvear pertaining to minority interests - (3.258) 100,0%

Total - 57.659 -0, 0%
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OTHER INFORMATION

1. Guarantees issued and commitments
HMM22013 MM22012 £
1} Financial guarantees iszued 39722 30.004 32,4%
a) Banks 3.0682 3.164 -3,2%
b} Customers 35.660 26.840 35,6%
2} Commercial guarantees issued 61.620 73502 -16,3%
a) Banks 1.010 1.302 -22 4%
b} Customers 50.610 72280 -16,2%
3} Irrevocable commitments to disburse funds 21.702 43733 -50,4%
a) Banks - 4908 -100,0%
i} certain use - 4908 -100,0%
i) uncertain use - - -
b} Customers 21.702 38.825 -44 1%
i} certain use 168 485 -55,4%
i} uncertain use 21535 38.340 -43,8%
4} Commitments underlying credit derivatives: sales of protection - - -
5) Assets pledged as collateral for third-party debts - 7.032 -100,0%
5} Other commitments - 23400 -100,0%
Total 123.044 368.823 -56,6%
2 - Assets pledged as collateral for liabilitiesdatommitments
31/12/2013 31/12/2012 %
1. Financial assets held for trading - - -
2. Financial assets recognized at fair value - - -
3. Financial assets available for sale 1.327.460 1.212.377 9,5%
4. Financial assets held to maturity 105.369 104.063 1,3%
5. Loans to banks - - -
6. Loans to customers 555.748 758.315 -26,7%
7. Property, plant and equipment - - -

Loans to customers include €527,857 thousand ddiseotes subscribed for following the self-sedsation

transactions finalised in May 2009 and February auig 2012.

In addition, the Bank has committed off-balanceesisecurities of €446,465 thousand, of which €28D,0
thousand associated with notes issued by BPC digddpurchased, representative of liabilities guaeed

by the Italian government pursuant to Art. 8 of LBecree 201 of 6 December 2011, converted into Law

214 of 22 December 2011, used as collateral fanar€ing transactions with the European CentrakBan

5. Management and intermediation services

31/12/2013  31/12/2012

%

1. Trading in financial instrum ents on behalf of th ird parties - -

a) Purchases - -

1. settled - - -
2. not yet settled - - -
b) Sales - - -
1. settled - - -
2. not yet settled - - -
2. Asset management 230.738 244.718 -5,7%
a) individual 230.738 244718 -5,7%
b) collective - - -
3. Custody and admiinistration of securities 5.949.43 7 6.862.079 -13,3%
a) third-party securities held as part of depository bank - -

services (excluding portfolio management) -
1l.securities issued by reporting entity - - -
2. other - - -

b) other third-party securities on deposit (excluding portfolio 1.087.277 1.586.598
management): other -31,5%
1. securities issued by reporting entity - 561.173 -100,0%
2. other 1.087.277 1.025.424 6,0%
c) third-party securities deposited w ith third parties 1.074.431 1.122.595 -4,3%
d) securities ow ned by bank deposited w ith third parties 3.787.729 4.152.887 -8,8%

4. Other - -

OT
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5 - 6. Financial assets and liabilities presentedeonet basis, subject to master netting agreenants
similar agreements
IFRS 7 requires that specific disclosure be pravifte financial instruments that are set off in tiadance
sheet pursuant to IAS 32 or that are partiallyilelegfor offsetting, upon the occurrence of cerzinditions,
in that they are governed by master netting agragsrer similar agreements that do not comply wli t
criteria established by IAS 32 for offsetting irtfinancial statements.
For the Banca Popolare di Cividale Group, thereevmer outstanding netting agreements for which leaian
are to be offset in the balance sheet pursua®3Ia3P.
The financial instruments potentially eligible faffsetting in the tables below are governed byftfiewing
agreements:
- for derivative instruments: an ISDA master agreemaed clearing house netting agreements;
- for repurchase and reverse repurchase agreememsster agreement entitled the Global Master
Repurchase Agreement (GMRA); and
- for securities lending: the Global Master Secusitiending Agreement (GMSLA).

Amount of Net amount of -
i ial i ial Related amounts not offset in
Gross amount .|na_r_1c.|a inancia the financial statements
Technical forms of financial Ieliizs EEEE(E SlPL
assets (a) off_set |n_the in the financial Financial Crzzt;is:g?snss Netamount 2013 Net amount
financial = satements (¢ = instruments (d) (f= c-d-e) 2012
statemenst (b) a-b) collateral (e)
1. Derivatives 120 - 120 19 - 101 81
2. Repurchase agreements - - -
3. Securities lending
4. Other -
Total 31/12/2013 120 - - - - - X
Total 31/12/2012 0 0 0 0 0 X 0
Amount of Net amount of Related amounts not offset in
Gross amount financial financial Fi ial Cash d it Net ;
Technical forms of financial liabilities assets shown : inancia as ) eposits etamoun Net amount
B . instruments received ass 2013 (f = c-d-
assets (a) offset in the in the 2012
) . . - (d) collateral (e) e)
financial financial
1. Derivatives 773 - 773 343 - 430 621
2. Repurchase agreements
3. Securities lending
4. Other - - -
Total 31/12/2013 773 - 773 343 - 430 X
Total 31/12/2012 = = = = = X
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Chapter C - NOTES TO THE CONSOLIDATED INCOME STATEM
Section 1 - Interest - items 10 and 20

1.1 Interest income and similar revenues: composition

ENT

Sec':)j::ies Loans tran(;:;irons 31/12/2013 31/12/2012 %
1. Financial assets held for trading 346 346 568 -39,0%
2. Financial assets measured at fair value - - - 0,0%
3. Financial assets available for sale 30.510 30.510 30.548 -0,1%
4. Financial assets held to maturity 4.137 - 4.137 6.464 -36,0%
5. Due from banks 4.110 1.007 5.117 6.739 -24,1%
6. Loans to customers - 99.939 - 99.939 114.818 -13,0%
7. Hedging derivatives X X 66 66 -
8. Other assets X X 4 4 36 -88,9%
Total 39.104 100.945 70 140.119 159.173 -12,0%

1.2 Interest income and similar revenues: diffesaton hedging transactions

As provided for in Bank of Italy Circular No. 26@js table is only compiled if the balance of tlegative
and positive differentials accrued on hedging deives is positive. Since the balance was negdiivang

the year, table 1.5 was instead compiled.

1.3 Interest income and similar revenues: otheorimiation
1.3.1 Interest income on foreign-currency financissets

31/12/2013 31/12/2012 %
Interest income on foreign-currency financial assets - customers - 176 -100,00%
Interest income on foreign-currency financial assets - securities - 1 0,00%

Interest income on foreign-currency financial assets - banks -

10 -100,00%

Total -

187 -100,00%

1.4 Interest expense and similar charges: commusiti

Debt Securities Other liabilities 31/12/2013 31/12/2012 %

1. Due to Central banks 4.725 X 4.725 6.532 -27,7%
2. Due to banks 2.165 X 2.165 6.840 -68,3%
3. Due to customers 27.426 X 27.426 21.126 29,8%
4. Securities issued X 23.344 23.344 38.534 -39,4%
5. Financial liabilities held for trading

6. Financial liabilities at fair value

7. Other liabilities and allow ances X X - -
8. Hedging derivatives X X - 1.451  -100,0%
Total 34.316 23.344 57.660 74.483 -22,6%

1.6 Interest expense and similar charges: othermétion
1.6.1 Interest expense on foreign-currency findr@ailities

31/12/2013 31/12/2012 %
Interest expense on foreign-currency financial assets -
customers (301) (44) 584,09%
Interest expense on foreign-currency financial assets -
securities - - -
Interest expense on foreign-currency financial assets -
banks (2) (6) -66,67%
Totale (303) (50) 506,00%

OT



Section 2 - Commissions - items 40 and 50

2.1 Commission income: composition

31/12/2013 31/12/2012 %
a) guarantees issued 1.138 1.215 -6,3%
b) credit derivatives - - -
c) management, intermediation and advisory services: 7.566 8.629 -12,3%
1. trading in financial instruments - - -
2. foreign exchange 586 700 -16,3%
3. asset management 1.794 1.755 2,2%
3.1 individual 1.794 1.755 2,2%
3.2 collective - - -
4. securities custody and administration 395 535 -26,2%
5. depository services - - -
6. securities placement 3.495 3.293 6,1%
7. reception and transmission of orders 640 1.702 -62,4%
8. advisory services - 5 -100,0%
8.1. on investments - 5 -100,0%
8.2. on financial structure - - -
9. distribution of third-party services 655 638 2,7%
9.1 asset management - - -
9.1.1 individual - - -
9.1.2 collective - - -
9.2 insurance products 655 638 2,7%
9.3 other - - -
d) collection and payment services 7.266 7.045 3,1%
e) servicing activities for securitizations - - -
f) services for factoring transactions - - -
g) tax collection services - - -
h) management of multilateral trading facilities - - -
i) management of current accounts 6.356 6.654 -4,5%
h) other 6.715 6.741 -0,4%
Total 29.041 30.284 -4,1%
2.2 Commission expense: composition
JMM22013 HMM22012 Ya
a) guarantees received T - 100,0%
b) credit derivatives - - -
c) management and intermediation services: 43 1593 -75,3%
1. trading in financial instruments 26 40 -35,0%
2. foreign exchange - - -
3. asset management - - -
3.1 own portfolio - - -
3.2 third-party portfolio - - -
4. securities custody and administration - - -
5. placement of financial instruments 17 158 -89,2%
5. off-premises distribution of securities, products and
SEMvices - - -
d) collection and payment services 2.282 2170 5,6%
e) other services 4.411 4393 0,4%
Total 6.754 6.761 -0,1%
Section 3 - Dividends and similar income - item 70
3.1 Dividends and similar income: composition
J1M22013 31212012 %a
Dividends Income from units Dividends Income from units
in collective in collective
investment investment
undertakings undertakings
A, Financial az=sets held for trading 13 - 21 - -38,1%
B. Financial azsetz available for zale 983 - 750 - 31,1%
() C.Financial assets recognised at fair value = = - - 0,0%
D. Egquity inwvestments - X - X 0,0%
Total 996 - 7 - 29,2%




Section 4 - Net trading income or loss - item 80

4.1 Net trading income or loss: composition

Capital gaine  Trading profits  Capital losses  Trading losses EIE
) ®) © ©) 1t
(C+D)]

1. Financial azssets held for trading [ 630 469 187 30
1.1 Debt securities 6 580 469 - 217
1.2 Equity securities - - - 187 (187)
1.3 Units in collective investment undertakings - - - - -
1.4 Leans - - - - -
1.5 Other - - - - -

2. Financial liabilities held for trading - - - 0 (0}
2.1 Debt securities - - - - -
2.2 Pavables - - - - -
2.2 Other - - - 0 (0}

3. Other financial azsets and liabilitie s: exchange

differences X X X X -

4. Derivatives 8.045 2228 8.037 2.021 392
4.1 Financial derivatives 2.04% 2228 8.037 2.021 382

- on debt securities and interest rates 2.049 2228 8.037 2021 220
- on equity securities and equity indices - - - - -
- on foreign currencies and gold X X X X 173
- other - - - - -
4.2 Credit derivatives - - - - -
Taotal 8.055 2.908 8.605 2.208 423
Section 5 - Net fair value changes in hedge accoing - item 90
5.1 Net fair value changes in hedge accounting: pmsition
3272013 IMM22012 “a

A. Income on:

A1 Fair value hedges 5.184 10.720 -51,6%

A2 Hedged financial assets (fair value) - 14.314 -100,0%

A.3 Hedged financial liabilities (fair value) - - N.5.

A4 Cash flow hedges - 6.5917 -100,0%

A5 Assets and liabilities in foreign currencies - - -

Total income on hedging activities [A) 5.184 31.951 -83,8%

B. Expense on: -

B.1 Fair walue hedges 5238 T.325 -28,5%

B.2Z Hedged financial assets (fair value) - - -

B.3 Hedged financial liabilities (fair walue} - 10,257 -100,0%

B.4 Cash flow hedges - 13.250 -100,0%

B.5 Assets and liabilties in foreign currencies - - -

Total expense on hedging activities (B) 5238 30.832 -83,0%

C. Het gain [loss) on hedging activities [A-B) (54} 1.118 =104 3%

Section 6 - Profit (loss) on disposal or repurchaseitem 100

Total 31122013

Total 31122012

Gains Losses MNet gain (loss) Gains Losses MNet gain (loss)
Financial assets

1. Leans to banks 1.082 1 1.081 69 32 ar
2. Loans to customers 56 235 (229 1.052 1.024 22
3. Financial assets available for sale 55.356 3.769 51.587 22253 10657 11.596
3.1 Debt securities 55.356 3769 51.587 22253 10.657 11.596
3.2 Equity securities - - - - - -
3.2 Unitz in collective investment undertakings - - - - - -
3.4 Loans - - - - - -
4 Financial azsets held to maturity - - - - - -
Total assets 55 404 4.055 52435 23374 11.713 11.6861

Financial liabilities
1. Due to banks - - - - - -
2. Due to customers - - - - - -
3. Securities in issue 151 1.957 (1.808) 438 3.270 (2.783)
Total liabilities 151 1.957 (1.808) 438 3.270 (2.783)

Gains on financial assets available for sale fefgely to the disposal of Italian government bonds

r[TI
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Section 7 — Profit (loss) on financial assets angbilities designated at fair value - item 110

This section is not applicable to the Banca PopadiaCividale S.c.p.A. Group.

Section 8 - Charges/write-backs on impairment - it 130

8.1 Charges/write-backs on impairment of loans: position

Writedowns (1)

Writebacks (2

)

Specific Specific Portfolio = =
- -
£ 5 % &
] i A A B = =
A, Loans to banks = = = = - - - - -
- Loans = = = = - - - - -
- Debt securities = = = = - - - - -
B. Loans to customers (504) (113.774) (7.506) 170 1.609 - 1.0894 (118.911) (40.543)
Non performing loans purchas: - = = = - - - - -
- Loans - - X - - X X - -
- Debt securities - - X = -X X - -
Other (504) (113.774) (7.506) 170 1.609 - 1.084  (118.911) (40.543)
- Loans (504) (113.774) (75068) 170 1.609 = 1084 (118.911) (40.543)
- Debt securities = = = = - - - - -
C. Total (504) (113.774) (7.506) 170 1.609 - 1.094  (118.911) (40.543)
KeyA = interest B = other write-backs
8.2 Charges/write-backs on impairment of finaneissets available for sale: composition
Writedowns (1) Writebacks (2}
Specifi Specifi MM22013
. pecific _ pecific 0 2111212012 "
T £ £ A B
= (]
A, Debt securities - - - - - -
B. Equity securities - (7.792) X X (7.792) (8368) -8320%
C. Unitz in collective
investment undertakings - (1.489) X (1.489) - -
D. Loans to banks - = = - - -
E. Loans to customers - = = - - -
F. Total - (9.281) - [9.281) (836) -1010,1%
Key
A = interest
B = other write-backs
8.3 Charges/write-backs on impairment of finaneissets held to maturity: composition
Not applicable.
8.4 Charges/write-backs on impairment of othertiigial transactions: composition
Writedowns (1) Writebacks (2)
Specific  Portfolio  Specific Portfolio = =
[—] [—]
E 5 2 a5 s %
= ﬁ A B A B = =
ﬁ g e == o=
= o
A. Guarantees issued - - - 38 4 42 47 -10,6%
B. Credit derivatives = - - - - - - -
C. Commitments to disburse funds - - - - - - - -
D. Other transactions - - - - - - - -
E. Total - - - 38 4 42 47 -10,6%

Section 9 - Net premiums - item 150
This section is not applicable to the Banca PopadiaCividale S.c.p.A. Group.

Section 10 - Balance of other income and expensesi insurance operations - item 160
This section is not applicable to the Banca PopadiaCividale S.c.p.A. Group.




Section 11 - G&A expenses - item 180
11.1 Personnel expenses: composition

31/12/2013 31/12/2012 %

1) Employees 39.578 39.018 1,4%
a) w ages and salaries 27.174 26.182 3,8%
b) social security contributions 7.258 7.275 -0,2%
c) severance benefits 12 66 100,0%
d) pensions 25 28 -10,7%
e) allocation to employee severance benefit provision 2.067 1.790 15,5%
f) allocation to provision for pensions and similar liabilities - - -

- defined contribution - - -
- defined benefit - - -
g) payments to external pension funds 1.220 1.216 0,3%
- defined contribution 1.220 1.216 0,3%
- defined benefit - - -
h) costs in respect of agreements to make payments - - -
in ow n equity instruments - - -
i) other employee benefits 1.821 2.461 -26,0%

2) Other personnel 513 273 88,2%

3) Board of Directors 1.119 1.385 -19,2%

4) Early retirement costs - - -

5) Recovery of expenses for employees secondedtoo ther

companies (113) (983) 88,5%

6) Reimbursement of expenses for employees seconded to the

company 211 1.033 -79,6%

Total 41.308 40.726 1,4%

11.2 Average number of employees by category: bgrgdoup

2013 2012
Employees
a) Senior management 9 10
b} Kiddle management 230 225
of which Grade Il and IV 107 105
c) Other perscnnel 354 356
Total O3 RO5

11.3 Defined-benefit pension plans: total expense

Not applicable.

11.4 Other employee benefits

Other employee benefits include €554 thousand ial mmuchers and €586 thousand in insurance policies

11.5 Other administrative expenses: composition

31/12/2013 31/12/2012 %

Compensation for professional and consultancy services 4.595 3.045 50,9%
Insurance 243 205 18,8%
Advertising 742 758 -2,2%
Telephone, postal and data transmission 789 733 7,7%
Office supplies and printing 489 472 3,7%
Maintenance and repairs 916 762 20,1%
Electricity, heating and shared property service charges 919 979 -6,1%
Services provided by third parties 10.160 10.777 -5,7%
Cleaning 566 519 9,1%
Travel expenses 1.273 1.141 11,6%
Security and transport of valuables 195 155 26,4%
Membership fees 521 553 -5,7%
Commercial information 1.106 1.115 -0,8%
Magazine and new spaper subscriptions 69 67 2,2%
Rent payable 2.615 2.831 -7,6%
Entertaining expenses 192 206 -6,9%
Taxes and duties 6.129 5.106 20,0%
Other expenses 1.182 3.062 -61,4%

Total 32.702 32.485 0,7%

L1

4



L114

Section 12 - Net provisions for risks and chargesitem 190
12.1 Net provisions for risks and charges: compasit

MM22013 MM22012 *a
customer disputes (1.731) (2} -25450,0%
provision for legal disputes (529) (50} -858 0%
revocatory actions (150} (306) 81,4%
Total (2.410) (858) -150,9%

Section 13 - Charges/write-backs on impairment ofpperty, plant and equipment - item 200

13.1 Charges/write-backs on impairment of propegstsint and equipment: composition

Writedowns for - — e
Depreciation (a) — Writebacks (c) adjustments adjustments
{a+b-c) 2011 2010
A. Property, plant and equipment
A1 owned (1.286) = = (1.268) (1.331)  -49%
- operating assets (1.266) - - (1.266) (1.331) -4 9%
- investment property = = = = - -
A.2 acquired under finance leazes - - - - - -
- operating az=zets - - - - - -
- investment property - - - - - -
Total (1.266) - - (1.266) (1.331) 4,9%
Section 14 - Charges/write-backs on impairment ohtangible assets - item 210
14.1 Charges/write-backs on impairment of intargidésets: composition
A () Writedow ns for tiEeels (@) Net adjustments
impairment (b) (atb-c) 2013
A. Intangible assets
A.1 Ow ned (108) - - (108)
- generated internally by the Bank - - - -
- other (108) - - 67
A.2 Acquired under finance leases - - - -
Total (108) - - (108)
Section 15 - Other operating income/expenses - ite220
15.1 Other operating expenses: composition
311212013 3111212012 Ya
- impairment logses on non-current agsets under finance leases - - -
- losses on disposal of property, securities held as non-current assets,
equity investments, other assets - - -
- put-of-period expenses and reductions in assets [F21) 632) -14,1%
- other (310} (188} -553%
Total [1.031) [830) 24, 2%
15.2 Other operating income: composition
1212013 I1M22012 a
a) merchant banking - - -
by premiums received for options - - -
c) other income - rentalz and fees S0 T 17, 5%
d} expenses charged to others - recovery of taxes 5377 4815 16,5%
e) expenses charged to others - customer ingurance premiums - - -
fy expenses charged to others on deposits and current accounts 283 40 G806, 1%
g) expenses charged to others - intercompany services - - -
h} expenses charged to others - other 1.267 1.963 -18,5%
i} gains on dizposal of property, securities held as non-current
assets, eguity investments, other assets - - -
I} out-of-pericd income and reductions in liabilities 807 2.064 -70,6%
Total T.625 8.359 -8,8%




Section 16 - Profit (loss) on equity investmentsitem 240

16.1 Profit (loss) on equity investments: compositi

MM22013

MM22012

%

1) Joint ventures

A Gains
1. Revaluaticns
2. Gainz on dispozals
3. Writebacks
4, Other increases
B. Loszes
1. Writedowns
2. Impairments
3. Loszes on dizposals
4, Other decreases

Net gain (loss)

2) Companies subject to significant influence

A Gains
1. Revaluations
2. Gains on disposals
3. Writebacks
4. Other increases
B. Losses
1. Writedowns
2. Impairments
3. Losses on disposals
4. Other decreases

1.051
1.051

=

-75,28%

-100,00%

-51,43%

Het gain (loss)

(769)

=

A4

167 0%

Total

(769)

=

A4

167 40%

Section 17 — Net adjustment to the fair value of mperty, plant and equipment and intangible assets

— item 250

This section is not applicable to the Banca PopatiaCividale S.c.p.A. Group.

Section 18 - Goodwill impairment - item 260

Not applicable.

Section 19 - Profit (loss) on disposal of investmen- item 270

19.1 Profits (loss) on disposal of investments: position

............................................................................. B T
A. Land and buildings - 356 =100, 0%
- zainz on dizposal - 356 =100, 0%

- Los=es on disposal - - -

B. Other assets = - -
- {zains on dizpozal - - -

- Los=es on disposal - - -
Het gain (loss) - 356 -100,00%
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Section 20 - Taxes on income from continuing operiains - item 290

20.1 Taxes on income from continuing operationsposition

1. Current taxes (-) (18.823) (13.328)  -412%
2. Changes in current taxes from previous periods (+/-) - - -
3. Reduction of current taxes for the period (+) - - -
3biz. Reduction in current taxes of the yvear for tax credits

purzuant to Law no. 2142011 (+) - 293 -100,0%
4, Change in deferred tax assets (+/-) 26.855 53.436 354 1%
5. Change in deferred tax liabilties (+-) (452) (423) -5,7%
G. Taxes for the period (-) (-1+/-2+3+/-4+/-5) r.5a31 (8.022) 194,5%

20.2 Reconciliation of theoretical tax liability dmctual tax liability recognised

2013 2012

Income (loss) before tax from continuing operations (43.375) 14.348
Income (loss) before tax on assets held for sale - -
Taxable income (43.375) 14.348
Theoretical tax expense - Ires 11.928 (3.946)
Effect of non-deductible negative components of income 159 1.360
Effect of non-taxable positive components of income (4.103) (2.467)

Actual tax expense - Ires 7.984 (5.053)
Income (loss) before tax from continuing operations (43.375) 13.756
Income (loss) before tax on assets held for sale - -
Taxable income (43.375) 13.756
Theoretical tax expense - Irap 2.017 (513)
Effect of non-deductible negative components of income 27 530
Effect of non-taxable positive components of income (2.447) (2.986)

Actual tax expense - Irap (403) (2.969)

Section 21 - Income (loss) after tax from discontired operations - item 310

Not applicable.

Section 22 - Minority interest - item 330

Not applicable.

Section 23 - Other information

There is no additional information to report beyadhalt provided in the previous sections.

Section 24 - Earnings per share
24.1 Average number of ordinary shares (fully diti)t

The methods of calculating basic earnings per shiadediluted earnings per share are defined by3aS
Earnings per ShareBasic earnings per share is defined as the oektip between the net income
attributable to ordinary shareholders and the wemjaverage number of ordinary shares outstandinggl
the period. The following table presents basic iegsper share and the details of the calculation.

Basic Earning per share IMM2i2013 IMM2i2012
Adjusted attributable profit (35.793) 5 553
Weighted average number of shares 16.634.073 16.634.078
Basic Earning per share (2,152) 0,574

Diluted earnings per share reflects the dilutife@s of the conversion of potential ordinary sbadefined

as financial instruments that grant their holdérs tight to obtain ordinary shares. Accordingly,ewh

calculating diluted earnings per share, the nuroesatd denominator of the ratio are adjusted toaatcfor
(U the effects of the additional shares that wouldirteebe issued if all potential ordinary shareswiiutive

effects were converted.

Banca Popolare di Cividale has not issued finanogttuments that grant their holders the righolbtain

ordinary shares.



Banca Popolare di Cividale Banking Group

Chapter D — CONSOLIDATED COMPREHENSIVE INCOME
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

‘ fl‘l':?]?l: t income taxes | Net amount

10. Net profit (los=) for the year X X [35.793)
Other components of income without reversal to profit and - - -

4. Defined benefit plans 172 (13} 185
100, AFS financial assets: (13.174) (2.528) (10.648)
a) Fair value changes (13.174) (2.528) (10.648)

130. Total other income {13.002) [2.541) (10.451)
140, Comprehensive income - - [46.253)
150. Comprehensive income attributable to Minority Interests -
160. Con=solidated comprehensive income attributable to the Parent Company [46.253)
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Chapter E - RISKS AND HEDGING POLICIES

Identifying the risks to which the Group is potefi§i exposed is crucial for assuming such risksrn
informed manner and managing them effectively,giiie appropriate tools and techniques to mititiaise
risks.
Its internal rules, operating procedures and manigostructures designed to protect against busirisks
have been developed according to a model that raitesy monitoring methods at various levels, all
converging with the goals of ensuring the efficieaad effectiveness of operating processes, priesgetive
company’s assets, protecting it from losses, enguhie reliability and integrity of information ardrifying
the proper conduct of operations in accordance widrnal and external regulations.
The management and monitoring of risks within tla@@& Popolare di Cividale Group are founded upen th
following basic principles:

» identifying responsibilities for assuming risks;

» adopting consistent, adequate measurement ancdktepstems in formal and substantial terms in

light of the extent of the risks to be monitored¢ga
» organisational separation of functions responsibtemanagement and functions responsible for
control.

As the body responsible for strategic supervisibe, Parent Company’s Board of Directors establishes
policies governing the assumption of risks and draypon company departments in supervising and
measuring risks, on the one hand, and implemepitigies, on the other.
In the context of the merger project, which enthilee merger of the two pre-existing banking conigsn
Banca di Cividale and Nordest Banca, a revisiothefinternal organisational structure was mandaibd.
new organisational structure and organisationasrof Banca Popolare di Cividale, approved by tbaré
of Directors on 17 December 2013, have been ircefiace 30 December 2013.
The new organisational rules, in accordance withrthw supervisory rules (Bank of Italy Circular No.
263/2007, 18 update of 2 July 2013), identify the Risk Managenh®ervice and Compliance Service, which
are to report directly to the Board of Directors tlae second-level control functions. This is a@ssured for
the Auditing Department, a level-three control fiimre that is independent of the other company units

Risk Management Service

It performs a risk control function, as prescrill®dthe specific supervisory rules. It is organiggd two
units: the Credit Risk Management Office, which uses on credit and concentration risk, and the
Operational and Financial Risks Office, which foesispecifically on “financial risks” (liquidity, mieet and
interest rate risk) and other risks (operational egputation). The Risk Management Service purtues
objective of monitoring the actual risk assumedhsy Bank, as well as observance of operating lirfits
pursuit of this goal, it proposes the most appaiprguantitative and qualitative parameters anifiegthe
efficacy of the measures assumed to remedy theielefies observed in the risk management process,
periodically reporting to company bodies on thevaats it performs. It coordinates the preparatairihe
ICAAP report and monitors the performance of capa#os, proposing policies aimed at ensuring that
capital base is consistent with the overall degfaésk assumed.

Compliance Service

Legal compliance is the responsibility of an indegent function that supervises management of non-
compliance risk at the Group level, according tisk-based approach, for all company activity, eimgu
that internal procedures are adequate to prevattitk. The Compliance function reports to the @liamce
Service and is also responsible for supervisingllegmpliance for financial intermediation and cdanpts
handling services. The Anti-Money Laundering fuoitalso reports to the Compliance Service and psrsu
the objective of preventing and managing the rigkom-compliance with laws governing money-launderi
and financing for terrorism. The Head of the Colptie Service acts as the head of both functions for
supervisory purposes, in addition to serving as fhgy responsible for reporting suspect transastio
pursuant to Legislative Decree No. 231/07.

According to the Group’s organisational model, a@gManagement Committee and an Asset and Liability
Committee have been instituted, with the additianal of ensuring an effective exchange of inforomati
regarding exposure to such risks between the v@asegments and maximising the efficacy of the divera
control of those risks. The Group’s Management Cidtes the members of which also include the heads
of control functions, supports the general managenme operational coordination of the guidelines
established with the Strategic Plan and periodicalmpares company results with the objectivebésteed
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in the Plan. The ALCo (Assets and Liabilities Cortteg), of which the Risk Manager is a member, is
charged with proposing the Group’s strategic densin financial matters to the Board of Directtinspugh

the General Manager, as well as with coordinatirapagement policies for assets, liabilities and the
associated risks, in light of market scenariosthedjuidelines established in the current Strateiio.

In the first half of 2014, the Banca Popolare Grbap planned an overhaul of its risk managemertess

in accordance with the new provisions governingriiles for the internal control system (Bank ofyita
Circular No. 263/2007, 1supdate of 2 July 2013), in particular through ititeoduction of a Risk Appetite
Framework (“RAF"), i.e. the framework of referenteat defines, in accordance with the maximum
assumabile risk, business model and strategic tilanisk appetite, tolerance thresholds, risk Bmitsk
governance policies and the processes of refereqecired to define and implement them.

ICAAP at the Banca Popolare di Cividale Group

In accordance with the regulatory provisions gowegrnthe prudential control process, the Group has
implemented specific company rules, approved bydrent Company's Board of Directors and periolyical
updated, that regulate the internal capital adegassessment process (ICAAP). The supervisoryatignb
require that ICAAP be based on appropriate compakymanagement systems and presuppose adequate
corporate governance mechanisms, an organisattmeiture with clearly defined lines of respongipil
and an effective internal-control system. The coafmboards are responsible for the process ang &iij
autonomy in defining its structure and organisat@tine extent of their respective expertise aedqyatives.
They implement and promote updates to ICAAP with &im of ensuring that it constantly adheres to the
Group's operational characteristics and strategitext. The process must be formalised, documented,
internally audited and approved by the corporatad® In detail, the process aims to:

identify capital requirements on the basis of datisi and the strategic guidelines set by the @rou
ensure that capital is constantly adequate to nuamd prospective needs;

keep all major risks under observation;

ensure that regular attention is devoted to risksueement and -management processes, developing
an increasingly strong “risk culture”; and

define approaches, tools, methods, and organisdtmd control systems for risks and capital
commensurate to the Group's strategies, charauatsriscope and complexity, with a view towards
constant, gradual refinement.

In April of each year, at the conclusion of the qgass described above, the Parent Company’s Board of
Directors approves the ICAAP Report at 31 Decerobéne previous year, which represents both thatpoi
of convergence and end result of financial planniiglx management and capital management and &otool
be used in strategic evaluation and implementatfdusiness decisions.

ICAAP is aimed at expressing an assessment that ¢apital is essentially currently and prospedyive
adequate to cover the relevant risks to which tfteuis exposed, support the company’s growth phauas
maintain suitable market standing.

The disclosure obligations of Pillar Three of thasBl 2 rules are discharged at the Group levelgirohe
preparation of the Public Disclosure document @higld on the company websitgyw.civibank.it, in the
specific section Investor Relations/Financial Staats and Reports/Basel 2 Public Disclosure. The
document contains a disclosure for market operavbrimnformation concerning capital adequacy, risk
exposure and the general characteristics of marnagesystems and the oversight thereof. The infaonat
which is both qualitative and quantitative in natuis provided through concise overviews, thuseiosg the
transparency and comparability of the data.
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SECTION 1 — CREDIT RISK
1.1 CREDIT RISK
QUALITATIVE DISCLOSURES

1. General aspects

Lending to support local economic development i éinea where the Group operates is a key factor in
determining the strategies of the Banca Popolat&uidale Group.

Our aggregate growth policy, partly achieved thtougtwork expansion, continues to pursue the gbal o
improving credit quality, in part through the onggienhancement of the tools used to monitor indadid
positions and analyse the distribution of lendiggbgment and branch of economic activity.

Most recently, with the introduction of models malysing loan performance and scoring systemsk wor
has focused on adding capabilities for forecasdiemglopments in the loan portfolio.

2. Credit risk management policies

2.1 Organisational aspects

The organisational structure of the Group’s Lendarga is designed to ensure efficient selection of
individual borrowers by analysing creditworthin@ssl minimising the risk of default, giving prefecerto
lending for commercial purposes or for new prodigctnvestments, rather than merely financial itiites.
These objectives are pursued through the adopfispezific operating methods in all phases of austo
relations management (loan application, loan gngntinonitoring and non-performing positions).

From the very start of the loan assessment andiggaprocess, risk is controlled by ascertaininglence

of customer reliability through an assessment efdirrent and future ability to generate sufficigmbme
and suitable cash flows.

This information forms the basis of the assessogtite nature and extent of the proposed loanngpiito
account the applicant's effective needs, developsnerany existing credit relationship and the pres of
any links between the customers and other borrowers

The loan disbursement process provides for diffetemels of independence among Bank branches
depending on the size of the loan. For larger ansowith further distinctions made by risk profipgsitions

are evaluated by the competent governing bodiehaadquarters.

2.2 Management, measurement and control systems
The credit risk assessment and management praesssssas the full range of traditional quantitaiiveome
components, financial analysis and internal antesyie performance data) and qualitative factorsefesive
knowledge of customers and the competitive envieminmn which they operate, as well as sector arglys
The factors considered in the decision-making eeee supplemented by the full complement of datt
available to assist banks, such as the Centrait®Redister and Small Loans Register. The entioegss is
managed through the Electronic Lending Procedumglemented according to a decision-making
mechanism based on rating class.
After a loan is approved and disbursed, the pasitioassessed over time (on a fixed date or aheldfi
intervals), initially by the branches, which aregensible for specific daily and monthly activities well
as by the geographical areas. These are also lwnent specialised professionals known as crediityua
managers, who support area heads in all activitigsn their purview relating to promotion, prevemt and
monitoring of credit quality. Further assessmendy tre launched upon the reports or initiativesaofichted
units, foremost among which is the Group’s Credibrioring Office, which is responsible for loan
performance control, conducted through IT proceslammed at identifying potentially anomalous sitag,
broken down into two main phases:
» daily monitoring of anomalies on the basis of imfiation obtained through managing the
relationship with the customer; and
» systematic surveillance with the use of automatetesns with the aim of identifying in a timely

manner positions that present signs of deteriaraifathe risk profile in order to include them in a

specific process for managing anomalous positions.
Anomalously performing loans are classified intoimas categories depending on the risk level, sagh
loans past due by more than 90 days, substandang i@xposures to parties in a situation of tenmgora
difficulty that it is expected may be overcome iguitable period of time), restructured loans aad tebts
(exposures to parties in a state of insolvencybstntially equivalent situations).
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The new organisational structure calls for intewgitrol of credit risk to be performed by the Gtréisk
Management Office, which through specific periodéports pursues the objective of monitoring and
measuring the level of credit risk associated whth Group’s loan portfolio. The information bas@sists

of the data provided by the Central Risks Databgeeral records database and economic groupsadatab
In further detail, the quarterly reports, which presented to the boards of directors of the P&entpany
and Civileasing, envisage:

» an analysis of the composition and performancéefldans portfolio, with an emphasis on credit
quality, including a breakdown of loans into penfiimg and non-performing (restructured, past-due,
substandard and bad debts) and a comparison withdbstry benchmark; the analysis also includes
the transition matrices and the calculation of ditfiaates;

» a qualitative analysis of risk profiles from a &&gic” standpoint;

» an analysis of concentration risk for single namaesl associated groups and an analysis of
concentration risk by geographical area and sewitr,a calculation of capital requirements as well

Additional information is available concerning aricontrol instruments, which allow all manage marits
involved in implementing credit policies to maimtadequate oversight. In particular, the followdmalyses
are available:

» the performance of the various risk classes: coitippschanges and comparisons by category and
area;

» the ratings assigned to companies; portfolio coritipos distribution for use; changes of class
(deterioration/improvement);

» the primary exposures by risk class;

» uses by sector (ATECO or SAE codes).

2.3 Credit risk mitigation techniques

Operating procedures for the proper acquisitioa,argl management of guarantees have been estdbtishe
specific internal rules with the aim of ensuringsistent, uniform operations.

Guarantees are acquired through an operationakguoe that ensures an assessment of the formal and
substantive validity of documentation that incluéssertaining the legal capacity to contract rexgLiio
provide the guarantee in question. Checks are soppited at the central level, where securitiebelcand
contracts managed. In the case of pledges, onbjfiguk easily liquidated assets are eligible foguaisition
and valuation under the procedure. In cases ofgages, assets are valued by independent appra@seept

in special, low-value cases, in accordance with itadan Banking Association Property Appraisal
Guidelines, adopted by the Group.

The guarantees acquired that comply with the genanid specific suitability criteria established by
supervisory legislation for the mitigation of creelkposures are also used to determine capitairesgents.

In the case of property guarantees in particutas,&roup has entered into a specific agreement avith
external provider for the periodic updating of tharket value of properties provided as collateraubject

to finance lease, on statistical bases, in ordensure “property supervision.” For exposures ofaritban
€3 million, the Group has the appraisals revisediyndependent expert each year.

Before personal guarantees are accepted, checkssaaly made at the competent register of deeds to
ascertain the guarantor’s actual real-estate prtfeearing in mind the possibility of a rapid,axpected
depletion of the asset base.

Guarantees are always considered to be a subs@lament in the assessment of loan applicationsaead
not sufficient alone for a loan to be granted.

2.4 Non-performing financial assets

The Legal Department collaborates with the Loan fwoimg Unit in managing non-performing loans
(substandard and bad debt positions) accordinigetdeichnical and organisational procedures andadsth
illustrated in this section.

Positions classified as substandard are identifigdhe Loan Monitoring Unit according to a serids o
analyses concerning internal trend indicatorsreharn flow of data from central credit registessctor data,
data from the financial statements of individualrbwers and any adverse recordation and/or regmtra
Classification of individual positions as substands decided by the competent bodies, usuallyhen t
recommendation of the Loan Monitoring Unit, andalscording to supervisory criteria for identifyinwgat
are known as “objective substandard positions.”



The amount of provisions to be recognised is a¢derchined during the decision-making process. Likew

the competent bodies also decide whether to remabstandard status and reclassify the loan among
ordinary positions.

Once a loan is classified as substandard or “width-the decision-making powers of individual foa
officers are suspended and any further decisiorexdending loans rests solely with collegial bodies.
Substandard loans are systematically monitoredhbylLiban Monitoring Unit, which provides ongoing
support to individual branches concerning methddgadling positions and the steps to be takeedtore

the positions to performing status.

The Legal Department is responsible for managimpdedots within the Group. The procedure for clgasif

a position as a bad debt is analogous to that fesedanaging substandard loans. Decisions conagthi
amounts of individual provisions, as well as anarahes, are made by the competent bodies upon the
recommendation of the Legal Department.

The non-performing loan management process begihgive constant monitoring of the status of indial

loan recovery procedures and the monitoring of delat status by mapping them using a large number of
selection criteria (amount category, procedureustgtosition manager, etc.). All changes relatmgdadn-

performing financial assets are examined monthlyhieyboards of directors.

QUANTITATIVE DISCLOSURES

A. CREDIT QUALITY

A.1 NON-PERFORMING AND PERFORMING POSITIONS: AMOUNT S, WRITE-DOWNS,
CHANGES AND DISTRIBUTION BY SECTOR AND GEOGRAPHICAL AREA

A.1.1 Distribution of financial assets by portfoliad credit quality (carrying amounts)

BankingGrowp 00| Other companies
Substandard Restructured ~IT . Perfor.mlng, Other Non Other Total
Bad debts e performing, expired .
loans positions _ assets performing assets
expired loans
1. Financial assets held for trading - - - - - 3512 - - 3.512
Z. Financial assets available for sale - - - - - 1.396.685 - - 1.396.685
3. Financial azsets held to maturity - - - - - 105.413 - - 105.413
4. Due from banks - - - - - 163.750 - - 163.750
5. Loans to customers 158.856 148.158 11.165 441189 285.358 2486137 - - 3.113.834
§. Financial azsets recognized at fair value - - - - - - - - -
7. Financial assets being divested - - - - - - - - -
8. Hedging derivatives - - - - - - - - -
Total 3112/2013 158.856 148.158 11.165 44119 285.398 4.135.497 4.7583.194
Total 311272012 122.025 142.954 47.503 45.897 4.639.098 4.997.780

A.1.2 Distribution of financial assets by portfoéad credit quality (gross and net values)

Impaired assets Other assets
z
w o 3
[
7 z = - : & g
2 B z g B z @
® E g 3 = g E
8 g = ] g = w
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@ £ © 5 -
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A. Banking Group
1. Financial assets held for trading - - - X X 3512 3512
2. Financial as=ets available for sale - - - 1.396.685 - 1.396.685 1.396.685
3. Financial assets held to maturity - - - 105.413 - 105413 105.413
4. Due from banks - - - 183.750 - 163.750 163.750
& Leans to customers 654,583  (292.295)| 362299 2760642 (18.112)| 2.751.536 3113.834
8. Financial aszets measured at fair value - - - X X - -
7. Financial azsets being divested - - - - - - -
8. Hedging derivatives - - - H X - -
Total A. 654,593  (292.295)| 362.299 4.435.495 (18.112)| 4.420.895 4.783.194
B. Other consolidated companies - - - - - - -
1. Financial aszetz held for trading - - - X X - -
2. Financial aszets available for sale - - - - - - -
3. Financial assets held to maturity - - - - - - -
4. Due from banks - - - - - - -
5. Loans to customers - - - - - - -
4. Financial as=ets measured at fair value - - - X X - -
7. Financial assets being divested - - - - - - -
8. Hedging derivatives - - - X X - -
Total B - - - - - - -
Total 31.12.2013 654,503 - 292,295 | 362.299 4435495 - 18.112 4.420.895 4.783.194
Total 31.12.2012 538.013 179.331 | 358.682 4.640.599 12.699 4.639.098 4.997.780
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In its letter dated 16 February 2011, the Banktalylrequested a breakdown by portfolio of “perfargn
exposures” by amount of time past due, distingangiietween renegotiated exposures and other exgsosur
With respect to the Bank’s situation, it shouldémarked that the portfolio of performing loanststomers
includes exposures renegotiated under collectiveesgents of €5,113 thousand. The other portfoliosal
contain exposures renegotiated under collectiveeagents.
As specified in the Bank of Italy'8echnical Notef February 2012:
» for exposures subject to repayment in instalmeritts &t least one instalment past due, the entire
amount of the exposure as carried is reported &t ‘ue”; and
» for “revocable” credit facilities where the estabied credit limit has been exceeded (even where due
to the compounding of interest), the entire amainihe exposure is reported.
Accordingly, the figures presented in the followiadple refer primarily to portions of loans thavbaet to
come due.

Forborne exposures

On 21 October 2013, the EBA (European Banking Adtyoissued the final draft of a specific techrica
standard in which it provided a definition of “fantme exposures” (restructured loans and loans sutgje
renegotiation procedures).

Forborne positions may occur amongst both perfograimd non-performing loans and may be attributed to
exposures in which the Bank has granted the foligwib the customer due to the financial difficidtie
experienced by the latter:

* a change of the previous contractual terms anditons, inasmuch as the borrower is unable todusy

to financial difficulties, where such a change wbulot have been permitted if the borrower was not
experiencing financial difficulties; or

* partial or total refinancing of the borrower, whiwould not have been granted if the borrower nats
experiencing financial difficulties, where “refineing” means a new contract that allows the origtoaitract

to be repaid in whole or in part.

The definition of “forborne exposure” applies tblahns and debt instruments, with the exceptiothofe
included in the category held for trading.

The forborne category differs from the renegotiatad credit positions not due to financial diffites
experienced by the borrower, granted by the Bank mispect to performing loans to customers, which
substance is similar to the opening of a new pmsitwhen it is essentially done for commercial oeas
provided that the interest rate applied is a matdiet at the renegotiation date.

The scope of “forborne exposures” does not coinaiitle exposures renegotiated within the framewdrk o
the collective agreements presented above in thelt sgreements are not the type of renegotiation
agreements potentially relating to forborne expesumland the necessary condition for identifying an
exposure as “forborne” is the existence of a dtunatdf financial difficulty of the borrower.

The scope of application of the disclosure concgrforborne positions is also broader than thendafin

of “restructured loan” according to the Bank ofyteules.

Past-due performing exposures
The accounting standard IFRS 7 requires that fdinancial assets not subject to impairment losses
entities must disclose the age of the past-duesxpdhat results when the counterparty fails tkama
payment on the contractually required due dateis. dikclosure is presented in the following taliibears
remarking that:
» for exposures subject to repayment in instalmerits &t least one instalment past due, the entire
amount of the exposure as carried is reported &t ‘ue”; and
» for “revocable” credit facilities where the estabied credit limit has been exceeded (even where due
to the compounding of interest), the entire amainihe exposure is reported.
Accordingly, the figures presented in the followtadple primarily refer to shares of loans that hastyet
come due, in accordance with the figures presantéioe column “Performing past-due exposures” ef th
table “A.1.1 — Distribution of loan exposures byrimlio and credit quality (book values).” Expossire
renegotiated within the framework of collective @gments are also presented with the days pastitdue.
should be noted that the provisions provided byBaek of Italy call for renegotiation to resultanfreeze
of the calculation of days of inclusion in the pdse category for the entire period of effectivenekthe
suspension. The following table presents a breakdufvpast-due exposures by portfolio and time gast



Upto 3 more than 3 months more than 6 more than Total net

months to & months months to 1 year 1 year exposure
Renegetiated exposures under collective agreements 313 478 - - 791
Other expogures 290695 5.417 1.439 112 297 663

Simplified composition with creditors and compasitwith creditors on a going-concern basis

In its letter of 10 February 2014, the Bank ofytedquired that adequate disclosure be providederoimg

the extent and performance of exposures subjegitriplified composition with creditors and compamiti
with creditors on a going-concern basis. In furttietail, borrowers may apply for simplified compimsi

with creditors by filing only their financial stateents for the past three years and a list of treiditors,
while reserving the option of filing the propogalan and additional documentation at a later dait&jn a
term set by the judge of between 60 and 120 dawygustified cases, the term may be extended for an
additional 60 days). Within that term, the borroweay also apply to the judge for approval of a debt
restructuring agreement. On the other hand, thénamesm of composition with creditors on a going-aenm
basis allows borrowers in crisis situations to prés composition plan envisaging one of the tfokkewing
scenarios: i) continuation of business activityttyborrower; ii) disposal of the company on a geioncern
basis; or iii) contribution of the company to onmenmwre entities, including newly incorporated eetit

The amendments (Law No. 134/2012, enacting Law &eblo. 83/2012, the “Development Decree,” and
Law No. 98/2013, enacting Law Decree No. 69/2018)enintroduced with the aim of promoting the early
emergence of difficulty for an entrepreneur in nregehis obligations, as well as fostering the ammdition

of operation where certain requirements have besn m

With respect to the Bank’s situation, it shouldremarked that the portfolio of loans to customacdudes
gross exposures subject to simplified compositioth @mposition on a going-concern basis classifed
bad debt non-performing exposures of €4,506 thalisam to substandard non-performing exposures of
€11,922 thousand.

A.1.3 On- and off-balance sheet exposures to bagrkss and net values

Gross Specific Portfolio
. . Net exposure
exposure writedowns writedowns
A. ON-BALANCE-SHEET EXPOSURES
a) Bad loans - - X -
b) Substandard loans - - X -
c) Restructured positions - - X -
d) Past due positions - - X -
e) Other assets 203.444 X - 203.444
TOTAL A 203.444 = = 203.444
B. OFF-BALANCE-SHEET EXPOSURES
a) Impaired - - X -
b) Other 4.395 X - 4.395
TOTAL B 4.395 = = 4.395
TOTALA +B 207.839 - - 207.839

A.1.6 On- and off-balance-sheet exposures to cesrgross and net values

Gross Specific Portfolio
. . Net exposure
exposure writedowns writedowns

A. ON-BALANCE-SHEET EXPOSURES

a) Bad loans 379.049 220.193 X 158.856

b) Substandard loans 212.258 64.100 X 148.158

c) Restructured positions 13.545 2.380 X 11.165

d) Past due positions 49.741 5.622 X 44.119

e) Other assets 4.235.446 X 18.112 4.217.334

TOTAL A 4.890.039 292.295 18.112 4.579.632

B. OFF-BALANCE-SHEET EXPOSURES

a) Impaired 3.874 46 X 3.828

b) Other 115.604 X 784 114.820

TOTAL B 119.478 46 784 118.648
N TOTALA+B 5.009.518 292.341 18.896 4.698.281

—
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A.1.7 On-balance sheet exposures to customersgelsan gross non-performing positions

Bad debts Substandard loans  Tooiructured - Pastdue
positions positions
A, Opening gross exposure 266.911 170.826 50137 50,139
- of which: exposures agsigned but not derecognized - - - -
B. Increases 132.073 125.922 1.441 42,750
B.1 from performing positions 42704 72.058 228 42509
B.2 tranzfers from other categories of impaired positions 81.238 48,570 705 12
B.3 other increases 813 7.256 308 259
C. Decreases 19.935 84,490 38.033 43178
C.1 to performing positions - 210 501 2.807
C.2 writeoffs 5128 - - -
C.3 collections 10148 19.385 1.817 5553
C.4 as=zignments 3258 - - -
C.5 transfers to other categeries of impaired positions - 54225 35.422 28.818
C.§ other decreases 1.400 - 203 -
D. Closing gross exposure 379.049 212,258 13.545 49.741
- of which: exposures assigned but not derecognized
A.1.8 On-balance sheet exposures to customersgelsan total adjustments
Bad debts  Substandard loans Restrggtured Pas_t.due
positions positions
A. Total opening adjustments 144.883 27.872 2.334 4.242
- of w hich: exposures assigned but not derecognized - - - -
B. Increases 82.765 56.401 1.040 5.250
B.1. writedow ns 63.476 53.570 848 5.088
B.1lbis losses on disposal 285 - - -
B.2. transfers from other categories of impaired positions 18.809 2.558 191 2
B.3. other increases 195 273 1 160
C. Decreases 7.455 20.173 994 3.870
C.1. writebacks from valuations 2.983 1.392 348 435
C.2. writebacks from collection 421 932 84 284
C.3. writeoffs 3.995 - - -
C.4. transfers to other categories of impaired positions - 17.849 561 3.151
C.5. other decreases - - 1 -
D. Total closing adjustments 220.193 64.100 5.622

- of w hich: exposures assigned but not derecognized

2.380

A.2 CLASSIFICATION OF EXPOSURES ON THE BASIS OF EXTERNAL AND INTERNAL

RATINGS

A.2.1 — Distribution of on- and off-balance shegqtasures by external rating grades
As the Group loan portfolio consists largely of egpres to small and medium enterprises, family-run

businesses, artisans, freelance professionalsomsadimer households, the distribution of on- andafance
sheet exposures and off-balance sheet exposueegdpal ratings is not meaningful. In regard smBank’s
exposure to other banks, it should be noted thatteoparties generally have ratings above investgrewle.

A.2.2 — Distribution of on- and off-balance shegtasures by internal rating grades

As stated above, such ratings are used solelyiather factor in evaluation and do not play a dife role

in the loan assessment process.

razr



A.3 DISTRIBUTION OF SECURED EXPOSURES BY TYPE OF GARANTEE
A.3.1 - Secured on-balance sheet exposures to banks

) Guarantees (2)
Collateralsi (1) e —— zcs ()
Credit derivatives ignature Loans (loans guarantees
Other credit derivatives
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1. Secured exposures fo banks 45453 = = 50.006 - = = = = = = = = 50.006
1.1. fully secured 45.453 - - 50.008 - - - - - - - - - 50.006
- of which nenperforming - - - - - - - - - - - - - -
1.2. partially secured - - - - - - - - - - - - - -
) - of which nenperforming - - - - - - - - - - - - - -
2. Secured exposures fo customers - - - - - - - - - - - - - -
2.1, fully secured - - - - - - - - - - - - - -
- of which nenperforming - - - - - - - - - - - - - -
2.2 partially secured - - - - - - - - - - - - - -
- of which nenperforming - - - - - - - - - - - - - -
A.3.2 Secured exposures to customers
. Guarantees (2)
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1. Secured balance sheet credit exposures:
1.1. totally secured 2088738 4911.3580 126.940 25183 - - - - - - 7771 T34 243112 5.315.100
- of which impaired 256471 904.07% 2644 4.055 - - - - - - 180 312 28513 935.764
1.2. partially secured 65.935 5.935 5.407 1.734 - - - - - - 1.382 118 25308 40.886
- of which impaired 8.308 5.935 332 - - - - - - - - 1 4.535 10.804
2. Secured off balance sheet credit
EXPOSUES: - - - - - - - - - - - - - -
2.1. totally secured 24108 1288 3842 3496 - - - - - - 24 - 16.472 25223
- of which impaired 1.096 - 137 196 - - - - - - - - 780 1113
2.2 partialty secured 8797 - 1.801 685 - - - - - - - 205 1.514 4218
- of which impaired 420 - - - - - - - - - - - 100 100
B.1 - Distribution of on- and off-balance sheet@qyres to customers by business segment
Gowernments and central banks Oither public entities Financial companies I dertaking: Mlon-fi ial companies Oither
w w w w w w w w w w w w
[ = [ = [ = [ = [ = [ =
£ |z s |2 £z sz £ z £ | :
£ S 5|2 5|8 g2 £ = £ S
e 8 |2 & |B|2| 2 |EB |2 2 |[B|2| e g | 2 2 g | 2
2 T (5| 2 |S|8 2z S |%| 8 |E|% 3 T | 8| 8 |8 |¢%
(=] (=] (=] (=] (=] (=]
o ] = o ] = o ] = o o | O o o = o ] =
3 s |s| § |S|e| § |5 |g| B |5|8| B S |s| 8§ |5 |¢g
@ [=% [=] @ [=% [=] @ [=% [=] @ o [=] @ (=1 (=1 @ [=% [=]
= w o = w | o = w o = w | o = w [ = w o
A. On-balance-sheet exposures
A.1 Bad debts - - b 3o 1520 1300 % b 119,663 185,561 " IT2EE 33028 M
A.2 Substandard loans 0 [ b 2526 234 M b 815 49536 " 53317 "223 ®
A3 Restructured positions E E 1427 1123 ¥ E 2160 1237 = 16738 21 %
A.4 Past due positions - b - - b 322 33 % - b it 2870 " 3223 ZET0 ®
A5 Other 1.462.860 ® 1] T R 53 535.751 ® 74 13292 M - 1.320.950 ® 1.256 37E.F23 ® £E25
TOTAL A 1.462.860 [ 7757 3 58 4945 274 174 132m - - 1552061 239703 11.256 IODEIF 49848 BE2S
B. Off-balance-sheet exposures
B.1 Bad debts - - b - - b - - b - - b 513 23 % 22 b
B.Z Substandard loans E E - E - - E 3194 el 44 U1
B.3 Other impaired assets - - E - - E - - E - - E 34 0% 16 o o®
B.4 Other - - 497 X3 15.101 ® 16 - - 74382 ® 715 24340 ® 51
TOTALB - - - 497 - 3 15.101 - 16 - - 73627 45 715 24423 0 51
TOTAL (A+B) 3111212013 1.462.860 [ 3.254 3 Bl BERO4E 2TH 190 1329 - - 1630795 239743 1870 1026040 49843 GETS
TOTAL (A+B) 3111212012 1723 - 1 7974 338 475134 1804 150 2 - 0 1527.283 METIE 5443 1022671 e 4851
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B.2 Distribution of on- and off-balance sheet expes to customers by geographical area (carrying
amounts)

TALY OTHER EUROPEAN AMERICA ASIA REST OF THE
COUNTRIES WORLD
E 2 E 2 E e | 2 | £ 2
g g g g g 2l g 5| g g
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A. On-balance-sheet exposures
A.1 Bad debts 157.945 216.579 703 3.591 3 208 19
A.2 Substandard loans 147.520 63.558 624 537 3 1 12 4
A.3 Restructured positions 11.165 2.380 - - -
A .4 Past due positions 44.004 5.592 115 30 - - -
A.5 Other 4.204.552 18.021 11.729 85 406 2 466 4 179 1
TOTAL A 4.565.186 306.130 13.172 4.243 409 6 478 7 387 21
B. Off-balance-sheet exposures
B.1 Bad debts 540 23
B.2 Substandard loans 3.238 22
B.3 Other impaired assets 50 1
B.4 Other 114.747 783 73 1
TOTAL B 118.576 829 73 1 - - - -
TOTAL (A+B) 31/12/2013 4.683.762 306.959 13.245 4.244 409 6 478 7 387 21
TOTAL (A+B) 31/12/2012 4.500.690 190.318 15.717 2.548 467 5 503 5 487 25

B.3 - Distribution of on- and off-balance sheet@syres to banks by geographical location (carrying
amounts)
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A. On-balance-sheet exposures
A1 Bad debts - - - - - - - - - -
A2 Substandard loans - - - - - - - - - -
A.3 Restructured pesitions - - - - - - - - - -
A 4 Past due positions - - - - - - - - - _
A5 Other 186.577 - 13.652 - 3.154 - - - 51 -
TOTAL 186.677 - 13.652 - 3164 - - - B -
B. Off-balance-zheet exposures
B.1 Bad debts - - - - - - - - - -
B.2 Substandard loans - - - - - - - - - -
B.3 Other impaired azzets - - - - - - - - - -
B.4 Other 3.793 - 604 - - - - - - -
TOTAL 3.793 - 504 - = - - - - -
TOTAL (A=B) 311272013 190.370 - 14.256 - S84 - - - M -
TOTAL (A=B) 31M12/2012 632.517 - 17.452 - 1.359 - - - m -

B.5 - Large exposures

In accordance with the Bank of Italy's instructi@es forth in the letter dated 28 February 2014 amount
of “risk positions” that qualify as “large exposatds disclosed on the basis of both carrying aneand
weighted value. The new supervisory provisions edgaire that the top 20 exposures to customegsops
of related customers and the top ten exposurasstomers or groups of related customers in indasstriher
than banking and finance must disclosed at theatiolaged level.

JMM22013 31122012

ay amount - Book value 198.12F 344533
by amount - Weighted value 190.376 335.106
C} number 5 3

Cl

/



C. SECURITISATIONS AND ASSET DISPOSALS
C.1 SECURITISATIONS

This item is not applicable to the financial statents of Banca Popolare di Cividale S.c.p.A.

C.2 TRANSFERS

C.2.1 - Financial assets sold but not derecognised

rinancial
Financial assets assets Financial assets Financial assets Due from banks Loans to ‘ Total
held for trading measured at available for sale held to maturity customers
fair value
B C A B C A B C A B C A B C A B C IMM2M13 . 3212
A Cash asseets - - - - - - - - - - - - - - - - - - - -
1. Debt securities - - - - - - 1134237 - - 87.808 - - - - - - - - 1222133 1.100.433
2. Equities - - - - - - - - - X X X X X X X X X - -
3.Ucis - - - - - - - - - X X X X X X X X X - -
4. Loans - - - - - - - - - - - - - - - - - - - -
B. Derivatives - - - X X X X X X X X X X X X X X X - -
Total 311212013 - - - - - - 1.134237 - - 87.896 - - - - - - - - 1.222.133 -
of which impaired - - - - - - - - - - - - - - - - - - - -
Total 3111212012 - - - - - - 993.942 - - 86.505 - - 19.896 - - - - - 1.100.433 -

of which impaired - - - - - - - = = = -
A =financial assets sold 100% recognised (carry@mgounts). B = financial assets sold partly recoged (carrying amounts). C = financial
assets sold partially recognised (full amount).

C.2.2 - Financial liabilities in respect of finamtiassets sold but not derecognised

. . Financial assets __ . X N
Financial assets Financial assets Financial assets Loans to

held for trading meaSL‘Lr:lﬁeat UELY available for sale held to maturity IO RIS customers TGS
1. Deposits from customers - - 1.166.129 91.369 - - 1.257.498
a) relating to fully recognised assets - - 1.166.129 91.369 - - 1.257.498
b) relating to partially recognised assets - - -
2. Deposits from Banks
a) relating to fully recognised assets
b) relating to partially recognised assets
3. Debt Securities in issue
a) relating to fully recognised assets
b) relating to partially recognised assets - - - -
Total 31/12/2013 - - 1.166.129 91.369 - - 1.257.498
Total 31/12/2012 (0) - 1.022.336 89.688 20.356 - 1.141.344

D. CREDIT RISK MEASUREMENT MODELS

Please refer to the qualitative disclosures onitcrist for further information.

SECTION 2 - MARKET RISKS

The Bank’s investment policy is inspired by the Igafalimiting market risk in its various forms (ertest-
rate risk, price risk and exchange-rate risk).

2.1 INTEREST RATE RISK AND PRICE RISK — SUPERVISORY TRADING BOOK
The trading book, as defined in supervisory repgrtules, includes financial instruments subjectépital
requirements for market risks.

QUALITATIVE DISCLOSURES

A. General aspects

The trading book is extremely modest in amount @msists almost entirely of bonds (approximately €2
million) and equities (approximately €400 thousand)

The Group does not hold positions in structurea lpeoducts (collateralised debt obligations, conuiadr
mortgage-backed securities or exposures to subepaimd alt-A mortgages). Likewise, the Bank hasem t
UL whatsoever to special-purpose entities with expassto risky financial instruments.

—i
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B. Interest-rate and price-risk management processel measurement methods

The Group’s investment policy is aimed at limitingarket risk for those components of such risk that
knowingly intends to assume:

» interest-rate risk;

» price risk; and

» exchange-rate risk.
The Bank does not normally assume positions thailexommodity risk.
In accordance with the mission of a group focusedetail customers, financing activity is essehtialmed
at protecting the overall financial balance of tBank and Group. Investment and trading activity is
conducted in accordance with the guidelines estaddi at the relevant Group levels and is carri¢avidhin
a comprehensive system of delegated powers andispetes setting operational restrictions in terof
instruments, amounts, investment markets, typsgairity and issuer, sector and rating.
The investment policies pursued by the Group redutt the retention of a significant amount of goweent
bonds eligible as collateral for refinancing opieras with the ECB, primarily as a liquidity reseriost of
the securities concerned have been included angsggsaavailable for sale. At the same time, theemdly
limited size of the portfolios classified amongetssheld for trading means that the exposure tepisk
associated with the securities held in those pastfas virtually negligible.

QUANTITATIVE DISCLOSURES

1. Supervisory trading book: distribution by resiimaturity (repricing date) of on-balance sheetficial
assets and liabilities and derivatives

Denominated in euro

more more

more than 3 more than more .
on upto3 than 6 than 5 unspecified
months to 6 lyearto5 than 10 .
demand months months years to maturity
months years years
to 1 year 10 years
1. Assets 825 4.125 - - 383 -
1.1 Debt securities 825 4.125 - - 383
? with early redemption option - - - - -
? other 825 4.125 - - 383
1.2 Other assets - - - -
2. Liabilities
2.1 Repurchase agreements
2.2 Other liabilities - - - - -
3. Derivatives - (19.971) 60 198 (735)
3.1 With underlying security - 580 - 153 (735)
- Options -
+ long positions
+ short positions - - - -
- Other derivatives - 580 - 153 (735)
+ long positions - 888 - 153 10
+ short positions - 308 - - 745
3.2 Without underlying security - (20.551) 60 45 -
- Options - - - - - - - -
+ long positions 16 23 32 53 349 - 263 51
+ short positions 16 23 32 53 349 - 263 51
- Other derivatives - (20.551) 60 45 - - - -
+ long positions - 3.518 7.497 284 2.040 - 2.770 1.900
+ short positions - 24.069 7.437 239 2.040 - 2.770 1.900




Currency of denomination: other currencies

more more
more than 3 more than more -
on up to 3 than 6 than 5 unspecified
months to 6 lyearto5 than 10 .
demand months months years to maturity
months years years
to 1 year 10 years

1. Assets 0 0 = = 0
1.1 Debt securities
? with early redemption option - - - - -
? other 0 0 - - 0
1.2 Other assets
2. Liabilities
2.1 Repurchase agreements
2.2 Other liabilities - - - - -
3. Derivatives (1) (2.589) (59) 87 1
3.1 With underlying security - - - -
- Options
+ long positions
+ short positions
- Other derivatives 0 -
+ long positions - 0 - 0 (0)
+ short positions - 0 - 1
3.2 Without underlying security - (2.589) (59)
- Options - - -
+ long positions (0) (0)
+ short positions (0) (0) -
- Other derivatives - (2.589) (59) - -
+ long positions - - 87 22 (0)
+ short positions - 2.589 145 65 (0)

2. Supervisory trading book: distribution of exposuiregquities and equity indices by main country of
listing

MALY Listed USA  OTHER Unlisted

A. Equity securities
+ leng positions 18 - - -
+ ghort positions - - - -
B. Forward value equity trades
+ long positions - - - -
+ short positions - - - -
C. Other derivatives on equity
+ long positions - - - -
+ short positions - - - -
D. Derivatives on equity indexes
+ long positions - - - -
+ short positions - - - -

2.2 INTEREST-RATE RISK AND PRICE RISK — BANKING BOO K
QUALITATIVE DISCLOSURES

The banking book consists of all financial assatlabilities not included in the trading book.éeTlargest
item consists of loans to and amounts due to banédsustomers.

A. General aspects, interest rate risk and pris& management processes and measurement methods
The process of managing the interest rate riskceégsal with the banking book is governed by specifi
company Regulations approved by the Parent Compd@uard of Directors and subject to periodic review
Those Regulations aim to set general rules for giaganterest rate risk for the assets and liaédiincluded
within the banking book, as defined by supervis@gulations for the purposes of determining pitiao
capital requirements (namely, all liabilities arabets other than those allocated to the reguldatading
book) and assign precise responsibilities and téskfie various organisational units of the Bankl an
companies involved in the process.

Management of interest rate risk aims to limit ithpact of unfavourable changes in the rate curvbaih

the economic value of assets and on the cash fgmsrated by line items. Containment of exposure to
interest rate risk is pursued primarily by applyicgnsistent parameters to assets and liabilitied, ia
particular by indexing a large portion of its assamtd liabilities on money-market parameters (gipiahe
Euribor rate), as well as the general balancintp@fdurations of assets and liabilities on low Igve
Measurement of the interest rate risk associatél the banking book is founded upon economic value,
defined as the present value of the expected rsét ft@ws generated by assets, liabilities and afésbce
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sheet positions. In particular, exposure to theredt rate risk associated with the banking bookasitored
for the purposes of determining the associatedalabsorption on the basis of the Bank of Itatg'gulatory
model, applied at both a separate and consolidated

Exposure to interest-rate risk is calculated by sndag the change in the economic value of the ipgnk
book resulting from hypothetical instantaneoustshif the interest rate maturity curve. The shifthe
interest rate structure is quantified in two distisituations:

» in ordinary conditions, reference is made to theuah changes for each node of the interest rate
structure recorded over an observation periodxofesars, alternatively considering thégdercentile
(downward shift) and 99percentile (upwards shift); and

* in a stress scenario, reference is made to a ebsaift in the interest rate structure of + 20Biba
points.

The changes are then normalised in relation tolaégy capital.

B. Fair-value hedging

Fair-value hedging is used to cover the interest#igk on lending and funding items originatec dixed

rate with a medium-/long-term maturity. Interegeresk hedging activity through OTC derivativedircial

instruments was almost entirely discontinued inddelger 2012. At the beginning of the year, only loedge
of asset items (loans to customers) by the Paremip@ny remained outstanding. This hedge was tlosed!
out in January 2013. Since then, no hedging dévivabntracts have been entered into.

C. Cash-flow hedging
No cash-flow hedges have been undertaken andahem open cash-flow hedges.

QUANTITATIVE DISCLOSURES

1. Banking book: distribution by residual durati(me-pricing date) of financial assets and liab#it
Denominated in euro

maore than more than more than

on demand |u'npc|:|ih3s 3 months to & months to 1 yearto & m; :set:rasn n;c:)r:;n;; un:::_lcrl::d
& months 1 year YEears
1. Assets 724107 2.140.213 717.955 75.058 544.930 141.348 56.607 -
1.1 Debt securities - 327258 365.294 17.345 T44.003 g2121 - -

- with earty redemption option - - - - - - - -

- other - 327255 365.294 17.345 T44.003 82121 - -
1.2 Loans to banks 101.482 50.725 - - - 2.038 - -
1.2 Loans to customers 522824 1.7682.225 352.661 5Y.T12 200.927 57.188 56.807 -

- current acct 512.845 48 037 7.471 6911 301897 - - -

- other loans 109.720 1.714.1892 345191 50.802 1707231 57.188 56.607 2.028

- wwith earty repayment option - - - - - - - -
- other 109.720 1.714.182 345.191 S0.802 170.731 S7.188 56.607 2.028
2. Liabilities 1.563.132
2.1 Due to customers 1.395 380 1.37¥7.023 42.071 B5. 722 55 520 - -
- current acct. 1.328.851 119.526 41.440 65722 55.520 - -
- other payables 70.529 1.257.458 831 - - - -
- with early repayment option - - - - - - -
- other T70.52% 1.257.458 631 - - - -
2.2 Due to banks 116.950 859.995 13.405 307 20,057 - -

- current acct. 31.078 - - - - - -

- other payables 85.882 859.995 13.405 307 20,057 31.433 5424
2.3 Debt securities 45,792 208.253 71.242 121 447 267.553 14,8596

- wwith earty redemption option - - 40 - - -

- other 45.792 208.253 71.302 121 447 267.553 14,8596

2.4 Other liabilities - - - - - -
- with earty redemption option
- other
3. Financial derivatives
3.1 With underlying security
- Options
+ long positions
+ short positions
- Other derivatives
+ long positions
+ short positions
3.2 Without underhying security
- Options
+ long peositions
+ short positions
- Other derivatives
+ long positions
+ short positions




Denominated in other currencies

more than more than  more than

2.3 Debt securities
- with early redemption option
- other
2.4 Other liabilties
- with early redemption option
- other
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 postions.
- Other derivatives
+ long positions
+ short positions

on demand if:]m:s 3 months to 6 monthsto 1 wvearto S m; r;g:'?; n;%r;::: un;p:ucrlﬁﬁ:d
5 months 1 year Vears

1. Assets 4.695 3.085 - 337 -
1.1 Debt securities - - - -
- with earhy redemption option - - - -

- other - - - -
1.2 Loans to banks 4231 - - -
1.3 Loans to customers 453 3.085 337 -
- current acct. 1 - - -

- other loans 453 3.085 337 -

- with earty repayment option - - - -

- other 453 3.085 337 -

2. Liabilities 28.603 165 65 -
2.1 Due to customers 28.465 165 65 -
- current acct. 28.465 165 65 -

- other pavables - - -

- with earty repayment option - -

- other - -

2.2 Due to banks 138 -
- current acct. a0 -

- other payables 58 -

2. Banking book: internal models and other serigjtianalysis methods

The capital requirement for interest-rate risk ba banking book is calculated by applying the sifieol
model indicated in Schedule C to Title Ill, Chapteaf Bank of Italy Circular No. 263/2006, in fordeough

31 December 2013.

This calculation is performed by classifying fixeate assets and liabilities in accordance with the
supervisory model into 14 time bands on the basisesr residual lives and classifying floatingeaissets
and liabilities into the various time bands accogdio the date of renegotiation of the interes.réiithin
each band, asset and liability positions are nlidtipby weighting factors and then set off agaimisé
another, resulting in a net position. Exposurenterest-rate risk for the purpose of determinirgy¢hpital
requirement is then calculated by measuring thengdan the value of the banking book caused by
hypothetical instantaneous shifts in the interatt maturity curve in a scenario of ordinary candi. To
that end, use is made of the annual changes fdr made of the interest rate structure recorded awer
observation period of six years, alternatively ¢desng the T percentile (downward shift) and 99
percentile (upward shift).

On the basis of the application of the Bank ofyleategulatory model, the change in capital in battinary
and stress conditions was always found to be pesiéind thus internal capital to account for irgerate
risk is equal to zero at the consolidated level.

2.3 EXCHANGE-RATE RISK

QUALITATIVE DISCLOSURES

Exposure to exchange-rate risk, determined usingethod founded upon supervisory regulations, is
negligible in extent.

A. General aspects, foreign-exchange risk manageprenesses and measurement methods
Exchange-rate risk applies to transactions withiazuers and banks. Operational management is ceettal

with Banca Popolare di Cividale, which conductd-teae monitoring of the exposure in various cugies,
systematically hedging positions on the marketgsiired to minimise the exposure to exchange-isie r
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B. Exchange-rate risk hedging

All foreign currency positions generated by relasiovith Group customers are handled together bysing
open gaps (un-netted positions), which are typick#pt essentially at zero through market hedging
transactions.

QUANTITATIVE DISCLOSURES

1. Distribution by currency of assets and liabd#iand derivatives

Currencies

Uus dollar Pound sterling “en Canadian dollar Swiss franc Other
A. Financial assets 4.270 2187 1.089 262 28 281
A1 Debt securities - - - - - -
A2 BEguity securities - - - - - -
4.3 Loans to banks 3.2689 392 41 282 28 240
A4 Loans to customers 1.001 1. 754 1.048 - - 41
A5 Other financial assets — — — — — —
B. Other assets 221 112 50 7 i 28
C. Financial liabilities 26.590 1.1156 652 269 a5 111
C.1 Due to banks 51 o 20 L& g1 o
C.2 Due to customers 25.538 1.115 G532 263 35 111
C.3 Due to customers - - - - - -
C.4 Other financial liabilties - - - - - -
D. Other liabilities - - - - - -
E. Financial derivatives - - - - - -
- Options - - - - - -
+ Long positions - - - - - -
+ Short positions - - - - - -
- Other - - - - - -
+ Long positions 23.0085 - 5 [ - 128
+ Short positions 920 1.199 425 (=3 - 176
Totalassets 27496 2299  4d44 275 104 436
Total liabilities 27.519 23515 1.141 275 95 288
Difference (=/—) (22) 1186) 4 (o) 9 149

1.2.6 FINANCIAL DERIVATIVES
A. FINANCIAL DERIVATIVES

A.1 Supervisory trading book: end-period and averagtional amounts
3122013 IMM22012

Ower the Central Ower the Central
counterpar

counterpar
counter . counter .
ties ties

1. Debt securities and interest rates - - - -
a) Options 25.099 - 33.020 -
b} Swaps 15176 - 145.852 -
c) Forwards 1.051 - 5 936 -
d} Futures - - - -
e} Others - - - -

2. Eguities and stock indices - - - -
a} Opticns - - - -
b} Swaps - - - -
c) Forwards - - - 205
d) Futures - - - -
e} Others - - - -

3. Foreign exchange rates and gold - - - -
a)y Options - - - -
b} Swaps - - - -
c) Forwards 25943 - 43.011 -
d} Futures - - - -
e) Others - - - -

4. Commedities - - - -

5. Other undertying asssets - - - -

TOTAL 71.269 - 231.565 205
AVERAGE VALUES - - - -

2€T
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A.2 Banking book: end-period and average notiomabants
A.2.1 Hedging

31/12/2013 31/12/2012

Over the Central Over the Central
counter counterparties counter  counterparties

1. Debt securities and interest
rates - - - -

a) Options - o - -
b) Sw aps - - 20.000 -
c) Forw ards - = - -
d) Futures - o - -
e) Others - = - -
2. Equities and stock indices - o - _
a) Options - = - -
b) Sw aps - = - -
c) Forw ards - = - -
d) Futures - o - -
e) Others - = - -
3. Foreign exchange rates and
gold - o - -
a) Options - = - -
b) Sw aps - o - -
c) Forw ards - = - -
d) Futures - = - -
e) Others - = - -
4. Commodities - = - -
5. Other underlying assets - - - -
TOTAL - - 20.000 -
AVERAGE VALUES - - o -

A.3 Financial derivatives: gross positive fair vala distribution by product
Positive Fair value
31/12/2013 31/12/2012
Central Over Central
counterparti  the counterparti
es counter es

Over the
counter

A. Regulatory trading book - - - R
a) Options 362 o 92 -
b) Interest rate sw aps 431 - 1.896 -
c) Cross currency sw aps - - - R
d) Equity sw aps - o - R
e) Forw ards 78 o 234 -
f) Futures - - - R
g) Others - - - R

B. Banking book - hedging - - - R
a) Options - - - R
b) Interest rate sw aps - a - R
c) Cross currency sw aps - - - R
d) Equity sw aps - o - R
e) Forw ards - - - R
f) Futures - o - R
g) Others - o - R

C. Banking book - other derivative: - - - -
a) Options - - - R
b) Interest rate sw aps - - - R
c) Cross currency sw aps - - - R
d) Equity sw aps - - - R
e) Forw ards - o - R
f) Futures - - - R
g) Others - - - R

Total 871 - 9.848 -




A.4 Financial derivatives: gross negative fair vk distribution by product
Negative Fair value
31/12/2013 31/12/2012
Over the Central Over the Central
counter counterparties counter counterparties

A. Regulatory trading book - -
) Options 156 - 92
) Interestrate sw aps 662 - 1.925

) Cross currency sw aps

) Equity sw aps - -

) Forw ards 147 - 100

) Futures -

g) Others 0

B. Banking book - hedging

a) Options -

b) Interestrate sw aps - - 2.915

c) Cross currency sw aps

d) Equity sw aps

e) Forw ards

f) Futures

g) Others

C. Banking book - other derivative:

a) Options

Interestrate sw aps

)
) Cross currency sw aps
) Equity sw aps

) Forw ards

) Futures

) Others

Total 965 - 5.033

A.5 OTC financial derivatives — supervisory tradlpk: notional values, gross positive and negdiie
values by counterparty — contracts not based otingearrangements

= B o z 2
Contracts not based on netting E E — w n 8 ; “ E
arrangements. = _ o " E s 2z EE 3
E.E| 2 £ - 22 | s | ES
S5 & 2 & £E EB 28 58
1. Debt securities and interest rates
- notional amount - 8.375 22137 - - 13.762 1.051
- positive fair value - 206 139 - - 448 34
- negative fair value - - 679 - - 139 2
- future exposure - 53 215 - - 28 -
2. Equities and stock indices
- notional amount - - - - - - -
- positive fair value - - - - - - -
- negative fair value - - - - - - -
- future exposure - - - - - - -
3. Foreign exchange rates and gold
- notional amount - - 25.027 - - 216 700
- positive fair value - - 16 - - ] 27
- negative fair value - - 125 - - 1 20
- future exposure - - - - - z 7

4. Other values

- notional amount

- positive fair value
- negative fair value
- future exposure

A.6 OTC financial derivatives — regulatory tradibhgok: notional values, gross positive and negéftie
values by counterparty — contracts based on netiingngements

Not applicable.

A.8 OTC financial derivatives — banking book: notibvalues, gross positive and negative fair valogs
counterparty — contracts based on netting arrangeme

Not applicable.

A.9 Residual maturity of OTC financial derivativestional values

Betw een 1

Up to 1 year and 5 years Over 5 years Total
A.Regulatory trading book 34.410 12.836 24.023 71.269
A .1 Financial derivatives on debt securities and interest rates 8.466 12.836 24.023 45.325
A.2 Financial derivatives on equities and stock indices - - - -
A .3 Financial derivatives on foreign exchange rates and gold 25.943 - - 25.943
A .4 Financial derivatives - other - - -
B. Banking book - - -
B.1 Financial derivatives on debt securities and interest rates - - -
B.2 Financial derivatives on equities and stock indices - - -
B.3 Financial derivatives on foreign exchange rates and gold - - -
B.4 Financial derivatives - other - - - -
Total 31/12/2013 34.410 12.836 24.023 71.269
Total 31/12/2012 57.816 20.530 173.518 251.865
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B. CREDIT DERIVATIVES
This section is not applicable to the Banca PopadlaCividale Group.

C. CREDIT AND FINANCIAL DERIVATIVES
This section is not applicable to the Banca PopadaCividale Group.

SECTION 3 —-LIQUIDITY RISK
QUALITATIVE DISCLOSURES

A. General aspects, liquidity risk management psees and measurement methods

Liquidity risk is not attributable to specific itenof the balance sheet; rather, it arises from imishes of
amount and/or date between cash inflows and ousflganerated by all assets, liabilities and off-heda
sheet items. It is thus a risk inherent in the Bawokerations and derives essentially from wh&hiswn as
the “maturity transformation.”

Liquidity risk generally manifests itself in therfo of the breach of payment obligations, which rbay
caused by the inability to procure funds (fundirgidity risk) or the existence of limits on theuidation
of assets (market liquidity risk).

Liquidity risk also includes the risk that an eptibay be forced to discharge its payment obligatiamon-
market costs, meaning that it may be forced to bdzigh cost of funding or (in some cases, conatige
sustain capital losses when liquidating assets.

Since all core banking business process are assgeidth potential liquidity risk, all Group compas are
exposed to liquidity risk.

The process of containing exposure to liquiditk,riswhich aims to ensure the Group’s solvency even i
especially acute situations of tension, is prinygpiirsued through a complex set of managementidasis
and organisational measures, the most significewhah are:

» aconstant focus on the financial situations of@neup with respect to a balanced structure oftasse
and liability maturities, especially with regarddioorter-term assets and liabilities;

» diversification of sources of funding in terms ethnical forms as well as counterparties and
markets. The Group intends to maintain high ang stable retail funding level in the form of both
deposits and debt securities distributed diredtipugh the branch network, thus pursuing the
strategic goal of reducing dependency on markaddymterbank funding and issues intended for
institutional investors);

» a portfolio of highly liquid assets eligible as ledéral for financing transactions or directly
disposable in situations of tensions, formed it paing securities resulting from the securitisatio
of the Group's assets; and

» the preparation of a Contingency Funding Plan.

Operational management of liquidity risk is thepa@ssibility of the Finance Department, through the
Finance Service, in line with the funding policydadirectives of a strategic nature laid down byAh€o,
which meets with at least monthly frequency. Thisivity involves the use of appropriate tools for
monitoring and surveying operating profiles fowiidjty risk.

Through the Operating and Financial Risks Offibe,Risk Management Service is responsible for ttrak
aspects and stress analyses, as well as monitafrthg operational limits set by internal rules.

Assessment of liquidity risk exposure aims to exdian entity’s capacity to respond to an outfléwuzh
resources in the light of the maturity structureitefon-balance sheet assets and liabilities. digiis
monitored by determining the maturity ladder, whstiows the cumulative total cash balance during efc
the forecasting periods. This balance is the suoash inflows and outflows for each maturity bracke

Furthermore, in addition to the ordinary liquidgtifuation, the Bank conducts simulations of adveteess
scenarios caused by forms of tension in the firsmsgistem generally or specific significant chanigethe
Bank’s financial aggregates. Moreover, the Gro@ositingency Funding Plan (CFP) defines and formally
establishes the organisational escalation procedogds and management mechanisms required tocprote
the company’s assets in situations of extreme,ragéen depletion of liquidity through the prepamaiof
crisis management strategies and fund-raising proes.
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QUANTITATIVE DISCLOSURES

1. Distribution of financial assets and liabiliti&y residual maturity

Denominated in euro

more than

more than  more than  more than morethan3 morethan & more than 1 Wore than &
ondemand 1dayte7 7dayste 15daysto 1 monthto monthsto®  months to 1 yearto 5 Unspecified
days 15 days 1 month 3 menths menths year Vears YEE
On-balance-sheet assets
A1 Government securities - - 1.350 34907 8.850 10.513 22181 1.221.114 75.000 -
A2 Other debt securities 833 - 0 3.049 1753 1.873 7.478 43.255 975 -
A4 Units in collective investment undertakings 16.568 - - - - - - - - -
A5 Loans 514.605 108.422 9.566 101.848 132.378 112072 172.785 800.155 816.057 5272
- banks 71.916 0 [ 45.352 2 3 2 - 2.000 5272
- customers 542.689 108.422 9.560 55.455 132.376 112.068 172.784 800.1586 814057 -
On-balance-sheet liabilities
B.1 Deposits 1.571.581 15.254 18.343 36.547 51.810 42152 §7.583 55.179 - -
- banks 226160 - 200 120 71 55 40 &3 - -
- customers 1.345.401 15.254 18.143 3BT 51.73% 42137 §7.543 55148 - -
B.2 Debt securities 175 27518 24230 6.993 114,134 28965 101.980 396.643 29.540 -
B.3 Other liabilities 108 71.033 TI7.672 411.650 5853 3.288 13.478 §958.182 45.881 -
Off-balance-sheet transactions
C.1 Financial derivatives with exchange of capital - 916 (22.593) 1.781 65 39 185 (800} - -
- long positions - 1.257 - 1.898 351 148 217 10 - -
- short positions - 341 22553 116 287 108 32 810 - -
C.2 Financial derivatives without exchange of capital (25) - - - - - - - - -
- long positions 3.081 - - - - - - - - -
- short positions. 3.105 - - - - - - - - -
C.3 Deposits and loans to be settled - - - - - - - - - -
- long positions - - - - - - - - - -
- short positions. - - - - - - - - - -
C.4 Irrevocable commitments to lend funds (1.228) (1258} - 123 (540} (28) 1.215 541 38 -
- long positions 473 - - 123 1 10 1.215 541 38 -
- short positions. 1.699 125 - - 541 38 - - - -
.5 Financial guarantees given - - - - - - - - - -
Denominated in other currencies
morethan  more than  morethan morethan morethan3 morethan8 more than 1 More than 5
ondemand 1dayte7 7daysto 15daysto 1monthio montheto& monthsto 1 yearto 5 e Unspecified
days 15 days 1 month 3 months months vear Vears
On-balance-sheet assets
A1 Government securities - - - - - - - - - -
A2 Other debt securities - - - - - - - - - -
A4 Unitz in collective investment undertakings - - - - - - - - - -
A5 Loans 46598 545 58 347 2.165 345 - - - -
- banks 4231 - - - - - - - - -
- customers 457 546 58 347 2165 M5 - - - -
On-balance-sheet liabilities
B.1 Deposits 28.544 - 56 - 109 65 - - - -
- banks &0 - - - - - - - -
- customers 28.465 - 56 - 109 63 - - - -
B.2 Debt securities - - - - - - - - - -
B.3 Other liabilities 58 - - - - - - - - -
Off-balance-sheet transactions
C.1 Financial derivatives with exchange of capital - (200} 22478 (1.778) (54} (58) (44) - - -
- long positions - 173 22478 104 280 a7 22 - - -
- short postions - ar3 - 1.881 334 145 65 - - -
C.2 Financial derivatives without exchange of capital - - - - - - - - - -
- long positions - - - - - - - - - -
- short postions - - - - - - - - - -
C.3 Depositz and loans to be settled - - - - - - - - - -
- leng positions - - - - - - - - - -
- short positions - - - - - - - - - -
C.4 Irrevocable commitments to lend funds - - - - - - - - - -
- leng positions - - - - - - - - - -
- ghort positions - - - - - - - - - -
C.5 Financial guarantees given - - - - - - - - - -
2. Committed on-balance sheet assets
Committed Non-committed Total Total
BV FV BV FV 31.12.2013 31.12.2012
1. Cash and cash equivalents - X 20.021 X 20.021 -
2. Debt securities 2.020.203 2.262.346 326.450 326.396 2.346.653 -
3. Equities - - 58.898 18 58.898 -
4. Loans 910.686 X 2.300.466 X 3.211.152 -
5. Other financial assets - X 56.666 X 56.666 -
6. Non-financial assets - X - X - -
Total 31.12.2013 2.930.889 2.262.346 2.762.501 326.414 5.693.391 -

Total 31.12.2012

Key: BV = book value; FV = fair value
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3. Owned committed off-balance sheet assets

Non- Total Total

Forme tecniche Committed .
committed 31.12.2013 31.12.2012

1. Other financial assets

- Securities 974.322 957.018 1.931.340

- Other

2. Non-financial assets

Totale 31.12.2013 X
Totale 31.12.2012 X

Securitisation

Within the framework of the various measures aiateehhancing coverage of exposure to liquidity, ris&
Group has undertaken securitisation transactiotis thie goal of increasing the degree of liquidifyite
assets and prudentially increasing its pool ofrfaial instruments eligible for refinancing operasowith
the European Central Bank, or otherwise suitedi$eras collateral in funding transactions beyordstiort
term with institutional and market counterparties.

In accordance with these aims, the asset-backadises issued by the vehicle companies incorpdrate
pursuant to Law 130/99 have been fully subscrilbedfér both the senior and junior tranches, byltheks
that in turn sold the underlying loans without neise (Banca di Cividale S.p.A., subsequently inoafed
into Banca Popolare di Cividale S.c.p.A.).

The following table provides an overview of thelg@csation transactions undertaken.

Main information

Date of transaction May 2009
Special purpose entities Quadrivio Finance S.r.l. (spv)
Performing residential and
Subject matter of the transaction commercial mortgages
Banca Popolare di Cividale Group
Banks/ Originator groups Credito Valtellinese Group
Original aggregate amount of transferred loans and receivables 1.366 min
of which Banca Popolare di Cividale Group 243 min
Securitiesissued and subscribed by the Banca Popolare di Cividale
Group and by the Credito Valtellinese Group 1.317 min
of which seniorsecurities a 1.093 min
of which junior securities b 224 min
Rating of senior securities AAA Fitch
Securities issued and subscribed by the Banca Popolare di Cividale
Group 234 min
of which seniorsecurities a 187 min
of which junior securities b 47 min
Overall residual notional amount of the securities as at 31/12/2013 120 min
Residual values of loans and receivables as at31/12/2013 126 mln
Rating of senior securities as at31/12/2013 AA+ Fitch - A2 Moody's
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Main information

Date of transaction February 2012
Special purpose entities Civitas Spv Srl
Subject matter of the transaction Performing residential mortgages
Banks/ Originator groups Banca Popolare di Cividale Group
Original aggregate amount of transferred loans and receivables
of Banca Popolare di Cividale Group 383 min
Securities issued and subscribed by the Banca Popolare di Cividale
Group 398 min
of which senior securities a 310 mln
of which junior securities b 88 min
Rating of senior securities AA+ Standard&poor's - A1 Moody's
Residual values of loans and receivables as at 31/12/2013 335 min
Rating of senior securities as at 31/12/2013 AA Standard&poor's - A2 Moody's

Main information

Date of transaction July 2012
Special purpose entities Civitas Spv Srl
Performing residential and
Subject matter of the transaction commercial mortgages
Banks/ Originator groups Banca Popolare di Cividale Group
Original aggregate amount of transferred loans and receivables
of Banca Popolare di Cividale Group 410 min
Securities issued and subscribed by the Banca Popolare di
Cividale Group 418 min
of which senior securities a 273 min
of which junior securities b 143 min
Rating of senior securities A+ Standard&poor's - AL DBRS
Residual values of loans and receivables as at 31/12/2013 313 mln
Rating of senior securities as at 31/12/2013 A+ Standard&poor's - AL DBRS

Considering that the asset-backed securities diyrém issue have been fully subscribed for by the
originating banks, the Group has not transferrgdcaedit risk. Accordingly, since essentially altbe risks
and rewards associated with the transferred pathave been retained, the loans concerned haveceot
derecognised. However, given the structure of thaskctions, there exists the specific risk of £ros
collateralisation due to the presence of multiimatpr transactions. In fact, the Group is exposead
potential additional risk associated with the plolesdeterioration in excess of expectations ofpibefolio

of loans securitised by the other banks involvettiéntransactions. In the case of the Quadriviarde S.r.l.
transaction, that potential exposure also exteadsntities external to the Group (Credito Valtedbe).
However, there is no basis for believing that crodtateralisation risk has undergone significamrmge.

SECTION 4 - OPERATIONAL RISKS
QUALITATIVE DISCLOSURES
A. General aspects, operational risk managementgsses and measurement methods

Operational risk management is one component ofrtfegrated risk management strategy that aims at
containing the total risk level, including by preti@eg such risks from propagating and transforming.
Operational risks, which constitute a highly heteneeous class, are not typical of banking or bgsine
activity. The origin of these risks may be eithdernal or external, and they may extend beyonddhgpany

itself. The definition adopted by the Bank, in Invéh supervisory regulations, identifies operatibnsk as
|



the risk of loss resulting from inadequate or fhileternal processes, people and systems, or frbenral
events. Such risks include losses resulting fromudr human error, business disruption, system
unavailability, breach of contract and natural siees. Operational risk includes legal risk but steaitegic

or reputational risk. Operational risk managemetitiy is based on the following guiding princigle

» improving overall operational efficiency;

» preventing the occurrence or reducing the likelthad events that could potentially generate
operational losses through appropriate regulatmmyanisational, procedural and training actions;
attenuating the expected effects of such events;

» transferring risks that the Group does not wistetain through insurance contracts; and

» protecting the Group’s reputation and brand.

The Group adopts the basic method (BIA — Basicclatdir Approach) specified by regulations to detaami
capital requirements.

The Risk Management Service, Operational and FiabRisks Office, is responsible for measuring and
assessing operational risk. It does so at a cagtdalevel for all Group companies. The approaabptat
for managing operational risk takes a combinediobotp view of the components identified by the
prudential regulations for the advanced measureaggmiaches:

» internal operational loss data: the main componenthe construction of an operational risk
management system;

» external operational loss data: given that ndiaks of events indicated by international regalei
are applicable to or of statistical significancedtl intermediaries, consortium databases hava bee
established at both an international and domestiel Ito contain reports of operating losses from
participants; in Italy, at the initiative of thaltan Banking Association, the Italian Operatings&o
Database was established. The Group participatdeiDatabase as a “total group member.” The
data contained in the Database allow participantsi@nitor the performance of operating losses
within the Italian banking industry by busines®land sales channel, as well as to extract paresnete
concerning probability distributions, enjoy acctsthe aggregation of data by homogeneous group
for benchmarking purposes and expand the datadedlin their historical series.

Risk is contained through regulatory, organisatiama procedural actions. Problem areas are idedtify
analysing all of the data from the various sourd@émse responsible for activities in which problemase
been identified are required to provide furtheomation in order to develop appropriate correcéiggons.
Some types of operational risk are mitigated usipgropriate insurance contracts. In addition, theu@
has implemented a business continuity plan tha et the principles, establishes the objectivad an
describes the procedures for managing all the cibvesactions for reducing losses resulting frorcidents

or disasters to an acceptable level.

B. Legal risks

The risks associated with the legal disputes inuglthe Bank and Group companies are constantly
monitored. If a legal and accounting analysis satg@n adverse outcome with a likely liability émmages,
the Group makes as reliable an estimate of danmegyeessible and allocates a provision as a precauti
The following paragraphs describe the most comatekimportant legal disputes.

Disputes involving bond defaults

The insolvency of the Argentinean central and laggalernments from 2001 to 2003, as well as of major
Italian companies such as Parmalat, Cirio and Giadlg triggered a series of disputes, includingale
action, brought by customers who purchased thefiltiesd bonds. Banca di Cividale has always been
sensitive to criteria of fairness and economy, divg futile, wasteful litigation and taking into@mnt the
trends in legal interpretation that have emergeer evne. Within this context, the Bank has freqlent
engaged in settlement negotiations in respons&ims brought to its attention or in parallel wjtidicial
action. In some cases, given the special circurostanf the dispute, the Bank has decided to pufsue
matter in court. In all cases, however, based ol @niori analysis of the dispute and the type afid
involved, the Bank makes the necessary provisions.



Disputes involving revocatory actions

The recent bankruptcy reform, later amended bgthealled “corrective degree,” certainly limitee@tbcope

of the action performed by receivers pursuant tickr 67 of the Bankruptcy Law. However, there siitt

a number of revocatory actions governed by thergi@m law, as provided for under the transitional
regulations. In these cases, the Group uses carefididered negotiations founded upon a thoronglyais

of the actual assumptions on which the action sebai.e. the satisfaction of both subjective aigdive
elements. Specifically, the Bank usually performevpntive accounting assessments to determine the
amount of risk and to make the necessary prudertgions.

SECTION 5 - OTHER RISKS
In addition to the risks described above, the Bardkposed to the following other risks.

Excessive financial leverage risk

Excessive financial leverage risk is defined bydential regulations as “the risk that a particylaigh level
of indebtedness with respect to equity may rengeibink vulnerable, requiring the adoption of ative
measures to its industrial plan, including the sélassets involving the recognition of losses tmatld also
entail impairment of the remaining assets.”

Excessive financial leverage risk affects the etyiof the financial statements, exposures reguftiom the
use of derivatives and off-balance sheet assetssaambsumed in the conduct of core business.clogely
correlated with planning and capital managemeriwvigct

Sovereign risk

Investment in Italian government securities, alnadsbf which are classified to the AFS portfolantails
the exposure to the credit risk of the Italian R#ja which, as for all other issuers, may manifestlf in
the form of decreased creditworthiness or, in ttieeene scenario, default. Exposure is regularly ibooed
and reported on to company bodies. The prospedgvelopment of the sovereign risk exposure pradile
assessed by considering adverse scenarios of sdntansities, based in part on historical simalai as
well as the impact thereof on the value of thefpbatand regulatory capital. In the projected srecenarios,
regulatory capital would remain above the reguiatomimum, even in the absence of prudential flter

Strategic risk

Strategic risk is defined as the current or prospecisk of a decrease in profits or capital agsifrom
changes in the operating context or poor companigidas, the inadequate implementation of decisions
insufficient reaction to changes in the competiggenario. Exposure to strategic risk is not assediwith
specific operating activities, but rather the adeyu of the decisions made and the efficacy of
implementation. The risk is particularly associatetth the phases of determining and implementing
company strategies represented by the formulatidheobusiness plan, commercial planning, budgeting
management control and monitoring of the marketscampetitive scenario, capital allocation and &dpi
management.

Compliance risk

Compliance risk is defined as the risk of incurrlegal or administrative penalties, significantaintial
losses or damages to reputation due to breachesngiulsory provisions (of laws or regulations) elfs
imposed rules (e.g., bylaws, codes of conduct, g@ree codes). The Bank regards the adoption of the
highest standards of compliance with laws and edgurls as a distinctive trait of its corporate iitgnan
expression of its corporate social responsibibtygafeguard aimed at maintaining its reputation tvee

and an effective contribution to the process obting value. Compliance risk management is basetieon
Compliance Model and Compliance Plan. The Compédviodel pursues the primary goal of setting up a
well-organised, organic system of organisationdl @ntrol principles and procedures suited to préng,
managing or mitigating the risk of non-compliandéhvexternal and internal rules.

Money-laundering risk
Money-laundering risk is the risk of suffering cegsences in legal and reputational terms as atresul
possible involvement in illegal transactions asatad with money-laundering or financing for tersomi In



order to measure and assess that risk, the monagdang risks inherent in the Bank’s operational
procedures pertaining to the following processe® leeen mapped:

- adequate customer verification;

- dealings in cash and bearer securities;

- records in the Consolidated Computer Archive; and

- the reporting of suspicious transactions.
Given the objective significance of money-laundegrniisk and the increasing complexity of the ledista
framework of reference and resulting obligatiohg Bank has gradually enhanced its safeguardsrste
of rules, organisational measures, proceduresicappins and training.

Reputation risk

Reputation risk is the current or prospective o$la decline in net income or capital should cugtem
counterparties, shareholders, investors or supEs/iake a negative view of the Bank. Employeesiesp

and the community are also considered when perfmymbmpany analyses. By the same token, reputation
is an essential intangible resource, and it isrdEghby the Group as a distinctive component @fséirlg
competitive advantage. Accordingly, the Board afDiors has set the management objective of mimigis
exposure to reputation risk. Reputation risk prilyarelates to relations with stakeholders and the
community. It may also arise from factors outside $cope of the company organisation and beyond the
Bank’'s control (for example, the dissemination phdcurate or baseless information or phenomena
concerning the system that affect individual ingititns without distinction). The first and most flamental
safeguard against reputation risk is the share@sysf values, principles and rules of conduct dctv to
base behaviour common to all of the Bank’s staladrsl That system is expressly illustrated in tbdeCof
Conduct adopted since 2004 in the context of thee@mnce and Control Model pursuant to Legislative
Decree No. 231/2001, as subsequently updated.

Related—party risk

Related-party risk is the risk that the proximifycertain parties to the Bank’s decision-makingtcesimay
compromise the objectivity and impartiality of dgons relating to the granting of loans and other
transactions with such parties, with possible digins of the resource-allocation process, expostitee
Bank to inadequately measured or managed riskpateditial damages for depositors and shareholders.
In order to safeguard objective, impartial decismaking and avoid distortions of the allocationgass, the
Bank has adopted rigorous procedures and striotés than legally mandated, which are subjecegutar
monitoring. There were no breaches of authorisdtiits or alert levels during the year.

Property risk

Property risk is the current or prospective riskpofential losses due to fluctuations in the vadtiehe
Group’s proprietary real-estate portfolio, or te tieduction of the income generated by that paotfol

The Group does not assume property risk for investnpurposes. The Group’s proprietary real-estate
portfolio represents a residual component of tot@isolidated assets and consists mostly of pregensed

in business operations. This risk is mitigated digto management and maintenance measures aimed at
safeguarding the functionality and value of theetssand is partially transferred through insurgpaécies
covering owned properties.

Outsourcing risks

The use of outsourcing of company functions, preegsservices or activities entails a thoroughsassent

of the risks and the implementation of appropristgdeguards and containment measures. The risks
potentially arising from outsourcing are generalperational, compliance, strategic and reputatisksr
They therefore have been attributed to the spegifies of risk identified and described above.



Chapter F — CONSOLIDATED SHAREHOLDERS' EQUITY
Section 1 — Consolidated shareholders' equity

A. Qualitative disclosures

The capital policy adopted by the Banca Popolaf@idiale Group is founded upon the following criide
a) compliance with regulatory requirements (reguaapproach);

b) appropriate monitoring of risks associated witinking operations (management approach); and

c¢) support for company development projects (iatapproach).

These approaches correspond to appropriate defisitif capital, specific objectives and particelamporate
functions. From a regulatory point of view, theidiion of capital is that set out in supervisoegulations
for banks. Ongoing compliance with minimum capigguirements, which are monitored on a regularsbasi
and considered a constraint during planning, isssential precondition for operations.

From the point of view of risk management — on¢hefkey functions in banking — capital is considettee
main defence against possible unexpected lossesrajed by a variety of risks (credit, market and
operational risks) that the Bank faces. The amotiaapital is optimal if it is sufficient to absoumexpected
losses estimated for a specific confidence intetha&reby guaranteeing the continuity of operatiover a
specified time period.

From the corporate perspective, capital is a grafactor of production that enables the Groupursue its
entrepreneurial vocation, while at the same tines@rving financial stability. As a cooperative bavikh
strong local roots, the Group implements its cagitdicy primarily through the gradual expansiontiog
size and geographical spread of its shareholders.

B. Quantitative disclosures

B.1 Consolidated shareholders’ equity: distributimntype of business

Unweighted amounts

Weighted amounts /
requirements

31/12/13 31/12/12 31/12/13 31/12/12
A. RISK ASSETS
A.1 CREDIT AND COUNTERPARTY RISK 6.767.198 7.139.328 2.349.043 2.726.042
1. Standard methodology 6.767.198 7.139.328 2.349.043 2.726.042
2. Methodology based on internal ratings
2.1 Base

2.2 Advanced
3. Securitisations
B. CAPITAL REQUIREMENTS 208.191 235.238

B.1 CREDIT AND COUNTERPARTY RISK X X 187.923 218.083
B.2 MARKET RISK X X 813 801
1. Standard methodology X X 813 801
2. Internal models X X - -
3. Concentration risk X X
B.3 OPERATIONAL RISK X X - -
1. Base methodology X X 19.455 16.354
2. Standard methodology X X - -
3. Advanced methodology X X
B.4 Other capital requirements X X
B.5 Other measurement elements
B.6 Total capital requirements X X
C. RISK-WEIGHTED ASSETS AND CAPITAL RATIOS X X = =
C.1 Risk-w eighted assets X X 2.602.386 2.940.478
C.2 Tier 1 capital / Risk-w eighted assets (Tier 1 capital ratio) X X 8,37% 11,11%
C.3 Total capital / Risk w eighted assets (Total capital ratio) X X 10,31% 13,04%

B.2 Valuation reserves for financial assets avdddor sale: composition

Netting and adjustments
on consolidation
Positive Negative Positive Negative Positive Negative Positive Negative Positive Negative

Banking group Insurance companies Other companies Total 3112/2013

reserve reserve reserve reserve reserve reserve reserve reserve reserve reserve
1. Debt securities 6.289 (B870) - - - - - - 6.289 (870}
2. Equities - - - - - - - - - -
3. Qotas of UCI 36 (321) - - - - - - 36 (321)
4. Loans - - - - - - - - - -
Total 6.325 (991) - - - - - - 6.325 (991)

4
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B.3 Valuation reserves for financial assets avdddbor sale: annual change

Debts Quotas of

securities Equities ucl Loans
1. Opening balance 16.454 i [433)
2. Positive fair value differences 19.983 1.818 1.022
2.1. Fair value increases 9.7 - 11 -
2.2 Reversalto the income statement of negative reserves - - - -
- impairment - 1.484 839 -
- dizposal 1.758 - - -
2.3 Other changes 8.508 334 172 -
3. HNegative fair value differences 30,558 1.906 a74
3.1 Fair value decreases 803 - 473 -
3.2 Impairment losses - 1.670 - -
3.3 Reverzal to the income statement of positive reserves:
dizposal 26137 - - -
3.4 Other changes 3.918 236 401 -
4. Closing balance 5.619 [1] |285)

Section 2 — Regulatory capital and regulatory capél ratios

Scope of application of regulations

Pursuant to supervisory instructions for calculatiagulatory capital, the overall amount and coriijors
of regulatory capital differs from shareholdersuiyg The following is a brief explanation of theam
differences:

unlike shareholders’ equity, regulatory capital glowt include the share of net income to be
distributed as dividends and donations to charity;

banks, financial firms and joint ventures, cariirethe consolidated financial statements at theeval
of their shareholders’ equity, are consolidategprtionally for regulatory capital purposes;
regulatory capital includes shareholders’ equitytaitable to minority interests, split into Tieahd
Tier 2 capital,

goodwill (which includes the “increase in shareleo$d equity” incorporated in the carrying amount
of equity instruments in companies subject to $icgmt influence and accounted for using the equity
method) and intangible assets other than goodwaldaducted from Tier 1 capital;

Tier 2 capital includes subordinated loans, prodidbat prudential requirements have been
observed;

any subordinated loan capital in excess of 50%&f T capital including deductible elements forms
part of Tier 3 capital, and is permitted solelytap/1.4% coverage of the capital requirements for
market risk;

up to 50% of net gains on securities classifiechealable for sale, recognised under item 140
“Valuation reserves,” may be included in Tier 2 itap while net losses are deducted in full from
Tier 1 capital,

equity investments in banks and financial compamg®esenting 10% or more of capital are
deducted 50% from Tier 1 and 50% from Tier 2 cdpatguity investments in insurance undertakings
representing 20% or more of capital acquired be2@rduly 2006 are deducted from the aggregate
of Tier 1 and Tier 2 capital.

There are no restrictions or impediments on trarigfipcomponents of shareholders’ equity betweesu@r
companies.

2.2. Regulatory capital

A. Qualitative disclosures

The regulatory capital of the Banca Popolare diidzile Group consists largely of the elements of
shareholders’ equity and subordinated liabilitidk innovative capital instruments or hybrid capital
instruments are included in regulatory capital.tNied-level subordinated loans (Tier 3 capitalpidle for
market-risk hedging have been issued.

1. Tier 1 capital



Tier 1 capital, including the components descrilvedection 2.1 above, amounted to €217,735 thousand
Compared with the previous year, the aggregateedsed by €108,876 thousand (-33.3%). The change
compared to 2012 is to be attributed, among othetofs, to the repurchase of the interest held regit®
Valtellinese in the subsidiary Banca di Cividalp.8. functional to the company reorganisation teations
finalised in 2013.

2. Tier 2 capital
After the application of prudential filters, gro$ger 2 capital amounted to €64,857 thousand, ofclwhi
€61,540 thousand was represented by eligible sirzdedi liabilities.
The following is a list of the subordinated liatiés issued by the Banca Popolare di Cividale Group
a) Subordinated bond with a nominal value of €1kioniissued on 7 April 2008:
- interest rate: first coupon of 4.81% gross anmagiable on 7 July 2009; subsequent coupons fdirgte
five years: monthly average three-month Euribortfie month prior to the due date of each coupars al
spread of 0.25%; for the next five years, i.e.tstgrfrom the coupon payable on 7 April 2013, intrwill
be equal to the same average plus a rising spfe@®6% for coupons payable during the sixth y8a45%
for coupons payable in the seventh year; 0.55%dapons payable in the eighth year; 0.65% for cospo
payable in the ninth year; and 0.75% for couponyabi@ in the tenth year;
- amortisation schedule: principal is to be redegmdive equal instalments of 20% of principalrtey on
7 April 2014; - maturity: 7 April 2018;
- early redemption clause: the Bank reserves tite to redeem the bond early, provided that at liees
years have elapsed since the date of issue, véatpribr consent of the Bank of Italy, and witheddt one
month’s notice;
- no provisions exist for conversion into shareitzhp
b) Subordinated bond with an original nominal vadfi€40 million issued on 13 August 2007:
- interest rate: first coupon of 4.6% gross anmagible on 13 November 2007; subsequent couporisefor
first five years: monthly average three-month Eairifor the month prior to the due date of each coyp
plus a spread of 0.25%; for the next five yeaes, starting from the coupon payable on 13 Augudf20
interest will be equal to the same average plisirgrspread of: 0.35% for coupons payable dutiegsixth
year; 0.45% for coupons payable in the seventh; ¥285% for coupons payable in the eighth yea%6
for coupons payable in the ninth year; and 0.758edopons payable in the tenth year;
- amortisation schedule: principal is to be redegmdive equal instalments of 20% of principalrtey on
13 August 2013;
- maturity: 13 August 2017;
- early redemption clause: the Bank reserves tite to redeem the bond early, provided that at liees
years have elapsed since the date of issue, véatpribr consent of the Bank of Italy, and witheddt one
month’s notice;
- subordination clause: if the Bank is wound up, lllonds shall only be repaid all other creditotsegally
subordinated have been satisfied;
- no provisions exist for conversion into shareitzhp
¢) Subordinated bond with a nominal value of €1Bion issued on 10 December 2013:
- interest rate: half-yearly coupons equal to tker®nth Euribor rate plus a spread of 430 bps;
- amortisation schedule: principal is to be redegmdive equal instalments of 20% of principalrtey on
10 December 2014;
- maturity: 10 December 2018;
- no early redemption clause has been provided for;
- subordination clause: if the Bank is wound up, lllonds shall only be repaid all other creditotsegally
subordinated have been satisfied;
- no provisions exist for conversion into shareitzhp

3. Tier 3 capital
The Banca Popolare di Cividale S.c.p.A. Group lesssued any financial instruments eligible farlusion
in Tier 3 capital.



B. Quantitative disclosures

31/12/2013 31/12/2012 %

A. Tier 1 capital before the application of prudent ial filters 231.919 338.750 -31,5%
B. Tier 1 capital prudential filters:

B.1 positive IAS/IFRS prudential filters (+)

B.2 negative IAS/IFRS prudential filters (-) - - -
C. Tier 1 capital after prudential filters (A+B) 231.919 338.750 -31,5%
D. Elements to deduct from Tier 1 capital (14.184) (12.139) 16,8%
E. Total Tier 1 capital (C-D) 217.735 326.611  -33,3%
F. Tier 2 capital before the application of prudent ial filters 64.857 69.083 -6,1%
G. Tier 2 capital prudential filters

G.1 Positive IAS/IFRS prudential filters (+)

G.2 Negative IAS/IFRS prudential filters (-) - - -
H. Tier 2 capital before deductions (G+F) 64.857 69.083 -6,1%
|. Elements to deduct from Tier 2 capital (14.184) (12.139) 16,8%
L. Total Tier 2 capital (H-1) 50.673 56.944 -11,0%
M. Elements to deduct from Tier 1 and Tier 2 capital - - -
N. Regulatory capital (E+L-M) 268.408 383.555 -30,0%
O. Tier 3 capital - - -
P. Regulatory capital included Tier 3 (N+O) 268.408 383.555 -30,0%

2.3 Capital adequacy

Qualitative disclosures

The Banca Popolare di Cividale Group has exceedgdlatory capital adequacy requirements. As at
31.12.2013, the ratio of Tier 1 capital to risk-glgied assets stood at 8.37 %, compared with 11&t1be
end of 2012. The ratio of regulatory capital t&kgeighted assets amounted to 10.37% (13.04% adritie

of 2012).

B. Quantitative disclosures

Weighted amounts /
requirements

HMM213 212 IMM213 31212

Unweighted amounts

A. RISK ASSETS

A1 CREDIT AND COUNTERPARTY RISK 6.767.198 7.139.328 2.349.043 2.726.042
1. Standard methodology 5.767.198 7.138.328 2.345.043 2725.042
2. Methodology based on internal ratings.

2.1 Base
2.2 Advanced
3. Securitisations

B. CAPITAL REQUIREMENT 5 208.1M 235.238

B.1 CREDIT AND COUNTERPARTY RISK 187.923 218.083

B.2 MARKET RISK 813 81
1. Standard methodology 813 201
2. Internal models - -

3. Concentration risk - -

B.3 OPERATIONAL RISK - -

1. Baze methodology 19.455 16.354

2. Standard methodology
3. Advanced methodology
B.4 Other capital requirements
B.5 Total capital reguirements
C. RISK-WEIGHTEDr ASSETS AND CAPTAL RATIOS
C.1 Risk-weighted assets
C.2 Tier 1 capital/ Risk-weighted assets (Tier 1 capital ratio)
C.3 Total capital / Risk weighted assets (Total capital ratio)

2.602.386 2.940.478
837% 11,11%
10,31% 13,04%

B o i
B ] i
i
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Chapter G — BUSINESS COMBINATIONS
SECTION 1 — TRANSACTIONS CONDUCTED DURING THE YEAR

1.1 Business combinations

No business combinations with parties externahe&o®roup governed by IFRSBsiness Combinations

were undertaken during the year.

In 2013, as part of the simplification of the Grtugtructure approved in March 2013, the Groupliea

the merger of Banca di Cividale and Nordest Bantathe Parent Company, Banca Popolare di Cividale,

authorised by the Bank of Italy on 31 October 2@ ctive for legal purposes from 30 December 2013

IAS 8 requires that in the absence of specific {gions of IASs/IFRSs entities use their judgmerapplying

an accounting standard that provides relevangbigiand prudent information and reflects the envoo

substance of the transactions, regardless of tbgal form. In accordance with those provisiong th
E——— |



accounting criteria for the business combinationdentaken in the context of the Group’s reorgaigsat
project, given that they do not have a signifigafitence on the merged companies’ cash flows,goves!
the continuity of values of the acquiree in thewa@'s financial statements. In particular, théues of the
assets acquired and liabilities assumed have mEmgmised on the basis of the values presentelein t
consolidated financial statements of the commomgto which the combining entities belong.

For detailed information regarding the transactiondertaken, refer to the information provided ma@ter

G on the notes to the separate financial statenwdritse Parent Company. In the consolidated fir@nci
statements, given the absence of economic exchatigthird entities, there were no effects othertihose
tied to the acquisition of minority interests. Theésansactions have been recognised in equity.

Chapter H — TRANSACTIONS WITH RELATED PARTIES
1. Information on the compensation of directors anchagement

1. Information on the compensation of directors andnanagement

The following table reports the compensation ofdhiectors, executives and other managers withegfia
responsibilities of the Parent Company and othe@u@icompanies.

Monetary remuneration Non-monetary benefits Bonuses and other Other Share-based
incentives remuneration payments
Directors. 851 - - - -
Senior managemeant 1.532 95 - 21 -
Management 508 25 - 33 -
Total 2.991 124 - 114 -

During the year, remuneration totalling €267 thowsaccrued to members of the Board of Statutory
Auditors.

2. Information on transactions with related parties
In accordance with IAS 24, as applied to the org@tional and governance structures of Banca Papdiar
Cividale S.c.p.A. and the other Group companies, fdllowing natural persons and legal entities are
considered to be related parties at the consotidates!:
» subsidiaries, i.e. companies over which the Paentpany directly or indirectly exercises control,
as defined in 1AS 27;
* associates, i.e. companies over which the Paremtp@oy directly or indirectly exercises a
significant influence, as defined in I1AS 28;
» joint ventures, i.e. companies over which the Ra@ampany directly or indirectly exercises joint
control, as defined in IAS 31;
* managers with strategic responsibilities and cdrtodlies, i.e. the Directors, Statutory Auditors,
General Manager and Assistant General Managelted®arent Company;
» other related parties, including:

» immediate family members (cohabiting partners,drbih, cohabiting partners’ children,
dependents of the person concerned or cohabitinggraof Directors, Statutory Auditors
or the General Manager of the Parent Company; and

» subsidiaries, joint ventures and companies sulpesignificant influence by the Directors,
Statutory Auditors, General Managers and Assis@emeral Managers of consolidated
companies, in addition to their immediate familymiers, as defined above.

The effects of transactions with related partieshenbalance sheet are presented in the followingsary
tables. The effects of transactions undertaken sutisidiaries are not reported as the procesaebly-line
consolidation involves the elimination of intragpobalances and transactions.



SUBSIMARIES AND ASSOCIATED EXECUTIVES AND OTHER RELATED

COMPAMIES UNDER COMPAMIES CONTROL BODIES PARTIES
Azsets
Loans to banks - - - -
Loans to customers - 14.655 210 18.018
Liabilities
Due to banks - - - -
Due to customers - 2587 1.852 2679
Income statement
Met interest income - 283 (13) 637
MNet commiszion income - 76 5 132
Other revenues - - - -
Administrative expenses - - 2.826 -
Guarantees and commitments - - - 535
Indirect funding - - 3.531 8.078

Dealings and transactions between Banca Popola@wvitiale Group companies take place within an
organisational model in which the Parent Compamgsponsible for strategic management and coordimat
of Group companies. Among other things, this inekidroviding these companies with key servicesetie
achieving significant economies of scale and engbdiubsidiaries to focus their resources on thetie c
businesses.

Dealings between Group companies mainly involveptioeision of services, deposits and financingaxs p
of ordinary interbank operations, as well as otb@ntractual arrangements for assistance and agvisor
services and the provisions of specialist seniicassipport of banking and financial operations.

Interbank transactions are settled at arm’s-lengtiditions. Other dealings are settled accordirgpaific
contractual agreements that — without prejudi¢dbeagoal of optimising synergies and generatingnenoes

of scale and scope at the Group level — are founged ongoing, objective parameters designed torens
transparency and substantive fairness. Pricegfoices rendered are calculated and formalised)ysioven
parameters that take account of actual use byaanpany.

Transactions with related parties other than conggethat are part of the Banca Popolare di CiviGatep.A.
Group are treated as normal banking operationsaamdrdinarily settled at arm's-length conditioos f
operations or offered on any more favourable tdongvhich employees are eligible.

Banking transactions with groups controlled by directors of the Company or other Banca Popolare di
Cividale S.c.p.A. Group companies are approvedaodance with Article 136 of the Consolidated Bagk
Act and settled at arm’s-length conditions for strelmsactions.

It should be noted that no transactions with relgiarties considered major transactions pursuattieo
Procedures for Related-Party Transactianiged above were undertaken during the reportergpd. Except
as disclosed above with regard to the businessicatitn, in 2013 there were no additional atypaad/or
unusual transactions to be disclosed pursuant te@wobulletin no. DEM/6064293 of 28 July 2006.

Chapter | - SHARE-BASED PAYMENTS
This item is not applicable to the Banca Popola@iddale S.c.p.A. Group.



Chapter L — SEGMENT REPORTING

Segment reporting disclosures have been prepareddardance with the provisions of IFRS 8, which
entered into force effective 2009. The Standardiireq that such disclosures be presented in a manne
consistent with the way in which the entity’s masiagnt makes operating decisions. Accordingly, the
identification of operating segments and the dsates presented in this section are modelled omtéanal
reports employed by the management in allocatisgueces to the various segments and analysing their
performances.

Criteria for identifying and aggregating operating segments

In application of IFRS 8 and as a consequenceeottimpany reorganisation transaction within theu@ro
(merger of Banca di Cividale S.p.A. and NordEst &a6.p.A. into Banca Popolare di Cividale S.c.p.A.)
operating segments were identified as coincidintty Wie individual companies comprising the Groug. F
segment reporting purposes at 31 December 2013pllbeving operating segments were identified (the
comparative figures at 31 December 2012 were esbtatcordingly):
* Retail and Corporate Bankthe segment dedicated to banking activity, whintludes Banca
Popolare di Cividale; and
» Leasing the segment dedicated to leasing activity thatuioles the Group’s leasing company,
Civileasing.

Businesses have been grouped into operating segrrerst manner that reflects the similarity of their
earnings profiles and of their sectors of operaitioterms of the nature of products and processespmer
type, distribution methods and regulatory context.

Segments are categorised by classifying the vawasp companies according to their core busine3$es
results for each segment are drawn from the sepfnaincial statements of the various entitiesoonlgined
on the basis of the separate financial statemdritseedegal entities assigned to each segmentssatjuo
reflect consolidated entries deemed immaterighéorésults of each individual segment.

The following considerations apply to the recomtibn of results for each sector and consolidagedIts:

- The measurement criteria for the segment repoptiagented in this section are consistent with those
employed in internal reporting, as required by maflle accounting standards; they are also
consistent with the accounting standards usedspgring the financial statements, inasmuch as they
have been deemed best suited to furnishing a trddadr presentation of the Group’s earnings and
financial position.

The figures from the comparative period have beetassified as appropriate.

Segment results — Income-statement data

31/12/2013 31/12/2012

RECLASSIFIED INCOME STATEMENT LEASING BANK TOTAL LEASING BANK TOTAL
Interestincome and similar revenues 8.921 131.198 140.119 9.330 149.844 159.174
Interest expense and similar charges (3.065) (54.594) (57.659) (4.676) (69.807) (74.483)
Net fair value changes in hedge relationships - (54) (54) - 1.118 1.118
Dividends and netincome (loss) of equity investments accounted

for using equity method - 1.278 1.278 - 1.912 1.912
FINANCIAL INCOME 5.856 77.828 83.684 4.654 83.067 87.721
Net commissions (249) 22.536 22.287 (345) 23.868 23.523
Other operating income (net of recovered expenses) 450 286 736 253 2517 2.770
Net trading income - 423 423 - 3.332 3.332
Gains (losses) from purchase/sale of loans and financial assets (229) 50.861 50.633 376 8.502 8.878
OPERATING REV ENUES 5.828 151.934 157.762 4.938 121.286 126.224
Personnel expenses (net of recovered expenses) (1.082) (40.226) (41.308) (903) (39.824) (40.727)
Other administrative expenses (net of recovered expenses) (1.035) (25.809) (26.843) (1.214) (26.513) (27.727)
Net impairment/w rite backs on property, plant and equipment and

intangible assets (excluding goodw ill) (85) (1.289) (1.374) (81) (1.506) (1.587)
OPERATING COST (2.202) (67.323)  (69.525) (2.198) (67.843) (70.041)
OPERATING INCOME 3.626 (67.323)  (69.525) 2.740 (67.843) (70.041)
Charges/w rite-backs on impairment of loans (5.770) (122.380) (128.150) (2.688) (37.855) (40.543)
Charges/w rite-backs on impairment of other assets - (1.051) (1.051) - (789) (789)
Net provisions for risks and charges (30) (2.380) (2.410) - (858) (858)
Profit (loss) on disposal of investments - - - 356 (0) 356
INCOME (LOSS) BEFORE TAX FROM CONTINUING OPERATIONS (2.174) (41.200) (43.375) 408 13.941 14.348
Tax on income from continuing operations 584 6.997 7.581 (347) (7.674) (8.021)
INCOME (LOSS) AFTER TAX FROM CONTINUING OPERATIONS (1.590) (34.203) (35.793) 61 6.267 6.328
NET INCOME FOR THE PERIOD (1.590) (34.203) (35.793) 61 6.267 6.328
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Segment results — Balance-sheet data

HMM22013 HMHA22012
ASSETS LEASING BANK TOTAL |LEASING BANK TOTAL
Financial assetz held for trading - 3512 3.512 - 11.198 11.152
Financial az=sets available for zale 18 1472115 1472132 18 1.393.347  1.393.365
Financial azzets held to maturity - 105.413 105.413 - 104.107 104.107
Due from banks 1.455 162,204 163.750 1.329 380.305 381634
Loans to customers 39823 274011 3.113.834 | 333.696 2844655 3183351
JMM22013 JMM22012
LIABILITIES LEASING BANK TOTAL |LEASING BANK TOTAL
Due to banks 254 550 716313 1.010.863 11.475 663.812 675,287
Due to customers 2953519 9893 25963412 T30 2675602 2682912
Debt zsecurities iszued - 730,284 T30.284 - 1107135  1.107.135

Cividale del Friuli, 18 March 2014

Banca Popolare di Cividale S.c.p.A.
The Board of Directors
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Certification of the consolidated financial statemats pursuant to Article 81+ter of Consob
Regulation No. 11971 of 14 May 1999, as amended

1. We, the undersigned, Lorenzo Pelizzo, in the caépaufi Chairman of the Board of Directors, and
Gabriele Rosin, in the capacity of manager resjbmgor the preparation of financial reports, ofnBa
Popolare di Cividale S.c.p.A., do hereby certifyrquant to Article 15&is, paragraphs 3 and 4, of
Legislative Decree No. 58 of 24 February 1998, thatadministrative and accounting procedures tsed
prepare the consolidated financial statements guhie period 1 January — 31 December 2013:

* were adequate with respect to the characteristitteecenterprise; and
» were effectively applied.

2. Our review of the adequacy and effective applicatbthe administrative and accounting procedures
used to prepare the consolidated financial statesvarand for the year ended 31 December 2013 asexib
on a model established by Banca Popolare di Ciwi@at.p.A. in accordance with thaernal Control —
Integrated Framework (CoSCgnd theControl Objectives for Information and Related Tealogies
(COBIT), which represent generally accepted internatigteatdards of reference for the internal control
system and financial reporting in particular.

3. Furthermore, we do hereby certify that:

3.1. the consolidated financial statements
a) have been prepared in accordance with the appdidgatgirnational accounting principles endorsed
by the European Community pursuant to Regulatiof)(Ro 1606/2002 of the European
Parliament and the Council of 19 July 2002;
b) correspond to the results of accounting books endrds; and
c) are suited to furnishing a true and fair represemaof the financial performance and financial
position of the issuer and the set of enterprisésmthe scope of consolidation.

3.2.The consolidated report on operations includediabte analysis of operating performance and result
as well as the situation of the issuer and thefsetterprises included within the scope of comlstion,
in addition to a description of the main risks amdertainties to which it is exposed.

Cividale del Friuli, 18 March 2014

The Chairman of the Board of Directors Managsponsible for financial reports
Lorenze Pelizzo Gabriele Rosin
[signed] [signed]



Banca Popolare di Cividale Banking Group

Independent Auditors’ Report on the consolidated fiancial statements of Banca Popolare di
Cividale for the year ended 31 December 2013

Reconta Emst & Young SpA Tel +39 D45 8312511
Via isonzo, 11 Fax +39 D45 8312550
37126 Verona ey.com
Building a better
working world

Independent auditors’ report
pursuant to art. 14 and 16 of Legislative Decree n. 39 dated 27 January 2010
(Translation from the original Italian text)

To the Shareholders of Banca Popolare di Cividale S.C.p.A.

1. We have audited the consolidated financial statements of Banca Popolare di Cividale
S.C.p.A. and its subsidiaries (“Banca Popolare di Cividale Group™) as of and for the year
ended December 31, 2013, comprising the balance sheet, the income statement, the
statement of comprehensive income, the statement of changes in shareholders' equity, the
statement of cash flows and the related explanatory notes. The preparation of these
financial statements in compliance with International Financial Reporting Standards as
adopted by the European Union and with art. 9 of Legislative Decree n. 38/2005 is the
responsibility of Banca Popolare di Cividale S.c.p.A.’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

2. Our audit was performed in accordance with auditing standards recommended by CONSOB
(the Italian Stock Exchange Regulatory Agency). In accordance with such standards, we
planned and performed our audit to obtain the information necessary to determine
whether the consolidated financial statements are materially misstated and if such financial
statements, taken as a whole, may be relied upon. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, as well
as assessing the appropriateness and correct application of the accounting principles and
the reasonableness of the estimates made by management. we believe that our audit
provides a reasonable basis for our opinion.

For the opinion on the consolidated financial statements of the prior year, which are
presented for comparative purposes, reference should be made to our report dated April 9,
2013.

3. Inour opinion, the consolidated financial statements of the Banca Popolare di Cividale
Group at December 31, 2013 have been prepared in accordance with International
Financial Reporting Standards as adopted by the European Union and with art. 9 of
Legislative Decree n. 38/2005; accordingly, they present clearly and give a true and fair
view of the financial position, the results of operations and the cash flows of the Banca
Popolare di Cividale Group for the year then ended.
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4, The management of Banca Popolare di Cividale S.c.p.A. is responsible for the preparation
of the Directors’ Report on operations in accordance with the applicable laws and
regulations. Our responsibility is to express an opinion on the consistency with the financial
statements of the Directors’ Report on operations and the specific section on Corporate
Governance regarding the information included therein in compliance with art. 123-bis
paragraph 2, letter b) of Leqgislative Decree n. 58/1998, as required by the law. For this
purpose, we have performed the procedures required under Auditing Standard 001 issued
by the Italian Accounting Profession (CNDCEC) and recommended by CONSOB (the Italian
Stock Exchange Regulatory Agency). In our opinion the Directors’ Report on operations
and the information reported therein in compliance with article 123-bis paragraph 2, letter
b) of the Legislative Decree n. 58/1998,in the specific section of the report, are consistent
with the consolidated financial statements of the Banca Popolare di Cividale Group as of
December 31, 2013.

Milan, April 9, 2014

Reconta Ernst & Young S.p.A.
signed by: Marco Bozzola, Partner




Attachments to the consolidated financial statemestof Banca Popolare di Cividale
Property, plant and equipment subject to revaluatio

Uze Historic Revaluation Law Law Law Law Carrying
cost from 5T6ITS T2183 413091 266/05 Deprecia amount
cotribution tion
BRC SCpa ATTIMIS - - - - - - - - -
Via Cividale 2 FUNZ. 245 - - - 123 182 320 230
BRC SCpas BUTTRIO - - - - - - - - _
Wia Div. Julia 26 FUNZ. 247 - - 53 286 532 512 606
BRC 5Cpa&s CIVIDALE - - - - - - - - -
Piazza Duomo & FUNZ. 5.353 727 101 308 1.016 7.878 4.903 10.569
Piazza Duomo & FUNZ. 108 - - - - 113 52 169
BRC SCp& CIVIDALE - - - - - - - - -
Via Cavour FUNZ. 25 - 2 66 54 247 210 284
\ia Cawvour FUNZ. 62 - - 59 184 289 71 573
BRC SCpa  PAVIA DI UDINE - - - - - - - - _
ia Persereano 7 FUNZ. 236 - - - - 181 154 263
ia Persereano 8 FUNZ. 25 - - - - 20 10 35
Wia Persereano 9 FUNZ. 3 - - - - 2 b 3
BRC SCpa POVOLETTO - - - - - - - - -
Piazza Liberta 4/5 FUNZ. 353 - - - 184 439 S04 472
BRC SCpA REMANZACCO - - - - - - - - -
Fiazza P. Diacono FUNZ. 346 - - M 169 840 612 844
Piazza P. Diacono FUNZ. 21 - - - 5 29 24 M
Piazza P. Diacono CIVILE 36 - - 3 - 52 - 91
BPC SCpA 5. GIOVANHNI AL NATI - - - - - - - - -
Via L. da Vinci 7 FUNZ. 436 - 25 105 502 1.240 1.030 1.328
BRC SCp& 5. LEONARDO - - - - - - - - -
Via Scrutto 114 FUNZ. 181 - - - i 140 238 161
BPC SCpas TAVAGHACCO - - - - - - - - -
Wia Udine 51 FUMZ. 1.046 - - - - 360 598 808
BRC SCp& UDINE - - - - - - - - -
Piazzale XX Luglio n. FUNZ. 1.279 - - - - 173 511 941
BPC SCpA UDINE - - - - - - - - -
Wia Marsala 62 FUNZ. 546 - - - - ] 210 345
BRC SCp& GRADO - - - - - - - - -
“ia Marina 16 FUNZ. 399 - - - - 29 173 315
BPC SCpAa  SPILIMBERGO - - - - - - - - -
Corso Roma 37 FUNZ. 320 - - - - 73 141 252
BRC SCpa PALMANOVA - - - - - - - - -
Fiazza Grande 12 FUNZ. ] - - - - 73 214 405
BPC SCpAa 5. VITO AL TAGLIAM - - - - - - - - -
Wiale del Mattino 2 FUNZ. 616 - - - - 16 147 485
Viale del Mattino 2 FUNZ. 19 - - - - 1 5 15
BRC SCpA PORDENONE - - - - - - - - -
Corso Garibaldi 59 FUNZ. T - - - - g2 264 545
BRC SCpa PRATA DI PORDENON - - - - - - - - -
Wia Dante 3 - Fraz. Puj FUNZ. 207 - - - - 10 54 153
BRC SCpA SACILE - - - - - - - - -
Viale Lacchin 34 FUNZ. 280 - - - - i3] 98 245
BRC SCpa MANZAND - - - - - - - - -
Wia della Stazione FUNZ. 929 - - - - 53 281 7

ragt



Use Historic Revaluation Law Lawr Law Law Carrying

cost from ETGITH 72183 #¥91 266005 Deprecia amount
cotribution tion

BPC SCpaA  GORIZIA - - - - - - - - -
Corso Verdi 40 FUNZ. 913 - - - - 133 314 732
BPC SCpa  SAMN GIORGIO DI NOG. - - - - - - - - -
Viale Europa Unita 15 FUNZ. 27T - - - - 21 79 9
BPC SCpA  CIVIDALE - - - - - - - - -
Corso Mazzini FUNZ. 1.815 - - - - 72 200 1.687
BPC SCpa CORDENONS - - - - - - - - -
Wia Martiri della Libertd FUNZ. 560 - - - - - 99 561
BPC SCpaA  UDINE - - - - - - - - -
Via Marco Volpe FUNZ. 138 - - - - - 3 136
BRC SCpA  Cividale del Friuli - - - - - - - - -
Corso Mazzini 36 FUNZ. 601 - - - - - 75 526
BPC SCpaA  Udine - - - - - - - - -
ia Vittorio Veneto FUNZ. 3.803 - - - - - 418 3.385
BRC SCp& Cormons - - - - - - - - -
Corte Leon Bianco FUNZ. 209 - - - - - 85 723
BRC SCpA  Porcia - - - - - - _ _ _
Calle del Carbon n. 15 FUNZ. 487 - - - - - 50 417
BPC 5Cpa Tolmezzo - - - - - - - - -
“ia Matteotti FUNZ. 1.034 - - - - - 115 919
BPC 2CpaA  Udine - - - - - - - - -
ia della Prefettura FUNZ. 112 - - - - - 10 102
BRC SCp&A  San Daniele - - - - - - - - -
Viale Venezia FUNZ. 760 - - - - - 23 67T
BPC SCpa  Cividale del Friuli - - - - - - - - -
“ia Carlo Alberto FUNZ. 1.080 - - - - - 126 954
BPC SCpa  Sacile - - - - - - - - -
Viale Lacchin n. 36 FUNZ. 217 - - - - - 14 203
BRC SCpA Mestre - - - - - - - - -
Riviera XX Settembre  FUNZ. 2.051 - - - - - 115 1.936
BPC SCpa  Cividale del Friuli - - - - - - - - -
Wia dei Miani FUNZ. 282 - - - - - 15 267
BPC SCpaA  CIVIDALE - - - - - - - - -
“fia Foramitti FUNZ. 35643 - - - - - - 35.643
CVL Spa Gorizia - - - - - - - - -
Via del Monte Santo m. [NV 1.400 - - - - - 42 1.358
CVL Spa Castion di Strada - - - - - - - - -
“ia Mapoleonican. @ NV 2873 - - - - - 473 2,500

TBG Srl CIVIDALE
ia Foramitti INV 9.555 - - - - - - 0,555
TOTAL 79.221 727 128 825 2611 13,525 13.665 83.3M



Disclosure of fees for services rendered by the irgendent auditors pursuant to Article 149-

duodeciesof Consob Regulation No. 11971/1999

Type of zervice
Services provided to the Parent ank Banca Popolare di Cividale Scpa
Independent auditors: Reconta Ernest & Young
- Auditing services
- Inspection services for the purpose of izzuing certification (**)
- Other services

Companies belonging to the independent auditors' network: Ernst & Young FBA S.p.A:

- Other zervices - Support services to activities of reporting, analysis and formalisation of the
administrative/accounting procedures
- Other zervices - Support services to the implementation of the process of internal capital
adequacy azseszsment (ICAAP) Bazel 2
- Other zervices - Support =ervices for project analysis model for the evaluation of unlisted
debt =zecurities of the Group
Total

Fees paid in 2013
183.866

183.866

50,000

0.000

233.966

G1

/



Reconciliation of consolidated balance sheet andakassified consolidated balance sheet

RECLASSIFIED BALANCE SHEET - Assets

Balance sheet - Assets

JMM22013 311212012

Cash and cash eguivalents 10 - Cash and cash eguivalents 20,021 25.501
Financial assets held for trading 20 - Financial assets held for trading 3.512 11.198
Financial assets available for sale 40 - Financial assets available for sale 1.472132  1.383.365
Financial assets held to maturity 50 - Invetments held to maturity 105.413 104.107
Due from banks 60 - Due from banks 163.750 383227
Loanstoc s 70-Loanstoc s 3.113.834 3182832
Hedging derivatives 80 - Hedging derivatives - -
Equity inv 100 - Inv in associates and c subject to joint 7.529 8.635
Property and eguipment and intangible assets 120 - Property and eguipment 86.998 77.260

130 - Intangible assets 19.379 19.247
Other assets 140 - Tax assets 73.883 42115

150 - Men-current assets held for sale and discontinued operations - -

160 - Other assets 30.757 35.082
Total assets 5.097.256 5.286.569

RECLASSIFIED BALANCE SHEET - Liabilities

Balance sheet - Liabilities and shareholders' equity

JMM22013 3111212012

Due to banks 10 - Due to banks 1.010.863 970.238
Direct funding from customers 20 - Due to customers 2968412 2680797
30 - Debt securities issued 730284 1.107.135
Financial liabilties held for trading 40 - Financial liabilties held for trading 965 2.073
Hedging derivatives 60 - Hedging derivatives - 2915
Other liabilties 80 - Tax liabilties 27.056 26.289
90 - Liabilties associated with dizscontinued operations - -
100 - Other liabilties 89.277 92923
Specific provisions 110 - Employee termination benefits 5658 5647
120 - Provisions for risk and charges: 3.436 1.289
Shareholders’ equity pertaining to minority interests 210 - Minority interest (+/-) - 57.659
Shareholders® equity 140 - Valuation rezerves 8.552 28.730
170 - Reserves 38.820 63.752
180 - Share premiums 188.570 196.529
180 - Share capital £1.068 50.783
200 - Treasury shares (-} 7y (9.740)
220 - Metincome (loss) for the period (+/-) (35.793) 9.553
Total liabilities 5.097.258 5.286.569

Reconciliation of consolidated income statement aneclassified consolidated income statement

RECLASSIFIED INCOME STATEMENT

Consolidated income statement

31/12/2013 31/12/2012

Net interest income (including result of hedging) 30 - Net interest income 82.460 84.690
90 - Fair value adjustments in hedge accounting (54) 1.118
Total Net interestincome (including result of hedg ing) 82.406 85.809
Dividends and net income (loss) of equity investments accounted for using equity method 70 - Dividends and similar income 996 771
240 - Profit (loss) on equity investments 282 1.141
270 - Profit (loss) on disposal of investments - 356
Total Dividends and netincome (loss) of equity inv estments accounted for using equity method 1.278 2.268
Net commissions 60 - Net commission income 22.287 23.523
Other operating income (net of recovered expenses) 220 - Other operating income (expenses) 6.595 7.528
220 (partial) - Other operating income (expenses) - Recovery of indirect taxes (5.859) (4.663)
Total Other operating income (net of recovered expe nses) 736 2.865
Net trading income 80 - Net trading income 423 3.332
Gains (losses) from purchase/sale of loans and financial assets 100 - Profit (loss) on disposal or repurchase of: 0
a) loans 852 65
b) financial assets available for sale 51.586 11.596

c) financial assets held to maturity - -
d) financial liabilities (1.806) (2.783)
Total Gains (losses) from purchase/sale of loans an  d financial assets 50.633 8.878
OPERATING REVENUES 157.762 126.674
Personnel expenses 180 a) personnel expenses (41.308) (40.726)
Other administrative expenses (net of recovered expenses) 180 b) other administrative expenses (32.702) (32.485)
220 (partial) - Other operating income (expenses) - Recovery of indirect taxes 5.859 4.663
Total Other administrative expenses (net of recover ed expenses) (26.843) (27.822)
Net impairment/w rite backs on property, plant and equipment and intangible assets (excluding ¢ 200 - Net impairment/w rite-backs on property, plant and equipment (1.266) (1.331)
210 - Net impairment/w rite-backs on intangible assets (108) (256)
Total Net im pairm ent/write backs on property, plant and equipment and intangible assets (excluding goo dwill) (1.374) (1.587)
OPERATING COST (69.525) (70.135)
INCOME (LOSS) FROM OPERATING 88.237 56.539
Goodw ill impairment 260 - Goodw ill impairment (1.051) -
Charges/w rite-backs on impairment of loans 130 a) loans (118.911) (40.543)
Charges/w rite-backs on impairment of other assets 130 b) financial assets available for sale (9.281) (836)
130 c) financial assets held to maturity - -
130 d) other financial transactions 42 47
Total Charges/write-backs (128.150) (41.332)
Net provisions for risks and charges 190 - Net provisions for risks and charges (2.410) (858)
INCOME (LOSS) BEFORE TAX FROM CONTINUING OPERATIONS (43.374) 14.349
Tax on income from continuing operations 290 - Tax on income from continuing operations 7.581 (8.022)
INCOME (LOSS) AFTER TAX FROM CONTINUING OPERATIONS (35.793) 6.327
Income (loss) after tax from discontinued operations 310 - Income (loss) after tax from discontinued operations - -
Minority interest 330 -Minority interest - 3.226
NET INCOME FOR THE PERIOD ATTRIBUTABLE TO THE PAREN T COM PANY (35.793) 9.553
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FINANCIAL STATEMENTS
Balance sheet

Balance sheet - Assets IMMZi2013 HMMzi2012
10 Cash and cash eguivalents 20.019.721 -
20 Financial agsets held for trading 3.512.363 4.761.428
A0 Financial assets available for =ale 1.472.114.820 1.338.051.425
50 Invetments held to maturity 105.412.626 104.107.350
&0 Due from banks 162.911.810 T00.817.181
TO Loans to customers 3.082.164. 158 756.951.051
100 Investments in associates and companies subject to joint 36.717.835 204.554 579
110 Property and eguipment T72.511.967 29.5953.708
120 Intangible assets 19.135.500 -
of which:
- goodwill 19.135.900 -
130 Tax assets 58.420.363 4,230,335
aj current 16.508. 962 3.706.838
b} deferred 51.830.401 S523.4897
150 Other asssts 30.526.823 7.113.008
Total assets 5.073.557.196 3.150.340.045
Balance sheet - liabilities and shareholders" equity SI1M2/2013 31252012
10 Due to banks S97.921.834 510.443.014
20 Due to customers 2.8958.519.304 1.185. 802122
30 Debt securities issued ¥30.283.917 14223627
40 Financial liakilties held for trading O65.035 45775
50 Hedging derivatives - 25914932
a0 Tax liabilities 25.113.142 17.180.945
a) current 18.992.2599 B8.990.523
b} deferred T A20.843 8.190.422
100 Other liabilities 83.635.968 8.517.538
110 Employee termination benefis 5.644 545 418.840
120 Prowvizions for rick and charges: 3.286.111 17.000
b} other provizions 3.206.111 17.000
130 “aluation reserves 8.551.574 15.580.920
160 Reserves 42 845 457 38.045.895
170 Share premiums 198.569.529 195 525 480
180 Share capital 51.057.947 50.783.289
190 Treasury shares (-} (F.277T) (5. 740.441)
200 Met income (loss) for the period (+/-) (33.850.000) 14172259

Total liabilities and shareholders" equity

5.073.557.196

3.150.340.045

The comparative period has been reclassified dikegaetrospective application of accounting standiAS 19.

Income statement

Income statement INM22013 IMM2zo2
10 Interest income and similar revenues 135.250.801 82.287.052
20 Interest expense and similar charges (57.495.215) (38.724.338)
30 Net interest income 77.764.986 23.502.754
40 Commission income 28978253 443 534
S50 Commission expense (7.020.743) (2.862.925)
60 Net commission income 21.955.510 (2.214.391)
70 Dividends and similar income 1332973 1.544.300
20 Met trading income 422 928 3114135
S0 Fair value adjustments in hedge accounting (53.830) (263.944)
100 Profit (loss) en disposal or repurchase of S0.881.422 T.805.031
a) loans 1.080.877 31.508
b} financial azsets available for zale 51.586.307 10.641.920
d} financial liabilities (1.805.762) (2.868.797)
120 Total income 152.284.049 33.487.885
130 Charges/write-backs on impairment of: (120.209.609) (1.560.584)
a) loans (110.970.749) (743.597)
b} financial azsets available for sale (9.280.797) (825.987)
d) other financial transactions 41.937 -
140 MNet Financial income 32.074.440 31.918.501
150 G&& expenses: (71.885.208) (11.498.311)
a) personnel exXpenses (40.189.145) (8.502.654)
b} other administrative expenses (31.676.063) (2.9897.157)
160 Net provisions for risks and charges (2.379.805) -
170 Net impairment/write-backs on property, plant and equipment (1.221.560) (219.967)
180 Net impairment/write-backs on intangible aszets (67.451) (0
190 Other operating income (expenses) 65.862.538 5.602.930
200 Operating cost |68.671.456) [6.116.848)
210 Profit (loss) on equity investments (4.087.980) (3.352.267)
250 Income (loss) before tax from continuing operations (40.685.026) 22,449,185
260 Tax on income from continuing operations 65.835.026 (8.276.926)
270 Income (loss) after tax from continuing operations (33.850.000) 14.172.259
290 Net income for the period |33.850.000) 14.172.259




Statement of comprehensive income

31/12/2013 31/12/2012

10 NET INCOME (LOSS) (33.850.000) 14.172.259
Other comprehensive income (net of tax)

40 Actuarial gains (losses) from defined benefit plans 184.523 (69.259)

100 AFS financial assets (10.645.917) 27.261.703

a) fair value changes (10.645.917) 27.261.703

130 Total other income, net of income taxes (10.461.394) 27.192.444

140 Comprehensive income (10 + 130) (44.311.394) 41.364.703

Statement of changes in shareholders’ equity (2013)

Allocation of result Changes during the year
for previous period Equity operations
) o
b}
o 3 @ E =
3 ¢ v S 2 . & E 2.,
- S o L (3} 2 e " =3 £
2013 3 @ 5 2 2 S5 ) z S 2% g3
= o < (i @ S = 5 2 = c o v
s = » © 5 e 2 ) =% T o 2 &y
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3 @ 2 o SRS & 2 0 b 8 gL &
o © 4] a e S = 2 S a
g = 5 & g $ = 5
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> S o =} o
a a a % 2
Share capital 50.783.289 - - - 284658 - - - - 5 1.067.947
a) ordinary shares 50.783.289 - - - 284.658 - - - - - 51.067.947
b) other shares - - - - - - - - - - -
Share premium reserve 196.529.480 - - - 2.040.049 - - - - - 198.569.529
Reserves 38.045.695  7.747.543 - (2947.771) - - - - - - 42.845.467
a) income 38.045.695  7.747.543 - (2947.771) - - - - - 42.845.467
b) other (0) - - - - - - - - - (0)
Valuation reserves: 19.980.920 - - (967.952) - - - - (10.461.394) 8.551.574
a) available for sale 16.782.295 - - (802.519) - - - - - (10.645.917) 5.333.859
b) cash flow hedging - - - - - - - - - - -
c) other (¥) 3.198.625 - - (165.433) - - - - - 184.523 3.217.715
Equity instruments - - - - - - - - -
Treasury shares (9.740.441) - - 9.733.164 - - (7.277)
a) of Parent Company (9.740.441) - - 9.733.164 - - - - - - (7.277)
b) of subsidiaries - - - - - - - - - - -
Net income (loss) for the period 14.172.260  (7.747.543) (6.424.717) - - - - - - (33.850.000) (33.850.000)
Shareholders' equity 309.771.202 - (6.424.717) 5.817. 441  2.324.707 - - - - (44.311.394) 267.177.239
(*) The amount refers to valuation reserves forpedy, plant and equipment.
. , .
Statement of changes in shareholders’ equity (2012)
= Changes during the year “
g. Allocation of result E
Sl For previous period Equity operations g g
= =
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Share capital 50.788.023 - - (4.734) - - - - - - 50.783.289
a) ordinary ghares 50.788.023 - - (4.734) - - - - - - 50.783.289
b} other shares - - - - - - - - - - -
Share premium reserve 196.529.450 - - - - - - - - - 196.529.450
Reserves 34.234.071 3.711.797 - 99.827 - - - - - - 38.045.695
a) income 34.234.0M1 3711797 - 99.827 - - - - - - 38.045.695
b} other - - - - - - - - - - -
\ ion reserves: (7.214.851) - - 3327 - - - - - 27.192.444 19.980.920
a) available for sale (10.479.408) - - - - - - - - 27281703 16.782.295
b} cash flow hedging - - - - - - - - - - -
c) other (%) 3264557 - - 3.327 - - - - - (69.259) 3.198.625
Equity instruments - - - - - - - - - - -
Treasury shares - - - - (9.740.441) - - - - - (9.740.441)
a) of Parent Company - - - - (9.740.441) - - - - - (9.740.441)
b} of subsidiaries - - - - - - - - - - -
Net income (loss) for the perio 11.630.000  (3.711.797) (7.918.203) - - - - - - 14.172.260 14.172.260
Shareholders' equity 285.966.723 - (7.918.203) 95.420 (9.740.441) - - - - 41.364.703 309.771.202

(*) The amount refers to valuation reserves forgaudy, plant and equipment.
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Statement of cash flows

CASH FLOW STATEMENT
OPERATING ACTIVITY 31/12/2013 31/12/2012
1. Operations 98.282.137 69.795.299
- interestincome received (+) 136.689.492 155.937.971
- interest expense paid (-) (41.837.942) (65.999.378)
- dividends and similar revenues - -
- netcommissions (+/-) 26.153.170 23.739.876
- staff costs (37.707.583) (37.352.630)
- other expenses (-) (39.873.381) (23.831.404)
- other revenues (+) 54.858.381 16.925.734
- taxes and duties (-) - 375.131
2. Liquidity generated/absorbed by financial assets L(+-) 106.641.027 (518.726.623)
- financial assets held for trading 7.685.454 14.322.155
- financial assets recognised at fair value - -
- financial assets available for sale (78.767.206) (613.782.631)
- loans to custumers (33.276.358) (96.959.372)
- due from banks: repayable on demand 623.893 46.766.660
- due from banks: other 216.964.028 115.411.784
- other assets (6.588.784) 15.514.782
3. Liquidity generated/absorbed by financial liabil ities: (+/-) (104.908.851) 419.911.198
- due to banks: repayable on demand (1.372.923) (232.232.653)
- due to banks: other 20.747.239 80.997.162
- due to customers 282.459.011 1.024.197.285
- securities issued (377.650.000) (494.161.585)
- financial liabilities held for trading (1.108.146) (2.237.441)
- financial liabilities recognized at fair value - -
- other liabilities (27.984.032) 43.348.429
Net liquidity generated/absorbed by operating activ ity A (+/-) 100.014.313 (29.020.126)
INVESTING ACTIVITY
1. Liquidity generated by: (+) 1.332.973 1.371.112
- disposal of equity investments - -
- dividends received on equity investments 1.332.973 1.545.724
- disposal of financial assets held to maturity - -
- disposal of property, plant and equipment - -
- disposal of intangible assets - (174.612)
- disposal of subsidiaries and business units - -
2. Liquidity absorbed by: (-) (9.186.413) 49.731.495
- purchase of equity investments 1.087.980 (29.379.280)
- purchase of financial assets held to maturity (1.305.276) 76.227.608
- purchase of property, plant and equipment (8.969.117) 2.883.167
- purchase of intangible assets - -
- purchase of subsidiaries and business units - -
Net liquidity generated/absorbed by investing activ ity B (+/-) (7.853.440) 51.102.607
FUNDING ACTIVITY
- issue/purchase of own shares (91.216.881) (9.241.392)
- issue/purchase of capital instruments - -
- distribution of dividends and other uses (6.424.717) (7.918.203)
Net liquidity generated/absorbed by funding activit yC (+-) (97.641.598) (17.159.595)
NET LIQUIDITY GENERATED/ABSORBED DURING THEPERIOD D=A+/-B+/-C (5.480.725) 4.922.886
RECONCILIATION
Cash and cash equivalents at the start of the period E 25.500.445 20.577.559
Total net liquidity generated/absorbed during the period D (5.480.725) 4.922.886
Cash and cash equivalents: effect of exchange rate changes F - -
Cash and cash equivalents at the end of the period G=E+/-D+/-F 20.019.721 25.500.445




NOTES TO THE SEPARATE FINANCIAL STATEMENTS
Chapter A — ACCOUNTING POLICIES
A.1 - GENERAL INFORMATION

Section 1 Statement of compliance with internatioaaccounting standards
In application of Legislative Decree No. 38 of 28Fuary 2005, the separate financial statemerBanta
Popolare di Cividale are prepared in accordanch thi¢ international accounting standards (IASs/IB)RS
issued by the International Accounting Standardar8g¢lASB) and endorsed by the European Union, the
adoption of which was compulsory at 31 December32@icluding the relative Interpretations of the
International Financial Reporting Interpretationn@uittee (IFRIC), as established by Regulation (EG)
1606 of 19 July 2002.
The financial statements for the year ended 31 mDbee 2013 have been prepared on the basis of the
instructions issued by the Bank of Italy within theope of its regulatory powers governing the tain
form of the financial statements of banks and farninstitutions as set forth in Legislative Dezmdo.
38/05Instructions for the Preparation of the Separatel &onsolidated Financial Statements of Banks and
Financial Institutions that are the Parent Companif Banking Group§Order of 22 December 2005 —
Circular No. 262 — second update of 21 January R@King account of the changes announced by émé B
of Italy.
Thoselnstructionsset out a compulsory presentation for the findngfatements and the basis for the
preparation thereof, as well as the contents ohtties to the financial statements.
The financial statements have been prepared ubmgnternational accounting standards in forcelat 3
December 2013 (including the SIC and IFRIC intetgdren documents).
During 2013, the European Commission publishedfalewing regulations endorsing new international
accounting standards and amendments of accourtéingasds already in force:
- No 183/2013 of 4 March 2013, adopting amendmentERS 1First-time Adoption of International
Financial Reporting StandardsGovernment Loans
- N0 301/2013 of 27 March 2013, adoptingprovements to International Financial Reportirtgr&lards
—2009-2011 Cycle
- No 313/2013 of 4 April 2013, adopting IFRS @©onsolidated Financial Statement&RS 11Joint
Arrangementsaind IFRS 1Disclosure of Interests in Other Entitiezpplicable on a compulsory basis
effective 1 January 2014;
- No 1174/2013 of 20 November 2013, concerning imaest entities, amending International Financial
Reporting Standards (IFRSs) 10 and 12 and IntematiAccounting Standard (IAS) 27;
- No 1374/2013 of 19 December 2013, adopting additiatisclosures concerning the recoverable
amounts of non-financial assets (amendments taB&S
- No 1375/2013 of 19 December 2013, adoptNayation of Derivatives and Continuation of Hedge
Accountinglamendments to IAS 39).
- With respect to the standards included in the fir@rstatements for the previous year, attentiaukh
be drawn to the entry into force of the followingrh 1 January 2013:
- the amendments to IAS 1Rresentation of ltems of Other Comprehensive Ingome
- IAS 19 Employee Benefits
- IFRS 13Fair Value Measurementhe standard that defines fair value and proval&ésmmework of
reference for determining fair value, as well agjureng additional disclosures concerning
measurements;
- the amendments to IFRS 7 and IAS 32 concerningffisetting of financial assets and liabilities.
With regard to gains and losses recognised dirgotlgquity, the amendment to IAS 1 provides for a
distinction between elements that may or may natbgcled to profit or loss. The implementatiortlus
amendment takes the form of a simple disclosure.
The main change incorporated in the new versidd8f19 relates to the provision of a single criterfor
accounting for actuarial gains and losses deriftiagn the measurement of defined-benefit plansabt, f
with respect to the previous version of the Stamdtire possibility of recognising all actuarial mgiand
losses immediately in profit or loss (the approtdten by the Group through 31 December 2012) has be
eliminated, and such gains and losses must nowdagnised in a specific item of equity to be préesgin
other comprehensive income.



The application of IFRS 13 does not extend the sadpapplication of fair value measurement, buteat
provides guidelines concerning how to measure direvilue of financial instruments and non-finahcia
assets and liabilities already required or allowegdother accounting standards. Fair value measureme
rules, previously present in various standardsoime cases with inconsistent provisions, have biees
concentrated into a single standard. Consideriagrtiany of the concepts of IFRS 13 are consistéht w
the current practice, the new Standard does na aaignificant impact on the Bank’s measurements.

On the other hand, fair value disclosure obligatibave been expanded to extend to financial and non
financial assets and liabilities measured at fallug on a non-recurring basis. These obligationse we
incorporated into the second update to Bank of i&afcular No. 262.

The amendment to IFRS 7 aims to reconcile IFRSetffgy rules — as defined in IAS 32 — with US GAAP
offsetting rules by requiring that the effects efiting arrangements on financial assets and liegsilbe
mentioned by providing a disclosure in the notes.

The publication of the consolidated financial sta¢ats for the year ended 31 December 2013 wasraetio
by the Board of Directors on 18 March 2014.

Section 2 General basis of preparation

The financial statements consist of the balancetshreeome statement, statement of comprehensiegria,
statement of changes in shareholders’ equity, rete of cash flows and the notes to the financial
statements. A report on operations, earnings seaoll financial position has also been includee.figures
presented in the financial statements and in thiespa@as well in the report on operations, are esgae in
thousands of euro, unless otherwise indicated. fillamcial statements and notes include figuresttier
period under review as well as comparative daglddecember 2012. The financial statements have bee
prepared in application of the general preparaponciples set forth in IAS 1, the accounting stanis$
illustrated in Chapter A.2 of the notes (internatibaccounting standards endorsed by the EuropeamU
the adoption of which was compulsory at 31 Decer284) and the general requirements laid downen th
Framework for the Preparation and Presentation ehdfcial Statementsirafted by the International
Accounting Standards Board (IASB).

Measurement criteria have been adopted in viewhefdontinuity of company activity and reflect the
principles of accruals-basis accounting, the maligriand significant of accounting information atice
prevalence of economic substance over legal form.

In particular, the directors may reasonably extleat the Bank will continue to operate as a goimgcern

for the foreseeable future (at least twelve monéms) have prepared the financial statements orirgy-go
concern basis. Any uncertainties identified arematerial and do not cast doubt on the abilitygerate as

a going concern.

The financial statements for the year ended 31 Dbee 2013 have been prepared in a clear manner and
provide a fair and true representation of the Bsufikiancial position and earnings results for thary

Contents of the financial statements

The balance sheet and income statement consisinag,i sub-items and further information (the “ofietl
within items and sub-items). In the income stateimewenues are indicated without sign, whereas @e
presented in parentheses.

The statement of comprehensive income consisterobithat show changes in the carrying amountsatas
during the year recognised through valuation reserMegative amounts are presented in parentheses.
The statement of changes in shareholders’ equésemts the composition of and changes in sharaisblde
equity accounts during the reporting year and tleipus year, broken down into share capital, gquit
reserves, reserves from retained earnings, restpraghe valuation of assets or liabilities and ineome

or loss. Treasury shares are deducted from shaisbequity.

The statement of cash flows has been prepareddingoto the direct method, which shows the main
categories of gross receipts and payments. Casls flmve been presented by distinguishing between
operating, investing and financing activity.

The notes to the financial statements include tiferination provided for by International Financial
Reporting Standards and Circular No. 262/2005 ef2hnk of Italy (second update of 21 January 2014).
The financial statements and notes include figioethe period under review as well as comparalata at

31 December 2012.
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Section 3 Subsequent events
Please refer to the corresponding section of thert@n operations.

Section 4 Other issues

During the year, there were no transactions orsvefia non-recurring nature beyond the normal s®of
business with a material impact on operating peréorce or financial position aggregates (Consobddoti
No. DEM/6064293 of 28.7.2006), with the exceptidntlte acquisition of the minority interests in the
subsidiaries Banca di Cividale S.p.A. and NordEsida S.p.A. and the merger of the two subsidi®#®a

di Cividale S.p.A. and NordEst Banca S.p.A. inte Barent Company, Banca Popolare di Cividale &.c.p.
This latter transaction was undertaken in the cdrithe reorganisation of the Banca Popolareidid@le
Group and thus did not have a material effect erctinsolidated financial statements.

Tax consolidation

For the three-year period from 2012 to 2014, theeitaCompany and the subsidiary Civileasing S.p.A.
adopted the consolidated taxation mechanism. Th@mpgoverned by Articles 118t seq.of the
Consolidated Income Tax Act (introduced into the ¢ade by Legislative Decree No. 344/2003), allows
income to be taxed at the consolidated level hystearing the tax positions of participating comigarto
the Parent Company. The option exercised betweanaBRopolare di Cividale and its subsidiaries Batica
Cividale S.p.A. and NordestBanca S.p.A. thus expp@re a result of the merger.

The separate financial statements have been aunjitBéconta Ernst & Young S.p.A.



A.2 — INFORMATION ON THE MAIN ITEMS OF THE FINANCIA L STATEMENTS
This section describes the accounting policies tdbip preparing the financial statements for t@ryended
31.12.2013 and includes an illustration by itenhaf criteria for recognition, classification, measuent,
derecognition and, where relevant, the criterialierrecognition of income components.

Application of the new IAS 19 Employee Benefits

The amendment to IAS 19, issued by the IASB on 2011 and endorsed by Regulation (EC) No
475/2012 of 6.6.2012, amending the rules for actogror defined-benefit plans and termination lfésge
entered into effect on 1 January 2013.

In the case of the Banca Popolare di Cividale Grtupnew rules apply solely to the accountingtineat

of the termination indemnity provision.

The amendment eliminates the option of recognisicigiarial gains and losses in profit or loss, mdte
requiring full recognition in other comprehensimeame directly through an equity reserve.

In accordance with IAS 19, the amendments to tlcewting standard have been applied retrospectively
starting from the opening accounting balances §dr22

In this regard, it bears remarking that if the riét@andard had been applied to 2012, the net inconiidt
year would have increased by €69 thousand on rvegaserves for actuarial losses on defined-bepileiits

of €69 thousand, net of the tax effect. Shareheld=uity at 31 December 2012 would not have change

Financial assets held for trading
This category includes debt and equity securitiels fior trading and the positive value of derivativ
contracts. Derivative contracts also include thesdedded in hybrid financial instruments that hibeen
recognised separately because:

» their financial characteristics and risks are ottty correlated with the characteristics of thast

contract;
» the embedded instruments meet the definition azdiive, even when separated; and
» the hybrid instruments are not measured at fairevalith changes in fair value recognised through
the income statement.

Reclassifications to other categories of finanagdets are not permitted except in cases of uneseats
that are highly unlikely to recur in the near teim.such cases, debt securities and equities ridtfoe
trading may be reclassified into other categorgaldished by IAS 39 if the conditions for theicognition
have been met (financial assets held to matuimigntial assets available for sale and loans azedvables).
The transfer value is the fair value at the timthefreclassification. The presence of any embeddgdative
contracts to be separated is assessed upon réckEsi.
Initial recognition of financial assets occurs la¢ settlement date for debt securities and equatesthe
trade date for derivative contracts. Upon initedagnition, financial assets held for trading @eorded at
fair value, without considering transaction costsavenues directly attributable to the instrumeiy
derivatives embedded in hybrid contracts that ateclosely correlated with their host contracts amekt
the requirements for consideration as a derivatreeseparated from the host contract and recogatdedr
value.
After initial recognition, financial assets heldr flvtading are measured at fair value. The effeftthe
application of this measurement criterion are taketmhe income statement.
Market prices are used to determine the fair vafuinancial instruments quoted on active markitghe
absence of an active market, the Group uses egtimaethods and valuation models that take accofunt
all risk factors associated with the instrumentd #mat, where possible, are based on data thathmay
obtained from the market, such as: the valuationquéted instruments with similar characteristics
(comparables method), discounted cash flow analggion-pricing models, values reported for ofertc
comparable transactions (recent transactions mgtbtm
Where it is impossible to use the approaches itelicabove, the Group adopts estimation methods and
valuation models that also contemplate input dataditectly available from the market.
Equity securities, units of ClUs that invest in iéggecurities and derivatives on equity securitiesquoted
on active markets for which fair value may not leéedmined reliably according to the foregoing glirces
continue to be carried at cost.
Financial assets are only derecognised if theyraresferred along with substantially all of thesated

risks and rewards of ownership. Conversely, ifgaificant part of the risks and rewards associatéid the
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transferred financial assets has been retainege thgsets continue to be carried, even though shipesf
the assets has effectively been transferred. Whenat possible to determine that substantidllsisks and
rewards have been transferred, financial assetdaagzognised where no control over the assetbdes
retained. Where this is not the case, continuimdroh even partial control, results in continunegognition
of the assets to the extent of the entity’s comiginvolvement, measured by the exposure to chaingine
value of the transferred assets and changes mstuxiated cash flows.

Lastly, transferred financial assets are dereceghifsthe entity retains the contractual rightsdoeive the
cash flows from the assets, but assumes a contolvkgation to remit such cash flows, and onlytsaash
flows, to third parties.

Financial assets available for sale

This category includes non-derivative financialds$ot classified as loans and receivables, finhassets
held to maturity, financial assets held for tradorgdesignated at fair value. In particular, thegegory
includes not only debt securities not held for itngcr classified to the other foregoing portfolibsit also
equity interests not managed for trading purposedassifiable as interests in subsidiaries, assesior
joint ventures.

Where allowed by accounting standards, reclassidicsiare permitted only into the category finahassets
held to maturity, except in cases of unusual evigrdisare highly unlikely to recur in the near teimsuch
cases, debt securities may be reclassified toA8e3D categories financial assets held to matarity loans
and receivables if the conditions for their rectigni have been met. The transfer value is thevigie at
the time of the reclassification.

Initial recognition of the financial asset occutssattlement date for debt securities and equiies at
disbursement date for loans.

On initial recognition, assets are recorded at falue, including transaction costs and revenue=ctly
attributable to the instrument. If, where allowsttlie accounting standards, an asset is recogfubeding
reclassification from financial assets held to mtwr, in rare circumstances, from financial dsseeld for
trading, the recognition value is the fair valueaathe time of transfer.

After initial recognition, financial assets avail@tior sale are measured at their fair value bpgatsing
their amortised cost in the income statement, wdlims or losses deriving from changes in fair gadte
recognised in a specific shareholders’ equity resemntil the financial asset is derecognised oobers
impaired. When the financial asset is sold or impant is recognised, the cumulative gain or losstrhe
reversed, in whole or in part, to the income statem

Fair value is determined on the basis of the dat#lustrated above for financial assets heldtfading.
Equities and derivative instruments with equitiesiaderlying assets that are not quoted on aneactarket,
the fair value of which may not be determined td{iacontinue to be carried at cost.

Financial assets available for sale are assessdét¢éomine whether they show objective evidencarof
impairment loss. If such evidence is found to exise amount of the loss is measured as the differe
between the asset’s acquisition cost and its fliie less any previously recognised impairmergdssif
the grounds for impairment cease to apply as dtreban event that occurs after an impairment loas
been recognised, recoveries are recognised innt@mie statement for loans or debt securities and in
shareholders’ equity for equities.

Financial assets are only derecognised if theyraresferred along with substantially all of thecsated
risks and rewards of ownership. When it is not fibsdo determine that substantially all risks aediards
have been transferred, financial assets are damssabwhere no control over the assets has beanedt
Where this is not the case, continuing controlnepartial control, results in continuing recognitiof the
assets to the extent of the entity’s continuingimement, measured by the exposure to changes waihe
of the transferred assets and changes in the assddash flows.

Lastly, transferred financial assets are derecegnisthe entity retains the contractual rightseoeive the
cash flows of the asset, but assumes a concurbéigation to remit those cash flows, and only thoash
flows, to third parties.

Financial assets held to maturity

Item “50 Financial assets held to maturity” incladeon-derivative quoted debt securities with fixad
determinable payments and fixed maturities thaetitééy actually intends and is able to hold umt#turity.
Where allowed by accounting standards, reclassifica are permitted solely into the category finahc
assets available for sale. Where a material amotimvestments classified to this category is soid

reclassified prior to maturity, the remaining fical assets held to maturity are reclassified aarncial
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assets available for sale, and the use of thegbiorih question is restricted for the following dwyears,
unless such sales or reclassifications:

» are so close to the maturity or the call date effthancial asset that changes in the market ffate o
interest would not have a significant effect onfihancial asset’s fair value;

» occur after the collection of substantially alltbé asset’s original principal through scheduled or
early ordinary payments; or

» are attributable to an isolated event that is bdyhe entity’s control, is non-recurring and contit
have been reasonably anticipated by the entity.

Assets in this category are initially recognisedh&t settlement date and are measured at theivdhie,
including directly attributable transaction costglaevenue. If an asset is included in this categoe to
reclassification from financial assets availabledale or, in rare circumstances, from financiake#s held
for trading, the asset's reclassification datevfaiue is taken as its new amortised cost.
After initial recognition, such assets are measuwecbrding to the amortised cost method through the
effective interest rate approach. Gains or losss®aated with financial assets held to maturity ar
recognised in the income statement when the ageeiderecognised or become impaired, and throwgh th
amortisation process applicable to the differene®vben carrying amount and the value reimbursable a
maturity. It is periodically assessed whether tlieadjective evidence that such financial assate fbecome
impaired. If such evidence exists, the loss is membas the difference between the carrying vafubeo
asset and the present value of the estimated foasgle flows, discounted at the original effectinterest
rate. The loss is recognised in the income statertfehe grounds for impairment cease to apply ttuan
event that occurs after such a loss has been riseagra recovery is recognised through the income
statement. The amount of the recovery cannot r@saltcarrying amount for the financial asset iness of
its amortised cost if no impairment losses had beeognised in previous periods.
Financial assets are only derecognised if theyraresferred along with substantially all of thesated
risks and rewards of ownership. When it is not fibsdo determine that substantially all risks aedards
have been transferred, financial assets are damssahwhere no control over the assets has beanedt
Where this is not the case, continuing controlnepartial control, results in continuing recognitiof the
assets to the extent of the entity’s continuingimement, measured by the exposure to changes waihe
of the transferred assets and changes in the assddash flows.
Lastly, transferred financial assets are dereceghifsthe entity retains the contractual rightsdoeive the
cash flows of the asset, but assumes a concurbéigation to remit those cash flows, and only thoash
flows, to third parties.

Loans and receivables

Loans and receivables include loans to custometsanks with fixed or determinable payments that ar
not quoted on an active market. The item also aeducommercial loans, repurchase agreements weth th
obligation a forward resale obligation, receivalaginating from finance lease transactions aruigtes
subscribed at issue or via private placements, finéd or determinable payments and not quotectiive
markets. Reclassifications to the other IAS 39gaies of financial assets are not allowed.

Loans and receivables are initially recognisedhendate the contract is signed, which normally cidies
with the date of disbursement, while debt securaiee recognised on the settlement date. A loegteivable

is recognised according to its fair value, whictedgial to the amount disbursed or the subscrigirae,
including any costs or revenues directly attriblgab the individual loan or receivable and deterahie
from inception, even when settled at a later datests that, even with the aforementioned charatites)
are reimbursed by the borrower or are classifiablaormal internal administrative costs are exautfan
certain rare circumstances an asset is includégisrcategory due to reclassification from finaheissets
available for sale or from financial assets heldifading, the asset's reclassification date faiu® is taken
as its new amortised cost.

After initial recognition, loans and receivables ameasured at amortised cost, which is equal toittital
value increased or decreased by principal repagneatjustments or recoveries and amortisation —
calculated according to the effective interest mdth of the difference between the amount disbuaset
the amount to be repaid at maturity, typicallyiatttable to the costs/revenues directly conneabethé
single loan or receivable. The effective intereselis the rate that exactly discounts estimatagducash
payments of the loan or receivable, by way of ppalcand interest, to the amount disbursed, inclgdhe
costs/revenues attributable to the loan or recévab



The amortised cost method is not used for loanseogivables for which application of the discougtin
approach may be deemed immaterial due to theit slvoations. Such loans or receivables are measired
their historical cost. An analogous measuremerterioh is applied to loans or receivables with an
unspecified maturity or with a notice period.

Loans and receivables are tested to identify thimseshow objective evidence of possible impairnzena
result of events after initial recognition.

These include loans and receivables classifiechdsdbbts, substandard loans, restructured loanpaste
due positions according to the rules issued byB#rek of Italy, consistent with IAS/IFRS regulatio®ich
non-performing loans and receivables are measugpdrately, or according to the expected loss for
homogenous categories and analytical allocatiaatt position, and the amount of the adjustmeatioh
loan or receivable is the difference between itsygag amount at the time of measurement (amorttsest)
and the present value of expected future cash fldissounted using the original effective interase.
Expected cash flows account for expected recoveripgs, the presumed realisable value of guaraateets
estimated debt-recovery costs. The adjustmentagrésed in the income statement.

The original amount of a loan or receivable is veted in subsequent periods to the extent thagrinends
for impairment cease to apply, provided that sughliation is objectively attributed to an event iaftee
impairment loss. The recovery is recognised intlheme statement and cannot result in a carryinguaiin
for the loan or receivable in excess of its amedisost if no impairment losses had been recognrsed
previous periods. Recoveries on impairment inchirde-value effects.

The renegotiation of credit exposures granted byBank with respect to performing loans to cust@mer
substantially similar to the opening of a new positwhen it is due to commercial reasons othen tha
deterioration in the borrower’s financial situatigmmovided that the interest rate applied is a miarate at
the renegotiation date. When renegotiations amtgdato borrowers suffering from a deterioratiorthiair
financial situation, exposures are classified umaer-performing loans.

Loans or receivables for which no objective evideotloss has emerged from individual testing asted
collectively. Collective measurement occurs for lbgeneous loan categories in terms of credit risktha
relative loss percentages are estimated considpasigtime-series and other objective elementsradisie

at the measurement date, which allow the latemst loseach loan category to be estimated. Measureme
also considers the risk connected to the borroweosntry of residence. Collective adjustments are
recognised through the income statement.

Transferred loans and receivables are only derésediif they are transferred along with substalytiall
risks and rewards of ownership. If it cannot beedatned that substantially all risks and rewardgehzeen
transferred, loans and receivables are derecogpiesttied that no control has been retained. ¥ thinot
the case, continuing control, including partial troh results in the entity continuing to carry tleans and
receivables to the extent of its continuing invohent, measured as the entity's exposure to chamgles
value of the transferred loans and receivableschadges in the associated cash flows.

Lastly, transferred loans are derecognised if thigyeretains the contractual rights to receivedhsh flows
from the loan or receivables, but assumes a cogrmuabligation to remit those cash flows, and dhlyse
cash flows, to third parties.

Equity investments

The item includes investments in joint ventures assbciates.

Companies are considered joint ventures when ttiegrdghts and the control of the economic adigtof
the company are equally shared, directly or indyewith another entity.

Companies are considered associates, that is,csubjsignificant influence, when the Parent Conypan
directly or indirectly, holds at least 20% of vairights, or if the Parent Company holds a lesgeitg stake
but has the power to participate in determining ¢cbepany’s financial and operational policies doe t
specific legal relationships such as participatioshareholders’ agreements.

Where there is evidence of impairment, the recddleramount of an investment is estimated, consideri
the present value of the future cash flows that beagenerated by the investment, including thed fisgposal
value.

If the recoverable amount is lower than the cagyamount, the difference is recognised in the irecom
statement. If the grounds for impairment ceaspdyadue to an event that occurs after such aHasdeen
recognised, a recovery is recognised through thene statement.

Equity investments are derecognised when the adotbrights to the cash flows from the assetsrexmi
when the investment is transferred along with ari#lly all the associated risks and rewards.
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Property, plant and equipment

Property, plant and equipment include land, bugdinsed in operations, technical plant, furnitlirtyres
and equipment of all types. They are tangible itémsare held for use in the production or sugplgoods

or services and are expected to be used during thareone period. Property, plant and equipment are
initially recognised at cost, which also includesy eexpenses directly attributable to purchasing or
commissioning the asset. Extraordinary maintenawpenses that increase the future economic beaedits
allocated to increase the value of the assetsgewvdtiier ordinary maintenance costs are recogniséuki
income statement.

Items of property, plant and equipment are thensoneal at cost less accumulated appreciation, imgud
any impairment losses or recoveries.

Property, plant and equipment are systematicalprestgated, adopting the straight-line method obeirt
useful life. The depreciable amount consists ofcthet of the assets less their estimated residiaé\at the
end of the depreciation period. Buildings are aised at a rate deemed appropriate to account &r th
deterioration of the assets over time due to ugedBtrast, land is not depreciated, irrespectieéhyhether

it is acquired individually or embedded in the \@abf buildings, since it has an indefinite usefid.|[Each
asset’s residual amount, useful life and depramatiethods are revised at the end of each yeamdrate
necessary, adjusted on a prospective basis.

If there is evidence that an asset may have beawmpaired, the carrying value and recoverable amofint
the asset are compared. Any impairment losseseatgnised in the income statement. If the grounds f
impairment cease to apply, a recovery is recognisegh amount that may not exceed the asset's vet

of depreciation charges, in the absence of anyiguevmpairment losses.

Items of property, plant and equipment are dereiseghon disposal or when an asset is permanently
withdrawn from use and no future economic benefiesexpected to flow from its disposal.

Intangible assets

Intangible assets are recognised as such if thgybmadentified and stem from legal or contractights.
Goodwill, which represents the positive differefmtween the purchase cost and the fair value of an
acquiree’s assets and liabilities, is also recegh&among intangible assets.

Intangible assets are recognised at cost, adjdisteahy accessory charges only if it is probable the
future economic benefits attributable to the ass@étde realised and if the cost of the asset tmayeliably
determined. Where this is not the case, the coshafitangible asset is recognised in the incorestent
in the year in which it is incurred.

For assets with finite useful lives, cost is ansati on a straight-line basis or in decreasing qusti
determined on the basis of the economic benefjieard to flow from the asset.

Assets with indefinite useful lives are not subjecsystematic amortisation, but rather periodyctdisted
for impairment. If there is any evidence that aseasnay have become impairment, that asset’s regiolee
amount is estimated. The impairment loss, whigkésgnised through the income statement, is equhbkt
difference between the carrying amount and rectwei@mount of the asset.

In particular, intangible assets include:

» technology-related intangibles, such as softwarbichiv are amortised on the basis of their
obsolescence and over a maximum period of fivesyeard

» goodwill.
Goodwill may be recognised when the positive differe between the fair value of the shareholderstyeq
acquired and the purchase price or initial recagmiéamount (inclusive of accessory costs) is repregive
of the equity investment’s future income-generagpogential. If the difference is negative (badwitby if
goodwill is not justified by the entity’s futuredome-generating potential, it is recognised diyettttough
the income statement.
Goodwill is tested for impairment annually (or wiear there is evidence of impairment). The amodnt o
an impairment loss is determined on the basiseflitierence between the carrying amount of goddwaidi
the recoverable amount of the CGU to which the gadlbdhas been allocated, if lower. The recoverable
amount is equal to the greater of the fair valuthefcash-generating unit, less any cost to sellflae relative
value in use. The consequent adjustments are riseobtinrough the income statement.
An intangible asset is derecognised upon dispasahen no future economic benefits are expectdibio
from the use or disposal of the asset.



Current and deferred taxation

Income tax, calculated according to the natiomaktade, is accounted for as a cost on an accraais,hn
a manner consistent with the method applied towtdor the costs and revenue that give rise tdakelt
thus represents the balance of current and defearadion relating to the net income or loss fa ylear.
Current tax assets and liabilities include theltabances of the Group companies due to the reldtzdiain
and foreign tax authorities. More specifically,gbetems include the net balance of current tdiliiees for
the year, calculated on the basis of a conservafitimate of the tax charges due for the year sasde
according to the tax code currently in force, dreddurrent tax assets represented by advanceanmhiather
tax credits for withholding taxes paid or tax ctediom previous years that the Bank claimed agaames
payable in future years. Current tax assets atdade tax credits in respect of which a tax refaladm has
been filed by the Bank with the relevant tax auities.

Considering the Group’s adoption of the nationgldensolidation mechanism, tax positions which ray
referred to the Bank and those originated by otBeyup companies are managed separately from an
administrative standpoint.

Deferred taxation is calculated according to thiarize sheet liability method, taking into accourd tax
effect of the temporary differences between thekbadue of the assets and liabilities and theiugdior
taxation purposes, which will determine taxableoine or deductible amounts in the future. To thig, en
“taxable temporary differences” are differencesahihiill give rise to taxable income in future yearsile
“deductible temporary differences” are those whidh give rise to deductible amounts in future year
Deferred tax liabilities are calculated by applyithge tax rates currently in force to taxable terappr
differences that are likely to generate a tax borded to the deductible temporary differencesafioich it
is likely that there will be future taxable amouatghe time when the related tax deductibilitywscso-
called probability test). Deferred tax assets etullities related to the same tax and due in #raesperiod
are set off against one another.

If deferred tax assets and liabilities refer tongeaffecting the income statement, they are resegrthrough
income taxes.

Deferred tax liabilities associated with comparinesuded in the scope of tax consolidation are regubin
their financial statements, in application of thatohming principle and in consideration of the fauzt the
effects of fiscal consolidation are limited to gettlement of current tax positions.

Provisions
Provisions are recognised to account for liabgitiee amount or timing of which is uncertain, itlamly if:

» there is a present obligation (legal or constradtas a result of a past event;

» itis probable that an outflow of resources embogygconomic benefits will be required to settle the

obligation; and

» the probable future outlay can be reliably estimate
The amount recognised as a provision is the béistage of the expenditure required to settle thesent
obligation at the balance-sheet date and refléetsisks and uncertainties that inevitably surrouadous
events and circumstances. Provisions and increhsedo the time factor are recognised in the income
statement. Provisions are released when it becomlédsely that resources capable of yielding ecoromi
benefits will need to be expended in order to disgh the obligation or when the obligation is extiished.
Provisions include those for long-term and postdesmpent benefits within the scope of IAS 19 and
provisions for risks and contingencies within tloepe of IAS 37. Provisions do not include impairinen
losses recognised on the deterioration of guaranteedit derivatives and similar items pursuanf® 39,
which instead are recognised under “Other liab#ifl The sub-item “Other provisions” includes amisun
accrued to account for presumed losses in lawsuitghich an entity is a defendant, including revoca
actions, estimated outlays under complaints filgatlstomers concerning securities brokerage opesati
and a reliable estimate of other outlays in conoravith any other legal or constructive obligatemat the
end of the year or interim period.
Where the time factor is significant, provisions discounted using current market rates. The digowg
effect and the increase in provisions due to tlesage of time are recognised through the inconbensésnt.

Debt and debt securities issued
Amounts due to banks, amounts due to customergl@bidsecurities issued include the various forms of
interbank funding and direct customer depositsyel as funding through certificates of deposit dhd

issue of bonds and other debt securities, netyharounts repurchased.
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Such financial liabilities are initially recognised the date on which the contract is signed, whimimally
coincides with the moment of receipt of the sunmsodéded or the issuance of the debt securitiesri€ial
liabilities are initially measured at their fairlua, plus directly attributable transaction costs.

After initial recognition, financial liabilities @measured at amortised cost according to thetiotenterest
method. An exception is made for short-term lidileiti, where the time factor is immaterial, which stated
at collected amount.

Financial liabilities, or parts of such liabilitiegre derecognised when they are extinguishedistidien the
obligation is discharged or cancelled or expireshSassets are also derecognised when they anehegead
on the market. Derecognition is based on the faluer of the component issued and the component
repurchased at the purchase date. Any gains aedaseriving from the transaction, depending on hdret
the recognised amount of the repurchased compangr@ater or less than the purchase price, aognesed
through the income statement. If a security is fhlaned again, this transaction is treated as aissve and
is recognised at the new placement price.

Financial liabilities held for trading

Financial liabilities held for trading consist adrilvative contracts held for trading that presemegative fair
value. All liabilities held for trading are desidad at fair value through the income statement.

Foreign-currency transactions

Foreign-currency transactions are initially recsgdi in the functional currency using the applicable
exchange rate on the transaction date. At everyesjuent balance-sheet date:
» monetary items are translated at the exchanggretailing at the balance-sheet date;
» non-monetary items measured at historic cost areskated at the exchange rate prevailing at the
transaction date; and
» non-monetary items designated at fair value arestaséed using the exchange rate prevailing at the
date the fair value was determined.

A monetary item is the right to receive, or theigdion to deliver, a fixed or determinable numbeunits
of a currency. Conversely, the fundamental charatiteof non-monetary items is the absence ofridpet
to receive, or the obligation to deliver, a fixeddeterminable number of units of a currency. Tiatien
differences relating to monetary items are recaghtirough the income statement when they ariseresis
those relating to non-monetary items are recogrtisenigh shareholders’ equity or the income stateme
depending on the manner in which the gains or fodsa include this component are recognised. Gosts
revenues in foreign currencies are measured axtigange rate prevailing at the date of recognuigrif
they have yet to accrue fully, at the exchange petgailing at the balance-sheet date.

Other information

Business combinations

IFRS 3 (Revised) defines a business combinati@nteensaction or other event in which an acquibtaios
control of a business consisting of an integrastatactivities and assets that is capable ofgobeimducted
or managed for the purpose of providing a retursiBess combinations thus include acquisitionatefésts
in subsidiaries, mergers, acquisitions of businbesnches, etc. IFRS 3 requires that all business
combinations that fall within its scope of applicatare to be accounted for according to the ad@pns
method. For each business combination, one ofttitiess participating in the combination must beritified
as the acquirer, defined as the entity that obt@emsrol of another entity or group of business&sntrol is
the power to govern the financial and operatingcpes of an entity or business so as to obtairb#eefits
from its activities. Control is obtained when mtnan one-half of voting rights is acquirddis possible to
acquire control even in the absence of one-halbtihg rights if the entity obtains power:

» over one-half of voting rights under an agreematit ather investors;

» to govern the financial and operating policieshaf bther entity under a charter or agreement;

» to appoint or replace the majority of the membédithe other entity’s governing body;

» to dispose of the majority of votes in meetingshef body charged with governing the company.
Although in some cases it may be difficult to idBnan acquirer, there are normally situations ihdicate
the existence of an acquirer. In a business cortibimaffected primarily by transferring cash orerthssets,
or by incurring liabilities, the acquirer is usyatihe entity that transfers the cash or other assancurs the



liabilities. In a business combination effectednarily by exchanging equity interests, the acqugesually
the entity that issues its equity interests. Offegtinent facts shall also be considered, including

» the relative voting rights in the combined entitieathe business combination;

» the existence of a large minority voting interesttie combined entity if no other owner or

organised group of owners has a significant vaierest;

» the composition of the governing body of the coreldientity;

» the composition of the senior management of thebioad entity;

» the terms of the exchange of equity interests.
The acquirer is usually the combining entity whosative size (measured in, for example, asseteynees
or profit) is significantly greater than that ottbther combining entity or entities. In additioma business
combination involving more than two entities, detgring the acquirer shall include a consideratién o
among other things, which of the combining entitregated the combination, as well as the relasize of
the combining entities.
The acquisition date is the date on which the aequibtains control of the acquiree and is the tatm
which the acquiree is consolidated in the acqusréeancial statements. When a business combinaion
effected in a single exchange, the date of thean@h is the acquisition date. The consideratiarsfearred
in a business combination shall be measured atvédire, which shall be calculated as the sum of the
acquisition-date fair value of the assets transtehy the acquirer to the former owners of the asegquthe
liabilities incurred by the acquirer to the fornmevners of the acquiree and the equity interestesby the
acquirer. The consideration that the acquiree feansn exchange for the acquiree includes anytasse
liability resulting from a contingent consideratiarmrangement.
Acquisition-related costs are costs that the aequircurs to effect a business combination. Theuiaeq
shall account for acquisition-related costs as Bg@e in the periods in which the costs are incuairetithe
services received, with the exception of the ctustssue debt or equity securities, which shalidm®gnised
in accordance with IAS 32 and IAS 39.
Business combinations must be accounted for byaqpthe “acquisition method,” whereby the idetifie
assets acquired, including any intangible assetgrewiously recognised by the acquiree, and tastiflable
liabilities assumed are recognised at their actoinsdate fair value. The fair value of the acgeiseassets,
liabilities and contingent liabilities may be prseiminally determined by the end of the year in whioh
combination is undertaken and must be finalisetliwitwelve months of acquisition date.
If control is obtained through subsequent purchabkesacquirer must re-measure its previously kgldty
interest in the acquiree at the acquisition-datevédue and recognise the difference compareldagtevious
carrying amount, if any, in profit or loss.
The acquirer shall recognise goodwill on the adtjois date by measuring it as the amount by whih t
sum of the consideration transferred, the amourangf minority equity interest in the acquiree aimda
business combination achieved in stages, the atgnidate fair value of the equity interests ie ticquiree
previously held by the acquiree, exceeds the neaiuais, determined at the acquisition date, of the
identifiable assets acquired and identifiable liibs assumed, measured on the basis of the altioge.
negative difference is found to exist, that diffeze is recognised in profit or loss. For each lessn
combination, minority interests in the acquiree gvehexisting, may be recognised at fair value, with
ensuing increase in the consideration transfeoed proportion to the minority interest in thegatee’s
identifiable net assets. In accounting for thegeations undertaken, the Group has recognised iti@ ity
interests in proportion to the minority share af ticquiree's identifiable net assets, without eirey the
consideration transferred, and thus by recognisalgly the portion of goodwill attributable to it.
Following the acquisition of control of a compamgdditional equity interests are accounted for by
recognising the difference between the acquisitiosts and carrying amounts of the minority interest
acquired in Group equity. In a like manner, safeinority interests not involving a loss of coritdp not
generate gains or losses in the income statemantatmer changes in the Group’s equity.
Business combinations between entities subjecomenaon control are outside the scope of IFRS 3hén t
absence of specific provisions of IASs/IFRSs, IA®@uires that entities use their judgment in aipglhan
accounting standard that provides relevant, radiaid prudent information and reflects the economic
substance of the transactions. Combinations ofrthiisre, which are normally carried out in the eahof
company reorganisation projects, are thus accodotdry preserving the continuity of the acquireessues
in the acquirer’s financial statements. In particuthe values of the assets acquired and liasl@issumed
have been recognised on the basis of the valusemetl in the consolidated financial statementhef

common group to which the combining entities belong
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Business combinations between entities under concornol

Business combinations between entities under conwontrol do not fall within the scope of applicatiof
International Financial Reporting Standard (IFR)@ are they governed by the other IFRSs. Acogjtyl]
such transactions are subject to the provision$A8f 8 Accounting Policies, Changes in Accounting
Estimates and Errors

IASs/IFRSs contain specific guidelines to be fokmlwvhen a transaction is not within the scope BfSS,

as described in paragraphs 10-12 of IAS 8, whicjuire that the Directors also take account of tlostm
recent pronouncements of other standard-settingebathat use a similar conceptual structure for the
definition of accounting standards.

In this regard, it may be observed that the Firedmstcounting Standards Board (FASB) has publisired
accounting standard governing business combinaffohS 141), which in various regards is similatRRS

3, but differently from that Standard includesam appendix, limited accounting guidelines appliedb
common control transactions, previously describeddcounting Principles Board (APB) Opinion 16. In
cases of transactions of this kind, the methoddlipg of interest”) calls for assets and liabiliiéo be
recognised at the historical (book) values of tleegad companies, rather than at their respectivegdhues,
without the recognition of goodwill.

This solution has essentially been adopted at #timmal level by Assirevi, in its document OPI Nb.
concerning the accounting treatment of “businesshdoation of entities under common control” and OPI
No. 2 concerning the accounting treatment of merger

Within the Banca Popolare di Cividale Group, “igraup” business combinations, or other business
combinations between “entities under common cohtai@ thus undertaken on the basis of the bookevalu
of the transferred entities. If the consideratiaddor the acquisition of the equity interest e from the
book value of the transferred entity, owing to gm®dwill recognised, the difference is deductednfithe
acquirer’'s equity and the transaction is treated par with an extraordinary allocation of reserves

Employee termination benefits

As a result of the entry into force of the 2007dfice Act, which advanced to 1 January 2007 thetefée
date of the reform of supplementary pension schamasted in Legislative Decree No. 252 of 5 Deceambe
2005, employee termination benefits consist saélums accrued through 31 December 2006.

In further detail, portions of employee terminatibenefits accrued from 1 January 2007 are consldere
“defined-contribution plans” for accounting purpsse accordance with IAS 19. The expense is limited
the contribution defined by the provisions of thedidn Civil Code, without the need to apply anyuacial
approach.

Conversely, the provision for employee terminati@mefits accrued as at 31 December 2006 contimues t
be considered a defined-benefit plan for accoungingposes in accordance with IAS 19. However, the
liability associated with employee termination bi@sds subject to actuarial assessment withoutrptimg
service rendered inasmuch as the service to besessenay be considered fully accrued.

All actuarial gains and losses on defined-benefianp are recognised immediately through other
comprehensive income. Such actuarial gains anddaasse as the result of adjustments to previciusaal
assumptions due to actual experience or the matldic of those assumptions. They are allocated to a
specific equity reserve.

Guarantees and commitments

Guarantees issued are initially recognised atvigine, represented by the commission received tlaar
measured at the higher of the estimated obligatetermined in accordance with IAS 37 and the amount
initially recognised, gradually reduced by the ortattributable to the period. The total nominalue,
excluding any uses made of guarantees issuedpvensin the notes to the financial statements.
Commitments are recognised according to the béstas of the obligation determined in compliandthw
IAS 37. The total amount of commitments assumelisislosed in the notes to the financial statements.

Recognition of revenue and costs

Revenues arising from the use by third partiesnoémtity’s assets that generate interest, comnmissio
dividends are recognised when it is probable tiaetonomic benefits from a given transactionfla to
the entity and the amount of revenue can be detednieliably. Interest and commissions are recegnis
through the income statement according to the ifilzason of the financial instrument to which thesfer,



whereas dividends are recognised when sharehdideosne entitled to receive payment. Other commissio
are recorded on an accrual basis.

Costs are recognised when they are incurred byl the principle of the correlation of costs aadenue
that arise directly and jointly from the same tasi®ns or events. If costs and revenue may only be
correlated generically and indirectly, the cosesracognised over multiple periods according tgstesnatic
allocation approach. When costs may not be assdciaith revenue, they are immediately recognised
through the income statement.

Use of estimates and assumptions in preparing thewal financial statements
In preparing the annual financial statements, asddeen made of estimates and assumptions thdttcaee
an impact on the amounts recognised in the balaheet and the income statement and disclosed in the
notes. Specifically, the greatest use of subjeas®essments by management is required in thevintjo
cases:
» determining the amount of impairment losses foarfitial assets, especially loans and receivables;
» determining the fair values of financial instrungeitd be used for disclosure purposes and using
valuation models to determine the fair values wéficial instruments not quoted on active markets;
» assessing the appropriateness of the value of gthodw
» determining the amounts of staff provisions andsigions for other risks and charges; and
» preparing estimates and assumptions relating teett@verability of deferred tax assets.
Reasonable estimates and assumptions to be uaeddanting for management transactions are foreualat
through subjective assessments founded upon thef adleavailable information and past experience.

Determining the fair value of financial instruments

The introduction of IFRS 13 modified the definitioh fair value with respect to that provided in 138,
taking a more market-based approach.

IFRS 13 defines fair value as the price that wdiddeceived to sell an asset or paid to transliabdity in
an orderly transaction between market participantise measurement date (exit price) on the primmamket
(or the most advantageous market), regardless eth&h that price is directly observable or estimate
through a valuation technique. Fair value is appilividually to all financial assets or financibilities.
Exceptionally, it may be estimated at the portfddieel if the management and risk monitoring stygteo
allow and are adequately documented.

For the details of measurement techniques (on @rieg and non-recurring) basis for the fair vahfe
financial instruments, as well as the classifigatié such instruments in fair value hierarchy lsyetfer to
section A.4 of the notes.

Determining amortised cost

The amortised cost of a financial asset or findr@aility is the amount at which the financialsa$ or
financial liability is measured at initial recogoit minus principal repayments, plus or minus tineglative
amortisation using the effective interest methodrof difference between the initial amount andhiagurity
amount and less any reduction for impairment.

The effective interest rate is the rate that eyatiicounts estimated future cash payments orptcirough
the expected life of the financial instrument otiluthe repricing date. To calculate present valine
effective interest rate is applied to the futurehc@ayments or receipts over the entire usefuldffthe
financial asset or financial liability — or a sterperiod if certain conditions have been met éample, the
revision of market rates).

After initial recognition, amortised cost allowsethlievenues and costs deducted from or added to the
instrument to be allocated over that instrumemtres expected life through the amortisation prsces
Amortised cost is determined differently dependingvhether the financial asset or financial liapito be
measured is fixed-rate or floating-rate and, inl#tter case, whether the range of rate fluctuasdmown

in advance. For instruments with fixed rates oedixates by time bands, future cash flows are diezht
according to the known interest rate (single oatilag) over the life of the loan. For floating-rdieancial
assets or financial liabilities, the range of fluetion of which is not known in advance (for exaelecause
it is linked to an index), cash flows are deterrdimecording to the most recent known rate. Whentheer
rate is revised, the repayment schedule and eféetiterest rate are recalculated over the ensiedul life

of the instrument, i.e. through its maturity daftee adjustment is recognised as income or expengei

income statement.
— I



Loans, financial assets held to maturity, amountsto customers and banks and debt securitiesdissee
measured at amortised cost.

Financial assets and financial liabilities tradedran's length conditions are initially recognisedair value,
which normally corresponds to the amount disbusqhid, including directly attributable transaaticosts
and commissions in the case of instruments measuir@ahortised cost.

Transaction costs are internal or external margioats and income attributable to the issuancelisitiqn

or disposal of a financial instrument that mayb®tharged back to the customer. Such commissidrich
must be directly attributable to the individualditial asset or financial liability concerned, afféhe
original effective return and result in a differenibetween the effective interest rate associatéa tive
transaction and the contractual interest rate. Saetion costs do not include costs/income assakiaii
more than one transaction and the components detatevents which may occur during the life of the
financial instrument, but which are not certairtheg time of the initial agreement, such as commissior
retrocession, non-use or early redemption.

Hedged financial assets and financial liabilities mot measured at amortised cost. Rather, chandas
value associated with the hedged risk are recodmisthe income statement (as limited to the hedtighgl.
However, measurement of such financial instrumangsnortised cost resumes if the hedge ceasesstp ex
at which time all previously recognised changegain value are amortised, calculating a new effecti
interest rate that contemplates the value of the,ladjusted for the fair value of the hedged portihrough
the originally expected maturity of the hedge. didition, as discussed above in the section conugitiie
measurement of loans, amounts due to banks andnoeit and debt securities issued, measurement at
amortised cost does not apply either to finanagakgs and financial liabilities whose brief duratieads to
the belief that the economic effect of discountivauld be negligible, or to loans without a fixed tonéty
date and demand loans.

Determining impairment losses

At each reporting date, financial assets not diasisas financial assets held for trading and faxamassets
designated at fair value are tested for impairmewtrder to determine whether there is objectividl@we
that the carrying amount of the assets may noulheriecoverable.

An asset has become impaired if there is objeetwgence of a reduction in future cash flows coregdo
original estimates as a result of specific evefite loss must be able to be determined reliablynamst be
correlated with actual and not merely expected &ven

Impairment testing is conducted on a separate WasiSnancial assets that present specific evideoic
impairment losses and on a collective basis farfaial assets for which separate testing is natired or

for which separate testing does not indicate thgtairment had occurred. Collective testing is based
grouping financial assets into homogeneous rissselgin reference to the characteristics of theodetsuer,
business sector, geographical area, collaterabtret relevant factors.

For information regarding loans to customers arah$oto banks, the reader is referred to the section
concerning loans.

The impairment testing process for available-fde-sassets involves verifying whether there are any
indicators that the assets may have become impair@dhen determining the amount of any such losses
Impairment indicators are essentially divided iM@ categories: indicators deriving from internattors
relating to the company being valued, and therefdra qualitative nature, and, for equities, exaérn
indicators of a quantitative nature deriving frdm market values of the company.

The following are factors considered relevant mfilst category of indicators: the reporting afet loss or

a significant divergence from budget targets ogets set in long-term plans disclosed to the matket
announcement or commencement of bankruptcy proesdur restructuring plans and downgrading by a
rating agency by more than two classes. In therskcategory, a significant or extended reductiofain
value below the amount at initial recognition isev@ant. In further detail, a reduction in fair valis
considered significant if it amounts to more th@&and extended if it persists for a consecutiveodeof
more than 24 months. If one of the above threshwddsbeen exceeded, an impairment loss is recapoiise
the security. If neither of the above thresholds baen exceeded, but there are other indicators of
impairment, the impairment loss must also be camated by the results of specific analyses of duaisty
and the investment.

The amount of an impairment loss is determineaiarence to the fair value of the financial asset.

For information concerning the methods used tordete fair value, the reader is referred to thevaht
section.



Chapter A.3 — TRANSFERS BETWEEN PORTFOLIOS OF FINANCIAL ASSETS

In 2013, the Bank did not undertake transfers betwmrtfolios of financial assets, as envisagdd$39. The
following table presents the disclosure of thedeal carrying amounts of assets reclassified inipus years at
31 December 2013, the fair values of those astetsncome components registered during the penatthe

effects on the income statement that would havearoed if the assets had not been transferred.
Bookvalue Fairvalue  Incone conmponents incase of no  Annual inconme conponents (before

Tyﬁemfrzg'a' F;Z"'ﬁ%ﬁ New porfoio at a transfer (before tax) 2)
31122013 31.12.2013 Valuation Cther Valuation COther
Units in collective
investrment
undertakings* HT AFS - - - - - -
Debt securities HT LOANS 377 3777 - 3 - 3
Total 3777 3777 - 3 - 3

Chapter A.4 — INFORMATION ABOUT FAIR VALUE

QUALITATIVE DISCLOSURES

This section includes a disclosure regarding théhatk of determining fair value adopted by the Banca
Popolare di Cividale Banking Group through the apgal of a specific policy, as well as of the method
classifying instruments designated at fair valueda@ecurring and non-recurring basis) within thie-¥alue
hierarchy in accordance with IFRS 13.

IFRS 13 defines fair value as the price that wdnddeceived to sell an asset or paid to transliabdity in

an orderly transaction between market participantise measurement date (exit price) on the primmemket

(or the most advantageous market), regardless ethgh that price is directly observable or estimate
through a valuation technique.

The fair value of financial instruments, includiderivatives, is determined:
» through the use of prices obtained from financiathkets for instruments quoted on active markets;
and
» through the use of internal valuation models féveotfinancial instruments.

Instruments are assigned to a fair value levektoedance with IFRSs on the basis of this distimgtias
illustrated below:

1. Level 1.The instruments are quoted on markets considetaathe definition of an active market
is provided below.

2. Level 2. Fair value is determined according to arsally recognised valuation models, based on
directly or indirectly observable market inputs.

3. Level 3. A significant portion of the inputs useddetermine fair value do not meet observability
requirements.

The definition of an “active market” is based og thdications provided in IAS 39 AG71, which stafieat
an instrument is quoted on an active market ibitses are:

» quoted;

» readily and regularly available from an exchangssler, broker, industry group, pricing service or
regulatory agency; and

» represent actual, regularly occurring market tratigas on an arm's length basis.

IAS 39 does not provide an exact definition of active market” and does not explain how it is to be
determined that a market is active. The followiniggipretations that we have prepared are thusiplaus

» quoted: the quoting process must meet the conditi@ffective exchange on the markets;

» promptly and regularly available for exchange bemvedealers, brokers, industrial groups, pricing
services and regulatory agencies: the frequencypddting of prices must be defined on the basis
of the individual type of financial instrument;

» representative of current, recurring market tratisas under normal conditions: the price must be
defined under normal transaction conditions (exdggdfor example, compulsory liquidation); to
this end, it may be useful to consider parameigtch 8s:

o the frequency and volumes of daily trading;
o the bid-ask spread;
o volatility;



(@)

the number of transaction participants: the numingst be such that an individual operator does
not have a significant impact on the instrumentisey
the volume of individual trades executed;
the frequency of quotations;
the location of the market;
the existence of futures/forward markets for castga
settlement conditions; and
0 market quality.

It is also helpful to consider the following wheatermining whether a market is active:

» the definition of an “active market” is a processittis developed internally by each entity in
accordance with the indications provided in IFRB8d iés own internal policies.
The various markets and different instrument typest be analysed separately;
The presence of brokers and trading systems, artdesdity’s ability to interface with such brokers
and systems, must be considered for each market;
The analysis must consider all activities perforraedhe market;
The time required to close a transaction must ladsoconsidered:;
The data employed must be credible and verifiable.
On the basis of the foregoing considerations, thakBhas developed a framework for identifying aetiv
markets specific to the various types of finantiatruments.
In addition, the Bank uses the bid prices of asaedsthe ask prices of liabilities as the fair easlof financial
instruments quoted on active markets.

O O0OO0OO0Oo
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Bonds and securitisations

A market is considered active in the following #ases, presented in hierarchical order:
Listing on the MOT, EUROMOT, MTS, EUROMTS, TLX, &UROTLX circuits;

The info-provider Bloomberg quotes CBBT prices (@xable prices):

there must be at least three bid and ask contriguto

the prices of fixed-rate securities may not renthensame for more than three days; and
the prices of floating-rate securities may not renthke same for more than 20 days.
Executable prices are quoted on alternative plai$aie.g. Markit):

there must be at least three bid and ask contridédo bonds and convertible bonds and at least fiv
contributors for securitisations;

the prices of fixed-rate securities may not renthémsame for more than three days; and
o the prices of floating-rate securities may not rigntiae same for more than 20 days.

ocoooouh
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Equities
The official market or the exchange on which a g&cis quoted is considered an active market.

ClUs, hedge funds, ETFs and ETCs
The exchange of listing on which the prices of EARR@ ETCs are published are considered an activeeina

Quoted derivatives

The exchange of quotation is considered an actiuden.

Spot exchange transactions are also considereddjoatan active market.

For the purposes of disclosure of financial insieuis designated at fair value, the above fair-vhaierarchy
is for allocation to accounting portfolios in acdance with fair-value levels.

A.4.1 Fair value levels 2 and 3: valuation techniges and inputs used

Financial instruments measured at fair value oreaurring basis

If, for a given financial instrument, the conditfofor identifying an active market have not beetisfad
and it thus is not possible to classify it to letedf the fair value hierarchy and apply the markrtarket
approach, it will be necessary to make use of aat&in technique (mark-to-model), by which is meant
process that permits the identification of the @rét which the instrument could be exchanged betwee
independent parties under balanced bargaining tonsli

If this valuation technique is based on observaideket inputs, the instrument is classified asllévend a
comparable approach is applied.

|



More specifically, with respect to the adoption afvaluation model (mark-to-model), in order for an
instrument to be classified to level 2, all modgbut data that have a substantive effect on theative
measurement of the instrument must be able to taénalal or derived from the market and represemtsi|
factors that affect the valuation of the instrumemicerned (interest rates, exchange rates, @pdiads,
market volatility, etc.). Input data may refer ke tinstrument concerned or, where such data isaiiable,

to instruments deemed comparable (under the colmgasgpproach). For certain instrument types (e.g.
shares), the comparable approach also includesitreelevant transactions involving the instrument o
similar products.

On the other hand, where the instrument is notegyair is quoted on a market not considered active,
the adoption of a valuation model (mark-to-modeglhius required, the instrument is classified tovialue
level 3 if at least one of the model inputs (withaterial impact on the instrument’s overall valo@) may
not be obtained or derived from the market, buteamust be estimated by the valuer (e.g., appicaif
methods for estimating projected future cash fle@payment schedules or correlations between uridgrly
for options or structured products).

Financial instruments measured at fair value oroa-necurring basis

In the case of financial assets other than dehiriies, equity securities, shares of ClUs andvdgiie

contracts, i.e. in the case of financial and opegateceivables classified in the portfolios dudémks and

due to customers, fair value is determined, andhigblical classification established, as follows:

» medium- and long-term assets and liabilities anmamily measured through the discounting of future
cash flows, taking account of the risk level of gwmetfolio in question (classification to level 8the
fair value hierarchy);

» in the case of demand or short-term assets anitltiesh the carrying amount upon initial recogaiti
net of portfolio or individual impairment, represem good approximation of fair value (classifioati
to level 3 of the fair value hierarchy);

» in the case of non-performing loans (bad debt, tamdsird, past-due and restructured positions), book
value is believed to be a reasonable approximatidair value (classification to level 3 of therfaalue
hierarchy);

» inthe case of floating-rate securities and shemtfixed rate securities, the carrying amount updaial
recognition is deemed a reasonable approximatidaio¥alue, given that it reflects both the chaimge
rates and the assessment of the issuer's creditwests (classification to level 2 of the fair value
hierarchy).

A.4.2 Valuation processes and sensitivity

In cases of recurring fair value measurement aftasdassified to level 3 of the fair value hiergrclFRS
13 requires that a narrative description be praVwighe sensitivity of the fair value measurenterthanges
in unobservable inputs, where a change in suchtsnentails a significantly higher or lower fair wal
measurement.

In this regard, it bears noting that this did notwr for some of the L3 financial instruments dfésd to the
AFS portfolio. Unobservable inputs capable of iefiaing the measurement of instruments classifiéelvas
3 primarily consist of estimates and assumptiordetlging the models used to measure investments in
equities and CIUs. For such investments, no quivit analysis of the sensitivity of fair valuedioanges
in unobservable inputs was conducted inasmuchiragaiae is the result of a model the inputs foiiehhare
specific to the entity being measured (for exampéset and liability values of companies for whidh not
reasonable to envisage alternative values).

A.4.3 Fair-value hierarchy

Building on IFRS 7, IFRS 13 requires that entitibat apply international accounting standards & th
preparation of their financial statements providequate disclosure of the fair value measuremesed for
each class of financial instruments, and in furttetail:

1) the level of the fair value hierarchy to whitie tmeasurements belong, separating instrumentsdiatp
to different categories;

2) significant transfers from level 1 to level Zridg the year;

3) for instruments measured at level 3, a recatmin of opening and closing balances with an iatiin of
changes due to profits and losses (in the incoatersent or equity), purchases and sales and trarwsfée

of the category L3 due to the use of market data.
E——— |



In this regard, it bears remarking that transfetsvieen levels are undertaken with regard to theevat the
end of the reporting period of reference (semi-ahouannual) and in an independent manner, anergky
enter into effect at the beginning of the year eoned.

Transfers to and from L3 are infrequent and prilpaglate to the occurrence of situations of defaul
which the Bank’s subjective assessment of the eratiity of the position takes on primary importan

A.4.4 Other information
The circumstances envisaged in IFRS 13 8§ 51,)38@ 96 do not apply.

QUANTITATIVE DISCLOSURES

A.4.5 Fair-value hierarchy

The following tables show the breakdown of portislof assets and liabilities measured at fair vaite
the aforementioned levels and annual changes @tsaand liabilities of this kind classified to 1&3

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

31.12.2013 31.12.2012
Financial assets / liabilities at fair value L1 L2 L3 L 1 L2 L3
1. Financial assets held for trading 18 2.623 - - 4,706
2. Financial assets designated at fair value through profit or loss - - - - - -
3. Financial assets available for sale 1.376.716 20.250 75.148 1.267.852 26.170 44.030

4. Hedging derivatives
5. Property and equipment - -

6. Intangible assets - = o - - -
Total 1.376.735 22.873 75.148 1.267.852 30.876 44.030

1. Financial liabilities held for trading 965 46
2. Financial liabilities designated at fair value through profit or loss - -
3. Hedging derivatives - - - - 2.915
Total - 965 - - 2.961

Key: BV= Book value; L1 = Level 1;L2 =Level 23k Level 3

A.4.5.2 Annual changes in financial assets desigeal at fair value (level 3)

FINANCIAL ASSETS

Held for trading | at fair value through p1 Available for sale For hedging purposes

1. Opening balance - - 44.030 -
2.Increasese - - 41.872
2.1. Purchases - - 12.851
2.2. Gains recognised in: -
2.2.1.Income statement - - 2

- of w hich capital gains -
2.2.2. Shareholders' equity X X 2.323
2.3. Transfers from other levels -
2.4. Other increases - - 26.696
3. Decreases - - 10.754
3.1. Sales - - 89
3.2. Redemptions -
3.3 Losses recognized in: -
3.3.1. Income statement - - 8.450

- of w hich capital losses - - -
3.3.2. Shareholders' equity X X 1.670
3.4. Transfers to other levels -
3.5. Other decreases - - 545
4. Closing balance - - 75.148

A.4.5.3 Annual changes in financial liabilities ddagnated at fair value (level 3)
None of the items in the table, provided for by Benk of Italy, A.4.5.3 “Annual changes in finaricéssets
designated at fair value (level 3)” present values.
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A.4.5.4 Assets and liabilities not measured at faivalue or measured at fair value on a non-
recurring basis: breakdown by fair value levels

Financial assets / liabilities not measured at fair

. 31/12/2013
value or measured at fair value on a non-
recurring basis BV L1 L2 L3 BV FV
1. Financial assets held to maturity 105.413 105.413 - - 104.107 104.107

2. Due from banks 162.912 - 33.870 128.988 700.617 700.681
3. Loans to customers 3.082.164 = - 3.082.164 756.951 758.662
4. Investment property o - - = - -
5. Non-current assets or groups of assets being divested - - - - - -

Total 3.350.489 105.413 33.870 3.211.152 1.561.675 1.563.450
1. Due to banks 997.922 S = 997.922 910.448 910.448
2. Due to customers 2.958.519 = - 2.957.656 1.186.802 1.186.051
3. Securities issued 730.284 - 650.295 79.989 714.224 714.224
4. Liabilities associated to assets being divested - - - - - -
Total 4.686.725 - 650.295 4.035.568 2.811.474 2.810.723

Key: BV= Book value; L1 = Level 1;L2 =Level 23k Level 3

The composition by fair value level is not provided 2012 inasmuch as the disclosure is not requiselFRS
13, which entered into effect in 2013 and is a@tile prospectively.

A.5 Day-one profit/loss

On the basis of the composition of the financiatrimments portfolio and the results of the analyssformed,
no day-one profits were identified. “Day-one prbfg defined as the difference, upon initial recitigm, not
immediately recognised in the income statementyaunisto IAS 39 AG 76 and AG 76A, between the tratisa
price and value obtained through the use of valnagchniques that make use of non-market inputs.



Chapter B — NOTES TO THE BALANCE SHEET

ASSETS
Section 1 - Cash and cash equivalents - item 10

31/12/2013

31/12/2012

%

a) Cash
b) Free deposits w ith central banks

20.020

Total

20.020

Section 2 - Financial assets held for trading - ita 20

2.1 Financial assets held for trading: compositlmntype
31/12/2013

L1 L2 L3
A.Cash assets
1. Debt securities 1 2.623 -
1.1 structured securities - - -
1.2 other debt securities 1 2.623 -
2. Equities 17 - -
3. Quotas of UCI - - -
4. Loans - - -
4.1 reverse repurchase agreements - - -
4.2 other - - -
Total A 18 2.623 -
B. Derivative s
1. Financial derivatives - 871 -
1.1 trading - 871 -
1.2 fair value option - - -
1.3 other - - -
2. Credit derivatives - - -
2.1 trading - - -
2.2 fair value option - - -
2.3 other - - -
Total - 871 -
TOTAL (A+B) 18 3.494 -

31/12/2012
L1 L2

= 4.761

%
L3

- -44,2%
- -44,2%
- 100,0%
- 0,0%

- 1495,4%
- 1495,4%

= 1495,4%
= -26,2%

2.2 Financial assets held for trading: composittpnborrower/issuer

31/12/2013 31/12/2012

%

A. ON-BALANCE-SHEET FINANCIAL ASSETS

1. Debt securities 2.624 4.706 -44,2%
a) Governments and central banks - - -
b) Other government agencies - - -
c) Banks 377 4.706 -92,0%
d) Other issuers 2.247 - 100,0%

2. Equity securities 18 - 100,0%
a) Banks - - -
b) Other issuers 18 - 100,0%

- insurance undertakings - - -
- financial companies - - -
- non-financial companies 18 - 100,0%
- other - - -

3. Units in collective investment undertakir - - -

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

Total (A) 2.642 4.706 -43,9%

B. DERIVATIVES 871 55 1495,2%
a) Banks 155 54 189,8%

fair value 155 54 187,7%

b) Customers 715 1 72888,5%
fair value 715 1 71442,6%
Total (B) 871 55  1495,2%
Total (A + B) 3.512 4.761 -26,2%
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2.3 Financial assets held for trading: annual chang

Units in
se(?l?rki)tties seEcquurlitt)i/es in(iloelftﬁl“(/eit Loans Total 31/12/13
undertakings
A. Opening balance 4.706 - - - 4.706
B. Increases 261.957 4.710 2.395 - 269.062
B1. Purchases 261.206 4.648 2.361 - 268.215
of w hich: business combinations 7.545 2 - - -
B2.Fair value gains 6 - - - 6
B3. Other changes 745 62 34 - 841
C. Decreases 264.039 4.692 2.395 - 271.126
Cl. Sales 259.136 4.482 2.395 - 266.013
of w hich: business combinations - - -
C2. Redemptions 4.203 - - - 4.203
C3. Fair value losses 468 - - - 468
C4. Transfers to other portfolios - - - - -
C5. Other changes 232 210 - - -
D. Closing balance 2.624 18 - - 2.642

Section 3 - Financial assets designated at fair wad - item 30
This section is not applicable to the financiatestaents of Banca Popolare di Cividale S.c.p.A.

Section 4 - Financial assets available for saletem 40
4.1 Financial assets available for sale: compositiy type

31/12/2013 31/12/2012 %
L1 L2 L3 L1 L2 L3

1. Debt securities 1.376.435 20.250 - 1.267.852 19.930 - 8,5%
1.1 Structured securities - - - - - - 0,0%
1.2 Other debt securities 1.376.435 20.250 - 1.267.852 19.930 - 8,5%

2. Equities 254 - 58.608 - - 44.030 33,7%
2.1 Measured at fair value 254 - 58.608 - - 44.030 33,7%
2.2 Measured at cost - - - - - - 0,0%
3. Quotas of UCI 27 - 16.541 - 6.240 - 165,5%
4. Loans - - - - - - 0,0%
TOTAL 1.376.716 20.250 75.148 1.267.852 26.170 44.030 10,0%

The Bank does not hold equities quoted in activekata in its portfolio. It should be noted that,ilhsstrated
above in Chapter A of these notes, unquoted equthie fair value of which may not be determined neliable
or verifiable manner are carried at cost, adjusteatcount for impairment losses. The following idetailed list

of equities.
Financial assets available for sale % holding Humber of_ Nominal value Book value
share or units

KB 1905 SPA 1,60% 185.430 503 578
S1A SPA 0,01% 15175 & 8
UNIONE FIDUCLARLS SPA 0,10% 1.080 g T
FRIULLA SPA 1,33% 3.661.737 3.662 10.233
PROMO CORMONS COLLIO SRL-IN LIQUIDALIONE 8,08% 2 5 -
TORRE-NATISONE GAL SCARL 5,39% 2.3582 1 1
CATASSPA 5,00% 5.031 50 319
BANK FOR BUSINESS 462% 1.318 520 233
DEZELMNA BANKA DD 5,57% 210.511 878 2.805
CONFART.UD SERV.SRL 10,00% 288 150 150
C.F.P. CWIDALE SRL 9, 10% 410 21 21
MEDIO FRIULI ORD 2,45% 2.120.834 2121 4142
ICBPI SPA 5,14% 729577 2189 34203
BCA WALSABBINA SCRL 0,25% 105.357 316 1.855
BANKADATI SERV. INF. 2,00% 10.000 50 70
CONSULTING SPA 1,32% 1.875 2 5
AGENZLA SVILUPPO DISTRETTO IND DELLA SEDIA SPA 1,00% 4 2 2
SIPI INWVESTIMENTI SPA 2.97% 25.700 30 519
WVIVABIOCELL SPA -B- 17,48% 147.8M1 148 314
FRIULI NEWS SPA 567% 5.660 [ 13
CR FERRARA SPA 0,72% 303.432 1566 2255
SWIFT 0,01% g 1 L3
CR BOLZANO ORD. 0,07% 3.000 23 530
BANCA ETRURLA SCRL 0,24% 455 420 1012 254

<| Total 58.862 |
|

— 4.2 Financial assets available for sale: compositity borrower/issuer
EEE— |



I1M220135 JM1M22012 Fa

1.Debt securities 1.396.685 1.287.782 8,5%
a} Gowvernments and central banks 1.373.915 1.070.452 28,3%
b} Other gowvernments agencies 100 - 100,0%
c} Banks 22870 217250 -20 8%
d} Other is=suers - - -

2. Equity securities 58.861 44,030 33, T%
a) Banks 48 517 42 708 2 0%
b} Other issuers 12. 344 1.323 833, 4%

- insurance undertakings - - -
- financial companies il 245 -5 2%
- non financial companies 12337 474 2502 T%
- other - - -
3. Units in collective investment 16.568 6.240 1658,5%

4. Loans = - -
a) Gowvernments and central banks = - -
b} Other governments agencies = - -
c) Bank=s = - -
d} Other = - -

Taotal 1.472.114 1.338.062 10,0%:

4.4 Financial assets available for sale: annual sha

Units in
- Equity collective
De bt securities L . Loans Total
securities investment
undertakings
A. Opening balance 1.287.782 44.030 6.240 - 1.338.052
B. Increases 4.151.090 25.086 12.373 - 4.188.549
B1. Purchases 4.083.147 22.881 11.523 - 4.117.551
of w hich: business combinations 29.419 21.625 5.061 - -
B2. Fair value gains 9.727 - 11 - 9.738
B3. Writebacks - 1.483 839 - 2.322

- recognised through income statement - X - - -

- recognised through equity - 1.483 839 - 2.322
B4. Transfers from other portfolios - - - - -
B5. Other changes 58.216 722 - - 58.938
C.Decreases 4.042.187 10.253 2.045 - 4.054.485
C1. Sales 3.813.378 94 83 - 3.813.555
of w hich: business combinations - - - -
C2. Redemptions 192.879 - - - 192.879
C3. Fair value losses 803 - 473 - 1.276
C4. Writedow ns for impairment - 9.483 1.489 - 10.972

- recognised through income statement - 7.813 1.489 - 9.302

- recognised through equity - 1.670 - 1.670
C5. Transfers to other portfolios - - - - -
C6. Other changes 35.127 676 - - 35.803

D. Closing balance 1.396.685 58.862 16.568 - 1.472.115
Increases 1.252

Banca Etruria 1.106
Vivabiocel 145

Impairment testing of financial assets availabledale

As required by IFRSs, financial assets availables#&be are tested for impairment to determine wdretiere

is objective evidence that the carrying amountsugh assets may not be fully recoverable. The inmzait

testing process involves verifying whether theeeany indicators that the assets may have becoperied

and then determining the amount of any such lossgmirment indicators are essentially divided itwo

categories: indicators deriving from internal fasteelating to the entity being assessed, andftiveref a

qualitative nature, and external indicators degvfrom the market values of the company (for quoted

equities only). An impairment loss is recognisecewlthere is an indication of impairment or the gdot

price falls more than 30% below the initial recdigpm amount or remains below that amount for aqukaf

more than 24 months. In all other cases, the retogrof impairment must be confirmed by the outeoof

specific assessments as regards the security andvisstment. The testing conducted indicated dwelno =

adjust the values of assets with an effect onrntbeme statement of €9,281 thousand. @0)
(T

|



Section 5 - Financial assets held to maturity - ita 50
5.1 Financial assets held to maturity: compositiyntype

31/12/2013 31/12/2012
Fair value Fair value
Book value Book value
L1 L2 L3 L1 L2 L3

1. Debt securities

1.1 Structured securities - - - - - -

1.2 Other debt securities 105.413  105.413 = = 104.107 104.107
2. Loans - - - - - -
Total 105.413  105.413 = = 104.107 104.107

5.2 Financial assets held to maturity: borrowersliers

3112720135 311202012
1. ebit securities 105 413 104 107
ay Gowvernments and central ranks S5 021 ST .S0S

b} Other gowernment agencies - -
=} Banks 16 492 16 499

d} Other issuers - -

2. Loans - —

ay Gowvernments and central ranks — —

b} Other gowernments agencies - -

c} Banks — —

d}y Other — —
Total 105,413 10-4.10F
Total fair value 105,413 103, 107

5.4 Financial assets held to maturity: annual chang

Debt securities Loans Total 31/12/2013
A. Opening balance 104.107 - 104.107
B. Increases 4.138 - 4.138
B1. Purchases - - -
of w hich: business combinations - - -
B2. Writebacks - - -
B3. Transfers from other portfolios - - R
B4. Other changes 4.138 - 4.138
C. Decreases 2.832 - 2.832
C1. Sales - - R
of w hich: business combinations - - -
C2. Redemptions - - -
C3. Writedow ns for impairment - - R
C4. Transfers to other portfolios - - -
C5. Other changes 2.832 - 2.832
D. Closing balance 105.413 - 105.413

Item B4 “Other changes” represents the interes¢ci@d during the year. Item C5 refers to the partf
such interest recognised through the income staiteme

Section 6 - Due from banks - item 60
6.1 Due from banks: composition by type

31/12/2013 31/12/2012 %
VB Fv VB FV
L1 L2 L3
A. Claims on central banks 5.272 - - - 3.852 - 36,8%
1. Time deposits - X X X - X -
2. Reserve requirement 5.272 X X X 3.852 X 36,8%
3. Repurchase agreements - X X X - X -
4. Other - X X X - X -
B. Due from banks 157.640 - - - 696.765 - -77,4%
1. Loans - - - - - - 0,0%
1.1 Current accounts and free deposits 20.904 X X X 73.485 X -71,6%
1.2 Time deposits 2.039 X X X 54.482 X -96,3%
1.3 Other financing 100.774 X X X 296.123 X -66,0%
- repurchase agreements 45.453 X X X 278.018 X -83,7%
- finance leases - X X X - X -
- other 55.320 X X X 18.105 X 205,6%
2. Debt securities 33.924 - - - 272.675 - -87,6%
2.1 structured - X X X - X -
2.2 other debt securities 33.924 X X X 272.675 X -87,6%
Total (carrying amount) 162.912 - 33.870 128.988 700.617 700.681 -76,7%

The composition by fair value level is not provided2012 inasmuch as the disclosure was not regluby the accounting standard previously in
force. IFRS 13, which applies from 2013, does aquire the restatement of information for the corapee period.



Section 7 - Loans to customers - item 7
7.1 Loans to customers: composition by type

31/12/2013 31/12/2012
Book value Fair value Book value Fair value
Performing Non performing 1 L2 L3 Performing Non performing B %
Purchased | Other Purchased | Other

Loans
1. Current accounts 429.620 80288 X X X - X 100,0%
2. Repurchase agreements 102.916 - X X X 15.999 - X 543,2%
3. Mortgage loans 1.890.322 200662 X X X 598.420 16317 X 240,1%
4. Credit cards, personal loans and loans
repaid by automatic deductions from wages 45.259 1704 X X X X 100,0%
5. Fnance leases - - X X X X -
6. Factoring - - X X X - - X -
7. Other 316.900 14493 X X X 125.903 312 X 162,6%
Debt securities = = X X X - - X -

8. structured X X X X

9 other debt securities - - X X X - - X -
Total (carrying amount) 2.785.017 297.147 3.142.834 740.322 16.629 758.662 307,18%)

The composition by fair value level is not provid@d2012 inasmuch as the disclosure was not regliny the accounting standard previously in

force. IFRS 13, which applies from 2013, does aquire the restatement of information for the corapee period.

7.2 Loans to customers: composition by borroweau#ss

| 31/12/2013 31/12/2012 %
Performing Non - performing Performing Non - performing
Purchased Other Purchased Other
1. Debt securities - - - -
a) Governments -
b) Other government agencies -
c) Other issuers -
- non-financial companies -
- financial companies -
- insurance undertakings -
- other - - - -
| 2. Loans to: 2.785.017 740.322 276,2%
a) Governments 24 - 100,0%
b) Other government agencies 7.657 - - - - 100,0%
c) Other - - - 740.322 16.629 -100,0%
- non-financial companies 1.353.817 231.211 28.546 4.002 4769,9%
- financial companies 533.504 6.194 414.957 30,1%
- insurance undertakings 13.292 - - 1.018 - 1205,6%
- other 876.723 59.742 295.802 12.627 203,6%
| Total 2.785.017 297.147 740.322 16.629 307,18%

7.3 Loans to customers: hedged assets (IAS 1/1@&5c32/98.c; ED 7/24.c) (1)

J1M202013 J1M252012 a
1. Loans with specific fair value hedges - 2819 100, 0%
a) interest rate risk 2619 -100,0%

b} exchange rate risk
c) credit risk
d} multiple risks
2. Loans with specific cash flow hedges
a) interest rate risk
b} exchange rate risk
) other

Total

2.619 -100,00%

Section 8 - Hedging derivatives - item 80

This section is not applicable to the financiatesteents of Banca Popolare di Cividale S.c.p.A.

Section 9 - Change in fair value of macro fair vala hedge portfolios - item 90
This section is not applicable to the financiatesteents of Banca Popolare di Cividale S.c.p.A.

Section 10 - Equity investments - item 100

10.1 Equity investments in subsidiaries, joint uezd and companies subject to significant influence

information on investments
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Registered office Fa holding % of votes
A, Companies under joint control
2 Civileasing Srl Udine 100,00% 100,00%
3 Tabogan Srl Cividale del Friuli 100,00% 100,00%
B. Subject to joint control
C. Companies under significant
influence
1 Acileasing S.p.A. Udine 30,00%: 30,00%
2 Acrent S.p.A. Udine 30,00% 30,00%
3 tas Assicurazioni Spa Trento 25,00% 25,00%
4 Help Line San Giovanni al Natisone (UD} 30,01% 30,01%

10.2 Equity investments in joint ventures and camngsasubject to significant influence: accountiigyfes

Totalassets  Total revenues Net income Shareholders' Consolidated Fair value
(loss) equity carrying amount L1 L2 L3
A. Companies under exclusive control
1 Civileasing Spa 33287 5.014 (1.580) 28.994 30.018 X X X
2 Tabogan Srl* 19.977 207 (2.841) 223 223 X X X
B. Companies subject to joint control
C. Companies under significant influence
1 Acileasing S.p.A. ** 39221 16.115 7 3.469 1477 - - 1477
2 Acirent S.p.A. = 3.448 2955 54 1.235 548 - - 548
3 Help Line S.p.a. 24.309 7 701 7.751 2,553 - - 2553
4 ltas Assicurazioni Spa * 16.072 625 (358) 6.043 2199 - - 2199
Total 352,494 9.521 [4.531) 29.217 36.718 6.475

*Financial statements at 30/11/2013 ** Financiahtgments at 30/06/2013

The shareholders’ equity and net income or logallyf owned subsidiaries have been drawn from B&32
financial statements approved by the respectivergémeetings of the shareholders, or where suelndial
statements were unavailable, from the draft fireinstatements approved by the respective boards of

directors.

10.3 Equity investments: annual change

A. Opening balance

B. Increases

B.1 Purchases

of which business combinations
B.2 Writebacks

B.3 Rewvaluations

B.4 Other changes

C. Decreases

C.1 Sales

C.2 Writedowns

C.3 Other changes

of which business combinations
D. Closing balance

E. Total revaluations

F. Total writedowns

C.2 writedowns
tas Spa
Tabogan Srl

I1M22013 J1M2i2012
204.554 207.511
76.554 729
T3 722 T2
T3 T2Z -
3.162 -
244,720 3.686
- 51
4.088 -
240632 3.625
240,632 -
36,715 204.554
Operation amount
4.085
wrrite-down 1.051
write-down 3.037

10.4 Commitments regarding equity investmentshsidiaries

No commitments have been recognised in respecireftdsubsidiaries, as shown in the list of equity

investments provided in the foregoing table 10.1.

10.5 Commitments regarding equity investmentsiim yentures
No commitments have been recognised in respecfuitfygnvestments in joint ventures, as shown anlist
of equity investments provided in the foregoingeatD.1.

10.6 Commitments regarding investments in compauibfect to significant influence

No commitments have been recognised in respeampanies subject to significant influence, as shown

the list of equity investments provided in the fpring table 10.1.
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Section 11 - Property, plant and equipment - item 110
11.1 Operating property, plant and equipment: cosmpan of assets recognised at cost

31/12/2013 31/12/2012 %
1. Property and equipment owned 72.612 29.954 142,4%
a) land 4.933 212 2227,0%
b) buildings 65.032 29.107 123,4%
c) movables 1.880 627 199,8%
d) electrical plant 4 1 273,0%
e) other 764 7 10814,3%
1. Property and equipment acquired under finan - - -
a) land - - -
b) buildings - - -
c) movables - - -
d) electrical plant - - -
e) other - - -
Total 72.612 29.954 142,4%

The following are the estimated useful lives of epable items of property, plant and equipmenagset
class:

- land: indefinite;

- works of art: indefinite:

- buildings — 2% — 50 years;

- furniture — 12% — 9 years;

- plant — 15% — 7 years;

- plant — 30% — 4 years;

- plant — 7.5% — 14 years;

- fixtures — 15% — 7 years; and

- electronic machines — 20% — 5 years.

11.5 Operating property, plant and equipment: arnraange
Land Buildings Movables Blectrical Other Total
plant

A. Opening gross balance 212 30.004 651 48 - 30.915
A.1l Total net w ritedow ns - 897 23 41 - 961
A.2 Opening net balance 212 29.107 628 7 - 29.954
B. Increases 4.721 48.171 8.423 11.630 32 72.977
B.1 Purchases 4.721 48.171 8.423 11.630 32 72.977
of w hich: business combinations 4.721 39.823 8.166 11.239 32 -
B.2 Capitalised improvement costs - - - -
B.3 Writebacks
B.4 Fair value gains recognised in

a) equity

b) income statement
B.5 Positive exchange rate differences
B.6 Transfers frominvestment property
B.7 Other changes - - - - -
C. Decreases - 12.253 7.172 10.869 25 30.319
C.1 Sales - - - -
of w hich: business combinations - - - - - -
C.2 Depreciation - 635 336 251 - 1.222
C.3 Writedow ns for impairment recognised in - - - -

a) equity

b) income statement
C.4 Fair value losses recognised in

a) equity

b) income statement
C.5 Negative exchange rate differences
C.6 Transfers to

a) investment property

b) discontinuing operations - - - - -
C.7 Other changes - 11.618 6.836 10.618 25 29.097
D. Closing net balance 4.933 65.025 1.879 768 7 72.612
D.1 Total net w ritedow ns - 13.150 7.195 10.910 25 31.280
D.2 Closing gross balance 4.933 78.175 9.074 11.678 32 103.892
E. Measurement at cost - - -

81



11.5 Commitments to acquire property, plant andmgent
There were no significant commitments to acquigpprty, plant and commitment.

Section 12 - Intangible assets - item 120
12.1 Intangible assets: composition by category

INM2'2013 I 202012
= o 2 = o 2 T
= T = = T =
= 5 £ 3 = 5 S 3
A1 Goodweill x 19.136 x - 100,0%
A2 Other intangible as=ets - - - - -
A2 1 Assets measured at cost - = - - -
a} Internally generated intangible az=ets - - - -
b}y Other assets = - - - -
A.2.2 Assets measured at fair value - = - - -
aj) Internally generated intangible az=sets - - - - -
b} Other assets = - - - -
Total - 19.136 - - 100,05
12.2 Intangible assets: annual change
- . Other
. Other intangible assets: . "
Exziii internally generated T EE Total

assets: other

Fin. Indef. Fin. Indef.
A. Gross initial carrying amount = = - - - -
A1 Total net adjustments. - - - - - -
A2 Net initial carrying amount - = o = - -
B. Increases 19.136 - - - - 19.136
B.1 Purchases - - - - - -
of which business combinations - - - - - -

B.2 Increases of internally generated intangible assets X - - - - -
B.3 Write-backs X - - - - -
B.4 Positive fair value differences recognised in - - - - - -
- shareholders’ equity X - - - - -
- income statement X - - - - -
B.S Positive foreign exchange differences - - - - - -
B.8 Other changes 19.136 - - - - 19.136
C. Decreases = = o - - -
C.1 Sales - - - - - -

of which business combinations - - - - - -
C.2 Impairment losses - - - - - -

- Amortization X - - - - -
- Write-downs recognised in - - - - - -
shareheolders’ eguity X - - - - -

income statement - - - - - -
C.3 Negative fair value differences recognised in - - - - - -

- shareholders’ equity X - - - - -

- income statement X - - - - -
C.4 Transfer to non-current assets held for sale and

discontinued operations - - - - - -
C.5 Negative foreign exchange differences - - - - - -
C.8 Other changes - - - - - -
D. Net final carrying amount 19.136 - - - - 19.136
D.1 Total net adjustments - - - - - -

E. Gross final carrying amount 19.136 - - - - 19.136
F. Measurement at cost - = = = - -
Key: Fin: finite useful life; Indefin: indefiniteseful life

Goodwill is related to:
1. the acquisition of the banking arm of the forlBanca Agricola di Gorizia; and
2. the acquisition of a bank branch from third jeart

Impairment testing of goodwill
() Goodwill is initially measured at cost, which dexdvfrom the amount by which the consideration paid
() exceeds the net assets and liabilities acquirgdelamount of consideration is less than thevige of the
«] acquiree’s net assets, the difference is recogiisedgh the income statement.

—— ]



After initial recognition, goodwill is measured abst less any cumulative impairment losses. For the
purposes of impairment testing, goodwill acquiradai business combination must be allocated at the
acquisition date to each cash-generating unit @fethtity that is expected to benefit from the carabion,
irrespective of whether the acquiree’s assetsabiliies are assigned to those units.

Goodwill is tested for impairment at least onceeary(at 31 December) and more frequently where
circumstances indicate that the carrying amount haage become impaired.

Allocation of goodwill to cash-generating units (C®&Ss)
With respect to the definition of “cash-generaturgt (CGU),” it should first be noted that follovgrthe
corporate reorganisation undertaken in 2013 theushas identified its operating segments as caimgid
with the individual legal entities that comprise {Group:

* Retail and Corporate and the Corporate Centrehich includes Banca Popolare di Cividale

S.c.p.A,; and

» Leasing which includes Civileasing S.p.A.
The cash-generating units associated with goothaile been attributed to the operating segment iciiigc
with the legal entity Banca Popolare di Cividaldiieh represents the “smallest identifiable groujasdets
that generates cash inflows that are largely indéget of the cash inflows generated by other asgets
groups of assets.”

Estimating cash flows to determine the value in usef a CGU

The accounting principles of reference require thgtairment testing be conducted by comparing the
carrying amount and recoverable amount of each C@Bbere the recoverable amount is less than the
carrying amount, an impairment loss must be reseghiThe recoverable amount of a CGU is the grehter
its fair value and value in use. The recoverablewhof the Bank's CGUs is represented by its vaiue
use, determined on the basis of the future castsfigenerated by each CGU to which goodwill has been
allocated. Such cash flows have been estimatedeobésis of:

e current macroeconomic scenarios;

» the Group’s strategic plan for the period 2014-20dirently pending approval by the Parent
Company’s Board of Directors;

* economic projections for the period 2017-2018; and

» developmental guidelines completing the companygausation process implemented in 2013.

Projections of future results have been extendedith 2018 with the aim of obtaining an assesswicthie
Bank’s income-generating capacity and the abilitciteate value over time, which is independentef t
current macroeconomic scenario.

Value in use has been determined by the managemgintthe methodological support of an authoritativ
external expert, by applying Excess Capital vardditite Dividend Discount Model (“DDM?”). This app#oh

is used to determine the value of a company ornlesgsi unit according to the dividend flows thatsit i
estimated it may generate on a prospective bakik maintaining a minimum capitalisation level sgtent
with the instructions provided in this regard byervisory authorities and in a manner consisterti wi
expected business trends.

This method is widely adopted in well establishedent valuation practice and is supported by tiherhost
academic theory regarding business valuation,quéatily as regards entities operating in the bajkector.
The application of the Dividend Discount Model itwexd the use of expected profitability estimated an
financial parameters to discount flows. In furtlietail, value in use was calculated on the basihef
following assumptions and elements:

* cash flows:an explicit period of 2014-2018, estimated on thsi® of:i) the 2014-2016 Strategic
Plan, currently pending approval by the Parent Gowjs Board of Directors; ang the minimum
level of capitalisation (minimum capital) requiredensure bank business operations.

* terminal value, estimated as a function @flong-term expected net income; arndhe sustainable
growth rate, equal to long-term expected inflation;

* minimum capital: the target capitalisation requirement was assuasea function of a tier 1 ratio
of 8.5%, in line with the targets of major quottadian banks, in light of international practicehéw
determining capital requirements, the above ratas \applied to the prospective RWAs (risk-
weighted assets) of the Banca Popolare di Cividateup, estimated and based on capital
requirements inclusive of the benefits providedfissupervisory regulations for banks belonging to

banking groups, i.e. inclusive a reduction of capmbsorption of 25%;



* discounting rate (Ke) future cash flows have been discounted by usitmstof equity capital (Ke)
determined as the sum of the nominal rate of redarnisk-free assets and a specific risk premium
that reflects the risk level of the industry oferefnce and the specific risks associated with t#rekB
operations. In further detail, the cost of equéypital has been estimated®’1% as the result of:

- R the rate of return on risk-free assets, identiiadhe basis of the gross annual return on
the ten-year Italian benchmark BTP, twelve-monthrage surveyed on 22 February 2014
(source: Market Information Provider) at 4.11%;

- PB: the beta coefficient, which indicates the risk leafea specific equity with respect to the
equity market at large, estimated on the basit@fbeta values for a sample of comparable
companies at 1.02;

- Rm - Re the premium, or difference in return, requestednwestors for an investment in
equities rather than a risk-free investment; tihesypum was determined at 5.0%, in line with
professional practice; and

- the g-rate: the long-term growth rate expected to apply atterdxpress forecasting period,
corresponding to expected inflation in 2018 (souEl®), equal to 2.0%.

Sensitivity analysis

Since valuation is rendered especially complex Ity macroeconomic and market scenario currently
affecting the financial sector as a whole, as wasllby the ensuing difficulty in formulating projects
concerning long-term future profitability, and irder to comply with the provisions of IAS 36, a siéimity
analysis was conducted of the parameters usedeirasBessment aimed at determining the change in
recoverable amount, assuming a change in paramstedsn the impairment testing procedure. In paldr,

that analysis was conducted as a function of aipesind negative change of 30 basis points irKengvith
respect to 9.21%.

An additional sensitivity analysis was conductedimdiscounted rate used (Ke) to render the reabie
amount of the CGU equal to its carrying amount. TEnget cost of capital that results in the CGlikue in

use and carrying amount being equal, is 11.30%.

The results of the impairment test

The impairment test, conducted in accordance witerinational accounting principles, as well as the
indications contained in Bank of Italy/Consob/ISVBBcument No. 4 of 3 March 2010, did not indicéue t
need to proceed with the impairment of the goodedtried as at 31 December 2013.

In addition, it should be emphasised that the patara and information used to test recoverable amou
(particularly the expected cash flows for the C@enitified, as well as the discounting rates applieye
been significantly influenced by the macroeconommd market scenario, which could undergo abrupt
changes currently not subject to prediction. THeatfthat such changes could have on the estinfdteso
CGU's cash flows, as well as on the main assump@aopted, could thus yield results significantffedent
from those presented in these financial statemerte financial statements of future years.

Section 13 - Tax assets and tax liabilities - iterti30 of assets and item 80 of liabilities
Deferred tax assets came to €51,830 thousand aptheniaroken down as follows:

13.1 Deferred tax assets: composition
JM22013 311272012

Tax effect on AFS reserve 458 432
staff costs 619 35
other 1.138 1
goodwil 437 -
loans 49,169 -
Total 51.830 523



13.2 Deferred tax liabilities: composition
Deferred tax liabilities came to €7,121 thousand lsuay be broken down as follows:

31/12/2013 31/12/2012
Goodw ill 3.588 -
PPA 494 -
staff costs 13 -
Tax effect on AFS 2.997 8.190
Other 29 -
Totale 7.121 8.190

13.3 Changes in deferred tax assets (through thenme statement)

3122013 31122012 |
1. Opening balance 51 132
2Increases 55.997 91
2.1 Deferred tax assets recognised during the year 25555 81
a) in respect of previous pericds - -
b}y due to changes in accounting policies - -
c) writebacks - -
d} other 29.959 91
2.2 New taxes or increases in tax rates - -
2.3 Other increases 26.038 -
3. Decreases 4725 132
3.1 Deferred tax assets derecognised during the year 3.789 132
a) reversals 3.739 132
b} writedowwns for supervening non-recoverability - -
c) due to change in accounting policies - -
d} other
3.2 Reduction in tax rates - -
3.3 Other decreases - -
a) conversion in tax assets set forth in kalian Laww 2142011 937 -
b}y other - -
4.Closing balance 51.362 91

13.3.1 Changes in deferred tax assets pursuanaw214/2011 (through the income statement)
31/12/2013  31/12/2012

1. Opening balance -
2.Increases 12.512 -

of which: business combination 12.512 -
3. Decreases (937) -
3.1 Reversals - -
3.2 Transformation into tax credits (937) -

a) from losses for the year (937) -
b) from fiscal losses -

3.3 Other decreases - -
4.Closing balance 11.575 -

13.4 Changes in deferred tax liabilities (througle income statement)

31/12/2013 31/12/2012
1.0pening balance - -
2. Increases 4.293 -
2.1 Deferred tax liabilities recognised during the year 1.205 -

a) in respect of previous periods - -
b) due to changes in accounting policies - -
c) other 1.205 -
2.2 New taxes or increases in tax rates - -
2.3 Other increases 3.088 -
3. Decreases 182 -
3.1 Deferred tax liabilities derecognised during the year 182 -
a) reversals 182 -
b) due to change in accounting policies - -
c) other - -
3.2 Reduction in tax rates - -
3.3 Other decreases - -
4. Closing balance 4.111 -
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13.5 Changes in deferred tax assets (through equity
31/12/2013  31/12/2012

1.0pening balance 432 5.409
2. Increases 467 432
2.1 Deferred tax assets recognised during the year - 432

a) in respect of previous periods - -
b) due to changes in accounting policies - -

c) other - 432
2.2 New taxes or increases in tax rates - -
2.3 Other increases 467 -
3. Decreases 432 5.409
3.1 Deferred tax assets derecognised during the year - -

a) reversals 432 5.409

b) w ritedow ns for supervening non-recoverability - -

c) due to change in accounting policies - -

d) other - -
3.2 Reduction in tax rates - -
3.3 Other decreases - -
4.Closing balance 468 432

13.6 Changes in deferred tax liabilities (througjuiy)

JIMM22013 JMM2i2012
1.0pening balance 2.1590 850
2. Increases 3.011 &.190
2.1 Deferred tax liabilties recognised during the ye 3.011 &.180

a}) in respect of previous periods - -

b} due to changes in accounting policies - -

c) other 3.011 8.190
2.2 Mew taxes or increases in tax rates - -
2.3 Other increases - -
3. Decreases 8190 550
3.1 Deferred tax liabilties derecognised during the - -

a) reversals 8.190 S50

b} due to change in accounting policies - -

c}) other - -
3.2 Reduction in tax rates - -
3.3 Other decreases - -
4. Closing balance 3.010 8.190

13.7 Other information

Tax treatment of impairment and other losses on laas

Law No. 147 of 27 December 2013 (the 2014 StabMity) significantly modified the rules governingeth

deductibility of impairment and other losses onn®dor the purposes of both corporate income tak an

regional production tax.

The changes primarily affect banks, insurers andnitial institutions, whereas companies at largé db

not prepare their financial statements in accordanith IASs are affected by the application of the

requirements of the certainty and precision ofdesa cases of the derecognition of loans.

In further detail, paragraphs 158 and 159 allowtiestoperating in the banking, finance and insoean

sectors, effective the tax period in progress abg8tember 2013, to include in their taxable basete

purposes of regional production tax net impairmesses and recoveries on loans during the yeahiohw

they are recognised and the following four yearse Positive effect comes to approximately €5,160

thousand, of which €1,032 thousand in terms ofelessirrent regional production tax paid due to the

immediate deductibility of one-fifth of net impaiemt losses on loans, and €4,128 thousand in tefrthg o

recognition of greater deferred tax assets onghmming four-fifths.

Paragraphs 160 and 161 modify the rules govertiegdeductibility of impairment and other losses on

recognised loans, with a particular impact on thies applicable to lenders and financial institogio
<J Impairment losses on loans may now be deductedstraight-line basis over a period of five yeahg: first
() fifth is deducted during the year in which the innpgent loss is recognised, while the remaining fiiftins

are deducted in the following four tax periods. hdasses are also deductible according to the same

conditions, with the exception of losses on loagalised upon disposal for consideration, which are



deductible in full during the year in which theyearecognised. Impairment and other losses on loans
deductible in fifths are considered net of recaa®n recognised loans. This change does not hieaa d
effects on the income statement.

Transformation of deferred tax assets into tax creits

Article 2 of Law Decree No. 225 of 29 December 2(tb@ “Thousand Extensions Decree”), enacted, with
amendments, as Law No. 10 of 26 February 201lwallteferred tax assets recognised in connectidn wit
impairment losses on loans by banks and finandalpanies, goodwill and other intangible assetseto b
transformed into tax credits in certain situatiofise provision was most recently amended by Law1¥@.

of 27 December 2013 (the 2014 Stability Act), whittended the rules to include deferred tax assets
(DTAs), in connection with the same items as aboeognised with respect to regional production #&x
well as the losses on loans of banks and finanomipanies, considering that the tax treatmentdi fasses
was also modified by the Stability Act, to bringnto line with that of impairment losses, as ithased above.

In extremely short form, the rules that allow thensformation of deferred tax assets state that:

» DTAs are transformed into tax credits upon the aemnce of operating losses presented in the separat
financial statements. The transformation applieart@mount corresponding to the share of the loss
for the year, corresponding to the relationshipveet DTAs and the sum of share capital and reserves

» any share of such DTAs that contributes to the &ion of a tax loss for the purposes of corporate
income tax or a negative value of production far plurposes of regional production tax is converted
into a tax credit, with the concurrent de-activatid the recoverability limits envisaged for tasdes;

» tax credits go not generate interest. They maysid uvithout limits of amount, for offsetting agstin
other tax payables (including those deriving fronthholding agent activity) and social-security
payables by a single bank or corporate tax coreidid programme. Such tax credits may also be
transferred at nominal value according to the ptaoe governed by Art. 4&r of Presidential Decree
No. 602/1973 and may be submitted for a refundhefremainder after offsetting.

In this regard, due to the losses recognised iR financial statements of the merged compdBdesa
di Cividale S.p.A. and Nordest Banca S.p.A., in 2@1e Bank converted DTAs into tax credits of €937
thousand.

Corporate income surtax of 8.5%

Article 2, paragraphs 2 and 3, of Law Decree N@ df330 November 2013, converted by Law No. 5 of 29
January 2014, established a corporate income soft@6% applicable to lenders and financial ingiwns
governed by Legislative Decree No. 87 of 27 Jan882, the Bank of Italy and companies and entitias
conduct insurance business. The surtax applieslimited manner to the tax period in progress at 31
December 2013. In particular, paragraph 3 lays dgpetific provisions for entities participatingaptional

tax consolidation programmes, which are requireduigject their taxable income to the surtax andemak
payment of the tax due independently, effectiviigrgging the rules previously applicable to shethpanies
and companies operating in the energy sector tchwiie “Robin Tax” applies. The surtax is not duwe o
increases due to the application of Article 106ageaph 3, of income taxes, pursuant to the Deuf¢lee
President of the Republic No. 917 of 22 Decemb@&618s amended by the 2014 Stability Act, or the-fo
fifths of impairment and other loan losses subjedaxation. The statute did not yield any effantserms

of greater current taxes.

Probability test on deferred taxes
IAS 12 requires that deferred tax assets and iigisilbe recognised according to the followingestd:

» taxable temporary differences: a deferred tax llighinust be recognised for all taxable temporary
differences;

» deductible temporary differences: a deferred tartas to be recognised for all deductible temporar
differences if it is probable that sufficient tal@mcome will be earned in order to use the deblect
temporary difference. Deferred tax assets not n@sed in a given year — inasmuch as the conditions
for their recognition had not been satisfied — @rebe recognised in the year in which those
requirements are met.

Accordingly, the amount of the deferred tax assstsgnised must be tested each year in order ¢éordete
whether it is reasonably certain that taxable ineovill be earned in the future and thus that tHerded tax
assets may be recovered.

For the 2013 financial statements, as in previaers, an analysis has been conducted with the &inT-e
verifying whether projections of future profitaltyiiare sufficient to ensure the re-absorption déded tax



assets and therefore justify their recognition rteintion in the financial statements (a processvknas the
“probability test”).

In conducting the probability test on the defertadassets recognised in the Group’s financiaéstants at
31 December 2013, as for the 2012 financial statsnedeferred tax assets deriving from deductible
temporary differences were considered separatelthi$ regard, it is relevant that effective the peeriod
ended 31 December 2011 the law permits the comrensio tax credits of deferred tax assets receghiis
financial statements to account for tax lossesngyifom the deferred deduction of qualified tergrgr
differences (Article 2, paragraph B, of Law Decree No. 225/2010, introduced by Arti@lef Law Decree
No. 201/2011, converted into Law No. 214/2011pgdudition to that already provided for where thessefe
financial statements present a loss (Article 2ageaphs 55 and 56, of Law Decree No. 225/2010)h Suc
convertibility has introduced an additional, suppdmtary method of recovery that is appropriatengueng
the recovery of qualified deferred tax assetslisialations, regardless of an enterprise’s fuprcditability.

In fact, if qualified temporary differences exceaagable income in a given year, the recovery oéefl tax
assets does not take the form of a reduction akntitaxes, but rather of the recognition of defgrrax
assets on the tax loss, convertible into tax csqulitsuant to Article 2, paragraph B6; of Law Decree No.
225/2010.

The convertibility of deferred tax assets on tagsks resulting from qualified temporary differenies
therefore a sufficient condition for the recognitiof deferred tax assets in the financial statesyehereby
ensuring that the associated probability test @ioitly passed.

This arrangement is also borne out in the jointkBaintaly, Consob and ISVAP document no. 5 of 1&M
2012 (issued in the framework of the IAS/IFRS Apation Coordination Board) concerning #hecounting
Treatment of Deferred Tax Assets Deriving from LZ4/2011and in the subsequent Italian Banking
Association IAS document no. 112 of 31 May 20T2X Credits Deriving from the Transformation of
Deferred Tax Assets: Clarification from the Banktaly, Consob and ISVAP Regarding the Applicatibn
IAS/IFRS.

On this basis, the test consisted of the follovateps in particular:

a) identifying deferred tax assets other than those@ated with impairment losses on loans, goodwill
and other intangible assets with indefinite usdiués (“non-qualified deferred tax assets”)
recognised in the consolidated financial statemésjtsanalysing such non-qualified deferred tax
assets and the deferred tax assets recognisee @otisolidated financial statements, distinguishing
them by type of origin and thus by foreseeablertgrof recovery; and

b) forecasting the Company’s future profitability withe aim of verifying the ability to absorb the
deferred tax assets set forth in point a) above.

The test conducted indicated that taxable income sudficient and able to absorb the deferred taetas
recognised in the financial statements at 31 Deeer2d13.

Section 14 - Non-current assets held for sale andsdontinued operations and associated liabilities -
item 140 of assets and item 90 of liabilities
This section is not applicable to the financiatesteents of Banca Popolare di Cividale S.c.p.A.

Section 15 - Other assets - item 150
15.1 Other assets: composition

3122013 3MM22012 %

Amounts due from the tax authorities 205 - 100,0%
Ammounts due from the tax authorities for withholdings

on interest paid to customers and other amounts due 5.421 - 100,0%
Cheques drawn on the bank to be settled 472 - 100,0%
Counterparts for securities ad coupon payments to be

received 132 - 100,0%
Soundry items to be debited to customers and banks &G04 - 100,0%
Value date differences on portfolio transactions - - 0,0%
Costs and advances pending financial allocation 70 - 100,0%
Transit items 203 - 100,0%
temns finalized but not allocable to other tems 17.518 7113 146, 3%
Amounts related to payment for the supphy of goods and

SEMViCES 1r - 100,0%
Other 37 - 100,0%
Total 30.627 7.113 329,2%

EENN—



The various items include:
- the share of loans on third-party funds, the rissoaiated with which is not borne by the Bank, in
the amount of €6,699 thousand;
Cartasi fees of €2,200 thousand; and
order receipt commissions of €1,010 thousand.
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LIABILITIES

Section 1 - Due to banks - item 10
Due to banks: composition by type

31/12/2013 31/12/2012 %
1, Due to central banks 851.281 624.877 36,2%
2, Due to banks - 285.571 -100,0%
2,1 Current accounts and demand deposits 66.655 81.286 -18,0%
2,2 Time deposits 520 140.186 -99,6%
2,3 Borrow ings - 64.099 -100,0%
2,3,1 Repurchase agreements - 4.502 -100,0%
2,3,2 other 79.380 59.597 33,2%
2,4 Liabilities in respect of commitments to repurchase ow n equit - - -
2,5 Other payables 87 - 100,0%
Total 997.922 910.448 9,6%
Fair value L1 - - 0,0%
Fair value L2 - 0,0%
Fair value L3 997.922 - 0,0%
Fair value 997.922 910.448 9,6%

(*) At 31 December 2012, the fair value of amouthis to banks was €910,448 thousand. The compob¥ifeair value level is not provided for
2012 inasmuch as the disclosure was not requiretthéaccounting standard previously in force. IFRBSwhich applies from 2013, does not
require the restatement of information for the canagive period.

Section 2 - Due to customers - item 20

31/12/2013 31/12/2012 %
1. Current accounts and demand deposits 1.378.360 - 100,0%
2. Time deposits 282.466 - 100,0%
3. Borrow ings - 1.186.802 -100,0%
3.1 Repurchase agreements 1.257.498 1.120.988 12,2%
3.2 Other 631 65.814 -99,0%
4. Liabilities in respect of commitments to repurchase ow n equity - - -
5. Other payables 39.564 - 100,0%
Total 2.958.519 1.186.802 149,3%
Fair value L1 - - 0,0%
Fair value L2 - 0,0%
Fair value L3 2.957.656 - 0,0%
Fair value 2.957.888 1.186.051 149,4%

(*) At 31 December 2012, the fair value of amouhis to customers was €1,186,051 thousand. Theasitiom by fair value level is not provided
for 2012 inasmuch as the disclosure was not reguinethe accounting standard previously in foré&k$ 13, which applies from 2013, does not
require the restatement of information for the canagive period.

Section 3 - Debt securities issued - item 30
3.1 Debt securities issued: composition by type

31/12/2013 31/12/2012
Book value Gaidvalie Book value Gaidvalle
L1 L2 L3 L1 L2 L3 %
A. Securities

1. Bonds 650.295 650.295 714.224 714.224 -9,0%
1.1 structured 14.936 14.936 - 40 - 40 37242,2%
1.2 other 635.358 635.358 714.184 714.184 -11,0%
2. Other 79.989 - 79.989 - 100,0%
2.1 structured - - 100,0%
2.2 other 79.989 - 79.989 - - 100,0%
Total 730.284 650.295 79.989 714.224 714.224 2,2%

Key:BV = book value; FV = fair value

3.2 Breakdown of item 30 “Debt securities issuestibordinated securities

The amount included under “Debt securities isswzdlie to €61.8 million. The item refers to the fallog

bond issues:

a) Subordinated bond with a nominal value of €1kioniissued on 7 April 2008:

- interest rate: first coupon of 4.81% gross annaghple on 7 July 2009; subsequent coupons foirste f
five years: monthly average three-month Euribottfiermonth prior to the due date of each coupas pl
a spread of 0.25%; for the next five years, iatsig from the coupon payable on 7 April 2013erest
will be equal to the same average plus a risingaspof: 0.35% for coupons payable during the siztr;
0.45% for coupons payable in the seventh year20 6 coupons payable in the eighth year; 0.65% for
coupons payable in the ninth year; and 0.75% fapoas payable in the tenth year;

- amortisation schedule: principal on the bond ibdaepaid in five equal instalments of 20% of ppat
starting on 7 April 2014, with maturity on 7 ApBi018;



- early redemption clause: the Bank reserves thé tigredeem the bond early, provided that at et
years have elapsed since the date of issue, watpribr consent of the Bank of Italy, and with eadt
one month’s notice;
no provisions exist for conversion into share @dpit

b) Subordinated bond with an original nominal vadfi€40 million issued on 13 August 2007:

- interest rate: first coupon of 4.6% gross annughpke on 13 November 2007; subsequent coupons for
the first five years: monthly average three-monthilior for the month prior to the due date of each
coupon, plus a spread of 0.25%; for the next fivary, i.e. starting from the coupon payable on dgust
2012, interest will be equal to the same average @kising spread of: 0.35% for coupons payaliegu
the sixth year; 0.45% for coupons payable in theistn year; 0.55% for coupons payable in the eighth
year; 0.65% for coupons payable in the ninth yaad, 0.75% for coupons payable in the tenth year;

- amortisation schedule: principal is to be repaifivia equal instalments of 20% of principal stagtion
13 August 2013;

- maturity: 13 August 2017;

- early redemption clause: the Bank reserves thé tigredeem the bond early, provided that at lBaest
years have elapsed since the date of issue, watpribr consent of the Bank of Italy, and with eadt
one month’s notice;

- subordination clause: if the Bank is wound up tbieds shall only be repaid all other creditorsemptally
subordinated have been satisfied;

- no provisions exist for conversion into share Gpit

¢) Subordinated bond with a nominal value of €1Bion issued on 10 December 2013:

- interest rate: half-yearly coupons equal to thensdath Euribor rate plus a spread of 430 bps;

- amortisation schedule: principal on the bond id¢oredeemed in five equal instalments of 20% of
principal starting on 10 December 2014;

- maturity: 10 December 2018;

- no early redemption clause has been provided for;

- subordination clause: if the Bank is wound up ltbieds shall only be repaid all other creditorsetptally
subordinated have been satisfied;

- no provisions exist for conversion into share @ipit

3.3 Breakdown of item 30 “Debt securities issuesfiecifically hedged securities
This item is not applicable to the financial sta¢ens of Banca Popolare di Cividale S.c.p.A.

Section 4 - Financial liabilities held for trading- item 40
4.1 Financial liabilities held for trading: compdigin by type

IMM22013 IMMM22012
P W Ta
W L1 L2 L3 Fw= N L1 L2 L3 Fwr=

A. On-balance-sheet liabilities

1. Due to banks - - - = = - - - -

2, Due to customers - - - = = - - - -

3. Debt securities - - - - - - - - -

2.1 Bonds - - = = = - - - -
2.1.1 structured = = = - by - - _ e
3.1.2 other bonds - = = = b4 - - - W

3.2 Other securities - - - - = - - - -
3.2.1 structured = = = - by - - _ e
3.2.2 other = = - - b - - - *

Total A = = = = = = - - -

B. Derivatives - - - = = - - - -

1. Financial derivatives - - 965 - - - 45 - - 19598%
1.1 trading * - 965 - XX - 45 - * 1558%
1.2 associated with fair value option X - - - X X - - - ®
1.3 other X - - = X X - - - b

2 Credit derivatives - - - - - - - - -

2.1 trading X = - - »oOX - - - e

2.2 as=sociated with fair wvalue option X - - - X X - - - X

2.3 other K - - - e X - - - o -

Total B X 965 K X 46 X 1997,8%

Total (A+B) X = X X 46 X 1997 8%

Key: FV = fair value; FV* = fair value calculated by excluding the changedn value due to the change in the issuer's cratiitg since the issue
date; NV = nominal or notional value



Section 5 - Financial liabilities designated at faivalue - item 50

This section is not applicable to the financiatesteents of Banca Popolare di Cividale S.c.p.A.

Section 6 - Hedging derivatives - item 60

6.1 Hedging derivatives: composition by type oftamt and hierarchical levels

FV 31/12/2013 VN FV 31/12/2012 VN
L1 L2 L3 31/12/2013 L1 L2 L3 31/12/2012

A. Financial derivatives 2.915 20.000

1) Fair value 2.915 20.000

2) Cash flow s

3) Foreign investments
B) Credit derivatives

1) Fair value

2) Cash flow s - -
Total 2.915 20.000

Key: FV =fair value; NV =notional value [HALevell L2 =Level 2 L3 =Level 3

6.2 Hedging derivatives: composition by hedgedfpbat and type of hedge

This item is not applicable to the financial statents of Banca Popolare di Cividale S.c.p.A.

Section 7 - Change in fair value of financial liabities in macro fair value hedge portfolios - item70

This section is not applicable to the financiatestaents of Banca Popolare di Cividale S.c.p.A.

Section 8 - Tax liabilities - item 80
For information on this section, please see Sed®under Assets.

Section 9 - Liabilities associated with discontinuoperations - item 90

This section is not applicable to the financiatesteents of Banca Popolare di Cividale S.c.p.A.

Section 10 - Other liabilities - item 100
10.1 Other liabilities — composition

31/12/2013
Amounts due to social security and w elfare institutions 1.510
Amouns due to public entities on behalf of third parties 4.228
Sundry items to be debited to customers and banks -
Amounts available to customers 3.686
Amounts payable to employees 2.470
Value date differences on portfolio transactions 17.726
Sundry items to be debited to customers 7.059
Intems in transit betw een branches 145
Accruals other than those capitalised 516
Guaratees given 830
Payables related to the supply of goods and services 7.469
Sundry and residual items 37.997
Total 83.636

The various items include:

31/12/2012

317
348

%
0,0%
376,3%
1115,0%
0,0%
368453,8%
373,1%
100,0%
100,0%
100,0%
234,9%
100,0%
1028,3%
483,4%
882,0%

e amounts due to the vehicle for securitised mortdages (€23,549 thousand); and

» third-party funds for agricultural loans (€6,54 btisand).



Section 11 - Employee termination benefits - item1D

11.1 Employee termination benefits: annual change

31/12/2013 31/12/2012 %
A. Opening balance 419 423 -0,9%
B. Increases 6.971 352 1878,6%
B.1 Provision for the year 1.757 352 398,7%
B.2 Other increases 5.214 - 100,0%
C. Decreases 1.746 356 389,9%
C.1 Severance payments 392 27 1336,0%
C.2 Other decreases 1.354 329 311,4%
D. Closing balance 5.645 419  1247,3%
Total 5.645 419 1247,3%

Item C.2 “Other decreases” refers to the amouatssferred to the pension fund and INPS Treasurg.Fun
Under international accounting principles, emploj@enination benefits are considered post-employmen
benefits of the defined-benefit type. Accordindty, accounting purposes, their value is determihesugh
actuarial approaches based on a technical proc&doren in actuarial literature as the “MAGIS” metho
This method, based on a stochastic simulationeMbntecarlo type, allows projections to be prepdoe
the compensation costs for each employee, consgitre demographic and compensation figures agsdcia
with each position, without aggregating those pas# or introducing average values. The calculatizare
performed for the number of years necessary foraikers currently in service to leave service.
In accordance with IAS 19, the actuarial assesssrtamte been conducted according to the accrueditbene
method by using the Projected United Credit Method.
Technical assessments were conducted accordihg foltowing parameters:

> annual technical discount rate: 3.17%;

> annual inflation rate: 2.00%;

» annual rate of termination benefit increase: 3.00%.
As required by ESMA, the actuarial assessment esated while leaving all other hypotheses unchliéinge
but considering a discounting rate equal to thexrfdr the Eurozone, Iboxx Corporate AA, with aation
of 10+ years, in a manner consistent with the ayefanancial duration of prospective divestmergsl tio
departures from the category subject to assessiReoalculation on the basis of the above discogntite
would have entailed the recognition of a greatsility of €24 thousand.

Section 12 - Provisions for risks and charges - ite 120
12.1 Provisions for risks and charges: composition

HMHM22013 MHM22012 %
1. Company pension plans - - -
2. Dther provisions 3.206 17 159283,2%
2.1 legal disputes 200 17 4505 9%
2.2 =taff costs - - -
2.3 other 2.495 - 100,0%
Total 6.592 17 J8677,1%



12.2 Provisions for risks and charges: annual chang

Pension plans Other provisions Total
A. Opening balance - 17 17
B. Increases - 3.599 3.599
B.1 Provision for the year - 2.437 2.437
B.2 Changes due to passage of time - -
B.3 Changes due to changes in discount rate - - -
B.4 Other increases - 1.162 1.162
C. Decreases - 320 320
C.1 Use during the year - 263 263
C.2 Changes due the changes in discount rate - - -
C.3 Other decreases - 57 57
D. Closing balance - 3.296 3.296

12.4 Provisions for risks and charges - other
Provisions for risks and charges consist of thiefdhg:

Provision for revocatory actions

This provision stood at €800 thousand as at 31 mbee 2013 and represents the estimated amount of
expected liabilities, calculated specifically witte support of the Bank’s legal counsel, in respéct
judicial and out-of-court actions in which the Basla defendant.

Provisions for contingencies and complaints

This provision amounted to €2,496 thousand at 3deDwer 2013 and consisted of €1,967 thousand of
accruals for complaints and civil litigation and2€&housand of accruals for the interbank depaesitantee
fund.

Section 13 - Redeemable shares - item 140
This section is not applicable to the financiatesteents of Banca Popolare di Cividale S.c.p.A.

Section 14 - Shareholders’ equity - items 130, 15060, 170, 180, 190 and 200
Shareholders’ equity is defined by internationadcamting standards as “the residual value of aryént
assets after all liabilities have been deductedbira financial standpoint, equity represents tloaetary
extent of the resources contributed by the ownegeperated by the entity.
Capital management is the set of policies and messequired to determine the capitalisation leasiwell
as the optimal combination of the various altergatiapitalisation instruments aimed at ensuringdagital
and capital ratios are consistent with the riskfifgroassumed, in full accordance with supervisory
requirements.
In further detail, the capital policy adopted bg @&roup is founded upon the three following appheac
full compliance with regulatory requirements (reggaty approach);
appropriate monitoring of risks associated withKdag operations (management approach); and
support for company development projects (stratapproach).
These approaches correspond to appropriate defigitif capital, specific objectives and particelanporate
functions.
From a regulatory point of view, the definitionadpital is that set out in supervisory regulatidbegoing
compliance with minimum capital requirements (Rillg, which are monitored on a regular basis and
considered a constraint during planning, is anrgggderecondition for operations.
From the point of view of risk management — onéefkey functions in banking — capital is considette
main defence against possible unexpected lossesajed by the various risks assumed. The amount of
capital is optimal if it is sufficient to absorbexpected losses estimated for a specific confiderneeval,
thereby guaranteeing the continuity of operatiorer @ specified time period (Pillar 2).
Accordingly, capital management is aimed at govayitihe Group’s current and prospective capitatiggli
by both monitoring compliance over time with regats requirements for Pillar 1 risks and constantly
checking overall capital adequacy for Pillar 2 sisk
From the company standpoint, capital adequacysessaed in reference to funding for assets that yeglirns
in the long term (fixed assets, equity investmeausl goodwill), strategic reorganisation processes,
turnaround projects and investment needs. Actusgésscto adequate capital, considered a scarcéy cost
resource, is associated with the creation of vakia condition for the expected return.

As a cooperative bank with strong local roots,Ba@k implements its capital policy primarily thrdug



- the gradual expansion of its size and the broadrg@bical distribution of its owners;
- the issuance of financial instruments (ordinaryesa@nd convertible bonds); and
- ensuring a deep market for its instruments byniisthem on regulated markets.

The merger of Banca di Cividale and Nordest Bantathe Parent Company, Banca Popolare di Cividale,
authorised by the Bank of Italy on 31 October 204&s finalised on 28 December 2013 with the exeauti
of the merger agreement, effective from a legaddypaint from 30 December 2013, entailing the isseanf
94,866 ordinary shares of Banca di Cividale S.c,pcArresponding to a share capital increase ob€28
thousand.

At 31 December 2013, Banca Popolare di Cividalefhligl subscribed and paid-in share capital of £568,
thousand, divided into 17,022,649 ordinary shariésont par value.

14.1 Bank's shareholders' equity: composition

31/12/2013 31/12/2012 %

1. Share capital 51.068 50.783 0,6%
2. Share premiums 198.570 196.529 1,0%
3. Reserves (%) 42.845 38.046 12,6%
4. (Treasury shares) (7) (9.740) -99,9%
5. Valuation reserves 8.552 19.981 -57,2%
6. Capital instruments - - -
7. Net income (loss) for the period (33.850) 14.172 -338,8%

Total 267.177 309.771 -13,8%

(*) The figures have been adjusted as a consequefitte retrospective application of IAS 19. Thaipent impacts are detailed separately in the
notes.

14.2 Share capital — Number of shares: annual ckang

Ordinary Other
A. Shares at start of year 16.530.154 -
- fully paid - -
- parthy paid - -
A1 Treasury stock (-} - 397 5689 -
A2 Shares in circulation: opening balance 18927 7563 -
B. Increases 1.371.054 -
B.1 New issues 54 2885 -
- paid izssues: 04 8335 -

- business combinations - -
- conversion of bonds - -
- exercise of warrants - -
- other 594 835 -
- bonus izsues: - -
- to employees - -
- to directors - -

- other - -
B.2 Sale of own shares 1.276.168 -
B.3 Other changes - -
C. Decreases 278.896 -
C.1 Cancellation - -
C.2 Purchase of own shares 378.396 -

C.3 Dizposal of companies - -
C.4 Other changes - -
D. Shares in circulation: closing balance 17.022.362 -

0.1 Treasury stock (+} 297 -
0.2 Shares at end of the yvear 17.022.549 -
- fully paid 17.022.645 -
- parthy paid - -

-0¢
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14.3 Capital: other information

Share capital consists of 17,022,649 ordinary sharth a par value of €3.00 each, for an aggreigasé of

€51,068 thousand.

Schedule illustrating eligibility for distributiompossible uses and origins of shareholders’ eqeisgrves as required by Article

2427 of the Italian Civil Code

L 204

(UL UTILISATION  AMOUNT UL%ESZ‘ OTHER
sy12/2013  OPTIONS AVAILABLE oo VERAGE
Share capital 51.068 -
Capital reserves - - -
Share premiums 198.570 A-B-C 198.570 198.570
Valuation reserves 8.552 A-B 8.552 8.552
Other reserves - A-B-C - -
- legal reserve 19.208 B 19.208 19.208
- reserve for the purchase of treasury shares (7 - -
- statutory reserve 29.142 A-B 29.142 29.142
- other reserves 5.500 A-B 5.500 5.500
- retained earnings (6.940) A-B (6.940) - 6.940
Net income for the period (33.850) - -
Total 271.242 254.031 254.031
Non available - - -
Available 271.242 254.031 254.031
A: for share capital increases; B for coveragens$és C: for distribution to shareholders
14.4 Earnings reserves: other information
31/12/2013 31/12/2012 %
Legalreserve 19.208 17.797 7,9%
Treasury share reserve - - -
Statutory reserve 29.142 21.840 33,4%
las-Ifrs reserve 285 285 0,1%
Other reserves 5.215 5.067 2,9%
Merger deficit (10.298) - 100,0%
Merger surplus 6.233 - 100,0%
Retained earnings IAS-IFRS (6.940) (6.940) 0,0%
Total 42.845 38.049 12,6%
14.5 Equity instruments: composition and annualngjes
This item is not applicable to the financial stagets of Banca Popolare di Cividale S.c.p.A.
14.6 Other information
This item is not applicable to the financial statents of Banca Popolare di Cividale S.c.p.A.
OTHER INFORMATION
1. Guarantees issued and commitments
31/12/2013 31/12/2012 %
1) Financial guarantees issued 39.722 21.418 85,5%
a) Banks 3.062 1.986 54,2%
b) Customers 36.660 19.432 88,7%
2) Commercial guarantees issued 60.493 3.764 1507,2%
a) Banks 1.010 470 114,7%
b) Customers 59.483 3.293 1706,1%
3) Irrevocable commitments to disburse funds 21.702 5.344 306,1%
a) Banks - 4.411 -100,0%
i) certain use - 4.411 -100,0%
ii) uncertain use - - -
b) Customers 21.702 933 2226,1%
i) certain use 168 - 100,0%
ii) uncertain use 21.535 933 2208,1%
4) Commitments underlying credit derivatives: sales of protection - - -
5) Assets pledged as collateral for third-party debts - 7.032 -100,0%
6) Other commitments - - -
Total 121.917 37.558 224,6%




2 - Assets pledged as collateral for liabilitiesdatommitments

31/12/2013 31/12/2012 %

1. Financial assets held for trading - -

2. Financial assets recognized at fair value - - -
3. Financial assets available for sale 1.327.460 1.212.377 9,5%
4. Financial assets held to maturity 105.369 104.063 1,3%
5. Loans to banks - - -
6. Loans to customers 555.748 117.497 373,0%
7. Property, plant and equipment - - -

Loans to customers include €527,857 thousand adiseotes subscribed for following the self-sedsation
transactions finalised in May 2009 and February auig 2012.

In addition, the Bank has committed off-balanceesisecurities of €446,465 thousand, of which €280,0
thousand associated with notes issued by BPC digddépurchased, representative of liabilities guaeed

by the Italian government pursuant to Art. 8 of LBecree 201 of 6 December 2011, converted into Law
214 of 22 December 2011, used as collateral fimae€ing transactions with the European CentrakBan

4. Management and intermediation services

JMM22013

1. Trading in financial instruments on behalf of third parties
a) Purchazes

1. zettled -

2. not yvet settled -
b} Sales

1. zettled -

2. not yet settled -

2. Asset management 230,738
a} individual 230738
b} collective -

3. Custody and administration of securities 5.949.437

a) third-party securities held as part of depository bank -
zervices (excluding portfolic management)
1.securities issued by reporting entity -
2. other -
b} other third-party securities on deposit (excluding portfolio man: -
1. securities izzued by reporting entity -

2. other 1.087 277
c} third-party securities deposited with third parties 1.074.431
d} securities owned by bank deposited with third parties 3787725

4, Other

The amount of loans to customers corresponds teathe of the senior notes subscribed for followtimg
self-securitisation transactions finalised on 25/N809, 1 December 2011, 6 August 2012 and 9 August

2013.

5 - 6 . Financial assets and liabilities presenteda net basis, subject to master netting agreesmant
similar agreements
IFRS 7 requires that specific disclosure be pravifte financial instruments that are set off in tiadance
sheet pursuant to IAS 32 or that are partiallyilelegfor offsetting, upon the occurrence of cerzinditions,
in that they are governed by master netting agragsrer similar agreements that do not comply wli t
criteria established by IAS 32 for offsetting iretfinancial statements.
For the Banca Popolare di Cividale Group, thereevmer outstanding netting agreements for which leaian
are to be offset in the balance sheet pursua®33P.
The financial instruments potentially eligible faffsetting in the tables below are governed byftfiewing
agreements:
- for derivative instruments: an ISDA master agreemaed clearing house netting agreements;
- for repurchase and reverse repurchase agreememsster agreement entitled the Global Master
Repurchase Agreement (GMRA); and
- for securities lending: the Global Master Secusitiending Agreement (GMSLA). N

-
(T

|



L 206

2013 Reports and Financial Statements

ArlnounF o Rl .amognt C Related amounts not offse tin
Gross Tmé'.]qal HETIEIEL the financial statements
. amountof “abm_“es assgts Net amount Net amount
TR Eme financial GIERMHE || Slew i T Financial Cash(e) 31/12/2013 |  31/12/2012
(a)assets (IETEE] EREEY instruments dePOSItS
statements statements (d) received as
(b) (c=a-b) collateral
1. Derivatives 120 - 120 19 - 101 81
2. Repurchase agreements
3. Securities lending
4. Other
Total T 120 - 120 19 - 101 X
Total (T-1) - - - - - X 81
Amount of Net amount of Related amounts not offse tin the
Gross financial financial financial statements
Technical forms amoun_tof Iiabili_ties gssets_shovyn ] - - Net amount Net amount
financial offset in the in the financial Financial Cash deposits 31/12/2013 31/12/2012
(a)assets financial statements instruments received as
(b)statements (c=a-b) (d) (e)collateral
1. Derivatives 773 - 773 343 - 430 621
2. Repurchase agreements
3. Securities lending
4. Other
Total T 773 - 773 343 - 430
Total (T-1) - - - - - X 621




Chapter C — NOTES TO THE INCOME STATEMENT

Section 1 - Interest - items 10 and 20
1.1Interest income and similar revenues: composition

secnlf?'r:ies Loans tm'z:;:ons 3122013 3122012 %
1. Financial as=ets held for trading 346 - 346 260 33,3%
3. Financial azs=ets available for zale 30.510 - 30.510 28235 81%
4. Financial aszsets held to maturity 4137 - 4137 6. 454 -35,0%
5. Due frem banks 4110 987 - 5.097 14.871 -55, 7%
5. Leans to customers - 55102 - S5.102 12.457 8583, 4%
8. Financial assets recegnised at fair value - - - - -
7. Hedging derivatives X X - 66 - 100,0%
8. Other assets X X - 2 - 100,0%
Total 39104 96.089 - 135.261 62.287 117, 2%

1.2 Interest income and similar revenues: diffeig@aton hedging transactions
As provided for in Bank of Italy Circular No. 26@js table is only compiled if the balance of tlegative
and positive differentials accrued on hedging deiwes is positive. Since the balance was negaiiving

the year, table 1.5 was instead compiled.

1.3.1 Interest income on foreign-currency financial asset

M2 3 MM 22012 Fa
Interest income on foreign-currency financial assets - securities - 1 100,0%
Total - 1 100,0%:
1.4 Interest expense and similar charges: composition
Debt Securities Other liabilities 31/12/2013 31/12/2012 %
1. Due to Central Banks 4.725 X 4.725 4.933 -4,2%
2. Due to banks 2.001 X 2.001 6.064 -67,0%
3. Due to customers 27.426 X 27.426 895 2964,4%
4. Securities issued X 23.344 23.344 26.860 -13,1%
5. Financial liabilities held for trading - -
6. Financial liabilities at fair value - -
7. Other liabilities X X - - - -
8. Hedging derivatives X X - - 33 -100,0%
Total 34.152 23.344 57.496 38.784 48,2%
1.6.1 Interest expense on foreign-currency findri@ailities
31/12/2013 31/12/2012 %
Interest expence on foreign-currency financial assets 303 - 100,0%
Total 303 - 100,0%

rLOZ
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Section 2 - Commissions - items 40 and 50
2.1 Commission income: composition

31/12/2013

31/12/2012 %

a) guarantees issued 1.138 86 1223,3%
b) creditderivatives - - -
c) management, intermediation and advisory services: 7.566 266 2744.,2%
1. trading in financialinstruments - - -

2. foreign exchange 586 - 100,0%

3. assetmanagement 1.794 - 100,0%

3.1 individual 1.794 - 100,0%

3.2 collective - - -

4. securities custody and administration 395 266 48,5%

5. depository services - - -

6. securities placement 3.495 - 100,0%
7.reception and transmission of orders 640 - 100,0%

8. advisory services - - -
8.1.on investments - - -

8.2. on financial structure - - -

9. distribution of third-party services 655 - 100,0%

9.1 asset management - - -

9.1.1 individual - - -

9.1.2 collective - - -

9.2 insurance products 655 - 100,0%

9.3 other - - -

d) collection and paymentservices 7.266 - 100,0%
e) servicing activities for securitizations - - -
f) services for factoring transactions - - -
g) tax collection services - - -
h) management of multilateral trading facilities - - -
i) management of currentaccounts 6.356 - 100,0%
h) other 6.651 96 6828,2%
Total 28.976 448 6367,9%

2.2 Commission income: distribution channels faydurcts and services

Channels/Amounts

31/12/2013

31/12/2012 %

a) at Bank branches:
1. portfolio management

2. placement of securities

3. third party products and services
b) outside bank branches:

1. portfolio management

2. placement of securities

3. third party products and services
c) other distribution channels:

1. portfolio management

2. placement of securities

3. third party products and services

5.895
1.744

3.495
655

100,00%
100,00%

100,00%
100,00%

100,00%
100,00%

2.3 Commission expense: composition

31/12/2013

31/12/2012

%

a) guarantees received
b) credit derivatives
c) management and intermediation services:
1. trading in financial instruments
2. foreign exchange
3. asset management
3.1 ow n portfolio
3.2 third-party portfolio
4. securities custody and administration
5. placement of financial instruments
6. off-premises distribution of securities, products
services
d) collection and payment services
e) other services

and

2.217
4.753

171

2.492

100,0%

-74,9%
73,3%

-89,1%

100,0%
90,7%

Total

7.021

2.663

163,6%




Commission expense for “other services” includesmissions of €4,070 thousand for liabilities guéead

by the Italian central government used as collaferdinancing transactions with the ECB.

Section 3 - Dividends and similar income - item 70
3.1 Dividends and similar income: composition

3MM22013 3122012 %
Dividends Income from Dividends Income from
uci uct
A. Financial assets held for trading 13 - 21 - -38,1%
B. Financial assets available for sale 1.320 - 1.180 - 11,59%
C. Financial azsets recognized at fair value - - - - -
D. Equity investments - X M3 X -100,0%
Total 1.333 - 1.544 - -13,7%

Section 4 - Net trading income or loss - item 80

(A) (B) (©)

Capital gains Trading profits Capital losses  Trading losses

(D)

Net income
[(A+B) -
(C+D)]

1. Financial assets held for trading
1.1 Debt securities 6 680 469
1.2 Equity securities
1.3 Units in collective investment undertaki
1.4 Loans
1.5 Other

217
(187)

2. Financial liabilities held for trading
2.1 Debt securities
2.2 Payables
2.3 Other

3. Other financial assets and liabilities:
exchange differences X X X

4. Derivatives
4.1 Financial derivatives
- on debt securities and interest rates 8.049 2.228 8.037
- on equity securities and equity indice - - -
- on foreign currencies and gold X X X
- other
4.2 Credit derivatives

2.021

220

173

Total 8.055 2.908 8.505

2.208

423

Section 5 - Net fair value changes in hedge accourg - item 90
5.1 Net fair value changes in hedge accounting: psition
JMM212013 3MM212012

A. Income on:

A1 Fair value hedges 5184 2619
A2 Hedged financial azzets (fair value) = -
A3 Hedged financial liakilties (fair value) = -
A4 Cash flow hedges - -
A5 Azsets and liabilities in foreign currencies - -

Total income on hedging activities (A) 5184 2.619 |
B. Expense on:
B.1 Fair value hedges 5.238 2382

B.2 Hedged financial assets (fair value) - -
B.3 Hedged financial liakilities (fair value) - -
B.4 Cash flow hedges - -
B.5 Assets and liabilities in fereign currencies - -
Total expense on hedging activities (B) 5.238 2882
C. Net gain [loss) on hedging activities [A-B) (54) [264)

0c¢



Section 6 - Profit (loss) on disposal or repurchaseitem 100

Total 31/12/2013 Total 31/12/2012
Gains  Losses Net gain Gains Losses Net gain
(loss) (loss)
Financial assets

1. Loans to banks 1.082 1 1.081 63 31 32
2. Loans to customers - - - - - -
3. Financial assets available for sale 55.356 3.769 51.586 16.429 5.787 10.642
3.1 Debt securities 55.356 3.769 51.586 16.429 5.787 10.642

3.2 Equity securities - = - - - -

3.3 Units in collective investment undertakings - - - - - -

3.4 Loans - - = - - -

4. Financial assets held to maturity - - - - - -
Total assets  56.438 3.770 52.667 16.492 5.818 10.674

Financial liabilities - - = = - -

1. Due to banks - - = - , -

2. Due to customers - - - - - -
3. Securities in issue 151 1.957 (1.806) 42 2911 (2.869)
Total liabilities 151 1.957 (1.806) 42 2911 (2.869)

Section 7 — Profit (loss) on financial assets anibilities designated at fair value - item 110
This item is not applicable to the financial statents of Banca Popolare di Cividale S.c.p.A.

Section 8 - Charges/write-backs on impairment - ite 130
8.1 Charges/write-backs on impairment of loans: position

Writedowns (1) Writebacks (2) ] o
Specific Specific Portfolio g g
a = ol ol Y
E = A B A B = =
5] 2] o
A, Loans to banks - - - - - - - - - -
- Leans - - - - - - - - - 0%
- Debt zecurities - - - - - - - - - 0%
B. Loans to customers 504 105.453 6.116 170 936 - 1 110971 (T44) -15024%
Mon performing loans purchas - - - - - - - - - -
- Loans - - X - - X X - - 0%
- Debt zecurities - - X - - X X - - 0%
Other 504 105.453 6.116 170 936 - 1 110971 (T44) -15024%
- Leans 504 105.458 6.116 170 936 - 1 110971 (744) -15024%
- Debt securities - - - - - - - - - -
C. Total s04 105.458 6.116 170 936 - 1 110,971 (744) -15024%

Key. A =interest B = other write-backs

8.2 Charges/write-backs on impairment of finaneissets available for sale: composition

Writedowns (1) Writebacks (2)
Specific Specific

o L JMM22013 (3) HMNM2u2012

g £ A B

g O
A Debt securities - - - - - -
B. Equity securities - FF92 X X 7792 (826}
C. Unitz in collective investment
undertakings - 1.4859 X - 1.485 -

D. Loans to banks = = - - - -
E. Loans to customers = - - - -

F. Total - 9.281 - - 9.281 (526

Key: A = interest B = other write-backs
- Write-backs on equities totalled €9,281 thousardirafer to impairment losses identified during
— impairment testing.



8.4 Charges/write-backs on impairment of otherricial transactions:

Wirritedowns (1)

Wiritebacks (2)

Specific Specific Portfolio
=
% § E A B A B
1 (-8
=
AL Guarantees issued - - - 30 4
B. Credit derivatives - - - - -
C. Commitments to disburse
funds - - = = -
0. Other transactions - - - - -
E. Total = = - 38 4
Key: A = interest B = other write-backs
Section 9 - G&A expenses - item 150
9.1 Personnel expenses: composition
31/12/2013
1) Em ployees 38.722
a) w ages and salaries 26.575
b) social security contributions 7.091
c) severance benefits 10
d) pensions -
e) allocation to employee severance benefit provision 2.032
f) allocation to provision for pensions and similar liabilities -
- defined contribution
- defined benefit -
g) payments to external pension funds 1.220
- defined contribution 1.220
- defined benefit -
h) costs in respect of agreements to make payments
in ow n equity instruments -
i) other employee benefits 1.793
2) Other personnel 513
3) Board of Directors 978
4) Early retirement costs -
5) Recovery of expenses for employees of the Bank s econded to other
entities (68)
6) Reimbursementof expenses for employees of other entities seconded
to the Bank 45
Total 40.190
9.2 Average number of employees by category
2013 2012
Employees = -
a) Senior management 8 5
b) Middle management 227 a7
of w hich Grade lland V 106 21
c) Other personnel 346 53
Total 581 105

9.4 Other employee benefits

22013

(42)

(42}

31/12/2012
7.578
5.142
1.437

(2)

304
243
243
453
52
407
(128)

594
8.503

nzizo12

%

411,
416,
393,
,0%

568,

402,
402,

295

-46,

-92

0%
8%
5%

3%

1%
1%

,8%
886,
140,

5%
3%

9%

,5%

372,7%

Other employee benefits include €545 thousand ial m@uchers and €640 thousand in insurance policies

rrtz
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9.5 Other administrative expenses: composition

MMM22013 JMM2i2012 %

Compensation for professional and consultancy services 4318 1.462 195,3%
Insurance 234 42 458,1%
Advertising 740 - 100,0%
Telephone, postal and data transmission 783 27 2728, 7%
Office supplies and printing 454 1 48318,5%
Maintenance and repairs 914 2 45585,6%
Electricity, heating and shared property service charges 895 - 100,0%
Services provided by third parties 9.747 T0E 1280,6%
Cleaning 558 - 100,0%
Travel expenses 1.232 124 853,59%
Security and transport of valuables 195 - 100,0%
Membership fees 503 177 184,4%
Commercial information 1.050 58 1710, 7%
Magazine and newspaper subscriptions 68 27 150,0%
Rent payable 2508 4 §5043 9%
Entertaining expenses 150 13 13682,0%
Taxes and duties 6.028 70 8511,3%
Other expenses 1.150 284 305,0%

Total 3.676 2.997 956,%%

Section 10 - Net provisions for risks and chargesitem 160
10.1 Net provisions for risks and charges: compasit

HMM22013 HMM22012 %
customer disputes 1.71 - 100,0%
provision for legal disputes 520 - 100,0%
revocatory actions 150 - 100,0%
Total 2.380 - 100,0%

Section 11 - Charges/write-backs on impairment ofqeperty, plant and equipment - item 170
11.1 Charges/write-backs on impairment of propgstgnt and equipment: composition

Depreciation (a) Writedowns for Writeback Het
impairment (b} s (c) adjustments
(a+b-c) 2013
A Property, plant and equipment

Al owned 1.222 - - 1.222
- cperating assets 1.222 - - 1.222
- inwestment property - - - -
A.2 acguired under finance leases - - - -
- operating assets - - - -
- inwestment property - - - -
Total 1.222 - - 1.222

Section 12 - Charges/write-backs on impairment ohtangible assets - item 180

. . Writedow ns for Writebac Net
Am ortization . . .
(a) impairment (b) ks (c) adjustm ents
(a+b-c) 2013
A.Intangible assets

A.1 Ow ned 67 - - 67
- generated internally by the Bank - - - -
- other 67 - - 67
A.2 Acquired under finance leases - - - -
Total 67 - - 67

Section 13 - Other operating income/expenses - iteh90
13.1 Other operating expenses: composition

31/12/2013 31/12/2012 %
- impairment losses on non-current assets under finance leases - -
- losses on disposal of property, securities held as non-current assets,
equity investments, other assets - - -
- out-of-period expenses and reductions in assets (703) (251) -180,0%
- other (301) - 100,0%
Total (1.004) (251) 299,8%




13.2 Other operating income: composition

311212013 311212012 %

a) merchant banking - - -
b} premiums received for options - - -
c) other income - rentals and fees 26 507 -55,3%
d) expenses charged to others - recovery of taxes 5.357 32 16541,8%
g) expenses charged to others - customer ingurance premiums - - -
f) expenses charged to others on deposits and current accounts 283 - 100,0%
g} expenses charged to others - intercompany services - - -
h}) expenses charged to others - other 1.337 5.089 -73,8%
i) gains on dispozal of property, securities held as non-current assets,
equity investments, other assets - - -
I} out-of-period income and reductions in liabiities 662 218 100,0%

Total 7.866 5.854 34,4%

Section 14 - Profit (loss) on equity investmentsitem 210

14.1 Profit (loss) on equity investments: composifiAS 1/81.c, 103.c, IAS 28/38; IFRS 5/41)

31/12/2013 31/12/2012 %

A. Revenues - 273 -100%
1. Revaluations - - -
2. Profits on disposal - 273 -100%
3. Write-backs - - -
4. Other - - -
B. Charges 4.088 3.625 13%
1. Write-dow ns 4.088 3.625 13%
2. Impairment losses - - -
3. Losses on disposal - - -
4. Other - - -

Net result (4.088) (3.352) 22%

Impairment losses on equity investments refer to:
- ltas S.p.A. in the amount of €1,051 thousand; and
- Tabogan S.r.l. in the amount of €3,037 thousand.

Section 15 — Net adjustment to the fair value of mperty, plant and equipment and intangible assets

—item 220

This item is not applicable to the financial sta¢ens of Banca Popolare di Cividale S.c.p.A.

Section 16 - Goodwill impairment - item 230

This item is not applicable to the financial statents of Banca Popolare di Cividale S.c.p.A.

Section 17 - Profit (loss) on disposal of investmen- item 240
17.1 Profits (loss) on disposal of investments: position

This item is not applicable to the financial statents of Banca Popolare di Cividale S.c.p.A.

Section 18 - Taxes on income from continuing opetiains - item 260
18.1 Taxes on income from continuing operationsosition

MM22013 IMM22042 e

1. Current taxes (-} (17.861) (8.237) 116,8%
2. Changes in current taxes from previous periods (+/-) - - -
3. Reduction of current taxes for the peried (+) - - -
3. bis Reduction in current taxes for the year for credit taxes set forth

in talian Law no. 2142011 (+) - - 0,0%
4. Change in deferred tax assets (+/-) 25147 -40 5255844
5. Change in deferred tax liabilities (+/-) (452) - -
6. Taxes for the period (-) (-1+/-2+3+/-4+/-5) 6.835 [8.277) -182,6%

-1¢
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18.2 Reconciliation of theoretical tax liability dmctual tax liability recognised
31/12/2013  31/12/2012

Income (loss) before tax from continuing operations (40.685) 22.449
Income (loss) before tax on groups of assets/liabilities under disposal - -
Theoretical taxable income (40.685) 22.449
Income tax - theoretical tax expense 11.188 (6.173)
Effect of non-taxable or taxed at reduced rates positive

components of income - 403
Effect of taxed positive components of income - -
Effect of revenues that do not form taxable income (3.880) (1.299)
Incom e tax - actual tax expense 7.308 (7.069)
Theoretical tax expense - Irap (830) (834)
Effect of revenues/expenses that do not form taxable income - -
Effect of other changes 356 (374)
Actual tax expense - IRAP (474) (1.208)
Other taxes - -
Actual tax expenses for the period 6.835 (8.277)

of w hich: actualtax expenses from continuing operations - -
actual tax liabilities on the groups of assets being divested - -

Section 19 - Income (loss) after tax from discontired operations - item 280
This item is not applicable to the financial statents of Banca Popolare di Cividale S.c.p.A.

Section 20 - Other information
There is no additional information to report beydhat provided in the previous sections.

Section 21 - Earnings per share
21.1 Average number of ordinary shares (fully diti)t

The methods of calculating basic earnings per saiadediluted earnings per share are defined by3aS
Earnings per ShareBasic earnings per share is defined as the oeklip between the net income
attributable to ordinary shareholders and the weiljaverage humber of ordinary shares outstandiriggd
the period. The following table presents basic iegsper share and the details of the calculation.

Basic earning per share HH22013 MM2i2012
Earnings attributable to holders of ordinary equity instruments (33.850) 14172
Weighted average number of shares 17.022.649 16.927.763
Basic earning per share {1,989) 0,833

Diluted earnings per share reflects the dilutife@s of the conversion of potential ordinary skadefined
as financial instruments that grant their holdérs tight to obtain ordinary shares. Accordingly,ewh
calculating diluted earnings per share, the nuroeetd denominator of the ratio are adjusted toaatfor
the effects of the additional shares that woulddrteebe issued if all potential ordinary shareswdilutive
effects were converted.

Banca Popolare di Cividale has not issued finano&tuments that grant their holders the rightlbtain
ordinary shares.

21.2 Other information
The reader is referred to the information preseimtehle similar section of the notes to the comsdtd

financial statements.



Chapter D — COMPREHENSIVE INCOME

Gross
amount

Income
tax

Net
amount
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Other comprehensive income without reclas
Property, equipment and investment property
Intangible azzets

Defined-benefit plans

Mon-current azsetz held for zale

Portion of valuation reserves of eguity-accounted
investments

Other comprehensive income with
reclassification to profit or loss

Hedging of investments in foreign operations:
a} fair value changes

b} reverzal to income statement
c) other changes

Exchange rate gains (lozses)

aj fair value changes

b}y reversal to income statement
c} other changes

Cash flow hedges:

aj fair value changes

b} reverzal to income statement
c) other changes

Financial azsets available-for-zale:
aj fair value changes

b}y reversal to income statement
- impairment losses

- gains/loszes from disposalz

c} other changes

Mon-current azsets held for sale:
a} fair value changes

b} reverzal to income statement

c) other changes
Portion of waluation reserves of eguity-accounted
investments:

a) fair value changes

b} reversal to income statement
- impairment losses

- gains/losses from disposals
c} other changes

{13.176)
(13.178)

(2.530)
(2.530)

(10.648)
(10.645)

130 Total other comprehensive income

(10.461)

140 TOTAL COMPREHENSIVE INCOME

(44.311)
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Chapter E - RISKS AND HEDGING POLICIES
Identifying the risks to which the Group is potefi§i exposed is crucial for assuming such risksrn
informed manner and managing them effectively,gitfie appropriate tools and techniques to mititfaise
risks.
Its internal rules, operating procedures and mangostructures designed to protect against busineks
have been developed according to a model that rittesy monitoring methods at various levels, all
converging with the goals of ensuring the efficieaad effectiveness of operating processes, priesgetive
company'’s assets, protecting it from losses, enguhe reliability and integrity of information andrifying
the proper conduct of operations in accordance widrnal and external regulations.
The management and monitoring of risks within tie@@& Popolare di Cividale Group are founded upen th
following basic principles:

» identifying responsibilities for assuming risks;

» adopting consistent, adequate measurement andktepstems in formal and substantial terms in

light of the extent of the risks to be monitored¢ga
» organisational separation of functions responsibtemanagement and functions responsible for
control.

As the body responsible for strategic supervisibe, Parent Company’s Board of Directors establishes
policies governing the assumption of risks and draypon company departments in supervising and
measuring risks, on the one hand, and implemepitigies, on the other.
In the context of the merger project, which enthillee merger of the two pre-existing banking congsn
Banca di Cividale and Nordest Banca, a revisiothefinternal organisational structure was mandaibd.
new organisational structure and organisationasrof Banca Popolare di Cividale, approved by tbaré
of Directors on 17 December 2013, have been ircesiace 30 December 2013.
The new organisational rules, in accordance withrthw supervisory rules (Bank of Italy Circular No.
263/2007, 18 update of 2 July 2013), identify the Risk Manageh&ervice and Compliance Service, which
are to report directly to the Board of Directors tlae second-level control functions. This is a@ssured for
the Auditing Department, a level-three control fiime that is independent of the other company units

Risk Management Service

It performs a risk control function, as prescrill®dthe specific supervisory rules. It is organiggd two
units: the Credit Risk Management Office, which uUses on credit and concentration risk, and the
Operational and Financial Risks Office, which foesispecifically on “financial risks” (liquidity, mieet and
interest rate risk) and other risks (operational eeputation). The Risk Management Service purtues
objective of monitoring the actual risk assumedhxy Bank, as well as observance of operating lirfits
pursuit of this goal, it proposes the most appaiprguantitative and qualitative parameters anifiegthe
efficacy of the measures assumed to remedy theieleties observed in the risk management process,
periodically reporting to company bodies on thevaats it performs. It coordinates the preparatairihe
ICAAP report and monitors the performance of capatios, proposing policies aimed at ensuring that
capital base is consistent with the overall degfaésk assumed.

Compliance Service

Legal compliance is the responsibility of an indegent function that supervises management of non-
compliance risk at the Group level, according tisk-based approach, for all company activity, eimgu
that internal procedures are adequate to prevantigk. The Compliance function reports to the @bamce
Service and is also responsible for supervisingllegmpliance for financial intermediation and cdaits
handling services. The Anti-Money Laundering fuoitalso reports to the Compliance Service and psrsu
the objective of preventing and managing the rigkom-compliance with laws governing money-launagri
and financing for terrorism. The Head of the Colptie Service acts as the head of both functions for
supervisory purposes, in addition to serving asghey responsible for reporting suspect transastio
pursuant to Legislative Decree No. 231/07.

According to the Group’s organisational model, a@gManagement Committee and an Asset and Liability
Committee have been instituted, with the additiaial of ensuring an effective exchange of inforomati
regarding exposure to such risks between the v@asegments and maximising the efficacy of the divera
control of those risks. The Group’s Management Cdtes the members of which also include the heads
of control functions, supports the general managenme operational coordination of the guidelines
established with the Strategic Plan and periodicalimpares company results with the objectivedtisteed
=1 the Plan. The ALCo (Assets and Liabilities Conte®), of which the Risk Manager is a member, is



charged with proposing the Group’s strategic densin financial matters to the Board of Directtinspugh
the General Manager, as well as with coordinatirapagement policies for assets, liabilities and the
associated risks, in light of market scenariosthedjuidelines established in the current Stratefio.

In the first half of 2014, the Banca Popolare Grbap planned an overhaul of its risk managemerggs
in accordance with the new provisions governingrilies for the internal control system (Bank ofyita
Circular No. 263/2007, 1supdate of 2 July 2013), in particular through ititeoduction of a Risk Appetite
Framework (“RAF"), i.e. the framework of referentieat defines, in accordance with the maximum
assumabile risk, business model and strategic tilanisk appetite, tolerance thresholds, risk Bmitsk
governance policies and the processes of refereqcgred to define and implement them.

ICAAP at the Banca Popolare di Cividale Group

In accordance with the regulatory provisions gowegrnthe prudential control process, the Group has
implemented specific company rules, approved by#drent Company's Board of Directors and periolgical
updated, that regulate the internal capital adegassessment process (ICAAP). The supervisoryatigub
require that ICAAP be based on appropriate compakymanagement systems and presuppose adequate
corporate governance mechanisms, an organisastneiture with clearly defined lines of responsipil
and an effective internal-control system. The caafmboards are responsible for the process ang &
autonomy in defining its structure and organisat@tine extent of their respective expertise amdquatives.
They implement and promote updates to ICAAP with &im of ensuring that it constantly adheres to the
Group's operational characteristics and strategidext. The process must be formalised, documented,
internally audited and approved by the corporatd® In detail, the process aims to:

identify capital requirements on the basis of datisi and the strategic guidelines set by the @rou
ensure that capital is constantly adequate to ouamd prospective needs;

keep all major risks under observation;

ensure that regular attention is devoted to risksueement and -management processes, developing
an increasingly strong “risk culture”; and

define approaches, tools, methods, and organisatemd control systems for risks and capital
commensurate to the Group's strategies, chardiisyiscope and complexity, with a view towards
constant, gradual refinement.

In April of each year, at the conclusion of theqass described above, the Parent Company's Board of
Directors approves the ICAAP Report at 31 Decerobéne previous year, which represents both thatpoi
of convergence and end result of financial planniigl management and capital management and #otool
be used in strategic evaluation and implementatfdiusiness decisions.

ICAAP is aimed at expressing an assessment thait ¢apital is essentially currently and prospedyive
adequate to cover the relevant risks to which tfmuis exposed, support the company’s growth phauas
maintain suitable market standing.

The disclosure obligations of Pillar Three of thesBl 2 rules are discharged at the Group levelighirehe
preparation of the Public Disclosure document @higld on the company websitayw.civibank.it, in the
specific section Investor Relations/Financial Staats and Reports/Basel 2 Public Disclosure. The
document contains a disclosure for market operasbrsformation concerning capital adequacy, risk
exposure and the general characteristics of marnagesystems and the oversight thereof. The infaonat
which is both qualitative and quantitative in natuis provided through concise overviews, thusefiisg the
transparency and comparability of the data.

YV VYVVVYV

SECTION 1 - CREDIT RISK
1.1 CREDIT RISK
QUALITATIVE DISCLOSURES

1. General aspects

Lending to support local economic development i éinea where the Group operates is a key factor in
determining the strategies of the Banca Popolaividale Group.

Our aggregate growth policy, partly achieved thtougtwork expansion, continues to pursue the gbal o
improving credit quality, in part through the onggienhancement of the tools used to monitor indaiid
positions and analyse the distribution of lendiggbgment and branch of economic activity.

Most recently, with the introduction of models fomalysing loan performance and scoring systemsk war

has focused on adding capabilities for forecagdiemplopments in the loan portfolio.
|



2. Credit risk management policies

2.1 Organisational aspects

The organisational structure of the Group’s Lendarga is designed to ensure efficient selection of
individual borrowers by analysing creditworthin@ssl minimising the risk of default, giving prefecerto
lending for commercial purposes or for new produgctnvestments, rather than merely financial itiites.
These objectives are pursued through the adopfispezific operating methods in all phases of austo
relations management (loan application, loan gngntinonitoring and non-performing positions).

From the very start of the loan assessment andiggaorocess, risk is controlled by ascertaininglence

of customer reliability through an assessment efdirrent and future ability to generate sufficigmbme
and suitable cash flows.

This information forms the basis of the assessogtite nature and extent of the proposed loanngpiito
account the applicant's effective needs, developsrierany existing credit relationship and the pres of
any links between the customers and other borrowers

The loan disbursement process provides for diftetemels of independence among Bank branches
depending on the size of the loan. For larger ansowith further distinctions made by risk profipmsitions

are evaluated by the competent governing bodiehaadquarters.

2.2 Management, measurement and control systems
The credit risk assessment and management prosssssas the full range of traditional quantitaftetors
(income components, financial analysis and inteanal systemic performance data) and qualitativiofs.c
(extensive knowledge of customers and the competnvironment in which they operate, as well asose
analysis).
The factors considered in the decision-making ppeege supplemented by the full complement of datd
available to assist banks, such as the CentraitGRedister and Small Loans Register. The enticegss is
managed through the Electronic Lending Procedumglemented according to a decision-making
mechanism based on rating class.
After a loan is approved and disbursed, the positoassessed over time (on a fixed date or aheldfi
intervals), initially by the branches, which arepensible for specific daily and monthly activities well
as by the geographical areas. These are also lwnent specialised professionals known as crediitgua
managers who support area heads in all activitiggntheir purview relating to promotion, prevesttiand
monitoring of credit quality. Further assessmerdy bve launched upon the reports or initiativesaoficated
units, foremost among which is the Group’s Credibriioring Office, which is responsible for loan
performance control, conducted through IT proceslaimed at identifying potentially anomalous siitrag,
broken down into two main phases:
» daily monitoring of anomalies on the basis of infiation obtained through managing the
relationship with the customer; and
» systematic surveillance with the use of automatetiesns with the aim of identifying in a timely

manner positions that present signs of deteriaragiathe risk profile in order to include them in a

specific process for managing anomalous positions.
Anomalously performing loans are classified intoimas categories depending on the risk level, sagh
loans past due by more than 90 days, substandang i@xposures to parties in a situation of temmgora
difficulty that it is expected may be overcome iguitable period of time), restructured loans aad tebts
(exposures to parties in a state of insolvencybstntially equivalent situations).

The new organisational structure calls for intewaitrol of credit risk to be performed by the Gréisk
Management Office, which through specific periodéports pursues the objective of monitoring and
measuring the level of credit risk associated whtih Group’s loan portfolio. The information bas@sists

of the data provided by the Central Risks Databgeseeral records database and economic groupsadatab
In further detail, the quarterly reports, which presented to the boards of directors of the P&entpany
and Civileasing, envisage:

» an analysis of the composition and performancéefldans portfolio, with an emphasis on credit
quality, including a breakdown of loans into penfiimg and non-performing (restructured, past-due,
substandard and bad debts) and a comparison withdhstry benchmark; the analysis also includes
the transition matrices and the calculation of ditfiaates;

» a qualitative analysis of risk profiles from a &&gic” standpoint;



» an analysis of concentration risk for single namaesl associated groups and an analysis of
concentration risk by geographical area and sewitr,a calculation of capital requirements as well
Additional information is available concerning amicontrol instruments, which allow all manage marits
involved in implementing credit policies to maimtadequate oversight. In particular, the followdmalyses
are available:
» the performance of the various risk classes: coitippschanges and comparisons by category and
area;
» the ratings assigned to companies; portfolio coritipos distribution for use; changes of class
(deterioration/improvement);
» the primary exposures by risk class;
» uses by sector (ATECO or SAE codes).

2.3 Credit risk mitigation techniques

Operating procedures for the proper acquisitioa,argl management of guarantees have been estdbtishe
specific internal rules with the aim of ensuringsistent, uniform operations.

Guarantees are acquired through an operationakguoe that ensures an assessment of the formal and
substantive validity of documentation that includssertaining the legal capacity to contract rexgLiio
provide the guarantee in question. Checks are samsited at the central level, where securitiebeidkand
contracts managed. In the case of pledges, onbjifiguk easily liquidated assets are eligible foguaisition
and valuation under the procedure. In cases ofgages, assets are valued by independent appra@seept

in special, low-value cases, in accordance with itadan Banking Association Property Appraisal
Guidelines, adopted by the Group.

The guarantees acquired that comply with the genanid specific suitability criteria established by
supervisory legislation for the mitigation of creelkposures are also used to determine capitairesgents.

In the case of property guarantees in particutas,&roup has entered into a specific agreement avith
external provider for the periodic updating of tharket value of properties provided as collateraubject

to finance lease, on statistical bases, in ordensure “property supervision.” For exposures ofaritban
€3 million, the Group has the appraisals revisediyndependent expert each year.

Before personal guarantees are accepted, checkssaaly made at the competent register of deeds to
ascertain the guarantor’s actual real-estate prtfeearing in mind the possibility of a rapid,axpected
depletion of the asset base.

Guarantees are always considered to be a subs@lament in the assessment of loan applicationsaead
not sufficient alone for a loan to be granted.

2.4 Non-performing financial assets

The Legal Department collaborates with the Loan fwoimg Unit in managing non-performing loans
(substandard and bad debt positions) accordinigetdeichnical and organisational procedures andadsth
illustrated in this section.

Positions classified as substandard are identifigdhe Loan Monitoring Unit according to a serids o
analyses concerning internal trend indicatorsreéhan flow of data from central credit registessctor data,
data from the financial statements of individualrbwers and any adverse recordation and/or regmtra
Classification of individual positions as substawds decided by the competent bodies, usuallyhen t
recommendation of the Loan Monitoring Unit, andbascording to supervisory criteria for identifyinwgat
are known as “objective substandard positions.”

The amount of provisions to be recognised is aéterchined during the decision-making process. Likew
the competent bodies also decide whether to remsabstandard status and reclassify the loan among
ordinary positions.

Once a loan is classified as substandard or “wdth-the decision-making powers of individual foa
officers are suspended and any further decisiorexdending loans rests solely with collegial bodies.
Substandard loans are systematically monitoredhbylLiban Monitoring Unit, which provides ongoing
support to individual branches concerning methddsaadling positions and the steps to be takeedtore
the positions to performing status.

The Legal Department is responsible for managinpdedots within the Group. The procedure for clgasif

a position as a bad debt is analogous to that fasedanaging substandard loans. Decisions conagthi
amounts of individual provisions, as well as anarales, are made by the competent bodies upon fthe
recommendation of the Legal Department.



The non-performing loan management process begihstve constant monitoring of the status of indual

loan recovery procedures and the monitoring of dbtat status by mapping them using a large number of
selection criteria (amount category, procedureustatosition manager, etc.). All changes relatmgan-
performing financial assets are examined monthlyhieyboards of directors.

QUANTITATIVE DISCLOSURES
A. CREDIT QUALITY

A.1 Non-performing and performing positions: stockarite-downs, changes and distribution by sector
and geographical area
A.1.1 Distribution of financial assets by portfolad credit quality (carrying amounts)

fion . Performin
Bad debts Sublsi::ard Fte;‘t)::tc::)unr:d pe;n;r;r:;g, expired > Other assets Total
loans loans
1. Financial azsets held for trading - - - - - 3485 3.485
2. Financial azzets available for sale - - - - - 1.396 685 1.396.685
3. Financial azsets held to maturity - - - - - 105.413 105.413
4. Due from banks - - - - - 182,912 182.912
5. Loans to customers 144 673 120234 11.185 21.075 285.358 2.499.619 3.082.164
5. Financial assets recognized at fair value - - - - - - -
7. Financial azsets being divested - - - - - - -
8. Hedging derivatives - - - - - - -
Total 31/112/2011 144.673 120.234 11.165 21.075 285.398 4.168.123 4,750.669
Total 31/112/2010 6.293 4.996 1.046 4.294 - 2.837.590 2.854.219

A.1.2 Distribution of financial assets by portfolad credit quality (gross and net values)

Im paired assets Other assets

Total net exposure

Gross exposure
Net exposure
Gross exposure
Net exposure

Specific writedowns

< | Portfolio writedowns

. Financial assets held for trading - - - X 3.496 3.496
. Financial assets available for sale - - - 1.396.685 - 1.396.685 1.396.685

. Financial assets held to maturity - - - 105.413 - 105.413 105.413
. Due from banks - - - 162.912 - 162.912 162.912

. Loans to customers 575.073 277.926 297.147 2.802.007 16.990 2.785.017 3.082.164
. Financial assets measured at fair value - - - X X
. Financial assets being divested
. Hedging derivatives - - - X X
Total 31/12/2013 575.073 277.926 297.147 4.467.017 16.990 4.453.523 4.750.670
Total 31/12/2012 20.229 3.600 16.629 2.838.408 819 2.837.589 2.854.218

0 N O U AW N -

In its letter dated 16 February 2011, the Banktalfylrequested a breakdown by portfolio of “perfargn
exposures” by amount of time past due, distingangiietween renegotiated exposures and other exgsosur
With respect to the Bank’s situation, it should&marked that the portfolio of performing loanststomers
includes exposures renegotiated under collectiveesgents of €5,113 thousand. The other portfoliosal
contain exposures renegotiated under collectiveeagents.
As specified in the Bank of Italy'Sechnical Notef February 2012:
» for exposures subject to repayment in instalmeritts &t least one instalment past due, the entire
amount of the exposure as carried is reported ast ‘ue”; and
» for “revocable” credit facilities where the estabied credit limit has been exceeded (even where due
to the compounding of interest), the entire amaiinihe exposure is reported.
Accordingly, the figures presented in the followitadple refer primarily to portions of loans thavbaet to
come due.



Forborne exposures

On 21 October 2013, the EBA (European Banking Adtyoissued the final draft of a specific techrica
standard in which it provided a definition of “fantme exposures” (restructured loans and loans sutgje
renegotiation procedures).

Forborne positions may occur amongst both perfograimd non-performing loans and may be attributed to
exposures in which the Bank has granted the foligwib the customer due to the financial difficidtie
experienced by the latter:

* a change of the previous contractual terms anditons, inasmuch as the borrower is unable todusy

to financial difficulties, where such a change wbulot have been permitted if the borrower was not
experiencing financial difficulties; or

» partial or total refinancing of the borrower, whiwould not have been granted if the borrower mats
experiencing financial difficulties, where “refineing” means a new contract that allows the origtoaitract

to be repaid in whole or in part.

The definition of “forborne exposure” applies tblahns and debt instruments, with the exceptiothofe
included in the category held for trading.

The forborne category differs from the renegotiatad credit positions not due to financial diffitek
experienced by the borrower, granted by the Bank mispect to performing loans to customers, which
substance is similar to the opening of a new pmsitwhen it is essentially done for commercial oeas
provided that the interest rate applied is a mardiet at the renegotiation date.

The scope of “forborne exposures” does not coinaiitle exposures renegotiated within the framewdrk o
the collective agreements presented above in thelt sigreements are not the type of renegotiation
agreements potentially relating to forborne expesurland the necessary condition for identifying an
exposure as “forborne” is the existence of a dimatf financial difficulty of the borrower.

The scope of application of the disclosure concgrforborne positions is also broader than thendafin

of “restructured loan” according to the Bank ofyteules.

Past-due performing exposures
The accounting standard IFRS 7 requires that fdinancial assets not subject to impairment losses
entities must disclose the age of the past-duesxpdhat results when the counterparty fails tkama
payment on the contractually required due dateis. dikclosure is provided in the following tablebéars
remarking that:
» for exposures subject to repayment in instalmerits &t least one instalment past due, the entire
amount of the exposure as carried is reported ast ‘ue”; and
» for “revocable” credit facilities where the estabied credit limit has been exceeded (even where due
to the compounding of interest), the entire amaiinihe exposure is reported.
Accordingly, the figures presented in the followtadple primarily refer to shares of loans that hastyet
come due, in accordance with the figures presantéioe column “Performing past-due exposures” ef th
table “A.1.1 — Distribution of loan exposures byrtaio and credit quality (book values).” Expossire
renegotiated within the framework of collective @gments are also presented with the days pastitdue.
should be noted that the provisions provided byBagk of Italy call for renegotiation to resultanfreeze
of the calculation of days of inclusion in the pdse category for the entire period of effectivenekthe
suspension. The following table presents a breakdufvpast-due exposures by portfolio and time gast

more than 3 more than 6 more

Up to 3 Totalnet
months to 6 months to 1 than 1

months exposure
months year year

Renegotiated exposures under collective agreements 313 478 - - 791
Other exposures 279.026 4.822 1.439 112 285.399

Simplified composition with creditors and compasitivith creditors on a going-concern basis

In its letter of 10 February 2014, the Bank ofyitedquired that adequate disclosure be providedaroimg

the extent and performance of exposures subjesitriplified composition with creditors and compaxmiti
with creditors on a going-concern basis. In furttietail, borrowers may apply for simplified compimsi

with creditors by filing only their financial statents for the past three years and a list of ttreiditors,
while reserving the option of filing the proposalan and additional documentation at a later daithin a
term set by the judge of between 60 and 120 daygustified cases, the term may be extended for an
additional 60 days). Within that term, the borrowesly also apply to the judge for approval of a debt

restructuring agreement. On the other hand, thénamesm of composition with creditors on a going-aenm
|




basis allows borrowers in crisis situations to prés composition plan envisaging one of the tfokewing
scenarios: i) continuation of business activityhmy borrower; i) disposal of the company on a gezoncern
basis; or iii) contribution of the company to orrentore entities, including newly incorporated et

The amendments (Law No. 134/2012, enacting Law &eblo. 83/2012, the “Development Decree,” and
Law No. 98/2013, enacting Law Decree No. 69/2018)enntroduced with the aim of promoting the early
emergence of difficulty for an entrepreneur in nreghis obligations, as well as fostering the caumition

of operation where certain requirements have besin m

With respect to the Bank’s situation, it should®marked that the portfolio of performing loanststomers
includes gross exposures subject to simplified asnn and composition on a going-concern basis
classified among bad debts.

A.1.3 On- and off-balance sheet exposures to batkss and net values

Gross Specific Portfolio
_ . Net exposure
exposure writedowns writedowns
A. ON-BALANCE-SHEET EXPOSURES
a) Bad debis - - X -
b} Substandard loans - - * -
c) Restructured positions - - x -
d} Past due positions - - X -
e) Other assets 202.451 X - 202,451
TOTAL A 202.451 - - 202.451
B. OFF-BALANCE-SHEET EXPOSURES - - - -
a) Impaired - - X -
b} Other 4.395 x - 4395
TOTAL B 4,395 - - 4,395
TOTAL A+B 206.546 - - 206,546

A.1.6 On- and off-balance-sheet exposures to castrgross and net values

Specific Portfolio

Gross exposure . .
writedow ns writedow ns

Net exposure

A.ON-BALANCE-SHEET EXPOSURES

a) Bad debts 358.329 213.655 X 144.673
b) Substandard loans 176.713 56.479 X 120.234
c) Restructured positions 13.545 2.380 X 11.165
d) Pastdue positions 26.486 5.411 X 21.075
e) Other assets 4.267.190 X 16.990 4.250.200
TOTAL A 4.842.263 277.926 16.990 4.547.347
B. OFF-BALANCE-SHEET EXPOSURES

a) Impaired 3.874 46 X 3.828
b) Other 115.604 X 784 114.820
TOTAL B 119.478 46 784 118.648

A.1.7 On-balance sheet exposures to customersgeisan non-performing exposures and gross exposures
subject to country risk

Gross Specific Portfolio Net
exposure writedowns writedowns exposure
A. Opening Qross exposura 9.102 h.591 1.06F 4.479
- of which: exposures assigned but not derecognized - - - -
B. Increases 358,487 130,146 14.193 26.319
B.1 from performing positions 679 11.610 163 3.408
B.2 transfers from other categories of impaired positions 1.830 1.899 - -
B.3 other increases 3559738 166.637 14.030 2281
C. Decreases 9.260 9.024 1.705 4,312
C.1 to performing positions - 23 - 506
C.2 writeoffs 2850 - - -
C.3 collections 6610 T.445 1.380 1.785

C.4 assignments - - - -

C.5 transfers to other categories of impaired positions - 1.556 315 2.021
C.5 other decreases - - - -
D, Cloging gross exposuire 358.329 176.713 13.545 26.436

- of which: exposures aszigned but not derecognized - - - -



A.1.8 On-balance sheet exposures to customerspeisan total adjustments

Bad debts Substandard Restru_qured Pas‘t-due
loans positions positions
A. Total opening adjustments 2.809 594 12 185
- of w hich: exposures assigned but not derecognized - - - -
B.Increases 213.503 57.470 2.716 5.356
B.1. writedow ns 61.598 47.089 847 4.926
B.1. bis losses on sale - -
B.2. transfers from other categories of impaired positions 402 69 7 430
B.3. other increases 151.503 10.312 1.862 -
C. Decreases 2.657 1.585 348 130
C.1. writebacks from valuations 2.588 1.184 344 35
C.2.w ritebacks from collection 27 10 - 12
C.2. bis gains on sale - -
C.3. writeoffs 42 -
C.4. transfers to other categories of impaired positions - 391 4 83

C.5. other decreases - -

D. Total closing adjustments 213.655 56.479 2.380 5.411
- of w hich: exposures assigned but not derecognized - -

A.2 CLASSIFICATION OF EXPOSURES ON THE BASIS OF EXTERNAL AND INTERNAL

RATINGS

A.2.1 — Distribution of on- and off-balance shegtasures by external rating grades

As the Group loan portfolio consists largely of espres to small and medium enterprises, family-run
businesses, artisans, freelance professionalscmsadimer households, the distribution of on- andafance

sheet exposures and off-balance sheet exposumddiyal ratings is not meaningful.

External rating classes

Exposures
AAA/AA- A+/A- BBB+/BBB- BB+/BB- B+/B- lower than B-

No rating Total 31/12/2013

A. On-statement of financial

position credit exposures 4.766.365 4.766.365
B. Derivatives - -
B.1 Financial derivatives 871 871
B.2 Credit derivatives - -
C. Guarantees given 100.215 100.215
D. Commitments to grant finance 21.702 21.702
E. Other 256 -
Total - - - - - - 4.889.409 4.889.153

A.2.2 — Distribution of on- and off-balance sheqi@sures by internal rating grades

As stated above, such ratings are used solehfiathar factor in evaluation and do not play a dize role
in the loan assessment process.

External rating clazsses

Exposures Ho rating Total 1M 212013
AAAJAA- A+/A- BBB+/BBB- BB+/BB- B+/B- lower than B-

A. On-statement of financial 4745.752 4745758
B. Derivatives - -
B.1 Financial derivatives 871 871
B.2 Credit derivatives - -
C. Guarantees given 100.215 100215
D. Commitments to grant finance 21.702 21.702
E. Other 256 2585

Total - - - - - - 4.872.842 4.872.586



A.3 Distribution of secured exposures by type of garantee
A.3.1 — Secured on-balance sheet exposures to banks

Guarantees (2)
Collateralsi (1)
@ Credit derivatives nature Loans (loans guarantegq &
g = . Other credit derivatives E % ¢ g
5 2 8 4 b c e o 8le 2] o o = =
5 g | 2| 5 8 L |88 |3 g| Elzd| g |35 |¢ e
= S g 8 E N |ES,|Zg| 5| S|Em| 2|3 | B
=3 n = [ x| 3 2 o o |2Q £ < =
2 o 325 |sE £|3§| £ 9]
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1. Secured exposures to banks - - - - - - - - - - -
1.1. fully secured 45.453 - - 50.006 - - - - - - - - - 50.006
- of w hich nonperforming - - - - - - - - - - - - - -
1.2. partially secured - - - - - - - - - - - - - -
- of w hich nonperforming - - - - - - - - - - - - - -
2. Secured exposures to customers - - - - - - - - - - - - - -
2.1. fully secured - - - - - - - - - - - - - -
- of w hich nonperforming - - - - - - - - - - - - - -
2.2. partially secured - - - - - - - - - - - - - -
- of w hich nonperforming - - - - - - - - - - - - - -
3.2. — Secured on-balance sheet exposures to caistom
. Collateralsi (1) Guarantees (2)
g Credit derivatives %i)gnature Loans (loans guarantees) §
)% P Other credit derivatives = -% 9 §
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1. Secured on balance sheet credit exposure: 2134733 5821375 135991 30974 - - 9314 1163 296.933 5.355.985
1.1. totally secured 2.068.798  4.911.360 126940 25183 - - 7771 734 243112 5.315.100
- of which impaired 256471  904.079 2644 4056 - - - 160 312 28513 939.764
1.2. partially secured 65.935 5.935 6.407 1734 - - - 1.382 118 25.309 40.886
- of which impaired 8.308 5.935 332 - - - - - 1 4.535 10.804
2. Secured off balance sheet credit exposure: 31.999 1.288 5.880 4387 - - - 24 - 18.766 29.438
2.1. totally secured 24.106 1.288 3942  34% - - - 24 - 16.472 25.223
- of which impaired 1.09 - 137 19 - - - - 780 1113
2.2. partially secured 6.797 1.801 69%5 - - - 205 1514 4216
- of which inmpaired 420 - - - - - - - 100 100
B. CREDIT DISTRIBUTION AND CONCENTRATION
B.1 Distribution of on- and off-balance sheet expes to customers by business segment
Governrreg;lind B Other public entities Financial companies Insurance undertakings Non-financial companies Other
1) (%] 1] 1% ] [%] [%2] 1% 1%} 1% (%]
s | s s | = S s s | = E E s
o |38 e |BIE| ¢ | 2| 3 | |B]| 3 0 3 8| ¢ | 3
1o L 2 o L 2 o QL 9o =3 L ie) o L 2 o L
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A. On-balance-sheet exposures
A.1 Bad debts - - X - 3 X 1.920 1301 X - X 119.668  185.861 X 23.085  26.490
A.2 Substandard loans 0 0 X - X 2526 234 X - X 91.815 49.636 X 25.893 6.609
A.3 Restructured positions - - X - - X 1.427 1.123 X - - X 8.160 1.237 X 1.578 21
A.4 Past due positions - - X - - X 322 83 X - - X 11.567 2.970 X 9.186 2.359
A.5 Other 1.462.860 X 0 7757 - 58 535751 X 174 13292 X - 1.353.817 X 10.134  876.723 X
TOTAL 1.462.860 0 0 7.757 3 58 541.945 2.741 174 13292 - - 1.585.028 239.703 10.134 936.465 35.479
B. Off-balance-sheet exposures
B.1 Bad debts - - X - - X - - X - - X 518 23 X 22 -
B.2 Substandard loans - - X - - X - - X - - X 3.182 22 X 44 0
B.3 Other impaired assets - - X - - X - - X - - X 34 0 X 16 0
B.4 Other - X - 497 X 3 15.101 X 16 - X - 74.882 X 715 24.340 X
TOTAL - - - 497 - 3 15.101 - 16 - - - 78.615 45 715 24.423 0
TOTAL 31/12/2013 1.462.860 0 0 8.254 3 61 557.046  2.741 190 13292 - - 1.663.643  239.749 10.848 960.889  35.479
TOTAL 31/12/2012 1.162.306 - - - - - 434.390 - 1 1.018 - - 35.840 1.031 72 309.362 2.569
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Banca Popolare di Cividale Banking Group

B.2 Distribution of on- and off-balance sheet expes to customers by geographic area

OTHER EUROPEAN
ITALY COUNTRES AMERICA ASIA REST OF THE WORLD
= " S @ S @ S @ S @
=] =1 =1 =1 =1
5 oy 5 | g8 | 5 | g€ | 8 | g | & | g
3 c s g cz g cz g cz g =
A. On-balance-sheet exposures
A.1 Bad debts 143.762 210.041 703 3.591 - 3 - 208 19
A.2 Substandard loans 119.596 55.937 624 537 3 1 12 4 - -
A.3 Restructured positions 11.165 2.380 - - - - - - - -
A.4 Past due positions 20.960 5.381 115 30 - - - - - -
A.5 Other 4.237.418 16.899 11.729 85 406 2 466 4 179 1
TOTAL 4.532.901 290.639 13.172 4.243 409 6 478 7 387 21
B. Off-balance-sheet exposures
B.1 Bad debts 540 23 - - - - - - - -
B.2 Substandard loans 3.238 22 - - - - - - - -
B.3 Other impaired assets 50 1 - - - - - - - -
B.4 Other 114.747 783 73 1 - - - - - -
TOTAL 118.576 829 73 1 - - - - - -
TOTAL 31/12/2013 4.651.477 291.468 13.245 4.244 409 6 478 7 387 21
TOTAL 31/12/2012 1.942.441 4.418 475 2 - - - - - -
ALY NORTHWEST MALY MORTHEST MALY CENTER TE=bl ST 200D
ISLANDS
w ) ) W
P : ® : ® : ® z
g g g g
5 E g E g E g E
[} m m [io]
= : = E = E = :
A. On-balance-sheet exposures
A1 Bad debts 1.380 5131 136.357 156,445 5673 T.843 351 819
A2 Substandard loans 5.424 979 107.362 52.049 6.592 2.847 217 83
A3 Restructured positions - - 11.165 2.380 - - - -
2.4 Past due positions 1 o 20.733 5.323 o8 25 128 33
A5 Other 24,893 189 2.512.682 16.646 1.698.702 56 1.041 -]
TOTAL 31.793 5.2599 2.788.299 272.847  1.711.088 10.570 1.738 923
B. Off-balance-sheet exposures
B.1 Bad debts - - 540 23 - - - -
B.2 Substandard loans - - 3.078 22 137 - 23 -
B.3 Other impaired assets - - S50 1 - - - -
B.4 Other 19.807 4 54 626 T7S S0 1 225 2
TOTAL 19.807 4 98 254 822 227 1 24T 2
TOTAL 31M2/2012 4 634 22 551 435 43592 12765314 1 53 3
B.3 Distribution of on- and off-balance sheet expes to banks by geographic area
ITALY OTHER EUROPEAN AMERICA ASIA REST OF WORLD
[ [ [ [ [
5 o 5 o 5 o 5 o 5 o
%] =1 %] =1 0 =] 0 =1 1] >
@ 8 2 8 @ 8 | o | 3 2 8
3 3] 3 3] 3 3] 3 3] 3 o}
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A. On-balance-sheet exposures
A.1 Bad debts - - - - - - - - -
A.2 Substandard loans - - - - - - - - -
A.3 Restructured positions - - - - - - - - -
A.4 Past due positions - - - - - - - - -
A.5 Other 185.584 - 13.652 3.164 - - - 51 -
TOTAL 185.584 - 13.652 3.164 - - - 51 -
B. Off-balance-sheet exposures
B.1 Bad debts - - - - - - - - -
B.2 Substandard loans - - - - - - - - -
B.3 Other impaired assets - - - - - - - - -
B.4 Other 3.791 - 604 1 - - - - -
TOTAL 3.791 - 604 1 - - - - -
TOTAL 31/12/2013 189.375 - 14.256 3.164 - - - 51 -
TOTAL 31/12/2012 941.570 - 53 - - - - - -
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ITALY SOUTH AND

ITALY NORTHWEST ITALY NORTHEST ITALY CENTER
ISLANDS

Net exposure
Total writedowns
Net exposure
Total writedowns
Net exposure
Total writedowns
Net exposure
Total writedowns

A. On-balance-sheet exposures

A.1 Bad debts

A.2 Substandard loans

A.3 Restructured positions

A.4 Past due positions - - -

A.5 Other 93.286 - 25.136 - 66.444 - 719
TOTAL 93.286 - 25.136 - 66.444 - 719
B. Off-balance-sheet exposures

B.1 Bad debts

B.2 Substandard loans

B.3 Other impaired assets - - - - -

B.4 Other 67 - 661 - 3.063

TOTAL 67 - 661 - 3.063 - -
TOTAL 31/12/2012 93.353 - 25.797 - 69.506 - 719

B.4 Large exposures
31/12/2013 31/12/2012

Amount - Book value 3.165.949 3.601.107
Amount - Weighted value 136.305 248.316
Number 7 7

In accordance with the Bank of Italy's instructices forth in the letter dated 28 February 2014 a@mount
of “risk positions” that qualify as “large expossates disclosed on the basis of both carrying an®and
weighted value. The new supervisory provisions edgaire that the top 20 exposures to customegsonps
of related customers and the top ten exposurasstomers or groups of related customers in indesstther
than banking and finance must disclosed at thedtiolased level.

C. SECURITISATIONS AND ASSET DISPOSALS
C.1 SECURITISATIONS
This section is not applicable to the financiatestaents of Banca Popolare di Cividale S.c.p.A.

C.2 TRANSFERS
C.2.1 - Financial assets sold but not derecognised

Fnancial assets Fnancial Fnancial assets Fnancial assets Due from banks Loans to Total
held for trading assets available for sale held to maturity customers
measured at
fair value
A B C A B C A B C A B C A B C A B C 31/12/13  31/12/12
A. Cash asseets - - - - - - 1134237 - - 87.8%6 - - - - - - - - 1222133 1.080.537
1. Debt securities - - - - - - 1134237 - - 87.8%6 - - - - - - - - 1222133 1.080.537
2. Fquities - - - - - - - - - X X X X X X X X X - -
3.U3s - - - - - - - - - X X X X X X X X X - -
B. Derivatives - - - X X X X X X X X X X X X X X X - -
Total 31/12/2013 - - - - - - 1134237 - - 87.8%6 - - - - - - - - 1222133 -
of which impaired - - - - - - - - - - - - - - - - - - - -
Total 31/12/2012 - - - - - - 993942 - - 86.5%5 - - - - - - - - 1.080.537 1.080.537
of which impaired - - - - - - - - - - - - - - - - - - - -

A = financial assets sold 100% recognised (carry@mgounts). B = financial assets sold partly recagui (carrying amounts). C = financial assets
sold partially recognised (full amount).



C.2.2 - Financial liabilities in respect of finamtiassets sold but not derecognised
Fnenga Finengal Finendal Frenddl

assets held assets assets assets held Loarsto
GrE e ertiyn (o oS e UEE
fair value sde
1 Deposits fromastamers - - 1166129 9130 - - 1257498
a) rélating to fully recogrised assets - - 1166129 9.3 - - 1257498
b) relating to pertially recogrised assets - -
2 Deposits fromBarks
a) relating to fully recogrised assats
b) relating to pertially recogrised assets - - - - - - -
Tad 31122013 - - 1166129 9130 - - 125748
Tad 31122012 - - 10683 8063 - - 1125490

D. CREDIT RISK MEASUREMENT MODELS
Please refer to the qualitative disclosures onicrestt for further information.

SECTION 2 - MARKET RISKS
The Bank’s investment policy is inspired by the Igmfaimiting market risk in its various forms (iertest-
rate risk, price risk and exchange-rate risk).

2.1 INTEREST RATE RISK AND PRICE RISK — SUPERVISORY TRADING BOOK
The trading book, as defined in supervisory repgrtules, includes financial instruments subjectépital
requirements for market risks.

QUALITATIVE DISCLOSURES
A. General aspects

The trading book is extremely modest in amount @msists almost entirely of bonds (approximately €2
million) and equities (approximately €400 thousand)

The Group does not hold positions in structurea lpeoducts (collateralised debt obligations, conuiadr
mortgage-backed securities or exposures to subepdand alt-A mortgages). Likewise, there are ties
whatsoever to special-purpose entities with expssto risky financial instruments.

B. Interest-rate and price-risk management processel measurement methods

The Group’s investment policy is aimed at limitingarket risk for those components of such risk that
knowingly intends to assume:

» interest-rate risk;

» price risk; and

» exchange-rate risk.
The Group does not normally assume positions titafle&commodity risk.
In accordance with the mission of a group focusedetail customers, financing activity is essehtialmed
at protecting the overall financial balance of tBank and Group. Investment and trading activity is
conducted in accordance with the guidelines estaddi at the relevant Group levels and is carri¢gvidhin
a comprehensive system of delegated powers andispetes setting operational restrictions in terof
instruments, amounts, investment markets, typasgairity and issuer, sector and rating.
The investment policies pursued by the Group redutt the retention of a significant amount of goweent
bonds eligible as collateral for refinancing opieras with the ECB, primarily as a liquidity reseriost of
the securities concerned have been included angssgsaavailable for sale. At the same time, theemdly
limited size of the portfolios classified amongetssheld for trading means that the exposure tepisk
associated with the securities held in those pastfas virtually negligible.



QUANTITATIVE DISCLOSURES

1. Supervisory trading book: distribution by ressimaturity (repricing date) of on-balance sheagficial
assets and liabilities and derivatives

Denominated in euro

0 (® B more than 3 more than 6 more than 1 more than 5 DE6e Mhan 10 unspechiad
on demand P months to 6 months to 1 year to 5 years to 10 P B
months years maturity
months year years years
1. Assets 825 4.125 - - 383 - - -
1.1 Debt securities - - - - -

- with early redemption option - - - - - - - -

- other 825 4.125 - - 383 - - -
1.2 Other assets - - - - - - - -
2. Liabilities - - - E - - - E
2.1 Repurchase agreements - - - - - - - -
2.2 Other liabilities - - - - - - - -
3. Derivatives - (19.971) 60 198 (735) - - -
3.1 With underlying security - 580 - 153 (735) - - -

- Options - - - - -

+ long positions - - - - - - - -
+ short positions - - - - - - - -
- Other derivatives - 580 - 153 (735) - - -
+ long positions - 888 - 153 10 - - -
+ short positions - 308 - - 745 - - -
3.2 Withoutunderlying security - (20.551) 60 45 - - - -
- Options - - - - - - - -
+ long positions 16 23 32 53 349 263 51 -
+ short positions 16 23 32 53 349 263 51 -
- Other derivatives - (20.551) 60 45 - - - -
+long positions - 3.518 7.497 284 2.040 2.770 1.900 -
+ short positions - 24.069 7.437 239 2.040 2.770 1.900 -
Denominated in other currencies
more than 3 more than 6 more than 1 more than 5 L
upto 3 more than 10 unspecified
on demand months to 6 monthsto1l yearto5 yearsto 10 .
months years maturity
months year years years
1. Assets 0 0 - - 0 - - -
1.1 Debt securities - - - - - - - -

- with early redemption option - - - - - - - -

- other 0 0 - - 0 - - -
1.2 Other assets - - - - - - - -
2. Liabilities - - - - - - - -
2.1 Repurchase agreements - - - - - - - -
2.2 Other liabilities - - - - - - - -
3. Derivatives - (2.589) - 59 - 43 (1) - - -
3.1 With underlying security - - 0 - 0 (1) - - -

- Options - - - - - - - -

+ long positions - - - - - - - -
+ short positions - - - - - - - -

- Other derivatives - - 0 - 0 (1) - - -
+ long positions - 0 - 0 - 0 - - -
+ short positions - 0 - - 1 - - -
3.2 Without underlying security - (2.589) (59) (44) - - - -
- Options - - - - - - - -
+ long positions (0) (0) - - - - - -
+ short positions (0) (0) - - - - - -

- Other derivatives - (2.589) (59) (44) - - - -
+ long positions - - 87 22 (0) - - -
+ short positions - 2.589 145 65 - 0 - - -

2. Trading book: on-balance sheet exposures taieguand ClUs
Not applicable.

2. Supervisory trading book: distribution of expasuin equities and equity indices by main couwfry
listing
ITALY Unlisted

A. Equity instrum ents

+ long positions 18

+ short positions
B. Forw ard value equity trades

+ long positions

+ short positions
C. Other derivatives on equity

+ long positions

+ short positions
D. Derivatives on equity indexes

+ long positions

00

Q\

N + short positions
EEE— |



2.2 INTEREST-RATE RISK AND PRICE RISK — BANKING BOO K
QUALITATIVE DISCLOSURES

The banking book consists of all financial assetlabilities not included in the trading book.€Ttargest
item consists of loans to and amounts due to banésustomers.

A. General aspects, interest rate risk and prisk rhanagement processes and measurement methods
The process of managing the interest rate riskceéegsal with the banking book is governed by specifi
company regulations approved by the Parent Compa®yard of Directors and subject to periodic review
Those Regulations aim to set general rules for giaganterest rate risk for the assets and liaegiincluded
within the banking book, as defined by supervis@agulations for the purposes of determining pitiao
capital requirements (namely, all liabilities arsbets other than those allocated to the reguldtadng
book) and assign precise responsibilities and téskfie various organisational units of the Bankl an
companies involved in the process.

Management of interest rate risk aims to limitith@act of unfavourable changes in the rate curveath
the economic value of assets and on the cash fgmsrated by line items. Containment of exposure to
interest rate risk is pursued primarily by applyiognsistent parameters to assets and liabilitied, ia
particular by indexing a large portion of its assatd liabilities on money-market parameters (gipiahe
Euribor rate), as well as the general balancintp@fdurations of assets and liabilities on low leve
Measurement of the interest rate risk associatéll thie banking book is founded upon economic value,
defined as the present value of the expected rsét ftaws generated by assets, liabilities and af&sbce
sheet positions. In particular, exposure to therest rate risk associated with the banking bookasitored
for the purposes of determining the associatedalagdisorption on the basis of the Bank of Itatggulatory
model, applied at both a separate and consolidated

Exposure to interest-rate risk is calculated by suneag the change in the economic value of the ibpgnk
book resulting from hypothetical instantaneoustshiifi the interest rate maturity curve. The shiftthe
interest rate structure is quantified in two distisituations:

* in ordinary conditions, reference is made to theuah changes for each node of the interest rate
structure recorded over an observation periodxofears, alternatively considering thégercentile
(downward shift) and 99percentile (upwards shift); and

* in a stress scenario, reference is made to a pbsaift in the interest rate structure of £ 208iba
points.

The changes are then normalised in relation tolaégy capital.

B. Fair-value hedging

Fair-value hedging is used to cover the interagt-iagk on lending and funding items originatec ditxed

rate with a medium-/long-term maturity. Interegerdsk hedging activity through OTC derivativedirtial

instruments was almost entirely discontinued inddelger 2012. At the beginning of the year, only loegge
of asset items (loans to customers) by the Par@mip@ny remained outstanding. This hedge was tlsed|
out in January 2013. Since then, no hedging dévivabntracts have been entered into.

C. Cash-flow hedging
No cash-flow hedges have been undertaken anddhems open cash-flow hedges.
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QUANTITATIVE DISCLOSURES
1. Banking book: distribution by residual durati{re-pricing date) of financial assets and liabiit

Denominated in euro

more than 3

more than &

on demand DD monthe to & monthe to 1 e EEn more than 51 ez i unspeclﬁed
months year to § years years maturity
months year
1. Assets
1.1 Debt securities - 32T.259 365.294 17.345 T44.003 82121 - -
- with earty redemption option - - - - - - - -
- other - 327.259 365.204 17.345 T44.002 282121 - -
1.2 Loans to banks 71.982 50.725 - - - 2.038 - -
1.3 Loans to customers 598.658 1.810.768 345.700 44193 166.369 53.709 54.8785 -
- current acct. 512.845 48.037 T.4T1 5.911 30.157 - - -
- other loans 85.814 1.782.731 342230 37.288 136173 53.70%9 54.875 -
- with early repayment option - - - - - - - -
- other B85.814 1.782.731 342230 37288 136.173 53. 709 54 878 -
2. Liabilities
2.1 Due to customers 1.389 438 1.377.023 42.071 65.722 55.520 - - -
- current acct. 1.318.959 119.526 41.440 65.722 55.520 - - -
- other payables - - - - - - —- -
- with early repayment option - - - - - - - -
- other TO.529 1.257 498 631 - - - - -
2.2 Due to banks 67.163 259.995 13.405 307 20.057 31.433 5.424 -
- current acct. 31.078 - - - - - - -
- other payables 36.085 859.995 13.405 30T 20.057 31.433 5.424 -
2.3 Debt securities 45.792 208.253 T1.342 121.447 267.553 14.895 - -
- with early redemption option - - 40 - - - - -
- other 45 792 208.253 T1.302 121,447 267 553 14 896 - -
2.4 Other liabilties - - - - - - - -
- with early redemption option - - - - - — - —
- other - - - - - - - -
3. Financial derivatives - - - - = = = =
3.1 With underhying security - - - - - - —- -
- Option=s - - - - - - - -
+ long pesitions - - - - - - - -
+ ghort positions - - - - - — - —
- Other derivatives - - - - - - - -
+ long positions - - - - - - - -
+ =short positions - - - - - - —- -
3.2 without underhying security - - - - - - - -
- Option=s - - - - - - - -
+ long pesitions - - - - - - - -
+ short positions - - - - - - - -
- Other derivatives - - - - - - - -
+ long positions - - - - - - —- -
+ short positions - - - - - - - -
Currency: other
OGS Fhe & MO Fien & more than 1 more than 10 unspecified
on demand up to 3 months months to 6 months to 1 more than 5 ye. .
year to 5 years years maturity
months year
1.Assets
1.1 Debt securities - - - - - - - -
- with early redemption option - - - - - - - -
- other - - - - - - - -
1.2 Loans to banks 4.231 - - - - - - -
1.3 Loans to customers 463 - 3.085 - 337 - - -
- currentacct. 1 - - - - - - -
- other loans 463 - 3.085 - 337 - - -
- with early repayment option - - - - - - - -
- other 463 - 3.085 - 337 - - -
2. Liabilities - - - - - = = -
2.1 Due to customers 28.465 - 165 - 65 - - -
- current acct. 28.465 - 165 - 65 - - -
- other payables - - - - - - - -
- w ith early repayment option - - - - - - - -
- other - - - - - - - -
2.2 Due to banks 138 - - - - N - -
- currentacct. 80 - - - - - - -
- other payables 58 - - - - - - -

2.3 Debt securities
- with early redemption option
- other

2.4 Other liabilities
- with early redemption option
- other

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
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2. Banking book: internal models and other sengit@nalysis methods

The capital requirement for interest-rate risk ba banking book is calculated by applying the sifieol
model indicated in Schedule C to Title lll, Chaptasf Bank of Italy Circular No. 263/2006, in fortteough

31 December 2013.

This calculation is performed by classifying fixete assets and liabilities in accordance with the
supervisory model into 14 time bands on the basiseair residual lives and classifying floatingeassets
and liabilities into the various time bands accogdio the date of renegotiation of the interes.réifithin
each band, asset and liability positions are mlidtipby weighting factors and then set off agaimsé
another, resulting in a net position. Exposurenterest-rate risk for the purpose of determinirgy¢hpital
requirement is then calculated by measuring thengddn the value of the banking book caused by
hypothetical instantaneous shifts in the interat# maturity curve in a scenario of ordinary candi. To
that end, use is made of the annual changes fdér made of the interest rate structure recorded awer
observation period of six years, alternatively édesng the T percentile (downward shift) and ©99
percentile (upward shift).

On the basis of the application of the Bank ofylsategulatory model, the change in capital in barttinary
and stress conditions was always found to be pesiéind thus internal capital to account for irderate
risk is equal to zero at the consolidated level.

2.3 EXCHANGE-RATE RISK
QUALITATIVE DISCLOSURES

Exposure to exchange-rate risk, determined usingethod founded upon supervisory regulations, is
negligible in extent.

A. General aspects, foreign-exchange risk manageprenesses and measurement methods
Exchange-rate risk applies to transactions witharnsrs and banks. Operational management invobagds r
time monitoring of the exposure in various currescisystematically hedging positions on the maaket
required to minimise the exposure to exchangerrsie

B. Exchange-rate risk hedging

All foreign currency positions generated by relasiovith Group customers are handled together bysing

open gaps (un-netted positions), which are typicképt essentially at zero through market hedging
transactions.

QUANTITATIVE DISCLOSURES
1. Distribution by currency of assets, liabilitiaad derivatives

Currencies
US dollar Pour.1d Yen Canadian dollar Sw iss franc Other
sterling
A. Financial assets 4.270 2.187 1.089 262 28 281
A .1 Debt securities - - - - - -
A .2 Equity securities - - - - - -
A .3 Loans to banks 3.269 392 41 262 28 240
A .4 Loans to customers 1.001 1.794 1.048 - - 41
A .5 Other financial assets - - - - - -
B. Other assets 221 112 50 7 77 28
C. Financial liabilities 26.590 1.115 652 269 95 111
C.1 Due to banks 51 0 20 6 61 0
C.2 Due to customers 26.539 1.115 632 263 35 111
C.3 Due to customers - - - -
C.4 Other financial liabilities
D. Other liabilities
E. Financial derivative s
- Options
+ Long positions
+ Short positions
- Other - - - - - -
+ Long positions 23.006 - 5 6 - 128
+ Short positions 929 1.199 489 6 - 176
Total assets 27.496 2.299 1.144 275 104 436
Total liabilities 27.519 2.315 1.141 275 95 288
Difference (+/-) (22) (16) 4 (0) 9 149
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2.4 DERIVATIVES
A. FINANCIAL DERIVATIVES
A.1 Supervisory trading book: end-period and averagtional amounts

31/12/2013 31/12/2012

over the Central Over the Central .
counterparti

counterpar
counter X counter
ties es

1. Debt securities and interest rates - - - -
a) Options 29.099 - - -
b) Sw aps 15.176 - - -
c) Forw ards 1.051 - 8.420 -
d) Futures - - - -
e) Others - - - -

2. Equities and stock indices - - - -
a) Options - - - -
b) Sw aps - - - -
c) Forw ards - - - 205
d) Futures - - - -
e) Others - - - -

3. Foreign exchange rates and gold - - - -
a) Options - - - -
b) Sw aps - - - -
c) Forw ards 25.943 - 15.158 -
d) Futures - - - -
e) Others - - - -

4. Commodities - - - -

5. Other underlying assets - - - -

TOTAL 71.269 - 23.578 205

AVERAGE VALUES = = = =

A.2 Banking book: end-period and average notiomabants
A.2.1 Hedging

31/12/2013 31/12/2012

Central Central
Over the counter counterpa Over the counter counterpa

rties rties

1. Debtsecurities and interest rates - - - N
a) Options - - -
b) Sw aps - - 20.000 -
c) Forw ards - - - -
d) Futures - - - -
e) Others - - - -
2. Equities and stock indices - - - -
a) Options - - - -
b) Sw aps - - - -
c) Forw ards - - - -
d) Futures - - - -
e) Others - - - -
3. Foreign exchange rates and gold - - - -
a) Options - - - -
b) Sw aps - - - -
c) Forw ards - - - -
d) Futures - - - -
e) Others - - - -
4. Commodities - - - N
5. Other underlying assets - - -
TOTAL - B 20.000 -
AVERAGE VALUES - - - -

A.3 Financial derivatives: gross positive fair vald distribution by product

Positive Fair value

3122012 3122011
O r the Central O r the Central

counter -Dcrun_terpa counter -Dcrun_terpa
rties rties
A Regulatory trading book - - - -
a) Options 352 - - -
B} Interest rate swaps 431 - - -
) Cross currency swaps - - - -
dy Eguity swaps - - - -
&) Forwards Ta - 54 -
) Futures - - - -
g} Others — — — —

E. Banking book - hedging - - _ _
a) Options — — — —
b} Interest rate swaps - - - -
c) Cross currency swWwaps - - - -
d) Equity swaps - - - -
e) Forwards - - - -
Ty Futures - - - -
gy Others - - — -

C. Banking ook - other derivatives - - - -
a) Options - - - -
b} Interest rate swaps - - - -
C) Cross cUurrency swaps - - - -
d} Equity swaps — — — —
e) Forwards - - - -
Ty Futures - - - -
g) Others - — - -




A.4 Financial derivatives: gross negative fair @k distribution by product

Hegative Fair value
S 272013 S1M 202012

er the Central er the Central
counte rpa

counterpa
counter . counter -
rties rties

A Regulatory trading book — - — -
a)y Options 1586 - — —
B} Interest rate swaps 552 - - -
) Cross currency’ SwWaps — - — -
d} Equity swaps - - — -
e} Forwards 147 - a5 —
) Futures — - — -
gk Others o - — —

B. Banking book - hedging - - — —
a) Options - - — —
B} Intere=st rate swaps — - 2915 —
c) Cross currency Swaps - - - -
d} Eguity swaps — - — -
e} Forwards - - — -
) Futures — - — -
gk Others — - — -

C. Banking book - other derivatives — - — -
a)y Options — - — -
b} Interest rate swaps — — - —
) Cross currency’ SwWaps — - — -
d} Equity swaps - - — -
e} Forwards — - — -
) Futures=s - - — -
gk Others — - — -

Total 955 - 2.961 —

A.5 OTC financial derivatives — supervisory tradlpk: notional values, gross positive and negdiie
values by counterparty — contracts not based otingearrangements

£ g g g £
. o < k= 0 o 9 S 9 5

Contracts not based on netting arrangements g S 5 E 5 © £ £ L S

8 2 e g g 3 g & g 5 B

8 2 § S g 23 z § § & £ 3

O © m [ m L £ £ o Z o O o
1. Debt securities and interestrates - 8.581 22.955 - - 14.349 1.086
- notional amount - 8.375 22.137 - 13.762 1.051
- positive fair value - 206 139 - - 448 34
- negative fair value - - 679 - - 139 2
- future exposure - 53 215 - - 28
2. Equities and stock indices
- notional amount
- positive fair value
- negative fair value
- future exposure - - - -
3. Foreign exchange rates and gold - - 25.168 - - 217 747
- notional amount - - 25.027 - - 216 700
- positive fair value - - 16 - - 0 27
- negative fair value - - 125 - - 1 20
- future exposure - 2 7

4. Other values

- notional amount

- positive fair value
- negative fair value
- future exposure

A.6 OTC financial derivatives — regulatory tradibhgok: notional values, gross positive and negéftie
values by counterparty — contracts based on netimngngements
Not applicable.

A.7 OTC financial derivatives — banking book: notibvalues, gross positive and negative fair valogs
counterparty — contracts not based on netting agements
Not applicable.

A.8 OTC financial derivatives — banking book: notibvalues, gross positive and negative fair valogs N
counterparty — contracts based on netting arrangesie (@)
Not applicable. €1
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A.9 Residual maturity of OTC financial derivativestional values
Between 1 and

Up to 1 year 5 v Over 5 years Total
A. Regulatory trading book 34.410 12.836 24.023 71.269
A.1 Financial derivatives on debt securities and interest rates 8.466 12.836 24.023 45.325
A.2 Financial derivatives on equities and stock indices - - -
A.3 Financial derivatives on foreign exchange rates and gold 25.943 - - 25.943
A.4 Financial derivatives - other
B. Banking book
B.1 Financial derivatives on debt securities and interest rates
B.2 Financial derivatives on equities and stock indices
B.3 Financial derivatives on foreign exchange rates and gold
B.4 Financial derivatives - other - - - -
Total 31/12/2013 34.410 12.836 24.023 71.269
Total 31/12/2012 23.578 - 20.000 43.578

B. CREDIT DERIVATIVES
This item is not applicable to the financial statents of Banca Popolare di Cividale S.c.p.A.

C. CREDIT AND FINANCIAL DERIVATIVES
This item is not applicable to the financial statents of Banca Popolare di Cividale S.c.p.A.

SECTION 3 —LIQUIDITY RISK

QUALITATIVE DISCLOSURES

A. General aspects, liquidity risk management pseee and measurement methods

Liquidity risk is not attributable to specific itenof the balance sheet; rather, it arises from iishes of
amount and/or date between cash inflows and outflgenerated by all assets, liabilities and off-heda
sheet items. It is thus a risk inherent in the Bawokerations and derives essentially from wh&hiswn as
the “maturity transformation.”

Liquidity risk generally manifests itself in therfo of the breach of payment obligations, which rbay
caused by the inability to procure funds (fundiiogiidity risk) or the existence of limits on theuiidation
of assets (market liquidity risk).

Liquidity risk also includes the risk that an eptibay be forced to discharge its payment obligatiamon-
market costs, meaning that it may be forced to bdagh cost of funding or (in some cases, conatige
sustain capital losses when liquidating assets.

Since all core banking business process are assgeth potential liquidity risk, all Group compas are
exposed to liquidity risk.

The process of containing exposure to liquiditk,riswhich aims to ensure the Group’s solvency even i
especially acute situations of tension, is primyapilirsued through a complex set of managementidesis
and organisational measures, the most significewhah are:

» a constant focus on the financial situations ofGneup with respect to a balanced structure oftasse
and liability maturities, especially with regarddioorter-term assets and liabilities;

» diversification of sources of funding in terms ethnical forms as well as counterparties and
markets. The Group intends to maintain high ang stable retail funding level in the form of both
deposits and debt securities distributed diredtipugh the branch network, thus pursuing the
strategic goal of reducing dependency on markaddymterbank funding and issues intended for
institutional investors);

» a portfolio of highly liquid assets eligible as letéral for financing transactions or directly
disposable in situations of tensions, formed irt pang securities resulting from the securitisatio
of the Group's assets; and

» the preparation of a Contingency Funding Plan.

Operational management of liquidity risk is thepa@ssibility of the Finance Department, through the
Finance Service, in line with the funding policydadiirectives of a strategic nature laid down byAh€o,
which meets with at least monthly frequency. Thisivity involves the use of appropriate tools for

monitoring and surveying operating profiles fowiidjty risk.
EEE— |



Through the Operating and Financial Risks Offibe,Risk Management Service is responsible for ttrakc
aspects and stress analyses, as well as monitfrthg operational limits set by internal rules.

Assessment of liquidity risk exposure aims to exdlan entity’s capacity to respond to an outfléwuzh
resources in the light of the maturity structureitefon-balance sheet assets and liabilities. dityiis
monitored by determining the maturity ladder, whstiows the cumulative total cash balance during efc
the forecasting periods. This balance is the suoash inflows and outflows for each maturity bracke

Furthermore, in addition to the ordinary liquidgtifuation, the Bank conducts simulations of adveteess
scenarios caused by forms of tension in the firmsgistem generally or specific significant chanigethe
Bank’s financial aggregates. Moreover, the Gro@ositingency Funding Plan (CFP) defines and formally
establishes the organisational escalation procedogds and management mechanisms required tocprote
the company’s assets in situations of extreme,ragéen depletion of liquidity through the prepamainf
crisis management strategies and fund-raising proes.

QUANTITATIVE DISCLOSURES
1. Distribution of financial assets and liabilitiby residual maturity - Denominated in euro

mere than 3 mere than 8 more than 1
months to 6 months to 1

On-balance-sheet assets
A1 Government securities
A2 Other debt securities
A4 Units in collective investment undertakings
A5 Loans
- banks
- customers
On-balance-sheet liabilities
B.1 Deposits
- banks
- customers
B.2 Debt securities
B.3 Other liabilties
Off-balance-sheet transactions
C.1 Financial derivatives with exchange of capita
- long positions
- short positions
C.2 Financial derivatives without exchange of cap
- long positions
- short postions
C.3 Deposits and loans to be settled
- long positions
- short postions
C.4 Irrevocable commitments to lend funds
- long positions
- short postions
C.5 Financial guarantees given
C.6 Financial guarantees received
C.7 Credit derivatives with exchange of principal
- long positions
- short postions
C.8 Credit derivatives without exchange of princip
- long positions
- short postions

on demand

833
16.368
614.833
72144
542689
1.417.181
67.480
1.349.881
175

108

morethan 1 merethan7  more than
daysto 15 15daysto

dayto 7
days

108.422
0
108.422

15.294
15.294
27.519
71.033
1.588
1.257
K2y

days

1.350
0
9.566
6
9.560

18.343
200
18.143
24.230
TT7.672
22.593

22.593

month

34807
3.045
101.848
45,392

411.650

2.014
1.588
118

more than 1
month to 3
months

8.850
1.753
132378
2
132.376
51.810
7
51.738
114,134
685
638

3531

287

menths

10.513
1873
12072
3
112.06%

42192
42137
28.969
3.288
256
148
108

year

22181
29.104
172786
2
172.784
67.583
40
B7.543
101.880
13.478
249
217

yearto 5
years

1.256.258
43258

800.156

800.156
55179
K|
55.148
426,950
§58.182
820

10

810

341
41

More than 5

VEars

75.0

975

00

1.229.085

20

1.227.085

296
45.8

00

40
81

Unzpecified



1. Distribution of financial assets and liabilitiey residual maturity - Denominated in other curciEs

more than 1 more than 7 more than 15 more than 1 more than 3 more than&  more than 1 More than §
on demand days to 15 days to 1 month to 3 months to 6 months to 1 yearto 5 Unspecified
day to 7 days years
days month months months year VEars
On-balance-sheet assets
A1 Government securities -
A 2 Other debt securities -
A4 Units in collective investment undertakings -
AL Loans 4698
- banks 4.231
- customers 457
On-balance-sheet liabilities -
B.1 Deposits 28.544
- banks 20
- customers 28.485
B.2 Debt securities -
B.3 Other liabilties 58

45 58 347 2165 345
47 2165 345
109 65

108 65

[ R R g P
o
=}
[ T T T R T R T
[ T T T R T R T

Off. sheet tr: - - - - - - - - -
C.1 Financial derivatives with exchange of capital - 547 22,478 1.985 514 232 a7 - - -

- long posttions - 173 22478 104 280 87 22 - - -
73 - 1.881 334 145 65

- short positions
C.2 Financial derivatives without exchange of capita
- leng positions.
- short positions
C.3 Deposits and loans to be settled
- leng positions.
- short positions
C.4 Irrevocable commitments to lend funds
- long positions.
- short positions
C.5 Financial guarantees given
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
- leng positions
- short positions

2. Disclosure concerning committed on-balance shegets
Tied up Not tied up Total
BV FV BV FV 31.12.2013
. Cash and cash equivalents - X 20.020 X 20.020
. Debt instruments 2.020.203 2.262.346 326.450 326.396 2.346.653
. Equity instruments - - 58.879 18 58.879
Loans 910.686 X 2.300.466 X 3.211.152
. Other financial assets - X 56.666 X 56.666
. Non-financial assets - X - X
Total as at 31/12/2013 2.930.889 2.262.346 2.742.462 326.414 5.693.371
Key:BV = book valueFV = fair value

Technical form

o U A ®wWN PR

3. Owned committed off-balance sheet assets

Technical form Tied up Not tied up Total

1. Financial assets

- Securities 974.322 957.018 1.931.340
- Other

2. Non-financial assets

Total as at 31/12/2013 974.322 957.018 1.931.340

Securitisation
Within the framework of the various measures aiateehhancing coverage of exposure to liquidity, sk
Group has undertaken securitisation transactiotis the goal of increasing the degree of liquidityite
assets and prudentially increasing its pool ofrfaial instruments eligible for refinancing operasowith
the European Central Bank, or otherwise suitedi$eras collateral in funding transactions beyopdstiort
term with institutional and market counterparties.
In accordance with these aims, the asset-backeditses issued by the vehicle companies incorpdrate
pursuant to Law 130/99 have been fully subscrilmedfér both the senior and junior tranches, byliaeks
(O that in turn sold the underlying loans without neixse (Banca di Cividale S.p.A., subsequently inoafed
into Banca Popolare di Cividale S.c.p.A.).
N\ The following table provides an overview of thews#sation transactions undertaken.
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Main information

Date of transaction May 2009
Special purpose entities Quadrivio Finance S.r.l. (spv)
Subject matter of the transaction commercial mortgages
Banca Popolare di Cividale Group
Banks/ Originator groups Credito Valtellinese Group
Original aggregate amount of transferred loans and receivables 1.366 min
_of which Banca Popolare di Cividale Group 243 min
Group and by the Credito Valtellinese Group 1.317 min
of which junior securities b 224 min
Rating of senior securities AAA Fitch
Securities issued and subscribed by the Banca Popolare di Cividale
Group 234 mln
of which senior securities a 187 min
of which junior securities b 47 min
Overall residual notional amount of the securities as at 31/12/2013 120 min
Residual values of loans and receivables as at 31/12/2013 126 min
Rating of senior securities as at 31/12/2013 AA+ Fitch - A2 Moody's
Main information
Date of transaction February 2012
Special purpose entities Civitas Spv Srl
Subject matter of the transaction Performing residential mortgages
Banks/ Originator groups Banca Popolare di Cividale Group
Original aggregate amount of transferred loans and receivables
of Banca Popolare di Cividale Group 383 min
Securities issued and subscribed by the Banca Popolare di Cividale
Group 398 min
of which senior securities a 310 min
of which junior securities b 88 min
Rating of senior securities AA+ Standard&poor's - A1 Moody's
Residual values of loans and receivables as at 31/12/2013 335 min
Rating of senior securities as at 31/12/2013 AA Standard&poor's - A2 Moody's

Main information

Date of transaction July 2012
Special purpose entities Civitas Spv Srl
Performing residential and
Subject matter of the transaction commercial mortgages
Banks/ Originator groups Banca Popolare di Cividale Group
Original aggregate amount of transferred loans and receivables
of Banca Popolare di Cividale Group 410 mln
Securities issued and subscribed by the Banca Popolare di
Cividale Group 418 min
of which senior securities a 273 min
of which junior securities b 143 min
Rating of senior securities A+ Standard&poor's - AL DBRS
Residual values of loans and receivables as at 31/12/2013 313 mln
Rating of senior securities as at 31/12/2013 A+ Standard&poor's - AL DBRS

Considering that the asset-backed securities diyrém issue have been fully subscribed for by the
originating banks, the Group has not transferrgdcaedit risk. Accordingly, since essentially altbe risks
and rewards associated with the transferred pathalve been retained, the loans concerned haveceot
derecognised. However, given the structure of thaskctions, there exists the specific risk of €£ros

collateralisation due to the presence of multiiodgpr transactions. In fact, the Bank is exposeiotential
| I



additional risk associated with the possible detation in excess of expectations of the portfolidoans
securitised by the other banks involved in the dsations. In the case of the Quadrivio Financd. S.r.
transaction, that potential exposure also exteodsntities external to the Group (Credito Valtedbe).
However, there is no basis for believing that crodtateralisation risk has undergone significamrmge.

SECTION 4 - OPERATIONAL RISKS
QUALITATIVE DISCLOSURES

A. General aspects, operational risk managementgseses and measurement methods

Operational risk management is one component ofrtfegrated risk management strategy that aims at
containing the total risk level, including by preti@eg such risks from propagating and transforming.
Operational risks, which constitute a highly hegemoeous class, are not typical of banking or bgsine
activity. The origin of these risks may be eithdernal or external, and they may extend beyonddhgpany
itself. The definition adopted by the Bank, in liwéh supervisory regulations, identifies operatibrisk as

the risk of loss resulting from inadequate or fhileternal processes, people and systems, or frbenral
events. Such risks include losses resulting fromudr human error, business disruption, system
unavailability, breach of contract and natural siees. Operational risk includes legal risk but steategic

or reputational risk. Operational risk managemetiviy is based on the following guiding princigte

» improving overall operational efficiency;

» preventing the occurrence or reducing the likelthad events that could potentially generate
operational losses through appropriate regulatmmyanisational, procedural and training actions;
attenuating the expected effects of such events;

» transferring risks that the Group does not wisketain through insurance contracts; and

» protecting the Group’s reputation and brand.

The Group adopts the basic method (BIA — Basiccltdir Approach) specified by regulations to detaami
capital requirements.

The Risk Management Service, Operational and FiabhRisks Office, is responsible for measuring and
assessing operational risk. It does so at a cegdalevel for all Group companies. The approacipset]
for managing operational risk takes a combinediobotp view of the components identified by the
prudential regulations for the advanced measureaggmiaches:

» internal operational loss data: the main componenthe construction of an operational risk
management system;

» external operational loss data: given that ndi/aks of events indicated by international regatei
are applicable to or of statistical significancedtl intermediaries, consortium databases hava bee
established at both an international and domestiel Ito contain reports of operating losses from
participants; in Italy, at the initiative of thealtan Banking Association, the Italian Operatings&o
Database was established. The Group participatdeiDatabase as a “total group member.” The
data contained in the Database allow participantsi@nitor the performance of operating losses
within the Italian banking industry by busines®land sales channel, as well as to extract paresnete
concerning probability distributions, enjoy acctsthe aggregation of data by homogeneous group
for benchmarking purposes and expand the datadedlin their historical series.

Risk is contained through regulatory, organisatiama procedural actions. Problem areas are idedtify
analysing all of the data from the various sourd@émse responsible for activities in which problemase
been identified are required to provide furtheoinfation in order to develop appropriate correciggons.
Some types of operational risk are mitigated usipgropriate insurance contracts. In addition, theu@
has implemented a business continuity plan tha set the principles, establishes the objectiva$ an
describes the procedures for managing all the cibveeactions for reducing losses resulting frorcidents

or disasters to an acceptable level.



B. Legal risks

The risks associated with the legal disputes inughthe Bank and Group companies are constantly
monitored. If a legal and accounting analysis satgy@n adverse outcome with a likely liability émmages,
the Group makes as reliable an estimate of danegyeessible and allocates a provision as a precauti
The following paragraphs describe the most comalekimportant legal disputes.

Disputes involving bond defaults

The insolvency of the Argentinean central and lgmalernments from 2001 to 2003, as well as of major
Italian companies such as Parmalat, Cirio and Giadlg triggered a series of disputes, includingale
action, brought by customers who purchased thetultiesd bonds. Banca di Cividale has always been
sensitive to criteria of fairness and economy, divg futile, wasteful litigation and taking into@mnt the
trends in legal interpretation that have emergeer evne. Within this context, the Bank has freqlent
engaged in settlement negotiations in respons&ims brought to its attention or in parallel wjtidicial
action. In some cases, given the special circurostanf the dispute, the Bank has decided to pufsue
matter in court. In all cases, however, based ol @niori analysis of the dispute and the type aficd
involved, the Bank makes the necessary provisions.

Disputes involving revocatory actions

The recent bankruptcy reform, later amended bgthealled “corrective degree,” certainly limite@tbcope

of the action performed by receivers pursuant tiickr 67 of the Bankruptcy Law. However, there stith

a number of revocatory actions governed by thergi@m law, as provided for under the transitional
regulations. In these cases, the Group uses catefididered negotiations founded upon a thoronglysis

of the actual assumptions on which the action s®bai.e. the satisfaction of both subjective aigaive
elements. Specifically, the Bank usually performevpntive accounting assessments to determine the
amount of risk and to make the necessary prudewrigions.

SECTION 5 - OTHER RISKS
In addition to the risks described above, the Bardkposed to the following other risks.

Excessive financial leverage risk

Excessive financial leverage risk is defined bydential regulations as “the risk that a particyl&igh level
of indebtedness with respect to equity may rengeBank vulnerable, requiring the adoption of octive
measures to its industrial plan, including the sélassets involving the recognition of losses tmatld also
entail impairment of the remaining assets.”

Excessive financial leverage risk affects the etyiof the financial statements, exposures reguftiom the
use of derivatives and off-balance sheet asset$saambumed in the conduct of core business.closely
correlated with planning and capital managemerwigct

Sovereign risk

Investment in Italian government securities, alnasbf which are classified to the AFS portfolantails
the exposure to the credit risk of the Italian R#ja, which, as for all other issuers, may manifestlf in
the form of decreased creditworthiness or, in ttieeene scenario, default. Exposure is regularly ibooed
and reported on to company bodies. The prospedévelopment of the sovereign risk exposure pridile
assessed by considering adverse scenarios of sdntansities, based in part on historical simalai as
well as the impact thereof on the value of thefpbatand regulatory capital. In the projected srecenarios,
regulatory capital would remain above the reguiatomimum, even in the absence of prudential flter

Strategic risk

Strategic risk is defined as the current or propecisk of a decrease in profits or capital aagsfrom
changes in the operating context or poor companigibas, the inadequate implementation of decisions
insufficient reaction to changes in the competiggenario. Exposure to strategic risk is not assediwith
specific operating activities, but rather the adeyu of the decisions made and the efficacy of
implementation. The risk is particularly associateith the phases of determining and implementing
company strategies represented by the formulatidheobusiness plan, commercial planning, budgeting
management control and monitoring of the marketsampetitive scenario, capital allocation and zdpi
management. —



Compliance risk

Compliance risk is defined as the risk of incurrlegal or administrative penalties, significantdircial
losses or damages to reputation due to breachesngiulsory provisions (of laws or regulations) elfs
imposed rules (e.g., bylaws, codes of conduct, maree codes). The Bank regards the adoption of the
highest standards of compliance with laws and edrs as a distinctive trait of its corporate iitgnan
expression of its corporate social responsibilitysafeguard aimed at maintaining its reputatiornr tvee

and an effective contribution to the process oating value. Compliance risk management is basdten
Compliance Model and Compliance Plan. The Compéavodel pursues the primary goal of setting up a
well-organised, organic system of organisationdl @antrol principles and procedures suited to prgmg,
managing or mitigating the risk of non-complianaéhwvexternal and internal rules.

Money-laundering risk
Money-laundering risk is the risk of suffering cegaences in legal and reputational terms as atresul
possible involvement in illegal transactions asatea with money-laundering or financing for tersami In
order to measure and assess that risk, the monagdang risks inherent in the Bank's operational
procedures pertaining to the following processe® teeen mapped:

- adequate customer verification;

- dealings in cash and bearer securities;

- records in the Consolidated Computer Archive; and

- the reporting of suspicious transactions.
Given the objective significance of money-laundgniisk and the increasing complexity of the ledista
framework of reference and resulting obligatiohg Bank has gradually enhanced its safeguardsrirste
of rules, organisational measures, proceduresicapphs and training.

Reputation risk

Reputation risk is the current or prospective a$lka decline in net income or capital should custesn
counterparties, shareholders, investors or supes/iake a negative view of the Bank. Employeesiesp

and the community are also considered when perf@ymompany analyses. By the same token, reputation
is an essential intangible resource, and it isrdEghby the Group as a distinctive component @fséirig
competitive advantage. Accordingly, the Board afDiors has set the management objective of mimmigis
exposure to reputation risk. Reputation risk prityjarelates to relations with stakeholders and the
community. It may also arise from factors outside scope of the company organisation and beyond the
Bank’'s control (for example, the dissemination phdcurate or baseless information or phenomena
concerning the system that affect individual ingittns without distinction). The first and most fiamental
safeguard against reputation risk is the share@sysf values, principles and rules of conduct dctv to
base behaviour common to all of the Bank’s stalddrsl That system is expressly illustrated in thdeCof
Conduct adopted since 2004 in the context of theeBmnce and Control Model pursuant to Legislative
Decree No. 231/2001, as subsequently updated.

Related—party risk

Related-party risk is the risk that the proximifycertain parties to the Bank’s decision-makingtoesimay
compromise the objectivity and impartiality of dgons relating to the granting of loans and other
transactions with such parties, with possible diitns of the resource-allocation process, expostithe
Bank to inadequately measured or managed riskpateatial damages for depositors and shareholders.
In order to safeguard objective, impartial decismaking and avoid distortions of the allocationgass, the
Bank has adopted rigorous procedures and striptés lthan legally mandated, which are subjecetyutar
monitoring. There were no breaches of authorisdtiits or alert levels during the year.

Property risk

Property risk is the current or prospective riskpotential losses due to fluctuations in the vadfiehe
Group’s proprietary real-estate portfolio, or te tieduction of the income generated by that paotfol

The Group does not assume property risk for investnpurposes. The Group’s proprietary real-estate
portfolio represents a residual component of todaisolidated assets and consists mostly of presarsed

in business operations. This risk is mitigated digto management and maintenance measures aimed at
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safeguarding the functionality and value of theetssand is partially transferred through insurgnulécies
covering owned properties.

Outsourcing risks

The use of outsourcing of company functions, preegsservices or activities entails a thoroughsassent

of the risks and the implementation of appropristdeguards and containment measures. The risks
potentially arising from outsourcing are generalperational, compliance, strategic and reputatisksr
They therefore have been attributed to the spegifies of risk identified and described above.



Chapter F — SHAREHOLDERS' EQUITY

Section 1 — Shareholders’ equity of the Parent Congmy
A. Qualitative disclosures

The capital policy adopted by Banca Popolare didaie S.c.p.A. is founded upon the following apoioes:
a) compliance with regulatory requirements (reguiaapproach);
b) appropriate monitoring of risks associated witinking operations (management approach); and
¢) support for company development projects (iatapproach).
These approaches correspond to appropriate defisitf capital, specific objectives and particelamporate
functions. From a regulatory point of view, theidigifon of capital is that set out in supervisoegulations
for banks. Ongoing compliance with minimum capitagjuirements, which are monitored on a regularsbasi
and considered a constraint during planning, isssential precondition for operations.
From the point of view of risk management — onéefkey functions in banking — capital is considette
main defence against possible unexpected lossesrajed by a variety of risks (credit, market and
operational risks) that the Bank faces. The amoticapital is optimal if it is sufficient to absoumexpected
losses estimated for a specific confidence inteth@reby guaranteeing the continuity of operatioves a

specified time period.

From the corporate perspective, capital is a gfi@factor of production that enables the Groupusue its
entrepreneurial vocation, while at the same tines@rving financial stability. As a cooperative bavikh
strong local roots, the Bank implements its cagtadicy primarily through the gradual expansiorited size

and geographical spread of its shareholders.

B. Quantitative disclosures
B.1 Shareholders’ equity: composition

31/12/2013  31/12/2012
Share capital 51.068 50.783
Share premium reserve 198.570 196.529
Reserves 92.630 38.049
- Retained earnings: 42.845 38.049
a) legal reserve 19.208 17.797
b) statutory reserve 29.142 21.840
c) treasury shares - -
d) other 1.435 (1.588)
- other - -
4. Equity instruments - -
5. (Treasury shares) (7) (9.740)
6. Valuation reserves: 8.552 19.978
- Financial assets available for sale 5.334 16.782
- Property and equipment - -
- Intangible assets -
- Hedges of foreign investments -
- Cash flow hedges -
- Foreign exchange differences -
- Non current assets held for sale - -
- Actuarial gains (losses) on defined benefit plans (47) (69)
- Share of valuation reserves connected w ith investments carried at equity - -
- Legally-required revaluations 3.265 3.265
7. Net income (loss) (33.850) 14.172
Total 267.178 309.771
B.2 Valuation reserves for financial assets avdédbr sale: composition
31/12/2013 31/12/2012
Positive Negative Positive Negative
reserve reserve reserve reserve
1. Debt securities 5.619 - 18.036 (950)
2. Equities - - - (304)
3. Quotas of UCI - (285) - -
4. Loans - - - -
Total 5.619 (285) 18.036 (1.254)

%
0,56%
1,04%
143,45%
12,61%
7,93%
33,43%
190,37%
99,93%
-57,19%
-68,22%

31,88%

0,00%

-338,85%

-13,75%



B.3 Valuation reserves for financial assets avdddbr sale: annual change

Debts securities  Equities QuoLtJaCsI el Loans

1. Opening balance 17.086 (304)
2. Positive fair value differences 19.994 3.154 1.045
2.1. Fair value increases 9.728 - 11
2.2 Reversalto the income statement of negative reserves

- impairment - 1.484 839

- disposal 1.758
2.3 Other changes 8.508 1.670 195
3. Negative fair value differences (31.461) (2.850) (1.330)
3.1 Fair value decreases (803) (299) (473)
3.2 Impairment losses - (1.670)
3.3 Reversal to the income statement of positive reserves: dispos (26.138) - (1)
3.4 Other changes (4.520) (1.180) (856)
4. Closing balance 5.619 - (285)

Section 2 — Regulatory capital and regulatory capél ratios

Scope of application of regulations

Pursuant to supervisory instructions for calcutatiegulatory capital, the overall amount and cortjuos
of regulatory capital differs from shareholdersuitg The following is a brief explanation of theain
differences:

= unlike shareholders’ equity, regulatory capital slaet include the share of profits to be distridute
as dividends;

= goodwill and intangible assets other than goodavil deducted from Tier 1 capital,

= Tier 2 capital includes subordinated loans, pradideat prudential requirements have been
observed;

= up to 50% of net gains on securities classifiedvaslable for sale and recognised under “Valuation
reserves” may be included in Tier 2 capital; and

= equity investments in banks and financial companre$0% or more of the investee’s capital are
deducted from the aggregate of Tier 1 and Tiergtah

There are no restrictions or impediments on trarigfipcomponents of shareholders’ equity betweesu@r
companies.

2.1. Regulatory capital

A. Qualitative disclosures

The regulatory capital of Banca Popolare di Civedadnsists largely of the elements of shareholdsysity
and subordinated liabilities. No innovative capitedtruments or hybrid capital instruments areudeld in
regulatory capital. No third-level subordinatedrsdTier 3 capital) eligible for market-risk hedgihave
been issued.

1. Tier 1 capital
Tier 1 capital, including the components describbdve, amounted to €238,937 thousand. Tier 1 ¢apita
does not include any innovative capital instruments

2. Tier 2 capital
After the application of prudential filters, gro$ger 2 capital stood at €64,857 thousand. Subotetha
liabilities are not included in Tier 2 capital.

3. Tier 3 capital
Banca Popolare di Cividale has not issued any @imhmstruments eligible for inclusion in Tier aptal.



B. Quantitative disclosures

31/12/2013 31/12/2012 %

A.Tier 1 capital before the application of prudent ial filters 238.937 281.304 -15,1%
B. Tier 1 capital prudential filters: - - -

- positive IAS/IFRS prudential filters (+) - - -

- negative IAS/IFRS prudential filters (-) - - -
C. Tier 1 capital after prudential filters (A+B) 238.937 281.304 -15,1%
D. Elements to deduct from Tier 1 capital (13.834) (16.244) -14,8%
E. Total Tier 1 capital (C-D) 225.103 265.060 -15,1%
F. Tier 2 capital before the application of prudent ial filters 64.857 3.281 1876,7%
G. Tier 2 capital prudential filters - - -

G.1 Positive IAS/IFRS prudential filters (+) - - -

G.2 Negative IAS/IFRS prudential filters (-) - - -
H. Tier 2 capital before deductions (G+F) 64.857 3.281 1876,7%
|. Elements to deduct from Tier 2 capital (13.834) (3.281) 321,6%
L. Total Tier 2 capital (H-1) 51.023 - -
M. Elements to deduct from Tier 1 and Tier 2 capital - - -
N. Regulatory capital (E+L-M) 276.126 265.060 4,2%
O. Tier 3 capital - - -
P. Regulatory capital included Tier 3 (N+O) 276.126 265.060 4,2%

2.2 Capital adequacy
A. Qualitative disclosures

Banca Popolare di Cividale S.c.p.A. has exceededegulatory capital adequacy requirements. As at
31.12.2013, the ratio of tier 1 capital to risk-gigied assets stood at 13.29%. The ratio of regylatpital

to risk-weighted assets amounted to 16.31%.

B. Quantitative disclosures

Unw eighted amounts Welghte.d amounts
/requirements
31/12/13 31/12/12 31/12/13  31/12/12
A. RISK ASSETS 6.766.060 4.210.333 2.118.931 596.528
A.1 CREDIT AND COUNTERPARTY RISK 6.766.060 4.210.333 2.188.931 596.528
1. Standard methodology 6.766.060 4.210.333 2.188.931 596.528
2. Methodology based on internal ratings
2.1 Base
2.2 Advanced - -

3. Securitisations - -

B. CAPITAL REQUIREMENTS 180.602 51.213
B.1 CREDIT AND COUNTERPARTY RISK X 169.514 47.722
B.2 MARKET RISK X 813 89

1. Standard methodology X 813 89

2. Internal models X - -

3. Concentration risk X - -
B.3 OPERATIONAL RISK X 10.275 3.402

1. Base methodology X 10.275 3.402

2. Standard methodology X - -

3. Advanced methodology X - -
B.4 Other capital requirements X - -
B.5 Reduction for banking groups X (45.151) (12.803)
B.6 Total capital requirements X 135.452 38.410
C. RISK-WEIGHTED ASSETS AND CAPITAL RATIOS X - -
C.1 Risk-w eighted assets X 1.693.145 480.131
C.2 Tier 1 capital / Risk-w eighted assets (Tier 1 capital ratio) X 13,29%  55,21%
C.3 Total capital / Risk w eighted assets (Total capital ratio) X 16,31%  55,21%
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Chapter G — BUSINESS COMBINATIONS

SECTION 1 — TRANSACTIONS CONDUCTED DURING THE YEAR

1.1 Business combinations

During the year, as already described in othesprthis document, the merger of Banca di CividajeA.
and Nordest Banca S.p.A. into Banca Popolare dd€lie S.c.p.A. was executed within the frameworla of
broader plan to simplify the corporate structuréhef Banca Popolare di Cividale Group approved andi
2013.

The transaction, authorised by the Bank of Italy\8@rOctober 2013 and approved by extraordinaryi@ess
of the shareholders’ meetings of the companiedwedoon 5 December 2013 (Banca di Cividale S.pr4l. a
NordestBanca S.p.A.) and 8 December 2013 (Bancal&epdi Cividale), was finalised on 28 December
2013 through the execution of the merger agreemséitft effect for legal purposes from 30 Decembet20

It was elected to backdate the effects of the nidrgasactions for accounting and tax purposes.mdrged
companies’ costs and revenues were consolidatedhetfinancial statements of Banca Popolare do@le
effective 1 January 2013. At the effective dat¢heftransactions, Banca Popolare di Cividale hdl@G26
interest in Banca di Banca di Cividale S.p.A. aBB3% of Nordest Banca S.p.A.

The transactions in question qualify as businesebamations between entities under common control,
planned and executed in accordance with a reom@joms project prepared by the Parent Company.
Accordingly, they are beyond the scope of applicatf IFRS 3Business Combinations

IAS 8 requires that in the absence of specific jgions of IASs/IFRSs entities use their judgmerapplying

an accounting standard that provides relevangbigiand prudent information and reflects the envoo
substance of the transactions, regardless of tbgal form. In accordance with those provisiong th
accounting criteria for the business combinationdeutaken in the context of the Group’s reorgaitsat
project, given that they do not have a signifigafitence on the merged companies’ cash flows,goves!
the continuity of values of the acquiree in thewad's financial statements. In particular, théues of the
assets acquired and liabilities assumed have Emgmised on the basis of the values presentelein t
consolidated financial statements of the commongto which the combining entities belong.

Merger of Nordest Banca S.p.A. into Banca Popotar@ividale S.c.p.A.

The merger of Nordest Banca S.p.A. into Banca Ropalli Cividale S.c.p.A. entered into effect on 30
December 2013. In accordance with the resolutidhegxtraordinary session of the Shareholders'tivige

of 8 December 2013, Banca Popolare di CividalepSAc.increased its share capital from €50,783,289 t
€51,067,947 through the issue of 94,866 ordinagyeshof Banca Popolare di Cividale S.c.p.A. witaa
value of €3.00 each, assigned to the shareholdekommlest Banca S.p.A. at the exchange ratio of one
ordinary Banca Popolare di Cividale S.c.p.A. sigeeach 2.98 Nordest Banca S.p.A. shares. A d¢btal
786,826 treasury shares held by Banca Popolareiitiglz were also used in the exchange process.
Accordingly, the merger of Nordest Banca was fgedi in part through the exchange of shares andrin p
through the cancellation of interests. The “excladgficit” of €997,727 and the cancellation defiait
€9,300,136 were recognised, with a negative sigiong “Reserves” under line 160 of the liabilitiédesof

the balance sheet.

The NordEst Banca shareholders who did not vofaviaur of the merger resolution were granted tphtri

to withdraw, pursuant to Art. 2437 of the ltaliarviCCode, as a consequence of the change of coynpan
form and modifications of voting rights. The rigbtwithdraw was exercised by three shareholdera fotal

of 7,050 ordinary shares of NordEst Banca S.p.@coanting for 0.12% of the company’s share capitaé
shares in question were exchanged on 30 Decem8rf@02,364 shares of Banca Popolare di Cividale,

a total liquidation value of €34,514.40, assigneflll to the former NordEst Banca S.p.A. sharebmddvho
exercised their option and pre-emption rights.

Merger of Banca di Cividale S.p.A. into Banca Papeldi Cividale S.c.p.A.

The merger of Banca di Cividale S.p.A. into thedPpdiCompany, Banca Popolare di Cividale S.c.p.As w
executed concurrently.

The transaction was undertaken in simplified fourspant to Art. 2505 of the Italian Civil Code, givthat

it involved the merger of a company whose capitas$ iully owned by Banca Popolare di Cividale at the

time of the merger. The merger transaction restuitteal “merger deficit” of €6,233,414 for the survig
| I



company, calculated by subtracting the carryingarhof the equity investment (€223,119,354) from th
merged company’s equity on the date on which thegereentered into effect for accounting purposes

(€229,352,768).

The deficit was recognised amongst “Reserves” uiteler 160 of the liabilities side of the balanceeth

The mergers entered into effect on 30 December,Z018wing the registration of the merger agreetmen
with the competent offices of the Companies Registe
The following table sets out the balance sheeasins used in the transactions described above.

Assets

Cash and cash equivalents

Financial assets held for trading

Financial assets available for sale

Due from banks

Loans to customers

Property, plant and equipment and intangible asset s
Other assets

Total assets

LIABILITIES

Due to banks

Direct funding from customers
Financial liabilities held for trading
Hedging derivatives

Other liabilities

Specific provisions
Shareholders' equity

Total liabilities

Carrying amount of BDC in BPC (100%)
Carrying amount of NEB in BPC (55,316%)

Share used in the exchange process

SECTION 2 — TRANSACTIONS AFTER THE BALANCE-SHEET DA TE

BDC SPA
Values at
01/01/2013

24.973
9.713
55.251
508.076
2.140.197
53.962
55.440
2.847.614

Values at
01/01/2013

455.789
2.068.461
2.072

85.977
5.962
229.353
2.847.614

NEB SPA
Values at
01/01/2013

527

BDC SPA
Adjustment
from merger

830
42.445
263.413
152
9.159
316.526

Values at
01/01/2013

Adjustment
from merger

62.912
222.298

3.372
415

27.529
316.526

223.119

881.692

NEB SPA
Adjustment
from merger

1.898

1.898

Adjustment
from merger

610

1.288
1.898

17.514

BDC SPA NEB SPA
Merger Merger
difference difference
Merger Merger
difference
6.233 (998)
6.233 (998)

This section is not applicable to the financiatestaents of Banca Popolare di Cividale.

NEB SPA

exchange
differences

exchange

difference differences

(9.300)
(9.300)



Chapter H— TRANSACTIONS WITH RELATED PARTIES

1. Information on the compensation of directors amhagement
The following table reports the compensation of tieectors, executives and other key management
personnel of the Parent Company and other Grouppanias. The compensation paid to directors and
statutory auditors is set by specific resolutiohthe shareholders' meeting.

Monetary remuneration Non-monetary benefits Bonu ses and other Other Share-based
incentives remuneration payments
Directors 744 - -
Senior management 1.355 83 - 72
Management 552 27 - 30
Total 2.651 110 102

During the year, remuneration totalling €233 thowsaccrued to members of the Board of Statutory
Auditors.

2. Information on transactions with related parties
In accordance with IAS 24, as applied to the org@tional and governance structures of the Bancal&ep
di Cividale S.c.p.A. Group, the following naturadrpons and legal entities are considered to béetela
parties:
» subsidiaries: companies over which Banca Popolar€ividale S.c.p.A. directly or indirectly
exercises control, as defined in I1AS 27;
» associated companies: companies over which Banpaldte di Cividale S.c.p.A directly or
indirectly exercises a significant influence, afirde in IAS 28;
* joint ventures: companies over which Banca Popattr€ividale S.c.p.A. directly or indirectly
exercises joint control, as defined in 1AS 31;
* managers with strategic responsibilities and corodlies, i.e., the Directors, Statutory Auditors,
General Manager and Assistant General Manageramé@aPopolare di Cividale S.c.p.A.;
» other related parties, including:
- immediate family members (cohabitants, childrematitants’ children, dependents of the
person concerned or cohabitant) of Directors, 8iattAuditors or the General Manager of
Banca Popolare di Cividale S.c.p.A.; and
- subsidiaries, joint ventures and companies suljesignificant influence by the Directors,
Statutory Auditors, General Managers and Assisgmrieral Managers of Banca Popolare
di Cividale S.c.p.A., in addition to their immedidamily members, as defined above.
The effects of transactions with related partieslefined above on the balance sheet are presantbeé i

following summary tables.
SUBSIDIARIES AND ASSOCIATED EXECUTIVES AND OTHER RELATED
COM PANIES UNDER COMPANIES CONTROL BODIES PARTIES
COMMON CONTROL
Assets
Loans to banks

Loans to customers 294.512 14.655 210 11.664
Liabilities - - - -
Due to banks - - - -
Due to customers 538 2.587 1.952 2.679
Income statement - - - -
Net interest income 4.028 263 - 13 450
Net commission income 3 76 5 131

Other revenues

Administrative expenses - - 977
Guarantees and commitments 13.344 - - 535
Indirect funding - - 3.531 8.078

Dealings and transactions between Banca Popola@wvitiale Group companies take place within an
organisational model in which the Parent Compamgsponsible for strategic management and coordimat
of Group companies. Among other things, this inekidroviding these companies with key servicesetie
achieving significant economies of scale and engbdiubsidiaries to focus their resources on thetie c
businesses.

Dealings between Group companies mainly involveptioeision of services, deposits and financingaxs p
of ordinary interbank operations, as well as otb@ntractual arrangements for assistance and agvisgr
services and the provisions of specialist seniicassipport of banking and financial operations.



Interbank transactions are settled at arm’s-lengtiditions. Other dealings are settled accordirgpexific
contractual agreements that — without prejudi¢beagoal of optimising synergies and generatingnenoes
of scale and scope at the Group level — are founged ongoing, objective parameters designed torens
transparency and substantive fairness. Pricegfeices rendered are calculated and formalised)ysioven
parameters that take account of actual use by @aunpany.

Transactions with related parties other than congsahat are part of the Banca Popolare di CiviGabep.A.
Group are treated as normal banking operationsaamdrdinarily settled at arm's-length conditioos f
operations or offered on any more favourable tdons/hich employees are eligible.

Banking transactions with groups controlled by directors of the Company or other Banca Popolare di
Cividale S.c.p.A. Group companies are approveddordance with Article 136 of the Consolidated Bagk
Act and settled at arm’s-length conditions for strelmsactions.

It should be noted that no transactions with relgiarties considered major transactions pursuattieo
Procedures for Related-Party Transactiatited above were undertaken during the reportargpg.

Except as disclosed above with regard to the basioembination, in 2013 there were no additiongdiaal
and/or unusual transactions to be disclosed pursa&onsob bulletin no. DEM/6064293 of 28 July 00
The following table shows the effects of transawtiandertaken with Group companies on the baldmaet s
and income statement.

of which: of which:
transaction transaction
Balance sheet - Assets 31/12/2013 w ith w ith
Civileasing Tabogan Srl
srl
10 Cash and cash equivalents 20.020
20 Financial assets held for trading 3.512
30 Financial assets measured at fair value -
40 Financial assets available for sale 1.472.115
50 Invetments held to maturity 105.413
60 Due from banks 162.912 - -
70 Loans to customers 3.082.164 281.609 11.458
80 Hedging derivatives - - -
Change in fair value of assets in macro fair value hedge
90 portfolios -
100 Investments in associates and companies subject to joint 36.718
120 Property and equipment 72.612
130 Intangible assets 19.136
of w hich:
- goodw ill 19.136
140 Tax assets 68.429
a) current 16.599
b) deferred 51.830 -
160 Other assets 30.527 19 -
Total assets 5.073.557 281.628 11.458
of which: of which:
transaction transaction
Balance sheet - Liabilities and shareholders'equit 31/12/2013 w ith w ith
Civileasing Tabogan Srl
srl
10 Due to banks 997.922 -
20 Due to customers 2.958.519 618
30 Debt securities issued 730.284 -
40 Financial liabilities held for trading 965
50 Financial liabilities measured at fair value -
60 Hedging derivatives
Changhe in fair value of assets in macro fair value hedge
70 portfolios -
80 Tax liabilities 26.113
a) current 18.992
b) deferred 7.121
90 Liabilities associated w ith discontinued operations - -
100 Other liabilities 83.636 3
110 Employee termination benefits 5.645
120 Provisions for risk and charges: 3.296
a) post-employment and similar obligations -
b) other provisions 3.296
130 Technicalreserves 8.552
140 Valuation reserves -
150 Equity instruments -
160 Reserves 42.845
170 Share premiums 198.570
180 Share capital 51.068
190 Treasury shares (-) (7)
200 Netincome (loss) for the period (+/-) (33.850) -
Total liabilities and shareholders' equity 5.073.557 621




of which: of which:
transaction transaction
Income statement 31/12/2010 with with
Civileasing Tabogan Srl
srl

10 Interestincome and similar revenues 135.261 2.881 1.161

20 Interest expense and similar charges (57.496) (20) -

30 Netinterestincome 77.765 2.861 1.161

40 Commission income 28.976 2 -

50 Commission expense (7.021) - -

60 Netcommission income 21.956 2 -

70 Dividends and similar income 1.333 - -

80 Net trading income 423 - -

90 Net fair value changes in hedge relationships (54) - -

100 Profit (loss) on disposal or repurchase of: 50.861 - -

a) loans 1.081 - -

b) financial assets available for sale 51.586 - -

c) financial assets held to maturity - - -

d) financial liabilities 45 - -

Profit (loss) on financial assets and liabilities measured at

110 fair value - - -

120 Totalincome 152.284 2.863 1.161

130 Charges/w rite-backs on impairment of: (120.210) - -

a) loans (110.971) - -

b) financial assets available for sale (9.281) - -

c) financial assets held to maturity - - -

d) other financial transactions 42 - -

140 Net Financial income 32.074 2.863 1.161

150 G&A expenses: (71.865) 10 -

a) personnel expenses (40.189) 28 -

b) other administrative expenses (31.676) (18) -

160 Net provisions for risks and charges (4.088) - -

170 Netimpairment/w rite-backs on property, plant and equipment (1.222) - -

180 Net impairment/w rite-backs on intangible assets (67) - -

190 Other operating income (expenses) 6.863 188 -

200 Operating cost (68.671) 208 -

210 Profit (loss) on equity investments (4.088) - -
220 Net adjustment to fair value of property, plant and equipment

and intangible assets - - -

230 Goodw illimpairment - - -

240 Profit (loss) on disposal of investments - - -

250 Income (loss) before tax from continuing operat ions (40.685) 3.071 1.161

260 Tax onincome from continuing operations 6.835 - -

270 Income (loss) after tax from continuing operati ons (33.850) 3.071 1.161

280 Income (loss) after tax from discontinued operations - - -

290 Netincome for the period (33.850) 3.061 1.161

Chapter | - SHARE-BASED PAYMENTS
This item is not applicable to the financial statents of Banca Popolare di Cividale S.c.p.A.

Chapter L — SEGMENT REPORTING
Segment reporting is provided in the notes to thresalidated financial statements.

Cividale del Friuli, 18 March 2014
Banca Popolare di Cividale S.c.p.A.

The Board of Directors
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Board of Statutory Auditors’ Report on the separatefinancial statements of Banca Popolare
di Cividale S.c.p.A. for the year ended 31 Decemb&013

Shareholders,

In fulfilment of its duties pursuant to Art. 2408chArt. 2429 of the Italian Civil Code, the BoarfdStatutory
Auditors hereby presents you with the followingagn its activity in 2013 and submits for youpapval
the separate and consolidated financial statenemtise year ended 31 December 2013, includingnthes,
financial statement schedules and the directopgnte on operations of the Bank and Group. Thertapo
operations has been drafted in accordance with3Agaragraph 8is, of Legislative Decree No. 87/1992,
introduced by Legislative Decree No. 32/2007.

It is undeniable that the persistence of the seseomomic crisis of exceptional scope already dised in
our report from the previous year intensified ftgact on Italy’s entire socio-economic fabric, auoal area
in particular, in 2013.

The consequences for the Bank’s operational managemvolved the non-performing and bad debt
positions area, requiring considerable provisitims,amounts and impact of which on operating resark
illustrated in the financial statement schedules.

The country’s entire industrial and commercial eoog and job market have been affected, and it does
seem that any concrete signs of improvement hase deen in this initial part of the year.

In this situation, which has affected the entiadidin banking sector, the Board of Statutory Auditon
accordance with the clear indications from the Bahkaly, devoted especial attention, in concethwhe
responsible functions, to enhancing the internaltrob system and monitoring credit and operatirs(gj
with particular emphasis on the need for preventishich may be achieved through prudent, sound
operations.

In this regard, the continuing training of persdrenad further revision of the rules and proceddogshe
Auditing, Risk Management, Compliance and Anti-Mgpneaundering functions launched in 2011 in
accordance with the guidelines imparted by the Bdritaly appear a decisive, valuable measure.

In application of these guidelines, supervisory aodtrol activity was performed with particular ear

dedicated to:

* the adequacy of the organisational structure of Rlaeent Company and its subsidiaries through
information gathered from the Directors, generahaggement and heads of individual functions through
interviews and the review of documents and perigdimrmational reports;

» the adequacy of the administrative and accountiugtsire adopted by the companies through intersiew
of the heads of the various functions and a perioglriew of company documents;

* the monitoring of the efficacy of internal contsylstems through joint meetings held every four ingnt
with the boards of statutory auditors and boardsiretctors of all Group companies, independenttatsi
Supervisory Board pursuant to Legislative Decree 281/2001 and general management indicated in
the minutes for such meetings.

In this regard, it was suggested that each Grouppaoy become more pro-active both in dialogue with
management bodies and control bodies and in thetiadicof timely measures aimed at preventing thlkesri
concerned.

Relations with the independent auditors and the&kBadministrative services were fruitful and cauostive.

The Board of Statutory Auditors participated inrattetings of the Board of Directors, obtaining mfiation
concerning management activity and the transactigtihsthe greatest impact on financial performafmom

the Chairman and Directors. Particular attentios wavoted to recent provisions governing relatatipa
transactions and the important role of independieictors, who with their independence of judgement
contribute to adequate support of the analysesesuadutions of the Board of Directors.

During the year, the Board of Statutory Auditorgularly conducted periodic audits, drafting minutéghe
activity performed for each meeting.

It also acted by expressing opinions and recomntemdaduring the meetings of the Bank’s Board of
Directors and the critical situations brought tghti during the previous year.

—— ]



In order to monitor the adequacy and operatingiefficy of the various functions, we deemed it usefu

according to a practice established several yegos @ meet with the heads of the Auditing, Risk
Management, Compliance and Legal functions, wheigeal us with adequate information concerning their
organisations, the implementation of control prared and their operational conditions, renderecdreie

by the specific written regulations adopted by eactttion and documented in written records.

We observed that the communication and integrdt@étween the various offices appears adequate ahd th
the activity performed by the individual functioms being reinforced, as also shown by the periodic
informational reports that each function submitshi® Board of Directors and Board of Statutory Aoid
and that this Board of Statutory Auditors has deditb forward directly to the Supervisory Divisiohthe
Bank of Italy in the interest of proper, timely égnfnation concerning the concrete implementatiothef
ongoing revamping process.

The Board of Statutory Auditors believes that thternal control system and organisational, adnatise
and accounting structures are being adapted todivescope of operations of the Bank and Groupjtalbe
with the need for constant, prudent monitoring gitlee complexity of the aspects of the current entn
scenario and the issues of jobs and growth.

The Board of Statutory Auditors renews its recomdagion that considerable commitment continue to be
made to the ongoing training of personnel, in a meanconsistent with the principles of social and
professional ethics, in order to translate theiappbn of technical and formal rules into a busseulture.

This business culture cannot be considered intisalérom the profound changes being experiencethby
socio-economic system and that has certainly iadpthe profound restructuring that the Group has
undertaken during the year and will continue inftren of the planned revamping of its governance.

In this regard, the Board of Statutory Auditors kapressly, repeatedly recommended that candidates
the re-election of company bodies be nominateduih dccordance with the provisions of laws and
regulations.

As previously reported, the merger of Banca di dale S.p.A. and NordEst Banca S.p.A. into Banca
Popolare di Cividale S.c.p.A. was completed on 8ddaber 2013. Assistance for this transaction, wivas
duly authorised by the Bank of Italy, was providgdk.P.M.G. Advisory S.p.A.

The extraordinary session of the Shareholders’ Mgeaif 8 December 2013 dealt with the justification
resulting amendments to the Articles of Associgticenewal of the Board of Directors and further
informational details.

During 2013, the Bank was subject to an ordinaspéttion by the Bank of Italy, which began on 26d1a
2013 and concluded on 7 August 2013. While taking dccount of the indications provided by the
Inspection Service, the Board of Directors and BadrStatutory Auditors decided to submit their egks,
each in a separate document, which are pendingwdw the competent offices.

The Board of Statutory Auditors received a comglpursuant to Art. 2408 of the Italian Civil Codated
14.06.2013 from the Chairman of the Banca Popothr€ividale Shareholders Association, Pierluigi
Comelli, concerning the disbursement to ChairmaBarica di Cividale S.p.A. Lorenzo Pelizzo upon the
end of his term of service, authorised by the BadiDirectors of Banca di Cividale S.p.A. in Mar2@12.

In particular, the complainant claims that thisodisement is objectionable due to both the lossBhaca

di Cividale S.p.A. reported at the end of 2012 &mdhe fact that the Bank of Italy’s recommendation
concerning compensation policies for directorsassin early 2013 were allegedly disregarded.

The Board of Statutory Auditors has thoroughly exeed the justification for and conditions of theoab
disbursement and determined that:

« the disbursement was unanimously approved by tlzedBof Directors of Banca di Cividale S.p.A. in
March 2012;

« the disbursement is exceptional in nature, justibig the end of a term of service of many yearsciwh
Lorenzo Pelizzo completed with public notorietyreasonable justification for considering it beyond
the scope of the Group’s general compensationypalies;

« the disbursement was approved in March 2012, vedtire the occurrence of the losses reported at the
end of 2012, to which the complainant refers;



* this exceptional compensation was included in te®anting figures for the 2012 financial statements
and was subject to express disclosure to the Stldexls’ Meeting of the Parent Company, Banca
Popolare di Cividale S.c.p.A., on 25 April 2013,tlve context of the illustration of the variouselin
items;

* the Shareholders’ Meeting — the sovereign bodigeatipex of all joint-stock companies — approved the
financial statements “with shareholder Emanuele ddagbstaining.” The above was disclosed to the
Bank of Italy.

We will now proceed with an examination of somengigant events that characterised the reportiray.ye

Matters of criminal relevance

During the two extraordinary sessions of the Baafr@irectors held on 11 April and 16 April 2013eth
Board of Statutory Auditors was informed that théblz Prosecutor’'s Office of the Court of Udine had
launched investigations targeting certain seniarcatives of Banca di Cividale S.p.A. and the Parent
Company, Banca Popolare di Cividale S.c.p.A., aé ageof the financial institutions themselves st

to Legislative Decree No. 231/01.

The meetings of the Board of Directors were preddzjea search warrant served on 9 April authorisineg
obtainment of documents. From the indictment, it Wearned that the circumstances cited by the @ubli
Prosecutor’s Office dated back to a period prid2@67.

Pending the obtainment of a detailed historical @émclimentary record of the circumstances underltfing
allegations, which was requested from the Audifegvice, the Board of Statutory Auditors immediatel
and formally recommended that the Board of Directkgep the positions of the individuals concerned
separate and distinct from those of the banks akeldction to protect the Bank at a legal leveldigining
qualified, specialised legal counsel. The BoardDafectors acted promptly on this recommendation,
retaining the counsel of an attorney and univetsitjurer based in Rome.

In the interim, the Board of Statutory Auditors yided thorough disclosure, pursuant to Art. 52 haf t
Consolidated Banking Act, to the competent Superyi®ivision of the Bank of Italy.

Considering that these events took place concuyreiith the inspection ordered by the Bank of Italye
Board of Statutory Auditors, by agreement with lfgpection Service, sent the Supervisory Divisibbofa
the documents relating to the subsequent develajsnoéthe proceedings, accompanied by the infogmati
provided by the Auditing Service.

As is common knowledge, the proceedings were sulie@xtensive dissemination in the media and
concluded with formal notice of completion of intigation served on 13 December 2013.

The proceedings were reviewed by the Board of &mtuAuditors on 16.1, 23.1, and 4.2.2014, and the
minutes of these reviews have been submitted t&dpervisory Division of the Bank of Italy.

The legal process continues and all that remainsisi®o await its completion.

In conclusion, the Board of Statutory Auditors,the extent of its competence, expresses a favaurabl
opinion of the approval of the separate and codatid financial statements for the year ended EmDber
2013.

Finally, the Board of Statutory Auditors expresgsssincere gratitude to the Bank’s general managgm
and the employees for their courteous, efficieatstance during the year.

Cividale del Friuli, 8 April 2014
The Statutory Auditors

Giancarlo Del Zotto
Mauro De Marco
Carlo del Torre



Certification of the separate financial statementspursuant to Article 81-ter of Consob
Regulation No. 11971 of 14 May 1999, as amended

1. We, the undersigned, Lorenzo Pelizzo, in the caépaufi Chairman of the Board of Directors, and
Gabriele Rosin, in the capacity of manager resbmgor the preparation of financial reports, ofnBa
Popolare di Cividale S.c.p.A., do hereby certifyrquant to Article 15&is, paragraphs 3 and 4, of
Legislative Decree No. 58 of 24 February 1998, thatadministrative and accounting procedures tsed
prepare the separate financial statements dursngehiod 1 January — 31 December 2013:

* were adequate with respect to the characteristitteecenterprise; and
» were effectively applied.

2. Our review of the adequacy and effective applicatbthe administrative and accounting procedures
used to prepare the separate financial statemeatsldor the year ended 31 December 2013 was lmsed
a model established by Banca Popolare di Cividatep®\. in accordance with thaternal Control —
Integrated Framework (CoSCgnd theControl Objectives for Information and Related Tealogies
(COBIT), which represent generally accepted internatigteatdards of reference for the internal control
system and financial reporting in particular.

3. Furthermore, we do hereby certify that:

3.1. the separate financial statements
d) have been prepared in accordance with the appdidgatgirnational accounting principles endorsed
by the European Community pursuant to Regulatiof)(Ro 1606/2002 of the European
Parliament and the Council of 19 July 2002;
e) correspond to the results of accounting books aodrds; and
f) are suited to furnishing a true and fair repreg@ntaof the financial performance and financial
position of the issuer.

3.2.The report on operations includes a reliable amabfsoperating performance and results, as wehas
situation of the issuer, in addition to a descoptdf the main risks and uncertainties to whicks it
exposed.

Cividale del Friuli, 18 March 2014

The Chairman of the Board of Directors Managsponsible for financial reports
Lorenze Pelizzo Gabriele Rosin
[signed] [signed]
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Independent Auditors’ report on the separate finan@l statements of Banca Popolare di
Cividale S.c.p.A. at and for the year ended 31 Degwer 2013

Reconta Emst & Young SpA  Tet +39 045 8312511
Via isorzo, 11 Fax +39 045 8312550
37126 verona ey.com
Bullding a better
working world

Independent auditors' report
pursuant to art. 14 and 16 of Legislative Decree n. 39 dated 27 January 2010
(Translation from the original Italian text)

To the Shareholders of Banca Popolare di Cividale S.c.p.A.

1. We have audited the financial statements of Banca Popolare di Cividale S.c.p.A. as of and
for the year ended December 31, 2013, comprising the balance sheet, the income
statement, the statement of comprehensive income, the statement of changes in
shareholders' equity, the statement of cash flows and the related explanatory notes. The
preparation of these financial statements in compliance with International Financial
Reporting Standards as adopted by the European Union and with art. 9 of Legislative
Decree n. 38/2005 is the responsibility of Banca Popolare di Cividale S.c.p.A.'s
management. Our responsibility is to express an opinion on these financial statements
based on our audit.

2. Our audit was performed in accordance with auditing standards recommended by CONSOB
(the Italian Stock Exchange Regulatory Agency). In accordance with such standards, we
planned and performed our audit to obtain the information necessary to determine
whether the financial statements are materially misstated and if such financial statements,
taken as a whole, may be relied upon. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, as well as
assessing the appropriateness and correct application of the accounting principles and the
reasonableness of the estimates made by management. We believe that our audit provides
a reasonable basis for our opinion.

For the opinion on the financial statements of the prior year, which are presented for
comparative purposes, reference should be made to our report dated April 9, 2013.

3. Inour opinion, the financial statements of Banca Popolare di Cividale S.c.p.A. at December
31, 2013 have been prepared in accordance with International Financial Reporting
Standards as adopted by the European Union and with art. 9 of Legislative Decree n.
38/2005; accordingly, they present clearly and give a true and fair view of the financial
position, the results of operations and the cash flows of Banca Popolare di Cividale S.c.p.A.
for the year then ended.

cwbe ITgrwee rean . AA. & Norme
# meririone 004 34000584
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Banca Popolare di Cividale Banking Group

4. The management of Banca Popolare di Cividale S.c.p.A. is responsible for the preparation
of the Directors’ Report on operations in accordance with the applicable laws and
regulations. Our responsibility is to express an opinion on the consistency with the financial
statements of the Directors’ Report on operations and the specific section on Corporate
Governance, regarding the information included therein in compliance with art. 123-bis
paragraph 2, letter b) of Legislative Decree n. 58/1998, as required by the law. For this
purpose, we have performed the procedures required under Auditing Standard 001 issued
by the Italian Accounting Profession (CNDCEC) and recommended by CONSOB (the Italian
Stock Exchange Regulatory Agency). In our opinion the Directors’ Report on operations
and the information reported therein in compliance with article 123-bis paragraph 2, letter
b) of the Legislative Decree n. 58/1998 in the specific section of the report are consistent
with the financial statements of Banca Popolare di Cividale S.c.p.A. as of December 31,
2013.

Milan, April 9, 2014

Reconta Ernst & Young S.p.A.
signed by: Marco Bozzola, Partner
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Appendices

Shareholders and share performance: historical infomation

L 25¢

il
E BALANCE AT END OF YEAR INCOME SHARES
g YEAR SHAREHOL SHARE CAPITAL AND RESERVES ALLOCT/:II—EED T NOM INAL
: SHARES NET INCOME DIVIDENDS PRICE
= DERS SHARE SHAREHOL DERS VALUE
>
A CAPITAL RESERVES TOTAL
1 1887 216 1.357 33.925 110 34.035 1.276 - 25
5 1891 468 1.607 40.175 2.451 42.626 4.734 2.410 1,50 25
10 1896 798 1.936 48.400 19.456 67.856 6.131 2.904 1,50 25
15 1901 767 1.995 49.875 36.631 86.506 11.717 3.990 2,00 25
20 1906 649 5.347 (1) 133.675 16.209 149.884 14.330 6.683 1,25 25
25 1911 623 5.434 135.850 69.771 205.621 29.391 10.868 2,00 25
30 1916 606 5.458 136.450 96.491 232.941 20.669 9.551 1,75 25
35 1921 116 6.440 161.000 197.162 358.162 166.236 19.320 3,00 25
40 1926 190 6.753 (2)  337.650 267.251 604.901 82.155 20.259 3,00 50
45 1931 1095 6.755 337.750 1.500.472 1.838.472 85.117 47.285 7,00 50
50 1936 1.022 6.755 337.750 1.310.436 1.648.186 60.626 33.775 5,00 50
51 1937 1.004 6.755 337.750 1.316.473 1.654.223 59.963 33.775 5,00 50
52 1938 994 6.755 337.750 1.321.161 1.658.911 64.716 40.530 6,00 50
53 1939 987 6.755 337.750 1.325.007 1.662.757 71.259 40.530 6,00 50
54 1940 982 6.755 337.750 1.328.891 1.666.641 73.638 35.463 5,25 50
55 1941 985 6.755 337.750 1.332.931 1.670.681 75.230 35.463 5,25 50
56 1942 986 6.755 337.750 1.336.810 1.674.560 75.230 35.463 5,25 50
57 1943 986 6.755 337.750 1.625.605 1.963.355 79.684 31.748 4,70 50
58 1944 994 6.755 337.750 1.651.210 1.988.960 88.103 31.748 4,70 50
59 1945 1.004 6.755 337.750 1.666.568 2.004.318 78.105 31.748 4,70 50
60 1946 1.008 6.755 337.750 1.711.204 2.048.954 76.164 40.530 6,00 50
61 1947 1.006 6.755 337.750 1.670.447 2.008.197 86.192 47.285 7,00 50
62 1948 1.002 6.755 337.750 1.678.400 2.016.150 112.468 47.285 7,00 50
63 1949 502 (3) 2.675 1.337.500 4.085.967 5.423.467 305.359 200.625 75 500 150
64 1950 518 2.890 1.445.000 4.331.502 5.776.502 388.939 260.100 90,00 500 1.500
65 1951 564 4.084 2.042.000 5.564.395 7.606.395 562.026 408.400 100,00 500 1.500
66 1952 603 4.777 2.388.500 6.343.517 8.732.017 723.370 525.470 110,00 500 1.500
67 1953 632 12.386 6.193.000 17.444.844 23.637.844 1.950.438 1.486.320 120,00 500 2.000
68 1954 674 17.668 8.834.000 25.690.506 34.524.506 3.150.246 2.120.160 120,00 500 2.000
69 1955 698 17.862 8.931.000 26.326.200 35.257.200 3.685.346 2.143.440 120,00 500 2.000
70 1956 685 17.991 8.995.500 27.481.784 36.477.284 4.179.478 2.518.740 140,00 500 2.000
71 1957 710 18.604 9.302.000 29.910.721 39.212.721 4.330.825 2.604.560 140,00 500 2.000
72 1958 717 22.161 11.080.500 36.038.073 47.118.573 4.399.344 3.102.540 140,00 500 2.500
73 1959 729 23.141 11.570.500 38.556.682 50.127.362 4.667.216 3.471.150 150,00 500 2.500
74 1960 753 25.249 12.624.500 43.428.462 56.052.362 4.996.161 3.787.350 150,00 500 2.500
75 1961 766 28.862 14.313.000 50.948.418 65.261.418 6.162.724 4.580.160 160,00 500 2.500
76 1962 815 38.404 19.202.000 72.117.113 91.319.113 7.715.255 6.144.640 160,00 500 2.500
7 1963 806 43.757 21.878.500 84.206.128 106.084.628 8.840.789 7.001.120 160,00 500 3.000
78 1964 821 45.500 22.750.000 89.671.806 112.421.806 9.119.804 7.280.000 160,00 500 3.000
79 1965 761 46.367 23.183.500 93.012.146 116.195.646 10.188.113 7.418.720 160,00 500 3.000
80 1966 811 52.210 26.105.000 109.282.367 135.387.367 11.034.445 8.353.600 160,00 500 3.000
81 1967 829 57.570 28.785.000 124.157.332 152.942.332 12.607.249 9.211.200 160,00 500 3.000
82 1968 900 65.794 32.897.000 146.713.621 179.610.621 13.668.150 10.527.040 160,00 500 3.000
83 1969 932 81.805 40.902.500 188.581.596 229.484.096 19.077.305 14.724.900 180,00 500 3.000
84 1970 1.018 107.782 23.891.000 256.110.456 310.001.456 25.335.679 19.400.760 180,00 500 3.000
85 1971 1.099 191.737 95.869.500 471.327.686 567.196.186 45.537.000 34.512.660 180,00 500 3.500
86 1972 1.141 26.875 108.437.500 552.843.506 661.281.006 53.674.995 40.831.000 190,00 500 3.500
87 1973 1.349 269.556  134.778.000 731.735.552 866.513.552 73.791.120 56.606.760 210,00 500 3.500
88 1974 1.415 394.255 197.127.500 1.176.987.612 1.374.115.112 132.757.890 102.506.300 260,00 500 4.000
89 1975 1.426 405.366  202.683.000 1.162.047.211 1.364.730.211 182.552.600 113.502.480 280,00 500 5.000
90 1976 1.373 471.195 235.597.500 1.754.649.114 1.990.247.114 257.662.700 169.630.200 360,00 500 6.000
91 1977 1.436 534.846  267.423.000 2.452.631.055 2.720.054.055 348.185.700 224.635.320 420,00 500 7.000
92 1978 1.477 594.676  297.338.000 3.004.937.110 3.302.275.110 445.773.800 303.284.760 510,00 500 8.500
93 1979 1.636 747.084 373.542.000 4.905.540.410 5.279.082.410 785.347.580 537.900.480 720,00 500 12.000




N
§ BALANCE AT END OF YEAR INCOME SHARES
Q YEAR SHARE CAPITAL AND RESERVES ALLOCATEDTO
> SHAREHOL SHARES NET INCOME THE DIVIDENDS NOMINAL PRICE
= DERS SHAREHOLDERS VALUE
Iy SHARE
o CAPITAL RESERVES TOTAL
94 1980 1.990 1.028.417 514.208.500 9.061.346.120 9.575.554.620 1.355.743.850 863.870.280 840,00 500 14.000
95 1981 2.174 1.027.102 513.551.000 9.386.487.005 9.900.038.005 1.898.540.250 1.109.270.160 1.080,00 500 18.000
96 1982 2.427 (4) 2.065.656 1.032.828.000 16.846.160.124 17.878.988.124 2.885.151.000 1.735.151.040 840,00 500 14.000
97 1983 2.570 2.072.454 1.036.227.000 17.672.620.254 18.708.847.254 3.302.500.000 1.958.469.030 945,00 500 15.750
98 1984 2.674 (5) 2.062.142 1.031.071.000 18.379.150.754 19.410.221.754 3.807.750.000 2.165.249.100 1.050,00 500 17.500
99 1985 2.828 5.182.775 2.591.387.500 27.581.878.254 30.173.265.754 4.130.537.500 2.720.956.875 525,00 500 8.750
100 1986 3.137 5.186.519 2.593.259.500 28.567.413.919 31.160.673.419 6.018.402.100 3.215.641.780 620,00 500 9.500
101 1987 3.660 5.391.402 2.695.701.000 33.036.039.552 35.731.740.552 6.050.859.000 3.180.927.180 590,00 500 10.150
102 1988 4.242 5.742.967 2.871.483.500 39.272.308.522 42.143.792.022 6.890.919.945 3.618.069.210 630,00 500 10.850
103 1989 4.767 6.078.404 3.039.202.000 45.975.098.284 49.014.300.284 7.900.114.293 4.133.314.720 680,00 500 11.500
104 1990 5.290 6.420.059 3.210.029.500 53.490.059.950 56.700.089.450 8.700.000.000 4.686.643.070 730,00 500 12.200
105 1991 5.777 7.069.673 3.534.836.500 70.169.883.285 73.704.719.785 9.400.000.000 5.443.648.210 770,00 500 12.900
106 1992 5.870 7.245.997 3.622.998.500 75.999.169.935 79.622.168.435 6.700.000.000 5.579.417.690 770,00 500 13.500
107 1993 6.295 4.972.532 24.863 79.484 104.347 7.150 5.967 1.200 5.000 25.200
108 1994 6.880 5.493.731 27.469 91.586 119.054 6.300 4.944 900 5.000 26.000
109 1995 6.928 5.550.567 27.753 95.428 123.181 8.500 5.828 1.050 5.000 26.500
110 1996 6.896 5.619.808 28.099 101.450 129.549 9.000 6.463 1.150 5.000 27.500
111 1997 6.925 5.658.775 28.294 106.750 135.044 9.050 5.659 1.000 5.000 28.250
112 1998 7.274 5.792.802 28.964 116.158 145.122 12.050 6.951 1.200 5.000 29.000
113 1999 7.228 5.792.802 28.964 110.307 139.271 27.090 110.063 19.000 5.000 30.500
114 2000 7.167 5.792.802 28.964 28.814 57.778 16.900 5793 1.000 5.000 30.500
115 2001 8.653 6.362.711 36.960 51.744 88.704 7.670 6.160 968 5.809 35.008
Amounts in euros
116 2002 9.257 8.284.320 24.853 62.815 87.668 5.200 4.275 0,516 3,00 18,50
117 2003 9.357 8.331.320 24.994 65.162 90.156 5.930 4.299 0,516 3,00 18,75
118 2004 9.277 8.331.320 24.994 67.316 92.310 6.825 4.582 0,55 3,00 19,25
119 2005 9.748 9.400.000 28.200 93.366 121.566 12.127 5.170 0,70 3,00 20,00
First time adoption of the new international accoun ting standards IAS-IFRS
120 2006 9.766  11.750.000 35.250 120.525 155.775 7.448 5.758 0,60 3,00 20:25
121 2007 10.223  14.934.824 44.804 182.336 227.140 9.650 7.972 0,60 3,00 21,75
122 2008 10.070  14.934.824 44.804 183.846 228.650 11.640 8.961 0,60 3,00 23,00
123 2009 10.574  15.484.145 46.452 197.608 244.060 10.500 6.968 0,45 3,00 23,50
124 2010 11.719  16.634.078 49.902 225.217 275.119 10.100 6.654 0,45 3,00 24,00
125 2011 11.905 16.929.341 50.788 223.549 274.337 11.630 7.618 0,45 3,00 24,50
126 2012 12.309  16.927.763 50.783 244.885 295.668 14.103 7.617 0,35 3,00 24,50
127 2013 12.994  17.022.649 51.068 249.959 301.027 (33.850) - 3,00 24,50
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