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On Tuesday 31 May 2022 - first meeting at 5:00 p.m. and second meeting
at 5:30 p.m. - venue: Villa BAC, in via del Pubblico Precettore 31 - 47891
Falciano (Republic of San Marino), will hold the

SHAREHOLDERS’ MEETING
To discuss the following
AGENDA

1) Reports of the Board of Directors and the Board of Statutory Auditors;
presentation of the financial statements as of 31 December 2021 and related
decisions;

2) Renewal of appointment of the auditing firm AB&D S.p.A;

3) Determination of the amount to be allocated to charity.

Pursuant to Article 16 of the Articles of Association:

“Only shareholders who are registered in the shareholders’ register at least
five days before the date set for the first meeting are entitled to attend the
meeting.”

Pursuant to Article 20 of the Articles of Association:

“The meetingis duly constituted when it is attended by as many shareholders
who represent in person or by proxy:

- at least 65% of the share capital in first meeting;

- at least 50% of the share capital at second meeting.

At the first and second meeting, the Shareholders’ Meeting resolves by a
majority vote of the shares represented at the meeting.

San Marino, 3 May 2022 The Chairman of the Board of Directors
Biagio Bossone
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Macroeconomic scenario

The international context

The international economy' remains strongly affected by the pandemic.
The International Monetary Fund (IMF) recently reduced its 2022 growth
estimates in light of the spread of the Omicron variant and persistent
disruptions in global supply chains. Commodity prices have risen rapidly and
consumer inflation has broadly edged higher than before the pandemic. As
aresult, central banks calibrated the stance of monetary policy, announcing
pathways for the unwinding of bond-buying programs and preparing
markets for official interest rate hikes.

Risks to the growth outlook remain predominantly tilted to the downside,
not only because of the health emergency, but also because of high volatility
in commodity prices and financial assets. On the other hand, upside risks to
inflation prevail, especially for 2023, as tensions in commodity markets and
intermediate goods supply could persist for longer than expected.

IMF forecasts and global risks

On 25 January, the International Monetary Fund (IMF) published updates to
its October forecasts. The new estimates assume lower growth expectations
for the current year compared to the previous ones, mainly due to the new
restrictions introduced to stem the spread of the Omicron variant and the
persistent criticality in the supply chains. The world gross domestic product
should grow by 4.4% this year (table 1), with a downward revision of five
tenths of a percentage point compared to the October estimates. The
United States will have the largest downward revision of GDP, equal to 1.2
percentage points, stopping at 4.0%, while in the euro area the expected
growth will be reduced by 0.4 percentage points, to 3.9%. As regards
inflation, the IMF anticipates a still high price change in the current year
of 3.9% in advanced countries and 5.9% in developing countries. In 2023,
global gross domestic product is expected to increase by 3.8%, barely
more than in October’s estimates. According to the IMF, the risks to the
global picture remain tilted to the downside. In addition to uncertainties
about pandemic developments, supply bottlenecks and volatile commodity
prices, the IMF sees several risk factors for financial stability. Central banks
in advanced countries, which are facing above-target inflation increases,
may not be able to implement the reduction in monetary stimulus in an
orderly manner, i.e., without triggering excessive impacts on capital
flows to emerging countries; for the latter, there is also a specific factor
relating to housing market imbalances in China. In addition, there are the

" Source: upB economic note of February 2022.
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now structural risks of geopolitical tensions and adverse natural events,
including the climate emergency.

LATEST WORLD ECONOMIC
OUTLOOK GROWTH PROJECTIONS
ESTIMATE PROJECTIONS
(real GDP, annual percent change) 2021 2022 2023
World output 5.9 4.4 3.8
Advanced economies 5.0 3.9 2.6
United States 5.6 4.0 2.6
Euro area 5.2 3.9 2.5
Germany 2.7 3.8 2.5
France 6.7 3.5 1.8
Italy 6.2 3.8 2.2
Spain 4.9 5.8 3.8
Japan 1.6 3.3 1.8
United Kingdom 7.2 4.7 2.3
Canada 4.7 4.1 2.8
Other advanced economies 4.7 3.6 2.9
Emerging market and developing economies 6.5 4.8 4.7
Emerging and developing Asia 7.2 5.9 5.8
China 8.1 4.8 5.2
India 9.0 9.0 71
ASEAN-5 3.1 5.6 6.0
Emerging and developing Europe 6.5 3.5 2.9
Russia 4.5 2.8 2.1
Latin America and the Caribbean 6.8 2.4 2.6
Brazil 4.7 0.3 1.6
Mexico 5.3 2.8 2.7
Middle east and central Asia 4.2 4.3 3.6
Saudi Arabia 2.9 4.8 2.8
Sub-Saharan Africa 4.0 3.7 4.0
Nigeria 3.0 2.7 2.7
South Africa 4.6 1.9 1.4
Memorandum
Emerging market and middle-income economies 6.8 4.8 4.6
Low-income developing countries 3.1 5.3 5.5

IMF.org
Fonte: IMF, World Economic Outlook Update, Gennaio 2022
Note: For India, data and forecasts are presented on a fiscal year basis, with FY 2021/2022
starting in April 2021. For January 2022 WEO Update, India’s growth projections are 8.7
percent in 2022 and 6.6 percent in 2021 based on calendar year. For India the impact of the
Omicron variant is captured in the column for 2021 in the table.

Table 1 - IMF (2022) World Economic Outlook update, January.
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Commodity prices are very volatile

Since last summer, commodity prices have been highly volatile, affected
by the economic recovery, supply constraints and the evolution of the
pandemic. The price of oil embarked on an upward path until October, fell in
November and rose again in the last ten days of December; in recent days,
crude oil prices reached 90 dollars per barrel (table 2). Natural gas prices
have soared unprecedentedly; from values of just over $11 per megawatt-
hour at the end of December 2019, they reached $180 per megawatt-hour
on December 21. However, quotes are extremely volatile and returned to
around $90 per megawatt-hour in the final days of January. From the end
of November to the end of January, the dollar/euro exchange rate stabilized
at around 1.12, depreciating compared with the levels recorded at the
beginning of the summer (close to 1.20). The weakening of the European
currency was caused by expectations of an earlier normalization of monetary
policy by the Federal Reserve, due to the acceleration of consumer prices
and stronger economic activity in the United States.
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Table 2 - Oil price and exchange rate.

Inflation still up but market expectations remain anchored

The acceleration of prices, which began last year and was initially considered
a temporary phenomenon, is proving to be more persistent than expected.
The tendential change in consumer prices reached 7.0% in the United
States in December and 5.1% in the Euro area in January (Table 3). These
values represent the highest since June 1982 for the United States and
since July 1991 for the Euro area; overall in 2021 in the two areas average
annual inflation was 4.7% and 2.6%, the highest values since 1990 and 2008
respectively. In light of the most recent developments and in recognition of
the fact that the rise in inflation is likely to continue for longer than until
recently expected, central banks have begun to review their monetary policy
stance. The Fed, which had begun the normalisation process in November,
further reduced its monthly purchases of Treasury securities and mortgage
derivatives (to USD 20 billion and USD 10 billion respectively) at its January

Prezzo del Brent ($/barile)

Cambio $/ € (scala dx)
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meeting, announcing their end in March and anticipating an initial increase
in benchmark short-term interest rates. In Europe, in December the ECB
planned a reduction in asset purchases, until the component relating to the
pandemic plan was cancelled at the end of March. To partially compensate,
the Asset Purchase Programme (APP) was increased to €40 billion per
month in the second quarter and to 30 in the third, before returning to €20
billion per month from October onwards. Despite the continuous increases
in inflation on both sides of the Atlantic, operators’ expectations have
remained more or less unchanged in recent months. In particular, five-year
expectations for the euro area since November last year have been around
2.0%, while for the United States they are slightly higher, at around 2.5%
(Table 4). Estimates of inflation expectations inferable from financial assets
prices may be affected by the difficult identification of the risk component;
however, also expectations detected by surveys on consumer expectations
(both by the European Commission and the University of Michigan) show a
substantial stabilization since October, after several months of growth.

I 5 Servizi
N
|

Industriali

| - .
-'-| Alimentari

Energia

Totale

feb-20 ago-20 feb-21 ago-21 feb-22

Table 3 - Euro area inflation (annual percentage change and contributions).

Area dell’euro 2 anni

| w— |
Stati Uniti 2 anni

——

Stati Uniti 5 anni

Stati Uniti 10 anni
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Table 4 - Inflation expectations implicit in inflation swaps.

Area dell’auro 5 anni

Area dell’auro 10 anni

/

08 Consolidated
balance sheet



01 Corporate
position

02 Shareholders’ 03 Report of the 04 Financial statements 05 Explanatory 06 Auditors’ 07 Independent
board of directors representation notes report auditors’ report

meeting

Financial markets

After the major correction in March 20202, the world’s major stock markets
rose with few setbacks. America, in particular, had a banner year, with the
S&P 500 rising more than 25%.

A sentiment that was largely shared by Europe, where even an index that
before the pandemic did not offer exciting performances, such as the Ftse
Mib, gained 24.7%.

All this thanks to the rapid progress of the vaccination campaign, the fall of
many restrictions and the prospect of a recovery in consumption and travel.
Central bank policy, then, remained expansionary. And many governments
have put in place ambitious investment plans to revive the post-pandemic
economy. In the US they called it the Green New Deal, the European
counterpart was the Next Generation Eu.

Japan’s Nikkei, hit by the Asian pandemic and turmoil, performed less well
than its American and European peers. The Chinese stock market had fared
well in 2020, but experienced major hiccups in 2021. The government led by
President Xi Jinping has intervened on several occasions to limit the power
of its big tech.

At the end of 2021, it effectively halted the giant Antgroup ipo, while in the
summer it put in its sights some companies that had listed on Wall Street,
such as Didi Global, China’s Uber, which ended up under investigation by
the Cyberspace Administration of China on charges of “violating regulations
on the collection of personal data”. Then came the axe on the profits of
school tutoring companies, which were barred from foreign investment and
required to register as non-profits.

All factors that have frightened institutional investors, triggering a flurry of
sales that has caused lists such as the Hong Kong Hang Seng and the Ftse
China A50 to lose ground and the crisis in the Chinese real estate market,
which has pushed a giant such as Evergrande to the brink of default, whose
stock has lost over 90% of its value. Beijing and the Chinese central bank
are working to avoid a domino effect.

The sudden economic recovery has heated up commodity prices. The year
saw a surge in the price of copper and the downturn in semiconductors,
which are critical to the automotive industry and the production of many
electronic devices. There was also the sharp rise in energy supply costs,
with coal and natural gas prices soaring. The price of oil has also risen, with
Brent crude hitting $80 a barrel.

The energy crisis and the concomitant increase in consumption have
triggered an inflationary dynamic which is forcing the central banks to
intervene. In the meeting of 16.03.22 the FED decided to proceed with the

2 Article from AdviseOnly Editorial Staff.
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monetary tightening, increasing the interest rates of 25 points base.

A tightening of monetary policies could trigger a correction in equity
markets, but it is also true that excessively high inflation could dampen the
recovery and reduce corporate profits. Regulators will have the difficult task
of finding the right balance between the two.

Metaverse, cryptocurrencies and Nft: the redemption of the virtual?
Cryptocurrencies are always in the spotlight, with their vigorous rises but
also their mind-boggling volatility. The queen of the sector, Bitcoin, closed
2021 just below €41 thousand in valuation, from around 27 thousand at the
start of the year.

The topic of Nft, Not-fungible token, as a new financial instrument,
a cryptographic token that represents the deed and the certificate of
authenticity written on Blockchain of a unique asset, has been so much
deepened and discussed. But also of Metaverse, the parallel digital world
announced by Facebook which, for the occasion, has also changed its name
to Meta.

The Italian economy

Economic activity reaches levels just below pre—pandemic levels. In the
course of 2021, there was a rapid recovery of the Italian economy, also
favoured by the easing of the measures against the COVID-19. The jump
in GDP in the spring months (2.6% above the average for the second
quarter) was followed by a moderate increase in the final part of 2021. The
preliminary GDP estimate, released by Istat at the end of January, indicates
a cyclical growth of 0.6% in the October-December average. The level of
activity reached values half a percentage point below those at the end
of 2019, ahead of Germany but slightly behind France and the Euro area
(tab.5). The added value of industry and services expanded in the fourth
quarter, against a decline in the agricultural sector. On the demand side,
the positive contribution of the domestic component (gross of stocks) was
partially eroded by the negative contribution of net foreign demand. Overall,
in 2021, on the basis of the quarterly accounts, GDP increased by 6.5%
compared to the previous year, when it contracted by 8.9%; the statistical
drag for the current year is 2.4 percentage points.
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Table 5 - GDP of the Euro area and its three largest economies.

The sectoral economic indicators of the last few months are consistent
with a moderate expansionary phase, although there are many signs of a
slowdown. In the final part of 2021, the manufacturing PMI remained in the
expansion area, however, in January there was a decline, by almost two
points (to 58.3) compared to December; the deterioration reflected not only
continuing tensions in logistics, materials availability and production costs
but also the slowdown in orders and staff shortages due to COVID-19. The
composite index of business confidence, obtained as a weighted average
of sectoral climates, also stabilised in the fourth quarter compared to the
July-September average, while it worsened significantly in January.
Inflation rises again — Last year was characterised by marked price increases
across all expenditure items, including energy goods. Consumer inflation
averaged 1.9% for the year (up from -0.2 in 2020), the highest value
since 2012; over the course of 2021, tendential price changes gradually
strengthened, rising from one per cent in the spring months to around four
at the end of the year. Italian inflation in 2021 was still lower than that of
the Euro area (2.6 per cent), with respect to which the negative differential
widened, configuring gains in price competitiveness for exports.

Economic activity in 2021-23

The preliminary forecast for 2021 takes into account the cyclical increase
in GDP in the last quarter (0.6% according to the preliminary estimate of
ISTAT), on the basis of which GDP increased by 6.5% in 2021 (Table 1).
This year economic activity would continue to expand, by 3.9%; after a very
weak first quarter due to the pandemic recrudescence, growth is expected
to strengthen from the spring, taking advantage of the progressive
improvement in health conditions. By the current half of the year, activity
would reach end-2019 levels. In 2023, GDP would continue the gradual
path of normalisation, slowing to 1.9%, partly due to the less expansionary
stance of economic policies. The forecast assumes the full implementation
of the investment programmes of the NRP, agreed at the EU level, as well

Area dell’euro
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as the full effectiveness of the ECB’s monetary policy measures, which
are expected to gradually unwind starting this year. The set of stimulus
measures financed with European funds and with the budget package for
2022 would support GDP by approximately three percentage points in the

three—-year period 2021-23.

DESCRIPTION 2020 2021 2022 2023
INTERNATIONAL EXOGENOUS
International Trade -8,6 10,3 5,5 4,2
Oil price (Brent, dollars per barrel) 41,8 70,7 84,3 77,4
Dollar/euro exchange rate 1,14 1,18 1,13 1,15
ITALIAN FRAMEWORK
GDP -8,9 6,5 3,9 1,9
imports of goods and services -12,9 12,4 5,8 5,8
Domestic final consumption -7,8 4,1 3,2 1,9
o Househo|dand |spconsumpt|0n .............................. _10’7 e 5,1 .......... 4'2 .......... 2'7
PAEXpendlture1,91 .......... 0,1 ......... _0’4
Investment -9,2 16,1 6,5 4,9
Exports Goods and Services -14 12,7 5,9 3,8
CONTRIBUTIONS TO GDP GROWTH
Net exports -0,8 0,5 0,2 -0,5
Stocks -0,4 -0,1 0,0 -0,1
Domestic demand net of inventories 7,7 6,0 3,7 2,4
PRICES AND NOMINAL GROWTH
Imports deflator -4,1 71 5,2 0,6
Export deflator -0,5 4,4 3,7 0,8
Consumption deflator -0,3 1,9 3,6 1,8
GDP deflator 1,2 1,3 2,5 1,7
Nominal GDP -7,9 7,9 6,5 3,6
LABOR MARKET
Labor cost per employee 2,8 1,4 1,7 1,9
Employment (working units per year) -10,3 6,1 4,2 1,8
Unemployment rate 9,3 9,5 9,1 8,9

Table 6 - Forecast of the italian economy (1).

(1) Percentage changes, except for contributions to GDP growth (percentage points), the
rate of unemployment (percentage), exchange rate and oil price (levels). Due to the effect of
rounding on growth rates, to the first decimal place, the sum of changes in quantities in volume

and related deflators may not coincide with nominal dynamics.
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The Russian—-Ukrainian crisis

The crisis between Russia and Ukraine is progressing at a rapid pace,
but there remains great uncertainty about what form the military conflict
might take3.

Further military escalation would likely have global macroeconomic
implications. European natural gas and oil prices could remain at very high
levels. Meanwhile, prices of some metals (e.qg., aluminum) and agricultural
commodities (e.g., wheat) have also risen sharply as Russia and Ukraine
are among the largest producers. Rising commodity prices would push up
headline inflation further, which in turn could give central banks another
reason to raise interest rates.

Regardless of how the current crisis unravels, there could be long-term
consequences. The crisis could accelerate decoupling - a reduction in
economic and trade ties — between Russia and the United States. The EU
is likely to face intense pressure to reduce its energy dependence on, and
cooperation with, Moscow. There could also be implications for the speed
of decoupling between the US and China, as relations between Beijing and
Moscow appear to be closer than ever. A more fragmented world would,
no doubt, experience more flare—ups of geopolitical tensions, potentially
leading to greater market volatility.

The San Marino scenario

At the end of its 2021 annual mission, in accordance with art. 4 of its Articles
of Association, the International Monetary Fund underlined the “resilience”
of the Titan in the face of the pandemic challenge and the effectiveness
of the vaccination campaign, in which the Republic of San Marino was a
world leader in terms of speed and population coverage. Specifically, the
package of policies aimed at supporting the economic fabric was particularly
appreciated: the expansion of the redundancy fund, moratoria and extension
of tax deadlines to support the liquidity of the private sector, all crucial
steps to avoid bankruptcies, mass lay-offs and to maintain confidence in
the system. Exports, imports, domestic consumption, employment and
government revenues are now above pre—pandemic levels.

Once the economy stabilized, in late 2020 San Marino gained access to
international capital markets for the first time in the country’s history. It first
obtained a bilateral loan and then, in early 2021, issued a Eurobond. This
allowed San Marino to provide additional budgetary resources in the form of
grants to the economic sectors most affected by the pandemic.

3 Article from “La Repubblica” Emerging Market Economist of Abrdn.

08 Consolidated
balance sheet



01 Corporate
position

02 Shareholders’ 03 Report of the 04 Financial statements 05 Explanatory 06 Auditors’ 07 Independent
board of directors representation notes report auditors’ report

meeting

Ambitious steps have been taken to address the problems in the banking
sector inherited from the past. A €455 million perpetual bond (33% of GDP)
was issued to cover the past losses of the public bank Cassa di Risparmio
di San Marino (CRSM). At the same time, CRSM’s liquidity was brought to
a reasonable level through the early redemption of a €94 million bond by
the government. The Central Bank of San Marino (CBSM) intensified its
supervisory efforts, revised the regulations of the tests of good standing and
professionalism, and revoked the license of Banca Nazionale Sammarinese
(BNS), formerly Banca CIS, now converted into a public asset recovery
institution with a government guarantee on all bondholders. Despite efforts
to improve the efficiency of the banking sector by reducing overall costs,
the process has stalled and cost-income ratios remain high. However, at
the same time, confidence has been significantly boosted, as evidenced by
the recent increase in bank deposits. Addressing the large amount of Non-
Performing Loans (NPLs) remains the banking system’s key challenge.
Plans to follow the ECB’s timeline-based guidelines for resolution of legacy
NPLs are welcomed and will ensure that going forward, banks address
NPL resolution in a timely manner. The strong response to the pandemic,
and especially the substantial public support to the financial system, has
significantly increased public debt. Official government debt increased from
32% of GDP at the end of 2019 to 105% of GDP. At the same time, central
government deposits increased to 15% of GDP. Public debt is expected to
peak this year and decline moderately thereafter. However, this trend is
not robust enough to cope with most potential shocks. The extremely high
size of the Eurobond poses new challenges in the event of less favourable
international financial conditions. Although San Marino’s interest payments
are expected to remain manageable, at below 3% of GDP, the size of the
Eurobond and its short three-year maturity imply that San Marino’s gross
financing needs will rise to a daunting 24% of GDP in 2024, which represents
a key new challenge for the country. Reforms that preserve and sustain
macroeconomic stability should be complemented by structural reforms
needed to stimulate long-term growth. An ambitious plan to improve the
business climate is being developed, consisting of digitalisation and cutting
red tape, while further integration with the EU is being pursued.

Main interventions of the Financial Law no. 207 of 22 December 2021
In relation to this legislation, it should be noted that, in case of liquidity
needs, the State will be able to issue up to €150 million of Public Debt
Securities to be placed on the domestic or international market, by 31
December 2022. In April 2022, the State Congress announced the issuance
of adomestic bond. ‘The first attempt at an in—house, domestic bond issue’.
It will be the equivalent of a Bot. It will have a term of one year with an
interest rate close to domestic rates, lower than issues already made in the
markets. As far as the amount is concerned, it will be 50 million, to be used
for investment activities in infrastructures or for recovery activities in tourist
or institutional areas. This issue can be an investment opportunity for San
Marino citizens, especially for those who have regained confidence in the
San Marino system and want to bring economic and financial resources back
to the Republic.
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Article 4 introduces a tax to encourage the repatriation of capital held
abroad, aimed at individuals who have been resident in the territory for
more than five continuous years, and will concern investments in securities
or financial products and sums of money deposited in accounts or savings
books exceeding €20,000. A proportional tax rate of 0.2% will be applied.
Pension Funds are also under the spotlight: a Decree will be issued to
address the critical management issues of Fondiss.

San Marino innovation and blockchain

The year 2021 marks a significant increase of the reality of San Marino
Innovation; in fact, 75 High-Tech Companies are now operating in the
Republic, working under the innovation regime. These companies operate
in different fields, from industry to services, including the health and
biological sectors, and currently employ 127 workers. These numbers are
even more important if compared to a peculiarity at the basis of the High-
Tech Companies: the specialisation they have and offer, contributing in a
decisive way to the growth of the know-how present in San Marino. This is,
in short, the added value of San Marino Innovation, which has encountered
a growing interest on the part of the business world in the innovation sector,
so much so that, in the course of 2021, as many as 51 requests for evaluation
to access the innovation regime were received.

Blockchain is synonymous with opportunity: the opportunity to innovate,
but also to create a space for cultural exchange, where technology and
innovation are mixed to spread new messages, new imagery and new
perspectives. San Marino Innovation has organized a Workshop dedicated
to operators in the sector, but also to companies and professionals
interested in the opportunities offered by this technology. The aim of the
course is not only to have a first moment of in-depth study and training
for professionals in the sector on issues related to blockchain and virtual
assets, but also to mark the beginning of a path that involves all companies,
professionals and operators in the sector and gives them new tools, with a
view to consolidate that innovative ecosystem, strategic for the Republic.
New business opportunities for the future are represented by the services
offered by blockchain technology, Smart Contracts and Tokens, up to the
storage of cryptocurrencies.

Statistical economic report

The Statistical Economic Report of 20.11.21, which accompanies the
presentation of the Annual and Multi-Year Forecast Budgets of the State
and Public Entities to the Great and General Council, shows that, compared
with the forecasts published in April 2021 by the IMF, which showed a
reduction in gross domestic product of 9.7 percentage points for 2020, the
estimates were revised upward in the latest report of October 2021 (Weo),
indicating a reduction of -6.5 percentage points in output. Estimates for
2021 were also revised upward from an estimated +4.5 percentage point
growth in April to a projected +5.5 percentage point growth in October.
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Variazione % PIL,

in volume

PROJECTED EVOLUTION OF GROSS DOMESTIC PRODUCT

2018 2019 2020 2021 2022 2023 2024
France 1,8 1,8 -8,0 6,3 3,9 1,8 1,5
Germany 11 11 -4,6 3,1 4,6 1,6 1,4
Italy 0,9 0,3 -8,9 5,8 4,2 1,6 1,0
San Marino 1,5 2,4 -6,5 5,5 3,7 1,5 1,3
Spain 2,3 2,1 -10,8 5,7 6,4 2,6 2,0
United Kingdom 1,3 1,4 -9,8 6,8 5,0 1,9 1,6

10

2022

2023 2024

Titolo asse

Table 7 - Projected evolution of Gross Domestic Product.

The manufacturing sector is reconfirmed as the most important sector in
2020, with a contribution of 33.53%, followed by the Public Administration
and Defence sector; compulsory social insurance with 15.23% and the
wholesale and retail trade; repair of motor vehicles and motorcycles

with 13.35%.

Regno Unito
Francia

Spagna

Germania

Italia

San Marino
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Economic activity sector
(ATECO) 2018 2019 2020
Agriculture, forestry and fishing 0,02% 0,02% 0,02%
Manufacturing activities 34,77% 32,93% 33,53%
Water Supply; sewerage netwo_rks_, o 0,17% 0,23% 0,32%
waste management and remediation activities
Construction 4,18% 4,28% 4,09%
Whol_esale and reta_ll trade; 12,41% 12,49% 13,35%
repair of motor vehicles and motorcycles
Transportation and warehousing 2,55% 2,46% 2,08%
Accommodation and food services activities 2,01% 2,14% 1,34%
Information and communication services 4,39% 4,78% 5,18%
Financial and insurance activities 5,38% 5,17% 4,56%
Real estate activities 6,77% 6,80% 7,05%
Professional, scientific and technical activities 6,38% 7,20% 8,05%
Rental, travel agencies, business support services 2,22% 2,90% 1,81%
Public admlnlstrah_on and defense; 14,72% 14,51% 15,23%
compulsory social insurance
Education 0,09% 0,15% 0,23%
Health care and social assistance 1,19% 1,22% 1,10%
Arts, sports activities, entertainment and amusement 1,63% 1,62% 1,17%
Other Service Activities 1,12% 1,11% 0,91%

Banking system data*

In the quarterly information bulletin referring to the statistical data of the
banking system as of 31 December 2021, the summary indicates that the
regulatory and legislative part was a relevant feature of the fourth quarter
of 2021. Several delegated decrees were issued with which the Great and
General Council continued on the path of alignment towards regulatory
standards in financial matters, consistent with the Monetary Convention
signed by the Republic of San Marino. Other measures concerned the
company Poste San Marino, refunds to SMI trustees and the closure of
liquidation procedures. Measures were issued on the custody of assets in
order to expand the services offered related to new technologies. As for
the structure of the financial system, 12 companies are registered in the
Register of Authorised Subjects, four of which are banks. The presence
of a new foreign financial company authorised to operate under the PSSS
regime (provision of services without establishment) was noted. Compared
to the previous quarter: savings deposits as of 31.12.21 increased by

4 Source: Quarterly Bulletin CBSM-data as of 31-12-21.
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€51 million (eop amounted to €3,614 million) for +1.4%, amounts due
to customers increased by €106 million, while payables represented by
financial instruments decreased by €55 million. These variances are related
to the transfer of deposits from an institutional entity from the Central
Bank to the banking system, liquidity contributions from customers and
the repayment of Certificates of Deposit and bank bonds contributed to
the increase in amounts due to customers. Indirect deposits increased
by €45 million to €1,901 million (+2.4%), with all components (asset
management, custody and administration and depository bank activities)
increasing. Compared to the third quarter of 2021, gross loans to customers
decreased by €48 million, and gross non—performing loans decreased by
€24 million. Net loans to customers (€1,310 million), decreased by €44
million (-3.2%). The above changes mainly refer to the maturities of loans,
the write-off of loans considered no longer collectible and the extinction of
loans by entering into settlement agreements with acquisition of the asset
pledged as collateral. As of 31.12.21, shareholders’ equity of the banking
system amounted to €277 million, up by €29 million (+ 11.6%) compared
to 30.09.21. This difference is attributable to the coverage of the loss for
the year 2020 of Cassa di Risparmio di San Marino (€26.9 million) by the
State and the results of the banking system (+ €1.4 million compared to
30.09.21):

03 Report of the 04 Financial statements 05 Explanatory 06 Auditors’ 07 Independent
board of directors representation notes report auditors’ report

San Marino banking system 30/09/2021  31/12/2021 Delta ctv Delta %
Total deposits 5.420 5.515 95 1,75%
Direct deposits 3.564 3.614 50 1,40%
Savings deposits 3.563 3.614 51 1,4%
. Dueto Cu Stomers .......................................... 2469 ........... 2575 ............ 106 .......... 4 3% .
Debts represented by financial instruments oot 103 S5 5,0%
Interbank deposits 1 1 -1 -59,0%
Indirect Deposits 1.855 1.901 45 2,4%
Gross loans to customers (including leasing) 2.223 2.175 -48 -2,2%
of which doubtful loans 1.347 1.320 =27 -2,0%
Net loans to customers (including leasing) 1.353 1.310 -43 -3,2%
of which doubtful loans 485 462 -23 -4,8%
Net equity 248 277 29 11,6%

Data source: “Central Bank RSM, information bulletin Q4 2021, data in millions of euros”.
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The evolution of the regulatory framework and
compliance activities

San Marino legislation and regulations and
compliance activities

During the year 2021, the Compliance Function of the BAC Group adapted
internal regulations, procedures and processes to the San Marino regulatory
framework.

The primary legislation enacted by the Legislature, given the continuation
of the Covid-19 state of health emergency, mainly concerns provisions on
the subject and consequent interventions in the economic sphere. Also of
note are the Laws containing amending provisions on matters of procedure
and civil law, and supplementary measures for the securitization of loans.

Banking and financial regulation

With regard to banking and financial matters, the evolution of the requlatory
framework of the Republic of San Marino continued with the implementation
of further Community Directives (the “acquis communautaire” in financial
matters) as set forth in the Monetary Agreement signed between the
Republic of San Marino and the European Union on 27 March 2012, made
executive with Council Decree no. 120 of 7 August 2012.

The Regulations issued by the Central Bank of the Republic of San Marino in
the year 2021 are cited below:

Regulation 2021-01

“Miscellaneous Targeted Revisions to Existing Supervisory Provisions”,
which came into force on 17.05.2021, strengthens the regulatory standards
on the effectiveness of the system of internal controls, supervision of
organisational structures and clarity of financial statement disclosures.

Regulation 2021-02

“Regulation on financial companies’ hardship procedures”, which came
into force on 16.07.2021, regulates the hardship procedures by including
in a single measure, with a predominantly procedural content, both
the extraordinary procedures under Law no. 165 of 17 November 2005
and subsequent amendments (suspension of administrative bodies,
extraordinary administration, administrative compulsory liquidation), and
the bank resolution procedure under Law 102/2019.

23 ©



01 Corporate 02 Shareholders’ 03 Report of the 04 Financial statements 05 Explanatory 06 Auditors’ 07 Independent 08 Consolidated
position meeting board of directors representation notes report auditors’ report balance sheet

Regulation 2021-03

“Regulation for the custody service of virtual assets by Banks”, which
entered into force on 15.10.2021 implements article 10 of Delegated Decree
no.111 of 23 June 2021 and regulates the provision in the Republic of San
Marino, of the virtual asset custody service reserved to Banks authorized
pursuant to Law no.165 of 17 November 2005 and subsequent amendments.

The following measures of interest to the banking system are also mentioned:

Delegated Decree No. 84 of 30 April 2021 “Review and update of the
current regulations on the protection of natural persons with regard to the
processing of personal data referred to in Law 171/2018” and Delegated
Decree No. 138 of 19 July 2021 “Ratification of Delegated Decree No.
84 of 30 April 2021 - Review and update of the current regulations on the
protection of natural persons with regard to the processing of personal data
referred to in Law No. 171 of 21 December 2018”.

The innovations introduced essentially concern the Guarantor
Authority and its functions, modifying both the aspects concerning the
collaboration between the Authority and the Data Controllers, as well as the
sanctioning mechanism.

Delegated Decree No. 87 of 10 May 2021 “Rules on virtual asset custody
service” and Delegated Decree No. 111 of 23 June 2021 (Ratification of
Delegated Decree No. 87 of 10 May 2021) “Rules on virtual asset custody
service”.

The measure regulates the procedures for the ancillary provision of virtual
asset custody services. Banks intending to apply for authorisation from the
Central Bank of the Republic of San Marino are required to adopt adequate
procedures to safeguard customers’ property rights.

Delegated Decree No. 90 of 17 May 2021

“Amendments to Law No. 47 of 23 February 2006, as amended - Companies
Law”. The measure is part of a broader project for the reform of company
law aimed at reforming the parts relating to the establishment of the
Register of Companies and the related obligations, for professionals, of
transmission and filing of acts. It should be noted that these changes are
mainly of a “technical” nature, through the on-line display of the Register
of Companies to supervised entities pursuant to Law 165/2005, as well as to
qualified Professionals and other entities indicated in specific Regulations
approved by the Congress of State.

Law no.154 of 27 August 2021

“Provisions on civil procedure and civil law”. The measure entered into
force on 01.09.2021, amending art.148 of Law no.165 of 17 November
2005, introduces changes to the institution of the “Marciano Pact” and the
documental summary procedure. Further novelties introduced concern the
provisions on the limits to attachability and on the sale of assets subject to
enforcement.
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Law no. 157 of 30 August 2021

“Measures and instruments for the securitization of credits”. The
measure, which came into force on 04.09.2021, contains the regulation
of securitisations in general, in particular the transactions for the sale of
securitised assets (both existing and future pecuniary loans, identifiable en
bloc if they are a plurality of loans orimmovable or movable registered assets
and rights in rem or even personal rights if they relate to the same assets). A
part of the regulation is specifically dedicated to the securitization of public
interest having as its object banking assets, which include doubtful and
non-performing loans (together with the real and personal guarantees that
assist them), performing loans, non-instrumental assets, real or movable
property already registered, already acquired for debt collection or for
aggregation and securities transactions.

Delegated Decree No. 175 of 14 October 2021

“Amendments to Law No. 101 of 29 July 2013 in transposition of Council
Regulation (EU) 2015/159, B.C.E. Decisions (EU) 2019/2195 and 2020/2090
and B.C.E. Guideline (EU) 2020/2091”. The measure supplements and
amends the text of Law 101/2013 “Collection of Provisions on Banknotes
and Coins” and presupposes the adoption of implementing rules by the
Central Bank.

Ordinary Law No. 183 of 29 October 2021

“Variation to the Budget of the State and the Entities of the Enlarged Public
Sector for the financial year 2021 and amendments to Law no. 223 of 23
December 2020”. The measure which came into force on 3 November 2021
contains the repeal of the Statistical Currency Communications and the
extension of special rules on real estate headers related to leasing.

Delegated Decree no. 193 of 30 November 2021

“Provisions on fraud and counterfeiting of non-cash means of payment in
transposition of EU Directive 2019/713”. The Decree aimed at transposing
EU Directive 2019/713 on combating fraud and counterfeiting of non-cash
means of payment, introduces amendments and additions to the Criminal
Code and updates Annex 2-bis of Law no. 165 of 17 November 2005, as
amended.

Delegated Decree No. 196 dated 7 December 2021

“New provisions on the declaration of assets, financial assets and company
shares held abroad - Amendments to Delegated Decree no. 199 dated 13
November 2020”’. The Decree regulates the obligations to declare assets,
financial assets and company shares held abroad, susceptible to produce
income, by natural persons, legally recognized associations, foundations,
trusts and fiduciary trusts, tax residents in the Republic of San Marino, in
order to monitor the correct fulfilment of tax obligations in relation to income
wherever produced pursuant to Law no.166 of 16 December 2013 “General
Income Tax”.
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Law no. 207 of 22 December 2021

“Budget of the State and Public Entities for the 2022 financial year
and 2022/2024 Multi-Year Budgets”, containing rules on subsidised
loans, ecobonus for the energy requalification of existing buildings and
sismabonus for the reduction of seismic risk. The 2022 Budget Law also
contains provisions for the recalculation of the purchase values of equity
investments and financial instruments and programmatic rules concerning
interventions for the reorganisation and optimisation of resources for
employment policies and active policies to strengthen the financial system,
and extraordinary measures for the containment and management of the
Covid—-19 pandemic.

Delegated Decree No. 211 of 24 December 2021

“Provisions on financial matters in transposition of EU Regulations
648/2012, 909/2014, 2365/2015 and 1011/2016”. The measure aimed at the
Transposition of the above-mentioned EU Regulations in financial matters
presupposes the adoption of implementing rules by the Central Bank.
Mention should also be made of the provisions amending Law no. 31 of 18
February 1998 “Framework law on health and safety in the workplace”:

Law no.191 of 26 November 2021
“Amendments to Law no.31 of 18 February 1998 — Framework law on safety
and health in the workplace”.

Delegated Decree no.202 of 15 December 2021
“Protection of the safety and health of workers who carry out activities on
equipment fitted with video terminals”.
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Anti-money laundering legislation and regulations

In the field of anti-money laundering the measures and publications FIA are
presented below:

Congress of State Resolution no. 16 of 12 April 2021
“Update on High-Risk Countries pursuant to Article 16 undicies of Law
92/2008".

Congress of State Resolution no.15 of 20 December 2021
“Update on High-Risk Countries pursuant to Article 16 undicies of Law
92/2008".

FIA Newsletter 2021/01 published on 20.01.2021

“News related to the fight against money laundering and terrorist financing
published on the main national and international websites”, which aims
to provide useful information for the prevention and fight against money
laundering and terrorist financing. The publication identifies case histories,
indicators, trends and patterns of money laundering and terrorist financing
that facilitate the identification of suspicious transactions.

FIA Newsletter 2021/02 published on 07.04.2021

“News related to the fight against money laundering and terrorist financing
published on the main national and international websites”, in which are
highlighted the contexts at risk of possible illicit operations related to the
exploitation of vulnerabilities related to the Covid-19 pandemic.

FIA Newsletter 2021/03 published on 07.06.2021

“News related to the fight against money laundering and terrorist financing
published on the main national and international websites”, reporting the
latest trends found in the recent investigation activities in order to grasp
the patterns by which money laundering and money laundering predicate
offences are perpetrated. The criminal activities triggered by the pandemic
will not end with the fading of the health emergency and monitoring is
essential in order to interpret any signs of anomalies.

FIA Newsletter 2021/04 published on 06.10.2021

“News related to the fight against money laundering and terrorist financing
published on the main national and international websites”, in which risk
contextsandsignsofanomaliesarehighlightedin ordertocomply consciously
with the obligations of due diligence and reporting requirements.

FIA Newsletter 2021/05 published on 13.01.2022

“News related to the fight against money laundering and terrorist financing
published on the main national and international websites”, reporting the
latest trends related to the economic sectors most involved in the Italian
and European investigations.
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Main legislative measures in the San Marino legal system

Regulatory reference

Title

Decree Law no.1 of 5 January 2021

“Additional provisions to combat the spread
of the COVID-19 outbreak”.

Decree Law no.4 of 14 January 2021

“Extension of provisions to combat the
spread of the COVID-19 outbreak and
additional measures in education”.

Decree Law no. 6 of 26 January 2021
(Ratification of Decree Law no. 224 of
31 December 2020)

“Extraordinary economic interventions in
support of the economic emergency caused
by COVID-19”.

Delegated Decree no.7 of 27 January 2021

“Transitional provisions for the presentation
of the financial statements of economic
operators”.

FIA Newsletter 2021/01
published 20.01.2021

“News related to the fight against
money laundering and terrorist financing
published on major national and
international websites”.

Decree Law No. 14 of 29 January 2021
(Ratification of Decree Law No. 206 of
26 November 2020)

“Additional provisions to combat the spread
of the COVID-19 outbreak”.

Decree Law no. 15 of 29 January 2021

“Extension and amendment of
provisions to combat the spread of the
COVID-19 outbreak”.

Regulation no. 2 of 4 February 2021

Amendments to Regulation no.3 of 11 May
2020 “Implementing provisions Decree
Law no.63 of 21 April 2020 Interventions in
the economic sphere and for the support
of families, businesses, self-employed
workers and freelancers to address the
emergency Covid-19”.

Delegated Decree no. 18 of 4 February 2021

“Revision of the rules on stamp duty and
electronic submission of applications and
requests by the Administration”.

Delegated Decree no. 20 of
12 February 2021

“Change in the cost of living and the
relevant coefficients referred to in Article
32, paragraph nine, of Law no 15 of 11
February 1983, as amended”.

Delegated Decree no. 21 of
12 February 2021

“Determination of the maximum annual
remuneration referred to in Article 32(6)
of Law No 15 of 11 February 1983, as
amended”.

Decree Law no. 22 of 12 February 2021

“Updating and extending the
provisions to counter the spread of the
COVID-19 outbreak”.

Delegated Decree no.25 of
22 February 2021

“Amendments to Delegated Decree no. 44
of 27 April 2012 - Environmental Code and
subsequent amendments - Incentives for
proper waste management”.

Decree Law no. 46 of 27 February 2021

“Reinforcement and containment measures
to promote the effectiveness of the
COVID-19 vaccine campaign”.
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Delegated Decree no.49 of 4 March 2021

“Extraordinary support and relief measures
to support economic operators following the
COVID-19 health emergency”.

Delegated Decree no.51 of 11 March 2021

“Definition of the Maximum Spread and the
nominal interest rate to be applied until 30
September 2021 to loans assisted by the
State contribution referred to in Law no. 44
of 31 March 2015, as amended”.

Decree Law no.52 of 18 March 2021

“Enhancement  and extension of
measures to counter the spread of the
COVID-19 outbreak”.

Decree Law no. 57 of 23 March 2021
(Ratification of Decree Law no. 46 of
27 February 2021)

“Reinforcement and containment measures
to promote the effectiveness of the
COVID-19 vaccination campaign”.

Decree Law no. 58 of 23 March 2021
(Ratification of Decree Law no. 52 of
18 March 2021)

“Enhancement and extension of
measures to counter the spread of the
COVID-19 outbreak”.

Delegated Decree no. 60 of 26 March 2021
(Ratification of Delegated Decree no. 49 of
4 March 2021)

“Extraordinary support and relief measures
to support economic operators following the
COVID-19 health emergency”.

Delegated Decree no. 61 of 29 March 2021
(Ratification of Delegated Decree no. 18 of
4 February 2021)

“Revision of the rules on stamp duty and
electronic submission of applications and
requests by the Administration”.

Decree Law no. 62 of 31 March 2021

“Enhancement and further extension of
measures to counter the spread of the
COVID-19 outbreak”.

Decree Law no. 63 of 8 April 2021

“Provisions for a gradual relaxation of
management measures for the COVID-19
outbreak”.

FIA Newsletter 2021/02
published 07.04.2021

“News related to the fight against money
laundering and terrorist financing published
on major national and international
websites”.

Congress of State Resolution No. 16 of
12 April 2021

“Update on High-Risk Countries pursuant
to art.16 undicies of Law 92/2008”.

Decree Law no. 72 of 28 April 2021
(Ratification of Decree Law no. 63 of
8 April 2021)

“Provisions for a gradual relaxation
of management measures for the
COVID-19 outbreak”.

Delegated Decree no.73 of 29 April 2021

“Interventions to support families as well
as economic operators following the health
emergency from COVID-19 - Amendments
to the Decree Law no.91 of 26 May 2020
and the Delegated Decree no.60 of
26 March 2021”.

Delegated Decree no.84 of 30 April 2021

“Review and update of the current
regulations on the protection of natural
persons with regard to the processing of
personal data referred to in Law 171/2018”

Decree Law no.85 of 30 April 2021

“Additional  provisions for relaxation
of management measures for the
COVID-19 outbreak".

Delegated Decree no.87 of 10 May 2021

“Rules on the custody service of
virtual assets”.

CBSM Regulation 2021-01

“Miscellany of Targeted Revisions to
Existing Supervisory Provisions”.
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Decree Law no0.88 of 13 May 2021

“Amendments to Law no. 118 of 28 June
2010 and subsequent amendments - Law
on the entry and stay of foreigners in
the Republic”.

Delegated Decree no.90 of 17 May 2021

“Amendments to Law no. 47 of 23 February
2006 and subsequent amendments -
Company Law”.

Delegated Decree no.91 of 20 May 2021
(Ratification of Delegated Decree no.25 of
22 February 2021)

“Amendments to Delegated Decree no. 44
of 27 April 2012 - Environmental Code and
subsequent amendments - Incentives for
proper waste management”.

Delegated Decree no. 95 of 25 May 2021
(Ratification of Delegated Decree no. 73 of
29 April 2021)

“Ratification of Delegated Decree no.73
of 29 April 2021 - Interventions to support
families as well as economic operators
following the health emergency from
COVID-19 - Amendments to the Decree Law
no.91 of 26 May 2020 and Delegated Decree
no.60 of 26 March 2021”.

Decree Law no.97 of 1 June 2021

“Update of provisions for relaxation
of management measures for the
COVID-19 outbreak”.

Errata corrige Decree Law no.97 of
1 June 2021

“Update of provisions for relaxation
of management measures for the
COVID-19 outbreak”.

Delegated Decree no.98 of 2 June 2021

“Single Document of San Marino

Contribution Regularity (DURCS)”.

Delegated Decree no.100 of 2 June 2021

“Rent adjustment for residential buildings”.

Delegated Decree no.101 of 2 June 2021

“Rent update for buildings used for
professional, businessand social activities”.

FIA Newsletter 2021/03
published 03.06.2021

“News related to the fight against
money laundering and terrorist financing
published on major national and
international websites”.

Decree Law no. 107 of 16 June 2021
(Ratification of Decree Law no. 97 of
1 June 2021)

“Update of provisions for relaxation
of management measures for the
COVID-19 outbreak”.

Delegated Decree no.111 of 23 June 2021
(Ratification of Delegated Decree no.87 of
10 May 2021)

“Rules on the custody service of virtual
assets”.

Delegated Decree no. 117 of 25 June 2021
(Ratification of Delegated Decree no. 98 of
2 June 2021)

“Single Document of San Marino

Contribution Regularity (DURCS)”.

Decree Law no.118 of 25 June 2021

“Urgent measures on the financial system of
San Marino”.

Decree Law no.121 of 29 June 2021

“Extension of special interventions in the
field of collective redundancies and social
safety nets”.

Decree Law no.124 of 30 June 2021

“Extension of provisions for relaxation of
management measures for the COVID-19
outbreak and additional measures”.

Decree Law no.133 of 19 July 2021

“Urgent measures on the financial system of
San Marino”.

30 @



() ) ‘ N (N N N (N

_/ _/ _/ _/ _/ _/ _/

01 Corporate 02 Shareholders’ 03 Report of the 04 Financial statements 05 Explanatory 06 Auditors’ 07 Independent 08 Consolidated
position meeting board of directors representation notes report auditors’ report balance sheet

Decree Law no. 134 of 19 July 2021
(Ratification of Delegated Decree no. 124 of
30 June 2021)

“Extension of provisions for relaxation of
management measures for the COVID-19
outbreak and additional measures”.

Delegated Decree no. 138 of 19 July 2021
(Ratification of Delegated Decree no. 84 of
30 April 2021)

“Review and update of the current
regulations on the protection of natural
persons with regard to the processing of
personal data referred to in Law 171/2018”.

Decree Law no.139 of 26 July 2021

“Extension of extraordinary economic
assistance in support of the economic
emergency caused by COVID-19”.

Delegated Decree no.147 of 5 August 2021

“New provisions regulating the exchange of
goods between the Republic of San Marino
and the Italian Republic - Amendments to
Law no. 134 of 21 December 1993”.

Delegated Decree no.148 of 5 August 2021

“Of electronic invoicing in the interchange
of goods and services with Italy”.

Law no. 154 of 27 August 2021

“Provisions on civil
civil law”.

procedure and

Law no. 157 of 30 August 2021

“Measures and instruments for the
securitisation of credits”.

Decree Law no.158 of 30 August 2021

“Extension of the provisions on management
measures for the COVID-19 outbreak and
further measures”.

Regulation no.14 of 8 September 2021

“Technical and procedural rules for
the drafting, issuance, transmission
and receipt by economic operators of
San Marino of invoices in electronic format
in the interchange of goods and services
with Italy”.

Decree Law no. 160 of 20 September 2021
(Ratification of Decree Law no. 139 of
26 July 2021)

“Extension of extraordinary economic
assistance in support of the economic
emergency caused by COVID-19”.

Decree Law no. 161 of 20 September 2021
(Ratification of Decree Law no. 158 of
30 August 2021)

“Extension of the provisions onmanagement
measures for the COVID-19 outbreak and
further measures”.

Delegated Decree 20 September 2021 no.
163 (Ratification of Delegated Decree no.
148 of 5 August 2021)

“Of electronic invoicing in the interchange
of goods and services with Italy”.

Delegated Decree no.167 of
24 September 2021

“Rules for simplification of administrative
activity”.

Decree Law no.173 of 5 October 2021

“Additional  provisions regarding the
management of the COVID-19 outbreak and
extension of measures”.

FIA Newsletter 2021/04
published 06.10.2021

“News related to the fight against
money laundering and terrorist financing
published on major national and
international websites”.

Delegated Decree no.175 of
14 October 2021

“Amendments to Law no.101 of 29 July 2013
in transposition of Council Regulation (EU)
2015/159, B.C.E. Decisions (EU) 2019/2195
and 2020/2090 and B.C.E. Guideline (EU)
2020/2091”.
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Decree Law no. 182 of 29 October 2021 | “Additional provisions regarding the

(Ratification of Decree Law no. 173 of
5 October 2021)

management of the COVID-19 outbreak and
extension of measures”.

Law no. 183 of 29 October 2021

“Change to the Budget of the State and the
Entities of the Enlarged Public Sector for
the financial year 2021 and amendments to
Law no.223 of 23 December 2020”.

Delegated Decree no.184 of 29 October
2021 (Ratification of Delegated Decree
no.167 of 24 September 2021)

“Rules for simplification of administrative
activity”.

Decree Law 11 November 2021 n.188

“Additional provisions for the prevention
of the spread of COVID-19 infection and
extension of measures”.

Decree Law no. 190 of 26 November 2021
(Ratification of Decree Law no. 188 of
11 November 2021)

“Additional provisions for the prevention
of the spread of COVID-19 infection and
extension of measures”.

Law no.191 of 26 November 2021

“Amendments to Law no. 31 of 18 February
1998 - Framework law on safety and health
in the workplace”.

Law n0.192 of 26 November 2021

“Dispute  Settlement Measures  for
Tax Treatment - Mutual Agreement
Procedures (MAPs) under Double Taxation
Agreements and Exchange of Information
on Tax Matters”.

Delegated Decree no.193 of
30 November 2021

“Provisions on fraud and counterfeiting
of non-cash payment instruments in
transposition of Directive (EU) 2019/713”.

Delegated Decree no.196 of
7 December 2021

“New Provisions on the Declaration of
Assets, Financial Assets and Company
Shares Held Abroad - Amendments
to Delegated Decree no. 199 of
13 November 2020”.

Decree Law no.197 of 7 December 2021

“Urgent provisions to combat the spread of
COVID-19 infection”.

Delegated Decree no.199 of
14 December 2021

“Definition of the Maximum Spread and
Nominal Interest Rate to be applied until
30 September 2022 to the loans assisted by
the State contribution referred to in Law no.
44 of 31 March 2015, as amended”.

Delegated Decree no0.202 of
15 December 2021

“Safety and health protection of workers
performing work on display screen
equipment”.

Delegated Decree no.204 of
17 December 2021

“Amendments to Delegated Decrees no. 61
of 29 March 2021 and no. 184 of 29 October
2021 - Additional rules on administrative
simplification”.

Congress of State Resolution no. 15 of
20 December 2021

“Update on High-Risk Countries pursuant
to art.16 undicies of Law 92/2008”.

Decree Law no.206 of 22 December 2021

“Extension of extraordinary economic
interventions in support of the economic
emergency caused by COVID”.
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Law n0.207 of 22 December 2021

“State and Public Entity Budgets for the
2022 Financial Year and Multi-Year Budgets
2022/2024".

Decree Law no0.208 of 22 December 2021

“Further urgent provisions to combat the
spread of COVID-19 infection”.

Delegated Decree no. 211 of
24 December 2021

“Financial provisions transposing
Regulations (EU) Nos 648/2012, 909/2014,
2015/2365 and 2016/1011”.

Decree Law no.215 of 31 December 2021

“General and administrative provisions
related to the Covid-19 outbreak”.

Foreign branches

There are no branches outside the San Marino territory.
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Dear Shareholders,

In 2021, Banca Agricola Commerciale S.p.A. (hereinafter also referred
to as BAC, Bank or Parent Company) was faced with uncertain economic
scenarios due to the continuation of the COVID-19 pandemic emergency.
The year ended, in fact, for the entire San Marino banking system, proved
to be particularly complex and difficult. The effects of the pandemic had a
significant impact on banking operations and San Marino banks continued to
provide financial support to the country’s economic sectors. In the wake of
the issuance of Delegated Decree no. 60 of 26/03/2021, which extended the
scope of the interventions with a State guarantee, the Bank contributed to
ensuring the necessary economic support to the individuals and companies
of San Marino which had to face financial liquidity problems deriving from the
crisis of the international markets, by granting moratoria (or the extension
of those already existing) and liquidity financing.

BAC, has put in place all the appropriate measures to protect the health
of workers through the logistical reorganization of the company offices, in
order to reduce the presence of workers within the company and to ensure
adequate spacing, as provided for by the extraordinary legislation (D.L.
n.60 of 26/03/2021 - D.L. n.208 of 22/12/2021), also encouraging the use
of holidays/leaves on a voluntary basis.
Asfarasthecommercialareaisconcerned, the Bankwasdynamicinlaunching
new corporate projects for the development of its business activities, first of
all with the establishment of the company San Marino Finanza e Previdenza
srl, a51% joint venture with the company Finanza e Previdenza Srl, an Italian
insurance agent registered in section A of the RUI with IVASS, a multi-firm
agency with leading Italian and international insurance companies, as well
as the products of BAC Life. The technical/insurance know—how of Finanza
e Previdenza, associated with the commercial and financial experience of
BAC, will guarantee the possibility of 360° risk coverage for all clients, as
well as the creation of new products, in line with market needs.

BAC acquired an equity investment in the San Marino Payment Institute
BKN301 Spa (formerly Tp@Y Spa) of 33.33%, together with two other
partner banks, BSM and CARISP. BAC has used the payment and electronic
money issuing services provided by BKN301 Spa since its incorporation. It
should be noted that the company, whose management has been completely
renewed, has launched an ambitious industrial plan, characterized by
significant evolution and growth of the business, both on the domestic and
international markets, thanks to the implementation of a Banking/Payment-
as-a-service strategy. The shareholding of BAC, following the entry of
managers and new shareholders, as of 31/12/2021 is equal to 27.23% of
the share capital of BKN301 Spa.

Due to the strong volatility of financial markets, the Supervisory Authority
allowed, with Prot.20/13417 of 22/12/2020, the transfer of financial
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instruments from the investment portfolio to the free portfolio or the sale
of securities held as of 31/12/2020 by 30/06/2021 on the market. BAC
exercised this right in the first half of 2021, selling investment securities
with a nominal value of € 14.118 million, generating a capital gain of €
0.628 million.

BAC also continued the accrual to the Profit and Loss Account over 10 years,
starting from the 2019 financial year with a portion equal to € 4.581million,
of the AQR adjustments defined with the Supervisory Authority in 2019, as
provided for by art.40 of Finance Law no.173 of 2018, and on the basis of
CBSM'’s authorization measure.

With regard to corporate officers, the Shareholders’ Meeting held on 23 June
2021 renewed the Board of Directors, which had reached its natural expiry
date, for the next three years, on the basis of the so—called “fit and proper”
regulations issued by the Central Bank with Regulation 2020-01. Given
the confirmation of a director appointed in 2020, therefore falling within
the limits of permanence in office, new corporate officers were appointed
as: Chairman, Deputy Chairman and the new directors. The Shareholders’
Meeting, following voluntary resignations, also appointed a new Chairman
of the Board of Statutory Auditors and a new Statutory Auditor, again on the
basis of the resolutions established by Regulation 2020-01.

The Top management renewal process, which began in 2019 with the
appointment of the General Manager, was concluded during the 2021
financial year with the appointment of the Deputy General Manager. The
new figure, coming from a well-established international banking reality,
assumed Responsibility for the commercial area and the finance area, as
well as the real estate function.

Lastly, a description of the companies that fall within the BAC Group’s
perimeter, insofar as they are wholly or majority-owned by the Parent
Company is provided:

e BAC Investments SG Spa, a wholly-owned subsidiary, a Management
Company authorised to carry out exclusive promotion and management
of mutual funds, which represents a unique reality in the sector of asset
management under San Marino law and which elevates it to Asset
Manager status on a par with other investment houses on the European
scene. BAC Investments SG manages seven open—ended mutual funds
intended for the general public and subject to UCITS® regulations
(previously authorised by BCSM).

e BAC Life Spa, San Marino Life Insurance Company, 100% controlled,
and for which BAC also acts as insurance intermediary since 2009, the
year in which the Company was established.

5 The acronym UCITS (Undertakings for Collective Investment in Transferable Securities)
refers to Directive 65/EC of 13/01/2019 of the European Union, which sets the terms for the
placement of funds domiciled in one.

08 Consolidated
balance sheet
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BAC Trustee Spa, resulting from the amendment to the articles of
association of the previous BAC Fiduciaria Spa (which took place with a
shareholders’ resolution on 27 July 2020), a wholly owned subsidiary,
whose mandates were transferred to the Parent Company BAC. The
company deals only with Professional Financial Trustee activities, with
positive savings in operating costs, guaranteeing the best assistance
to clients.

BAC Real Estate Srl (formerly IBS Immobiliare Srl), a wholly-owned
subsidiary set up in 2011 to manage real estate assets.

San Marino Finanza e Previdenza Srl, incorporated on 22/01/2021 with
a 51% equity interest, in joint venture with the company Finanza e
Previdenza Srl, whose corporate purpose has been detailed above.
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General principles for the preparation of
the management report

The Management Report is intended to ensure a correct, true and
clear representation of the economic—financial situation in terms of form
and content.

It provides information in accordance with the preparation basis of the
concise statement of assets and liabilities and profit and loss account,
which are connected in a timely manner to the statutory ones. The Report
includes a few tables (Main data, Reclassified financial statement schemes)
and comments on the “Results for the year”.

Main data

Profit and loss account data

%

-5,59%

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Absolute
Interest margin 10.249.540 11.115.491 -865.951
Net commission 5.016.426 4.736.926 279.500
Proftsand losses on financial transactions 101462 1634377 2935838  -179,63%
Other , ev enues .................................................................... 1 509080 ................ 1086952 .................. 422128 ...........................
Revenues from intermediation 5.224.045 7.458.255 -2.234.211
Intermediation margin 15.473.585 18.573.747 -3.100.162
Personnel expenses -8.008.517 -8.262.597 254.080
. Admm,stratlve expenses .......................................................... _4 41 2894 ............... _4 879414 .................. 466520 ...........................
Tangible and intangible asset acjustments o261 iaiza40 e7.888  -670%
Operating costs -13.645.972 -14.454.460 808.488
Operating result 1.827.613 4.119.287 -2.291.673
. Va|u e adju Stm en t Sonﬁ nanc ,a| ﬁXEd a Ssets .......................................... _61 1422 ......................... e _61 1422 ...........................
‘Value adjustments on non-instrumental fxed assets 218000 1555909 1337.999  -8590%
Eit”r:z'rgii‘:fy/'g:isne:/I‘(’)’;Sig‘s’%tme”t securities - 1.088.829 3.520.665 -2.431.836
. |ncome taxesfor theyear ................................................................... S S S
Net income for the year -2.522.804 158.266 -2.681.070

It should be noted that brokerage income, which, onthe basis of the reporting
formats required by the Supervisory Authority, see Reg. CBSM 2016/02,
include principal and interest on leasing instalments paid by customers, are
shown net of the relative component to the amortization of these leases,
recorded under value adjustments on tangible fixed assets.

-1694,03%

37 @



() () ‘ () () () () ()
/ / _/ / _/ _/ /
01 Corporate 02 Shareholders’ 03 Report of the 04 Financial statements 05 Explanatory 06 Auditors’ 07 Independent 08 Consolidated
position meeting board of directors representation notes report auditors’ report balance sheet
Balance sheet data
DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Absolute %
Total assets 885.221.966 863.532.849 21.689.117 2,51%
Loans to customers 344.352.908 373.710.435 -29.357.527 -7,86%
of which impaired loans 75.470.541 82.191.072 -6.720.531 -8,18%
. F,nanc,a|assets ................................................................. 110571843 .............. 110656496 P 5347 ........................ -
Amounts due to customers and outstanding securities 707.273.677 680.623.575 26.650.102 3,92%
of which amounts due 512.022.575 473.389.996 38.632.579 8,16%
of which outstanding securities 195.251.102 207.233.579 -11.982.477 -5,78%
Interbank net position (including securities) 180.850.446 133.467.764 47.382.682 35,50%
Net equity (including net result) 85.809.657 88.316.692 -2.507.034 -2,84%
Financial assets of customers
DESCRIPTION 31/12/2021 31/12/2020 CHANGE COMPOSITION
Absolute % 31/12/2021 31/12/2020
A) Direct deposits 710.362.531 683.953.698 26.408.833 3,86% 100% 100%
Savings deposits 2.558.874 2.743.614 -184.740 -6,73% 0,36% 0,40%
Customer current accounts in 465.917.528 433.069.296 32.848.232 7,58% 65,50% 63,32%
euro and currency
‘Repurchaseagreements 23sa5756 o7amoes 3895312 -1400% 331% 4,01%
Ootherfunds 0000417 0136017 0.864.400  10000% 280% 1,48%
Certifcatesof deposit 15251102 07233579 r9saTT - 8% 2749% 30,30%
. | ntema| C hed(s ........................... . 92 9136 ............... _241269 O _2597% ............. 010% ............. 014%
. 5ubor d, nated ||ab,||t|es ................... o 2 400938 ....................... RS e 034% ............. 035%
amg:g:ﬁlgfp““s 9.226.482 10.480.116 -1.253.634 -11,96%
of which cash 3.972.553 5.014.170 -1.041.617 -20,77%
of which subordinated loans = - - -
aa“rski'itj a“lzg;” CelilmEAEHED 558.087.625 536.956.496 21.131.129 3,94%
of which funds bacinvestments SG 135.544.162 116.112.309 19.431.853 16,74%
of which subordinated loan 2.395.000 2.395.000 - -
D) Custodian bank activities 135.544.162 116.112.309 19.431.853 16,74%
of which cash 7.626.467 7.165.957 460.510 6,43%
of which subordinated loan - - - -
Total deposits 1.399.226.780 1.332.927.492 66.299.288 4,97%
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MAIN INDICATORS
31/12/2021 31/12/2020

Structure data

Number of employees e.o.p. 113 115

. Numberof branChes ................................................................... 8 ..................... 8

Credit risk ratios

Net non-performing loans / Net loans to customers 11,83% 11,13%

Netdoubtfulloans / Netloans tocustomers 29%  2199%

Coverageontotalloans o01% 18,07%

Supervisory capital and ratios

Supervisory capital 42.059.470 31.330.660

Weightedriskassets 26154230 310.035.766

Supervisory capital/ Weighted assets (total capitalratio) - 1090% 1011%

Total assets 885.221.966 863.532.849

PROFITABILITY INDICATORS
31/12/2021 31/12/2020

Financial margin / Intermediation margin 66,24% 59,85%

Servicemargin/ Intermediation margin  3376%  40,15%

Cost/incomerato g% 77,82%

Operating proft/ Intermediation margin - 181% 22,18%

Leverage (medium assets /mediumequity) 032 078

ROAeop_OIza% ................ 0,02%

ROEeOp_2194% ................ 0118%
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Reclassified balance sheet

RECLASSIFIED ASSETS 31/12/2021 31/12/2020 CHANGE COMPOSITION
Absolute % 31/12/2021 31/12/2020
Cash and cash equivalents 4.328.218 3.204.455 1.123.763 35,07% 0,49% 0,37%
Loanstobanks te2.078480 14657459 wanow 2% 057% 15,59%
lonstocustomers a32908 yarods 293752 - 8% BIOH  43,28%
Financialassets noeTie 110666496 sa1 - 5% 12,82%
Shareholdings 1556329 vaen 11868 Boo% 5% 1,44%
Tangblefredassets 03400011 0761560 segsan 603% e - 1,30%
Cntangile fredassets w034 rot6ass Te1s0 Tae% on% 0.12%
Otherassets 125794783 190224219 a4k B40% wo% 15,08%
Total assets 885.221.966 863.532.849 21.689.117 2,51% 100,00% 100,00%
RECLASSIFIED LIABILTIES 31/12/2021 31/12/2020 CHANGE COMPOSITION
Absolute % 31/12/2021 31/12/2020
Amounts due to banks 1.228.033 1.189.695 38.338 3,22% 0,14% 0,14%
Amountsduetocustomers s12.02575 338999 62579 Bl6% s7.84% 54,82%
Payables represented by securities 195251102 207033579 1982477 s78% 200% 24,00%
Provisions forisksand charges 1527313 1assa2 o2 a95% 0% 0.17%

Non-adjusting provision for

risks on credits N N - N
Otherliabiiies 86.982.237 89.5652 2564201 - 8% 083% 10,37%
Subordinate liabiltes 2400988 240098 - - 0% 0,28%
Neteuty 85.800.657 88.316.602 250703 - 8% 060% 10,23%
Captalandreseves ss.332.462 89.815.106 as2644 5% o08% 10,40%
Retainedlosses N 156680 1656680 -10000% - -0,19%
Resultfortheyear os22804 158266 2681070 -1694,03% 028% 0,02%

Total liabilities 885.221.966 863.532.849 21.689.117 2,51% 100,00% 100,00%
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RECLASSIFIED PROFIT AND
LOSS ACCOUNT

Interest income and similar charges

of which:
a) Interest income to customers

c) Interest income on debt securities
Interest expense and similar charges

of which:
a) Interest expense to customers

b) Interest expense on payables
represented by securities

c) Interest expense to banks
Interest margin

Dividends and other revenues
Financial margin

Net commissions

of which:
a) Commission income

b) Commission expense

Profit and losses on financial transactions

of which:
a) On securities

b) On exchanges

Other net revenues *
Service margin
Intermediation margin
Operating costs

of which:
a) Personnel expenses:

¢) Tangible and Intangible fixed
assets adjustments *

Operating result

Provisions and net adjustments on credits

Provisions for risks and charges

Value adjustments to financial fixed assets

Value adjustments on
non-instrumental fixed assets

Income from ordinary activities

Extraordinary profit (loss)

Variation of the general banking
risk fund (+/-)

Tax on income

Result for the year

31/12/2021

11.547.553

10.670.992

-132.267
1.008.828

-2.792.655

-664.275

-2.123.352

-5.027
8.754.898
1.494.642
10.249.540

5.016.426

6.391.980

-1.375.554

-1.301.462

-1.581.914

280.453
1.509.080
5.224.045
15.473.585
13.645.972

-8.008.517

-4.412.894

-1.224.561

1.827.613
-4.539.599
-70.225

-611.422

-218.000

-3.611.633

1.088.829

-2.522.804

% Intermed.

% Intermed.

margin 31/12/2020 margin CHANGE
Absolute %

74,63% 12.979.245 69,88% -1.431.692 -11,03%
68,96% 12.067.496 64,97% -1.396.504 -11,57%
-0,85% -4.747 -0,03% -127.520 -2686,28%
6,52% 916.497 4,93% 92.331 10,07%
-18,05% -3.021.441 -16,27% 228.786 -7,57%
-4,29% -694.684 -3,74% 30.409 -4,38%
-13,72% -2.323.685 -12,51% 200.333 -8,62%
-0,03% -3.072 -0,02% -1.955 63,65%
56,58% 9.957.804 53,61% -1.202.906 -12,08%
9,66% 1.157.687 6,23% 336.955 29,11%
66,24% 11.115.491 59,85% -865.951 -7,79%
32,42% 4.736.926 25,50% 279.500 5,90%
41,31% 5.917.438 31,86% 474.542 8,02%
-8,89% -1.180.512 -6,36% -195.042 16,52%
-8,41% 1.634.377 8,80% -2.935.838 -179,63%
-10,22% 1.313.022 7,07% -2.894.937 -220,48%
1,81% 321.354 1,73% -40.902 -12,73%
9,75% 1.086.952 5,85% 422.128 38,84%
33,76% 7.458.255 40,15% -2.234.211 -29,96%
100,00% 18.573.747 100,00% -3.100.162 -16,69%
-88,19% -14.454.460 -77,82% 808.488 -5,59%
-51,76% -8.262.597 -44,49% 254.080 -3,08%
-28,52% -4.879.414 -26,27% 466.520 -9,56%
-7,91% -1.312.449 -7,07% 87.888 -6,70%
11,81% 4.119.287 22,18% -2.291.673 -55,63%
-29,34% -5.894.027 -31,73% 1.354.428 -22,98%
-0,45% -31.660 -0,17% -38.565 121,81%
-3,95% - - -611.422 100,00%
-1,41% -1.555.999 -8,38% 1.337.999 -85,99%
-23,34% -3.362.399 -18,10% -249.233 -7,M1%
7,04% 3.520.665 18,96% -2.431.836 -69,07%
-16,30% 158.266 0,85% -2.681.070 -1694,03%

* Net of the share capital accrued during the year, relating to the lease payments for the assets covered by the financial leasing agreements.
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Financial year results and performance for the period

Profit and loss account

Operating result structure

(The figures refer to the reclassified profit and loss account).

The Profit and Loss Account for 2021 closed with a negative result of €2.522
million for the year, a sharp decrease of —€2.681 million (€0.158 million as
of 31/12/2020) compared to the previous year.

This result was affected by the strong volatility of the financial market
and by expectations of an increase in interest rates, which led to a lower
profitability compared to the previous year in the proprietary securities
segment for —€1.582 million; in addition to the maintenance of significant
netvalue adjustments on loans, €4.540 million, as well as value adjustments
on financial fixed assets for €0.611 million and further adjustments on
intangible fixed assets not used in the business for €0.218 million.

The consolidated results of the Banking Group, of which Bac is the parent
company, mitigate and contain the negative performance achieved by the
Bank, due to the excellent contributions of the subsidiaries, achieving an
intermediation margin of €17,697million (decreasing however by -13.57%
compared to 2020) in the 2021 financial year, at a consolidated level, an
operating income of €2.786million, down by —€1.884million compared to
2020 and a final result of —€1.499million, marking, compared to the previous
year, a decrease of —€2.148million (-330.93%).

Please refer to the following paragraphs for an analysis of the margins, i.e.,
the progressive results that contributed to the formation of the final result
for the financial year.

Financial margin

The financial margin stood at €10.249m compared to €11.115m in 2020
(-€0.866m).

The decline in the margin was affected first of all by the drop in net interest
income of —€1.202 million, attributable, on the one hand, to the trend in
interest rates and, on the other, to the trend in lending and funding volumes.
As regards the first factor, on the financial market, the Euribor continued to
remain negative (-0.540% average Euribor 3M/360-year 2021 vs -0.427%
average Euribor 3M/360-year 2020) and, on the domestic market, the
imposition of economic conditions below the average rates applied on loans
disbursed pursuant to Decree Law 63/2020 on measures to support liquidity
(art.19 relating to households, art.20 relating to economic operators). For
the second factor, the contraction of gross lending masses was induced
by competition with Italian credit institutions, which, having access to the
European capital market, can contract more attractive lending rates for
borrowers, especially for domestic corporate companies, with productive
interests both abroad and in Italy. In addition, companies, following
the health emergency from COVID-19, in reorganizing their production
activities, have operated on an active basis; lastly, it is worth noting the
prudent assessment of the creditworthiness of the applicants. The changes
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explained above have determined a stock of gross loans down by —€41.212
million; the decrease in interest expense and an increase in the contribution
of dividends attributable to equity securities purchased in the proprietary
unrestricted portfolio have helped to contain the decline in net interest
income. The flow of coupons on treasury bond assets remained more or
less constant (partially adjusted by the decrease in interest income on the
interbank market).

% Incidence on

FINANCIAL MARGIN FORMATION 31/12/2021 31/12/2020 CHANGE interest margin
Absolute % 31/12/2021 31/12/2020
'd”l}grf‘izgnc‘ﬁ’srtnoem"e”r:m°“"ts 10.670.992 12.067.496 -1.396.504 -11,57% 104,11% 108,56%
Interest payable on amounts -534.321 -483.424 -50.896 10,53% -5,21% -4,35%
Lgﬁfssgn’izzegysie"g‘ufi‘fizt: (CD option) -2.123.352 -2.323.685 200.333 -8,62% -20,72% -20,90%
Ordinary customer margin 8.013.319 9.260.386 -1.247.067 -13,47% 78,18% 83,31%
Interest income on debt securities 1.008.828 916.497 92.331 10,07% 9,84% 8,25%
'rr;if;;n‘?;‘;egjzé’:ufﬁgf (repo) -129.954 -211.260 81.305 -38,49% -1,27% -1,90%
Financial investment margin 878.874 705.237 173.636 24,62% 8,57% 6,34%
Banking margin 8.892.192 9.965.623 -1.073.431 -10,77% 86,76% 89,66%
Interest income from credit institutions -132.267 -4.747 -127.520 -2686,28% -1,29% -0,04%
Interest expense from credit institutions -5.027 -3.072 -1.955 63,65% -0,05% -0,03%
Interbank margin -137.294 -7.819 -129.475 -1655,92% -1,34% -0,07%
Dividends and other income 1.494.642 1.157.687 336.955 29,11% 14,58% 10,42%
Financial margin 10.249.540 11.115.491 -865.951 -7,79% 100,00% 100,00%

43 @



01 Corporate
position

02 Shareholders’ 03 Report of the 04 Financial statements 05 Explanatory 06 Auditors’ 07 Independent
board of directors representation notes report auditors’ report

meeting

Net interest and other banking income

Net interest and other banking income, equal to €15.473 million, decreased
by €3.100 million (-16.69%) compared to the previous year. The tables
below show that the decrease in net interest income commented on in
the previous paragraph, together with the drop in brokerage income, led
to a contraction; the collection of dividends from Group companies and
dividends on capital assets in the free treasury portfolio mitigated the
negative performance of net interest and other banking income. Compared
to the previous year, the securities management result showed a negative
contribution, due to the strong volatility of the market, as a consequence
of the continuation of the COVID19 pandemic and of the changes in the
monetary policies undertaken by the main European and US central banks,
with a consequent strong penalisation of fixed-rate financial instruments
with a high duration; the (interest rate and inflation) scenario that will
emerge in 2021 has led the bank to lighten its securities portfolio, so as
not to incur greater potential future losses. Compared to the total amount
of securities under management, the incidence of trading losses was equal
to 1.87% of the trading portfolio held as of 31/12/2021. Finally, if we also
consider the capital gains realised in 2020 following the transfer of these
securities to the free portfolio, authorised with prot. 20/13417 of 22/12/2020
by CBSM, the operation as a whole would show a positive performance of
€1.661million.

The margin on services, as of December 2021, amounting to €5.224million
and down compared to the final figure for 2020 (-29.96%) was affected by
the performance on the profit and loss segment from financial transactions
as illustrated above, however, we highlight the excellent growth on the
commission side, recorded despite the decrease in lending volumes and
the continuing health emergency from Covid-19. The main increases in
commissions were seen in: securities brokerage and retrocessions for the
distribution, through the BAC network, of the funds of our subsidiary BAC
Investments SG Spa and the insurance policies of BAC Life Spa and the
new company San Marino Finanza e Previdenza Srl; in commissions from
Depository Bank activities and, lastly, in collection and payment services.

08 Consolidated
balance sheet

PROFIT AND LOSS ACCOUNT 31/12/2021 31/12/2020 CHANGE

Interest margin

% Incidence on
interest margin

Absolute % 31/12/2021

8.754.898 9.957.804 -1.202.906 -12,08%

56,58%

31/12/2020

53,61%

Dividends and other revenues 1.494.642 1.157.687 336.955 29,11%

9,66%

6,23%

Intermediation revenues and other 5.224.045 7.458.255 -2.234.211 -29,96%

Intermediation margin

33,76%

15.473.585 18.573.747 -3.100.162 -16,69% 100,00%

40,15%

100,00%
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INTERMEDIATION % Incidence on
REVENUES AND OTHER 3111272071 $1/12/2020 CHANGE service margin
Absolute % 31/12/2021 31/12/2020
Net commissions 5.016.426 4.736.926 279.500 5,90% 96,03% 63,51%
Commission income 6.391.980 5.917.438 474.542 8,02% 122,36% 79,34%
= Guarantees given 87.334 98.399 -11.065 -11,24% 1,67% 1,32%
= Investment services 599.718 520.519 79.198 15,22% 11,48% 6,98%
of which reception and 587.440 502.775 84.665 16,84% 11,24% 6,74%
transmission of orders
of which portfolio management o o 9
I 12.277 17.744 -5.467 -30,81% 0,24% 0,24%
of financial instruments
« Distribution of services and products of 1.242.611 1.008.813 143.798 13,09% 23,79% 14,73%
third parties other than placement
of which insurance products 369.250 362.000 7.250 2,00% 7,07% 4,85%
of which other services or products 873.361 736.813 136.548 18,53% 16,72% 9,88%
« Cash-in and payment services 1.780.860 1.565.540 215.320 13,75% 34,09% 20,99%
= Depository bank services 251.120 125.057 126.063 100,80% 4,81% 1,68%
- Storage and administration of 345.562 336.044 9.519 2,83% 6,61% 4,51%
financial instruments
« Currency trading 215.879 238.778 -22.898 -9,59% 4,13% 3,20%
«Trust services 150.107 153.279 -3.172 -2,07% 2,87% 2,06%
« Other services 1.718.789 1.781.009 -62.220 -3,49% 32,90% 23,88%
of which current accounts 1.183.710 1.269.418 -85.708 -6,75% 22,66% 17,02%
of which cash-ins and payments 72.364 47.671 24.693 51,80% 1,39% 0,64%
of which fees 124.378 144.334 -19.956 -13,83% 2,38% 1,94%
of which loans granted 231.899 218.661 13.238 6,05% 4,44% 2,93%
Commission expenses -1.375.554 -1.180.512 -195.042 16,52% -26,33% -15,83%
« Cash-in and payment services -946.435 -741.226 -205.209 27,69% -18,12% -9,94%
- Management services, -345.148 -333.828 -11.320 3,39% -6,61% -4,48%
intermediation, cons.
 Currency trading -41.140 -43.882 2.742 -6,25% -0,79% -0,59%
 Other services -42.831 -61.576 18.745 -30,44% -0,82% -0,83%
Profits and losses on _ _ _ _ © o
i o 1.301.462 1.634.377 2.935.838 179,63% 24,91% 21,91%
On securities: -1.581.914 1.313.022 -2.894.937 -220,48% -30,28% 17,60%
 Security trading -1.179.047 593.211 -1.772.257 -298,76% -22,57% 7,95%
« Security valuation -402.867 719.812 -1.122.679 -155,97% -7,71% 9,65%
 Currency trading 280.453 321.354 -40.902 -12,73% 5,37% 4,31%
« Other activities - - - - - -
Operating income and charges 1.509.080 1.086.952 422.128 38,84% 28,89% 14,57%
« Other revenues 1.399.893 992.592 407.301 41,03% 26,80% 13,31%
= Expense recovery 109.188 94.360 14.827 15,71% 2,09% 1,27%
Service margin 5.224.045 7.458.255 -2.234.211 -29,96% 100,00% 100,00%
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Operating result

The operating result decreased by € 2.291 million compared to 2020
(-55.63%), although it was affected by the negative contribution to net
interest and other banking income of the profits and losses from financial
transactions, it nevertheless benefited from the containment of operating
costs for € 0.808 million (-5.59%) which mitigated the decrease.

08 Consolidated
balance sheet

%

-16,69%

PROFIT AND LOSS ACCOUNT 31/12/2021 31/12/2020 CHANGE
Absolute

Net interest and other banking income 15.473.585 18.573.747 -3.100.162

Administrative expenses -12.421.411 -13.142.011 720.600
. - Per Son .r;(.al. expenses ................................................ o I _8 262597 .................. 254080 ...........................
. - Ge neral expenses .................................................. o _4 672230 .................. 451335 ...........................
. -Indlrecttaxesanddunes ........................................... . _207184 B 15185 ...........................

Value adjustments on tangible and intangible fixed assets -1.224.561 -1.312.449 87.888

Total operating costs -13.645.972 -14.454.460 808.488

Operating income 1.827.613 4.119.287 -2.291.673

Operating costs

Total operating costs at the end of December 2021 amounted to
€13.645million, recording a strong saving of €0.808million, lower by
-5.59% compared to 2020.

Personnel expenses, amounting to € 8.008 million, show a decrease of
approximately € 0.254 million (-3.08%) compared to the corresponding
period of 2020. The decrease is mainly due to the evolution of the workforce,
which continues its reorganisation, settling at 113 resources at the end of
2020, showing a decrease of 4 resources compared to the previous year, in
addition to the 6 resources terminated in 2020, as a result of interruptions
of employment relationships; in 2021, it should be noted that two additional
figures have been added to the workforce: the Deputy General Manager,
as anticipated in the introduction, and an employee to strengthen the
Organisation & IT department.

Other administrative expenses recorded a value of €4.221 million, a
decrease of €0.451 million (-9.66%) compared to the previous year.
In general, many categories of administrative expenses benefited from
reductions, inparticularthe largestdecreaseswere attributable to consulting
fees (—€0.228m), expenses for outsourced services (—€0.061m) and rental
expenses (-€0.044m), reflecting the attention paid to the expense and cost
optimisation process; indirect taxes also fell by €0.015m.

Depreciation on instrumental tangible and intangible assets was
calculated on the basis of the residual possibility of use and coinciding with
the tax depreciation coefficients imposed with the tax reform pursuant to
Law 166/2013, for instrumental assets, and amounted to €1.225 million, a

-55,63%
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decrease of € 0.088 million (-6.70%) compared to the corresponding item
in 2020.

Net adjustments to financial fixed assets concerned the Tower Credit
Opportunities Fund (TCO) for a total of €0.603million following its extinction/
liquidation, resulting in the assignment to the bank of the underlying
Green Arrow Private Debt Fund and the sale of the remaining liquid assets
pertaining to BAC, as well as the write—off of the 2020 loss of the subsidiary
BAC Real Estate for €0.009million.

Conversely, no impairment losses were recognised on the subsidiaries: the
Group companies, namely the Supervised Entities BAC Investments SG Spa,
BAC Life Spa and BAC Trustee Spa (formerly BAC Fiduciaria Spa), approved
their 2021 financial statements reporting positive results for the year and
the resulting dividend distribution policies will take effect, in cash, in 2022.
Net adjustments/write-backs for impairment of loans, guarantees and
commitments

At the end of December 2021, Net adjustments on loans and provisions for
guarantees and commitments amounted to €4.540million, broken down
as follows: €9.567million for provisions and adjustments to loans and
€5.027million for write—backs, down by -22.98% compared to the previous
year. Specifically, in 2021, following definition in 2019 of the adjustments
with the Supervisory Authority deriving from the Asset Quality Review (AQR)
exercise begun in 2016, the third tenth of an accrual equal to €4.581million
of the AQR adjustments suspended was recorded in the EC, by virtue of
the provisions of Article 40 of Law 173/2018 and supplemented by express
authorisation from the Supervisory Authority.

It should also be noted that there is a provision of €0.607 million for risks
and charges, set up in previous years to cover potential risks deriving from
lawsuits and proceedings in progress, prudentially increased during the
year by a further €0.070 million.

For a detailed analysis of the dynamics of the so-called “Credit Quality”,
see the specific section of this Report.

Adjustments to non-instrumental real estate properties

During the year, value adjustments were made to non-instrumental owned
furniture and furniture deriving from credit recovery for —€0.218 million, in
order to align the book value to the values of appraisals, updated in 2021.
Income of ordinary activities

The Income from ordinary activities is negative by €3.611 million, a decrease
of €0.249 million (-7.41%) compared to the year 2020, which was affected
by the prudent provisions made for adjustments to receivables, financial
fixed assets, non-strumental fixed assets and for risks and charges.
Extraordinary revenues and charges

The Bank recorded extraordinary revenues amounting to €1.310 million and
extraordinary charges of —€0.221 million.

We highlight that extraordinary revenues include the following main items:
€0.147million for the insurance settlement of a claim on a property owned
by us; €0.233million for the reimbursement from the Revenue Agency in
application of the conventional regime on double taxation signed in 2013,
for withholdings on Italian securities withheld from us in 2014; €0.628 min
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for profit from the transfer of securities owned from the investment portfolio
to the free portfolio, as provided for by Prot.20/13417 of CBSM and detailed
in the introduction to this Report and, finally, €0.112m for recovery on
extinguished loans.
Extraordinary charges include miscellaneous fractional items totaling
€0.138 million and €0.082 million in penalties imposed by CBSM and
fractional tax penalties.
Income Tax
The tax rate is 0% and reflects the calculation of taxes in accordance with
tax regulations. No taxable income arises in the 2021 financial year.
Net profit
For explanatory purposes, the following table reclassifies the steps leading
from the operating result to the net profit for the period, compared with the
2020 data.
PROFIT AND LOSS ACCOUNT 31/12/2021 31/12/2020 CHANGE
Absolute %
Operating income 1.827.613 4.119.287 -2.291.673 -55,63%
Provisions and value adjustments -5.439.246 -7.481.686 2.042.440 -27,30%
Provisionsandvalueadjustmentsonfoans o507 o000 reos0t7  2020%
- Roversal of value adjustments on receivables and provisions sozats 2064073 2o60ass 143,46%
Provisions forrisks and charges 025 sies0 aeses 121,81%
- Adjustments o fred assets fnancialassets eia2 - sz 100,00%
Value adjustments to owned non-instrumental properties w000 1ss5000 1337000 85,99%
Profit from ordinary activities -3.611.633 -3.362.399 -249.233 -7,41%
Margin on investment securities 627.574 2.839.553 -2.211.978 -77,90%
Extraordinary income 682.643 895.740 -213.097 -23,79%
Extraordinary expense -221.389 -214.628 -6.761 3,15%
Profit before tax -2.522.804 158.266 -2.681.070 -1694,03%
Income tax for the year = - - -
Net income (loss) -2.522.804 158.266 -2.681.070 -1694,03%

The 2021 financial year closed with a loss of — €2.522 million, compared
to a positive result of €0.158 million (-1694.03%) recorded at the end of

December 2020.
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Statement of assets and liabilities

Loans to customers

Net loans to customers as of 31 December 2021 amounted to €344.352
million, a decrease of €29.357 million compared to the previous year.
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Loans to customers and loan portfolio quality

DESCRIPTION 31/12/2021 31/12/2020 CHANGE COMPOSITION
Absolute % 31/12/2021 31/12/2020

Total gross loans 414.914.260 456.127.136 -41.212.876 -9,04% 100,00% 100,00%
Provisions for risk on credits 70.561.351 82.416.700 -11.855.349 -14,38% 17,01% 18,07%
Loss forecasts 67.165.868 78.520.657 -11.354.789 -14,46% 16,19% 17,21%
Analytical and flat-rate value adjustments 70.561.351 82.416.700 -11.855.349 -14,38% 17,01% 18,07%
Coverage ratio 17,01% 18,07% = = = =
Total loans net of provisions for 344.352.908 373.710.436 -29.357.528 -7,86% 82,99% 81,93%
risk on credits

Loans net of non-performing loans 319.841.516 351.598.286 -31.756.770 -9,03% 77,09% 77,08%
Non-performing/performing loans 22,91% 22,92% - - - -
Non-performing loans net of advances 95.072.743 104.528.850 -9.456.107 -9,05% 22,91% 22,92%
Non-performing loans net of advances 54.349.233 62.925.993 -8.576.760 -13,63% 13,10% 13,80%
Analytical value adjustments 54.349.233 62.925.993 -8.576.760 -13,63% 13,10% 13,80%
Coverage ratio 57,17% 60,20% - - - -
y;:;"a‘f;]f:s’:;:gt':a"s net of 40.723.510 41.602.857 -879.347 -2,11% 9,81% 9,12%
Total impaired loans 21.628.565 26.109.508 -4.480.943 -17,16% 5,21% 5,72%
Loss forecasts 2.475.181 4.681.104 -2.205.923 -47,12% 0,60% 1,03%
Analytical value adjustments 2.475.181 4.681.104 -2.205.923 -47,12% 0,60% 1,03%
Coverage ratio 11,44% 17,93% - - - -
Impaired loans net of value adjustments 19.153.384 21.428.404 -2.275.020 -10,62% 4,62% 4,70%
Total past due loans 97.714 171.387 -73.673 -42,99% 0,02% 0,04%
Loss forecasts 4.886 8.569 -3.683 -42,98% - -
Flat-rate value adjustments 4.886 8.569 -3.683 -42,98% - -
Coverage ratio 5,00% 5,00% - - - -
Past due loans net of value adjustments 92.829 162.818 -69.989 -42,99% 0,02% 0,04%
Total restructured loans 25.837.341 29.901.891 -4.064.550 -13,59% 6,23% 6,56%
Loss forecasts 10.336.567 10.904.990 -568.423 -5,213% 2,49% 2,39%
Analytical value adjustments 10.336.567 10.904.990 -568.423 -5,213% 2,49% 2,39%
Coverage ratio 40,01% 36,47% - - - -
Restructured loans net of value adjustments 15.500.774 18.996.901 -3.496.127 -18,40% 3,74% 4,16%
Total loans to at-risk countries 45 93 -48 -51,27% = =
Lloss forecasts = 1 -1 -75,00% - -
Flat-rate value adjustments = 1 -1 -75,00% - -
Coverage ratio 0,55% 1,08% - - - -
Lo i ot o s o - :
Total faulty loans 142.636.409 160.711.729 -18.075.320 -11,25% 34,38% 35,23%
Loss forecasts 67.165.868 78.520.657 -11.354.789 -14,46% 16,19% 17,21%
Value adjustments 67.165.868 78.520.657 -11.354.789 -14,46% 16,19% 17,21%
Coverage ratio 47,09% 48,86% = = = =
Faulty loans net of value adjustments 75.470.541 82.191.072 -6.720.531 -8,18% 18,19% 18,02%
Total performing loans 272.277.851 295.415.407 -23.137.556 -7,83% 65,62% 64,77%
Value adjustments 3.395.484 3.896.043 -500.559 -12,85% 0,82% 0,85%
Coverage ratio 1,25% 1,32% = = = =
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Gross impaired loans at the end of 2021 stood at €142.636m, decreasing
by €18.075m (-11.25%) compared to the previous year.

During the year ended, BAC continued its policy of close monitoring
and recovery on non-performing positions resulting in the contraction
highlighted. It should also be noted that the total amount of adjustments
on loans, according to San Marino criteria, indicated by the AQR exercise,
accounted for by BAC as of the end of 2019, amounted to € 53.5 million
in total.

Credit quality

Having completed the process of analytical allocation of AQR adjustments
in 2020, the Bank continued with the constant monitoring of credit positions
during 2021.

The effective management of impaired loans generated substantial returns
of € 6.276 million on non-performing loans in 2021.

As fully explained in the relevant section of the Explanatory Notes to the
financial statements, the credit monitoring activities, as well as the activities
related to the preliminary examination of debtors’ solvency, constitute the
basic guidelines of BAC's credit policy.

We summarize what was specified in the previous year, about the process
of review and mapping of the Asset Quality of the Banking system that
the Supervisory Authority had already started in 2016. In particular, the
adjustments on loans indicated by the Supervisory Authority on the basis of
the Asset Quality Review statistical exercise as of 30/06/2017, according to
the San Marino criteria, amounted to €53.5 million.

In the financial statements closed as of 31/12/2017 and 2018, BAC had
accounted for adjustments amounting to € 10.9 million, and then proceeded
to register additional analytical adjustments amounting to € 24.727
million and lump-sum adjustments amounting to € 17.858 million in the
financial statements closed as of 31/12/2019, in order to complete the total
adjustments indicated above, the latter being recorded in the provision for
credit risks — item 80 of the balance sheet liabilities, although not eligible
for the purposes of supplementary regulatory capital. While continuing the
constant monitoring of credit positions, BAC allocated analytical write—-
downs on NPL credit positions for € 17.858 million, as already mentioned
in the previous paragraph, through the use of the said Provision for Credit
Risks — item 80 of the balance sheet liabilities, discharging it completely.
The table below shows the development of the final total adjustments:

08 Consolidated
balance sheet



01 Corporate 02 Shareholders’ 03 Report of the 04 Financial statements 05 Explanatory 06 Auditors’ 07 Independent 08 Consolidated
position meeting board of directors representation notes report auditors’ report balance sheet
AQR adjustments AQR adjustments 2019 AQGR
P according to accounted for N AQR adjustments
amounts in millions of euros San Marino criteria  between 30/6/2017 fe‘ggf;:j'(‘;s) Sum (A) + (B) 31/12/2020
as of 30/06/2017 and 31/12/2018 (A)
Total AQR adjustments
according to San Marino criteria 53,500 10,915 42,585 53,500 53,500
Broken down as follows:
Analytical adjustments to NPL Loans - 10,915 24,727 - 53,500
General adjustments to provisions for _ _ 17 858 _ _
doubtful accounts (Liabilities item 80) ’
10,915 42,585 53,500

The bank availed itself of the option provided for in Article 40 of Law no.173
of 24 December 2018, i.e., to spread the amount of said residual impairment
losses over 10 financial years, starting from 2019; therefore, in the 2021
financial statements, the third tenth, amounting to €4.582 million, was
recognised in the profit and loss account.

In this context, the incidence of non-performing loans (gross values) is
equal to 22.91% of total loans to customers (compared to 22.92% at the
end of 2020) for a nominal €95.072 million, a decrease of €9.456 million
(€104.528 million) compared to last year; in the same period, system data
show that non-performing loans accounted for 24.62% of total loans (gross
values)® ; while gross doubtful loans (therefore including other categories
of non-performing loans pursuant to CBSM Regulation 2007/07) represent
34.38% of total loans to customers for €142.636m, against a system figure
of 60.68%" .

The coverage of non—performing loans, as a result of adjustments made
during the year, was 47.09%, slightly lower than the percentage for last
year (48.86%) (65% system coverage ratio on doubtful loans).

As for performing loans, which as of 31/12/2021 amounted to €272.277m
at nominal value (€295.415m as at 31/12/2020), value adjustments were
updated for a total of €3.395m, with a decrease in the coverage by way of
lump-sum write—down, carried out on the basis of statistical observation
of the time series from 2016 to 2021 of the transitions of positions from
performing to non-performing loans (so-called transition matrices).
Overall, therefore, total loans to customers amount to a nominal Euro
414.914 million, against which value adjustments of Euro 70.561 million
were made; the general coverage of loans to customers is 17.01%, against
18.07% as at 31/12/2020.

6 Financial system and quarterly statistics Central Bank of San Marino.
" Financial system and quarterly statistics Central Bank of San Marino.
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Assets under management

The year just ended shows the values of overall customer deposits at
€1,399.22 million (including Custodian Bank activity for the company BAC
Investments SG SpA, operational since 2018), up 4.97% compared to the
previous year.

The table below shows customer financial assets as of 31/12/2021, broken
down by technical form and included in the aggregates of direct and indirect
deposits compared to the 2020 data.

Customers’ deposits and securities

DESCRIPTION 31/12/2021 31/12/2020 CHANGE COMPOSITION
Absolute % 31/12/2021 31/12/2020
A) Direct deposits 710.362.531 683.953.698 26.408.833 3,86% 100% 100%
Savings deposits 2.558.874 2.743.614 -184.740 -6,73% 0,36% 0,40%

Customers’ euro and foreign

currency accounts 465.917.528 433.069.296 32.848.232 7,58% 65,59% 63,32%
Repurchasing agreements 23545756 asoes 95312 -1420% 3% 4,01%
. Otherfunds ................................ o . 10136017 e 9864400 e 10000% ............. 282% ............. 148%
Certifcatesof deposit 195.251.102 07233579 19sar - 578% 2749% 30,30%
. |ntema| Cheques ............................ . . 929136 .............. _241269 e _2597% ............. 010% ............. 014%
. SUbor d, nate“ab,“tles ...................... 2 400,988 e 2 400988 ...................... R R 034% ............. 035%
B) Managed deposits (market value) 9.226.482 10.480.116 -1.253.634 -11,96%
of which cash 3.972.553 5.014.170 -1.041.617 -20,77%
of which subordinate loans - - - -
C) Administered deposits (market value) 558.087.625 536.956.496 21.131.129 3,94%
of which baclnvestments SG funds 135.544.162 116.112.309 19.431.853 16,74%
of which subordinate loans 2.395.000 2.395.000 - -
D) Custodian bank activity 135.544.162 116.112.309 19.431.853 16,74%
of which cash 7.626.467 7.165.957 460.510 6,43%
of which subordinate loans - - - -
Total deposits 1.399.226.780 1.332.927.492 66.299.288 4,97%
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Direct deposits amounted to €710.362 million, an increase of €26.408
million (+3.86%) compared to the end of 2020, more specifically:

- sight deposits decreased by €0.184 million;

e current accounts increased by €32.848 million;

e repurchase agreements with customers decreased by €3.895 million;

e other funds increased by €9.864 million and represent inflows to
institutional investors;

- certificates of deposit decreased by €11.982 million;

e bonds issued by the Bank remained unchanged.

We point out that the Bank has made a subordinated bond issue with effect
from 01/12/2020 and maturity 2025, reserved for professional customers
and BAC Shareholders, shown in the table above under direct deposit
components, for the residual amount of €2.4m as of 31/12/2021, as well as
detailed, as required by the Supervisory Authority, under indirect deposits
between Administered and Managed.

Indirect deposits of €702.858 million (including the Custodian Bank)
showed an increase of €39.309 million (+5.92%) compared to the 2020
figure of €663.548 million. In particular, the aggregate denotes:

e anincrease of €21.131 million (+3.94%) in assets under administration,

» adecrease of €1.253 million (-11.96%) in assets under management,

e an increase of €19.431 million (+16.74%) for the “Custodian Bank”
activity for the seven funds managed by the Group company, BAC
Investments SG SpA, of which two (Absolute Return and Strategic
Income), authorised during the first four months of 2020, and distributed
through BAC’s commercial network. We point out that the expansion of
the range of investment products to be offered to clients, in response
to diversification requirements, is currently being analysed and studied
by BAC Investments SG Spa with the creation of “ESG” Funds, pursuant
to art.9 of the EEC Directive, which has sustainable investments as its
objective. Lastly, it should be noted that deposits attributable to the
Custodian Bank’s activities represent an “of which” in the Administered
Assets aggregate.

An analysis of the data in the table shows that customers have added
managed and administered deposit products to their traditional direct
deposit products; the latter includes the investment funds of the subsidiary
BAC Investments SG SpA.
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Financial investments

Financial investments remained stable in terms of total stocks compared to
the previous year, however the Bank has rebalanced the portfolio in favour
of debt securities and UCITS funds.

With regard to long-term financial assets, there was an overall increase of
€17.776 million, determined on the one hand by the disposal of additional
long-term securities for €14.118 million, of which €6.00 million were
previously transferred to the free portfolio, pursuant to Prot.20/13417 of
22/12/2020, in consideration of the exceptional situation created by the
health emergency due to COVID-19, to be executed between 31/12/2020 and
30/06/2021, generating extraordinary income for €0.628 million, in addition
to the write—down of the Tower Credit Opportunities (TCO) Fund, based on
the NAV of the Green Arrow Fund, assigned to us, net of the liquidation of
the remaining liquid assets. This write-down was due to the change in the
valuation principles for the investment portfolio, as per CBSM’s regulatory
decision. On the other hand, increases for further purchases of bonds of
primary issuers.

FINANCIAL ASSETS 31/12/2021 31/12/2020 CHANGE
Absolute %
Investment securities 47.679.828 29.902.853 17.776.975 59,45%
of which bonds 40.237.275 22.002.461 18.234.813 82,88%
Trading securities 62.992.015 80.763.642 -17.771.628 -22,00%
of which bonds 25.558.530 61.748.311 -36.189.781 -58,61%
Total financial portfolio 110.671.843 110.666.496 5.347 -
FINANCIAL ASSEITS - DEBT SECURITIES 31/12/2021 31/12/2020 CHANGE
ssuers
Absolute %
Investment securities 40.237.275 22.002.461 18.234.813 82,88%
of which public issuers 17.772.686 17.646.765 125.921 0,71%
of which credit issuers 15.652.344 2.812.716 12.839.628 456,49%
of which financial issuers 1.018.772 - 1.018.772 100,00%
of which others 5.793.473 1.542.981 4.250.492 275,47%
Trading securities 25.558.530 61.748.311 -36.189.781 -58,61%
of which credit issuers 20.977.074 59.163.878 -38.186.804 -64,54%
of which financial issuers 2.576.368 2.584.433 -8.065 -0,31%
of which public issuers = - - -
of which others 2.005.088 - 2.005.088 100,00%
Total debt securities 65.795.805 83.750.772 -17.954.968 -21,44%
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FINANCIAL ASSETS - DEBT SECURITIES

Fixed/variable rate 31/12/2021 31/12/2020 CHANGE
Absolute %

Investment securities 40.237.275 22.002.461 18.234.813 82,88%

of which fixed rate 31.991.764 18.157.298 13.834.466 76,19%

of which variable rate 8.245.511 3.845.164 4.400.347 114,44%

Trading securities 25.558.530 61.748.311 -36.189.781 -58,61%

of which fixed rate 23.439.579 59.310.053 -35.870.473 -60,48%

of which variable rate 2.118.950 2.438.258 -319.308 -13,10%

Total debt securities 65.795.805 83.750.772 -17.954.968 -21,44%

AN o e DS 31/12/2021 31/12/2020 CHANGE
Absolute %

Investment securities 40.237.275 22.002.461 18.234.813 82,88%
. . Wlt hl n12m0 nths .................................................. . S 200133 ................ 10000%
. .Wlthms years ..................................................... I, 10348688 .................. 412688 ................... 3 99%
. . . Over Syears ....................................................... . 1 1 653773 ............... 17621992 ................ 15 121%

Trading securities 25.558.530 61.748.311 -36.189.781 -58,61%
. .Wlthmnmonths .................................................. o S S -
.Wlthms years ..................................................... . 20465412 ................ 5093118 . 24’89%
. . . Over 5years ....................................................... R 41 282899 .............. : 41 282899 ............... _100[00%

Total debt securities 65.795.805 83.750.772 -17.954.968 -21,44%

It should be noted that, at the end of 2020, the free trading portfolio was
subject to transfers of securities from the investment portfolio for nominal
value of € 39.782 million, authorised by CBSM with prot.20/13417 of
22/12/2020, as already described in the section on net interest and other
banking income.

In particular, at the beginning of 2021, due to the heightened market
volatility and expectations of rising interest rates, the bank disposed of part
of the securities held in the trading portfolio, which are most exposed to the
risk of rising interest rates.

In consideration of the extremely volatile market conditions, in compliance
with the investment policies, with the aim of diversifying the investments of
liquidity, of a greater future contribution to the interest margin and in order
to be able to seize market opportunities, the free portfolio was increased
through the subscription of investment funds, partly also issued by the
subsidiary BAC Investments SG Spa, and of bonds of primary issuers.

The free portfolio also includes two mutual funds under San Marino law for
€13.859 million; these are unlisted instruments as described below:
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e Loan Management Fund for €3.343 million, signed on 29/12/2012
following the system operation aimed at rescuing a local bank, Credito
Sammarinese Spa in Administrative Compulsory Liquidation, which
entailed the transfer of the legal relations assets and liabilities; in
compliance with the contractual terms, the transferee banks, including
BAC, transferred the acquired loans to a Management Company under
San Marino law set up ad hoc. As of 31/12/2021, the fund recorded a
NAV write-down of € 0.004 million; the write-down was recorded in
the profit and loss account as a result of the forfeiture of tax benefits
pursuant to Law no. 223 dated 23/12/2020 with effect from 01/01/2021.

= Fondo Odisseo for €10.516 million, deriving from BAC'’s participation in
a further rescue operation of a credit institution, jointly with two other
San Marino banks, through the acquisition of Legal Relationships en
bloc from BNS Spa (formerly Credito Industriale Sammarinese Spa)
subject to banking resolution pursuant to Law no.102 of 14 June 2019;
the finalization took place through two closings, the first of which was
finalized on 16/09/2019, whereby BAC took over Protected Relationships
for € 25.452 million, against 122 units of Fondo Odisseo for a total of
€12.208 million, from which write—-downs were deducted based on the
NAV of 31/12/2019 and 31/12/2020 for a total of €1.552 million. These
write—downs had no impact on the profit and loss account, as they were
charged, based on the regulations governing the Fund (Law no. 72 of
27/06/2013), as a tax credit. On the contrary, the change occurred
following the update of the NAV as at 31/12/2021, was recorded as a
credit to SGA Spa (formerly BNS), by virtue of the targeting agreement
signed by the banks and on the basis of Law no.223 of 23/12/2020, as
specified above, which limited the tax benefits. For clarity, the stocks
of the portfolios and their composition compared to 2020 figures
are shown.
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Shareholdings
DESCRIPTION 31/12/2021 31/12/2020 CHANGE COMPOSITION
Absolute % 31/12/2021 31/12/2020
Shareholdings 5.716.957 4.723.110 993.847 21,04% 42,17% 37,97%
Investments in group companies 7.839.372 7.714.561 124.811 1,62% 57,83% 62,03%
Total shareholdings 13.556.329 12.437.671 1.118.658 8,99% 100,00% 100,00%

A summary description of the main subsidiaries in the various areas of
the Group’s operations was provided in the introductory notes to this
Management Report to which reference should be made.

Equity investments in Group companies increased by €0.124 million:

e to the revaluation of the company BAC Investments SG Spa for €0.017
million, for the allocation to reserves of the profit formed in 2021, as
per the financial statements approved by the administrative body as of
31/12/2021. The dividend to the Parent Company will amount to €0.153
million, equal to 90% of the profit realised, and will be recorded in cash
during 2022.

e To the revaluation of the company BAC Trustee Spa in the amount
of €0.016 million, resulting from the allocation to reserves of the
profit formed in 2021, as per the financial statements approved by
the administrative body as of 31/12/2021. The dividend to the Parent
Company will amount to €0.145 million, equal to 90% of the profit
realised, and will be recorded in cash in 2022.

e Totherevaluation of the company BAC Life Spa for €0.070 million, equal
to the allocation to the ordinary reserve of 10% of the profit earned in
2021, as proposed by the administrative body on the financial statements
for the year ended as of 31/12/2021. The dividend distributed to the
Parent Company, amounting to €0.630 million and corresponding to
90% of the 2021 profit, will be recorded in cash in 2022.

e Tothe revaluation of the company BacReal Estate Srl for €0.009 million,
for cash compensation of the loss in the 2020 financial statements,
which occurred in 2021.

e To the incorporation of the company San Marino Finanza e Previdenza
Srl, a 51% joint venture with the company Finanza e Previdenza Srl, an
Italian insurance agent registered in section A of the RUI with IVASS,
a multi-firm agency with leading Italian and international insurance
companies, for €0.013 million, as specified in detail in the introduction.

The sum of the above adjustments was recorded in the dedicated reserve
fund, reclassified under Net Equity excluding the 2021 losses of BAC Real
Estate and San Marino Finanza e Previdenza Srl, for which the administrative
bodies have proposed that the Parent Company cover them in 2022.

The values of the shareholdings in Banca Centrale S.p.a. remain unchanged.
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Agenzia per lo Sviluppo — Camera di Commercio S.p.A. and Centro Servizi
S.r.l., in which we hold a minority interest. Among the increases in other
equity investments, the acquisition of a 27.23% stake in BKN301 Spa
(formerly Tp@y Spa) for €0.989 million is also worth mentioning. BAC
acquired the entire stake held by Banca Nazionale Sammarinese S.p.A.,
equal to 33.33% in the first half of 2021. In 2021, as already fully described
in the introductory notes to the Management Report, the member Banks
resolved to change the company name, from TP@Y to BKN301, to renew
the management, the entry of new shareholders and an increase in
share capital.

In addition, the equity investment in the associated company SSIS Spa,
held 50% with Cassa di Risparmio della Repubblica di San Marino Spa, was
revalued by € 0.004 million deriving from the allocation of the profit for the
year 2021, to the ordinary reserve, in the proportion of 2 to adjust the value
of the Financial Statements to the shareholders’ equity; this revaluation
was also included in the Revaluation reserve forming part of the Bank’s
shareholders’ equity, as proposed by the Board of Directors.

08 Consolidated
balance sheet
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As part of its financial activities, the Bank recorded a positive net
interbank balance of €180.850 million at the end of 2021. Compared to the
corresponding evidence at the end of 2020, the balance showed an increase
of €47.382 million in net assets, due to the corresponding increase in direct
deposits volumes, as well as prudent management of treasury assets
(observed market turbulence brought about by the Covid-19 pandemic
and Russia-Ukraine geopolitical frictions). The level of net position bears
witness to the virtual absence of interbank indebtedness, confirming the
constant monitoring of liquidity through the management and monitoring
of inherent risks. In compliance with the updated 3-YEAR Plan 2020-2022
and the “Risk Appetite Framework” Regulations (March 2021 edition), i.e.,
the determination of the amount of overall risks, including liquidity risk, that
the Bank is willing to take on in order to achieve its value growth objectives,
reflecting the company’s risk appetite which, in turn, influences the value
growth strategies and the adopted business model.

INTERBANK 31/12/2021 31/12/2020 CHANGE COMPOSITION
Absolute % 31/12/2021 31/12/2020
Loans to banks 182.078.480 134.657.459 47.421.020 35,22% 100,00% 100,00%
= Ineuro 173.354.388 125.797.133 47.557.255 37,80% 95,21% 93,42%

. . l.r; forelgncurrency ........................ 720,008 e 8860326 .............. _136235 ............ : 1,54% ............. 4,79% ............. 6,58%
Amounts due to banks 1.228.033 1.189.695 38.338 3,22% 100,00% 100,00%
«Ineuro 1.227.214 1.189.232 37.983 3,19% 99,93% 99,96%

. . l.r; forelgncun_ency ........................ S 4 64 .................... 355 ............ 7 6,68% ............. 0,07% ............. 0,04% .
Net position 180.850.446 133.467.764 47.382.682 35,50% 100,00% 100,00%
«Ineuro 172.127.173 124.607.901 47.519.272 38,14% 95,18% 93,36%

. . l.r; foragncurrency ........................ R e 8859863 .............. _136590 ............ : 1,54% ............. 4[82% ............. 6’64%

INTERBANK 31/12/2021 31/12/2020 CHANGE COMPOSITION
Absolute % 31/12/2021 31/12/2020
Loans to banks 182.078.480 134.657.459 47.421.020 35,22% 100,00% 100,00%
= Short term (up to 12 months) 157.261.462 102.489.663 54.771.800 53,44% 86,37% 76,11%

« Medium and long term (over 12 months) usros pier796 gas0780  285% 6% 23,89%
Amounts due to banks 1.228.033 1.189.695 38.338 3,22% 100,00% 100,00%
= Short term (up to 12 months) 1.228.853 1.189.695 39.157 3,29% 100,07% 100,00%

« Medium and long term (over 12 months) = - - - - _

Net position 180.850.446 133.467.764 47.382.682 35,50% 100,00% 100,00%
= Short term (up to 12 months) 156.032.609 101.299.967 54.732.641 54,03% 86,28% 75,90%
= Medium and long term (over 12 months) 24.817.018 32.167.796 -7.350.779 -22,85% 13,72% 24,10%
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Net equity and capital ratios

Net equity

If the proposal of the draft budget approved by the Directors is accepted
at the Shareholders’ Meeting, Net Equity as of 31/12/2021 will amount
to € 85.824 million, compared to €88.331 million at the end of 2020, a
decrease of €2.507 million.

The change in net equity is substantially attributable to the negative result
for 2021 and the changes that occurred on the adjustments to the Group’s

equity investments recorded under net equity 2021.
The table below shows the Institute’s assets compared to the 2020 data:

NET EQUITY 31/12/2021 31/12/2020 CHANGE
Absolute %
Capital and reserves 88.346.840 89.829.484 -1.482.644 -1,65%
Share capital - subscribed and paid-up shares 20.880.080 20.880.080 - -
Ordinary reserve fund 49.248.958 50.873.984 -1.625.027 -3,19%
Extraordinary reserve fund = - - n.d.
Share premium reserve fund = - - n.d.
Own share reserve fund 14.378 14.378 - -
Non-distributable reserve fund 126.612 - 126.612 100,00%
Revaluation reserves 18.076.812 18.061.042 15.770 0,09%
Retained loss = -1.656.680 1.656.680 -100,00%
Result for the year -2.522.804 158.266 -2.681.070 -1694,03%
Total 85.824.035 88.331.070 -2.507.034 -2,84%

The share capital, fully subscribed and paid in, is € 20,880,080.00 divided
into 803,080 shares with a nominal value of € 26.00 each.

Own shares

The number of own shares is equal to 553 shares for a nominal value of
€14,378, corresponding to 0.07% of the subscribed capital. The Bank
has set up a special reserve fund of the same amount against the treasury
shares held in portfolio, as required by current legislation.
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Regulatory capital and capital ratios

The Regulatory Capital, determined in accordance with the provisions of
the Supervisory Authority, stands at € 42.059 million, with a Total Capital
ratio of 12.90%, an improvement of 2.790 percentage points compared to
31/12/2020, although on the Regulatory Capital the suspensions deriving
from the AQR adjustments made during 2018 and 2019 were deducted for
7/10 of the total. Since the bank has decided to benefit from 2019, from
a statutory point of view, from the option descending from art.40 of Law
173/2018, which allows, following a reasoned application authorized by
the Supervisory Authority, the distribution to the profit and loss account of
the results of the AQR exercise over a period of 10 years, the allocation, as
a deduction to Regulatory Capital of the AQR adjustments in suspension
on 2021 is equal to € 32.072 million, down by € 4.581 million compared to
31/12/2020, due to the recognition of the portion (1/10) directly to the 2021
Profit and Loss Account.

BAC shows no capital deficiency for Prudential Supervisory purposes in the
year just ended.

The Bank had prudentially submitted a specific request to the Supervisory
Authority, pursuant to Article VII.I1.12 of CBSM Regulation 2007-07, in order
to benefit from a waiver of the full deduction of the equity investment in BAC
Life SpA, which is a solid holding and unique among San Marino banking
groups and which, pursuant to CBSM Regulation 2008-01, is already
subject to the measurement of the solvency margin, fully complied with.
In response, with Prot. 21/2807 of 09/03/2021, the Supervisory Authority
granted BAC, when calculating the possible shortfall for 2021, not to take
into account the positive difference between the interest to be deducted
from the Regulatory Capital and the greater of the required solvency margin
and the minimum capital established for BAC Life to carry out insurance
activities, which it does not currently require.

REGULATORY CAPITAL 31/12/2021 31/12/2020 CHANGE

Absolute %

Supervisory capital 42.059.470 31.330.660 10.728.810 34,24%

A. WEIGHTED RISK ASSETS

A.1 Credit and counterpart risk 326.154.230 310.035.766 16.118.464 5,20%

C. SUPERVISORY RATIOS

C.1 Supervisory capital / Weighted assets 12,90% 10,11% 2,790% 27,61%
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Relations with subsidiaries and
associated concerns

Transactions with subsidiaries form part of the Bank’s ordinary operations
and are conducted on normal market terms. In order to provide information
on the relationships and contracts signed and executed with Group
companies, the following tables show the related dealings:

« BAC Trustee SpA opened correspondence current accounts with the
Bank for the current management of its business, the balance of which
amounted to €0.250million at the end of 2021.

= BAC Life SpA opened correspondence current accounts with the Bank
for the current management of its business, the amount of which at the
end of 2021 was €3.183million.

e BAC Real Estate Srl has opened correspondence accounts with
the Bank for €0.012 million and SAL leasing contracts for a total of
€12.385 million.

- BAC Investments SG Spa has opened a current account with the Bank
for €0.694 million for the current management of its business.

- San Marino Finanza e Previdenza Srl opened a current account with the
Bank for € 0.024 million at the end of 2021, for the current management
of its business.

Details of financial and business relations with Group companies are shown
in the table below.
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Assets and liabilities with parent, subsidiary and associated companies

DESCRIPTION 31/12/2021 31/12/2020
Assets
Loans and advances to banks 159.554.195 116.993.426
.BANCACENTRALESPA159554195 116993426
Loans to customers 14.053.724 12.987.498
.55|35pA ................................................................ 5 35205 .................. 693754 .
.BACTRUSTEESPA_ ........................ -
. .BAC REAL ESTATE SRL ................................................ 12 335678 ............... 1 2293734
. .BKN301 SPA ........................................................... 1. 032341 ......................... o
Bonds and other financial debt instruments - -
Shareholdings 5.716.957 4.723.110
. .55|SSPA ................................................................ 3 33721 .................. 3 29502
- AGENZIAPERLO SVILUPPO - CAMERADICOMMERCIO v 1.033
. .BANCA CENTRALE SM .................................................. 4059241 ................ 4059241
. .CENTRO SERVIZI ......................................................... 333333 .................. 3 33333
. .BKN301SPA ............................................................. g 39623 ......................... o
Shareholdings in companies of the banking group 7.839.372 7.714.561
. .BAC TRUSTEE SPA ....................................................... 133795 .................. 157694
. .BAC |_|FE SPA .......................................................... 6592750 ................ 5622737
. -BAC REAL ESTATE SRL ................................................... 4 15000 B 406481
. -BAC |NVESTMENTS SG SPA ............................................... 534557 .................. 5 17599
-SANMARINO FINANZAE PREVIDENZASRL 13280 -
TOTAL ASSETS 187.164.247 142.418.594
Liabilities
Due to customers 4.746.206 2.392.838
. .BAC TRUSTEESPA ....................................................... 249952 ................... 51 162
. -BAC .L.l FE SPA .......................................................... 3132305 ................ 1. 552747
. -BAC REAL ESTATE SRL .................................................... 1 2339 ................... 571 1 4
. .35|55pA ................................................................. 15097 .................. 134751
. .BAC |NVESTMENTS SG SPA ............................................... 694343 .................. 535717
. .CENTRO SERV|Z| ............................................................. 568 .................... 1 347
.BKN301SPA ............................................................. 4 50625 e
. .SAN MAR|NO F|NANZAE PREVIDENZASRL ................................ 23661 e
- AGENZIAPERLO SVILUPPO - CAMERADICOMMERCIO vess -
Debts represented by financial instruments - -
.BACTRUSTEESPA_ ......................... o
Other liabilities - 210.000
.BACTRUSTEESPA_ .................. 210000
TOTAL LIABILITIES 4.746.206 2.602.838
Guarantees and commitments - -
. .Guarantees g,ven ............................................................. R 4 000

- Commitments
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Revenues and expenses to related parties:
subsidiaries and parent company

DESCRIPTION 31/12/2021 31/12/2020
Interest income and similar revenues - -
« BAC LIFE SPA - -
Interest expense and similar charges = -
« BAC TRUSTEE SPA - -

. . BACLIFESPA ................................................................ _ .......................... _
Dividends = =
= BAC FIDUCIARIA SPA - -

. . BACL”:ESPA ................................................................ _ .......................... _
Interest margin - -
Commission income 977.560 977.490
« BAC LIFE SPA 350.000 362.000

. . . BACINVESTMENTSGSPA ............................................. 608310 ................... 615490

. . SANMARlNOFlNANZA E PREV'DENZASRL .............................. 1 9250 .......................... _
Commission expenses - -
Profit and losses from financial transactions - -
Other net proceeds 79.250 75.000
« BAC TRUSTEE SPA 8.000 15.000

.BACINVESTMENTSGSPASOOOO 30000

.BACUFESPA30000 30000

. . . SANMARI NOFINANZA E PREVIDENZASRL .............................. 1 1250 .......................... _
Service margin 1.056.810 1.052.490
Intermediation margin 1.056.810 1.052.490
Operating costs 200.140 215.628
a) Personnel expenses 200.140 215.628
« BAC TRUSTEE SPA distacchi in 60.417 55.089

L BACINVESTMENTSGSPAdistacchiost 78908 96317

.BACLIFESPAdIStaCChIOUt23478 39635

.BACTRUSTEESPAdIStaCChIOUt37336 ..................... 2 4587
b) Other administrative expenses = =
Operating result 856.670 836.862
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In order to strengthen the Group’s governance on subsidiaries, it should be
noted that the following company representatives are present in the Board
of Directors of the aforementioned companies in the interest of the Parent
Company BAC:

BAC Trustee SpA

e members of the Board of Directors Chairman: Lorenz Berti, Vice
Chairman Emanuele Rossini, Director: Silvia Zomegnan.

e Sole Auditor: Corrado Taddei.

BAC Life SpA

e Members of the Board of Directors Chairman: Daniele Savegnago,
Directors: Wlademir Biasia, Luigi Giulio Aiudi; Director: Lorenz Berti.

e Members of the Board of Statutory Auditors: Chairman: Stefania Maria
Gatti, Statutory Auditors: Corrado Taddei and Alberto Vaglio.

BAC Investments SG SpA

e Members of the Board of Directors. Chairman: Wlademir Biasia, Vice
Chairman: Andrea Ragagni; Directors: Daniele Savegnago, Gian Primo
Giardi (independent Director); Director: Luca Pantaleoni.

e Members of the Board of Statutory Auditors Chairman: Stefania Maria
Gatti, Statutory Auditors: Andrea Lombardi, Alberto Vaglio.

BAC Real Estate Srl

e Members of the Board of Directors Chairman: Emanuele Rossini,
Director: Ignazio Gibiino;

e Sole Auditor: Stefania Maria Gatti.

SAN MARINO Finanza e Previdenza Sri

e Members of the Board of Directors: Chairman Daniele Savegnago,
Directors: Davide Selva, Samuele Brunetti.

e Sole Auditor: Sandy Concetta Stefanelli.
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Communication, marketing and
commercial activity

Theyear2021was mainly characterized by the commercial initiatives suchas:
< funding dedicated to smart working or distance learning,
< online checking account.

Development of new products such as:

» the BAC supply chains (lines dedicated to suppliers and customers of
our facilitated companies),

= posrevolving (tofinance business costs by advancing trade receivables),

= green leasing (for the purchase of hybrid or electric cars),

= mastercard debit (for electronic payments).

Updatesofpreviousagreementslinkedtofirsthomeloanswerealsocarriedout.
During 2021, the promotional campaign of the subsidiaries BAC Trustee
Spa and San Marino Finanza e Previdenza Srl was launched; the latter new
company in particular was greatly appreciated by customers with numerous
policies underwritten both in the “life” and “non-life” lines of business.
BAC'’s institutional website is constantly updated, from the “news” page,
where information regarding the BAC group is reported, to the “real estate”
page, regarding the Bank’s assets for sale, generating a lot of interest and
contact opportunities for potential divestments.

It was also created the site dedicated to Villa BAC, aimed at promoting the
prestigious property owned by BAC, leased for events such as ceremonies
and conventions.

For some years now, BAC has been strongly focused on the green world; the

Bank has in fact:

< installed a photovoltaic system that reduces the cost of electricity to
zero, as well as limiting CO2 emissions to the equivalent of 156 trees
planted,

< carried out the gradual replacement of halogen lights with LED lights in
all the premises of the BAC group,

» reduced the use of plastic (cups, mugs and water bottles were donated
to employees),

e introduced low-interest loans for energy requalification or saving
interventions,

e activated the Leasing Green employment product, dedicated to the
purchase of hybrid or fully electric vehicles.

BAC also has several other initiatives planned such as:

< installation of water microfiltration systems in all branches,

e mutual funds with underlying ESG certified funds or equivalent, which
aim to invest in the sustainable economy. As far as the websites of
BAC Investments SG Spa and BAC Life Spa are concerned, they have
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been periodically updated by reporting the returns and schedules of
the products offered, making them more usable and consultable by
clients, potential clients and employees; in favour of the latter, a market
analysis is prepared on a weekly basis by the General Manager of the
management company.

The restyling project of the three institutional websites will be operational
in the first half of 2022, promoted by a dedicated advertising campaign;
improved and updated aesthetics, but above all simplified interface with
selection of the type of customer/prospect (private or business) and then
services/products aimed at this and going to optimize and make them
“responsive” for use, now prevalent, through smartphones.

Seeking to exploit every touch point, the bank’s ATMs also continue to be
used to advertise products, services and subsidiaries, as well as to advertise
properties for sale.

The presence of BAC in local newspapers continues; constant activity on
Facebook and Linkedin pages, with excellent results.

BAC, thanks to its retail network structured with a distribution model
consisting of main branches and branch offices, has a widespread presence
in the Republic, thus being able to provide rapid responses and ensuring
maximum flexibility. Below is its structure:

Repubblica di San Marino

General Management, together with the four subsidiaries: BAC
Investments SG, BAC Life, BAC Trustee and San Marino Finanza e
Previdenza.

5 branches and 3 information desks to cover the entire San Marino
territory.

6 Self-service Areas open 24 hours a day to guarantee a complete and
constant service.

Internet Banking to have your bank always just a click away.

= Ay = Direzione Generale

BAC

Dogana - Area Self 24h
The Market - Area Self 24h

<BAC

Serravalle

Domagnano

Gualdicciolo — Area Self 24h
Tavolucci — Area Self 24h

Borgo Maggiore - Area Self 24h

San Marino Citta

Murata - Area Self 24h
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Organizational activities and operational structure

The organizational and operational activities launched and supervised for
the adequate functioning of the structures and services provided by the
Bank mainly concerned the constant monitoring of internal production
processes with a view to evolving efficiency levels through technological
and functional interventions, adjustments dependent on the evolution of
regulations issued from time to time by the competent bodies, as well as
the management of projects aimed at developing the operational structure.

Operational structure and project aspects

During the year the “organizational structure” was further developed with
a view to constantly pursuing the objective of improving the efficiency of
the processes and services offered by the BAC Group. The updating of
the “General Regulations for Corporate Bodies, General Management and
Peripheral Structures” concerned both the composition of the management
structures and certain operating processes, which are summarized below:

e updating the composition of the Banking Group to include the new
entities represented by BAC TRUSTEE Spa (formerly BAC FIDUCIARIA
Spa) and SAN MARINO FINANZA E PREVIDENZAS.r.l.,

- reallocation of the Committees alongside the Board of Directors,

e assignment of the Planning and Management Control OU to the
General Manager,

- establishment of a new structure, defined as Fiduciary Activities Unit,
responsible for the specific activities of managing the “Fiduciary
Mandate” relationships previously allocated to the Subsidiary BAC
FIDUCIARIA Spa now BAC TRUSTEE Spa.

In the area of Technology, the Institute has defined the guidelines for the
development of the banking information system, and the project for the
acquisition of full ownership of the software in use has been launched.

In addition, specific technological interventions were launched aimed at
improving IT efficiency and/or integrating new functions and services,
including the following:

= revamping of the company’s security systems, both at the head office
and at all the bank’s branches, by replacing all the alarm control panels
with systems updated to modern security standards and with modern
management and control functions,

e replacement of all video recording systems with devices suitable for
integration with the new integrated Management and Control system.

In the area of Cyber Security, the Institute has equipped itself with a new
security product aimed at significantly increasing the protection of all
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Endpoints (PCs, Laptops and Smartphones). The system uses new and
advanced cyber threat prevention systems based on Artificial Intelligence
and the Global Intelligence Network, a global network to which it is
interconnected and exchanges information in real time regarding cyber
threats, types of cyber-attack and threat classification to enable proactive
defence of the corporate network. The system will be fully operational
within the second half of the year and will enable a significant increase in
the Bank’s Cyber Security defences.

During the year, further project activities in the “e-money” area were
completed and/or started:

e the launch of the Smac card reloading project from ATM;

e the start of the replacement of the entire POS installed at Merchants.
The new Android POS belongs to the so called Smart-Pos typology
and it will allow the management of the dematerialized Smac and the
possibility for the Merchant to accept new payment circuits. Moreover,
the new POS will allow Merchants to use the applications available in the
AppStore, an open ecosystem that evolves thanks to the collaboration
and connection of payment service providers and acquiring banks with
software developers and POS users;

- theintegration of MasterCard Debit, a new service-rich debit card;

- theinstallation of two new ATMs at the new San Marino Outlet Experience
centre;

= 5) the production start-up of the new RAC platform for both POS and
ATMs;

e the implementation of the PSD2 regulations on payment systems,
in particular the Organisation & IT Unit defined and tested the new
authentication methods required by the regulations, which will become
mandatory for the use of the Bank’s Internet Banking systems from
November 2021. The new system, in addition to increasing security to
better protect customers, provides an improved User Experience.

During the second half of the year, the bank’s support services were heavily
involved in supporting customers in the process of adopting and using the
new Authentication tools.

The WWS Open Api platform has also been activated to allow access to
Third Party Providers and enable customers to take advantage of all the new
services that will be developed and provided by the new entities operating
in the sector and interconnected to the bank thanks to the enabling
technologies adopted.

The PDS2 regulation has introduced many new technological and
organisational innovations, the Organisation Unit has been heavily involved,
starting from the second half of the year, in activities aimed at technological
implementations and activities related to the management of ICT Risk and
with an impact on Payment Systems.

As a result of the above projects and the related investments, the rigorous
control over costs undertaken in recent years has continued during the past
year, resulting in significant savings in administrative expenses (-9.66%).
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In general, all overhead costs (administrative expenses and depreciation on
capital goods) fell by a significant 8.95%.

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Absolute %
Administrative expenses -4.220.895 -4.672.230 451.335 -9,66%
Indirect taxes -191.999 -207.184 15.185 -7,33%
Depreciations on instrumental assets -1.224.561 -1.312.449 87.888 -6,70%
Total -5.637.455 -6.191.863 554.408 -8,95%

Regarding Regulatory Adaptations, in addition to the evidence already
expressed above, we point out the above—mentioned updates:

“Operation of non-performing loans - Regulations for units such as

Problem Loan Management, Litigation and Debt Collection”;

- “Organisational and Management Model ex Art. 7 law 99/2013 - updated
“January 20217;

- “Risk appetite Framework - 3Year-Plan-2021-2022-2023";

- “General Regulations - March 2021 edition”;

- “Conferment of Signature and Management Powers”;

» “Committee Regulations - Updated March 2021”;

- “Measurement and Control of Operational Risks”;

« “Treasury Management Regulations”;

» “Support Measures for Households, Self~-Employed Businesses, Self-
Employed Freelancers and Professional Agricultural Operators on
Mortgages and Financing”;

- “Delegations of authority with respect to the granting of credit,
management of customer classification and withdrawal of credit
facilities”;

= “Consolidated Act on Anti-Money Laundering, Countering the Financing
of Terrorism and the Proliferation of Weapons of Mass Destruction
updated May 2021”;

- “Foreign unit - Foreign Transfer/Payment Orders — Operational Manual
updated May 2021”;

e Securities Operations Manual;

e Whistleblowing - CBSM Regulation 2007-01 - Regulation on
Whistleblowing Procedures under Article 68 of the LISF as amended by
CBSM Regulation 2020-05;

e Recalculation of purchase values of equity investments and financial
instruments art. 75 Law no. 223 of 23/12/2020;

= Product Operating Procedure “Life Multi-branch Protected”, “Life Best
Protection”, “Life Recurrent”, “Life Recurrent Pension”;

« FIA Newsletter 3/2021 “News related to the fight against money

laundering and terrorist financing published on the main national and

international websites” - Covid Publication-19 “Changes in the ML/
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TF risk landscape - Moneyval Report “Fifth Round Mutual Evaluation
Report (MER) - April 2021”;

POS service, Acquiring Pagobancomat and international and
E-Commerce;

Credit risk: lending: quantitative and qualitative limits - updated (Nov
2021);

Bancomat Cards - Credit Cards and Prepaid Cards BKN301 - Mastercard
debit - Conad Cards — Telepass and Viacard;

New Agreements for customer financing: Car and Commercial
Vehicle Leasing, Green Leasing, Residential Construction, Efficiency
Technological Systems, Fast Loan, Financing of Thirteenth month’s pay
and Severance Indemnity, Fast Loan at affiliated merchants;

Pos Revolving credit line — credit advance;

FIA Newsletter 4/2021 “News related to the fight against money
laundering and terrorist financing published on the main national and
international websites”;

Manual of Data Processing Procedures and Related Internal Control
Procedures in Disclosure Supervision Pursuant to CBSM Regulation
2015-01 (November 2021 version);

New agreements for customer financing;

LEASING - New products update;

Depositors’ Guarantee Fund;

Consolidated Act on Anti-Money Laundering, Countering the Financing
of Terrorism and the Proliferation of Weapons of Mass Destruction
updated Dec. 2021;

Senior Management Appointment;

Treasury Regulation;

Complaints Office, Payment Systems Fraud Reporting and Commercial
Disputes Office.
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Staff

Evolution and composition of the staff

As of 31 December 2021, the Bank’s workforce was 113, a decrease of 2
resources from the previous year.

This difference was determined by the exit of 4 resources (2 clerks and 2
middle management) of which 2 due to voluntary resignation, 1 due to early
retirement and 1 due to transfer to a Group company; 2 new resources were
also added (1 Executive and 1 Middle management).

With regard to the hiring of the Executive resolved by the Board of Directors
at its meeting of 27 October 2021, the Board resolved to appoint him as
Deputy General Manager, in order to strengthen the Management of BAC
which, for more than two years, has been governed by the General Manager
alone.

The number of resources seconded (Law 131/2005) to Group companies is
1.5 units, while 1 unit is seconded to BAC from a Group company.

A total of 3 employees were absent from work due to maternity leave and
union leave, and one employee was absent due to parental leave. Part-time
work was carried out by 12 employees, bringing the full-time equivalent to
104.72.

The workforce, at the end of the year, consisted of 2 Executives representing
1.77% of the total, 21 Officials representing 18.58% of the workforce, 14
Middle Managers representing 12.39% of the total workforce and 76 Clerks
representing 67.26% of the total workforce.

The average age of the staff is 46.39 years.

49.77% of staff are employed in the Commercial Network, while 50.23% are
in the General Management and Organisational Units.

The following tables show the breakdown of staff by category, age bracket,
length of service and educational qualifications.
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COMPOSITION BY AGE Men Women Total % Incidence
Over 50 20 11 31 27,43%
From 41 to 50 30 28 58 51,33%
From 31 to 40 13 10 23 20,35%
Up to 30 1 - 1 0,88%
Total 64 49 113 100,00%
BY LE'\?(',\:ITT_IOS::T;?;\"CE Men Women Total % Incidence
Over 30 10 4 14 12,39%
From 21 to 30 18 19 37 32,74%
From 11 to 20 29 23 52 46,02%
Upto 10 7 3 10 8,85%
Total 64 49 113 100,00%
COMPOSITION
BY EDUCATION Men Women Total % Incidence
QUALIFICATION
University degree 17 15 32 28,32%
School diploma 46 34 80 70,80%
Other 1 - 1 0,88%
Total 64 49 113 100,00%

As was the case in 2020, the current year was also affected by the COVID-19
epidemic, which led the government to issue countless legislative
measures aimed at containing its spread. The Bank has maintained all the
necessary safety measures and safeguards to protect the health of workers
and customers within the company. It has also encouraged the use of
holidays and leave and supported “home working”. The end of the health
emergency, effective April 1, 2022, was sanctioned by Decree Law No. 55
of 29 March 2022.

Training

The way in which the training activity was delivered was subject to the
limitations dictated by the pandemic situation: in fact, online training was
preferred to face-to-face training, the latter being used only for short
meetings in large spaces or with a small number of participants. It was
possible to appreciate, on the one hand, the company’s firm desire to invest
in training activities, and on the other, that of the employees to commit to
their own professional growth, all of which is also testified by the number
of hours dedicated to it, which in 2021 will total more than 3,800 hours
of training.
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The Bank availed itself of the services of leading Italian training companies
such as ABI, AIRA, SP Consulting, and participated in initiatives proposed
by important entities operating in San Marino (University of San Marino,
Abiesse, Assoservizi, Order of Chartered Accountants, Academy of Trust,
etc.). Furthermore, it has encouraged its employees in specific functions to
act as speakers in training courses of a compulsory or other nature.

At the beginning of the year the RUT held an in—depth meeting on Trusts
aimed primarily at staff working in the network, then later in the year the
RUT and Trust qualified colleagues in turn attended the annual refresher
course at the Trust Academy.

The topic of Anti-Money Laundering was dealt with several times by the AML
Officer during the year, both with sessions dedicated to the entire structure
- including members of the Board of Directors and Board of Statutory
Auditors — and with speeches dedicated to specific topics for specific roles.
The DPO held an internal course on Privacy for all employees on the Teams
platform and attended the “Data Protection Officer” training course, passing
the final test, and took part in the conference on “Protection of Personal
Data between National Legislation and Convention 108+” organized by the
Italian Data Protection Authority.

Following the incorporation of the Insurance Agency “San Marino Finanza
e Previdenza Srl”, in which the bank exercises control, some network
colleagues took part in training days at Finanza e Previdenza in Imola, a
company which participates in the newly-established company; the training
was then extended to most of the colleagues operating in the network and
not only, with the aim of introducing insurance topics concerning the non-
life line of business. In the insurance field, the e-learning course continued
for the certification of possession/maintenance of professional skills in
accordance with CBSM Regulation 2007-02.

In the area of credit, participation in ABI Formazione courses was promoted,
such as:

« “Expert Monitoring and Management of Non—Performing Credit”;

» “Index and flow-based financial statement analysis: proactive reading
of historical hard data”;

- “Prospective valuation under uncertainty: reading the business plan”;

= “The active management of impaired loans”.

There was also participation in ABI’s annual event “Credito al Credito” and
in the seminar on the “Evolution of the world of credit” of which Bancaforte
was an average partner.

Specific courses for the control functions concerned:

» “Cyber Security Management” now in its fourth edition, organized by
the Bologna Business School;

= “Training Intervention forthe Risk Manager Function”, organized by ABS;

e “The role of the AML function and the AML/CFT risk control”,
AIRA accredited”;
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« “Anti-money laundering regulations and compliance of auditors”,
organized by the Order of Chartered Accountants and Accounting
Experts of RSM”;

- “AML EXPQO”, organized by Cerved;

« “New IVASS Regulation no. 111/21”, organized by SP Consulting;

« “30Years of AML: between past and future”, organized by Aicom;

- “Executive Master in International Sanctions and Trade Compliance”,
organized by Aicom;

= “No Privacy, No Money - the Economic Value of Personal Data
in Banking”, organized by the Order of Chartered Accountants of
the RSM”;

- “AML&Fintech Conference”, organized by the European Anti-Money
Laundering & Compliance Study Center, in which an employee
participated as a speaker;

» “Professional training course for Risk Managers in banks”, organized
by Abiformazione;

« “WHISTLEBLOWING - the state of the art 4 years after entry into force”,
organized by Conformis in Finance;

- “Crypto-Assets: characteristics, types, functioning and EU AML rules”,
edited by Informa;

- “Risk Legal Management and Compliance”; organized by Assoservizi;

« “Corporate control functions at the heart of innovation”, organized by
Abiformazione;

- “Strategic analysis and regulatory developments in the field of anti-
money laundering”, organized by SGR compliance.

Of particular note is the training course undertaken by an IT colleague in the
area of Cybersecurity Analyst, with the issue of certification upon passing
the examinations; in addition, two employees, also in the IT department,
took part in the “AWS Training” promoted by the Secretariat of State for
Industry, Crafts and Commerce.

The Head of the Legal and Corporate Affairs Secretariat undertook the path
on “Advanced Training for Legal and Economic Professions 2021/2022”
organized by the University of the Republic of San Marino. This path started
in November 2021 and will end in May 2022.

Personnel belonging to the marketing function have received specific training
in “Brand Positioning” and “Funnel & Mixed Marketing Automation”.
Incontinuationof whathad already been activated lastyear, office automation
courses were organised at various levels with a total of 42 participants.
Starting from September, the “Morning Meeting” was established by the
Director of the subsidiary Bac Investments SG, addressed to all colleagues
of the commercial network, during which relevant finance issues and the
analysis of the trend of the main market variables are discussed. The
participation of some managers in the “Wealth Management” forum
organised by ABI was also promoted.

On the managerial side, participation in the courses on “Human Resources
Management” and “Problem Finding and Problem Solving” organised by
Anis was recorded.
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Management and some Managers took part in the workshop organised by
the Italian Association for Planning and Management Control (APB) on
“Sustainable Finance and ESG: the future of banks and finance”; in the ABI
event “ESG in Banking: sustainability and development”; at SADIBA WEB
2021, a cycle of three seminars organised by the Association for Bank and
Stock Exchange Studies; at the event organised by Ente Cassa di Faetano
“The value of local banks and the internationalisation process of the
economy”, and at the course “Bancassicura 2021”.
Also of note is the “Training course for corporate officers and senior functions
of LISF authorised parties” organised by ABS, which will continue in 2022,
which the bank readily joined.

The training cycle regarding “Worker Training and Information” under
Law 31/1998, initiated in 2020 and suspended due to the flare-up of the
pandemic, was completed.

Trade union relations

In 2021, ABS attempted to resume negotiations for the renewal of the
CCNL, which was broken off at the end of 2020. To date there have been
no developments.
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Risk management and control methodologies

The Internal Control System (hereinafter referred to as ICS) consists of a
set of rules, procedures and organizational structures that aim to ensure
compliance with corporate strategies and the achievement of effectiveness
and efficiency of business processes, safeguarding the value of activities,
the reliability and integrity of accounting and management information and
the compliance of operations with the current applicable regulations.

The Bank structured its internal control system in a way to make sure that
its activities are based on sound and prudent management and effective
risk management which is in line with the strategies and policies adopted
and enables it to achieve its corporate objectives in compliance with plans,
procedures and internal regulations as well as with the law and supervisory
regulations.

The internal controls involve the administrative bodies, the Board of
Statutory Auditors, the Management and all staff with different roles and
are an integral part of the Bank’s daily activities.

The control system has three levels:

= line controls (first level), aimed at ensuring the right execution of
operations. They are carried out by the same operating structures (for
example, hierarchical controls) or incorporated into procedures or
performed as part of back-office activities;

= risk management and compliance controls (second level), which aim
to verify compliance with the limits assigned to the various operating
functions, to check the compliance of the company’s operations with
the regulations, including those of self-regulation. They are entrusted
to specific functions, in order to ensure the separation between
operational and control functions;

= the internal audit activity (third level), which aims to assess the
functionality of the overall internal control system and identify
anomalous trends, violations of procedures and regulations. It is
conducted continuously, periodically or by exception, including through
on-site audits by the Internal Auditing Function.

The Internal Auditing Function (hereinafter referred to as IA) is responsible
for assessing the completeness, adequacy and functionality of the internal
control system and bringing possible improvements to risk management
policies as well as measurement tools and procedures to the attention of
the Board of Directors and the Head of the Executive Structure.

The IA also aims to contribute to the protection of the assets and Group
stability and all its member companies and to provide a “reasonable
guarantee” that the company organization can efficiently achieve its
objectives.

The IA Officer reports directly to the Board of Directors, prepares the
guidelines and annual plan for the audits/inspections to be carried out in
respect of the Bank and all the Group Entities for which the Function has
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been outsourced, and in any event without prejudice to the right to intervene
on the entire perimeter, and proposes them to the Board of Directors for
approval.

All other control functions — Risk Management, Compliance, Anti-Money
Laundering - also report directly to the Board of Directors, in compliance
with current regulations.

The Risk Management Function is in charge of second-tier controls in the
risk management area, and contributes particularly to the definition of risk
measurement methods, verifies compliance with the limits assigned to the
various operating structures and checks the consistency of the operations
of the individual production areas with the risk-return objectives assigned.
The Risk Management function has an overall view of all the risks assumed
by the Bank and more in general by the Group and brings together within it
the specific skills involved in managing the various types of risk, ensuring
the promotion of a risk culture at corporate level.

The Compliance Officer (Compliance Function), is the guarantor of the
verification of the Bank’s regulatory compliance and its Subsidiaries where
applicable, with the provisions of the law, the articles of association, and the
supervisory regulations, ensuring compliance with the same. In particular,
he ensures the adequacy, functionality and reliability of the controls in
line with legal and regulatory requirements as well as internal policies and
procedures. He provides consultancy on compliance to corporate bodies and
staff and collaborates in the definition of internal policies, procedures and
processes to ensure compliance and to manage the so-called “compliance
risk”.

In addition, he manages the Complaints Department by carrying out the
following activities: collecting and recording complaints submitted by
customers, investigates them and involves the competent company units as
well as prepares the related periodic reports.

As for the Anti-Money Laundering Officer, he is in charge of managing
internal reports and carrying out in—depth analysis on them, moreover, he
carries out the analysis of the transactions carried out by customers in order
to search and acquire useful information for the analysis of the movements
and, if the conditions are met, he transmits the relevant information to
FIA. He acts as a liaison with the aforementioned Agency and responds
promptly to any requests coming from it. Finally, he ensures that access to
his archives is forbidden to unauthorized persons and is responsible for the
confidentiality of the documents acquired and reports received.

During the year, the Internal Auditing function monitored the work of the
entire organisational structure, on the basis of the plan included in the “2021
Internal Audit Plan” approved by the Parent Company’s Board of Directors
at its meeting on 29 January 2021, in addition to the specific plan assumed
by the subsidiary BAC Life Spa, whose Internal Auditing activities are
outsourced to the same function of the Parent Company BAC. With regard
to the subsidiary BAC Investments SG S.p.A. it should be noted that the
Internal Auditing function has been outsourced to a third-party company. It
should be noted that, within the Banking Group, the Parent Company carried
out the following activities necessary for the exercise of Group Governance:
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e Regulatory functions: it translated the general and specific provisions
issued by the Supervisory Bodies into its own binding directives for the
subsidiaries and verified their compliance.
« Control functions: it equipped the Group with an Internal Control
System, validated the control procedures and disclosed the criteria for
measuring, managing and controlling all risks.
In the interest of the Banking Group’s stability, the main general and specific
provisions issued by the Supervisory Authorities were translated into Group
directives in 2021, which are set out below and ordered with respect to the
date of issue of the corresponding internal regulations (Circulars):
Type @ Year No. Internal regulations Supervisory provisions
FIA Newsletter 1/2021 “News related to the fight against money
CIR 2021 2 FIA Newsletter 01/2021 laundering and terrorist financing published on the main national
and international websites”.
SUPPORT MEASURES FOR FAMILIES, BUSINESSES ... Decree
Urdent measures to assist San Marino Law no.6 of 26 January 2021 (Ratification Decree Law 224/2020),
CIR 2021 16 farglilies legislative decree 73/2021 Regulation no.2 of 4 February 2021, Delegated Decree no.60
1189 of 26 March 2021 (Ratification of Delegated Decree no.49 of 4
March 2021), Delegated Decree no.73 of 29 April 2021.
FIA Newsletter 2/2021 "News related to the fight against money
CIR 2021 23 FIA newsletter 2/2021 laundering and terrorist financing published on the main national
and international websites”.
Whistleblowing - CBSM Regulation 2007-01 - Regulation on
CIR 2021 28 Whistleblowing Reports Whistleblowing Procedures ex art. 68 LISF amended by CBSM
Regulation 2020-05
e FIA Newsletter 3/2021 “News related to the fight against
FIA Newsletter 3/2021 — money Iqundlerlné;_and ter_rorlslt ﬁn;r_ncmg published on the
CIR | 2021 | 33 | Covid-19 Publication - main national and international websites ™.
Monevval Report e  Covid-19 Publication “Changes in the ML/TF risk landscape
Y P = Moneyval Report “Fifth Round Mutual Evaluation Report
(MER) - April 2021”
FIA Newsletter 4/2021 “News related to the fight against money
CIR 2021 42 FIA Newsletter 4/2021 laundering and terrorist financing published on the main national
and international websites”.
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Furthermore, the main internal regulatory interventions which led to
adjustments in the Regulations in use and/or the issuing of new texts are
reported below:
. Internal regulatory developments and/or
Type @ Year No. Internal regulations external regulatory adjustments
CIR 2021 3 Organizational Model Organisational and Management Model ex Art. 7 law 99/2013 -
Law 99.2013 (Jan2021) General & Special Part - updated "“January 2021".
. Disclosure requirements concerning the Central Risk Management
CIR 2021 6 Central Risk (Feb2021) System = CBSM Circular 2015-02 and subsequent amendments
. Update of the General Regulations for Corporate Bodies, General
CIR 2021 9 General Regulations (Mar2021) Management and Peripheral Structures ("March 2021")
. . Rules of Procedure of the Internal Committees -
CIR 2021 11 Regulations Committees (Mar2021) updated (mar 2021)
Consolidated Act on Anti-Money Laundering, Countering the
CIR 2021 19 Consolidated Act on AML CFT PF Financing of Terrorism and the Proliferation of Weapons of Mass
Destruction updated May 2021
CIR 2021 24 Securities Manual Securities Operations Manual (updated)
Manual of Data Processing Procedures and Related Internal
CIR 2021 43 Information Supervision Manual Control Procedures in Disclosure Supervision Pursuant to CBSM
Regulation 2015-01 (November 2021 version)
"Central Bank Regulation 2016-01 on the Depositors’ Guarantee
R Fund” supplemented and amended by Regulation 2017-05 -
CIR 2021 45 Depositors’ Guarantee Fund "“Circular on the Method of Determining Contributions to the
Depositors’ Guarantee Fund 2017/01” (updated Nov2021)
CIR 2021 49 Treasury Management Regulations Regulatloq of Treasu_ry Management activities (corporate liquidity
and financial portfolio)

The Risk Management Function carried out its activities in the manner and
frequency required by internal regulations.

During 2021 the Bank approved the update of the 2020-2022 3Year-Plan
and consequently at the Board of Directors meeting on 10/3/2021 the new
RAF was approved.

Specifically, during 2021, the Risk Management function performed the
main activities indicated below:

e Formulation of opinions on major transactions;
e Quarterly analysis of risk positioning and verification of compliance with
the limits set by the RAF;
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e Levelll controls on asset quality;

< Continuous monitoring of the liquidity position, both operational and
structural, according to the model defined in the specific policy and
related stress tests;

- Transposition of regulatory provisions on level Il controls on performance
monitoring;

* Reporting of loss events related to operational risk;

= Monitoring of market risk relating to the Bank’s proprietary portfolio;

« Monitoring of interest rate risk exposure and related stress tests;

e Support to the General Management and to Planning and Management
Control for the definition and verification of the objectives foreseen in
the 3Year-Plan;

e Preparation of the NPL plan incorporated in the 3Year-Plan;

e Activities preparatory to the sale of NPLs to the system vehicle;

< Collaboration activities with other functions directly involved in the
transposition of PSD2 regulations.

Anadditional resource was assigned to the Risk Management functionin July.
In carrying out the assurance activity on the management of the risk of non-
compliance to which the Bank is exposed, the Compliance Function carried
outverification activitiesregarding the Legislative and Regulatory Provisions
issued by the Supervisory Authority, the Internal Provisions concerning the
Consolidated Acts, Operating Manuals, Circulars, Service Communications
and contracts in general. Full organizational and regulatory compliance was
noted on all of them.

Control interventions were also carried out within specific areas and the
analyses showed that the activity complied with the provisions.

In accordance with internal regulations and the initiative plan, the function
carried out a constant and continuous monitoring of the risks in terms of
preventing and countering money laundering and terrorist financing.

The resolutions of the Congress of State were regularly brought to the
attention of the Administrative Body in compliance with the provisions
concerning the fight against money laundering and terrorist financing.

All the control functions maintain a continuous critical interaction through
periodic moments of discussion and mutual exchange of information in the
management of the control processes in order to pursue a full awareness of
the risks.

The Anti-Money Laundering Officer (AML Officer) is the guarantor of all the
activities established by the regulations in force concerning the prevention
and contrast of money laundering, terrorism financing and proliferation
of weapons of mass destruction. The AML Officer is responsible for the
receipt of internal reports of suspicious transactions, their examination and
transmission to FIA, if it considers them grounded. The AML Officer performs
the analysis of the transactions carried out by the customers on his own
initiative, researches and acquires the information and, if it deems that the
anomalies detected are really referable to a suspicion, it transmits areport to
FIA. He/she plays the role of interlocutor with FIA, promptly responds to the
requests coming fromitandrepresentsthe linkbetweenthe Networkand FIA.
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He/she draws up an annual report on the activity carried out, including the
control plan, and submits it to the Board of Directors for approval, subject to
the favourable opinion of the Board of Statutory Auditors, he/she proposes
an annual training plan for all the Banking Group’s employees to the Anti-
Money Laundering Committee, aimed at achieving a continuous updating
of the Senior Management, employees and collaborators, according to the
duties carried out, it analyses the “unexpected” transactions characterized
by unusually high amounts and those on which there are doubts on the
purposes for which they are concretely intended, takes care of forwarding
the notifications on the violations of the rules on the restrictions on the
use of cash and bearer securities to the FIA, on the inconsistency of the
declaration of the beneficial owner, on the freezing of funds, the objective
notifications. The AML Officer also receives the reports of the violations of
the anti-money laundering “whistleblowing” regulations assuring all the
employees, collaborators and corporate representatives the possibility to
send a report and takes care of its transmission to the FIA. It does not allow
the access to its archives to unauthorized persons and it is responsible for
the confidentiality of the documents acquired and the reports received.
AML Staff

In order to perform his duties, the AML Officer makes use of the Staff
Structure known as “AML”. The AML (Anti Money Laundering) Staff ensures
the performance of all the operational and control activities relating to the
prevention of and the fight against money laundering and terrorist financing
for the Bank and, where applicable (outsourcing), for the Subsidiaries. It
represents the central functional reference point for AML reports received
from the Network.

Risk management policies

Concerning the overall management of the risks to which it is exposed, the
Bank has defined the map of significant risks which constitutes the framework
within which risk assessment, measurement, monitoring and mitigation
activities are carried out. To this end, it has identified all the significant
risks to which it is, or could be, exposed and which could jeopardise its
operations, the pursuit of its strategies and the achievement of its corporate
objectives. For each type of risk identified, the relative sources of generation
are identified (also for the purposes of the subsequent definition of the tools
and methodologies to monitor the relative measurement and management)
and the structures responsible for management.

On the subject of monitoring and managing risks (credit, market, liquidity,
interest rate, exchange rate, counterparty and operational risks), the Risk
Committee met periodically to verify the level assumed by the risk indicators
defined by the Board of Directors and to define any strategies for recovery in
the event that limits were exceeded. If limits were exceeded, the Board of
Directors was informed.
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Credit and counterparty risk

Credit risk is defined as the risk that, as part of a credit transaction, the
debtor does not fulfil his obligations to repay the principal and/or pay
interest, even partially, to his creditor. The definition of credit risk also
includes the risk of downgrading of the debtor, i.e., the possibility that
the creditworthiness of a counterparty turns out to be lower than originally
estimated by the creditor.

The procedures for managing and monitoring this risk are governed by the
current Credit Regulations. The document defines the Bank’s policies on
credit disbursement and sets out the guidelines that must guide the lending
activity, the organisation of the lending process, the functions involved
and the risks associated with it. Concerning strategic limits, the document
contains their definition, the permitted level, the monitoring methods and
the management of any excesses.

The Prudential Supervisory Regulations (CBSM Regulation 2007-07) require
the bank to maintain a level of regulatory capital sufficient to cover 11% of
the total risk-weighted assets to cover the risk of loss due to default by
debtors. These credit risk weighting coefficients applied to the exposure net
of value adjustments, are differentiated according to three parameters and,
particularly, debtor counterparties, country risk and guarantees received.
In order to focus more on the management and monitoring of non-
performing loans, the Bank adopted regulations relating to doubtful loans.
The document defines the procedures for classification, management and
assessment of doubtful loans. Impaired loans are assigned to specific
internal organisational units. In order to reduce the risk of generating non-
performing loans and analyse predictive signs of insolvency situations,
checksare carried outonanomalous trends, with consequentcommunication
to the organisational units in charge of restoring correct operations.

The credit risk limits that are monitored by the Risk Management function
concern: duration limits, limits on the maximum amount financed for
mortgage loans compared to the estimated value of the property, as well
as specific limits on financial leasing transactions, such as duration, amount
of advance rent and amount of final redemption. Monitoring is carried out
during the resolution phase. As a result of the significant presence of fixed
credit assets credit risk represents a strategic focus of attention as specified
below.

In addition to traditional lending activities, banks are normally exposed to
position and counterparty risks with reference to securities transactions.
To this end, appropriate strategic limits are defined in the Bank in terms
of maximum exposure for each security, for homogeneous categories of
securities (e.qg. asset class, currency, geographical area, etc.) and for each
counterparty or banking group, the management and monitoring of which
are governed by the Finance Regulations.
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Market and exchange rate risk

In managing its own portfolio, the Bank incurs market risks mainly due to
the volatility of interest rates and market prices; possible fluctuations in
the prices of the securities purchased may generate actual losses (if the
security is sold) or potential losses (mark-to—market valuation).

In order to adequately manage and monitor this type of risk, in line with
the level of available capital, the Bank defined policies within the Finance
Regulations for carrying out financial activities relating to treasury
management and the securities portfolio. The document sets out the
structure of the finance process, the functions involved, the types of risk
involved, the rules for evaluating the securities in the own portfolio, the
strategic limits and the related control methods.

The Risk Management Function is responsible for assessing the strategic
limits defined inthe Regulations and reports the results to the Risk Committee
and also informing the Board of Directors in case of excesses. The market
risk limits that are monitored by the Risk Management Function concern
the own portfolio (securities and banks) and in particular the Maximum
Acceptable Loss, the VAR (Value At Risk), the maximum composition limits.
Monitoring is carried out by means of market risk analysis (VAR, Duration)
provided by an external Servicer and by means of extractions from the
information system integrated with market data extrapolated from the
Bloomberg infoprovider.

In addition, the Risk Management function is responsible for verifying
compliance with the limit, defined in the Financial Portfolio Management
Rules, for exchange rate risk. Monitoring concerns the level assumed by the
open foreign exchange position.

Interest rate risk - banking portfolio

The bank’s financial statement is subject to the risk due to fluctuations in
interest rates. These fluctuations have an impact on both the economic
and equity level, due to the different composition of assets and liabilities
in terms of interest rates (fixed or variable) and in terms of repricing times.
The Risk Management Function is responsible for monitoring the
aforementioned interest rate risk through ALM (Asset Liability Management)
models, both in the short-term (impact on interest margin) and in the
medium/long term (impact on equity), with the aim of measuring the impact
of fluctuations in market rates on the bank’s earnings and economic value.
The interest rate risk analysis is performed on the basis of reports provided
by an external Servicer.

The results of the interest rate risk monitoring, in case of excesses, were
submitted to the Risk Committee as well as to the Board of Directors.
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An adequate level of liquidity is essential for the proper functioning of the
all-bank operations in both the short and medium to long term. In order to
face this risk, it is therefore advisable to have an adequate level of liquid
or readily liquid assets in the short term and to be part of a correct ratio
between assets and liabilities maturing in the medium-long term. The
liquidity level is also monitored by the Supervisory Authority, which for
some time now required banks to send specific reports.

The Bank defined its internal strategic limits whose management and
monitoring are established in the Finance Regulations approved by the
Board of Directors. The liquidity risk limit monitored by the Risk Management
Function is the coverage ratio of sight deposits. The indicator expresses the
bank’s ability to cope with any reductions in demand deposits. Monitoring
is carried out on the basis of data extrapolated from the liquidity report sent
to CBSM.

The results of liquidity risk monitoring were submitted to the Risk Committee
as well as the Board of Directors, in case of failure to comply with the
established limit.

Operational risk

Operational risk is inherent to the exercise of banking activity as it is
generated transversally by all company processes; the main sources of
operational risk are attributable to possible internal fraud, malfunctioning
of information systems, professional obligations towards customers or the
nature or characteristics of the products offered.

The Bank defined the responsibilities and articulated organisational powers,
both on the top management bodies and on the company’s organisational
units, aimed at controlling the risk in question.

The internal audit function, within the broader scope of its own control
activities, carries out specific and targeted checks on operational risks.

In terms of capital absorption, current legislation on Prudential Supervision
(CBSM Regulation 2007-07) provides for the application of the so-called
Basic method of Basel (Basic Indicator Approach). In particular, the
minimum capital coverage required is equal to 15% of the average gross
intermediation margin of the last three financial years.
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BAC has always paid great attention to charitable initiatives oriented towards
social issues and characterized by high ethical values. Also in the past 2021,
and in compliance with the resolutions of the Shareholders’ Meeting, the
Board of Directors of the Bank supported the following associations during
the past financial year:

e Associazione Studentesca Sammarinese Scuola Secondaria Superiore
(San Marino High School Student Association);

< Associazione Attiva Mente (Active Mind Association);

- Associazione Sorptimist Intenational San Marino (Sorptimist
International San Marino Association);

e Colletta Alimentare (Food Drive).
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Significant events occurring after
the end of the year

2022 sees the pandemic crisis in its last throes, with the relaxation of
sanitation measures due to falling infection rates and the virus being less
dangerous, resulting in no pressure on hospital admissions and intensive
care

However, 2022 opens with a new emergency: the Russian-Ukrainian political
crisis, which resulted in the outbreak of war between the two countries on
February 24. Beyond the suffering and humanitarian crisis caused by the
Russian invasion of Ukraine, the entire global economy will be affected by
slower growth and faster inflation.

The impacts will flow through three main channels. One, rising prices of
commodities such as food and energy, which will further increase inflation,
in turn eroding the value of incomes and weighing on demand. Two,
neighbouring economies in particular will face disrupted trade, supply
chains and remittances, as well as a historic surge in refugee flows. And
three, lower business confidence and greater investor uncertainty that
will weigh on asset prices, tightening financial conditions and potentially
spuring capital outflows from emerging markets.

Russia and Ukraine are major commodity producers and supply disruptions
have caused global prices to soar, particularly for oil and natural gas. Food
costs have risen; wheat, for which Ukraine and Russia are the largest global
exporters (they hold 30% of world exports) has reached a record high.
With regard to the Russia-Ukraine war, it should be noted that San Marino
transactions with Russia are limited: as noted by the rating agency Fitch®
on the occasion of the confirmation of the sovereign rating of the Republic
of San Marino BB+, stable outlook, the exports of San Marino to Russia,
Ukraine and Belarus represent less than 1% of the total exports of goods.
If the conflict continues, we believe that the luxury and tourism sectors could
be hardest hit. There have been no reverberations on banking activity at the
moment, with the exception of the strong volatility seen in financial markets.
In addition, in April 2022 the International Monetary Fund (hereinafter also
IMF) carried out the usual follow-up, following the mission undertaken in
2016, inour Republictoassessthe state of the economyand the interventions
put in place to overcome the fragilities found in previous Reports. Bac
also took an active part in the usual discussion with IMF representatives,
with whom the need to improve profitability and efficiency through the
development of new businesses was shared, particularly in insurance

8 Fitch Report 11 March 2022.
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and sustainable finance (ESG), this presupposes an involvement first and
foremost of the governmental structure and the Supervisory Authority so
that they take action to adapt the reference regulations. Another topic of
discussion was the cost structure and the need to intervene to reduce costs,
given the high fixed costs of personnel and policy and compliance activities.
Also, in this direction it is necessary to collaborate in order to find a shared
system solution with the Government and Supervisory Organizations, as
well as with the Trade Associations.
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Business outlook

In the current 2022 BAC has revised the 2022-2024 three-year Development
Plan, which was definitively approved by the Board of Directors on
28/02/2022. The development guidelines that have been identified confirm
the centrality of the companies belonging to the BAC group as creators of
value through dedicated asset management, insurance and asset protection
products, the growth of consultancy support to clients, the drive towards
digitalisation, organisational efficiency and attention to ESG (environmental,
social and governance) factors. The 2022-2024 three-year Development
Plan provides for a return to economic equilibrium in subsequent years. All
of the above corroborates the assumption of business continuity.

We would like to express our heartfelt thanks to all the Bank’s staff for their
fruitful cooperation and commitment in carrying out their activities, in a
year that proved to be difficult for the country, following the continuation of
the pandemic events linked to the spread of the COVID19 virus.

We extend our esteemed appreciation to the Board of Statutory Auditors
and the Supervisory Authority, for the comparisons and support provided.
Last but not least, we would like to express our sincerest gratitude to our
customers for the preference given to the services and products offered by
the Bank.
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Proposal for approval of the financial statements
and allocation of results for the year

Dear shareholders,

We submit the financial statements for the year ended as of 31 December
2021 for your approval, consisting of the Management Report, Balance
Sheet, Profit and Loss Account and Explanatory Notes. We propose to
approve the coverage of the loss for the year 2021 of € 2,522,804 through
the use of the ordinary reserve.

As a result of the above approval, the composition of the Shareholders’
Equity will be as follows:

NET EQUITY 31/12/2021
Share capital - subscribed and paid-up shares 20.880.080
Ordinary reserve fund 46.726.154
Extraordinary reserve fund -
Share premium reserve fund -
Reserve fund for own shares 14.378
Non-distributable reserve fund 126.612
Revaluation reserves 18.076.812
Losses carried forward -
Result for the year -
Total 85.824.035

There are 553 treasury shares held in the Bank’s portfolio with a nominal
value of €14,378 and they represent 0.07% of the subscribed capital.

San Marino, 03/05/2022 The Chairman of the Board of Directors
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Subjective and objective conditions

Pursuanttoart. 6, paragraph 10, of Law no. 47 of 23/02/2006 and subsequent
amendments and additions, all members of the Board of Directors of
Banca Agricola Commerciale Istituto Bancario Sammarinese SpA declare,
under their own responsibility, that they continue to meet the subjective
and objective conditions required by law to hold the office of Chairman
and Director.

San Marino, 03/05/2022
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Statement of assets and liabilities - Assets
CODE ASSET ITEMS 2021 2020
10 Cash and cash equivalents with central banks and post offices 4.328.218 3.204.455
20 Treasury securities and other financial instruments eligible for refinancing with central banks - -
a) Treasury securities and other similar financial instruments - -
" b)Otherfinancial instruments eligible for refinancing with central banks - -
30 Loans to banks 182.078.479 134.657.459
a) At sight 155.100.534 100.328.735
P b) .o.t.h.e.r. recewables ............................................................................................... 26977945 ................ 34328724
40 Loans to customers 282.530.214 305.250.799
a) At sight 111.945.987 129.616.273
P b) .O.t.h.e.r. recewames .............................................................................................. 170584227 ............... 175634526
50 Bonds and other debt financial instruments 65.795.804 83.750.772
a) Public issuers 38.749.760 76.810.643
P b) Bank|ssuers .................................................................................................... 18228712 ................. 5397148 .
P C) F|nanc|a| ﬁrms Other than banks .................................................................................. 1018771 .......................... S
P d) Other .ssuers .................................................................................................... 779 3551 ................. 1 542 931 .
60 Shares, stocks and other capital financial instruments 44.876.038 26.915.723
70 Shareholdings 5.716.956 4.723.110
a) Financial firms 5.048.869 4.059.242
P b) Non-ﬁnanc|a|busmesses .......................................................................................... 668087 ................... 663868
80 Equity investments in group companies 7.839.372 7.714.561
a) Financial firms 7.227.317 7.140.386
P b) Non—ﬁnanc|a|busmesses .......................................................................................... 612055 ................... 574175
920 Intangible fixed assets 1.411.315 1.535.903
a) Financial leasing 470.981 519.419
of which assets under construction - -
b)Assetsawa|t|ng|ease ..................................................................................................... RRERIEEIEERER RN =
of which due to default by the tenant - -
P C)Ass .e.t.s ava. I.a.t.)l.e: from d ebt C o||ect.on ...................................................................................... RRRRIEEIEEEER RN -
of which assets available for credit extinction through a settlement agreement - -
P d) Goodwn e, RRRRIEEIEEEER RN i
P .e.). |nsta|| at|on expens es ..................................................................................................... RRRRIEEIEERER RN =
P f) Othermtan g|b|eﬁxedasset S ........................................................................................ 940334 ................. 1016484
100 Tangible fixed assets 164.850.784 165.555.848
a) Financial leasing 58.739.716 65.711.117
of which assets under construction 10.644.346 10.636.420
P b)AssetS awa|tmg l.e.a;s.é ............................................................................................ 2511997 ................. 2229101 .
of which due to default by the tenant 2.611.997 2.229.101
. o) Assets available from debt collection 76.070.413 69.216.830
of which assets available for credit extinction through a settlement agreement 76.070.413 69.216.830
P d) Lands andbu”dmg S ............................................................................................ 2715 7331 ................ 2805 9 785
P e) Oth er tang|b|eﬁxed assets ......................................................................................... 27 1277 ................... 33 g 015
110 Capital subscribed and not paid-in - -
of which called-up capital - -
120 Own shares or quotas 14.378 14.378
130 Other assets 125.547.851 129.920.008
140 Accrued income or prepaid expenses 246.935 304.212
a) Accrued income 68.324 101.096
P b) Prepa|d expenses .................................................................................................. 173611 ................... 203116
150 Total assets 885.236.344 863.547.228
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Statement of assets and liabilities - Liabilities
CODE LIABILITIES ITEMS 2021 2020
10 Amounts due to banks 1.228.033 1.189.695
a) At sight 1.228.033 1.189.695
B b) Termorw|thOUt nouce ..................................................................................................... _ .......................... _ .
20 Amount due to customers 512.022.575 473.389.996
a) At sight 468.476.402 435.812.911
B b) Term orw'thoutnotlce .......................................................................................... 43 546173 ................ 37577085
30 Payables represented by financial instruments 195.251.102 207.233.579
a) Bonds - -
B b) Certlﬁcatesof depOSIt ......................................................................................... 195251102 ............... 207233579
c)Otherﬁnanaalmstruments ................................................................................................ _ .......................... _
40 Other liabilities 86.833.489 89.384.428
of which checks in circulation and similar securities 687.867 929.136
50 Accrued expenses and deferred income 148.747 162.100
a) Accrued expenses 715 1.289
b)Deferredmcome ................................................................................................... 148032 160811 .
60 Severance 516.480 522.895
70 Reserves for risks and charges 1.010.894 932.477
a) Provisions for pensions and similar obligations - -
b)Taxreserves13803 ..................... 1 3803 .
B C)Otherreserves ..................................................................................................... 997091 ................... 918674
80 Provisions for credit risks - -
90 Provision for general financial risks - -
100 Subordinate liabilities 2.400.988 2.400.988
110 Subscribed capital 20.880.080 20.880.080
120 Share premium reserve = =
130 Reserves 49.389.948 50.888.362
a) Ordinary or legal reserve 49.248.958 50.873.984
of which Reserve in tax suspension 1.227.968 1.227.968
b)ReserveforownSharesoquOtas14378 ..................... 1 4378
C)Statumryreserves ........................................................................................................ _ .......................... _ .
d)Other reserves .................................................................................................... 126612 .......................... _ .
140 Revaluation reserves 18.076.812 18.061.042
150 Retained earnings (losses) carried forward - -1.656.680
160 Profit (loss) for the year -2.522.804 158.266
170 Total liabilities 885.236.344 863.547.228
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Guarantees and commitments

CODE ITEMS 2021 2020
10 Guarantees given 9.525.640 11.665.947
a) Acceptances 48.948 121.667
© botherguaamtees VL 11.544.280
20 Commitments 17.984.294 5.768.898
a) For specific use 14.503.935 -
of which financial instruments - -
O bRorumspecificuse 210497 3592068
of which financial instruments - -
C gotercommitments 1300862 2176830
Total 27.509.934 17.434.845
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Profitandlossaccount
CODE PROFIT AND LOSS ACCOUNT ITEMS 2021 2020
10 Interest incme and similar revenues 11.547.553 12.979.245
a) On loans to banks -132.267 -4.747
F b)onloans tocustomers ............................................................................................. 10670992 ................ 12057495
F c) ondEbt Secumleg ................................................................................................. 1008828 ................... 916497 .
20 Interest expense and similar charges 2.792.654 3.021.441
a) On amounts due to banks 5.027 3.072
F b)onamounts dueto Customers ......................................................................................... 664275 ................... 694684 .
- O) Ondebts represented by financial instruments 2123352 2303685
of which on subordinate liabilities 71.850 16.852
30 Dividends and other revenues 1.494.642 1.157.687
a) On stocks, quotas and other equity securities 920.000 -
b)onShares ................................................................................................................. S 150000 .
F c) ongroupcompanyShares ............................................................................................. 574542 ................. 1007687 .
40 Commission income 6.391.980 5.917.438
50 Commission expense 1.375.554 1.180.512
60 Profits (losses) on financial transactions (+/-) -1.301.462 1.634.377
70 Other operating income 11.566.339 10.517.994
80 Other overhead costs - -
920 Administrative expenses 12.421.411 13.142.011
a) Personnel expenses 8.008.517 8.262.596
of which: 5.714.782 5.952.904
= Salaries and wages
= Welfare contributions 1.551.661 1.598.640
= Severance 509.472 531.772
= Pensions and similar obligations - -
- Directors and aditors 193.740 158.751
= Other personnel costs 38.862 20.529
F Otheradmm,strat,ve expenses ......................................................................................... 4412894 ................. 4879415 .
100 Value adjustments on Intangible fixed assets 197.484 236.426
110 Value adjustments on tangible fixed assets 11.302.337 12.063.062
120 Provisions for risks and charges 70.225 31.660
130 Provisions for credit risks = =
140 Value adjustments on loans and on provisions for guarantees and commitments 9.567.017 7.959.000
150 Write-backs on loans and provisions for guarantees and commitments 5.027.418 2.064.973
160 Value adjustments on financial fixed assets 611.422 =
170 Write-backs on financial fixed assets - -
180 Profit (loss) from ordinary activities -3.611.634 -3.362.398
190 Extraordinary income 1.310.218 3.735.292
200 Extraordinary expenses 221.388 214.628
210 Extraordinary profit (loss) 1.088.830 158.266
220 Taxes for the year = =
230 Change in the provision for general financial risks = =
240 Profit (loss) for the year -2.522.804 158.266
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Cash-flow statement (amounts in euro)

FUNDS GENERATED AND DEPOSITED 31/12/2021 31/12/2020 FUNDS USED AND INVESTED 31/12/2021 31/12/2020

Funds generated by management 19.773.228 21.006.167 ;’:L“;;fgg‘{;"r’“g:g;:;g:tf““ds 5.573.189 2.808.315

Profit (loss) for the year (2.522.804) 158.266 Use of provision for pension - -

Allocation to the pension fund - - | Use of provision for severance 522.895 521.006

Severance 516.480 540.957 | Use of provisions for credit risk - -

Provision for credit risks - - | Use of provisions for risks and charges 22.877 222.336

Provisions for risks and charges 101.294 48.456 | Decreases in the provision for bad debts 5.027.418 2.064.973

Increases in the provision for bad debts 10.178.439 7.959.000

?ﬁg’:g?g{;;i’gj’:;‘;‘;a”gib'e and 11.499.820 12.299.489

Increase in funds deposited 38.670.917 55.563.813 | Increase in funds invested 78.293.925 78.497.762

Amount due to banks 38.338 - | Cash and other values 1.123.763 -

Amount due to customers 38.632.579 55.496.447 | Loans to banks 47.421.021 27.517.075

:Zr’]as};i'tl)rlssnrtespresented by financial _ - | Loans to customers _ -

Other liabilities - - | Bonds and other debt securities - 38.204.839

Accrued liabilities and deferred income - 67.366 fg‘é’;ﬁii’:st“ks and other equity 17.960.315 6.702.747

Subordinated liabilities - - | Shareholdings 124.811 -
Equity investments in group companies 993.846 4.421
Tangible and intangible fixed assets 10.670.168 6.068.681
Other activities - -
Subscribedcapital not paid-in - -
Accrued income and prepaid expenses - -

Decrease in funds invested 39.953.970 53.920.330 | Decrease in funds deposited 14.546.770 52.409.789

Cash and other values - 4.209.205 | Amounts due to banks - 64.516

Loans to banks - - | Amounts due to customers - -

Loans to customers 17.569.564 40.479.258 E;’;?}Z'ﬁcsi;‘ffgsfriﬁgﬁts 11.982.477 27.990.996

Bonds and other debt securities 17.954.968 - | Other liabilities 2.550.938 22.750.099

g:catgsiii’esst%ks and other equity - - | Accrued liabilities and deferred income 13.355 -

Shareholdings - - | Subordinated liabilities 1 1.604.178

Equity investments in group companies - 372.031

Tangible and intangible fixed assets - -

Other activities 4.372.158 8.816.784

Subscribed capital not paid-in - -

Accrued income and prepaid expenses 57.280 43.052

Changes in shareholders’ equity 15.770 3.225.557 | Changes in shareholders’ equity = =

Increase "other reserves” 15.770 3.225.557

Capital payment - -

Total funds generated and deposited 98.413.885 133.715.866 | Total funds used and invested 98.413.885 133.715.866
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Explanatory notes to
the 2021 financial statements
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Structure and content of
the financial statements

The financial statements for the year 2021 were prepared in accordance
with the provisions of the Regulation no. 2008-02 about the preparation
of the financial statements of banks issued on 23 September 2008 by the
Central Bank of the Republic of San Marino, pursuant to article 39 of Law
no. 165 of 17 November 2005.

As in previous years, particular attention was paid, on both form and
content basis, to clarity, as well as to the truthful and correct representation
of the Bank’s real asset and financial situation. The accounting principles
established by the applicable law were also applied.

The financial statements comprise the Statement of Assets and Liabilities,
the Profit and Loss Account, laid out in such a way that the sub-totals
are also shown, the statement of Guarantees and Commitments and the
Explanatory Notes. They are completed by Directors’ report on operations,
Auditors’ Report and Independent Auditors’ Report.

The statement of assets and liabilities and the profit and loss account are
comprised of items (marked in Arab numbers), sub-items (marked by
letters) and further details (the “of which” of the items and sub-items). The
items, sub—-items and relative details constitute the financial statements.
The addition of new items is allowed, on condition that their content cannot
be traced back to any of the items already included in the schedules, and
only if it is for a significant amount. Further information is provided in the
explanatory notes.

The sub-items envisaged by the schedules may be grouped when they
satisfy one of the two following conditions:

a) the amount of the sub-items is negligible;

b) the grouping aids the clarity of the financial statements; in this case the
explanatory notes must provide a separate indication of the sub-items that
were grouped.

For each account on the statement of assets and liabilities and on the
profit and loss account the amount of the previous fiscal year is indicated.
If the accounts are not comparable, those relative to the previous year
must be adapted; any incomparability and adaptation or the impossibility
of performing the latter must be indicated and commented upon in the
explanatory notes.

The statement of assets and liabilities and the profit and loss account also
contain accounts for which no amounts were recorded in both the fiscal year
to which the financial statements refer and those of the previous year.

If an element in the statement of assets or liabilities is classified under
different items of the balance sheet, the fact that it refers to items other than
that under which it was posted must be indicated in the explanatory notes
when such is necessary to the comprehension of the financial statements.
The various entries in the Financial Statements correspond to the company’s
accounts which were drawn up in correspondence to the administrative
transactions that occurred during the year.

08 Consolidated
balance sheet
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In general, no conditions arose that entailed changing the way that the
entries in the financial statements, or the relative criteria, are represented
with respect to the previous year. In the cases in which this occurred, clear
information is provided in the analysis of the single entry.

The accounts on the first day of the fiscal year correspond to those carried
forward from the financial statements approved for the previous year.

The financial statements and the explanatory notes were drawn up in Euros,
without decimal figures.

The recognition of incomes and charges was made on an accrual basis,
regardless of the date of collection or payment, and in accordance with the
principle of prudence. The latter principle presides, unless the formation of
non-explicit reserves is envisaged.

In order to not reduce the information content of the financial statement’s
figures, implementing principles of truthfulness and clarity, income and
expenses were not offset.

The write-down, amortization of asset items was exclusively made by means
of a direct adjustment decreasing the value of said items.

Assets acquired in the name or on behalf of third parties are not shown in
the financial statements. Assets managed by the credit or financial body in
the latter’s name but on behalf of third parties are shown in the financial
statements only if the body in question is the title holder; unless specified
otherwise, the amount of said assets is indicated in the explanatory notes,
broken down into the various asset and liability items.

The tables of the explanatory notes set out in the 2017/03 application
circular of Reg.2016/02 are not given in this document if they are zero and
not significant for Banca Agricola Commerciale Spa, for the illustration of
the Stock and Flow data of the activity carried out by the company.

08 Consolidated
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Part A - Accounting principles

Section 1 - Illustration of accounting principles

Balance sheet and off-balance sheet assets and liabilities are valued
according to the principle of prudence and on a going concern basis.

Cash and cash equivalents (asset item no. 10)

this item includes currencies with legal tender, including banknotes and
foreign coins, money orders, bankers’ orders and postal orders, as well as
equated securities, coupons and on—-demand securities. Included are also
collectable coins and medals as well as gold, silver and stamped values.

Loans to credit institutions (asset item no. 30)

this item shows all loans to banks, whatever their technical form is, except
for those represented by financial instruments, which require posting under
item no. 50 “Bonds and other debt financial instruments”.

Loans to credit institutions also contain the counter value of carry—-over
operations and repurchase agreements for which the transferee bank has a
sale back obligation to the selling bank on the maturity of the securities. The
amount posted is equal to the spot price paid. The spot transferred assets
continue to be shown in the portfolio of the selling bank.

Loans to customers (asset caption 40)

this item shows the loans deriving from financing contracts with customers,
whatever their technical form s, on condition that, and to the extent to which
the loan was effectively granted. The loans that have not been disbursed
yet, even though recorded in the accounts on the “contracting date”, are
not included in this item, but in the item concerning commitments. The
loans represented by financial instruments are recorded in item 50 “Bonds
and other debt financial instruments”.

The partial contributions received for matured or disputed loans are
directly reduced by the value of the same loans. The contributions received
in advance for loans not yet matured are posted under the liability item
“amounts due to customers” or “other liabilities”, depending on whether
these contributions are interest bearing or not.
Thisitemmustincludealsothe loansderiving fromfinancial lease agreements
for expired and not yet received rental charges and the connected loans for
default interest.

“Loans to customers” comprise the counter value of carry-over operations
and repurchase agreements in which the customer is obliged to the reverse
repurchase of the securities spot transferred to the bank. The amount
posted is equal to the spot price paid.

Loans are recorded in the financial statements according at their estimated
realizable value calculated on the basis of the borrower’s state of solvency
as well as on the basis of the capacity of the individual borrower to service

08 Consolidated
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the debt and regularly fulfil the obligations undertaken.

The estimated realizable value is calculated on the basis of a valuation of
all factors that characterize the history of the relationships in question,
supported by assets, economic and financial information on borrowers, the
nature of the economic activity performed and any guarantees issued.
More specifically:

Non-performing loans: are a category of loans, regardless of the
expectation or otherwise of possible losses, made to borrowers in a state of
insolvency, even if not legally ascertained, or in similar situations. This item
represents the full exposure, including interest recorded and the expenses
incurred for collection activities, adjusted by the portion of interest that
is considered unrecoverable. Non-performing loans are valued analyzing
the likelihood of their recovery on an analytical basis and calculating the
relative presumed loss.

Impaired loans: are loans to borrowers suffering temporary difficulties,

which are likely to be overcome in an acceptable period of time. They are

valued on an analytical basis. Furthermore, by virtue of CBSM Regulation

no. 2007-07, impaired loans now also include loans that have fallen due and

have not been repaid, even only partially, as follows:

< 3 six-monthly instalments or 5 quarterly instalments for loans with an
original term exceeding 36 months

e 2 six-monthly instalments or 3 quarterly instalments for loans with a
term equal to or less than 36 months.

- If the amortization plan for the loan envisaged monthly instalments, the
number of instalments due and unpaid considered is as follows:

e 7 instalments for loans with a term exceeding 36 months

e 5instalments for loans with a term of less than 36 months.

Restructured loans: cash and “off-balance sheet” exposures for which the
bank, due to the worsening of debtor’s economic-financial conditions, allows
to change the original contract conditions (for example, terms rescheduling,
debt and/or interest reduction, etc.) resulted in a loss. Exposures towards
companies expected to close (e.g., for voluntary liquidation or similar
situations) are not included. Anomalous exposures especially concerning
the Country risk are also excluded. A hypothetical credit restructuring of
non-performing loans is mainly aimed at liquidation; consequently, it does
not come within the definition of restructured loans, but non-performing
ones. The same method is applied to impaired loans, if the re-negotiation of
the contract conditions is aimed at paying part of the exposure (liquidation
purpose).

Past-due and/or overdue loans: refer to exposures towards customers
with individual cash and off-balance sheet loans that, unlike impaired or
non—performing loans, are past due or overdrawn in a continuative manner
for more than 90 days at the reference date; if this exposure represents
20% of the overall exposure, these commitments are subject to arbitrary

08 Consolidated
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write-down if the amount is small. For this reason, they are considered to

be “small amounts” if they meet the following significance thresholds:

e value of the individual gross exposure less than 0.5% of the
Regulatory Capital;

- total value of gross exposures subject to flat-rate write-downs of less
than 5% of Regulatory Capital.

Otherwise, analytical write-down is carried out.

Loans to “at-risk” countries: Unsecured loans to debtors residing in
countries belonging to zone B are written down for country risk on a lump-
sum basis, given that they represent an extremely residual part of the loans.

Performing loans: represent loans for which there is no evidence of
deterioration in the solvency of the debtors and which are subject to flat-
rate write—downs. Flat-rate value adjustments are made on the basis of
available information which makes it possible to appreciate the level of risk
of the homogeneous category of loans considered, as well as its foreseeable
evolution, and which take into account the risk historically latent in the loan
portfolio. In determining these adjustments, any analytical write—downs
already made with regard to individual positions are taken into account.
Flat-rate write—downs are carried out on the basis of the historical series of
substandard and non-performing loans and write-downs of the Bank’s loan
portfolio, by homogeneous category of debtor.

Bonds and other financial instruments (asset item 50)

The own securities portfolio is comprised of investment securities held for

investment properties and trading securities held for treasury and trading.

Thisitem shows all the financial debt instruments in the bank’s portfolio, both

long- and short-term, such as government securities, bonds, certificates

of deposit and the other fixed or variable income financial instruments,

which are index-linked on the basis of predetermined parameter (e.g., the

interbank interest rate).

The securities include only reacquired and tradable securities issued by the

bank itself.

The financial instruments in the investment portfolio and the trading

portfolio are recorded in the assets for an amount that includes (excludes)

the accrued portion of the negative (positive) differences between the

purchase cost and the repayment value upon the maturity of the same

financial instruments.

The value of the tradable financial instruments is determined with reference

to the average value of the last month before the valuation.

The financial instruments are considered as financial fixed assets and

therefore subject to the valuation rules pursuant to article I1.11.3 of CBSM

Regulation 2008-02, only if they are destined to stable investments by the

bank.

More specifically:

e Long-term financial instruments represent a financial fixed asset and
are made according to the parameters established by the management

08 Consolidated
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body. The final balance of investment securities was therefore valued
at the weighted average cost, for instruments that had already been
included in the investment portfolio the previous year, while their
purchase cost was recorded for new acquisitions during the year.

e The accrued portion of the difference between the book value or
purchase value and the lower/higher repayment value of the security is
also recognized by recording it in the assets under item no. 50 “Bonds
and other financial instruments” with respect to the value of each specific
security. In the event of the lasting deterioration of the issuer’s state of
solvency, or the ability to repay the debt by the country of residence of
the latter, investment securities are written down. Other write-downs
may be recorded to take the following into account:

- therelevant share prices of securities listed on regulated markets;

e market trends, for other securities.

Should the reasons for the write-down no longer subsist, write-downs made

for long—-term value losses are written back.

e Trading financial instruments are held for trading or for treasury
requirements; they are valued on the basis of assumed market trends as
expressly specified under paragraph 5 of art. lll.11.5 of CBSM Regulation
2016-02:

a) the market value of listed financial instruments is represented by the

market price, namely, the weighted average of the prices recorded in

the last month prior to valuation, and consequent recognition of both
losses and gains.

b) the market value of unlisted financial instruments is calculated on the

basis of the value of similar listed and unlisted instruments, or, if the latter

is not possible, on the basis of reasonable estimates.

c) the own shares held by the Institute are recorded at their par value.

The cost is calculated using the “average weighted rolling cost” formula

on a daily basis, adjusted by the portion of the accrued net underwriting

spread. Any losses or gains, limited to listed securities, which emerge from
the comparison between the average rolling cost, as illustrated above, and
the market value, are recorded in the profit and loss account.

Shares, units and other equity financial instruments

(asset item no.60).

This item includes financial instruments of an equity nature, such as
equities and units in UCIs. They are valued at the monthly average market
price (mid-price) recorded at the end of the period, even if included in the
investment portfolio.

Shareholdings (asset items no. 70 and 80)

Investments in subsidiaries that constitute financial fixed assets because
they are held for the purpose of long-term investment are valued by the
equity method.

Dividends paid by subsidiary companies are recorded on a “cash” basis.
Dividends paid by companies which do not have the above characteristics
are recorded on a “cash” basis, namely, in the period in which they are

08 Consolidated
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resolved upon, which usually coincides with the period in which they are
collected.

Shareholdings in other uncontrolled companies representing financial fixed
assets are valued at purchase cost. They are written down in the event of
permanent deterioration of the issuer’s situation and are written back if the
reasons originating them no longer subsist.

Intangible fixed assets (asset item no. 90)

Intangible fixed assets are recorded in the financial statements at inclusive
cost of additional charges and are usually amortized within five years. Assets
with a high technological obsolescence are amortized over three years. The
amortization of assets is made systematically by direct adjustment of their
value, using the rates provided for by tax law no. 166 of 16/12/2013.
Thecostofintangible fixed assetswithalimited use overtime is systematically
amortized every year by directly adjusting their value in accordance with the
residual useful life.

Until amortization is completed, dividends can be distributed only if there
are available reserves sufficient to cover the non-amortized costs.

Tangible fixed assets (asset item no. 100)

Tangible fixed assets are recognized at purchase cost, inclusive of additional
charges and any other incremental expenses.

Assets are depreciated systematically by directly adjusting their value
using the rates established by the tax law no.166 of 16/12/2013, deemed
appropriate and representative of the value corresponding to the residual
useful life of the asset.

If assets demonstrate an impairment value which is lower than its cost,
this is written down. Should the assumptions supporting the original
write—down no longer subsist, write—-downs made in previous periods are
not maintained.

No depreciationis applied to non-instrumental assets returned to ownership
following early termination of leasing contracts.

Financial lease transactions

(leasing - asset item no. 90 and 100)

The amount of assets given under (and those awaiting) finance lease
is recorded under asset item 90 “Intangible fixed assets”, if the asset is
intangible or 100 “Tangible fixed assets”, if the asset is tangible.

Loans relative to financial lease transactions are calculated according to
the financial methodology and are recorded in the assets as the algebraic
balance obtained from the difference between the financed capital or
historic cost of the asset and the relative accumulated depreciation; the
latter increases thanks to the principal of the various instalments accrued.
Furthermore, the instalments accrued during the year are entered under
interest income and similar revenues for the part regarding the interest,
and under other operating income for the part regarding the capital. At the
same time, the bank reduces the value of the leased asset by the principal,

08 Consolidated
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posting a cost (equal to the principal) in the profit and loss account and
directly reducing the value of the leased asset.

At the end of the financial year, the cost item used is included under item
100 “Value adjustments on intangible fixed assets” or under item 110 “Value
adjustments on tangible fixed assets”, depending on the nature of the
asset leased.

Assets and liabilities in foreign currency

Assets and liabilities denominated in foreign currency and off-balance
sheet transactions are recognized at the spot exchange rate in effect at year
end, according to art.lll.11.7 of Regulation 2016/02.

Off-balance sheet transactionsin foreign currency are recognized at the spot
exchange rate in effect at year end, if such regards spot transactions which
have not been settled or forward transactions to “hedge” spot transactions.
In the latter case, the differentials between forward exchange rate and spot
exchange rate of the expiring contracts are recorded in the profit and loss
account on an accrual basis and include the interests generated by covered
assets and liabilities: this is to be recorded in the profit and loss account
item 10-20 “Interest income (expenses) and similar revenues (charges)”.

“Off balance sheet” transactions

(other than those on currencies)

Off-balance sheet transactions are recognized according to the same
criterion adopted for assets/liabilities recorded in the financial statements,
depending on whether these are posted as fixed assets or current assets.
Any trading contracts for securities (spot or forward) which have not been
settled at year end are valued using criteria that are consistent with those
adopted to value portfolio securities.

Derivative contracts set in place to cover assets or liabilities are valued in
coherence to covered assets or liabilities. The differentials are recorded
pro-rata temporis under the profit and loss account items 10-20 relating
to “interest income (expenses) and similar revenues (charges), consistent
with the costs and income generated by the covered elements.

Derivative trading contracts directly listed on regulated markets, as
well as those using listed parameters or parameters taken from the
standard information circuits used at international level as reference, are
recognized at market value, which also means the price recorded on the last
working day of the month in question, or, in the absence thereof, the last
recorded price.

The difference between the current value of assets and liabilities and the
off-balance sheet transactions and the book value of the same elements
and transactions is included in the profit and loss account in the balance of
item 60 “Profits (losses) on financial transactions”.

Amounts due to credit institutions (liability item no. 10)
This item shows all the amounts due to national or foreign banks whatever
their technical form, except for those represented by bonds or other
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securities which require to be posted under liability item no. 30 and 100.
The amounts due to banks include the equivalent value of the financial
instruments received by the selling bank as spot in repo and carry-over
transactions for which the transferee bank is obliged to forward resale.

Amounts due to customers (liability item no. 20)

This item shows all the amounts due to customers whatever their technical
form, except for those represented by financial instruments which require to
be posted under liability item no. 30.

The amounts due to customers include the equivalent value of the financial
instruments received by the selling bank as spot in repo and carry-over
transactions for which the transferee customer is obliged to forward resale.
The above items are recorded at nominal value.

Payables represented by financial instruments
(liability item no. 30)

In addition to bonds and certificates of deposit, this item includes, under
the sub-item “other financial instruments”, its traced acceptances and the
atypical securities according to article 11.111.8 of CBSM Regulation 2007/07.
It should be noted that in this item the bank has exclusively entered those
certificates of deposit issued. Debt financial instruments which are past due
but have not yet been repaid upon the reference date are also included.
The spot value of “repurchasing agreements” is indicated in the specific
liability item, while the underlying securities are represented in the assets
under the item “Bonds and other debt securities”. In cases, in fact, of
“repurchase agreement” transactions with obligation of retrocession,
the assigning bank maintains ownership of the assets underlying the
transaction, increasing spot liquidity and, consequently, recording a certain
debt to the assignee (liability and not commitment to be recorded in the
memorandum accounts Commitments and Risks), as specified by CBSM in
prot.21/4182 of 13/04/2021.

Other assets - other liabilities
(asset item 130 - liability item 40)

This item contains all the assets and liabilities that are not associated to
other assets or liability items. It also includes any (negative or positive)
balances for items in transit and suspended that are not attributed to the
relevant accounts. Payment means issued by the banks, such as bankers’
drafts, are posted under other liabilities.

Non-interest-bearing cash deposits held at clearing organizations for
transactions on derivative contracts (known as margin calls) are also
included. Any revaluations of off-balance sheet transactions on financial
instruments, currencies, interest rates, stock exchange indexes or
other assets are also recognized, regardless of their use for hedging or
trading purposes.
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Accruals and deferrals

(asset item no. 140 and liability item no. 50)

These are recognized according to the same accrual principle also adopted
for the recognition of allincome and charges, the portions of interest income
and expense and other income and expense.

Accruals and deferrals are recorded separately in the profit and loss account
in specific asset sub-items. The Bank directly adjusts the asset accounts
or liability accounts to which the accrued income and prepayments refer,
increasing or decreasing them, in the following cases:

a) in asset accounts, in relation to interest accrued on loans and securities;
b) in liability accounts, in relation to interest accrued on payables,
represented or not represented by securities, which include “advanced”
interest, including the issue discount for bonds and certificates of deposit.

In any case, the material adjustments are illustrated in the
explanatory notes.

Accruals and deferrals related to differentials or margins arising from
derivative contracts to hedge the interest rate risk of interest-bearing
assets and liabilities are considered as an increase or decrease of such
assets and liabilities.

Severance (liability item no. 60)
The personnel severance fund fully covers the seniority of all employees of
this company accrued at year end.

Provisions for risks and charges (liability item no. 70)

These provisions are intended to cover exclusively losses, charges or

payables of a given nature, whose existence is probable or certain, but

whose amount or date of occurrence could not be determined at the end of

the financial year.

These funds consist of:

< the tax provision, consisting of provisions made for current direct taxes.
These represent a reasonable forecast of the tax charge for the period
calculated on the basis of current tax legislation.

e The charity fund and religious and cultural initiatives.

e The provision for passive causes;

e The unused holiday fund;

e the fund for contractual rises in employee wages in view of the gap
between contracts existing since 31/12/2010.

Provisions for risks on credits (item no. 80)

The provisions for credit risks include all the funds that are destined to cover
only possible credit risks and therefore do not have an adjustment function.
The provisions for risks on credits are made through specific allocations
charged to the profit and loss account item no. 130 “Provisions for risks on
credits” and not through the allocation of the profit for the year.

08 Consolidated
balance sheet
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Reserves (liability item 130)

The ordinary reserve consists of the allocation of profits formed in pre-vious
years as required by the articles of association. Furthermore, it contains
the reconstruction of the suspended taxation reserve following the
extraordinary demerger operation by reverse incorporation of the company
Istituto Bancario Sammarinese Spa, which occurred in Novem-ber 2012,
in application of the law deriving from the tax deduction for increases of
the own capital established by Delegated Decree no. 172 of 26/10/2010,
subsequently replaced with the law 166/2013 art.74 et seq. Ac-cording to
the aforementioned legislation, article 78 establishes that the suspended
taxation reserves recorded in the last financial statements of the demerged
company must be reconstituted by the beneficiaries according to the
proportional shares. In the event of a partial demerg-er, the reserves of
the demerged company are reduced accordingly. If the tax suspension
depends on events concerning specific assets of the demerged company,
the reserves must be re-established by the benefi~ciaries who acquire
such elements.

Guarantees (item 10)
This item includes all the personal guarantees presented by the bank as well
as the assets provided as guarantee for third-party obligations.

Commitments (item 20)

This item includes all the irrevocable commitments of specific or unspecific
use, which may lead to creditrisks (e.g., the margins available on irrevocable
credit lines granted to customers or banks).

The commitments arising from derivative contracts are valued on the basis
of their notional value.

Interest, commissions, charges and income
Interest, commissions, chargesand income arerecorded onanaccrual basis.

Deferred taxes

To truly represent a real economic situation of the Bank, it has been used
the deferred taxation. This is determined considering the fiscal effect
connected with temporal differences between accounting value of assets
and liabilities and their fiscal value that will determine taxable amounts
in the future. To this end, “temporal differences” mean those differences
which will result in taxable income, namely, deductions from taxable income
in the future periods. In particular, they are registered assets forin—advance
taxes when exists the reasonable certainty that they will be paid. They are
registered liabilities for deferred taxes when it is likely that they will become
an effective cost. In advance taxes are part of the item “other assets”,
whereas deferred taxes are part of the item “taxation fund”. The case law
of the Bank dealt with recording in the financial statements the deferred
tax assets arising from deductible temporary differences and representing
taxes paid in advance which will be recovered in future years.

08 Consolidated
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Value adjustments and provisions made in application of
tax regulations

No value adjustments or provisions have been made in these financial
statements exclusively in application of tax regulations; the tax reserve
consists of provisions made against the forecast tax liability for the period,
calculated on the basis of the tax regulations in force.
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Part B - Information on the statement of assets

and liabilities

Information on the statement of assets and liabilities -

Assets

1. Cash and cash equivalents with central banks and post

offices (asset item no. 10)

Table 1.1 - Detail of item 10 “Cash and cash equivalents with central

banks and post offices”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %

Cash and cash equivalents:

Vault cash 3.317.537 1.536.547 1.780.990 115,91%
Foreign currency vault 129.152 938.720 -809.568 -86,24%
ATM 639.100 402.120 236.980 58,93%
Cheques in €/ currency 205.873 296.237 -90.364 -30,50%
Other values 36.556 30.831 5.725 18,57%
Totale 4.328.218 3.204.455 1.123.763 35,07%

2. Treasury securities and other financial instruments
eligible for refinancing with central banks (item no. 20)

Table 2.1 - Detail of item 20 “Treasury securities and other financial
instruments eligible for refinancing with central banks”

Data not present.
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3. Loans to credit institutions (asset item no. 30)
. . 73 ag m - .
Table 3.1 - Detail of item 30 “Loans to credit institutions”
DESCRIPTION 31/12/2021 31/12/2020 CHANGE
In foreign In foreign o
In euro currency Total In euro currency Total Amount %
A) At sight 146.376.443 8.724.091 155.100.534 91.468.408 8.860.327 100.328.735 54.771.799 54,59%
A1. Reciprocal accounts opened 140.567.090 - 140.567.090  88.843.240 - 88.843.240  51.723.850 58,22%
for services rendered
A2. Active current accounts 5.809.353 8.724.091 14.533.444 2.625.168 8.860.327 11.485.495 3.047.949 26,54%
A3. Others - - - - - - - -
B) Other receivables: 26.977.945 - 26.977.945 34.328.724 - 34.328.724 -7.350.779 -21,41%
B1. Fixed deposits 24.827.018 - 24.827.018 32.177.796 - 32.177.796 -7.350.778 -22,84%
B2. Active current accounts - - - - - - - -
B3. Repurchase agreement and _ _ _ _ _ _ _
active carryovers
B4. Others 2.150.927 - 2.150.927 2.150.928 - 2.150.928 -1 -
Total 182.078.479 134.657.459  47.421.020 35,22%

The composition of amounts due from banks shows an increase in
sight deposits on reciprocal accounts opened for services rendered for
€51,723,850 and on current accounts receivable for €3,047,949, while the
composition of other amounts due from banks decreased by €7,350,779.
The changes are affected on the one hand by the increase in total direct
funding volumes and on the other by the decrease in lending volumes.
BAC constantly monitored liquidity, through a targeted management and
monitoring of liquidity risk, maintaining the necessary buffers to cope with
possible stresses following the negative economic situation, attributable to
the COVID-19 pandemic and in line with the guidelines of the current RAF
(Risk Appetite Framework) internal regulations. Item “B1 Time deposits”
includes the term deposit for the Compulsory Reserve with BCSM amounting
to € 24,687,346, established by Decree no. 162 of 3 December 2009, whose
contribution percentage was reduced from 5% to 3.50% from May 2021
under CBSM Prot.21/2021; finally, item “B4 Others” includes other term
deposits with the Supervisory Authority.
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Table 3.2 - Situations of cash loans to credit institutions

CATEGORIES / VALUES 31/12/2021 31/12/2020

Total value
adjustments

Total value

Gross exposure L
p adjustments

Net exposure Gross exposure Net exposure

A) Doubtful loans - - - - - _

of which deriving from financial
leasing transactions

A1. Non-performing loans - - - _ _ _

of which deriving from financial
leasing transactions

A2, Substandard loans - - - - - _

of which deriving from financial
leasing transactions

A3. Restructured loans - - - - - -

of which deriving from financial
leasing transactions

A4. Past due / overdue loans - - - - - -

of which deriving from financial
leasing transactions

A5. Unsecured loans to “at risk” countries - - - - _ _

B) Performing loans 182.078.479 - 182.078.479 134.657.459 - 134.657.459

of which deriving from financial
leasing transactions

Total
of which total financial 182.078.479 = 182.078.479 134.657.459 = 134.657.459
leasing transactions

Table 3.3 - Dynamics of doubtful loans to credit institutions
Data not present.

Table 3.4 - Dynamics of total value adjustments of
“Loans to credit institutions”
Data not present.
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Table 3.5 - Breakdown of “Loans to credit institutions” based on
residual life

MATURITY 31/12/2021 31/12/2020
At sight 155.100.534 100.328.735
Up to 3 months 2.160.928 2.160.928

From over 3 months to 6 months - -

From over 6 months to 1 year - -

From over 1 year to 18 months - -

From over 18 months to 2 years - -

From over 2 years to 5 years - -

Over 5 years - -

Maturity not attributed 24.817.017 32.167.796

Total 182.078.479 134.657.459

In the “unallocated maturity” band are included the ROB Deposit and the
Deposit as guarantee of translation, set up at CBSM, as indicated by the
Supervisory Authority with Prot.21/3676 30/03/2021.

4. Loans to customers (asset item no. 40)

Table 4.1 - Breakdown of item 40 “Loans to customers”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
In euro Tufr‘:::‘ig; Total In euro Tufr'::‘ig; Total Amount %

A) At sight / revocation 111.246.482 699.505  111.945.987  128.820.797 795.476  129.616.273  -17.670.286 -13,63%

AlActvecurrentaccounts 16464261 5006 16.469.267 23763234 137 23763371 7.004.104  -30,69%
A2.Others 94782221 694499 95476720  105.057.563 795.339  105.852.902 -10376.182 ~9,80%
B) Other credits 170.584.227 - 170.584.227  175.634.526 - 175.634.526  -5.050.299 -2,88%

B1.Activecurentaccounts - 4193054 ~ 4193054 4389309 © 4389399 196345 447%
gfl;jggctg”c'gﬁgc‘;‘g:et and 3.267.016 - 3.267.016 2.566.060 - 2.566.060 700.956 27,32%

- Repu rChasmg agreements ................. _ ................ _ ................ _ ................ _ ................ _ ................ _ ................ _ ................ _
and active carryovers

‘B4.Otherfnancing tes24057  te3124457  1es679.067 ~ 168.679.067  -5554910 3,20%
Total 281.830.709 699.505 282.530.214  304.455.323 795.476  305.250.799  -22.720.585 -7,44%

The loans outlined above are presented at their expected sale value, i.e.,
net of analytical and arbitrary write-downs made by the bank according to
their classification.
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Table 4.2 - Guaranteed loans to customers

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
In Euro Igui:_or;enig;l In Euro Igufr?_:lig; Amount %
A) From mortgages 103.988.429 - 98.298.003 - 5.690.426 5,79%
B) From pledge on 6.274.838 - 8.136.193 - -1.861.355 -22,88%
. B1 CaShdePOSItS ........................................ 1923618 ................... _ ........... 2 693568 ................... _ ........... _769950 ............ _ 28’58%
stecuntlesssgg41 ................... _679790 ................... __89849 ............ 5 13,22%
. 33 Othervalues ......................................... 3 761 279 ................... _ e 4762835 ................... _ R _1001 556 ............ _ 21 ,03%
C) From guarantees of 165.592.463 - 187.910.137 - -22.317.674 -11,88%
Ct.Publicadministrations  39.6s5.873 - momess - oseen “5,64%
C2. Monetary fnancialnstitutions e - samam - w0zt 1,81%
. C 3 .l nvestmentfunds Other than .................................. _ ................... _ ................... _ ................... _ ................... _ ................... _
money market funds
. C4 OtherﬁnanCIal mstltu“ons .................................... _ ................... _ ................... _ ................... _ ................... _ ................... _
. Cs msurancecompames ......................................... _ ................... _ ................... _ ................... _ ................... _ ................... _
. CG Pensmnfunds ................................................ IR IR, R IR, ISR, -
C7.Non-francial corporations f07.642.406 - rewas - teteare -13,08%
e f:g;“f'a";flz’;d non-profit institutions 12.544.844 - 15.940.410 - -3.395.566 -21,30%
C8.1. Consumer and producer families 12.544.844 - 15.940.410 - -3.395.566 -21,30%
C8.2. Non-profit institutions serving families - - - - - -
. CQOthers ................................................ 2 476222 ................... _ ........... 2 774419 ................... _ e _298197 ............ _ 10,75%
Total 275.855.730 = 294.344.333 = -18.488.603 -6,28%

The table above shows all types of guaranteed loans expressed at net values.
Analysis of the data shows that the amount of net loans backed by real and
personal guarantees represents 80.11% of the overall net loans expressed
in Table 4.3 below; moreover, 32.02% is backed by real guarantees (pledge
+ mortgage).



leasing transactions

The table in question includes, together with the so-called traditional
loans to customers, also loans from financial leasing activities. It therefore
expresses the sum of the balance sheet items “40 - Loans to customers”,
“90 a) - of which intangible financial leasing” and “90 b) - of which assets
pending lease”, “100 a) - of which tangible financial leasing” and 100
b) - of which tangible assets pending lease”. Nonetheless, the residual
debt of the fixed assets subject to leasing contracts expressed net of the
relative depreciation funds are recorded in the accounts under tangible
fixed assets. Financial assets classified as non—performing are made up of
two main elements: loans associated with overdue and unpaid instalments,
included in the balance of the items in table 4.1, and the residual principal
debt which, although attributable to the underlying non-performing item,
remains recorded in the financial statements, in accordance with Law No.
115 of 19/11/2001, under the item “assets awaiting lease termination”.

As regards “non-performing loans”, “substandard loans”, “restructured
loans” and “past-due accounts/debts in excess of 0.5% of regulatory
capital”’, the presumed impairment losses were calculated analytically,
based on the quality of the individual debtors, i.e. their ability to meet their
obligations, based on the information available on their financial position
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Table 4.3 - Situation of cash loans to customers
CATEGORIES / VALUES 31/12/2021 31/12/2020
Total value Total value
Gross exposure e Net exposure Gross exposure e Net exposure
A) Doubtful loans 142.636.408 67.165.867 75.470.541 160.711.729 78.520.657 82.191.072
of which deriving from financial 14.556.912 4.077.272 10.479.640 17.092.779 5.080.692 12.012.087
leasing transactions
A1. Non-performing loans 95.072.743 54.349.233 40.723.510 104.528.850 62.925.993 41.602.857
f’f which deriving from financial 8.327.801 3.788.168 4.539.633 9.324.106 4.286.821 5.037.285
easing transactions
A2. Substandard loans 21.628.565 2.475.181 19.153.384 26.109.508 4.681.104 21.428.404
|°f which deriving from financial 5.655.330 283.169 5.372.161 7.117.247 784.570 6.332.677
easing transactions
A3. Restructured loans 25.837.341 10.336.567 15.500.774 29.901.891 10.904.990 18.996.901
of which deriving from financial 568.835 5.688 563.147 581.770 5.818 575.952
leasing transactions
Ad4. Past due / overdue loans 97.714 4.886 92.828 171.387 8.569 162.818
:’f which deriving from financial 4.946 247 4.699 69.656 3.483 66.173
easing transactions
A5. Unsecured loans to at “risk countries” 45 - 45 93 1 92
B) Performing loans 272.277.851 3.395.484 268.882.367 295.415.407 3.896.043 291.519.364
:’f"".hid‘ deriving from financial 56.742.042 2.208.114 54.533.928 61.636.031 2.310.630 59.325.401
easing transactions
Total 414.914.259 70.561.351 344.352.908 456.127.136 82.416.700 373.710.436
of which total financial
71.298.954 6.285.386 65.013.568 78.728.810 7.391.322 71.337.488
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and results of operations. Any real and personal guarantees acquired were
also taken into account in determining the presumed loss of value. For other
types of loans, as specified in the valuation criteria (see Performing Loans),
an arbitrary write-down was calculated based on statistical observation of
the time series from March 2016 to December 2021 of the transitions of
positions, in numerical and nominal terms, from the Performing portfolio to
the non—-performing portfolio (transition matrices), as well as the transitions
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to loss made during the observation period.

Table 4.4 - Dynamics of doubtful loans to customers

/
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REASONS / CATEGORIES Non-?:ar:lt;rming Substandard loans  Restructured loans OVZ?'Zttjiulsa/ns 1,1,2: f&i’;?g;gﬁ?ﬁ et:

A) Initial gross exposure 104.528.850 26.109.508 29.901.891 171.387 93

of which interest on arrears 1.624.352 598.521 - - -

B) Increases 15.292.761 27.593.511 36.734.409 636.030 23.766
. B1 |ncome from performmg |Oans .................................... _ ............... 1735674 [ 4542852 .................. 70537 ....................... _

Categores of doubtie loans 11.215.498 7-630.845 - 495 -
. B3 |nterestonarrears .......................................... 59 648 T 388080 ................... 2191 ...................... 83 ....................... _
B4Othermcreases401761517838912 ............. 32189366564915 .................. 2 3766

C) Decreases 24.748.868 32.074.454 40.798.959 709.703 23.814
. C1 Expendltureonperfmmmg |oans ............................. 4 6151 .................. 28997 ....................... _ .................. 49181 ....................... _

o2 EZfEZd;;‘gju%’lf‘l’mg;ns - 11.215.843 7.582.937 43.840 146
C3Cance”atlons11812323 .................. 11436 ....................... _ ....................... _ ....................... _
. C4 Conectlons ............................................... 6 276676 e 12297662 ............. 21283950 B 608243 .................. 2 3668
. c5 Income from Sa|es ................................................ _ ....................... _ ....................... _ ....................... _ ....................... _
. cﬁ Otherdecreases ......................................... 6 613718 [ 8520515 e 11932072 ................... 8439 ....................... _

D) Final gross exposure as of 31/12/21 95.072.743 21.628.565 25.837.341 97.714 45

of which interest on arrears 1.512.742 140.185 - - -

Strict monitoring of loans to customers and the consequent checks on their
classification continued; specifically, there was a significant decrease in all
categories of impaired loans.

The management of impaired loans produced:

e collections on non—performing loans for €6,276,676 and €12,297,662
on impaired positions;

e write-offs for €11,812,323 on bad debts and €11,436 on impaired
loans.
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In 2021, there was a significant decrease in gross impaired loans for €
18,075,320, in addition to a corresponding decrease in net impaired loans,
which decreased by € 6,720,531, -8.18% compared to last year. Impaired
loans included the reclassification of tangible fixed assets subject to early
termination of leasing contracts due to non-performance by the creditor.
We specify that the amount of these fixed assets is equal to euro 2,611,997
and their movements are shown in the related table below.

Impaired positions show a coverage ratio of 47.09%, in line with the previous
year (48.86%), as detailed in Table 4.5 below.

We repeat what has already been specified in the previous financial years
(2019-2020) in relation to the circumstance represented by the start in
2016, by the Supervisory Authority, of the Review and mapping process of
the Asset Quality Review of the banking system; the adjustments on loans
indicated by the same Authority on the basis of the statistical exercise of the
Asset Quality Review as of 30/06/2017, according to San Marino criteria,
amounted to €53.5 million.

In the financial statements for the years ended as of 31/12/2017 and
31/12/2018, BAC had accounted for adjustments of €10.9 million, and
then, in the financial statements for the year ended as of 31/12/2019,
upon completion of the total adjustments indicated above, proceeded to
record additional analytical adjustments of €24.727 million and lump-
sum adjustments of €17.858 million, the latter of which were allocated
analytically during 2020.

The table below shows the development of the final total adjustments:

08 Consolidated
balance sheet

amounts in millions of euros

Total AQR adjustments

AQR adjustments AQR adjustments
according to accounted for
San Marino criteria between 30/6/2017
as of 30/06/2017 and 31/12/2018 (A)

2019 AQGR
adjustments Sum (A) + (B)
recorded (B)

AQR adjustments
31/12/2020

according to San Marino criteria 53,500 10,915 42,585 53,500
Broken down as follows:
Analytical adjustments to NPL loans - 10,915 24,727

General adjustments to provisions for
doubtful accounts (liabilities item 80)

The bank availed itself of the option provided for in Article 40 of Law no.173
of 24 December 2018, i.e., to spread the amount of these residual write—-
downs over 10 financial years, starting from 2019, and therefore in the
2021 financial statements the third tenth amounting to € 4.582 million was
recorded in the profit and loss account.
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Table 4.5 - Dynamics of total value adjustments of loans to customers

Unsecured loans

. Non-performing Substandard Restructured Past due / P Performing
Categories loans loans loans overdue loans th::t:_'iﬂ:_ loans
A) Initial overall adjustments 62.925.993 4.681.104 10.904.990 8.569 1 3.896.043
B) Increases 7.557.408 1.662.066 243.776 3.655 - 256.414
B1va|ueadjustments4332100842430213679 ................ 3138234823
of which interest on arrears 59.648 - - - -
. Bz Useof prowsmnsfor credltnSk ........................... _ .................... _ .................... _ .................... _ ......................................... _
B3, Transfers from other credit categories 2689313 81963 007 s7 - 21591
B4Othermcrea863535995 .................... _ .................... _ .................... _ ......................................... _
C) Decreases 16.134.168 3.867.989 812.199 7.338 756.973
Cl.Valuerecoveriesonvaluations 77874 211604 739 2800 - 71239
of which interest on arrears - - - - -
. Cz value recovenes from CO”ectlon .................. 2 94831 1 i 366172 .................... _ .................... _ ......................................... _
of which interest on arrears - - - - -
C3cance”atlons11812293 ............... 11436 .................... _ .................... _ ......................................... _
Ca. Transfers toother creditcategories 1500 2602382 soasr0 as9 - w574
CSOtherdecreases579770586395 .................... _ .................... _ ......................................... _
D) Final overall adjustments as of 31/12/21 54.349.233 2.475.181 10.336.567 4.886 3.395.484
of which interest on arrears 1.510.966 - - - -

The trend in value adjustments shows the Bank’s commitment to continue
to monitor and hedge impaired loans; the adjustment provision of
€70,560,351, fed by movements during the year (provisions, revaluations
and utilisations), attests to total coverage of 17.01% of gross loans, of
which 1.25% on performing loans, 5% on past due and overdue loans,
40.01% on restructured loans, 11.44% on substandard loans and 57.17%
on non-performing loans.

As already described in the valuation criteria, non—-performing, impaired and
restructured positions have been analytically evaluated in terms of recovery
potential. For past due and/or overdue loans, an analytical valuation has
been performed on positions exceeding 0.5% of Regulatory Capital, and a
lump-sum valuation was carried out for lower amounts, with expected loss
percentages higher than those estimated for performing loans. This practice
is pursued on condition that the aggregate subjected to flat-rate valuation
does not exceed 5% of Regulatory Capital, otherwise all exposures are
assessed on a case-by-case basis. For doubtful loans to at-risk countries,
a flat-rate valuation was carried out equal to that calculated for performing
loans, given the small size of the exposure. For performing loans, a flat-
rate valuation was carried out by applying the average percentage of the
estimated expected loss on the Bank’s loan portfolio, observed over a time
horizon of 5.5 years, and broken down by sector: - Government and Public
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Administration, — Financial companies, — non—financial companies, - Private
individuals, — Others. In particular, a transition matrix was constructed for
each type of counterparty and then the relative PD (probability of default)
was determined and the average LGD (loss given default) of the bank was
measured, again on the basis of the observation of data over the time
period mentioned.

Table 4.6 — Breakdown of “Loans to customers” based on residual life

MATURITY 31/12/2021 31/12/2020
At sight 70.006.298 66.693.374
Up to 3 months 22.774.720 20.717.355
From over 3 months to 6 months 12.077.723 10.571.960
From over 6 months to 1 year 15.735.861 15.682.295
From over 1 year to 18 months 13.472.237 14.174.544
From over 18 months to 2 years 13.475.677 15.540.346
From over 2 years to 5 years 62.806.623 68.692.772
Over 5 years 90.494.479 114.088.638
Maturity not attributed 43.509.290 47.549.152
Total 344.352.908 373.710.436

The residual life obtained from loans gross of value adjustments corresponds
to the time between the reference date and the contractual term of each
transaction.
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Table 4.7 - Breakdown of “Loans to customers” (net values)
by business sector

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %

Public administrations 8.616.839 11.401.257 -2.784.418 -24,42%
Financial companies other than credit institutions 9.272.574 9.951.466 -678.892 -6,82%
Monetary fnancial nstitutons ooz - 102723 100,00%
- Investment funds other than monetary market funds e36a agostt aoroer ~26,02%
Otnerfinancialnstiwtions zaote seag10 Saora 15,58%
. . . Insurance Com pa mes ............................................................... 70575 .................. 122365 .................. _51790 ................ _42132%
. . Pensmn funds ............................................................................ _ ......................... _ ......................... _ ........................ _
Non-francialcompanies 2110637 23853931 6813294 -705%
. . Industry ........................................................................ 97049880 .............. 104706289 ............... _7656409 e _7,31%
. .Constructlon .................................................................... 18045848 ............... 15344649 ................ 2701199 e 17160%
. . serwces ....................................................................... 105770283 .............. 113769405 ............... _7999122 e _7,03%
Othernomfnancialcomparies sascs 470358 gseee2 ~82,04%
Families and non-profit institutions serving families 104.752.858 113.833.782 -9.080.924 -7,98%
oConmeramdprocucerfamiles tazioes2 113620651 0418999  -829%
Nowproftinstitutions serving famifes P o413 wors 165,62%
Other - - - -
Total 344.352.908 373.710.436 -29.357.528 -7,86%

Summary of loans granted to the respective members of the administrative,
management or supervisory bodies.

Granted Used
Auditors 53.004 19.171
Directors 145.272 126.449
Management - -
Total 198.276 145.620

It should also be noted that the transactions carried out by the company
with related parties were concluded at normal market conditions as per the
controls carried out by the Internal Audit unit and upon request during the
preliminary investigation phase of the Loans unit.
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5. Bonds and other debt financial instruments and shares,
accrued and other capital financial instruments
(asset items: 50-60)

Table 5.1 - Breakdown of investment and trading financial instruments

ITEMS / VALUES

31/12/2021

Fixed assets

Non fixed assets

Bonds and other debt financial instruments: 40.237.274 25.558.530
. )Of pUb“c Issuers .................................................... 1777 2686 ............... 20977 074
. b) crEdI t mstlt Ut ,ons ................................................... 15 65 2344 ................ 2576368

of which subordinated 4.251.819 -
) of financial enterprises other than creditnstitutions. v -
. d) of Other Issuer s ...................................................... 579 3473 ................ 2005 088

Shares, stocks and other capital financial instruments 7.442.554 37.433.484
. .a .). Loan mana gement s .h.i;k.j ...................................................... e 3343191 .
b) Green armowprivate debt fund (formerly CO) Tas2ssa -
. C )Fon dOOdlsseo ................................................................ [EERRERERE 10516268
. e) Oth er eqwtysecunt Ies ........................................................ e 14987 090
. .e.). Oth erfunds ................................................................... S 8586935

O et o reverse -

Total 47.679.828 62.992.014

The securities in the investment portfolio are recorded at their purchase
value or market price upon their transfer to the investment portfolio, with
subsequent recording of the accrued amounts of the positive or negative
differences between the above value and the redemption value as at
maturity of the securities under the item “Bonds and other debt financial
instruments”.
Trading securities are recorded at the market value expressed by the monthly
average of the prices recorded in December 2019, under item “Bonds and
other debt financial instruments”.

The item “shares, accrued and other capital financial instruments”, is

C

omposed of investment securities:

from the Green Arrow Private Debt Fund assigned to us following the
liquidation of the Tower Credit Opportunities PLC Fund. For the previous
TCO Fund, initially dedicated to supporting the growth of Italian SMEs,
financing investment programmes, extraordinary finance transactions
and interventions to support the financial structure, a request for
liquidation was formalised to the fund manager in March 2021. At the
end of the liquidation procedure, the fund was extinguished and the
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units of the underlying “Green Arrow Private Debt Fund” were assigned
to BAC, in addition to the recognition of the remaining liquid assets.
It should be noted that starting from the financial statements as of
31/12/2021, in accordance with the provisions of CBSM Regulation 2022/01
amending Regulation 2016/02, the UCITs in the investment portfolio are
valued at Net Asset Value (market value).

The item “shares, quotas and other equity financial instruments” is made up

of the following in the case of dealing securities:

e From the shares of the Loan Management fund deriving from the
contribution of loans from the compulsory administrative liquidation
of Credito Sammarinese Spa, as a result of the agreement reached
between the banks participating in the block sale of legal relations
signed in October 2011, obtaining the tax benefits as per Law no.
169 of 11 October 2011. The market value of the fund, available as of
31/12/2021, is equal to € 3,343,191; following the provision of Law 223
of 23/12/2020 art.7 which limited the maximum amount of the benefits
of the aforementioned decree, BAC has definitively recorded a capital
loss of €4,623 in the Profit and Loss Account; while the changes in NAV
recorded in previous years have been reclassified under “Other assets”
in the account “temporary differences of the Loan Management fund
units”, as per the instructions of the Supervisory Authority with letter
Prot.14/2288 of 13/03/2014, the balance of which is €7,550,186 as a
tax credit.

e From the Fondo Odisseo shares acquired in 2019, as a result of the
sale of legal relations in bulk of Protected Collection and Employment
of Banca Nazionale Sammarinese (formerly Credito Industriale
Sammarinese) subject to bank resolution pursuant to Law no.102 of 14
June 2019, the finalization of which took place through two closings,
the first of which was finalized on 16/09/2019 whereby BAC took over
Protected Relationships for €25,452,429, against 122 units of the
Fondo Odisseo totaling €12,209,728. The Fund was adjusted to the
NAV (Net Asset Value) as of 31/12/2021, writing it down for €140,872
and recording as a balancing entry a receivable from the SNB (now SGA
spa), in accordance with the dotting agreement signed at the time,
given the regulatory change introduced with the aforementioned Law
223/2020; while the capital losses referred to 31/12/2019 (€1.412,953)
and 31/12/2020 (€139,635), for an overall total of €1,522,588, are
recorded under “Other assets” as a tax credit, pursuant to Decree Law
no. 72 of 27 June 2013.

e From units of collective investment funds listed on regulated markets.

e From structured products linked to stock market indices, in view of the
current interest rate scenario; these structured products have become
the best alternative to optimise and diversify the profitability of one’s
own portfolios, with the opportunity to select financial instruments with
specific characteristics (in terms of risk, maturity, underlyings, yield,
etc.) that best suit one’s own risk/return profile.
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Table 5.2 - Breakdown of “Investment financial instruments”

ITEMS / VALUES 31/12/2021 31/12/2020
Purchase price Book value Fair Value purchase price Book value Fair Value
1. Financial debt instruments 40.071.550 40.237.274 39.625.644 21.882.348 22.002.461 22.706.670
. 1 . .1. Bonds ............................................ 40071 550 .......... 40237274 .......... 3962 5644 .......... 21 882 348 .......... 22002461 .......... 22706670
e Listed 34.223.481 34.343.364 33.890.403 16.838.788 16.935.130 17.783.384
« Not listed 5.848.069 5.893.910 5.735.241 5.043.560 5.067.331 4.923.286
. 1 2 Other ﬁn anmameb t . m strum ents ............................. R S R S R -
 Listed - - - - - -
« Not listed - - - - - -
2. Equity financial instruments 8.588.475 7.442.554 7.442.554 7.900.392 7.900.392 7.046.756
- Listed - - - - - -
= Not listed 8.588.475 7.442.554 7.442.554 7.900.392 7.900.392 7.046.756
Total 48.660.025 47.679.828 47.068.198 29.782.740 29.902.853 29.753.426

We point out that the differences between the book value and the fair
value can be attributed, as for €159,160, to the recording of the difference
between fixed assets and accruals, as provided for by the regulations and
specified in the valuation criteria, and as for €452,470, to the differences
compared to the market quotations recorded on the institutional markets
due to the persistent volatility of the bond markets. These differences,
since they refer to investments that, due to their nature, will be brought to
maturity, will be cancelled from the redemption value and therefore are not
to be considered as permanent impairment losses.
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Table 5.3 - Annual changes in investment financial instruments

DESCRIPTION 31/12/2021 31/12/2020
Opening balance 29.902.853 42.515.726
Increases 55.385.113 28.028.754
. 1Pur Ch ases .......................................................... 54 31 2034 ................ 6103555
of which debt financial instruments 53.623.951 4.327.411
2. Value recoveries - -
3 Transfers from the investment portfolioe waes 21.813.183
. 40thermcreases ........................................................ 589594 .................. 112 016
Decreases 37.608.138 40.641.627
. 1 Sa|es ............................................................... 30215473 ......................... _
of which debt financial instruments 30.215.473 -
el Ref un ds ...................................................................... _ ......................... _
el Valueadjustments ................................................... 1145922 ......................... _
el of Whlch|astmgdeva|uatlons ......................................... 1145922 ......................... _
4 Tansferstothe imvestmentportiolo. 5996431 40382959
. Otherdecr eases ....................................................... 25 0312 .................. 258668
Closing balance 47.679.828 29.902.853

Increases for purchases include:

subscriptions for the last two tranches of the Tower Credit Opportunities
fund, for which the request for liquidation of the Tower Credit
Opportunities fund in March 2021 was signed. Upon completion of the
liquidation process, the indicated fund was terminated and the units of
the underlying fund “Green Arrow Private Debt Fund” were allocated
to BAC.

the purchase of private, bank, financial and government bonds for a
total nominal amount of €26,800,000;

the purchase of a government bond of the Republic of San Marino for
€400,000 and the transfer of a further tranche for a nominal value of
€396,000 from the free portfolio;

the acquisition of listed subordinated bonds issued by leading foreign
banks and corporates for a nominal value of €24,451,000.

The decreases include, as detailed above:

sale of the subordinated loans described above for a nominal value of
€20,451,000, recorded in the financial statements for €21,584,856, as
resolved by the Board of Directors on 17 June 2021 and on the basis
of the reasons given therein; the transaction generated extraordinary
charges for the sale of €24,806.

Moreover, in consideration of the exceptional situation created by the
health emergency from COVID-19,the Supervisory Authority allowed,
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with Prot.20/13417 of 22/12/2020, the Supervisory Authority allowed
the transfer of financial instruments from the investment securities
portfolio to the free portfolio or the sale on the market of securities held
as of 31/12/2020 by 30/06/2021, following the persistent uncertainties
of the future prospects of the financial system; therefore, in the first
half of 2021, further investment securities for a nominal €14.118,000,
recorded in the financial statements for €14,175,684, of which a
nominal €6,000,000 recorded in the financial statements for€5,994,927
previously transferred to the free portfolio. The operation generated
extraordinary income for €627,574.

This possibility obliges the Bank to allocate the proceeds deriving from

the transfer or sale of these securities to an equity reserve, which can only

be used for future increases in share capital; the Bank will only be bound

to distribute the profits recorded (starting from the year in which the

reallocation took place) if an amount equal to the capital gains is allocated

to the aforementioned reserve:

e accounted for in the financial statements for the year in which the
reallocation took place (if the reallocation did not take place) or,

« realised from the sale of the security on the market, during the financial
year in which the reallocation took place.

The Bank, with a specific resolution of the Board of Directors, transferred
investment securities to the free portfolio on 29/12/2020, which generated
extraordinary income of €2,839,576 in the 2020 financial statements, in
addition to €627,574 in additional income from the disposal carried out in
the first half of 2021; as mentioned above, the total amount of the income
realised must be allocated to a reserve for future capital increases up to
the amount of the sum, in future years. As of 31/12/2021, the reserve was
increased by €126,613, following the approval of the financial statements
as of 31/12/2020. Therefore, the remaining €3,340,538 must be set aside
from the profits recorded in subsequent years. Consequently, it will not be
possible to distribute profits until a reserve tied to a capital increase for a
total of €3,467,150 has been set up.
The capital gain mentioned above, resulting from the sale of the above
securities for €627,574, was booked to extraordinary income on investment
securities (item 190 in the profit and loss account), in accordance with
the provisions of CBSM Regulation 2016/02. The table below shows the
list of securities subject to sale in the first half of 2021 pursuant to the
aforementioned Prot.20/13417.
= Lastly, as a result of the assignment of the units of the “Green Arrow
Private Debt Fund” to BAC following the liquidation of the Tower Credit
Opportunities Fund, the fund was valued on the market on the basis
of its certified NAV as of 31/12/2021, in accordance with the changed
valuation criteria described above, which gave rise to the value
adjustment offset by the liquidation of the liquid assets recognised to us
on an accruals basis, therefore recognising an overall loss of €602,902
in the Profit and Loss Account.

08 Consolidated
balance sheet
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SALES OF INVESTMENT SECURITIES
Px of CTV at pX .
?falte; ISIN DESCRIPTION Quantity balance of Balance Px of sales (;Z:/e:f MFI’T::/
sheet sheet
25/01/21 IT0005135840 BTP-15SE22 1,45% 15/22 6.000.000 99,9154 5.994.927 102,8783 6.172.700 177.773
03/05/21 IT0005090318 BTP-01GN25 1,50% 15/25 EUR 196.000 102,1745 200.262 105,9900 207.740 7.478
03/05/21 IT0005094088 BTP-01MZ32 1,65% 15/32 EUR 652.000 99,1466 646.436 106,9170 697.099 50.663
03/05/21 IT0005170839 BTP-01GN26 1,60% 16/26 EUR 3.628.000 101,9590 3.699.073 107,0770 3.884.754 185.681
03/05/21 IT0005282527 BTP-15NV24 1,45% 17/24 EUR 899.000 99,3627 893.271 105,3550 947.141 53.871
03/05/21 XS2022424993  INTESA SPAOLO 1,75% 19/29 EUR 200.000 104,9682 209.936 106,0256 212.051 2.115
03/05/21 XS$1238902057  GENERAL ELECTRIC 1,875% 15/27 EUR 200.000 101,7592 203.518 108,0000 216.000 12.482
22/06/21 1T0005282527 BTP-15NV24 1,45% 17/24 EUR 2.343.000 99,3710 2.328.261 105,2400 2.465.773 137.512
14.118.000 14.175.684 14.803.259 627.574

Lastly, other changes include fixed asset write-offs and accruals,
where present.

Table 5.4 - Breakdown of “Trading financial instruments”

ITEMS / VALUES 31/12/2021 31/12/2020
Fair Value Fair Value
1. Financial debt instruments 25.558.530 61.748.311
. 1 1 Bonds ............................................................. 25558530 ............... 61748311 .
« Listed 25.558.530 61.748.311
« Not listed - -
12 Otherﬁnanualdebtmstruments .............................................. _ ......................... _
« Listed - -
< Not listed - -
2. Equity financial instruments 37.433.484 19.015.331
« Listed 23.574.026 -
< Not listed 13.859.458 19.015.331
Total 62.992.014 80.763.642

In the first months of 2021, following the persistence of strong market
volatility, and given the expectations of an increase in interest rates, the
bank liquidated part of the securities held in the trading portfolio, which
are more exposed to the risk of an increase in interest rates, recording
an overall loss of €1,179,046, equal to 1.87% of the securities portfolio
held as of 31/12/2021. As a result of the sales, the portfolio decreased
for a total nominal value of €43,500,000 in bonds and €13,000,000 in
investment funds.
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The free portfolio was then increased during the year by purchases of bonds,
and investment funds of primary state and private issuers and structured
products linked to stock market indices, as well as by three funds issued by

the subsidiary Bac Investments SG Spa.

The portfolio also consists of:

e the equity investment in the alternative closed-end mutual fund
Loan Management Scudo Investimenti, subscribed at the end of

December 2012,

e shares in the alternative closed-end mutual Fondo Odisseo, already

described above,

< bonds issued by the Italian Republic that can be readily liquidated.

Table 5.5 - Annual changes in “Trading financial instruments”

DESCRIPTION 31/12/2021 31/12/2020
Opening balance 80.763.642 23.243.184
Increases 48.646.852 85.919.894
. 1 Pu rChases .......................................................... 41843610 ............... 41 038855
of which debt financial instruments 24.798.126 35.970.650
of which equity financial instruments 17.045.484 5.068.205
2.Valerecoveries and revaluations wras 3650391
3. Tranfers from the investment portfolio. 5996431 40.382.959
. 4 Ot h er mcreases ........................................................ 689103 .................. 847 689
Decreases 66.418.480 28.399.436
. 1 sal esand refunds ................................................... 53483752 ................ 6368122
of which debt financial instruments 49.475.872 6.324.100
of which equity financial instruments 14.007.880 44.022
2.valeadustmentsandwrte-downs 661448 198961
3. Tansferstothe investment portfolio w3485 21.813.183
. 4 Ot h erdec reases ..................................................... 1889795 .................... 1 9170
Closing balance 62.992.014 80.763.642
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6. Shareholdings (asset items: 70-80)

Table 6.1 - Shareholdings and investments in group companies

COMPANY Legal Registered Activities carried Share Net equity* Profit/ Share Book value Fair nSeI:aereuti)tf Comparisons
NAME status office out capital quity Loss capital % (B) Value ( If) Yy (A-B)
Group
companies
Via
Bac Trustee S.pa.  reSettembre, Societa non 100.000 328.707  161.013 100,00% 183.795 - 328.707 144.912
316 - 47891 Finanziaria
Dogana RSM
Via
. Tre Settembre, Attivita o _
BAC Life S.p.a 316 - 47891 Assicurativa 6.000.000 7.322.516 699.729 100,00% 6.692.760 7.322.516 629.756
Dogana RSM
¥|i'2 Settembre Attivita
Bac Real Estate S.r.L 316 - 47891 ! compravendita 75.000 413.263 -1.737 100,00% 415.000 - 413.263 -1.737
Dogana RSM Immobiliare
Via
BAC Tre Settembre, Altrte Istituzioni o _
investiments SG S.p.a. 316 - 47891 Finanziarie 500.000 687.173 169.573 100,00% 534.557 687.173 152.616
Dogana RSM
San Marino \le Settembre Societa non
finanza e S.r.l. ’ ) - 26.000 21.149 -4.851 51,00% 13.260 - 10.786 -2.474
revidenza 316 - 47891 Finanziaria
P Dogana RSM
Associated
companies
s syaa oo, S
) S.p.a. 22 47899 ; ) 500.000 667.281 8.276 50,00% 333.721 - 333.641 -80
sammarinese automatica dei
Serravalle RSM ;
S.S.I.S dati
Via Servizi di
Centro servizi srl.  XVMarzo, elaborazione 74.886 504.314  64.266 33,33% 333.333 - 168.088 -165.245
58 - 47895 automatica dei
Domagnano RSM  dati
Via Il Altrte Istituzioni
BKN301 Spa S.p.a. Settembre, 99 Fi . 3.450.000 2.931.913  -783.313 27,23% 989.628 - 798.360 -191.268
inanziarie
Dogana 47891
Other investee
companies
Banca centrale Via del Voltone,
della Repubblica S.p.a. 120 - 47890 Attivita Bancaria 12.911.425 56.343.023 - 5,00% 4.059.241 - 2.817.151 -1.242.090
di San Marino San Marino RSM
Agenzia per .
. Strada di
lo sviluppo Paderna
economico - S.p.a. 2_ 4789'5 Servizi 77.469 1.163.830 225.935 1,33% 1.033 - 15.479 14.446
Camera di
. Domagnano RSM
commercio

It should be noted that the net equity valuations shown in the table above
were made using the figures for the respective companies as at 31/12/2021,
for all companies with a holding percentage of more than 50%. It should be
noted that the differences noted between the book value and the share of
net equity of the holdings of the companies: BAC Trustee Spa, BAC Life Spa
and BAC Investments SG Spa are attributable to the resolutions to distribute
the dividend to the Parent Company, which will be accounted for in cash in
the year 2022.
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While the marginal differences recognised on the equity investments:
BAC Real Estate Srl, San Marino Finanza e Previdenza Srl are due to
the recognition of the loss for the year 2021 and to the proposals of the
administrative body which envisage its full coverage by the shareholders,
subject to recognition in 2022.

Investee companies

The shareholding in the Central Bank of the Republic of San Marino remained
unchanged; it constitutes 5% of the share capital and is represented
by 125 shares of €5,164 each; in the financial statements of 31/12/2013
it was revalued in monetary terms as provided for by Finance Law no.174
of 20/12/2013 in art. 75. The value of the portion recorded in the financial
statements, following the revaluation that took place, corresponds to the
valuation according to the equity method, based on the values expressed
in the financial statements as of 31 December 2013. The positive balance of
the revaluation was recorded in a revaluation equity reserve amounting to
€3,004,030.

The percentage held in S.S.I.S. Spa (Societa Sistemi Informatici
Sammarinese) is unchanged compared to the previous year and represents
50% of the investee’s capital. BAC is a founding partner together with Cassa
di Risparmio della Repubblica di San Marino Spa, which holds the other
50% of the capital; for this equity investment, the valuation was carried
out at equity 2021. This entailed a revaluation of €4,219 for the 2021 profit
to be allocated to reserves, as per the financial statements approved by
the Board of Directors, allocated as an increase to the revaluation reserve
accrued in previous years.

The shareholding in Agenzia per lo Sviluppo Economico - Camera di
Commercio S.p.a. remains unchanged. represented by 4 shares out of 300
constituting the share capital for a percentage of 1.33%.

Banca Agricola Commerciale also holds a 33.33% interest in Centro Servizi
Srl. The main activity consists of IT activities, with particular reference to
the production, development, maintenance and marketing of application
software, the management of services connected with the use of electronic
payment instruments and the trading and rental of hardware; the company
also acts as the sole technology manager of the SMaC platform. With
reference to the difference between the amount recorded in the financial
statements and the corresponding portion of shareholders’ equity, no
impairment losses are deemed to exist, as the company has systematically
capitalised the profits made in recent years.

In 2021, with the authorization of the Supervisory Authority Prot.21/4107 of
12/04/2021, BAC acquired the entire shareholding held by Banca Nazionale
SammarineseS.p.A.inlstituto Sammarinese dipagamento T.P@Y Spa, equal
to 33.33% of the share capital of the Authorized Entity, for 150,000 shares,
with a nominal value of €1.00 each. Also, during 2021, the participating
banks resolved, at the time of approval of the 2020 financial statements, to
increase the share capital by a total of €3,000,000, to change the company
name, from TP@Y Spa to BKN301 Spa, as well as to renew the management.
All the amendments to the articles of association were subject to prior

08 Consolidated
balance sheet
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authorization by the Central Bank. The capital increase, subscribed and
paid in by BAC for €1,500,000, forms part of the more general development
plan of BKN301 Spa prepared by the company’s renewed management,
which, among other things, envisaged the entry of the managers who drew
up and structured the plan, aimed at significant evolution and growth of the
business, both on the domestic and international markets, thanks to the
implementation of a banking/payment-as—-a-service strategy; as a result,
it is not deemed necessary to make an accounting adjustment to equity.
At 31/12/2021, therefore, BAC after the entry of new shareholders, holds
27.226% of the equity investment in BKN301 Spa.

Group shareholdings

In 2021, BAC Investments SG Spa, in its fourth year of business, closed the
year with a profit of €169,573, 90% of which was allocated to dividends, as
per the financial statements approved by the Board of Directors. The Bank
has therefore aligned the value of the investment with equity, revalued it
and booked the remaining 10% to the revaluation reserve.

The Funds currently established and managed are 7, belonging to the
balanced category, with different risk-return profiles and with variable
percentages between the equity and bond components. They are open-
ended mutual funds established under the laws of San Marino whose
management regulations govern investment activities in compliance with the
provisions of Community Directive 85/611/EEC and subsequent additions
and amendments, concerning the coordination of laws, regulations and
administrative provisions relating to “Undertakings for the Collective
Investment of Transferable Securities” (UCITS).

The company, through the distribution network of the Parent Company,
increased its assets under management and achieved positive performances
on all funds.

On 27/07/2020, BAC Trustee Spa, formerly Bac Fiduciaria Spa, changed
its corporate purpose, renouncing the related reserved activity, subject
to authorisation from BCSM granted with prot.20/6920 of 24/07/2020,
assuming the name of BAC Trustee Spa and transferring en bloc to
the Parent Company all activities relating to the management of trust
mandates, concluded during 2021; the above in execution of the provisions
of the resolutions of the shareholders’ meetings of BAC Trustee Spa and the
Parent Company BAC. The 2021 financial statements approved by the Board
of Directors provide for the distribution of 90% of the profit for the year
earned in 2021 to the sole shareholder BAC in the amount of €144,912; the
Shareholding has therefore been aligned with the value of Net Equity (net of
dividends).

For BAC Real Estate Srl, there was no write-down of €1,737 for the 2021
loss, as the Board of Directors has proposed that it be written off; therefore,
BAC will recoup the loss in 2022.

The equity investment in BAC Life Spa was also adjusted to the equity of the
investee company based on the results of the 2021 financial year approved
by the Board of Directors the proposed profit allocation provides for the
distribution of 90% of the profit to the sole shareholder BAC, which will be
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paid in cash in 2022 for €629,756, with allocation of the remaining 10%
to reserves.
Among the Group’s equity investments, in 2021, the new Company Finanza
e Previdenza S.r.l. was established, an insurance brokerage agency, in
joint-venture with an insurance company based in Imola, which represents
one of the main distribution networks for insurance products in Italy with
approximately 240 employees/sub—-agents, an insurance portfolio of
approximately €450 million and numerous mandates received from leading
Italian and foreign Insurance Companies. The new company will act in
synergy with the Group’s insurance company, BAC Life Spa. The company
San Marino Finanza e Previdenza will carry out brokerage in the insurance
and financial field. The company is 51% owned by BAC as of 31/12/2021 and
has a paid-up share capital of €26,000. The loss realised in 2021 will be
covered by the shareholders in 2022, for €2,474, equal to 51% of the total
loss, as far as BAC is concerned. In these financial statements, therefore,
the investment has not been aligned with the corresponding share of equity.
The following tables provide information on the aggregate movements
regarding the shareholdings held.
Table 6.2 - Breakdown of item 70 “Shareholdings”
ITEMS / VALUES 31/12/2021 31/12/2020
Purchase price Book value Fair Value Purchase price Book value Fair Value
In credit institutions 645.571 4.059.241 - 645.571 4.059.242 -
« Listed - - - - -
« Not listed 645.571 4.059.241 - 645.571 4.059.242 -
In other financial firms 989.628 989.628 - - -
« Listed - - - -
« Not listed 989.628 989.628 - - -
Others 584.363 668.087 - 584.364 663.868
- Listed - - - - -
« Not listed 584.363 668.087 - 584.364 663.868 -
Total 2.219.562 5.716.956 - 1.229.935 4.723.110 -
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Table 6.3 - Breakdown

and changes in item

80 “Shareholdings in

group companies”
ITEMS / VALUES 31/12/2021 31/12/2020
Purchase price Book value Fair value Purchase price Book value Fair value
In credit institutions - - - - - -
- Listed - - - - - -
= Not listed - - - - - -
In other financial firms 6.600.000 7.411.112 - 6.600.000 7.308.080 -
- Listed - - - - - -
< Not listed 6.600.000 7.411.112 - 6.600.000 7.308.080 -
Others 88.260 428.260 - 75.000 406.481 -
- Listed - - - - - -
« Not listed 88.260 428.260 - 75.000 406.481 -
Total 6.688.260 7.839.372 = 6.675.000 7.714.561 =
Table 6.4 - Annual changes in item 70 “Shareholdings”
DESCRIZIONE 31/12/2021
A) Esistenze iniziali 4.723.110
B) /_\um en t, .......................................................................................... 9 93347
B1 Acqms t . ......................................................................................... 9 39523
32R|presed,va|ore R
33 R|Va|utaz|on| ....................................................................................... 4219
B4Altreva”amom R
C) Diminuzioni 1
c1\/end,te R
CZRetthhedlvalore R
di cui svalutazioni durature -
c3A|trevar,az|on, 1
D) Consistenza finale 5.716.956
E) Rivalutazioni totali 4.219

F) Rettifiche totali
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Table 6.5 - Annual changes in item 80
“Shareholdings in group companies”
DESCRIPTION 31/12/2021
A) Opening balance 7.714.561
B) Increases 133.330
. B1 Pumhases ...................................................................................... 13260 .
. Bz Value recoverles ....................................................................................... _ .
. B3 Revaluatlons ................................................................................... 120070
. B4 Othermcreases ....................................................................................... :
C) Decreases 8.519
C1sales ................................................................................................. _
szalueadjustments 8519
of which lasting devaluations -
. c3 Other decreases ....................................................................................... :
D) Closing balance 7.839.372

As explained above, item “B3. Revaluations” includes the revaluations of
the subsidiaries BAC Life Spa, BAC Investments SG Spa, BAC Trustee Spa
and, marginally, Bac Real Estate to restore coverage of the 2020 loss.

The tables below detail the changes in equity investments forming part of

the Banking Group.

Profit allocation

BAC Trustee Spa 31/12/2021 2021 Net equity
Share capital 100.000 - 100.000
Legal reserve 67.694 - 67.694
Other reserves - 16.101 16.101
To shareholder - 144.912 -
Profit for the year 161.013 -161.013 -
Total 328.707 = 183.795
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Profit allocation

BAC Life Spa 31/12/2021 2021 Net equity
Share capital 6.000.000 6.000.000
Legal reserve 535.991 69.973 605.964
Other reserves 86.796 86.796
To shareholder 629.756
Profit for the year 699.729 -699.729 -
Total 7.322.516 = 6.692.760
BAC Real Estate Srl 31/12/2021 Sc';?\rfztgmzr Net equity
Share capital 75.000 - 75.000
Legal reserve - - -
Other reserves 340.000 - 340.000
To shareholder - - -
Profit for the year -1.737 1.737 -
Total 413.263 1.737 415.000
Bac Investments SG Spa 31/12/2021 PI’Ofltza(;|201¢: gteh Net equity
Share capital 500.000 - 500.000
Legal reserve 5.988 - 5.988
Other reserves 11.612 16.957 28.569
To shareholder - 152.616 -
Profit for the year 169.573 -169.573 -
Total 687.173 = 534.557
San Marino finanza e previdenza Srl 31/12/2021 i:?‘rf‘;?::izr gﬁ:ﬂti";_{g Net equity attgLB:E:glhe to
Share capital 26.000 - - 26.000 13.260
Legal reserve - - - - -
Other reserves - - - - -
Profit for the year -4.851 4.851 2.474 - -
Total 21.149 4.851 = 26.000 13.260
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Table 6.6 - Assets and liabilities with investee companies (item 70)

DESCRIPTION 31/12/2021 31/12/2020
Assets 161.222.241 117.687.190
= Loans to credit institutions 159.554.195 116.993.426

of which subordinates - -
of which associated companies - -
of which subordinates - -

= Loans to other financial companies 1.032.841 -

of which subordinates - -

—_

of which associated companies .032.841 -

of which subordinates - -

= Loans to other companies 635.205 693.764
of which subordinates - -
of which associated companies 635.205 693.764

of which subordinates - -

= Bonds and other debt financial instruments - -
of which subordinates - -

of which associated companies - -

of which subordinates - -
Liabilities 582.605 136.097
< Amounts due to credit institutions - -

of which associated companies - -

= Amounts due to other companies 582.605 136.097

of which associated companies 466.290 136.097

« Payables represented by financial instruments - -

of which associated companies - -

« Subordinate liabilities - -
of which associated companies - -
Guarantees and commitments = =

= Guarantees given - -

= Commitments - _

Loans to banks, amounting to €159,554,195, consisted of the current
account held with CBSM for €132,586,249, the term deposit ROB
(Compulsory Reserve) for € 24,687,346 and other deposits for € 2,280.
The item “Receivables from other financial companies, of which from
associated companies”, valued at €1,032,841, expresses loans from
the associated company BKN301 Spa, of which €473,501 for intangible
leases and €559,340 for receivables in foreign currency. “Loans to other
companies”, which amounted to €635,205, are represented by leasing
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contracts on buildings and instrumental tangible assets towards SSIS
Spa. Liabilities include the balance of the current account opened with
the above-mentioned SSIS S.p.A. for €15,097, the balance of the current
account opened with Centro Servizi Srl for €568, the balance of the current
account opened with BKN301 Spa for €450,625, as associated companies,
as well as the balance of the current account opened with the Agenza per lo
Sviluppo Economico - Camera di Commercio Spa for €116,315.

Table 6.7 - Assets and liabilities with investee companies belonging to

the bank group (item 80)

DESCRIPTION

Assets

= Loans to credit institutions

of which subordinates

31/12/2021

12.385.678

31/12/2020

12.293.734

= Loans to other financial companies

of which subordinates

= Loans to other companies

of which subordinates

« Bonds and other debt financial instruments

of which subordinates
Liabilities

« Amounts due to credit institutions

« Subordinate liabilities
Guarantees and commitments

= Guarantees given

« Commitments

Theitem: “Loansto other companies” represents SAL leasing contracts taken
out by Bac Real Estate Srl. The item: “Amounts due to other companies”
consists of current account balances of BAC Life Spa for €3,182,806, of
BAC Investments Spa SG for €694,842, of BAC Real Estate Srl for €12,339,
of BAC Trustee Spa for €249,952 and of San Marino Finanza e Previdenza

Srl for €23,661.
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7. Intangible fixed assets (asset item 90)

Table 7.1 - Description and movements in item 90
“Intangible fixed assets”

of which
assets
A Assets i Assets available
. A f which s of which due to ; P 0 . .
Financial 2 awaiting available for credit q Capital Other intangible
ANNUAL CHANGES 31112/2021 leasing iﬁ;ﬁ&zf:; lease def:::l:at:‘){ the from debt extinction Goodwill expenditure fixed assets
termination collection by means of
a settlement
agreement

A. Opening balance 1.535.903 519.419 - - - - - - - 1.016.484
B. Increase 72.993 1.026 - - - - - - - 71.967
B1. Purchases 71.967 - - - - - - - - 71.967
B2. Value 937 937 _ _ _ _ _ _ _ _
recoveries

of which by _ _ _ _ _ _ _ _

creditworthiness 937 937
B3. Revaluations - - - - - - - - - -
B4. Other increases 89 89 - - - - - - - -
C. Decreases 197.581 49.464 - - - - - - - 148.117
C1. Sales - - - - - - - -
C2. Value 197.483  49.366 - - - - - - - 148.117
adjustments

of which

depreciation and 197.483 49.366 - - - - - - - 148.117

amortization

of which lasting _ _ _ _ _ _ _ _ _ _

devaluations

of which by _ _ _ _ _ _ _ _ _ _

creditworthiness
C3. Other 98 98 _ _ _ _ _ _ _ _
decreases
D. Closing balance 1.411.315 470.981 - - - - - - - 940.334

Other intangible fixed assets consist of expenses for: software purchase,
leasehold improvements, studies, research, personnel training, sundry
deferred costs and concession rights. Software is valued at cost, including
all analysis, installation and training costs. In addition, any fully amortised
intangible assets are written off from the accounts by deducting both
the value of the asset and the related provision. Amortisation rates are
calculated in relation to their residual possibility of utilisation.

In 2009, the bank acquired from the Most Excellent Chamber of the Republic
of San Marino the concession rights for the construction of an underpass to
be used by the bank for thirty years; therefore, the expenses incurred for
the rights and the construction works for its construction were included in
an intangible fixed assets accounting item to be amortised for the duration
of the concession, as per the clarifications issued by the San Marino
Tax Authority.
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GRANT HOLDERS’ RIGHTS AND

WORKS UNDER PASSAGE 2024 2020
Opening balance at purchase cost 1.254.395 1.254.395
Expenses incurred during the year - -
Closing balance at historical cost 1.254.395 1.254.395
To deduct depreciation fund -535.678 -493.865
of which depreciation charge for the year 41.813 41.813
Closing balance 718.716 760.529

Table 7.2 - Breakdown of item 90 “Intangible fixed assets”

ITEMS / VALUES 31/12/2021 31/12/2020

Purchase price /
Production cost

Purchase price /

Production cost Book value Fair Value

Book value Fair Value

Financial leasing 564.524 470.981 - 564.524 519.419 -

of which assets under construction - - - - - -

Assets awaiting lease termination - - - - - -

of which due to default by the tenant - - - - - -

Assets available from debt collection - - - - - -

of which assets available for
credit extinction by means of - - - - - _
a settlement agreement

Goodwill - - - - - -

Start-up costs - - - - - -

Other intangible fixed assets 1.812.093 940.334 - 2.461.467 1.016.484 -

Total 2.376.617 1.411.315

3.025.991 1.535.903 =
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8. Tangible fixed assets (assets item 100)

Table 8.1 - Movements and description of item 90
“Tangible fixed assets”

of which
assets
. Assets . Assets available
. . f which o of which due to q . A .
Financial ° awaiting available for credit Lands and Other intangible
ANNUAL CHANGES Blji2/2020 leasing 2?:;‘;:‘;?:{: lease defiz::alm e from debt extinction by buildings fixed assets
termination collection means of a
settlement
agreement
A. Opening balance 165.555.848 65.711.117 10.636.420 2.229.101 2.229.101 69.216.830 69.216.830 28.059.785 339.015
B. Increase 18.949.545 9.650.928 662.256 883.621 883.621 8.308.693 8.308.693 64.363
B1. Purchases 16.901.414 8.284.736 550.840 744.415 744.415 7.765.960 7.765.960 64.363
B2. Value recovery 98.471 98.471 7.916 - - - - -
of which by _ _ _ _ _
creditworthiness 98.471 98.471 7.916
B3. Revaluations - - - - - - - -
B4. Other increases 1.949.660 1.267.721 103.500 139.206 139.206 542.733 542.733 -
C. Decreases 19.654.609 16.622.329 654.330 500.725 500.725 1.455.110 1.455.110 132.101
C1. Sales 2.031.309 627.262 63.575 174.171 174171 1.229.876 1.229.876 -
C2.' Value 14.699.014 13.078.015 - 326.554 326.554 218.000 218.000 132.101
adjustments
of which
depreciation and 14.154.460 13.078.015 - - - - - 132.101
amortization
of which lasting
. 319.912 - - 101.912 101.912 218.000 218.000 -
devaluations
of which by 224.642 - - 224.642 224.642 - - -
creditworthiness
C3. Other decreases 2.924.286 2.917.052 590.755 - - 7.234 7.234 -
D. Closing balance 164.850.784 58.739.716 10.644.346 2.611.997 2.611.997 76.070.413 76.070.413 27.157.381 271.277

Item 100 “Other tangible fixed assets” includes furniture, safes and plant,
electronic machines and motor vehicles. As with intangible fixed assets, any
tangible fixed assets that have been fully depreciated are written off from
both the value of the asset and the related provisions.

During the year, the values of certain real estate assets were adjusted to
bring them into line with updated market appraisals.

In the next table, the item “B. assets awaiting lease termination” includes
fixed assets returned to the full possession of the Bank following termination
due to default of the lessees of the lease contracts. These amounts are
also included in the table detailing loans to customers, as required by the
regulations on the preparation of financial statements (CBSM Regulation
2016/02). Item “C. Assets available for collection” includes real estate
owned for €76,069,249 and movable assets for €1.164 acquired, over the
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years, as a result of waiver and write—-off agreements of credit positions
of insolvent customers classified as non—performing leases; these assets
are not instrumental to the business and therefore are not subject to
depreciation; in order to optimise the management of these assets, the bank
has identified a dedicated department within the corporate organisation
chart, called the Real Estate Department, which is responsible for their
maintenance, relocation and sale.
Table 8.2 - Breakdown of item 100 “Tangible fixed assets”
ITEMS / VALUES 31/12/2021 31/12/2020
Fl:’l:cr)illlaci?oﬁrci;i.tl Book value Fair Value F;:;Z'Liifoﬁrizitl Book value Fair Value
Financial leasing 140.292.586 58.739.716 - 137.348.718 65.711.117 -
of which assets under construction 12.619.760 10.644.346 - 12.599.316 10.636.420 -
Assets awaiting lease termination 7.958.229 2.611.997 - 9.324.106 2.229.101 -
of which due to default by the tenant 7.958.229 2.611.997 - 9.324.106 2.229.101 -
Assets available from debt collection - 76.070.413 76.070.413 - 69.216.830 69.216.830
of which assets available for
credit extinction by means of a - 76.070.413 76.070.413 - 69.216.830 69.216.830
settlement agreement
Lands and buildings 40.671.290 27.157.381 - 42.008.775 28.059.785 -
Other tangible fixed assets 974.888 271.277 - 1.147.976 339.015 -
Total 189.896.993 164.850.784 76.070.413 189.829.575 165.555.848 69.216.830
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Table 8.3 - Assets acquired from credit recovery
ITEMS / VALUES 31/12/2021 31/12/2020
Book value Fair value Book value Fair value
A. Assets acquired from credit recovery 69.702.085 69.702.085 68.764.112 68.764.112
deriving from financial leasing contracts
ARealestate 60700921 60700921 68542520  68.542.520
of which for residential use 11.122.753 11.122.753 21.227.220 21.227.220
of which for non-residential use 58.578.168 58.578.168 47.315.300 47.315.300
. A2 M ovable pr operty .................................................................. 1164 ..................... 1 164 .................. 221592 ................. 2 21 592 .
of which vehicles - - - -
of which naval aircraft - - - -
of which other 1.164 1.164 221.592 221.592
. B1 Real estate .................................................................... 6368328 ................ 6368328 .................. 452718 B 452718 .
of which for residential use 842.508 842.508 - -
of which for non-residential use 5.525.820 5.525.820 452.718 452.718
. BZ Movable property ...................................................................... _ ......................... _ ......................... _ ....................... _ .
of which vehicles - - - -
of which naval aircraft - - - -
of which other - - - -
Total 76.070.413 76.070.413 69.216.830 69.216.830

Assets acquired from credit recovery were recorded in the balance
sheet assets, following a settlement agreement with the customer, at
the appraised value at the time of the agreement within the limit of the

credit exposure.
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Table 8.4 - Leasing to credit institutions and customers
(residual principal and overdue rents)

of which leasing of which leasing

CATEGORIES / VALUES 311272021 o credit o ustomers” 31/1312020 o credit R
Leasing - Total 65.013.569 = 65.013.569 71.337.488 = 71.337.488
A. of which for overdue fees 3.190.875 - 3.190.875 2.877.851 - 2.877.851
B. of which Residual principal credit 61.822.694 - 61.822.694 68.459.637 - 68.459.637
. B 1 |ntang .i b| eﬁxedassets ....................................................... _ .................... _ .................... _ .................... _ .................... _
Financalleasng 4098 - e ste419 - 519.419
- Assets awaiting lease termination - - - - - _
B2. Tangible fixed assets - - - - -
Financialleasng 73716 - s7ere ezt - et
- Assets awaiting lease termination 2611997 - 2611997 2220100 - 2.220.101

9. Subscribed and unpaid capital (asset item 110)

Table 9.1 - Breakdown of item 110 “Subscribed and unpaid capital”
Data not present.

10. Transactions on own shares (asset item 120)

Table 10.1 - Breakdown of company shares

DESCRIPTION Number of shares % on capital Nominal value Trading amount
Values as of 31/12/2020 553 0,07% 14.378 14.378
Purchases - - - -
Sales - - - -
Values as of 31/12/2021 553 0,07% 14.378 14.378
Profit / Loss

Profit / loss from trading on treasury shares during the year -

Own shares are entered at their face value of 26 each, for a total counter—
value equal to € 14,378.
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11. Other Assets (asset item 130)
Table 11.1 - Breakdown of item 130 “Other Assets”
OTHER ASSETS 31/12/2021 31/12/2020
Guarantee margins - -
Premiums paid for options - -
Other activities 125.547.851 129.920.008
©ofwhichvariousdebtors: aiazs 5.272.980
« Administrative expenses 840.031 935.200
;lzti;%sgn%orqg?;s:iigfianome and dividends, 530.305 13.046
= Security deposits 602.280 600.000
= Coded customers 1.909.301 3.533.993
« ATM withdrawals suspense account 4.770 3.600
= Advances to Suppliers 10.311 -
« Transitional customer positions 274.137 87.141
;::rt:r;gti)tr;tlrii:grtei:r;eof BAC Real Estate Srl _ 100.000
©ofwhichother: oaeTe 124.647.028
« Advances paid to the tax authorities for IGR for _ 50.981
which compensation is requested ’
« RID management of commercial receipts 693.527 731.722
= Technical accounts 1.583.409 933.369
= Correspondent bank bills 16.096.875 12.356.787
< Bills from s.b.f. customers 50.134.557 53.091.749
« Bills from customers s.b.f. cheques 4.095.711 4.615.814
= Customer bills after collection 3.377.807 2.501.118
= Suspense accounts - traveling consignments 2.161.067 1.781.046
= Loans from credito sammarinese 87.107 220.423
« Deferred tax assets 568.327 568.327
 Tax credit from credito sammarinese 429.829 1.013.345
- Credit to excellent chamber, state body interest share 270.498 317.310
 Security deposits 702.895 708.168
Ai‘;;’;?;f:;: ;’g}‘;g fg’““me“ts 32.072.332 36.654.094
Total 125.547.851 129.920.008
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The item “Other Assets” includes all assets that cannot be allocated to
other asset items. This item also includes any inventories of in—transit and
suspense items not allocated to the relevant accounts. As a result of the
valuation at NAV of the closed-end Loan Management fund, BAC has booked
the capital losses recognised up to 31/12/2020, amounting to €7,550,186,
to the item “Temporary tax differences of the Loan Management fund
units”, as indicated by the Supervisory Authority with letter Prot.14/2288
of 13/03/2014, in compliance with Law no. 174 of 27 October 2011 and
the subsequent Law 223/2020 art.7, which definitively established the
maximum amount of the tax benefits on the basis of the fund’s accounts as
of 31/12/2020.

In addition, as a result of the acquisition of the Fondo Odisseo, following
the assumption of liabilities protected by the SNB, until 2020 the negative
differences with respect to the NAV have been recorded under the item “Tax
differences of the units of the Fondo Odisseo Decree Law no. 72 of 27 June
2013”; therefore, the tax creditbooked until 31/12/2020 amountstoeuro. The
write—down recognized on the basis of the NAV of 31/12/2021, amounting to
€140,872, as a result of the intervening legislative amendment introduced
by Law 223/2020 art.7, which definitively established the maximum amount
of tax benefits on the basis of the fund’s statement as of 31/12/2020, was
recorded as a loan from the Transferor BNS Spa, now SGA Spa, on the basis
of art.31 of the puntuation agreement signed on 11/09/2019 and recorded
in the item “transitional customer positions”.

These amounts were finally acknowledged by the Tax Office on 21/02/2022
under Prot.18206/2022/DG.

Lastly, the item: “Suspension of value adjustments Law 173/2018 art.40”,
corroborated for €32,072,332, represents the AQR adjustments still
suspended, by virtue of the relevant law, for 7/10.

More in detail, the item Other Assets includes the following sub-items:
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TAX CREDITS,
DEFERRED TAX ASSETS, 31/12/2021 31/12/2020
RELATED ACCOUNTING ITEMS
Accounting items related to specific decrees 9.532.604 10.116.120
« Tax credit Decree Law 174/2011 429.829 1.013.345

= Temporary tax differences of

the Loan Management Fund units 7:550.186 7:550.186
« Tax differences of the Odisseo

fund units Decree Law no. 72 of 27/06/2013 1.552.589 1.552.589
Deferred tax assets 568.327 568.327
Deferred tax asset for provisions exceeding 5%

Provision for risks on Loans Law 166/2013 62.169 62.169
Deferred tax asset for provisions in excess of 5%

Provision for risks on Loans Law 154/2019 art.11 506.158 506.158
Other related accounting items = 50.981
Advances paid to the tax authorities for _ 50.981
IGR for which compensation is requested :
Total 10.100.931 10.735.428

For the sake of clarity, we point out that the items “Codified customers” and
thosereferringtobillsfromcorrespondentbanksandcustomersenteredunder
“Other Assets” are algebraically offset with the items identified respectively
under “Other Liabilities” in the items “Leasing Invoices” and “Bill Payers”.

12. Accrued income and prepaid expenses
(asset item 140)

Table 12.1 - Breakdown of item 140
“Accrued income and prepaid expenses”.

DESCRIPTION 31/12/2021 31/12/2020
Accrued income 68.324 101.096
. .Otheraccrue(j mcome ....................................................... 68324 ................ 101096
Prepaid expenses 178.611 203.116
.Onrentspayablezogn ................. 20971
Onadministatwesspenses 763 162.145
Total 246.935 304.212

Relevant accruals are made as an adjustment to assets and liabilities in
compliance with the provisions of CBSM Regulation 2016/02, art. IV.1.14.
Iltem 140 includes residual amounts not attributable to specific asset and
liability items.
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Information on the statement of assets and liabilities -
Liabilities
13. Due to credit institutions (liabilities item 10)
Table 13.1 - Detail of item 10 “Amounts due to credit institutions”
DESCRIPTION 31/12/2021 31/12/2020 CHANGE
In foreign In foreign o
In euro currency Total In euro currency Total Amount %
A) At sight 1.227.214 819 1.228.033 1.189.231 464 1.189.695 38.338 3,22%
A1. Reciprocal accounts 1.227.214 - 1.227.214 1.189.231 - 1.189.231 37.983 3,19%
opened for services rendered
A2. Free deposits - - - - - - - -
A3. Others - 819 819 - 464 464 355 76,51%
B) At term or with notice - - - - - - - -
B1. Passive current accounts - - - - - - - -
B2. Term deposits - - - - - - - -
B3. Repurchasing agreements _ B B B B B _ B
and passive carry-overs
B4. Other financing - - - - - - - -
Total 1.227.214 819 1.228.033 1.189.231 464 1.189.695 38.338 3,22%

Table 13.2 - Breakdown of amounts
residual life

due to credit institutions by

MATURITY 31/12/2021 31/12/2020
At sight 1.228.033 1.189.695
Up to 3 months - -
From over 3 months to 6 months - -
From over 6 months to 1 year - -
From over 1 year to 18 months - -
From over 18 months to 2 years - -
From over 2 years to 5 years - -
Over 5 years - -
Maturity not attributed - -
Total 1.228.033 1.189.695
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14. Amounts due to customers (liabilities item 20)

Table 14.1 - Detail of item 20 “Amounts due to customers”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
In euro Tuf::::ig; Total In euro Tufr?:‘ig; Total Amount %

A) At sight 458.929.093 9.547.309  468.476.402  425.324.902  10.488.009  435.812.911  32.663.491 7,49%
M.Passhecurrentaccounts 456370219 9.547.300  465.917.528 422581288  10.488.000  433.069.297 32848231 7,58%
A2 Savingsdeposits 2sses7a - ossesa 2743614 - 2mss -1sa7a0 673%
B S I IR e I R e -
B) Term or with notice 43.546.173 - 43.546.173  37.577.085 - 37.577.085 5.969.088 15,88%
e pas R _ ................ _ ................ _ ................ _ ................ _ ................ _ ................ _ ................ _
current accounts

e savmg : depwts ............... R R R R R R e -
5‘:& sgg;;%hsjfr;f*nge"ts 23.545.756 - 23545756  27.441.068 - 27.441.068  -3.895.312 -14,20%
Ba.Otherfunds 20000417 - 20000417 10436017 - 1013017 96400 o7,32%
Total 502.475.266 9.547.309 512.022.575 462.901.987  10.488.009 473.389.996  77.265.158 16,32%

This table provides details of “ltem 20” of liabilities. In reclassifying
amounts due to customers, internal cheques were excluded, recorded
under “Other liabilities” in the amount of €687,867 in 2021, while in 2020
they amounted to €929,136. A combined reading of the tables above and
below shows an important increase in customer deposits (+16.32%), which
favoured investments in demand and term relationships, the latter mainly
from institutional investors.
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Table 14.2 - Breakdown of amounts due to customers based on
residual life
MATURITY 31/12/2021 31/12/2020
At sight 468.476.402 435.812.911
Up to 3 months 1.844.579 21.963.909
From over 3 months to 6 months 32.601.033 5.611.573
From over 6 months to 1 year 9.100.561 10.001.603
From over 1 year to 18 months - -
From over 18 months to 2 years - -
From over 2 years to 5 years - -
Over 5 years - -
Maturity not attributed - -
Total 512.022.575 473.389.996
This table shows the consistency of items 20 “Due to customers”, as
represented in table 14.1, by residual life.
15. Amounts represented by financial instruments
(liabilities item 30)
Table 15.1 - Breakdown of amounts represented by financial instruments
DESCRIPTION 31/12/2021 31/12/2020 CHANGE
In euro I:uf:ﬁg; Total In euro I:uf::;ig; Total Amount %
Bonds - - - - - - - -
of which held by _ _ _ _ _ _ _ _
credit institutions
Certificates of deposit 195.251.102 - 195.251.102 207.233.579 - 207.233.579 -11.982.477 -5,78%
of which held by _ _ _ _ _ _ _ _
credit institutions
Other financial instruments - - - - - - - -
of which negotiated _ _ _ _ _ _ _ _
acceptances
of which outstanding bills - - - - - - - -
of which atypical securities - - - - - - - -
Total 195.251.102 - 195.251.102  207.233.579 - 207.233.579 -11.982.477 -5,78%



) () () () ' () () )

/ / / _/ _/ _/ /
01 Corporate 02 Shareholders’ 03 Report of the 04 Financial statements 05 Explanatory 06 Auditors’ 07 Independent 08 Consolidated
position meeting board of directors representation notes report auditors’ report balance sheet

16. Other liabilities (liability item 40)

Table 16.1 - Breakdown of item 40 “Other liabilities”

OTHER LIABILITIES 31/12/2021 31/12/2020

Guarantee margins - -

Awards received for options - -

Cheques in circulation and similar securities 687.867 929.136
Others: 86.145.622 88.455.292
© ofwhichvarious creditors 1498650 1538397

« Salaries / emoluments 1.441.845 1.494.914
« Items in the course of collection 10.755 13.483
« Security deposits 46.050 30.000
S Ofwhlchomer ......................................................... 84 646972 ............ 86 91 6895
= Transferring bills after collection 5.396.648 4.174.015
« Transferring bills subject to collection 72.253.238 72.463.651
= Regular matches 576.174 895.013
= Payable to the tax office for with holding tax made 501.948 505.459

= Payable to the tax office for various

withholdings / taxes 629 1.822
= Suppliers to be liquidated 2.048.498 2.288.624
« Pledged funds 24.757 25.422
« Cash / ATM surpluses 7.875 4.725
= Incoming transfers / to be sent 80.865 136.711
« ltaly / R.S.M. Utilities 654.631 1.782.167
* ATM / pos / card transactions 178.539 208.098
= Securities transactions 216.721 -
« Other items 638.410 738.457
 Credito sammarinese transferred customers 158.733 158.733
« Invoices issued for leasing fees 1.909.306 3.533.998
Total 86.833.489 89.384.428

As specified in the commentary on “Other assets”, the items “Lease
instalment invoices” and “Assignors of bills” are offset against the items
“Other assets” under “Codified customers” and “Bills from banks and
customers”, respectively.
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Table 16.2 - Amounts due for e money
DESCRIPTION 31/12/2021 31/12/2020
For nominative instruments 178.539 208.098
of which rechargeable 154.303 152.136
of which non-rechargeable 24.236 55.962

For anonymous tools - -

This table shows the total amount of recharges on prepaid cards made by
customers and used as a payment instrument, as well as ATM payments to
be settled with the counterparty.

17. Accrued expenses and deferred income
(liabilities item 50)

Table 17.1 - Breakdown of item 50 “Accrued expenses and
deferred income”

DESCRIPTION 31/12/2021 31/12/2020

A) Accrued liabilities 715 1.289
M. Accrued bl on derivative contracts nso 1289

B) Deferred income 148.032 160.811
BY. Defered income from foreignportiolio - 2103 4549
B2, Deferred commission income unsecured loans w286 52475
B3Otherdeferredmcome99643 .................. 103787

Total 148.747 162.100

Based on Article IV.1.13 of CBSM Regulation 2016/02 on the preparation
of financial statements which requires the assets and liabilities of banks to
be adjusted directly with the evidence of accrued income and expenses,
item 50 includes residual amounts not attributable to specific asset and
liability items.
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18. Provisions (liability items 60 - 70 - 80)

Table 18.1 - Movements of item 60: “Severance”

31/12/2020

540.957

DESCRIPTION 31/12/2021
Opening balance 522.895
e |ncreases .............................................................. 51 6480 ............................
= Provisions 516.480

= Other increases -

540.957

Decreases 522.895

- Uses 522.895

« Other decreases -
Closing balance 516.480

521.006

521.006

522.895

Severance, as provided for by current legislation, is paid annually to
employees. The balance therefore corresponds to the portion relating to the

2021 financial year.

Table 18.2 - Breakdown of item 70 “Reserves for risks and charges”

COMPOSITION 31/12/2021 31/12/2020
Pension funds and similar obligations - -
Taxes and fees fund 13.803 13.803
Other funds 997.091 918.674
Chmsandrevocationfund eoross 556.000
. . Contr act ual mc rease f un d ............................................... 168298 .................. 168298
. .Chanty fund ............................................................... 9 455 .................... 1 3155
. .Unusedho“day fund .................................................... 212290 R 181221 .
Total 1.010.894 932.477

For the year under review, no provision was made to the Provision for Taxes
and Fees because, based on the current tax legislation and the estimated
calculations, BAC will not have to recognize income taxes. It should be
recalled that, from the 2019 financial year, the regulations on provisions
exceeding 5% of total Loans to customers was revised by Law No.154 of
3 October 2019, art.11, and the dichotomy between the statutory and
fiscal financial statements, which, under the original Tax Law No. 166 of
16 December 2013, imposed the taxation of loan loss provisions in excess



01 Corporate
position

02 Shareholders’ 03 Report of the 04 Financial statements 05 Explanatory 06 Auditors’ 07 Independent
board of directors representation notes report auditors’ report

meeting

of 5% of loans, was thus removed, in stark contrast to the Regulatory
Supervisory Regulations, which impose specific write-downs on impaired
loans and lump-sum write-downs to cover the risk of loss. The law provided
for the possibility of deducting the excess previously taxed on a straight-line
basis over five years and of taking any losses generated by deductions as a
deduction. While there are no disputes with the San Marino tax authorities,
an assessment was opened in December 2019 by the Italian tax authorities
regarding the application of IRES (corporate income tax) on interest income
received on mortgages and current accounts by individuals resident in Italy
for the year 2013; BAC complied with the assessment for the year 2013
and paid within the deadline of 31/07/2020 the amount claimed by the
Italian Revenue Agency by way of taxes and oblated penalty, recorded in
the Income Statement under Indirect taxes and withholding taxes. Having
archived the year 2013, the ADE has now undertaken the assessment on
the year 2014 and will proceed up to and including 2017 in relation to the
pleadings already filed; BAC has adhered to the assessment with payment
by instalments on the amounts already crystallized by the Revenue Office.
The payment by instalments would be opportune from a strategic point of
view if and insofar as the start of the MAP (Mutual Agreement Procedure)
between Italy and RSM is faced, aimed at collaboratively overcoming tax
disputes and establishing the operating procedures in the cases outlined
above, also in light of the Convention on double taxation signed with Italy.
The instalment payments during the year 2021 were recognised directly
in the Income Statement under indirect taxes. Conversely, the Bank,
following the entry into force of the Double Taxation Convention in 2013,
had a receivable from the Inland Revenue for the request for reimbursement
of withholding taxes on Italian securities; during 2021, a tranche of said
receivable amounting to € 233,884 was reimbursed as a last resort, after
a lengthy dispute and exchange of correspondence, and was booked under
contingent assets.

Table 18.3 - movement of the “Tax reserves and duties”

DESCRIPTION 31/12/2021 31/12/2020

Opening balance 13.803 106.828
Lo |ncreases ..................................................................... _ ......................... _

« Provisions - -

« Other increases - -
Decreases .................................................................... _93026

*Uses - 93.026

« Other decreases - -

Closing balance 13.803 13.803

08 Consolidated
balance sheet
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Table 18.4 - Movements of sub-item c¢) “Other Provisions”

EMPLOYEES CONTRACTUAL INCREASE FUND

Opening balance

31/12/2021

168.298

31/12/2020

168.298

Increases

= Provisions

= Other increases

Decreases
«Uses
« Other decreases

Closing balance

168.298

168.298

Even in the current year no further provisions were made, as the provision
was considered to be large. The renewal of the collective labour agreement,
which expired on 31/12/2010, is still under negotiation.

UNUSED HOLIDAY FUND 31/12/2021 31/12/2020
Opening balance 181.222 164.426
|ncreases31068 .................... 1 6795
= Provisions 31.068 16.795
< Other increases - -
L Decreases .................................................................... _ ......................... _
* Uses - -
« Other decreases - -
Closing balance 212.290 181.222
CHARITY FUND 31/12/2021 31/12/2020
Opening balance 13.155 23.005
Lo |ncreases ..................................................................... _ ......................... _
= Provisions - -
« Other increases - -
L Decreases ................................................................ 3 700 ..................... 9850
«Uses 3.700 9.850
« Other decreases - -
Closing balance 9.455 13.155

() () ‘ () () )
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CLAIMS AND REVOCATION FUND 31/12/2021 31/12/2020
Opening balance 556.000 643.800
Increases 70.225 31.660
= Provisions 70.225 31.660

= Other increases - -

Decreases 19.177 119.460

- Uses 19.177 26.660

« Other decreases - 92.800
Closing balance 607.048 556.000

For the current year, it was deemed necessary to replenish the provision
detailed above for € 55,000, for increases in loss forecasts on pending
lawsuits, in addition to a flat-rate prudential provision of € 15,225. On
the other hand, it was used for €19,177 for additional costs invoiced by
professionals on cases already settled.

Table 18.5 - Movements of item 80 “Provisions for risks on credits”

DESCRIPTION 31/12/2021 31/12/2020
Opening balance - 17.857.990
Lo |ncreases .............................................................. 605000 ......................... _
« Provisions - -
« Other increases 605.000 -
L Decreases ............................................................. 605000 ............... 17857 990
*Uses - -
« Other decreases 605.000 17.857.990

Closing balance = =

The bank in 2019 provided for the replenishment of the Provision for Loan
Losses, to complete the adjustments resulting from the remaining AQR
exercise, in the amount of € 17,857,990 (also accrued from 2019 to the
Profit and Loss Account over 10 years), thus not allocating them to adjust
specific impaired positions. BAC, in 2020, through the constant monitoring
of credit positions, proceeded to analytically allocate value adjustments to
impaired positions using this provision in full.
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19. Provision for General financial risks, Subordinated
liabilities, subscribed capital, share premium, Reserves,
Revaluation reserve, retained earnings (losses) carried
forward and Profit (loss) for the year (liability items: 90 -
100-110-120-130-140- 150 - 160)

Table 19.1 - Breakdown of item 90 “Provision for general financial risks
Data not present.

Table 19.2 - Breakdown of item 100 “Subordinated liabilities”

Subordinated liabilities

DESCRIPTION 31/12/2021 31/12/2020 CHANGE

Amount %

2.400.988 2.400.988 -

of which held by credit institutions - - -

of which hybrid capitalization instruments - - -

BAC issued a subordinated loan with a five—year maturity, effective as of 1
December 2020, which was subscribed for a nominal value of €2,395,000.
The amount shown in the table includes accrued interest.

Table 19.3 - Breakdown of item 110 “Subscribed capital”

TYPE OF SHARES

Ordinary shares

Total

31/12/2021 31/12/2020 VARIAZIONE
No of shares Unit value ezl No of shares Unit value ezl Amount %
value value
803.080 26 20.880.080 803.080 26 20.880.080 -
803.080 26 20.880.080 803.080 26 20.880.080 =

Table 19.4 - Breakdown of item 120 “Share premium reserves”
Data not present.
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Table 19.5 - Breakdown of item 130 “Reserves”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %

a) Ordinary or legal reserve 49.248.958 50.873.984 -1.625.026 -3,19%

of which reserve in tax suspension 1.227.968 1.227.968 - -
b)ReserveforownShares1437814378 ......................... _ ........................ _
. C )statumry reserves ....................................................................... _ ......................... _ ......................... _ ........................ _
. d) Other reser ves ................................................................... 1 26612 ......................... _ .................. 1 26612 ................ 1 00'00% .

Total 49.389.948 50.888.362 -1.498.414 -2,94%

It should be noted that the “ordinary reserve” includes the “tax suspension
reserve” set up as a result of the reverse spin—off in 2012 of Istituto Bancario
Sammarinese, in application of the law arising from the tax deduction for
increases in equity, established by Delegated Decree no.172 of 26 October
2010, subsequently amended by Law no.166 of 16 December 2013, art.74.
The Istituto Bancario Sammarinese, in November 2012, put in place an
extraordinary operation of proportional demerger in favor of BAC, which
did not result in a decrease in equity through the distribution of assets, but
rather a proportional contribution to the beneficiary at book values. As can
be inferred from doctrine, from the provisions of art. 14 of Decree Law no.
172 of 26 October 2010 and from current legislation regarding company
spin-offs (art. 78 Law no. 166 of 16 December 2013), the extraordinary
tax transaction is neutral and the tax—suspension reserve of € 1,227,968
attributable to the beneficiary company BAC was incorporated into BAC’s
ordinary reserve via the merger surplus generated. In effect, “unavailable”
reserves were transferred to the beneficiary (and not distributed.) It should
be noted that the “unavailable” charge is still present in the beneficiary
BAC; in fact, no reserves were distributed from the spin—-off operation until
today and the table above shows this. The change in the ordinary reserve
is attributable to the absorption of the 2019 loss for a total of €1,656,680
and to the allocation of €31,653, equal to 20% of the profit earned in 2020,
as indicated by Regulation 2007/07 art. VII.lIl.1Finally, the item “d) Other
reserves” was replenished for €126,613.44, i.e., the remaining 80% of
the 2020 profit earned, to be used as a non-distributable Reserve Fund,
which can be used to increase capital in the future, as indicated by CBSM
Prot.20/13417 of 22/12/2020 following the transfer of securities from the
free portfolio to the investment portfolio.
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Table 19.6 - Breakdown of item 140 “Revaluation reserve”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %
Revaluation reserve 18.076.812 18.061.042 15.770 0,09%
The revaluation reserves showed an overall positive change at the end
of 2021, due to the revaluation to equity of the investee companies: BAC
Life Spa, SSIS Spa and BAC Investments SG Spa and BAC Trustee Spa, as
explained in more detail in the section on Investments.
Table 19.7 - Breakdown of item 150 “Retained earnings (losses)”
DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %
Retained earnings (losses) carried forward - -1.656.680 1.656.680 -100,00%
The 2020 loss was absorbed through the use of the ordinary reserve.
Table 19.8 - Breakdown of item 160 “Net income (loss) for the period”
DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %
Profit (loss) for the year -2.522.804 158.266 -2.681.070 -1694,03%
Total -2.522.804 158.266 -2.681.070 -1694,03%
31/12/2021 31/12/2020
Profit (loss) for the year / Total ssets ratio -0,28% 0,018%
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Table 19.9 - Changes in net equity over the last 4 years
DESCRIPTION Sibscribed i::s:':;f: Sha.re c;ﬁ:‘:;r Other Result for T;cs,::sl ::1 eaar:-ne(:ri:II Revaluation Total
capital capltal premium reserve reserves the year f(;ar;\rll:'% risks reserve
;a!?i;;m 8 20.880.080 - 58.395.668 14.378  -3.721.039  -3.800.645 - 14.831.669  86.600.111
g?!?i;émg 20.880.080 - 54.595.023 14.378 -1.656.680 -3.721.039 - 14.835.485  84.947.247
g?!?iZiOZO 20.880.080 - 50.873.984 14.378 158.266  -1.656.680 - 18.061.042  88.331.070
?;?!%%021 20.880.080 - 49.248.958 140.990 -2.522.804 - - 18.076.812  85.824.036
Table 19.10 - Breakdown of public savings collection by business sector
DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %

A) Public Administrations 46.506.755 40.835.895 5.670.860 13,89%
B) Financial companies other than credit institutions 55.987.662 67.456.159 -11.468.497 -17,00%
- Monetary financial nsttutions (excluding creditinstitutions) - - - -
- Ivestment funds other than money marketfunds rowss 2799343 ge0ts -60,73%
-Otherfinancialinsttutions ni0200 070500 98480 “2,75%
insuancecompanies e nosiiss 7s3st0 -820%
. .Penswn funds ............................................................................. _ ........................ _ ......................... _ ........................ _
C) Non-financial companies 133.465.726 118.645.823 14.819.903 12,49%
- of which subjects deleted from the register of authorized subjects - - - -
. . . Industry ........................................................................ 60 863714 .............. 55 875625 ................ 4 988089 ................... 8 ’93%
.Constructlon ..................................................................... 2281853 ............... 2050195 .................. 231658 11,30%
.Semces ........................................................................ 69776219 .............. 59909601 ................ 9866618 16,47%
Othernon-financial companies si0d0 si0.402 Secde2 “3,88%
D) Families and non-profit institutions serving families 471.719.195 457.015.822 14.703.373 3,22%
Consumerandproducer famifies . ©1.013860 wagsas0 238800 276%
Nom-profitinstiwtions serving famifies 07053 sa0g2 233483 27,89%
. E) Others ......................................................................... 2683194 ........................ _ ......................... _ ........................ _
Total 710.362.532 683.953.699 26.408.833 3,86%

As shown in the table above, the concentration of deposits mainly relates to
the retail segment, highlighting the increase in funds deposited (+3.86%)

is noteworthy.
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Information on the statement of assets and liabilities -

Guarantees and commitments

20. Guarantees and commitments

Table 20.1 - Breakdown of “guarantees given”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %

A) Unsecured loans of a commercial nature 7.576.859 9.533.145 -1.956.286 -20,52%

B) Unsecured loans of a financial nature 615.500 799.521 -184.021 -23,02%

C) Assets pledged as collateral 1.333.281 1.333.281 - -
e party e S S S -
B R [ [ -

Total 9.525.640 11.665.947 -2.140.307 -18,35%

The guarantees givenwere classified according to theireconomic purpose, in:

e trading endorsement loans: personal guarantees securing specific
commercial transactions (such as documentary credits) or the proper
implementation of contracts;

- financial endorsement loans: i.e., personal guarantees securing the
proper fulfillment of the service of the debt by the payer;

- assets (such as securities or cash) pledged to guarantee
third—party obligations.

Table 20.2 - Breakdown of unsecured loans

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %

A) Unsecured loans of a commercial nature 7.576.859 9.533.145 -1.956.286 -20,52%
™ .A.C.é.e.p.t.a.n.c.é; ..................................................................... o s B D
A2 Guaranteesandendorsements Tsorett oariars 3567 2001%
= .S.t.r.o.r;g.] .;;e;t.r.o.r;e.n:;.e. ...................................................................... IR e s o
B S S S -

B) Unsecured loans of a financial nature 615.500 799.521 -184.021 -23,02%

B1. Acceptances - - - -
B2 Guaranteesandendorsements 615500 o521 ceao2t 23,00%
= .S.t.r.o.r;é .r;a;t.l;(;r;;é; ...................................................................... S B e oo
e [ [ [ -

Total 8.192.359 10.332.666 -2.140.307 -20,71%

162 @
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Table 20.3 - Situation of unsecured loans to credit institutions
Data not present.

Table 20.4 - Situation of unsecured loans to customers

CATEGORIES / VALUES 31/12/2021 31/12/2020
Gross exposure thal value Net exposure Gross exposure thal value Net exposure
adjustments adjustments
A) Doubtful loans 113.800 - 113.800 113.800 - 113.800
of which non-performing loans - - - - - -
of which substandard loans 113.800 - 113.800 113.300 - 113.300
of which restructured loans - - - 500 - 500
of which past due / overdue loans - - - - - -
of which unsecured loans to _ _ _ _ _ _
"at risk” countries
B) Performing loans 8.078.559 - 8.078.559 10.218.866 - 10.218.866
Total 8.192.359 = 8.192.359 10.332.666 = 10.332.666

Table 20.5 - Assets used as collaterals to own debts
Data not present.

Table 20.6 — Margins available on lines of credit
Data not present.
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DESCRIPTION 31/12/2021 31/12/2020 CHANGES
Amount %
A) Commitments to disburse funds for certain use 14.503.935 - 14.503.935 100,00%
of which financing commitments to be disbursed - - - -
B) Commitments to exchange financial instruments for certain use - - - -
C) Commitments to disburse funds for uncertain use 2.170.497 3.592.068 -1.421.571 -39,58%
of which passive margins usable on credit lines 2.170.497 3.592.068 -1.421.571 -39,58%
of which put options issued - - - -
D) Commitments to exchange financial instruments of uncertain use - - - -
E) Other commitments 1.309.862 - 1.309.862 100,00%
Total 17.984.294 3.592.068 14.392.226 400,67%

Commitments of certain use are represented by commitments to disburse
funds, whose use by the requesting party is not optional. These are binding
commitments for both the granting bank and the requesting party. This
category includes the acquisition of securities not yet settled and deposits
and loans to be paid at a future given date.

Commitments of uncertain use are represented by commitments to disburse
funds, whose use by the requesting party is optional. Therefore, it is not
certain whether and to what extent the funds will be effectively disbursed.
This category includes the commitments within the placement of securities.
The methods of accounting off-balance sheet transactions required
pursuant to the CBSM Regulation 2016-02 on the preparation of banks’
financial statements, state that forward financial instruments and currency
sale/repurchase contracts not yet settled, derivative contracts on securities
and relating to currencies, derivative contracts without underlying
securities related to interest rates, indices or other assets, spot or forward
deposits or loans to be disbursed or to receive at a future given date, are
reclassified under spot commitments. Contracts involving the exchange
of two foreign currencies (or the exchange rate differential between two
foreign currencies) should be recorded only once with reference to the
currency to be purchased. In addition, derivative contracts on interest rates
are conventionally classified as purchases or sales, depending on whether
they entail for the bank the purchase or the sale of the fixed exchange
rate. Lastly, derivative contracts involving forward exchange of capital are
measured according to the contract settlement price, whereas contracts
not involving this exchange are measured according to the par value of the
reference capital.
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Table 20.8 - Term commitments
CATEGORY OF TRANSACTIONS Hedging Trading t °thef
ransactions
1) Trading - _ _

. 1 .-.1. F ,nanC,a .I .i.n.s.t.r um en .t.s ................................... S S E

. . Pumh ases ................................................ S e 1 055393

. ,Sa|es ..................................................... S e 1055393

. 1 2 F orelgn currenmes ..................................... S IR E

. .Forelgncurrenaesagamst ................................ _ ....................... _ ....................... _

foreign currencies

. .Pumhasesagamst Euro ................................... S S -

. ,Sa|esagamstEuro ........................................ S S -

2) Deposits and financing - - -

. .TObepald ................................................ S S -
. . TObereceWed ............................................ S S R
3) Derivative contracts 254.469 - -

. 31 Wlth eXChange of cap|ta| ................................ S S -
a) Securities - - -
« Purchases - - -
«Sales - - -
b) Foreign Currencies - - -
= Foreign currencies against _ _ _

foreign currencies
= Purchases against euro - - -
= Sales against euro - - -

S C)Othervalues .......................................... [RREEEIE [RSEEEEEEE R
« Purchases - - -
= Sales - - -

. 32 W,thout Caplta| eXChange ........................ 254469 ....................... [RREEEEE R
a) Foreign Currencies - - -
= Foreign currencies against _ _ _
foreign currencies
« Purchases against euro - - -
= Sales against euro - - -
b) Other values 254.469 - -
= Purchases 254.469 - -
= Sales - - -

This table lists all the off-balance sheet transactions in force at year-end.
In particular: a) Forward financial instruments and currency sale/purchase
contracts not yet settled; b) Derivative contracts with underlying securities;
c) Derivative contracts on foreign currencies; d) Derivative contracts
without underlying securities related to interest rates, indices or other
assets; e) Spot or term deposits or loans to be disbursed or to receive at a

future given date.
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Contracts involving the exchange of two currencies (or the exchange
differential between two currencies) should be reported only once, referring
by convention to the currency to be purchased. Contracts that involve both
the exchange of interest rates and the exchange of currencies should only
be reported under currency contracts.

Derivative contracts on interest rates are conventionally classified as
purchases or sales according to whether they involve the bank in the
purchase or sale of the fixed rate.

In particular, we would point out that derivative contracts include two IRS
transactions entered into with HVB (UniCredit Bank AG, better known as
HypoVereinsbank or HVB) on fixed rate loans to hedge against interest rate
risk, which are due to expire in 2023 for € 254,469.

The item purchases and sales of financial instruments includes the possible
commitment to repurchase BKN301 Spa shares from managers under the
agreement signed on 6 December 2021 for €517,500 and the commitment
to subscribe to the last tranches of the Green Arrow Fund for €537,893 to be
repaid from 1 September 2027.

Table 20.9 - Financial derivatives

Other

CATEGORY OF TRANSACTIONS Hedging Trading TS

A) Derivative contracts -10.127 - -
. A1 Wlth eXChange Ofcaplta| ................................ _ ....................... _ ....................... _

a) securities - - -

« Purchases - - -

- Sales - - -

b) Foreign currencies - - -

< Foreign currencies against
foreign currencies

« Purchases against euro - - -
= Sales against euro - - _
c) other values - - -
= Purchases - - _
. Az WI thOUt eXChangeof Caplta| ..................... _1 0127 ....................... _ ....................... _
a) Foreign currencies - - _

« Foreign currencies against
foreign currencies

« Purchases against euro - - -

= Sales against euro - - -

b) Other values -10.127 - -
« Purchases -10.127 - -
- Sales - - -
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The same items and sub-items relating to derivative contracts of the
previous table are listed in this table and valued at market. As it is a
deri-vate not quoted, the fair value was calculated by the counterpart on
the basis of the method mentioned in article I1l.11.5, paragraph 7 of CBSM
Regulation no. 2016/02.

Table 20.10 - Derivative contracts on loans
Data not present.
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Information on the statement of assets and liabilities -

Memorandum accounts

21. Memorandum accounts

Table 21.1 - Memorandum accounts

board shares and other financial instruments

of which equity securities issued by the
reporting entity

d) Other assets other than financial
instruments and liquidity

ITEMS 31/12/2021 31/12/2020
1) Asset management 9.226.482 10.480.116
a) Customer asset management 9.226.482 10.480.116
of which liquidity 3.972.553 5.014.170
of whigh Iiguidity_deposited with the 3.972.553 5.014.170
reporting institution
of which debt securities 841.946 620.408
of which debt securities issued by the _ B
reporting entity
of which debt securities issued by other B _
San Marino credit institutions
of which_ equity securities and Official Italian 4.411.983 4.845.538
accounting board shares
of which equity securities issued by the B _
reporting entity
b) Own portfolios managed by third parties - -
2) Custody and administration of financial instruments 669.238.651 648.162.976
a) Third party financial instruments on deposit 558.087.625 536.956.496
of whi;h debt_ securities issued by the 2.395.000 2.395.000
reporting entity
of which debt securities issued by other _
San Marino credit institutions 32.736.033
pf which equity secu_rities a_nd other securities 88.218.139 73.568.932
issued by the reporting entity
of which securities third—-party financial
instruments deposited with third parties 332.391.040 341.268.785
b) Proprietary financial instruments
deposited with third parties 111.151.026 111.206.480
3) Financial instruments, liquidity and other
values related to the activity of depository bank 135.544.162 116.112.309
a) Liquidity 7.626.467 7.165.957
of whi(_:h Ii_quiQity_deposited with the 7.626.467 7.165.957
reporting institution
b) Debt securities - -
of which debt securities issued by the _ _
reporting entity
of which debt securities issued by other _ _
San Marino credit institutions
c¢) Equity securities, official italian accounting 127.917.695 108.946.352
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In the table relating to the memorandum accounts, the financial instru-ments
are related to the pertinent items, alternative to each other, on the basis
of contracts signed with customers, respectively for asset man-agement,
custody and administration, trustagreementand custodian bank agreement.
The aforementioned financial instruments are booked in the memorandum
accountsatmarketvalue. We specify that, following the authorizationgranted
by the Supervisory Authority to operate, the Subsidiary BAC Investments
SG Spa, established in early 2018, proceeded with the distribution and sale
of its own issuing funds, through the commercial network of the Parent
Company BAC, of which BAC is the custodian for €111,151,026 highlighted
in the section “Financial instruments, cash and other assets related to the
custodian bank activity. It should also be noted that the data indicated in
the above-mentioned section of Custodian Bank, represent an “of which”,
included in the Securities Custody and Administration aggregate.

Table 21.2 - Intermediation for outsourcers: execution of memorandums

Data not present.

Table 21.3 - Breakdown of indirect deposits by business sector

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %

Public Administrations 5.349.800 5.208.250 141.550 2,72%

Financial companies 371.770.788 349.263.659 22.507.129 6,44%
. -Monetaryﬁnanmal mstltunons ............................................................. _ ......................... _ ......................... _ ........................ _
. . . Investment funds Otherthanmoneymarket funds ........................................... _ ......................... _ ......................... _ ........................ _
Otherfinancialinsttutions 176500657 161160061 15340506 0,52%
. . . Insurancecompan Ies ........................................................... 195 261131 .............. 188 1 03598 ................ 7 1 57533 ................... 3 81%
. .Pensmn funds ............................................................................ _ ......................... _ ......................... _ ........................ _

Non-financial companies 92.724.234 92.894.770 -170.536 -0,18%
« of which subjects deleted from the register of authorized subjects - - - -
. . . Industry ........................................................................ 15 322391 ............... 18234042 ............... _2 91 1651 ................ _1 5’97%
. .Constructlon ..................................................................... 1925530 ................ 1995475 .................. _59946 B _3’51%
. . Ser wces ........................................................................ 18 308241 ............... 17685357 .................. 622884 ................... 3 ’52%
Othernon-francial compamies sraes072 se979805 288177 3,08%

Families and non-profit institutions serving families 218.716.274 201.607.115 17.109.159 8,49%
Consumerand manufacturerfemies 26336307 19770693 teseiete 8,29%
Noproftinstitutions serving famibes 2379067 T serses  29,88%

Others 303.153 - - -

Total 688.864.249 648.973.794 39.890.455 6,15%
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Table 21.4 - Trust activity

DESCRIPTION 31/12/2021 31/12/2020
1. Movable assets 17.414.639 22.952.122

A Financialinstruments 1ates0 18.305.599

. 1 . 2 CaSh .............................................................. 2649145 ................ 4646523
2. Shareholdings 15.341.193 24.952.997

2. Unitsor shares injoint-stock companies 12303506 18.200.285

2.2.Shareholder fnancing 200365 6.604.625

. 23Cash ................................................................. 44037 R 58087
3. Financing to third parties 2.478.707 2.617.330

. 31 Fmanc I ng .......................................................... 247 8707 ................ 2528707

3zca3h ....................................................................... _88623
4. Other movable or intangible assets - -

. 41 Movableor mtanglble assets ................................................ _ ......................... _
4.2. Cash - -
5. Total fiduciary assets 35.234.539 50.522.449
5.1. of which total cash 2.693.182 4.793.233

As specified in paragraph “6. shareholdings (items: 70-80 of assets)”,
BAC Trustee Spa (formerly Bac Fiduciaria Spa), following a change in the
corporate purpose and its withdrawal from the related reserved activity,
transferred en bloc, with effect from 01/01/2020, all the activities relating

to the management of trust mandates to the parent company BAC.

Table 21.5 - Assets held in the exercise of trustee function

Data not present.
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Part C - Information on the profit and loss account

22. Interest (Profit and loss account item 10 - 20)

Table 22.1 -Breakdown of item 10
“Interest income and similar revenues”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %

A) On treasury bonds and other financial instruments _ B B B

eligible for refinancing with central banks
M. Treasury securities and other similer francial instruments - - - -
A2.Other fnancial instuments eligible fr - - - -

refinancing with central banks

B) On loans from credit institutions -132.267 -4.747 -127.520 2686,33%
Bi.Actvecurrentaccounts ;o7 -ese Si25.669 1904,65%
. B 2 DepOSItS ............................................................................... _ ..................... 1 851 ................... _1851 ............... _1 0000%
. 33 Otherﬁnancmg ......................................................................... _ ......................... _ ......................... _ ........................ _
. ofwhlchomeasmg transactlons .......................................................... _ ......................... _ ......................... _ ........................ _

C) Loans to customers 10.670.992 12.067.495 -1.396.503 -11,57%
Cf.Actvecuentacconts 2346082 sas8% 79753 ~20,46%
. cz Deposns ............................................................................... _ ......................... _ ......................... _ ........................ _
C3.0therfnancing sae90 sratee0 6750 -471%
© ofwhichonleasingtransactions 2430127 200443 15689 o 8,27%

D) On debt securities issued by credit institutions - - - -
. D1 Cemﬁcates ofdePOSIt .................................................................. _ ......................... _ ......................... _ ........................ _
. Dz Bonds ................................................................................. _ ......................... _ ......................... _ ........................ _
. D3 Otherﬁnanua, mstruments ............................................................. _ ......................... _ ......................... _ ........................ _

E) On debt securities from customers (issued by other issuers) 1.008.828 916.497 92.331 10,07%
E1Bonds ......................................................................... 1008828 .................. 916497 ................... 92331 1007%
. E2 Other ﬁnanc'al mstru ments .............................................................. _ ......................... _ ......................... _ ........................ _

Total 11.547.553 12.979.245 -1.431.692 -11,03%

These items show, on an accrual basis, the interests, revenues and simi-lar
charges relating to receivables and financial instruments, inclusive of the
balance between default interests accrued during the fiscal year and the
value adjustment corresponding to the portion considered unrecoverable.

The table shows a contraction in interest income attributable to the customer
segment, due to the reduction in lending volumes and to the average Euribor
market rates still in negative territory.
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Table 22.2 - Breakdown of item 20
“Interest expense and similar charges”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %

A) On amounts due to credit institutions 5.027 3.072 1.955 63,64%
A1Passwecurrentaccounts50193072 ..................... 1 947 63’38%
. Az DePOSIts ............................................................................... 8 ......................... _ ......................... 8 ................ 10 0’00%
. A3 Otherdebts ............................................................................ _ ......................... _ ......................... _ ........................ _

B) On amounts due to customers 664.275 694.684 -30.409 -4,38%
‘Bt.Passvecurentaccounts wa0s ao9s a0 0,85%
BZDePOSIts ......................................................................... 50 3163496 ................... 46 820 ............... 1339'24%
. BB Other debts ..................................................................... 129954 .................. 21 1260 .................. _81306 ................ _3&49%

C) On debts represented by financial instruments
towards credit institutions

of which on certificates of deposit - - - -

D) On debts represented by financial instruments

towards customers 2.051.502 2.306.833 -255.331 -11,07%
of which on certificates of deposit 2.051.502 2.306.833 -255.331 -11,07%
E) On subordinated liabilities 71.850 16.852 54.998 326,36%
of which on hybrid instruments of capitalization - - - -
Total 2.792.654 3.021.441 -228.787 -7,57%

The decrease in interest income was accompanied by a contraction in
interest expense, due to a more efficient management of deposit rates; the
reduction in the cost of funding is an important result achieved by the bank,
in the presence of an increase in direct deposits volumes.

23. Commission income (profit and loss account item 30)

Table 23.1 - Breakdown of item 30 “Dividends and other revenues”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %
A) On shares, stocks and other capital instruments 920.000 - 920.000 100,00%
B) On shareholdings - 150.000 -150.000 -100,00%
C) On shareholdings in group companies 574.642 1.007.687 -433.045 -42,97%
Total 1.494.642 1.157.687 336.955 29,11%

172 @
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ltem “30” includes dividends received in cash, in accordance with
international and Italian accounting standards (OIC 21). Therefore, in
2021, under item A) we find the income credited on listed equity securities
purchased during 2021, while under item C) we find the 2020 dividends
recognized by the subsidiaries: from BAC Life Spa, amounting to €390,465;
from BAC Trustee Spa, amounting to €141,902 and from BAC Investments
SG Spa, amounting to €42,275.

24. Commissions (profit and loss account item 40 - 50)

Table 24.1 - Breakdown of item 40 “Commission income”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %
A) Guarantees given 87.334 98.399 -11.065 -11,25%
B) Credit derivatives - - - -
C) Investment services 599.717 520.519 79.198 15,22%

C1. Reception and transmission of orders

(letter D1 Annex 1 LISF) 587.440 502.775 84.665 16,84%
. Cz Execu“mof Orders(lettermannex 1 LlSF) ............................................................................................................................
%‘Igt.t:_)EZOIaisaniqaazr:)ent of financial instruments 12.977 17.744 5467 30,81%
. C4 P|acement ofﬁnanual mstruments ...................................................... _ ........................ _ ........................ _ ......................... _

(letters D5 and D6 annex 1 LISF)
D) Financial instruments consulting activities - - - -
fh)ir'?j';t:rfi‘gs'%'lﬁ;ff;;’:ffﬁeagl‘;g?niﬁts of 1.242.611 1.098.813 143.798 13,09%
. E1 ASSEt management ..................................................................... _ ........................ _ ........................ _ ......................... _
E2 lnsurance pmducts .............................................................. 369250 ................. 362000 7250 .................... 2 ,00%
E3.Otherservicesand products 33st mes1s 16548 1853%
F) Collection and payment services 1.780.860 1.565.540 215.320 13,75%
G) Depositary bank services 251.120 125.057 126.063 100,80%
H) Custody and administration of financial instruments 345.562 336.044 9.518 2,83%
1) Trust services 150.107 153.279 -3.172 -2,07%
L) Exercise of tax collectors and receivers - - - -
M) Currency trading 215.879 238.778 -22.899 -9,59%
N) Commissions for collective management services _ _ _ _
(letter E and F annex 1 LISF)
0) E-money - - - -
P) Issue / management of credit cards / debit cards - - - -
Q) Other services 1.718.790 1.781.009 -62.219 -3,49%
Total 6.391.980 5.917.438 474.542 8,02%
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Total commission income showed a significant increase compared to the
previous year (+8.02%), confirming customers’ appreciation of the services

offered by the bank.

Table 24.2 - Breakdown of item 50 “Commission expense”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %

A) Guarantees given - - - -
B) Credit derivatives - - - -
C) Investment services 376.149 366.165 9.984 2,73%
ﬁ;;t';fgﬁp;f:ei’;df@:)smissm“ of orders 259.587 261.135 -1.548 -0,59%
C2. Execution of orders (letter D2) 78.502 63.367 15.135 23,88%
ﬁzétlé?rl)tzo:;gnrgiqagggant of financial instruments _ 349 _349 -100,00%

« Own portfolio - - - -

 Third party portfolio - 349 -349 -100,00%
(eitera 5 and DG amnex 1 LS 38.060 41314 3254 7,88%
D) Off-site offer of financial instruments, products and services - - - -
E) Collection and payment services 949.515 743.794 205.721 27,66%
F) Commissions to distributors - - - -
G) E-money - - - -
H) Issue / management of credit cards / debit cards - - - -
1) Other services 49.890 70.553 -20.663 -29,29%
Total 1.375.554 1.180.512 195.042 16,52%

At the same time as the increase in commission income, there was also an
increase in commission expense; a breakdown of this shows an increase in
collection and payment commissions.

Table 24.3 - General expenses: Information on commission income

and expenses
Data not present.
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25. Profits (losses) on financial transactions (profit and
loss account item 60)
Table 25.1 - Breakdown of item 60
“Profits (losses) on financial transactions”
ITEMS / TRANSACTIONS 31/12/2021
'I.';ra‘r;ls;laac:::?gls TracrLi?::igir;ion m(-artraalr.l.s::;l:rr‘:c(i)gus Other transactions
instruments metals
A1. Revaluations - - - -
A2. Write-downs 402.867 - - -
B. Other Profits / Losses -1.179.048 280.453 - -
Total -1.581.915 280.453 = =
Overall total -1.301.462
Government bonds -1.836.735
Other financial debt instruments -224.601
Equity financial instruments 479.421
Derivative contracts on financial instruments -
Total -1.581.915

Item 60 includes the net result of trading in financial assets and currencies
on behalf of customers, as well as the management of the Bank’s trading
portfolio. Compared to the previous year, the securities management result
showed a negative contribution, attributable to the strong volatility in the
market, due to the continuation of the COVID19 pandemic and the changes
in monetary policies undertaken by the main central banks in Europe and the
United States, with a consequent strong penalisation of fixed-rate financial
instruments with a high duration; the (interest rate and inflationary) scenario
that emerged in 2021 led the bank to reduce its securities portfolio so as not
to incur greater future losses. Compared to the total amount of securities
under management, the incidence of losses was equal to 1.87% of the
portfolio in stock as of 31/12/2021. Lastly, if the capital gains realised in
2020 following the transfer of these securities to the free portfolio were also
taken into account, the operation as a whole showed a positive performance
of €1,660,529.
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26. Other operating income (profit and loss account item
70) and Other operating charges (profit and loss account
item 80)

Table 26.1 - Breakdown of item 70 - 80 “Other operating income”,
“Other operating charges”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %

Other operating income - - - -
. .Rental mcomeon real estate ...................................................... 11 95951 .................. 911898 .................. 284053 ................. 31'15% .
.Recoveryofmsuranceexpenses19656 ................... 22408 ................... _2752 ................ _12,28%
. .Commlssmns mcomeonrepons .................................................... 203942 ................... 80 694 .................. 123248 ................ 152’74% .
. .Mlsce”aneous expenserecovenes ................................................... 46 404 ................... 42 457 R 3 947 .................. 9]30% .
. .Sharecapltal Ieasmg fees ....................................................... 101 00386 ................ 9460537 .................. 639849 .................. 6l76% .

Total 11.566.339 10.517.994 1.048.345 9,97%

Other operating expenses - - - -

Total - - - -

Inaccordancewiththe provisionsofthe CBSM Regulationsonthe preparation
of financial statements, finance lease instalments accrued during the year
are recorded, for the interest portion, under the item “interest income and
similar income on loans” and, for the capital portion, under the item “other
operating income”. At the same time, the bank reduces the value of the
leased asset by the amount of the principal portion, through the recognition
of depreciation; therefore, the item “other operating income” includes the
principal portion accrued on leasing contracts, in addition to redemptions
and down-payments.
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27. Administrative expenses
(profit and loss account item 90)

Table 27.1 - Number of employees by category and personnel costs

DESCRIPTION 31/12/2021 31/12/2020
Average Personnel Number Average Fegnl Number
expenses expenses

A) Managers 22,17 2.009.185 23 23,08 2.112.071 22

B) Administrative staff 14,92 1.152.345 14 16,00 1.209.542 16

C) Remaining personnel 76,67 4.614.385 76 78,75 4.761.704 77
. C1 Employees ......................................... 7667 ............ 4 614385 ................... 76 ................ 7875 ............ 4 761 704 ................... 77
. cz Otherpersonnel ........................................ _ .................... _ .................... _ .................... _ .................... _ .................... _

Total 113,76 7.775.915 113 117,83 8.083.317 115

It should be noted that the personnel costs, detailed in the table above, also
include employees contractually classified as Executives, in accordance to
CBSM Regulation 2016-02; on the other hand, the remuneration paid to
corporate executives, such as directors and statutory auditors, explained in
Table 27.3, as also reclassified in the Profit and Loss Account and required
by Article IV.IV.6 of CBSM Regulation 2016-02, is not included.

We highlight the constant pursuit of cost rationalisation: compared to the
previous year, total personnel costs, not including emoluments, decreased
by €307,402, against an algebraic reduction in the number of employees of
2 units.
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Table 27.2 - Breakdown of sub—-item b) “Other administrative expenses”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %
Other administrative expenses 4.412.894 4.879.415 -466.521 -9,56%
of which fees to independent auditors 58.916 58.270 646 1,11%
of which fees for services other than
auditing the financial statements
of which other 4.353.978 4.821.145 -467.167 -9,69%
« Expenses for professional services 555.352 731.233 -175.881 -24,05%
;f:f:;i‘zzsf%:;eg‘;‘éacshgzz o e 1.164.714 1.207.625 -132.911 -10,24%
= Rents and fees 1.550.241 1.746.068 -195.827 -11,22%
 Insurance premiums 170.344 178.865 -8.521 -4,76%
= Supervisory charges 531.580 543.307 -11.727 -2,16%
« Charity and sponsorship expenses 16.047 18.450 -2.403 -13,02%
= Indirect taxes and duties 191.999 207.184 -15.185 -7,33%
« Depositors guarantee fund contribution 173.701 98.413 75.288 76,50%
The trend of containing other administrative expenses continued, with
a further reduction compared to the previous year (-9.56%), thanks to
careful cost management and control.
Table 27.3 - Remuneration
DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %
A) Directors 117.628 85.556 32.072 37,49%
B) Auditors 76.112 73.195 2.917 3,99%
C) Management 248.292 174.937 73.355 41,93%
Total 442.032 333.688 108.344 32,47%

This table details the remuneration paid to Directors and Statutory Auditors
for the positions held in the Bank, including attendance fees, as well as
the remuneration paid to Management, i.e., General Manager, Deputy
General Manager, who was hired in the second half of 2021, and other Key
Managerial Personnel, the latter not being present.
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Breakdown of sub-item “Other personnel expenses”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %
Other personnel expenses 38.862 20.529 18.333 89,30%
of which training costs - - - -
of which other 38.862 20.529 18.333 89,30%
< Reimbursement of expenses and travel 9.743 7.397 2.346 31,72%
« Miscellaneous expenses 17.629 13.132 4.497 34,24%

. Reimburs_ement of expenses and 11.490 _ 11.490 100%
travel for directors and auditors

As from 2021, in accordance with the instructions of the Supervisory
Authority, expenses relating to directors and statutory auditors, other
than the remuneration approved by the Shareholders’ Meeting, incurred
directly or indirectly, such as, for example, reimbursement of directors’
and statutory auditors’ expenses, must be accounted for under the sub-
item “other personnel expenses”. Therefore, the items shown in the table
include these charges and justify the increase in the year under review.
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28. Adjustments, recoveries and provisions (profit and loss
accountitem100-110-120-130-140-150-160-170)

Table 28.1 - Breakdown of items 100 - 110 “Value adjustments on
intangible and tangible assets”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %
A) Intangible fixed assets 197.484 236.426 -38.942 -16,47%
of which on leased assets 49.366 41.657 7.709 19%
of which on other intangible fixed assets 148.118 194.769 -46.651 -23,95%
 Software 59.185 75.980 -16.795 -22,10%
 Studies, research and training 28.289 36.792 -8.503 -23,11%
= Various multi-year costs 15.344 40.184 -24.840 -61,82%
= Accommodation expenses for rent 3.487 - 3.487 100,00%
= Concession rights and works of the underpass 41.813 41.813 - 0,00%
Total 197.484 236.426 -38.942 -16,47%
B) Tangible fixed assets 11.302.337 12.063.062 -760.725 -6,31%
of which on leased assets 10.007.893 9.389.384 618.509 6,59%
of which on other tangible fixed assets 1.294.444 2.673.678 -1.379.234 -51,59%
= Mobile, safes and systems 56.973 90.756 -33.783 -37,22%
« Electronic machines 65.609 75.631 -10.022 -13,25%
= Motor vehicles - - - -
= Real estate and land 944.344 2.499.656 -1.555.312 -62,22%
= Equipment and machinery 9.518 7.635 1.883 24,66%
« Other activities 218.000 - 218.000 100,00%
Total 11.302.337 12.063.062 -760.725 -6,31%

The contributions to the various amortization funds of the assets functional
to the fiscal year constitute the sum of the shares accrued in 2021,
calculated in relation to their residual possibility of use and coinciding with
the percentages established by the tax provisions of Law 166/2013. The
applied rates are listed below:
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Real estate 3%
Furniture, safes and installations 15%
Electronic Machines 20%
Vehicles 20%
Software 20%
Rental accommodation expenses 20%
Studies, research, training and miscellaneous 20%
Concessionary rights and underpass works 3%

Depreciation and amortization rates also include the principal amounts,
accrued during the year, relating to lease payments for assets under finance
leases, recorded at the same time as income in “other operating income”,
as required by CBSM Regulation 2016-02, art.IV.V.5.

In 2021, in addition to the adjustments for depreciation, write-downs of
€218,000 were made on non-instrumental owned fixed assets available for
collection, in order to align their book value with the updated appraisals.

Table 28.2 - Breakdown of item 120 “Reserves for risks and charges”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE

Amount %

Provisions (relating to the sub-item “Other provisions” of liabilities) - - - -

Provisions for charges, disputes and litigation 70.225 31.660 38.565 121,81%

Total 70.225 31.660 38.565 121,81%

Provisions for risks and charges” amounting to €70,225 were set aside on
the basis of a precise update on the loss forecasts of outstanding disputes.

Table 28.3 - Item 130 “Provisions for risks on credits”
Data not present.
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Table 28.4 - Breakdown of item 140 “Value adjustments on loans and
provisions for guarantees and commitments”
DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %
A) Value adjustments on loans 9.567.017 7.959.000 1.608.017 20,20%
of which: - - - -
« Lump-sum adjustments for country risk - - - -
« Other lump sum adjustments 239.896 608.112 -368.216 -60,55%
. B) Prows Ions for guaranteesandcommltments .............................................. _ ......................... _ ......................... _ ........................ _
of which: - - - -
« Lump-sum provisions for country risk - - - -
= Other lump-sum provisions - - - -
Total 9.567.017 7.959.000 1.608.017 20,20%

According to the provisions of CBSM Regulation 2016-02, and as already
explained in the relevant sections of the Explanatory Notes to the accounts,
the Bank is required to make analytical write-downs based on the
solvency of individual debtors and flat-rate write-downs in relation to the
performance of the economic sector to which the debtor belongs and the
country of reference. The write-downs made in 2021 raised the allowance
for loan losses to a value considered appropriate with the analytical write—
downs related to the loss forecasts of individual debtors and with the flat-
rate write-downs established, as mentioned above, based on the sector of
economic activity and country risk; these write—downs generate a coverage
of cash loans of 17.01%, compared to 18.07% in 2020.

Net adjustments to loans and provisions for guarantees and commitments
amounted to € 4,539,599, composed as follows: €9,567,017 for provisions
and adjustments to loans (Table 28.4), €5,027,418 for write-backs from
collections and valuations (Table 28.6). It should be noted that in 2021, the
accrual to the Profit and Loss Account of the AQR adjustments continued,
as provided for by Finance Law no.173 of 24 December 2018 art.40,
paragraph 2, and instance authorized by CBSM, for €4,581,762, following
the conclusion, in 2019, with the Supervisory Authority of the definition of
the Adjustments resulting from the Asset Quality Review (AQR) exercise.
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Table 28.5 - Various types of movements in item 140 “Value adjustments
to receivables and provisions for guarantees and commitments”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Analytics Flat-rate Analytics Flat-rate Amount %
A) Total write-downs of cash loans 9.327.121 239.896 7.350.888 608.112 1.608.017 20,20%

A1. Write-down of loans -

non-performing loans 7.738.091 - 5.975.729 - 1.762.362 29,49%
A2. Write-down of loans - 463.345 - 428.547 - 34.798 8,12%
substandard loans

A3 Write-down of oans - otherloans 1125685 230896 o662 e0sAt2 18143 - 2,17%
B) Total cash loan losses - - - - - -

. B1 Non_performmg|oans .................................. RS RS R R RS E

. Bz SUbstandard |Oans ..................................... e e e e e R

B3Other|0ans ............................................ e e e e e R
{X‘f‘B")a'“e LU RN LS 9.327.121 239.896 7.350.888 608.112 1.608.017 20,20%
C) Total provisions for _ _ _ B _ _
guarantees and commitments

C1Guarantees ............................................ e e e e e E

. C2 Commltments .......................................... e e e e e E
Grand total (A+B) +C 9.327.121 239.896 7.350.888 608.112 1.608.017 20,20%
Totale 9.567.017 7.959.000

Table 28.6 - Breakdown of item 150 “Writebacks on loans and on
provisions for guarantees and commitments”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %
Value recovery 5.027.418 2.064.973 2.962.445 143,46%
of which on non-performing loans 3.727.105 1.525.508 2.201.597 144,32%
of which on substandard loans 577.775 228.247 349.528 153,14%
of which on other loans 722.538 311.218 411.320 132,16%
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Table 28.7 - Breakdown of item 160 “Financial fixed asset adjustments”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %
Value adjustments 611.422 - 611.422 100,00%
of which on equity investments 8.519 - 8.519 100,00%
of which on equity investments in subsidiaries 8.519 - 8.519 100,00%

of which on equity investments in associated companies - - - -
of which on equity investments valued at net equity - - - -
of which on other capital financial instruments 602.903 - 602.903 100,00%
of which on other debt financial instruments - - - -

of which on other derivative financial instruments - - - -

The value adjustments that affected the Tower Credit Opportunities (TCO)
Fund are a direct consequence of its liquidation and extinction, as well as the
assignment of the underlying Green Arrow Private Debt Fund to the bank;
the amount of €8,519 is added to this significant value adjustment to cover
the 2020 loss of the investee BAC Real Estate Srl. TCO, acquired by the
bankin 2017, had a high-cost structure. The liquidation and extinguishment
transaction, concluded in 2021, will allow in the coming years to optimize
the expected returns on the investment.

Table 28.8 - Breakdown of item 170 “Financial fixed asset writebacks”
Data not present.
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29. Extraordinary income (profit and loss account item
190) and extraordinary charges (profit and loss account

item 200)

Table 29.1 - Breakdown of item 190 “Extraordinary income” and item
200 “Extraordinary charges”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Amount %
Extraordinary income - - - -
. Contmgent assets ................................................................... 44124 .................. 146102 ................. _101978 ................ _69’80% oo
Receiptsonpositionspassed tolosses v2ea o7 o0 122,08%
.Termmatlonof Customer relatlons ......................................................... 89 ........................ 71 ........................ 18 25,35%
-Releaseofthecomplaintsand revocatoryund - we0 g0 100,00%
. .OthereXtraordmary mcome ......................................................... 446517 P 400 .................. 446117 ............ 1.1. 152925%
Detectionofdeferred toxassets law 154/2019. - s158 s0s1s8 ~100,00%
Total 1.310.218 3.735.292 -2.425.074 -64,92%
Extraordinary charges - - - -
- Discounting of fixed assets from transfered securties oa03 ses3t  as2  45e%
-Repaymentof interestincome, commissions 9% a2 as;m 100,30%
.TermmatlonOfcustomerrEIatlons1652194307091 ................. 75’20%
.OtherexuaordmaryCharges ......................................................... 90855 .................. 100705 ................... _9850 _9,78%
Total 221.388 214.628 6.760 3,15%

It should be noted that other extraordinary income includes:

€233,884 for the reimbursement from the Inland Revenue in application
of the Conventional regime on double taxation signed in 2013, for
withholding taxes on Italian securities unduly applied during 2014,
as already extensively described in the paragraph on the Taxes and
Duties Fund.

€627,574 for profit from the transfer and sale of own securities from
the investment portfolio to the free portfolio, as provided for in
Prot.20/13417 of 22/12/2020 and fully detailed in this document in table
5.3 “transfer of investment securities”.

€12,380 for gains on disposal of subordinated securities.

€66,886 for trading discounts on subordinated securities sold.

While other extraordinary expenses include:

Losses on disposal of subordinated securities for €104,072.

The sale of these subordinated securities generated a net loss of €24,806.
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Breakdown of the item “Income taxes for the year”

DESCRIPTION 31/12/2021 31/12/2020 CHANGE

Amount %
Income taxes for the year - - - -

Total = = = =

It should be noted that taxes for the year have not been recorded as the tax
balance sheet, pursuant to Law no.154 of 3 October 2019, art.11, will benefit
from decreasing tax changes (dividends distributed, taxed surpluses on the
provision for bad debts, loss carry-forwards from previous years), which
result in zero income taxes and a tax loss, which can be carried forward in
full and without limit for the next tax years, if franked, in the same way as
has already occurred for the 2019 and 2020 tax losses.

30. Change in the provision for general financial risks

(profit and loss account item 230)
Data not present.



O O O O @ O O O
01 Corporate 02 Shareholders’ 03 Report of the 04 Financial statements 05 Explanatory 06 Auditors’ 07 Independent 08 Consolidated
position meeting board of directors representation notes report auditors’ report balance sheet
Part D - Other information
31. Prudential aggregates
Table 31.1 - Prudential aggregates
DESCRIPTION 31/12/2021
Amount
A) Supervisory capital 42.059.470
o L
S s
B Lo
e S o
Risk activities and supervisory ratios
B1. Risk-weighted assets 326.154.230
C2. Supervisory capital / risk-weighted assets 12,90%
In the drafting of the prudential aggregates, the indications of CBSM
Regulation 2007-07 and of the Supervisory Authority with Prot.19/10691
of 24/10/2019 and 20/5553 of 19/06/2020 were implemented; therefore,
the AQR adjustments, still in suspension, for the purposes of the statutory
financial statements, for 2021, for 7/10 were allocated to the item “Other
Assets” for €32,072,332 (pursuant to art.40 of Law no.173 of 24 December
2018 and as per the application authorized by Central Bank Prot.20/5553
of 19/06/2020) and were fully deducted from Regulatory Capital. The new
method of calculating regulatory capital, with effect from 31/12/2019,
showed a solvency ratio of 12.90%, above the required regulatory minimums
of 11%, and an increase of 2.79 percentage points compared to 31/12/2020,
where it stood at 10.11%.
32. Major risks and related parties
Table 32.1 - Major risks
DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Proforma Absolute %
Amount 99.792.271 135.267.865 -35.475.594 -26,23%
Number 16 22 -6 -27,27%

187 @
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This table shows the number of risk positions constituting a “major risk”
according to current supervisory regulations. The total amount is the sum
of the individual risk positions, direct and indirect, cash and unsecured,
gross of any portion deducted from the regulatory capital, deduced from
the prudential supervisory report at the reference date of 31/12/2021.
Table 32.2 - Risks to related parties
DESCRIPTION 31/12/2021 31/12/2020 CHANGE
Proforma Absolute %
Amount 18.285.381 14.579.882 3.705.499 25,42%
Number 7 7 - -

The above table shows the total weighted amount and the number of risk
positions with related parties and parties connected to them, in accordance
with the provisions of current supervisory regulations. The overall amount
is the sum of the individual risk positions, direct and indirect, cash and
unsecured, gross of any portion deducted from the regulatory capital, taken
from the prudential supervisory report as of 31/12/2021.
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33. Time distribution of assets and liabilities

Table 33.1 - Time distribution of assets and liabilities

ITEMS/ From over
REMAINING . Upto3 3 months
DURATIONS Total Atsight months t06
31/12/2021 months

From over
6 months
to 1 year

Maturity
From over 2 to 5 years Over 5 years not
attributed

From over 1 year to 18 From over 18 months to
months 2 years

1) Assets 619.737.126 227.757.919 33.150.791 15.938.121 21.461.610 3.376.455 12.687.405 2.012.761 12.831.045 37.608.639 60.545.652 34.672.955 89.367.466 68.326.307

1.1

Treasury
securities and
other financial
instruments
eligible for
refinancing with
Central Banks

1.2
Loans to credit 182.078.479 155.100.534 2.160.928 - - - - - - - - - - 24.817.017
institutions

1.3
Loans to 344.352.908 70.006.298 22.774.720 12.077.723 15.735.861 784.832 12.687.405 644.632 12.831.045 2.260.971 60.545.652 1.127.013 89.367.466 43.509.290
customers

1.4

Bonds and

other debt 65.795.804 - - - 200.133 2.005.088 - - - 34.314.818 - 29.275.765 - -
financial

instruments

1.5
Off-balance
sheet
transactions

27.509.935 2.651.08 8.215.143 3.860.398 5.525.616 586.535 - 1.368.129 - 1.032.850 - 4.270.177 - -

2) Liabilities 739.100.500 473.201.653 50.778.163 76.996.795 57.999.301 51.289.654 278.653 13.304.547 100.117 9.904.566 390.339 4.270.177 - -

241
Due to credit 1.228.033 1.228.033 - - - - - - - - - - - -
institutions

2.2
Due to 512.022.575 468.476.40 1.844.579 32.601.033 9.100.561 - - - - - - - - -
customers

2.3
Payables

represented 195.251.102 158.264 40.718.441 39.574.969 43.373.124 51.289.654 278.653 11.456.220 100.117 7.911.321 390.339 - - -
by financial

instruments

= Bonds - - - - - - - - - - - - - -

= Certificates of

deposit 195.251.102 158.264 40.718.441 39.574.969 43.373.124 51.289.654 278.653 11.456.220 100.117 7.911.321 390.339 - - -

= Other financial
instruments

2.4

Other liabilities:
cheques in
circulation

2.5
Subordinated 2.400.988 - - 960.395 - - - 480.198 - 960.395 - - - -
liabilities

2.6
Off-balance
sheet
transactions

27.509.935 2.651.087 8.215.143 3.860.398 5.525.616 586.535 - 1.368.129 - 1.032.850 - 4.270.177 - -



() () () () ' () () ()

/ / / _/ _/ _/ /

01 Corporate 02 Shareholders’ 03 Report of the 04 Financial statements 05 Explanatory 06 Auditors’ 07 Independent 08 Consolidated
position meeting board of directors representation notes report auditors’ report balance sheet

36. More information about credit cards/debit
cards/e money

Table 36.1 — Amounts of money transfers

TYPE OF TRANSACTION 31/12/2021 31/12/2020
Transaction Number of Commissions Expense Transaction Number of Commissions Expense
amount transactions received recoveries amount transactions received recoveries
Credit cards - - - - - - - -
Debit cards 65.456.580 852.450 22.631 20.444 59.053.079 720.574 19.545 21.464
E-money 1.191.550 33.019 1.596 11.037 932.526 25.118 2.361 8.257
Total 66.648.130 885.469 24.226 31.480 59.985.605 745.692 21.906 29.721

Table 36.4 - Data relating to acquiring activities

DESCRIPTION Number Amount

P.0.S
Number of Points of Sale (P.0.S.) affiliated with

! ’ 546 -
the reporting entity
Number of merchants contracted with

P 430 -
the reporting institution
Payment t_ran§act_ion_s at merchants affiliated with 429.598 28.933.191
the reporting institution
A.T.M
Number Automatic Teller Machines (A.T.M.) 11 B
operated by the reporting institution
Withdrawal transactions at A.T.M.
operated by the reporting institution 99.704 20.572.210
Transactions at A.T.M. operated by the reporting 2.187 51.935

institution other than withdrawal transactions

37. Further information on sanctions imposed during
the year

By letter Prot.32/3470 dated 4 April 2022, CBSM instructed the authorized

parties to provide adequate information on any sanctions imposed during

the year by the Supervisory Authority.

Pursuant to the aforementioned communication, the sanctions imposed by

the Supervisory Authority during 2021 are set out below:

e €69,061 imposed on natural persons responsible for the violations,
for which the authorised party is jointly and severally liable with the
obligation to pay compensation;
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e €132,600 imposed on BAC as an authorized party. The Bank has paid
the fines attributed to it by exercising the right of oblation, for an amount
of €66,150, recorded under contingent liabilities.

For the sanctions for which CBSM has ordered publication, pursuant to
art. 32 of Law 96/2005, the table below shows the additional information
required by the Supervisory Authority, i.e., the period of reference of the
violation and the nature of the violation ascertained.

Sanction recipient

Authorized person

Nature of sanction Amount paid-up Amount imposed

Irregularities in the credit evaluation, disbursement and
monitoring process in the year 2019 in violation of Part VI
(Prudential Supervision), Title IX (Organizational Adequacy),
Chapter Il (Risks) of Regulation 2007-07.

Irregularities in the formation of corporate groups and
consequent non-deduction from the supervisory capital in the
2019-2020 period, in violation of Article VII.1I.4 paragraph 4,
Article I.1.2 paragraph 1, items 32, 38, 55 and 83, Articles VII.
IV.1, VII.V.4, and VILIX.11, paragraph 8, of Regulation 2007~
07, as well as point 8.7 of Circular 2012-03

25.000 50.000

Year of reference

2019-2020

Former corporate officer

Irregularities in the formation of corporate groups and
consequent non-deduction from the supervisory capital in the
2019-2020 period, in violation of Article VII.II.4 paragraph 4,
Article I.1.2 paragraph 1, items 32, 38, 55 and 83, Articles VII.
IV.1, VII.V.4, and VIL.IX.11, paragraph 8, of Regulation 2007-
07, as well as point 8.7 of Circular 2012-03

Total 54.250 108.500

With reference to the overall sanctions imposed during the year, the
Bank took prompt action to remove the findings formally issued by the
Supervisory Authority and for which three sanction proceedings were
subsequently commenced.

It should be noted that all ascertained violations refer to audits carried
out in 2019 and 2020, for circumstances in some cases relating to even
earlier time periods. The immediate implementation of the Supervisory
Authority’s indications allows the bank to consider the contested episodes
definitively over.

San Marino, 03/05/2022

The General Manager The Chairman of the Board of Directors

22.500 45.000

2019-2020
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Board of Statutory Auditors
Banca Agricola Commerciale Istituto Bancario Sammarinese S.p.A.

BOARD OF STATUTORY AUDITORS®™ REPORT
To the financial statements for the year ended as of 31 December

2021 pursuant to Article 83 of Law 47/2006, as amended.
By
BANCA AGRICOLA COMMERCIALE ISTITUTO BANCARIO SAMMARINESE S.P.A.
With registered office in Dogana (RSM), Via Tre Settembre n. 316,
registered under no. 5422 in the Register of Companies
and also, under no. 48 of the Register of Authorized Persons,
Economic Operator Code SM0O0087, share capital €20,880,080 fully

paid up.

Dear Shareholders® Meeting,

this Report reports the conclusions of the audit activity carried
out by the Board of Statutory Auditors and the information on the
financial statements for the year ended as of 31 December 2021 of
Banca Agricola Commerciale Istituto Bancario Sammarinese S._p.A.
(hereinafter also "BAC" or "Bank'), in accordance with Article 83
of Law No. 47 of 23 February 2006, as amended, thus reporting the
conclusions of the audit activity carried out.

In two separate meetings, the Shareholders® Meeting, Tollowing
voluntary resignations, appointed a new Chairman of the Board of
Statutory Auditors and a new Statutory Auditor, based on the
determinations set forth in Regulation 2020-01.

This report, which is presented to the Shareholders® Meeting,
includes those news, data, and information that the undersigned
Board of Statutory Auditors felt it wished to render to the Bank"s
shareholders.

The Board has reviewed the financial statements for the year ended
as of 31 December 2021, which have been prepared by the Directors
and communicated by them to the Board, within the terms of the Law,
together with the management report.

As of the date of the individual members® assumption of office, we
have carried out the activity entrusted to us and have supervised
compliance with the law and the articles of association, in
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accordance with the principles of proper administration, the
adequacy of the internal control system and the administrative-
accounting system, as well as the reliability of the latter in
correctly representing management events on the ways in which the
rules of corporate governance are actually implemented.
We give an account of this activity with this report that we are
presenting to the Assembly.

I. CORPORATE GOVERNANCE

The Shareholders®™ Meeting held on 23 June 2021 renewed the Board
of Directors, which had come to a natural end, for the next three
years, based on the so-called fit and proper regulations issued by
the Central Bank in Regulation 2020-01. Subject to the confirmation
of one director appointed in 2020, thus falling within the limits
of tenure, new corporate officers (Chairman, Vice Chairman and two
directors) were appointed.

The process of top management renewal, which began in 2019 with
the appointment of the General Manager, saw the appointment of the
Deputy General Manager during the 2021 financial year.

24 meetings of the Board of Directors were held in 2021.

The Anti-Money Laundering Committee met 5 times, the Credit
Committee 35 times, the Management Committee 3 times, the Finance
Committee 6 times, the Risk Committee 5 times, and the Credit
Impairment Committee 4 times.

1. SUPERVISORY ACTIVITIES CARRIED OUT.

During the financial year ended as of 31 December 2021, the Board
of Statutory Auditors met 30 times, 8 of which were attributable
to the undersigned Board of Statutory Auditors as last resolved at
the General Shareholders® Meeting held on 13 October 2021.

On 5 July 2021 and 22 October 2021, the Board of Statutory Auditors
carried out, and transmitted the self-assessment documents of the
requirements of honorability, professionalism, and independence
under Part 1V, Title 11 of BCSM Regulation 2007-07, as supplemented
by the criteria of fairness and competence provided for in Article
1 of CBSM Regulation 2020-01 of the new members of the Board of
Statutory Auditors to the Board of Directors and Central Bank.
There were no situations during the 2021 financial year that
required the issuance of mandatory opinions by the Board of
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Statutory Auditors in accordance with current corporate
regulations, nor does the Auditing Firm appear to have been called
upon to express such opinions.
The Bank did not receive any inspection reports from the Financial
Intelligence Agency or from the Central Bank during the year.
The Board has fulfilled its obligations under Article VII.I .9,
first paragraph, of the Banking Regulations 2007 07 et seq.
Supervisory activities in all the forms provided for by the legal
provisions also involved the direct involvement of the General
Management, the various corporate functions as well as the control
functions.
The Board of Statutory Auditors attended all the meetings of the
Board of Directors, obtaining, in compliance with the regulations
in force, appropriate information on the general performance of
operations and its foreseeable evolution, as well as on the most
significant operations, in terms of their size or characteristics,
carried out by the Bank, for which it is acknowledged that they
were carried out in compliance with the Law and the Articles of
Association.
The Board of Statutory Auditors, to the extent of its competence,
reports
e that it has examined the general aspects, management processes
and methods of measuring the risks inherent in and related to
the Bank"s activities, as well as their suitability and
effectiveness to cope with the occurrence of serious,
persistent, widespread and generalized difficulties
e to have followed the evolution of management in accordance
with the strategic objectives set, as well as the evolution
of organizational changes consistent with the aforementioned
objectives, verifying, also through periodic analysis and
checks, that the constant adaptation of the information
apparatus was maintained.
As for the system of internal controls, it is acknowledged that it
is periodically subject to reconnaissance and adjustment in
relation to the evolution of corporate operations and the reference
context. Internal audit activities are carried out by the Internal
Audit function, which reports the results of its activities
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directly to the Board of Directors and the Board of Statutory
Auditors.
The Board of Statutory Auditors has constantly interacted with all
control functions.
The Board of Statutory Auditors confirms that the control functions
are autonomous and independent and represent an effective legality
safeguard for the Bank.
It is acknowledged that during the year an in-depth audit was
carried out with the help of external auditor (Parente partners,
hereinafter the "Consultant') on the functionality of the system
of internal controls, 1iIn order to 1identify the necessary
interventions with the aim of strengthening its effectiveness.
The Consultant carried out an "assurance" activity of the second
and third level controls aimed at assessing the level of adequacy
of the system of internal controls.
The analysis activity was carried out according to three main
drivers
e Positioning, i.e., planting of control functions
e Process, operation of control functions
e People, self-assessment of the quantity and quality of
resources incardinated in the corporate control functions.
The Consultant, downstream of the activities carried out,
considered
— the system of controls sufficiently functional
— the defined structures, appropriately staffed and placed at
an appropriate hierarchical level to ensure their
independence.
The Consultant also indicated an intervention to align and refine
the provisions and a better regulation of information flows so as
to form an organic, mapped and, as far as possible, standardized
system.
The Board of Statutory Auditors, having analyzed the assessment
agreed with the methodology adopted and appreciated the technical
rigor with which the work was carried out, confirmed the positive
assessment of the work done and agreed with the conclusions.
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The Bank, based on the suggestions made by the Consultant, prepared
an action plan, which was monitored by the Board of Directors and
the Board of Statutory Auditors.

The actions under the plan are nearing completion.

The Board of Statutory Auditors, in light of the findings obtained
and the supervisory activity carried out, considers the system of
internal controls to be substantially adequate to the Bank®"s
characteristics and to meet the requirements of efficiency and
effectiveness in the control of risks and compliance with internal
and external procedures and regulations.

The Board has also assessed, to the extent of its competence, the
reliability of the administrative and accounting system in
correctly capturing and representing operating events, through the
information periodically obtained from the heads of the various
functions involved and from the periodic meeting with the auditing
firm.

The Board of Statutory Auditors also carried out its oversight of
Bac"s dealings with related and connected parties. From the
findings of the Heads of Internal Control Functions we can report
that:

— to date, no situations have been encountered such as to incur
risks of non-compliance with regulations and no particular
critical issues have been found during the year that have
required corrective action in this respect, so that the set
of safeguards and procedures appears functional to preventing
the risk of non-compliance with regulations;

— the controls are considered adequate with respect to the
purpose of verifying the correct master census, updates and
connections with Related Parties and Related Persons;

The Board acknowledges that during the financial year no complaints
were received pursuant to Article 65 of Law 47/2006, as amended,
and that the supervisory activity was carried out in a normal
manner and that no significant facts emerged from it such as to
require reporting here.

Furthermore, it is acknowledged that during the 2021 financial year
there were no complaints or reports brought to the attention of
the Board by the Auditing Firm.
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Finally, it is acknowledged that on 8 March 2022, meetings were
held with the auditing bodies of the subsidiaries.
1. FINANCIAL STATEMENTS

As fTar as the control of proper bookkeeping and the correct
recording of operating events in the accounting records is
concerned, as well as the verification of the correspondence
between the information in the financial statements and the results
in the accounting records and the conformity of the annual
financial statements with the regulations of the Law, it should be
noted that these tasks are entrusted to the auditing firm AB&D
S.p-A.

The Board of Statutory Auditors has supervised the general approach
given to the same, its general compliance with the Law as regards
its formation and structure, and in this regard has no particular
observations to report.

We believe that the information provided to the Shareholders®
Meeting meets the requirements and contains a faithful, balanced
and comprehensive analysis of the Bank®"s situation, performance
and results of operations.

We have reviewed the draft Financial Statements for the year ended
as of 31 December 2021, consisting of the Statement of Assets and
Liabilities, Profit and Loss Account, and Explanatory Notes to the
financial statements, made available to us together with the Board
of Directors® Report on Operations, and accordingly, we report the
following.

The Bank®"s Equity as of 12/31/2021 amounts to € 85,824,035 and
consists of the share capital of € 20,880,080, ordinary or legal
reserves of €49,248,958, reserve for own shares or quotas of €
14,378, other reserves of €126,612, revaluation reserves of ¢
18,076,812 and a loss of €2,522,804 for the year.

The Supervisory Limits, which are punctually represented and
described in the Financial Statements documents, show a total
capital ratio of 12.90 for the year 2021, an improvement compared
to 31 December 2020 and higher than the minimum limit of 11
required by Regulation 2007-07 (as amended).

Regulatory Capital, determined in accordance with the provisions
of the Supervisory Authority, stands at €42.059m. In the year just
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ended, the Bank shows no shortfall in capital for Prudential
Supervisory purposes.
Net loans to customers as of 31 December 2021 amounted to €344.352m,
a decrease of €29.357m from the previous year.
Gross impaired loans as of the end of 2021 stood at €142.636m, down
€18.075m (-11.25 ) from the previous year.
During the year, BAC continued its policy of close monitoring and
recovery on non-performing positions leading to the highlighted
contraction.
Overall, total loans to customers amounted to a nominal €414.914m,
against which value adjustments of €70.561m were made; the overall
coverage ratio of loans to customers was 17.01 , compared to 18.07
as of 31/12/2020.
The profit and loss account for the 2021 financial year closed with
a negative result of €2,522,804, a sharp decrease from the previous
year.
On 9 May 2022, the auditing firm AB& S.p.A. issued its report on
the financial statements with a positive opinion and a call for
information. More specifically, it expressed the following opinion:
In our opinion, the statutory financial statements give a true
and fair view of the Tfinancial position of BANCA AGRICOLA
COMMERCIALE ISTITUTO BANCARIO SAMMARINESE S.p.A. as of 31/12/2021
and of the results of its operations for the year then ended in
accordance with San Marino regulations, including Regulation 2016-
02 issued by the Central Bank of the Republic of San Marino, which
govern their preparation criteria ;
The audit report also contains the following points of information:
Without modifying our opinion, we draw attention to the information
contained and in greater detail in the Management Report and the
Explanatory Notes to the financial statements regarding the
following significant events.
. The financial statements as of 31/12/2021 have been prepared
by continuing the accrual of adjustments resulting from the AQR
(Asset Quality Review) exercise allowed by Article 40 of Law
17372018 together with the authorization of the Supervisory
Authority (Prot.No.20/5553 of 19/06/2020), over a period of 10
years starting from 2019. As a result of the aforementioned accrual
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process, the suspended value adjustments, recorded in asset item
130 Other assets as of 31/12/2021, amount to €32,072,332 with an
impact on the 2021 profit and loss account of €4,581,762, recorded
under item 140 alue adjustments to loans and provisions for
guarantees and commitments .
. The Bank, during the year
- sold in advance on the market subordinated fixed financial
debt instruments issued by non-investee fTinancial companies, as
resolved by the Board of 1irectors on 17/06/2021 on the basis of
the reasons given therein, for a total nominal amount of
€20,451,000 recorded in the financial statements for €21,584,856.
Capital gains and other realized income were entered under item
190 Extraordinary income, while realized capital losses were
entered under item 200 Extraordinary expenses, generating a net
loss of € 24,806 in total
- proceeded, on the basis of the forecasts contained in the
CBSM letter prot. no. 20/13417 of 22/12/2020, to the disinvestment
of additional fixed asset debt financial instruments for a nominal
amount of €14,118,000, recorded in the balance sheet for
€14,175,684, of which a nominal amount of €6,000,000 recorded in
the balance sheet for €5,994,927 previously transferred to the free
portfolio. Realized capital gains were recorded under item 190
Extraordinary income for a total of €627,574.
The transactions carried out on the basis of the above-mentioned
CBSM letter prot. no. 20/13417 dated 22/12/2020 generated capital
gains of €2,839,576 during the 2020 financial year and capital
gains of €627,574 during the 2021 financial year. The total amount
of realized gains of ¢ 3,467,150 is to be allocated to a reserve
earmarked for future capital increases up to the amount of the sum.
As of 31 ecember 2021, this reserve was already tied up in the
amount of €126,613 as a result of the approval of the financial
statements for the year ended as of 31/12/2020. Therefore, the
remaining part amounting to €3,340,538 will have to be set aside
by drawing from the profits of future years. All of this as better
detailed and explained in Section 5 of the Explanatory Notes to
the financial statements.
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. In the early months of 2022, the Bank audited the 2022-2024
Three- ear evelopment Plan, as reported in the section The
Business Outlook of the Management Report, which assumes the
return to economic e uilibrium in plan arc. These assumptions made
satisfied the analyses regarding the existence of the conditions
related to the going concern principle.
Since this Board of Statutory Auditors has not been entrusted with
the legal audit of the Financial Statements, we have supervised
the general approach given to the same, its general compliance with
the law with regard to its formation and structure and, in this
regard, we have no observations to report.
1V. REMAR S AND PROPOSAL REGARDING T E FINANCIAL STATEMENTS AND
T EIR APPROVAL
Considering the results of the work we have carried out and the
opinion expressed in the audit report issued by the independent
auditor, we invite you to approve the financial statements for the
year ended as of 31 December 2021, as prepared by the directors.
The Board of Statutory Auditors agrees with the proposal to cover
the loss of €2,522,804 for the year 2021 through the use of the
ordinary reserve contained in the final part of the Report of the
Board of Directors.

San Marino, 27 May 2022

Dott.ssa Vanessa Tavolini (Chairman)
Dott. Giorgio Ruticali (Auditor)

Avv. Dennis Beccari (Auditor)

SUB ECTIVE AND OB ECTIVE CONDITIONS
According to article 6 of Law no. 47 of 23/02/2006, all the members
of the Board of Statutory Auditors of Banca Agricola Commerciale
of the Republic of San Marino S.p.A. declare that the subjective
and objective conditions remain for holding the office of Auditor.
San Marino, 13 May 2022
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Avv. Dennis Beccari (Auditor)
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REPORT OF THE INDEPENDENT AUDITING COMPANY PURSUANT TO THE COMBINED
PROVISION OF ARTICLE 33, PARAGRAPH 1, LETTER A) LAW NO. 165 OF 17 NOVEMBER
2005, AS AMENDED, ARTICLE 68, PARAGRAPH 1, POINTS 2) AND 3) OF LAW NO. 47
OF 23 FEBRUARY 2006, AS AMENDED (COMPANY LAW) AND ARTICLE VIIL.l. 1 OF
REGULATION 2016-02 EMANATED

BY THE CENTRAL BANK OF THE REPUBLIC OF SAN MARINO.

To the shareholders of
BANCA AGRICOLA COMMERCIALE ISTITUTO BANCARIO SAMMARINESE S.p.A.

Judgement

We audited the financial statements of BANCA AGRICOLA COMMERCIALE ISTITUTO
BANCARIO SAMMARINESE S.p.A. (hereinafter referred to as the Company or the Bank)

made up of the Statement of Assets and Liabilities as of 31/12/2021, the Profit and Loss

Account for the year closed at such date and the Explanatory Notes to the Financial
Statements.

In our opinion, the statutory financial statements give a true and fair view of the financial position of
BANCA AGRICOLA COMMERCIALE ISTITUTO BANCARIO SAMMARINESE S.p.A. as of 12/31/2021 and of
the results of its operations for the year then ended in accordance with San Marino regulations,
including Regulation No. 2016-02 issued by the Central Bank of the Republic of San Marino, which
govern their preparation.

Elements behind the judgment

We carried out the audit in accordance with the regulations in force in the Republic of San Marino
and, where applicable, to international auditing standards. Our responsibilities under these
principles are further described in the section of this report entitled Responsibilities of the
Auditing firm for the audit of financial statements. We are independent of the Bank in
compliance with the rules and principles on ethics and independence applicable in the San Marino
system to the audit of financial statements. We believe that we acquired sufficient and appropriate
evidence on which to base our judgment.
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A note to public disclosure

Without prejudice our judgment, we call attention to the information contained and more detailed in
the Management Report and in the Explanatory Notes in relation to the following important facts:

e The financial statements as of 31/12/2021 have been prepared by continuing the accrual of
adjustments resulting from the AQR (Asset Quality Review) exercise allowed by Article 40 of
Law 173/2018 together with the authorization of the Supervisory Authority (Prot.No.20/5553
of 19/06/2020), over a period of 10 years starting from 2019. As a result of the aforementioned
accrual process, the suspended value adjustments, recorded in asset item 130 “Other assets”
as of 31/12/2021, amounted to €32,072,332 with an impact on the 2021 income statement of
€4,581,762, recorded under item 140 “Value adjustments on loans and provisions for
guarantees and commitments.”

¢ The Bank, during the year:

~ sold in advance on the market subordinated fixed financial debt instruments issued by non-
investee financial companies, as resolved by the Board of Directors on 17/06/2021 on the basis
of the reasons given therein, for a total nominal amount of €20,451,000 recorded in the
financial statements for €21.584.856. The realized capital gains and other income were entered
under item 190 "Extraordinary income," while the realized capital losses were entered under
item 200 "Extraordinary expenses," generating a net loss of € 24,806 in total;

~ proceeded, on the basis of the forecasts contained in the CBSM letter prot. no. 20/13417 of
22/12/2020, to the disinvestment of additional fixed asset debt financial instruments for a
nominal amount of €14,118,000, recorded in the financial statements for €14,175,684, of
which a nominal amount of €6,000,000 recorded in the financial statements for €5,994,927
previously transferred to the free portfolio. Realized capital gains were recorded under item
190 "Extraordinary income" for a total of €627,574.

The transactions carried out on the basis of the above-mentioned CBSM letter prot. no.
20/13417 dated 22/12/2020 generated capital gains of €2,839,576 during the 2020 financial
year and capital gains of €627,574 during the 2021 financial year. The total amount of realized
gains of €3,467,150 is to be allocated to a reserve earmarked for future capital increases up to
the amount of the sum. As of 31 December 2021, this reserve was already restricted in the
amount of €126,613 as a result of the approval of the financial statements for the year ended
on 31/12/2020. Therefore, the remaining part amounting to € 3,340,538 will have to be set
aside by drawing from the profits of future years.

All this as better detailed and justified in Section 5 of the Explanatory Notes to the Financial
Statements.

eIn the early months of 2022, the Bank revised the 2022-2024 Three-Year Development Plan,
as reported in the section "The Business Outlook" of the Management Report, which assumes
it will return to economic equilibrium in plan arc. These assumptions led to the conclusion that
the analyses regarding the existence of the conditions related to the principle of business
continuity were satisfied.

Responsibilities of directors and the board of statutory auditors for the financial
statements

The directors are responsible for the preparation of the financial statements that give a true and fair
view in accordance with the legislation in force in the Republic of San Marino on their preparation
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and, within the terms provided for by law, for the part of the internal audit deemed necessary by the
directors themselves to allow the preparation of financial statements without significant errors due
to fraud or unintentional behavior or events.

The directors are responsible for the assessment of the Bank's ability to continue operating as an
operating entity and, in preparing the financial statements, for the appropriateness of the use of the
going concern assumption, as well as for adequate information on the matter. Directors use the going
concern assumption in preparing the financial statements unless they have considered that the
conditions for the Bank’s liquidation or interruption of the business exist or have no realistic
alternatives to those choices.

The statutory auditors responsible for supervising, within the terms provided for by law, the process of
preparing the company’s financial policy.

Responsibility of the auditing firm for the audit of the financial statements

Our objectives are to acquire reasonable certainty that the financial statements as a whole do not
contain significant errors, due to fraud or unintentional behavior or events, and to issue an audit
report that includes our judgment.

Reasonable certainty means a high level of security which, however, does not provide assurance
that an audit carried out in compliance with the legislation in force in the Republic of San Marino
and, where applicable, with the international auditing standards, will always identify a significant
error, if existing.

Errors can result from fraud or unintentional behavior or events and are considered significant if they
can reasonably be expected that they, individually or as a whole, are able to influence the economic
decisions made by users on the basis of the financial statements.

As part of the audit carried out in accordance with the legislation in force in the Republic of San
Marino and, where applicable, to international auditing standards, we exercised our professional
judgment and maintained professional skepticism throughout the audit. Furthermore:

e we identified and assessed the risks of significant errors in the financial statements due to
fraud or unintentional behavior or events; we defined and carried out audit procedures in response to
these risks; we acquired sufficient carried out audit procedures in response to these risks; we acquired
sufficient not detecting a significant error due to fraud is higher than the risk of not detecting a
significant error resulting from unintentional behavior or events, since fraud may imply the existence
of collusion, forgery, intentional omissions, misleading representations or internal audit forcing;

e we acquired a relevant understanding of the internal control for auditing purposes in order to
define appropriate circumstantial audit procedures and not to express an opinion on the
effectiveness of the internal control of the Company;

e we have assessed the appropriateness of the accounting principles used, as well as the
reasonableness of accounting estimates made by the directors, including the related disclosure;

e we reached a conclusion on the appropriateness of the directors' use of the assumption of business
continuity and, based on the audit evidence acquired, on whether there is significant uncertainty
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regarding events or circumstances that may give rise significant doubts about the Company's ability to
continue operating as an operating entity.

e In the presence of significant uncertainty, we are required to draw the attention in the audit
report to the related disclosure, that is, if such disclosure is inadequate, to reflect this fact in the
formulation of our judgment. Our is inadequate, to reflect this fact in the formulation of our
judgment. Our report. However, subsequent events or circumstances may result in the Company
ceasing to operate as an operating entity;

e \We assessed the presentation, structure and content of the financial statement as a whole,
including disclosure, and whether the financial statements represent the underlying transactions
and events in order to provide a correct representation.

We informed the managers of the governance activities, identified at an appropriate level, among
other aspects, the scope and timing planned for the audit and the significant results that emerged,
including any significant deficiencies in the internal control found during the audit.

Report on other provisions of law and regulations
Judgment pursuant to article VIII.I.1, paragraph 2, letter a) and b) of Regulation no. 2016-02
issued by the Central Bank of the Republic of San Marino (the Regulation)

The directors of BANCA AGRICOLA COMMERCIALE ISTITUTO BANCARIO SAMMARINESE S.p.A. are
responsible for the preparation of the management report as of 31/12/2021, including its consistency
with the related financial statements and its compliance with the Regulation.

We carried out the procedures indicated in the Regulation in order to express an opinion on the
consistency of the management report with the financial statements of BANCA AGRICOLA
COMMERCIALE ISTITUTO BANCARIO SAMMARINESE S.p.A. as of 31/12/2021 and on its
compliance with the Regulation, as well as to issue a declaration on any relevant incorrect
statements.

In our opinion, the management report is consistent with the financial statements of BANCA AGRICOLA
COMMERCIALE ISTITUTO BANCARIO SAMMARINESE S.p.A. as of 31/12/2021 and is prepared in
compliance with the Regulation.

With reference to the declaration referred to in article VIII.I.1, paragraph 2, letter b) of the
Regulation, based on the knowledge and understanding of the company and the related context
acquired during the audit, we have nothing to report.
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Other aspects

Although there is no obligation under the current regulatory framework, the Bank prepares
its consolidated balance sheet on a voluntary basis, which has not been audited.

San Marino, 9 May 2022
AB & D Audit Business & Development S.p.A.

Marco Stolfi
Director
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Financial Statements - 2021 Reports and
Financial Statements.

Gruppo Bancario Banca Agricola Commerciale
Istituto Bancario Sammarinese S.p.A.

The state of health emergency, consequent to the second pandemic wave
from COVID-19, had strong repercussions in 2021 also; despite this, at the
end of its 2021 annual mission, in accordance with art. 4 of the relevant
Articles of Association, the International Monetary Fund underlined the
“resilience” of the Titan in the face of the pandemic challenge and the
effectiveness of the vaccination campaign, in which the Republic of San
Marino was a world leader in terms of speed and population coverage.
Specifically, the package of policies aimed at supporting the economic
fabric was particularly appreciated: the expansion of the redundancy fund,
moratoria and extension of tax deadlines to support the liquidity of the
private sector, all crucial steps to avoid bankruptcies, mass lay-offs and to
maintain confidence in the system. Exports, imports, domestic consumption,
employment and government revenues are now above pre-pandemic levels.
Once the economy stabilized, in late 2020 San Marino gained access to
international capital markets for the first time in the country’s history. It first
obtained a bilateral loan and then, in early 2021, issued a Eurobond. This
allowed San Marino to provide additional budgetary resources, in the form
of grants, to the economic sectors most affected by the pandemic.

Ambitious steps have been taken to address the problems in the banking
sector inherited from the past. A €455 million perpetual bond (33% of GDP)
was issued to cover the past losses of the public bank Cassa di Risparmio
della Repubblica di San Marino Spa (CRSM). At the same time, the liquidity
of CRSM was brought to a reasonable level through the early repayment
of a €94 million bond by the Government. The Central Bank of San Marino
(CBSM) intensified its supervisory efforts, revised the regulations of the
tests of good standing and professionalism, and revoked the license of
Banca Nazionale Sammarinese (BNS), formerly Banca CIS, now converted
into a public asset recovery institution with a government guarantee on
all bondholders. Despite efforts to improve the efficiency of the banking
sector by reducing overall costs, the process has stalled and cost-income
ratios remain high. However, at the same time, confidence has been
significantly boosted, as evidenced by the recent increase in bank deposits.
Addressing the large amount of Non-Performing Loans (NPLs) remains the
banking system’s key challenge. Plans to follow the ECB’s timeline-based
guidelines for resolution of legacy NPLs are welcomed and will ensure that
going forward, banks address NPL resolution in a timely manner. The strong
response to the pandemic and, more importantly, the considerable public
support to the financial system, have significantly increased public debt,
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which increased from 32% of GDP at the end of 2019 to 105% of GDP. At
the same time, central government deposits have increased to 15% of GDP.
Public debt is expected to peak this year and decline moderately thereafter.
However, this trend is not robust enough to cope with most potential
shocks. The extremely high size of the Eurobond poses new challenges in
the event of less favourable international financial conditions. Although San
Marino’s interest payments are expected to remain manageable, at below
3% of GDP, the size of the Eurobond and its short three-year maturity
imply that San Marino’s gross financing needs will rise to 24% of GDP in
2024, which represents a key new challenge for the country. Reforms that
preserve and support macroeconomic stability should be complemented
by structural reforms needed to stimulate long—-term growth. An ambitious
plan to improve the business climate is being developed, consisting of
digitalization and streamlining bureaucracy, while further integration with
the EU is being pursued. Last year San Marino enjoyed a robust recovery
supported by a boom in exports and a recovery in tourism. The favourable
external environment and supportive policies led to GDP growth estimated
above 5% in almost all manufacturing and service sectors.

However, late last year and more recently with the outbreak of warin Ukraine,
the global environment has suddenly deteriorated. Rising commodity
prices, disruptions in commodity supplies and increased uncertainty will
lower growth and increase inflation, but the full impact is still uncertain.
According to the latest IMF estimates, the country’s real GDP, which
rebounded strongly in 2021 post-pandemic by 5.5%, is projected to rise by
+3.7% in 2022.

The inflation rate for 2021 was +0.8% and expected for 2022 was +0.9%.
The unemployment rate for 2021 was 6.7% and IMF projections see an
improving rate for 2022 at 6.4%.

As of 31/12/2021, the BAC group (hereinafter also referred to as the group
or banking group) had consolidated total deposit of € 1,399.22 million (also
including the Custodian Bank Activity for BAC Investments SG Spa), divided
between direct and indirect deposit of €710.362 million and €688.864
million respectively.

Total assets as of 31 December 2021 amounted to € 1,099.37 million,
compared to €1,074.78 million as of 31 December 2020, while loans to
customers, expressed at their estimated realizable value (therefore already
net of the provision for bad debts of €70.561 million), went from €373.81
million to €344.49 million, an item that shows a decrease in absolute terms
of —€39.315 million.

At a consolidated level, the group achieved an intermediation margin of
€17.697 million in the year 2021, down by 13.57% compared to 2020, we
specify in this regard that the item “other revenues”, which includes the
principal portion of lease payments, has been algebraically added to the
relative depreciation and amortization quotas, of the same amount, which
were included in the item depreciation and amortization, whose values are
respectively €10.087 million for 2021 and €9.431 million for 2020.
Overhead costs, equal to €14.911 million, decreased by 5.66% compared
to the final balance as of 31/12/2020 (-€15.806 million), as a result of a
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careful policy of cost containment and improvement of economies of scale
across all group companies, and started from previous years.
Personnel costs recorded a saving of €0.259 million (-2.88% compared to
31/12/20220), while administrative expenses decreased by €0.537 million
(-9.96%).
We highlight a positive operating result of €2.786 million, a decrease of
40.35% compared to 2020 (+€4.670 million) and a consolidated result
of —€1.499 million, after having expensed significant provisions for risks
and charges for a total of €4,609 million, a saving of 22.21% compared
to the previous year, adjustments made to real estate owned, no longer
instrumental and deriving from credit recovery, for €0.218 million and
adjustments to financial assets for —€0.611 million.

It should be noted that the component of extraordinary income for the current

year was fuelled for €0.627 million by capital gains on the sale of investment

securities, as authorised by CBSM with Prot.20/13417 of 22/12/2020.

The Report sets out the consolidated figures for the year 2021, compared

to 2020 expressed on the basis of accounting principles characteristic of

consolidated financial statements.

Please refer to the tables below and the Parent Company’s Report for a

summary of the Consolidated Balance Sheet and Consolidated Profit and

Loss Account as of 31 December 2021, prepared as follows:

e the individual financial statements as of 31/12/2021 of the Parent
Company BAC were added to those of the wholly—owned subsidiaries
belonging to the banking group, in order to obtain an initial reference
aggregate;

- thereciprocal equity balances existing as of 31/12/2021 were eliminated
and the reciprocal accounting of costs and revenues during the year
between group companies was reversed;

= the shareholders’ equity items of the subsidiary companies have been
cancelled as a contra entry to the values of the shareholdings held and
any resulting difference (consolidation surplus or deficit) has been
charged to the shareholders’ equity of the parent company.

The scope of consolidation includes the following companies: BAC
Investments SG Spa, BAC Life Spa, BAC Real Estate Srland BAC Trustee Spa,
wholly owned, and the new company San Marino Finanza e Previdenza Srl,
incorporated during 2021 and already operational, 51% owned. The latter
was established as a 51% joint venture with Finanza e Previdenza Srl, an
Italian insurance agent registered in section A of the RUl with IVASS, a multi-
firm agency with leading Italian and international insurance companies. The
technical/insurance know—how of Finanza e Previdenza, associated with the
commercial and financial experience of BAC, will guarantee the possibility
of 360° risk coverage for all clients, as well as the creation of new products,
in line with the needs of the market.

08 Consolidated
balance sheet
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Financial statements
Asset items
Consolidato BAC - BACInvestments SG Spa -BAC Life Spa -
BAC Real Estate Srl - Bac Trustee Spa -
San Marino Finanza e Previdenza Srl
CODE ASSET ITEMS 31/12/2021 31/12/2020 CHANGE
Absolute %
10 Cash and cash equivalents 4.328.799 3.205.086 1.123.713 35,06%
20 Loans to banks 189.222.090 143.522.515 45.699.574 31,84%
a) At sight 162.244.144 109.193.791 53.050.353 48,58%
P b) Oth er recelvab| es ..................................................... 26 977945 ............. 34 328724 ............. _7 350779 ............... _2141 %
30 Loans to customers * 282.624.179 305.351.211 -22.727.031 ~7,44%
40 Bonds and other debt financial instruments 207.633.636 234.106.515 -26.472.880 -11,31%
a) Public issuers 108.165.322 158.160.079 -49.994.757 -31,61%
B b) Banklssuers .......................................................... 18228712 .............. 5607586 ............. 12521125 ............... 225[07%
of which own financial instruments - - - -
B C)mvestors (, nves t mentﬁrms) ............................................ 1 01 8771 ....................... _ .............. 1 01 8771 ....................... _
B d) Oth er ,ssuers ......................................................... 80 220 831 ............. 70 338 850 .............. 9 881 981 ................. 1 405%
50 Shares, stocks and other capital financial instruments 115.861.561 85.251.916 30.609.645 35,90%
60 Shareholdings 5.716.956 4.723.110 993.847 21,04%
70 Investments in bank group companies - - 1 -
80 Intangible fixed assets 1.514.363 1.566.102 =51l 7728 -3,30%
a) of which goodwill 519.419 519.419 - -
90 Tangible fixed assets 165.104.213 165.807.137 -702.923 -0,42%
a) of which financial leases 58.739.716 65.711.116 -6.971.400 -10,61%
© bofwhichassetsawaitinglease 2611997 29001 w80 17,18%
100 Subscribed paid capital not paid-in - - - -
110 Treasury shares or stocks 14.378 14.378 = 0,00%
120 Other assets 126.596.236 130.425.429 -3.829.193 -2,94%
130 Accrued income and prepaid expenses 758.129 811.778 -53.650 -6,61%
a) Accrued income 570.835 601.045 -30.210 -5,03%
B b) Prepald expenses ........................................................ 187294 ................ 210733 ................ _23440 ............... _1112%
140 Total assets 1.099.374.539 1.074.785.176 24.589.363 2,29%
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Liability and equity items

CODE LIABILITY ITEMS 31/12/2021 31/12/2020 CHANGE
Absolute %

10 Amounts due to banks 1.741.267 1.629.484 111.783 6,86%

a) At sight 1.228.033 1.189.695 38.338 3,22%
B b)Term orWIthOUtnOtlce ................................................... 513234 ................ 439789 ................. 73445 ................. 1 6170%

20 Amount due to customers 507.893.636 471.159.781 36.733.855 7,80%

a) At sight 464.131.095 433.373.970 30.757.125 7,10%
© bTemorwithoutnotice Bre2se wossen 5976730 15,82%

30 Paybles represented by financial instruments 195.251.102 207.233.579 -11.982.477 -5,78%

a) Bonds - - - -
P b) Certmcatesof depOSIt ................................................ 195251102 ............ 207233579 ............ _1 1 982477 ................ _5178% .

c¢) Other financial instruments - - - _

40 Other liabilities 87.101.560 89.924.653 -2.823.093 -3,14%

50 Accrued expenses and deferred income 155.890 168.089 -12.200 -7,26%

a) Accrued expenses 7.858 7.278 580 7,97%
P b) I.).éf.e.r.r;aa. mcome ......................................................... 148032 ................ 160811 ................ _12780 ................ _795% .

60 Severance 536.722 565.287 -28.564 -5,05%

70 Reserves for risks and charges 1.050.213 1.105.888 -55.674 -5,03%

a) Provision for pensions and similer obligations - - - -

c) Other reserves 1.004.377 1.088.183 -83.806 -7,70%

80 Risk provisions for credits not adjusting assets 20.000 36.000 -16.000 -44,44%
90 Technical reserves 216.465.691 211.655.719 4.809.972 2,271%
100 Subordinate liabilities 2.400.988 2.400.988 = =
110 Share capital 20.892.820 20.880.080 12.740 0,06%
120 Share premium reserves = = = =
130 Reserves 49.389.947 50.888.362 -1.498.415 -2,94%

a) Ordinary reserves 48.908.958 50.533.986 -1.625.029 -3,22%

b)TreasuryandSharereserves1437814378 ....................... _ ................. 000%

d) Other reserves 466.611 339.998 126.613 37,24%
140 Revaluation reserves 17.973.780 18.144.811 -171.031 -0,94%
150 Retained earnings (losses) (+/-) = -1.656.680 1.656.680 =
160 Net income (loss) for the period (+/-) -1.499.078 649.136 -2.148.213 -330,93%

Minority interests - - - -

Merger surplus - - - -

170 Total liabilities 1.099.374.539 1.074.785.176 24.589.363 2,29%
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Conto economico
CODE PROFIT AND LOSS ACCOUNT ITEMS 31/12/2021 31/12/2020 CHANGE
Absolute %
Insurance premiums 1.290.320 1.146.788 143.531 12,52%
10 Interest income and similar revenues 11.547.387 12.981.251 -1.433.864 -11,05%
a) On loans to customers 10.669.554 12.067.488 -1.397.934 -11,58%
B b) On debt secunt,es ..................................................... 1009158 ................ 918441 ................. 90717 .................. 988%
B C)On amounts due from banks ............................................. _1 31325 R _4678 ............... _1 26647 .............. 270724%
20 Interest expense and similar charges -2.792.814 -3.020.370 227.557 -7,53%
a) On loans to customers -662.833 -694.674 31.841 -4,58%
B b) On bondpaymes ...................................................... _2123352 ............. _2321059 ................ 197707 O _352%
B c)onamountsduefrombanks_6623_4637_19914295%
30 Dividends and other revenues 1.494.642 1.157.687 336.955 29,11%
a) On stocks - - - -
b)onShareS ...................................................................... R R R E
B C)On gr ou p CompanYShares ....................................................... R R R E
40 Commission income 6.834.302 6.179.843 654.459 10,59%
50 Commission expense -949.858 -789.255 -160.603 20,35%
60 Profits (losses) on financial transactions (+/-) -1.171.782 1.770.364 -2.942.145 -166,19%
70 Other operating income 11.599.768 10.520.734 1.079.035 10,26%
80 Other overhead costs -67.097 -38.850 -28.247 72,711%
920 Administrative expenses -13.598.322 -14.394.828 796.506 -5,53%
a) Personnel expenses -8.740.013 -8.998.927 258.914 -2,88%
al. Salaries and wages -6.163.076 -6.402.786 239.710 -3,74%
a2. Welfare contributions -1.667.436 -1.721.041 53.606 -3,11%
a3. Severance -553.833 -578.790 24.957 -4,31%
a4. dormancy and similar - - - -
ab. directors and auditors -311.041 -275.449 -35.592 12,92%
a6. other personnel costs -44.627 -20.861 -23.766 113,93%
B b) Other admm,strat,\,e expenses ........................................ _4858309 ............. _5395901 ................ 537592 O _996%
100 Value adjustment on intangible fixed assets -200.697 -239.536 38.839 -16,21%
of which on intangible assets leased -49.366 -41.657 -7.709 18,51%
110 Value adjustments on tangible fixed assets -11.417.700 -12.159.084 741.385 -6,10%
of which on tangible assets leased -10.037.833 -9.389.384 -648.449 6,91%
Provisions for risks and charges -218.000 -1.555.999 1.337.999 -85,99%
120 Provisions for credit risks -70.225 -31.660 -38.565 121,81%
130 Value adjustments for loans and provisions for _ _ _ _
guarantees and commitments
140 ;‘ﬁ;ﬁ?ﬁ;‘e‘z ST O TS -9.567.017 ~7.959.000 ~1.608.017 20,20%
150 Financial asset adjustments 5.027.418 2.064.973 2.962.445 143,46%
160 Financial asset writebacks -611.422 = -611.422 100,00%
170 Operating income (loss) - = - -
180 Extraordinary income -2.653.096 -2.810.944 157.849 5,62%
190 Extraordinary expense 1.561.148 3.764.059 -2.202.910 -58,52%
200 Extraordinary income (loss) -225.132 -226.755 1.623 -0,72%
210 Variations in general banking risk reserves (+/-) 1.336.016 3.537.304 -2.201.288 -62,23%
220 Taxation for the year = = = =
230 Income (loss) for the period -181.998 -77.224 -104.774 135,67%
240 Net income (loss) for the period -1.499.078 649.135 -2.148.213 330,93%

215 @
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Guarantees and commitments

CODE ITEMS 31/12/2021 31/12/2020 CHANGE
Absolute %

10 Guarantees issued 9.532.640 11.672.947 -2.140.307 -18,34%

a) Acceptances 48.948 121.667 -72.719 -59,77%
© botherguaamees oas3602 11551280 067588 17,90%

20 Commitments 17.984.294 5.768.898 12.215.396 211,75%

a) For certain use 14.503.935 - 14.503.935 -
P OfWhIChﬁnanCIal mstruments ................................................... _ ....................... _ ....................... _ ....................... _
© bForuncentainuse 2170497 3502008 s ~30,58%
B ofWhIChﬁnanCIal mstruments ................................................... _ ....................... _ ....................... _ ....................... _
- O Othercommitments 1300862 216830 -s66.968 ~39,83%

30 Total 27.516.934 17.441.845 10.075.089 57,76%
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Deposits and loans to customers
DEPOSITS / LOANS 31/12/2021 31/12/2020 CHANGE
Absolute %
Amounts due from customers 344.495.312 373.810.846 -29.315.535 -7,84%
Coverage 17,01% 18,07% -1,06% -5,88%
Coverage on doubtful loans 47,09% 48,86% -1,77% -3,62%
Loans/direct deposits 48,50% 54,65% -6,16% -11,27%
Direct deposits 710.362.531 683.953.698 26.408.833 3,86%
of which CD 195.251.102 207.233.579 -11.982.477 -5,78%
of which Bonds 2.400.988 2.400.988 - 0,00%
of which deposits at sight 465.917.528 433.069.296 32.848.232 7,58%
of which repos 23.545.756 27.441.068 -3.895.312 -14,20%
Indirect deposits 688.864.249 648.973.794 39.890.455 6,15%
o) Administered deposits ss8.087.625 536.956.49 2329 3,04%
of which administered funds 2.395.000 2.395.000 - 0,00%
b Menaged deposits e 10480116 osed “11,96%
of which managed funds 3.972.553 5.014.170 -1.041.617 -20,77%
of which insurance bank - - - 0,00%
O Custodianbank 150162 16112309 10431853 1674%
of which cash and cash equivalents 7.626.467 7.165.957 460.510 6,43%
Total deposits 1.399.226.780 1.332.927.492 66.299.288 4,97%

It should be noted that the data relating to the Depositary Bank Activity, for
which BAC acts as a depositary of the funds of BAC Investments SG Spa, is
an “of which” included in the administered deposits.
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Reclassified consolidated profit and loss account

CONSOLIDATED PROFIT AND LOSS ACCOUNT 31/12/2021 31/12/2020 CHANGE
Absolute %
Interest margin 10.249.216 11.118.567 -869.352 -7,82%
Net commissions 5.884.444 5.390.588 493.856 9,16%
Profits and losses from financial transactions -1.171.782 1.770.364 -2.942.145 -166,19%
Other revenues 1.445.472 1.050.842 394.630 37,55%
Brokerage income 6.158.134 8.211.794 -2.053.660 -25,01%
Net income from insurance operations 1.290.320 1.146.788 143.531 12,52%
Intermediation margin 17.697.669 20.477.150 -2.779.481 -13,57%
Personnel expenses -8.740.013 -8.998.927 258.914 -2,88%
Administrative expenses -4.858.309 -5.395.901 537.592 -9,96%
Value adjustments on tangible and intangible assets -1.313.197 -1.411.580 98.383 -6,97%
Operating expenses -14.911.519 -15.806.408 894.889 -5,66%
Operating income 2.786.150 4.670.742 -1.884.591 -40,35%
Provisions and net adjustments to receivables and risks -4.609.824 -5.925.687 1.315.863 -22,21%
Value adjustments on non-instrumental fixed assets -218.000 -1.555.999 1.337.999 -85,99%
Value adjustments on financial assets -611.422 - -611.422 100,00%
Extraordinary income 1.336.016 3.537.304 -2.201.288 -62,23%
Income taxes for the year -181.998 =77.224 -104.774 135,67%
Net income for the year -1.499.078 649.135 -2.148.213 -330,93%
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Aggregate data of the banking group and
San Marino banking system
- market share as of 31/12/2021-

DESCRIPTION System aggregate data A?r?;ig::f g::: p°f Group market share vs
31/12/2021 31/12/2021 31/12/2021

Main asset items

Loans 2.174.970 414.914 19,08%
of which non-performing loans (gross of value adjustments) 535.438 95.073 17,76%

Bonds and debt securities 1.140.320 207.634 18,21%

Interests and equity securities 251.432 121.579 48,35%

Deposits

Direct deposits 3.614.311 710.363 19,65%
of which deposits to customers at sight 2.230.188 465.918 20,89%
of which certificates of deposit 972.375 195.251 20,08%
of which bonds 63.819 2.401 3,76%

Indirect deposits 1.900.684 696.491 36,64%
of which administered securities 1.358.806 555.693 40,90%
of which classical asset managements 380.893 5.254 1,38%
of which depositary bank activities 160.986 135.544 84,20%

Total deposits 5.514.995 1.406.853 25,51%

Deposits and interbank loans

Credits vs banks 620.874 189.222 30,48%

Debts vs banks 3.725 1.629 43,74%

Shareholders’ equity and total assets

Shareholders’ equity 276.699 86.757 -

Total assets 4.134.869 1.099.375 -

Operating indicators

loans / direct deposits 60,18% 58,41% -

Gross non-performing loans / gross loans 24,62% 22,91% -

Shareholders’ equity / total assets 6,69% 7,89% -

San Marino, 03/05/2022

The Chairman
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