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Interim report on operations 
The first half of 2017 

Executive summary1 

Economic growth continues to consolidate and extend to various sectors and countries. Within the Euro 

Area, growth is primarily being driven by domestic demand, although the positive impetus from the 

external scenario is also contributing to improving prospects to a constantly greater degree. Short-term 

indicators such as economic surveys confirm that economic growth will remain robust in the near future. 

Compared to the year ended in March 2017, the macroeconomic forecasts prepared in June by experts 

from the Eurosystem have been revised upwards and now call for real GDP growth in the Euro Area of 

1.9% in 2017, 1.8% in 2018 and 1.7% in 2019. 

In the first quarter of 2017, GDP increased by 0.6% in real terms compared to the previous period, 

following an increase of 0.5% in the fourth quarter of 2016. Economic growth in the Euro Area 

continued for the fourth consecutive year, and growth strengthened, continuing to be driven, in the first 

quarter of 2017, by domestic demand. Changes in inventories contributed positively to this trend, 

whereas the net contribution of trade was not significant. At the level of production, economic activity 

was primarily driven by robust growth in the construction and service sectors, whereas added value in 

the industrial sector (excluding construction) increased at a more modest rate. 

The recovery is particularly evident in Eurozone job markets, despite persistent considerable unused 

production capacity. The increase in employment in the Euro Area continued in the fourth quarter of 

2016, remaining 1.2% higher than one year earlier. The data drawn from the surveys available up to 

May suggest additional improvements in job market conditions. Unemployment in the Euro Area 

continued to decrease in 2017, after peaking in early 2013. 

The improvements seen in the Eurozone job market increased real disposable household income and 

facilitated consumption spending. Private consumption benefited from the constant rise in salaries and 

wages, which represent the main source of household disposable income, and an essentially stable 

household savings rate. Improved bank credit conditions, reinforced by the ECB's monetary policy 

measures, continued to drive household spending. 

 

The Italian economy2 

According to the most recent available information, the Italian economy is believed to have continued 

to expand at an estimated rate of approximately 0.2% quarter-on-quarter, albeit with some downside 

risks. The growth of activity in the service sector is believed to have been more than enough to offset 

weaker manufacturing, as witnessed by industrial production data for January and February and the most 

recent figures for freight transport and electrical power consumption. In the survey conducted in March 

by the Bank of Italy, the views expressed by companies of the current economic situation improved. 

Investment intentions are favourable overall: companies that reported that their investment expenditures 

in 2017 would grow outnumbered those who expected a decline by 14 percentage points. 

The improvement in the global and European economic situation also facilitated Italy's foreign trade. 

Exports increased, driven above all by the expansion of EU markets. According to surveys, the outlook 

for international orders is favourable. At the level of the balance of payments, the current account surplus 

reached 2.6% of GDP in 2016 and is contributing significantly to the reduction of the country's net 

international debt position, which declined to 14.9% of GDP (from 25.3% at the end of 2013). 

 

 

The banking system 

Credit to the private sector, and to households in particular, continued to grow in the first few months 

of the year. However, performance remained uneven between the various business segments and types 

of companies. Loans to the service sector increased, loans to the manufacturing sector decreased slightly 

and loans to the construction sector declined.  

According to the information that may be gleaned from surveys, supply conditions remain 

accommodating. Credit quality continues to improve, reflecting the stronger economic situation. Italian 

bank share prices rallied, also benefiting from the very positive start to the recapitalisation process. 

                                                           
1 Source: ECB's Economic Bulletin 

2 Source: The Bank of Italy’s Bollettino Economico. 
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Improved economic prospects are gradually having a favourable impact on the credit quality of Italian 

banks. In the fourth quarter of 2016, the flow of new bad debts, as a percentage of total loans, declined 

by three-tenths of a point to 2.3% (net of seasonal factors and on an annual basis). The indicator fell by 

five-tenths for loans to companies (to 3.6%) and by two-tenths for loans to households (to 1.5%). 

 

Cooperative bank lending3 

The figures for cooperative banks in early 2017 were positive. Deposits increased by over 3%, and by 

nearly 7% for current accounts. Loans also grew by more than 1%. New loans to small and medium 

enterprises amounted to approximately €2 billion in June alone, reaching the level of 2016, when total 

new loan flows were over €30 billion. New mortgages for the purchase of homes exceeded €13 billion 

in 2016 and amounted to approximately €1 billion in January 2017.  

 
Outlook 

The European Central Bank's outlook is that investments by companies will continue to recover. This 

recovery will be driven by various factors, including financing conditions that will continue to be very 

positive, supported by the highly accommodating monetary policy implemented by the ECB, the need 

to modernise capital levels after several years of modest investments, above-average capacity utilisation 

rates and high profit margins in the non-financial sector. The current expansion of economic activity in 

the Euro Area is expected to continue, supported by the ECB's monetary policy measures, which will 

be transmitted to the real economy. Domestic demand is expected to be sustained by various positive 

factors. Very favourable financing conditions and low interest rates are continuing to promote a recovery 

of investments as profits rise and there is less need to reduce leverage. The increase in private 

consumption should benefit from a further improvement in job market conditions, due in part to labour 

market reforms. Exports will be favoured by the positive effects of the cyclical recovery outside the 

Euro Area, which will probably gain momentum. However, despite the ongoing improvements, 

economic growth in the region is expected to be slowed by the sluggish implementation of structural 

reforms and the budget adjustments that still remain to be made in various sectors. 

  

                                                           
3 Source: Assopopolari 
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Banca Popolare Di Cividale 
 

Auditing of the interim financial statements 

At Banca Popolare di Cividale, statutory auditing is conducted by an auditing firm that renders the 

services provided for in Article 14, paragraph 1, of Legislative Decree No. 39 of 27 January 2010. The 

independent auditors express an opinion of the annual financial statements in a specific report, in 

addition to drafting a limited audit report on the half-yearly financial report. At present, the firm EY 

S.p.A. has been engaged to conduct statutory auditing of the Bank. 

 

The branch network of Banca Popolare di Cividale   

 

The Bank's branch network consisted of 67 operational branches at 30 June 2017. 

 

The human resources of Banca Popolare di Cividale  

At 30 June 2017 human resources numbered 593, compared to 581 at 31 December 2016. 

Key operating events in the first half of the year 

Approval of the new organisational structure  

In order to increase the operational efficiency and simplicity of the chain of command within the head 

office's organisational structure, the Bank has revised its organisation chart, redistributing managerial 

responsibilities as part of an ongoing process of comprehensive transformation, without any changes to 

operating processes, pending the full migration of IT systems.  

Formation of real-estate companies 

During the half-year, two real-estate companies were formed with the strategic objective of purchasing 

assets in foreclosure sales in order to maximise the recovery of loans to insolvent customers.  

Start of operation by Civiesco 

CiviESCo is an energy service company formed in 2016. The company has been a fully-owned 

subsidiary of Banca Popolare di Cividale since June 2017 and has been UNI 11352:2014 certified since 

April 2017. Like all ESCos, it carries out projects aimed at improving energy efficiency, assuming the 

risk associated with the initiative and thus freeing the end client of all organisational and financial 

responsibilities. The savings achieved are the mechanism whereby the ESCo is compensated for its 

services. CiviESCo is mainly focused on the public sector, where it aims in particular to facilitate energy 

efficiency projects carried out through project financing by public-private partnership, in accordance 

with the new Tender Code (Legislative Decree No. 50/2016). UNI 11352:2014 certification is essential 

to doing business with the public sector according to the project financing approach. The projects 
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undertaken for the public sector will involve local businesses, which will plan and execute the work, in 

some cases through business networks. 

Listing on Hi-MTF 

Since June, shares of Banca Popolare di Cividale have been admitted to listing on the multilateral facility 

Hi-MTF, instituted and managed by Hi-MTF SIM, in accordance with the European Markets in 

Financial Instruments Directive (MiFID), and recognised by Consob, the Italian financial markets 

supervisory authority. The application for admission was approved on 19 June by the Hi-MTF market, 

along with that of other Italian regional banks. Trading orders for the shares began to be accepted on 26 

June, whereas the first weekly auction was held on Friday, 30 June. 

The opening price of the shares was set by the Bank at €15.00 on the basis of the opinion issued by 

Deloitte Financial Advisor S.r.l., an independent expert meeting high standards of professionalism 

tasked with conducting this assessment, as required by the law. 

Subsequent events 

With the exception of the foregoing, from the end of the first half of 2017 to the date of approval of this 

report there were no other material events with a significant effect on either the financial performance 

and financial position of the Company or the representation thereof. 

Analysis of main balance sheet aggregates and earnings results 

Earnings results 

In the first half of 2017, Banca Popolare di Cividale recorded net income of €603 thousand. 

Net interest income was €30,733 thousand in the first half of the year, down by 2.6% compared to June 

2016. Net interest income on business with customers increased by 3.6% on the comparative period, 

primarily due to the effect of repricing measures affecting funding. The commercial spread improved to 

2.04%, despite increasing competitive pressure on the rates of return on assets. The change in net interest 

income was thus mainly attributable to the declining yields of the government bonds in the proprietary 

portfolio. 

Net commission income was €14,226 thousand, up by 22.8% on 30 June 2016, driven by the 

performance of commissions in the “management, intermediation and advisory” area, which rose by 

42.4%. There were also increases in commissions on payment systems (+16%), the management of 

current accounts (+11%) and loans (+24%). 

Net trading income was €3,643 thousand, almost entirely attributable to proprietary securities. 

Operating revenues were €50,076 thousand. 

Operating expenses amounted to €35,403 thousand, essentially unchanged on the comparative period, 

and include €1,489 thousand of contributions to the banking resolution fund and “non-recurring” 

expenses of €860 thousand related to the imminent change of the IT outsourcer. Personnel expenses 

reached €20,462 thousand, whereas other administrative expenses amounted to €13,763 thousand. Net 

adjustments to property, plant and equipment and intangible assets came to €1,178 thousand. 

Net operating income amounted to €14,673 thousand. 

Net impairment losses on loans and other financial assets totalled €9,737 thousand, with an 

annualised loan loss rate of 70 basis points and an overall level of coverage of non-performing loans of 

48.5%. Net impairment losses on financial assets amounted to €2,684 thousand and referred primarily 

to impairment losses on equity securities and funds classified to the AFS portfolio. 

Net provisions for risks and charges were €185 thousand, attributable to updated assessments of 

ongoing litigation. 

Income before tax from continuing operations thus amounted to €2,067 thousand. Income taxes for 

the period amounted to €1,464 thousand. 

The net income for the period amounted to €603 thousand. 

Balance sheet aggregates 

At 30 June 2017 loans to customers amounted to €2,635,956 thousand, up by 0.5% from the end of 

2016. During the half-year, total new disbursements exceeded €191,086 thousand. During the year, new 

loans to individuals reached €72,874 thousand (+13% on the previous year), whereas new loans to 

businesses climbed to €118,212 thousand (+84% on June 2016). The creation of new NPEs (non-
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performing exposures) is constantly declining, confirming that the most acute phase of the crisis has 

passed (-36.0% YoY). 

At the end of the period, non-performing exposures (NPEs), net of adjustments, amounted to €364,530 

thousand, down by 7.5% on December 2016, with a coverage ratio of 48.5%, compared to 46.6% in 

December 2016. In detail, net non-performing exposures were €177,826 thousand, a decrease of 11.3% 

compared to December 2016, with a coverage ratio of 62.4% (59.4% in December 2016). Unlikely to 

pay exposures stood at €173,460 thousand, a reduction of 2.6% with respect to the end of the previous 

year, resulting in a coverage ratio of 21.2%, whereas past due exposures were €13,244 thousand (down 

by 15.3% compared to December 2016), with a coverage ratio of 11.6%. 

Direct funding, stated net of the component relating to central counterparties, amounted to €2,458,780 

thousand, a decrease of 3.8% on the end of 2016. The decline was primarily due to the repayment during 

the half-year of institutional bonds for a total of €112,990 thousand. Direct funding from ordinary 

customers grew (+1.0%). 

Indirect funding rose to €995,031 thousand at the end of the period, compared to €973,682 thousand 

at the end of 2016. The “asset management” component rose by 4.9%, climbing from €751,902 to 

€789,039 thousand and accounting for 79% of total indirect funding. 

Financial assets were €1,335,060 thousand, down by 2.6% compared to the end of 2016, and were 

essentially represented by Italian government bonds carried in the available-for-sale portfolio with an 

average duration of 2.20 years. Capital gains accrued on the securities portfolio, carried among equity 

already net of the tax effect, amounted to €7,128 thousand. 

The one-month net liquidity balance was €185,836 thousand. Total eligible assets available amounted 

to €1,399 thousand, already net of the related haircut. The exposure to the ECB for long-term refinancing 

transactions, corresponding to the TLTRO II programme, was €555,670 thousand. The liquidity 

indicators LCR and NSFR (in effect since 1 January 2018) exceeded the regulatory requirements. 
 

Shareholders’ equity and capital adequacy 

Shareholders' equity 

Shareholders' equity stood at €303,386 thousand at 30 June 2017. 

In application of the transitional rules in effect since 2014, Common Equity Tier 1 (CET1), without 

including the net income for the period ended 30 June 2017, was €297,516 thousand, compared to risk-

weighted assets (RWAs) of €2,197,994 thousand. 

Capital ratios were as follows: 

✓ the "phased in" Common Equity Tier 1 ratio was 12.9%;  

✓ the "phased in" Tier 1 ratio was 12.9%; 

✓ the "phased in" Total Capital ratio was 13.5%. 

These ratios are far in excess of the minimum regulatory levels established by the supervisory authority 

and place the Bank near the top of the Italian banking industry. 

The "fully loaded" Common Equity Tier 1 ratio was 13.3% and the "fully loaded" Total Capital Ratio 

was 13.8%. 
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Quantitative disclosures 

 

Capital adequacy 

 

Risks and uncertainties 
Banca Popolare di Cividale and its management are aware that sustainable growth and development 

must inevitably also be based on a thorough analysis of the risks to which the Bank is exposed, the 

related uncertainties in terms of the impacts that those risks may have on its financial structure and 

earnings and cash flow performance, and the methods for managing and reducing risks to acceptable 

levels.  

In any event, there are no signs in the financial structure, earnings or cash flow performance of the Bank 

that might lead to uncertainty regarding its ability to continue to operate as a going concern. 
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Statement of comprehensive income 

 
 

Statement of changes in shareholders' equity  

 

 
 

 



Banca Popolare di Cividale                                                Interim financial statements at 30 June 2017 
 

 

1
4

 

Statement of cash flows 

 
  



Banca Popolare di Cividale                                                Interim financial statements at 30 June 2017 
 

 

1
5

 

Notes 
Accounting policies 

Statement of compliance with international accounting standards 

Pursuant to Legislative Decree No. 38 of 28 February 2005, these interim financial statements have been 

prepared in accordance with the international accounting standards issued by the International 

Accounting Standards Board (IASB) and the pertinent interpretations of the International Financial 

Reporting Interpretations Committee (IFRIC), and endorsed by the European Commission, as 

established by Regulation (EC) No 1606 of 19 July 2002. The financial statements have been prepared 

in condensed form in accordance with IAS 34. Consequently, they do not include all of the disclosures 

required in the annual financial statements and must be read in conjunction with those prepared as at 31 

December 2016. 

The accounting policies adopted are consistent with those adopted for the financial statements at 31 

December 2016, with the exception of the new standards, amendments and interpretations in effect from 

1 January 2017. 

There were no newly approved European regulations in the first half of 2017. 

IFRS 9 Financial Instruments 
In July 2014 the IASB issued IFRS 9 Financial Instruments, the accounting standard that will replace 

IAS 39 Financial Instruments: Recognition and Measurement. The process of revising IAS 39 is divided 

into three stages: “classification and measurement”, “impairment” and “hedge accounting”. 

The “classification and measurement” of financial assets will depend on the business model and the cash 

flow characteristics of the financial instrument. These elements will determine the method of measuring 

the financial instrument, which may be amortised cost, fair value through profit or loss or fair value 

through other comprehensive income. 

In most cases, the results of classification and measurement may be regarded as consistent with those 

resulting from the application of IAS 39, but potential differences currently cannot be excluded. 

The combined effect of the application of the business model and cash flow characteristics of the 

instrument may entail a different allocation among instruments at fair value and amortised cost than 

under IAS 39. 

It should also be noted that embedded derivatives no longer need to be separated for all financial assets. 

The classification of financial liabilities has not changed substantially compared to IAS 39. For financial 

liabilities at fair value, changes in the creditworthiness of the instruments are to be accounted for in an 

equity reserve rather than in profit or loss, as instead required by IAS 39. 

The Standard sets out a single impairment model to be applied to all financial assets not measured at 

fair value through profit or loss, with a particular emphasis on setting rules for calculating impairment 

losses according to a uniform concept of expected loss. Specifically, upon initial recognition, 

impairment losses will be determined on the basis of the expected loss in 12 months. However, if there 

is a significant increase in credit risk compared to the date of initial recognition, impairment losses must 

be determined on the basis of the expected loss calculated for the entire life of the financial instrument. 

Financial instruments are classified to three distinct "stages" on the basis of the above elements: 

✓ stage 1 includes performing financial instruments for which a significant decrease in credit risk 

compared to the date of initial recognition has not been observed. Impairment is determined 

collectively on the basis of the expected credit loss at one year; 

✓ stage 2 includes performing financial instruments for which a significant increase in credit risk 

compared to the date of initial recognition has been observed. Impairment is determined 

collectively on the basis of the lifetime expected credit loss; 

✓ stage 3 includes non-performing financial instruments, assessed individually on the basis of the 

lifetime expected credit loss of each instrument. 

The expected loss used must consider all available information, including information concerning past 

events, current conditions and forecast economic conditions. 

In terms of impact on the income statement, recognition of impairment will be more focused on the 

forward-looking component and, at least upon initial application, will entail an increase in impairment 

losses compared to the current provisions of IAS 39 (incurred loss model). 
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The impact on the balance sheet of initial application of the new standard currently cannot be reliably. 

The revised standard aims to simplify hedge accounting by creating a stronger link to risk management 

strategies. The standard does not govern macro hedge accounting, which will be handled in a separate 

project. 

In addition, on this subject IFRS 9 also allows for the use of certain accounting treatments within the 

scope of IAS 39. 

Application of IFRS 9 is mandatory from 1 January 2018, with the possibility of early application of all 

of the standard or of just those parts relating to the accounting treatment of creditworthiness for financial 

liabilities at fair value. 

In 2016 the Bank began a process aimed at updating internal procedures and processes to ensure 

compliance with the provisions of the new accounting standard. The project has several main pillars, 

defined on the basis of the three stages of the process of revising the standard. Each branch of the project 

involves various work teams relating to the accounting framework, impacts and planning, measurement 

models and analysis of the impact on the loan portfolio, in addition to the organisational and IT work 

that will be necessary, to be analysed with the new IT outsourcer. The project envisages the joint 

responsibility of Administration and Loans and Risk, with the involvement of Organisation, IT and the 

operating services. 

With respect to classification and measurement, the work being done concerns the analysis of the 

portfolios created for the purposes of definition of the new classification, definition of the process for 

implementing the new rules (SPPI Test and Business Model) and the drafting of the first guidelines. The 

analysis of the characteristics of the contractual cash flows of the instruments (SPPI Test) was performed 

on the Bank's securities and loans portfolios as at June and December 2016. The results of the 

classification and measurement may be regarded as consistent with those deriving from the application 

of IAS 39, with the exception of some residual types of instruments, which must be reclassified as 

financial assets designated at fair value through profit or loss. 

In the case of impairment, specific analyses were conducted for transactions in loans and securities. The 

analyses conducted primarily concerned the definition of the factors that trigger reclassification from 

stage one to stage two and the parameters and models to be used to calculate expected loss, particularly 

with regard to the lifetime component. The factors that will represent the main determinants considered 

for the purposes of the transitions between the various stages will be the change in the likelihood of 

lifetime default compared to the time of initial recognition, the presence, if any, of amounts past due by 

more than 30 days and the presence of forbearance measures, if any. Finally, the rest of the analyses will 

assess, where appropriate, some indicators of credit monitoring systems specifically used by the Bank. 

The main impact of the application of the new standard will derive from the adoption of the provisions 

concerning impairment. In particular, for performing financial assets not designated at fair value through 

profit or loss, previously subject to impairment on the basis of the provisions of IAS 39, incurred but 

not reported loss will give way to the expected credit loss (stage one) or the lifetime expected credit 

loss, with significant increases in impairment losses, above all for financial assets classified to stage 

two. As specified above, the Bank is currently working on the definition of calculation models, and the 

rules for classification between the various stages are being defined. The impact, recognised in equity 

on the initial application of the standard, cannot yet be definitively determined. There are two general 

possibilities once the standard is in full effect: 

✓ the impact resulting from the determination of the lifetime expected loss on loans classified to 

stage two increases as the residual duration of the portfolio grows; 

✓ the income statement is more volatile, due to the reclassification of financial instruments from 

stage one to stage two, and vice versa. 

The aspects relating to own funds and capital ratios are still being defined by regulators. 

The project will continue in the coming months, with the involvement of the new IT outsourcer, so as 

to adapt and modify existing operating processes, design new processes and adjust their size, where 

necessary. 

 

IFRS 15 Revenue from Contracts with Customers 

The IASB published IFRS 15 Revenue from Contracts with Customers in May 2014. Application of the 

Standard, which replaces the standards and interpretations previously issued in this area (IAS 18 

Revenues and IAS 11 Construction Contracts, and the interpretations IFRIC 13 Customer Loyalty 
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Programmes, IFRIC 15 Agreements for the Construction of Real Estate, IFRIC 18 Transfers of Assets 

from Customers and SIC 31 Revenues - Barter Transactions Involving Advertising Services) is 

mandatory from 1 January 2018, and early application is permitted. 

The Standard introduces a single model for recognising revenues, applicable to all contracts with 

customers, with the exception of lease contracts, insurance contracts and financial instruments that call 

for the recognition of revenues on the basis of the consideration that is expected to be received for the 

goods and services rendered. 

The new Standard introduces a method divided into five steps for analysing transactions and defining 

the recognition of revenue on the basis of both the timing and amount of revenue: identification of the 

contract with the customer; identification of the performance obligations envisaged in the contract; 

identification (where necessary, according to estimates) of the consideration for the transaction; 

allocation of the consideration for the transaction to the contractual performance obligations; and 

recognition of revenue on the basis of the fulfilment of the contractual performance obligations. 

IFRS 16 Leasing 

In January 2016 the IASB issued IFRS 16 Leasing, application of which is mandatory from 1 January 

2019. The Standard introduces new rules for accounting for lease contracts for both lessors and lessees 

and replaces the standards and interpretations previously issued in this area (IAS 17 Leasing, IFRIC 4 

Determining Whether an Arrangement Contains a Lease, SIC 15 Operating Leases - Incentives and SIC 

27 Evaluating the Substance of Transactions in the Legal Form of a Lease). A lease is defined as a 

contract that grants the lessee the right to use an asset for a period of time in exchange for a fee. 

IFRS 16 eliminates the distinction between operating and finance leases for the lessee and establishes a 

new accounting treatment. Lessees must recognise liabilities on the basis of the present value of future 

rent, with a contra entry recognising the right to use the leased property. The current accounting rules 

essentially remain in effect for the lessor. 

Once it has changed its IT outsourcer, the Bank will begin a process of identifying outstanding lease 

agreements for which accounting rules different from those currently in force will need to be applied in 

order to assess the impact thereof on the income statement and balance sheet. 

General basis of preparation of the interim financial statements 

The interim financial statements comprise the following documents, presented in euro: the balance sheet, 

income statement, statement of other comprehensive income, statement of changes in shareholders' 

equity, statement of cash flows and these notes. The notes have been presented in thousands of euro for 

certain items of the financial statements.  

The interim financial statements at 30 June 2017 are accompanied by a statement by the manager 

responsible for preparing financial reports, pursuant to Art. 154-bis of the Consolidated Law on Finance, 

and are subject to a limited audit by EY S.p.A., following the award of the independent auditing 

assignment to that company for the period 2010-2018. 

Company performance and outlook (Bank of Italy, Consob and ISVAP Documents no. 2 of 6 

February 2009 and no. 4 of 3 March 2010)  

With respect to Bank of Italy, Consob and ISVAP Document no. 2 of 6 February 2009 and the 

subsequent Document no. 4 of 3 March 2010, concerning disclosures to be provided in financial reports 

regarding business outlook, with especial regard to continuity of operation, financial risks, tests aimed 

at detecting impairment and uncertainties in the use of estimates, the Directors of Banca Popolare di 

Cividale confirm that they may reasonably expect that the company will continue to operate as a going 

concern for the foreseeable future. Accordingly, the financial report at 30 June 2017 has been prepared 

on such a going-concern basis. The Directors further confirm that they have not found any cause for 

doubt on the subject of the going-concern principle at the level of financial position or operating 

performance. Loans have been classified and measured according to the customary conservative 

approach aimed at duly and properly capturing the consequences of the adverse development of the 

current economic scenario. The speed and extent of the exacerbation of the crisis have required constant 

revision of loans that previously showed signs of distress as well as those without any outward symptoms 

of deterioration. In addition, specific impairment tests have been conducted for equity investments, 

available-for-sale securities, intangible assets and goodwill on the basis of an analysis of the presence 

of indicators of impairment. Impairment losses have been determined by using the same methods and 

criteria as illustrated in the 2016 financial statements, to which the reader is therefore referred. For 
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further information concerning credit and financial risks, the reader is referred to the chapter on risk 

management. 

Use of estimates and assumptions in preparing the interim financial statements 

In preparing the interim financial statements, use has been made of estimates and assumptions that could 

have an impact on the amounts recognised in the balance sheet and the income statement and disclosed 

in the notes. Specifically, the greatest use of subjective assessments by management is required in the 

following cases: 

✓ determining the amount of impairment losses for financial assets, especially loans and 

receivables; 
✓ determining the fair values of financial instruments to be used for disclosure purposes and using 

valuation models to determine the fair values of financial instruments not quoted in active 

markets; 

✓ assessing the appropriateness of the value of goodwill; 

✓ determining the amounts of staff provisions and provisions for other risks and charges; and 

✓ preparing estimates and assumptions relating to the recoverability of deferred tax assets. 

Reasonable estimates and assumptions to be used in accounting for management transactions are 

formulated through subjective assessments founded upon the use of all available information and past 

experience. It should be noted that certain valuation processes, and in particular the most complex, such 

as determining impairment losses, are generally conducted in complete form when preparing the annual 

financial statements, when all required information is available, unless there are significant indicators 

of impairment that require immediate assessment of possible losses. 

Contributions to European deposit guarantee schemes and resolution mechanisms 

In the first half of 2017 the Bank recognised a contribution of €1,489 thousand, gross of the tax effect, 

to the National Resolution Fund for the rescue of struggling banks, in addition to the €13,962 thousand 

paid in 2015 and 2016. 
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Earnings results 

Reconciliation of the income statement and reclassified income statement  

 
 

Net interest income 

 

Dividends and net income (loss) of equity investments measured at equity 
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Net commission income 

 

Net trading income (loss) 

 
 

Profit (Loss) from purchase/sale of loans and financial assets 

The caption includes profits on the disposal of loans and financial assets. In further detail, the caption 

was affected by realised gains on government securities of €3,876 thousand. 

 

Other operating income (expenses) 

 
Other operating income and expenses is a residual caption that includes income and expenses of various 

types. The caption does not include recoveries of expenses, taxes and duties, which have instead been 

deducted from administrative expenses in this income statement. On a net basis, the caption stood at 

€3,815 thousand for the period ended 30 June 2017. 
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Operating costs 

 

Operating income 

Operating income stood at €14,673 thousand, down 1.1% compared to 30 June 2016. 

Net impairment/write-backs on loans and other assets 

 
 

Net provisions for risks and charges 

 
 

Income (Loss) before tax from continuing operations 

Income before tax from continuing operations stood at €2,067 thousand for the first half of 2017.  

 

Tax on income from continuing operations 

The provision for current and deferred taxes accrued in the first six months of 2017 came to €1,464 

thousand. 

Net income (loss) 

The net income for the period amounted to €603 thousand. 
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Balance sheet aggregates 

Reconciliation between the balance sheet and reclassified balance sheet 

 

 

General aspects  

A condensed balance sheet has also been prepared in the interest of permitting a more immediate 

assessment of the Bank's financial position. Compared to the template presented in Bank of Italy 

Circular 262/05, some captions have been aggregated, as is standard practice. The analytical details of 

the restatements and aggregations of captions are supplied, with separate tables, among the appendices 

to the financial statements, as required by Consob.  

Aggregations of captions involved: 

✓ aggregating property, plant and equipment and intangible assets into a single caption; 

✓ aggregating amounts due to customers and debt securities issued into a single caption; 

✓ aggregating provisions intended for specific uses (employee termination benefits and provisions 

for risks and charges) into a single caption; and 

✓ presenting reserves in aggregate form, net of any treasury shares. 

In the further interest of a more effective presentation of the composition of aggregates, in the following 

detail tables and/or comments, financial assets and financial liabilities held for trading represented by 

derivative contracts and amounts due from and to banks are presented on a net basis. 

Reclassified balance sheet 

 
(1) The aggregates include captions "110. Property, plant and equipment" and "120. Intangible assets"; 
(2) The aggregates include captions "130. Tax assets" and "150. Other assets". 
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(1) The aggregate includes captions "20. Due to customers" and "30. Debt securities issued"; 
(2) The aggregates include captions "110. Employee termination benefits" and "120. Provisions for risks and charges"; 

(3) The aggregate includes captions "130. Valuation reserves," "150. Equity instruments," "160. Reserves," "170. Share premium," 

     "180. Share capital", "190. Treasury shares," and "200. Net income / (loss)." 

 
Loans to customers 

Loans to customers: composition 

 

Loans to customers: credit quality  

 

Customer financial assets 

 

Direct funding from customers 

The following table includes amounts due to customers, debt securities issued, including those measured 

at fair value, and securitised derivative instruments. 
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Indirect funding 

A presentation of the dynamics of indirect funding, broken down into assets under administration and 

assets under management, is provided below in the interest of completing the analysis of the 

performance of the resources entrusted to the Bank by its customers. 

 

Financial assets/liabilities held for trading 

 

Financial assets available for sale 

Financial assets available for sale totalled €1,307,753 thousand, down by 2.1% compared to 2016. The 

equity interests included in the aggregate remained below the control/significant influence threshold. 

As required by international accounting standards, financial assets available for sale are tested for 

impairment to determine whether there is objective evidence that the carrying amounts of such assets 

may not be fully recoverable. The impairment testing process involves verifying whether there are any 

indicators that the assets may have become impaired and then determining the amount of any such 

losses. Impairment indicators may essentially be divided into two categories: indicators deriving from 

internal factors relating to the entity being assessed, and therefore of a qualitative nature, and external 

indicators deriving from the market values of the company (for quoted equity securities only). An 

impairment loss is recognised when there is an indicator of impairment or the quoted price falls more 

than 30% below the initial recognition amount or remains below that amount for a period of more than 

twelve months. In all other cases, the recognition of impairment must be confirmed by the outcome of 

specific assessments as regards the security and the investment. The testing conducted indicated the 

need to adjust the values of assets with an effect on the income statement of €2,676 thousand. 

 

Exposure to sovereign debt securities 

Following the growing interest by the market in exposures held by companies in sovereign debt 

securities, and as recommended by the European Securities and Markets Authority (ESMA) in document 

no. 2011/226, below is a breakdown of exposures of this nature held by Banca Popolare di Cividale as 

at 30 June 2017. As indicated in the ESMA document, “sovereign debt” is understood to mean bonds 

issued by central and local governments and governmental entities, as well as loans disbursed to such 

entities. 

The following tables present the Bank's exposure to sovereign credit risk by carrying amount, broken 

down by type of instrument. 
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Net interbank position 

 

Changes in provisions for risks and charges 

 
The risks of incurring contingent liabilities in the course of: 

✓ the investigation by the Public Prosecutor’s Office of Udine; 

✓ the audits by the Friuli Venezia Giulia Regional Department of the Italian Agency of Revenue; 

have been deemed possible by the directors. Accordingly, the directors decided not to recognise 

provisions for risks and charges at 30 June 2017. 

Bank's shareholders' equity 

The Bank's shareholders' equity stood at €303,386 thousand at 30 June 2017. 

Earnings per share 

 
The methods of calculating basic earnings per share and diluted earnings per share are defined by IAS 

33 Earnings per Share. Basic earnings per share is defined as the relationship between the net income 

attributable to ordinary shareholders and the weighted average number of ordinary shares outstanding 

during the period.  

Diluted earnings per share reflects the dilutive effects of the conversion of potential ordinary shares, 

defined as financial instruments that grant their holders the right to obtain ordinary shares. Accordingly, 

when calculating diluted earnings per share, the numerator and denominator of the ratio are adjusted to 

account for the effects of the additional shares that would need to be issued if all potential ordinary 

shares with dilutive effects were converted.  

Banca Popolare di Cividale has not issued financial instruments that grant their holders the right to 

obtain ordinary shares. 

Valuation reserves 

At 30 June 2017, valuation reserves of €16,629 thousand presented a net decrease of €718 thousand 

compared to the end of the previous year, primarily attributable to the change in the reserve for available-

for-sale financial assets due to the sale of government bonds. 

Disclosure concerning fair value 

Reclassified financial assets: carrying amount, fair value and effects on other comprehensive income 

In the first half of 2017, the Bank did not undertake transfers between portfolios of financial assets, as 

envisaged in IAS 39. 
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QUALITATIVE DISCLOSURES 

This section includes the disclosure regarding financial instruments subject to reclassification from one 

portfolio to another pursuant to the rules set forth in IAS 39 and the disclosure regarding the fair-value 

hierarchy in accordance with the provisions of IFRS 13. 

Fair value is the price at which an asset may be sold or a liability transferred in a transaction between 

market participants at the measurement date. 

Consequently, it is an exit price and not an entry price. 

The fair value of a financial liability with a demand feature (e.g., a demand deposit) is not less than 

the amount payable on demand, discounted from the first date that the amount could be required to be 

paid. 

For financial instruments measured at fair value on a recurring basis, the bank attributes higher priority 

to the use of observable inputs and lower priority to measurement techniques that do not use market 

inputs. In particular, the bank establishes the order of priority, criteria and conditions that result in the 

choice of one of the following measurement techniques: 

- mark-to-market: a measurement method coinciding with classification to level 1 of the fair value 

hierarchy; 

- comparable approach: a measurement method based on the use of observable market inputs, the use of 

which entails classification to level 2 of the fair value hierarchy; 

- mark-to-model: a measurement method involving the application of pricing models whose inputs result 

in classification to level 3 (use of at least one significant non-observable input) of the fair value 

hierarchy. 

Fair value levels 2 and 3: measurement techniques and inputs used 

If, for a given financial instrument, the conditions for identifying an active market have not been satisfied 

and it thus is not possible to classify it to level 1 of the fair value hierarchy and apply the mark-to-market 

approach, it will be necessary to make use of a measurement technique, by which is meant a process 

that permits the identification of the price at which the instrument could be exchanged between 

independent parties in balanced bargaining conditions. 

If this measurement technique is based on observable market inputs, the instrument is classified as level 

2 and a comparable approach is applied. 

The measurement techniques applied in this case include: 

- the use of recent market transactions between knowledgeable, independent parties; 

- reference to the fair value of a financial instrument having the same characteristics; 

- cash flow discounting techniques; 

- option valuation techniques; 

- the use of commonly used pricing techniques, provided that such techniques yield prices in line with 

those applied in actual exchanges. 

The market inputs used in the comparable approach are: 

- prices quoted on active markets for similar assets or liabilities; 

- prices quoted for the instrument in question or similar instruments on inactive markets, i.e., markets 

on which there are few transactions. The prices are not current or vary substantially over time and 

amongst the various market markets, or little information is made public; 

- observable market inputs (e.g., interest rates, observable yield curves, credit spreads, quoted 

volatilities, etc.); 

- inputs that derive from observable market data, for which the relationship is supported by parameters 

such as correlation. If the measurement techniques adopted also use non-observable inputs, and their 

contribution to the determination of fair value is to be regarded as significant, the measurement of the 

financial asset or liability is to be considered level 3. 

The mark-to-model approach applies to all financial instruments for which there is no active market, 

where: 

- significant adjustments to the observable inputs used based on non-observable inputs are necessary; 

- the estimate of fair value is based on the bank's internal assumptions concerning future cash flows and 

the discount curve used; 

- the measurement techniques used are of sufficient complexity to entail significant model risk. 

- The main inputs used in this approach are: 

- for real estate funds, a NAV adjustment model aimed at taking account of the issuer's default risk; 
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- for structured bonds, the discounted cash flow model, applied on the basis of estimates of future cash 

flows and/or the discount factor; 

- for equity instruments, the market approach (a model based on market multiples and price matrices), 

the Black-Scholes-Merton model and the binomial model. 

 

Valuation processes and sensitivity 

The Bank conducted an assessment of the potential impacts of sensitivity to unobservable market 

parameters in the measurement of instruments classified to level 3 in the fair-value hierarchy and 

measured at fair value on a recurring basis. That assessment indicated that the impacts concerned were 

not material with respect to the situation represented. In further detail, the portfolio of instruments 

measured at fair value on a recurring basis and classified to level 3 of the fair-value hierarchy consists 

primarily of equity investments, subject to impairment testing when the requirements for so doing have 

been met, and investments in fund shares. 

 

QUANTITATIVE DISCLOSURES 

Fair value hierarchy 

IFRS 13 establishes that financial instruments measured at fair value are to be classified according to 

the degree of observability of the inputs analysed when pricing them. 

Specifically, three levels of classification have been established: 

- Level 1: the fair value of the instruments classified to this level is determined on the basis of quoted 

prices observable on active markets; 

- Level 2: the fair value of the instruments classified to this level is determined on the basis of valuation 

models that use inputs observable on active markets; 

- Level 3: the fair value of the instruments classified to this level is determined on the basis of valuation 

that primarily use inputs not observable on active markets. 

The levels indicated above are to be applied in hierarchical order, giving the highest priority to the use 

of observable market parameters that permit the assets or liabilities to be measured on the basis of the 

assumptions used by market participants and the lowest priorities to measurement techniques that do 

not contemplate market parameters and thus reflect a greater degree of discretion in measurement by the 

Bank. 

Assets and liabilities measured at fair value on a recurring basis: breakdown by fair value level 

 
Key: L1 = Level 1  L2 = Level 2  L3 = Level 3 

Annual changes in financial assets designated at fair value (level 3) 
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Annual changes in financial liabilities designated at fair value (level 3) 

No values have been assigned to any of the items in the table provided for by the Bank of Italy, “Annual 

changes in financial assets designated at fair value (level 3).” 

 

Assets and liabilities not measured at fair value or measured at fair value on a non-recurring basis: 

breakdown by fair value levels 

 
Key: BV = book value FV = fair value L1 = Level 1  L2 = Level 2  L3 = Level 3 

 

Risk management and monitoring  

Risk management 

Banca Popolare di Cividale takes a particularly conservative approach to risk management, implemented 

within a specific organisational framework consisting of internal rules, operating procedures and control 

units, structured according to a model that integrates monitoring methods at various levels, all 

converging with the goals of ensuring the efficiency and effectiveness of operating processes, preserving 

the company’s assets, protecting it from losses, ensuring the reliability and integrity of information and 

verifying the proper conduct of operations in accordance with internal and external regulations. 

In accordance with supervisory regulations, the Bank has developed and standardised specific risk 

management processes broken down into various logical phases: determination of the risk appetite, 

assumption of risk, drafting of risk management and control policies, definition of limits, measurement 

of risk, monitoring and reporting, stress tests and critical situation management. 

Risks are primarily identified and their significance assessed within the framework of the Internal 

Capital Adequacy Assessment Process (ICAAP) and Internal Liquidity Adequacy Assessment Process 

(ILAAP), which in accordance with prudential regulations relate to what are known as "first and second 

pillar obligations". The significance of the risks to be assessed is determined by considering both 

supervisory regulations and specific company considerations such as the products and services offered 

to customers, the scope and characteristics of business with associated parties in respect of company 

operations, the volumes of financial aggregates and the corresponding capital requirements, the markets 

of reference and vulnerability to the economic situation. 

The risk appetite, an important parameter to be referred to in drawing up the strategic plan and a logical 

foundation for planning, is determined for the Bank's significant risks when defining the Risk Appetite 

Framework (RAF), in a manner that takes account of existing prudential rules, the business model 

adopted, the Bank's core funding and lending methods and the ability of control units to monitor and 

measure risks. 

With regard to the Risk Appetite Framework (RAF), an outline has been prepared and introduced, 

including a definition of the risk appetite, tolerance thresholds, exposure limits, risk governance policies 

and the processes of reference for setting and implementing such policies, all in accordance with the 

maximum risk that may be assumed. The process of defining and periodically revising the RAF is carried 

out in conjunction with the Risk Management Function, which supports the general management during 

the phases of application review and preparation of proposals to be submitted for the approval of the 

Board of Directors. The process requires a high level of consistency and thorough reconciliation of the 

RAF, business model, strategic plan, ICAAP, ILAAP, budgets, company organisation and internal 

control system. The Board of Directors reviews the system of risk targets at least annually and then 

updates it, when the requirements for so doing have been met. 

A clear identification of the risks to which Banca Popolare di Cividale is potentially exposed (the "risk 

map") represents the essential foundation for an informed assumption and effective management of such 

risks. 
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Given the Bank's mission and operations, and considering the market context in which it operates, the 

risk map that has been identified essentially reflects the list of risks that is subject to assessment as part 

of ICAAP (Annex A to Chapter 1, Title II, Part One, of Circular 285, Supervisory Provisions for Banks, 

concerning the prudential control process), excluding several specific types deemed irrelevant (country 

risk, transfer risk and securitisation risk), with the addition of compliance risk, money-laundering risk 

and real-estate risk. 

Appropriate risk policies have been adopted by the Bank. The methods of supervision and organisational 

oversight of risks are established in the context of these policies through the definition of operating 

limits and/or management and control processes. 

Detailed information concerning the general characteristics of the system of controls and policies for 

managing, measuring and controlling risks is provided in the notes to the 2016 financial statements 

(Chapter E – Risks and hedging policies) and in the Pillar 3 disclosure as at 31 December 2016 published 

on the Bank's website, to which the reader is referred.  

 

Main risks and uncertainties to which the Bank is exposed 

At 30 June 2017, the exposure to the various risks was consistent with the risk appetite framework (RAF) 

targets defined by the Board of Directors and with risk assumption and management policies. 

Credit risk 

In accordance with its mission and business model, the Bank is primarily exposed to credit risk, which 

remains at historically high levels, although there are concrete signs of improvement at the level of 

performance in the first half of 2017, as also seen in 2016.  

Concentration risk 

Exposure to concentration risk, at the level of both individual counterparties and groups of customers 

related by business segment or geographical area, is consistent with the Bank's current targets.  

Market risk (including sovereign risk) 

The portfolios classified as held for trading and the associated market risk profile are modest in extent. 

The current composition of assets entails an exposure to sovereign risk related to the size of the portfolio 

invested in Italian government securities and, to a lesser extent, in securities issued by banks, nearly all 

of which are classified as AFS. The exposure to the Italian Republic varied over the half year as a 

function of the size of the portfolio, increasing in the first quarter of 2017 and declining in the second 

quarter of 2017 compared to the end of 2016. Italian government securities remain exposed to the 

elements of volatility typical of the market. With respect to the interest rate risk and price risk associated 

with the securities in portfolio, the greatest risk is represented by a possible increase in short-term rates, 

which would entail a decline in net interest income. By contrast, a rise in medium-to-long term interest 

rates would result in a depreciation of the values of the portfolios and a decline in the unrealised 

component. This risk is mitigated by the relatively short duration of the Bank's proprietary portfolio.  

Operational risks (including IT risk) 

Operational risk is inherent in banking business and is associated with all organisational and production 

processes. Consequently, all processes carried out by the Bank generate such risk. In the first half of 

2017, exposure to operational risks remained essentially constant, in terms of both the number and type 

of events and the amount of the operating losses sustained. Exposure to IT risk is consistent with the 

Bank's strategic orientation.  

Interest-rate risk 

Considering the interest rate levels witnessed during the first six months of 2017 and the continuation 

of the European Central Bank's monetary policy, the Bank's exposure to instantaneous rate shocks 

remained modest, as in the previous year. At 30 June 2017, internal capital, calculated according to the 

regulatory method, increased in both ordinary conditions and stress scenarios. This means that internal 

capital for the interest-rate risk inherent in the banking book was nil; compliance was maintained for 

both the alert level established by supervisory regulations and the prudential limits set in internal 

regulations. 
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Liquidity risk 

In 2017 the main objective of the Bank's funding policies remains the pursuit of a structural balance 

between loans to customers and the various forms of funding (known as the “funding gap”) through the 

diversification of funding sources by maturity, form, counterparty and market. The Bank's liquidity 

remains at adequate levels: as at 30 June 2017, the Basel 3 regulatory ratios (LCR and NSFR), adopted 

as internal metrics for measuring liquidity risk, exceeded the supervisory requirements set for 2018.  

Residual risk 

Residual risk is primarily generated by the lending process and represents the component of the 

inefficacy of credit risk measurement. Exposure to such risk in terms of "unexpected loss" stands at low 

levels. 

Reputational risk 

In the first half of 2017 there were not found to be any elements that modified – or that might 

significantly modify in the near term – the positive perception of the Bank by the various groups of its 

stakeholders (customers, counterparties, shareholders, investors and supervisory authorities). The 

overall assessment of this type of risk is tied to the specific activity carried out by the banking industry 

at large and the many potential processes capable of generating reputational risks, in the current general 

scenario of a degree of continuing distrust by customers, relating to the crisis affecting several Italian 

banks and other elements of uncertainty in the industry and regulations. 

Strategic risk 

The level of exposure to strategic risk is medium-high. This view is based on assessments relating in 

particular to elements "external" to the Bank: the macroeconomic scenario and highly dynamic nature 

of the financial markets, combined with a constantly changing prudential regulatory framework, require 

the constant monitoring of factors that allow sustainable profitability to be pursued.  

Associated party risk 

Exposure to associated parties decreased during the year and is fully consistent with the limits 

established by prudential regulations and company policies. 

Securitisation risk 

In reference to the risk associated with securitisation, the Bank has not undertaken any transfer of credit 

risk. Consequently, it is not exposed to the risk that "the economic substance of a transaction is not fully 

reflected in risk assessment and management decisions." 

Property risk 

The current or prospective risk of potential losses due to fluctuations in the value of the Bank’s 

proprietary real-estate portfolio, or to the reduction of the income generated by that portfolio, remains 

at modest levels. 

 

Excessive leverage risk 

At 30 June 2017 the leverage indicator (Basel 3 phased in 6.4%; Basel 3 fully loaded 6.6%) fell within 

the range of values deemed normal at the company level and far exceeded the minimum level according 

to supervisory regulations (3%).  

Compliance risk 

Exposure to compliance risk, in light of the increasing complexity of the regulatory framework and 

resulting obligations, is modest overall and consistent with the orientations expressed by company 

bodies. The risk management process is deemed adequate to the Bank's operational complexity and 

structure. 

Money-laundering risk 

Given the objective significance of money-laundering risk and the increasing complexity of the 

legislative framework of reference and resulting obligations, the Bank has gradually enhanced its 

safeguards in terms of rules, organisational measures, procedures, applications and training. The risk 

management process is deemed adequate to the Bank's operational complexity and structure. 
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Internal control system  

According to supervisory regulations, the internal control system is "the fundamental element of a bank's 

overall governance system. It ensures that company activity is in line with company strategies and 

policies and is guided by principles of sound and prudent management." 

The internal control system is organised into three levels: 

✓ line controls (level one): these are aimed at ensuring that transactions are executed properly; they 

are performed by production units themselves (for example, hierarchical type controls) and are 

incorporated into IT procedures and systems or are conducted in the context of back-office activity; 

✓ level-two controls: these include risk management and compliance activity. They are aimed at 

ensuring, among other objectives: 

- the proper implementation of the risk management process; 

- the observance of the operating limits assigned to the various functions; 

- the compliance of company operations with laws and regulations, including self-imposed 

regulations. Level-two control functions are independent of assumption and management 

functions (production and management units). They contribute to defining risk governance 

policies and the risk management process; 

✓ level-three controls: this is internal auditing activity aimed at identifying anomalous performances 

and breaches of rules and procedures, as well as at assessing the functionality of the overall internal 

control system; it is conducted on an ongoing basis, with periodic frequency, or in exceptional 

cases, by units independent of production units, including through onsite inspections. This activity 

is performed by the Auditing function. 

The entire internal control system is periodically revised by the Board of Directors of Banca Popolare 

di Cividale in order to constantly improve strategies and operating processes and assess business risks. 

The new supervisory regulations concerning internal controls have considerably reinforced the powers 

of the risk control function by establishing that “safeguards relating to the internal control system must 

cover all types of company risk.” The above rules have been reflected in Banca Popolare di Cividale’s 

organisational structure, which envisages the second-level control functions of the Risk Management 

Service and Compliance Service, functions that are separate from and independent of business units, in 

that they report to the strategic supervision body (the Board of Directors). This is also assured for the 

Auditing Department, a level-three control function that is independent of the other company units. 

An important component of the Internal Control System is the Risk Committee. The Risk Committee 

was added to the new Articles of Association approved by the Shareholders' Meeting in accordance with 

supervisory regulations. Formed within the Board of Directors, the Risk Committee is composed of a 

majority of independent directors and aims to support the Board of Directors with risk governance and 

supervision of the internal control system, while interacting with control functions, whose work it 

analyses and actions it assesses. For a description of the overall structure of the internal control System, 

please refer to the Corporate Governance Report annexed to the 2016 financial statements and also 

available on the Company’s website at the address www.civibank.it. 

Legal risks 

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

Responsibility for overseeing compliance with anti-money laundering legislation, in accordance with 

Bank of Italy rules governing the anti-money laundering organisation, procedures and internal controls, 

falls to the Anti-Money Laundering Office within the Compliance Service, the head of which has been 

placed in charge of the function in accordance with those rules. 

The Anti-Money Laundering Function has the mission of preventing and combating transactions 

involving the laundering of money and financing for terrorism. To this end, it ensures that IT and 

organisational procedures are consistent with the objective of preventing and combating the breach of 

applicable laws and internal rules governing money-laundering. It also performs specific monitoring 

activity aimed at identifying any potentially suspect transactions. 

The Anti-Money Laundering office sends Italy’s Ministry of the Economy and Finance notices of 

breaches of rules governing the use of cash and bearer securities. It also responds to requests from the 

authorities concerning the reporting of suspect transactions to the Financial Information Office. 

The head of the function, as the party delegated to report suspect transactions, conducts analysis, carries 

out preliminary investigation and sends reports of suspect transactions pursuant to Art. 41 of Legislative 

Decree No. 231/07. 

http://www.civibank.it/
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Information concerning disputes  

For detailed information about tax and other disputes and major ongoing litigation, the reader is referred 

to Chapter E of the notes to the 2016 financial statements, with respect to which there were no significant 

changes during the half-year. 

Administrative liability (Legislative Decree No. 231/2001) 

In consideration of the provisions of Legislative Decree No. 231/01, the Bank adopted a specific 

Organisational Model, which was updated in 2015 to comply with the changes to the law. 

That Model pursues the primary goal of setting up a well-organised, organic system of organisational 

and control principles and procedures suited to preventing or reducing the risk of the commission of the 

offences set forth in the Decree. The Founding and Operational Rules govern the Supervisory Board’s 

activity. The Supervisory Board is entrusted with the task of supervising: 

✓ the efficacy and adequacy of the Model in relation to the company's structure and its effective 

ability to prevent the commission of the Offences; 

✓ compliance with the Model's prescriptions by corporate bodies, employees and other addressees, 

in the latter case also through the competent company units; 

✓ the appropriateness of updating the Model, where it is found necessary to adjust it in connection 

with changes in company conditions and/or legislation; and 

✓ the company's fulfilment of its obligations under applicable anti-money laundering legislation. 

Since September 2014, the supervision and control function identified in Legislative Decree No. 

231/2001 has been assigned to the Board of Statutory Auditors, as indicated by the Bank of Italy.  

Outlook for the current year 

The Italian economy has started towards a more solid recovery. Growth estimates have been revised 

upwards, according to the latest projections (Bank of Italy), Italy's GDP should increase 1.4% this year, 

1.3% in 2018 and 1.2% in 2019. The economic indicators confirm the acceleration of economic activities 

and the most recent qualitative surveys are more optimistic about the general economic situation and a 

restart of investments. The outlook for exports and employment also remains positive. These conditions 

have positive reflections on credit dynamics. The ECB has confirmed the monetary accommodation 

policy and believes that current interest rates are expected to remain for a prolonged period of time, well 

pass the horizon of net asset purchases, which will run at least until the end of this year. Looking ahead, 

the profitability of Italian banks remains exposed to risks, first of all a more vigorous and lasting 

consolidation of the recovery, able to support revenue growth and diversification, but also to promote 

the management of non-performing loans, reducing their impact on total loans. The increase of the 

profitability also requires further, decisive progress in cost reduction, and in the revision of the business 

models, to face the challenges inherent in the pervasive changes taking place, at the level of 

technologies, regulation, market structure and customer needs.  In line with these premises, the activity 

of the bank in the remaining part of the year will be guided by the achievement of the objectives of the 

2016-2018 Strategic Plan. 
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Related-party transactions  

The subject is governed by Article 2391-bis of the Italian Civil Code, according to which the 

administrative bodies of companies that have recourse to the risk capital market are required, in 

accordance with the general principles indicated by Consob, to adopt rules that ensure the “transparency 

and substantive and procedural propriety of related-party transactions” undertaken directly or through 

subsidiaries. The control body is required to supervise compliance with the rules adopted and review 

the matter in its report to the shareholders’ meeting. 

By resolution 17221 of 12 March 2010, exercising the authority delegated to it under Article 2391-bis 

of the Italian Civil Code, Consob approved the Regulations for Transactions with Related Parties (also 

referred to hereinafter as the “Consob Regulations”), subsequently amended by resolution 17389 of 23 

June 2010, which lays down the general principles to be observed by companies that obtain funding 

from the risk-capital market when setting rules aimed at ensuring the transparency and substantive and 

procedural propriety of transactions with related parties.  

In relation to its specific activity, the Bank is also subject to the provisions of Article 136 of the 

Consolidated Banking Act, as recently amended by Law 221/2012, governing the obligations of bank 

officers.  

On 12 December 2011, the Bank of Italy published new supervisory rules governing risk assets and 

conflicts of interests within banks and banking groups in regard to “Associated Parties” (ninth update 

of Circular 263 of 27 December 2006, hereinafter the “Bank of Italy Rules”), in supplementation of the 

provisions of the Consob Regulation. The definition of Associated Parties includes not only related 

parties, as defined in the Consob Regulation, but also parties associated with such related parties, as 

identified in supervisory provisions. 

The new rules aim to prevent the risk that the proximity of certain parties to the Bank’s decision-making 

centres may compromise the objectivity and impartiality of decisions relating to the granting of loans 

and other transactions with such parties, with possible distortions of the resource-allocation process, and 

are in addition to, and only partly overlap with, the other applicable provisions on the subject (Article 

2391 of the Italian Civil Code, Article 136 of the Italian Consolidated Banking Act, the Consob 

Regulation and IAS 24).  

In 2017 Banca Popolare di Cividale, in accordance with the combined provisions of the regulations cited 

above, adopted its Procedures for Transactions with Related Parties and Associated Parties (the “BPC 

RPT Procedures”). 

On 3 December 2014 the Board of Directors approved the document Dealings with Related Parties and 

Parties Identified Pursuant to Article 136 of the Consolidated Banking Act and Article 2391 of the Italian 

Civil Code with the aim of grouping together internal conflict of interest rules into a single document. 

This document brings together the pre-existing rules and procedures issued in application of the 

supervisory provisions concerning activities at risk with associated parties (ninth update to Circular 

263/06), the Consob Regulation on Transactions with Related Parties (Resolution 17221 of 12 March 

2010), Article 136 of the Consolidated Banking Act, Obligations of Bank Officers and the related 

supervisory instructions and, finally, Article 2391 of the Italian Civil Code, Interests of Directors. In 

accordance with applicable regulations, the document has been published on the website at the address 

http://www.civibank.it/investor-relations/corporate-governance/procedura-parti-correlate. 

Major transactions 

No transactions with related parties considered major transactions pursuant to the Procedures for 

Related-Party Transactions cited above were undertaken during the reporting period. In the first half of 

2017 there were no additional atypical and/or unusual transactions to be disclosed pursuant to Consob 

bulletin no. DEM/6064293 of 28 July 2006. 

Transactions of an ordinary or recurring nature 

The transactions of an ordinary or recurring nature undertaken with related parties at 30 June 2017 are 

part of the Bank's ordinary operations, are generally at arm's length conditions and meet the requirement 

of a mutual economic interest in accordance with the internal procedures cited above. 

Detailed information regarding related-party transactions, including information on the impact of 

outstanding transactions and positions with such counterparties on the Group's financial performance 

and financial position, is set out in the tables below.  
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Information on transactions with related parties  

In accordance with IAS 24, as applied to the organisational and governance structures of Banca Popolare 

di Cividale S.c.p.A., the following natural persons and legal entities are considered to be related parties: 

✓ subsidiaries: companies over which Banca Popolare di Cividale S.c.p.A. directly or indirectly 

exercises control, as defined in IAS 27; 

✓ associated companies: companies over which Banca Popolare di Cividale S.c.p.A directly or 

indirectly exercises a significant influence, as defined in IAS 28; 

✓ joint ventures: companies over which Banca Popolare di Cividale S.c.p.A. directly or indirectly 

exercises joint control, as defined in IAS 31; 

✓ managers with strategic responsibilities and control bodies: the Directors, Statutory Auditors 

and General Manager of Banca Popolare di Cividale S.c.p.A.; 

✓ other related parties, including: 

✓ immediate family members (cohabitants, children, cohabitants’ children, dependants of the 

person concerned or cohabitant) of Directors, Statutory Auditors or the General Manager of 

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

✓ subsidiaries, joint ventures and companies subject to significant influence by the Directors, 

Statutory Auditors, General Managers and Assistant General Managers of Banca Popolare di 

Cividale S.c.p.A., in addition to their immediate family members, as defined above. 

The effects of transactions with related parties as defined above on the balance sheet are presented in 

the following summary tables. 
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1. Information concerning the compensation of key management personnel 

The following table reports the compensation of the directors, executives and other key management 

personnel of the Bank.  

 
* The amount indicated includes the remuneration paid to directors of €239 thousand, to the Board of Statutory Auditors of €48 thousand and 
to the Supervisory Board of €13 thousand. 

Segment reporting 

Criteria for identifying and aggregating operating segments 

In application of IFRS 8, operating segments for the purposes of segment reporting were identified on 

the basis of the following business segments: 

✓ Retail and Corporate Bank, the segment dedicated to banking activity; 

✓ Leasing, the segment dedicated to leasing activity. 

The figures from the comparative period have been restated as appropriate. 

Segment results – Income-statement data 

 

Segment results – Balance-sheet data 

 

Cividale del Friuli, 28 July 2017 

The Board of Directors 
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Certification of the consolidated financial statements pursuant to Article 81-ter of Consob 

Regulation No. 11971 of 14 May 1999 

 

Certification of the financial statements pursuant to Article 81-ter of Consob Regulation No. 11971 of 14 May 

1999 

1. We, the undersigned, Michela Del Piero, in the capacity of Chairman of the Board of Directors, and 

Gabriele Rosin, in the capacity of manager responsible for the preparation of financial reports, of Banca 

Popolare di Cividale S.c.p.A., do hereby certify, pursuant to Article 154-bis, paragraphs 3 and 4, of 

Legislative Decree No. 58 of 24 February 1998, that the administrative and accounting procedures used to 

prepare the interim financial statements during the period 1 January – 30 June 2017: 

✓ were adequate with respect to the characteristics of the enterprise; and 

✓ were effectively applied. 

2. Our review of the adequacy and effective application of the administrative and accounting procedures used 

to prepare the interim financial statements at and for the period ended 30 June 2017 was based on a model 

established by Banca Popolare di Cividale S.c.p.A. in accordance with the Internal Control – Integrated 

Framework (CoSO) and the Control Objectives for Information and Related Technologies (COBIT), which 

represent generally accepted international standards of reference for the internal control system and 

financial reporting in particular. 

3. Furthermore, we do hereby certify that: 

3.1. The interim financial statements: 

a) have been prepared in accordance with the applicable international accounting principles endorsed by 

the European Community pursuant to Regulation (EC) No 1606/2002 of the European Parliament and 

of the Council of 19 July 2002; 

b) correspond to the results of accounting books and records; and 

c) are suited to furnishing a true and fair representation of the financial performance and financial 

position of the issuer. 

3.2. The report on operations includes a reliable analysis of operating performance and results of the issuer, 

in addition to a description of the main risks and uncertainties to which it is exposed. The interim report 

on operations also includes a reliable analysis of the information on significant transactions with related 

parties. 

 

Cividale del Friuli, 28 July 2017 

 

The Chairman of the Board of Directors      Manager responsible for financial reports 

 Michela Del Piero    Gabriele Rosin 

 [signed] [signed] 
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Independent Auditors' Report 

 


