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Certain Definitions

1

“

“

“

“

“

“

CERTAIN DEFINITIONS

Advent.l . ...

AFS Pa.r.t.f.ol.i.a

Annual Fi na.n.c

Bai n Caupi.t.al.l

Bassilichi... P.a

Bassilichi Pa

Acqgqui s.i.t.i.o.n’....

“

“

“

“

“

“

“

“

“

“

“

“

Bond.c.al......

Clessi.dr.a..SGR
DB Car ds..Ac.qu

DB Cards .Ac.g.u

|l nden.t.u.r.es.m....

I CB.R.L. e

Advent International Corporation and its affiliates and, where applicable, the fi
and limited partnerships managed or advidedthem

Nexi’' s porttawbsabeofi aanciablassets.
consists of Italian government bonds

Mercury Bondco Plc Annual Financial Report for the year ended 31 Decgfitbé

Bain Capital Investors, LP and its affiliates and, where applicable, the funds a
limited partnerships managed or advised by them

Bassilichi S.p.A. and its consolidated subsidiaries in connection witBasilichi
Payments Acquisition

Nex i s acquisition of Bassilichi Pe
Mercury Bondco Plc
Banca Monte dei Paschi di Siena S.p.A.

The operating s egApplication owsbuecing and innbvati
services ’ in Nexi's Financi al St at emen

CartaSi S.p.A. (now Nexi Payments S.p.A.)

The cleansing statement: Bond offering posted on the Bondco website
(www.mercurybond.com) od0 February 2017

Clessidra SGR S.p.A. on behalf of the fund Clessidra Capital Partners 3

The merchant acquiring business of Deutsche Bank S.p.A.

Nex i Payment s’ a Agpuiring i ti on of DB Ce
Equinova UK Holdco Limited

As the context requires, the financial statements of the Mercury Group, the
Group and the Latino Group

Help Line S.p.A., a majorbyvned subsidiary of Nexi
Mercury UK Holdco Limited

The base indentures and the supplementary indentures entered into arnioteg,
aios Bondco and U.S. Bank Trusteed/ Y
/ 9% Senior Secured Fixed Rate PIK Tddgglee es due 2021 al
Senior Secured Floating Rate PIK Toggle Notes due 2021 (both issued 13 Nc
2015), €600, Opaced 2:0id Sepured Faating Rate PIK Toggle |
due 2021 (issued 15 DecemiBé&x /20167y
Secured Fixed Rate PIK Toggle Notes due 2021 (issued 16 February 2017)

Istituto Centrale delle Banche Popolari Italiane S.p.A. (now Nexi S.p.A.)
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“1 CBPI ..Gr.o.u.p....

“ ”

Lat.i.no.l.. ...

“Lati na..Gr.oup.’

“Listing .Rar.t.i

Mer cur y...Gr.o.up
Mer cury PR.ay.me

Mer cury Rur.o.c.e

“MPS Ac ¢g.ui.r.i.n.g

“MPS Ac g.u.i.s.i.t.i

N X
“Nexi .Gr.o.up.l.......
“Nexi P a.y.me.n.t..s
“Nexi Pay me.nt.s
“Not.e.s. i
“0a S

“Payment s...Bus.i

“Revol ving Cir.e

“Revolving Cre
Agreemendt.”. ...

“Securi t.y..Agen

Collectively ICBPI S.p.A., CartaSi S.p.A., Oasi Diagram Slp.Ainél&.p.A. an
Bassilichi Payments (now Nexi Group)

Latino Italy S.p.A. (formerly Latino Italy S.r.l.)

Collectively, Latino, Mercury Payments, Mercury Processing (until sale ¢
December 2017)

Thelisting particulars posted on the Bondco website (www.mercurybond.com
21 December 2015

Mercury UK Holdco Limited, Nexi Group and the Latino Group
Mercury Payments Services S.p.A. (formerly Setefi Services S.p.A.)

Mercury Processing Services International d.o.o. (formerly Intesa Sanpaolc
d.o.0.) and its subsidiaries

The merchant acquiring and POS basges of Banca Monte dei Paschi di Si
S.p.A

The Nexi Group’ s acquisition of MP¢
Nexi S.p.A. (formerly Istituto Centrale delle Banche Popolari Italiane S.p.A.)
Collectively, Nexi, Nexi Paymen@asi, Help Line and Bassilichi Payments

Nexi Payments S.p.A. (formerly CartaSi S.p.A.) or the operating segment refe
a sNexiPayments i n Nexi’'s Financial State

Theoperating segmenNexi Payfentst ed nt dNe
Statements

Collectively, the Senior Secured Fixed Rate PIK Toggle Notes and the Senior
Floating Rate PIK Toggle Notes issued on 13 November 2015, the pplatelg
Senior Secured Floating Rate PIK Toggle Notes issued on 15 December 2
Senior Secured Fixed Rate PIK Toggle Notes issued on 16 February 2017 by

Oasi Diagrans.p.A.
The operating seBayments ' reheNerd’ s$§0FE

The revolving credit facility established under the Revolving Credit F¢
Agreement, and which was increased
million, and of0n@len June 2017 to €1

The revolving credit facility agreement which was entered into on 10 Novel
2015 between, amongst ot her s: Bond
defined therein), the Security Agent and tAerangers (as defined therein); and w
amended on 15 December 2016 and 29 June 2017

U.S. Bank Trustees Limited, in its capacity as security agent for the secured cri
the holders of the Notes, the trustee and the lenders under Revolving Credi
Facility



Mercury Bondco Plc

Annual Financial Report for the year ended 31 December 2017

Certain Definitions

“Securities SeThe operating seg ®eurites sewideg r riemd N eox
Statements

“Spons.o.L.S. ... Collectively, Advent, Bain Capital and Clessidra

“Sponsor s....l H.o.l. Mercury A CapitaLimited, Mercury B Capital Limited and Mercury ABC Ce¢
Limited

“Sponsor s....l N.e.w Mercury (Al) S.a.r.l, Mercury (BC) S.a.r.| and Fides S.p.A.
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2 GLOSSARY OF PAYMENT AND BANKING TERMS

For a glossary of payment and banking terms used in this Annual Financial Report, please refer to the Listing Particulars
and the Cleansing Statement.
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3 PRESENTATION OF FINANCIAL AND OTHER INFORMATION

3.1 Basis of preparation of the pro forma financial information

This Annual Financial Report presents the unaudited pro forma financial information, on a management basis, of the
Mercury Group which has been extracted and aggregated from the audited financial statements and the underlying
management accoustof the groups and / or entities within the Mercury Group, as defined in the page entitled Certain
Definitions, for the years ended 31 December 2017 and 31 December 2016.

The pro forma financial information presents the results of the Mercury Groupadioifthe entities within the Mercury

Group as at 31 December 2017 had been included within the Mercury Group from the beginning of the earliest reporting
period presented i.e. 1 January 2016. The pro forma financial information is presented to idusteaeffects of the
acquisition of Nexi, Mercury Payments, MPS Acquiring, DB Cards Acquiring and Bassilichi Payments on the Mercury
Group’s historical financi al position and resul tyof of oy
the periods presented. The unaudited pro forma financial information is presented for information purposes only and is
not intended to represent or be indicative of the financial condition or results of operations that would have been
reported had thetransactions described above actually occurred during the periods and as at the dates presented, and
the unaudited pro forma financial information does not purport to project our results of operations or financial condition

for any future period. The unalited pro forma financial information has not been prepared in accordance with the
requirements of RegulatioB-X of the Securities Act, the Prospectus Directive or any generally accepted accounting
standards. Neither the assumptions underlying the prarfaradjustments nor the resulting unaudited pro forma financial
information have been audited or reviewed.

The pro forma financial information and various other numbers and percentages set forth in this Annual Financial Report
are presented in euros, rounddo the nearest thousand, unless otherwise noted. Therefore, discrepancies in the tables
between totals and the sums of the amounts listed may occur due to such rounding.

Unless otherwise indicated, the audited financial statements of the groups aneritdres within the Mercury group,
from which the pro forma financial information has been extracted and aggregated, have been prepared in accordance
with |IFRS as endorsed by the EU (‘I FRS') .

The preparation of financial information in conformity with §-Requires the use of certain critical accounting estimates.
The areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates are significant
to the pro forma financial information, are disclosed within the Annuahidal Report.

This Annual Financial Report incorporates by reference the audited financial statements of the groups and /or entities
within the Mercury Group which are listed as Annex A and which have been made available on the website of Bondco at
http://www.mercurybond.com

3.2 Non-IFRS Financial Information

This Annual Financial Report presents (i) certain financial measures that are not recognised by IFRS and that may not be
permitted to appear on the face ¢FRS compliant financial statements or footnotes thereto; (ii) certain key performance
indicators and other notfinancial operating data that is derived from management estimates and not part of the financial
statements or the accounting records and @@rtain data derived from the management accounts that has not been
prepared in compliance with IFRS and differs in important respects from the financial statements.

For a discussion of further limitations that apply to the financial statements, pleafee to the section entitled
“Presentation of Financi al I nformation” in the Listing


http://www.mercurybond.com/
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3.3 Acquisitions, sale of an investment and rebranding

On 1 June 2017, the ICBPI Group completed the acquisition of DB Cards Acquiring and on 30 luume@éted the
acquisition of MPS Acquiring.

On 3 July 2017, the ICBPI Group completed the acquisition of Bassilichi Payments.

On 10 November 2017, ICBPI Group rebranded as Nexi Group. ICBPI and CartaSi changed their names to Nexi S.p.A. an
Nexi PaymentS.p.A. respectively.

On 19 December 2017, Latino sold the entire share capital of Mercury Processing to Eagle Eschborn GmbH for a
purchase price of €114 million.
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4 INDUSTRY RANKING AND OTHER DATA

We have obtained certain macroeconomicat a referred to BhytBSYSEcWa obA 20dz

Analysis of Financial Condition and Results of OperaBopsomic and Market Treids based on dat a
Bank of Italy, the International Monetary Fund, the Operation forrBoaic Ceoperation and Development and other
third party sources. We have not independently verified such thiphrty data and make no representation as to the
accuracy of such data.

For a discussion of the limitations applicable to the industapking and other data included in this Annual Financial
Report, please r ef &mdusty, Rankingand Othar DéitadherLising Particdlaesd

pro
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5 FORWARD LOOKING STATEMENTS

This Annual Financial Report of Bondco is provided pursigaBection 4.08(i) of the Indentures. This Annual Financial
Report contains forwardboking statements, including statements about market consolidation and our strategy,
investment program, future operations, industry forecasts, expected acquisitionssacdions and investments, and
target levels of leverage and indebtedness. Forwlaaking statements provide our current expectations, intentions or
forecasts of future events. Forwatdoking statements include statements about expectations, beliefeisplabjectives,
intentions, assumptions and other statements that are not statements of historical fact are, or may be deemed to be,
forward-looking statements.

anticipate”, “"b,e |l “i erwged i, n g"c,o0 L
potential”, “predict”, “project”, “seek”, “target” or
may identify forwardlooking statements, but the absence of these words does not necessarily mean thatmaiats

not forward-looking. Forwarestatements are subject to known and unknown risks and uncertainties and are based on
potentially inaccurate assumptions that could cause actual results to differ materially from those expected or implied by

the forwardHooking statements. Our actual results could differ materially from those expected in our fola@kihg
statements for many reasonRiskFaciois|l bdi og. t he &ddi brendesce
are consistent with theforward-looking statements contained in this Annual Financial Report, those results or
developments may not be indicative of results or developments in subsequent periods. For example, factors that could
cause our actual results to vary from projecteduiie results include, but are not limited to, the risks described under

the section entitled “Risk Factors” in this Annual Fineé

Words or phrases such as

“

The risks described in this Annual Financial Report should not be construed as exhaustive. Other sectionstiofjthe L
Particulars and the Cleansing Salaftleh®ehndy i QGan cd Auddd dadgi At2hy/
Financial Condition and Results of Operationgdustry a Ouwf Business as wel | as Bondco’ s
financial reportgeleased from time to time may describe additional risk factors that could adversely affect our financial
position, results of operations and liquidity. New risks can emerge from time to time, and it is not possible for usdo predi

all such risks, nor cawe assess the impact of all such risks on our business or the extent to which any risks or combination

of risks and other factors, may cause actual results to differ materially from those contained in any fookdnd
statements. You should review ttki scussi ons in the Listing Particulars,
interim and annual financial reports for a more complete view of the factors that could affect our future performance

and the industry in which we operate.

Given these riss and uncertainties, you should not rely on forwdmdking statements as a prediction of actual results.

Any forwardlooking statements are only as at the date of the particular statement and we do not intend, and do not
assume any obligation, to updaterward-looking statements set out in this Annual Financial Report. You should interpret

all subsequent written or oral forwartboking statements attributable to us or to persons acting on our behalf as being
qualified by the cautionary statements in ¢hsection and contained elsewhere in this Annual Financial Report, the
Cleansing Statement or the Listing Particulars, includi
Annual Financial Report. In light of these risks, our resaltdd differ materially from the forwartboking statements

contained in this Annual Financial Report.

10
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6 OVERVIEW OF RESULTS

6.1 Summary Overview of Results

The Mercury Group

In the course of 2017 the Mercury Group has made significant strategic progress in building up the leading payment
technology company in Italy, while reporting a strong financial performance.

On 1 June 2017, Nexi Payments completed the acquisition ohBB Bcquiring and on 30 June 2017 completed the
acquisition of MPS Acquiring. On 3 July 2017, Nexi completed the acquisition of Bassilichi Payments, a leading Italian
payment operator.

On 19 December 2017, the Mercury Group announced that it agreedIthG@®%o of Mercury Processing.

The pro forma operating revenue of the Mercury Group ir
t welve months ended 31 December 2017, from €1,021.8 mil
formaEBITDA ncreased by €61.5 million, or 16.9%, to €426. 2
from €364.7 million for the twelve months ended 31 Dec:eé
the parent @8&cRBeanseéd ibypy € €91.6 million for the twel v
million for the twelve months ended 31 December 2016,
recurring/extraordinary items in the twelve months ended 31 Dmber 2017 mainly driven by HR restructuring costs
(€91.3 million), advisory costs for the ongoing transf
(€17.0 millirehn)atedekonandi tEg5.-domvnand€83n9mpt ment write

Whilet hese HR restructuring costs are expected to generat
savings are being partly reinvested in the hiring of ke

The Nexi Group (formerly the ICBRbUpP)

In November 2017 Istituto Centrale delle Banche Popolari Italiane S.p.A. and CartaSi S.p.A. changed their names to Nexi
S.p.A. and Nexi Payments S.p.A., respectively.

The Nexi Group pro forma operating revenue and EBITDA for the twelve months &h@etember 2017 increased

compared to the twelve months ended 31 December 2016. -
million, or 7. 7%, to €947.7 million for the twelve mont
monthsenkéd 31 December 2016, mostly due to an increase in
million, or 7.0%). The pro forma EBI TDA increased by €

ended 31 Decembe millidhfodtie twelveanonth€ endedl 31@ecember 2016, driven by operating
revenue growth.

The EBITDA increase was achieved as a result of higher contributions by all cdatntereporting segments. EBITDA
in our BPO services segment increased dedpwer revenue, mainly due to the discontinuation of our ICT security and
internal controls business line. Our Other Nexi Group Activities reporting segment, which primarily manages our
internal financing needs and is not custorsiacing, recorded higher x@nue mainly due to higher net interest income,
although it generated lower EBITDA than in the previous period.

The pro forma profit for the period attributable to the
twelve monthsended 31 Decdmer 2017 from €128.7 million for the twel"
(-44.2%), mostly due to negative extraordinaryandmoe c ur r i ng i tems of €162.9 millic
for HR restructuri noffpcomgtect(S€8Drl triel Itiram)s,f oomati on pr

L Pro forma EBITDA as used in this summary Annual Financial Report refers to pro forma normalised EBITDA.
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M&A transactions ( €&related® o sni % nilfod),Bnyestmentevbitedaorwchisn d €3 . 9 mi | | i
Bassilichiassetwrite f f s and ot her i tems ( mibion), ammparedtanegatvee d amount o
extraordinaryandnow ecurring items of €47.2 million for the twel
costs associated withore f f pr ojects for the ttmiionsf or mati on program

Ne x i Gr o ufgrrhasce indicgtorimaproved in the twelve months ended 31 December 2017, compared to the
same period of 2016.

The Nexi Payments business grew both in terms of value of card transactions (+6.0% in total; +4.8% for the Issuing and
+6.7% for the Acquiring Isinesses compared to the twelve months ended 31 December 2016) and in number of
managed transactions (+6.9%; +8.2% for the Issuing and +5.9% for the Acquiring business, (both including debit cards)
over the same period).

The number of managed cards at 3@dember 2017 was 3.5% higher on a yeatyear basis, mostly due to a 16.0%
increase in prepaid cards.

The number of managed POS increased by 5.2%.

In the Payments Business, compared to the previous period, the number of banking payment transactioog grew
6.7%, the number of clearing transaction by 5.3%, while the numbetah&ing workstations edged up 0.7%.

Compared to the previous year, the Securities Services business increased in depositary bank assets in custody (+6.2%)
and in the value of brokage negotiation (+20.4%), while decreasing slightly in global custody, with assets in custody
down 1.7%.

In our Bassilichi Payments business, the number of managed POS terminals increased by 5.9% between 31 December
2017 and 2016, while the number of maged ATMs and the number ofbanking workstations decreased by 9.3% and
2.6%, respectively.

Mercury Payments

The Mercury Payments business increased in terms of pro forma operating revenue and pro forma EBITDA in the twelve
months ended 31 December 2017 compared to the same period in the previous year: the pro forma operating revenue

increased byr €8.11%, ntid |d:L. ©4 million for the twelve mo
million for the twelve months ended 31 December 2016, ¢
12. 1%, to €98.7 million forr t2@17 wled vrm @® &t & smielnldiean 3fLo
ended 31 December 2016. Pro forma net profit decreased
ended 31 December 2017, from €130.0 mill i onendfidbyd he t we
oneof f gross income of €83.6 million relating to the VI ¢

Europe acquisition.

The number of cards managed by Mercury Payments as of 31 December 2017 increased (+8.8%) compared to 31
December 2016, as well as the value of card transactions (+13.8%), the number of managed POS (+ 11.7%) and the
number of managed ATMs (+7.2%).

12
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6.2 Mercury Group Summary Pro Forma Financial Information

The following table shows the pro forma operatiryenue and pro forma EBITDA of the Mercury Group for the years
ended 31 December 2017 and 2016.

Year ended 31 December

2017 2016 % change
AY € YAt

Pro forma operating revenue® .............cccoooiiiiii e 1,101.1 1,021.8 7.8%
[N (] (0] U o PO PUPRPPP 947.7 880.3 7.7%
[ Y1 [ T ] 01U o S 151.3 140.0 8.0%
HOIACQ. ... 21 15 38.8%
Mercury Consolidation adjuStments............cceovviiiieiiniiiiee e - - n/r
Pro forma normalised EBITDA®).................ccoiiiiiniiiicccc 426.2 364.7 16.9%
[N (] (o U o PO PP PP UPRPPPPPRRRTN 327.4 276.6 18.4%
[ Y1 [ T ] o1 T 98.5 88.0 12.0%
HOIACQ. ... 0.4 0.2 92.7%
Mercury Consolidation adjuStmentS............coeeviiiieiiiniiiiee e - - n/r
Pro forma profit for the year attributable to the owners of the parent..... 91.6 226.9 -59.6%
N (] (o] U] o O OO PUPPPPPPPPPRIN 71.8 128.7 -44.2%
[ Y1 T T ] 01U o TS 21.3 126.4 -83.2%
HOIICO. 11+ttt s e s e s e en e en e eneeenees (3.2) (19.4) -83.4%
Mercury Consolidation adjustment®...............cccccoceveveieiececeeeene 1.8 (8.7) nir
1) Pro forma operating revenue, pro forma normalised EBITDA and pro forma profit for the year attributable to the ownergasétiteare extracted and
aggregated from the audited financial statements Kdercury Group, Nexi Group, Latino Group, Holdco and net consolidation adjustment.
2) Pro forma normalised EBITDA is defined in section 6.6.1, footnote 1.
3) The Mercury Consolidation adjustments mainly represents the adjustments focowtnolling interest.
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6.3 Mercury Group

The following table provides an overview of the results of operations for the pro forma financial information of the
Mercury Group for the years ended 31 December 2017 and 2016.

Twelve months to 31 December
2017 2016
AY € YAfTA

Net fee and cOmMMISSION INCOME.......uuiiiiiiii i 1,060.2 987.7
NEt INtEreSt INCOME.....cci it e e e e 354 29.6
Net trading / hedging INCOME..........ccoiiiiiiiiiiiiir e e 4.8 3.8
Dividends from equity investments and AFS investments...........ccccceeeeveeeeeeen. 0.7 0.6
Pro forma operating reVeNUE .........ceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeseseesssssssssssssssssssnnns 1,101.1 1,021.8
Payroll and related COSES......uuiiiiiiiiiiee e e e s (214.2) (204.6)
Other adminiStrative XPENSES........cccuuiiiiiiiiiete ettt e e e e e s seeereeeee e (457.2) (443.3)
AdMINIStrative @XPENSES ......ccccceeeerrieieirrseeeeeeeeeiessssneeeeseeesssssnsessssesssssssnssessssssssnns (671.4) (647.8)
Other net operating iINCOME........ciiiiii e e e e e e e e e e e e e aeeens 4.7 4.0
Net accruals to provisions for risks and charges............ococcvvviiieeeii e, (8.1) (13.2)
Pro forma operating costs (before depreciation and amortisation) ..........cccccueeeens (674.8) (657.0)
Pro forma EBITDA (M. ...t eestsessssse s e s s sesesnsssssssssssssenses 426.2 364.7
Depreciation and amortiSation.............eeiiieeeeiiiiiiiiiiiiieee e e e (74.3) (59.4)
Pro forma operating profit ..........ceeeeeeeeeeeeeeeeeeeeeneeeeeeeeeeeeeeeeeeeesessssssssssssssssssssssssssne 352.0 305.4
Depreciation and amortisation on customer CoONtracts..........ccccevveeeeeviivrcccennnnen. (41.0) (10.5)
Share of profits Of INVESLEES.......cciiiii i 28.8 0.0
Nonrecurring / extraordinary itEMS...........cocciiiiiiiiiieieee e e (187.7) 8.9
Pre-tax pro forma profit .........eeeeeeeeeeeeeeeeeeeeeeeieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e aa——_ 152.1 303.8
INCOME TAXES. ..t e e e e e e e e e et et et e e et a e e e e e e e e e aaaeeeeeeeeees (52.1) (67.5)
Post-tax pro forma Profit .........eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeseeseseessssssssssssssssssssssssssssses 100.0 236.2
Pro forma profit for the period attributable to necontrolling interests................. (8.3) (9.3)
Pro forma profit for the period attributable to the owners of the parent .............. 91.6 226.9
1) Pro forma normalised EBITDA is defined in section 6.6.1, footnote 1.
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6.4 Mercury Group Summary Pro Forma Financial Information: Summary Segmental Information

The following table shows the pro fornfaoperating revenue and pro forma EBITDA by segment of the Mercury Group
for the twelve months ended 31 December 2017 and 2016:

Twelve months to 31 December

2017 2016 change % change
0e YAfTtAZ2Y

Pro forma Operating Revenue ¥ 1,101.1 1,021.8 79.3 7.8%
Nexi Group 947.7 880.3 67.4 7.7%
Nexi Payments 582.5 546.7 35.7 6.5%

Card Issuing 222.0 207.3 14.7 7.1%

Merchant Acquiring and POS 297.6 276.6 21.0 7.6%

Other 62.9 62.8 0.1 0.1%
Payments 91.8 91.2 0.6 0.7%
Securities Services 71.2 67.0 4.2 6.3%
BPO Services 275 28.0 -0.5 -1.8%
Bassilichi 163.6 143.5 20.1 14.0%
Other Nexi Group Activities / consolidation adjustments 111 3.8 7.3 189.9%
Latino Group 151.3 140.0 11.3 8.0%
Mercury Payments 151.4 140.1 11.3 8.1%
Latino / consolidation adjustments 0.1) 0.0 0.0 70.1%
Other Group 2.1 1.5 0.6 38.8%
Holdco 2.1 15 0.6 38.8%
Consolidation adjustments - - - n/r

Pro forma normalised EBITDA @ 426.2 364.7 61.5 16.9%
Nexi Group 327.4 276.6 50.8 18.4%
Nexi Payments 252.5 220.5 32.0 14.5%
Payments 30.8 23.9 6.9 28.9%
Securities Services 18.8 13.2 5.6 42.2%
BPO Services 9.5 8.7 0.9 10.3%
Bassilichi 10.0 (0.3) 10.2 n/r
Other Nexi Group Activities / consolidation adjustments 5.7 10.5 -4.9 -46.0%
Latino Group 98.5 88.0 10.6 12.0%
Mercury Payments 98.7 88.0 10.7 12.1%
Latino / consolidation adjustments (0.2) (0.2) (0.1) 119.4%
Other Group 0.4 0.2 0.2 92.7%
Holdco 0.4 0.2 0.2 92.7%
Consolidation adjustments - - - n/r

Pro forma profit for the period attributable to the owners of the 91.6 226.9 (135.3) -59.6%

parent
Nexi Group ® 71.8 128.7 (56.9) -44.2%
Latino Group 21.3 126.4 (105.2) -83.2%
Mercury Payments 49.3 130.0 (80.7) -62.1%
Latino / consolidation adjustments (28.0) (3.6) (24.5) n/r
Other Group (1.4) (28.2) 26.8 -95.0%
Holdco 3.2) (19.4) 16.2 -83.4%
Consolidation adjustments 1.8 (8.7) 10.6 n/r

Q) Pro forma operating revenue and pro forma normalised EBITDA are extracted and aggregated from the management accouNexidBtbap,
Latino Group, Holdcand net consolidation adjustments

) Pro forma normalised EBITDA is defined in section 6.6.1, footnote 1.

?3) Segmental pro forma profit information for those operating segments within Nexi is not reported to the board of Nexi afdrtheot presented
here.
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Twelve months to 31 December

2017 2016

Pro forma EBITDA Margin .........ccoovviiiieiiiiiiiiiiiiee e 38.7% 35.7%
NEXI GFOUP.....coviiriiiiiiiiieiie ettt et e nees 34.5% 31.4%
NEXi PAYMENTS......uiiiiiiiiiiie et 43.4% 40.3%
PayMENES. ...t 33.6% 26.3%
SECUNMEIES SEIVICES ...ocviiiiiiireecee e 26.4% 19.7%
BPO SEIVICES ....coiiiiiiiiiiie et 34.7% 30.9%
Bassilichi Payment s . 6.1% (0.2%)
Other Nexi Group Activities / consolidation adjustments......... n/r n/r
Latino GrOUP.......uuuiiiiiiiiiiciieiieiiie e e 65.1% 62.8%
Mercury Payments..........cccvviiiiiiiie i 65.2% 62.9%
Latino / consolidation adjustments.............cccocveerieeeiieenieennnne. n/r n/r
n/r n/r

n/r n/r

n/r n/r

6.5 Mercury Group Summary Pro Forma Financial Information: EBITDA reconciliation

Thefollowing table shows the pro forma EBITDA reconciliations of the Mercury Group for the years ended 31 December
2017 and 2016:

Year ended 31 December

2017 2016
6e YAftAZ2
Pro forma profit for the year attributable to the owners of the parent ................ 91.6 226.9
Pro forma profit for the year attributable to necontrolling interests................ 8.3 9.3
[NCOME TBXES ..ttt ettt e s e e e e e e e e e e e e e eeaeeeeeenennrnrnees 521 67.5
Share of profit Of INVESIEES.........cvvice 1 (28.8) 0.0
Nonrecurring / extraordinary net financial expense / (income)............cceee.... 3.1 (99.7)
Other nonrecurring / extraordinary operating COStS..........ovcuvviieiniiiieeeniinnenn. 184.6 90.7
Depreciation, amortisation and impairment losses on customer contracts... 41.0 10.5
Pro forma operating profit ... 352.0 305.4
Depreciation, amortisation and impairment losses on property, equipment, 74.3 59.4
investment property and intangible assets (included in operating prafit)......

Pro forma normalised EBITDA ............ccooiiiiiiiiiii e e e e e e e e e e e e een 426.2 364.7
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Nonrecurring / extraordinary net financial codtsr the twelve months ended 31 December 2017 w€r8 . 1 mi | | i on
primarily comprised writeoffs of Nexi investments. Nenecur ring / extraordinary net f|
for the twelve months ended 31 December 2Qdriimarily comprises VISA procequtsd by VISA Inc. in connection

with the VISA Europe acquisition.

Nonr ecurring / extraordi nar forthe pwelreanbnthe ended 3l HDecember A€ 1 84 . 6 1
comprised of fir) r@81tr3Bcmiulrli ingn c odf prgjects forithe fransobn@tios mi | | i o
program, (iii) €17 million for tlaxdng, (W otherdeA extrgoreinasyt i on s ,
costs for a cumul adndNdnremaunti ngf /€ 2X.t2 amirldliinarfortheper at i
twelve months ended 31 December 2016 included ) € 5 5for One-afficHalges onainly related to the
transformation program and t he ndowM&Aazaostaigcarre@inHoldtcoaralm, a n
Latino related to the Mercury Payments and Mercury Processing acquisitions.

6.6 Other Financial and Operating Information - Mercury Group

6.6.1  Other performance indicators

Ref Year ended
31 December

2017
(A y'milHons,
except where
stated
otherwis@
Pro forma Operating rEVENUE.........cccoeiiiii e s e s e e e e e e e e e e e e e e e e e eeeeaeneaens 1,101.1
Pro forma normalised EBITEA.........coooiiii et 6.6.2 426.2
Pro forma normalised EBITDA MaFBin...........cccceiuiiiiiiiiieieeeieieiee e 38.7%
Adjusted pro forma EBITIFA.......c.ooi ittt 6.6.2 4845
Adjusted pro forma EBITDA MarGin...........c.coueiiiiiiieieiesece e 44.0%
Pro forma profit for the period attributable to the owners of the parent...............ccc....... 91.6
Adjusted pro forma profit for the period attributable to the owners of the parent 6.6.3 230.6
Pro forma CET1 Capital RAtiQ..........cccoooeiiiei e e e e e e e eeaeaens 17.49%
Adjusted pro forma profit of the Mercury Group available to Holdca.................c......... 6.6.4 224.0
Nt fINANCIAL AEIIB) ... oot 2,296.3
Pro forma cash interest eXPENEE.............cvciiiiiie e 185.5
Ratio of net financial debt to adjusted pro forma EBITDA...........cccccceiiiiiieeeeniiiieeeenn, 4.7x
Ratio of adjusted pro forma EBITDA to pro forma cash interest expense..................... 2.6x
Adjusted pro forma COVEIAGR............ceeiee ettt e ee ettt srae e e e nnes 1.2x

(1) Set forth below are the definitions of the pro forma normalised EBib&s®d measures used in this Annual Financial Report:

i Pro forma normalised EBITDA is defined as pro forma operating profit for the period after adding back the charges
for depreciation, amortisation and impairment losses on property, equipment, investment property and intangible assets,
and net nonrecurringor extraordinary items.

i Adjusted pro forma EBITDA is defined as pro forma EBITDA further adjusted as set forth in section 6.6.2.
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For a reconciliation of pro forma normalised EBITDA and adjusted pro forma EBITDA to pro forma profit for the period
attributable to the owners of the parent, see sections 6.6.2 and 6.6.3. Management believe that these-B&i&Dmeasures

are useful to investors in evaluating operating performance and the ability of the Mercury Group to incur and service its
indebtedness. These notFRS measures are not indicators of performance recognised under IFRS. ThEdeSomeasures

are not necessarily comparable to the performance figures published by other companies. Caution should be exercised in
comparing these noFRS mesures as reported here to the ndRRS measures of other companies. For more information,

s e @reséntation of Financial and Other InformatioNonGAAP Financial Informatibn i n t he Li sting Part
available on the website (www.mercurybondm).

2 Pro forma normalised EBITDA margin represents pro forma normalised EBITDA divided by pro forma operating revenue.
Adjusted pro forma EBITDA margin represents adjusted pro forma EBITDA divided by pro forma operating revenue (without
considering any potentlampact that such adjustments may have on pro forma operating revenue).

(3) Net financi al debt represents the combined gross financia
and the Sponsors’ HoldCos. cAsh3tegDéevamkbet s2017Bonkdeocash
to €3.7 million. On 16 February 2017, B 0 n Hs%/37 % sersousealirecE 6 0 0, C

fixed rate PIK toggle notes cdeagaisitiand Bythe Neki Bm®up'bf2he mefchadtacqgarsg ) t ¢
business of Banca Monte dei Paschi di Siena S.p.A., Bassilichi S.p.A. and the merchant acquiring business of Deutsche Bank
S.p.A.

(4) Pro forma cash interest expense represents the estimated cashgtere e x pense of the Sponsor s’ H
basis for the period ended 31 December 2017. This include
payable by the Sponsors’ HoldCos, haeenonrhenP0ild@ NbeeSpbaen
at the beginning of the period presented. The 2017 Notes accrue interest at a rate per annum edégdbt(iry case of cash
interest) and 7% (in case of PIK interest), commencing February 16, 2017.

(5) Represents theatio of adjusted pro forma profit of the Mercury Group to pro forma cash interest expense.

18



Mercury Bondco Plc

Annual Financial Report for the year ended 31 December 2017

Overview of Results

6.6.2  Reconciliation of pro forma normalised EBITDA to adjusted pro forma EBITDA

The adjustments described below are presented before any deductions for mieqiiy interests.

Twelve months to 31

December 2017
Ay € Y1}
Pro forma normalised EBITDA .......ccccceeiiiiiiininnneniiiinissssnseessnsssssssssssssssssssssssssssssssssssssssssssssss 426.2
Capitalisation of ICT @XPeNOItURES............cceiieee ettt ere e 1.1
ICT and ProCUr€mMENt SAVIMES........c.coveirieireiie et eeee st st ste st e steesbe et sreesbesessreeee e, 6.1
Expected average annualised decrease in interest indoome AFS Portfoli® ................. (4.3)
International debit INILALIVED) ..............ccueiiiie ettt 2.5
Synergies with Mercury Paymems.............cccooeviiiieiiiicececeeeee e 20.0
Synergies With MPS ACQUIMTIL..........eoiieiie ettt ee et ete e srae e e sae e sae e, 12.5
Synergies With DB Cards ACQUIfAG. .......c.civveiiieie ettt 2.3
Synergies with BassSilichi PayMEMLS.............ccvoiieieee et ees 18.1
Adjusted pro forma EBITDA ......ccciiiiiiiiiiiiiiiiiiiisrissssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnans 484.5

(A) Capitalisation of ICT expenditures relates to the effect on the adjusted pro forma EBITDA of capitalising 33% of ICT
expenditures (excluding payment processing costs) in respect of the period ended 31 December 20iE7p&aod ended
31 December 2017, it is estimated that the Mercury Group capitalised approximately 32% of all ICT expenditures. On the
basis of benchmarks in the banking and financi al services
total ICT expenditures for the period ended 31 December 2017 related to growth and transformation and so could have been
capitalised. The adjustment has been calculated as if the Mercury Group had capitalised 33% of total ICT costs, in line with
the aforemantioned industry benchmarks, and excluding the amounts actually capitalised by the Mercury Group in such
period. Any such capitalised expenditures would be amortised over a-tbréee-year period.

(B) ICT and procurement savings gives effect to outstandstignated savings, net of related expenses that are expected to be
realised within tweto-three years following the implementation of certain operational efficiency measures. The estimates of
these savings are based on xitGnoapasdpenossanvestments,apveelt das mdustrg wi t h
benchmarking, the advice of industry experts and management consultants retained in connection with the acquisition of
Nexi and further acquisitions. However, there can be no assurance that all, aofahgse potential cost savings will be
realised, see “Forward Looking Statements”. The assumptio
reliance on the available information and judgments based on such information. These assinapéanherently uncertain
and subject to a wide variety of significant business, economic and competitive risks and uncertainties that could cause
actual results or timeline to differ materially from those contemplated in the savings estimates.

© Holdingsof Italian government bonds made up 93.8% of total AFS Portfolio as at 31 December 2017, and are accounted for
as AFS financial assets. In line with relevant accounting principles, interest income accruing on the AFS Portfoliteid accoun
for at amortisal cost—that is, using the historical yield. Since the yields on the tioefour-year maturity Italian
government bonds that were purchased in 2013 and 2014 were significantly higher than present yields, the average yield
that is currently received on th&FS Portfolio is higher than the yield that would be achievable if the AFS Portfolio was
replaced at present market yields. As the Italian government bonds that were purchased in 2013 and 2014 mature and are
replaced with lowetyielding Italian governmertionds, it is expected that the interest income from the AFS Portfolio will
decrease. It is currently estimated that the effect of this decrease in interest income over the next five years will have an
average annual impact on adjusted pro forma EBITBAfmiBion. This average annual impact is estimated using the
following reinvestment cycle:

» based on the actual composition of the AFS Portfolio as at 31 December 2017, it is assumed that the proceeds of any
maturing Italian government bond held indtAFS Portfolio would be continuously reinvested in a new tigsze Italian
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©)

(E)

(F)

(©)

(H)

government bond (or a bond with a lower maturity if the original maturity of thénreested bond was lower than three
years);

» the expected yield earned on any newlyrchasedoond is estimated using the forward Italian government bond yield
curve as at 31 December 2017; and

 the notional interest income that would be earned in each year from 2017 to 2020 is calculated and the average of
the four-year period is taken.

The assmptions used in estimating this adjustment are made in reliance on the information available to management and
its judgments based on such information. These assumptions are inherently uncertain and subject to a wide variety of
significant market and ecamic risks and uncertainties that could cause actual results to differ materially from this estimate.

Represents the annualised ruate effect of the launch of a new Nexi Payments debit product (Nexi Payments Pagomat)
which will be positioned as a comptent to the traditional, domestic debit card products currently available in the Italian
market and which features additional functionalities aimed at improving customer experience and which will be fully
integrated into the latest digital innovations (eldCE, contactless, etc.). It is estimated that the positive effect resulting from
the introduction of this new initiative over the next three years will have an impact on adjusted pro forma EBITDA of

€ 2 mi8ion.

Represents the annualised run rate ceghergies net of any increase in annualised run rate operating expenditures that are
estimated to be realised in connection with the migration of certain acquiring processing to Mercury Payments (achievable in
2-3years on average) and certain othertiouse developments (achievable irFb3/ears), following cumulative expenditure

of appr oxi-B&mildyin €pitdl expenditures and orf costs.

Represents cost and revenue synergies which we expect to realize within two to three yearmiptlosvconsummation of
the MPS Acquiring Acquisition after -offcogiseTheastimatedannoafizeda p pr o x
run rate impact of these synergies on adjusted pro forma EBITDA includes:

(i) cost s aroim thgeimimation & \&luebadded tdx (MAD) ourrdntly imposed on transactions
between (A) MPS Acquiring and the Nexi Group on the one hand and (B) MPS Acquiring and Bassilichi Payments on
the other hand;

(ii) cost savings dfi z&@2.i @ nmiolfl iMPS fArcagm itrh en gr ast icoorsa b a
of MPS Acquiring into the Nexi Group’s existing payme

(iii) synergies of €8.0 mil | i-makingtmerchantagduiring dontratofV®S ¢ o mmer ¢
Acquiring, (B) improved ugelling and crosselling of valueadded services to merchant customers of MPS
Acquiring and (C) a modernization of MPS Acquiring’'s
charge higher, premium pricdsr the improved service.

Represents the estimated annualized adjusted pro forma EBITDA contribution of the DB Cards Acquisition, plus expected
synergies.

Represents cost and revenue synergies which we expect to realize within two to three years falf@rdngsummation of
the Bassilichi Payments Acquisit-Eaada. afmetl erpendi tapetaf
off costs. The estimated annualized run rate impact of these synergies on adjusted pro forma EBITDA includes:

(i) cost savings of €3.8 million from the integration of

infrastructure;

(ii) cost savings of €7.6 million from the rationombfi zati o
Bassilichi Payments into the Nexi Group’s existing paymen
(iii) cost savingsi oonfs €2n 5Bansislilliiocnh if rPoany meendtusc’'t gener al and
(iv) cost savings of €4.2 million mainly from reductions
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The adjustments described above are presented before any deductions for minority equity interests.

The foregoingresentation excludes certain other adjustments, which we have not quantified for the purposes of this Annual
Financial Report, representing the cost savings angatmincrease in Normalised EBITDA that we believe are achievable within one
to three yeas following the implementation of the measures set forth below, which aim to further improve our operational
efficiency and each of which relates to steps and actions that have been taken or have been identified:

. P u r ectttang initiatiyes argebng our production costs and general and administrative expenses, which we
launched in 2017 and are currently outperforming the targets we had set. We have also not given effect above to the
estimated runrate impact of similar initiatives that we laohed in 2018

. Human Resources: Headcount rationalizations we cont
the expiration of a transitional period, such that the full ftate impact is expected to be realised by 2020.

. I T Strategy: Cost savings to be realised from a re€
of which have been agreed pursuant to definitive agreements, and our IT costs savings initiatives relating to our IT
infrastructure ATMs, our CBI Gateway infrastructure, our software and our licensing activities.

. Operations: Costs savings from other initiatives
measures aimed at the reduction of our shippicosts, the streamlining of our production, the improvement of our fraud
management and a reduction in maintenance interventions. Launched in 2017, these initiatives fully achieved their

targets for the fiscal year 2017 and are expected to generate additiruntrate savings, beyond the current levels,

within the next few years.

. Customer Contact Centre: Costs savings initiatives
including providing online Q&As as alternatives to redtiee number of calls, operator trainings to increase the rate of

first contact resolutions and digital care. Launched in 2017, these initiatives fully achieved their targets for thediscal y

2017 and are expected to deliver additional mate saving®ver the next one to two years.

. I nnovat i-rateimpact frodnlithe taundh lofea newy/AS/innovation bundle offering, which was defined
in 2017 and launched in 2018. We expect this adjustment to be made onrateibasis, giving effect toontracts
already signed.

« -Commeti€e: The rumate impact from the commercialization of a statéthe-art eCommerce solution launched in
the fourth quarter of 2017. We expect this adjustment to be made on arat@ basis, giving effect to #gricings that
have already been agreed.

. A p p |-rate ildpmat of thé ldwech of aun Apple Pay and Samsung Pay solutions which will be gradually
implemented over the course of 2018, with the ratte impact expected to materialize starting in 201We expect the
adjustment to be made on the basis of contracts that have already been signed with client banks.

. PSD2 Gateway: The minimum guaranteed payment we ar e
PSD2 Gateway, which wasarded to us by the CBI Consortium (the consortium that manages the CBI Gateway)

following a competitive tender. We believe the adjustment reflects a conservative business case in terms of Normalised
EBITDA growth.

. ACH | nst a mateinipacyomfeCH thgtant Payments,which is a product that is already developed.
We expect the adjustment to be made on the basis of two contracts that have already been signed, with official launch
planned for 2018.

. Cust omer Vieldunurate invpaah af gueacogisition Carige Acquiring, for which we have already
signed an acquisition agreement that is expected to close in the fourth quarter of 2018, and CVM initiatives with respect
to both our existing customer base and our recentlyurefd merchant books. We expect the adjustment to be made on
the basis of the CVM initiatives that were already launched in the fourth quarter of 2017 or first quarter of 2018 or are
included in our management forecast for 2018. We expect that theatmimpact from these initiatives will materialize
starting in 2019.
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A IT Strategy (M&A): The ruiate impact of cossynergies from the integration of the IT platforms, technology and
corporate systems of Bassilichi and Mercury Payments into our own.

In addition to the above, we have also identified, but not quantified, further savings for the updated/improved view on imteahat
debit penetration and profitability.
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6.6.3  Reconciliation of pro forma profit attributable to the owners to adjusted pro forma profit

Twelve months to
31 December 2017

Ay € YA
Pro forma profit for the year attributable to the owners of the parent ..........cccerrrvvveennecennnnne 91.6
Extraordinary(inCOME)/COSEEY .........ceiiiciiiecte ettt e e sttt ste e st sreaneeas 101.3
Capitalisation of ICT @XPEeNItlffR..........c.covveiriiie et 0.2
ICT and ProcuremMent SAVIHGS. ........cccviveiiiie sttt sre e 41
Expected average annualised decrease in interest income from AFS Pé§ttfolia........... (2.9)
International debit INIAIVER...............c.ooiieece ettt 1.7
Tax benefit dugo equity investment (ACE)...........cccvviiiiiciceeeee e (0.8)
Synergies With Mercury PaymeERS..........ccovivviiriiiieeeee ettt et sae e sree e 13.4
Synergies With MPS ACQUIMBIG. .......c..oiviieee ettt ettt 8.4
Synergies With DB Cards ACQUIBING........c.iivieirieiieecee e see et erae e sree e sreeaee e 1.5
Synergies with Bassilichi PaymeRS..............cccceviiiiiiiciiece e 12.1
Adjusted pro forma profit .....cccccciiiiiiiiiiiiii e e e e e 230.6

(A) Represents the estimated aftéax effect on profit for the year attributable to the owner of Holdco of the following items: (i)
a negative impact reefcu€90.ng mitlelmsom foft hmorMNe xi Group (of w
Payments), mainly related to restructuring and the transformation plan (please refer to section 7.5 for more details), (ii) a
negative i mpact -offitem€ifcurréd bmthd LAtincoGroum grimarily fer M&A initiatives, and, (iii) a negative
impact of € 3. -8ecumnglitéms atrHoldrd. Allrobtime aforementioned costs are reported in the management
accounts below EBITDA, under the line itemsnecurring/extraordinary items, and therefore do not impact on EBITDA. The
revenues and exgnses reflected in these lines items are subject to different tax rates, subject to which entity within the
Mercury Group recognised such revenues or expenses, as well as their nature. In calculating the total tax impact, the actual
rates applied are gplicable to each individual revenue and expense that was recognised under the line items pro forma
non-recurring/extraordinary net financial income and pro forma recurring/extraordinary operating costs.

(B) Represents the estimated effect on pro forifit for the year attributable to the owners of the parent for each of the other
adjustments to pro forma normalised EBITDA described above. Each adjustment is subject to different tax rates, subject to
which entity within the Mercury Group recognisedch revenues or expenses as, as well as their nature and each adjustment
ignores the impact of the 1.3% minority interest in Nexi Payments, the total effect of which is estimated to be less than
€ 1 mibion on such adjustments. The adjustment related apitalisation of ICT expenditures is based on the average annual
savings over the next five years (taking into account the offsetting depreciation charge). The adjustment to ICT and
procurement savings takes into account the equity interest in the paynpntessor with which the contract was
renegotiated.

(C) This figure represents the annualised adjustment of a tax optimisation benefit which was included in financial statements for
the twelve months ended 31 Decembeomi2047) OoadreefAiCE (s Aa ut a
the Italian government to support economic growth, and consists of a notional interest deduction.

Adjusted pro forma profit is defined as profit attributable to the owners of the parent for the twelve momttisde31
December 2017 after giving effect to the adjustments above. A number of assumptions have been made in order to
calculate these adjustments. These assumptions are inherently uncertain and subject to a wide variety of significant
business, economima competitive risks and uncertainties that could cause actual results to differ materially from those
assumed in the adjustments below. Management believe that these adjustments to profit attributable to the owners of
the parent are useful to investors @valuating operating performance and the ability of the Mercury Group to incur and
service its indebtedness. These ABIRS measures are not indicators of performance recognised under IFRS. These non
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IFRS measures are not necessarily comparable to thfernpeaince figures published by other companies and caution
should be exercised in comparing these HBR3neasures as reported here to ndRRS measures of other companies.

For mo r e i n fPoesemationi 0bFinancia and Other InformatioNonGAAPFinancial Informatioh i n t he
Listing Particulars which are available on the website (www.mercurybond.com).

6.6.4  Capacity to make distributions and other sources of funding available to Holdco

The following table provides an overview of the main factdrs i vi ng Hol dco’ s capacity tc
shareholders and other sources of funding potentially available to Holdco. Dividends indirectly received by Bondco from
the Mercury Group through t he Spon sling Gredit Fhalitydare expectedatd o n g
be Bondco’s principal source of Iliquidity and thus a ke

Twelve months to
31 December 2017

Ay € YA
Adjusted Pro forma Profitl) ..........ccceeeieeeeeiiiiieereeesiiseessesseesiessessesssssessessessssssessessessesssessesssssns 230.6
MINOTity @QUILY INTEIESTE) ......veiiie ettt ettt se e ete et e et e e s e e sraeenes (7.5)
TAX IBAKAGE) ... .eveveieiie ittt ettt a ettt stenae et naesreereenaas 0.9
Adjusted pro forma profit of the Mercury Group available to Sponsors’ HoldCos® ..................... 224.0
Additional liquidity available to Bondco and the Sponsors’ HoldCosS ........cccceeeeeeieieeeieeeeeeeeeeeeeeeeens 103.7
thereof: ReVoIVING CretRACIItYE) ...........ccviiiie ettt etee s ere e see e ete e sreeeere e 100.0
GKSNB2FY OFa&aK |G {LWYy.aA2NRQ..l.2L.RL2A..LY.R 3.7
Notional excess capital buffer available to HOIACO! ..........ccceeeeirreereeneirineeseeeseessesseeseeseessensees 144.4

(A) For the purposes of this notional analysis, adjusted pro forma profit is used as a proxy for annual praféswand that the
subsidiaries of the Mercury Group have (on both an individual and consolidated basis) sufficient distributable reserves,
measured for the period ended 31 December 2017.

(B) Refl ects the profit attri but ablder intespect ditbe aljiestmentsiabove Gr66.8tp" s m
arrive at the adjusted pro forma profit. A small number of the shares of Nexi and Nexi Payments are held by minority
shareholders and thus a corresponding percentage of the dividends paid by Nexidmo Hor further distribution to the
Sponsor s’ Hol dCos and Bondco wildl be paid to these minor.i
shares in Nexi held as treasury shares.

©) Represents estimated taxes levied on dividends paid froxi Rayments to Nexi and from Mercury Payments to Latino.

(D) This analysis of the adjusted pro forma profit attributable to Holdco and the Holdco liquidity for the period ended 31 Brecemb
2017 is notionalThe Revolving Credit Facility available to Bondcotahde Sponsor s’ Hol dCos remai n:¢
was paid on the Notes on the inter est CahdPyKnmeerest Dadeantinatio i n No

(E) Represents amounts available for drawing under the Revolving Credit Facility.

(F) Based on CET1 Capital and represents the calculation of H
31 December 2017, after giving effect to any tax leakage (as described in footnote (C) above).
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31 December 2017

(A y'milkong
CET1 Capital in excess of 14% CET1 CapItal. FALO. ........ocoiueieiieeeeiiie et 144.4
TAXIBAKAGER) ... .ottt ettt e et e et e et e e e e e e aab— e e e e bteeea—eeeeatbeeeaanaeeeabaeeearaeeaaaes -
Notional excess capital buffer available to HOIACO ................ccooiiiii e, 144.4

(A) Future dividends paid from Nexi to Holdco will not to be subject to withholding taxes. Holdco has olitaicégarance from
HMRC regarding the withholding tax on dividends from Nexi subject to annual renewal. However, there may be a tax impact
of any future dividends paid from Mercury Payments to Latino.

25



Mercury Bondco Plc
Annual Financial Report for the year ended 31 December 2017

Overview of Results

6.7 Financial Condition

The following table provilte an overview of the Mercury Group' s con
requirements and capital ratios at 31 December 2017.

The CET1 ratio reflects the full impact of the strategic M&A transactions and it is calculated, based on an adjusted
puc,ase price of Bassilichi Payments of €66.8 million an

31 December 2017

Ay € YAff
where stated

otherwise)
Own funds
Common EQUItY TIEr L (CETL)...uuueiiiiiiieiie ittt ettt et e e e e inreeas 794.2
LIS g =T o1 = | O PP PP P PP PUPPPPPP 794.2
L] 2 =T o] = | O PP PP P PP PUPPPPPPI 0.4
Total OWN FUNAS ..ccoviiiiieiiiiiiiiiineeetninrssneeee st ssssse s s s s s s snnssessssssssssnnssassssssssssnnnnansssses 794.7
Capital Requirements
Credit and COUNLEIPAITY FISK .....coiuuiiieiiiiie ettt 182.7
= T = ] G PSSO 1.4
OPEIALIONEAI FISK .....eteeeee ittt e e e s bt e e e e s sabb e e e e s sbbneeaeaes 179.2
Total prudential reqUIreMENtS ........ccceeeieiiiiiiiiiieieeeeeeeeeeeeeeeeeeeeeereeeeeeeeeeeseseesssssssesssssssssssssssnnns 363.4
RiskWeighted Assets and capital ratios
RISKWEIGNTEA @SSELS ... .. et r e e e e e e e e s st e anneeeaeeeeeeeannns 4,542.3
(O = I o= To ] r= L 2= 1 (o PO PPPO 17.5%
L= =T o1 = LN = (o PP PP PPPPO 17.5%
Total capital ratio ......ccceeiiiiiiiiiiiiiiiiiiiieerrrrrrrerrrrre e a s aae 17.5%
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6.8 Non-financial key performance indicators

6.8.1 Non-financial key performance indicators by segment

The following table provides an overview of the Aimancial key performance indicators for the Mercury Group as of
and for the years ended 31 December 2017 and 2016.

Year ended 31

December
2017 2016 change % change
Nexi Payments reporting segment®
Number of managed cards® 0.0..0.)......cccceeriiiiiiiiriiie, 27,969 27,034 935 3.5%
(D= o] oF= Vo LTRSS 11,717 11,672 45 0.4%
L3S UT ] o RO PPERRRR 16,253 15,362 891 5.8%
Charge Cards........ccooueiiiiiiee ettt e e e e e naane s 9,594 9,541 54 0.6%
Prepaid Cards...........coiiiiiiiiiiiie e 6,291 5,424 867 16.0%
Credit CardS.......cocveiirieeee e s 367 397 (30) (7.6%)
Value of card transactionS € M )........cccveevveiereveeieeecee e see s 85,976 81,096 4,880 6.0%
L3S0 oo PRSI 30,219 28,848 1,371 4.8%
ACGUIFING. ceeeitee ettt ee e e e e e e e e e e s s ereaaaeeeens 55,757 52,248 3,509 6.7%
Number of managed transactioig)® ............c.ccevvevierierieveseeeenns 2,841 2,656 184 6.9%
(B L= o] | A o= 1o [T 1,225 1,199 26 2.2%
L3S 0] oo PRSI 634 569 65 11.4%
Yoo 18] ] o PP PPR PR 982 888 94 10.5%
Number of managed POS.............oo e 571,957 543,535 28,422 5.2%
Number of managed ATMS. ... 9,242 9,291 (49) (0.5%)
Payments reporting segment™®
Number of banking payment transactiof@®)® ............ccccoevveveveeennene 587 550 37 6.7%
Number of clearing transactiofB)® .........ccccccvvevveeieeeviee e 915 869 46 5.3%
Number of ebanking workstations................ccoovvviiiiiiiiiciiccein e, 263,331 261,455 1,876 0.7%
Securities Services reporting segment®
Depositary bank-amount of assets in custody € @ ).........c............ 63,142 59,456 3,686 6.2%
Global custody-amount of assets in custody € @ ).........cc.cceveeuenene 121,304 123,453 (2,149) (1.7%)
Value of brokerage negotiation € m)...........ccccooeviviiiiienicccennn, 46,413 38,556 7,857 20.4%

(1) The figures presented below are subject to variation from period to period, including due to seasonality and acquistians. t he s e cKeyFactss ent i t | ed
Affecting Results of Operations and Financial Conditiora Rigk Fdctons Risks Related toDBusiness of t he Listing Particul ars.

(2) Adggregates credit, charge and prepaid cards managed under the licensing model only. See the sedtion®ur Budineds Our Servicas Card Issuing
Licensing (Card Issuifig) of t he Listing Particul ars.

(3) Aggregatesiebi t, credit, charge and prepaid cards manage dOuuBusinessOur $ervicassCamdensi ng or
Issuing  a @ud BuSiness Our Servicas Merchant Acquiringand POS of t he Listing Particulars.

(4) Clearing tranactions includes certain banking payment transactions.

(5) Global custody-Amount of Assets in custody includes most of the assets comprised in Depositary-Baokint of Assets in custody.

27



Mercury Bondco Plc
Annual Financial Report for the year ended 31 December 2017

Overview of Results

Year ended 31
December

2017 2016 change % change

Bassilichi Payments reporting segment @

Number of managed POS...........coiiiiiiiiiieee e 318,111 300,317 17,794 5.9%
Number of managed ATMS......cooiiiiiiiiiiiee e 4,804 5,299 (495) (9.3%)
Number of ebanking workstations..............ccccccviiiireeeee e, 255,799 262,527 (6,728) (2.6%)

Mercury Payments reporting segment ()

Number of managed cards‘ 0.0..0.).....ccccovimiieeeeeeeeiiiiiiieeeeeee, 16,243 14,934 1,309 8.8%
DEDIt CArUS. ..ot 10,973 9,958 1,015 10.2%
Charge CardS.......uuueeiiiiee i e e e e e e e e e e nneeeee s 2,321 2,139 182 8.5%
Prepaid Cards.........ooo i 2,949 2,837 112 3.9%
Value of card transactionS € M).......ccccceevvveviiieece e 1,605 1,411 194 13.8%
ISSUINGL -ttt ettt e et e e e e e e e e e s bbb r e e e e e aaeeas 585 536 49 9.1%
ACGUITING ettt e e e e r e e e e e e e e e e naerees 1,020 874 146 16.7%
Number of managed POS.............ooorrrcccci e, 475,717 425,800 49,917 11.7%
Number of managed ATMS.......coooiiiiiiiiieee e 7,125 6,649 476 7.2%
1) The figures presented above are subject to variation from period to period, including deasonality and acquisitonS.e e t he s e ctKeyphRadorsent i t | e
Affecting Results of Operations and Financial Conditiora Rigk Fdctons Risks Related to Our Businessof t he Li sting Particul ars.
2) Adggregates credit, charge and prepaid cards managelér the licensing model only. See the secon t i ®ur Budineds Our Servicas Card Issuing

Licensing (Card Issuifig) of t he Listing Particul ars.
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6.8.2  Definition of non-financial key performance indicators
Nexi Payments, Bassilichi Payments and Mercury Payments
Number of Managed Cards

Number of managed cards measures the stock of payment cards (including debit, charge, prepaid and credit cards) that
is managed at the end of a particular period. This performance measure is monitored because tharbpérating

revenue that is generated in the Card Issuing Business is driven by fixed annual fees per payment card, such that the stock
of managed cards impacts the operating revenue. In addition, fluctuations in the number of the managed cards drives
part of the operating costs which relate to production costs, delivery costs and IT processing.

Value of Card Transactions

Value of card transactions measures the aggregate value of payment card transactions that are executed in the issuing
and acquiring ad POS Businesses, respectively, during a particular period. This performance indicator is tracked because
percentage fees are charged in these businesses that are based on the value of each transaction. Fluctuations in the
aggregate value of card transamtis therefore impact the operating revenue. Furthermore, the magnitude of the credit
losses and cases of fraud typically correlates with the aggregate value of card transactions that are managed.

Number of Managed Transactions

This performance indicator nasures the aggregate number of payment card transactions that are executed in the Card
Issuing and Merchant Acquiring and POS Businesses, respectively, during a particular period. This performance indicator
is reviewed because part of the operating revemgmerated in these businesses is driven by flat fees for each transaction
managed. Variation in the number of managed transactions therefore affects the operating revenue. Additionally, this
performance indicator is tracked because the number of managausactions drives certain operating costs including

costs related to IT processing and account statement production.

Number of Managed POS

Managed POS tracks the aggregate number of POS that are managed in the Merchant Acquiring and POS Business at the
end of a particular period. This performance indicator is monitored because a fixed monthly management fee is typically
received for each POS that is managed. As a result, fluctuations in the number of managed POS influence the operating
revenue. In additionthe number of managed POS drives certain operating costs such as costs related to maintenance
and technical customer care.

Number of Managed ATMs

This performance indicator measures the aggregate number of Afidllsare managed in the ATM Management
bushesses at the end of a particular period. This performance indicator is monitored because a fixed fee is typically
received for each ATM that is managed, such that fluctuations in the number of managedmdads the operating
revenue. In addition, the maber of managed ATMdrives certain operating costs such as costs related to maintenance
and technical customer care.

Number of EBanking Workstations

This performance indicator measures the number of clients in the digital corporate banking businegéthinithe
Payments reporting segment. Monitoring the number dfanking workstations helps to track the number of customers
which impacts the operating revenue generated by this business unit. This performance measure is also monitored
because part of th operating costs (such as facility management and maintenance) are impacted by the number of
workstations.
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Payments
Number of Banking Payment Transactions

This performance indicator measures the aggregate value of banking payment transactions exetiudolinking and

clearing services business unit, which is part of the Payments reporting segment, during a particular period. This
performance indicator is monitored because a fixed fee is typically charged for each banking payment transaction
executed ad thus the total number of transactions drives the operating revenue generated by this business unit. The
number of banking payment transactions is also tracked because part of the operating costs (such as costs related to IT
processing and check proceasg) correlate with the number of these transactions.

Number of Clearing Transactions

This performance indicator measures the aggregate value of clearing transactions executed in the banking and clearing
services business unit, which forms part of the Pagtmeeporting segment, during a particular period. The Nexi Group
track this performance indicator because a fixed fee is typically charged for each clearing transaction executed and thus
the total number of transactions drives the operating revenue geteetdy this business unit. In addition, the number

of transactions drives certain operating costs such as IT processing costs.

Number of EBanking Workstations

This performance indicator measures the number of clients in the digital corporate bablgiigess unit within the
Payments reporting segment. Monitoring the number dfanking workstations helps to track the number of customers
which impacts the operating revenue generated by this business unit. This performance measure is also monitored
because part of the operating costs (such as facility management and maintenance) are impacted by the number of
workstations.

Securities Services
Depositary Bark Amount of Assets in Custody

This performance indicator measures the total assets in custody lydliebdepositary bank services business unit, which
forms part of the Securities Services reporting segment, at the end of a particular period. Since fees are charged partly
based on the assets that are held in deposit for a customer, fluctuations inssetsain custody impact the operating
revenue generated in this business unit. This performance measure is also relevant because part of the operating costs
(such as costs related to IT processing) correlate with the amount of assets in custody.

Global Cusdyt Amount of Assets in Custody

This performance indicator measures the total assets in custody held by the global custody business unit, which forms
part of the Securities Services reporting segment, at the end of a particular period. Since fees geel gzatly based

on the size of the assets held in custody for a customer, fluctuations in the assets in custody affect the operating revenue
generated in this business unit. Additionally, part of the operating costs (such as costs related to IT provesswges

and other professional news services) are directly related to the amount of assets in custody.

Value of Brokerage Negotiation

This performance indicator measures the aggregate value of the transactions that are negotiated as brokers for
customes in the investment services business unit within the Securities Services reporting segment. Since the brokerage
fees are mainly based on the value of the transaction negotiated this measure provides insight into drivers of the
operating revenue generated this business unit. The aggregate value of brokerage negotiations also drives costs related
to market access, commercial agents, brokers and IT processing.
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6.9 Cash/PIK Interest Determination

As of the most recent Determination Date (in respect of the interest period commencing on 13 and 31 November 2017
and ending on 12 and 30 May 2018), Cash Available for Debt Service was determined to be at least equal to 100% of the
amount of Cash Intereshat would be due on 12 and 30 May 2018. As a result, the entirety of the interest payment due

on 12 and 30 May 2018 will be made in cash.

6.10 Future developments and Key Subsequent Events

6.10.1. Filing with Bank of Italy

On 31 January 2018, Nexi filad application with the Bank of Italy to execute a corporate reorganisation of its group.
Approval to execute the reorganisation was received on 27 April 2018. As a part of the reorganisation, Nexi will retain its
securities services and banking transaet settlement activities which require a banking licence, while other payment
activities and the subsidiaries of the group focused on payments, specifically Nexi Payments and other companies of the
Nexi Group carrying out payments or services ancillasretto, will be separated from Nexi and combined in a
restructured group with Mercury Payments Services under Latino. In connection with the reorganisation, Nexi Group will
most likely be renamed. The reorganisation is expected to be completed by sumnger 201

In connection with the reorganisation, Equinova UK Holdco Limited was established on 22 January 2018 as a wholly
owned subsidiary of Holdco. If the reorganisation occurs, there will be a transfer of the interest held by Holdco in Equinova
to the Sponsas to be realised through a reduction of capital
in Equinova. The Sponsors will simultaneously make a distribution in kind of Nexi shares with a capital increase in
Equinova. Equinova will be tHeolding company of the remaining Nexi Group and therefore head of the new CET1
perimeter.
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7 MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of financial condition and results of operations are based on the pro forma financial
information of the Mercury Group, which is extracted and aggregated from the audited consolidated financial statements
of Holdco, ad Nexi Group and audited financial statements of Mercury Payments for the year ended 31 December 2017.
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7.1 Economic and market trends

Global economy

In 2017, the growth rate of the world economy accelerated to 3.2%, from 2.5% in 2016, thanks to the reawakening of
investments, which benefited from the recovery in profits dramn the persistent expansion of monetary policies. In
particular, in the United States, GDP grew by 2.3% (vs. 1.5% in the previous year), with a positive return on investments
(from -0.6% to 4.7%) made possible from the recovery of profits after thentraction reported in the previous year

while consumption maintained the same pace of 2016 (2.7%). In Japan, GDP grew by 1.8% (vs. 0.9%), driven both by
investments (from 0.6% to 3.0%$timulated by the decisive surge in profitand by consumption dm 0.1% to 1.2%).

In the Eurozone, GDP growth rose to 2.4% (from 1.8%), thanks to the recovery in investments (from 3.6% to 4.4%) and
exports (from 2.8% to 5.0%), while consumption slowed slightly (from 2.0% to 1.9%). Higher growth allowed
unemployment raées to drop significantly, decreasing from 4.7% to 4.1% in the US, from 3.1% to 2.8% in Japan and from
9.7% to 8.7% in the Eurozone.

Inflation at the global level rose by one percentage point to 3.4%, reflecting the rise in raw material prices. Specificall
the change in consumer prices increased from 1.3% to 2.1% in the United Stated).ftétrto 0.5% in Japan and from

0.2% to 1.5% in the Eurozone. Net of the most volatile energy and food prices, it has fallen from 2.2% to 1.8% in the US
and from 0.4%d -0.1% in Japan, while it has slightly risen from 0.9% to 1i6%e Eurozone.

Italian Economy

Italy has benefited from an upturn of the world economy, with GDP growing by 1.5% (vs. 0.9% in 2016), although
a large gap persists with the rest of tlirozone. The recovery was driven by exports (whose pace rose from
2.4% to 5.2%) and by investments (from 2.8% to 3.4%), while consumption growth remained stable (at 1.5%).
The labour market benefited from the recovery, with the unemployment rate dropppy@ne percentage point

to 10.8%.

Inflation rose to 1.2% (vs0.1%), due to the increase in raw material prices. On the other hand, net of the most
volatile components, it fell to 0.5% (vs. 0.7%), against a wage trend that remained stable at moder&ddeve
0.6%).

Reference Markets
The following section provides some information about the markets in which the Nexi Group operates
EMoney

Inthe Italian market of Electronic Money, cash still plays the dominant role. In 2016, 95 transactions per capita
were executed with norcash instruments, compared to 215 of the Eurozone (Bank of Italy elaboration on ECB,
BRI and Poste Italiane sources)

The payment card industry is going through a phase of development, characterized by the growth of all types of
produds, but which relies mainly on debt and prepaid products.

During2016> the market for POS enabled debit card grew: both in terms of number of cards (+6.8%) and use
(volumes +11.8%, transactions +13.6%). Prepaid products slowed the decisive expansion of recent years, in
particular due to the number of cards in circulation (#%), while volumes (18.5%) and transactions (+23.5%)
remain robust. Credit cards increased as a number (+0.3%), but the active ones fell by 2.2%; the use of these
cards increased (volumes +5.9%, transactions +9.8%).

2{ 2d2NDS .+ yOlF RQLGEEAL
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The Nexi estimates for the market in 2D see international volumes (VISA + MasterCard) up by 12.6%, with a
significant, growing contribution from prepaid and international debit cards, whose POS volumes have increased
by 24.2%; in particular, prepaid by 17.5%, international debt by 30.6%itGnedeased by 6.3%: the Classic
segment by 6.2%, Commercial by 7.3%, Premium by 5.4%.

As for the revolving segment, there was an incréasfe+8.4% in volumes financed through revolving credit cards
in 2017.

Payment systems

Globally and in the Eurozonthe trend in the use of alternative cash instruments is growing rapidly: between

2005 and 2015, in the Eurozone, transactions rose from 166 to 215 (2.9% on average per year). The use of cards,
which are more directly compared to cash at points of sales imareased considerably: in the same period, the
percentage of cards on total transactions with alternative means to cash increased from 30.1 to 43.7 %.

In the international comparison, Italy is characterized by a low number of transactions with insttarogrer

than cash: in 2015, 88 transactions per capita in Italy compared to an average figure of 215 in the Eurozone.
However, the use of these instruments in Italy shows high growth: on average, in the perioe2RQ52

payment card transactions [in Itglincreased by 14.7%compared to 7.7% [in the Eurozone].

In the next few years, globally, the affirmation of digital paymentpégments and mobile payments) is

expected. It is estimated that-gpayments will grow at an average annual rate of 17.6% andilmgayments by

21.8% from 2012019, driven by the adoption of the Instant Payments and the strong growth that will be
recorded in emerging markets. Attention is focused in particular on Instant Payments, increasingly considered by
the Observatories to bene of the main phenomena in the "war on cash".

Specifically, in Europe and in Italy, the Payment Service Providers (PSP) and the European ACHs are creating
products and services that will take advantage of the new infrastructure for the managementailf payments

in "instant" mode, adopting as much as possible to the current SEPA schemes. The European Central Bank will
activate a parEuropean "Instant" tool (TIPS) at the end of 2018. In light of this complex scenario, it is worth
pointing out that, ashas already happened for SEPA, the success of these initiatives will be determined by the
ability of the European System to activate, in advance, robust and efficient mechanisms of interoperability
among the qualified operators, desired and urged by theopean Legislator.

The digital revolution will inevitably also reflect on BRIBe payment processes, where companies will be able to
considerably improve their management processes in the "financial" and "supply" segments and encourage the
evolution of their business also through new and innovative procedures of collection and payment.

It should be noted that the strengthening of electronic invoicing and Instant payments is one of the main areas
of efficiency improvement for companies.

The complex Europearegulatory framework aimed at standardizing payment processes, mitigating risks,
expanding competition and general system innovation is having a significant influence on the operating and
business models of Payment Service Providers (PSP) and, more I§grstekeholders interested in the subject.

In particular, the new Directive (EU) 2015/2366-¢sdled PSD 2) on retail payments that should be implemented
by each Member State by 2018, expanding the issues of the previous regulatory provision (PSB}thepen

3 Source Assofin
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payment services market also to new nbank subjects, sealled TPP (Third Part Payment), with which, as
already mentioned, the European banking industry will also need to face.

It is clear that, in the coming years, there will be a tendenchdomonize, in terms of regulation and
collaboration, the needs and activities of bank PSPs and thosaltéed TPP/FinTechs, in order to provide
customers with better and cheaper products.

It should be noted that the CBI Consortium, the ABI issuing bodthBomanagement of payment systems

between companies, is implementing a system interbank gateway, with which the participating banks will be

able to provide the TPP with the basic services required by PSD2. To create this gateway, Nexi has been selected
by the CBI Consortium as a reference provider through a call for tenders.

Individual Managed Portfolios

Total assets under management (AuM) of the Italian asset management industry reached about Euro 2,300
billion in the third quarter of 2017.

The evolutiorary scenarios of the coming years foresee a continuation of growth with the possibility of reaching
Euro 2,900 billion in AuM by 2020, with an average annual growth of 8%.

The main driver behind the growth assumptions of Asset Management in Italy is lgjvére expectation of the

growth in the wealth investment level in savings products in order to align Italy with the European average. In
2016, the AuM value of the Italian sector was equal to 70% of GDP, against 132% of the European average. The
percentag of the financial wealth of Italian households invested in asset management products was 31% in
2016, with a strong increase compared to 22% in 2008 but still far from the European average of 44%.

The progressive approach of Italian indicators to the agers of the other European countries will lead to the
growth of the industry, regardless of cyclical factors such as the performance of stock market indices.

Among the savings products, Pension Funds will have a particular boost, for which a growth dharo8% per
year and higher than the market average is expected. Oprt pension funds will be incentivized both by the
specific tax regime and by the uncertainties related to public pension schemes.

Within the mutual funds, the progressive increase bétmarket share of Foreign Law and Roundtrip funds is
confirmed, whose share in the market for mutual funds in Italy is estimated to be higher than 70% in the coming
years. Among the growth drivers, we must certainly consider the emergence of ETFs, lguoretite market

only as funds under foreign law.
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7.2 Reportable segments

The Mercury Group divides its operations into seven reporting business segments, which are spread across two
subsidiary groups:

The Nexi Group’' s segments compr i se BR@SeiviceB 8assiliehnPRaygnentsP a y me
and Other Nexi Group Activities. The Nexi Payments reporting segment consists of the results of Nexi Fapments

and Help Lin&.p.A., both of which are subsidiaries of Nexi. Activities of the Payments, SecuritieesSand Other

Group Activities reporting segments are undertaken directly by Nexi. The BPO Services reporting segment consists of

the results from Oasi Diagram, which is a subsidiary of Nexi. The Bassilichi Payments reporting segment consists of the
resuts from Bassilichi Payments, which is a fully owned subsidiary of Nexi. Nexi also holds minority interests in business
partners that are of strategic relevance to the core businesses. The minority interests include a 25% equity interest in
Hi-Mtf S.I.M.Sp.A. and a 24% equity interest in Unione FiduciSraA.

The Latino Group’s segment comprises Mercury Payments.
Nexi Payments

The Nexi Payments reporting segment comprises Nexi Payments and Help Liheiaimdegrated activities, including
(i) all financial and operating services relating to the issue and acceptance of payment cards and related management
services and (ithe management of payment card terminals (POS and ATMS).

Payments

The Payments morting segment is an operating division of Nexi which carries oba(iking payment services and
related backoffice services for banks, companies and government bodiesitéibank payment systems for
companies and government bodies and related ngeraent services and digital corporate banking andi(il) and
computerbased services relating to payment systems.

Securities Services

The Securities Services reporting segment is an operating division of Nexi and inclsel@gifies custody and
administration services, (ifund services and (iiinvestment and investmentelated services for qualified parties and
professional customers.

BPO Services

The BPO Services reporting segment comprises all activities performed by the Oasi subsidiaigciubielfi)ICT
systems for supervisory reporting and management systemangiimoney laundering, safety and internal control
systems and (iijlevelopment and provision of training courses.

Bassilichi Payments

The Bassilichi reporting segment compsisdl activities performed by the Bassilichi Payments subsidiary, which include
(i) POS management services to merchants, ii) ATM management, business process outsourcing (BPO) and other
services to financial institutions; iii) digital banking servicesoiporates (CBI Gateway).

Other Nexi Group Activities

The other Nexi Group Activities reporting segment relates to several Group management and treasury functions,
including (i)credit and financial activities (including intragroup funding) for the otle@orting segments, (iproperty
management in respect of owned property, (iiyestment management in respect of owned equity investments,
(iv) Group management and coordination and ¢tf)er activities of the consolidated companies.
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Mercury Payments

The Mercury Payments reporting segment comprises major card issuing and acquiring and POS processing and servicing
capabilities, and benefits from servicing the credit, debit and prepaid card issuing needs of Intesa Sanpaolo Group, one

of the largest bankig groups in Italy. In addition, Mercury Payments has a proprietary payment processing platform

that serves the Intesa Sanpaolo Group’s merchant acquir
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7.3 Key Factors Affecting Results of Operations and Financial Condition

Factors affecting the results of operations and financial conditictude the following:
Factors Affecting the Nexi Payments Reporting Segment

Card Payment Volumes in Italy

Nexi Payments generates operating revenue from fees. Some of these fees are based on the value and number of the
transactions Nexi Payments executests capacity as card issuer and merchant acquirer, respectively. These
transactiondriven fees include (Percentage fees that are equal to a fraction of the value of each transaction Nexi
Payments executes and ffidt fees that are charged per traastion and are independent of the size of the transaction.

As a result, operating revenue in these businesses fluctuates in line with the overall number and size of card payment
transactions executed in Italy (card payment volume), the percentage of th@seactions that Nexi executes (market
share) and the level of its fees.

Italian card payment volumes primarily depend on consumer spending and card penetration in the Italian market.
Consumer spending is correlated with GDP growth and the level of general economic activity in Italy and, in recent
years, has been adversely affed by the challenging economic conditions in Italy. The Nexi Group believe that an
increase in GDP growth in Italy would be likely to lead to increased consumer spending, thereby also positively
impacting Italian card payment volumes.

Italian card paymet volumes are also affected by a number of other factors. These include a government and
regulatory emphasis on digital payments which has the effect of increasing tax receipts and limiting the scope of the
shadow economy, since digital payments are releak, generate receipts and leave an electronic footprint. In addition,
the potential future growth in eCommerce and mobile wallets, which typically involve cashless payment, as well as a
generational shift in preferred payment types (with younger generatimore likely to use payment cards than older
generations) are driving increased penetration of payment card use and card payment volumes in Italy.

Revenue is affected by movements in market share and competition in these industries is intense. ThrelNexi G

primarily competes on the basis of technology, speed and performance, quality and reliability, brand, reputation and
customer service. I n addition, it is believed that Nexi
to changes itechnology or consumer payment preferences.

Number of Payment Cards, POS and ATMs

Nexi Payments also generates fees based on the number of managed payment cards, POS and ATMs. The level of fees
Nexi Payments generates for each managed payment card depenttie tier (classic, gold, platinum, black or

commercial) and the type (credit, charge, debit, prepaid or store) of the payment card. In the case of prepaid cards, a
fee becomes payable upon every recharge of the card, in addition to fees charged wgbotnaesaction as with other

payment cards. In the case of POS terminals, Nexi Payments charges its customers a monthly POS management fee.
POS management fees also depend on the scale of the merchant customer. Nexi Payments benefits from an attractive
cugomer mix skewed toward SME merchants who are consideredragiie customers. It is believed that Nexi
Paymentsiswelp osi ti oned as the key partner of virtually all ¢
for its merchant acquiring anBOS services) to access the higldgmented SME segment in Italy. Nexi Payments also
manages ATMs for which it typically receives a fixed fee per managed ATM, such that fluctuations in the number of
managed ATMs i mpact Nexi Payments’' operating revenue.

Additionally, due to different fee | evels between payme
merchant acquiring activities is driven by the mix of payment cards used in the Italian economy. Charge and credit cards
are not only used moreften than prepaid cards, but also attract a higher fee income per card than for debit and

prepaid cards (in part due to the services Nexi Payments typically provides in respect of charge and credit cards).

38



Mercury Bondco Plc
Annual Financial Report for the year ended 31 December 2017

Management’s Discussion and Analysis of Financial Condition and Results of Operations — Key
Factors Affecting the Results of Operations and Financial Condition

Mix of Services Provided for Card Issuing aedchbint Acquiring

Results in the Nexi Payments operating segment are affected by the types of services the Nexi Group provides to
partner banks. For the card issuing and merchant acquiring businesses, Nexi Payments provides services to partner
banks undethree different service models: traditional licensing, licensing associate and servicing. Nexi Payments
operates also directly on the market, without any involvement by banks (direct issuing and acquiring). As Nexi
Payments undertakes more of the functiooiscard issuing and merchant acquiring under the traditional licensing

model and the licensing associate model, it is generally able to generate higher margins under these models than under
the servicing model. In the licensing model Nexi Payments calmest the total value chain of issuing and acquiring
business; in the servicing model only a part of the value chain is covered, on the basis of partner banks choices. For this
reason, the results of the Nexi Payments operating segment depend not otigammlumes of cards and transactions,

but also on the proportion of services in card issuing and merchant acquiring constituting higher margin licensing
activities.

Factors Affecting the Payments Operating Segment

Results in the Payments operating segmarg affected by a range of factors that depend on the relevant business

carried out by the Payments operating segment (whether banking and clearing services or digital corporate banking), as
well as by the number of transactions undertaken by the Paymepésating segment, which is related to the overall

level of financial activity in Italy. The results of the banking and clearing services business unit depend on the number of
payments, clearing and other transactions it processes and the average femaorission charged per transaction. The

fees and commissions charged per transaction are affected by competition and the complexity of services offered. The
results of the digital corporate banking business unit are affected by the number of bank andaterplants served,

which is measured on the basbhanlbifng hwoklgyt pteirdms manakedi
this business unit are driven by the average fee or commission charged for each workstation.

Factors Affecting the Nexi Group’s Securities Services Operating Segment

Results in the Securities Services operating segment are primarily impacted by the amount of assets the Nexi Group
holds in custody, the types of assets in custody, the fees charged for holding theserassistedy, the fees for other

services Nexi provides, the mix between custody and settlement, depository bank, transfer agent and NAV calculation
services provided as well as by the internal transfer pricing for surplus liquidity provided by the Se&itieces

operating segment to the Other Group Activities operating segment. Results in this operating segment are also

i mpacted by fees generated by the investment services f
segment. Theamount@s sets in custody depends on the Nexi Group’
new customers and to generate additional business with existing customers. The Nexi Group charges fees and
commissions to customers on the basis of market réesed on the type of assets held and services and transactions
undertaken by the Securities Services operating segment. The net interest income generated from surplus liquidity in

the Securities Services operating segment is affected by the amount dfisuiquidity generated from customer

deposits and operational balances, which mainly relates to the volume of assets under custody, the cost of such

liquidity and the internal transfer price assigned to these sources of liquidity.

Factors Affecting the BPO Services Operating Segment

Results in the BPO Services Business are driven by increasing regulation and regulatory complexity, as well as the
attractiveness of the Nexi Group’'s service offang.i ng to
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Factors Affecting the Bassilichi Payments Operating Segment

Bassilichi Payments’'s results of operations for POS mar
those that influence the Italian payments industry as a whole.

The resuts of the digital corporate banking business unit are affected by the number of bank and corporate clients
served, which is measured on thbahksng wbrkbeakepnpbtr
results of this business unit adgiven by the average fee or commission charged for each workstation.

Besides, the segment’s overall performance reflects t he
BMPS related to POS, ATM and CBI Gateway services.

Factors Affecting the Other Nexi Group Activities Operating Segment

The Other Nexi Group Activities operating segment provides several group management and treasury functions. Most
importantly, it provides credit and financial activities (including intragroup funding) foother operating segments. It

receives surplus liquidity generated in the Payments and Securities Services Businesses, which it utilises to fund Nexi
Payments’ customer receivables, to make investherNexits (pr
Group’s overall l'iquidity. Nex i Payment s’ customer r ece
makes a purchase using its payment card and the time the outstanding balance on its account statement is settled,

which usually ocas on a monthly basis. The Other Nexi Group Activities operating segment generates revenue from

the interest charged to Nexi Payments for funding Nexi
investments; to the extent such revenue exceeds tramsfer pricing rates payable to the Payments and Securities

Services operating segments, it retains a positive net interest margin. The net interest income from its funding and
investment activities accounts for substantially all of the Other NexiGraupA vi t i es operating seg!
revenue.

When providing surplus liquidity to Nexi Payments, the Other Nexi Group Activities operating segment charges Nexi

Payments an interest rate deter mi ned o nualityhNMexi Bayments, inof me
turn, uses the liquidity provided to fund its customer ¢
through to its customers and partner banks the funding

operating segment.

In addition to treasury services, the Other Nexi Group Activities operating segment carriespoopéijty management

in respect of the Neixnvegtomernts mavma e meretr tiyn r(espect of
(including Nexi Payments, Help Line, Oasi and minority investmentgydii) management and coordination and

(iviot her activities of the Nexi Group’s consolidated com
audit, marketing, humamesources, legal and similar services) are invoiced to the relevant operating segments, while
expenses relating to group management and treasury activities (mainly including personnel expenses) are allocated to

the Other Nexi Group Activities operatinggeeent.

Factors Affecting the Mercury Payments Operating Segment

Mercury Payments’s results of operations are impacted
payments industry as a whole. Such factors primarily include the nuarrolume of digital payments in the Italian

market, the fee levels of payment cards, as well as the number of card, POS and ATMs of Intesa Sanpaolo, and
movements in each market participant’s mar kcedtbythtehar e. Tt
regulatory environment, including the Interchange Fees Regulation as well as seasonality in card spending and
relationships with banksFor a description of the industry and market factors that affect Mercury Payments issuing
processing, acquing and POS processing and servicing and ATM management activities, see the corresponding

discussion of key factors influencing the Nexi Payments operating segment above.
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Factors Potentially Affecting All of the Group’s Operating Segments
Intragroup Fundig

The Payments and Securities Services operating segments generate a significant amount of surplus liquidity. Its Other
Group Activities operating segment draws on that surplus liquidity in part to pass it on to Nexi Payments to fund Nexi
Payment s’'r eccuesitvoanbelres and in part to manage the Nexi Gr o
The Nexi Group’'s funding reqguirements vary as a functi c
Payments card issuing and merchant aicipg businesses generating higher funding requirements than the Nexi

Group’' s servicing agreements do.

Regulation

The Nexi Group is a regulated Italian payments banking group that is subject to oversight by the Bank of Italy and the
European Central Barand, as a result, is required to comply with an extensive set of laws, rules and regulations.
Changes in | aws and regulations, or the manner i n whict
results of operations and prospects.

The Nexi Gyup holds banking licenses for the businesses in the Payments, Securities Services and Other Nexi Group
Activities operating segments, which creates additional barriers to entry, as these licenses are costly and require
adherence to certain ongoing requireents. Failure to comply with regulatory and licensing requirements may result in
monetary fines and other adverse consequences.

Management believe growth in the Nexi Payments operating segment has been driven by a changing regulatory
environment that emphsises nortashbased payments. For example, with the Stability Act 2017, the Italian

government made the option of card payment mandatory for all payments to merchants and professionals (except in
case of technical impossibility) and has introduced lagiash which, if implemented, will provide tax breaks for

consumers on payment card purchases and for merchants on payment systems upgrades (such as buying or upgrading
POS terminals), and which incentivises the useiaf/eicing for certain sectors sucB eetailers, grocery stores,

vending machines and the seffmp |l oyed. The I talian government has al so

Regulatory activity also impacts the businesses of the Mercury Group in other ways. For example, isayeneof p

cards will be generally impacted by the forthcoming interchange regulation, which will impose a cap on the interchange
fees which card issuers and card scheme operators charge merchants in payment card transactions. By contrast, the
Mercury Group bkeves that the new regulation may have a positive effect for merchants, as their interchange fees will
decrease.

Capital Requirements

The Mercury Group is subject to regulatory capital requirements. These regulatory capital requirements require the
Mercury Group to maintain certain minimum amounts of 14% of CET1 capitall Tapital and Tie2 Capital.

Compliance with these capital requirements is monitored on the basis of capital ratios (including the CET1 capital ratio,
Tier1 capital ratio and Totalapital ratio) that track the amounts of the aforementioned capital components as a
percentage of weighted exposure to each of the relevant risks.
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Set forth below is an overview of own funds and capital requirements as at 31 December 2017.

Own Funds

A. Common Equity Tier 1 (CET1) before application of prudential filters ....................ccovvviiiiininnnn,
including CET 1 instruments covered by the transitional measures...........cccccceeeveeviiveeeee e,
B. CET1 prudential filters (+/-)
C. CET1 including the elements to be deducted and the effects of the transitional regime (A+/-B) ....
D. Elements to be deducted from CETL ............coiiiiiiiiiiiiiiiee ettt e e e e eane s
E. Transitional regime - Impact on CET1 (+/-)
F. Total Common Equity Tier 1 (Common Equity Tier 1 - CET1) (C-D+/-E) ...cccccviivriiiiiiiiiieeeeeens
G. Additional Tier 1 (AT1) gross of elements to be deducted and the effects of the transitional
including AT1 instruments covered by the transitional MEASU.............cccceevvvieeiiiiie e,
H. Elements to be deducted from AT1 .........coooiiiiiiiiiiiii e e e e e
I. Transitional regime - IMPact 0N ATL (#/-) ..ooiuiiiiiiii e e e nnareeaa e an
L. Total Additional Tier 1 (ATL) (G-H +/-1) ....vvvrririeieieieiiiiiiiieeeeeeeeee ettt ee e e e e e e e e e e e e e e aeaaaeas
M. Tier 2 (T2) including the elements to be deducted and the effects of the transitional regime .......
including T2 instruments covered by the transitional MeaSUres..........cccoccvvvereeee e
N. Elements to be deducted from T2 ..o
0. Transitional regime - IMpPact ON T2 (+/-) coooviiiiiiiiiiii
P. Total Tier 2 (T2) (IM-N+/-0) ....ooiiiiiiiiiiiiiiee ettt e e e et e e e e e et bea e e e e e e ssbbeeeaeeeasnstbereeaaeeesnsneees
Q. Total oWn fUNds (F+ L+ P) oo bbb nenenene

Unweighted amounts
31 December 2017

31 December 2017

(in Euros)

3,436,383

3,436,383
(2,634,664)
(7,496)
794,223

(144)
587
443

794,666

Weighted amounts
31 December 2017

(in Euros)

(in Euros)

A. EXPOSURES
A.1 Credit and counterparty risk

1. 1. Standardised method...........ccccooovviiiiiiiieiiie e, 12,723,119 2,282,388
2. 2.IRB @ppProach.........cccciiiiiiiiiiiaaeiiiieec e - -
A I 2 - 1 oSO PSRRN - -
2.2 AdVANCEM..... ..o - -
3. SECUNLISALIONS. .. ...ttt erererererereene - -
B. CAPITAL REQUIREMENTS
B.1 Credit and counterparty risK..........ccccvvvvieiiieene e 182,591
B.2 Credit valuation adjustment risK..........ccccoeiieiiinniiiiiieeneene 117
B.3 Regulation FiSK...........couiuiiiiiiaiiiieeee e -
B.4 Market risk -
1. Standard Method............cooevviiiiiiiiieeeee e 1,433
2. Internal modelS.........uevvvveveviiiiiiiiiennnn.
3. Concentration risk
B.5 Operational risk
1. Basic Method...........ooiiiieiiiee e 179,241
2. Standardised method -
3. Advanced method -
B.6 Other calculation elements ...............cccoovviiiiiiiiiiiiice s -
B.7 Total prudential requirements ..............cccooeeevriiiiiiienieeneeeeennn, 363,382
C. EXPOSURES AND CAPITAL RATIOS
C.1 Riskveighted aSSetS........ccvieiiiiiiiiiei e e e 4,542,274
C.2 CET 1 capital /riskeighted assets (CET1 capital ratio)........... 17.49%
C.3 Tier 1 capital/risweighted assets (Tier 1 capital ratig)........... 17.49%
C.4 Total own funds/riskeighted assets (Total capital ratio)....... 17.49%

42



Mercury Bondco Plc
Annual Financial Report for the year ended 31 December 2017

Management’s Discussion and Analysis of Financial Condition and Results of Operations — Key
Factors Affecting the Results of Operations and Financial Condition

Liquidity Requirements

The Nexi Group is also subjéatregulatory liquidity requirements which require it to maintain a minimum liquidity

cover age r aofb08o, whichhwl incrdase Bradually to 10094l January 2018, and a net stable funding

ratio (“NSFR”) of 100%, starting from 1 January 2018. /
415% and the NSFR was estimated at approxima#94l Calculation of these ratios is based on regulatory

requirements with limited discretion or judgment involved in the calculation of such ratios. The LCR requires banks to

hold an amount of unencumbered, higfuality, liquid assets that can be used tifset the net cash outflows the bank

might encounter under an acute shei@rm stress scenario. The NSFR measures the amount of leerger stable

sources of funding employed by a bank relative to the liquidity profiles of the assets funded and thdgidtent

contingent calls on liquidity arising from dflance sheet commitments and obligations.

Seasonality

The results of the Mercury Group’'s businesses, and in
segments, are impacted by seasdity, with revenues typically greater in the second half of the year. The operating
segments experience increased numbers of card transactions and increased transaction volumes during the summer
months, as a result of spending on tourism, and during Béxas, as a result of holiday shopping. These trends also

i mpact the Mercury Group’s funding requirements, as r ec
and the winter holiday periods.

Partner Banks

The Nexi Group entertains key relatiirips with the vast majority of banks operating in Italy, including Intesa

Sanpaol o, BMPS, UBI Banca, Banco BPM S.p.A., Caripar ma,
Banca Carige. These partner banks act as distributors and referrabpafor a significant number of the Mercury
Group’'s services, including the offerings in its Nexi I

The relationships with the partner banks are mutually beneficial because they allow the paatmes to provide a
comprehensive range of services to their customers, while outsourcing certain activities permits them to benefit from

the Mercury Group’s economies of scale. I n turn, the Me
networksand customer relationships of these partner banks without incurring the associated infrastructure cost. As a
result, the Mercury Group’'s business depends to a signi

partner banks. To the extetibat it gains or loses business with a partner bank, whether due to competition, insourcing
or outsourcing or consolidation among partner banks, the number of transactions undertaken, and therefore the
operating revenue, can be impacted.

Information and @mmunications Technology

A significant part of the Mercury Group’s business depe
information and communications technology (“I1CT”") platf
for securities services, ATM management, POS management, clearing and settlement (ACH), web portals, mobile apps,
customer relationship management (CRM) tools and fraud management. Expenditures for and investments in ICT are
critical i n timdestryMedfuthermpre, e Meucpry Group has started to gradually increase the

extent to which it capitalises ICT expenditures. In addition, the decision to insource or outsource the development,
provision and maintenance of these systems affectstte™Mc ury Group’ s results of oper a
in the industry could also require significant additional investment, which would affect its results of operations.

During the year, the projects in place in support of the Mercury Group busamesgovernment functions, aimed at
developing products and services, optimising the operating model, improving relations with customers, as well as
complying with the requirements that arose as a result of changes in the reference regulations, continued.
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IT security

Activities have continued for the further improvement of security methods acting against cybercrime and to prevent
potential security incidents with the Cybersecurity Framework issued by NIST (National Institute of Standards and
Technology) sed as a reference.
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7.4 Explanation of Key line items

Explanation of Key Line Items in the financial statements
The following section provides a description of the Mer
Net fee and commissiondgame

Net fee and commission income comprises the net of fee and commission income and fee and commission expense. This
line item includes the income and expenses relating to services performed and received on the basis of specific
contractual agreements sh as guarantees, collections and payments, management, brokerage and others. Commissions
are recognised in profit or loss and ratably allocated to the periods during which such commissions were earned.

Administrative Expenses

Administrative expenses coiss of the sum of payroll and related costs and other administrative expenses.
Income Taxes

Income taxes consists of the sum of current and deferred taxes on the results for the period.

EBITDA

EBITDA is equal to operating profit after adding back depiieniaamortisation and impairment losses on property,
equipment, investment property and intangible assets (included in operating profit).

Depreciation, amortisation and net impairment losses on property, equipment, investment property and intangikle asset

Depreciation,amortisation and net impairment losses on property, equipment, investment property and intangible
assets includes the IFRS line itgih)dDepreciation and net impairment losses on property, equipment, investment
property and (ii)Amortisaton and net impairment losses on intangible assets.
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7.5 Results of Operations - Nexi Group

7.5.1  Nexi Group financial statements

Interest and SiMiIlar INCOMB.........oii i
Interest and similar Charges.........cccviuiiiiiie e
Net interest iNCOME .......oeeveeeeeeieiieiiiiieeieeineeeeiieeieeieeeeeeeeeeeeeeeeessssssssssssssssssssssssssssssses
Fee and cCommISSION INCOME...........uuiiiiiiiieaai e
Fee and COMMISSION EXPENSE.....ccciiiiiiiie ittt ee ettt e e s eeeeas
Net fee and cOMMISSION INCOME ......ceeiiiiiiiiiineiniiiiiiiree s
Dividends and Similar iNCOME..........ouiiiiiiiiiiiiiie e
[INL] 88 = o [T T N Voo o 1 =
Net profit 0N sale Or FEPUICNASE. ......uueiiiii e
BLICe 1 1R T Tele T =P
NEt IMPAITMENT IOSSES ... .eiiiiiiiiiii it seeees
Net financial INCOME .......uuueiiiiiiiiiiiri s
AdMINISTrAtIVE EXPENSES ... tiiiie ittt e e et e e e e sibreeeeeaas

a) Payroll and related COSES.......coovviiiiiiiii e

b) Other administrative EXPeNSES..........ccoeiveiiiiiiieeeee e
Net accruals to provisions for risks and charges.........ccccceeeeeeiiiieeieiiineeeeeeees
Depreciation and net impairment losses on property, equipment and investmel

81 0] o 1T o APPSR
Amortisation and net impairment losses on intangible assets...........ccccoeeeee...

Other net Operating INCOME.........coiuiiiiiiiiii e
OPErating COSES ...iiiiiiiirmmuiiiiiiiiiniimniiiiiiiiiesnmssiisiiiiesssssssssitmssssssssssssssssssssssssssssssssnes
Share of profits Of INVESIEES ......ccoiiiiii e
Profits from continuing operations ............eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeemnenn.
INCOME TAXES. ...ttt e e e e e e e e et ettt e e et s s e e e e e e e e e e e eeeeeeeeenes
Profit from continuing OpPerations ...........eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeemmenn..
Profit for the Period...........evi e
Profit for the period attributable to nostontrolling interests...........ccccceevvinennn.
Profit for the period attributable to the owners of the parent ...............ccceueeeeeeneee.

Twelve months to 31 December

2017 2016
AY € WALTA
72.7 65.1
(35.2) (34.5)
37.5 30.6
1,113.2 1,061.8
(592.8) (573.6)
520.3 488.2
1.5 0.2
4.8 3.8
7.0 0.3
571.1 523.1
(6.7) (5.4)
564.4 517.7
(831.3) (708.1)
(286.5) (205.2)
(544.8) (502.9)
2.2 (4.0)
(33.7) (35.9)
(42.4) (30.0)
436.2 423.8
(469.1) (354.2)
14.8 0.0
110.1 163.5
(38.3) (34.3)
71.8 129.2
71.8 129.2
0.1) (0.5)
71.8 128.6
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7.5.2 Nexi Group: Reconciliation of consolidated financial statements to management accounts

We have presented in this Annual Financial Report certain data extracted froml the i Group’s conso
reporting segment management accounts.

The management accounts are prepared on a similar basis to the pro forma financial information for the Mercury Group
presented at section 6.4 and differ in important ways f
in accordance withh FRS . I n particul ar, the Nexi Group’s manage.
consolidated financial statements with information on the consolidated operating revenue of the Nexi Group and the
operating performance on a reporting segment basis.

The consolidated financial statements present the revenues and costs of certain activities not core to the operations of

a bank under the line items other net operating expenses/income, as part of operating costs. Because income related to
many ofthe Nex Gr oup’ s operations, including its POS Business
digital corporate banking, BPO Services and certain other operations are not considered under IFRS to be financial income
core to the operations of a bk, a significant amount of the revenues and costs are classified in the consolidated financial
statements under other net operating expenses/income. I
reassigned under such line items in the cordatied financial statements to the line items operating revenue and
operating costs to provide a clearer picture of the operating results.

Operating profits in the Nexi Group’s management accoun
Adding the line items depreciation, amortisation and impairment losses on property, equipment, investment property

and intangible assets (excluded from operating profit), share of gain/losses of investeegcuornng/extraordinary

operating costs/incora, income taxes and profit for the period attributable to nroantrolling interests reconciles
operating profit in the Nexi Group’s management accoun
parent in the consolidated financial staterntsn

The |l ine items presented in the Nexi Group’s management
to appear on the face of the consolidated financial statements in the manner presented herein. Different companies and
analysts may dacul ate the | ine items presented in the Nexi G

compari sons among companies on this basis should be dor
management accounts are not measures offpemance under IFRS and should not be considered in isolation or
construed as substitutes for the results of operations as reported in accordance with IFRS. For a discussion of the
differences in cl assif Explanatioroofik® § & St hél S¥dc thiyo ni éfde tCiAtyll o
Annual Financial Report and Listing Particulars.
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Reconciliation of Management AccountsNexi Group

Twelve months to 31 December

6e YAffAZ2yao 2017 2016

Financial Reclassified Excluded Management Financial Reclassified Excluded Management
Statements Line Items Line Accounts Statements Line Items Line Accounts
Net fee, commission and other business income (1) 520.3 384.6 (0.0) 904.9 488.2 357.8 - 846.0
Net interest income 37.5 (0.2) - 37.4 30.6 (0.1) (0.6) 29.9
Dividends from equity investments and AFS 15 (0.0 (0.8) 0.6 0.2 (0.0) 0.4 0.6
Net trading / hedging income 4.8 0.0 (0.0) 4.7 3.8 0.0 0.0 3.8
Net profit on sale or repurchase 7.0 - (7.0) - 0.3 - (0.3) -
Net impairment losses (6.7) 15 5.2 - (5.4) 2.2 3.1 -
Net financial income 564.4 386.0 (2.7) 947.7 517.7 359.9 2.7 880.3
Operating revenue 947.7 880.3
Nexi Payments 582.5 546.7
Card Issuing 222.0 207.3
Merchant Acquiring and POS 297.6 276.6
Other 62.9 62.8
Payments 91.8 91.2
Securities Services 71.2 67.0
BPO Services 275 28.0
Bassilichi 163.6 1435
Other Group Activities 46.4 39.2
Consolidation adjustments (35.3) (35.4)
Administrative expenses:
a) payroll and related costs (2) (286.5) 0.9 89.1 (196.5) (205.2) 15 16.2 (187.5)
b) aher administrative expenses (2) (544.8) 50.4 74.8 (419.6) (502.9) 47.6 49.3 (406.0)
Production costs (153.3) (159.7)
ICT costs (218.1) (208.9)
General expenses (48.2) (37.4)
Depreciation and impairment losses on property (33.7) - - (33.7) (35.9) - - (35.9)
Amortisation and net impairment losses on intangible assets (42.4) - 10.5 (31.9) (30.0) - 10.5 (19.5)
Other net operating expenses / incon(i) 436.2 (432.7) 0.4 3.9 423.8 (401.2) (19.9) 2.7
Net accruals to provisions for risks and char@s 2.2 (4.6) (5.7) (8.0) (4.0) (7.8) (2.0) (12.8)
Operating costs (469.1) (386.0) 169.2 (685.9) (354.2) (359.9) 55.1 (659.1)
Operating profit 261.8 221.2
1) Represents the line items captioned Net fee and commission income in the Nexi Group consolidated financial statemersispardecrée i vel y, Net ee, commission and other business incor
2) Non-recurring/ extraordinary items described $ection 7.7.3 above are excluded from operating costs and reclassified underesarring items
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7.5.3 Nexi Group: Management accounts

This pro forma financial information presents the results of the Nexi Group as if all of the entities within the digxi Gr

as at 31 December 2017 had been included within the Nexi Group from the beginning of the reporting period presented
(January- December). The pro forma financial information is presented to illustrate the estimated effects of the
acquisitionsof MPS 8cu i r i ng, DB Cards Acquiring and Bassilichi Pa
all of such transactions had occurred on the first day of the periods presefitesl unaudited pro forma financial
information is presented for informatiopurposes only and is not intended to represent or be indicative of the financial
condition or results of operations that would have been reported had the transactions described above actually occurred
during the periods and as at the dates presented, araunaudited pro forma financial information does not purport to

project our results of operations or financial condition for any future period.

Twelve months to 31 December
2017 2016
AY € YAfLA

Net fee and cCoOMMISSION INCOME.........ccuuiiiiiiiiiie e 904.9 846.0
NEL INTEIESE INCOME...uiiiiiiiie ettt e e e e e e e s et eeeeeeaee s 374 29.9
Net trading / hedging INCOME...........uuiiiiiiiiiiie e, 4.7 3.8
Dividends from equity investments and AFS iNVESIMENLS...........occovveeeiiiieneeeenne 0.6 0.6
OPErating rEVENUE .....ccceeeeeiiiiiiiiierenniiiitiieennnsssseesissennnssssssssssesnnssssssssssssnnssssssssssssnnnes 947.7 880.3
Payroll and related COSES.......ccuiiiiiiiiiee e e e e e (196.5) (187.5)
Other adminiStration COSES.......ciiiiiiiiiiiiii et e e e (419.6) (406.0)
AdMINISIrative EXPENSE ...ccceiiiieiiirrrnreeririieirsssnnreeeereseessssnneessssssssssnnsesssssssssssnnnessssssas (616.1) (593.5)
Other net Operating iINCOMIE.......cciiii i e e e e e e e e e e e e e e e e ereeeaes 3.9 2.7
Net accruals to provisions for risks and charges...........ccooeeeiviiiviiiieeeee e, (8.0) (12.8)
Operating costs (before depreciation and amortisation) ......cccccceeeevvveeeeeeeeecccrsseenenns (620.3) (603.6)
EBITDA coeeiiiiiitiitiiiiiiettieniiiiinteettaassiiiessteessasssssesstessssssssssssetesssssssssssseessssssssssseens 327.4 276.6
Depreciation and amortisation (included in operating profit)..........ccccocvveeeeeen.n. (65.6) (55.4)
(00 T=T 2= 413 ¥- T o] | A 261.8 221.2
Depreciation and amortisation on customer CONtracts..........cccccevvveveeeeerreieincennns (10.5) (10.5)
Share of profits Of INVESIEES ......ccoiiiiii e 21.8 0.0
Non-recurring / extraordinary itE€MS.........cooviiiiiiiiiiiiie e e e e (162.9) (47.2)
Pre-taX Profit ....cccciveeeiiiiiiiiciiiereetrere e rrne e s e s s s e nn e s s e nnnna s 110.2 163.5
N COMIE TAXES. . ttveiieiie e e e ettt e e e e e e e ettt e et e e e e e e e e e s e e sttt b b beeeeeeeeaaaeesaeaaanneees (38.3) (34.3)
Lo T 1 - D@ ] o {1 N 71.9 129.2
Profit for the period attributable to noswontrolling interests............cccccceviiiieeenn. (0.1) (0.5)
Profit for the period attributable to the owners of the parent ...........ccccceeeaeeeeeennnnns 71.8 128.7
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7.5.4 Nexi Group: Discussion of Results of Operations

Nexi GrouDperating Revenue

The following table provides a breakdown of the Nexi Group operating revenue by line item for the years ended 31
December 2017 and 31 December 2016, as reported in the management accounts.

Twelve months to 31 December
2017 2016
ine YAYtAZy

Net fee and CoOMMISSION INCOME..........cuuiiiiiiiiiie e 904.9 846.0
NET INTEIEST INCOME.....iiiiiiieiii it e e e e e e e e e e e e ee s 37.4 29.9
Net trading / hedging INCOME........ccoiiiiiii i e e e e e e e 4.7 3.8
Dividends from equity investments and AFS iNVESIMENLS...........ccccveeeiriieneeennne 0.6 0.6
OPErating rEVENUE .....cccevueiiiiiiiinrimnniiiiiiiimmmmssiiisiiirssmsssssssssimssssssssssssssssssssssssssssssssnss 947.7 880.3
Operating revenue increased by €67.4 million, or 7. 7%,

7.0%, driven by improved performance across Nexi Payments, Securities Services and Bassilichi Payments reporting
segments on the back growing KPI operating data. Payments reporting segment showed net fee and commission
consistent with 2016, whereas the discontinuation of the ICT Security and internal controls business lines in BPO Services
segment led to slightly lower net fee and comaigs.

Net interest income increased by €7.5 million, or 25.2
portfolio of Other Nexi Group activities reporting segment and by (ii) growing collection and yield of the portfolio of the
Secuities Services reporting segment.

Nexi Group Operating Costs (before charges for depreciation and amortisation)

Twelve months to 31 December
2017 2016
AY € YAfTA

AdMINISrAtiVE EXPENSES ....cvvviiiiiiiiiiiiiiiieee e e e e e e e e e ee e et e e e e e aaaaeas (616.1) (593.5)

thereof Payroll and related COSIS...........ccooiiiiiiiiiieceecr e, (196.5) (187.5)

thereof Other administrative eXPenSes..........ccooiiiiiiiiiiiiee e (419.6) (406.0)

Other net Operating INCOME.........cuiiiiiiiiiiii e 3.9 2.7

Net accruals to provision for risks and charges...........ccccceeiieiiie i (8.0) (12.8)

Operating costs (net of depreciation and amortisation included in operating (620.3) (603.6)

profit)

Operating costs (net of depreciation and amortisation
Payrolland related costsn cr eased by €9.1 million, or 4.8% and other
or 3. 3%. Ot her net operating income increased by €1.2
charges decreased2%hy €4.8 million, or 37
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Nexi Group EBITDA

The following table provides a breakdown of EBITDA for the years to 31 December 2017 and 31 December 2016, as
reported in the management accounts. EBITDA is measured as operating revenue less operatirexatodisg
depreciation, amortisation and impairment losses on property, equipment, investment property and intangible assets.

Twelve months to 31 December
2017 2016
AY € YAtTA

OPErAtING FEVENUE........cceveeeeeiiiiiiiiiiiaa e s e e e e e e e e e e eeeeeteteteeeeeaearer e e aaeeaaaaees 947.7 880.3

Operat.mg cos_ts (befordepreciation and amortisation charges included in (620.3) (603.6)

(oT o<1 = 1] oo T o] (0] 111 S

EBITDA oeeiiiiitiitiiiinitititeniiiiinieettanssiiiistttesssssssisssteesssssssssssstesssssssssssseesssssssssssseees 327.4 276.6

EBI TDA increased by €50.8 million, or 18.4%, with all/l I

Depreciation, Amortisation and Nehpairment Losses on Property, Equipment, Investment Property and Intangible
Assets

The following table provides an overview of the depreciation, amortisation and impairment losses on property,
equipment, investment property and intangible assets for yfears ended 31 December 2017 and 31 December 2016,
as reported pursuant to IFRS.

Twelve months to 31 December
2017 2016
AY € YAt T,

Depreciation, amortisation and impairment losses on property, equipment,

investment property and intangibl@ssets.............ccccociiii (76.1) (65.9)

Depreciation, amortisation and impairment losses on property, equipment, investment property and intangible assets

increased by €10.2 million, or 15.55%.
Amortisation of intangible assets increased by €10.0 1
December 2016 to €42.4 million for the period ended 31

relating to the amorisation of customer contracts acquired in connection with the acquisitions of Depositary Bank
activitesand@€ard S.p. A. from 2010 to 2014 and (ii) an expens
intangible assets, consisting primarilf/software investments.

Depreciation of property, equipment and investment pr o
the twelve months ended 31 December 2016, to €33.7 mil
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cons sted of (i) depreciation charges on POS and ATM equi
of €4.4 million and (iii) depreciation charges on ot her

Non-Recurring ltems

Twelve months to 31
December
2017 2016
AY € YAfTA

Nontrecurring / extraordinary financial iINCOME.............cooociiiiiiiiiine e (3.1) 16.0
Nonrecurring / extraordinary operating COSIS........ccoovviviiiiiivieceenveee e, (159.8) (63.2)
Non-recurring / extraordinary ite€ms .........cccceevveeeeireeiccisseeeeeeeeecssssnneeesesessssssnnneens (162.9) (47.2)

Nonrecurring/extraordinary items in the twelve months ended 31 December 2017 mainly consisted-oéawming/
extraordinary operating costs, includifigi ) restructuring costs of €89.1 milli
million and (iii) aharge of 39.9 million for oneff project costs for the transformation program initiated by the Sponsors.

Nonrecurring/extraordinary items in the twelve months ended 31 December 2016 mainly consistececumming /
extraordinary operating costs assoted with the aboveme nt i oned transf ormation progr
management team (€15. 9my,ecpuarnrntilnyg balexncadrautnabby rMfaman
to one-off compensation to Bassilichi Payments from a singlefclien

Income Taxes

Twelve months to 31 December
2017 2016
AY € YAt T,

INCOMIE TAXES. ...ttt e e e e e e e e e e e e e e n e e e s (38.3) (34.3)
Il ncome taxes expense increased by €4.0 million to €38.
lower benefits associateddi t h t he A. C. E. (“Aiuto alla Crescita Econon
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Profit for the period attributable to nenontrolling interests

Twelve months to 31 December
2017 2016
AY € YATTfA

Profit for the period attributable to nowontrolling interests............cccoovecvvivineen. (0.2) (0.5)
Profit for the period attributabletonotr ont r ol I i ng i nterests amounted to €0.1
2017, compared to €0.5 million for the period ended 31

Profit for the period attributable to the owners of the parent

Twelve months to 31 December

2017 2016
Ay € WALEA

Profit for the period attributable to the owners of the parent..................coveees 71.8 128.7

Profit for the period attributable to the owner 31 of th
December 2016 to €71.8 million f or trécerring/eextiacrdiharyecostse d 31
partly offset by higher EBITDA.
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Discussion of Results of Operations by Reporting Segment

Operating Revenue by Reporting Segment

Nexi Goup
Twelve months to 31 December
2017 2016

Ay € YAf )
Operating REVENUE .......cccivieeeieiiiiiiiiinnnietiiiiiinesteeeiiiiissssseeesisssssssseeesssssssssssseessseses 947.7 880.3
NEXI PAYIMENIS.....eeiiiiiiiiii ettt s et e e e e e s snnneeeas 582.5 546.7
PaYMENTS.....ciiiiiiiiiiee e 91.8 91.2
SECUINMLIES SEBIVICES ... ieiiiiiiiiii et e e e e e e e e e e e e e e e s seennerereeaeeees 71.2 67.0
BPO SBIVICES ...ettiitiiiiiee ettt ettt et e e e e e e e e s e r e e e e e e e e e e e e e e 27.5 28.0
BasSiliChi PAYMENLS..........cvviiiiiiiiiece e e e e e e e 163.6 143.5
Other GroUP ACHVILIES. ..ottt a e e e e 46.4 39.2
Consolidation adjustment8 ..............ccooiiiiiiiiece e (35.3) (35.4)

Q) Eliminates the effect of intragroup activities on operating revenue

Nexi Payments

Twelve months to 31 December
2017 2016
AY € YAfTEA

Net fee, commission and other business income 595.2 555.2
NEL INTErESE EXPENSE......viveiiiiiiiiiiie e ie e e e e e e e e e e et e et e e e e e e e eaeaaaaaaees (12.4) (8.0)
Net trading / hedging [0SS.........uuuiiiiiiiie e e e e (0.6) (0.6)
Dividends from equity investments and AES..........cccooiiiiiiiiieee e, 0.2 0.1
OPErating rEVENUE .......uuuiiiiiii s s 582.5 546.7
thereof Card ISSUING........ovuiiiiiiiiie e 2220 207.3
thereof Merchant Acquiring and POS..............oooiiiiiiiiiieccrr e, 297.6 276.6
thereof OherSh) ... ...ttt 62.9 62.8
1) Includes operating revenue generated by Nexi Payments from debit servicing and ATM management and

operating revenue generated Byelp Line

Operating revenue generated by the Nexi Payments report
increase resulted from increased operating revenue in all business segments. Operating revenue generated by the Card
Issuing business increased®y 4 . 7 mi |l Il i on, or 7. 1%, primarily due to i1
transactions. Operating revenue generated by the Merche:a
7.6%, due to increases in the number and value of candstactions and in the number of managed POS. Operating

revenue generated by the other Nexi Payments Business units (debit services, ATM management and Help Line)
increased by €0.1 million, or 0.1%.
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Payments
Twelve months to 31 December
2017 2016
AY € YATTfA
Net fee, commission and other business INCOME............ocevviiiieiiiiiiieeeeeenn. 89.4 89.4
NEL INTEIEST INCOME...... it e et e e e e e st e e e e e e e eaaeeeeeas 2.4 1.7

Net trading / hedging iNCOME..........cooiiiiiiiiiiieee e,
Dividends from equity investments and AES............cccooeiiiiiiieevivvveviiinn

OPErating rEVENUE .....cccuueviiiiiiinrieniiiiiiiirniasisssiiirsssssssssssiimssssssssssssssssssssssssssanes 91.8 91.2

Operating revenugenerated by the Payments reporting segment in the twelve months ended 31 December 2017

increased by €0.6 million, or 0.7%. While net fee, cC omr
i ncome increased by € @asdin matintelest maome pamarih3r&ultéddrom ah meaease mc r
the spread on the deposits by 6 basis points and by growth of the average gross deposit volume which decreased by
€32.0 million, or 3.6%, from €89®864 miol EBG&B.4n mi hé i paai

December 2017.

Securities Services

Twelve months to 31 December
2017 2016
AY € YAf A

Net fee, commission and other business iNComMe..........c.cocvveiiiiivieee e 60.8 57.8
Nt INTEIreSt INCOME........oiiiiiiie e 8.3 53
Net trading / hedging iINCOME.........u it e 21 3.9
Dividends from equity investments and AES.............ooorrriiiiicccrc e - -
OPErating rEVENUE ......oiveiuueereeiiiiiiineeteesiisssaesree s sssssssssse e s ss s ssssssesssssssssssnneens 71.2 67.0

Operating revenue generated by the Securities Services

commi ssion and other income business increased by €3.0
under custody atthedeps i t ary bank and in the value of brokerage n
million, or 58.7%The increase in net interest income resulted from a 13.6% growth in average gross deposit volume

(from €4,681.5 mil |ecoenmbienr t2hOel 6y etaor €e5n,d3eld8 .331 mb | | i on i n

partly offset by a 2 basis point spread compression.
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BPO Services

Twelve months to 31 December
2017 2016
AY € YAETA

Net fee, commission and other busiNesSs INCOME..........coviiiiveieiiiieiiie e, 27.5 28.0
NEE INEEIEST INCOMB..... i et e e e e e e e et eeeaa e e s et e esaaaeans -

Due to the absence of any funding activity, operating revenue contributed by the BPO Services reporting segment is
almost entirely composed of net fee, commission and other business income.

Net fee, commission and other business income generated by tiie BBer vi ces reporting segme
million, or 1.8%. This decrease was primarily due to the discontinuation of the ICT Security and Internal control business

i ne, which generated €4.3 million of Desgmber 2016 @Qpgratinge v e n L
revenuefromantmoney | aundering services increased by €1.2 mil
ended 31 December 2016 to €11.9 million in the twelve
regul atory reporting services increased by €2.6 million
December 2016 to €15.6 million in the twelve months en
services.

Bassilichi Paynms

Twelve months to 31 December

2017 2016
Ay € WALEA

Net fee, commission and other business INCOME.............ccccovvviieeeiiiic e 166.2 149.7

NEL INTEIESE INCOME... ettt e e s b e e e e e e (2.7) (6.4)

Net trading / hedging INCOME. ..........ciiiiiiiii e - 0.2

Dividends from equity investments and AES...........coooiiiiii e - 0.1

OPErating rEVENUE .....ccceeeeeiiiiiiiieeeeiiiietieennensssesseseennssssssssssesnnnssssssssssssnnssssssssssssnnnns 163.6 143.5
Operating revenue increased by €20.1 million, or 14. 0%,

sales and an increase in the number of managed POS terminals.
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Other Nexi Group Activities

Twelve months to 31 December

2017 2016

Ay € YATTA
Net fee, commission and other business INCOME..........cccceeiiiiiiee i 1.3 14
NEL INTEIESE INCOME ... .iiiiii ittt e e s e e s e rtbaee e e e snbbe e e e e e sseeas 41.5 37.1
Net trading / hedging INCOME. .........coiiiiiiiiie e 3.2 0.3
Dividends from equity investments and AES...........coooriiiiiiiiiiiieeeee e 0.4 0.4
OPErating reVeNUE ... s 46.4 39.2

Operating revenue contributed by the Other Nexi Group Activities reporting segment is primarily related to net interest
income generated by the treasury function in connection with its investment portfolio consggtimgrily of investments

in Italian government bonds.

Operating revenue contributed by the Other

invest ment yield. On average, the securiti
ended 31 December 2016, to €3.0 billion in
from 97 to 92 basis points over the same period.

Operating Costs by Reporting Segment

Twelve months

Ne x i Group /

18.3%. This increase was primarily due to the increased size of the securities pgtidlippffset by a lower
es portfolio

t heasegt e ar

to 31 December

2017 2016
Ay € YAfTTA

Operating costs (net of depreciation and amortisation included in operating profit) (620.3) (603.6)
NEXI PAYIMENTS.....eeiiiiiiiiiie ettt et a e e (329.9) (326.2)

P aAYMENLS. ... e e e e e e e e e e ————— (61.0) (67.2)
SECUNMIES SEIVICES....ciiiiiiieieeeieee et e e e e e e e e e e e (52.4) (53.8)
BPO SEIVICES . ....oiiiiieeieieeitit et et e e e e e e e e e e et et et e et a e s e e e e e e e aaaaaaaaaaaaa (18.0) (19.4)
BassiliChi Payments.........coooiiiiiiiie e (153.6) (143.8)
Other Group ACHVILIES.......iiiiiiiiii e (40.6) (28.7)
Consolidation adjustment8 .............ccccoviiiiiiiieescce e 35.2 35.4

Q) Eliminates the effect of intragroup activities on operating costs
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Nexi Payments

Twelve months to 31 December
2017 2016
AY € YAfTA

AdMINISrAtiVE EXPENSES: ... uuiiiiiieee e e i i ittt e e e e e e e s e s e e e e e aee e e e e annarnraeerees (325.9) (313.5)
a) payroll and related COSES.......uuiiiiiiie e (60.8) (57.5)
b) other adminiStrative EXDENSES. ......cciiiiii it (265.2) (255.9)

Other net Operating INCOME.......ciuiieeeie ittt e e e e e e e e e e e e e e s e e sanreereees 3.7 (1.3)

Net accruals to provision for risks and charges.........ccccovveeveeeee e (7.7) (11.4)

LT =0 Al o =T T (5.6) (7.6)

thereof Credit I0SSES.....cooi i i (2.3) 2.7)

thereof OtherS.........ooo e 0.2 (1.0)

Operating costs (net of depreciation and amortisation included in operating profit) (329.9) (326.2)

Operating costs (net of depreciation and amortisation included in operating profit) in the Nexi Payments reporting
segment i ncrmEddddnhy 0€3.17 1 %. Admini strative expenses i
payrol |l and related costs increased by €3.2 million, o}
additions to the management team. Other adrmi st r ati ve expenses increased by
operating income amounted to €3.7 million, compared to
Il

provision for risks and c¢har gpslgdueteloweraacaia fbr fraugtlat€ddosses. mi i

Payments

Twelve months to 31 December

2017 2016

AY € YAfTfA

AdMINISTIALIVE EXPENSES: ... . it e ittt et e e e rbbe e e e enes (52.4) (60.7)
a) payroll and related COSES........ccoiiii i e e e e e (13.2) (16.7)
b) other adminiStrative EXPENSES.........uuururuiiiiieieeee e eeeeee e (39.3) (43.9)
Other net OPErating EXPENSES . .uuuuu i i et et e e et eeeeeie e e ettt r e e e e e e aaeaaaaaaaeereeenn (8.9) (5.8)
Net accruals to provision for risks and charges.........cccccceeve e eeeeevieeeeee e, 0.4 (0.8)
Operating costs (net of depreciation and amortisation included in operating profit) .... (61.0) (67.2)

Operating costs (net afepreciation and amortisation included in operating profit) in the Payments reporting segment
decreased by €6.3 million, or 9.3%. This decrease was
as well as lower administrative expende®s r € 4. 7 mil lion, or 10.7%, on efficie

58



Mercury Bondco Plc
Annual Financial Report for the year ended 31 December 2017

Management’s Discussion and Analysis of Financial Condition and Results of Operations — Nexi
Group

Securities Services

Twelve months to 31 December
2017 2016
AY € YAfEA

AdMINISrAtiVE EXPENSES: ... uuiiiiiieee e e i i ittt e e e e e e e s e s e e e e e aee e e e e annarnraeerees (41.7) (44.2)
a) payroll and related COSES.......uuiiiiiiie e (17.5) (19.0)
b) other administrative EXPENSES.........vviiiiiiiiie e (24.2) (25.1)

Other net Operating EXPENSES. ......uuiiiuiiiiieiiriere et e s e e (10.1) (9.3)

Net accruals to provision for risks and Charges.........ccccceeviiieee e (0.6) (0.4)

Operating costs (net of depreciation and amortisation included in operating profit) (52.4) (53.8)

Operating costs (net of depreciation and amortisation included in operating profit) in the Securities Services reporting

segment decreased by €1.4 million, or 2.6%. This decresc
million, or 5.5%partly offset by higher neccruals to provision for risks and charges, due to a customer.dragroll
and related costs decreased by €1.5 million, or 7.8% a

3.7% due to efficiency initiatés.
BPO Services

Twelve months to 31 December
2017 2016
AY € YAfTfA

AdMINISrAlIVE EXPENSES. ...ttt i i i i e e e e e e e e e e e e e e e (17.8) (19.4)
a) payroll and related COSES..........ooveiiiiiiiiiccs e (7.5) (8.2
b) other administrative EXPENSES ......ccciiiiiiiiiiiie e (10.3) (11.2)
Other net OPEerating INCOME..........ciii it e (0.0) 0.1
Net accruals to provision for risks and charges.........ccccccoeve e, 0.2 (0.0)
Operating costs (net of depreciation and amortisation included in operating profit) .... (18.0) (19.4)

Operating costs (net of depreciation and amortisation included in operating profit) in the BPO Services reporting
segment decreased by €1.4 million, or 7.1%. Administrat
related costsdecreasddly € 0. 7 mi Il Il i on and other administrative expe
and thediscontinuation of the ICT Security and Internal control business
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Bassilichi Payments

Twelve months to 31 December

2017 2016
Ay € YALLA

AdMINISratiVe EXPENSES: . ..ottt ittt ee e e e e e e e e e e e s s rr e e e e e e e e s anannnns (153.6) (145.2)
a) payroll and related COSIS.....uuuiiiiieiiiiiiiiiie e e e e e e (45.5) 47.7)
b) other administrative EXPENSES..........cviiiiiiiiiei it (108.1) (97.5)

Other net 0perating iINCOME.........cccuiiiiieeeie e e e e e e e e s s e s rr e e e e e e e e e s e e aanns - 1.7

Net accruals to provision for risks and Charges........coccveeiiiiieeie i - (0.3)

Operating costs (net of depreciation and amortisation included in operating profit) ... (153.6) (143.8)

Operating costs (net of depreciation and amortisation included in operating pmofittasedoy € 9. 9 mi | |
While payroll and related costs decreased by 4.7%, other administrative expenses increased bynainGfdue toa
higher level of ATM terminal purchases and sales

Other Nexi Group Activities

Twelve months to 31 December
2017 2016
AY € YAfTtA

AdMINISTIAtIVE EXPENSES .. .cii ittt ettt sbeeee e (82.5) (66.6)
a) payroll and related COSES........cooiiiiiieiiiee e (52.1) (38.4)
b) other administrative eXPeNSES........ccuuuiv it (30.3) (28.2)

Other net operating iINCOME...........ciii i 41.8 38.0

Net accruals to provision for risks and charges...........cccccccvcicicieiiiiii e, 0.0 (0.0)

(:r;:;ir;tmg costs (net of depreciation and amortisation included in operating (40.6) (28.7)

Operating costs (net of depreciation and amortisation included in operating profit) in the Other Nexi Group Activities
reporting segment increased by €11.9 million, or 41.
million, or 35.9%,de t 0o management team i mprovement. Ot her net

10.1%, due to higher internal invoicing.
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EBITDA by Reporting Segment

Twelve months to 31 December
2017 2016
AY € YAfTtA

T 10 327.4 276.6
NEXT PAYIMENTS. ...ciiiiiieie ittt e et e e e e inre e e e e e e 252.5 220.5
P Y MIENLS. ... —————————— 30.8 23.9
SECUNMEIES SEBIVICES . ..eiiiiiitiiiie e ittt e et e et e e et e e e s st e e e e st e e e e e nntee e e e e snnseeas 18.8 13.2
BPO SEIVICES ..ueiiiiiitiiiie ettt e et e e e e e e e e 9.5 8.7
BasSiliChi PayMENTS........coiuiiiiiiiiiie e 10.0 (0.3)
Other GrouP ACHVITIES. ....coiiiiiie et 5.8 10.5
Consolidation adjustmentB..............cccoiiiiiiiiiecieeece e (0.1) 0.0
1) Eliminates the effect ahtragroup activities on EBITDA
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Liquidity and Capital Resources
Liquidity, Funding and Intragroup Funding

Nexi uses funding from surplus liquidity generated by its Securities Services reporting segment and Payments reporting
segment partly to fund Nel® ay ment s’ receivables from cardhol ders in
Merchant Acquiring Business. Remaining liquidity is then invested mainly in government bonds or in the interbank
market. Due to the volatility of some balance sheenits, which are linked to the volume of transactions executed by
Nexi with its customers across its operations, dai ly e
funding and intragroup funding than periezhd figures.

The following &ble provides an overview of average daily balances in the sources and uses of our funding for Nexi Group
for the twelve months ended 31 December 2017 and 2016, according to the management accounts.

Twelve months to 31 December

Sources
2017 2016
AY € YAtTA

INtErbaNK dEPOSIES.......eeiiiiiiiiii e 910.4 403.3
CUITENt DANK GCCOUNTS......ciiiiiiiiee et e e e e e e e e eeraan s 1,047.0 865.7
SECUrtieS SErviCes dEPOSILS.......cccii i e e e e 5,318.3 4,681.5
Payments 0EPOSILS......cuuviiiiiiiiiiiiieee e e e e e e e e s e e e e e e e e e e e aaaaaaaae 866.4 898.4
(@] 1 gL 1= o1 1 1= 401.1 196.4
[0 U112 PR PPRERRR 1,722.1 748.4
TOTAl SOUICES ...uciiiiiireeeeiiiiiiiteeeneiierrteeeranessesesreeessasssssssssesssnsssssssssesssnnnsssssssssssnnnnsssnes 10,265.2 7,793.6

Twelve months to 31 December
Uses

2017 2016
AY € YAfTfA

T 10=Tg o TV S0 =T 0T 1S | SO 1,130.4 2,083.0
CUIreNt DANK ACCOUNTS ... ...t e e e e e e e e e e e e eaba s 2,477.4 677.2
Y S o o 1 o) O PPPEERR 2,978.0 2,675.9
NEXi PAYMENTS I0@N.......uiiiiiiiiiie e e e e e e e s e s aneeeees 1,451.2 1,122.2
EQUILY INVESIMENTS.....ciiiiiiieieeieee e e e e e e e e e e e e aaaaeraeaaes 285.8 539.7
(@] 1 g =TT =) £ 1,942.3 695.6
TOLAl USES ..ueeeenrerieenereeenereennereeesierernsseresssseresssseresssssressssesensssessssssesssnssesensssssannssssannnns 10,265.2 7,793.6
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The following table provides an overview of average daily balances in the sources and uses of our funding for Nexi
Payments S.p.A. for the twelve months ended 31 December 2017 and 2016, according to the management accounts.

Twelve months to 31 December

Sources
2017 2016
AY € YAtTA
[0 F-T 10 0] 1 T N[ TSP 1,451.2 1,122.2
Payables to other DaNKS..........cooiiiii e 390.1 458.3
Equity and other llabilitieS...........ovvvveiiiiicee e 1,215.9 792.9
TOLAl SOUICES ...oeeeeeeeeriiiiiiienreeeieeerteeereeeeieetteeesnnssssssssesssnsssssssssessssnsssssssssssssnnssssssssenes 3,057.2 2,373.3
Twelve months to 31 December
Uses
2017 2016
(A Ymiliong
[SSUING FECEIVADIES. ... ..t e e e s raraeeaeeas 2,048.6 1,895.1
ACqUIriNg reCeiVabIEs..........oooivieeec e 224.7 161.2
Fixed and Other @SSetsS.......ccooii i e 783.9 317.0
TOTAL USES ..uviiiiiiiieeeeiiiiiiittnreneieeereeeesesssssesseeessnsssssssssesssnsssssssssssssnnssssssssssssnnnnsssssssenns 3,057.2 2,373.3
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Capital Expenditures

To support the business strategy and development plans, capifsnditures are incurred regularly. Expansion capital
expenditures mainly relate to the purchase of assets, joint ventures and acquisitions of other businesses. Maintenance
capital expenditures mainly relate to purchases and upgrades of the ICT inftastusoftware, POS terminals and
ATMs. Maintenance capital expenditures are expected to increase in the next twelve months due to the gradual
implementation of a revised policy on the capitalisation of ICT expenditures.

Twelve months to 31 December

2017 2016

Ay € YAfTA
Expansion capital eXpenditUres...........cooiiiiiiiiieiieieisriss e e e e e e e 754.6 -
Maintenance capital eXpPenditures..........ccooveiiee e e 72.6 68.0
Capital eXPENAILUIES ......ccccvcerrirrrrrrrrrssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssss 827.2 68.0

For the twelve months ended 31 December 2017, Nexi Group has incurred expansion capital expenditufes df . 6
million, due to the acquisitions of DB Cards Acquiring business, MPS Acquiring and Bassilichi Payments. The

mai ntenance capital expenditures of €72.6 million pri meé
maintenance of POSa®dTM property for €16.9 million and other equ
For the twelve months ended 31 December 2016, no expansion capital expenditure was incurred. The maintenance
capital expenditureso€6 8. 0 mi | I i on primarily related to I CT expens
POS and ATM property f@& 28 . mi | | i on, ot her intangi bles for €3. 7 mi
program advisory cost, and other equipmentfo € 3. 0 mi | | i on.

Quialitative Disclosure on Credit, Liquidity and Market Risk

There is exposure to a number of financial risks arising from the ordinary course of business, such as credit risks, liquidit
risk, foreign exchange risk and interest rate risks.

Credit risk is the risk that a counterparty fails to discharge an obligation to the Nexi Group. The Nexi Group is exposed to
this risk for various financial instruments, for example by granting loans and receivables to customers, placing deposits,
invesiment in bonds etc.

Liquidity risk is the risk that the Nexi Group is unable to meet its payment commitments due to its inability to generate
or raise sufficient funds. In relation to the Banking Group, the risks are the inability to raise funds on tle¢ (figuding
liquidity risk) and/or to disinvest its assets (market liquidity risk). This risk includes the risk of meeting its commitment
at non-market costs, i.e., incurring high costs to obtain funding or (and sometimes simultaneously) incurringvfosses
disinvesting assets.

Market risk is the risk of incurring losses generated by operating on the market for financial instruments, currencies and
commodities. The Nexi Group are subject to market risk through the investment and treasury transactitithsuod non

EU markets and the management of the banking book and day to day liquidity. Market risk also includes interest rate and
price risk.

See “Risks and related hedging policies in the notes t

64



Mercury Bondco Plc
Annual Financial Report for the year ended 31 December 2017

Management’s Discussion and Analysis of Financial Condition and Results of Operations — Nexi
Group

Operational Rik

Operational risk is the risk of losses arising from errors or shortfalls in internal procedures, human resources and systems
and external factors. It includes losses caused by fraud, human error, business discontinuity, system breakdowns,
contractual defults and natural disasters. It also comprises legal risk, including money laundering risk.

Operational risks are managed through specific insurance policies and through the adoption of appropriate internal
systems and controls to identify and prevent ogtonal defects. The Nexi Group have adopted an operational risk
framework which includes an operational risk policy and data collection methods as required by the Bank of Italy. The
operational risk policy sets out the general risk governance principies, methods and tools.

A fundamental operational risk mitigation tool is the business continuity and disaster recovery plan, which is revised
annually. Business continuity includes all those measures designed to reduce to an acceptable level the dasealge c

by accidents or catastrophes that could directly or indirectly affect us, while the disaster recovery plan sets out the
technical and organisational methods used to resolve events that cause the unavailability of data processing centres.

Critical Acounting Policies

When applying the accounting policies, management must make assumptions and estimates concerning the future that
affect the carrying amounts of assets and liabilities at the statement of financial position date, the disclosure of
contingercies that existed at the balance sheet date and the amounts of net sales and expenses recognised during the
accounting period. Such assumptions and estimates are based on factors such as historical experience, the observance
of trends in the industries iwhich the Nexi Group operate and information available from customers and other outside
sources.

Due to the inherent uncertainty involved in making assumptions and estimates, actual outcomes could differ from those
assumptions and estimates. An analydithe key sources of estimation uncertainty at the statement of financial position

date that have a significant risk of causing a material adjustment to the carrying amounts of the assets and liabilities in
the next fiscal yeamdi $§upigeneenntséd aamtd “Bgtginmdti €«eand accol
consolidated financial statements
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7.6 Mercury Payments

7.6.1 Mercury Payments: Financial statements

Interest and SIMIlar INCOMEB........uiiiiie i e e e
Interest and SimMilar ChAargesS........uuvveec i
Net interest iNCOME .....cccceeeeiiiiiiiiiricccr e sereessssessssssnnssssssssssssnnssssssssssennnnes
Fee and COMMISSION INCOMIE......uuuuiiiiiiiii e e a e
Fee and COMMISSION EXPENSE.......uuiiiiiiiie ittt
Net fee and coOmMmMISSION INCOME .......uuuueeiiiiiiiiiiiinriiineree s asseeens
Dividends and similar INCOME............ooovriiiiiiiicc e
[T 88 = To [T Vo T oo o =
Net profit on sale orepurChase...............ooovvieiiiiiiccc e,
Lo 1R T T ele T3 =
NEt IMPAITMENT IOSSES.......viiiieiiiiiii ettt
Net financial INCOME .....ccccuueiiiiiiiiirre s asssee s

Netaccruals to provisions for risks and Charges..........ccccovvveeeeeiiiice e
Depreciation and net impairment losses on property, equipment and investment
[S10] o 1T o PR EPR
Amortisation and net impairment losses on intangible assets...........ccccccovvvveee..
Other net Operating INCOME.........cooi it
OPErating COSES...ciiiiiiiiiniiiiiiiiierierieeerteeernsssseserreennnssssssssseennnssssssssesennnsssssssssnsnnnnssnnns
Share of profits / (I0SSES) Of INVESLEES.........ooviieieeeeeeccrcee e,
Pre-tax profits from continuing operations............cccceeeeeererrrrersssssssssssssssssssessssssssnnns
INCOMIE TAXES. .ttt ettt e e e ettt e e e et et et e e e e e e e ban e e e e eenaan e e as
Post-tax profit from continuing operations..........cccceeeieiiiiiriniiinnninnnnnsisnnssssssssssssssnnns
Profit fOr the YeaI..........eiii e
Profit for the year attributable to nowontrolling interests............ccceeeeeeeeeieiieeenn,
Profit for the year attributable to the owners of the parent...........cccceeeevvvvveccccnnnee.

Year ended 31 December

2017 2016
Ay € WAftG®
0.1 0.1
(2.0) 0.2)
(1.9) (0.2)
155 145.2
1.7) (5.2)
153.3 140.0
0.0 0.0
0.0 0.0
0.0 83.6
151.4 2234
0.0 0.0
151.4 2234
(69.8) (57.5)
(18.8) (18.6)
(51) (38.9)
0.0 (0.3)
(5.6) (1.4)
) (2.5)
0.5 1.8
(77.9) (60.0)
0.0 0.0
73.5 163.4
(24.2) (33.4)
49.3 130.0
49.3 130.0
0.0 0.0
49.3 130.0
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7.6.2 Mercury Payments: Reconciliation of consolidated financial statements to managenaenbunts

We have presented in this Annual Financi al Report cer
statements and the reporting segment management accounts.

The management accounts are prepared on a similar basis to the pro formaitihariormation for the Mercury Group
presented at section 6.4 and differ in important ways from the Mercury Payments financial statements presented in
accordance with IFRS.

The line items presented in the Mercury Payments management accounts are ngnised by IFRS and may not be
permitted to appear on the face of the financial statements in the manner presented herein. Different companies and
analysts may calculate the line items presented in the management accounts differently, so making compansonms
companies on this basis should be done very carefully. The line items presented in the management accounts are not
measures of performance under IFRS and should not be considered in isolation or construed as substitutes for the results
of operationsas reported in accordance with IFRS. For a discussion of the differences in classification, see the section
enti QEWMHI YIGA2Yy 2F YSeé [ Ay S dthiSAvnual Rinancial R&orGahdyListyigPartictlard. G I G
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7.6.2 Mercury Payments: Reconciliation of Financial Statements to Management Accounts

Year ended 31 December

6e YAttAZyao 2017 2016
Financial Reclassified Excluded Management Financial Reclassified Excluded Management
Statements Line Items Line Accounts Statements Line Items Line Items Accounts
Net fee, commission and other business income (1) 153.3 (0.0) 0.0 153.3 140.0 0.3 140.3
Net interest income (1.9) 1.9) (0.2) (0.2)
Dividends from equity investments and AFS 0.0 0.0 0.0 0.0
Net trading/hedging income
Net profit on sale or repurchase (2) 83.6 (83.6)
Net impairment losses (0.0) 0.0
Net financial income 151.4 151.4 223.4 0.4 (83.6) 140.1
Operating revenue 151.4 140.1
Administative expenses:
a) payroll and related costs (3) (18.8) (0.2) 2.2 (16.8) (18.6) 0.4 1.6 (16.6)
b) other administrative expenses (3) (51.0) (0.2) 14.4 (36.8) (38.9) (0.2) 2.8 (36.3)
Deprecidion and impairment losses on property (5.6) (5.6) 1.4) (1.4)
Amortisation and net impairment losses on intangible assets (3.0 (3.0) (2.5) (2.5)
Other net operating expenses/income 0.5 0.4 0.9 1.8 (0.5) 1.3
Net accruals to provisions for risks and charges (0.0) (0.0) (0.3) (0.3)
Operating costs (77.9) 0.0 16.6 (61.3) (60.0) (0.4) 4.4 (56.0)
Operating profit 90.0 84.1
1) Represents the line items captioned Net fee and commission income in the Mercury Payments financial statements andehgsNecttige, commission and other business income in the Mercury Payments management accounts.
2) Reflects the gross amount dfe Visa proceeds received attributable to the owner of the parent company. At the Mercury group consolidated level, tedreceived are accounted for as an adjustment to the value of goodwill recognised at
31 December 2016, and not recognised in firgincial income.
3) Extraordinary oneoff costs related to the transformation program initiated by Sponsors are excluded from operating costs and reclassifieshneleurring items. The transformation program consists of measures aimed at revemaases,

cost savings, organisational improvements and M&A initiatives
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7.6.3 Mercury Payments: Management accounts

Year ended 31 December
2017 2016
AY € YAt

Net fee and COMMISSION INCOME.........ccoiiiiiiiiiiiiiiiee e 153.3 140.3
NEL INTEIEST EXPENSE....c.cci ittt e e e e e e e e e e e s e e e s s st r e e e e eaeeeeeaannnns (1.9 (0.2)
Net trading / hedging INCOME.........coocuiiiiiiiiiiii e 0.0 0.0
Dividends from equity investments and AFS investments...........ccccccevvevniinneeen. 0.0 0.0
OPErating revVeNUE ..ot 151.4 140.1
Payroll and related COSES........oiiiiiiiiiiiii e e e e e e (16.8) (16.6)
Other adminiStrative EXPENSES..........ccvcciiiiiiiiiiieee e e e e e e e e e e eee s (36.8) (36.3)
AdMINISIrative @XPENSES ...ceeeierieicrrrrreereriiiissssnrereeseeessssnsesssssssssssnnssassssssssssnnsessssssns (53.6) (53.0)
Other net 0perating INCOME. ........oiiiiiiiiiiiiiee e 0.9 1.3
Net accruals to provisions for risks and charges........cccccccoo i, (0.0) (0.3)
Operating costs (before depreciation and amortisation) .......ccccceeeeevvveeeereeecccsssnenenns (52.7) (52.0)
] 1 D N 98.7 88.1
Depreciation and amortiSAtiON............uuueiiiieeeriiiiiiiiieeee e (8.7) (4.0)
(00 1= 2= 413 Y-8 e o] | A 90.0 84.1
Depreciation and amortisation on customer ContractS.............ccoeeeeeeeeevveveeeevnnnnnns 0.0 0.0
Share of profits / (10SSeS) Of INVESIEES. ......ccoiiiiiiiiiiiie e 0.0 0.0
Norrrecurring / extraordinary IEMS........ooiiiiiiiie e (16.6) 79.3
Pre-taX Profit ....cccccccccccssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssses 73.5 163.4
g ToT0] 1 g1 r= D (T PP PPRUPRRR (24.2) (33.4)
[0 T3 4 = D Q8 ] o 1 1 A 49.3 130.0
Profit for the year attributable to nowontrolling interests...........cccccevviiiieeieeenen. 0.0 0.0
Profit for the year attributable to the owners of the parent ..........cccceeviiiiiiiiiiiinnnnes 49.3 130.0
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7.6.4 Discussion of Mercury Payments Results of Operations

Mercury Payment Operating Revenue

The following table provides a breakdown of the Mercury Payments operating revenue by line item for the years ended
31 December 2017 and 2016 as reported in the management accounts.

Year ended 31 December
2017 2016
AY € YAt

Net fee, commission and other business INCOME..........ccccccviiiiiiiiiiiiieeee e 153.3 140.3
L T ] (=T C T A o =T = PPN (1.9) 0.2)
Net trading / hedging INCOMIE........ccooi i e e e e e e e e -
Dividends from equity investments and AES.............oooo i -

OPErating rEVENUE ....cccuuveiiiiiiiirnmniiiiiniiinmmmssiissiimmmmssssssssimsssssssssssssmssssssssssssssssssssssssss 151.4 140.1

Net fee and commi ssion income grew by € 13.0 million, o
to pricing effects.

Operating revenue, at € 151.4 million in the sagaBveperi o

contribution of net interest income.

Mercury Payments Costs (net of depreciation and amortisation Included in operating profit)

The following table provides a breakdown of the Mercury Payments operating costs by line item for the years ended 31
December 2017 and 2016, as reported in the management accounts.

Year ended 31 December
2017 2016
AY € YAt

AdMINISrAtIVE EXPENSES. .. uueiiiiie i et e e et eee ettt re s e e e e e eeaeaeaaaaeeeeeeeeenanns (53.6) (53.0)

thereof. Payroll and related COSES..........coooeiiiiiiiii e e e (16.8) (16.6)

thereof Other administrative EXPENSES..........ccoi i (36.8) (36.3)

Other net operating eXPensSes / INCOME.......ccoiiiiiiiaiiiiiee et 0.9 1.3

Net accruals to provision for risk and charge.............ccccooririicccccccccc (0.0) (0.3)

Operating costs (net of depreciation and amortisation included in operating profit) (52.7) (52.0)
Admini strative expenses increased by € 0.6 million, or
Payroll and related costs i adninistatt/eakperisgs in€éaseddymi 4 | miolnl, i oon
1.2%, from €36.3 million to €36.8 million.
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Mercury Payments EBITDA

The following table provides a breakdown of EBITDA for the years ended 31 December 2017 and 2016 as reported in the
management accounts. We calculate EBITDA as operating revenue, less operating costs excluding depreciation,
amortisation and impairment losseon property, equipment, investment property and intangible assets (included in
operating profit).

Year ended 31 December
2017 2016
AY € YAt

OPEIALING FEVENUE.......uuuieiuieeeiiseaseseeeeeeeteeeeeeeeeeeeeaeaaetete e aaaaaeaaaaaaaeaeseeeeeemessnnnns 151.4 140.1
Operating costs (net of depreciation and amortisation includedpierating profit) (52.7) (52.0)
EBITDA ...ttt s s e s e s ea s s s s s e e s s a s s s s s s e e e s s s sssss s s s essanssssssssnsennnnssssns 98.7 88.1
EBI TDA increased by € 10.7 million, or 12. 1%

Depreciation, amortisation and net impairment losses on property, equipment, investment property and intangible
assets

The following table provides aonverview of the depreciation, amortisation and impairment losses on property,
equipment, investment property and intangible assets for the year ended December 31, 2016 and 2017, as reported
pursuant to IFRS.

Year ended 31 December

2017 2016
(A Y'mildong
Depreciation, amortisation and impairment losses on property, equipment, investm
Property and INANGIDIE ASSELS ...........evvveeeeeeeeeeeeeeeeeeeeeseeeeeese e et eeereseeeeseseeeeseneseeeenen (8.7) (4.0)

Depreciation, amortization and impairment losses on property, equipment, investment property and intaagiets

increased by €4.7 million. Amortization of intangi bl e a
31 December 2016 to € 3.0 million in the year ended 3]
charges omew intangible assets purchased during the period. Amortization of property, equipment and investment

property increased by €4.2 million, from €1.4 million

ended 31 December 2017 and was myialresult of the amortization charges on new POS purchased in 2017.
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NonRecurring/extraordinary Items

The following table provides an overview of the aaturring / extraordinary items for the years ended 31 December
2017 and 2016, as reported in theanagement accounts.

Year ended 31 December

2017 2016
Ay € AT

Norrrecurring/ extraordinary ITEMS........c.uviiii i (16.6) 79.3
Nonr ecurring / extraordinary expenses in the year ended
of:

1T acharge of € 1 4-offproject cbstsifootime trinsfarmation program initiated by the Sponsors
and for VAT costs of capitalized POS terminals due to mandatory requirements.

T a charge of €2.2 million for company restructuring
In the year ended 3December 2016 the profit was mainly influenced by meourring income arising from thgain on
the transfer of the Visa EU share (€83.6 million). For

Annual Financial Report 2016.

Income axes

The following table provides an overview of the income taxes for the years ended 31 December 2017 and 2016.

Year ended 31 December

2017 2016
Ay € WALT

INCOMIE TAXES ...ttt ettt r ettt e e e e e s st r e et e e e e e e e s e s a e reees (24.2) (33.4)

I ncome taxes decreased by € 9. Zaxpmefil. | i on, or 27.5%, due
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Profit for the year attributable to the owners of the parent

The following table provides an overview of the profit attributable to the owners of the parent foye¢hes ended 31
December 2017 and 2016, in each case, as reported pursuant to IFRS.

Year ended 31 December
2017 2016
AY € YAff

Profit for the year attributable to the owners of the parent............ccccooeeiiiiien 49.3 130.0

Profit for the period attributableta he owner s of the parent decreased by £

As mentionedprofit for the year ended 31 December 2016 was mainly influenced byr@curring income arising from
the gain on the transfer of the Visa EU share (€ 83.6 1

Liquidity and Capital Resources
Overview
The table below shows cash flow statement information for the years ended 31 December 2017 and 2016.

Year ended 31 December

2017 2016
(in € millions)
Net cash generated by operating activitieS........ccccoeeveveiiii e, 13.3 246.0
Net cashused in iNvesting actiVitieS..........cceeeeeiiii e (22.6) (12.7)
Net cash used in financing actiVities..............uvvvieiiiiiieiiinii e, (130.0) (147.0)
Net increase/ (decrease) in cash and cash equivalents, net of bank deposit (139.3) 86.2
Cash and cash equivalents net of bank deposits/overdraft at beginning of y 93.9 7.7
Cash and cash equivalents net of bank deposits/overdraft at end of.year.. (45.4) 93.9
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In the year ended 31 December 2016 the change in operating activitiebreamting activities was influenced by the
dividend in respect of the fiscal year 20E5133.5 million), due to the transfer of this amount from Equity (decrease) to
Other liabilities (increase). The dividend was paid in November 2016.

In 2017 the Cashdw has been influenced by the transfer of the business unit to Intesa Sanpaolo (effective 1 October
2016) and by the acquiring contract with Banca ITB that was terminated by mutual agreement (from 1 December 2016).

The balance of bank deposits has alsorbaffected by:
1 payment of dividend to Latino &129.99 million (occurred on 24 April 2017)
1 reimbursement of the financing f 95 &illion to Intesa Sanpaolo (occurred on 28 April 2017) and opening of a
new financing with Latino &845 million (occurred 027 April 2017)
1 receipt of€17 million from Latino related to the Visa shares sale (occurred on 27 April 2017).

Capital Expenditures

Mercury Payments has always focused on maintaining a high quality of services for its customers, a major one of which
is Intesa Sanpaolo Group. To support the business strategy and development plans,equataditures are incurred.

Year ended December 31,

2017 2016
Ay € AL A
Maintenance capital expenditures............ccoovvvvveeiiieieiiiiiie e eeeeaens 20.3 12.8
Capital eXPenditUres .......cccccccceiiiiiiiiriririrresesssssssssssssssssssssssssssssssssssssssnsssssssssnns 20.3 12.8

In the year ended 31 December 2017 the maintenance capital expenditures mainly related to the ICT infrastructure and
the acquisitions of POS terminals. The investments in POS is due to the reconsideration of POS procurement strategy.
Like all members of #hVisa and Mastercard international circuits, Mercury Payments is subject to the mandates of the
international schemes establish over time; some of these mandates set forth security requirements and specific
functionalities for all the POS devices to betméhin binding deadlines. Mercury Payments therefore drew up a plan

to upgrade the POS devices to comply with the mandates of the International schemes.
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Qualitative Disclosure on Risk
Credit Risk

Supervisory instructions define credit risk as the risk that a counterparty will possibly fail to meet its obligations in
lending transactions. Payment institutes that grant financing in accordance witBahk of Italy regulation of Ma¥7,

H N MSupedsory provisions for payment aneéngoney institute$ ¥ O K caldiil&eNd capital requirement for credit

risk equal to 6% of the financing disbursed. The loans granted for credit card payments with credit cards with monthly
settlements are excluded.

Mercury Payments currently issues only a few credit cards with monthly balances and, therefore, this capital
requirement was nil at 31 December 2017. In 2017, Mercury Payments exclusively manage a small portfolio of private
cards that can only be used dite points of sale of its customers, with which it has signed agreements for the issue and
management of the cards. Moreover, the issuer bears credit risk in these cases.

Mer cury Payment s credit risks ar e oamatndludesamauetddugefaronnect e
“operations” arising from its other instrument al or acc
transactions. Recoverability risk on other credit transactions with customerslémating transaction) is, iany case,

limited due to the quality of the counterparties (mainly Intesa Sanpaolo or companies of the Intesa Sanpaolo Group)

and the residual life of the amounts due (mainly due on demand/within one year).

Market Risk

Mercury Payments estimates that thei®eno interest rate risk and price risk given the nature of its business activity.
Additionally, there is no currency risk given the nature of its business activities because almost all the operations are
settled in Euro.

Operational Risk

Operational 15k is the risk of losses arising from inadequacies or weaknesses in internal procedures, human resources or
internal systems and external factors. This risk also comprises legal risk, which is the risk of losses due to vittegtions of
law or regulationscontractual or norcontractual liability or liabilities arising from other disputes, ICT risk and model
risk. It does not include strategic and reputational risks. For 2017, Mercury Payments completed the framework for
operational risk management thatimsanaged via an independent model by adapting the model used by Nexi to Mercury
Payments needs, given the company's inclusion in the regulatory consolidation scope of Nexi Group (with regard to Risk
Appetite Framework; ICAAP /Capital Adequacy; Risk MongprMercury Payments applies the supervisory provisions

for payment institutes at an individual level. The Board of Directors of Mercury Payments approved the guidelines for
operational risks, which were subsequently published in internal regulationsiegwith Loss Data Collection (LDC) and

Risk Control Sehssessment (RCSA) rules. The guidelines establish the regulatory framework, the goals, the
organisational units involved and the operational risk management process. The LDC rules introducedmlogittzd
framework and the process to manage operating loss events, while the RCSA rules govern the annual assessment process
covering operational risk management.
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Liquidity Risk

Liquidity risk is the risk that the Mercury Payments is unable to mepbigsnent commitments when they fall due.

Unt il 15 December 2016, Mercury Payments foll owed I ntec:c
Management ” . Bank current accounts are currently held
demand” category of assets and liabilities. The asset:
classified as “on demand.” There is nothing to report

tasks necessary tmanage the Visa and Mastercard settlement acquirer in foreign currency (at present limited to GBP
and CHF).

Critical Accounting Policies

Please refer to Accounting Policies disclosure in the notes to the Mercury Payments financial statements as déscribed a
Annex A.
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8 THE BUSINESS

8.1 Nexi Group

Nexi wadounded in 1939 by six Italian cooperative, or popolari, banks as a joint undertaking to provide essential
banking infrastructure to the entire network of [Italy’:
expanded services offered overe course of the following decades. In addition, they broadened the shareholder base

to include other types of banks. Driven by emerging outsourcing trends and growing economies of scale, they grew the
service offering both organically and through a esrof synergistic acquisitions

Services

The Nexi Group is a leading Italian payment banking group, providing indestliyng services to cardholders,
merchants, banks, public sector clients, funds and other corporations. By virtue of idivegifiedbusiness portfolio,
the group is present across the entire payments value chain. The Nexi Group operates its business through the
following six main businesses:

9 its card issuing business, which is marketed through the Nexi Payments brand;

1 its merchant acqiing and POS businesses, which are marketed through the Nexi Payments brand,;

1 its Payments Business, which uses the Nexi brand and consists of banking and clearing services and digital
corporate banking services;

9 its Securities Services Business, whichprises fund services, global custody services and investment services
and is promoted using the Nexi brand;

1 its BPO Services Business, which is advertised through the Oasi brand; and

9 its Bassilichi Payments subsidiary, which comprises payment and arsgitaiges.

Card Issuing
Overview

The Nexi Group’ s Nexi Payments card i s s-ssuergithBigndidam e s s i ¢
scale in Italy.

Through Nexi Payment s card i ssui ncgrdshocsnsumers typically throughs s u e «
a partnership arrangement with a partner bank. While most of the payment cards issued by Nexi Payments are credit or
charge cards, it is believed there are significant opportunities to expand its already strong grés@nepaid cards in

Italy.

In addition to traditional payment cards (which themselves include recent innovations such as contactless payments),
Nexi Payments offers mobile solutions such as theadlet MySi, clouebased digital payments (i.enpst card

emulation), integrated POS solutions and orohannel payment solutions (that is, payment by mobile phone or tablet,
online or in a store).

Nexi Payments operates the business model in our card issuing business in two ways: the traditional licensing model
and the licensing associate model, servicing and direct issuing/ acquiring.
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Merchant Acquiring and POS

Overview

Nexi Group is the largest merchant acquirer in Italy, with a 76% market share by value of payment card transactions on
a pro forma basis fahe year ended 31 December 2017 (excluding Pago Bancomat) and we are the leading merchant
acquirer for online payments in Italy. We are the leading provider of POS management services in the Italian market,
managing approximately 1.4 million POS termifiatshe year ended 31 December 2017 and we hold a 57% market

share by number of managed POS as at 31 December 2016. Merchant acquiring encompasses the full scope of services
that are necessary to enable a merchant to accommodate and execute digital pesyriNexi Payments equips both

offline and online merchants with digital payment solutions (POS management) and handles the digital payments that
they transact (merchant acquiring). Nexi Payments may act as one or more of the card issuer, merchantaudjuirer

POS manager with respect to the same transaction, but its card issuing, merchant acquiring and POS management
services each function independently and are compatible with those of other major providers.

POS Management

I n Nexi Paymenitsst ROSsbasdnmasagés physical and online
it configures, activates, maintains and provides helpdesk services for POS for merchants. Nexi Payments POS are
typically distributed through partner banks, and generally @ed with other merchant acquiring services.

Other Nexi Payments Business Units

In addition to card issuing, merchant acquiring and POS management, Nexi Payments generates revenue from three
smaller business units: debit servicing, ATM management andLitedpservices.

Debit Servicing

Nexi Payments debit servicing business unit involves processing domestic debit card transactions as a servicer for
partner banks in connection with PagoBancomat transactions. PagoBancomat is a trade name that denotesan lItali
payment network for debit card payments at enabled managed POS terminals.

ATM Management

Nexi Group is the largest ATM manager in Italy, managing approximately 21,200 ATMs for the year ended 31 December
2017 and accounting for 43%, of the marketbynemb of managed ATMs as at 31 Decen
ATM management business unit involves thegetand maintenance of ATMs Italy on behalf of bank customers.
Management of ATMg&akes various forms, subject to the requirements of customers anges from the complete

management of an ATM fleet to parts of the value chain such apmueessing. Revenue is typically generated from

fees for each managed ATM and each transaction execut ec
banksus ng t he Nexi Payments brand, whil e isbmmxdeda®ay ment s’ S
Qui Mul ti Banca. We intend to further develop Nexi Paymer
branch closures and transformations in favour asrmmlimited physical infrastructure is expected to continue.

HelpLine
Nexi Payments’ HelplLine business unit is marketed to cl

call centre that offers customer service to both cardholders and merish&evenue is generated from fees for
inbound and outbound calls.
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Payments Business

The Payments Business manages approximatblyl | i on transactions per year. Thr
Business, it is:

« one of the leading providers of SEPfeibank clearing services in Italy by number of transactions; and
» the #1 provider by number of transactions processed through the CBI Gateway.

The service offering in the Nexi Gr banknganddkaringredoesasnd Bus i r
(ii) digital corporate banking

Banking and Clearing Services

This service offering ranges from the supply of payments infrastructure and payments management to clearing,
settlement and intermediary services.

Through the clearing and settlementrs&es business lines, Nexi provides domestic and SEPA services compliant with
standard interbanking schemes. Within the Italian market, Nexi operates as a clearing house for domestic and SEPA
payments. For example, it exchanges collection and paymentosde b et ween banks. Nexi’' s cl e
encompass ACH and SEPA services, as well as EBA Clearing SEDA services.

Intermediary services include services provided to customer banks to manage interbank payments and collections of
bills, checks, pensiorand social security vouchers, cash letters and others, as well as relatedffiaelactivities.

Within this business Nexi also provides payments and collection management to select large corporate and public
sector clients such as Autostradelepass, merican Express, INPS, AGEA and ISMEA.

Additionally, Nexi manages cresrder payments on behalf of corporate and bank customers, including credit
transfers and girecredit transfers in euro and foreign currencies.

Revenue in Nexi ' services bukinessgnit & getheratel feom feesrbasedson the number of
transactions or fixed fees charged for recurring services. Additionally, Nexi generates net interest income from deposits
by, and loans made available to, its customers.

Digital CorporateBanking Services

This service offering is aimed at digital solutions that help corporate clients manage all their bank accounts and
payments.

I n Nexi's digital corporate banking divisi oanolentsNtkexi s upy
offering includes white label digital solutions allowing banks to establish their own branded corpdratkimg

platform, specialised payment platforms, applications for invoice management and storage and other financial supply
chain producs, enabling prepaid card recharging, payment of bills, payment of postal orders and other services via the
internet, mobile phonesorATMApart from banks, Nexi also serves |l arge
corporate customers typicallyely on its services for the installation of their grewide bank account and payment

management systems. These large corporate clients are typically referred to Nexi by one of the partner banks under
Nexi’' s card issuing or inserbcuhsa mte sasc quuiirti mag spol agtrfoovri dse.s TN
services. The CBI Gateway is an Italian payment platform that was initially designed to facilitate interbank payments

and communication. It was subsequently integrated into a payment hubcalsoecting public authorities and allows

for direct payment collection and delivery of supporting documentation between banks and public authorities. Nexi is

the #1 provider by number of transactions in CBI Gateway services.
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Nexi also provides two accoubtsed services that target eCommerce customers, which are PagoBancomatWeb
(enabling PagoBancomat cards for eCommerce transactions) and MyBank (the eComenadilegl service provided by
EBA Clearing that uses SEPA Credit Transfer).

Revenue i nlcdoipomte baskinglsergded basiness unit is generated from fees based on the number of
e-banking workstations, fixed fees charged for recurring services and piujsetd service fees.

Securities Services Business

The Nexi Gr ou p’ s ingss cousists of fuedsen@esy glolhakcestody Barvices and investment services
and holds market leading positions in the mutual funds and pension funds space. Nexi provides-tiugbsh#lf and

highly customised solutions to its customers, which inelpénsion funds, mutual funds and other Italian banking and
financial institutions.

Fund Services

Nexi is the fourtHargest provider, and the only significant Italisrcorporated provider, of administrative services to

mutual and pension fundsinltalle xi s cust omers in this business unit r
real estate funds to private equity funds and funds of
acting as transfer agent and performing net assetvalNAV*) cal cul ati ons for such fund
with depositary bank services.

In its role as depositary bank, Nexi acts as depositary bank for Italian open and closed pension funds, open mutual

funds, funds of funds, private equityando s ed r e al estate funds. The assets g
activities also constitute the Nexi Group’'s primary sol
in Italy.

Revenue in Nexi’'s fosndeneertieded riopunsifeess barsietd ion t he

held in deposit for a customer and the number of investors in the fund. Additionally, Nexi generates net interest income
from deposits by, and loans made available to, fund customers.

Globd Custody

The Nexi Group’s Securities Services Business al so engsze
and securities lending services and provides back office services for brokerage, market making and fund services. This
businesaunit generates revenue from fees based on the amount of assets under custody and the number of

transactions settled, respectively.

Investment Services

The Nexi Group’s investment services unit pmakets,sdes br ol
market making and institutional sales trading. It generates revenue from fees for each executed transaction, research
and consulting services and profits from proprietary trading.

BPO Services Business

Through the BPO Services Business, the Giexip offers business outsourcing services to Italian companies in the four

key areas of (ignt-mo ney | a VAMI ¢ r iam gjoukcruoswt o KYEr) (p“r o ¢ eaywlatos seportifg, i )

(iiiy compliance and internal governance and (nfprmationand communi c at iIG'n)s steeccuhrniotlyo. g yT
Group markets its BPO Services Business under the Oasi brand.
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As part of the Nexi Group’s AML and KYC services, it of
the risk profling of their customers. Nexi employs the GIANOS software for the identification of suspicious activity, KYC
procedures and the assessment of customers’ risk profil

solutions and offersconsuli ng ser vi ces. Nexi's portfolio of complianc
consulting, outsourcing and espurcing services for governance and control functions, risk assessment and the
development of valuation and control methodologies. Teersvi ce of fering in Nexi’'s |ICT

of consulting services, the development of software solutions, outsourcing and system integration services with respect
to cybersecurity, ICT risk and compliance, antifraud measures and bssioesinuity.

The Nexi Group provides astioney laundering, consulting, outsourcing services and regulatory reporting for a large
number of financial institutions. Revenue in this business unit is generated from fees for outsourcing services, trading of
proprietary and thirdparty software and consulting services.

Other Nexi Group Activities

The Nexi treasury function manages the Nexi Group’'s fir
level. It provides the large majority of NéXiay ment s’ funding requirements, using
Services and Payments Businesses. Additionally, the tre

the related accounts with banks, and operates on the interbank dégysjsecured and unsecured) market to ensure
that daily and intradaily requirements for settlement activities can be satisfied. Treasury also ensures that the group is
adequately protected against currency risk.

Bassilichi Payments
Overview

Bassilichi Payments is a leading Italian payments group, which Nexi acquired in July 2017. Built oniaglaizeg
relationship with BMPS, one of Italy’s | argest banks b
Payments prodes payments, business process outsourcing and other services to financial institutions, merchants and
business clients.

Bassilichi Payment s’
management and CBI Gateyaervices.

key busi ness -delviceekibsk ananagenfer®d Scashma n a ¢

POS Management

Bassilichi Payment s’ POS business is carried odd- thr ouc
business model (which is akin to Nexi P-@-ynenchant s ’ l' i censi
dstribution model (which is akin to Nexi Payment s’ dire
eCommerce

Bassilichi Payments manages a midéitured online payment gateway service, developethi@use, which supports
merchants in their eCommerce selling activities, several banksremdhant acquirers in Italy and Eastern Europe.

SelfService Kiosk Management

Bassilichi Payments provides fleet management forsmifice kiosks, such as information terminals placed in bank
branches and hospitals. Bassilichi Payments also providedrach solutions for banks under this service.
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Cash Management

Bassilichi Payments

business also involves ATM manager

behalf of customers. The management of ATMs can take various forms, subjedtth e i ndi vi dual custo

requirements, and ranges from the complete management of an ATM fleet to parts of the value chain such as pre
processing.

CBI Gateway Services

Bassilichi Payments provides the necessary ICT infrastructure to enable its customers to participate in the CBI Gateway.

8.2 Mercury Payments

Mercury Payments was founded in 1988 by the Italian Trading and Merchant association. In 1997, Intesa Sanpaolo
acquired Mercury Payments and developed it into the second largest issuing and acquiring processing platform in the

Italian market. In 2015, the merchant acquiring business of the Mercury Payments was spun out into Intesa Sanpaolo,

defining the perimeter &Mercury Payments for purposes of the acquisition of Mercury Payments.
Overview

Mercury Payments is a leading Italian payments institution, operating the payment processing platform for card
payments through credit, debit and prepaid cards issued bydned t al y’' s | argest banking
which is also the secoHddrgest card issuer in the Italian market with a stock of approximatelyrhélidn issued

credit, debit and prepaid cards and a market share of approximately 17% as of 31 De@&hbe

Mercury Payments manages credit, debit and prepaid cards issued by Intesa Sanpaolo, including the authorisation
process, clearing activity with the operators of the payment networks, management of financial flows and all ancillary
activities conneted with the performance of the services under the ATM, POS and Card Issuing Contracts. In return,

Mercury Payments receives from Intesa Sanpaolo a monthly fee, with tiered pricing based on the type of card provided.

The Mercury Payments also collaborateith Intesa Sanpaolo in connection with product development.

Payment Processing (POS/ATM)

Mercury Payments is one of the leading POS processing and servicing providers in Italy. Mercury Payments undertakes

POS solution design, authorisation, transactioagassing and routing, and is a market leader in Italy for mobile POS.
Mercury Payments generates revenues in POS under its contracts with Intesa Sanpaolo based on the value of
transactions, plus a monthly fee for each POS (which varies depending on wtnetH&®S terminal is a physical device
or a mobile device).

ATM management relates to the management of the authorisation process relating to withdrawal and cash transfers
through payment cards at | ntesa Sanp addertihancillary adsvities.tith e
generates revenue from a fixed fee for each transaction processed at an Intesa Sanpaolo ATM.

Other Services

In addition to its core payment processing services, Mercury Payments also generates revenues from other services
(such as data capture and virtual cards)
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8.3 Employees

Employee numbers for the Mercury Group as at 31 December 2017 were as follows:

As at 31 December 2017

HC FTE
Holdco 4 3
Nexi Group
Senior Managers 102 102
Middle Management 723 715
Other employees 1,958 1,825
Temporary Staff 25 25
Latino Group
Managers 8 8
Middle Management 26 26
Other employees 247 236
Temporary Staff 19 19
Total 3,112 2,959

8.4 Customers

As of the date of this Annu&inanciaReport, we are not aware of any material changes in our customers. For a detailed
description, please refer to the likiled section in theCleansing Statement and the Listing Particulars

8.5 Suppliers

As of the date of this Annu&linanciaReport, ve are not aware of any material changes in our suppliers. For a detailed
description, please refer to the likitled section in theCleansing Statement and the Listing Particulars

8.6 Material Contracts

Other than as disclosed below, we are not awaramf material changes in our material contracts as of the date of this
Annual Financial Report. For a detailed description, please refer tGld@nsing Statement and the Listing Particulars

8.7 Information and Communications Technology

As of the date othis Annual Financial Report, we are not aware of any material changes in our information and
communications technology. For a detailed description, please refer toQleansing Statement and the Listing
Particulars

8.8 Intellectual Property

As of the dg&e of this Annual Financial Report, we are not aware of any material changes in our intellectual property. For
a detailed description, please refer to tieansing Statement and the Listing Particulars
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8.9 Property, Plant and Equipment

As of the dateof this Annual Financial Report, we are not aware of any material changes in our property, plant and
equipment. For a detailed description, please refer to @leansing Statement and the Listing Particulars

8.10 Insurance

As of the date of this Annualrfancial Report, we are not aware of any material changes in our insurance coverage and
policies. For a detailed description, please refer to @eansing Statement and the Listing Particulars

8.11 Legal Proceedings

We become inwed from time to time in various claims and lawsuits arising in the ordinary course of our business, such
as employee claims, disputes with suppliers and customers, and proceedings initiated by public authorities. To our
knowledge, we are currently not inveld in any legal proceedings which, either individually or in the aggregate, are
expected to have a material adverse effect on our financial position or results of operations. We note, however, that the
outcome of legal proceedings can be extremely diffimupredict, and we offer no assurances in this regard.
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9

RISK FACTORS

The risks and uncertainties described below are not an exhaustive list of the risks the Mercury Group faces. Additional
risks and uncertainties of which the Mercury Group are not aware or that are currently belidaedrtmaterial may also
adversely affect the business, financial condition and results of operations and the ability to fulfill the obligations under
the Notes and the Indentures. If any of the possible events described below were to occur, our mesiceds;dndition

and results of operations could be materially and adversely affected. If that happens, the trading prices of the Notes could
decline, Bondco may not be able to pay interest or principal on the Notes whdradtegs that may cause our taal

results to vary from projected future results include, but are not limited to the risks set out below:

A

Economic conditions in Italy may adversely affect consumer spending in Italy, which may adversely impact our
revenues and profitability.

Our busines may be affected by political uncertainty in Italy.

Our operations are dependent on ICT and information systems and any disruption of our or our outsourced
information systems, whether widespread or localized, could adversely impact our operations.

The ondition of the Italian banking sector may affect our business.

Certain parts of our business are subject to significant revenue concentration and we depend on our relationships
with our partner banks which are our primary distribution channel for our ess. If we are unable to maintain
these relationships, or if our partner banks are unable to maintain relationships with merchants or cardholders, our
businesses may be adversely affected.

Our business is subject to a variety of complex regulatory regiameschanges in law and regulation impose or could
impose operational restrictions on us, increase our expenses and/or otherwise have a material adverse effect on our
business.

Competition for each of our businesses is intense and our business couldrbechshould we lose market share or
fail to gain market share as a result of competition.

We face the risk of our bank customers insourcing the services we currently provide.

Consolidation in the Italian banking market could adversely affect our busines®sults of operations by reducing
the number of our customers and increasing the risk of insourcing or the impact of our customers switching to a
different service provider.

It may be costly for us to remain at the forefront of new technological dearakents and changes in the payments
services industry, and a markdisruptive technology or service in the payments industry or changes in the
regulations governing the payments services industry could adversely affect our results of operations, financial
condition and prospects.

We are subject to potential credit risk from our customers, as well as short term credit risk from our partner banks.

Fraud by merchants, cardholders, suppliers or others could have a material adverse effect on our biirsamess,
condition and results of operations.

We may incur liabilities for the actions of our directors, employees, agents, representatives and intermediaries.

Changes in payment network rules or standards could adversely affect our business, finarditadicand results
of operations.
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A we rely on various financial institutions in connection with our clearing and settlement activities.
A our business is subject to fluctuations and we require periodic funding for working capital needs.
A As a former member ofisa Europe, we may become liable for liabilities and losses of Visa Europe.
A

We may become | iable for liabilities related to our f
PIN Security Program.

A Regulation in the areas of privadgformation security and data protection could increase our costs and affect or
limit how we collect and/or use personal information and our business opportunities.

A Unauthorized disclosure of data could expose us to liability, protracted and costlyiditigaffect our operations
and damage our reputation.

A weare subject to liquidity risks.

A The EU Interchange Fee Regulation may adversely affect the results of operations of our Merchant Services &
Solutions segment.

A Our selective acquisition strategy exggsus to risks, including the risk that we may not be able to successfully
integrate acquired businesses.

We may not be able to attract, integrate, manage, and retain qualified personnel or key employees.
Our risk management policies and procedures mayheofully effective in mitigating our risk exposure.

We are subject to the risk of litigation and other claims.

o Do Do Do

Our insurance coverage may not be adequate to cover all possible losses that we could suffer and our insurance costs
may increase.

A our businessnay suffer if we are sued for infringing the intellectual property rights of third parties, or if we are
unable to obtain rights to thirgbarty intellectual property on which our business depends.

A we may require additional capital in the future, which mmt be available to us on commercially favorable terms,
or at all.

A ifwe experience labor disputes or work stoppages, our business could be materially adversely affected.

A Our real estate portfolio may be negatively affected by the deterioration of residleand commercial real estate
markets, and we may be required to record impairments.

A Goodwill, intangibles and investment impairments may have negative effects on our results of operations.

A chan ges in tax | aws or c¢ haduldadvegselysaffdctour results of@pesatiops asd t a x
financial condition.

Al s o RisksPeleigs* i n t he notes to Holdco’'s consolidated finan:
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10 MANAGEMENT
Mercury UK Holdco Limited

Mercury UK Holdco Limited is a limited liability company incorporated under the laws of England & Wales and was
incorporated on 15 June 2015. It is registered in England & Wales under company number 09638089 and its registered
office is 111 Buckingham Paé&aRoad, London, SW1W 0SR.

Board of Directors

The Board of Directors is currently made up of 7 member
as of 30 April 2018:

Name

Giovanni Camera (appointed 17 March 2017)
Christopher Joh@oombe (appointed 9 February 2017)
Emanuele Cuccio

Christophe Patrick Marie Victor Jacobs Van Merlen
Giles Reaney (appointed 4 April 2017)

Nicholas Simon Rose

Jill Isobel Whittaker

Nexi Group

Nexi is recorded in the national register of banks as BgxiA. Nexi is the ultimate parent company of the Nexi Group
and governs the operating group, whereas the | ssuer, th
Mer cury G@Gingstrycture. h o

In addition to Nexi, the Nexi Group also includes the following members:

1 Nexi Payment$.p.A., a financial company recorded in the Register of Payment Institutions pursuant to Art. 114
of the Italian Banking Act, and in which Nexi had8.74% equity interest;

9 Oasi Diagram-Outsourcing Applicativo e Servizi InnovaByp.A., a service company that is a whollyned
subsidiary of Nexi;

I Help LineS.p.A., a service company in which Nexi holds a 70% equity interest; and

1 Bassilichi S.p.Aa,service company in which Nexi holds a 100% equity interest.

As the intermediate holding company of its regulated banking Group, Nexi is responsible for the supervision of its
subsidiaries with respect to their compliance with applicable regulationsi &lea instructs the other members on
compliance with orders issued by the Bank of Italy rel
execution of these functions rests wit h bjNmeBdard& Diectps s CE
and Executive Committee.
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Board of Directors

The Board of Directors is currently made up of 15 membe
Directors is Corso Eur opa ldiBector2goveraszhe bberhtiaggroupl Setafdrtly helowN e x i
are the members of Nexi's board of directors as of 30 /

Name

Federico Ghizzoni (appointed 21 April 2017)
Francesco Casiraghi

Franco Bernabé

Giuseppe Capponcelli

James Gerald ArthiBrocklebank

Jeffrey David Paduch

Larry Allan Klane

Luca Bassi

Michaela Castelli

Ottavio Rigodanza

Paolo Bertoluzzo

Robin Marshall

Simone Cucchetti

Stuart James Ashley Gent

Umberto Colli (appointed 21 April 2017)

The Nexi's Board of Directors appoints the Risk Commit
Remunerations Committee and the Supervisory Body pursu
Board of Directors can estasih other norexecutive committees, determining their composition, powers, duration and
working procedures. Set forth below are the most important Nexi Committees as of the date of this Annual Financial
Report:

1 The Risk Committee consists of 5 retecutive directors (3 of whom are independent). The objective of the Risk
Committee is to support the Nexi's Board of Directors with respect to the management of risks and the internal
control system.

1 The Related Parties Committee consists of 3 independiirtctors. The objective of the Related Parties
Committee is to ensure that minor and major transactions with Related Parties comply in form and substance
with regulatory requirements

1 The Remuneration Committee consists of 3 independent directors. Thectodgeof the Remuneration
Committee is to support the Board of Directors in matters concerning the remuneration of personnel.

1 The Strategic Committee consists of 8 directors. The objective of the Strategic Committee is to support the Board
of Directors byproviding advice and nehinding opinions on issues concerning specifically: the financial and
operating performance of the Nexi Group and its various business lines; the strategic plan and the business plans
of the main initiatives; commercial strategiend policies; the evolution of the Nexi Group's organisational
models and structures, the Nexi Group's main projects, accounting policies; M&A deals, liquidity, financial
investments, and credit management.

Additionally, the Board of Statutory Auditors fems the tasks of the Supervisory Body pursuant to Italian Legislative
Decree No. 231/2001.
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As prescribed by Bank of Italy regulations, Nexi carries out an annual evaluation of the members of the Board of Directors
and its committees, who must have adedegorofessional skills and devote adequate time and resources to the
performance of their assigned duties.

Latino

Latino is a company registered and operating in Milan, Italy. Its registered address is Via Vittor Pisani 20, Milano, CAP
20124. Setforthbeow are the members of Latino’s board of direct

Name

Francesco Casiraghi
Luca Bassi

Simone Cucchetti

Mercury Payments

Mercury Payments is a company registered and operating in Milan, Italy. Its registered address@Wi@lRichard 7
Mi | ano, Mi | ano, 20143 I taly. Set forth below are the
2018:

Name

Alexander John Bowman

Bernardo Mingrone, Deputy Chairman
Jeffrey David Paduch

Giuseppe Dallona

Simone Cucchetti

Francois Gilbart

Stuart James Ashley Gent, Chairman
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Bondco

Bondco is a public limited company incorporated under the laws of Jersey. The business address of the members of the
Boardof Bondco is 47 Esplanade t&tlier, Jersey JEBD. No director has any conflict of interest or potential conflict of
interest between any of his duties to Bondco and his private or other duties. The secretary of Bondco is Crestbridge
Corporate Servicdsimited of 47 Esplanade, Btlier, Jersey JEXBD.

The persons set forth below are the current members of Board as of 30 April 2018.

Name
Fabio Cali

Giacomo Massetti
Katarina Safai

The Sponsors’ HoldCos

Each of the Sponsor s’ Hol dCos is a private |l imited com
Capital Limited and Mercury B Capital Limited currently has a Board of Directors consisting of two Directors, whereas the
Board of Director®f Mercury ABC Capital Limited consists of four Directors. The following table identifies the current
members of each Sponsor at30AdD20IBCol'hse Beearrd tafr yDiorfe cetaaccrhs o
is Crestbridge Corporate Servidgmited of 47 Esplanade, Belier, Jersey JEBD.

Mercury A Capital Limited

Name
Giles Reaney (appointed 4 April 2017)
Nicholas Simon Rose

Mercury B Capital Limited

Name
Christophe Jacobs van Merlen
Giovanni Camera (appointed on 25 April 2017)

Mercury ABC Capital Limited

Name

Justin Alexander Nuccio

Jay Corrigan (appointed 29 March 2017)
Philip Vaughan (appointed 30 March 2017)
Simon Hodges (appointed 30 March 2017)
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11 PRINCIPAL SHAREHOLDERS
Shareholders of Bondco

Bondco is ultimately owned by the Sponsors Advent, Bain Capital and Cledsichebeneficially hold 42.5%, 42.5% and

15. 0%, respectivel vy, of Bondco’'s issued and outstandin
ordinary A shares with a par value of €1e00f e@thO@ndadl
the ordinary shares carry equal voting rights. The corporate governance of the Bondco is regulated by the Investors
Agreement (as discussed in thelnedgastAgreemengf. t he Listing F

Shareholders of Bixi

Nexi is the direct subsidiary of Holdco which holds 89.07% of the shares of Nexi (disregarding the effect of treasury
shares). Holdco expects to purchase additional shares in Nexi over the near term.

Approximately 10.40% of the shares in Nexi are hgldninority shareholders (disregarding the effect of treasury

shares). As a result, a corresponding percentage of dividends paid by Nexi to Holdco, for further distribution to the
Sponsor s’ Hol dCos and the | s s uerNewhddsshdres equadto abproximatelyh e s e
0.53% of its share capital in treasury.

As a result, the Sponsors indirectly (subject to certaingestors also holding a minority portion of such share capital)
beneficiallyhold approximately 37.9%, 37.9% ahd8 . 4 %, respectively, of Nexi’'s 1iss
(excluding beneficial interests in treasury shares). Ne
shares with a par value of €8sP0 Abchofi Nekudsngoimboph 9 :
rights.

In order to comply with certain Italian regulatory requirements, the Sponsors do not solely and directly control Nexi, and
t he sharehol der s’ agreement of deoonbrdny of iteindipect shareHolgersadhalc | a r

exercise any power of “direction and coordination” over
exercised by the board of directors of Nexi. Nexi is the ultimate bank holding confganggruppo)of its regulated
banking group for Italian regulatory purposes. As a r es:s

to control Nexi is limited.
Corporate Structure

The Sponsors indirectly control Bondco through$hp onsor s’ NewCos. I n addition, the
Latino through the Sponsors’ NewCos, the Sponsor s’ Hol

Investors Agreement

The Sponsors, the Sponsors’ NewCos, the Spovestoosr s’ Hol d ¢
agreement with respect to their rights and obligations in connection with their direct or indirect investment in, and the
governance of, Holdco and its subsidiaries (the “Ilnvest

governanceules of Mercury ABC Capital Limited, Holdco and Bondco and set forth certain corporate actions that may

be taken only with the consent of the representatives of the Sponsors. The Investors Agreement provides certain
protective rights, such as premptiverights, to the Sponsors in the event of an offering of new shares, equity securities

or shareholder debt in Holdco, Mercury ABC Capital Li mi
tag-along rightsdragalong rights and rights ofrit offer in the event of a transfer of existing Investor Securities.

Moreover, the transfers of interests in the Investor Securities are restricted for a period gkfive, except for certain
unrestricted transfers (including, among other thingansfers to affiliates or a secured party) and transfers by
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Clessidra, as |l ong as Clessidra complies with Advent ar
provides a framework for the Sponsors to jointly exit from their investnienhe Group.

Under the I nvestors Agreement, each of Mercury (AIl) S.:
has the right to appoint one director, and Fidés p . A. (“Clessidra Newco”) has the
Mercury ABC Capital Limited, and resolutions of Mercury ABC Capital Limited require a simple majority vote at meetings

in which at least one director nominated by each of Advent, Bain Capital and Clessidra participates. Each of Advent Newco
and Bain Newco havthe right to appoint two directors, and Clessidra Newco the right to appoint one director, of each

of Holdco, Latino and Bondco, and resolutions of Holdco, Latino and Bondco will require a majority of votes which must
include one director nominated by eh of Advent and Bain Capital, and, in certain circumstances, one director nominated

by Clessidra. The Sponsors are not in a position $0 exe
Board of Directors. The majority ofthemeelo s of Nexi 's Board of Director is e
the shareholders of Nexi other than Holdco having the right to appoint the remaining directors. One director is the chief
executive officer of Nexi. Resolutions of Nexi Board rhbegpassed by a simple majority of votes, which should include

one (nonindependent) director nominated by each of Advent and Bain Capital, and, in certain circumstances, one
(nonrindependent) director nominated by Clessidra.

The Sponsors
Advent

Founded inl984, Advent is one of the largest and most experienced global private equity investors. With offices on
four continents, Advent has established a globally integrated team of over 190 investment professionals focused on
buyouts and growth equity investmé&in five core sectors. Since initiating its private equity strategy in 1989, Advent
has invested $40 billion in 335 private equity investments across 41 countries, and as of 31 December 2017, managed
$42 billion in assets. Today, as Advent did more B@ayears ago, it seeks to invest in wadsitioned companies and

partner with management teams to create value through sustained revenue and earnings growth.

Bain Capital

Bain Capital is a leading global private investment firm that advises and marsqued across several asset classes,
including private equity, venture capital, public equity and leveraged debt assets. Since its inception in 1984, Bain
Capital and its affiliates have completed over 450 transactions and have made investments in md8Ql@mpanies

in a broad range of industries, including healthcare, consumer/retail, financial and business services, industrials, and

technology, media and telecommunications. Bain Capital’
creaes value for its portfolio companies through its global platform and depth of expertise, managing approximately
$95 billion in total and |l everaging the firm s shared j

Capital has investofsom across the world that include sovereign wealth funds, public pension funds, foundations,
insurance companies, family offices, hgét-worth individuals and funds of funds. The firm has a strong track record of
investments in the European FinanciabdaBusiness Services industry, including its investments in the Cerved Group,
Concardis, Nets and Worldpay, as well as a number of market leading companies globally such as Bellsystem?24, Burger
King, Burlington Coat Fac tamsopite, S€aritas Direct amd FgmaKalaen, HCA, N o\
Headquartered in Boston, Bain Capital and its affiliates have offices in Chicago, Palo Alto, San Francisco, New York,
Dublin, London, Luxembourg, Munich, Melbourne, Hong Kong, Shanghai, Mumbai, Sydney and Tokyo.

Jessidra

Clessidra SGR S.p.A. is the leading private equity firm exclusively dedicated to the Italian market. It was formed in 2003
and has completed 21 transactions and 17 &, in its first fifteen years of operation, each involving targets
headquartered in Italy such as Anima, Cerved Group, Sisal, Pirelli, Balconi, Acetum and Buccellati. Leveraging the
significant experience of its professionals in the field of private equity and complex financial transactions, Clessidra SGR

has demonstratea strong ability to identify, execute and create value for its investments.
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Related Party Transactions

See Related party transactiols i n t he notes to Holdco’'s and Nexi Group’
Mer cury Pay me ndabstateneentsl i t ed f i na

Description of Indebtedness
Publicly and privately placed PIK notes
Bondco is the issuer of the following notes:

1. €900, 00% 000 B Seni or Secured Fixed Rate PIK Toggl
Secured Floating RafdK Toggle Notes due 2021 (both issued 13 November 2015);

2. €600, 000, O-placed Beniorv Fetued Floating Rate PIK Toggle Notes due 2021 (issued 15
December 2016); and

3. €600, 0 0¥®%,/ D786 Genidr Secured Fixed Rate PIK Toggle Notes duési#d 16 February 2017).

Revolving Credit Facility

The principal amount under the Revolving Credit Facilit
the acquisition of MPS Acquiring, DB Cards Acquiring and Bassilichi PaymanhthieAtate of this report, the Revolving
Credit Facility remains undrawn.
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12 ANNEXES
12.1 Annex A: Financial statements

Reference is made to the following financial statements which are available on our website (www.mercurybond.com):

Q) the audited annual consolidated financial statem of the Mercury Group as of and for the year ended
31 December 2017;

(2 the audited annual consolidated financial statements of the Nexi Group as of and for the year ended 31
December 2017;

3) the audited annual financial statements of Bondco as of andheryear ended 31 December 2017;

4) the audited annual financial statements bfercury A Capital Limiteds of and for the year ended 31
December 2017;

(5) the audited annual financial statements bfercury B Capital Limiteds of and for the year ended 31

December 2017; and

(6) the audited annual financial statements Bfercury ABC Capital Limited of and for the year ended 31
December 2017.
@) the audited annual financial statements of Mercury Payments for the year ended 31 December 2017
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12.2 Annex B: Group Structure

GROUP STRUCTURE AS AT 31 DECEMBER 2017

Mercury (AL} Meroury (BC)

Sl

27, 3% jol AEC

€£100m Undrawn
szolldnﬁ Credit
Faeility

€900 Original Fixed
Rate Motes

1

400m Private Placemant
Hotes

€200 Original
Floating Rate Notes

[
Mercury &
Capital Ltd
| nas
|
I
Mercury UK Holdcoo Limited |
|
s | |mucn
Mo S.p. A, Latine ltaly 5.p.A.
| O I 1 s I 0L
Mg
Dasi Ddagram Mercury
Pvls!l'l:l;m SpA HelpLine 5.p.A, P
. Services 5.p.A.
Bassilichi
SR
|
Subsidiaries

£4600m 2017 Notes

[ T4 Pastanass

95



