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Board of Statutory Auditors’ report
on the financial statements as of 31/12/2020

Dear Shareholders,

the Board of Statutory Auditors has examined the draft Financial Statements
for the year ended as of 31/12/2020 and the annexed Directors' Report on Operations and on the
Company's situation, which have been made available to the Board of Statutory Auditors by the
Board of Directors, in accordance with the legal terms set out in Article 83 of the Companies Act.
The Financial Statements for the year ended as of 31 December 2020 were prepared in accordance
with the provisions contained in the LISF and the Companies Act, as well as in accordance with the
provisions contained in CBSM Regulation 2016-02 on the Preparation of Corporate Financial
Statements and Consolidated Financial Statements of Authorized Entities. The Management's
Report adequately comments on and illustrates the performance for the year and provides

information on the outlook for operations.

Given that the Board of Statutory Auditors has not been entrusted with the legal audit of the
Financial Statements, the Board of Statutory Auditors monitored the general layout of the draft
Financial Statements, their composition, structure, the valuation of the Company's assets as well as
the Management Report on Operations, in compliance with legal provisions, the provisions of the

Supervisory Authorities and the IAS/IFRS international accounting standards, where applicable.

The financial statements for the year ended as of 31 December 2020 can be summarized in the

following data shown in thousands of Euros:

Statement of Assets and Liabilities
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Assets

Cash and cash equivalents
Loans

Trading securities
Investment securities

Shareholdings

Tangible and intangible fixed assets

Other assets

Total Assets € 985,310
Liabilities

Due to customers

Due to securities
Provisions for specific purposes
Provision for credit risks
Other liabilities

Share capital

Reserves

Losses brought forward
Loss for the year

Total liabilities € 985,310

Memorandum accounts
Guarantees given
Commitments

Profit and Loss Account

Interests received

€ 6,267
€ 589,960
€112,832
€ 54,614
€ 7,401
€106,749

€ 107,487

€571,354
€320,639
€ 4,044
€ 1,200
€ 51,947
€ 52,724

€ 3,834

ah

13,704

€ 8,229

€13,872

€31,451

€ 16,076
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Interests paid € 9,662

Dividends and other proceeds € 433
Net commissions € 5,478
Losses on financial transactions € 3,636

Imbalance proceeds/management costs € 234
Administrative costs € 14,283
Negative value adjustments on fixed assets € 1,385

Value adjustments on receivables and other assets € 3,159

Provision to risk funds € 2,287
Provision to risk funds € 2,287
Extraordinary profit or loss € 1,534
Income taxes for the financial year € 107
Loss for the financial year € 8,229

Prudential aggregates

Basic assets € 26,290
Additional assets € 13,464
Elements to be deducted €156
Regulatory capital € 39,598
Risk-weighted assets € 488,802
Solvency ratio 8.10%

The Management Report and Explanatory Notes to the Financial Statements contain additional
information deemed useful or required by specific legal provisions for a better understanding of the

above data and for a more detailed representation of company events.

This Report testifies to the results of the supervisory and control activities carried out by the Board

of Statutory Auditors of Banca di San Marino S.p.A. in the year ended as of 31 December 2020, in
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compliance with the provisions of the Companies Law Title Il, Chapter lll, as well as article VII, IX,9

of Regulation 2007-07 issued by the Central Bank of the Republic of San Marino.

As regards auditing, we remind you that the mandate was carried out by the independent auditing
company Summa Audit S.r.l whose auditing task was conferred at the Shareholders' Meeting on
21/12/2020 for the financial years 2020-2022 pursuant to articles 33 and subsequent of Law 165 of
17 November 2005 (LISF). The Auditing Company Summa Audit S.r.l. expressed its professional
opinion on these Financial Statements by issuing its report on 31 May 2021, drawn up in accordance
with Article 33 of the LISF, Article 68 of the Companies Act, as well as with CBSM Regulations 2007-
07 and 2016-02. Subject to certain disclosure requirements, in the opinion of the Independent
Auditors, the Financial Statements prepared by the Administrative Body give a true and fair view of
the financial position of the Bank as of 31 December 2020 and of the results of its operations for the
year then ended, in accordance with San Marino regulations governing the criteria for their
preparation. The managers of the Auditing Firm, with whom the Board of Auditors exchanged
information regarding the audits on the Financial Statements and the other audits carried out, did
not find any circumstances, irregularities or censurable facts worthy of reporting to the Supervisory

Authority or to the Board of Statutory Auditors;

In fulfilling our mandate, we carried out our supervisory and audit activities with reference to the
Articles of Association, the regulations dictated by the Companies Act and the LISF, as well as the
secondary provisions issued by the Supervisory Authorities. In particular, during the course of the
year, we monitored compliance with the law, the articles of association and respect for the
principles of correct administration, as well as the adequacy of the organisational, administrative
and accounting structure adopted by the Bank. In this regard, we verified the concrete
implementation of the obligations provided for by specific provisions issued by CBSM and the
Financial Intelligence Agency, in compliance with our official duties. This activity was also carried
out through direct inquiries and the collection of data and information from the heads of the main

corporate functions involved, as well as from the Auditing Firm.

We attended the Shareholders' Meetings and, except for single and justified absences, all the
meetings of the Board of Directors and obtained information on the general performance of

management, on its foreseeable evolution, on problematic activities involving the Bank, as well as
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receiving information on the most important economic, financial and equity operations. We
ascertained regular reference to the transactions carried out by the persons delegated in
accordance with the powers granted to them, by means of their presence at the meetings of the
Board of Directors. Company representatives also reported any positions in conflict of interest, in
accordance with current regulations, in order to allow for the implementation of correct decision-
making procedures. We ensured that corporate transactions were deliberated and formalised in
compliance with the law and the Articles of Association. We also supervised the adequacy of the
information and accounting system. We assessed the substantial legal adequacy of the internal
regulations adopted by the Bank, certifying its constant commitment to updating them in line with
regulatory developments. In relation to the regulations on preventing and combating money
laundering and the financing of terrorism, we ascertained the progressive transposition into the
Bank's internal regulations of the Instructions and Circulars issued from time to time by the FIA, as
well as the training activity of employees. We verified the strategic and management control activity
carried out by the Bank on its subsidiaries, as the supervisory body of the parent company,
requesting references to the Boards of Statutory Auditors of the main subsidiaries where deemed
necessary. We conducted our own checks on the internal control and risk management system,
carrying out targeted audits, expressing opinions and consents where required, with the assistance
of the Internal Audit controls; with regard to the second-level control functions, the interaction
concerned: the Risk Management Function; the Compliance Function and the Anti-Money
Laundering Function. The system of internal controls, as a whole, was found to be suitable for
guaranteeing the monitoring of risks and compliance with the rules and procedures laid down. In
2020, we received no reports from shareholders pursuant to art. 65 of the Companies Act. There
were no indications of irregularities in the conduct of company management, nor reports of
particular organizational shortcomings. No significant facts emerged such as to require reporting to

the Supervisory Authority.
It is deemed useful to draw attention to the following significant events:

Three-year Strategic Plan: the Supervisory Authority asked all banking institutions to update their
business plans in view of the changed macroeconomic and financial scenario caused by the spread
of Covid-19. In the meeting of 30 June 2020, the Board of Directors approved the new 2021-2023

Three-Year Strategic Plan which identifies the interventions aimed at strengthening capital and
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restoring corporate profitability. In the 2021-2023 Three-Year Strategic Plan, the Board of Directors
identified the interventions needed to try to bring the main prudential supervisory requirements
back into balance, which to date are well below the limits established by current supervisory
provisions. Having said this, the Board of Statutory Auditors recommended the adoption of
measures aimed at restoring capital adequacy and prudential parameters in line with the provisions
of supervisory regulations. With the aim of guaranteeing business continuity, the new Board of
Directors updated the Bank's Business Plan, which identifies the main measures considered
appropriate for resolving the above critical issues. The effectiveness of the strategies identified by
the Board of Directors and the achievement of the expected results will also depend on exogenous
and imponderable variables, linked more closely to the economic cycle, the dynamics of the San

Marino banking system, and the degree of trust placed in the Bank.

Bond Loan: by letter Prot. no. 20/6267 of 8 July 2020, the Supervisory Authority authorized the
publication of the Information Prospectus and the Issuance Regulations of the “Banca di San Marino,
4% fixed rate, 15 December 2027, subordinated amortizing” bond. The issue favors the

strengthening of the Bank's regulatory assets.

Asset Quality Review: by letter Prot. no. 20/5552 of 19 June 2020, the Supervisory Authority
favourably accepted the request for the extension of the terms provided for by Art. 40 of Law
173/2018, i.e., to defer the recognition of AQR adjustments in the profit and loss account on a

straight-line basis over a further 10 years, starting from the 2020 financial statements.

Investments in real estate: as of the date of this report, there is a significant real estate compendium
from debt collection that has not been disposed of within the terms set forth in Article VII.VII.2 of
CBSM Regulation 2007-07. On 28 February 2019, with the issuance of CBSM Regulation 2019-01,
the Supervisory Authority allowed banks to put these real estate “on income”, to fully or partially

cover the costs generated by them, pending the obligation to sell.

Upon completion of the specific checks carried out, the Board of Statutory Auditors can certify that
the Management Report is consistent with the Bank's Financial Statements as of 31/12/2020 and
illustrates the company's operating performance, highlighting current and future developments.
This refers both to so-called financial information and to so-called other information, such as risks

and uncertainties relating to the Bank's activities. The importance of credit risk, liquidity risk and
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market risk has been adequately highlighted. The explanatory notes illustrate the evaluation criteria
adopted and provide all the necessary information required by current regulations, including
information on credit, market, liquidity and operational risks. An analysis of the Financial Statements
for the year ended as of 31/12/2020, of the supervisory reports and of the other information in our
possession revealed an overall corporate situation marked by vulnerability in terms of asset quality,
capital adequacy, profitability as well as liquidity and internal organisation. The Board of Statutory
Auditors, in consideration of the above, taking into account that no remarks or reservations
emerged, expresses a favourable opinion for the approval of the Financial Statements for the year
ended as of 31 December 2020 and invites the Shareholders' Meeting to resolve on the loss

incurred.

Faetano, 14/06/2021

The Board of Statutory Auditors

Dott. Avv. Alessandro Geri

Dott. Andrea Righetti

Dott. Luca Marcucci
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INDEPENDENT AUDITOR’S REPORT

pursuant to article 33 of Law 165/2005, article 68 of Law
n 47/2006, Regulation 2007-07 and Regulation 2016-02
(Translation from the original Italian Test)

To the Shareholders of Banca di San Marino S.p.A.

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Opinion

AWe have audited the financial statements of Banca di San Marino S.p.a. (the Company or the Bank), which comprise the
statement of assets and liabilities as of 31 December 2020, the profit and loss account for the year closed as at that date
and the explanatory notes.

In our opinion, the financial statements give a true and fair view of the Company’s equity and financial position as of 31
December 2020 and results of operations for the year closed in accordance with the legislation in force governing the
drafting criteria.

Basis of opinion

We performed the accounting audit in accordance with the regulatory framework of the Republic of San Marino and with
the international accounting principles. Our responsibilities in relation to such principles are further described in the
section Responsibility of the auditing firm for the audit of the financial statements of this report. We are independent
from the Company in accordance with the regulations and the principles of ethics and independence applicable to the
audit of the financial statements. We deem to have acquired sufficient and adequate evidence on which to base our
judgment.

A note to public disclosure

Without prejudice to our judgment, we draw attention to the information provided by the Directors in the explanatory
notes to the financial statement as of 31 December 2020, in particular:
5. The financial statements of Banca di San Marino S.p.A as of December 2020 shows a loss for the financial year of

8.23 million Euros. This result, combined with the accumulated losses and the AQR adjustments entirely deducted
from the supervisory capital, define a capital ratio of 8.10%., below the minimum regulatory value. In the valuation
criteria in the explanatory notes to the financial statements, the Directors state that these circumstances did not
give rise to doubts as to the Bank’s ability to continue tooperate as a going concern, since the operating result has
considerably improved compared to the expectations of the previous Business Plan as it includes all the strategic
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decisions aimed to facilitate a gradual recovery of profitability and the progressive consolidation of profits during
the current year.

The Directors describe the actions of the 2021-2023 Business Plan, already presented to the Supervisory Authority
and necessary for the gradual realignment to full compliance with prudential parameters and for the recovery of
margins and cost containment.

In addition to actions that contain operating costs, develop commercial activities and reduce funding costs, the Plan
also provides for the disposal of the non-interest bearing assets using regulatory compliance instruments, as well as
the decrease of doubtful loans and the disposal of assets that falls outside of the financial intermediation, along with
the possible involvement of the shareholders regarding the Bank’s recapitalization process.

That said, the Directors, while noting the loss-making balance sheet in 2020 and the ratio below the regulatory
minimums, the hardship and uncertainties linked to the economic and financial crisis following the Covid-19
pandemic are arduous to estimate in terms of quantitative impact, is confident about the solutions undertaken that
will lead the Bank to a recovery of profitability and capital growth. The financial statements have, therefore, been
prepared on a going concern basis, as indicated in Part A of the Explanatory Notes Accounting policies

6. The Directors, in application to the Decree-Law n. 91 of 2020, in accordance with the previous Decree-Law of the
21th of April 2020, which foresees the possibility for companies to use reduced depreciation rates as a support,
assessing the actual reduction in productive activity in the order of around 41%, the directors reduced the legal rates
with a positive effect on the result for the year and on shareholders' equity of 680 thousand euro, as indicated in
the valuation criteria 9 Tangible fixed assets.

7. The Directors, during 2020, transferred financial instruments, from the free portfolio to the investment portfolio,
for a nominal value of 4.6 millions of Euros in which are included losses originated from the fair value evaluation at
the date of transfer itself, quantified in 570 thousand euro; this option, in accordance with the legal provisions of
BCSM Prot. N. 20/3582 of 04/06/2020, in view of the exceptional circumstances due to COVID 19 health emergency,
is better detailed and explained in the paragraph 5 of the Explanatory Notes to the Financial Statement.

Other aspect

The financial statements of Banca di San Marino S.p.A. as of 31 December 2019 was audited by another auditor, who, on
9 July 2020, expressed an unchanged opinion on these financial statement.

Responsibility of the directors and the board of statutory auditors for the financial statements

The Directors are responsible for the preparation of financial statements that give a true and fair view in accordance with
the legislation in force on their preparation, and within the terms provided for by law, for the part of internal audit
deemed necessary by the directors themselves to allow the preparation of financial statements without significant errors
due to fraud or unintentional behavior or events. The Directors are responsible for the assessment of the Company’s
ability to continue as an operating entity and in preparing the financial statements for the appropriateness of the use of
business continuity assumption as well as for adequate disclosure on the matter. The Directors use the assumption of
business continuity in preparing the financial statements unless they consider the conditions existing for the liquidation
of the Company, the interruption of business or have realistic alternative to such choices.

The Board of Statutory auditors are responsible for supervising, within the terms provided by the law, the process of
preparing the Company’s financial policy.
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Auditor’s responsibilities for the audit of the financial statements

Our objective is to acquire reasonable certainty that the financial statements as a whole do not contain significant errors,
due to fraud or unintentional behavior or events, and to issue an audit report that includes our judgment. Reasonable
certainty means a high level of security which, however, does not provide the assurance that an audit carried out in
compliance with the legislative framework of the Republic of San Marino and with the international auditing standards,
will always identify a significant error, if existing. Errors can result from fraud or unintentional behavior or events and are
considered significant if it can reasonably be expected that they, individually or as a whole, are able to influence the
economic decisions made by the users on the basis of the financial statements.

As part of the audit carried out in accordance with the international auditing standards, we have exercised our
professional judgment and maintained professional skepticism throughout the audit. In addition:

* We have identified and assessed the risks of material errors in the financial statements due to fraud or unintentional
behavior or events; we have defined and performed audit procedures in response to these risks; we have acquired
sufficient and appropriate audit evidence on which to base our judgment. The risk of not identifying a significant
error due to fraud is higher than the risk of not identifying a significant error arising from unintentional behavior or
events, since fraud may imply the existence of collusion, forgery, international omissions, misleading
representations or internal audit forcing;

* We have acquired a relevant understanding of the internal control for auditing purposes in order to define
appropriate circumstantial audit procedures and not to express an opinion on the effectiveness of the internal
control of the Company;

* We have assessed the appropriateness of the accounting principles used, as well as the reasonableness of accounting
estimates made by the Directors, including the related disclosure;

* We have reached a conclusion on the appropriateness of the use of the business continuity assumption by the
Directors and, based on the audit evidence, on the presence of significant uncertainty regarding events or
circumstances that may give rise to significant uncertainty, we are required to draw the attention in the audit report
to the related disclosure is inadequate, to reflect this fact in the formulation of our judgment. Our conclusions are
based on the audit evidence obtained up to the date of this report. However, subsequent events or circumstances
may result in the Company ceasing to operate as an operation entity;

* We have assessed the presentation, structure and content of the financial statements as a whole, including the
disclosure and whether the financial statements represent the underlying transactions and events in order to
provide a correct representation..

We have informed the manager of the governance activities, identified at an appropriate level, among other aspects, of
the scope and timing planned for the audit and significant results that emerged, including any significant deficiencies in
the internal control found during the audit.

Report on other provisions of law and regulations Judgment pursuant to article VIIl.l.1, paragraph 2 letter a) and b) of
Regulation no. 2016-02 issued by the Central Bank of the Republic of San Marino (The Regulation)

The Directors of Banca di San Marino S.p.a. are responsible for the preparation of the management report as well its
consistency with the related financial statements and its compliance with the Regulation as of 31 December 2020.
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We have carried out the procedures indicated in the Regulations in order to express an opinion on the consistency of the
management report with the financial statements of Banca di San Marino S.p.a. as of 31 December 2020 and on its
compliance with the Regulations as well as to issue a statement on any significant errors.

In our opinion, the management report is consistent with the financial statements of Banca di San Marino S.p.a. as of 31
December 2020 and drafted in compliance with the Regulation.

With reference to the declaration referred to in article VIII.I.1, paragraph 2, letter b) of the Regulation, based on the
knowledge and understanding of the company and the related context acquired during the audit, we have nothing to
report.

Bologna, 31 may 2021

Summa Audit S.r.l.

Gianluca Gai

Sotio Ammindstratore
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