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PusLIc DiScLOSURE OF STATUS AT 31 DEcemBER 2020

Scope of Application

The Equita Group comprises

- Equita Group S.p.A. (hereinafter also referred to as “the Parent Company”)

- Equita SIM S.p.A. (hereinafter also referred to as “the SIM”), a company authorized to provide
investment services;

- Equita Capital SGR S.p.A., formed in 2019, a company authorized to provide collective asset
management services, which includes the Group’s alternative asset management activities;

- Equita Partecipazioni S.r.l., vehicle used to list the “SPACs” (Special Purpose Acquisition Company) EPS
SPAC 1 and EPS SPAC 2;

- Equita Investimenti S.p.A., formerly EPS SPAC 2 (held 85% by Equita Group S.p.A.);

- Equita K Finance, a company specialized in M&A Advisory for small and medium-sized enterprises
acquired in July 2020 (held 70% by Equita Group S.p.A.).

Equita Group has been registered in the Register of Brokerage or SIM Groups since 10/11/2017.

The Parent Company has been listed on Borsa Italiana S.p.A.’s MTA market, in the STAR segment, since
19/10/2018.

Equita Group S.p.A.’s main corporate purpose is the acquisition of holdings or interests in other companies,
entities or businesses, as well as the technical, administrative and financial coordination of the investees falling

within the scope of this activity and/or, at any rate, belonging to the same group.
The corporate structure of Equita Group at 31 December 2020 is shown below:

EQUITA GROUP: Corporate Structure

Equita Group

S.p.A.
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Equita SIM (hereinafter also referred to as “the SIM”) is authorized to provide investment services including:

- proprietary trading (Registration Approval n. 11761 of 22/12/1998)

- client order execution (Registration Approval n. 11761 of 22/12/1998)

- firm commitment underwriting and/or placement of issues (Registration Approval n. 11761 of 22/12/1998)
- placement of issues without a firm commitment (Registration Approval n. 11761 of 22/12/1998)

- order receipt and transmission (Registration Approval n. 13227 of 07/08/2001)

- portfolio management subject to the following operating restrictions: client liquidity and financial
instruments must not be held and the company must not assume any risks (Resolution n. 14909 of
15/02/2005)




- investment advisory (Legislative Decree n. 164 of 17/09/2007)

In addition to investment services, the SIM may provide the public with the ancillary services envisaged under
Legislative Decree 58/1998, and carry out related and instrumental activities permitted under the primary and
secondary regulations in force, including the marketing of research and/or information on investments and/or
markets, including electronically.

Equita Capital SGR hereinafter also referred to as “the SGR”) was authorized to provide the following services:
- NON-UCITS collective asset management;

- UCITS collective asset management;

- ELTIF collective asset management;

- Investment advisory;

- Portfolio management.

In addition to the above, the SGR may provide the public with the ancillary services envisaged under Legislative
Decree 58/1998, and carry out related and instrumental activities permitted under the primary and secondary
regulations in force, including the marketing of third-party UCITS units.

The regulations governing the Groups of SIMs provide for mandatory disclosures relating to capital adequacy,
risk exposure and the main features of the systems used to identify, measure, monitor and manage risks, as
well as on remuneration practices and policies ("public disclosure" or “Pillar 3").

These disclosure obligations are fulfilled in this report which is updated and published each year. All of the
qualitative and quantitative information deemed relevant pursuant to these regulations is provided below.
More in detail, a description of the risk management objectives and policies is provided in the section “Risk
Management Objectives and Policies”, while detailed information about each specific risk is provided in
dedicated sections.

Information about the types of risk to which the Group is exposed can also be found in the notes to the 2020
Consolidated Annual Report, in accordance with applicable law.

The information appearing in this Disclosure refers to the area of prudential consolidation, i.e. the group of
entities subject to consolidation for supervisory purposes. In this regard, the subsidiaries were fully
consolidated at 31 December 2020, in accordance with Article 18(1) of the CRR based on which “the entities,
financial holding companies and mixed financial holding companies who must comply with section 1 of this
chapter on the basis of their consolidated situation shall carry out a full consolidation of all institutions and
financial institutions that are its subsidiaries”.

This Public Disclosure is available on Equita Group S.p.A.’s website www.equita.eu. All the amounts shown in
the tables below are expressed in Euros, unless otherwise indicated.




Risk Management Objectives and Policies (Art. 435 and Art. 436 CRR)

In order to manage the risks to which it might be exposed, the Group puts in place appropriate corporate
governance mechanisms, as well as management and control systems, that are formalized in the context of the
corporate procedures and the ICAAP - ILAAP process. The primary responsibility for the latter lies with the
Parent Company’s corporate bodies. More in detail, the bodies party to this process include the Board of
Directors, the Chief Executive Officer and the Board of Statutory Auditors. In order to cover every facet of the
Group's activities, risk identification activities are carried out by these bodies together with the subsidiaries.

The Board of Directors:

- defines and approves general process guidelines;

- ensures that the process is updated to reflect any significant changes in the strategies, organizational
structure and the operating environment in a timely manner;

- promotes full use of ICAAP data for strategic purposes and receives periodic reports on key risk indicators
that could affect business decisions.

The Chief Executive Officer is in charge of implementing the process used to calculate total internal capital,

ensuring that it complies with the strategic guidelines defined by the Board of Directors and meets the

following requirements:

- takes all relevant risks into account;

- incorporates forward looking assessments;

- uses appropriate measurement and stress testing methods;

- isunderstood and shared with the internal structures;

- is properly formalized and documented;

- is carried out with due regard for the roles and responsibilities assigned to the functions and corporate
structures by the Board of Directors.

The Board of Statutory Auditors oversees the compliance of the entire ICAAP - ILAAP process, as well as the risk
management and control system, with regulations. In performing its functions, the Board of Statutory Auditors
makes use of all the organizational structures that have a control function, Internal Audit above all. In
performing controls, the Board of Statutory Auditors assesses any anomalies that may point to malfunctions of
the bodies in charge.

The corporate structures most involved in the process are listed below:

- The internal Work Group, comprised of Risk Management, Compliance and the Financial Department
which, on behalf of the Chief Executive Officer, identifies the range of risks to which the Equita Group is or
could be exposed to and assists in the preparation and formalization of the ICAAP - ILAAP Report;

- Risk Management is in charge of implementing most phases of the risk identification process, making use
of the data and information made available by the other corporate divisions (including the Finance
Department), and for defining the methods and tools used to identify, measure, assess, control, manage
and mitigate significant risks. It also determines the scenarios for each risk category to be used when
carrying out sensitivity analyses and stress tests;

- The Finance Department manages liquidity risk by checking the available cash position and the company’s
needs daily, oversees supervisory reporting, prepares long-term plans and the budget while determining
the impact on capital and liquidity requirements;

- Internal Audit performs regular audits of the process used to assess internal capital adequacy and make
public disclosures, identifying any areas in need of improvement in the annual report on the ICAAP - ILAAP
process, which is submitted to the Board of Directors.

Equita Group S.p.A. has appointed a “Risk Manager”. The Risk Manager carries out his duties autonomously
and independently and is not subject to reporting lines and hierarchical constraints with respect to the areas of
activity being assessed. The Risk Manager is tasked with monitoring compliance with the approved limits.




In the risk assessment phase, the following were taken into consideration:
- Equita Group’s core business;

- the relevant markets;

- theinclusion of Equita SIM and the Parent Company in Class 3.

The risks are broken down in three sub-categories:
- measurable risks — namely those for which the Group has methods in place (either regulatory or
judgmental) for calculating internal capital;

- risks subject to quantitative limits - for which monitored regulatory or internal operating limits are in place;
- unmeasurable risks - for which the Group has assessment and management policies in place.

In these last two instances, the Group does not quantify internal capital absorbed.

The risks that have been assessed and could potentially impact the Group are shown below.

Pillar 1 risks Pillar 2 risks

Market risk Liquidity risk
Credit and counterparty risk Interest rate risk
Operating risk Concentration risk

Reputational risk
Strategic risk
Leverage risk
Behavioral risk
IT risk

Money laundering (AML) and terrorist financing risk

With regard to Pillar 1 risks, the Group quantifies capital requirements using the methods envisaged in the
relative regulations. Specifically, the Group adopts the standardized method for credit risk and market risk, and
the Basic Indicator Approach (BIA) for operating risk

Below is a summary of the capital adequacy ratios at 31 December 2020.

Own funds — breakdown Amount

Common equity Tier 1 capital before regulatory adjustments 75.174.254
Total deductions (31.958.166)
TOTAL OWN FUNDS 43.216.088
Internal capital allocated for Pillar 1 risks

Market risk (including exchange risk) 4.274.500
Credit and counterparty risk (including settlement risk) 3.449.027
Operating risk 9.265.548
TOTAL INTERNAL CAPITAL ALLOCATED 16.989.075
Capital adequacy ratios

Own funds ratio 20,35%

The Group’s risk management measures implemented ensure that the risks taken are aligned with the
company’s strategy and that the overall risk profile associated with the company’s strategy remains low.

In accordance with Art. 92 of CRR, in addition to Pillar 1 capital ratios Equita Group must also maintain a capital
conservation buffer of 2.5% and a counter-cyclical capital buffer which must be recalculated each quarter
(0.03% at 31/12/20). Equita Group is also subject to other Pillar 2 requirements as per the Supervisory Review
and Evaluation Process (SREP).




Equita Group’s Requirements CET1 T1 (o]3

Pillar 1 4,5% 6,0% 8%
Pillar 2 0,56% 0,75% 1%
TSCR (Total SREP Capital Requirement) 5,06% 6,75% 9%
0, 0, 0,
Capital conservation buffer 2,5% 2,5% 2,5%
Counter-cyclical capital buffer 0,03% 0,03% 0,03%
7,59% 9,28% 11,53%

OSCR (Overall SREP Capital Requirement)

Objectives, management policies, systems, tools and processes to control and mitigate Pillar 1 risks

The tools used to control and mitigate the main risks identified based on the outcome of the above process are
described below.

MARKET RISK: the risk that losses will be recorded by the trading book (financial instruments traded linked to
positions, as well as for trading and dealing purposes) due to adverse changes in risk factors (interest rates,
volatility, prices, exchange rates).

At the assessment date, the Parent Company had no significant trading positions so the measurement of
market risk and the description of the controls/procedures in place relate to the subsidiary Equita SIM. The
latter combines the calculation of regulatory capital ratios with a model used to manage and gauge the market
risks described in the Corporate Procedures Manual which involves the Company’s entire management
structure and contains the operating limits approved by the Board of Directors. A “Risk Committee” has also
been formed to assist the Chief Executive Officer in defining limits and managing specific situations involving
the unwinding of positions which exceed both operating limits and risk management thresholds. Risk
Management is tasked with verifying compliance with the limits. Activities on regulated markets account for
almost all of the SIM's activities.

CREDIT AND COUNTERPARTY RISK: Credit risk is the risk of loss due to default of debtors on risk assets other
than those in the regulatory trading book. Assets deducted from own funds do not represent risk assets.
Counterparty risk is the risk of default by the counterparty to a transaction before final settlement of the
transaction. It relates to positions in both the trading book and investment book.

Credit and Counterparty Risk applies mainly to activities carried out by the SIM, unless specified otherwise in
the section dedicated to this type of risk. For calculation and monitoring purposes, the Group follows the
indications provided by the Supervisory Authority and applies the standardized method. In order to manage
counterparty risk, the SIM has also adopted an authorization procedure for transactions carried out on behalf
of third parties. Based on the procedure each client is assigned an operating ceiling used to monitor the risk
calculated on a daily basis. The ceiling (divided into three levels) is set at the Client level and is assigned when
the relationship is entered into. Reports that flag limit breaches are submitted by the Risk Manager to the Risk
Committee at the first available meeting. In this regard, this Committee has, inter alia, the additional task of
reviewing, modifying or revoking the ceilings assigned to each client, as well as assessing the regular reports on
the control of the limits set and examining situations specific to each client.

The SIM also adopted a procedure for purchases of OTC options, although no such transactions were recorded
in 2020.




OPERATING RISK: the risk of incurring losses as a result of inadequate or malfunctioning procedures, human
resources and internal systems, or of external events. This risk includes legal risk, but excludes strategic and
reputational risks.

The Parent Company monitors operating risk in accordance with the guidelines provided by the Supervisory
Authority and calculates the ratio using the Basic Indicator Approach (BIA) method.

The SIM has adopted procedures which define the tasks and responsibilities of each corporate function,
regulating the activities and controls to put in place for the various business divisions which helps to safeguard
the mitigation of operating risks.

With regard specifically to Equita Group S.p.A., the documents which have been approved and define the policy

and procedures used to mitigate the risk in question include:

- Code of Conduct for Internal Dealing: the code the Code regulates the disclosure obligations of Relevant
Persons and Closely Associated Persons with respect to the Parent Company, as well as the disclosure
obligations of the same parties and the Parent Company with respect to CONSOB and the public;

- Procedure for the handling of insider information, as well as the creation and maintenance of the Register
of Insiders;

- Procedure for Related Party Transactions: this procedure governs the process used to identify, approve
and manage the related party transactions carried out by the Group;

- Group Code of Conduct: this document identifies and refers to the standards to be adhered to by all those
working for Group companies;

- Remuneration Policy: this policy defines the standards to be used when determining the remuneration of
the Group’s employees;

- Legislative Decree 231/2001 Organizational and Management Model;

- Anti-Money Laundering Policy.

The SIM’s procedures also include the following documents:

- the Corporate Procedures Manual, which identifies operating procedures and governs the activities related
to investment services;

- the Management Policy for Conflicts of Interest, which governs the management of significant conflicts of
interest when providing investment and ancillary services;

- the Anti-Money Laundering Policy, which informs employees, particularly those directly involved in
rendering investment services, of the anti-money laundering procedures put in place by the Company;

- Legislative Decree 231/2001 Organizational and Management Model.

The Group carried out a self-assessment of operating risks by conducting interviews, filling out questionnaires
and comparing the results obtained with the accounts.

Corporate Governance

Pursuant to the bylaws in effect at 31 December 2020, the Parent Company is managed by a Board of Directors
comprised of 7 (seven) to 11 (eleven) members. All the directors must satisfy the requirements of eligibility,
professionalism and integrity provided by law and other applicable regulations. At least 2 (two) directors, in the
case of a Board comprised of 7 (seven) members or 8 (eight) members, or 3 (three) directors, in the case of a
Board composed of between 9 (nine) and 11 (eleven) members, must qualify as independent as per Article 148,
paragraph 3, of TUF and referred to in Article 147-ter, paragraph 4, of TUF.

The directors are appointed for a term of 3 (three) years, or for a period which, at any rate, does not exceed 3
(three) years, as determined at the time of appointment, and are eligible for re-election. The directors’ term of
office expires on the date of the Shareholders' Meeting called to approve the financial statements for the last
year of their term, except in the instances of termination and revocation envisaged by law and the bylaws.




The members of the Board of Directors are appointed on the basis of lists submitted by the shareholders, in
accordance with the provisions of Article 13 of the Bylaws.

Only candidates who fulfill the legal and regulatory requirements for integrity and professionalism may be
included in the list. The Board of Directors must verify that its members meet these requirements.

The current Board, which was appointed based on the lists submitted by shareholders during the Shareholders’
Meeting held on 7 May 2020, comprises seven members. The only member who was not appointed based on
the list procedure is Marzio Perrelli as he was coopted by the Board on 17 December 2020 after Massimo
Ferrari tendered his resignation.

The number of assignments — in addition to those held in Equita Group S.p.A.- as director of Italian and foreign
companies held by each of Equita Group S.p.A.’s directors, updated at 31 December 2020, are shown below.

Francesco Perilli 3
Andrea Attilio Mario Vismara 5
Michela Zeme 2
Silvia Demartini 9
Paolo Colonna 15
Sara Biglieri 0

Marzio Perrelli

On 20 July 2017, Equita Group’s Board of Directors resolved to form a Risk and Control Committee and approve
the related Regulations, which were drawn up on the basis of the provisions of Bank of Italy Circular 285.

The Risk and Control Committee met 7 times in 2020 and reported on its activities, which related mainly to
providing advisory support, to the Board of Directors at the first available meeting. The Committee also
presented the first half-year report on its activities during the meeting held on 10 September 2020 and a
second half-year report during the meeting held on 17 March 2021.




Own funds (Art. 437)
The Own Funds of regulated institutions, governed by Part Two of CRR Regulation 575/2013, comprise:

1) Tier 1 capital
a. Common Equity Tier 1 —CET1
b. Additional Tier 1 capital —AT1
2) Tier 2 capital - T2

At 31 December 2020, share capital amounted to €11,376,345, consisting of 50,000,000 shares without a
stated par value.

Group’s shareholder base

% Share Capital

Shareholders m # Voting rights

Management

& employees 27.556.707 53.502.606
Own shares 4.059.802 4.059.802
Float 18.607.691 19.676.691
Total 50.224.200 77.239.099

% Voting rights

Note: figures at 17 March 2021
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The reconciliation between the balance sheet used for calculating own funds and regulatory own funds in
accordance with Annex | of Implementing Regulation (EU) no. 1423/2013 of 20/12/2013 is shown below?.

The difference between the reserves recognized in the financial statements and those contributed by Own
Funds stems from a reserve which need not be calculated for regulatory purposes and the portion of equity

pertaining to non-controlling interests.

Statutory financial Regulatory financial Contribution to Own
Statement of financial position items statements statements Funds
110. Share capital 11.376.345 11.376.345 11.376.345
140. Share premium reserves 18.198.319 18.198.319 18.198.319
150-160. Reserves and valuation reserves 47.272.448 45.599.590 45.599.590
e ite SRREADIERE el atel 76.847.112 75.174.254 75.174.254
adjustments
Other balance sheet items (4.059.802) (4.059.802) (4.059.802)
120. Treasury shares (4.059.802) (4.059.802) (4.059.802)
Assets (27.523.570) (27.523.570) (27.523.570)
90. Intangible assets (27.523.570) (27.523.570) (27.523.570)
Other items 189.547
Deferred tax liabilities associated with other
intangible assets 663.948
Value adjustments due to prudent valuation (474.401)
Non-material investments in financial companies
pursuant to Art. 36(1)(h) (564.340)
Total CET1 and total Own Funds 43.216.088

1 The differences between this disclosure and the data appearing in the consolidated financial statements stem from the different scope
identified by IAS/IFRS rules and those of prudential consolidation underlying this disclosure.
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The main features of the capital instruments provided in accordance with Annex Il of Implementing Regulation
(EU) no. 1423/2013 of 20/12/2013 are provided below:

1 lIssuer Equita Group S.p.A
2 Unique identifier IT0005312027
3 Governing law of the instrument Italian

O 00 N O

9a
9b
10
11
12
13
14
15
16

17
18
19
20a
20b
21
22
23
24
25
26
27
28
29
30
31
32
33

34
35

36
37

Applicable regulations

Transitional provisions of the CRR
Post-transitional provisions of the CRR

Eligible at the level of single institution/(sub-)consolidation/single institution and

(sub-consolidation)

Type of instrument

Amount recognized in regulatory capital

Notional amount of the instrument

Issue price

Redemption price

Accounting method

Original issue date

Perpetual or dated

Original maturity date

Issuer call subject to prior supervisory approval

Optional call date, contingent call dates and redemption amount
Subsequent call dates, if applicable

Coupons/dividends

Fixed or floating rate dividends/coupons

Coupon rate and any related index

"Dividend stopper" mechanism

Fully discretionary, partially discretionary or mandatory (in terms of timing)
Fully discretionary, partially discretionary or mandatory (in terms of amount)
"Step up" or other redemption incentive

Noncumulative or cumulative

Convertible or non-convertible

If convertible, conversion trigger (s)

If convertible, fully or partially

If convertible, conversion rate

If convertible, mandatory or optional conversion

If convertible, specify type of instrument convertible into

If convertible, specify the issuer of the converted instrument
Write-down features

If write-down, write-down triggers

If write-down, partial or total

If write-down, permanent or temporary

If temporary write-down, description of write-up mechanism
Position in subordination hierarchy in liquidation (specify instrument type
Non-compliant transitioned features

If yes, specify non-compliant features

Common Equity Tier 1

Common Equity Tier 1

Single institution
Ordinary shares - Art. 28 CRR
11.376.345
N/A
N/A
N/A
Equity
N/A
Perpetual
N/A
N/A
N/A
N/A

Floating
N/A
N/A

Fully discretionary
Fully discretionary
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
No
N/A

12



A summary of own funds as per Annex IV of Implementing Regulation (EU) no. 1423/2013 of 20/12/2013 is
provided below; immaterial items are excluded.

16

18

28

29
44
45
58
59
60

61

62

63

64

65
66

68

72

75

Common Equity Tier 1: instruments and reserves (in Euros)

Capital instruments and related share premium reserves

of which: instrument type 1

Retained earnings

Accumulated other comprehensive income (and other reserves)

Common Equity Tier 1 capital before regulatory adjustments
Common Equity Tier 1 capital before regulatory adjustments (negative amount)

Intangible assets (net the relative tax liabilities) (negative amount)

Own CET1 instruments held directly or indirectly by the institution (negative amount)

Direct and indirect holdings by the institution of Common Equity Tier 1 instruments of
financial sector entities, where the institution does not have a significant investment in
those entities (amount above 10% threshold and net of eligible short positions) (negative
amount)

Total regulatory adjustments to Common Equity Tier 1 (CET1)

Common Equity Tier 1 (CET1)
Additional Tier 1 capital (AT1)
Tier 1 capital (T1 = CET1 + AT1)
Tier 2 capital (T2)

Total capital (TC=T1 + T2)

Total risk-weighted assets

Common Equity Tier 1 (as a percentage of the total risk exposure amount)
Tier 1 capital (as a percentage of the total risk exposure amount)

Total capital (as a percentage of the total risk exposure amount)

Institution-specific capital buffer requirement (CET1 requirement in accordance with
Article 92(1)(a), plus capital conservation and countercyclical buffer requirements, plus
systemic risk buffer, plus G-Sll or O-Sll buffer, as a percentage of the risk exposure
amount)

of which: capital conservation buffer requirement
of which: countercyclical buffer requirement

Common Equity Tier 1 available to meet buffers (as a percentage of the risk exposure
amount)

Immaterial direct and indirect holdings in financial sector entities (amount below 10%

threshold and net of eligible short positions)

Deferred tax assets arising from temporary differences (amount below 10% threshold, net
of the relative tax liabilities where the conditions set out in Article 38 (3) are met)

29.574.664

29.574.664
19.228.465

26.371.125

75.174.254
(474.401)

(26.859.622)

(4.059.802)

(564.340)

(31.958.166)

43.216.088

43.216.088

43.216.088
212.363.433

20,35%

20,35%

20,35%

7,59%

2,50%
0,03%

12,76%

4.942.383

916.674
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Capital requirements (Art. 438 CRR)

Due to the size and complexity of its operations the Group qualifies as Class 3. This category includes entities
that adopt standardized methods, with assets equal to or less than €4 billion.

Equita Group S.p.A. uses the methods envisaged in the regulations, as well as qualitative assessments, to
determine Pillar 1 capital requirements. Specific organizational controls are used to determine “unmeasurable”
Pillar 2 risks. Total internal capital is determined by aggregating the capital requirements using the building
block approach and addresses the adequacy of the assumptions underlying the business plan. Consolidated
capital adequacy ratios are monitored daily, as are those of the subsidiary Equita Sim.

The capital requirements at 31 December 2020 are summarized below.

Risk class Risk weighted assets (RWAs) Capital requirement
Credit and counterparty risk 43.085.712 3.446.857
Exposure to governments 2.291.684 183.335
Exposure to institutions 7.838.208 627.057
Exposure to corporates 14.241.036 1.139.283
Other exposures 7.895.231 631.618
Exposure in default 1.978.359 158.269
Retail exposure - -
Exposure to UCITs 8.422.400 673.792
Exposure to equity securities 418.794 33.504
Position risk 50.196.677 4.015.734
Concentration risk - -
Settlement risk 27.125 2.170
Exchange risk 3.234.570 258.766
Operating risk 115.819.349 9.265.548
Total RWA 212.363.433 16.989.075
Common Equity Tier 1 43.216.088

CET1/RWA ratio 20,35%

Tier 1 capital 43.216.088

Tier 1 capital/RWA ratio 20,35%

Total own funds 43.216.088

Own funds/RWA ratio 20,35%
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Exposure to credit and counterparty risk (Art. 439, 442 and 453 CRR)

At the date of this assessment, Equita Group’s exposure to credit and counterparty risk stems mainly from:
e available cash in current accounts and receivables for services rendered by Group companies;
e Equita SIM’s exposure to margin deposits with settlement houses and a loan granted to a corporate
counterparty for margin on derivatives;

e Group exposures to UCITs.

The methods used to determine the internal capital requirement for the Group’s exposure to credit and

counterparty risk are in line with those prescribed in current regulations.

The Group's exposure to credit risk is measured using the standardized method. The Group has also adopted a
procedural system for determining operating limits.

Counterparty risk is measured using the following methods:

- Over The Counter (OTC) derivatives: current value method;

- Securities Financing Transactions (SFTs): comprehensive method with supervisory adjustments;
- Long-term settlement transactions: current value method.

No "OTC" financial derivatives were stipulated in 2020.

The definitions of “impaired” and “past due” used for accounting purposes match those used for supervisory
purposes.

Equita Group adopted "IFRS 9" (International Financial Reporting Standard 9) issued by the International
Accounting Standards Board (IASB), which replaces IAS 39 "Financial Instruments: Recognition and
Measurement", as of 1 January 2018.

The (trade) receivables book is assessed quarterly based on which a general value adjustment is determined.
The impact of the first-time adoption (on equity) of the new standard amounted to approximately -€197
thousand. Net adjustments of receivables amounted to approximately €100 thousand at 31 December 2020.
No specific value adjustments were necessary in 2020.

In order to limit the exposure to its settlement bank, general member and clearing agent, the SIM has entered
into a funded credit protection agreement in accordance with applicable law.

Based on the agreement, credit and debt items may be netted in the event of default by the bank due to
insolvency, liquidation or any other circumstance envisaged, so that the SIM has the right to receive or the
obligation to pay the net amount.

The calculation of credit and counterparty risk at 31 December 2020 is summarized below.

Credit and counterparty risk Unweighted amount Risk weighted assets (RWAs)

Cash risk assets 65.864.679 39.425.629
Exposure to governments 4.333.770 2.291.684
Exposure to institutions 31.320.522 6.264.105
Exposure to corporates 13.815.736 13.815.736
Retail exposure -
Exposure in default 1.318.906 1.978.359
Other exposures 7.895.231 7.895.231
Exposure to UCITs 6.761.720 6.761.720
Exposure to equity securities 418.794 418.794
Guarantees issued and commitments to disburse funds 4.329.745 2.172.127
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Exposure to institutions 621.172 124.234

Exposure to corporates 387.213 387.213
Exposure to UCITs 3.321.360 1.660.680
SFT Transactions 7.287.432 1.487.956
Exposure to entities 7.249.345 1.449.869
Exposure to enterprises 38.087 38.087
Total 77.481.856 43.085.712
Settlement risk 27.125

Exposures are mainly to Italy (82.2%) followed by EU (13%) and non-EU (4.2%) countries, almost all of the latter
pertains to Zone A countries.

Capital buffers (Art. 440 CRR)

Equita Group must determine a countercyclical capital buffer which at 31/12/2020 amounted to approximately
€58,000. The exposures, broken down by country, are shown below.
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31.12.2020
OWN FUNDS REQUIREMENTS

EXPOSURES

WEIGHTING
OF WHICH: FACTORS OF
EXPOSURES IN THE OF WHICH: CREDIT IN THE REQUIREMENTS
GENERIC CREDIT TRADING EXPOSURES NEGOTIATION OF FUNDS ANTICYCLIC
COUNTRY EXPOSURES PORTFOLIO GENERIC PORTFOLIO OWN COEFFICIENT
ARGENTINA - 186 - 15 15 0,00% 0,00%
BRAZIL - 444.835 - 35.587 35.587 0,00% 0,00%
CANADA - 762.000 - 60.960 60.960 0,00% 0,00%
ISLANDS CAYMAN - - - - - 0,00% 0,00%
CHINA - - - - - 0,00% 0,00%
FINLAND - - - - - 0,00% 0,00%
FRANCE 73.363 1.136.805 5.869 144.595 150.464 0,00% 0,00%
GERMANY - 250.353 - 20.028 20.028 0,00% 0,00%
GREECE - 454 - 36 36 0,00% 0,00%
GUERNSEY C.1. - - - - - 0,00% 0,00%
IRELAND 6.277 - 502 - 502 0,00% 0,00%
ISRAEL - 34.434 - 2.755 2.755 0,00% 0,00%
ITALY 26.117.170 14.064.331 2.089.374 1.151.777 3.241.151 0,00% 0,00%
LUXEMBOURG 5.023.107 753.472 401.849 96.188 498.037 0,03% 0,25%
MALTA 11.934 - 955 - 955 0,00% 0,00%
MEXICO - 571.952 - 45.756 45.756 0,00% 0,00%
NETHERLANDS 105.000 2.574.128 8.400 205.930 214.330 0,00% 0,00%
PERU' - - - - - 0,00% 0,00%
PRINCIPALITY OF MONACO 17.567 - 1.405 - 1.405 0,00% 0,00%
UK 237.222 101.454 18.978 8.116 27.094 0,00% 0,00%
RUSSIA - 26.128 - 2.090 2.090 0,00% 0,00%
SAN MARINO 1.642 - 131 - 131 0,00% 0,00%
SPAIN 2.500 41.912 200 3.353 3.553 0,00% 0,00%
UNITED STATES 1.381 550.348 111 66.123 66.234 0,00% 0,00%
SWISS 1.358.656 808.732 108.692 64.699 173.391 0,00% 0,00%
VENEZUELA - 96.010 - 7.681 7.681 0,00% 0,00%
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Unencumbered assets (Art. 443 CRR)

The main types of encumbered assets at 31 December 2020, include:

- assets with the settlement bank;

- securities lending transactions;

- margins at settlement houses for proprietary and third-party trading.

The amounts of the encumbered and unencumbered assets are broken down below.

31 December 2020

Carrying amount of Fair value of the

Carrying amount of

Fair value of the

the encumbered the unencumbered unencumbered
encumbered assets
assets assets assets
10 40 60 90
10 Assets of the 185.387.171 100.368.277
reporting entity
30 Equity securities 13.098.743 13.098.743 14.755.040 14.755.040
40 Debt securities 1.779.855 1.779.855 14.113.765 14.113.765
120 Other assets 170.508.573 71.499.471

31 December 2020

Fair value of encumbered
collateral received or own
debt securities issued

Fair value of collateral
received or own debt
securities issued available
for encumbrance

10 40
130 CoIIate:raI rec.elved by the 22.168.830 i
reporting entity
150 Equity securities 0 -
160 Debt securities 13.677.345 -
230 Other collateral received 8.491.485 -
Own debt securities issued
240 other than covered bonds or 0 -

ABS

31 December 2020

Matching liabilities, contingent

liabilities or securities lent

10

Assets, collateral received and
own debt securities issued
other than covered bonds and
encumbered ABS

30

Carrying amount of selected

financial liabilities 213.169.583

207.556.001




Exposure to market risk (Art. 445 CRR)

Equita Group S.p.A.'s uses the standardized method to calculate market risk capital requirements.
The requirements at 31 December 2020 are shown below.

31 December 2020

Risk class Risk weighted assets (RWAs) Capital requirement
Debt securities position risk 9.516.297 761.304
Equity securities position risk 38.375.595 3.070.048
UCITs position risk 2.304.785 184.383
Exchange risk 3.234.570 258.766

Total 53.431.247 4.274.500

Operating risk (Art. 446 CRR)

The Group calculates operating risk capital requirements using the Basic Indicator Approach (BIA) based on
which the exposure is determined by applying a fixed percentage of 15% to the year-end average of the
relevant indicator measured.

In 2020, the amount calculated using the method above came to €9,265,548.

Equity exposures not included in the trading book (Art. 447 CRR)

Exposure to equity securities not included in the trading book amounted to €418,794at 31 December 2020.
These exposures have been recognized for €351,527 under "Financial assets to be measured at fair value" and
for €67,267 under “Equity investments”.

Upon initial recognition, these assets are recognized at fair value and, in accordance with the IFRS, any changes
in value recorded at the end of each reporting period are recognized in the income statement.

Exposure to interest rate risk on positions not included in the trading book (Art. 448 CRR)

The Group’s financial position is characterized by deposits and receivables/payables related strictly to its
operations which have a limited residual life. Most of the financial instruments in the portfolio at 31/12/20
pertain to the trading portfolio. The impact on this portfolio of changes in interest rates is included in the
calculation for market risk capital requirements.

The financial instruments included in the banking book at 31/12/2020 refer to UCITs, floating rate notes for
which the rate is redetermined each year and a BTP with a maturity of more than one year.

The Group’s largest payable is with its Agent Bank, followed by the amounts repayable within a year on loans
granted due to the redetermination of the interest rate and lease payments due in less than one year.

The process of measuring interest rate risk on positions not included in the trading book takes place on an
annual basis when the ICAAP - ILAAP Report is prepared, calculated in accordance with the provisions of Annex
C-bis of Circular 285/2013.
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Remuneration policy (Art. 450 CRR)

The Parent Company has prepared the documents relating to the remuneration and incentive policy and has
formalized the operation of the Remuneration Committee, appointed by the Board of Directors and comprised
of three directors. The documents identify the key personnel and regulate their remuneration, with specific
regard to the criteria used to determine the variable component.

The role of the bodies and corporate functions is described below:

a) Shareholders' Meeting: approves the Remuneration Policy and any incentive plans based on financial
instruments; the Shareholders' Meeting receives information on the policies to adopt, as well as
information on how the remuneration policies have been implemented

b) Board of Directors: prepares and submits the remuneration policy to the Shareholders' Meeting, reviews it
at least once a year and is responsible for its correct implementation

c¢) Remuneration Committee: advises and assists the Board of Directors. The Committee meets at least once a
year;

d) the internal control functions are involved in the process of defining the Remuneration Policy in order to
ensure its effectiveness and to preserve the independent judgement of the functions called to perform
controls, including ex post.

With regard to identifying key personnel, the perimeter of the persons to be examined was expanded to
include persons belonging to Equita Group S.p.A.. (personnel and directors) and the subsidiaries’ risk takers.
Assessments were also made in order to understand if the latter could have a material impact on the Group’s
risk profile, consistent with the characteristics and size, as well as the risk and complexity of the activities
carried out by each business line, and taking into account the role held.

No new welcome bonuses or severance for termination were paid during the year.
The Remuneration Committee met two times during the year.

For further information on the Group’s Remuneration and Incentive Policies please refer to the Remuneration
Report published on www.equita.eu.
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Leverage (Art. 451 CRR)

The leverage ratio (expressed as a percentage) is calculated as the ratio of capital (Tier 1) and the Group’s total
exposure based on both the on- and off-balance sheet positions. More in detail:

- on-balance sheet items: total assets calculated based on the regulatory perimeter (securities, deposits,
receivables and margins);

- off-balance sheet items: credit lines, commitments, etc.

The Leverage Ratio is subject to quarterly disclosure and monitoring.

This ratio stood at approximately 16.5% at 31/12/20.

The leverage ratio, as detailed below, was calculated in accordance with EU Regulation 2016-200 of 15
February 2016, which sets out the implementing technical standards for the disclosure of the leverage ratio by
institutions pursuant to EU Regulation 575/2013.

The risk of excessive leverage is analyzed by assessing the assumptions used to calculate the ratio as part of
the broader process of assessing capital adequacy.

Capital and total exposure measure at 31 December 2020

Tier 1 capital 43.216.088

Total exposure 261.522.881

Leverage ratio 16,52%
Amounts

1 Total assets as per published financial statements 285.755.488

Adjustment for entities which are consolidated for accounting purposes but are outside
the scope of regulatory consolidation

Adjustment for fiduciary assets recognized on the balance sheet pursuant to the

3 applicable accounting framework but excluded from the leverage ratio exposure
measure in accordance with Article 429 (13) of Regulation (EU) No 575/2013)

4 Adjustments for derivative financial instruments -

Adjustment for securities financing transactions (SFTs) -

Adjustment for off-balance sheet items (i.e. conversion to credit equivalent amounts of 4.329.744
off-balance sheet exposures)
(Adjustment for intra-group exposures excluded from the leverage ratio total exposure -

UE-6a measure in accordance with Article 429(7) of Regulation (EU) no. 575/2013)
UE-6b (Adjustment for exposures excluded from the leverage ratio total exposure measure in -
accordance with Article 429(14) of Regulation (EU) no. 575/2013)
Other adjustments -28.562.311
8 Leverage ratio total exposure measure 261.522.881
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Leverage ratio common disclosure

On-balance sheet exposures (excluding derivatives and SFTs)

1 On-balance sheet items (excluding derivatives, SFTs and fiduciary assets, but including 237.500.187
collateral)

2 (Asset amounts deducted in determining Tier 1 capital) -28.562.311

3 ':Il't:‘.azl)on-balance sheet exposures (excluding derivatives, SFTs and fiduciary assets) (lines 208.937.876

Derivatives exposures
Replacement cost associated with all derivatives transactions (i.e. net of eligible cash
variation margin)
Add-on amounts for PFE associated with all derivatives transactions (mark-to-market
method)
UE-5a  Exposure determined under Original Exposure Method -
Gross-up for collateralized derivatives when deducted from the balance sheet assets

6 . . -
pursuant to the applicable accounting framework

7 (Deductions of receivables for cash variation margin provided in derivatives transactions) -

8 (Exempted CCP leg of client-cleared trade exposures) -

9 Adjusted effective notional amount of written credit derivatives -

10 (Adjusted effective notional offsets and add-on deductions for written credit derivatives) -

11 Total derivatives exposures (sum of lines 4 to 10) -

SFT exposures
Gross SFT assets (with no recognition of netting), after adjusting for sales accounting

12 transactions 48.255.261
13 (Netted amounts of cash payables and cash receivables of gross SFT assets) -
14 Counterparty credit risk exposure for SFT assets -

Exceptions for SFTs: counterparty risk exposure in accordance with Articles 429ter (4) and
UE-14a Art. 222 of Regulation (EU) no. 575/2013 -

15 Agent transaction exposures -

UE-15a (Exempted CCP leg of client-cleared SFT exposure) -

16 Total SFT exposures (sum of lines 12 to 15a) 48.255.261
Other off-balance sheet exposures

17 Gross notional amount of off-balance sheet exposures 4.329.744
18 (Adjustments for conversion to credit equivalent amounts)

19 Total other off-balance sheet exposures (sum of lines 17 and 18) 4.329.744

Exposures exempted in accordance with Article 429(7) and (14) of Regulation (EU) no. 575/2013 (on- and off-balance sheet)
(Intragroup exposures exempted (stand-alone basis) in accordance with Article 429(7) of
UE-19a Regulation (EU) No 575/2013 (on- and off- balance sheet)) -

(Exposures exempted in accordance with Article 429(14) of Regulation (EU) No 575/2013
UE-19b (on- and off-balance sheet)) -

Capital and total exposure measure
20 Tier 1 capital 43.216.088

21 Total exposures (sum of lines 3, 11, 16, 19, EU-19a and EU-19b) 261.522.881

Leverage ratio
22 Leverage ratio 16,52%
Choice of transitional arrangements and amount of derecognized fiduciary items

UE-23  Choice on transitional arrangements for the definition of the capital measure fully phased-in

Amount of derecognized fiduciary items in accordance with Article 429(13) of Regulation
UE-24 (EU) No 575/2013
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Split-up of on-balance sheet exposures (excluding derivatives, SFTs and exempted exposures)

Leverage ratio exposure

CRR
UE-1 l’z::\)lszr;:;)allz?(\fhtsft exposures (excluding derivatives, SFTs and exempted ( 23)7.500.187
UE-2 Trading book exposures 35.269.620
UE-3 Banking book exposures, of which: 202.230.567
UE-4 Covered bonds -
UE-5 Exposures treated as sovereigns 4.333.770
UE-6 Exposures to regional governments, MDB, international organizations and PSE not
treated as sovereigns

UE-7 Institutions 134.434.355
UE-8 Secured by mortgages on property

UE-9 Retail exposures -
UE-10 Corporate 19.940.163
UE-11 Exposures in default 1.318.906
UE-12 Other exposures (e.g. equity, securitizations, and other assets other than receivables) 42.203.373
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