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1. FOREWORD

The purpose of this survey is to gather detailefbrimation on bad loan exposures,
collateral or other guarantees mitigating theirditeisk, and the status of credit recovery
procedures.

Its introduction should improve the availability efectronically processed data on bad
loans held by intermediaries, also with a view twstéring the development of a non-
performing loan market in Italy, which amongst athikings is predicated on the capacity of
banks to provide potential buyers with adequate m@abidble information. These data are also
of specific interest for supervisory activities, view of the need to encourage intermediaries
to improve the management of non-performing loams @ verify progress.



2. SCOPE

Reporting entities:

a) On a consolidated basis, the parent companies okibg groups as per the Register
referred to in Article 64 of the Consolidated Law 8anking; reference banks as per
Circular No. 285 dated 17 December 2013; or indiaidbanks}

b) On a stand-alone basis, banks authorized to opdratialy entered in the Register
referred to in Article 13 of the Consolidated Lawm ®&anking and not belonging to
banking groups. Italian branches of EU banks aré included in the scope of the
reporting entities.

! The expression ‘individual bank’ refers to a bamét belonging to a banking group that controls,
together with other entities and on the basis adcsfic agreements, banks, financial institutionsl dmancial
auxiliaries with a participating interest of at &#&®0 per cent of voting rights or capital.



3. CONTENT OF THE SURVEY

The purpose of this survey is to collect detailddrmation on bad loan exposures, collateral
or other guarantees mitigating their credit rigkg #he status of credit recovery procedures.

Reporting focuses exclusively on gross bad loanslyding partial write-offs), for amounts
greater than €100,000 at the reporting date anll eatinterparties resident in Italy. The thresholds
are set on a consolidated basis.

Reporting refers to on-balance-sheet exposures only
Reporting shall indicate which component of a grthaexposure refers to.

Italian counterparties of foreign components ofkmag groups shall normally be included in
the scope of the reporting. This, however, is o@lobecause of regulatory constraints in some
foreign countries. Intermediaries shall indicateettter they intend to avail themselves of this
option.

The survey contains 3 sets of information:

- Individual credit facilities: this includes ate relevant information at the individual credit
facility level, such as the vintage, duration, nemland type of guarantees assisting the credit
facility.

- Type of collateral: this includes all the relevdnformation on each type of collateral
securing each credit facility, such as its clasatibn, location, last appraisal, methodology (i.e.
reference to comparable market transactions orasgairmodels), date of last appraisal, grade of
privilege (i.e. first lien or higher), and the stsitof credit recovery procedures;

- Personal guarantees: this includes all the raleirformation on each guarantee securing
the credit facility, such as the type of guaranfoe. bank, credit consortia, natural person), its
rating, classification (non-performing or performgjnand the guaranteed amount.



4. REPORTING REQUIREMENTS

Reporting is made on a half-yearly basis (referetates: 31 December and 30 June) and
the reports must be transmitted to the Bank ofyltab later than 25 April and 25 October
after the reference dates.



5. REPORTING CURRENCY AND ROUNDING

The amounts are reported in euros.

Foreign exchange shall be translated at end-oibdegxchange rates communicated by
the ECB for the basket of currencies it consid&is. the other currencies, the exchange rates

that are periodically and electronically made aabié by the Bank of Italy shall appfy.

Data in euros shall be rounded down to the neavasie number for decimals equal to or
less than 50 cents and rounded up for decimalstgreéldan 50 cents.

Reuters, Telerate, etc..



6. SURVEY STRUCTURE

The survey contains 3 sets of information, corresjeg to individual credit facilities
and the collateral and guarantees securing them.

For each level there is an ID facility, represegtithe unique identifier of the credit
facility assigned by the reporting banking groupstand-alone bank and an ID instrument,
representing the unique identifier of an individirsdtrument identifying the technical form of
the relationship within the reporting banking grooapstand-alone bank.

If no information is reported, the value ‘1’ shak assigned the ‘negative reporting’ field
(section I, individual credit facility).



1. SECTION 1: INDIVIDUAL CREDIT FACILITY

Facility 1D
Unique identifier of the credit facility assigney the reporting banking group or stand-alone bank.

In the event of objective difficulties, the ID féity can take the same value as the ID instrument.

Instrument | D®
Unique identifier of an individual instrument thigentifies the technical form of the relationship
within the reporting banking group or stand-alomal

Credit register ID

Unique ID code assigned to the debtor in the Itabanking system according to Circular No. 139
of 11 February 1991.

Bank code
Unique identifier of the component of the bankimgup (as per the Bank of Italy’s register).

Syndicated loan
Information about participation of the credit fétgilin a ‘syndicated loan’.

Attributes:
* Yes
« No

Default status
Classification of the debtor according to Banktafyl Circular No. 272 of 30 July 2008.

Attributes:
« Bad loans

Forborne status
Presence of forborne exposures pursuant to BattklgfCircular No. 272 of 30 July 2008.

Attributes:
 Yes
« No

RWA calculation

Calculation method for risk weighted assets of thellity. If an instrument comprises several
tranches based on different methods, the one aayéhie largest tranche shall normally be reported.
The calculation method used before credit riskgatibn (CRM) shall be reported.

% Together with other instruments, this can représersingle credit facility (for instance a mixed
commitment orfido promiscuo). Vice versa, several credit facilities can togathepresent a single instrument
(i.e. subject to payment transactions on an ordirbernk account).



Attributes:
 Standard
e Internal Model

Type of instrument
The type of contract that represents the instrument

Attributes:
e Deposits
e Current accounts
*  Credit cards
»  Other revolving instruments aside from credit saadd current accounts
* REPOs
» Commercial credits and advances
e Financial leasing
* Real estate mortgages
*  Other loans
»  Credit derivatives (with and without financial andn-financial guarantees)
e Other derivatives (financial derivatives)
»  Other accounts receivable/payable

Effectiveinterest rate (default classification)

The effective interest rate is the rate used faoanting purposes, at the reporting date, to cateul
bad loans’ carrying amount.

Date of first classification of default

End day of the month in which the debt was firsissified by the bank as ‘non-performing’ (for the
most recent default cycle only). In the event ofective difficulties, and for positions classified
being in default before 1 January 2004, the da®&lafanuary 2004 can conventionally be reported.

Exposure at the date of first classification of default

Overall gross exposure at the date of first classibon of default (for the most recent defaultleyc
only).

Date of first classification as a bad loan
End day of the month in which the debt was clasdiby the bank for the first time as a bad loan.

Exposure at the date of classification asa bad loan

Overall gross exposure at the date of classificaéie a bad loan. If non-performing loans (other
than those purchased by other institutions belangim the same banking group) have been
purchased, the value shall be entered in the balaheet at the purchase price (net of later partial
write-offs, if any). In the latter case, the threkhshall be calculated with reference to the paseh
price.

Overall gross exposure

10



The current book value (including accrued intergstjss of provisions, but net of partial write-offs
to this facility.

Cumulative partial write-offs

Cumulative up to date partial write-offs in the oetted amount of the facility when the bank
considers that part of the credit cannot be catigct

For counterparties with several connected facdjti@cilities that have been fully written-off shal
also be reported.

Specific provisions
Total value of cumulative provisions associatechwiite facility.

Overall net exposure (net of write-offsand provisions)
‘Overall gross exposure net of ‘write-offs’ andpéific provisions’.

Recovery procedure status

What action has been performed and what procedumngoing at the reporting date in order to
recover the outstanding amount.

Attributes:

* No action

* Formal notice

* Negotiating repayment plan

» Ongoing repayment plan

« Starting legal proceedints

« Pending the definition of legal proceedirigs
« Legal proceedings executifn

«  Waiting for cash collectioh

Type of recovery procedure®

4 ‘Starting legal proceedings’ means the phase immtetly after formal notice, if there has been no
positive outcome. It is usually accompanied by @dse-and-desist’ letter and an injunction to pay.

5 ‘Pending the definition of legal proceedings’ meafor example, a confiscation request.

% ‘Legal proceedings execution’ means, for examphe phase between the approval of confiscation
and the auction.

" The phase following the auction shall be reportsd ‘waiting for cash collection’; this category
usually also covers the attachment of salary, if.an

8 Consistency is requested between the fields ‘recpwprocedure status’ and ‘type of recovery
procedure’. Specifically, if ‘type of recovery predure’ has a different attribute to ‘not applicabléne field
‘recovery procedure status’ shall not be reported ‘mo action’ or ‘formal notice’. The field ‘recove
procedure status’ disregards the action of indialdinstitutions: for example, in the event of bauajtcy,
even if started by another entity, the field shadl reported either as ‘legal proceedings executmn‘waiting
for cash collection’.
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Type of recovery procedure (judicial or extra-judif on-going at the reporting date.

Attributes:
* Fallimento (bankruptcy)
» Liquidazione giudiziale o liquidazione coatta amministrativa (compulsory administrative
liquidation)
» Concordato preventivo (ordinary arrangement with creditors)
» Concordato fallimentare (arrangement with creditors without restructurpian)
* Voluntary liquidation
* Procedures foreseen for non-defaultable institsgtion
« OtheP
» Extra-judicial procedure
* Not applicable

If several recovery procedures are being performid respect to the same debtor, the attribute
should be referred to the procedure with the highesss exposures reported.

Date of Bankr uptcy™®
Date of filing for bankruptcy (if any).

Judicial court!?

Location of the judicial court responsible for th@nkruptcy procedure (if any).

® ‘Other refers to collective procedures. If theis neither a collective nor an extra-judicial
procedure, the field shall be reported as ‘not &gddle’. ‘Other’ also covers ‘extraordinary admitrigtions’,
which in the field ‘recovery procedure status’ dhdle reported as ‘pending the definition of legal
proceedings’ or ‘legal proceedings execution’, degi@g on the actual phase of the procedure.

10 A date of bankruptcy later than the reporting refece date will be accepted.

1 The field ‘judicial court’ is compulsory if the pe of recovery procedure indicated foresees its
existence (i.e. bankruptcy, ordinary arrangementthwicreditors, arrangement with creditors without
restructuring plan, compulsory administrative lidation).
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8. SECTION 2: TYPE OF COLLATERAL

Facility 1D

Unique identifier of the credit facility assigned khe reporting banking group or stand-alone
bank.

In the event of objective difficulties, the FagilitD can take the same value as the Instrument ID.

I nstrument | D2

Unique identifier of an individual instrument thigientifies the technical form of the relationship
within the reporting banking group or stand-aloaak

Collateral ID

Unique identifier of the collateral assigned by thporting banking group or stand-alone bank.

Privilege of the facility on the collateral (lien)"

Priority of satisfaction of the rights claimed dretpresent collateral by the credit corresponding t
the Facility ID.

Attributes:
e 1
. >1
* Leasing

* Not applicable

Estimate of privileged exposures

Estimated amount of credits with a higher claimjgority than the one corresponding to the
Facility ID (optional field).

Location of real estate collateral

Attributes:
e Collateral not located in a member state (country)
e Collateral located in a member state but not ity (NUTS3)
e Collateral located in Italy (city)
* Not applicable (if the collateral is not real es)at

12 Together with other instruments, this can représersingle credit facility (for instance a mixed
commitment orfido promiscuo). Vice versa, several credit facilities can togathepresent a single instrument
(i.e. subject to payment transactions on an ordirbernk account).

13 The attribute ‘not applicable’ is meant as residuBhe field ‘privilege of the facility on the
collateral (lien)’ means the actual privilege ofetltollateral. For example, in the case of a pledfeis
expected to be reported. Similarly, if, for exampéa institution has a second lien mortgage on lateral
and the first lien has already been reimbursed aanlcelled (or belongs to another institution in Seme
banking group), ‘1’ is expected to be reported.
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Type of collateral

Attributes:
* Real estate: residential
¢ Real estate: commercial
¢ Real estate: industrial
¢ Real estate: land
¢ Real estate: other
e Instrumental goods: industrial
e Instrumental goods: automotive
e Instrumental goods: aviation
« Instrumental goods: shipping

« Cash
« Equity
« Bonds

« Commodities
+ Other financial instruments
« Other

M ortgage share on the property

Portion of the property securing the credit, in tase of shared ownership. If the property belongs
to a single owner, the reported portion shall b@0T0

Type of right'*
Type of right that is subject to mortgage.
Attributes:

¢ Full ownership

e Bare ownership

* Usufruct

* Other

« Not Applicable

Value of collateral

Last available estimated amount of the collatetdha value. If there is a pool of assets securing
the same credit facility, the overall value canrbported as a single type of collateral (see field
below: ‘pool of assets’), provided that all theetsshave the same lien.

Exposur e covered by collater al
Contractually guaranteed exposure amount.

14 | easing is considered as full ownership and tfomeehas to be reported as such.
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Pool of assets

Presence of a number of assets that were pledgedllateral for the same credit facility, reported
as a single type of collateral.

Attributes:
 Yes
« No

Sharein the pool of thereporting institution

Value of the participation of the banking groupstaind-alone bank in the credit pooling, if there is
a credit pool. For non-syndicated loans, the dieadlateral value shall be reported.

Date of appraisal™

End day of the month on which the last appraisath& collateral evaluation was performed.
Appraisal means a certification from an entity Ioglimg or not to the institution.

If there is a periodical statistical or market (ireal estate) update of the collateral value,dhte
shall refer to the last analytical appraisal of ¢éimity belonging or not to the institution.

In the case of auction, last based auction value

Entry price of the last auction for the type oflat#ral. For credit pools, the overall collateralue
shall be reported.

Type of appraisal®
Type of the last available appraisal on the cotdte

Attributes:
e Counterparty estimation
» Creditor estimation
e Third-party estimation
«  Other type of estimatidh
* Not applicable

15 A date of appraisal later than the reporting refare date is accepted.

18 |f a real estate appraisal is reported as ‘expedgment’ in the field ‘mode of appraisal’, then it
shall have the following alternative attributes fhe field ‘type of appraisal’: ‘counterparty estitien’,
‘creditor estimation’, ‘third party estimation’, aording to the author of the judgment.

1" Exposures reported as ‘Indexation/Market paranstéexchange market’, * OTC market’,
‘model’, ‘other’ in the field ‘mode of appraisal’hall be reported as ‘other type of estimation’ hetfield
‘type of appraisal’.
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M ode of appraisal®®
Process used in the last available appraisal iarddcalculate the estimated collateral value.

Attributes:
* Exchange market
*  OTC market
* Indexation/market parameters

* Model
e Expert judgment
* Other

* Not applicable

On sitevisit

Physical on-site access to the collateral, in céseal estate collateral.

Attributes:
 Yes
« No

* Not applicable

State of enfor cement of collateral
What action has been performed at the reporting itadrder to serve and liquidate the collateral.

Attributes:
* No action
» Pending foreclosure
* Pending auction
» Waiting for cash collection

For auctions, the number of failed auctions
Number of auctions in which the collateral was bselal.

For auctions, date of first auction®®

End day of the month in which the first auction va$d in order to sell the collateral.

181t is worth clarifying that if a new judgment waxpressed by an expert after the appraisal during
the procedure of credit granting, ‘expert judgmeslitall be reported in the field ‘mode of appraisaven if
there was an update on the basis of indexation/etaparameters. The latter shall be reported onlyhi@
absence of non-statistical updates. By contrasfoaollateral fair value, the institution shakport the last
available value, also taking account of eventuatistical updates.

19 A date of first auction later than the reportirafearence date is accepted.
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9. SECTION 3: PERSONAL GUARANTEES

Facility 1D
Unique identifier of the credit facility assigney the reporting banking group or stand-alone bank.

In the event of objective difficulties, the FagilitD can take the same value as the instrument ID.

Instrument | D%
Unigue identifier of an individual instrument thadentifies the technical form of the
relationship within the reporting banking groupstand-alone bank.

Value of the guarantee

Contractual value of the guarantee.

Exposur e guar anteed
Exposure value contractually guaranteed.

Credit register 1D of the guarantor

Unique ID code given to the guarantor in the entméan banking system according to Circular No.
139 of 11 February 1991.

Type of guarantee
Type of guarantee by guarantor.

Attributes:
e Guarantee from government and public sector
¢ Guarantee from banks
¢ Guarantee from financial intermediaries: Confidi
¢ Guarantee from financial intermediaries: other
e Guarantee from non-financial companies
e Other personal guarantees
« Other

State of enforcement of guarantee

What action has been performed at the reporting olebrder to serve and liquidate the guarantee.
Optional field.

Attributes:
+« No action
* Waiting for cash collection
* Not available

20 Together with other instruments, this can représersingle credit facility (for instance a mixed
commitment orfido promiscuo). Vice versa, several credit facilities can togathepresent a single instrument
(i.e. subject to payment transactions on an ordirbernk account).
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When the guarantor is a client of the bank, guarantor classification status
Classification of the guarantor according to Bahkaly Circular No. 272 of 30 July 2008.

Attributes:
» Performing exposures
* Non-performing past-due
* Unlikely to pay (Bank of Italy definition)
* Bad loans
* Not applicable

Forborne status
Presence of forborne exposures pursuant to BattklgfCircular No. 272 of 30 July 2008

To be reported when there are guarantor clienth@bank. If the guarantor has both forborne and
non-forborne exposures, the criterion of prevalesteal apply.

Attributes:
 Yes
« No

* Not applicable

Credit rating of the guarantor

Credit quality step based on the external ratinthefguarantor. Optional field.

Attributes:
e AAA
e AA
e A
- BBB
e BB
e B
e CCC
e D

* Not applicable (for guarantors not subject to rgtin
* Not available

Probability of default

The probability of default associated with the gudior— as per the treatment prescribed in Article
178 of the Capital Requirements Regulation (CRR)isTield has been designed for IRB/RBA
banks, which should have this information in thsistems. Optional field.
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Estimate of unpledged assets

The present value of estimated recoveries from lipeidation of non-pledged assets of the
guarantor. Optional field.
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