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D INTES4. Si\NB40lD 
~ BANK LUXEMBOURG 

Development of the activity 

Directors' report 
31 December 2016 

The economic scenario of 2016 has been rather volatile and affected by several contrasting 
trends. The initial months of the year were marked by a sharp drop in oil prices, which went 
below USO 30 per barrel for the first time in 13 years, by a sharp fall of China financial 
markets worried by an impending slowdown and a potential debt bubble and by the Bank of 
Japan joining the ECB and the Swiss National Bank in "the adoption of a negative rate 
policy". 
Though some of the trends reversed during the year, with oil returning back to USO 57, 
bullish US Financial Markets following Mr. Trump election and the long expected 0.25% 
increase in USO interest rates, the first such signal after almost 10 years, the uncertainties 
surrounding the economic scenario remain high. 

Europe in particular experienced significant incertitude in the economic and political 
scenario with a combination of low growth, below target inflation and the unexpected 
outcome of the Brexit referendum in the UK. The ECB not only maintained throughout the 
year a negative interest rate policy, but also took unprecedented measures with an asset 
purchase program averaging around EUR 80 billion per month, which effectively pushed 
below zero the return of almost all EU short term government bonds, even joined by a few 
selected corporate ones. 

The generalized high liquidity and low interest rate environment, in particular in Europe, is 
also testing the ability of the banking sector to generate acceptable returns, in particular at a 
time when liquidity and capital requirements are becoming increasingly demanding. 

Despite the elements of weakness and risk indicated above, during 2016 Intesa Sanpaolo 
Bank Luxembourg S.A. (the "Bank") was able to reach a positive performance, continuing in 
the implementation of its renewed business model, strengthening its capital base and 
successfully adapting to changes in the market environment and new economic conditions. 
A description of the main changes is provided in the "Perspectives" paragraph below. 

Although 2016 results were lower than the previous year, all business units achieved a 
positive result and the activities started during the year are expected to provide a robust base 
for the sustainability of the results in the coming exercises. 

Intesa Sanpaolo Bank Luxembourg S. A . 
Siege social : 
19-21 , boulevard du Prince Henn - L-1724 Luxembourg 

Tel. :+352461411 -1 
Fax : +352 22 37 55 

E-mail : contact@intesasanpaololux.com 
R.C.S. Luxembourg B-13859 I TV.A. LU 109 676 28 
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~ BANK LUXEMBOURG 

Corporate governance 

The Bank is 99.5675% owned by Intesa Sanpaolo Holding International S.A., Luxembourg 
and 0.4325% owned by Intesa Sanpaolo S.p.A., Italy; Intesa Sanpaolo Holding International 
S.A. is itself fully owned by Intesa Sanpaolo S.p.A. ("the Parent Company"). 

As parent company of the Intesa Sanpaolo Banking Group, the Parent Company is 
responsible, pursuant to the Italian Consolidated Law on Banking, for the management and 
coordination of the companies belonging to the Banking Group and issues rules as required 
for the implementation of Bank of Italy instructions in the interest of the Group's stability. 
The Group's subsidiaries must comply with such rules. 

For the purpose of application of such rules, the Parent Company has designed reporting 
procedures between it and its subsidiaries, through which the latter refer. 

Intesa Sanpaolo Bank Luxembourg S.A. duly complies with the requirements and provisions 
set forth by its Parent Company, especially in terms of assessing effective and transparent 
financial reporting. 

The Bank is an issuer under a EUR 70 billion medium term note issuance programme on the 
Luxembourg Stock Exchange under the guarantee of the Parent Company. The notes issued 
under this programme by the Bank are of a minimum quota of EUR 100,000. 

Information on corporate governance and ownership structures in Italy is required under art. 
123-bis of the Italian Consolidated Law on Banking. In compliance with this law, the Parent 
Company produces a separate report on this matter which can be viewed in the Governance 
section of the Intesa Sanpaolo website, at www.group.intesasanpaolo.com. The Intesa 
Sanpaolo Banking Group has also adopted a Corporate Governance Code available on the 
Borsa Italiana website (under Borsa Italiana/Rules/Corporate Governance). 

In Luxembourg, the Bank has chosen Luxembourg as its origin member country and 
therefore applies CSSF circular 12/552 as subsequently amended. 

The Bank has drawn up a Corporate Governance Policy in accordance with the CSSF 
Circular 12/552 (as amended), which requires institutions to set out in writing governance 
central administration arrangements and the internal controls framework 

Risk Control 

The risk management process, developed in connection with local requirements and Parent 
Company guidelines, consists in the identification, analysis and mitigation of major risks of 
the Bank (compliance and reputational risk, market risks, liquidity risk, credit risk and 
operational risk). It includes different mitigating controls and structures. 



The Assets/Liabilities Committee monitors the financial risks incurred by the Bank. The 
Committee performs the supervision of the Bank' s investment strategies, assets/liabilities 
mismatching and the liquidity policy. Its main purpose is to ensure that the risk profiles 
remain at the sustainable limit fixed for the Bank. 
The work of the Assets/Liabilities Committee is directly supported by the Chief Risk Officer 
with the Risk Management department. 

The Compliance function identifies, assesses and controls the compliance risks by ensuring 
adherence to legal and regulatory requirements and ethical principles including AML. 

Credit risk is mainly monitored by the Credit Department on a daily basis. A monthly report 
on Credit Risk is prepared by the Chief Risk Officer with periodical reporting of the risks to 
the governance bodies of the Bank. 

The Legal Department monitors constantly the legal risks of the Bank and coordinates and 
monitors activities with external lawyers. 

The Internal Audit function evaluates the effectiveness of the Bank's risk management 
process and the Internal Control System. It performs various audit missions with relevant 
reporting of the results and residual risks of the different processes to the Bank's 
Management and Corporate bodies. 

Subsidiaries and branches 

In June 2012, the Bank transferred the ownership of Intesa Sanpaolo Private Banking 
(Suisse), Lugano, to its local shareholder, Intesa Sanpaolo Holding International S.A., 
Luxembourg, through a partial demerger. 

On 31 December 2014, the Bank held only one fully owned subsidiary, Lux Gest Asset 
Management S.A., Luxembourg, which is active as a management company for investment 
funds. 

On I February 2016 the Bank purchased the Intesa Sanpaolo S.p.A. Amsterdam Branch from 
the Group through a contribution in kind 

As a consequence, the Bank operates through its head-office located in Luxembourg-city and 
through its Branch located in Amsterdam at 31 December 2016. 

Perspectives 

As a subsidiary of Intesa Sanpaolo S.p.A., the Bank operates within the worldwide business 
strategy of the Intesa Sanpaolo Banking Group. 

During 20 16 the Bank continued in the implementation of its 2014-2017 business plan. 

The main activities completed during the year are: 



The transfer of the Amsterdam branch from the Parent Company to the Bank, effective 
as of I February 2016; 

2 The completion of implementation of a new business and organisational model in line 
with those adopted by foreign entities of the Corporate Investment Bank ("CIB") 
division of the Parent Company, which also included a change in the Authorized 
Management of the Bank and the appointment of a new Head of Corporate and Financial 
Institutions Division; 

3 The Board of Directors of the Bank in accordance with Parent Company Intesa Sanpaolo 
S.p.A. have approved an own funds strengthening of the Bank for a global amount of 
EUR 1,249,999,892.27 maximum, to be realized in several tranches through: 
• a capital increase (TIER l) of EUR 849,999,892.27 maximum to be realized in two 

tranches, the first by the end of September 2016; 
• a subordinated loan (TIER 2) of EUR 400,000,000 maximum to be granted during 

the second tranche of capital increase normally between the end of 2016 or during 
2017. 

This own funds increase is aimed at supporting the Bank's business growth during the 
next years in line with the development plan and at respecting the regulatory 
requirements. According to this, on 22 September 2016 at 11 a.m. an Extraordinary 
General Shareholders' Meeting of the Bank was held aimed at increasing the share capital 
of the Bank. More in detail the following resolutions were adopted: 
• approval of the capital increase (TIER I capital) of EUR 449,999,892.27 by issuing 

new shares (1,445 ,911) without nominal value, having the same rights and privileges 
of the existing ones; 

• acceptance of the subscription of the new shares by the shareholder Intesa Sanpaolo 
Holding International and acceptance of the full payment by a contribution in cash 
for such new shares; 

• introduction of an authorized share capital for a global amount of EUR 
1,3 89,370,555.36; 

• Amendment of article 5 of the Articles of Association of the Bank so as to reflect the 
new share capital (EUR 989,370,720.28 represented by 3, 178,983 shares) and the 
said authorized share capital (EUR l ,389,370,555.36). 

As a result of the above, and in accordance with the goals of the plan, Intesa Sanpaolo Bank 
Luxembourg S.A. promoted during the year a significant growth of its corporate lending 
activity resulting in a more diversified balance sheet structure with a reduced concentration 
on intra-group transactions, and in a larger contribution from the Corporate and Financial 
Institutions division to the overall revenues of the Bank, while at the same time maintaining 
and promoting its private/wealth management and its financial markets activities. 

Deposit Guarantee Scheme and Resolution Mechanism 

The Luxembourg Government has transposed in national law the following two European 
directives on 18 December 2015: 

• 2014/59 
• 2014/49 

which respectively established: 



• a framework for the recovery and resolution of credit institutions and investment 
firms; 

• a deposit guarantee scheme. 

The introduction of the two above mentioned directives had a direct impact on the Bank, 
which was called to contribute to the Resolution Fund paying an amount of EUR 760,921 
and to contribute to the FGDL paying an amount of EUR 60,072. 

Financial elements for 2016 

Total assets as at 31 December 2016 stood at EUR 18.0 billion (31 December 2015: EUR 
16.2 billion). 

Loans and advances to credit institutions (including balances with central banks) amounted 
to EUR 8.4 billion as at 31 December 2016, showing a decrease when compared to 31 
December 2015 (EUR 9.8 billion). Loans and advances granted to customers other than 
credit institutions amounted to EUR 6.5 billion. 

Financial assets held for trading are composed of derivative financial instruments measured 
at their fair value and amounted to EUR 25 million at 31 December 2016 (31 December 
2015: EUR I 07 million). These are mainly composed of interest rate swaps and foreign 
exchange derivative contracts. 

Financial assets designated at fair value through profit or loss, which amounted to EUR 16.6 
million as at 31 December 2016 (31 December 2015: EUR 18.3 million), are composed of a 
financial debt instrument purchased to be kept in the Bank's portfolio but measured at fair 
value. 

Available-for-sale financial assets, which amounted to EUR 2.9 billion (31 December 2015: 
EUR 2.7 billion), are composed of sovereign debt securities (Italian Government) for an 
amount of EUR 2.6 billion, debt securities issued by the European Investment Bank for an 
amount of EUR 0.2 billion and covered bonds for an amount of EUR 0.1 billion. 

Concerning liabilities, during 2016 Intesa Sanpaolo Bank Luxembourg S.A. participated in 
the LTRO mechanism with the Luxembourg Central Bank ("BCL") for an amount of EUR 
1,3 17 million. To enter into such program, the Bank pledged in favour of the BCL part of its 
debt instruments kept in its available for sale portfolio which were eligible for such purpose. 

Deposits from customers amounted to EUR 5.3 billion at end of the year (31 December 
2015: EUR 5.3 billion). The Bank also issued debt certificates for an amount of EUR 8.5 
billion (31 December 2015: EUR 8.1 billion) composed as follows: 

- certificates of deposit: EUR 4.7 billion (mainly subscribed by Intesa Sanpaolo 
Holding International S.A., the Bank's local parent company); 

- non-convertible bonds: EUR 3.8 billion, which are part of a European Commercial 
Paper program and of the European Medium Term Notes program described herein. 

The net profit for the year amounts to EUR 122 million (2015: EUR 164 million), with a 
ROE equal to 8.23%. 



Net interest income amounts to EUR 94 million at the end of 2016 (end 2015: EUR 130 
million). Interest income and expense reflects the decrease in 2016 interest rates and early 
repayment of several intra-group loans. 

Net fee and commission income is positive and amounts to EUR 45 million, showing a 
significant increase when compared with 20 15 (EUR 16 million). 

Net (un)realised losses on financial assets and liabilities held for trading amount to EUR 
5 million as at 31December2016 (3 1December2015: loss of EUR 12 million). The lower 
loss compared to last year is mainly due to less negative fluctuations generated by 
derivatives fair value. 

Net realised gains on financial assets and liabilities not at fair value through profit or loss 
amount to EUR 28 million as at 31 December 2016 (31 December 2015: gain of EUR 60 
million) mainly thanks to gains of EUR 8 million realised on the sale of several AFS 
securities and gains of EUR 20 million realised on early redeemed intra-group loans as 
mentioned above. 

Total administrative expenses amounted to EUR 35 million, higher than the previous year 
due to projects linked to the Bank new business development and the new Branch 
integration. 

Provisions booked in relation to current income taxes are linked to the Amsterdam branch; 
the Luxembourg Head Quarter bas not booked any provision in relation to current income 
taxes due to the fact that the Bank can neutralise its current income taxes by virtue of the 
application of local rules on the consolidation of taxable results with the ones generated by 
its direct shareholder in Luxembourg. 

However, deferred tax assets and deferred tax liabilities generated by temporary differences 
have been booked as at 31 December 2016. 

The net profit of the year available for distribution, including retained earnings (but 
excluding First Time Adoption "FTA") amounts to EUR 121 ,840,205. The Board of 
Directors will propose the following allocation of the profit to the Annual General Meeting 
which will be held to approve the financial statements as at 31 December 2016: 

Net profit of 2016 financial year EUR 121 ,831,307 

Retained profit from previous year (excluding first time EUR 8,898 
adoption) 

Amount attributable to shareholders EUR 121,840,205 

Allocation to legal reserve EUR 6,091,565 

Allocation to other reserves EUR 15,208,435 



Dividend for the financial year EUR l 00,500,000 

Total EUR 121 ,800,000 

Retained profit carried forward to the next financial year EUR 40,205 
(excluding first time adoption) 

Subsequent events 

The Bank is not aware of any adjusting or non-adjusting event that would have occurred 
between 31 December 2016 and the date when the present financial statements were 
authorised for submission by the Board of Directors to the Annual General Meeting of 
Shareholders. 

Miscellaneous 

The Bank did not purchase own shares during the year 2016. No research and development 
costs have been sustained during the year 2016. 

Conclusion 

The Board of Directors is satisfied concerning the profits generated. It thanks the Authorised 
Management of the Bank for its activity and all the employees for their professional 
behaviour and the quality of the services provided to the Bank's clients. 

Luxembourg, 17 February 2017 



KPMG Luxembourg, Societe cooperative 
39. Avenue John F. Kennedy 
L - 1855 Luxembourg 

To the Board of Directors of 
Intesa Sanpaolo Bank Luxembourg S.A. 
19-21 boulevard du Prince Henri 
L-1724 Luxembourg 

Tel.: +352 22 51 51 1 
Fax: +352 22 51 71 
E-mail: info@kpmg.lu 
Internet: www.kpmg.lu 

REPORT OF THE REVISEUR D'ENTREPRISES AGREE 

Report on the f inancial s tatements 

We have audited the accompanying financial statements of Intesa Sanpaolo Bank 
Luxembourg S.A., which comprise the statement of financial position as at 
31 December 2016, the statement of profit or loss and other comprehensive income, 
changes in equity and cash flows for the year then ended, and notes, comprising a 
summary of significant accounting policies and other explanatory information. 

Board of Directors' responsibility for the financial statements 

The Board of Directors is responsible for the preparation and fair presentation of these 
financial statements in accordance with International Financial Reporting Standards 
as adopted by the European Union, and for such internal control as the Board of 
Directors determines is necessary to enable the preparation of financial statements 
that are free from material misstatement, whether due to fraud or error. 

Responsibility of the Reviseur d 'Entreprises agree 

Our responsibility is to express an opinion on these financial statements based on 
our audit. We conducted our audit in accordance with International Standards on 
Auditing as adopted for Luxembourg by the Commission de Surveillance du Secteur 
Financier. Those standards require that we comply with ethical requirements and plan 
and perform the audit to obtain reasonable assurance about whether the financia l 
statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
judgement of the Reviseur d'Entreprises agree, including the assessment of the risks 
of material misstatement of the financial statements, whether due to fraud or error. In 
making those risk assessments, the Reviseur d'Entreprises agree considers internal 
control relevant to the entity's preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity's internal control. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of accounting estimates made 
by the Board of Directors, as well as evaluating the overall presentation of the 
financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our audit opinion. 
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Opinion 

In our opinion, the financial statements give a true and fair view of the financial 
position of Intesa Sanpaolo Bank Luxembourg S.A. as of 31 December 2016, and of 
its financial performance and its cash flows for the year then ended in accordance 
with International Financial Reporting Standards as adopted by the European Union. 

Other information 

The Board of directors is responsible for the other information. The other information 
comprises the information included in the management report but does not include 
the financial statements and our report of Reviseur d'Entreprises agree thereon. 

Our opinion on the financial statements does not cover the other information and we 
do not express any form of assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility is to read 
the other information and, in doing so, consider whether the other information is 
materially inconsistent with the financial statements or our knowledge obtained in the 
audit or otherwise appears to be materially misstated. If, based on the work we have 
performed, we conclude that there is a material misstatement of this other information, 
we are required to report this fact. We have nothing to report in this regard. 

Report on other legal and regulatory requirements 

The management report is consistent with the financial statements and has been 
prepared in accordance with the applicable legal requirements. 

Luxembourg, 23 February 2017 

S. Hustinx 



Intesa Sanpaolo Bank Luxembourg S.A. 

Cash and cash balances with centml 
banks 

Financial assets held for tnuling 

Financial assets at fair valu e 
through profit or loss 

A vailable-for-salc financial assets 

Loans <llld advances 

Statement of financial position 
3 I December 20 16 
(expressed in EUR) 

Notes 

3,4 

3,5 

3,5 

31.12.20 16 

79,503,903 

25,469,017 

16,550,67 1 

3,6 2, 944,460,046 

3,4,7 

Loans and advances to credit institutions 8.357.143. 757 
Loans and advances to customers 6.536.600. 925 

14,893, 744,682 

Derivatives held for hedging 3, IS 841,669 

Tangible fi xed :1ssets 8 8, 192,329 

Intangible assets 9 3,843 

Current tax assets 10 1,866.698 

Deferred tax assets 10 7,882,772 

Other assets 3, 11 17,290.186 

Total assets 17,995,805,816 

The accompany ing notes form an integral part of the financial statements. 

31.12.2015 

54,111,918 

107,139,364 

18,295,52 1 

2,669,278,226 

9,809.860.607 
3.4 76.393.618 

I 3,286,254,225 

466,733 

8,756,281 

4,967 

4,657,927 

10,583,139 

I 6, 159,548,30 I 

-1 -



Intesa Sanpaolo Bank Luxembourg S./\. 

Statement of financial posit ion (continued) 
3 I December 20 16 

Liabilities and eguitv 

Deposits from central banks 

Financial liabilities held for trading 

Financial liabilities at fair value 
through profit or loss 

Financial liabilities measured at 
amortised cost 

Deposits from cred it institutions 
Deposits from custon1ers 
Debts evidenced by certificates 

Derivatives held for hedging 

Provisions 

Current tax liabilities 

Deferred tax linbilities 

Other liabilities 

Total liabilities 

Eq uity 
Share capital 
Share premium 
Revaluation reserve 
Other reserves and retained earnings 
Net profit for the year 

Total equity 

Total liabilities and eq uity 

(expressed in EU R) 

Notes 

3, 12 

3 

3, 13 

3, 14 

3, 15 

16 

10 

10 

11 

17 

3 1. 12.2016 

1,3 16,971,256 

88,695,094 

16,065,533 

584.302.635 
5.342.660. 924 

8,505,566.000 

14,432,529,559 

97,582,506 

2,544,075 

2,225,310 

9,819,036 

50,057,644 

16,016,490,013 

989.370. 720 

7.720,692 
4.690.235 

855. 702.849 

121.831.307 

1, 979,315,803 

17,995,805,816 

The accompanying notes form an integral part of the financia l statements. 

3 1.12.2015 

591,259, 790 

17,094,289 

17,670,580 

478,821.979 

5,299,298. 971 

8.085,075, 796 

13,863, 196,746 

I 12,144,797 

2,458,058 

10,294,668 

27,981,052 

14,642,099, 980 

535,091,520 

13.653,951 

805.040,885 

163.661. 965 

1,5 17,448,321 

16, 159,548,30 I 
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Intesa Sanpaolo Bank Luxembourg S./\. 

Statement of profit or loss and other comprehensive income 
For the year ended 31 December 2016 

(expressed in EUR) 

Notes 3 1.12.2016 

CO NTINU ING OPERATIONS: 18 
lnterc.:st income 24-!.580.215 
lnh.:rest expenses ( 150.61 1.323) 

Net interest income 93,968,892 

19 
Fee and commission income 66.165.193 

Fee and commission expenses (21.541.885) 

Net fee and commission inco me 44,623.308 

Dividend in co me 20 916,093 

Net (un)realised losses on financial assets and 
liabilities held for trading 2 1 (5. 185. 722) 

Net (un)realised losses on financial :1sse1s and 
liabilities at fair value th rough 11rofit or loss 22 (60, 11 4) 

Net realised gains on fi nancial assets and 
lia bil ities not at fair value through profit o r loss 23 27,877,144 

Net other operating expenses 24 
Other operating income 1.546.129 

Other operating expenses (6.813.207) 

(5,267,078) 

Administrative expenses 25.32 (34.904.259) 

Dcrrcciation and amo rtisation 8,9 (613,078) 

Provisions 16 (74,500) 

Net impairment result on financial assets 26 2,775,931 

Tax (expense) income rela ted to profit fro m continuing 
operations 10 (2.225,310) 

Net 1nofit for the year 121,831,307 

DISCONTINUING OPERATIONS: 
Profit (loss) from discontinued operation~. net of tax 27 

NET PROFIT FOR Tll E YEAR 121,831,307 

The accompanying notes form an integral pan of the financial statements. 

31.12.2015 

267.582.5 10 
( 137.866. 727) 

129. 715, 783 

32.6-!2.996 
( 16.326.809) 

16,316,187 

1,319.046 

( 12.1 77,585) 

(160,422) 

59.665.693 

1.596. 797 
(9.3 79.608) 

(7.782.8 11) 

(27.652.358) 

(728,941) 

(190,020) 

1,525.797 

3.530.122 

163.380.491 

281.474 

163,661,965 

- 3 -



Intesa Sanpaolo Bank Luxembourg S.A. 

Statement of profit or loss and other comprehensive income (continued) 
For the year ended 3 1 December 20 16 

(expressed in EU R) 

31. 12.2016 

Net profit for the year 121,831 ,307 

Othc r corn pre hens ivc income : 

Items that arc or may be reclass ified to profit or loss 
Net change in lair va lue on available-for-sale financial assets (12,664.194) 
Deferred tax relating to the components of other 
comprehensive income 3.700.478 

Othercornprchcns ivc income for the year, net oftax (8,963,7 16) 

Total compre hens ive income for the year 112,867,59 1 

The accompanying notes form an integral part of the financial statements. 

31.12.2015 

163,66 1,965 

194.577 

(56.856) 

137,72 1 

163, 799,686 

- 4 -
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Intesa Sanpaolo Bank Luxembourg S.A. 

Rc\'oluation 
n:-srn·r on AFS 

17 
13,5 16,230 

137,721 

13.653,951 

(S,963.716) 

4.690,235 

Statement of changes in eq uity 
31 December 2016 
(expressed in EUR) 

lt<.''<l'I"'\ r~ 

Legal rt"senr 01hu rr><·n·c, 

17 17 
53,SSO.OOO 683. llJJ.309 

6.1.570.000 

53.550.000 746.673.309 

62.6<>0.000 

' 12.000.000l 

53.550,000 7?7JJJ.308 

ltrtain('c.I ramings 

17 
4,895,963 

(7SJ87l 

4.8 17.576 

1,965 

4.81 9.541 

The accompanying notes form an integral part of the financial statements. - 5 -

Tot31 Re sen rand Profit of the ~·•r 
rt'tainrc.I l':.tm in;!S bdon· :ip11ro11riation Total 

17 
741.549.272 163.49 1.6 IJ 1,453,648,635 

16.l.661.'!65 163, 799,686 

6.1A91.61.l !6.1A'Jl.61J) 

( I00.000.0()()1 (I 00,000,000) 

805.040.885 163.66 1. 965 r .s 11 .448.32 1 

11Ul.11}07 II 2.867,591 

62.661,965 {62.661.965) 
( 12.000.000) 

( 101.000.()'lO) ( HI 1.000.0001 

4~9.999.892 

855.702.8~9 111.83 1.307 l.979,31s.803 



Intesa Sanpaolo Bank Luxembourg S.A. 

Profit before tax 

Adjustments: 
Depreciation I amortisation 

Impairment for credit losses 
Reversal of loan im pairment 
Provisions and other income/expenses 
Fair value adjustments 

Statement of cash fl ows 
For the year ended 31 December 2016 

(expressed in EUR) 

Notes 

8,9 

26 
26 

Cash flows from operating profits before changes in 
operating assets and liabilities 

Net (lncrease)/decrcase in trading assets 
Net (lncrease)/decrease in loans and advances to credit institutions 

3 1.12.2016 

124,056,61 7 

6 13,078 

287.605 
(3,063.536) 

86,017 
(23,579,542) 

98,400,239 

92.260,725 

I. 723,572.567 
Net (lncrease)/decrease in loans and advances to customers (3.057.43 1.376) 
Net ( lncrease)/decrease in available-for-sale assets (288, 762, I 06) 
Net ( lncrease)/decrease in financial assets designated at fa ir value 
through profit nnd loss 1.394,698 

Net (lncrense)/decrcase in other nssets (8.573,747) 

Net (Increase )/decrease in trading financ ia I liabilities 69. 792.544 
Net {lncreasc)/decrease in deposits from credit institutions I 05.480.656 
Net (lncreasc)/decrease in deposits from Central bank 725. 7 11.466 
Net ( lncrease)/decreasc in deposits from customers 43,361 ,953 
Net lncrcase/(decrease) in financ ial liabilit ies at FYtPL & in other 
liabilities 20,681 ,894 

Net cash flows fro m/( used in) o pem ting activities (474,11 0,487) 

Dividends received 20 9 16,093 
/\cquisition and d isposal of property and equipment 8 (48,00 1) 

Net cash flows/(used in) from investing activities 868,092 

Dividends paid 17 (I 0 1.000.000) 
Net increase/( decrease) in debts evidenced by certificates 420.490.204 
Increase in share capital 17 449,999,892 

Net cash flo ws/(used in) from financing activities 769,490,096 

Net (decrcase)/incrcase in cash and cash equivalents 296,247,701 

The accompanying notes form an integral part of the financial statements. 

31.12.201 5 

160, 131,843 

728.941 

693.646 
(2.219.443) 

176.047 
47.354.616 

206,865,650 

5,39 1.584 
(240,894,631) 

( 1.200.882,371) 
167,047,504 

381.375 
3,86 1,614 

(6.338.395) 
(376.0 19.301) 

500.334. I 08 
I. 780.243,658 

( I 0, 770,279) 

829,220,516 

1.319.046 
( 127,060) 

I, 19 1,986 

(I 00.000.000) 
1.227.722.571 

1, 127,722,57 1 

1,958, 135,073 
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Intesa Sanpaolo Bank Luxembourg S.A. 

Statement of cash nows (continued) 
For the year ended 31 December 20 16 

(expressed in EUR) 

Cas h and cash equivalents at the beginning of the year 
Net increase/decrease in cash and cash equivalents 
Cash and cash equivalents: exchange rate fluctuations 
Cas h and cash equivale nts at the end of the yea r 

Notes 

4 

The accompanying notes form an integral part of the linancial statements. 

3 1.1 2.2016 

2,016,3 13,243 

296.247.701 

2,3 12,560,944 

3 1.1 2.2015 

58, 178,170 

1.958.135.073 

2,016,313,243 
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Note I - General iJ~formatio11 

Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial statements 
3 I December 2016 

Intesa Sanpaolo Bank Luxembourg S.A. (hereafter the "Bank'') was incorporated 1n 
Luxembourg on 2 June 1976 as a limited company under Luxembourg Law. 

The Extraordinary General Meeting held on 5 October 20 15 has changed the name of the Bank 
from ·'Soc icte Europcennc de Banque S.A.'' to " Intesa Sanpaolo Bank Luxembourg S.A.". 

The main activities of the Bank arc focused on corporate business. private banking and 
financial markets activities. Unt il 6 July 2008, the Bank provided services to investment funds 
such as central administration. transfer agent and custodian . On 7 July 2008. following a 
decision of the Extraordinary Shareholders· Meeting held on 25 June 2008. these activities 
were transferred for no considerat ion to another Luxembourg entity of the Intesa Sanpaolo 
Group. At the same date, private banking and corporate activities were transferred for no 
consideration from another Luxembourg entity of Intesa Sanpaolo Group to the Bank. 

Since 31 December 2012, the Bank prepares consolidated financial statements according to 
the Transparency Law. as the Bank issues European Medium Tenn Notes on the Luxembourg 
stock market and fu lly controls the company Lux Gest Asset Management S.A. and until 
31 March 20 13 Intesa Sanpao lo Private Bank (Suisse) S.A .. 

On I February 2016. the Bank purchased the Intesa Sanpaolo S.p.A. Amsterdam Branch (the 
·'Branch .. ) from the Group through a contribution in kind. For that purpose. 13. 750 shares have 
been issued to Intesa Sanpaolo S.p.A. consisting of EUR 4,279.308.0 I to share capital and 
EUR 7. 720.69 1.99 to share premium in exchange or the Branch. 

On 22 September 2016. the Bank performed a capital increase or EUR 449.999.892.27 through 
the issuance of 1.445.911 shares integrally subscribed by Intesa Sanpaolo Holding 
International S.A .. The subscribed capital of the Bank as at 3 1 December 20 16 was therefore 
or EUR 989,3 70, 720.28, composed of 3.178.983 shares (integrally subscribed). 

Based on the two above mentioned capital increase. as at 31 December 2016. 99.5675% of the 
Bank share capital is owned by Intesa Sanpaolo Holding International S.A. and the remaining 
0.4325% is directly owned by Intesa Sanpaolo S.p./\ .. 

Intesa Sanpaolo Holding International S.A. is fully consolidated in the consolidated financial 
statements oflntesa Sanpaolo S.p.A. (hereafter the "Group''). Intesa Sanpaolo S.p.A. produces 
consolidated financial statements avai lable for public use that comply with International 
Financia l Reporting Standards (IFRS) as adopted by the European Union (EU). 

The Bank co-operates to a signi ficant extent with its ultimate Parent Company and other 
entit ies of the Intesa s~mpao lo Group. 

These financial statements were authorised for submission to the Shareholders' Ann ual 
Genera l Meeting by the Bank 's Board of Directors on 17 r-ebruary 20 17. 

The registered office or the Bank is: 19-21. boulevard Pri nce Henri in Luxembourg. 
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Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial statements (continued) 
3 I December 2016 

Note 2 - Sig11ijica11t acco1111ti11g policies 

(a) Basis of preparation 

The financial statements are prepared on the historical cost basis except for fi nancial 
instruments held for trading. for derivatives held for hedging, for financial instruments 
classified as avai lable-for-sale and for financia l assets and I iabil ities at fair value through profit 
or loss that are measured at fair value. 

Statement of compliance 

The financial statements have been prepared in accordance with Internationa l Financial 
Reporting Standards issued by the Internationa l Accounting Standards Board (IAS B) and the 
relative interpretations of the International financia l Reporting Interpretations Committee 
(IFRIC) as adopted for use in the European Union ( .. I FRS .. ) and with the going concern 
principle. 

(b) Significant accounting judgements, estimates and assumptions 

In preparing the financial statements. the Board of Directors is required to make accounting 
j udgements. estimates and assumptions that affect reported income. expenses. assets, liabi lities 
and disclosure of contingent assets and liabilities. Use of available information and application 
ofjudgement are inherent in the formation of estimates. Actual results in the future could differ 
from such estimates and the differences may be material to the financial statements. 

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 
accounting estimates are recognised in the period in which the estimates arc revised and in any 
future periods affected. 

The most significant use of judgements and est imates are as fo llows: 

F~tir value of financial instru ments 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date in the principal or, in 
its absence, the most advantageous market to which the Bank has access at that date. The fair 
va lue of a liability reflects its non-performance risk. 

When available. the l3ank measures the fair value of an instrument using the quoted price in 
an act ive market for that instrument. A market is regarded as active if transact ions fo r the asset 
or linbility take place with sufficient frequency and volume to provide pricing information on 
an on-going basis. 

If there is not quoted price in an active market. then the l3ank uses valuation techniques that 
maximise the use of relevant observable inputs and minimise the use of unobservable inputs. 
The chosen valuation techn iques incorporate al l of the factors that market participants would 
take into account in pricing a transaction. 
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Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial statements (conlinuec.I) 
3 I December 2016 

Note 2 - Sig11ificr111t acco1111ti11g policies (co11ti1111ed) 

The best evidence of the fai r value of a fi nancial instrument at initial recognition is normally 
the transaction price - i.e. the fair va lue of the consideration given or received. If the Bank 
determines that the fair value at initia l recognition differs from the transaction price and the 
fair value is evidenced neither by a quoted price in an active market for an identical asset or 
liability nor is based on a valuation technique that uses only data from observable markets. 
then the financial instrument is initially measured at fa ir value. adjusted to defer the difference 
between the fair va lue at initial recognit ion and the transaction price. Subsequently. that 
di ffe rence is recognised in profit or loss on an appropriate basis over the life of the instrument 
but no later than when the valuation is wholly suppot1ed by observable data or the transaction 
is closed out. 

If an asset or a liability measured at fa ir value has a bid price and an ask price. then the Bank 
measures assets and long positions at a bid price and liabilit ies and short posit ion at an ask 
price. 

Portfolios of financial assets and financial liabilities that are exposed to market risk and credit 
risk that are managed by the Bank on the basis of the net exposure to either market risk or 
credit risk are measured on the basis of a price that would be rece ived to sell a net long pos ition 
(or paid to transfer a net short position) for a particular risk exposure. Those portfo lio-leve l 
adj ustments are allocated to the individual assets and liabilit ies on the basis of the relative risk 
adjustment of each o f the individual instruments in the portfo lio. 

The fair va lue of a demand deposit is not less than the amount payable on demand, discounted 
from the first date on which the amount could be requi red to be paid. 

The Bank recognises transfers between levels of the fair value hierarchy as of the end of the 
repo11ing period during which the change has occurred. 

Impairment losses on loans and advances 

The Bank rev iews its non-perfo rming loans and advances at each reporting date to assess 
whether an allowance for impairment shou ld be recorded in the statement of profit or loss. In 
particular. judgement by the Board of Directors is required in the estimation of the amount and 
timing off uture cash nows when determining the level of allowance required. Such estimates 
are based on assumptions about a number of factors and actual results may differ, resulting in 
future changes to the allowance. 

Valuation of unquoted equity investments (except for investments in subsidiaries) 

Va luation of unquoted equity investments is normally based on one of the following: 

recent arm 's length transactions: 

current fa ir value of another instrument that is substantia lly the same: 

expected cash nows di scounted at current rates applicable for items with similar terms 
and risk characteristics: or 

other va luation models. 
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Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial statements (continued) 
3 I December 20 16 

Note 2 - Significant accounting policies (continued) 

The determ ination of the cash flows and discount factors for unquoted equity investments 
req ui res signi fican t estimation. The Bank calibrates the valuation techniques periodically and 
tests them fo r va lidity using either prices from observable current market transactions in the 
same instrument of from other available observable market data. 

Impairment of available-for-sale equity investments 

The Bnnk treats ava ilable-for-sa le equity investments as impaired when there has been a 
significant or prolonged decline in the fa ir va lue below its cost or where other objective 
ev idence of impairment ex ists. The determination of what is "s igni ficant" or "prolonged'. 
requires judgement. The Bank treats "significant"' generally as 20% or more and "prolonged'. 
as greater than 6 months. In addition. the Bank eva luates other factors. including normal 
volat ility in share price for quoted equities and the futu re cash flows and the discount factors 
for unquoted equities. 

(c) Changes in accounting policies 

New currently effective requirements 

Except for the changes below, the Bank has consistently applied accounting policies as set out 
in Note 2.d to all periods presented in these financial statements. 

The Bank has adopted the fo llowing new standards and amendments to standards, including 
any consequential amendments to other standards. with a date of initial application of 
I January 20 16: 

Annual Improvements to I FRSs 20 12-20 14 Cycle: 

I FRS 14 Regulatory Deferral Accounts; 

Accounti ng for Acquisitions of Interests in Joint Operations (Amendments to IFRS 11 ): 

Clari fication of Acceptable Methods of Depreciation and Amortisation (Amendments to 
IAS 16 and IAS 38); 

Equity Method in Separate Financial Statements (Amendments to IAS 27): 

Disc losure initiative (Amendments l o IAS I). 

These changes did not to have a material impact on the Bank's financial statements. 

Sta nda rds issued but not yet effective 

A number of new standards. amendments to standards and interpretations are effective for 
annual periods begin ning after I January 2016, and earlier application is permitted; however 
the Bank has not yet early applied the following new or amended standards in prepari ng these 
financial statements. 
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Intesa Sanpaolo Bank Luxembourg S./\. 

Noles lo lhc financia l slalcmcnts (continued) 
31 December 20 16 

Note 2 - Sig11ifica11I acco1111ting policies (co11ti1111ed) 

IFRS 9 Fi11a11cial i11strume111s 

I 17RS 9, published in July 20 14. replaces the existing guidance in IAS 39 Fi11a11cia/ /11stmme111: 
Reco~11itio11 and Meas11reme111. Ir:RS 9 includes revised guidance on the class ificat ion and 
measurement of financial instruments. including a new expected credit loss model for 
calculating impairment on financial assets. and the new general hedge accounting 
requirements. It also carries forward the guidance on recognition and dcrecognition of 
financ ial instruments from IAS 39. 

Ir:RS 9 is effective for annual reporting periods beginning on or after I January 20 18, with 
early adoption permitted. 
The Bank has started the process of eva luating the potential effect of this standard . jointly with 
its Head Quarter Intesa Sanpaolo S.p.A .. Given the nature of the Bank's operations. this 
standard is expected to have a pervasive impact on the Bank's financial statements. 

Based on Local Regulators questions. a qualitative assessment has been performed and 
provided to eva luate If-RS 9 impacts. The Bank. jointly with its Head Quarter has in formed 
cssr: that: 

• It has foreseen to undertake a parallel run starting from 30 June 2017: 
• No retrospective appl ication wi ll be will be made: 
• A debt securities assessment has been performed on a " instrument by instrument" 

basis: 
• Bonds carried at Fa ir va lue through Other Comprehensive income failing the Solely 

Payements of Principal and Interest (SPPI) test main ly refer to: 
o Contractually linked instruments wh ich will require the look through test on 

the underlying pool of financial instruments: 
o Constant maturity rate bonds and assets with a structured rate of interest: 
o Convertible bonds and leveraged innation linked instruments: 
o Instruments whose deferred interest does not accrue additional interests. 

• In terms of hedge accounting. the Bank will contin ue on IAS 39 with carve-out. 

With reference to the methodology used to estimate Expected Credit Losses. as at today the 
Intesa Sanpaolo Banking Group adopts the PD (Probabili ty of Default) x LGD (Loss Given 
Default) approach fo r each performing loan portfolio (stages I and 2), using 12 month PDs I 
Lifetime PDs as we ll as LGDs. without including the so ca lled ·'downturn" factors (no 
downturn LGDs). 
At this level of the analyses. the Group expects that the PD x LGD approach wi ll be also 
confirmed in the implementation of Ir:RS 9. even though some different considerations cou ld 
be possibly made for specific portfolios or cases. On the basis of analyses carried out so fa r 
(but still to be completed) loss allowances on non performing instruments (stage 3) show no 
substantial changes with respect to IAS 39 measurenient. 
Moreover. the Group is planning to include an "add-on" on methodology parameters (PD and 
LGD) to incorporate multiple scenario impacts on ECL (Expected Credit Losses) and staging 
calculation and it will use the most likely scenario plus an add-on also to include forward 
looking information. 
It is expected that the main difference between IAS 39 and IFRS 9 loss allowances will be 
allocated in Stage 2. due to loss on the expected lifetime, while it is not expected differences 
as relevant as those of Stage 2 in Stage I and Stage 3. 

The Bank is currently prepari ng an IFRS 9 quantitative assessment. 
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Intesa Sanpaolo Bank Luxembourg S.J\. 

Notes to the financial sta tements (continued) 
3 I December 20 16 

Note 2 -Sig11ijicn111 ncco1111ti11g policies (co11ti1111ed) 

IFRS 15 Reve1111eji'Ol11 Co11/racts with cmto111ers 

I fRS 15 establishes a comprehensive framework for determin ing whether. how much and 
when revenue is recognised. It replaces ex isting revenue recognition guidance. including IAS 
18 Re1·e11ue. IAS I I Co11struc1io11 Co111racts and IAS 13 C11sto111er loya/1y Programmes. 

tr-RS 15 is efTective for annual repo11ing periods beginning on or after I January 2018. with 
early adoption permitted. 

The Bank is assessing the potential impact on its financial statements resulting from the 
application of IFRS 15. 

Disclosure /nil iat iw (A 111e11d111e111s to IA S 7) 

The amendments require disclosures that enable users of financial statements to evaluate 
changes in liabilities ari sing from financing activities. induding both changes arising from 
cash now and non-cash changes. 

The amendments are effective for annual periods beginning on or after I January 20 17. with 
early adoption permitted. 

The Bank intends to present a reconci liation between the opening and closing balances for 
liabilities with changes arising from financing activities. 

Recog11i1io11 of Deferred Tax Assets.for Unrealised losses (A 111e11d111e11/s to /AS 12) 

The amendments clarify the accounting for deferred tax assets for unrealised losses on debt 
instruments measured at fair va lue. 

The amendments arc effective for ann ual periods beginning on or after I January 2017, with 
early adoption permitted. 

The Bank is assessing the potential impact on its financial statements result ing from the 
amendments. 

The Bank does not expect any significant impact. 

The other following recent changes to IFRS are not expected to have a significant impact of 
I he Bank· s financia I statements: 

Classification and Measurement of Share-based Payment Transactions (Amendments to 
lfRS 2): 

Leases (IrRS 16): 

Sale or Contribution of Assets between an Investor and its Associate or Joint Venture 
(Amendments to IFRS 10 and IJ\S 28). 

- 13 -



Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the fina ncia l sta tements (continued) 
31 December 20 16 

Nole 2 - Sig11[fica11t acco1111till;:: policies (ctmli1111ed) 

(d) Summary of significa nt accounting policies 

The accounting policies set out below have been applied consistently to all periods presented 
in these financial statements. 

Foreign currency translation 

The financia l statements are presented in curo (EUR), which is the Bank's functional and 
presentation currency. 

foreign currency transactions are translated at the exchange rate preva i I ing at the date of the 
transaction. 

Monetary assets and liabi lities denominated in currencies other than in euro are translated into 
euro at the exchange rates prevail ing at the statement of financial position date. The gain or 
loss arising from such translation is recorded in the statement of profit or loss. 

Non-monetary items in a fore ign currency that are measured in terms of historical cost are 
translated using the exchange rates at the dates of the initial transactions. Non-monetary items 
in a foreign currency measured at fa ir value arc translated using the exchange rates at the date 
when the fa ir val ue was determined. 

Exchange differences on non-monetary financial assets are a component of the change in their 
fair va lue. Depending on the classification of a non-monetary financial asset, exchange 
differences arc either recognised in the statement of profit or loss or in other comprehensive 
income. 

The elements of the statement of profit or loss are translated into euro on a dai ly basis using 
the prevailing exchange rates. 

Financial assets other than held for t rading and hedging 

(i) Class[ficatio11 

The Bank classifies its financ ial assets in the fo llowing categories: financial assets at fa ir value 
through profit or loss, loans and advances. held-to-maturity investments, derivatives held for 
hedging and ava ilable-for-sale financial assets. 

Financial assets at fa ir value through pro fit or loss 

A financial asset at fair value through profit or loss is a fi nancial asset that meets either of the 
following conditions: 

it is classified as held for trading if it is acquired for the purpose of short term profit 
tak ing: 
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Intesa Sanpaolo Bank Luxembourg S./\. 

Notes to the financial statements (continued) 
31 December 20 16 

Note 2 -Sig11ijica111 acco1111ti11g policies (co11ti1111ed) 

it is designated upon initial recognition as at fair value through profit or loss in compliance 
with the cases contemplated in the reference regulations. The Bank uses the fa ir value 
option mainly to eliminate or significantly reduce a measurement or recognition 
inconsistency that would otherwise nrise from measuring assets or recognising the gains 
and losses on them on cl ifferent bases. 

Loans and advances 

Loans and advances arc non-derivative financial assets with fixed or determinable payments 
that are not quoted in an active market. They arise when the Bank provides money, goods or 
services directly to a debtor with no intention of trading the receivable. 

Available-for-sale financial assets 

!\ vai lable-for-sale financial assets are those non-derivative financial assets intended to be held 
for nn indefinite period of time, which may be so ld in response to needs for liqu idity or changes 
in interest rates, exchange rates or equity prices or those financial assets that are not classified 
in any of the three preceding categories. Available-for-sale financial assets include non-quoted 
in vestments in subsidiaries. 

(ii) Initial recognition and subsequent 111easure111e111 

Purchases and sales of financial assets at fa ir value through profit or loss and available-for­
salc arc recognised on value date. Loans and advances arc recognised when cash is advanced 
to the borrowers. 

Financial assets arc in it ially recognised at fair va lue plus transaction costs for all financia l 
assets not carried at fair value through profit or loss. The best evidence or the fair value of a 
fi nancial instrument at initial recognition is normally the transaction price. However, if the 
transaction price ofa financial instrument differs from the fair va lue and if such fair value is 
evidenced by a quoted price in an active market for an identical asset or liabi lity, the Bank will 
recognize the instrument at fair value. The difTerence between the fa ir value at initial 
recognition and the transaction price will be accounted as a gain or loss in the statement of 
profit or loss. 

!\ vai lrtble-for-sa le financial assets except for non-listed investments in subsidiaries and 
financial assets at fair value through profit or loss are subsequently carried at fair value. Loans 
and advances investments are carried at amortised cost using the effective interest method less 
impairment. Non quoted investments in subsidiaries that are not classi fied as held for sale arc 
classified in the available-for-sale portfolio and are accounted for at cost less impairment. 
Ga ins and losses arising from changes in the fair value of the financial assets measured at fair 
value through profit or loss are included in the statement of profit and loss in the period in 
which they arise. Ga ins and losses arising from changes in the fair value of available-for-sa le 
financial assets are recognised directly in other comprehensive income. until the financial asset 
is dcrccognised or impaired at which time the cumulative gain or loss previously recognised 
in equity is recognised in the statement of profit or loss. 

However, interest calculated using the effective interest method is recognised in the statement 
or profit or loss. 
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Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial statements (continued) 
3 I December 20 16 

Note 2 - Siguijicrml acco1111ti11g policies (co11ti1111etl) 

(iii) Derecog11i1io11 

A financial asset (or, where applicable. a part of a financial asset or part of a group of similar 
financial assets) is derecognised when: 

the rights to receive cash flows from the asset have expired; or 

the Bank retains the right to receive cash flows from the asset, but has assumed an 
obligation to pay them in full without material delay to a third party under a " pass­
through .. arrangement; or 

the Bank has transferred its rights to receive cash flows from the asset and either (a) has 
transferred substantially all the risks and rewards of the asset. or (b) has neither transferred 
nor retained substantially all the risks and rewards of the asset. but has transferred control 
of the asset. 

When the Bank has transferred its rights to receive cash flows from an asset and has neither 
transferred nor retai ned substantially all the risks and rewards of the asset nor transferred 
control of the asset. the asset is recognised to the extent of the Bank·s continuing involvement 
in the asset. Cont inuing involvement that takes the form of a guarantee over the transferred 
asset is measured at the lower of the original carrying amount of the asset and the maximum 
amount of consideration that the Bank could be required to repay. 

When continuing involvement takes the form of a written and/or purchased option (including 
a cash settled option or similar provision) on the transferred asset, the extent of the Bank·s 
continuing involvement is the amount of the transferred asset that the Bank may repurchase. 
except that in the case of a writ1en put option (including a cash settled option or similar 
provision) on an asset measured at fair va lue, the extent of the Bank·s continuing involvement 
is limited to the lower oft he fair va lue of the transferred asset and the option exercise price. 

Financial liabilities other than held for trnding and hedging 

(i) C/ass(fica1io11 

The Bank classifies its financial liabilities other than derivntives in the fol lowing categories: 
financial liabilities measured at amortised cost and financial liab ilities at fair value through 
profit or loss. The Bank uses the fair va lue option either when: 

it el iminates or significant ly reduces a measurement or recognition inconsistency that 
would otherwise arise from measuring liabil ities or recognise the gains and losses on them 
on different bases: or 

a group of financial liabil ities is managed and its performance is eva luated on a fa ir value 
basis, in accordance with a documented risk management or investment strategy. and 
information about the Bank is provided internally on that basis to the entity's key 
management personnel. 
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Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the fina ncial statements (continued) 
3 I December 20 16 

Note 2 - Sig11ijic1111t 11cco1111ti11g policies (co11ti1111ed) 

(ii) Initial recognition and subsequent measurement 

Interest-bearing liabilities - other than linancial liabi lit ies at fair value through profit or loss ­
are recognised initially at fair value less attributable transaction costs. Subsequent to initial 
recognition. interest-bearing liabilities arc stated at amortised cost using the effective interest 
method. Gains and losses are recognised in the statement of profit or loss when the liabil it ies 
arc dcrecognised as well as through the amortisation process. 

Financial liabilities at fair value through profit or loss are measured at fair va lue through the 
statement of profit or loss. 

(iii) Derecog11itio11 

A financial liability is derecognised when the obligation under the liability is discharged or 
cance lled or expi res. 

When an existing financial liabi lity is replaced by another from the smne lender on 
substantially different terms, or the terms of an existing liability are substantially modified, 
such an exchange or modification is treated as a derecognition of the original liabi lity and the 
recognition of a new liabi lity, and the difference in the respective carrying amounts is 
recognised in the statement of profit or loss. 

Derivative financia l instruments 

(i) C/oss{ficat ion 

Derivatives, including separated embedded derivatives, are classified as held for trading unless 
they are designated as effect ive hedging instruments or a financia l guarantee contract. Gains 
and losses on investments held for tradi ng are recognised in the statement or profit or loss. 

The Bank assesses whether embedded derivatives are required to be separated from the host 
contracts when the Bank becomes party to the contract. Reassessment only occurs when: 

their economic characteristics and risks are not closely related to the characteristics of the 
host contract; 
embedded instruments. even though separate, fully meet the definition of derivative; 
combined instruments are not measured at fair va lue with changes in fa ir value recognised 
th rough profit or loss.·· 

An exception relates to call , put, prepayment options embedded in a host loan, where the 
exercise price compensates the lender for loss of interest by reducing the economic loss from 
re-investment risk. 

Such a type of embedded derivatives is closely related to the host contract in either of the 
fo llowing scenarios: 

The exercise price of the option is approximately equal on each exercise date to the 
amortised cost or the host loan instrument: 
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Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial statements (continued) 
3 I December 2016 

Note 2 - Sig11ijica111 " cc01111ti11g policies (co11ti1111ed) 

The exercise price of the prepayment option reimburses the lender for an amount up to 
the approximate present va lue of lost interest for the remaining term of the host contract. 
Lost interest is the product of the principal amount prepaid. multiplied by the interest rate 
differential, which is the excess of the effective interest rate of the host contract over the 
effective interest rate that the lender would rece ive at the prepayment date if it re-invested 
the principa l amount prepaid in a similar contract for the remaining term of the host 
contract. 

(ii) J11itial recog11itio11 and subsequent 111easure111e111 

Derivative fi nancial instruments are recogn ised initially at fair value. Subsequent to initial 
recognition. derivative financia l instruments are restated at fair value. The method of 
recognising the resulting fair value gain or loss depends on whether the derivatives are 
designated as a hedging instrument. and if so. the nature of the risk being hedged. 

Derivatives are carried as assets when their fair value is positive and as liabilities when their 
fair val ue is negative. 

Any embedded derivatives in combined financial instruments not directly connected to the 
latter and with the characteristics to meet the definition of derivative are recorded separate ly 
from the host contract at fair value. 

(iii) 7i-adi11g 

Derivatives that do not qualify for hedge accounting are accounted for as trading instruments. 
The gain or loss on remeasurement to fair va lue of trading derivatives is recognised 
immediately in the statement of profit and loss. 

(iv) Hed~i11g 

The Bank may use derivative fi nancial instruments to hedge its exposure to foreign exchange 
and interest rate risks arising from operational. financing and investment activities. Where 
there is a hedging relationship between a derivative instrument and a related item being 
hedged, the hedging instrument is measured at fair value. The treatment of any resulting gains 
and losses is set out below. 

On initial designation of the hedge, the Bank formally documents: 

the relationship between the hedging instruments and the hedged items: 

the risk management objectives and strategies in undertaking the hedge: 

the method that will be used to assess the effectiveness of the hedging relationship. 

The Bank makes an assessment, both at inception of the hedge relationship and on a on-going 
basis. of whether the hedging instruments are expected to be highly effective in offsetting the 
changes in the fair value or cash flows of the respective hedged items during the period for 
which the hedge is designated, and whether the actual results of each hedge are within the 
range of 80%-125%. 

For the purpose of hedge accounting, the Bank has classified hedges as fair value hedges. 
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Notes to the financial statements (continued) 
3 I December 2016 

Note 2 - Sig11ificrmt acco1111ti11g policies (co11ti1111ed) 

Fair va lue hedges 

The change in the fair value of a hedgi ng derivative is recogni sed in the statement of profit or 
loss. The change in the fair value of the hedged item attributable to the hedged risk is recorded 
as a part of the carrying value of the hedged item and is also recognised in the statement of 
profit or loss. 

fo r fa ir va lue hedges relating to items carried at amortised cost, the adjustment to carrying 
va lue is amorti sed through the statement of profit or loss over the remaining term to maturity. 
Any adj ustment to the carrying amount of a hedged financial instrument for which the efTective 
interest rate method is used. is amortised through the statement of profit or loss. 

Amortisation may begin as soon as an adjustment exists and shall begin no later than when the 
hedged item ceases to be adjusted for changes in its fair va lue attributable to the risk being 
hedged. If the hedged item is derecogni sed. the unamortised fair va lue is recogni sed 
immediately in the statement of profit or loss. 

When an unrecognised firm commitment is designated as a hedged item, the subsequent 
cumulative changes in the fair value of the firm commitment attributable to the hedged risk is 
recognised as an asset or liability with a corresponding ga in or loss recognised in the statement 
of' profit or loss. The changes in the fair value of the hedging instrument are also recogni sed 
in the statement of profit or loss. 

(v) Derecog11itio11 

Derivatives are derecognised when the rights and obligations under the instrument are 
discharged. cancelled or expired. 

Fina ncia l guarantee contracts and loan commitment 

Financial guarantee contracts issued by the Bank are those contracts that require a payment to 
be made to reimburse the holder for a loss it incurs because the specified debtor fails to make 
a payment when due in accordance with the terms of a debt instrument. 

Loan commitments arc firm commitments to provide loans or advances under pre-speci fied 
terms and conditions. 

financial guarantee contracts and loan commitments are recognised in off balance sheet. 

The Bank recognises loan commitments when it has fulfilled all its ob ligations and related 
contracts have been duly signed by all the counterpartics involved. 
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Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial statements (continued) 
3 I December 20 16 

Note 2 - Sig11ijicll11t llcco1111li11g policies (co11ti1111ed) 

Repurchase agreements and reverse repurchase agreements 

The Bank enters into purchases (sales) of investments under agreements to resell (repurchase) 
substantially identical investments at a certain date in the future at a fixed price. Investments 
purchased subject to commitments to resell them at future dates are not recognised. The 
amounts paid are recognised in loans to either banks or customers. The advances are shown as 
collatera lised by the underlying security. Investments sold under repurchase agreements 
continue to be recognised in the statement of financial position and are measured in accordance 
with the accounting policy of the category to which they relate. The proceeds from the sale of 
the investments arc reported as liabil ities to either banks or customers. 

The difference between the sale and repurchase considerations is recognised on an accrual 
basis over the period of the transaction and is included in interest. 

Offsetting 

Financial assets and liabi lities are offset and the net amount is reported in the statement of 
financial position when the Bank has a legally enforceable right to offset the recogn ised 
amounts and the transactions are intended to be sett led on a net basis or realise the asset and 
settle the liability simultaneously. 

Impairment of financial assets 

The Bank assesses at each reporting date whether a financial asset or group of financial assets 
is impaired. An impairment loss is recognised whenever the carrying amount of an asset 
exceeds its recoverable amount. Impairment losses are recognised in the statement of profit or 
loss. 

Indicators of impairment include: 

significant financial difficulty of the issuer or ob ligor; 

a breach of contract, such as a default or delinquency in interest or principal payments: 

the Bank has granted to the borrower, for economic or legal reasons relating to the 
borrower's financia l difficulty. n concession that the lender wou ld not otherwise consider: 

it is becoming probable that the borrower will enter bankruptcy or other financial 
reorganisation: 

the disappearance of an active market for that financial asset because of financial 
di fficu It ies. 

In addition, objective evidence of impairment for an investment in an equity instrument 
includes in formation about s ignificant changes with an adverse effect that have taken place in 
the technological. market, economic or legal environment in which the issuer operates, and 
indicates that the cost of the investment in the equity instrument may not be recovered. A 
significant or prolonged decline in the fai r va lue of an investment in an equity instrument 
below its cost is also objective evidence of impairment. 
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Notes to the financial statements (continued) 
3 I December 2016 

Nole 2 - Sig11ijica111 acco11111i11g policies (co11ti1111etl) 

The recoverable amount of the Bank· s investments in held-to-maturity securities and loans and 
advances carried at amortised cost is estimated as the present value of estimated future cash 
flows. discounted at the original effective interest rate (i.e. the effective interest rate computed 
at init ia l recognition or these financ ial assets). Advances with a short duration are not 
discounted . 

The carrying amount of the asset is reduced through the use of an allowance account and the 
amount of the loss is recognised in the statement of profit or loss. If, in a subsequent period, 
the amount of the impairment loss decreases and the decrease can be related objectively to an 
event occurring after the impairment was recognised (such as an improvement in the debtor's 
credit rating). the previously recognised impairment loss is reversed by adj usting the allowance 
account. The amount of the reversal is recognised in the statement of profit or loss. 

An impairment loss in respect of an investment in an equity instrument class ified as 
ava ilable-for-sale is not reversed through the statement of profi t or loss. If the fair value of a 
debt instrument classified as avai lable-for-sale increases and the increase can be objectively 
related to an event occurring after the impairment loss was recognised in the statement of profit 
or loss. the impairment loss shall be reversed, with the amount of the reversal recognised in 
the statement of profit or loss. 

In add ition. the Bank proceeds with an estimation of a potential collective impairment 
allowance against exposures which, although not specifically identified as requiring a specific 
allowance. have a greater risk of default than when originally granted. This takes into 
consideration factors such as deterioration in country risk, industry and technologica l 
obsolescence. as well as identified structural weaknesses or deterioration in cash flows. 

Tangible a nd intangible fixed assets 

Items of property, plant and equi pment are stated at cost less accumulated depreciation and 
accum ulated impairment losses. The cost of self-constructed assets includes the cost of 
materials, direct labour, the initial estimate, where relevant, of the costs of dismantling and 
removing the items and restoring the site on which they arc located. and an appropriate 
proportion of production overheads. 

Intangible assets are included at purchase price or production cost. less accu mulated 
amortisation. 

Depreciation is charged to the statement of profit or loss on a straight-line basis over the 
estimated useful lives of each part of an item of property. plant and equipment. Where parts of 
an item of property, plant and equipment have different usefu l lives, they are accounted for as 
separate items of property, plant and equipment. Land is not depreciated. The estimated useful 
lives are as follows (on a stra ight-line basis): 

bu ildi ngs 

transformation costs 

fixtures and fi tt ings 

softwares 

40 years 

S- 10 years 

S years 

1-S years 
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Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial statements (continued) 
3 1 December 2016 

Note 2 - Sig11ijica11t acco1111ti11g policies (collfi1111ed) 

An item of property. plant and equipment is derecognised upon disposal or when no futu re 
economic benefits arc expected from its use or disposal. Any gain or loss arising on 
derecognition of the asset is included in the statement of profit or loss in the year the asset is 
derecognised.The asset"s residual va lue. if not insigni ficant, and usefu l li ves and methods of 
depreciat ion are rev iewed and adjusted. if appropriate. at each financia l year-end. 

The Bank recognises the cost of replacing part of a property, plant and equipment item at 
incurrcncc in the carrying amount of this item if that cost is incurred if it is probable that the 
future economic benefits embodied with the item wi ll flow to the Bank and the cost of the item 
can be measured reliably. All other costs are recogni sed in the statement of profit or loss as an 
expense as incurred. 

Other assets 

Thi s caption includes assets such as prepaid charges. accrued income or unearned income. 
Other assets are stated at cost less impairment. 

Impairment of non-financial assets 

The Bank assesses at each reporting date whether there is an indication that an asset may be 
impaired. If any such indication ex ists, or when annual impairment testing for an asset is 
required, the Bank estimates the asset"s recoverable amount. An asset's recoverable amount is 
the higher of an asset's or cash-generat ing un it's fa ir value less costs to sell and its value in 
use and is determined for an individual asset. unless the asset docs not generate cash inflows 
that are largely independent of those from other assets or groups of assets. Where the carrying 
amount of an asset exceeds its recoverable amount, the asset is considered impaired and is 
written down to its recoverable amount. In assessing va lue in use. the estimated future cash 
flows are discounted to their present value using a pre-tax discount rate that reflects current 
market assessments of the time va lue of money and the ri sks specific to the asset. These 
calcu lations are corroborated by va luation multiples, quoted share prices for publ icly traded 
subsidiaries or other available fa ir va lue indicators. 

Impairment losses of continuing operations arc recognised in the statement of profit or loss in 
those expense categories consistent with the function of the impaired asset. except, if any. for 
property previously reva lued where the revaluation was taken to equity. In this case the 
impairment is also recognised in equity up to the amount of any previous revaluation. 

For assets, an assessment is made at each reporting date as to whether there is any indication 
that previously recognised inlpairmcnt losses may no longer exist or may have decreased. If 
such indication exists. the Bank makes an estimate of the recoverable amount. A previously 
recognised impairment loss is reversed only if there has been a change in the estimates used 
to determine the asset"s recoverable amount since the last impairment loss was recognised. If 
that is the case the carrying amount of the asset is increased to its recoverable amount. That 
increased amount cannot exceed the carrying amount that would have been determined, net of 
depreciation. had no impainnent loss been recognised fo r the asset in prior years. Such reversa l 
is recognised in the statement of profit or loss unless the asset is carried al revalued amount. 
in wh ich case the reversa l is treated as a reva luation increase. 
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Notes to the financial statements (continued) 
3 I December 201 6 

Note 2 - Sig11ijica11t acco1111ti11g policies (co11ti1111ed) 

Cash and cash equivalents 

Cash and short-term deposits in the statement of financial position comprise cash at banks and 
on hand and sho11-tcnn deposits with an origina l maturity of three months or less. 

Cash and cash eq uiva lents include the following reserve: credit institutions established in 
Luxembourg are required to hold minimum reserves with the Luxembourg Central Bank. 
These deposits represent 2% of some of their liabilities and are considered as not available. 
Comp I iance with the reserve requirement is determ incd on the basis of the institut ions· average 
daily reserve holdings over the maintenance period. thus reserves of credit institutions can vary 
from one day to another following their treasury managernent. the money market or thei r 
expectations in interest rates. 

Employee benefits 

Employee benefits arc all forms of consideration given by an entity in exchange for service 
rendered by employees or for the termination of employment. 
Short-term employee benefits are employee benefits (other than termination benefits) that arc 
expected to be settled wholly before twelve months after the end of the annual reporting period 
in which the employees render the related service. They include: 

wages, salaries and social security contributions: 
paid annual leave and paid sick leave: 
profit-sharing and bonus: and 
non-monetary benefits (such as medical care. housing or cars) for current employees. 

Post-employment benefits arc employee benefits (other than termination benefits and short­
term employee benefits) that are payable after the completion of employment. The Bank 
contri butes to a defined contri but ion retirement plan located with an external insurance 
company. 
The Bank does not grant any other employee benefits. 

Provisions 

Prov isions are recogni sed when the Bank has a present obl igation (legal or constructi ve) as a 
result of a past event and when it is probable that an out flow of resources embodying economic 
benefits will be required to settle the obligation and when a reliable estimate can be made of 
the amount of the obligation. Where the Bank expects some or all of a provision to be 
reimbursed, for example under an insurance contract. the reimbursement is recognised as a 
separate asset but only when the re imbursement is virtually certain. The expense relating to 
any provis ion is presented in the statement of profit or loss net of any reimbursement. If the 
effect of the time va lue of money is material, prov isions are di scounted us ing a current pre-tax 
rate that reflects, where appropriate, the risk specific to the liability. Where discounting is used, 
the increase in the provision due to the passage of time is recognised as an interest expense. 

Other liabilities 

Thi s caption includes liabilities such as income perceived in advance, accrued expenses and 
expenses due but not yet paid. Other liabilities arc stated at cost. 
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Notes to the financial statements (continued) 
3 I December 20 16 

Note 2 - Sig11ifica11I "cco1111ti11g policies (co11ti1111etl) 

Discontinued operations 

A discontinued operation is a component of the Bank·s business. the operations and the cash 
nows of which can be clearly distinguished from the rest of the Bank and which: 

represents a separate major line of business or geographical area of operations; 
is a part of a single co-ordinated plan to dispose of a separate major line of business or 
geographical area of operations: or 
is a subsidiary acquired exclusively with a view to re-sale. 

Classification as a discontinued operat ion occurs at the earlier of disposal or when the 
operation meets the criteria to be classified as held for sale. 

When an operation is classified as a discont inued operation. the statement of comprehensive 
income is re-presented as of the operation has been discontinued from the start of the 
comparative year. 

Inte rest income and ex pense 

For all instruments measured at amortised cost. interest income and expense are recogni sed in 
the statement of profit or loss as they accrue. taking into account the effective yield of the asset 
and the liability or an applicable noating rate. Interest income and expense include the 
amortisation of any discount or premium or other differences between the initial carrying 
amount of an interest bearing instrument and its amount nt maturity ca lculated on an effecti ve 
interest rate basis. 

In relation to negative interest rates. the Bank recognises negative interest rates generated by 
placements or assets in the interest expense caption. while positive interests generated by 
deposits or liabilities in the interest income captions. 

Fee and commission income 

Fee and commission income arises on financial services provided by the Bank including cash 
management services, brokerage services, investment advice and financial planning. 
investment banking services, project and structured finance transactions, and asset 
management services. Fee and commission income is recognised when the corresponding 
service is prov ided. 

The Bank recognises the whole amount of fees and commissions income into the statement of 
profit or loss when their purpose is to reimburse specific or general costs incurred by the Bank 
in preparing and completing a transaction and they do not represent add itional return on a loan 
or receivable. 

Dividend income 

Di vidend income is recognised in the statement of profit or loss when the Bank·s right to 
receive the payment is established. 
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Notes to the financial statements (continued) 
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Note 2 - Sig11ijica11t acc01111ti11g policies (co11ti1111ed) 

Net realised gains and losses on financial assets and liabilities not at fair value through 
profit and loss 

Gains and losses on financial assets and liabilit ies arc recognised in the statement of profit or 
loss at the date of sale, on the basis of difference between the consideration pa id or collected 
and the carrying amount of such instruments. In case of Available for sale assets, gains and 
losses are adjusted to take into consideration premiums and discounts accrued as at the date of 
sale. 

Taxes 

Current income UL\: 

Current tax assets and liabilities for the current and prior years are measured at the amount 
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws 
used to compute the amount are those that are enacted or substantia lly enacted by the statement 
of financial position date. 
In accordance to the local law (article 164 LIR) a company can neutralise its current income 
taxes thanks to the consol idation of taxable results with the taxable losses generated by its 
Parent Company located in Luxembourg. 

Deferred income ltL\. 

Deferred income tax is provided using the liability method on temporary differences at the 
statement o f financial position date between the tax bases of assets and liabilities and their 
carrying amounts for financia l report ing purposes. 

Deferred tax liabilities are recognised for all taxable temporary differences. except: 

where the deferred tax liability arises from the initial recognition of goodwill or of an 
asset or liability in a transact ion that is not a business combination and, at the time of the 
transaction. affects neither the accounting profit nor taxable profit or loss: and 

in respect of taxable temporary differences associated with investments in subsidiaries. 
associates and interest in joint ventures. where the timing of the reversal of t he temporary 
differences can be controlled and it is probable that the temporary differences will not 
reverse in the foreseeable future. 

Deferred tax assets arc recogn ised for al l deductible temporary differences. carry forward and 
unused tax credits and unused tax losses, to the extent that it is probable that future taxable 
profits will be available aga inst which the asset can be utili sed. The carrying amount of 
deferred tax assets is reviewed at each statement of financial position date and reduced to the 
extent that it is no longer probable that sufficient taxable profit will be available to allow all or 
part of the deferred tax asset to be utilised. Unrecognised deferred tax assets are reassessed at 
each statement of financial position date and are recognised to the extent that it has become 
probable that future taxable profit will al low the deterred tax assets to be recovered. 

Deferred tax assets and liabilities arc measured at the tax rates that are expected to apply to the 
year when the asset is realised or the liabi lity is settled, based on tax rates and tax laws that 
have been enacted or substantively enacted by the statement of financial position date. 
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Note 2 - Significant acco1111ti11g policies (co11ti1111ed) 

Current tax and deferred tax relat ing to items recognised directly in other comprehensive 
income arc also recognised in other comprehensive income and not in the statement of profit 
or loss. 

Deferred tax assets and deferred tax liabilities are offset. if a lega lly enforceable right exists to 
set off current tax assets against current tax liabi lities and the deferred taxes relate to the same 
taxable entity and the same taxation authority. 

Note 3 - Fi11a11cia/ risk ma11ageme11t 

(a) Introduction and overview 

The Parent Company governing bodies (Supervisory Board and Management Board), 
supported by specific Committees, define the "risk profile .. at Group level for all the Group 
entities. The Group risk profi le definition considers risk management and contro l as key factors 
to guarantee a solid and sustainable creat ion of value in a risk contro lled environment in order 
to assure financial stabi lity and reputat ion of the Group and to provide a transparent portfolio 
risk representation. The risk pol icy is consequently aimed to ach ieve an appropriate balance 
between risk and return. 

The local Risk Management unit operates under the direction of the Chief Risk Officer and 
applies the Group business strategics and object ives, defines scopes and methods to manage 
risks: 

assures different types of risk measurement and control .i.e. market. interest rate, liquidity 
and operational risks fo llowing spec ific policies: 

revaluatcs the Bank assets according to mark-to-market and fair value principle defined 
in a .. Fair Value Policy'" issued at Group level: 

measures linancial risks in the bank ing book nnd assures that the loca l limits stated by the 
Parent Company are respected. A periodic reporting is made to the Parent Company: 

provides the relevant reports to the Parent Company, the Audit Committee, the Board of 
Directors, the General Management and to the Asset/Liabilities Committee. 

The Ri sk Management function supports the risk identi Ii cation and measurement processes by 
providing details and own assessments, proposes risk manage1nent policies and approaches 
compliant with regulatory and the ultimate Parent Company requirements. 

The Credit function prov ides details, own assessments and complies with regulatory and 
ultimate Parent Company requirements with regards to credit risk. and coordinates the 
decisions taken by the Credit and Asset Quality Committee. 

The Accounting department prov ides the capital data details and supports the reconciliation 
with the supervisory capita l. 

The Compl iance function encompasses all measures aiming to avoid that the Bank incurs any 
loss. financial or not. due to the fact it does not comply with applicable laws and regulations. 
It is an independent function that identifies. assesses, advises, monitors and reports on the 
Bank's compliance risk. 
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Note 3 - Fi11a11cial risk 111mwge111e11t (co11ti1111ed) 

The Organization & Human Resources Division assures adequate organizati onal framework 
and clear lines of responsibilities. with relevant documentation. 

The Internal Audit prov ides an independent, periodic and comprehensive review of the 
processes and of the compliance with regulatory and Group requirements. 

Roles and responsibilities of the Bank·s bodies and departments/functions have been defi ned 
in coordination with the ultimate Parent Company. 

(b) C redit risk 

Credit risk is the risk that the Bank will incur a loss because its customers, clients or 
counterpar1ies fai led to discharge their contractual obligations. 

Credit risk arises due to: 

exposure to corporate and private clients: 

exposure to institutional countcrpartics. 

The Bank credit risk management is based on the commercial and risk strategy drawn up by 
the Management and validated by the Board of Directors. The ma in principles are as fol lows: 

the Bank grants credits in priority to corporate clients who arc often also clients of the 
Group or are part of the Group: 

ca lcu lation of the impact on capital req uirements is made for all new cred it transactions. 
The objective is to maintain the adequate ratio of the own funds beyond the l 0.5% 
required by loca l regulation: 

each new customer relation must be approved by the "Client Control Committee,. and 
where applicable by the "Committee of acceptance of new customers and operations": 

the mai n exposures are toward the ultimate Parent Company: 

a large proportion of the loans are collateralised by pledges (cash or securities): 

the Bank does not systematically requ ire a I 00% collateral as a guarantee. It depends on 
the reputation of the borrower. 

Credit risk is assessed by reviewing: 

large exposure: 

credit limits and collaterals: 

credit lines: 

financia l analys is; 

ratings. 

The Bank has in place a manual of procedures, which describes the controls. review and reports 
regarding credit risk. The Bank has a regular Credit Committee which rev iews major 
transactions and risk situations. Periodic reporting on credit risk is made to the Audit 
Comm ittcc. 
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Note 3 - Fi11r111cial risk 111r111ageme11t (co11ti1111ed) 

(i) Maxi11111111 expos11re to credit risk without taking account of any collateral and other 
credit e11'1a11ce111e11ts 

The table below shows the maximum exposure to credit risk for the components of the 
statement of financial posit ion, including derivati ves. The max imum exposure is shown before 
the effect of mitigation through the use of coll ateral agreements but alter deduction of 
impairments. 

Maximum exposure 

(in EUR) 2016 20 15 

Cash and cash balances with central banks 79,503,903 54,1 11,918 
Financial assets held for trading 25.469,01 7 107,139,364 
Fimrnc~t l assets at fair value through profrt or loss 16.550.671 18295.521 
Available-for-sale financ~1l assets 2.944.460.o.t6 2.669278226 
Loans and advances 14.893.744.682 13.286254225 
Derivatives held for hedging 841.669 466,733 
Other assets 17.290.1 86 I 0.583.1 39 
Total 17,977,860, 17-' 16, I -'6, 129, 126 

Guarantees 215.309.11 9 35.8262 19 
Commitments 3.520.103.961 585,824,899 
Total 3,735,4 13,080 62 1,651 , 118 

Where financial instruments are recorded at fair va lue. the amounts shown above represent the 
maximum risk exposure that cou ld arise in the future as a result of change in va lues. 

For more detail on the maximum credit exposure to credit risk for each class of financial 
instruments. references shall be made to the spec ific notes. 
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Note 3 - Fimmcia/ risk 11u111age111e11t (co11ti1111ed) 

(ii) Credit quality per class of ji11a11cial assets 

For classification of non-performing exposures in the various risk categories (doubtful loans. 
substandard exposures and past due exposures), the Bank rules laid down by its ultimate Parent 
Company. 

The table below gives a breakdown by categories of gross financial assets and credit quality 
(except for cash balances with central banks) before impairment: 

l'crilnning ass et~ 

(in EUR) 2016 

Financial assets held for 25A69.017 
trading 
Financial assets at fair 16.550.671 
\'alu1.: through proln or 
loss 
/\ '~1ibhk:-for-sak: 2.9H460.().16 
financial assets 
Loans and advances 14.772J47.6-17 

Total 17.758.827.38 1 

l'c rilnnin!( :issrts 
(in ElJR) 201:; 

F11i:t11CL11 as~cts held for 107.1 J9J6.1 
trading 
Financi.11 assets at fair 18.295521 
1•alLk! through proln or 

loss 
/\ v:ubhk:-for-sak: 2.669.278.226 
fu10nci:JI assets 
Loons and ad\'anccs 13.165.S 14.905 

Total 15,960,528,0 I(, 

Substaml:ml 
Ooubtfiil :Lurts Cll)O SUn'S 

2016 2016 

132J42.967 

I 32.3-'2.96 7 

Sub~ t:1111l:ml 

Doubtful :1sS('tS l'\JIOSlll\'S 

201 5 20 15 

131.9-17.48.\ 

131 ,947,484 

r :ist due exposures 
20 16 

l':L~ t dU(' CXJIOSUl\'S 

201:; 

Total 
201 6 

2S.469.017 

16.550,671 

t .i,904,690,61-' 

17,89 I, I 70,348 

Tot:il 
2015 

107.139.364 

18.295.521 

2.669.278,226 

13,297 .762.389 

16,092.475.SOO 
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Note 3 - Fimmcial risk mmwgeme111 (co11til111etl) 

(iii) Credit quality per class o.fji11a11cial assets 

The gross and net exposures of loans and advances are as fo llows: 

(in EU R) 

Performing loans 

Doubtlill loa11s 

1•as1 due exposun:s 

Total 

(in EUR) 

Performing loans 

Doubtful loans 

Past due exposures 

Tot:1I 

( ;ross cx1111s111-c 

20 l(j 

l..J.772.3·17.(>-17 

132.342.%7 

I ..J ,90.i.690,61..J 

Gross c xpos ur-c 

2015 

13.165.814.905 

13 1.9-17.4114 

13,297. 762,389 

Individual 
imp:1innc nl 

2016 

( I0.9·15.932) 

( I0,9-15,932) 

Individual 
impairment 

2015 

(653.199) 

( I 0.854.965) 

(11,508, 16..J) 

Collcrti\'c 
irnpaim1c nt 

20 16 

Collective 
im1l:1innc nl 

2015 

Net ex pos ure 

2016 

14.772.3-17.<>-17 

121.397.035 

I ..J,893,7..J..J.682 

Net cxposu r-c 

2015 

13.1 65.161.706 

121.092.S 19 

13.286,25..J,225 

As at 3 1 December 20 16, there is no credit position that could qualify fo r loan forbearance as 
defined by the ESMA (European Security and Market Authority). 

(iv) Co11ce111ratio11 <if risks 

In order to avoid a too high concentration of risks. the Bank has to respect the following limit 
on a permanent basis: 

the total risk exposure toward a single client or group of connected clients must not exceed 
25% of the own funds of the 13ank. 

As at 31 December 2016. the lending limit amounted to EUR 463 mi ll ion 
(20 IS: EUR 335 mi ll ion) and - except fo r intergroup operations and one sovereign risk 
(Government of Italy) - no borrower exceeded this amount. The main exposure relates to 70 
borrowers or group of borrowers (2015: 25 borrowers or group of borrowers) with financing 
between EUR 8.6 bi llion and EUR 15 million each (2015: between EUR 9 billion and EUR 
13 million). 

The Bank produces large exposures reports. which are the main tests of exposure 
concentrat ion, as they inc lude exposures to ind ividual clients as we ll as group ol'counterparties 
and banking counterparties. They arc communicated to the Management on a regu lar basis. 

Following the Bank's request. the CSSF has approved an exemption from including in its 
calculation of the large risk exposures, in accordance with point 24, pa11 XV I of CSSF circular 
06/273 as subsequently amended and article 400.2 of the EU Regulation No 575/20 13, the 
risks to which the Bank is exposed with the Intesa Sanpaolo Group. The exposures on related 
parties are disclosed in Note 28. 
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Notes to the financial statements (continued) 
3 I December 2016 

Note 3 - Fimmcial risk 111r111age111e11t (co11ti1111ed) 

(l~ Geographical al/ocatio11 of risks 

As at 31 December 2016 and 2015. the distribution by geographical area or the risks held in 
securities (except for trading pos itions and deri vatives held for hedging) and loans and 
advances before taking into account collateral held and other cred it enhancements can be 
summarized as follows: 

(in ElJR) 

ltnly 
USA 
Japnn 
France 
Spain 
l .uxembourg 

13clgium 

Gcm1nn) 
United Kingdom 
Switzcrlnnd 
The Netherlands 
Poland 

l'nnama 
Russia 
Croatia 
I lung;1ry 
Romania 
Supranational 

Slovenia 
Portugal 

igl.!ria 
Circecc 
Ireland 
Czech Rl.!public 
D..:nmark 
Norway 

Canada 
Other 

Total 

2016 

Securities 
(AFS, l'VPL) 

2.616. 183. 192 

24.8 11.034 

I 0.234.418 

7.855.911 
5.025.202 

26.780.739 

226. 092. 500 

5.032.603 

28.8 15.142 
10.1 79.976 

2.961.0 I0.717 

Loans nnd 
advances 

I 0. 535. 215.(139 

73.796.009 

200.285 

195.092.343 
12 1.036.433 

722.379.95 1 
76.22 1.1 02 

150.248. 742 
473.513.545 

I. 9·14.314 

1.351.468.66 1 

3.993.964 

1..138 
167.900.967 

61.248.431 
1..11 2.636 

132. 773.10 I 

6.305.808 

1.465.6 74 
2.685.170 

753 
352.459 

68.243.209 

882.022 
618.643 

358.496 
744.384.889 

14.893. 744.682 

201!' 

Securities 
Lonns and 

(AFS. FVPL) 
advances 

2.363.3 12.456 11.066.659.453 

29.403.876 

491.008 
235.273.379 

12.462.060 
2 11.1 85 349.289. 70 I 

126.594.496 
149.336.772 

9.952.425 

16.3 16.883 
18.295.52 1 396.653.8 14 

4.7 16.971 

527. 7 18.397 
9 1.243.385 

1.212.244 
131. 762.274 

305. 754.585 

8.063.068 
1.525.977 

5.198.763 
2.020 

562.280 

2.624.642 

119.190.337 

2.687,573.747 13,286.254,225 
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Notes to the financial statements (continued) 
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Note 3 - Fimmcia/ risk ma11ageme11t (co11ti1111ed) 

(in EUR) 

Belgium 
Cannda 
France 
German} 
I lung.1~ 
Iran 
lwly 
Luxembourg 
T hc Ne1hcrlands 
Swi11crlaml 
Turke) 
USA 
Uni1cd Kingdom 
Vcnc/11cla 
Congo Dem. Rcpuhlic 
Sou1h Africa 
Russia 

Totnl 

20 16 

Guarantees Co mmitments 

400.536.809 
35.000 

181.162 
262.678 

22.500 
13.388.8-13 283.588.3:'0 
29. 130.393 111 .479.562 
11.29 1.8 18 l .4:!7. 162.59 1 

624 .267 3. 136.786 
11.500 

8.545.01 1 227.735.319 
151.74:'.9-H 292. 186. 766 

17.500 
52.500 

2-l.277.77ll 
750.000.000 

215.309. 11 9 3.520. 103.% 1 

20 15 

G11:1 r.111tccs 

15.000 
97.486 

247.500 
22.500 

11 .690.800 
23.009.006 

6 19..127 
7.500 

87.000 
7.500 

22.500 

35.826.2 19 

Co mmitmen ts 

247..161.017 

17.663.882 

38.000.000 
2ll2. 700.000 

585.824.899 

Significant concerns about creditworthiness of certain Eurozonc countries pers isted during the 
year leading to speculation as to the long-term sustainability of the Eurozone. 

The Bank is exposed to such risk ma inly through the Italian sovereign debt securities held in 
its securities port fol io. 

Republic of Italy 

Maturing on : EUR 
2017 I 00.849, 133 
2018 775.295.096 
20 19 549.083.971 
2020 778,424. 761 
2021 229.660,244 
2022 86.056,347 

2023 60,546,2 17 

T ota l 2,579,915,769 
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Notes lo the fi nancia l statements (continued) 
3 I December 2016 

Note 3 - Fimmcia/ ri.,·k 111<111age111e111 (co11ti1111ed) 

(vi) /11d11.\'IJJ' sector allocation <?/'risks 

As at 3 I December 20 16 and 2015. the breakdown by industry sector of the risks held in 
securities (except for tradi ng positions and derivatives held for hedging.) and loans and 
advances before taking into account collateral held and other credit enhancements can be 
summarized as follows: 
(in EUR) 20 16 2015 

Securities Loans Securi ties Loans 
(AFS. F\IPL) and adv:111cc s (AFS, FVPL) and :ulvanccs 

Financial ins1i1u1ions 116.541.147 8357.143.757 306.561.788 9.809.860.607 
Public scclor 2.806.008.265 29.722.572 2.362.505.253 3.001.585 
Olhcr incluslrics 38.461.305 5.465.0lG. I 5<1 18.506.706 2.53 1.906.995 
lndividuab 1.041. 795.1 97 941.485.038 
Total 2,961,010.7 17 14,893, 744,682 2,687.573,747 13.286,254,225 

(in EUR) 20 16 20 15 

Guamntees Commitmc nls Guamntces Commitments 

Financial institutions 161,780.478 31,987.271 38,976,085 

Other industries 52,360.535 3.520.103.96 1 3.227.949 546.774.042 
Individuals 1,168.106 610.999 74.772 

T otal 2 15,309, 11 9 3,520, I 03,96 1 35,826,219 585,824,899 

(c) Liquidity risk 

Liquidity risk is defined as the risk that the Bank is not able to meet its payment obligat ions 
when they fa ll due (funding liquidity risk). Norma lly, the Bank is able to cover cash outflows 
with inflows of cash. readi ly marketable assets and its own capacity to obtain credit. With 
regards to readily liquid assets in particular. market turmoil may occur which makes their sale 
or use of guarantee in exchange for funds extremely difficult (or even impossible); from this 
point of view. the Bank's liquidity is closely tied to the market. liquidity conditions (market 
liquid ity risk). 

The Liquidity Risk Management policy of the Bank is intended to define the guidelines for 
prudent management of this risk. outlining all the control processes and standards designed to 
prevent situations of liquidity crisis for the Bank. 

The Intesa Sanpaolo Group Guidelines for Liquidity Risk Management defines the rules. 
measurement methodologies. behavioura l parameters and quantitative limits for the Bank . 
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Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial statements (continued) 
3 I December 2016 

Note 3 - Fimmcia/ risk 111a11ageme11t (co11ti1111ed) 

In accordance with the Group guidelines and with the aim of guaranteeing a sufficient and 
balanced level of liquidity to ensure on-go ing availability of sufficient funds to meet its day­
to-day payment commitments: 

the Bank developed a prudent approach to liquidity management, so as to maintain an 
overall risk profile at extremely contained leve ls: 

the liqu idity risk management policy is clearly communicated to the whole organisation: 

all the Bank·s operational units which carry out activities which have an impact on the 
liquidity are familiar with the liquidity management strategy and with the corresponding 
costs and should act within the framework of approved policies and limits; 

the units responsible for managi ng the liquidity risk operate within the approved limits: 

the Bank maintains a sufficient level of readily liquid assets to enable business-as-usual 
and overcome the initial stages of any shock to its own liquidity or that of the system. 

The Bank also complies with Group regulations that from time to time may be imposed on the 
Bank as part of the Intesa Sanpaolo Group, such as occasional limitation of the access to the 
market by concentrating with the Parent Company any excess of liquidity. 

As at 31 December 20 16, the Liquidity Coverage Ratio of the Bank as defined in the a11icle 
416 of EU Regulation No 575/2013 was 137% (20 15: 121 %). 
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Note 3 - Fi11a11cia/ risk ma11ageme11t (co11ti1111ed) 

Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the fina ncial statements (continued) 
31 December 2016 

The tables below present the cash flows payable by the Bank under non-derivative and derivative financia l liabilities held for managing liquidity risk by 

remaining contractual maturities at the date of the statement of financial pos ition. 

31 Deccmber2016 
(in million EUR) 

Deposit from central banks 
Financial liabilities held for trading 
and derivatives held for hedging 
Financial liabilities at fair value 
through profit or loss 
Financial liabilities measured at 
amortised cost 

Total 

31 Dece mber2015 
(in million EUR) 

Deposit from central banks 
Financ ial liabilities held for trading 
and derivatives held for hedging 
Financial liabilities at fair value 
through profit or loss 
Financial liabilities measured at 
amortised cost 

Total 

< I 

month 

20 

4,534 

4,554 

<I 
month 

4,330 

4,331 

2: I month 
< 3 months 

15 

636 

652 

2: I month 
< 3 months 

7 

775 

782 

2:3 months 
< 6 months 

15 

2,086 

2,10 I 

2:3 months 
< 6 months 

14 

520 

535 

2:6 months 
<I year 

27 

.., ?'"l"'I 
.>,-.).) 

3 ,261 

2:6 months 
< I year 

33 

1,104 

1, 138 

2:1 year 
< 2 years 

66 

3 

2,682 

2,75 1 

2:1 year 
< 2 ye ars 

60 

3 

4,279 

4,342 

2:2 years 2: 5 
< 5 years __ years 

1.317 

73 

10 

1.259 

2,659 

2:2 years 
< 5 years 

591 

38 

8 

2.687 

3,324 

2 

2 

.. 

2: 5 
years 

4 

277 

28 1 

Total 

1,317 

218 

15 

14,432 

15,982 

Total 

591 

153 

17 

13.972 

14,733 
= 

- 35 -



Note 3 - Fi11a11cial risk 111a11ageme11t (co11ti1111etl) 

Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial sta tements (continued) 
31 December 2016 

The breakdown by sector of fi nancial liabil ities is as fol lows (in EUR): 

Govcmmcnl and Other public Non financial 
2016 central banks entities Financial institulions companies 

Deposits from central 
banks 1.3 16.971,256 - - -
Financial liabilities held for 
trading and for hedging - - 167.484.552 1.478.319 

Financial liabilities at fair 
value through profit or loss - - 16,065.533 -

Financial liabilities 
measured at amortised cost - 286,006, 138 587, 152. 750 788, 765, 955 

Total 1,3 16,971,256 286,006, 138 770, 702,835 790.244,274 

Other Total 

- 1,316,971,256 

17.314.729 186,277,600 

- 16,065,533 

12, 770.604, 716 14,432,529,559 

12,787,919.445 15,951.843.948 
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Note 3 - Fi11a11cial risk 11u111age111e111 (co11ti1111ed) 

2015 

Deposits from central 
banks 
Financial liabilities held for 
trading and for hedging 

Financial liabilities at fair 
value through profit or loss 

Financial liabilities 
measured at amortised cost 

Total 

Government and 
central banks 

591.259.790 

591,259, 790 

Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial' statements (continued) 
31 December 20 16 

Other public 
entities 

I 08,549,218 

108,549,2 18 

Financial institutions 

124,324, 971 

17,670,580 

525,555,224 

667,550,775 

Non financial 
companies 

560. 163 

1.325.133.595 

1,325,693, 758 

Other Total 

591,259, 790 

4,353,952 129,239,086 

17,670,580 

11 ,903,958. 709 13,863, 196, 7 46 

I 1,908,3 12,661 I 4,60 I ,366,202 
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Notes to the fi na ncia l s tatements (continued) 
31 December 20 16 

Note 3 - Fimmcia/ risk 111mwgeme111 (co11ti1111ed) 

201 6 

Deposits from ccn1ral banks 
Financ~1l liabili1ics held for 1rading and for hedging 
Finand 1l liabilit ir.:s ;11 fair value lhrough profit or loss 
Financia l lial11litir.:s measured ;11 amoriiscd cos1 
Total 

2015 

Deposits from ccmral banks 
Financial fohilitir.:s held for lrading and for hedging 
Financial liabililir.:s at fair value through prorn or loss 
Fi11anc~1l liabilit i.:s measured al amorit.cd cost 
Tomi 

(d) Market risk 

Zonr El'ltO 

IJ l(>.971156 
I 85.932.R65 
16.065.533 

13.876.999.521 
15J'J5.%9. I 7S 

i',lHlf Ell ltO 

591159.790 
127J37.63 1 
17.670580 

13.-157.352.-126 
1-1.193.620.-127 

Othrr Euro1lfan 
countrirs 

228.028 

51-1.%2137 
51S.I90.26S 

Othr r Europr :m 
countrir s 

971.6-1-1 

362.603185 

Olhr r Total 

1.316,97 1.2% 
116.707 186.277.600 

16.065.533 
-10.567.801 1-1.-132.529.559 

-1 0.68 -1 .5011 15.951.8-13.9 -18 

Otht·r Total 

591.259.790 
929.81 I 129.239.086 

17.6705 80 
-131-11.035 13.863.196.7-16 

-1-1.170.8-1 <· 1-1.601.366.202 

Market risk is the risk that the fair value or fu ture cash flows of financial instruments wi ll fl uctuate 
due to changes in market variables such as interest rates, foreign exchange rates and equity prices. 

The Bank· s primary financial instruments comprise money markets assets and liabi Ii ties. some cash 
and liquid resources and various other items that arise directly from its operations. 

The Bank enters into derivatives transactions, which are mainly interest rate swaps ( .. IRS") and 
forward foreign currency contracts. Those derivatives are held from an economic point of view for the 
purpose of monitoring the Bank 's interest rate risk and currency risk respect ively. 

The Treasury Department is part of Dealing Room and is responsible for managi ng the interest rate 
risk and fore ign exchange risk generated within the Bank and fo r maintaining them within risk limits 
validated by the Board of Directors of the Bank. 
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Notes to the financial statements (continued) 
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Note 3 - Fill(mcial risk 11u11wge111e11t (co11til111ed) 

To assess market risk. the Bank has put in place a reporting addressed to the Authorized 
Management, the Internal Audit. the Financial Markets Division and any other operational service 
responsible. 
The Risk Control Function carries out their own ana lyses and assessments and the results arc 
co1nmunicated period ically to the members of Authori zed Management of the Bank, to the 
Financial Markets Division. to the ALCO Committee and to the Board of Directors, through the 
Audit Committee . 

The Risk Management conducts dai ly controls of positions in foreign exchange, securities trading 
and interest rate. The result of these checks and any overruns positions are communicated through 
a daily report to the Management of the Bank. 

The Bank has in place Policies and a manual of procedures for the Treasury department and Risk 
Management. which describe limits. rules and controls. 

Risk measurements 

A Value at Risk (VaR) measurement of the proprietary portfolio is computed by the Parent 
Company Risk Management on a weekly basis and communicated to the Bank Risk Control 
Function in charge of the analysis. 

The VaR model used by the Group and applied to the Bank is based on simulations where 
calculations of ri sk is made through the construction of "n" scenarios possible variations 
compared to the initial value of the risk factors: the scenarios are applied to the initial value of the 
risk positions in order to estimate the theoretica l distribution of profit and loss on which to 
calculate the VaR at a predetem1ined percentile. 

The approach used for the VaR computation is characterised by: 
• a model of hi storical simulation using the platform Mark-to-Future (Algorithmics): 
• a confidence interval of 99-th percentile: 
• a considered holding period of I day: 
• a full revaluation of positions. 

A daily VaR limit is fixed at EUR 6.2 million. 
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Note 3 - Fimmcia/ risk 111mwge111e11t (co11ti1111etl) 

(i) Interest rate risk 

A veraue interest rates 

The average effective interest rates on financial instruments by main currencies for the year ended 
3 1 December 2016 and 2015 are as fo llows: 

EU R 
USD 

Asse ts 

0.6987% 
2.5547% 

2016 

Liabilities 

0.4334% 
1.378<)0/o 

Assets 

1.0275% 

1.62 15% 

20 15 

Liabilities 

0.627 1% 

0.778 1% 

Interest rate risk is the risk arising from potential changes in interest rates that have an impact on 
the Bank·s assets and liabi lities other than those that arc present in the trading portfolio. 

In general , the interest rate risk is covered as follows: 
• concern ing client deposits in Euro as well as credit, investment and interbank loans, the 

Bank generally uses noating rates. which sustain profit margin. Euro bonds that pay fixed 
rate are hedged by interest rate swaps. 

• concerni ng loan and credit operations held in foreign cu rrenc ies. the Bank uses a roll over 
interest rates with a pre-agreed fixed margin. 

The interest rate risk is mainly represented by treasury operations which are not perfectly hedged 
at maturity or risk of maturity transformat ion. 

The interest rate risk is analysed based on the maturity of claims and liabil ities. which also gives 
a measure of average margins and durations for treasury operations in given currencies. In order 
to opt imise treasury activities. a mismatch is authorised either through cash positions, off balance 
sheet positions short term I RS, FRS or Futures. It is subject to certain limits in terms of interest 
rate positions. liquidity and concentration of client deposits. 

The set of "Shifi sensiti vity + I OObps" li mits for the Bank has been approved by the Group 
Financial Risk Committee and by the 13ank Board on 25 October 2016 for the last time: 

Limits 

+I - 24 

Shon tenn 

0- 18 months 
+ I - 17 million 

Limit per time bucket 

i\ledium tenn 

18 - 5 years 
+-I - 18 million 

Long te rm 

> 5 years 
+I - 8 million 

In addition a shift sensit ivity + I OObps limit for USO currency has been introduced and equal to 
+/- 3.6 million 
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Notes to the financial statements (continued) 
3 I December 2016 

Note 3 - Fi11a11cinl risk ma11age111e111 (co11ti1111ed) 

In order to measure interest rate risk. the Risk Management Department uses on a daily basis the 
''shift sensitivity of Fair Va lue" indicator which measures the changes in economic value of a 
financial portfolio resulting from a parallel shift (+/- IOObps) in the discount curves (yield curve) 
related to currencies. To calculate the present value, discount curves which arc suitable for 
measuring individual financial instruments are applied. The total value of shifi sensitivity is 
broken down by time bucket (bucket analysis), in order to identify the distribution of ri sk over 
the time ax is. 

At year end. the va lues of shift sensitivity +/- I OObps were as follows: 

llucket Shift + IOObp 11erbucket Shift - IOOhp per bucket Limits 
Short term ( 14.108.021) (7,997.647) +/- 17 min 
Medium term 4.088.299 1.648.902 +/- 18 min 
Long term (7347.192) 3.722.665 +/- 8 min 
Total (17,366.914) (2,626,080) +/- 24 min 

At 31 December 2016, the interest margin sensitivity. which measures 1novemcnts generated by 
a parallel shift of the interest rate curve by +/- I OObps assuming an observation period of 12 
months, has been as follows: 

S hift + l OObps S hift - t OObps 

13.996.509 (2 1.205.4 74) 

The tables below present the financial assets and liabilities by repricing dates. Interest rate 
sensitive assets and liabilities are classified in the respective categories according to the interest 
rate repricing dates. For derivatives. the fair va lue of the instruments is used. Assets and liabi lilies 
insensitive to interest rate risk are included in the undetermined category. 
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Note 3 - Fil1(111cial risk ma11ageme111 (co11ti1111ed) 

3 1 December 2016 
(in million of EUR) 

Cash and cash 
balances with central banks 
Financial assets held for trading and derivatives 
held for hedging 
Financial assets at fair value through profit or 
loss 
Available-for-sale financia l assets 
Loans and advances 
Total financial assets 

Deposits from central banks 
Financial liabilities held for 
derivatives held for hedging 

trading and 

Financial liabilities at fair value through profit or 
loss 
Financial liabilities measured at amortised cost 
Total fi nancial liabilities 

< I 

month 

80 

75 
4,833 

4,988 

-

-

-
4,483 

4,483 

Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the fi nancia l statements (continued) 
31 December 2016 

2'. I month 2'. 3 months 2'. 6 months 
< 3 months < 6 months < I year 

- - IO I 
485 896 1.859 
485 896 1,960 

- - -

- -

- - -
687 2.086 3.233 
687 2,086 3,233 

2'. I year 
< 2 years 

88 1 
1.929 

2,810 

497 

-

-
2.683 

3,180 

2'. 2 years 
< 5 years 

17 

1,615 
4.280 

5,912 

820 

-

16 
1.259 

2,095 

2:5 
years 

271 

612 
884 

-

-

-
2 
2 

Undete nnined 

26 

26 

186 

-
-

186 

Total 

80 

26 

17 

2,944 
14,894 
17,96 1 

1,3 17 

186 

16 
14,433 
15,952 

Under the assumptions as defi ned here above taking into account assets and liabi lities as at 31 December 20 16, a I 00 bp increase or decrease in market interest rates 
would influence the interest income before tax by EUR ( 17.366,914) and EUR (2,626,080) respectively. 
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31 December2015 
(in million of EUR) 

Cash and cash 
balances with central banks 
Financial assets held for trading and derivatives 
held for hedging 
Financial assets at fa ir valul! through profit or 
loss 
Available-for-sale financ ial assets 
Loans and advances 
Total financial assets 

Deposits from central banks 
Financial liabilities held for 
derivatives held for hedging 

trading and 

Financial liabil ities at fair value through profit 
or loss 
Financial liabilit ies measured at amortised cost 
Total financial liabilities 

< l 
month 

54 

46 
4,333 
4,433 

-

-

-
4,332 
4,332 

Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial statements (continued) 
3 I December 20 16 

2: 1 
month 
months 

2: 3 
months 
months 

2: 6 
months 
< 1 year 

::: 1 year 
< 2 years 

- - 646 4 15 
395 330 2,020 2,289 
395 330 2,666 2,704 

- - - -

- - -

- - - -
383 5 10 1,588 5,001 
383 5 10 l ,588 5,001 

2: 2 years 
< 5 years 

1.562 
3,733 
5,295 

59 1 

-

-
1,772 
2,363 

2: 5 
years 

18 

186 
204 

-

-

18 
277 
295 

Undetem1ined Total 

107 

107 

-

129 

-
-

129 

54 

107 

18 

2,669 
13,286 
16,134 

591 

129 

18 
13,863 
14,601 

Under the assumptions as defined here above taking into account assets and liabilities as at 3 1 December 2015, a I 00 bp increase or decrease in market interest rates 
would influence the interest income before tax by EUR (2,022,825) and EUR (523,516) respectively. 
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Note 3 - Fimmcia/ risk 11u11wge111e111 (co11tiu11ed) 

(c) Foreign exchange mte risk 

Foreign exchange rate risk is the ri sk that the va lue of a financial instrument will fluctuate due to 
changes in fore ign exchange rates. 

Specific limits arc set-up based on the open positions in foreign currencies. In particular, for 
transact ions involving derivative instruments, ad hoc limits arc established. 

As at 31 December 20 16 and 2015. the financia l assets and liabil ities denominated in EUR, in 
USO and in other currencies are as follows (in EUR): 

31 Dccc mbcr2016 

Cash and cash oobnccs "ith 
ccn1r:il banks 
Financial assc1s al fair value 
through profrt or loss and hckl for 
trading 

/\ vaiL1blc-for-salc financial assc1s 
Lo.1ns and ad,nnccs 
Total fin;mcial assets 

D..:pos its from central banks 
Financ~1I k1bilitics held for trading 
and held for hedging 
Financial liabilities at fair \'aluc 
1hrough profit or loss 
Financial liabilities 1m:a~urcd al 
amortised cost 
Total tin:mcial liabilitie s 

t:: l 'R 

79.48 1.885 

1.998 

2.9-1-1..160.0-16 
12.82-1.900.187 

15.8-18.8-1-1, I 16 

1.316. 971.256 

I00.99R693 

I :1.643.876.585 
15.0<1 1,8-16.53-1 

l lSD 

6.959 

15.828. 18-1 

1.906.037.782 
1.921.872.925 

72.82lU92 

599.391. 796 
(172.220.188 

Othe r 

15.059 

26.189.506 

162.806.713 
189.01 1,278 

12.450.515 

16.065.533 

189.26 1.1 78 
2 17,777,226 

Total 

79,503.903 

-12,019.688 

2.9-14 .... 60,0-16 
1 .... 893.7 ...... . 682 

17.959.728.319 

1,316.971,256 

186,2 77 ,600 

16.065.533 

1 ... .... 32.529,559 
15,951,8 ... 3.9 ... 8 
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J I Deccmber2015 

Cash and cash balances with 
central banks 
Financi:tl assets al foir \ alue 
through profn or loss and held for 
trading 

J\ vailablc-for-salc tin:111d1I assets 
Loans and ad,w1ccs 
Tol:ll linancial asscls 

Deposits from central hirnks 
Financial liabilities held for trading 
and hckl for hedging 
Financial liabilit ies al filir \alue 
throug.h prolit or loss 
Financial liabilit ies 1m:as11rcd al 
amorttied cost 
Tolal fin ancial liabilities 

El lR 

5-1.074.553 

2.669178.226 
12.286.696. 769 

15,0 I 0,049,548 

591159.790 

I 15.6·15.879 

12.921.677.670 
I J,628,583.339 

(f) Capital ma nagement and capital adequacy 

Re1:11latory c"pit"I 

l lSI> 

20.660 

74.035367 

849.444.954 
923,500.981 

:l.683.569 

869.812.0s.t 
87 J.495,623 

0 1hcr Tolal 

16.705 54,1I1 ,9 18 

51399.518 t25 • .tJU85 

2,669.278,226 
150.112.502 13,286,254,225 

201 ,528, 725 16, I 35,079,254 

59 t.259,790 

9.909.638 129,239,086 

17.670.580 17,670,580 

71.707.022 13,863.196, 7 46 
99,287.240 14,60 I ,366,202 

The Bank is required to comply with the Luxembourg prudential regulations that transpose the 
European Directive on ··capital adequacy for credit institutions,. into national law. 

Duri ng the past years the Bank has complied wit h its entire externally imposed capital 
requ irement. 

The Bank regulatory capital is determined in compliance with CSSF circu lars. which adopted the 
Basel 111 capital requirements with effect from I Jan um)' 2014. 

The Bank regulatory capital consists of the sum of the following elements: 
Tier I capital (all qualities as Common Equity Tier I - CET I - capital), which includes 
ordinary share capital. related share premiums. retained earnings. reserves and NCI after 
adjustment for foreseeable dividends and deductions fo r goodwil l. intangible assets and other 
regulatory adjustments relating to items that are included in equity but arc treated differently 
for capital adequacy purposes; 
Tier 2 capital. which includes quali fy ing subordinated liabilities and certain provisions for 
loans losses that are presently unidentified on an individual basis. 
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Banking operations are categori sed as either trading book or non-trading book, and risk-weighted 
assets are determined according to specified requirements that seek to renect the vary ing level of 
risk attached to assets and exposures not recognised in the statement of financial position. 

The Bank' s ai m is to maintain a strong capital base so as to maintain investors, creditor and market 
confidence and to sustain the future development of the business. The impact of the level of capital 
on shareholders' return is also recogni sed and the Bank recognised the need to maintain a balance 
between the higher returns that might be possible with greater gearing and the advantages and 
security afforded by a sound capital position. 

The Bank' s regulatory position under 13asel Ill at 31 December 2016. excluding income for the 
current year. is as fo llows: 

T ic r 1 Capital 

Ordinar) share capital 
Share premium 
Other rcscncs and retained earnings 
less 50°/c.i or holdings in other cn.:dil and linancial 
ins1i1u1ions amounting 10 more than 10% or their 
capita l 

Others <kductions 

Total Tier I 

Tie r 2 Capital 

General credit risk adjustments 

Total Tier 2 

Total O\m fund c lligible fo r s olvency purpose s 

2016 

989.370.720 
7.720.692 

855.699.007 

1,852,790,4 19 

1,852,790,419 

20 15 

535.09 1.520 

805.035.917 

1,340, 12 7 ,437 

1,340, 127,437 
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Note 3 - Fimmcia/ risk 111t111age111e11t (co11tin11ed) 

Capital requirements mu/ risk weights 

The following table summarises the risks broken down by Basel regulatory class. These risks 
serve as a reference for calculating the solvency ratio of the Bank withi n the framework of 
regulatory reports filed with the CSSF. 

C rcd il and co ule rp:irty 1isk 

Ccntml gO\ernmcnls and central banks 
Corpor.11.:s 
lnstitulons 
Retail 
Exposures in default 
Equity cxposur.:s 
Other items 
Covered bonds 

Collo.:ctivc ill\'CSlmcnts und.:rlakings (CILI) 

Markel ris k 

Ope mlional ris k 

Tot:JI ris k \\e iJ!hted asse ts and 
capital 1-ec1uirc me nts 

Tier I capital ratio 
fo tol co11ital m tio 

Capital adequacy 

2016 
,\mount of risk 

we ighted 
:1ssc ts 

9,622,3-15,-139 

55.805.21 6 
4.723.695.529 
-1.698.358.739 

2.7-16.753 
537.763 

38.521.470 
30.585.967 
72.092.00.J 

1.998 

399.7 1-1,120 

I 0,022,059,559 

18 . ./9% 

18 . ./9% 

201 5 
Amount of ris k 

WC iJ,! htcd 
assc ts 

9,6-10.715,872 

11.6-M.817 
1.650.6 76.4 18 
7.9-12.130.161 

-1.497.879 
11.092.012 
1.335.167 

19.339.418 

-123,800,932 

I 0,06-1,516,80-1 

13.32% 
13.32% 

Under the European regulation transposed into national law by the CSSF circulars as amended, 
the Bank is required to comply with the rcgulato1y ratios at all times meaning minimum common 
equity capital ratio at least equal to 4.5%. a minimum Tier I Capital ratio at least equal to 6% and 
a minimum Tota l Capital plus Conservation buffer of I 0.5%. 

As at 31 December 2016, the solvency ratio of the Bank is 18.49% (2015: 13.32%), above the 
regulatory limit of 8% and above the Conservat ion buffer limit of I 0.5%. Over the 20 16 year. the 
higher solvency ratio amounted to 18.49% (December) and the lower amounted to 11.54% 
(March). 

Capital 11u111ageme11t mu/ plm111i11g 

The primary objectives of the Bank's capital management policy are to ensure that the Bank 
complies with externally imposed capital requirements and maintains strong credit ratings and 
healthy capital ratios in order to support its business and to maximise the shareholder value. 
The Bank manages it s capital structure and makes adjustments to it accord ing to changes in 
economic conditions and the risk characteristics of its activities. No changes have been made to 
the objectives, policies nnd processes from the prev ious years. 
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As part of the internal assessment process for its capital adequacy (relative to Basel Ill Pillar 2), 
the Bank considers that the Pil lar I risks (credit. market and operational risks) arc sufficiently 
covered by the regu latory capital under Pillar I as at 31 December 2016 and go ing forward. 

The /CAA P (l11temal Capital Assessment Process) 

The second Pillar of I3asel 111 capital framework describes how supervisory authorities and the 
Bank can effectively assess the approprintc level of regu latory capital. This assessment must cover 
all risks incurred by the Bank. their sensitivity to crises scenarios and how they are expected to 
evolve in light of deve lopment projects. 

This internal assessment system is regularly integrated into the Bank's deci sion-making and the 
management processes and supported. where appropriate. by impact analyses of crises scenarios 
on bus iness plans and by models that rencct concentrations and diversifications in an econmnic 
manner. 

(g) Operational risk 

The operational risk is the ri sk of loss resu lt ing from inadequate or failed processes. people and 
systems or from external events. This defin ition includes legal risk. 

Segregation of duties, internal procedures, and technological systems in force mitigate the risk of 
losses due to errors or inadequacies. 

(h) Derivative financial instruments 

Du ri ng 20 16 and 2015. in order to manage efficiently its treasury position. the Bank used mainly 
fore ign exchange transactions and interest rate swaps. 

As at 31 December 2016 and 2015. the notional amount and fair value of the deri vatives held for 
trading are as follows (in EUR): 

Assets 
Interest rate instruments 
Currency instruments 

Liabilities 
Interest rate instruments 
Currency instruments 

2016 

Notiona l amount 

2. 166.371.502 
2, 166,371,502 

75,000.000 
3. 729.449.890 
3,804,449,890 

Fair value 

25,467.019 
25,467,019 

3.4 16. 187 
85.278.907 
88,695,094 

2015 

Notional amount 

1.895.535.883 
I ,895,535,883 

175,000.000 
1,928. 153.929 
2, 103, 153, 929 

Fair value 

I 07, 139.364 
107,139,364 

3,501 ,082 
13,593,207 
17,094,289 

As mentioned in Note 2. as far as interest rate risk is concerned, only fair va lue hedge is applied 
by the Bnnk. 
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Note 3 - Fimmcial risk 111mwgeme111 (co11ti1111etl) 

(i) Fair values of financial assets and liabilities 

The following table summarises the carrying amounts and fa ir values of financial assets and 
liabilities measured at amortised cost (excluding cash balances with central banks) in the 
statement of financial position (in millions of EUR): 

Assets 

Loans and advances 

Liabilities 

Financial liabilities measured 
at amortised cost 

C :1rrying amount 

20 16 

14.894 

14.433 

Fair value 

2015 2016 2015 

13,286 14,761 13228 

13.863 15,803 14.444 

The fair value of the financial assets and liabilities corresponds to the amou nt at which the 
instrument could be exchanged in a current transaction between willing parties. other than in a 
forced or liquidation sale. 

The fair values of financial assets and financial liabilities measured at amortised cost have been 
determined though the present value of future cash nows: the value of a financial instrument held 
to maturity at the year-end analysis is equal to the sum at that date of al l the discounted cash 
innows and outnows expected. 

The cash flows are discounted with reference to the zero-coupon curve assoc iated with cu rrency 
in which the instrument is denominated and translated, where applicable. to the reference currency 
using the exchange rate applying on the analysis date. 

Fair value hierarchy 

The fair values of fi nanc ial assets and financia l liabilities that arc traded in active markets are 
based on quoted market prices or dealer price quotations. For all other financial instruments, the 
Bank determines fa ir values using other valuation techniques. 

(i) Va/11atio11111ode/s 

As at 3 I December 2016 and 2015. the Bank uses the following fair value hierarchy for 
determining and disclosing the fair va lue of financial instruments, which rcnects the significance 
of the inputs used in making the mcnsurements: 

Level I: inputs that are quoted prices (unadjusted) in active markets for identical assets and 
liabilities. This level includes listed equity securities and debt instruments on exchanges (for 
example: London Stock Exchange, Frankfurt Stock Exchange, New York Stock Exchange) and 
exchanges traded derivatives like futures (for example: Nasdaq, S&P 500). 

- 49 -



Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial statements (continued) 
31 December 20 16 

Note 3 - Fimmcia/ risk mt111ageme11t (co11ti1111ed) 

Level 2: inputs other than quoted prices included within Level I that are observable either directly 
(i.e. prices) or indirectly (i .e. derived from prices). This category includes instruments valued 
using: quoted market prices in active markets for similar instruments: quoted prices for identical 
or similar instruments in markets that are considered less than active; or other va luation 
techniques in wh ich al l significant inputs are directly or indirectly observable from market data. 

Level 3: inputs that arc unobservable. This category includes all instruments for which the 
valuation technique includes inputs not based on observable data and the unobservable inputs 
have a significant effect on the instrument's va luation. This category includes instruments that 
are valued based on quoted prices for similar instruments for which signifi cant unobservable 
adjustments or assumpt ions are required to renect differences between the instruments. 

Valuation techniques include net present value and discounted cash flow models. comparison 
with similar instruments for which market observable prices ex ist and other valuation models. 
Assumptions and inputs used in valuation techniques include risk-free and benchmark interest 
rates. credit spreads and other premia used in estimating discount rates, fo reign currency exchange 
rates. equity and equity index prices and expected price volatilities and correlations. 

The o~jective of va luation techniques is to arrive at a fair value measurement that renects the 
price that would be received to sell the asset or paid to transfer the liability in an orderly 
transaction between market participants at the measurement date. 

The Bank uses widely recogn ised valuation models for determining the fair value of common and 
more simple financia l instruments. such as interest rate and currency swaps that use only 
observable market data and require little management judgement and estimation. Observable 
prices or model inputs arc usually avai lable in the market fo r listed debt and equity securities, 
exchanged-traded derivatives and simple over-the-counter derivatives such as interest rate swaps. 
Avai labi lity of observable market prices and inputs varies depending on the products and markets 
and is prone to changes based on specific events and general conditions in the financial markets. 

(ii) Va/11atio11 framework 

The Bank has adopted and applied a specific policy issued by the Group, denominated " Fair Value 
Policy", which states principles and methodologies to calculate financial instruments fair value. 

In relation to controls and procedures put in place concerning valuation framework, please refer 
to Note 3.d .. Market risk ... 
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(iii) Fi11a11cial i11s1ru111e111s measured at.fair value - .fair value hierarchy 

The following table analyses financial instruments measured at fair value at year-end, by the level 
in the fair value hierarchy into which the fair value measurement is categorised. The amounts are 
based on the values recognised in the statement of financial pos ition. 

3 1 December 20 16 Level I Level 2 Levcl 3 Total 
(in EUR) 

Financial assets held for trading 

- Derivatives held for trading 25.467.019 25,467,019 

- Equity instruments 1.998 1,998 
Financial assets at fair value through 
profit or loss 

- Debt instruments 16.550.671 16,550,67 1 

Available-for-sale financial assets 
- Equity instruments (other than 630.497 2 11.185 841 ,682 

investments in subsidiaries) 
- Debt instruments 2.943.61 8.364 2,943,618,364 

Derivatives held for hedging 84 1,669 841,669 

Total financial assets 2,944,250,859 43,070,544 2,987,321 ,403 

Financ ial liabilities held for trading 

- Derivatives held for trading 88.695.094 88,695,094 

- Short positions 
Financ ial liabilities at fair value 16.065.5:u 16,065,533 
through profit or loss 
Derivatives held for hedging 97. 582.506 97,582,506 
Total financial liabilities 202,343. 133 202,343, 133 
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3 1 December 2015 

(in EUR) 

Financial assets hekl for trading 
- Derivatives held for trading 

Finand1I assets at fair value through profit 
or loss 

- Debt instruments 
Avai~1ble - for-sale financial assets 
- Equity instruments (other than 

investments in subsidiaries) 
- Debt instruments 

Derivatives hckl for hedging 
Tol:il financi:i l assets 

Financial liabilities he ld for trading 
- Derivatives held for trading 
- Short positions 

Financial liabilities at fair value through 
profit or loss 
Derivatives hekl for hedging 
Total financial liabilities 

Level I Levc l 2 

107.139,364 

18.295.521 

807103 211.185 

2.668259.838 
466.733 

2,669,06 7 ,041 126, 112,803 

17.094.289 

17,670,580 

I 12.144.797 
146,909,666 

Lcvel3 Totnl 

107,139,364 

18,295,521 

1,018,388 

2,668,259,838 
466,733 

2,795,179,844 

17 ,094,289 

17,670,580 

I 12,144,797 
146,909,666 

During the reporting years ending 3 1 December 2016 and 31 December 201 5, there were no 
transfers between Leve l I and Leve l 2 categories. and no transfers into and out of Level 3 
category. 

(j) Operating segments 

The Bank has four reportable operating segments which are the Bank's strategic divisions. The 
Bank's Management reviews the di visions internal management reports on a monthly basis while 
the Bank's Board of Directors reviews these internnl management reports on a quarterly basis. 

Alongside these strategic divisions the Bank has also governance and administration divisions. 
The strategic divisions include: the Corporate Banking division which operates on loans. deposits. 
securities trading and other transactions with corporate customers. 

The Wealth Management division operates on loans. deposits, securities trad ing and other 
transactions with private customers. The Financ ial Markets division undertakes the Bank's 
f uncling and centralised risk management activities through borrowings. issue of debt securities. 
use of derivatives for risk management purposes and investing in debt or equity securities. 
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The Other Financial Institutions division is related to the loans operations with the other entities 
of the Intesa Sanpaolo Group. Information regarding the results of each strategic division is 
disc losed below. Performance is measured based on the revenue as presented in the internal 
management report reviewed by the Bank's Board and Management. Division revenues are used 
to measure performance as such information is considered by the Bank's management bodies as 
the most relevant indicator evaluating the achievement of the strategic divisions. 

l~c s ull s hy s tr.tlcgic 
divis ions in EllR '000 

Cl inlcresl margin 
Dividencl' 
Ncl conuni'\sion margin 
Ne1 1rading income 
Ncl 01hcr opera1ing expenses 
Prolil from disco111inuing opermions 
lmpairmenl on financial asse1s 
Tolal arc:1 rcs ulls 

lmpairmcnl on finand1I asscls 
Dcprcc~11io11 

Provision 
Staff aml adminis1ra1ive expenses 
Tax expenses 

20 16 

Co11ior:ilc 
SI. 

Financial 
ln!i titutions 

28.073 

35.340 
13<1 

( 4·1) 

2.519 
66,022 

Total o pcr:iting & c x tr:tonlinal')· expe nses 

1rnSl lLTS FOil Tll E YEA ll 

l~c s ulls hy s tr:1le l!ic 
di\'is ions in EUR '000 

Nc1 in1crcs1 margin 
Dividends 
Nel commission margin 
Ncl 1rading income 
Ne1 01hcr oper:lling cxp•.:nscs 
Prolit from discon1inuing opcralklllS 
I mpairmcn1 on fotancial asse1s 
Total :ire a res ulls 

I 111pairmcn1 on financial asset~; 
Dcprcciaiion 
Pro' is ion 
Staff and ad111inis1ra1ive expense~ 
Tax expenses 

201!\ 

Corpor:itc 

'"~ 
Financial 

I ns titution~ 

11 .80·1 

6.461 

2.266 
(143) 

216 
20,(104 

T o1:1I operating & extr:wnlin:ll)' e xpenses 

RESl lLTS FOR T ll E \'EA It 

Wealth 

i\l :magcmenl 

3.u 

880 
4.344 

538 

( 135) 

94 
6 ,065 

Wealth 
l\ I :mage me nt 

448 

1.250 

5, 156 

940 

( 153) 

(2) 

7 .639 

Financial 

i\I arke • ~ 

67.115 

36 
4,765 

22.257 
(2) 

9.$,17 1 

Fin:1ncial 
M arke ts 

11 0.63-t 

69 

4.66 1 

43.001 
(10) 

158.355 

Others 
Financial 

Ins titutions Govemnncc 

( 1.563) 

174 

(298) 

(5.086) 

163 
(6,610) 

(613) 

(75) 
(34.904) 
(2.225) 

(37.817) 

Othr r.i 
Financial 

Ins titutions 
Go\"e m:m ce 

6.830 

38 

1.121 

(7.477) 

281 

1.312 
2,105 

(729) 

( 190) 

(27.652) 

3.530 
(2!\,0.$ I) 

Total 
l"C \'Cnues 

93.969 

9 16 

44,623 

22.63 1 

(5.267) 

2.776 
159,6.$8 

(6 13) 

(75) 
(34.904) 

(2.225) 

(37,817) 

12 1,83 1 

T otal 
l"C\'t'nues 

129.716 

1.3 19 

16.3 16 

47.328 

(7.783) 

28 1 

1.526 
188,703 

(729) 

( 190) 

(27.652) 

3.530 
(25,0.tl) 

163,662 
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Assets by s trategic 2016 

divis ion in EUR'OOO 

Corporate & 

Fina ncial Wealth Financial 

Instituti ons i\1an :1gement Markets 

Ca.<;11 and cash balances wi th central 

banks 1.237 78.097 

Financial assets held for trading 2. 135 I. 989 21.345 

Financial assets designated at fair value 
through profit or loss 16.551 

A vailablc-for-sale financial assets 2.944.249 
Loans and advanc1..-s 6.526.054 11 .545 5.568.344 
loans and ad1·ances to credit institutions 153.538 5.567.0./0 
Loans a11d adnmces to c11sto111ers 6.372.516 11.5./5 I.JO./ 
Dcrivat ivcs held for hedging 35 1 
Tangible lixed assets 10 
lntangibk assets 
Current ta"\ assets l.R67 

Deferred t:t"\ assets 

Other :ts~et s 2.6·U 473 987 

Total asse ts 6.534,297 14,007 8.629.573 

Assets by strategic 2015 
di,is ion in EUR'OOO 

Cor porate & 
Financial Wealth Financial 

lnstilulions Manage ment Markets 
Cas h and c:t~h balances with cent ral 
b:mks 53.781 
Financial assets held for trading 52 742 106.345 
Financial assets designated at fair value 
through profit or loss 18.296 
J\ vailable-for-sale financial a.'>sets 2.669.067 
Lo;ms and advances 3.269.717 23.600 5.427.469 
Luans and ncfrn11ces to credit institutions 5 . ./25.86./ 
l.or111s and adra11ces to customers 3.269.717 23.600 1. 605 
Derivatives held for hedging 467 
Tangible lixed assets 

Intangible :t<;Sets 

Ddcrred tax assets 
O ther <L<;Scts 110 573 601 

Total asscls 3,269,879 24,915 8.276.026 

Others 

Financial 

In stitutions 

170 

211 

2.787.802 

2.636.566 
151.236 

491 

8.1 82 
4 

7.883 

13.186 
2,817,929 

Others 

Financial 
Institutions 

331 

211 

4.565.468 
./.383.997 

181 . ./7/ 

8.756 

5 
-1 .658 
9,299 

4,588,728 

T ota l 

79,504 
25,469 

16,551 
2.944,460 

14,893,745 

8,357.144 
6,536,601 

842 

8.192 
4 

1.867 

7,883 

17,289 
17,995.806 

Total 

54, 11 2 

107, 139 

18,296 

2,669,278 

13,286,254 
9,809,861 
3,476,393 

467 

8.756 

5 
4,658 

10,583 
16, 159,548 
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C orpor.ttc 
\Vc:1lth Financial 

Liabilit ies '"'i.: 
Finand:il Manai.:c mc nt Markets 

Deposits from central b;'lnks 1.3 1(1.971 
Fina ncia l liabil ities hekl for trnd ing 2.022 371 84.904 
Finunc'il liabilitics cksig.nated at lhir \a lue 

through profit or loss 16.066 
Financ~"l l liabilitics measured at 

amortised cost 2.8 16,9113 662,161 10,932,021 

Deposits from credit i11stit11 tio11s 5.215 560.291 
Deposits f rom customers 2.808.390 662. 156 1.870.(1')2 
Dehts evidenced by certificates 3.298 5 8. 50 I .ti JS 
De riva tivcs he ld for hedging 97.583 
Provisions 23 
Current tax liabilities 2225 
Deferred tax liabilities 
Othcr liabilitics 18.163 320 1..1 19 
Tota l liabilitir s 2.855.402 662.852 12,432.898 

Equity 
Share capital 
Share prcmium 
Revaluation rc<>e rvc 6.626 
Oth.:r reserves and retained earnings 399 ( 1.897) 6.24 1 
Net protit for thc yc;ir 82.074 8.081 p39) 
Tol:l l cc111ity 82.473 6,184 12.528 

T ot :l l liahilitic s a nd cc111i ty 2 .937.875 669.036 12.445,426 

l.iabilitis & E<111 ity by 20 15 
s t ratei.: ic div is ion in E ll H 'OllO 

Co 1110 r.llc \ Ve alth Fina11c i:1l 
Lia hi Iii ic s 

'"' Fin:rnri:o l l\1:m:ij!ClllC lll M arke ts 

Deposits from central banks 591.260 
Finandil liabilitics hcld for tr;:iding 1.523 15.571 
Financi:JI li:Jbilitics designmed at fair 'alue 

through profit or loss 17.670 
Financi:JI liahilitics measured at 

amortised cost 9,093.024 938.687 3.80(1,969 

Deposits f r om credit ins titutions 103.856 37./. 73./ 
Depositsfi·u111 customers 3.5 76 . ./51 938.682 760 .. /8./ 
Debts evidenced by certificmes 5 . ./11.716 5 1.67 1.751 
Dcriv;:itivcs held for hi:dging 112.145 
Provisions 
Deli:rrcd \;'IX l~"lhilitics 

Other liabilitics 1.694 296 2.29·1 
Total liabilities 9,112,388 940,506 4 ,528.239 

Equily 
Sharc capital 
Rcv;:iluation rc!>cne 19.291 
Other rescr\c' and retained earnings 399 ( 1.897) 6.2-11 
Nct pro fit lhr the ) c;u (3.4-1 2) 3.181 76.193 
Total e 11ui1y (3.043 ) 1,284 IOl ,725 

T o t:1l liahililic s and equity 9,109.345 94 1.790 4,629.964 

Othrn; 
Financial Total 

Ins ti tu tions 
1,3 16.971 

1.398 88,695 

16,066 

2 1,445 I 4 ,432,530 

18.797 584.303 
2.(12 3 5,342,661 

625 .V,505,566 
97.583 

2.521 2.544 
2,225 

9.819 9.819 

30.155 50.057 
65,338 16,0 16,490 

989.371 989,37 1 

7.721 7,72 1 

( 1.936) 4 .69 0 

850.960 855,703 

32.0 15 12 1,83 1 
1,878,13 1 1,979,316 

1.943.469 17 ,995.806 

Othc 1~ 

Financial Total 
l n~1i1111in11' 

59 1.260 
17.094 

17.670 

24.5 17 13,863.197 
232 478,822 

23.681 5,299.299 

60./ 8 .085.076 
112.145 

2.458 2.458 
10.295 10.295 
23.697 27,981 

60,967 14,642,100 

535.092 535.092 
(5.637) 13,654 

800.297 805,040 

87.730 163.662 
1,417,482 1.5 17,448 

1,478,449 16 , 159,548 
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Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial s tatements (continued) 
31 December 20 16 

Note 3 - Fi11a11cial risk mmmgem ent (co11ti1111ed) 

(k) Return on assets ("ROA") 

The Bank return on asset is as follow: 

Total assets 

Net profit fo r the year 

Return on ass ets 

(I) Pillar Ill disclosures requirements 

20 16 

17.995.805.816 

121,831.307 

0.68 %, 

2015 

16. 159.548.30 I 

163.66 1.965 

1.01 % 

As par1 of Intesa Sanpaolo Group, proper Pillar Ill disclosures are provided in a dedicated and 
specific document the Parent Company elaborates and publishes on a quarterly basis on its web 
site. 
The document. denominated "Terzo pi lastro di Basilea 2 e Basilea 3 ("Pillar ry· is avai lable at 
the fo llowing web address: 
'·www.group.intesasanpaolo.com/script lsir0/si09/governance/ita_terzo_pilastro_basilea.jsp' ' 

Tlte ICAA P (flltemal Capital Assessment Process) 

The revised disclosure requirements wil l enab le market participants to better compare banks' 
disclosures of risk-weighted assets. The rev isions notably focus on improving the transparency of 
the internal model-based approaches that banks use to calculate minimum regulatory capital 
requirements. This assessment must cover all risks incurred by the Bank. their sensitivity to crises 
scerrnrios and how they arc expected to evolve in light of development pr~ject s. 

This internal assessment system is regularly integrated into the Bank's dec ision-making and the 
management processes and suppo11ed. where appropriate. by impact analyses of crises scenarios 
on business plans and by models that reflect concentrations and diversifications in an economic 
manner. 
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Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial s tatements (continued) 
3 I December 2016 

NMe 4 - Caslt mu/ cash equivalents 

Cash and cash equivalents comprise balances with less than three months' maturity from the date 
of acquisition, including cash in hand. deposits held at ca ll with banks and other short-term highly 
liq uid investments wit h origi nal maturities of three months or less. 

Net carrying amount 
(in EUR) 2016 2015 

Cash and cash balances with central banks 79.503,903 54, 111 ,918 
Loans and advances to banks with maturity ~ 3 months 2.3 1 1.1 50.3 89 __ 2_;_,0_1_5,'-97_8..;_.2_6..;...6 

2,390,654,292 2,070,090, 184 

In accordance with the requirements of the European Central Bank. the Luxembourg Central Bank 
implemented effoctive on I January 1999. a system of mandatory minimu m reserves applicable 
to all Luxembourg cred it institutions. The amount outstanding as at 3 1 December 2016 is 
EUR 78.093.348 (2015: EUR 53.776.941). 

Note 5 - Fi11a11cia/ assets lie/ti.for trading aml.fimmcial assets at fair value tllrouglt pro.fit or loss 

(in EUR) 

financial assets held for trading 
Deri\'<ltives held for trading 
Mutual funds shares 

Financial :tssels designated at inception :11 fair vnlue through profit or 
Securities 

Net c:1rryi OJ? amount 
2016 2015 

25.467.019 107,139,364 
1.998 

25,469,017 I07,139.J64 

16.550,671 18,295.52 1 
16,550,67 1 18~951521 

As at 31 December 2016. the position is represented by a unique structured corporate bonds issued 
in JPY. maturing in February 2021. and funded by a deposit in the same currency from the Bank· s 
ultimate Parent Company. 
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Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financia l statements (continued) 
3 I December 20 16 

Note 6 - Availab/e-for-.m/e.fi11a11cial assets 

As at end of the year. the Ava ilable-for-sale portfolio was composed as fo llow: 

Quoted debt instruments: 
Net carrying amount 

(in EUR) 

Quoted debt ins truments issued by: 
Financial institutions 
Public sector 
Other 

2016 2015 

I 15,9 10.650 
2,806,008.265 

2 1.699.449 
2,943,6 I 8,364 

305,754.585 
2.362,505,253 

2.668,259,838 

The Luxembourg Central Bank's long-term refinancing operation (LTRO) is a process by which 
the Luxembourg Centra l Bank provides financing to local banks in exchange of a deposit with 
the former of eligible bonds as collateral for that purposes. 

The Bank started participating in the program in 2012. obtaining a fi nancing of EUR 1,200,000, 
maturing in 201 5. J\s at the end of20 14, the LTRO transactions were again available by auctions 
and the Bank decided to participate obtaining a new financing for an amount of EUR 90,000,000 
maturing in 2018. which has been increased by EUR 500.000.000 during 20 15 reaching the total 
amount of EU R 59 1.259.790 as at end of December 20 15. 

During 20 16. EU R 90.000.000 has been reimbursed and a new TLTRO mechan ism has been 
subscribed for an amount equal to EUR 821.440,000. 

The last deposit received has been hedged entering in a hedge accounting relationship where an 
Interest Rate Swap has been used as hedging instrument: as a consequence of the hedge 
accounting, the TL TRO mechanism carrying amount of EUR 1,320, 192.357 (of which negative 
accrued interests amount to EUR 1,247.643) as at 31 December 2016 has been adjusted for an 
amount equal to EU R 3,22 1. 10 I (NPV adjustment). 

Those deposits arc collateralised by eligible securities for an amount of EU R 1.341 ,807.539. 
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Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial statements (continued) 
3 I December 20 16 

Note 6 - A vailable-:for-sale jiJl(mcinl assets ( co11ti1111ed) 

Quoted and not quoted shares: 
As at 31 December 2016 the Bank holds shares issued by Intesa Sanpaolo S.p.A. for an amount 
of EUR 630.497. bought by the Bank at end 20 14. to be distributed to the Bank employees in 
respect of a plan deve loped by the Parent Company. 

(in EUR) 

Quoteed & not quoted s hares iss ued by: 

ISP Group 

Corporates 

Net carrying amount 

20 16 

630.497 

211.1 85 

84 1,682 

20 15 

807.203 

2 11.1 85 

t .0 18,388 

As at 3 I December 2016, shares in affiliated undertakings, which are classified in this category, 
where the Bank held at least 20% arc as follows: 

Regis tered office 

Comp:rny 

LtLX Gl:st Asset Management S.1\. L1Lx..:111bourg 

* Based on unaudited figures 

Prcce ntage 
owned 

Net equity 
(in E UR) " 

869.227 

Of which 
Profit of the year 

(in EUR) * 

533.050 

The below table describes the movements on the revaluation reserve related to the financia l assets 
avai lable for sale per type of securities: 

Fixed Float in~ 
Equity 

Income Income Total 
(in EU R) securi lies securities 

securities 

Balance as :ll 3 I December 2015 10,588,776 2,908,228 156,947 13.653,951 

Increase (decrease) of unrealised gain (634.3 12) 162.463 ( 176.705) (648,554) 
( lncrcas..: ) di.: c rease or unreal iscd loss (848,690) (848,690) 
Amount rcclassi lied from equity to profit o r loss for 

( I 0, 145,958) (2,185.624) ( 12,33 1,582) 
the per iod 
Unreal ised foir "iluc gain made on assets bought dur ing 

(I .75.J.9 12) 2.919.545 1,164,633 th.: year 
Deferred tax 3.662.781 ( 13.936) 5 1.632 3,700,477 
Balance as al 3 I Drccmhc r 20 16 l ,7 16.375 2,941,986 Jl ,874 .$,690.235 
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Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial statements (continued) 
3 1 December 2016 

Note 7 - Loan.\· and advances 

(in EUR) 

Unquoted loans :mJ :uh~mccs to: 

Financial institutions anti public sector 
l'ri\Ollc custom.:rs 

Corporate custom.:r:. 
Tot:tl 

201 6 

Net carr)i ng 
amount 

X.386.866.329 

1.0-1 1.795.197 

5.-165.083. 156 

l·U93,7-l-t ,682 

Im pa irment allowance for loans and advances 

orwhid1: 
lmpuirmcnt 

10.53 1.869 

-11-1.063 

I0,9-15.932 

2015 

~ct rnrr~ i ni: orwhich: 
amount Impairment 

9.81 2.862. 192 

9-11.-185.038 I 0.562. 155 

2.531.906.995 9-16.009 

13.286.25.i.225 11 ,508.16.t 

As at 31 December 2016. the Bank has determined its individual impairment at EU R I 0.945.932 
(20 15: EUR 11.508.164). 

A reconciliation of the allowance for impairment losses for loans and advances is as fo llows 
( in EUR): 

(in EUR) 

Impairment as at I" January 
Charge of the year/Transfers 

Recoveries/amounts written off 

Impairment as at 3 1 December 

Of \\hich: 

Individual impairment 
Co llective impairment 

Guarantees received as collateral 

20 16 

11 ,508.164 

493.517 

( 1.055.749) 

I 0,945,932 

10.945.932 

2015 

22.130.296 

4 16.684 

( 11 ,038,816) 

11,508,164 

11,508.164 

Loans and advances are secured by the following guarantees received by the Bank: 

(in EUR) 

Net c:1rrying amounts 

H.e:1I guarantees 

Mortgage 
Securities 
Other real guarantees 

l'e rs onal guarantees 

GO\ ernmcnt guarantees 
Credit institut ions guarantees 

Total v.uanmtccs 

l.oans :ind 
advances 

to custome rs 

2016 

6.536.600.925 

2.606.9-14 

2.202.07 1.568 

71.1 50. 74(1 

1.724.66 1.876 

4.000,491, I 34 

Loans and 
advances 
to cre dit 

ins titutions 

8.357. 143.757 

"5 .000.000 

2 4. 990.000 

69.990.000 

Loans and 
adv:mccs 

to cus to me rs 

2015 

3.476-193.618 

1.857.751249 

1.4 16.8 14.282 

3,274,S65.53 I 

Loans and 
advances 
to credit 

ins titutions 

9.809.860.607 

36.923.797 

36.923.797 
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Intesa Sanpaolo Bank Luxembourg S./\. 

Notes to the financial statements (contin ued) 
3 I December :rn 16 

Note 8 - Proper(I' mu/ eq11ipme11t 

(in EUR) I.and & Office 
huihlini: cqui11mcnt 

Cost :1s al 1s t .Janual')· 2016 25.773.559 1.54 1.522 
i\ddi1ions 16.591 13.502 
Disposa Leff r.msfers (710.432) 
Cost as at 31 Decemb.:r2016 25.079. 7 18 1.555.024 
Amsterdam Uranch integration - i\ccumulated 
depreciation 

i\ccumulatcd depreciation as at I st January 20 16 (18.005.96 1) ( 1.440.548) 
Oepreciation charge (332.584) (37.036) 
Depreciation reversal 710.432 
i\ccumulated depreciation as at 3 1 December 20 I 6 (1 7.628.11 3) ( 1.477.58-1) 

'\ct l':ll1) 'inl! a mount a~ :11 3 1 l>cccmhcr2016 7.451.605 77.440 

(in EUR) I.and & Orli<'c 
huildinj! c11uipmcnt 

Co!>t :1!> at 1s t .Janual')' 2015 25.672.802 1.652.047 
Additions 100.757 11.303 
Disposatsrr rnnsfers ( 121.828) 

Cost as al 31 December 20 15 25.773.559 l.5·11.522 
i\ccumulatcd depreciation as al Isl January 20 15 ( 17.641.841) ( 1.5 14.021) 
Depree int ion charge (364.1 20) (·IB.355) 
Depn:ciat ion reversal 121.828 

i\ccumulatcd depreciation as at 31 December 2015 ( 18.005.961) ( 1.440.548) 
'let carryinl! :111100111 as a t 31 r>ecember20t5 7,767.598 100.974 

Land and building are used by the Bank for its own needs. 

Other Total 
equipment 

7.709.087 35.024,168 
52.643 82,736 

(710,432) 

7.76 1.730 34,396,472 
(43.059) (43.059) 

(6.821.3 78) (26.267,887) 
(234.009) (603,629) 

710,432 
(7.09lt446) (26,204, t 43) 

663,284 8,192,329 

Other Total 
equipment 

8.352.7 15 35,677,564 

9.379 121.439 
(653.007) (774,835) 

7.709.087 35,024, 16!1 

(7. 15lU74) (26.314,436) 

(315.810) (728.2115) 
653.006 774,834 

(6.821.378) (26,267.887) 

887,709 8. 756.281 

2016 figures include Amsterdam branch properties plant and equipment. wh ich were not incl uded 
in 20 I 5 figures. 

Note 9 - lntrmgihle assets 

(in El lR) 

Cost:L~ at l s tJanuary20 16 
/\dditions 
Di~ posalsffmns l(:rs 

Cost ;1s at 3 I December 20 I (1 

/\ccumu latcd depreciation as at 1st January 20 16 
Dcpreciation chargc 

/\ccumu latcd depreciation as at 31 Dcccrnbcr2016 
Net carrying amount as nt 3 1 December 2016 

2016 

4,968 

4.968 

(656) 

(469) 

( 1.1 25) 

3,843 
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Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial statements (continued) 
3 1 December 2016 

Note J 0 - Tax e.\71e11se, c11rre11t mu/ deferred tax asset.'i am/ liabilities 

Current taxes recorded are related to the Amsterdam branch of the Bank. 

(in EUR) 

Current tax assets 
Current tax liabilities 

Net deferred tax assets (liabilities) 

2016 

1,866.698 
(2,225 .3 I 0) 

(358,612) 

2015 

In relation to the Luxembourg entity, instead, no current taxes are recorded considering the tax 
integration since 2002 with the Luxembourg Bank' s local shareholder Intesa Sanpaolo Holding 
International S.A., which presents significant tax losses carried forward. 

A new income tax rate equa l to 27.08% will be applied in Luxembourg starting from I January 2017: 
as at 31 December 2016 deferred taxes have been calculated applying 20 16 tax rate equa l to 29.22%. 
The adoption of the new tax rate would have impacted the accounts not significantly: additional 
EU R 140,843 tax assets related to other comprehensive income. 

Deferred tax assets a nd liabilities 

(in EU R) 

Deferred tax assets 
Deferred tax liabilities 

Net deferred tax assets (I iabi Ii ti cs) 

2016 

7.882.772 
(9,8 19,036) 

( 1,936,264) 

Recognised deferred tax assets and I iabi lities are attributable to the fo llowing: 

I .l:m11:1r~· 20 I (, Income Equity 
(in EUR} Stalcmcnl 

Financial :L~sct s hdd for trading ( 17.911.5'>5) (3.26 7 .552) 
Financial :t~scts dcs ignatcd at fair \;due through prolit or 
loss .J.987.531\ 42.707 

i\\;1ilahk· for- snlt.: financial assets ( 5 .636. 748) 3.700..l78 

Financial liahilitics h.:ld for trading 12.3-l:'i . 107 3.28'.l.<101 
Finam:ial liabilities dcs ig.natcd at foir \aim: th rough pro Iii 
or loss 370.283 (58.557) 

l'H)\is ions ~ud \:line adjus tments 208.674 

Ne t deferred income lax asscts/( liahilitics) (S,636,7.t I ) ( I ) 3.700.478 

2015 

4,657,927 
( I 0,294,668) 

(5,636,741) 

31 December 20 I<• 

(21.179.148) 

S.030,24S 

( 1.936.269) 

I S.(,28.S08 

311.72<· 

208.674 

( l.'>36.264) 
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Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financia l statements (continued) 
3 I December 20 16 

Note JO - Tax expense, c11rre111 (IJU/ deferred tax aJsels and liabilities (co11tin11ed) 

As at 31 December 2016. full recognition of deferred tax assets has been performed by the Bank 
because they have been lower than deferred tax liabi lit ies amount. 

A deferred tax amount has been booked even if the Bank ca lculates current income in relation to the 
tax integration with the Bank·s local shareholder and its significant tax losses carried forward. 
The deferred tax expenses presented in profit or loss arc related to temporary differences generated by 
financial instruments fair value changes booked through profit or loss. 

The deferred tax assets/liabilities calculated on available-for-sale financial assets contributing to the 
other comprehensive income are showing a net deferred tax asset balance. The deferred tax amount 
has been consequently shown in addition to the relative comprehensive income. 

Note I I - Otlter as.mis (IJU/ otlter liabilities 

(in EUR) 

Prepaid charges 

Taxes 

Accrued commission income 

Other 
Other assets 

(in EUR) 

Social security charges 
Withholding l<l\CS and VAT 
Administruti vc expenses to be paid 
Accrued commission expenses 
Short term pa)ahlc and other sundr~ accounts 
Other l iabilities 

2016 

2.1 14.J 19 

10.13 1.046 

2.944.889 

2.099.932 

17,290.1 86 

20 16 

686.679 

22.0 18.740 

9.093.464 

14.778.505 

3.480.256 
50,057,644 

20 15 

1.2 19.406 

7.2 15.18 1 

476.996 

1.6 71.556 

10,583,139 

2015 

684,354 

17.165.432 

6.299.133 

823.034 

3.009.099 
27,981,052 

The short term payable and other sundry accounts caption inc ludes mainly fees and expenses due 
and booked in expenses but not yet paid. Increase in accrued commission are related to upfront fees 
to be paid and received. 

Note 12 - DepoJilsfrom ce11/ra/ bmtks 

The Luxembourg Central Bank's long-term refinancing operation (L TRO) is a process by which the 
Luxembourg Central Bank provides linancing to local banks in exchange of a deposit with the form 
of eligible bonds as collateral for that purposes. 

The Bank started participating in the program in 201 2. obtaining a fi nancing of EUR 1.200.000. 
maturing in 20 15. As at the end of 2014. the LTRO transactions were again available by auctions 
and the Bank decided to participate obta ining a new financing for an amount of EUR 90,000,000 
maturing in 2018, which has been increased by EUR 500.000,000 during 201 5 reaching the tota l 
amount of EUR 591.259.790 as at encl of December 2015. 

- 63 -



Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the fi nancial statements (continued) 
31 December 2016 

Note 12 - Deposit!; from central hanks (co11ti1111cd) 

During 20 16. EUR 90.000,000 has been reimbursed and a new TL TRO mechanism has been subscribed 
for an amount equal to EU R 821.440.000. 

The last deposit received has been hedged entering in a hedge accounting relationship where an Interest 
Rate Swap has been used as hedging instrument: as a consequence of the hedge accounting, the TLTRO 
mechanism carrying amount of EUR 1.320.192.357 (of which negative accrued interests amount to EUR 
1,247,643) as at 31 December 2016 has been adjusted for an amount equal to EU R 3.221, I 0 I (NPV 
adj ustment). 

Those deposits are collatcralised by e ligible securities for an amount of EU R 1.34 1.807,539. 

Note 13 - Fim111ci<1l lia/Jilities <11 fair value tltrouglt profit or loss 

As at 31 December 2016. the caption is composed of a financial liabi lity which is eligible. according 
to IAS 39. to fair value option. with a fair val ue based on the discounted cash nows method. As at 
31 December20 16. the fair value of this liabil ity amounts to EUR 16.065.533 (20 15: EUR 
I 7.670.580). 

Nole 14 - Fim111ci<1/ lia/Jilitie.\· measured <ti amortised cost 

(in EUR) 20 16 201 5 Var iation 
Carrying Carrying in EUR in % 

Deposits from credit instituti ons 

Cum.:nt accounts and amounts ''ith period of noticc 4 15.830.593 380.546.890 35.283.703 9% 

Term deposits 168.412.0.i 2 98.275.089 70.196.953 71% 

Total 584.302.635 4 78.82 1,979 I 05.480,656 22% 

Corporate customers 

Current accounts and amotulls with period of notice 1.80 1.012.570 962.999.408 838.013.1 62 87% 

Tcrm deposits 3.3 79.073.506 4.223.273.566 (844.200.060) -20% 

Total 5.180.086.076 5,186,272,974 (6.186.898) 0% 

Prirnte customers 

Current accounts ;md amounts ''ith period of not icc 125.650.350 77.291.422 48.358.928 63% 
Term deposits 36.92.1..198 35.734.575 1.189.923 3% 

Total 162,574,848 113.025.997 49.548.851 44% 

Cert ifi cates of deposits 

Certificates of deposi ts 4.655.902.896 5.4 13.325.072 (757.422. 176) -14% 

13onds 3.809.477.28·1 2.396.024.859 1.4 13.452..125 59% 

Commercial paper 40. 185.820 275.725.865 (235.540.045) -85% 

Total 8.505.566.000 8,085,075,796 420.490,204 5% 

Financial liabil i ti es measured at amortised cost 14.432.529.559 13.863.196.746 569.332.8 13 4% 
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Intesa Sanpaolo Bank Luxembourg S.A. 

Notes to the financial statements (continued) 
3 I December 2016 

Note 14 - Fim111cia/ liabilities measured at amortised cost (co11ti1111ed) 

Commercia l Papers: 

Since March 201 1, the 13ank part1c1pates as an add itional issuer in an EUR 30 billion Euro­
Commercial Paper (ECP) and Certificate of Deposit (CD) Programme, developed by its ultimate 
Parent Company, alongside Intesa Sanpaolo Bank Ireland (INSPIRE). The programme is guaranteed 
by Intesa Sanpaolo S.p.A .. 

The ECP and CD (further the ·'notes .. ) issued under this programme bear a maturity date under I 
year (short term notes) and are denominated in Euro, US Dollars or any other currency subject to 
compli ance with any applicable legal and regulatory requirements. 

The maximum aggregate principal amount of notes from time to time outstanding in respect of a ll 
issuers will not exceed EU R 30 billion or the equiva lent thereof in other currencies. 

As at 31 December 2016. ECP issued by the Bank amounted to EUR 40 million (20 15: EU R 
276 mi llion). 

European Medium Term Notes : 

Since November 201 1. the Bank participates as an additional issuer in a EU R 70 billion Euro 
Medium Term Notes (EMTN) Programme. developed by its ultimate Parent Company. alongside 
Intesa Sanpaolo Bank Ireland (INSPIRE). 

The programme is guaranteed by Intesa Sanpaolo S.p.A .. The EMTN (the "bonds .. ) issued under this 
programme bear a maturity date of at maximum 5 years. The maxi mum aggregate principal amount 
of notes from time to time outstanding in respect of all issuers will not exceed EU R 70 billion or the 
equiva lent thereof in other currencies. 

The notes are denominated in any currency su ~ject to compliance with any applicable lega l and or 
regulatory and or centra l bank requirements. As at 31 December 2016. such notes issued by the Bank 
amount to EUR 3.809 mill ion (20 15: EU R 2.396 million). 

Note I 5 - Derfratives fi eld.for ll<!dgillg 

The Bank mainly uses interest rate swaps to hedge its exposure to changes in the fair va lues of certain 
fi xed-rate bonds classified as available-for-sale due to adverse changes in interest rates. 

In more details. the risk investment strategy is to invest in fixed rate securities carried as available­
for-sa le. The exposure of the fixed interest rate hedged item to interest rate risk is converted to 
noating rates with an interest rate swap in order to mitigate a potential fall in its value. The 
investment in the hedged l'!ssets and the completion of the covering hedging instrument are done 
simultaneously (Asset Swaps). 

Each interest rate swap is matched with a specific bond subscribed and each hedging relationship is 
formally documented at inception. The documentation describes the hedging strategy, identifies the 
hedged item and the hedging instrument and the nature of the hedged risk. 
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Note 15 - Deriv(ltives heltl for '1etlgi11g (co11ti1111etl) 

For each hedging relationship. ex-ante and ex-post hedge effectiveness is measured by ensuring that 
fair value changes of the hedged items match with fair value changes of the hedging instruments. 

The fa ir values of derivatives des igned as fa ir va lue hedges are as fo llows: 
(in EU R) 2016 2015 

Notional amount 

Assets 

Interest rate instruments 70,000,000 
70,000,000 

Liabilities 

Interest rate instniments 1.552.000,000 
1,552,000,000 

Hedged items are as fol lows (in EU R): 

(in EU R) 

Available-for-sale financial assets 
L oans and advances 

Deposits from central banks 
Tota l 

Note 16 - Provisions 

( in EUR) 

Provision as at I st January 20 IS 

Reductions 

Addit ions and forex impact 

Provision reversed during the year 

Provisions as at 3 1 December 20 I 5 

(in EUR) 

Provision as at I st January 20 16 

Reductions 

Addit ions and forex impact 

Provis ion reversed during the year 

Provis ions as at 3 1 Dece mber 2016 

Fair value 

84 1.669 
841 ,669 

97.582.506 
97,582,506 

Notio nal amount 

90.000,000 
90,000,000 

1.550.000.000 
1,550,000,000 

Fair value 

466,733 
466,733 

112.144,797 
112,144,797 

20 16 

Carrying value 

2015 

Carrying value 

1.052.1 33, 173 

37.467,909 

818.218,899 
1.907.819,981 

I, 727.450.603 

36.527,423 

I, 763.978.026 

2015 

2.282,011 

(233 ,383) 

9 14,030 

(504 ,600) 

2,458,058 

2016 

2,458 .058 

(65.072) 

IS 1.089 

2,5-'4,075 
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Note 16 - Provisions (co11ti1111ed) 

The above table shows prov isions movements from 31 December 2015 to 3 1 December 2016. 
Additions have been generated by foreign exchange movements (linked to some provisions in 
foreign currency) for an amount of EUR 53.2 19 and by two risk for charges for an amount of 
EUR 97.870. Reducti ons have been generated by spec ific events for wh ich the Bank incurred 
charges during 2016. 

Note 17 - Equity 

Share capital 

As at 3 I December 201 1. the Bank· s subscribed and paid-up capital amounts to EUR 280.000,000. 
represented by I. 750.000 shares with no par value. 

On 29 June 2012. the Bank transferred the ownersh ip of its subsidiary Intesa Sanpaolo Private Bank 
(Suisse). S.A .• Lugano (ISPB) to its shareholder Intesa Sanpaolo Holding International S.A., 
Luxembourg through a partia l demerger without dissolution. Consequently. ISPB is ultimately 
controlled by the same party both before and after the partial demerger. 

In a partial demerger without dissolution. both assets and liabilities are transferred, thi s implied the 
Bank transferring an equivalent portion of own funds equal to the book va lue of the transferred 
asset. 

According to the demerger contract concluded between the Bank and its sole shareholder, as 
published in the draft demerger project in the Luxembourg official newspaper (Memorial). dated 
26 May 20 12. the book value of the subsidiary was fixed at EUR 16.605.170 and the Bank reduced 
its paid-up capital by EUR 4,908,480 cancelling 30.678 shares without par value and reduced its 
retained earnings and other reserves by an amount of EUR 11.696,690, drawing back its shares 
capital from EUR 280,000,000 to EUR 275.09 1.520 represented by 1,7 19.322 shares with no par 
value. 

On I 0 December 20 12. the Bank increased its subscri bed and paid-up capital by EUR 260.000.000. 

On I February 2016 the Bank purchased the Branch from the Group through a contribution in kind. 
For that purpose, 13. 750 shares have been issued to Intesa Sanpaolo S.p.A. consisting of 
EUR 4,279,308.01 to share capital and EU R 7,720,691.99 to share premium in exchange of the 
Branch. 

On 22 September 2016. the Bank performed a capital increase of EUR 449,999.892.27 through the 
issuance of I .445,91 1 shares integrally subscribed by Intesa Sanpaolo Holding International S.A .. 

The subscribed capital of the Bank as at 31 December 2016 was therefore of EUR 989.3 70. 720.28. 
composed of 3.178.983 shares (integrally subscribed). 
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Revaluation reserve 
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The fair va lue revaluation reserve for available-for-sale financial assets includes the cumulative net 
change in the fair value of available-for-sale investments unt il the investment is derecognised or 
impaired. 

Legal reserve 

Under Luxembourg Law, the Bank must appropriate to a legal reserve an amount equivalent to 5% 
of the annual net pro li t unti l such reserve is equal to I 0% of the share capita l. This appropriation is 
made in the fo ll owing year. Distribution of the legal reserve is restricted. As at 3 I December 2016, 
the lega l reserve amounts to EUR 53.550.000 as the previous year and. as a consequence of the 
share capital increase the I3ank had during 2016. it wi II be increased by EUR 6.091.565 duri ng 
2017. 

Other reserves 

As at 31 December 2016. other reserves amount to EUR 797.333,308 (20 IS: EUR 746.673,309). 

Retained earnings 

As at 31 December 2016, retained earnings includ ing the impact of the first ti me application (FTA) 
of IFRS as adopted by the European Union, amount to EUR 4,8 19.541 (2015: EUR 4,817,576). 

P rofit a llocation proposal 

The amount attributable to shareholders. including earnings profi t from previous financial years 
but exc luding the impact of the first time application ofl FRS as adopted by European Union, totals 
EUR 121,840,205. which corresponds to a return on equity of circa 8.23% (20 15: 10.08%). It is 
proposed to the Annual General Shareholders' Meeting approvi ng the financia l statements as at 
31 December 2016 to allocate the above mentioned amounts as follows (in EUR): 

Net prolit of2016 financial )Car 

Retained profit from prcvinus yc;irs (excluding l·T/\) 

Amount attributable to Share holders 

/\!location to legal reserve 

/\!location to other reserves 

Dividend for th..: 11n:rncial year 

Total 

Retained profit carried forward to the next financial y..:a r 

20 t6 

121.83 1.307 

8.898 
12 1,840,205 

6.091.565 

15208.435 

I 00.500.000 

12 1,800,000 

40.205 
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Cash balances with central banks 

Financial assets held for trading 

Financial assets al fair value through profit or loss 

Hedging derivatives 

Available-for-sale fi nancial assets 
Loans and advances 

Interest income on liabilities 

Other 

Total interest and similar income 

(in EUR) 

Hedging derivatives 

Financial assets held for trading 
Financial liabilities measured at amortised cost 

Financial liabilities a t fnir value thought prolit or loss 

Interest expense on assets 

Total interest expenses :md similar charges 

Net interest income 

20 16 

6.805 

2.289 

559.411 

880.673 

41.911.896 
I 8 I .586.498 

19.618.836 

13.808 

244,580,2 15 

2016 

32.289.717 

7.572 
I I 0.01 9.245 

348.786 

7.946.002 

150,611 ,323 

93,968,892 

No interest has been accrued in respect of impaired assets in 2016 and 20 15. 

2015 

25.531 

7.582 

565, 761 

6,436,24 1 

64,295,02 I 

196,25 1.049 

1.325 

267 ,582,510 

2015 

47,989.597 

7.767 
89,512.640 

356. 723 

137,866,727 

129,715,783 
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Note 19 - Net fee mu/ commission income 

( in EU R) 

Credit activities 

Wealth management and Treasur. act ivities 
Corporate sen~ccs 

Other 
Total fee and com mi ssion income 

Credit activities 
Brokerage and clearing fees 
Other 
Total fee a nd commi ssion expe nses 

Net fee and com mission income 

Note 20 - Dividend income 

2016 

43.862.613 

18.814.699 

724.652 

2.763.229 

66,165,193 

I 0 ,986,2 71 

7,932.299 

2.623.315 

2 1,54 1,885 

·'4,623,308 

201 5 

8,977.882 

20.459.397 

876.176 

2.329.541 

32,642,996 

4, 161 ,628 

8,415,207 

3,749.974 

16,326,809 

16,3 16,187 

As at 31 December 2016 and 2015, dividend income relates to avai lab le-for-sale financial assets. 

Note 21 - Net (1m)realised losses 011 fimm cial assets 11111/ liabilities Itel ti f or trmli111: 

As at 31 December 20 16 and 2015. the net (un)realised (losses) on financial assets and liabilities 
held for trading arc composed of: 

(in EUR) 

Equity instruments and linked deri vatives 

Interest rate instruments and linked derivatives 
Foreign exchange transactions 

201 6 

(20.830) 
1.975.793 

(7.140.685) 

(5,185,722) 

201 5 

196.384 

( 1.092.827) 

( 11.281.1 42) 

( 12,177,585) 

Note 22 - Net (1111)realised losses 0 11 fimmcial W;".rnts and liabilities at/air value tit rough profit or loss 

As at 3 1 December 20 16 the net ( un ) realised losses on financ ial assets and liabi lities at fa ir value 
th rough profit or loss are mainly composed of unrealised losses on assets class ified at fai r va lue 
through profit or loss for an amount of EUR 334 thousands (201 5: EUR 437 thousands) and of 
realised gains on debt securities for an amount of EUR 274 thousands (2015: EUR 276 thousands). 
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Note 23 - Net realised gaim 011 fimmcial assets mul liahilities not at fair value tllrougll profit or loss 

As at 3 1 December 2016 net realised gains on financial assets and liabil ities not at fair value 
through profit or loss nre mainly composed of: 

• ga ins realised on the early redemption of severa l loans granted to intragroup banks fo r 
an amount of EUR 20.1 million: 

• ga ins realised on the sale of bond instruments held in the avai lable-for-sale portfolio for 
an amount of EUR 7.8 mi ll ion. 

(in EUR) 

Due from banks 
Due from customers 
Financial assets available for sale 

Di'ht .<c•c 11r111es 

Eq111liC's 

Tota l assets 

Securities issued 
Total liabilities 

Net realised gains and losses 

Note 24 - Net otlter operating expe11ses 

l'rnlils 

20.106.5 13 

8.2 37 .m 
8.137.99./ 

28.JH.507 

3.5 12 

J,512 

21U411 ,0 19 

2016 

Losses N<' I 

20.106.5 13 

(467.798) 7.770.196 

f./67. 79S) 7. 77(), /96 

(467,798) 27,87<1,709 

(3 .077) 435 

(3,077) HS 

(470,875) 27,1177,l H 

20 15 

l'ro lils Losses Ne e 

40.Q0.1.773 (91.153) 39.913.620 

2.176.677 2.176.677 

21.127.683 (3.558J02} 17.569.381 

19.796. 513 (3.558.3()2) 16.13S. 221 

l .JJl .160 / ,JJ I . / 6() 

63.309. 133 (J,649,455) 59,659,6711 

6.015 6.015 

6.0 15 6.015 

63,3 15.148 (3,649,455) 59.665.693 

As at 31 December 2016 and 20 I 5. net other operating expenses are mainly composed of 
withholding taxes and net worth tax, which are linked to the Bank's business activity. 

Note 25 -Ad111i11i.\'trative expense.\· 

(in EUR) 

Wages and salaries 
Socia l security charges 
Legal pension and s imilar expenses 
Employee benefits 
Other 
T o tal s taff expenses 

Operating expenses 
Repair and maintenance 
Training a nd moving 
IT outsourcing costs 
Legal and professional fees 
Data provider fees 
Charges linked to Corporate activity and other charges 
Tota l ge neral and ndminis trat ivc c xpneses 

T o ta l :1dminis trativc c xpc nses 

20 16 

t3.150.008 
1.936.650 

902,827 
1.441.451 

536.695 
17,967,631 

2,895.167 
307.661 
963.942 

6.785.211 
3.828.976 
1,586.172 

569.499 
16,936,628 

34,904,259 

20 15 

12342.582 
1.955,058 

763.011 
547.477 

89.816 
15,697,944 

1.586.746 
374.848 

1.000.594 
5,364.398 
1.837.912 
1.745.855 

44.06 1 
11,954,4 14 

27,652,358 
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Note 25 - Admillistrntive expenses (co11ti1111ed) 

The average number of personnel employed by the Bank at the end of the financial year was as 
fo llows: 

Senior Management 
Middle Management 

Employees 

Note 26 - Net lmp11irme11t 011 fi111111ci11/ assets 

2016 

3 

54 

11 2 

169 

During the year. the Bank has reversed impairment on financial assets as fo llow: 

( in EU R) 

Loans and advances 
lmpai rmcnt 

Note 2 7 - Profit from disco11tin11ed operatio11 

2016 

2.775.93 1 

2,775,93 1 

On 1 October 2013. the Bank has sold its corporates' domic iliation activity. 

2015 

4 

55 
102 

161 

2015 

1.525.797 

1,525,797 

The "Profit from discontinued operations'· net of tax caption includes in 2013 the consideration 
the Bank received in relation to the sale of the domiciliation activity mentioned above. The 
amount is composed as fo llows: 

EUR 3.33 million paid at the closing date: 

EUR 1.05 million to be paid 220 business days after the closing date. 

The contract signed between the parties established that a second post-closing payment is due 400 

business days after the closing date and ca lculated as fo llows: 

(Target revenues - Effective revenucs)*O. 77 where 

o Target revenues: EUR 8.25 million as defined in the contract: 

o Effective revenues: revenues generated during 20 14 by the entities perimeter 

transferred: 

o 0.77: multiplier defined in the contract. 

Contractually, the second post-closing payment cannot be higher than EUR 2.45 mi llion. 

In 2015. the Bank recorded an income of EUR 281.474 in relation to the second and last post­

closing payment as agreed with the counterparty. 
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Note 28 - Related par(y disclosures 

Identity of related parties 

The Bank has a related party relationship with its direct and non-direct parent companies. entities 
of its Group and with its directors (hereafler ·'administrative bod ies .. ) and executive officers 
(hereafter "other key management personnel .. ). All transactions made with related parties are 
concluded on an arm· s length basis. 

The amount of main assets, liabilities. income and expenses as at 31 December 2016 and 2015 
concerning Group entities and the parent companies are as fo llows: 

(in EUR) 

Assets and liabilities 
Assets held for trading and assets carried at fai r value 
A vai I able-for-sale financial assets 
Loans and advances 
Hedging derivatives 

Financial liabilities held for trading and liabilities carried 
Financial liabilities measured at amortised cost 
Hedging derivatives 

( in EUR) 

Income and expenses 
Interest income 
Fees and commiss ions income 
Dividend income 
Interest expenses 
Fees and commiss ions expenses 
Administrati ve expenses 
Other operat ing expenses 

2016 

19,809,595 
841.682 

8,225.4 18,288 
841,669 

85.457,888 
7.487 ,54 1,998 

97.582.506 

2016 

93.615.918 
1.135.079 

916.093 
(96.807.298) 

(5.959.884) 
(8.22 1.329) 
( 1.545.071) 

2015 

97.4 79,843 
1,018.389 

9,863,967,490 
466.733 

29,113 ,821 
7 ,985.728.336 

112, 144.797 

2015 

136,858,693 
1.613.551 
1,268.046 

(96,94 7.343) 
( 1.942.932) 
(7.056,432) 
(1,227.863) 

As at 31 December 2016 and 20 15. no impairment loss was recognised on available-for-sale 
financial assets and loans and advances with related parties. 
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Note 28 - Related par(}' disclo.rnres (co11till11ed) 

Key management personnel 

The Bank incurred expenses with respect to the remuneration of the members of the 
administrative. management and supervisory bodies as fo llows: 

(in EUR) 2016 2015 

Administrative bodies 25 1.000 90.000 
Other key management personnel 849,697 681,883 

l , I 00,697 77 1,883 

Administrative bodies are related to Directors composing the Bank's board. The amount relates 
to their participat ion to each board. 

As at 3 1 December 2016 and 2015, the Bank has no obi igations related to rel irement pensions for 
fo rmer administrati ve bodies and key management personnel. 

As at 3 1 December 20 16 and 2015. the Bank has not granted advances and credits and has not 
entered into guarantee commitments for the above mentioned bodies and personnel. 

During 20 16 the Bank has paid bonuses to Other Key management personnel for an amount of 
EUR 225,625 (2015 EU R: 135,000). 

Note 29 - Co111111it111e11ts mu/ co11tiuge11t liabilities 

The Bank's commitments and contingent liabilities may be analysed as fo llows: 

(in EU R) 

Unused confirmed cred its 
- out of which towards related parties 

Guarantees and other direct subsitutes for credit 
- out o.f which towards related parties 

2016 

3,520.103. 96 1 

2 15.309, 11 9 

161.191.121 

2015 

585.824.899 

35,826,2 19 

57. 710 
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Note 29 - Commitme11ts and co11ti11ge11t liabilities (co11ti1111ed) 

G uarantees received by the Ba nk: 

Unused confirmed credits and contingent liabil ities are secured by guarantees received by the 
13ank as fo llows: 

(in EUR) 

Net carr ying a mounts 

Real g uarantees 

Mortgage 

Securities 

Other real guarantees 

Personal guarantees 

Government guarantees 

Credit institutions 

guarantees 

Total guarantees 

2016 

Contingent 

liabi lities 

2 15,309,t 19 

486,522 

17,335.870 

5.153 

17,827,545 

Unused 

c redits 

3,520, I 03,96 I 

180,980,260 

750.000.000 

83.246.371 

I ,01 4,226,63 1 

Note 30 - Deposit guarantee mu/ i11vestor co111pe11.mtio11 schemes 

20 15 

Contingent 

l iabiliti es 

35,826,2 19 

1,418.063 

15,523.569 

208.105 

17,149,737 

Unused 

credits 

585,824,899 

247,46 1,017 

247,461,017 

The law related to the resolution. reorganisation and wi nding-up measures of credit institutions 
and certain investment firms and on deposit guarantee and investor compensation schemes (''the 
Law''), transposing into Luxembourgish law the directi ve 2014/59/EU establishi ng a framework 
for the recovery and resolution of cred it inst itutions and investment fi rms and the directive 
2014/49/EU related to deposit guarantee and investor compensation schemes. was passed on 
18 December 2015. 

The deposit guarantee and investor compensation scheme ··Association pour la Garantie des 
Depots Luxembourg·· (AGDL) was replaced by a new contribution based system of deposit 
guarantee and investor compensation scheme. This new system covers eligible deposits of each 
depositor up to an amount of EUR I 00.000 and investments up to an amount of EUR 20.000. The 
Law also provides that deposits resu lt ing from specific transactions or fu lfil ling a specific social 
or other purpose are covered for an amount above EUR I 00,000 for a period of 12 months. 

The funded amount of the "Fonds de resolution Luxembourg'' (FRL) shall reach by the end of 
2024 at least 1% of covered depos its. as defined in article I number 36 of the Law, of all 
authorized credit institutions in all par1icipating Member States. This amount will be collected 
from the credit institutions through annual contributions during the years 2015 to 2024. 
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Note 30 - Deposit g11am11tee mu/ investor compe11satio11 schemes (co11ti1111etl) 

The target level of funding of the " Fonds de Garantie des Depots Luxembourg" (FGDL) is set at 
0.8% of covered deposits, as defined in a11icle 163 number 8 of the Law, of the relevant credit 
institutions and is to be reached by the end of 2018 through annual contributions. The 
contributions are to be made in the form of annual payments during the years 20 16 to 2018. 

When the level of 0.8% is reached. the Luxembourgish credit institutions are to continue to 
contribute for 8 additional years in order to constitute an additional safety buffer of 0.8% of 
covered deposits as defined in article 163 number 8 of the Law. 

Note 3 I - lnve.'itme11t 111a11ageme11t services autl 1111tlerwriti11g f1111ctio11s 

The Bank provides its customers with. among others. the fo llowing serv ices: 

Private Banking: 

Corporate services; 

Custody: 

and Fiduciary representation. 

Assets managed on behalf of third parties are as fo llows: 

(in EUR) 

Custody and administr:ition of transferable securities 

Fiduciary representat ion 

Wealth Management 

Note 32 -Audit fees 

2016 

8.644.073.265 

3.032.183 

173.366.351 

2015 

9.126.155.722 

273 .815.030 
200,265,262 

The audit fees and audit related fees for the years ended 31 December 2016 and 2015 arc as 
fo llows: 

(in EU R) 2016 201 5 

Audit fees 479.500 236.000 

Audit re lated fees 15.000 85.000 
Other 15.000 15.000 

509,500 336,000 
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In 2016 and 20 IS the Bank participated to the Long Term Refinancing Operation mechanism 
organised by the Banque centrale du Luxembourg for an amount of EUR 1.312 million (20 IS: 
EU R 591 million). Those deposits arc collateralised by eligible securities classified in the 
available-for-sale securities portfolio for an amount of EUR 1.342 million (20 IS: 808 million). 

ASSET ENCUMBRANCE 

l lNE;-(CU."\HIEUEO 

( 111 FUR) Curr\'ini: amount Fair value Carn ·ini: mnounl Fuir ••nlue 

Cash and cash c11uivalc111s 2.3<)().65-11'>2 
Ddll ;ccurno:s IJ.11 .807.539 l.J.11 .Sll7..S3Q 1.618)61.4% 1.61R.361.496 
F11110:' 841.682 S-11.682 
Lro1'l> and advances 
01hcr fnrincal :i.ssc1s 

Non limncrtl a ssets 

Tut:tl 2011i 

125.700.000 

1,4(17,!'07,!IJ'> 1,34 1,807,!13'> 

Note 34 - Events after the reporting date 

12.456.l\9.1;?93 
26.310.686 
35135.828 

I li,!'28.298.277 I ,Ii 1'>.203,178 

C,\llnYI NG AMOUNT 

21116 201!1 

2J90.6.S.l.292 2.070.090.1 RJ 
2.960.169.035 2.686.555.359 

!W 1.682 1.018.31!8 
12.582.59.1193 11170.:!75.960 

26.310.686 107.606.097 
35.235.828 24.002.31·1 

17. 99!\,ll0!'.11 16 16, I !>9.!'411,JOI 

The Bank is not aware of any adjusting or non-adjusting event that would have occurred between 
3 I December 2016 and the date when the present financial statements were authorised for 
submission. by the Board of Directors, to the Annual General Meeting of Shareholders. 
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