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Introduction 

Mercury UK Holdco Lmited (“HoldCo,” and together with its subsidiaries, the “Mercury Group”) is the majority 
shareholder of Istituto Centrale delle Banche Popolari Italiane S.p.A. (“ICBPI,” and together with its subsidiaries, the 
“ICBPI Group”). HoldCo and Mercury Bondco plc (“BondCo”) together provide the information release attached as 
Annex A hereto (the “Information Release”) which contains an update on the Mercury Group’s financial performance for 
the twelve months ended September 30, 2016, preliminary financial information regarding the ICBPI Group’s financial 
performance for the year ended December 31, 2016, and certain other information relating to the pending acquisitions by 
the ICBPI Group of the merchant acquiring business of Banca Monte dei Paschi di Siena S.p.A., at least 92.24% of the 
capital stock in Bassilichi S.p.A. (as previously announced) and the merchant acquiring business of Deutsche Bank 
S.p.A. 

This Information Release or any part of it is for informational purposes only and does not constitute, and should not be 
construed as, part of any offer or invitation to sell, or any solicitation of any offer to purchase or subscribe for, any 
securities in the Mercury Group or BondCo, and it is not intended to provide the basis of any investment decision nor 
does it nor is it intended to form the basis of any contract for acquisition of or investment in the Mercury Group or 
BondCo, financial promotion, or any offer or invitation in relation to any acquisition of or investment in the Mercury 
Group or BondCo in any jurisdiction, nor should it be considered as legal, financial or tax advice in relation to the same. 
This Information Release does not constitute an offer of securities in the Mercury Group or BondCo to the public in Italy. 

This Information Release contains and refers to certain forward-looking statements with respect to the Mercury Group’s  
financial condition, results of operations and business. Forward-looking statements are statements of future expectations 
that are based on management’s current expectations and assumptions and involve known and unknown risks and 
uncertainties that could cause actual results, performance or events to differ materially from those expressed or implied in 
these statements. Forward-looking statements include, among others, statements concerning the potential exposure to 
market risks and statements expressing management’s expectations, beliefs, plans, objectives, intentions, estimates, 
forecasts, projections and assumptions. All statements other than statements of historical fact are, or may be deemed to 
be, forward-looking statements. Forward-looking statements are typically identified by words such as “anticipate,” 
“believe,” “could,” “estimate,” “expect,” “intend,” “may,” “plan,” “objectives,” “outlook,” “probably,” “project,” “will,” 
“seek,” “target” and other words of similar meaning in connection with a discussion of future operating or financial 
performance. All of these forward-looking statements are based on estimates and assumptions made by such entities that, 
although believed to be reasonable, are inherently uncertain. Therefore, undue reliance should not be placed upon any 
forward-looking statements. There are important factors that could cause actual results to differ materially from those 
contemplated by such forward-looking statements. In addition, even if the Mercury Group’s actual results are consistent 
with the forward-looking statements contained in this Information Release, those results or developments may not be 
indicative of results or developments in subsequent periods. 

The foregoing factors should not be construed as exhaustive. We urge you to read this Information Release, including the 
sections entitled “Risk Factors,” “Mercury Payments Business’s Management’s Discussion and Analysis of Financial 
Condition and Results of Operations,” “Management’s Discussion and Analysis of Results of Operations of MPS 
Acquiring” and “Bassilichi’s Payment’s Discussion and Analysis of Financial Condition and Results of Operations” for a 
more complete discussion of the factors that could affect our future performance and the industry in which we operate. 
You should not place undue reliance on forward-looking statements. Each forward-looking statement speaks only as of 
the date of the particular statement. We undertake no obligation to publicly update or revise any forward-looking 
statement, whether as a result of new information, future events or otherwise. All forward-looking statements are 
expressly qualified in their entirety by the cautionary statements referred to in this section and contained elsewhere in this 
Information Release, including those set forth under “Risk Factors,” and the Mercury Group’s financial report for the 



nine months ended September 30, 2016 which is available on the Mercury Group’s website. In light of these risks, our 
results could differ materially from the forward-looking statements contained in this Information Release. None of the 
information contained on the Mercury Group’s website is incorporated by reference into or otherwise deemed to be 
linked to this Information Release. 

You are reminded that past financial performance is not a reliable indicator of any potential future performance, and 
prospective and current investors are solely responsible for making their own independent appraisal of and investigations 
into the financial and other information presented in this Information Release. No member of the Mercury Group 
assumes any obligation to review or confirm analyst expectations or estimates. Nothing in this Information Release 
constitutes investment advice. 

This Information Release uses certain defined terms and includes certain technical terms that are commonly used in our 
industry. See “Certain Definitions” and “Glossary of Payment and Banking Terms” for a detailed explanation of these 
definitions and industry terms. 

 

 

 

  



ANNEX A INFORMATION RELEASE 
 

SUMMARY 

The following summary is qualified in its entirety by, and should be read in conjunction with, the more detailed 
information appearing elsewhere or incorporated by reference in this Information Release. Capitalized terms used but 
not defined in this summary are defined elsewhere in this Information Release. Investors should consider this Information 
Release in its entirety, including the information referred to under “Risk Factors,” “Mercury Payments Business’s 
Management’s Discussion and Analysis of Financial Condition and Results of Operations,” “Management’s Discussion 
and Analysis of Results of Operations of MPS Acquiring,” “Bassilichi Payments’s Management’s Discussion and 
Analysis of Financial Condition and Results of Operations” and our Financial Statements and the notes thereto. 

We have estimated certain information in this Information Release regarding market share and our position 
relative to our competitors based on our internal data and certain extrapolations.  

This summary includes certain technical terms that are commonly used in our industry. See “Glossary of 
Payment and Banking Terms” for a detailed explanation of these terms. 

Overview 

Our Combined Group is the largest diversified payments company in Italy by revenue, providing 
industry-leading payment solutions and ancillary services for merchants, consumers and financial institutions, including 
virtually all banks in the Italian market. We estimate that on a Pro Forma Basis more than 85% of the total consumer card 
spending in Italy for the twelve months ended September 30, 2016 flowed through our Combined Group. On a Pro Forma 
Basis, our Combined Group managed a stock of nearly 49 million cards and processed approximately 4.6 billion card 
transactions with a volume of €80 billion as of and for the twelve months ended September 30, 2016. 

Following the ICBPI Acquisition in December 2015, we have continued to build scale, refocus on our core 
business, add new capabilities and expand our role in the payments value chain through a series of strategic acquisitions. 
As part of this strategy, HoldCo acquired the Mercury Payments Business, the issuer and merchant processing platform 
of Intesa Sanpaolo, and Mercury Processing International, a processing platform that serves local banks of the Intesa 
Sanpaolo Group in Central and Eastern Europe, in a transaction that closed in December 2016 (the “Mercury Payments 
Acquisition”). In December 2016, ICBPI agreed to acquire Bassilichi Payments to add new capabilities and value-added 
services and strengthen our strategic relationship with BMPS. In February 2017, the ICBPI Group agreed to purchase 
MPS Acquiring and DB Cards Acquiring, allowing us to strengthen our merchant services capabilities, while also adding 
significant synergy potential and strengthening our relationships with BMPS and Deutsche Bank S.p.A. 

We expect these recent and pending acquisitions to strengthen and expand our Combined Group’s core 
payments capabilities, increase our presence on the payments value chain and use our increased scale to further invest in 
innovation and customer service. The Mercury Payments Acquisition adds scale and diversity to our already 
market-leading card issuing business, and it provides us with a proprietary processing platform that expands our presence 
across the payments value chain. The MPS Acquisition and the DB Cards Acquisition will add direct relationships with 
approximately 115,000 merchants to our portfolio. With both leading market positions and scale in each of our core 
businesses, we believe we are well-positioned to continue to benefit from the continued shift from cash to electronic 
payment transactions in Italy. 

For the nine months ended September 30, 2016, the Mercury Group generated total income of €335.8 million, 
profit for the period attributable to the owners of the parent of €59.8 million and operating revenue of €508.5 million. On 
a Pro Forma Basis for the twelve months ended September 30, 2016, the Combined Group generated total income of 
€770.8 million, profit for the period attributable to the owners of the parent of €221.5 million, pro forma combined 
segment operating revenue of €1,048.5 million and adjusted pro forma EBITDA of €459.1 million (including 
€60.7 million from synergies we expect to achieve in connection with the Mercury Payments Acquisition and the 
Acquisitions). 

Our Segments 

Our Combined Group will consist of seven segments. The following charts show the total income, operating 
revenue and normalized EBITDA of the Combined Group and the ICBPI Group for the twelve months ended 
September 30, 2016. 

Set forth below is a summary description of the main business activities performed by our segments. As further 
detailed, we are subject to Bank of Italy oversight, with some of our segments regulated as payment institutions, other 



segments requiring us to hold banking licenses and with our CET1 capital ratio measured on a consolidated basis at 
HoldCo. 

On a Pro Forma Basis, approximately €710 million of the operating revenues of our Combined Group for the 
twelve months ended September 30, 2016, were derived from card issuing, merchant acquiring and POS management, 
which are critical parts of the payment solutions industry. Our CartaSi card issuing business is the #1 card issuer in Italy, 
and the Mercury Payments Acquisition adds additional scale to our card issuing business by servicing one of Italy’s 
largest banking groups, Intesa Sanpaolo. The MPS Acquisition and the DB Cards Acquisition add 100,000 and 15,000 
merchants, respectively, under direct merchant acquiring contracts and solidify long-term distribution partnership 
agreements with BMPS and Deutsche Bank S.p.A. 

CartaSi: Card Issuing, Merchant Acquiring and POS Management 

Our CartaSi segment includes our CartaSi-branded card issuing, merchant acquiring and POS management 
business units, as well as debit servicing, ATM management, fraud prevention and our HelpLine business. For the nine 
months ended September 30, 2016, our CartaSi segment generated €345.0 million of operating revenue and 
€123.6 million of segment normalized EBITDA. 

Card Issuing 

CartaSi is the only card co-issuer with significant scale in Italy, with approximately 48% market share by value 
of card transactions, approximately 65% market share by value of credit card transactions and approximately 9% market 
share by value of debit and prepaid card transactions for the year ended December 31, 2015. Founded in 1985, CartaSi 
played a key role in the introduction of credit cards to the Italian market. CartaSi issues credit, charge and prepaid cards 
to consumers and handles the card payments they transact, typically together with partner banks which serve as CartaSi’s 
main distribution channels and share in the fee income generated by cardholders. In some cases, CartaSi issues credit, 
charge and prepaid cards to large corporate customers without the involvement of a partner bank. While most of the 
payment cards issued by CartaSi are credit or charge cards, we believe there are significant opportunities to expand our 
already strong presence in prepaid cards in Italy. In addition, CartaSi is preparing the launch of an international debit card 
product, constituting a significant area of potential additional growth. Our CartaSi card issuing business generated 
operating revenue of €154.1 million for the nine months ended September 30, 2016, and €210.7 million for the twelve 
months ended September 30, 2016.  

Merchant Acquiring and POS Management 

CartaSi is also the leading provider of merchant acquiring services and POS management services in Italy, and 
the pending acquisitions of MPS Acquiring and DB Cards Acquiring will add to our capabilities. We estimate that 
CartaSi’s merchant acquiring services had approximately 53% market share by value of card transactions in Italy for the 
twelve months ended September 30, 2016. In its merchant acquiring business, CartaSi handles card payments on behalf 
of its merchant customers. Typically, CartaSi pairs with partner banks in connection with the delivery of merchant 
acquiring services which act as CartaSi’s main distribution channels and share the fee income generated by merchants 
with CartaSi. Certain merchants are served directly by CartaSi, with the partner bank acting only in respect of referrals, 
which is referred to as direct acquiring, and which results in a significantly greater share of fees for CartaSi compared to 
the licensing or servicing models. For the nine months ended September 30, 2016, approximately 70% of our merchant 
acquiring operating revenue derived from the licensing model, while 9% derived from the direct acquiring model. 
Through the MPS Acquisition, the approximately 100,000 merchant acquiring contracts of MPS Acquiring will be 
migrated to a direct acquiring contract with CartaSi, which will translate into a direct relationship with these merchants 
and a greater share of the fee income generated by these merchants for CartaSi. A direct relationship with these 
merchants also provides CartaSi the opportunity to directly respond to such customers’ needs and sell them targeted, 
value-added services. Pursuant to the DB Cards Acquisition, we likewise intend to migrate the 15,000 merchant 
acquiring contracts of Deutsche Bank S.p.A. to a direct acquiring relationship. Most of the merchants that utilize our 
merchant acquiring systems are SMEs, including a large percentage of those of MPS Acquiring. We believe SME 
merchants are high-value customers and are attractive due to their high rate of retention. In addition, smaller merchants 
are also more likely to require additional value-added services. 

CartaSi is also the leading POS manager in the Italian market, with an estimated market share of approximately 
29% by number of managed POS as of December 31, 2015. In its POS management business, CartaSi configures, 
activates, maintains and provides fraud, dispute and helpdesk services for POS. Offline POS are installed at most retail 
outlets (such as apparel stores, drug stores, grocery stores, electronics stores, restaurants and hotels). Any internet website 
or mobile application that enables online purchases features an online POS. CartaSi POS are typically distributed through 
partner banks and are generally bundled with other merchant acquiring services. POS terminal technology is still 
emerging and continues to diversify, which creates opportunities for CartaSi. We have a track record of innovation, 



leading the market with initiatives such as mobile POS, contactless enabled POS terminals and tablet and smartphone 
rendering.  

Our CartaSi merchant acquiring business and POS management business generated operating revenue of 
€145.7 million for the nine months ended September 30, 2016, and €191.1 million for the twelve months ended 
September 30, 2016. 

Other CartaSi Businesses 

In addition to card issuing, merchant acquiring and POS management, CartaSi generates revenue from three 
smaller business units: debit servicing, which includes administering Italian debit card transactions as a service for banks, 
ATM management, which sets up and maintains almost 9,400 ATMs (not including the approximately 5,300 
ATMs managed by Bassilichi Payments), fraud prevention and our HelpLine business.  

The Mercury Payments Business and Mercury Processing International: Card Issuing, Acquiring and POS 
Processing and servicing for Intesa Sanpaolo 

We acquired both the Mercury Payments Business and Mercury Processing International from Intesa Sanpaolo 
on December 15, 2016. The Mercury Payments Business provides issuing processing and servicing (in relation to card 
solution design, processing and management, ICT services (including authorization and transaction handling) and 
operations (card production, fraud management and outsourced call centers for cardholders)) to Intesa Sanpaolo, the 
second-largest card issuer in the Italian market after CartaSi, with a stock of approximately 14.5 million issued credit, 
debit and prepaid cards as of December 31, 2015 and holding a market share of approximately 19%. The Mercury 
Payments Business also has a proprietary payments processing platform. Apart from various processing and servicing 
activities in relation to card issuing, the Mercury Payments Business is also one of the leading providers of acquiring and 
POS processing and servicing services in Italy. As of and for the twelve months ended September 30, 2016, the Mercury 
Payments Business processed approximately €58.8 billion in volumes and serviced 426,000 POS in Italy on behalf of 
Intesa Sanpaolo. In addition, we have acquired 215,000 managed POS outside Italy through our acquisition of Mercury 
Processing International. The underlying Intesa Sanpaolo customers that the Mercury Payments Business serves come 
from a wide range of attractive sectors such as the retail, luxury and hospitality industries. See “The Mercury Payments 
Business’s and Mercury Processing International’s Businesses—Customers.” The Mercury Payments Acquisition also 
solidified our relationship with one of Italy’s largest banking groups, Intesa Sanpaolo. See “The Mercury Payments 
Business’s and Mercury Processing International’s Businesses—Material Contracts—Mercury Payments Business 
Material Contracts—Other Agreements.” 

For the nine months ended September 30, 2016, the Mercury Payments Business generated €185.8 million of 
total income, €103.3 million of operating revenue and €64.3 million of segment normalized EBITDA. 

Bassilichi Payments: POS Management, ATM Management, CBI Gateway 

We have agreed to acquire the payments business of Bassilichi Payments in the Bassilichi Payments 
Acquisition. Built on a deeply-ingrained relationship with BMPS, Italy’s fourth-largest bank and Bassilichi Payments 
most significant client, Bassilichi Payments provides payments, POS management, ATM management and other 
value-added services to financial institutions, approximately 130,000 merchants and approximately 600 business clients. 
In the twelve months ended September 30, 2016, Bassilichi Payments processed a volume of approximately €24.0 billion 
in POS transactions, €1.0 billion in eCommerce transactions and €157.3 billion in CBI Gateway-transactions. We expect 
that Bassilichi Payments will add to our innovation capabilities in merchant acquiring and improve our key service 
proposition in POS management, and that it will further strengthen our CBI Gateway market position. See “Bassilichi 
Payments Business.” 

For the nine months ended September 30, 2016, Bassilichi Payments generated €199.7 million of value of 
production and €20.6 million of Bassilichi Payments EBITDA. 

Payments: Banking and Clearing Services and Digital Corporate Banking 

Managing approximately one billion transactions per year, our payments segment is one of the leading providers 
by number of transactions processed through domestic and SEPA interbank clearing services in Italy and the #1 provider 
by number of transactions processed through the Corporate Banking Interbancario platform (the “CBI Gateway”) on a 
Pro Forma Basis as of December 31, 2016. We believe that ICBPI is also a leader in the Italian e-banking market. In 
addition, ICBPI established an instant payments solution platform with Nets, a Danish payment services provider, which 
is expected to be launched during the course of 2017. This platform will serve the Italian Payment Service Providers 
(PSPs) and will be initially focused on mobile person-to-person (P2P) payments.  



For the nine months ended September 30, 2016, our payments segment generated €66.1 million of operating 
revenue and €17.8 million of segment normalized EBITDA. 

Securities Services: Fund Services, Global Custody and Investment Services 

We have a market-leading Securities Services Business. With a market share of approximately 31% by value of 
the market for depositary banks for pension funds as of December 31, 2015, this segment includes the #1 depositary bank 
for pension funds serving the Italian market. Our securities services segment is also the #3 service provider to funds 
incorporated in Italy and the only significant service provider incorporated in Italy in terms of assets in deposit. We have 
a diversified service offering across the securities services value chain, including investment services, settlement, 
custody, depositary bank and other fund administration services. The ICBPI securities services segment provides both 
off-the-shelf and highly customized solutions, subject to the needs of its customers, which include pension funds, mutual 
funds and other Italian banking and financial institutions.  

For the nine months ended September 30, 2016, our securities services segment generated €49.5 million of 
operating revenue and €10.0 million of segment normalized EBITDA. 

BPO Services: Compliance and ICT Security 

Our business process outsourcing services segment provides anti-money laundering and regulatory reporting 
services under the Oasi brand. In addition, this segment provides consulting services with respect to compliance and 
internal governance and ICT security. We employ the GIANOS software for the identification of suspicious activity, 
KYC procedures and the assessment of customer risk profiles, and believe that our market share in anti-money 
laundering services is approximately 99% among banks operating in Italy (and approximately 87% of market share when 
including branches of foreign banks operating in Italy) as of September 30, 2016. Our service offering encompasses both 
Italian and European anti-money laundering rules and regulations, and our recently-introduced compliance, internal audit 
and ICT security business units drive growth in our BPO Services Business.  

For the nine months ended September 30, 2016, our BPO Services segment generated €20.8 million of operating 
revenue and €6.3 million of segment normalized EBITDA. 

Other Group Activities 

Our Other Group Activities segment provides several group management and treasury functions. It receives 
surplus liquidity generated in our Payments and Securities Services Businesses, which it utilizes to fund CartaSi’s 
customer receivables, to make investments (primarily in Italian government bonds) and to manage the Group’s overall 
liquidity. The Other Group Activities operating segment generates revenue from the interest charged to CartaSi for 
funding CartaSi’s receivables and the yield received on its investments; to the extent such revenue exceeds the transfer 
pricing rates payable to the Payments and Securities Services operating segments, it retains a positive net interest margin.  

For the nine months ended September 30, 2016, our Other Group Activities segment generated €30.3 million of 
operating revenue and €10.9 million of segment normalized EBITDA. 

Our Industries 

Card Issuing, Merchant Acquiring, POS Management 

We estimate that approximately 63% of our pro forma operating revenue for the twelve months ended 
September 30, 2016 was derived from card issuing, merchant acquiring and POS management, which are critical parts of 
the payment solutions industry. Set forth below is a summary description of the payment card fee cycle which is the key 
revenue driver for card issuers, merchant acquirers and POS managers in the Italian payment solutions industry. 

Payment Card Fee Cycle 

CartaSi, the Mercury Payments Business and Mercury Processing International each issue credit, charge and 
prepaid cards to consumers, typically through a partnership arrangement with a partner bank (for example, Intesa 
Sanpaolo, in the case of Mercury Processing International and the Mercury Payments Business). Credit cards are 
characterized by an underlying revolving credit account from which the cardholder can borrow money for payment to a 
merchant. Charge cards are similar to credit cards except that, while credit card holders can roll over outstanding 
balances from month to month, holders of charge cards have to settle their outstanding balance each month. In contrast, 
debit cards immediately withdraw funds from the cardholder’s designated bank account to make a payment to the 
merchant. Merchant acquirers and POS managers provide the infrastructure and services that enable merchants to accept 
and process these types of electronic payments. 



For illustrative purposes and given the characteristics of the Italian market, which is still evolving and growing 
in payment card usage, the Italian payment card fee cycle can be summarized as below.  

The cycle starts when a consumer enters into a transaction with a merchant and presents a payment card as 
payment. The merchant acquirer typically settles the transaction value (€100 in the example above) with the merchant the 
following day. The card issuer pays the transaction value (€100) to the card scheme and usually receives the interchange 
fee (assumed for notional purposes to be €0.65), with cash settlement the following day. The card scheme pays the 
merchant acquirer for the transaction value (€100) less a scheme fee (€0.08) and an interchange fee (assumed for notional 
purposes to be €0.65) payable to the card issuer, with cash settlement generally on the following day. At the end of each 
month, the merchant acquirer charges the merchant a gross merchant service charge, based on a percentage of the 
transaction value (€1.11). After paying interchange and card scheme fees, the acquirer ultimately retains a net merchant 
services charge (“MSC”) (in this hypothetical, €0.38). 

Card issuers and merchant acquirers such as CartaSi, Mercury Processing International and the Mercury 
Payments Business employ four different distribution models, both in their card issuing and their merchant acquiring 
businesses: 

• Direct Model:  the card issuer or merchant acquirer enters into a contractual relationship with the relevant 
cardholder or merchant and without the involvement of a partner bank, or with the partner bank’s 
involvement only on a referral basis. 

• Licensing Models: 

• Traditional Licensing Model: the cardholder or merchant enters a multi-party relationship with both the 
card issuer or merchant acquirer and a partner bank which shares in the fee income, and the card issuer or 
merchant acquirer manages the relationship with the end customer. 

• Licensing Associate Model: as in the traditional licensing model, the cardholder or merchant enters a 
multi-party relationship with both the card issuer or merchant acquirer and a partner bank which shares in 
the fee income, but in the licensing associate model, the partner bank manages such relationship, assumes 
more responsibilities and also captures a greater share of the total fees collected from the end customer. 

• Servicing Model:  this model entails a more limited role and lower fees for the card issuer or merchant 
acquirer, typically consisting of a flat annual fee and a fee based on the volume of payment transactions 
processed. POS management services typically involve payment to the POS manager of a set-up fee and a 
monthly rental or maintenance fee by the merchant, which is shared with the distributing partner bank. 

POS management services typically involve payment to the POS manager of a set-up fee and a monthly rental 
or maintenance fee by the merchant, which is shared with the distributing partner bank. We estimate that across our 
contracts employing these models, CartaSi’s business units as a total capture on average between approximately 40% and 
50% of all fees generated (net of card scheme fees) from a typical credit, charge or prepaid card. 

Other Industries 

Other sub-segments of the global payment solutions industry that are relevant to the Combined Group include 
payment solutions for banks and clearing and settlement of interbank payments. Separate but adjacent to payment 
solutions, ICBPI also provides custody and administration services and BPO services for financial institutions.  

Competitive Strengths 

Leading Market Positions Across the Italian Payments Value Chain 

We have market-leading positions across the payments value chain. 

Card Issuing, Merchant Acquiring and POS Management 

• CartaSi’s card issuing business: 

• is the #1 card issuer and the only card co-issuer with significant scale in Italy, with approximately 48% 
market share by value of card transactions, approximately 65% market share by value of credit card 
transactions and approximately 9% market share by value of debit and prepaid card transactions for the year 
ended December 31, 2015; 



• benefits from over 90% prompted and spontaneous brand awareness, according to a survey of Italian credit 
card holders conducted in 2012 by GfK Eurisko; and 

• is supported by close relationships with key partner banks, with most payment cards being co-branded with 
the CartaSi and co-issuer bank logo. 

• CartaSi’s Merchant Acquiring, POS and ATM Management Businesses are: 

• the #1 merchant acquirer in Italy, with approximately 53% market share by value of card transactions for 
credit cards in Italy for the twelve months ended September 30, 2016; 

• expected to benefit from the MPS Acquisition and the DB Cards Acquisition, both of which will result in 
existing merchant customers of CartaSi being migrated from a tripartite contractual relationship with a 
partner bank to a direct acquiring model, allowing for an improved merchant proposition and faster 
innovation; 

• the #1 POS manager in the Italian market, with an estimated market share of approximately 29% by number 
of managed POS as of December 31, 2015; 

• #1 in SME customers in Italy, with approximately 79% market share by value of Visa/Mastercard 
transactions for the year ended December 31, 2014; and 

• #1 Italian merchant acquirer for online payments in the rapidly growing domestic online payments field, 
with an estimated market share of approximately 12% for merchant acquiring and POS services for 
eCommerce merchants as of and for the year ended December 31, 2015. 

Mercury Payments Business—Card Issuing and Acquiring and POS serving Processing and Servicing for Intesa 
Sanpaolo that: 

• enhances the Combined Group across the value chain, providing a relationship with the #2 card issuer in 
Italy as of December 31, 2016, a proprietary processing platform and an advanced ICT estate; and 

• diversifies the Combined Group, serving one of Italy’s largest banking groups, Intesa Sanpaolo. 

Payments Services 

• Our ICBPI Payments Business is one of the leading providers by number of transactions of domestic and 
SEPA interbank clearing services in Italy, including the #1 provider by number of transactions processed 
through the CBI Gateway as of December 31, 2016, which will be strengthened by Bassilichi Payments’ 
payments and CBI Gateway services business. 

Securities Services 

• Market-leading securities services, including the #1 depositary bank for Italian pension funds, with 
approximately 31% market share by value of the market for depositary banks for pension funds as of 
December 31, 2015. 

BPO Services 

• Our Oasi BPO Services Business (including compliance and data management) served approximately 610 
financial institutions (including banks, life insurance companies and others) with anti-money laundering 
training and approximately 150 financial institutions with regulatory reporting services as of September 30, 
2016. The business retained a market share in anti-money laundering services of approximately 99% among 
banks operating in Italy (and approximately 87% of market share when including branches of foreign banks 
operating in Italy) as of September 30, 2016. 

Our operations in Italy make us one of the largest card issuing companies in Europe, according to The Nilson 
Report. Despite our market-leading positions and scale, we believe we still have significant scope to grow, both through 
targeted acquisitions and organically, in the attractive, and growing Italian payments market in which we operate. 



Structurally Attractive Market Benefiting from Strong Long-Term Tailwinds 

We believe that we are well-placed as the leading Italian credit, charge and prepaid card issuer, merchant 
acquirer and POS manager to capitalize on favorable trends in our market, including (i) under-penetration of payment 
card use in the Italian market, (ii) government and regulatory emphasis on electronic payments instead of cash payments, 
(iii) growth opportunities in eCommerce and mobile payments and (iv) our attractive customer base. 

Under-Penetration of Payment Card Use in the Italian Market 

Although Italy benefits from a well-connected electronic payments infrastructure, the Italian payment card 
market is under-penetrated, with the rate of use of card payments in Italy less than half that of the EU average (excluding 
Italy) of 39% as of December 31, 2014, according to Euromonitor International. As shown in the chart below, at 16% 
card penetration, Italy is significantly behind the three largest EU economies in terms of payment card use. 

We believe this under-penetration provides us with a significant opportunity as the market leader in Italy to 
benefit from an increase in penetration of payment card and electronic payments usage to the extent Italy catches up to 
the EU norm. We also believe that factors such as government and regulatory policy, growth in eCommerce and mobile 
wallets, as well as generational shifts in preferred payment types (with younger generations more likely to use payment 
cards than older generations) will further support increased penetration of payment card use and electronic payments in 
Italy. 

Government and Regulatory Emphasis on Electronic Payments Instead of Cash Payments 

Governments and regulators are increasing their focus on preventing tax avoidance, money laundering and 
corruption in an effort to boost tax receipts and limit the scope of the shadow economy, which has a significant presence 
in some parts of Italy. Because all electronic payments are recorded, generate receipts and leave an electronic footprint, 
governments and regulators have implemented policies which promote card payments and other account-based electronic 
payments in lieu of cash payments. For example, with the Stability Act 2016, 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 legislation 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 incentivizes the 
use of e-invoicing for certain sectors such as retailers, grocery stores, vending machines and the self-employed. The 
Italian government has also placed a cap of €3,000 on cash transactions. We have also benefited from banking regulatory 
policies, which we believe incentivize banks to outsource non-core businesses, such as card issuing, merchant acquiring 
and POS, to companies such as us, which benefit from greater economies of scale and allow the banks to focus on their 
core businesses. 

Growth Opportunities in eCommerce and Mobile Payments 

We believe we are the Italian leader in online payments and well-positioned at the forefront of the rapidly 
growing domestic eCommerce field. We believe that penetration of payment card and electronic payment use in Italy will 
come not only through traditional payment cards, but also through eCommerce and mobile payment solutions. The 
Bassilichi Payments Acquisition and the Mercury Payments Acquisition will also benefit us in this regard, as Bassilichi 
Payments brings significant eCommerce expertise, and the Mercury Payments Business is a leader in Italy in mobile POS 
processing and servicing. We believe we have a strong reputation as an innovation leader in Italy, having introduced 
contactless payments, our e-wallet MySi, cloud-based electronic payments (i.e., host card emulation), integrated POS 
solutions and omni-channel payment solutions (that is, payment by mobile phone or tablet, online or in a store) in recent 
years. We believe we have a strong platform to capitalize on potential future growth in this market segment as our 
platform enables this shift. In addition, while these innovative payment solutions will continue to experience increased 
user penetration and transform the payment experience for customers and merchants, the deeply embedded payments 
ecosystem makes our business model the foundation on which the shift towards eCommerce and mobile payments will be 
built, as these transactions all rely on the existing card-based systems. In fact, these new payment channels that digitize 
lower value payments may accelerate even further the shift from cash to card payments, particularly for smaller value 
transactions. 

In part due to the factors of growth in card penetration, generational shifts, government regulation and increased 
mobile and eCommerce spend, payment card transaction value in Italy has grown significantly, and is expected to 
continue to grow, driving value in our merchant acquiring, POS and card issuing businesses. Payment card transaction 
value has grown at a compound annual growth rate in card spending (excluding commercial cards) of 6.4% from 2002 to 
2015, significantly outpacing the underlying nominal GDP growth rate, which has grown at a compound annual growth 
rate of 1.5% over the period, according to Euromonitor International. 



Our Attractive Customer Base 

We also benefit from an attractive customer base, with SME merchants in CartaSi’s merchant acquiring and 
POS management businesses (including MPS Acquiring). We believe SME merchants are high-value customers and are 
attractive due to their high rate of retention. Smaller merchants of CartaSi and MPS Acquiring are also more likely to 
require additional services, which we are able to offer on a cost-effective basis given our scale while larger high-volume 
merchants such as those of Mercury Payments Business drive scale and allow us to invest in innovation and improved 
services. We are well-positioned as the key partner of most of Italy’s local community banks (who serve as a key 
distribution channel for our merchant acquiring and POS businesses) to access the highly fragmented SME segment in 
Italy, and at the same time, we have strengthened our relationship with two of the largest banks in Italy through the 
Mercury Payments Acquisition and the Acquisitions, respectively. 

Long-Term Contracts and Strong Customer Relationships 

Our leading market positions, scale, diversity of services and attractive customer base historically have resulted 
in stable, diversified revenue streams.  

Long-Term Relationships with Partner Banks 

The majority of the revenues generated by CartaSi are generated through our long-term relationships with 
partner banks, some of which date back to the formation of ICBPI in 1939, and including those solidified with BMPS in 
the Acquisitions. The direct relationships and licensing arrangements we have with partner banks and merchants in our 
card issuing and merchant acquiring businesses renew automatically, and we believe that partner banks may prefer to 
maintain their relationships with us so as to avoid inconvenience and service interruption for their and our cardholder and 
merchant customers that would result from a switch of suppliers. Our long-term relationships with these partner banks 
allow us to use their branch networks and customer relationships as our distribution network in order to attract cardholder 
customers for our card issuing business and merchant customers for our merchant acquiring business. In our experience, 
our merchant acquiring and POS customer base of predominantly SMEs tends to switch payments providers less often 
than larger customers. For the twelve months ended June 30, 2016, no single partner bank accounted for more than 11% 
of our operating revenue. 

In connection with the ICBPI Acquisition, our former shareholder banks, which accounted for approximately 
50% of our operating revenue for the year ended December 31, 2014 in their capacity as our partner banks and bank 
customers, have agreed to extend the terms of their contracts with us until five years after consummation of the ICBPI 
Acquisition, subject to the right to renegotiate terms after six months and the right of the selling banks to terminate after 
three years, and to maintain their level of business with us for a certain period of time. The MPS Acquiring contract with 
BMPS and the Mercury Payments Business card issuing and POS contracts with Intesa Sanpaolo each have terms of ten 
years.  

Long-Term Relationships with BMPS and Intesa Sanpaolo 

The Acquisitions will further expand our presence across the payments value chain. The MPS Acquisition 
includes a leading domestic debit card acquiring business which complements our existing business portfolio. In addition, 
the MPS Acquisition and the Bassilichi Payments Acquisition are expected to strengthen our relationship with BMPS, 
Italy’s fourth-largest banking group, by upgrading the merchant acquiring and POS services we provide to this key 
customer for at least the next ten years. The MPS Acquisition gives us direct access to merchant customers and a 
significantly higher share of fees for MPS Acquiring, and enables us to control a wider part of the value chain and 
strengthen our position in high growth segments. This has re-emphasized CartaSi’s market leadership, providing direct 
licensing of merchant acquiring and POS businesses with BMPS’s 100,000 merchants and their approximately 
€8.0 billion of merchant spend (excluding PagoBancomat spending) in the twelve months ended December 31, 2016. The 
Mercury Payments Acquisition has also begun a strong relationship with one of Italy’s largest banking groups, Intesa 
Sanpaolo, as Mercury Payments Business services Intesa Sanpaolo’s card issuing, domestic debit acquiring and POS 
processing and servicing requirements. 

Limited Risk of Insourcing 

In addition, we believe we face limited risk of banks insourcing the card issuing, merchant acquiring or POS 
services that we provide. In our merchant acquiring and POS businesses, we believe that our partner banks would find 
that insourcing these non-core banking services would be less cost-effective than partnering with us, due to the cost 
pressure on these partner banks to focus on their core businesses. In the card issuing business, issuing and processing 
require specialized knowledge, a large scale and a clear strategic rationale, including incurring the cost of participating in 
Visa and MasterCard card licensing schemes. Even where partner banks have a strategic rationale to insource their card 



issuing or merchant acquiring functions, we believe they would be incentivized to continue under a servicing agreement 
with us, rather than to insource all functions. 

Infrastructure-Like Asset Beneficial to Italian Payment Flows with Scale to Invest in Innovation 

Our scale, client base of cardholders, merchants, banks, funds and other financial institutions, diversity of 
services across the payments value chain and long-term relationships with partner banks make us a key pillar in the 
Italian financial system. All of these advantages have been strengthened by the Mercury Payments Acquisition and the 
Acquisitions. We serve the entire banking market across our businesses, and we estimate that on a Pro Forma Basis, more 
than 85% of the total consumer card spending in Italy for the twelve months ended September 30, 2016 flowed through 
our Combined Group. Our businesses combine market-leading service, product design, payment card portfolio 
management and a scalable, versatile ICT infrastructure with specialized knowledge, an understanding of Italian 
consumer behavior and preferences and marketing networks on a nationwide scale, which distinguishes us from our 
competitors. In each case, we believe that these advantages have contributed to our reputation for reliability as a 
trustworthy partner in the Italian financial system. We believe our scale and long-term, mutually beneficial relationships 
with banks throughout the Italian banking sector, ranging from the popolari banks to now include BMPS, Deutsche 
Bank S.p.A. and Intesa Sanpaolo, make us a mission critical component of Italian payment flows, reinforcing our market 
leading positions and customer relationships and supporting the foundations for our strong financial model of long-term 
growth. 

Attractive Financial Model with Long-Term Revenue Growth and Strong Profitability 

The ICBPI Group has consistently demonstrated the stability and profitability of its business, with combined 
segment operating revenue and combined segment normalized EBITDA growing at compound annual growth rates of 
1.5% and 4.1%, respectively, between the year ended December 31, 2013 and the twelve months ended September 30, 
2016. See “—Summary Historical Financial and Other Information—Summary ICBPI Group Historical Consolidated 
Financial Information—Other ICBPI Segment and Group Financial Information.” We have enhanced this stability and 
profitability through the Mercury Payments Acquisition and the Acquisitions. 

Our revenue sources are also diversified, with our merchant acquiring and POS businesses benefiting from a 
mix of high-value SMEs in the CartaSi and MPS Acquiring, and the complementary, volume-driving, medium-to-large 
merchant customers of Mercury Payments Business. Our card issuing, merchant acquiring, POS and payments businesses 
serve virtually the entire Italian banking system, with our top ten partner banks accounting for 49.6% of the ICBPI 
Group’s operating revenue for the twelve months ended June 30, 2016. With a stock of approximately 15 million credit, 
charge and prepaid cards as of December 31, 2015, we also have a highly diversified cardholder customer base. We are 
also diversified in terms of services provided, with the ICBPI Group’s largest business unit representing 31% of the 
ICBPI Group’s operating revenue for the twelve months ended September 30, 2016, and with the addition of in-house 
payment processing capabilities provided by Mercury Payments Business and its domestic debit acquiring business. 

Our business is profitable, with the Mercury Group having generated €59.8 million of profit (attributable to the 
owners of the parent) for the nine months ended September 30, 2016, and with the Combined Group having generated on 
a Pro Forma Basis €221.5 million of profit (attributable to the owners of the parent) for the twelve months ended 
September 30, 2016. This income generation provides us with the financial strength to grow our business while still 
maintaining a CET1 capital ratio ahead of other leading Italian financial institutions (21.35% as of September 30, 2016 
and a Pro Forma CET1 Capital Ratio of 14.93% (in each case measured at the level of HoldCo)). For example, according 
to public filings, Intesa San Paolo’s CET1 capital ratio was 12.8% and UniCredit’s CET1 capital ratio was 11.0%, in 
each case as of September 30, 2016. This robust profit generation is coupled with strong cash flow generation in the 
underlying operating companies, which benefit from an outsourced ICT processing model with limited capital 
expenditure requirements. Moreover, we believe that efficiency benefits due to the existing scale of our CartaSi business 
units allow us to capture greater value from the future growth of our business compared to our competitors, including by 
bringing MPS Acquiring and Bassilichi Payments onto the same platform as the rest of CartaSi. We believe there are 
significant opportunities to improve our profitability through revenue growth supported by favorable market and 
regulatory conditions and through improved operational efficiencies. See “—Our Strategies—Increasing Operational 
Efficiency and Leveraging Efficiency for Increased Investment.” 

We expect the factors described above, including our market leading positions, attractive markets and long-term 
contracts and what we believe are strong customer relationships, to continue to drive the profitability of our business 
under the leadership of our management team and Sponsors. 

Experienced Management Team with Strong Support from Sponsors Highly Experienced in the Payments Sector 

We have strategically enhanced our senior management to drive our expansion as Italy’s leading diversified 
payments group with the hires in 2016 of Paolo Bertoluzzo as chief executive officer and Bernardo Mingrone as chief 



financial officer. Mr. Bertoluzzo was previously Group Chief for Commercial Operations and Strategy for the Vodafone 
Group and has significant experience in leading companies with advanced ICT infrastructures and requirements. 
Mr. Mingrone was previously Chief Financial Officer of UniCredit S.p.A. and BMPS and brings us deep knowledge of 
the Italian banking market. We have also hired new business unit heads for card issuing and merchant services and a new 
chief information officer and chief administrative officer. 

In addition, we expect to benefit from the market expertise, business relationships, knowledge and experience of 
the Sponsors. Advent and Bain Capital are among the pre-eminent global investors in the payments industry. In 2010, 
Advent and Bain Capital jointly invested in Worldpay, an international payments processor. In 2014, Advent and Bain 
Capital made another joint investment in Nets, a Scandinavian payments processor and, in 2009, Advent invested in 
Vantiv, a public, U.S.-based payment processing and technology provider. 

Worldpay, Nets and Vantiv all experienced significant improvement in their operating performance under the 
ownership of our Sponsors, who have created a track record of significant revenue and profitability growth and success in 
driving operational efficiencies in the payments industry. Under the ownership of Advent and Bain Capital, Worldpay 
grew its net revenue from £717 million in the year ended December 31, 2012, to £918.5 million in the twelve months 
ended June 30, 2015 (representing a compound annual growth rate of 10.4%) and increased its “underlying EBITDA” 
from £305 million in the year ended December 31, 2012 to £395.9 million in the twelve months ended June 30, 2015 
(representing a compound annual growth rate of 11.0%) prior to its initial public offering in October 2015. Similarly, 
under the leadership of Advent and Bain Capital, Nets grew its revenue from DKK 8,607 in the year ended December 31, 
2014 to DKK 9,540 in the twelve months ended June 30, 2016 (representing a compound annual growth rate of 7.1%), 
and increased its “EBITDA” before special items from DKK 1,525 million in the year ended December 31, 2013 to DKK 
2,392 million in the twelve months ended June 30, 2016 (representing a compound annual growth rate of 19.7%) prior to 
its initial public offering in September 2016. 

The Sponsors have built on their successes in Worldpay, Nets and Vantiv in their first year of ownership of 
ICBPI, increasing combined segment operating revenue of the ICBPI Group by €5.7 million, or 1.15%, from 
€502.1 million for the nine months ended September 30, 2015, to €507.8 million (after adjusting for certain payments in 
respect of the Visa shares and the Equens-Worldline combination) for the nine months ended September 30, 2016, and 
increasing combined segment normalized EBITDA at ICBPI by €16.2 million, or 10.6%, from € 152.4 million to 
€168.6 million in respect of the same periods. At the same time, the Sponsors have undertaken a strategic growth plan to 
invest in and grow the Combined Group, organically and through targeted acquisitions, and continue to strengthen its 
market leading positions. 

Our Strategies 

We and the Sponsors have developed the following strategies to grow through true product leadership and 
customer experience excellence, build on our scale and core capabilities and drive efficiency while investing in our 
business: 

Continue to Enhance Market-Leading Positions, Capture Additional Value and Build on Scale and Core Capabilities 
Through the Integration of Synergistic Acquisitions and Organic Growth 

We intend to continue to enhance our market-leading positions across the payments value chain by exploiting 
the synergies expected from the Mercury Payments Acquisition and the Acquisitions, building on our experience in 
driving cost savings as ICBPI and the Sponsors’ experience in value creation at WorldPay and Nets. In connection with 
the Mercury Payments Acquisition, we expect to achieve up to €24.5 million in additional adjusted pro forma EBITDA 
per year through run-rate synergies by 2019, and in connection with the MPS Acquisition, the Bassilichi Payments 
Acquisition and the DB Cards Acquisition, we expect to achieve €18.1 million, €22.3 million and €4.5 million, 
respectively, in additional adjusted pro forma EBITDA per year by 2019. Based on the Sponsors’ experience in value 
creation in their Worldpay, Nets and Vantiv investments, we see significant potential for increased commercialization 
and value-add for our new customers, particularly in MPS Acquiring, where we see opportunities to end services to 
merchants with unattractive economics, align merchants within each size segment to the median price in their segment, 
upgrade certain POS management services and terminals and cross-sell certain services not yet delivered to MPS 
Acquiring customers. We remain on-track with the cost savings measures implemented since the ICBPI Acquisition, 
having achieved €10.8 million in combined segment normalized EBITDA in the first year of the Sponsors’ ownership in 
the initial ramp-up phase, with expectations for an additional €7.7 million in annualized run-rate cost savings achieved at 
ICBPI over the next two years. 



Incentivize Payment Card Usage by Cardholders and Card Acceptance by Merchants Through Customer Experience 
Excellence 

We believe the Italian electronic payments market, when compared to other markets in Europe, exhibits a 
relatively well-developed payment infrastructure but a low penetration of card payments compared to cash payments, 
with the rate of payment card use in Italy less than half that of the EU average (excluding Italy) of 39% as of 
December 31, 2014 and with use in Italy significantly below that of the three largest EU economies, according to 
Euromonitor International. We believe there is an opportunity to grow our business as the Italian market continues to 
converge toward the EU norm, even as customer payments experiences are rapidly changing. To capitalize on this 
opportunity, we plan to meet customers’ differentiated needs by incentivizing increased payment card usage through the 
increased use of bonus and loyalty programs, such as our cash-back program (SmartSi) and our loyalty program (IoSi) 
for premium customers, while providing the reliability, convenience and security required by all our customers. We also 
intend to engage to a greater degree with our partner banks with the aim of improving the effectiveness of marketing to 
cardholders and merchants through joint marketing and coordination efforts in both our card issuing and merchant 
acquiring businesses. The MPS Acquisition and the fact that we will directly serve BMPS’s merchant acquiring 
customers going forward will allow us to implement initiatives to stimulate card acceptance and merchant on-boarding in 
partnership with BMPS, Italy’s fourth-largest bank. We also plan to enhance the value proposition inherent in using 
payment cards as a form of payment more frequently by incentivizing payment card usage through tailored tiers of credit 
cards with staged levels of fees and benefits. We believe that in conjunction with these efforts, we will continue to 
benefit from government and regulatory initiatives to increase the rate of use of payment cards and electronic payments 
in lieu of cash payments. 

Investing in Our Business to Continue to Lead in Payments Technology and Product Innovation in Italy, Including 
New Commercialization and Cross-Selling Initiatives 

As an integrated component of the Italian payments services market, we recognize that a market-leading product 
portfolio is critical to our long-term success and will drive our future growth. By upgrading our relationship with MPS 
Acquiring in connection with the MPS Acquisition, we gain closer proximity to the needs of merchant customers of 
BMPS, thereby increasing our ability to target innovation to end customers’ needs. In addition, the Mercury Payments 
Acquisition provides us with greater scale to leverage our technology and product innovation across a larger 
end-customer base. We also recognize the value of our track record as a market leader in innovation. As such, we intend 
not only to enhance our core products to adapt to customers’ changing needs, but also to identify and commercialize 
innovative new products in anticipation of emerging needs and market trends. To stay on the leading edge of product 
development, we intend to upgrade our eCommerce offering by entering into partnerships with eCommerce platforms, 
with the aim of further expanding our market position in that growing market aided by Bassilichi Payments’ eCommerce 
expertise. We also intend to further invest in contactless payments, integrated POS solutions and omni-channel payment 
solutions (e.g., payment by mobile phone or tablet, online or in a store), an area in which Mercury Payments Business is 
a market leader. We plan to continue to invest in technology, people and our relationships with our partner banks to drive 
product innovation, ensure a stable and secure platform, build key missing capabilities and, ultimately, accelerate the 
transformation of our business as a whole. Given that we receive a significant amount of bulk data about purchases and 
use trends, we intend to better analyze and use this data in driving value for our cardholder, merchant and bank 
customers. We may also in the future explore areas outside our current business model, including insurance products 
cross-selling and opportunities outside of Italy, including Mercury Processing International. 

Grow our Payments, Securities Services and BPO Services Businesses 

We intend to leverage our market-leading positions in Italy to grow our Payments, Securities Services and BPO 
Services Businesses, including the benefits from greater scale derived from Bassilichi Payments’ payments and CBI 
Gateway services. In our Payments Business, we believe we can capture additional market share as our bank customers 
migrate to pan-European clearing services. We also plan to expand our Payments Business into adjacent channels such as 
receivables management, invoicing and other supply chain services and multichannel payments options for corporate 
banking. In addition, we intend to develop a new platform for real-time payments and a B2B online marketplace. In our 
Securities Services Business, our strategy is to develop correspondent bank services, proactively market our capabilities 
in anticipation of positive potential regulatory changes and develop and diversify our global custody and investment 
services offering. We also believe there are significant opportunities for cross-selling, including leveraging our strength 
in fraud detection and outsourcing services with our CartaSi customers. In addition, we intend to expand the scope of our 
BPO Services Business by offering an enhanced portfolio of payment data analytics and bundling our business process 
outsourcing services with our payments services to provide a full-service payments management hub. 

Increasing Operational Efficiency and Leveraging Efficiency for Increased Investment 

We believe that we have significant potential to enhance our already strong bottom line performance and 
strengthen our business over the long term by improving our operational efficiency and that of Mercury Payments 



Business, Mercury Processing International, MPS Acquiring and Bassilichi Payments. The Sponsors have an extensive 
track record of driving efficiency in their other investments in the payments industry, including Nets, Vantiv and 
Worldpay, providing us with an opportunity to implement their established best practices to significantly improve our 
operational efficiency. We executed operational efficiency measures in the first year of the Sponsors’ ownership of 
ICBPI, achieving significant growth in combined segment operating revenue, profitability and combined segment 
normalized EBITDA. As a result, we believe that there are significant opportunities to continue to improve our 
operational efficiency across our businesses. For example, we believe that we can reduce our ICT costs and non-ICT 
procurement and other expenses. We believe we can realize potential ICT cost savings through improved demand 
management, termination of lossmaking projects and other initiatives, as well as achieve a reduction in the costs of our 
processing contracts and other outsourced relationships. We expect non-ICT procurement expenses can be reduced 
through enhanced category management, standardized negotiation procedures, procurement pipeline and vendor database 
management. We also expect to realize other cost savings by achieving efficiencies throughout our businesses. See 
“—Summary Historical Financial and Other Information—Summary ICBPI Group Historical Consolidated Financial 
Information—Other ICBPI Segment and Group Financial Information.” To the extent we generate cost savings from 
these initiatives, we plan to refocus investment in product development and ICT systems to further drive improvements 
in operational efficiency. In respect of MPS Acquiring and Bassilichi Payments, we expect to generate significant cost 
savings and synergies from cross-selling and re-pricing to bring these businesses in line with CartaSi and the Sponsors’ 
experience in other investments. Our Sponsors’ estimate that the total annualized run-rate benefit to adjusted pro forma 
EBITDA from these operational efficiencies, which are expected to be realized within two-to-three years following the 
Mercury Payments Acquisition and the Acquisitions, will be approximately €59.7 million. These estimated operational 
efficiencies are based on our Sponsors’ experience with previous investments in the industry, as well as industry 
benchmarking, advice from industry experts and management consultants retained in connection with the Acquisition. 
There can be no assurance that we will realize all or any of these potential operational efficiencies.  

Continue to Explore Selective Acquisitions of Synergistic and High Growth Businesses 

We believe the Combined Group provides a strong platform due to our scale and integrated business model, 
thereby offering significant potential for synergies with other payments services businesses as well as capability 
enhancement. We have a long and successful track record in integrating businesses and achieving synergies, and we 
expect to achieve significant synergies in connection with the Mercury Payments Acquisition and the Acquisitions. 
Given the Sponsors’ and our management’s extensive industry experience, ICT expertise and significant organizational 
capabilities, we also expect to benefit from their expertise in complementary and value-accretive businesses. We intend 
to continue to selectively evaluate and potentially acquire high growth companies with synergistic technologies, customer 
relationships and product offerings as appropriate opportunities arise. 

History 

ICBPI was founded in 1939 by six Italian cooperative, or popolari, banks as a joint undertaking to provide 
essential banking infrastructure to the entire network of Italy’s popolari banks. In keeping with this objective, ICBPI 
gradually expanded its service offering over the course of the following decades. Driven by emerging outsourcing trends 
and growing economies of scale, we grew our service offering both organically and through a series of synergistic 
acquisitions. We strengthened our Payments Business and debit card activities through the add-on acquisition of a similar 
business from Banca Popolare di Lodi which widened our network of partner banks to include the Casse di Risparmio 
banks. The subsequent acquisitions of Key Client in 2006 and CartaSi in 2009 solidified our position in the Italian 
payment card issuing and merchant acquiring industries. In 2010, we devised a strategy to expand our service offering 
through the inception of our Securities Services Business, which was realized through the acquisition of Centrosim (a 
company engaged in investment services) and a portfolio of depositary bank activities. We acquired two additional card 
issuing businesses called C-Card and Unicard, which merged with CartaSi in December 2014 and August 2015, 
respectively. In November 2015, a majority stake in ICBPI was acquired by HoldCo, a company owned by the Sponsors. 
On December 2016, Mercury Payments Bidco acquired the Mercury Payments Business and Mercury Processing 
International.  

Recent Developments 

Recent Trading 

The ICBPI Group’s profit for the period attributable to the owners of the parent for the year ended 
December 31, 2016, is expected on a preliminary basis to be approximately €103 million. 

The ICBPI Group’s estimated combined segment operating revenue and combined segment normalized 
EBITDA for the three months ended December 31, 2016, increased compared to our combined segment operating 
revenue and combined segment normalized EBITDA for the three months ended December 31, 2015. Our estimated 
combined segment operating revenue increased by approximately €1.8 million, or 1.0%, from €177.8 million for the 



three months ended December 31, 2015 to approximately €179.7 million for the three months ended December 31, 2016. 
Our estimated combined segment normalized EBITDA increased by approximately €11.6 million, or 24.1%, from 
approximately €47.9 million for the three months ended December 31, 2015 to €59.4 million for the three months ended 
December 31, 2016, due to higher combined segment operating revenue and lower administrative expenses. The 
estimated contribution of our CartaSi segment to combined segment normalized EBITDA increased by approximately 
€12.5 million, or 36.1%, from €34.5 million for the three months ended December 31, 2015, to approximately 
€47.0 million for the three months ended December 31, 2016, due to higher combined segment operating revenue and 
lower administrative expenses. The estimated contribution of our Payments segment to combined segment normalized 
EBITDA increased by approximately €1.4 million, or 24.5%, from € 5.7 million for the three months ended 
December 31, 2015, to approximately €7.1 million for the three months ended December 31, 2016, due to higher 
combined segment operating revenue and lower administrative expenses. The estimated contribution of our Securities 
Services segment to combined segment normalized EBITDA increased by approximately €1.5 million, from €1.8 million 
for the three months ended December 31, 2015, or 83.8%, to approximately €3.2 million for the three months ended 
December 31, 2016, due to lower administrative expenses. The estimated contribution of our BPO Services Business to 
combined segment normalized EBITDA decreased by approximately €0.4 million, or 14.1%, from €2.7 million for the 
three months ended December 31, 2015, to approximately €2.3 million for the three months ended December 31, 2016, 
due to lower combined segment operating revenue. The estimated contribution of Other Group Activities segment to 
combined segment normalized EBITDA decreased by approximately €3.5 million, from €3.1 million for the three months 
ended December 31, 2015, to approximately negative €0.3 million for the three months ended December 31, 2016, due to 
lower net interest income. 

We estimate on a preliminary basis that the ICBPI Group’s estimated combined segment operating revenue and 
combined segment normalized EBITDA for the year ended December 31, 2016 increased compared to our combined 
segment operating revenue and combined segment normalized EBITDA for year ended December 31, 2015. Our 
estimated combined segment operating revenue increased by approximately €7.5 million, or 1.1%, from €679.9 million 
for the year ended December 31, 2015, to approximately €687.4 million for the year ended December 31, 2016, despite a 
decrease in combined segment operating revenue from our Other Group Activities segment by approximately 
€19.2 million, from €53.4 million for the year ended December 31, 2015, to approximately €34.1 million for the year 
ended December 31, 2016, as a result of lower net interest income. The ICBPI Group’s estimated combined segment 
normalized EBITDA increased by approximately €27.8 million, or 13.9%, from €200.2 million for the year ended 
December 31, 2015, to approximately €228.0 million for the year ended December 31, 2016. 

After giving effect to the Mercury Payments Acquisition, the CET1 ratio of the ICBPI Group (measured at the 
level of HoldCo) is estimated on a preliminary basis to be 22-23% as of December 31, 2016. 

The preliminary financial results presented above are derived from our accounting records and internal 
management accounts and have not been prepared on the same basis as our Financial Statements. For a description of 
how our operating segment information differ from our Financial Statements, see “—Summary Historical Financial and 
Other Information—Summary ICBPI Group Historical Consolidated Financial Information—Operating Segment 
Information of the ICBPI Group.” This information has not been audited, reviewed or compiled, nor have any 
procedures been performed by our independent auditors with respect thereto. Accordingly, you should not place undue 
reliance on it, and no opinion or any other form of assurance is provided with respect thereto. Our preliminary financial 
results are based upon a number of assumptions and judgments that are subject to inherent uncertainties and are subject 
to change, and are not intended to be a comprehensive statement of our financial or operational results for the three 
months ended December 31, 2016. We have not yet prepared consolidated financial statements for the year ended 
December 31, 2016. Accordingly, the preliminary financial results presented above are subject to the completion of our 
results for the year ended December 31, 2016, may change and those changes may be material. See “Risk Factors.”  

Mercury Payments Acquisition 

On December 15, 2016, HoldCo closed its previously announced acquisition of the Mercury Payments Business 
and Mercury Processing International from Intesa Sanpaolo for a total purchase price of € 1,035 million in cash (the 
“Mercury Payments Acquisition”). The debt financing for the Mercury Payments Acquisition was provided by certain 
private investors through the issuance by the Issuer pursuant to an indenture supplement under the Base Indenture of 
€600.0 million in aggregate principal amount of Private Placement Notes. To facilitate the Mercury Payments 
Acquisition, HoldCo incorporated Mercury Payments Bidco. The proceeds from the offering of the Private Placement 
Notes were loaned by the Issuer to the Sponsors’ HoldCos through the 2016 Proceeds Loans, contributed to HoldCo’s 
equity and ultimately contributed to the equity of Mercury Payments Bidco. The Sponsors provided additional equity 
funding in an amount equal to €510.2 million to the Sponsors’ HoldCos the proceeds of which were likewise ultimately 
contributed to Mercury Payments Bidco’s equity. On December 15, 2016, the principal amount available under the 
Revolving Credit Facility was increased to €95.0 million in connection with the Mercury Payments Acquisition. Subject 
to the completion of the MPS Acquisition and the satisfaction of certain other conditions, the amount available under the 



Revolving Credit Facility will be increased to €100.0 million. Mercury Payments Business was acquired subject to 
certain existing indebtedness.  

Equens-Worldline Combination 

On September 30, 2016, Equens SE (now equensWorldline), in which ICBPI held a 20% equity interest and to 
which ICBPI outsources certain payment processing and other ICT activities mainly related to payment cards and 
payments, and Worldline, a European leader in payment and transaction services, announced the completion of their 
business combination which consisted of two transactions. Pursuant to the first transaction, the financial processing 
businesses of Worldline have been merged with Equens SE. The combined business was re-named equensWorldline. 
Worldline owns 63.6% and the former shareholders of Equens hold 36.4% of the share capital of equensWorldline, with 
ICBPI holding 5.8% of equensWorldline. Pursuant to the second transaction, Worldline acquired Equens’s commercial 
acquiring subsidiary Paysquare for an enterprise value of €72 million in cash. ICBPI had granted its consent to the 
transactions in connection with the recent renegotiation of its contracts with Equens SE and expects to continue to carry 
on business with equensWorldline. 

The foregoing summary does not purport to be complete, is based on public statements and filings, and has not 
been independently verified by us or any independent sources.  

Post-Completion Merger 

In connection with the ICBPI Acquisition, HoldCo acquired ICBPI by way of its wholly owned subsidiary, 
Mercury Italy. On December 29, 2016, the Post-Completion Merger closed, pursuant to which Mercury Italy merged 
with and into ICBPI, and Mercury Italy ceased to exist. 

Strategic Plan 

The board of directors of ICBPI is considering adopting a strategic plan covering the period to 2021 to position 
the Combined Group to take advantage of future opportunities and continue leading in digital payments in Italy. This 
strategic plan involves growing the business of the Combined Group through product leadership and customer experience 
excellence, accelerating the Combined Group’s scale and competency building through selective acquisitions, increasing 
the Combined Group’s investments in technology and other areas to fuel growth and driving efficiency to focus and fund 
these investments. If this strategic plan is approved by the board of directors of ICBPI and implemented, management 
has estimated it could result in significant growth and cost savings, and significant growth in the combined segment 
normalized EBITDA of the Combined Group. This strategic plan contemplates up to €5 billion of investments (including 
the Mercury Payments Acquisition and the Acquisitions) in the Combined Group and could also result in capital 
expenditures related to investments in ICT and other transformative activities, as well as significant investments to 
realize planned efficiencies over the period of the plan. To fund these additional expenditures, or to make up any capital 
shortfall of HoldCo resulting from such additional expenditures, we may be required to raise additional funding in the 
future, whether through drawings under our Revolving Credit Facility, equity investments from the parent companies of 
HoldCo, new third-party indebtedness, proceeds of asset disposals (including sales of non-core assets) or other sources. 
Any decision on whether to approve this strategic plan is expected to occur during the course of February 2017. 

The Transactions 

The Acquisitions 

The MPS Acquisition 

On February 3, 2017, ICBPI entered into the MPS Acquisition Agreement pursuant to which it agreed to acquire 
MPS Acquiring from BMPS. MPS Acquiring constitutes the merchant acquiring and POS management contracts of 
BMPS, Italy’s fourth-largest bank and includes contracts with approximately 100,000 merchant acquiring customers. The 
ICBPI Group and BMPS also agreed, upon closing of the MPS Acquisition and subject to an exclusivity period of five 
years, to enter into a marketing and distribution agreement pursuant to which BMPS will make available and promote, 
market and distribute to its merchant customers CartaSi’s products and services and refer interested customers to CartaSi. 
See “Description of MPS Acquiring—Sales and Marketing.” 

The consummation of the MPS Acquisition pursuant to the MPS Acquisition Agreement is subject to 
satisfaction of certain conditions, including (i) the completion of the transfer of the shares owned by BMPS in Bassilichi 
Payments pursuant to the Bassilichi Payments Acquisition Agreement, (ii) the absence of any prescribed course of action 
by the European Central Bank, the Directorate General for Competition or other authorities, which is incompatible with 
the MPS Acquisition and (iii) approval of the MPS Acquisition by the Italian competition authority and the Bank of Italy. 
If the conditions precedent to the MPS Acquisition are not satisfied by September 30, 2017, which may be extended to 



November 30, 2017 by mutual agreement, MPS Acquisition Agreement will terminate in accordance with its terms, 
unless otherwise extended by the parties thereto. See “Risk Factors—Risks Related to the Transactions—Each of the 
Acquisitions is subject to significant uncertainties and risks.” 

ICBPI is entitled to assign its interest under the MPS Acquisition Agreement to CartaSi in its sole discretion. 

The Bassilichi Payments Acquisition 

On December 6, 2016, ICBPI entered into the Bassilichi Payments Acquisition Agreement pursuant to which 
ICBPI agreed to acquire from the various sellers under the Bassilichi Payments Acquisition Agreement (i) 92.24% of the 
capital stock of Bassilichi S.p.A., (ii) BMPS’s minority interest in Consorzio Triveneto, currently a majority-owned 
subsidiary of Bassilichi Payments and (iii) MDM Holding S.r.l.’s minority interest in Moneynet S.p.A., currently a 
majority-owned subsidiary of Bassilichi Payments. In the event certain conditions are satisfied, ICBPI is required under 
the Bassilichi Payments Acquisition Agreement to purchase 100% of the capital stock of Bassilichi S.p.A. The previously 
reported enterprise value of Bassilichi S.p.A. of € 230 million was stated prior to adjustments related to Bassilichi 
Payments’ net financial position, minorities equity interests and other adjustments (such as for provisions). Founded in 
1957, Bassilichi Payments is a leading Italian payment institution. Building on a close relationship with BMPS, Italy’s 
fourth-largest bank, Bassilichi Payments provides a wide range of payments, business process outsourcing (BPO) and 
ancillary services to BMPS and other financial institutions, approximately 130,000 merchants and approximately 600 
corporate clients. 

The consummation of the Bassilichi Payments Acquisition pursuant to the Bassilichi Payments Acquisition 
Agreement is subject to satisfaction of certain conditions, including (i) the divestiture of certain companies of Bassilichi 
Payments which we do not intend to purchase (the “Excluded Companies”) and the incorporation of a newly 
incorporated entity to which the sellers under the Bassilichi Payments Acquisition Agreement will transfer their 
respective interests in such companies, (ii) the renewal of certain agreements between Bassilichi Payments and its main 
customer, BMPS and (iii) approval of the Bassilichi Payments Acquisition by the Italian competition authority and 
approval by the Bank of Italy. If the conditions precedent to the Bassilichi Payments Acquisition are not satisfied by 
June 30, 2017, the Bassilichi Payments Acquisition Agreement will terminate in accordance with its terms, unless 
otherwise extended by the parties thereto. 

In addition, the Bassilichi Payments Acquisition Agreement stipulates an undertaking by ICBPI to loan an 
amount equal to €5.0 million to the Excluded Companies, a covenant to maintain a business relationship with one of the 
Excluded Companies and an earn-out provision in favor of the sellers under the Bassilichi Payments Agreement, in case 
of a sale by the ICBPI Group of all or a portion of its interests in Bassilichi Payments within twelve months following the 
closing of the Bassilichi Payments Acquisition. Please see “Risk Factors—Risks Related to the Transactions—Each of 
the Acquisitions is subject to significant uncertainties and risks.” 

ICBPI is entitled to assign its interest under the Bassilichi Payments Acquisition Agreement to CartaSi in its 
sole discretion. 

The DB Cards Acquisition 

On February 1, 2017, CartaSi entered into the DB Cards Acquisition Agreement pursuant to which it agreed to 
acquire DB Cards Acquiring from Deutsche Bank S.p.A. for cash consideration of €30.0 million, subject to further 
adjustments. In addition, CartaSi and Deutsche Bank S.p.A. entered into a marketing and distribution agreement for a 
term of five years with a five-year extension (unless one party provides the other party with a six month written notice of 
withdrawal), pursuant to which Deutsche Bank S.p.A. will continue to service the existing customers of DB Cards 
Acquiring and leverage its network of Italian bank branches as referral centers and distribution channels in exchange for 
a management and distribution fee. 

DB Cards Acquiring consists of Deutsche Bank S.p.A.’s merchant acquiring business in Italy, with 
approximately 15,000 merchants and 19,300 managed POS. Deutsche Bank S.p.A. is an existing partner bank in 
CartaSi’s merchant acquiring business; however, DB Cards Acquiring will be migrated to a direct acquiring contract, 
which will remove Deutsche Bank S.p.A. in its former capacity as partner bank and allows for an improved merchant 
proposition and faster innovation. A direct relationship with these merchants provides CartaSi the opportunity to directly 
respond to such customers’ needs and sell them targeted value-added services. As part of DB Cards Acquiring, we also 
assumed Deutsche Bank S.p.A.’s contracts with 2 employees and various suppliers. We estimate that, including synergies 
and cost savings, the DB Cards Acquiring would have contributed approximately €5.5 million adjusted pro forma of 
EBITDA in the twelve months ended September 30, 2016. 

The consummation of the DB Cards Acquisition pursuant to the DB Cards Acquisition Agreement is subject to 
satisfaction of certain conditions, including (i) consent from Visa and MasterCard, (ii) the entry into a transitional 



services agreement between Deutsche Bank S.p.A. and CartaSi and (iii) the lapse of 60 days following notification of the 
transaction to the Bank of Italy. If the conditions precedent to the DB Cards Acquisition are not satisfied by October 30, 
2017, the DB Cards Acquisition Agreement will terminate in accordance with its terms, unless otherwise extended by the 
parties thereto. Please see “Risk Factors—Risks Related to the Transactions—Each of the Acquisitions is subject to 
significant uncertainties and risks.” 

The Financing 

We expect to finance the Acquisitions as follows: 

• the Issuer will on-lend the proceeds from the Offering of the Notes in an aggregate principal amount of 
€600.0 million to the Sponsors’ HoldCos via one or more intercompany loans (the “2017-1 Proceeds 
Loans”); and 

• the Sponsors’ HoldCos, in turn, will contribute a portion of the proceeds received under the Proceeds Loans 
to HoldCo’s equity and will retain €34.0 million as a cash overfund. The Issuer and HoldCo will also pay 
certain fees and expenses in connection with the Transactions; and 

Depending on the excess capital position of ICBPI and CartaSi: 

• ICBPI and/or CartaSi will use excess capital to fund consideration payable for each of the Acquisitions, or 
HoldCo may further contribute the proceeds to the ICBPI, and ICBPI may further contribute such proceeds 
to CartaSi. 

Pending consummation of the Acquisitions, the gross proceeds from the Offering of the Notes will be deposited 
in escrow accounts in respect of each of the MPS Acquisition, the Bassilichi Payments Acquisition and the DB Cards 
Acquisition. See “Risk Factors—Risks Related to the Transactions—If the conditions to the escrow are not satisfied, the 
Issuer will be required to redeem part or all of the Notes, which means that you may not obtain the return you expect on 
the Notes.” 

We refer to the Acquisitions and the Financing together as the “Transactions.” 

Sources and Uses of the Transactions 

The expected estimated sources and uses of the funds necessary to consummate the Transactions (including the 
Acquisitions) are shown in the table below. Actual amounts will vary from estimated amounts depending on several 
factors, including certain adjustments to the purchase price of the Acquisitions and differences from our estimates of fees 
and expenses. Any changes in these amounts may affect the amount of the purchase price for the Acquisitions and the 
total transaction costs. 

Sources  Uses  
(in € millions)  (in € millions)  
Notes(1) ..............................................................  600.0 Cash overfund ...................................................  34.0 
Excess capital of the ICBPI Group(2) ................  139.0 Purchase price for MPS  
  Acquiring(3) .......................................................  520.0 
  Purchase price for Bassilichi Payments(4) .........  120.0 
  Purchase price for DB Cards Acquiring(5) ........  30.0 
  Total transaction costs(6) ...................................  35.0 
Total Sources ...................................................  739.0 Total Uses ........................................................  739.0 

 
(1) The Issuer will on-lend the proceeds from the Notes via the 2017-1 Proceeds Loans to the Sponsors’ HoldCos. The proceeds of the 2017-1 

Proceeds Loans received by each Sponsors’ HoldCo will be contributed to HoldCo (less €34.0 million retained by the Sponsors’ HoldCos as 
the cash over fund) and then contributed to the ICBPI Group to fund the consideration payable for the Acquisitions. 

(2) Represents cash on hand available to the ICBPI Group which, in compliance with the applicable capital adequacy requirements, will be used 
to finance part of the purchase price for one or more of the Acquisitions. 

(3) Represents the consideration for MPS Acquiring to be paid to BMPS in its capacity as the seller under the MPS Acquisition Agreement. 

(4) Represents a portion of the consideration for the entire share capital of Bassilichi Payments to be paid to the sellers under the Bassilichi 
Payments Acquisition Agreement. If the Bassilichi Payments Acquisition closes prior to the MPS Acquisition, the purchase price for the 
Bassilichi Payments Acquisition will be paid using excess capital of ICBPI and/or CartaSi, and the amount of proceeds of the Notes 
allocated in respect of the Bassilichi Payments Acquisition will be used for general corporate purposes upon the MPS Completion Date. 



(5) Represents the consideration for DB Cards Acquiring to be paid to Deutsche Bank S.p.A. under the DB Cards Acquisition Agreement. If the 
DB Cards Acquisition closes prior to the MPS Acquisition, the purchase price for the DB Cards Acquisition will be paid using excess capital 
of ICBPI and/or CartaSi, and the amount of proceeds of the Notes allocated in respect of the DB Cards Acquisition will be used for general 
corporate purposes upon the MPS Completion Date. 

(6) Represents certain estimated fees and expenses associated with the Transactions, including commitment, placement and other financing fees, 
financial advisory costs, other transaction costs (including original issue discount) and professional fees. 



SUMMARY HISTORICAL FINANCIAL AND OTHER INFORMATION 

The following tables present the ICBPI’s and the Combined Group’s summary financial information, and have 
been derived from, and should be read in conjunction with, our Financial Statements included elsewhere or incorporated 
by reference in this Information Release and the sections entitled “Mercury Payments Business’s Management’s 
Discussion and Analysis of Financial Condition and Results of Operations,” “Management’s Discussion and Analysis of 
Results of Operations of MPS Acquiring” and “Bassilichi Payments’s Management’s Discussion and Analysis of 
Financial Condition and Results of Operations.” The Historical Financial Statements (other than Bassilichi Payments’ 
Financial Statements) are presented in accordance with IFRS. The information below is not necessarily indicative of the 
results of future operations. 

Summary Mercury Group Historical Consolidated Financial Information 

Summary Historical Consolidated Income Statement Information 

HoldCo was incorporated on June 15, 2015, solely for the purposes of the ICBPI Acquisition, and acquired the 
ICBPI Group on December 17, 2015. Prior to the consummation of the ICBPI Acquisition, HoldCo had no material 
assets or liabilities and, immediately following the ICBPI Acquisition, its only material assets and liabilities were its 
interests in the ICBPI Group and contributions to its share capital received from the Sponsors’ HoldCos. Set forth below 
is summary consolidated income statement information for the Mercury Group for the periods indicated. Because the 
ICBPI Acquisition was only completed on December 17, 2015 and significantly affects the comparability of the Mercury 
Group’s financial information, we have not included any further discussion of the financial condition, results of 
operations or cash flows of the Mercury Group in this Information Release except for HoldCo’s Financial Statements 
(which are incorporated by reference herein). 

 Mercury Group 

 
June 15 to 

December 31, 

Nine months 
ended 

September 30, 
 2015 2016 
 (in € millions) 

Net interest income ......................................................................................................................  — 29.0 
Net fee and commission income ..................................................................................................  0.2 304.6 
Total income ................................................................................................................................  0.2 335.8 
Net financial income ....................................................................................................................  0.2 333.9 
Administrative expenses: .............................................................................................................  (9.1) (414.2) 

a) payroll and related costs .....................................................................................................  (0.2) (110.9) 
b) other administrative expenses ..............................................................................................  (8.9) (303.3) 

Net accruals to provisions for risks and charges ..........................................................................  — (3.2) 
Depreciation and net impairment losses on property, equipment and investment property .........  — (17.3) 
Amortization and net impairment losses on intangible assets ......................................................  — (17.4) 
Other operating income, net .........................................................................................................  — (207.7) 
Operating costs ............................................................................................................................  (9.1) (244.4) 
Pre-tax profit (loss) from continuing operations ..........................................................................  (8.9) 89.4 

Income taxes ............................................................................................................................  (2.7) (20.7) 
Post-tax profit (loss) from continuing operations ....................................................................  (11.6) 68.7 

Profit (loss) for the period attributable to non-controlling interests .........................................  — (8.9) 
Profit for the period attributable to the owners of the Group ...............................................  (11.6) 59.8 

Summary ICBPI Group Historical Consolidated Financial Information 

Summary Historical Consolidated Income Statement Information 

 ICBPI Group 

 
Year ended 

December 31, 
Nine months ended 

September 30, 

Twelve 
months 
ended 

September 30, 
 2013 2014 2015 2015 2016 2016 
 (in € millions) 

Interest and similar income................................................................................  102.9 93.3 74.5 58.2 49.1 65.4 
Interest and similar charges ...............................................................................  (25.8) (24.4) (23.3) (15.8) (20.1) (27.6) 

Net interest income ...............................................................................................  77.1 68.8 51.2 42.3 29.1 38.0 
Fee and commission income ..............................................................................  1,017.7 1,033.7 1,054.1 784.1 726.7 996.7 
Fee and commission expense.............................................................................  (678.0) (673.3) (669.7) (505.3) (422.1) (586.5) 

Net fee and commission income ...........................................................................  339.7 360.5 384.4 278.9 304.6 410.1 
Dividends and similar income .................................................................................  1.0 0.3 0.2 — — 0.2 



Net trading income..................................................................................................  4.1 5.0 4.7 4.2 2.2 2.7 
Net profit on sale or repurchase ..............................................................................  3.7 3.5 — — 260.3 260.3 
Total income ..........................................................................................................  425.7 438.1 440.7 325.4 596.1 711.4 

Net impairment losses .......................................................................................  (7.2) (6.0) (7.3) (2.8) (1.9) (6.4) 
Net financial income .............................................................................................  418.4 432.1 433.4 322.7 594.2 704.9 

Administrative expenses: .............................................................................  (503.6) (524.3) (531.6) (380.5) (394.1) (545.2) 
a) payroll and related costs ....................................................................  (132.5) (140.1) (139.4) (103.8) (110.3) (145.9) 
b) other administrative expenses ............................................................  (371.1) (384.2) (392.2) (276.7) (283.7) (399.2) 

Net accruals to provisions for risks and charges ...........................................  (2.1) (1.4) (0.0) (1.5) (3.2) (1.7) 
Depreciation and net impairment losses on property ....................................  (20.1) (20.1) 21.7 (16.0) (17.4) 20.3 
Amortization and net impairment losses on intangible assets .......................  (12.9) (16.5) (21.1) (15.5) (17.4) (23.0) 
Other net operating expenses/income ...........................................................  283.1 288.6 282.7 208.0 191.1 265.8 

Operating costs ................................................................................................  (255.6) (273.6) (291.7) (205.4) (240.9) (327.2) 
Share of losses of investees ...............................................................................  (11.4) (1.2) (0.0) 1.2 22.3 21.1 

Pre-tax profit .........................................................................................................  151.4 157.4 141.6 118.4 375.5 398.7 
Income taxes .....................................................................................................  (75.3) (57.8) (46.4) (38.5) (56.1) (64.0) 

Profit for the period ..............................................................................................  76.1 99.6 95.2 79.9 319.4 334.7 
Profit for the period attributable to non-controlling interests .............................  (2.9) (3.3) (4.7) (3.2) (7.5) (9.0) 

Profit for the period attributable to the owners of the parent............................  73.2 96.4 90.5 76.7 311.9 325.7 

Summary Historical Consolidated Statement of Financial Position Information 

 ICBPI Group 
 As of December 31, As of September 30, 
 2013 2014 2015 2015 2016 
 (in € millions) 

Assets      
Cash and cash equivalents .....................................................................  186.5 0.5 22.3 0.5 1,294.8 
Financial assets held for trading(1) .........................................................  10.7 19.6 18.7 20.1 14.5 
Available-for-sale financial assets(1) ......................................................  2,518.1 2,535.3 2,609.1 2,448.4 2,551.1 
Held-to-maturity investments(1) .............................................................  91.9 46.0 31.8 36.2 15.9 
Loans and receivables with banks..........................................................  1,043.8 610.7 827.7 1,939.4 1,892.3 
Loans and receivables with customers ...................................................  3,533.4 3,855.0 3,536.9 3,757.3 3,259.8 
Equity investments .................................................................................  109.2 106.7 106.4 107.6 9.7 
Property, equipment and investment property .......................................  171.2 173.1 170.4 168.6 167.8 
Intangible assets .....................................................................................  143.9 169.9 161.0 162.4 172.6 
including goodwill .................................................................................  77.3 77.7 77.7 77.7 77.7 
Tax assets ...............................................................................................  71.8 54.2 63.5 53.6 54.3 
Other assets ............................................................................................  495.6 464.9 440.6 466.7 472.2 
Total assets ...........................................................................................  8,375.8 8,035.9 8,174.7 9,160.8 9,905.0 
Liabilities      
Due to banks ..........................................................................................  2,219.9 2,502.5 1,631.8 2,009.3 1,584.0 
Due to customers ...................................................................................  4,008.6 3,099.5 4,547.2 5,227.8 6,392.9 
Securities issued.....................................................................................  10.0 — — — 0.0 
Financial liabilities held for trading .......................................................  7.1 6.2 4.9 8.1 3.7 
Tax liabilities .........................................................................................  48.1 41.1 52.1 54.5 52.9 
Other liabilities ......................................................................................  1,140.6 1,362.7 707.6 783.1 611.8 
Post-employment benefits......................................................................  19.5 22.9 21.7 21.6 23.4 
Provisions for risks and charges ............................................................  46.1 43.5 39.1 41.6 37.9 
Valuation reserves .................................................................................  77.8 75.5 232.4 72.3 63.8 
Reserves .................................................................................................  507.8 565.2 630.9 644.5 620.0 
Share premium .......................................................................................  148.2 148.2 148.2 148.2 148.2 
Share capital ..........................................................................................  42.6 42.6 42.6 42.6 42.6 
Equity attributable to non-controlling interests .....................................  26.4 29.8 25.6 30.6 12.0 
Retained earnings ...................................................................................  73.2 96.4 90.5 76.7 311.9 
Total liabilities and equity ...................................................................  8,375.8 8,035.9 8,174.7 9,160.8 9,905.0 

 
(1) The increase in available-for-sale financial assets for each period between 2013 and 2015 is mainly related to additional purchases of Italian 

government bonds. 

Operating Segment Information of the ICBPI Group 

As permitted by IFRS 8, Operating Segments, the operating segment information set forth above is based on 
accounting policies that differ in important ways from the consolidated financial statements presented in accordance with 
IFRS: 



• Non-core banking activities:  In particular, ICBPI’s Financial Statements and the Pro Forma Combined 
Income 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 many of 
ICBPI’s and the Combined Group’s operations, including its POS business, ATM management, HelpLine, 
debit servicing, clearing, digital corporate banking, BPO Services and certain other operations are not 
considered under IFRS to be financial income core to the operations of a bank, a significant amount of 
ICBPI’s and the Combined Group’s revenues and costs are classified in ICBPI’s Financial Statements and 
the Pro Forma Combined Income Statements under other net operating expenses/income. 

• Reassignment:  In ICBPI’s historical operating segment information and in the Pro Forma Combined 
Operating Segment Information, we reassign the amounts to the line items operating revenue and operating 
costs to provide us with a clearer picture of ICBPI’s and the Combined Group’s operating results. 

• Reconciliation:  Operating profits in ICBPI’s segment information are the net of segment operating 
revenues and segment operating costs. Adding the line items depreciation, amortization and impairment 
losses on property, equipment, investment property and intangible assets, share of gain/losses of investees, 
non-recurring/extraordinary operating costs/income, income taxes and profit for the period attributable to 
non-controlling interests reconciles ICBPI’s combined segment operating profit and the Pro Forma total 
combined segment operating profit to consolidated net profit for the period attributable to the owners of the 
parent in ICBPI’s Financial Statements and the Pro Forma Combined Income Statements, respectively. 

IFRS 8 requires companies to determine their operating segments using the management approach. 
Consequently, other companies may determine segment information differently than we do. Comparability of operating 
segment information to other companies was not an objective of IFRS 8. Consequently, our operating segment 
information may or may not be comparable to other companies. For further information, see “Summary Combined Group 
Pro Forma Financial Information—Pro Forma Combined Segment Information.”  

 ICBPI Group Combined Operating Segment Information 

 
Year ended 

December 31, 
Nine months ended 

September 30, 

Twelve 
months 
ended 

September 30, 
 2013 2014 2015 2015 2016 2016 
   (in € millions)   

Net fee, commission and other business income .....................................................  575.0 595.0 619.7 453.8 477.0 642.9 
Net interest income .................................................................................................  77.6 69.9 55.1 43.8 28.2 39.5 
Net trading/hedging income ....................................................................................  4.2 5.0 4.7 4.2 2.2 2.7 
Dividends from equity investments and AFS ..........................................................  2.1 0.4 0.5 0.3 0.4 0.6 
Combined segment operating revenue.................................................................  658.8 670.4 679.9 502.1 507.8 685.6 
Administrative expenses .........................................................................................  (462.1) (464.9) (472.5) (341.0) (333.4) (464.9) 

thereof: Payroll and related costs......................................................................  (131.1) (134.3) (136.2) (101.7) (101.9) (136.4) 
thereof: Other administrative expenses .............................................................  (331.0) (330.6) (336.3) (239.3) (231.4) (328.4) 

Depreciation, amortization and impairment losses on property, equipment, 
investment property and intangible assets (included in Operating profit)(1) ........  (25.4) (27.9) (32.3) (23.5) (26.9) (35.7) 

Other net operating expenses/income ......................................................................  12.6 5.3 6.2 2.0 3.0 7.2 
Net accruals to provision for risk and charge ..........................................................  (15.5) (15.3) (13.4) (10.8) (8.8) (11.4) 
Combined segment operating costs ......................................................................  (490.4) (502.8) (512.0) (373.2) (366.0) (504.8) 
Total combined segment operating revenue ............................................................  658.8 670.4 679.9 502.1 507.8 685.6 
Total combined operating costs ...............................................................................  (490.4) (502.8) (512.0) (373.2) (366.0) (504.8) 
Combined segment operating profit(1) .................................................................  168.4 167.6 167.9 128.9 141.7 180.7 
Total combined segment operating revenue ............................................................  658.8 670.4 679.9 502.1 507.8 685.6 
Total combined segment operating costs (net of depreciation and amortization)(1) ..  (465.0) (474.9) (479.7) (349.7) (339.2) (469.2) 
Combined segment normalized EBITDA(1) .........................................................  193.8 195.5 200.2 152.4 168.6 216.4 

 
(1) The ICBPI Group’s combined segment operating profit is the net of combined segment operating revenue and combined segment operating 

costs. Adding the line item depreciation, amortization and impairment losses on property, equipment, investment property and intangible 
assets (included in operating profit) back to combined segment operating profit gives combined segment normalized EBITDA. 

 

Operating Segment Information 

 ICBPI Group Operating Segment Information 

 
Year ended 

December 31, 
Nine months ended 

September 30, 

Twelve 
months 
ended 

September 30, 
 2013 2014 2015 2015 2016 2016 
 (in € millions, except where stated otherwise) 

Combined segment operating revenue.................................................................  658.8 670.4 679.9 502.1 507.8 685.6 
CartaSi segment operating revenue ...................................................................  419.8 429.5 441.2 324.1 345.0 462.1 

Card Issuing ................................................................................................  204.0 207.3 212.5 155.9 154.1 210.7 



Merchant Acquiring and POS ......................................................................  164.3 166.0 172.5 127.0 145.7 191.2 
Other(1) ........................................................................................................  51.5 56.3 56.2 41.3 45.2 60.1 

Payments segment operating revenue ................................................................  89.4 87.0 88.1 63.4 66.1 90.8 
Securities Services segment operating revenue ..................................................  53.8 62.4 68.1 51.2 49.5 66.4 
BPO Services segment operating revenue .........................................................  22.6 26.7 29.2 20.4 20.8 29.6 
Other Group Activities segment operating revenue ...........................................  76.2 68.2 56.7 44.9 30.3 42.1 
Consolidation adjustments segment operating revenue ......................................  (3.0) (3.5) (3.4) (1.9) (4.0) (5.5) 

Combined segment normalized EBITDA ............................................................  193.8 195.5 200.2 152.4 168.6 216.4 
CartaSi segment normalized EBITDA ...............................................................  113.7 119.7 129.3 94.8 123.6 158.1 
Payments segment normalized EBITDA ...........................................................  23.0 17.1 20.2 14.4 17.8 23.6 
Securities Services segment normalized EBITDA .............................................  3.3 8.3 12.2 10.4 10.0 11.8 
BPO Services segment normalized EBITDA .....................................................  6.4 7.2 7.9 5.2 6.3 9 
Other Group Activities segment normalized EBITDA ......................................  46.9 43.3 30.8 27.5 10.9 14.2 
Consolidation adjustments .................................................................................  0.5 (0.1) (0.1) — 0.1 — 

Combined segment normalized EBITDA margin ...............................................  29.4% 29.2% 29.4% 30.3% 33.2% 32.30% 
CartaSi segment normalized EBITDA margin ...................................................  27.1% 27.9% 29.3% 29.2% 35.8% 35.90% 
Payments segment normalized EBITDA margin ...............................................  25.7% 19.7% 22.9% 22.7% 26.8% 27.0% 
Securities Services segment normalized EBITDA margin .................................  6.1% 13.3% 17.9% 20.4% 20.2% 17.70% 
BPO Services segment normalized EBITDA margin .........................................  28.3% 27.0% 27.1% 25.6% 30.3% 31.80% 
Other Group Activities segment normalized EBITDA margin...........................  61.5% 63.5% 54.3% 61.4% 35.8% 28.70% 
Consolidation adjustments .................................................................................  (16.7)% 2.9% 4.1% 0.0% (3.5)% 0.60% 

 
(1) Includes operating revenue generated by CartaSi S.p.A. from debit servicing and ATM management, operating revenue generated by 

HelpLine S.p.A. and operating revenue generated by acquired companies within the CartaSi operating segment (such as C-Card and 
Unicard) prior to their merger with and into CartaSi S.p.A. 

Financial Condition 

The following table provides an overview of the ICBPI Group’s own funds, exposures, capital requirements and 
capital ratios as of September 30, 2015 and 2016, and as of December 31, 2013, 2014 and 2015, in each case, as reported 
pursuant to IFRS. See “Risk Factors—Risks Related to Our Business” and ICBPI’s Financial Statements included 
elsewhere or incorporated by reference herein. 

 ICBPI Group 
 As of December 31, As of September 30, 
 2013 2014 2015(9) 2015 2016(9) 
 (in € millions, except where stated otherwise) 

Own funds(1)      
Common Equity Tier 1 (CET1)(2) ......................................  — 667.1 540.8 727.1 714.7 
Tier 1 capital(3) ...................................................................  555.7 667.1 540.8 727.1 714.7 
Tier 2 capital(4) ...................................................................  31.2 16.0 — 8.5 3.4 
Total own funds................................................................  586.9 683.1 540.8 735.5 718.1 
Capital Requirements      
Credit and counterparty risk ..............................................  110.7 145.4 141.8 156.1 152.2 
Market risk .........................................................................  0.9 1.2 1.1 1.2 2.4 
Operational risk .................................................................  66.2 112.9 113.2 112.9 113.2 
Other calculation elements(5) ..............................................  66.2 112.9 — — — 
Total prudential requirements........................................  244.0 372.5 256.1 270.1 267.8 
Risk-Weighted Assets and capital ratios      
Risk-weighted assets ..........................................................  3,049.5 4,655.6 3,200.7 3,377.0 3,347.1 
CET1 capital ratio(6) ...........................................................  — 14.33% 16.89% 21.53% 21.35% 
Tier 1 capital ratio(7) ...........................................................  18.22% 14.33% 16.89% 21.53% 21.35% 
Total capital ratio(8) ............................................................  19.25% 14.67% 16.89% 21.78% 21.45% 

 
(1) CET1 Capital, Tier 1 Capital and Tier 2 Capital were all calculated in accordance with then-applicable regulations. These regulations have 

changed between the periods presented and, as a result, the values presented are not directly comparable. 

(2) Common Equity Tier 1 Capital is the primary measure of a bank’s financial strength from a regulatory perspective. It is composed mainly of 
equity capital, net of regulatory deductions. 

(3) Tier 1 capital is a measure of a bank’s financial strength from a regulatory perspective. It consists of CET1 capital and Additional Tier 1 
Capital. 

(4) Tier 2 Capital is a measure of a bank’s financial strength from a regulatory perspective. ICBPI’s Tier 2 Capital consists entirely of 
unrealized gains from our AFS Portfolio, which are partially excluded from CET1 Capital and added back to Tier 2 Capital pursuant to 
transitional rules under CRD IV. 

(5) Represents a discretionary regulatory capital requirement mandated by the Bank of Italy pursuant to communication no. 206782, dated 
February 25, 2009, following the Bank of Italy’s audit of the ICBPI Group between October 20, 2008 and December 19, 2008. The 
additional requirement was imposed in consideration of the ICBPI Group’s exposure to operational risk, reputational risk and deficiencies in 
related controls and is equal to 100% of the capital requirement for operational risk from time to time. The Bank of Italy repealed this 



discretionary regulatory capital requirement with effect as of September 30, 2015, pursuant to communication no. 0950748, dated 
September 11, 2015. 

(6) Calculated as CET1 capital / risk-weighted assets. On a fully-loaded basis, our CET1 capital ratio as of September 30, 2016 would have 
been 20.48%. 

(7) Calculated as Tier 1 capital / risk-weighted assets. On a fully-loaded basis, our Tier 1 capital ratio as of September 30, 2016 would have 
been 20.48%. 

(8) Calculated as Total own funds / risk weighted assets. On a fully-loaded basis, our Total capital ratio as of September 30, 2016 would have 
been 20.48%. 

(9) The figures as of December 31, 2015 and September 30, 2016 included in these columns are measured at HoldCo level. 

Other ICBPI Segment and Group Financial Information 

 ICBPI Group 

 Year ended December 31, 
Nine months ended 

September 30, 

Twelve 
months 
ended 

September 30, 
 2013 2014 2015 2015 2016 2016 
 (in € millions, except for percentages) 

Combined segment operating revenue ....................................................................  658.8 670.4 679.9 502.1 507.8 685.6 
Combined segment normalized EBITDA(1) .............................................................  193.8 195.5 200.2 152.4 168.6 216.4 
Combined segment normalized EBITDA margin(2) .................................................  29.4% 29.2% 29.4% 30.3% 33.2% 31.6% 
Return on average equity(3) .....................................................................................  10.5% 10.8% 8.7% — — 30.0% 
Return on average tangible equity(4) ........................................................................  12.8% 13.2% 10.4% — — 35.5% 

 
(1) We define the ICBPI Group’s combined segment normalized EBITDA as consolidated net profit for the period attributable to the owners of 

the parent, adjusted as set forth below. We believe that combined segment normalized EBITDA is useful to investors in evaluating our 
operating performance and our ability to incur and service our indebtedness. The following table is a reconciliation of net profit for the 
period attributable to the owner of the parent for the period to combined segment normalized EBITDA for the periods presented: 

 ICBPI Group 

 Year ended December 31, 
Nine months ended 

September 30, 

Twelve 
months 
ended 

September 30, 
 2013 2014 2015 2015 2016 2016 
 (in € millions) 

Consolidated net profit for the period attributable to the owners of the parent  73.2 96.4 90.5 76.7 311.9 325.7 
Profit for the period attributable to non-controlling interests ....................................  2.9 3.3 4.7 3.2 7.5 9 
Income taxes ............................................................................................................  75.3 57.8 46.4 56.1 38.5 28.8 
Share of losses of investees ......................................................................................  11.4 1.2 0.0 1.2 22.3 21.1 
Non recurring/extraordinary net financial 

income................................................................................................................  0.3 3.8 5.0 0.3 260.6 265.3 
Depreciation, amortization and impairment losses on property, equipment, 

investment property and intangible assets ...........................................................  7.5 8.6 10.5 31.5 34.8 13.8 
Other non-recurring/extraordinary operating costs ...................................................  (2.4) (3.4) 10.7 3.4 41.2 48.5 
Operating profit .....................................................................................................  168.4 167.6 167.9 128.9 141.7 180.7 
Depreciation, amortization and impairment losses on property, equipment, 

investment property and intangible assets (included in operating profit) ............  25.3 27.9 32.3 23.5 26.9 35.7 
Combined segment normalized EBITDA .............................................................  193.8 195.5 200.2 152.4 168.6 216.4 

(2) Combined segment normalized EBITDA margin represents combined segment normalized EBITDA divided by combined segment operating revenue. 

(3) We define “Return on average equity” as profit for the year attributable to the owner of the parent divided by average shareholders’ equity (each as derived from ICBPI’s 
Financial Statements). Average shareholders’ equity is calculated by adding the equity attributable to the owner of the parent at the beginning of a period to the equity 
attributable to the owner of the parent at the end of such period and dividing the result by two. 

(4) We define “Return on average tangible equity” as profit for the year attributable to the owner of the parent divided by average tangible shareholders’ equity (each as derived 
from ICBPI’s Financial Statements). Average tangible shareholders’ equity is calculated as average shareholders’ equity net of average intangible assets. Average 
shareholders’ equity is calculated by adding the equity attributable to the owner of the parent at the beginning of a period to the equity attributable to the owner of the parent 
at the end of such period and dividing the result by two; average intangible assets is calculated by adding the intangible assets at the beginning of a period to the intangible 
assets at the end of such period and dividing the result by two. 

Other Mercury Group Operating Information 

Because the ICBPI Acquisition was only completed on December 17, 2015 and significantly affects the 
comparability of the Mercury Group’s financial information, we have not included any operating information of the 
Mercury Group in this Information Release. See “—Summary Mercury Group Historical Consolidated Financial 
Information—Summary Historical Consolidated Income Statement Information.” 

Other ICBPI Group Operating Information 

 ICBPI Group 



 
As of and for the year ended 

December 31, 

As of and for the nine 
months ended 
September 30, 

As of and 
for the 
twelve 
months 
ended 

September 30, 
 2013 2014 2015 2015 2016 2016 

CartaSi operating segment(1)       
Number of managed cards (in thousands) .............................................................  24,152 25,623 27,068 26,884 27,989 27,989 

Debit cards ......................................................................................................  11,204 11,069 11,512 11,609 11,659 11,659 
Charge cards ...................................................................................................  8,447 9,092 9,332 9,285 9,480 9,480 
Prepaid cards ..................................................................................................  4,035 5,023 5,808 5,567 6,448 6,448 
Credit cards ....................................................................................................  465 439 416 423 402 402 

Value of card transactions (in € millions) ..............................................................  70,459 74,538 78,233 58,383 60,318 80,168 
Issuing(2) ..........................................................................................................  22,493 25,988 27,980 20,494 21,112 28,598 
Acquiring(2)......................................................................................................  47,965 48,550 50,252 37,889 39,206 51,569 

Number of managed transactions (in millions) ......................................................  2,075.9 2,233.5 2,465.6 1,816.5 1,958.1 2,607.2 
Issuing(3) ..........................................................................................................  893.5 969.3 1,107.0 808 879 1,178.0 
Acquiring(3)......................................................................................................  1,182.4 1,264.2 1,358.7 1,009 1,080 1,492.7 

Number of managed POS .....................................................................................  502,966 541,219 564,821 556,803 537,990 537,990 
Number of managed ATMs ..................................................................................  9,806 9,628 9,367 9,356 9,380 9,380 
Payments operating segment(1)       
Number of banking payment transactions (in millions)(4) ......................................  345.7 466.0 502.9 370 406 538.9 
Number of clearing transactions (in millions)(4) ....................................................  1,492.4 810.9 682.9 488 639 833.9 
Number of e-banking workstations .......................................................................  186,742 203,001 248,395 243,875 258,577 263,097 
Securities Services operating segment(1)       
Depositary bank—amount of assets in custody (in € millions)(5) ...........................  41,289 54,111 56,741 55,873 58,111 58,111 
Global custody—amount of assets in custody (in € millions)(5) .............................  82,625 125,452 127,608 129,204 120,735 120,735 
Value of brokerage negotiation (in € millions) ......................................................  39,995 45,841 46,892 36,791 28,341 38,442 

 
(1) The figures presented above are subject to variation from period to period, including due to seasonality and acquisitions. See “ICBPI’s 

Management’s Discussion and Analysis of Financial Condition and Results of Operations—Key Factors Affecting Results of Operations 
and Financial Condition” and “Risk Factors—Risks Related to Our Business.” 

(2) Aggregates credit, charge and prepaid cards managed under the licensing model.  

(3) Aggregates debit, credit, charge and prepaid cards managed under the licensing or servicing model.  

(4) Clearing transactions includes certain banking payment transaction. 

(5) Global custody—amount of assets in custody includes most of the assets that make up the Depositary bank—amount of assets in custody. 



Summary Combined Group Pro Forma Financial Information 

Pro Forma Income Statement Information 

 Combined Group 

 

Twelve months 
ended 

December 31, 
Nine months ended 

September 30, 

Twelve months 
ended 

September 30, 
 2015 2015 2016 2016 
 (in € millions) 

Interest and similar income ........................................................  74.8 58.4 49.5 65.9 
Interest and similar expense .......................................................  (29.7) (20.5) (27.9) (37.1) 

Net interest income ......................................................................  45.1 37.9 21.6 28.8 
Fee and Commission income .....................................................  1,368.9 1,019.4 970.2 1,319.6 
Fee and Commission expense ....................................................  (762.8) (575.6) (475.9) (663.0) 

Net fee and commission income ..................................................  606.1 443.8 494.3 656.6 
Dividends and similar income .......................................................  0.3 0.0 0.0 0.3 
Net trading income ........................................................................  4.7 4.1 2.0 2.6 
Profit on disposal or buy-back of: ..................................................  — — 82.5 82.5 

a) available-for-sale financial assets .....................................  — — 82.5 82.5 
b) financial assets held to maturity ........................................  — — — — 

Total income .................................................................................  656.2 485.8 600.4 770.8 
Net impairment losses on: ......................................................  (7.6) (2.9) (2.4) (7.1) 

a) Loans and receivables ...................................................  (2.8) (2.9) (1.4) (1.4) 
b) available-for-sale financial assets .................................  (0.2) — (1.0) (1.3) 
c) financial assets held to maturity ....................................  (4.5) — — (4.5) 
d) other financial transactions ...........................................  (0.0) — — (0.0) 

Net financial income ....................................................................  648.7 483.0 598.0 763.7 
Administrative expenses: .......................................................  (761.3) (541.6) (583.7) (803.3) 

a) personnel expenses ........................................................  (216.6) (160.4) (169.0) (225.2) 
b) other administrative expenses........................................  (544.7) (381.2) (414.6) (578.1) 

Net accruals to provisions for risks and charges ............................  (0.1) (1.4) (3.3) (2.1) 
Depreciation and net impairment losses on property, 

equipment and investment property .......................................  (35.6) (26.4) (27.0) (36.3) 
Amortization and net impairment losses on intangible assets ........  (32.3) (23.6) (24.7) (33.4) 

Other operating income .............................................................  431.1 314.6 312.4 428.9 
Operating costs.............................................................................  (398.2) (278.4) (326.3) (446.1) 
Share of profits (losses) of investees .............................................  (0.0) 1.2 — (1.2) 
Net gains/(losses) from sales of investments .................................  0.0 (0.0) (0.3) (0.3) 
Pre-tax profit (loss) from continuing operations .......................  250.5 205.8 271.3 316.1 
Income taxes ..................................................................................  (87.3) (66.8) (63.4) (83.9) 
Post-tax profit (loss) from continuing operations .....................  163.1 139.0 208.0 232.2 
Profit (loss) for the period ...........................................................  163.1 139.0 208.0 232.2 
Profit (loss) for the period attributable to non-controlling 

interests ......................................................................................  (5.9) (3.6) (8.3) (10.6) 
Profit (loss) for the period attributable to the owners of the 

company .....................................................................................  157.2 135.4 199.7 221.6 

Pro Forma Combined Segment Information 

For a discussion of the differences in accounting policies used in respect of Combined Group’s Pro Forma 
Operating Segment Information compared to the Pro Forma Financial Statements. 

 Combined Group on a pro forma basis 

 

Twelve months 
ended 

December 31, 
Nine months ended 

September 30, 

Twelve months 
ended 

September 30, 
 2015 2015 2016 2016 
 (in € millions) 

Net fee, commission and other business income ...........................  961.3 705.1 758.7 1,014.8 
Net interest income ........................................................................  49.0 39.3 20.7 30.4 
Dividends from equity investments and AFS ................................  0.5 0.3 0.4 0.6 
Net trading/hedging income ...........................................................  4.8 4.1 2.1 2.6 



Net profit on sale or repurchase .....................................................  — — 0.0 0.0 
Net impairment losses ....................................................................  — 0.0 — (0.0) 
Pro forma net financial income ..................................................  1,015.6 748.9 781.8 1,048.5 
Administrative expenses: ...............................................................  (695.6) (503.9) (506.1) (697.9) 

a) payroll and related costs .......................................................  (213.1) (158.1) (160.5) (215.5) 
b) other administrative expenses ...............................................  (482.5) (345.8) (345.7) (482.4) 

Depreciation and net impairment losses on property .....................  (35.6) (26.4) (27.0) (36.3) 
Amortization and net impairment losses on intangible assets ........  (21.8) (15.7) (16.8) (23.0) 
Other net operating expenses/income ............................................  14.2 7.2 4.6 11.6 
Net accruals to provision for risk and charge ................................  (13.7) (10.8) (8.9) (11.8) 
Pro forma operating costs ...........................................................  (752.5) (549.4) (554.3) (757.3) 
Pro forma operating profit ..........................................................  263.1 199.4 227.5 291.2 
Operating revenues ........................................................................  1,015.6 748.9 781.8 1,048.5 
Operating costs ..............................................................................  (752.5) (549.4) (554.3) (757.3) 
Pro forma operating profit ..........................................................  263.1 199.4 227.5 291.2 
Operating revenues ........................................................................  1,015.6 748.9 781.8 1,048.5 
Operating costs (net of depreciation and amortization) .................  (695.1) (507.4) (510.4) (698.1) 
Pro forma normalized EBITDA .................................................  320.5 241.5 271.4 350.4 

Pro Forma Financial Position Information 

 

Combined 
Group on a pro 
forma basisAs 

of 
September 30, 

 2016 
 (in € millions) 

Assets  
Cash and cash equivalents ..............................................................................................................................  1,246.8 
Financial assets held for trading .....................................................................................................................  14.5 
Financial assets at fair value ...........................................................................................................................  0.2 
Available-for-sale financial assets ..................................................................................................................  2,565.6 
Held-to-maturity investments .........................................................................................................................  15.9 
Loans and receivables with banks...................................................................................................................  1,946.9 
Loans and receivables with customers ............................................................................................................  3,380.4 
Equity investments ..........................................................................................................................................  17.0 
Property, equipment and investment property ................................................................................................  223.2 
Intangible assets ..............................................................................................................................................  2,748.9 
including goodwill ..........................................................................................................................................  2,605.9 
Tax assets ........................................................................................................................................................  96.1 
Other assets .....................................................................................................................................................  653.6 
Pro forma total assets ...................................................................................................................................  12,909.1 
Liabilities  
Due to banks ...................................................................................................................................................  1,761.5 
Due to customers ............................................................................................................................................  6,408.7 
Securities issued..............................................................................................................................................  — 
Financial liabilities held for trading ................................................................................................................  3.7 
Tax liabilities ..................................................................................................................................................  91.3 
Other liabilities ...............................................................................................................................................  955.1 
Post-employment benefits...............................................................................................................................  38.8 
Provisions for risks and charges .....................................................................................................................  41.9 
Equity attributable to the parent company ......................................................................................................  3,473.5 
Equity attributable to non-controlling interests ..............................................................................................  134.5 
Pro forma total liabilities and equity ..........................................................................................................  12,909.1 

 

  



Pro Forma Other Financial Information 

 Combined Group 

 

Twelve months 
ended 

December 31, 
Nine months ended 

September 30, 

Twelve months 
ended 

September 30, 
 2015 2015 2016 2016 
 (in € millions, except for percentages) 

Pro forma total combined segment operating revenue(1) ...............  1,015.6 748.9 781.8 1,048.5 
Pro forma normalized EBITDA(2) .................................................  320.5 241.5 271.4 350.4 
Pro forma normalized EBITDA margin(3).....................................  31.6% 32.2% 34.7% 33.4% 
Adjusted pro forma EBITDA(2) ....................................................................................................................  459.4 
Adjusted pro forma EBITDA margin(3) ........................................................................................................  43.8% 
Pro Forma CET1 Capital Ratio(4) ..................................................................................................................  14.93% 
Pro forma profit for the period attributable to the owners of the 

parent ........................................................................................  157.2 135.3 199.7 221.6 
Adjusted pro forma profit(5) ..........................................................................................................................  254.3 
Adjusted pro forma profit available to Sponsors’ HoldCos(6) .......................................................................  239.7 
Pro forma net financial debt(7) .......................................................................................................................  2,266.0 
Pro forma cash interest expense(8) .................................................................................................................  184.8 
Ratio of pro forma net financial debt to adjusted pro forma EBITDA(2)(7) ...................................................  4.9 
Ratio of adjusted pro forma EBITDA to pro forma cash interest expense(2)(8) .............................................  2.5 
Ratio of adjusted pro forma profit available to Sponsors’ HoldCos to pro forma cash interest expense(5)(8)  1.3 

 
(1) Pro forma total combined segment operating revenue is derived from the Combined Group’s Pro Forma Operating Segment information. For 

the Combined Group’s Pro Forma Operating Segment Information and a reconciliation of our pro forma total combined segment 
information to our Pro Forma Combined Financial Statements.” 

(2) We define pro forma normalized EBITDA as pro forma combined segment operating profit for the period (as derived from the Combined 
Group’s Pro Forma Operating Segment Information) adding back combined depreciation, amortization and impairment losses on property, 
equipment, investment property and intangible assets (included in operating profit). We define adjusted pro forma EBITDA as pro forma 
combined segment profit and loss adjusted further as set forth below. We believe that these normalized EBITDA-based measures are useful 
to investors in evaluating our operating performance and our ability to incur and service our indebtedness. These normalized EBITDA-based 
measures are Non-GAAP Measures and are not performance indicators recognized under IFRS or Italian GAAP. Non-GAAP Measures are 
not necessarily comparable to the performance figures published by other companies. You should exercise caution in comparing these 
Non-GAAP Measures as reported by us to Non-GAAP Measures of other companies. The following table is a reconciliation of pro forma 
profit for the period attributable to the owners of the parent (as derived from the Combined Group’s Pro Forma Financial Statements) to pro 
forma normalized EBITDA and adjusted pro forma EBITDA for the periods presented: 

 Combined Group 

 

Twelve months 
ended 

December 31, 
Nine months ended 

September 30, 

Twelve months 
ended 

September 30, 
 2015 2015 2016 2016 
 (in € millions) 

Pro forma profit for the period attributable to the owners of the 
parent ...................................................................................................  157.2 135.3 199.7 221.6 

Pro forma profit for the period attributable to non-controlling interests .....  5.9 3.6 8.3 10.6 
Pro forma income taxes ..............................................................................  87.3 66.8 63.4 83.9 
Pro forma share of (profits) losses of investees ..........................................  0.0 (1.2) 0.3 1.5 
Pro forma non-recurring/extraordinary net financial income......................  (15.0) (14.7) (100.5) (100.7) 
Pro forma depreciation, amortization and impairment losses on property, 

equipment, investment property and intangible assets ...........................  10.5 8.0 7.9 10.4 
Pro forma other non-recurring/extraordinary operating costs .....................  17.0 1.6 48.5 63.9 
Pro forma operating profit ......................................................................  263.1 199.4 227.5 291.2 
Pro forma depreciation, amortization and impairment losses on property, 

equipment, investment property and intangible assets (included in 
operating profit) ....................................................................................  57.4 42.0 43.9 59.2 

Pro forma normalized EBITDA(2) ...........................................................  320.5 241.5 271.4 350.4 
Capitalization of ICT expenditures(A) ................................................................................................................................................  18.3 
ICT and procurement savings(B) ........................................................................................................................................................  30.2 
Monetization of free card issuing services(C) .....................................................................................................................................  7.1 
Expected average annualized decrease in interest income from AFS Portfolio(D) ..............................................................................  (18.0) 
International Debit initiative(E) ..........................................................................................................................................................  2.9 
Other Normalization(F).......................................................................................................................................................................  7.7 
Synergies with Mercury Payments Business(G) ..................................................................................................................................  20.0 
Synergies with MPS Acquiring(H)......................................................................................................................................................  15.0 
Synergies with Bassilichi Payments(I)................................................................................................................................................  20.2 
DB Cards Acquiring Resulting Synergies(J) .......................................................................................................................................  5.5 
Adjusted pro forma EBITDA .........................................................................................................................................................  459.4 

 



(A) Capitalization of ICT expenditures relates to the effect on adjusted pro forma EBITDA of capitalizing 33% of ICT expenditures (excluding 
payment processing costs) in respect of the twelve months ended September 30, 2016. For the twelve months ended September 30, 2016, we 
estimate that the Combined Group capitalized approximately 22% of all ICT expenditures. On the basis of benchmarks in the banking and 
financial services industry, we believe that 33% of the Combined Group’s total ICT expenditures for the twelve months ended 
September 30, 2016 related to growth and transformation and so could have been capitalized. The adjustment has been calculated as if the 
Combined Group had capitalized 33% of total ICT costs, in line with the aforementioned industry benchmarks, and excluding the amounts 
actually capitalized by the Combined Group in such period. Following the Acquisitions, and subject to an internal review by ICBPI and its 
auditors following the Acquisitions, we intend to capitalize ICT expenditures in a manner that conforms to these industry benchmarks. 
Implementation of any new policy is expected to be achieved within a two-to-three year period following the Acquisitions. Any such 
capitalized expenditures would likely be amortized over a three-to-five year period. 

(B) ICT and procurement savings gives effect to outstanding estimated savings, net of related expenses, that we expect to realize within 
two-to-three years after the consummation of the ICBPI Acquisition and the Acquisitions following the implementation of certain 
operational efficiency measures. Our estimates of these savings are based on the Sponsors’ experience with the ICBPI Group and previous 
investments, as well as industry benchmarking, the advice of industry experts and management consultants retained in connection with the 
ICBPI Acquisition and the Acquisitions. However, there can be no assurance that we will realize all, or any, of these potential cost savings. 
See “Forward-Looking Statements.” The assumptions used in estimating savings and related expenses are made in reliance on the 
information available to us and our judgments based on such information. These assumptions are inherently 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 our savings estimates. 

(C) CartaSi provides certain cost-bearing services to their card issuing customers free of charge. ICBPI and the Sponsors have identified certain 
of these services that, based on their review of industry benchmarks and the Sponsors’ experience with previous investments in the industry, 
other players in our industry charge their customers for. ICBPI and the Sponsors therefore intend to undertake initiatives to better recover 
the costs of such services in the future, which are estimated to result in an increase of €1.5 million in annualized adjusted pro forma 
EBITDA. In calculating the estimated adjusted pro forma EBITDA impact of such improved monetization of services currently provided 
free of charge, we have assumed that charging customers for such services currently provided for free will not result in an increase in 
customer churn. There can be no assurance that we are able to commercialize these services in the time period estimated or at all. Other 
industry players may begin offering these services free of charge or undertake other competitive measures that could lead to or increase 
customer churn. In addition, CartaSi has commenced certain commercial initiatives supporting the ongoing transition resulting from the 
change brought about by the EU Interchange Regulation, including the scheme fee costs and the related profitability impact on CartaSi’s 
issuing and acquiring businesses. As of September 30, 2016, these new commercial initiatives are estimated to result in an increase of 
€5.7 million in run-rate adjusted pro forma EBITDA. 

(D) Our holdings of Italian government bonds made up 93.0% of our total AFS Portfolio as of September 30, 2016, and are accounted for as 
available-for-sale financial assets. In line with relevant accounting principles, interest income accruing on the AFS Portfolio is accounted for 
at amortized cost—that is, using the historical yield. Since the yields on the three-to-four year maturity Italian government bonds that we 
purchased in 2013 and 2014 were significantly higher than present yields, the average yield that we currently receive on our AFS 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 we purchased in 2013 and 2014 mature and are replaced with lower-yielding Italian government bonds, we expect the interest income 
from our AFS Portfolio to decrease. We currently estimate that the effect of this decrease in interest income over the next five years will 
have an average annual impact on adjusted pro forma EBITDA of €18.0 million. We estimate this average annual impact using the 
following reinvestment cycle: 

• based on the actual composition of our AFS Portfolio as of September 30, 2016, we assume that we would continuously reinvest the 
proceeds of any maturing Italian government bond held in our AFS Portfolio in a new three-year Italian government bond (or a bond 
with a lower maturity if the original maturity of the re-invested bond was lower than three years); 

• we estimate the expected yield earned on any newly-purchased bond using the forward Italian government bond yield curve as of 
September 30, 2016; and 

• we then calculate the notional interest income that we would earn in each year from 2016 to 2020 and take the average of the five-year 
period. 

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

(E) Represents the annualized run-rate effect of the launch of a new CartaSi debit product (Cartasi Pagomat) which will be positioned as a 
substitute for Bancomat, feature additional functionalities aimed at improving customer experience and be fully integrated into the latest 
digital innovations (e.g. HCE, contactless, etc.). We estimate 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 € 2.9 million. 

(F) Represents other normalization items amounting to €7.7 million and related to certain adjustments following the MPS Acquisition and 
Mercury Payments Acquisition. The estimated run rate impact of these adjustments on adjusted pro forma EBITDA includes: 

(i) The impact of the EU Interchange Regulation, which came into effect in December 2015, on MPS Acquiring, which we estimate 
at € 4.9 million on a Pro Forma Basis. We estimated the impact as the variance between the average interchange fee for the year 
ended December 31, 2015 of 0.47% and the nine months ended Semptember 30, 2016 average of 0.30%, multiplied by the 
transaction volumes in October and November; 

(ii) A charge of €(1.3) million of which approximately €(0.4) million relates to our assessment of bad debt accrual on doubtful 
accounts at MPS Acquiring, applying a methodology consistent with CartaSi’s accrual policy and €(0.9) million related to the 
interchange fee on debit card “on us” transactions not included in the MPS Acquiring Carve-Out Financial Statements; 



(iii) Represents other normalizations applied to the Mercury Payments Business of €1.4 million, relating to the (A) pro forma 
adjustement of €1.0 million for the new acquirer and ATM processing contracts and the new issuer processing contract pricing 
effective from January 1, 2016 and (B) other adjustments of €0.4 million to reflect the elimination of non-business related costs 
and of the advisory business unit at Mercury Processing International. 

(iv) Represents cost savings of €2.7 million from the elimination of the interest for the Mercury Payments Dividend Facility 
Agreement which will terminate in 18 months. 

(G) Represents the annualized run rate cost synergies net of any increase in annualized run rate operating expenditures that we estimate we will 
realize in connection with the migration of certain acquiring processing to Mercury Payments (achievable in 2-3 years on average) and 
certain other in-house developments (achievable in 3-5 years), following cumulative expenditure of approximately €51.0-€72.0 million in 
capital expenditures and one-off costs. 

(H) Represents cost and revenue synergies which we expect to realize within two to three years following the consummation of the MPS 
Acquisition following expenditure of approximately €10.0 million in one-off costs. The estimated annualized run rate impact of these 
synergies on adjusted pro forma EBITDA includes: 

(i) cost savings of €5.0 million from the elimination of value added tax (VAT) currently imposed on transactions between (A) MPS 
Acquiring and the ICBPI Group on the one hand and (B) MPS Acquiring and Bassilichi Payments on the other hand; 

(ii) cost savings of €2.0 million from the rationalization of MPS Acquiring’s cost base facilitated through the integration of MPS 
Acquiring into the ICBPI Group’s existing payments infrastructure; and 

(iii) synergies of €8.0 million through (A) the commercialization of loss-making merchant acquiring contracts of MPS Acquiring, 
(B) improved up-selling and cross-selling of value-added services to merchant customers of MPS Acquiring and (C) a 
modernization of MPS Acquiring’s POS fleet, which we expect to enable the Combined Group to charge higher, premium prices 
for the improved service. 

(I) Represents cost and revenue synergies which we expect to realize within two to three years following the consummation of the Bassilichi 
Payments Acquisition following expenditure of approximately €14.0 - €24.0 million in capital expenditure and one-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 Bassilichi Payments into the ICBPI Group’s existing payments infrastructure; 

(ii) cost savings of €7.6 million from the rationalization of Bassilichi Payments’ cost base facilitated through the integration of 
Bassilichi Payments into the ICBPI Group’s existing payments infrastructure; 

(iii) cost savings of €4.6 million from reductions in Bassilichi Payments’ general and administrative costs. Specifically, we believe 
we can achieve cost savings of (A) €4.2 million through the consolidation of general expenses such as administration costs, 
consulting costs, compensation and gifts and (B) €0.4 million through reductions in real estate expenditures; and 

(iv) cost savings of €4.2 million mainly from reductions in ICT costs. 

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

(3) Pro forma normalized EBITDA margin represents pro forma normalized EBITDA divided by pro forma total combined segment operating 
revenue. Adjusted pro forma EBITDA margin represents adjusted pro forma EBITDA divided by pro forma total combined segment 
operating revenue (without considering the potential impact such adjustments to adjusted pro forma EBITDA may have on pro forma total 
combined segment operating revenue). 

(4) We define “Pro Forma CET1 Capital Ratio” as the Combined Group’s CET1 capital ratio. We believe that Pro Forma CET1 Capital Ratio 
is useful to investors in evaluating the Combined Group’s financial condition post consummation of the Mercury Payments Acquisition and 
the Acquisitions. Pro Forma CET1 Capital Ratio is not a financial measure recognized under IFRS and is not necessarily comparable to the 
financial measures published by other companies. You should exercise caution in comparing Pro Forma CET1 Capital Ratio as reported by 
us to Non-GAAP Measures of other companies. For more information, see “Risk Factors—Risks Related to Our Business—Our business is 
subject to a variety of complex regulatory regimes, and changes 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.” There can be no assurances that additional 
discretionary regulatory capital requirements will not be imposed in the future. 

(5) We define adjusted pro forma profit as pro forma profit for the period attributable to the owners of the parent (as derived from our Pro 
Forma Financial Statements) for the twelve months ended September 30, 2016, after giving effect to the adjustments below. In order to 
calculate these adjustments, we make a number of assumptions. These assumptions are inherently uncertain and subject to a wide variety of 
significant business, economic and competitive risks and uncertainties that could cause actual results to differ materially from those assumed 
in the adjustments below. We believe that these adjustments to Pro forma profit for the period attributable to the owners of the parent are 
useful to investors in evaluating our operating performance and our ability to incur and service our indebtedness. These Non-GAAP 
Measures are not performance indicators recognized under IFRS or Italian GAAP. These Non-GAAP Measures are not necessarily 
comparable to the performance figures published by other companies. You should exercise caution in comparing these Non-GAAP 
Measures as reported by us to Non-GAAP Measures of other companies.  

 

 

 



 

Combined 
GroupTwelve 

months 
ended 

September 30, 
 2016 
 (in € millions) 

Pro forma profit for the period attributable to the owners of the parent ......................................................................................  221.6 
Extraordinary revenues/costs(A) ............................................................................................................................................................  (36.2) 
Capitalization of ICT expenditures(B) ...................................................................................................................................................  3.8 
ICT and procurement savings(B) ...........................................................................................................................................................  20.2 
Monetization of free card issuing services(B) ........................................................................................................................................  4.8 
Expected average annualized decrease in interest income from AFS Portfolio(B) .................................................................................  (12.4) 
International Debit initiative(B) .............................................................................................................................................................  2.0 
Other Normalization(B) .........................................................................................................................................................................  5.2 
Tax benefit due to equity investment(B) ................................................................................................................................................  4.1 
Synergies with Mercury Payments Business ........................................................................................................................................  13.4 
Synergies with MPS Acquiring ............................................................................................................................................................  10.0 
Synergies with Bassilichi Payments .....................................................................................................................................................  14.2 
DB Cards Acquiring Resulting Synergies ............................................................................................................................................  3.7 
Adjusted pro forma profit(C) ..............................................................................................................................................................  254.3 

 
(A) Represents the sum of pro forma non-recurring/extraordinary net financial income and pro forma other non-recurring/extraordinary 

operating costs, each of which is included as an adjustment to pro forma normalized EBITDA described under footnote (2) above, net of the 
applicable tax impact. The revenues and expenses reflected in these lines items are subject to different tax rates, subject to which entity 
within the Combined Group recognized such revenues or expenses, as well as their nature. In calculating the total tax impact, which amounts 
to €0.6 million, we applied the actual tax rates applicable to each individual revenue and expense that was recognized under the line items 
pro forma non-recurring/extraordinary net financial income and pro forma other non-recurring/extraordinary operating costs. 

(B) Represents the estimated effect on pro forma profit for the period attributable to the owners of the parent for each of the other adjustments to 
pro forma normalized EBITDA described under footnote (2) above. Each adjustment gives effect to the effective annual tax rate of ICBPI of 
16.1% for the twelve months ended September 30, 2016 (rate impacted by the tax rate on the VISA proceeds), and each adjustment ignores 
the impact of the 1.3% minority interest in CartaSi, the total effect of which is estimated to be less than €1.0 million on such adjustments. 
The adjustment related to capitalization 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 our equity interest in the 
payment processor with which we renegotiated the contract. 

(C) This figure does not take into account certain potential tax optimization benefits that the Sponsors and ICBPI may pursue following the 
Acquisitions. 

(6) For a detailed description of adjusted pro forma profit available to Sponsors’ HoldCos, see “—Adjusted Pro Forma Profit Available to the 
Sponsors’ HoldCos and Sponsors’ HoldCos Liquidity” below. 

(7) Pro forma net financial debt represents the pro forma gross financial debt of the Sponsors’ HoldCos, minus cash at the Issuer and/or the 
Sponsors’ HoldCos, after giving effect to the Transactions as if they had occurred on September 30, 2016. 

(8) Pro forma cash interest expense represents the estimated pro forma cash interest expense of the Sponsors’ HoldCos for the twelve months 
ended September 30, 2016, after giving effect to the Transactions as if they had occurred on October 1, 2015. 

Adjusted Pro Forma Profit Available to the Sponsors’ HoldCos and Sponsors’ HoldCos Liquidity 

The following table provides an overview of the main factors driving the Combined Group’s capacity to make 
distributions to HoldCo’s shareholders and other sources of funding potentially available to the Sponsors’ HoldCos. 
Dividends indirectly received by the Issuer from HoldCo through the Sponsors’ HoldCos, along with drawings on the 
Revolving Credit Facility, are expected to be the Issuer’s principal sources of liquidity and thus a key determinant of its 
ability to pay cash interest on the Notes. 

 
Combined 

Group 

 

Twelve Months 
Ended 

September 30, 
2016 

 (in € millions) 
Adjusted pro forma profit(1) .........................................................................................................................  254.3 
Minority equity interests(2) ..............................................................................................................................  (9.4) 
Tax leakage(3) ..................................................................................................................................................  (5.0) 
Adjusted pro forma profit available to the Sponsors’ HoldCos ...............................................................  239.9 
Additional liquidity available to the Sponsors’ HoldCos(4) .......................................................................  134.0 

Cash overfund(5) ..........................................................................................................................................  34.0 
Revolving Credit Facility(6) .........................................................................................................................  100.0 



Notional excess capital buffer available to HoldCo(7) ................................................................................  43.3 

 
(1) For a description of the calculation of adjusted pro forma profit, see footnote (5) above. The distribution of dividends by ICBPI and the 

Mercury Payments Business to HoldCo will be proposed by the board of directors of ICBPI and the Mercury Payments Business, 
respectively, and resolved for approval by HoldCo, and HoldCo may distribute dividends to the Sponsors’ HoldCos subject to the 
maintenance of adequate capital ratios at the CET 1 measurement perimeter level of HoldCo (on both a consolidated and a standalone basis) 
and compliance with applicable recommendations of the Bank of Italy. The distribution of dividends is based on annual profits or 
distributable reserves as disclosed in ICBPI’s Audited Financial Statements. As such, dividends are typically only distributed following the 
fiscal year end of December 31, once financial statements for such year preceding year have been audited and such distribution has been 
proposed by ICBPI’s board of directors and approved by ICBPI’s shareholders’ meeting. For the purposes of this notional analysis, we use 
adjusted pro forma profit as a proxy for annual profits and assume that ICBPI has (on both an individual and consolidated basis) sufficient 
distributable reserves, measured for the twelve months ended September 30, 2016. 

(2) Approximately 10.4% of the shares of ICBPI are currently held by minority shareholders (see “Principal Shareholders”). As a result, a 
corresponding percentage of the dividends paid by ICBPI to HoldCo, for further distribution to the Sponsors’ HoldCos and the Issuer, will 
be paid to these minority shareholders. In addition, approximately 1.26% of the shares of CartaSi and 3.8% of the shares of Bassilichi 
Payments are owned by minority shareholders and are subject to the same effect. As a result, a corresponding percentage of the dividends 
paid by Bassilichi Payments to its parent, CartaSi to ICBPI and ICBPI to HoldCo will be paid to these minority shareholders. These amounts 
include the effect of shares held in treasury. 

(3) Consists of tax leakage from Bassilichi Payments to its parent, tax leakage resulting from MPS Acquiring and DB Cards Acquiring and tax 
leakage from Mercury Processing International to Mercury Payments Bidco. 

(4) This analysis of the adjusted pro forma profit of the Combined Group attributable to HoldCo and Sponsors’ HoldCos liquidity for the twelve 
months ended September 30, 2016 is notional. Dividends paid by ICBPI, the Mercury Payments Business and Mercury Processing 
International, if any, in respect of the year ended December 31, 2016, will be based on the actual profit, distributable reserves and capital 
adequacy ratios and targets of ICBPI and HoldCo as of December 31, 2016, and subject to the determination of the board of directors of 
ICBPI HoldCo. No assurances can be made that for the year ended December 31, 2016, or for any subsequent period, ICBPI, the Mercury 
Payments Business or Mercury Processing International will have generated sufficient profit or have sufficient distributable reserves to 
make a distribution to HoldCo, or that HoldCo will be in compliance with its regulatory capital adequacy ratios to make a distribution to the 
Sponsors’ HoldCos. As of September 30, 2016, ICBPI had distributable reserves of €634.3 million. Any such distributions in respect of the 
year ending December 31, 2016 are not expected to be made until the beginning of the second quarter of 2017. Furthermore, CartaSi must 
also meet certain capital adequacy ratios and have sufficient distributable reserves in order to make distributions to its parent company, 
ICBPI. As of September 30, 2016, HoldCo was in compliance with the respective capital adequacy ratios applicable to it. See “ICBPI’s 
Management’s Discussion and Analysis of Financial Condition and Results of Operations—Financial Condition—Capital Ratios.” 

(5) The Sponsors’ HoldCos will retain €34.0 million of the proceeds from the 2017-1 Proceeds Loans. 

(6) Represents amounts available for drawing under the Revolving Credit Facility (assuming the MPS Acquisition has been consummated and 
certain other conditions have been met), which is expected to remain undrawn as of the Issue Date. 

(7) Represents the calculation of the Combined Group’s notional excess capital above a 14% CET1 capital ratio as of September 30, 2016. The 
adjusted pro forma profit of the Combined Group available to the Sponsors’ HoldCos is based on HoldCo’s compliance with applicable 
regulatory capital requirements in that distributions do not result in HoldCo violating such requirements. As of September 30, 2016, HoldCo 
would have been in compliance with all of its regulatory capital requirements (including its prescribed CET1 capital ratio, Tier 1 capital 
ratio and total capital ratio). The Combined Group’s Pro Forma CET1 Capital Ratio, as defined under footnote (4) above, would have been 
14.93% and the Combined Group’s CET 1 capital as of September 30, 2016, pro forma for the Mercury Payments Acquisition and the 
Acquisitions would have been €693.1 million. In the business plan discussed with the Bank of Italy in connection with the ICBPI 
Acquisition, we presented guidance targeting a minimum consolidated CET1 capital ratio of 14% for distribution of dividends by ICBPI. On 
the basis of our Pro Forma CET1 Capital Ratio, HoldCo’s excess capital above a 14% CET1 capital ratio would have been €43.3 million as 
of September 30, 2016. 

Other Combined Group Operating Information 

 Combined Group(1) 

 

As of and 
for the 

year ended 
December 31, 

As of and for the 
nine months 

ended September 30, 

As of and for 
the twelve 

months ended 
September 30, 

 2015 2015 2016 2016 
Number of managed cards (in thousands)......................................  47,671 47,575 48,851 48,851 

Debit cards.................................................................................  25,793 25,829 26,251 26,251 
Charge cards .............................................................................  12,085 12,049 12,208 12,208 
Prepaid cards.............................................................................  8,733 8,623 9,360 9,360 
Credit cards ...............................................................................  1,061 1,074 1,032 1,032 

Value of card transactions (in € millions) ......................................  78,233 58,383 60,318 80,167 
Issuing(2) .....................................................................................  27,980 20,494 21,112 28,598 
Acquiring(2) ................................................................................  50,252 37,889 39,206 51,569 

Number of managed transactions (in millions) ..............................  4,367.3 3,209.9 3,479.5 4,637.0 
Issuing(3) .....................................................................................  1,914.1 1,400.8 1,511.5 2,024.8 
Acquiring(3) ................................................................................  2,453.2 1,809.0 1,968.0 2,612.2 

 



(1) The figures presented above are subject to variation from period to period, including due to seasonality and acquisitions. See “ICBPI’s 
Management’s Discussion and Analysis of Financial Condition and Results of Operations—Key Factors Affecting Results of Operations and 
Financial Condition” and “Risk Factors—Risks Related to Our Business.” 

(2) Aggregates credit, charge and prepaid cards managed under the licensing model.  

(3) Aggregates debit, credit, charge and prepaid cards managed under the licensing or servicing model.  



RISK FACTORS 

An investment in the Notes entails risks. There are a number of factors, including those specified below, that 
may adversely affect our ability to make payments under the Notes. You could therefore lose a substantial portion or all 
of your investment in the Notes. Consequently, an investment in the Notes should be considered only by persons who can 
assume such risk. You should note that the risks described below are not the only risks that we face. The risks described 
below are all of the risks we consider to be material. However, there may be additional risks that we currently consider 
immaterial or of which we are currently unaware, and any of these risks could have the effects set forth above. Our 
business, financial condition and results of operations could be materially adversely affected by any of these risks. 

Risks Related to Our Business 

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

The Combined Group operates primarily within Italy, and we derive the majority of our operating revenue from 
within Italy, making us vulnerable to risks associated with this geographic market. 

Operating revenue in our card issuing, merchant acquiring and payments businesses is generated through the 
fees we receive, which are a function of the number and volume of payment transactions executed. These, in turn, are 
tied to the overall level of consumer, business and government spending in Italy. In ICBPI’s Securities Services 
Business, general economic conditions could affect the saving habits of the Italian population and, consequently, reduce 
the amount of ICBPI’s clients’ AUM and therefore ICBPI’s assets in custody, which could adversely affect ICBPI’s 
operating revenue. In this context, we are exposed to possible fluctuations in revenue, profitability and cash flows as a 
result of general economic conditions in Italy that affect consumer confidence, consumer spending, consumer 
discretionary income or changes in consumer purchasing habits. Such general economic conditions may change 
unexpectedly as a result of a large number of factors over which we have no control, such as government policy, 
monetary policy and international economic conditions. A sustained deterioration in general economic conditions in 
Italy, or increases in interest rates in Italy, may adversely affect our financial performance by reducing the number of 
transactions or spend on transactions involving payment cards. Furthermore, if economic conditions cause the banks with 
which we partner to tighten credit requirements, this could decrease the number of cardholders and therefore the number 
and volume of spend in payment card transactions. Since we have a certain amount of fixed and semi-fixed costs, 
including debt servicing costs, rent and salaries, our ability to quickly adjust costs and respond to changes in our business 
and the economy may be limited. In light of all of the above, a reduction in the amount of consumer spending could 
result in a decrease of our revenue and profits and could have a material adverse effect on our business, financial 
condition, results of operations and prospects. 

Our business may be affected by economic weakness in Italy. 

Our business is based in Italy, and therefore we are affected by economic factors in Italy. Economic and 
political developments in Italy have had a negative effect on the country’s growth, and continued uncertainty could lead 
to deterioration of investor and market confidence. In October 2016, for example, Fitch Ratings Inc. revised Italy’s 
economic outlook to negative from stable, reflecting its views on the inability by the Italian government to meet fiscal 
targets set out for 2017 to 2019, as well as Italy’s high sovereign debt level and the significant holdings of 
non-performing loans by major Italian banks (see below “—The condition of the Italian banking sector may affect our 
business”). Moreover, Italian unemployment rates have remained high since 2007. These factors, coupled with weak 
economic growth and the political uncertainty in Italy which was recently exacerbated by the result of the Italian 
Referendum (see “—Our business may be affected by political uncertainty in Italy”), make it more difficult to reduce 
government debt (see below “—The condition of the Italian banking sector may affect our business”), write down 
non-performing loans and reduce unemployment, and therefore could have an adverse effect on the environment in which 
we operate. Continuation or further worsening of these difficult financial and macroeconomic conditions could could 
have a material adverse effect on our business, financial condition, results of operations and prospects. 

Our business may be affected by political uncertainty in Italy. 

We are also affected by political uncertainty in Italy. The Italian government called for a referendum vote on 
December 4, 2016, to, among other things, revise Title V of the Italian constitution (which regulates the federal 
relationship between the federal, state and municipal government in Italy) and overhaul the structure of the Italian 
parliamentary system. The referendum was rejected by Italian voters and the Italian government resigned, after having 
approved the yearly budget act, effective as of January 2017, by way of Law No. 232 of December 11, 2016 (the 
“Stability Act 2017”). A new government was appointed and it will now serve until national elections are held. This 
scenario may have an effect on Italy’s membership in the European Union considering that the result of the referendum 
empowered Eurosceptic parties which publicly opposed the changes sought in the Italian Referendum (see also “—The 



condition of the Italian banking sector may affect our business”). Political uncertainty and instability in Italy, including 
the possibility of a new government being elected that takes positions or actions adverse to the banking sector or the 
Italian economy as a whole, could have a material adverse effect on our business, financial conditions, results of 
operations and prospects. 

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

Our business, financial position and results of operations are impacted by the conditions of the Italian banking 
sector in which we operate. In recent years, European authorities have enacted a number of laws and regulations aimed at 
preserving the stability of the European financial system, including regulations concerning liquidity and risk exposure of 
financial institutions, capital requirements, the resilience of financial institutions to adverse market developments, and 
risk management. Major Italian financial institutions, many of which are our customers, have faced, and may continue to 
face, difficulties in complying with such legislation and with other requirements established by the relevant authorities. 
This may be further exacerbated by worsening macroeconomic and political environment in Italy. Sustained failure to 
comply with these regulations could result in restructuring plans imposed on such Italian banks and their junior creditors 
becoming subject to bail-ins that could result in a full or partial write-down or conversion into equity of junior creditors’ 
claims and, eventually, could entail an intervention by the Italian government aiming at the nationalization of these 
financial institutions.  

In addition, in the wake of the financial crisis Italian banks have accumulated significant holdings of 
non-performing loans. Major Italian financial institutions have put in place several measures in order to control the 
impact of these loans on their financial position, including the adoption of restructuring plans approved by the ECB and 
the Italian government. However, should these Italian financial institutions fail to comply with these restructuring plans, 
or if restructurings and write downs are not sufficient to adequately address the non-performing loan problem, the 
European authorities may impose sanctions against Italian banks or require the reimbursement of any aid received by 
such banks. Moreover, should the Italian government disagree with the measures proposed by the European Commission 
or the ECB with respect to Italian financial institutions, or feel it necessary to take actions in contravention of existing 
EU law or regulation, such as an unauthorized bailout, there is a possibility of a withdrawal of Italy from the European 
Union. Any of these factors could have a material adverse impact on the entire banking sector. 

A substantial portion of our business is derived from the provision of services to financial institutions, and our 
customers include virtually all banks in the Italian market. Our card issuing, merchant acquiring and POS functions are 
conducted under license agreements with Italian partner banks. If the Italian banks who are our customers continue to be 
adversely affected by the foregoing factors, it could have a material adverse effect on our business, financial condition, 
results of operations and prospects. 

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

The integrity, reliability and operational performance of our ICT infrastructure and technology network are 
critical to our operations. The most significant of these is our acquiring platform, which is a combination of systems that 
process payment authorizations from and assist with settlement with the card schemes, and assist with remittance to our 
merchant customers. Our issuing platform, which regulates the use of our payment cards by cardholders, is also very 
significant. Both of these systems are outsourced to third-party service providers. See “ICBPI’s Business—Information 
and Communications Technology.” In addition to our acquiring and issuing platforms, we rely on fully-outsourced 
services for clearing and settlement (ACH) connectivity, application centers and foreign transaction in our Payment 
Business, as well as for investment and trading, global custody and funds administration in our Securities Services 
Business and in our treasury function. 

The availability of our acquiring and issuing platforms and other products may be interrupted by damage or 
disruption to our or our third-party service providers’ ICT systems. For instance, we have historically experienced a small 
number of serious failures in the ICT systems provided by our main third-party ICT service providers. These failures 
were primarily due to malfunctions of hardware or coding errors in software products. Failures can also be caused by the 
migration to new systems. For example, when we migrated our ICT infrastructure to SEPA in 2014, our provider 
equensWorldline encountered service interruptions due to temporary blocks and delays which also affected our 
customers. Such disruption may be due to malicious increases in system usage (including as a result of a denial of service 
or similar attacks which exceed network or gateway capacity), hardware or software defects, human error, unauthorized 
access, fire, power loss, natural hazards, the impact of war and terrorism, disasters or similarly disruptive events, as well 
as planned upgrades and improvements which may be subject to developmental delay or fail to be effective. We perform 
a part of our disaster recovery operations ourselves and utilize select third parties for other aspects of recovery. To the 
extent we outsource our disaster recovery operations, we are at risk of the vendor’s unresponsiveness in the event of 
breakdowns in our systems. 



In addition, the services we provide are dependent on links to telecommunications providers that we do not 
control. We require telecommunications providers to process data and depend on internet sites in the fulfilment of 
solutions and services and in responding to customer inquiries. Data storage and processing by these links to 
telecommunications providers may fail due to power outages, technical errors and other malfunctions. Our own backup 
data may not be sufficient to restore the data lost as a result of such a failure, and we may not be able to compensate for a 
loss of data or failure in data processing in a timely manner or at all. In addition, we depend on our telecommunications 
providers to send our information and data to servers around the world, including those for Visa and MasterCard. Any 
damage to, or failure by our service providers to properly maintain our data centers, failure of our telecommunications 
links or inability to access these internet sites could cause interruptions in operations that adversely affect our ability to 
meet our customers’ requirements and materially adversely affect our business, financial condition, results of operations 
and prospects. 

Our merchant customers require us to maintain a certain level of systems availability, and failure to maintain 
agreed levels of service availability or to reliably process our customers’ transactions could result in loss of revenues as 
well as in customers switching to a different payments services provider. A loss of customers due to performance issues, 
system interruptions or other failures could result in a loss of revenues, payment of contractual or consequential damages, 
reputational harm, additional operating expenses in order to remediate any failures, and exposure to other losses and 
liabilities. Although we maintain property and business interruption insurance, any such insurance may not be adequate 
to compensate us for all losses or failures that may occur. The occurrence of any of the foregoing could have a material 
adverse effect on our business, financial condition, results of operations and prospects. 

Our ICT processing infrastructure is outsourced to third parties, which raises the risk that such third parties could be 
affected by disruptions, not perform as expected, increase prices, fail or otherwise not act in our interests. 

Certain elements of the ICT systems infrastructure which we depend on to carry out services necessary for our 
core business activities, including payment processing, are outsourced to third parties. See “ICBPI’s 
Business—Information and Communications Technology.” In certain cases, we have made substantial investments in the 
equipment or software of a particular supplier, making it difficult for us to quickly change supply and maintenance 
relationships in the event that our initial supplier refuses to offer us favorable prices or ceases to produce equipment or 
provide the support that we require. For example, in the past several years we have made substantial investments to 
outsource our data center to equensWorldline, to which we also outsourced our merchant acquiring platform. The 
services and functions provided by these third parties, including payment processing, and assistance with settlement with 
card scheme operators, protection against electronic attacks, legacy infrastructure and systems, and the supply of the POS 
terminals that we lease to our merchant customers, are critical to our business. With respect to this infrastructure, we 
maintain relationships with a limited number of third-party suppliers including equensWorldline and SIA. Unione 
Fiduciaria and Bankadati are key ICT suppliers for other activities of our Group. We face the risk that one or more of our 
key third-party suppliers will fail to deliver the products or services that we require, or that such products and services 
will fail to meet required operating and security standards. Supply or service curtailments or interruptions could arise 
from shortages of components or raw materials, as well as from labor disputes, transportation disruptions, impaired 
financial condition of suppliers, extreme weather or other natural disasters. In the event that hardware or software 
products or related services are defective, it may be difficult or impossible to enforce claims against suppliers, especially 
if warranties included in contracts with suppliers have expired or are exceeded by those in our contracts with our 
customers, in individual cases, or if the suppliers are insolvent, in whole or in part. There can be no assurance of the 
continued performance, accuracy, compliance and security of any of our third-party providers. In particular, in the case of 
an industry-wide cyclical upturn or in the case of high demand for a particular product, our suppliers of software, 
hardware and other services may receive customer orders beyond the capacity of their operations, which could result in 
late delivery to us, should these suppliers elect to fulfil the accounts of other customers first. We may also not be able to 
recover monies paid to such suppliers or obtain contractual damages to which we may be entitled (if any) in the event our 
suppliers fail to comply with their obligations in a timely manner. In addition, our third-party providers may increase 
their prices or alter their terms to our detriment. There are a limited number of adequate third-party suppliers available, 
and if our contractual arrangements with any third-party providers are terminated or no longer offered on reasonable 
terms, we may not be able to find an alternative supplier on a timely basis, on equivalent terms or without significant 
expense or at all. Our ability to renew our existing contracts with suppliers of products or services, or enter into new 
contractual relationships, with these or other suppliers, upon the expiration of such contracts, either on commercially 
attractive terms, or at all, depends on a range of commercial and operational factors and events, which may be beyond 
our control. In addition, our suppliers may enter into arrangements with our competitors. 

In some cases, our third-party service providers may compete with us. For example, our ICT service provider 
SIA competes with us with respect to clearing services in our Payments Business and also provides card issuing services. 

As a result of these factors, our ability to operate our business or execute our strategy may be limited due to 
disruption, delay, defect, quality issues, capacity shortage, or other issues adversely affecting service or product quality. 



The occurrence of any of the foregoing could have a material adverse effect on our business, financial condition, results 
of operations and prospects. 

We depend on our relationships with our partner banks which are our primary distribution channel for ICBPI’s 
CartaSi business units. 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. 

A substantial portion of CartaSi’s business is conducted through partner banks which originate the business 
relationship with consumers in CartaSi’s card issuing business and merchants in CartaSi’s merchant acquiring business 
through their extensive branch network and preexisting business relationshipsWe rely on the continuing growth of our 
merchant and cardholder relationships and our relationships with partner banks are key to our business and prospects. 
Although our relationships with our partner banks are governed by contracts, these contracts are not long term and can be 
terminated by our partner banks (subject to certain limitations for our partner banks that were also selling shareholder 
banks in the ICBPI Acquisition for a certain period of time; see “ICBPI’s Business—Our Customers”) with three months’ 
notice. See “ICBPI’s Business—Material Contracts—CartaSi Agreements with Partner Banks.” To the extent we are 
unable to maintain our relationships with partner banks, or to the extent such banks partner with a competitor instead of 
partnering with us, we would lose our primary distribution channel for CartaSi’s card issuing and merchant acquiring 
business and our primary customers for ICBPI’s Payments Business and BPO Business. The loss or deterioration of these 
relationships would have a material adverse effect on our business, financial condition, results of operations and 
prospects. 

Mercury Processing International and the Mercury Payments Business have significant revenue concentration, as 
each of them only has one main customer in its issuing processing business and depends on a single referral partner 
in its acquiring processing business. If they are unable to maintain these relationships, their respective businesses 
may be adversely affected. 

Mercury Processing International and the Mercury Payments have entered into various customer contracts with 
Intesa Sanpaolo which have been renewed in connection with the Mercury Payments Acquisition; see “Mercury 
Payments Business’s and Mercury Processing International’s Businesses—Material Contracts.” For example, the 
Mercury Payments Business has entered into three core contracts with Intesa Sanpaolo concerning the supply by Mercury 
Payments Business to Intesa Sanpaolo of card management, ATM and POS processing services. Pursuant to these 
contracts, Intesa Sanpaolo undertook to process all the transactions related to card management, ATM and POS services 
exclusively through Mercury Payments Business for the entire duration of the contracts. Both parties may withdraw from 
these contracts by providing two years’ written notice. 

Intesa Sanpaolo accounted for 95% of the combined revenue of the Mercury Payments Business and Mercury 
Processing International for both the year ended December 31, 2015 and the nine months ended September 30, 2016. At 
present, Intesa Sanpaolo is the only main customer of these businesses and provides them with access to the cardholder 
customers and merchant customers that account for the processing transactions they execute. As a result, the customer 
concentration of the Mercury Payments Business and Mercury Processing International is significant. 

The ability of the Mercury Payments Business and Mercury Processing International to renew the existing 
contracts with Intesa Sanpaolo upon the expiration of such contracts, either on commercially attractive terms, or at all, 
depends on a range of commercial and operational factors and events, which may be beyond our control. In addition, 
Intesa Sanpaolo may enter into arrangements with our competitors following the expiration of the non-competition period 
agreed in the context of the Mercury Payments Acquisition. To the extent we are unable to maintain relationships with 
Intesa Sanpaolo, or to the extent Intesa Sanpaolo partners with a competitor instead of partnering with the Mercury 
Payments Business and Mercury Processing International, these businesses would lose its primary customer. The loss or 
deterioration of these relationships would have a material adverse effect on our business, financial condition, results of 
operations and prospects. 

Our business is subject to a variety of complex regulatory regimes, and changes 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. 

We are subject to complex regulatory requirements, including supervision by the Bank of Italy and CONSOB 
and significant regulation applicable to companies supplying banking, financial or payments services. Regulators oversee 
a number of areas of our business, including liquidity levels, capital adequacy, leverage, money laundering prevention, 
data protection, transparency and propriety in dealings with customers, and reporting and registration obligations. See 
“Regulation.” Any failure to comply with regulation, or adapt to regulation as and when it changes, may have a material 
adverse effect on our business, financial condition, results of operations and prospects. See “Regulation.” 



Basel III 

On January 1, 2014, the CRD IV came into effect implementing the Basel III accord in the European Union. See 
“Regulation.” Our business is impacted by the rules implementing the Basel III accord, and in particular, the new rules 
on liquidity and any increase in the capital ratios. With respect to capital ratios, we believe that the greatest impact will 
likely come from the introduction of a stricter regime of deductions than those that applied previously. These regulations, 
as well as future laws and regulations, may have a material adverse effect upon our business, financial condition, results 
of operations and prospects. 

CRD IV rules rely on guidance published by the Basel Committee on Banking Supervision (the “Basel 
Committee”) to calculate regulatory capital requirements, including for credit risk and operational risk. This guidance is 
currently under revision and subject to change. In particular, the Basel Committee recently issued three proposals which 
are relevant to our business: 

• first, the Basel Committee issued a proposal in which it suggests revising the current methodology to 
calculate the regulatory capital requirement for operational risk; 

• second, the Basel Committee issued a proposal in which it suggests revising the current methodology to 
calculate the regulatory capital requirement for credit risk; and 

• third, the Basel Committee issued a proposal in which it suggests designing a capital floor based on 
standardized, non-internal modelled approaches. The proposed floor would replace the existing transitional 
capital floor based on the Basel I framework. The floor will be based on revised standardized approaches 
for credit, market and operational risk, which are currently under consultation. 

The Basel Committee has not yet released the final revised methodology for the calculation of regulatory capital 
requirements for credit risk or operational risk, or for the application of a new capital floor, and the timeline and guidance 
for implementation of the final requirements are still uncertain. However, any revised methodology may increase our 
regulatory capital requirements. As far as credit risk is concerned, higher regulatory capital requirements may result from 
the different treatment of credit exposure to banks. As far as operational risk is concerned, higher regulatory capital 
requirements may result from a different aggregation of fees and commissions. Finally, higher regulatory capital 
requirements may arise from the application of higher capital floors. 

In addition to the above, supervisory authorities may at any time review our internal models for calculating 
RWAs and require the application of stricter criteria, leading to higher RWAs, with a negative impact on our operations, 
financial condition and results of operations. For example, in 2008, a Bank of Italy audit of our Group identified a high 
exposure to operational and reputational risks mainly due to deficiencies in our anti-money laundering compliance 
system. As a result, they imposed an additional capital requirement upon us, both at a consolidated level and at an 
individual level, which was equal to 100% of the operational risks requirement. In the first half of 2015, the Bank of Italy 
performed a specific audit to evaluate the processes we implemented in order to manage and control our operational risk. 
As a result of this audit and of the supervisory review and evaluation process (SREP), the Bank of Italy removed the 
additional requirement with effect as of September 30, 2015. There can be no assurance that we will not be subject to the 
application of stricter criteria for calculating RWAs in the future, which would negatively impact our operations, 
financial condition and results of operations. 

Furthermore, under the current regulatory regime, the Combined Group and other banks that calculate risk 
weights for sovereign bonds under the standardized approach are allowed to apply a zero risk weight to the sovereign 
debt of an EU member state, if such debt is denominated and funded in the currency of the Relevant Member State. 
While sovereign risk is not currently part of any of the aforementioned consultations on RWAs, the Basel Committee has 
announced as part of its 2015-2016 work program that it has initiated a review of the existing regulatory treatment of 
sovereign risk and will consider potential policy options. A change in the regulatory treatment of government bond 
holdings, including the application of higher risk weights, may lead to higher capital requirements for the ICBPI Group. 
See “—We are exposed to market and interest rate risk, as well as sovereign risk primarily due to our holding of Italian 
government bonds in our banking book.” 

Deferred Tax Assets 

Changes to the treatment of deferred tax assets could potentially have a significant effect on Italian banks, as 
different deferred tax assets receive different treatment under Basel III rules. The deferred tax assets recognized in our 
financial statements primarily relate to goodwill that has been tax-certified, impairments of loans and related losses in 
excess of the amount fully deductible in the financial year and capital losses recognized in the equity reserve related to 
available-for-sale securities, as provided for under applicable Italian rules and regulation. As of September 30, 2016, 



deferred tax assets of the ICBPI Group amounted in aggregate to €53.8 million, of which €40.3 million may be converted 
into tax credits pursuant to Law No. 214 of December 22, 2011. 

Our future ability to include deferred tax assets in our regulatory capital as currently provided for under Italian rules and 
regulations is uncertain. This uncertainty results from, on the one hand, requests for information sent by the European 
Commission in April 2015 to the governments of Spain, Portugal, Italy and Greece relating to national treatment of 
deferred tax assets and, on the other hand, the Italian Law Decree No. 83 of June 27, 2015 which partly repealed previous 
rules. As such, some types of deferred tax assets (including those related to goodwill) will no longer be eligible for 
recognition as tax credits and will need to be deducted for purposes of calculating the CET1 capital ratio (see Article 17 
of Italian Law Decree No. 83 of June 27, 2015). This change applies only to deferred tax assets arising from 2015. If we 
are required to exclude deferred tax assets from our calculation of regulatory capital, our capital adequacy ratios would 
decrease and we may be required to raise additional capital to meet the requirements in effect from time to time.The New 
Payment Service Directive 2 (“PSD2”) 

PSD2 was published on December 23, 2015 and aims to create a level playing field for the payments ecosystem 
participants and promote usage of account-based payments. The EU Member States are required to transpose PSD2 into 
national law no later than January 13, 2018. The scope and range of regulated services will be expanded by PSD2, along 
with significant changes to conduct of business requirements for payment service providers. PSD2 will facilitate third 
parties’ direct access to bank accounts and, accordingly, provide opportunities for and likely result in increased 
competition among ecosystem participants. 

Other 

Member States must have transposed into national law by July 3, 2015 EU Directive 2014/49, regarding the 
deposit guarantee scheme, and EU Directive 2014/59 regarding, among other things, the Single Resolution Fund. The 
Single Resolution Fund has become effective on January 1, 2016. Uncertainty exists as to how national implementing 
regulations will provide for the determination and payment of contributions to these funds, and amounts that we may be 
required to contribute may be significant, thereby impacting our cash flows and liquidity. 

Anti-money laundering and anti-terrorism provisions, set forth mainly in Legislative Decree No. 231 of 
November 21, 2007, also can affect our business. See “Regulation.” 

In addition, in our Securities Services Business, we are also exposed to the potential risk of market abuse. See 
“Regulation.” Any failure to comply with these rules may result in criminal offences of insider trading or market 
manipulation, including the manipulation of benchmarks. 

In addition to the regulatory regimes listed above, the EBA has launched a consultation process on the criteria 
for determining “minimum required eligible liabilities”—that is, the minimum own-funds and eligible liabilities that 
banks and lending institutions must maintain to ensure loss absorbency capacity. Once adopted, such regulations may 
require us to set aside additional own-funds and eligible liabilities, which we may not be able to do if we have 
insufficient funds. 

Should we breach these or other applicable regulations, regulators are entitled to bring administrative, criminal 
and civil proceedings against us which could result in, among other things, authorizations being suspended or revoked, 
formal warnings, fines, penalties and other disciplinary measures. These may have a material adverse effect on our 
business, financial condition, results of operations and prospects. 

While we strive to comply with all applicable laws and regulations, compliance with, and monitoring of, 
applicable laws and regulations may be difficult, time consuming and costly. Further, applicable laws and regulations and 
their interpretation and application may change from time to time, and those changes could have a material adverse effect 
on us. In addition, a failure to comply with applicable laws or regulations could also have a material adverse effect on our 
business, financial condition, results of operations and prospects. 

Competition for each of our businesses is intense. 

The markets for card issuing, merchant acquiring, POS management, ATM management services, securities 
services and BPO services are highly competitive. In each of our businesses, we mainly compete on the basis of 
technology, speed and performance, quality and reliability, brand, reputation and customer service. A decline in the 
market for any of our services as a result of increased competition, a decrease in consumer spending or a shift in 
consumer payment preferences, could have a material adverse effect on our business or result in a temporary or 
permanent loss of market share. MPS Acquiring, for instance, recently experienced a slight decrease in the market share 
of its PagoBancomat business. We may face increased competition in the future as new national and international 
companies enter the market and existing competitors expand their services. Some competitors may have or develop a 



lower cost structure. New competitors or alliances among competitors could emerge, resulting in a loss of business for us 
and a corresponding decline in revenues and profit margin. In certain cases, our competitors may have substantially 
greater financial, technological and marketing resources than we do. If competitors are better able to exploit these 
advantages, we may not be able to attract or retain customers, which could have a material adverse effect on our business, 
financial condition, results of operations and prospects. In addition, if we fail to respond to changes in technology or 
consumer payment preferences, we could lose business to competitors. 

Our competitors include financial institutions and well-established payments services providers. With respect to 
our card issuing, merchant acquiring and POS management businesses, our primary competitors are Poste Italiane and 
UniCredit. In ICBPI’s Payments Services Business, our primary competitors are SIA and ICCREA for clearing activities 
and Info Group for digital corporate banking services. In ICBPI’s Securities Services Business, our primary competitors 
are State Street, Société Generale and BNP Paribas. We believe we are the leading provider by market share in the Italian 
AML market, with a market share of approximately 99% in the Italian banking market (and 87% of market share when 
including branches of foreign banks operating in Italy) and 46% in the Italian banking and life insurance markets, 
respectively. Our primary competitors with respect to ICBPI’s BPO Services Business are other major consulting firms. 
See “Industry.” 

If competition causes us to reduce the fees we charge in order to attract or retain customers, there is no 
assurance that we would be able to successfully control our costs or maintain our profit margins. Moreover, if we are 
unable to offer consistently higher transaction acceptance rates to our merchant customers compared to our competitors, 
we face the risk that we will lose merchant customers and market share to those competitors. One or more of these 
factors could have a material adverse effect on our business, financial condition, results of operations and prospects. 

We are also facing new competitive pressure from non-traditional payments services providers and other parties 
entering the payments industry, such as PayPal, Google, Apple, and Amazon, which may compete in one or more of the 
payments services which we provide. These companies have significant financial resources and robust networks and are 
highly regarded by consumers. If these companies gain a greater share of total electronic payments transactions or if we 
are unable to successfully react to changes in the industry spurred by the entry of these new market participants, it could 
have a material adverse effect on our business, financial condition, results of operations and prospects. In addition, we 
also face competitive pressure from new payment technologies which in some cases do not require the use of a payment 
card. These solutions use an online technology that allows customers to transfer funds from their bank account or credit 
card to another individual’s account via the internet or a mobile phone. Direct settlement systems are not common for 
payments between merchants and consumers, however it is possible that their acceptance will increase in the future, 
resulting in direct settlement transactions in retail stores. 

The board of directors of ICBPI is considering adopting a strategic plan covering the period to 2021 to position 
the Combined Group to take advantage of future appointments and continue leading in digital payments in Italy. See 
“Summary—Recent Developments—Strategic Plans.” If this strategic plan is approved and implemented, there can be no 
assurance it will be successful. 

Our business must also comply with the applicable antitrust and competition regulation. See “Regulation.” Any 
failure to comply with these regulations or adapt to new regulations as and when they change, may have a material 
adverse effect on our business, financial condition, results of operations and prospects. 

We face the risk of our bank customers insourcing our card issuing, merchant acquiring, POS and other businesses. 

We often compete against our existing or potential clients’ in-house services. Many of our clients have or could 
in the future have the capacity, scale and strategic rationale necessary to provide the services we provide in-house, 
leading them to undertake a cost analysis of whether it is preferable to insource or continue to outsource their payments 
requirements. In addition, clients may find insourcing preferable because they are able to exercise greater control over 
insourced functions and are able to adapt insourced functions more quickly to changing business needs or customer 
preferences. This could result in a decrease in the number of our clients, or require us to lower our fees in order to match 
the costs associated with in-house services. For example, when ICBPI acquired CartaSi in 2009, the two largest banks in 
Italy, Intesa Sanpaolo and UniCredit, decided to insource their card issuing and merchant acquiring requirements, 
resulting in lost business for us. In addition, our servicing model platform in both our card issuing and merchant 
acquiring business is based on the premise that banks have primarily insourced those functions and only require 
assistance in servicing those businesses. Additional insourcing or changes in how banks insource in the future could have 
a material adverse effect on our business, financial condition, results of operations and prospects. 



Consolidation in the Italian banking market could adversely affect our business and results 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. 

We expect a trend of mergers and consolidations in the banking and financial services industry in Italy to 
potentially continue, particularly among the Italian popolari banks. The Popolari reform, which requires the popolari 
banks—upon occurrence of certain conditions—to transform into joint stock companies (originally, before December 31, 
2016), will likely affect governance structures and is expected to result in further consolidation of the Italian banking 
sector, although, on December 2, 2016, the Italian Advisory Council to the Government (Consiglio di Stato) suspended 
its entry into force and challenged the constitutionality of some aspects of the Popolari reform before the Italian 
Constitutional Court. Most of our partner banks are popolari banks, and mergers and consolidations of financial 
institutions (including popolari banks) may reduce our number of clients, potential clients and partner banks in our 
distribution model, which could adversely affect our revenues. Further, if our clients or partner banks fail or merge with 
or are acquired by other entities that are not our clients or that use fewer of our services, we will likely generate less 
revenue from such clients. It is also possible that the larger banks or financial institutions which emerge from mergers or 
consolidations would have greater leverage in negotiating terms with us. Our customers benefit from the economies of 
scale in our business, but to the extent that our customers grow through consolidation or otherwise are able to replicate 
such economies of scale themselves, they may decide to insource the functions we provide or could provide. 
Additionally, our dependency on partner banks increases with their scale, such that the loss of a single partner bank could 
have a greater impact on our revenues, profitability and cash flows once it has consolidated with other banks. Any of 
these developments could have a material adverse effect on our business, financial condition, results of operations and 
prospects. 

It may be costly for us to adapt to new technology and provide new services in response to changes in the payments 
services industry, and a market-disruptive 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. 

Our businesses operate in industries that are subject to technological advancements, developing industry 
standards and changing customer needs and preferences. The process of developing new, high-technology products and 
services and enhancing existing products and services is complex, costly and uncertain, and any failure by us to 
accurately anticipate customers’ changing needs and emerging technological trends could significantly harm our market 
share and results of operations. We must anticipate and respond to these industry and customer changes in order to 
remain competitive within our markets. We may need to make capital expenditure in order to develop new technologies 
before knowing whether our predictions will accurately reflect customer preferences, or, if we are unable to develop the 
necessary technologies internally, we may have to spend money in an attempt to license or acquire technologies from 
third parties. We believe that future growth in the electronic commerce market will be driven by a combination of factors 
including speed, cost, ease-of-use, security and the quality of products and services offered to consumers and businesses. 
However, we may be unable to develop or commercialize technological advances and introduce new products in a 
manner and to an extent sufficient for us to remain competitive within our industry. In addition, the success of our 
electronic commerce businesses also relies on financial institutions and other third parties to market our services to their 
customers. If any of these third parties abandons, curtails or insufficiently increases its marketing efforts, it could have a 
material adverse effect on our business, results of operations and financial condition. We may, among other things, lack 
capacity to invest the required level of human and financial resources necessary to develop these products, commit errors 
or misjudgments in our planning in these areas or experience difficulties in implementing rollouts. In addition, we may 
not be able to meet our product development and delivery schedules as a consequence of unforeseen problems during the 
design, development or manufacturing phases of new product and technology introductions. Delays in product 
development may also lead to a need for greater investments in research and development. If we encounter increased 
costs associated with new product development and product enhancements for which we are unable to realize sufficient 
revenues, the costs of the related new product development may not be recoverable. The increase in costs of, or the 
decrease in revenues from, newly developed products, or both, could have a material adverse effect on our business, 
financial condition and results of operations. Any failure to remain innovative or to introduce new or upgraded 
technologies that are responsive to changing consumer, merchant customer, card scheme or regulatory requirements may 
have a material adverse effect on our competitiveness and could cause us to lose market share, which could have a 
material adverse effect on our business, financial condition, results of operations and prospects. 

As the largest diversified payments company in Italy by revenue, we operate in the financial services sector. In 
the wake of increasing internet penetration and the advent of smartphones and tablet computers, the financial services 
sector may be disrupted by changing regulations and/or emerging technologies that seek to compete with established 
business models. New technologies, including continuing advancements in the areas of proximity payment devices (such 
as contactless payment cards), digital currencies (including bitcoin and other technologies) and remote payment 
technologies (such as cloud-based accounts), and evolving consumer behavior (including shifts towards digitization, cost 
transparency and mobility) are rapidly changing the way people transact business around the world. Traditional and 



non-traditional competitors such as mobile, technology and telecommunications companies and aggregators are working 
to deliver digital and mobile payments services for both consumers and merchants, which may obviate the need for credit 
and debit cards. As a result, consumers may decide to make less use, or no use at all, of their payment cards. 

In addition to emerging technologies, changes in regulations can impact consumers’ use of payment cards. For 
example, in late 2015, pursuant to Law No. 208 of December 28, 2015, as amended (the “Stability Act 2016”), the 
Italian government placed a cap of €3,000 on cash transactions (unless the transfer is carried-out through banks, Poste 
Italiane, cyber-money institutions and/or payment providers). Such cap has been confirmed in the Stability Act 2017. 
However, if the Italian government were to repeal or raise the cap on cash transactions, consumers may decide to use 
their payment cards less in favor of cash. 

Our competitors may be able to innovate or adjust to new regulations faster than we can, and new technologies 
may increase competitive pressure by enabling our competitors to offer more efficient or lower-cost services. Our success 
will depend in part on our ability to develop new technologies and adapt to technological changes and evolving industry 
standards, which may require us to undertake significant research and development, including accompanying research 
and development costs. We may not have, or may not be able to attract, the level of human resources necessary for these 
research and development efforts. In addition, our status as a regulated entity, and the debt service requirements of the 
Issuer and the Sponsors’ HoldCos may put us at a disadvantage compared to other companies in terms of being able to 
make investments in ICT. If we are unable to continue to keep pace with innovation, manage the shift to mobile, 
device-based and multi-channel commerce, adjust to new regulations or improve the quality of our customers’ 
experience, our business, financial condition, results of operations and prospects could be adversely affected. 

We are subject to potential credit risk from our customers, as well as short term credit risk from our partner banks, 
and if a significant number of cardholders, merchants or partner banks were to fail to satisfy their obligations on 
time, we could experience material losses. 

Although our partner banks typically assume the ultimate credit risk for the vast majority of our payment cards 
under their contracts with us, CartaSi is subject to credit risk from two primary sources. First, CartaSi extends credit to 
cardholders in its card issuing business to fund such customers’ payment card purchases. Subject to whether the payment 
card used to complete the purchase was a credit, charge or debit card, the outstanding balances may be settled with the 
cardholder or its bank only up to 45 days later. Second, in its merchant acquiring business, CartaSi typically bridges 
differences in the timing of settlement between counterparties, such that our merchant customers receive funds from 
CartaSi prior to CartaSi receiving matching funds from the cardholder and its bank that transacted with the merchant. In 
the twelve months ended September 30, 2016, CartaSi’s credit losses amounted to €1.8 million. For a detailed description 
of our credit risk exposure see “ICBPI’s Business—Funding, Settlement and Credit Risk.” 

Furthermore, with respect to direct acquiring, licensing agreements and the associate model, in CartaSi’s 
merchant acquiring business, we are subject to credit risk from our merchant customers for the amount we pay for 
transactions where goods or services have not yet been provided by the merchant to the consumer, or which are disputed 
by the cardholder. In such an instance, the transaction amount is normally “charged back” to the merchant and the 
purchase price is refunded by us to the cardholder. Even if we are unable to collect the chargeback amount from our 
merchant customer, the card scheme rules require us to return the full payment amount, including the issuer fee and 
scheme interchange fees, to the card issuing bank (paying via the card schemes). If we are unable to subsequently collect 
this amount from our merchant customer, due to the merchant’s insolvency, a dispute or other unwillingness to pay, or 
for other reasons, then we could bear the loss for the amount of the refund paid to the consumer or cardholder. Our 
efforts to manage our credit risk by proactively identifying at-risk merchants or obtaining collateral from at-risk 
merchants may prove unsuccessful in mitigating the risk of a default on such obligations by one or more of our 
significant merchant customers, which could have a material adverse effect on our business, financial condition, results 
of operations and prospects. See “ICBPI’s Business—Funding, Settlement and Credit Risk—Merchant Acquiring.” 

In addition, we are subject to risks relating to transactions in which we make a determination as to whether to 
authorize a payment card transaction prior to receiving approval from the card scheme operator or the issuing bank in 
cases where the authorization from the card issuing bank is delayed or unavailable. In such instances, if we decide to 
authorize a transaction which the card issuing bank subsequently does not accept, then we may be liable for the amount 
of the transaction. 

We are also subject to credit risk for the amount of the issuer interchange fees, scheme fees, and our own fees. 
In each transaction that is carried out, fees are received by the card issuer (including us, if we are acting as such), the card 
scheme and the merchant acquirer (including us, if we are acting as such). We do not always net out these fees when we 
pay our merchant customers the transaction payment amount, but in certain instances we instead send a monthly invoice. 
If a materially significant number of merchants refuse or delay to pay these fee invoices, we could experience a material 
loss. 



In ICBPI’s Payments and Securities Services Businesses, we are primarily exposed to the credit risk of other 
banks and mutual funds. See “ICBPI’s Business—Our Customers.” 

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

We have potential financial liability and could suffer reputational damage for fraudulent electronic payment 
transactions, fraudulent credits initiated by merchants or others, or fraudulent sales of goods or services, including 
fraudulent sales by our merchant customers. Examples of merchant fraud could include the sale of counterfeit goods or 
the deliberate use of a stolen or counterfeit credit or debit card, payment card number, or other credentials to record a 
false sale or credit transaction by merchants or other parties, the processing of an invalid payment card, or intentional 
failure to deliver merchandise or services sold in an otherwise valid transaction. In the year ended December 31, 2015, 
CartaSi’s card issuing and merchant acquiring businesses were subject to fraudulent transactions in an amount of 
€10.9 million. The cases of fraud can be categorized into unauthorized internet transactions, counterfeit credit cards, 
stolen credit cards, lost credit cards and other cases, which accounted for approximately 56%, 19%, 16%, 5% and 4% of 
all fraudulent transactions during such period, respectively. Criminals are using increasingly sophisticated methods to 
engage in illegal activities such as counterfeiting and fraud and identifying theft, and failure to effectively manage risk 
and prevent fraud could increase our chargeback liability or cause us to incur other liabilities, including sanctions and 
fines. Although we have comprehensive screening and detection systems to alert our transaction monitoring and risk 
teams of potential fraud, these may be ineffective in preventing all instances of fraud or be subject to technological 
interruptions and it is possible that incidents of fraud could increase in the future. Increases in chargebacks or other 
liabilities could have a material adverse effect on our business, financial condition, results of operations and prospects. 

We are exposed to market and interest rate risk, as well as sovereign risk primarily due to our holding of Italian 
government bonds in our banking book. 

We are exposed to the risk that the value of a financial asset (or liability) may decrease (or increase) as a result 
of changes in market variables, such as credit spreads, interest rates, share prices and exchange rates. Market risk arises 
in relation to our trading book, including traded financial instruments and our banking book, which comprises those 
assets and liabilities not included in the trading book. Market risk arises from potential changes in the value of financial 
instruments (belonging to either the trading or the banking book) as a result of changes in interest rates, exchange rates, 
share prices, commodity prices, credit spreads and other risks. Changes in prices may reflect changes in the performance 
of the economy, national and international financial markets generally, monetary and tax policies, global market 
liquidity, the availability and cost of capital, actions by rating agencies, Italian and international political events, wars, 
conflicts and acts of terrorism. 

Risks connected with changes in interest rates depend in turn upon a number of factors beyond our control, such 
as monetary policies, macroeconomic performance and the political situation in Italy. In particular, the results from 
banking and lending transactions depend upon our exposure to interest rates and the sensitivity of our exposure, that is to 
say, the effects that changes in relevant market interest rates have upon our interest margin and our financial condition. 
Any lack of alignment between the interest income that accrues to us, and the interest expense we pay (in the absence of 
suitable instruments guarding against such discrepancies) may have a material adverse effect upon our business, financial 
condition, results of operations and prospects (through, for example, an increase to the cost of funding that is more 
marked than any increase in the yield from assets, or a reduction in the yield from assets that is not matched by a 
decrease in the cost of funding). 

As of September 30, 2016, the sensitivity of ICBPI’s banking book was such that an increase of 100 basis points 
in yield produced a decrease of €23.2 million (compared to a decrease of €12.0 million as of December 31, 2015). Value 
increased by €23.2 million when yield decreased 100 basis points (compared to €12.0 million as of December 31, 2015). 

For a more detailed description of the interest rate and price risk inherent in our banking book, see section 1.2.2 
of Part E of ICBPI’s Audited Financial Statements incorporated by reference herein. 

We are also subject to sovereign risk, primarily due to our holding of Italian government bonds in ICBPI’s 
banking book. Sovereign risk is the risk that governments will default on their debt obligations, will be unable to 
refinance their debts as they fall due, or will nationalize parts of their economy. Changes in the value of sovereign bonds, 
whether as a result of the change in the creditworthiness of sovereign issuers or otherwise, remains a material risk, given 
our exposure to such issuers in general and to Italy in particular. 

ICBPI’s Payments and Securities Services Business generate surplus liquidity in the ordinary course of their 
respective businesses. Applying internal transfer prices, we transfer the surplus liquidity to ICBPI’s Other Group 
Activities operating segment. We use this liquidity, as a matter of priority, to fund CartaSi’s card issuing and merchant 
acquiring businesses, whereas any excess liquidity is used for general liquidity management and investment purposes. 



We invest primarily in Italian government bonds with an average maturity of 1,83 years. We have in the past held, and 
continue to hold, Italian government bonds with a higher coupon than would be attainable in the present interest rate 
environment. As a result, our operating revenue is impacted by the yield on Italian government bonds and we are subject 
to the sovereign risk of Italy. If this risk were to materialize, it could result in a significant decline in the value of our 
holding of Italian government bonds. 

For operating purposes, market risk is monitored using a Value at Risk-measure, which represents the greatest 
loss that may result over a particular time horizon, with a specified confidence interval. As of September 30, 2016, the 
Value at Risk of ICBPI’s trading book, calculated with a confidence interval of 99% and a time horizon of one day, was 
€64.7 thousand, while, over the course of 2015, the average Value at Risk was €66.1 thousand. 

Although we act in compliance with our comprehensive “risk appetite framework” and have specific corporate 
bodies and functions, as well as policies and procedures in place that seek to identify, monitor and manage such risks (see 
“Regulation”), unexpected events, or any inadequacy of those policies and procedures, may have a material adverse 
effect upon our business, financial condition, results of operations and prospects. 

We are exposed to liquidity risks. 

The ability to obtain liquidity and access the market for long-term funding are essential elements for the conduct 
of the ordinary business of banks and financial institutions. In particular, liquidity and long-term funding are fundamental 
to a bank’s ability to meet both its anticipated and unanticipated payment obligations in a manner that does not prejudice 
its day-to-day operations, financial position or balance sheet. 

Liquidity risk refers to any inability on our part to meet payment obligations. It arises where, for internal reasons 
(such as a specific major issue) or external reasons (such as macroeconomic conditions), we face a sudden reduction in 
available liquidity, or a sudden need to increase funding. Typically, liquidity risk arises in two forms: 

• market liquidity risk: we are unable to liquidate an asset without incurring capital losses, or within a 
particular period, because of a lack of liquidity or inefficiencies in the relevant market; and 

• funding liquidity risk: we are unable to meet anticipated or unanticipated payment commitments in an 
economical manner or without a material adverse effect upon our day-to-day business or financial 
condition. 

As of September 30, 2016, ICBPI’s loan-to-deposit ratio was 51.0%, as compared to 77.8% as of December 31, 
2015, and the average for the Italian banking industry as a whole. As of December 31, 2014, ICBPI’s loan-to-deposit 
ratio was 124.4%, compared to an Italian banking industry average of 136.7%. As at December 31, 2013, our 
loan-to-deposit ratio was 88.1%, as compared to an average for the Italian banking industry as a whole of 147.0% 
(Source: Italian Banking Association, Monthly Outlook, Bank of Italy, Statistical Bulletin). 

Pursuant to Regulation (EU) No. 575/2013 of the European Parliament and of the Council of June 26, 2013, 
setting out prudential requirements for credit institutions and investment firms, since January 1, 2015, ICBPI has been 
required to maintain a minimum liquidity coverage ratio (“LCR”) of 60%, which will increase gradually to 100% by 
January 1, 2018. Under the same rules, ICBPI will have to maintain a minimum net stable funding ratio of 100% 
(“NSFR”) starting from January 1, 2018. As of September 30, 2016, ICBPI’s LCR is approximately 501% and we 
estimate that ICBPI’s NSFR is approximately 123%. Calculation of these two ratios is based on regulatory requirements 
with limited discretion or judgment involved in the calculation of such ratios. 

In recent years, we have operated in a macroeconomic environment that has been characterized by periods of 
high volatility and unstable financial markets. Such instability and market volatility has made it considerably more 
difficult to access liquidity in the institutional market. This has led to a contraction in interbank lending, resulting in a 
significant increase in the cost of funding in the retail market, partly as customers suffered a widespread and increasing 
loss of confidence in European banking institutions. Notwithstanding our establishment of systems for monitoring and 
managing our liquidity risk, should market conditions be adverse for an extended period, or if the economic environment 
were to perform negatively overall, or our credit standing were to decline, or more generally we were to be unable to 
access the market to meet our liquidity requirements and/or the regulatory requirements introduced at any time in 
implementation of Basel III, such factors individually or in combination may have a material adverse effect upon our 
business, financial condition, results of operations and prospects. 

Changes in regulation may lead to a requirement that the Issuer be consolidated with the Regulated Group. 

We face the risk that Italian or European regulators may change the regulations applicable to us so that the 
financial information of the Issuer and/or the Sponsors’ NewCos, which is currently outside the Regulated Group, must 



be consolidated with that of the Regulated Group. This would lead to a reduction of capital ratios within the Regulated 
Group and could result in a breach of the capital requirements applicable to us. 

Any such change in applicable regulations, in conjunction with our failure to comply with such regulations, may 
lead to fines, supervisory sanctions and otherwise have a material adverse effect on our business, financial condition, 
results of operations and prospects. 

Changes in payment network rules or standards could adversely affect our business, financial condition and results of 
operations. 

The majority of the transactions we process are through international payment card schemes run by two key card 
scheme operators, Visa and MasterCard, which together process approximately 90% of CartaSi’s total transactions. In 
order to access the international card schemes’ networks in providing acquiring and processing services, we must have 
the relevant operating licenses or memberships required by Visa and MasterCard and other card schemes. As part of our 
registration with card schemes, we and our merchant customers are subject to operating rules, including mandatory ICT 
systems requirements. The card schemes can change (and have in the past changed) their rules, including changes to ICT 
system requirements, with little notice to their members, particularly in response to regulatory changes. 

Payment networks generally establish their rules to allocate responsibilities among the payment networks’ 
participants and generally structure and change such rules for any number of reasons, including as a result of changes in 
the regulatory environment, to maintain or attract new participants or to serve their own strategic initiatives. In some 
cases, payment networks compete with us and their ability to modify and enhance their rules in their sole discretion may 
provide them an advantage in selling or developing their own services that may compete directly or indirectly with our 
services. Moreover, if the card schemes become more dependent on proprietary technology and seek to provide value 
added services to issuers and merchants, there is a heightened risk that the rules and standards they promulgate will be 
prompted by their own self-interest. Given the size and scale of Visa and MasterCard, they have significant leverage in 
setting new policies and ensuring compliance with those policies. The termination of our member registration or our 
status as a certified service provider, or any changes in card association or other payment network rules or standards, 
including interpretation and implementation of the rules or standards, that increase our cost of doing business or limit our 
ability to provide transaction processing services to or through our clients, could have a material adverse effect on our 
business, financial condition and results of operations. 

If we are in non-compliance with any scheme rules as a result of changes to the rules or standards, we or our 
merchant customers may receive a fine and such fines and penalties could increase our operating costs, and we may be 
unable to pass these costs along to customers, which could result in lower profit margins. Additionally, if a violation is 
material enough, there is a risk of damaging the relationship we have with the card schemes to such an extent that their 
willingness to expand their business relationships, or continue their existing business relationship with us is restricted 
and, in certain cases, could lead them to terminate their relationship with us. Failure to comply with the card scheme rules 
could also result in the restriction, suspension or termination of our licenses to acquire payment transactions or to act 
with sponsoring banks under servicing agreements to use their BIN and license. If this were to occur, we would be unable 
to process transactions using the relevant card scheme, which could have a material adverse effect on our business, 
financial condition, results of operations and prospects. 

As a former member of Visa Europe, CartaSi may become liable for liabilities and losses of Visa Europe. 

CartaSi was a member of Visa Europe Limited (“Visa Europe”), a mutually-owned card scheme prior to its 
acquisition by Visa Inc. By virtue of its former membership, CartaSi has potentially liability that is unlimited in terms of 
both time and the potential quantum of liability under the terms of the Visa Europe operating regulations, along with all 
other members of Visa Europe in respect of actual losses incurred by Visa Europe in Visa Europe’s operation of the card 
scheme. Although investigations by competition authorities in Europe in respect of credit and debit interchange rates 
have closed following certain commitments made by Visa Europe to the European Commission and the introduction of 
the EU Interchange Regulation, several retailers in Europe have brought court proceedings against, or entered into 
so-called “standstill” agreements with, Visa Europe and other Visa entities in relation to alleged breach of competition 
law. It is not currently possible to predict the outcome of the proceedings against Visa Europe or the potential impact, if 
any, of these proceedings on the members or former members of Visa Europe, including CartaSi. In the event that Visa 
Europe were to lose any such court proceedings and sought to claim against its members, including CartaSi, under the 
terms of the Visa Europe operating regulations and such a claim were successful, it is possible that CartaSi’s exposure to 
this potential uncapped liability could have a material adverse effect on our business, financial condition, results of 
operations and prospects. See “Summary—Recent Developments.” 



The Mercury Payments Business may become liable for liabilities related to its failure to upgrade its POS terminal 
fleet in compliance with Visa’s PIN Security Program. 

Visa’s Triple Data Encryption Standard (“TDES”) seeks to protect customers’ confidential PIN authorization 
codes by establishing certain technical standards for ATMs and POS terminals. In accordance with the protocol 
prescribed by Visa’s TDES, the Mercury Payments Business was required to replace or upgrade its entire fleet of POS 
terminals by the end of 2015, failing which penalties would apply. The Mercury Payments Business failed to comply 
with this deadline but subsequently obtained an extension from VISA to the end of 2017 and a waiver of any penalties 
until such time, provided that the Mercury Payments Business (i) submit reports on the progress of the update on a 
recurring basis, (ii) provide a formal letter of indemnity to VISA in case VISA’s customers sustain any damages from the 
Mercury Payments Business’s non-compliance with TDES and (iii) acknowledge that no further extension will be 
granted and penalties will accrue from January 1, 2018. 

While the Mercury Payments Business has launched its upgrade initiative, there can be no assurance that it will 
be completed in a timely manner, so as to avoid liability and the imposition of penalties. As a result, any failure by the 
Mercury Payments Business to comply with the Visa TDES requirements in a timely manner could have a material 
adverse effect on the Mercury Payments Business’s business, financial condition, results of operations and prospects. 
Moreover, merchants may not agree to bear certain costs associated with the replacement or upgrade of POS terminals 
and, as a consequence, may exercise termination rights under their contracts with the Mercury Payments Business. This 
could have an adverse effect on the revenues and business of the Mercury Payments Business. 

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

We are subject to extensive European and Italian laws and regulations on privacy, information security and data 
protection, the main and most relevant of which relate to the collection, protection and use of personal and business data, 
consumer credit data and other information and the provision of credit ratings, including EU Directive No. 95/46/EC (the 
“European Data Protection Directive”) and the E-Privacy Directive 2002/58/EC (that will be amended with the 
implementation of EU Regulation 2016/679 and Directive 2016/680/EU) as well as national laws implementing each of 
them (such as the Italian Data Protection Code), the Italian Regulations for Prudential Supervision of Banks (Italian 
Central Bank Circular No. 285 of December 17, 2013) and EU Regulation 1060/2009 on credit rating agencies, as 
supplemented by EU Regulation 449/2012. See “Regulation.” 

In particular, we receive, store and process highly sensitive personal and business information, as well as other 
data regarding both our customers and other businesses and individuals. There is increasing awareness and concern 
among the general public, governmental bodies, and others regarding marketing and privacy matters, particularly as they 
relate to individual privacy interests. These concerns may result in new or amended laws and regulations that could 
adversely impact our business. In particular, and in addition to incurring compliance costs, changes to such laws and 
regulations may create significant business interruption risks if we are no longer able to use customer data in the manner 
in which we have previously. 

We are subject to industry standards and the terms of our privacy policies and privacy-related obligations to 
third parties. We strive to comply with all applicable EU and Italian laws, policies, legal obligations, decisions, opinions 
of relevant local and foreign authorities and industry codes of conduct relating to privacy and data protection. These laws 
and regulations are subject to frequent revisions and differing interpretations, have generally become more stringent over 
time and may be inconsistent between countries or conflict with other rules or our practices. It is also possible that these 
obligations may not be applied consistently across courts belonging to primary levels of jurisdiction in Italy or the EU. 
Any failure or perceived failure by us to comply with such obligations or our privacy policies, or any compromise of 
security that results in the unauthorized processing, release, or transfer of information, may result in governmental 
enforcement actions, litigation or public statements against us by consumer advocacy groups or others and could cause 
our members and customers to lose trust in us, which could have a material adverse effect on our business. Additionally, 
if third parties we work with, such as customers, banking and financial institutions, suppliers or developers, violate 
applicable laws or our policies, such violations may also put the information in our database at risk and could in turn 
have a material adverse effect on our business. Furthermore, compliance with current and new laws and regulations may 
result in additional compliance costs and, under certain circumstances, require changes in the way we conduct our 
business, which, in each case, could adversely impact us. See “ICBPI’s Business” and “Regulation.” 

In the EU, Member States including Italy have implemented the European Data Protection Directive, which 
obligates the controller and/or processor of an individual’s personal data to, among other things, take technical and 
organizational measures necessary to protect personal data. The costs of complying with the European Data Protection 
Directive are increasing, particularly in the context of ensuring that adequate data protection and data transfer 
mechanisms are in place. 



Recent events at large retailers which compromised account data, as well as the discovery of monitoring 
activities by certain governmental agencies, have resulted in a heightened legislative and regulatory focus on privacy, 
data protection and information security around the world and, in particular, the European Union. European legislators 
and regulators are increasingly adopting or revising privacy, data protection and information security laws that could 
potentially have a significant impact on our current and planned privacy, data protection and information security-related 
practices, our collection, use, sharing, retention and safeguarding of consumer and/or employee information, and some of 
our current or planned business activities. In light of such raised awareness, on January 25, 2012, the European 
Commission published its draft data protection regulation (the “Data Protection Regulation”) which is proposed to have 
direct effect in Italy. This initial draft was followed by drafts from the European Parliament and the European Council. In 
July 2015, the Trialogue stage of the legislative process began. This is where all three drafts are discussed and negotiated 
between the Council, the EU-Commission and the European Parliament. Agreement has been reached on May 24, 2016, 
and the Data Protection Regulation will come into effect after a two year transition period (i.e., May 25, 2018). The 
current forms of the Data Protection Regulation proposed a number of changes to the EU data protection regime, 
involving the partial replacement of the current national data protection laws by the General Data Protection Regulation. 
When implemented, the Data Protection Regulation may strengthen individuals’ rights and impose stricter requirements 
on companies processing personal data. For example, the regulation might limit our rights to process personal data, make 
it difficult to obtain credit information and lead to cost-intensive administrative processes, or require changes in our 
organizational structure. If we do not comply with our obligations under the Data Protection Regulation, the maximum 
fine as per the current draft will be the greater of €100 million, or 2-5% of our annual worldwide turnover. Depending on 
the outcome of the legislative process, the Data Protection Regulation may impose a substantially higher compliance 
burden on us, particularly in respect of any security measures applied to the data, and force us to make changes in the 
way we use our customer data. 

Our failure to comply with privacy, data protection and information security laws could result in potentially 
significant regulatory and/or governmental investigations and/or actions, litigation, fines, sanctions and damage to our 
reputation. Such failures could have a material adverse effect on our financial condition and results of operations. Such 
failures could have a material adverse effect on our business, financial condition, results of operations and prospects. 

Unauthorized disclosure of data, whether through cyber security breaches, computer viruses or otherwise, or illegal 
storage or use of customer data by us could expose us to liability, protracted and costly litigation, affect our operations 
and damage our reputation. 

We process sensitive personal consumer data (including, in certain instances, consumer names, addresses, credit 
and debit card numbers and bank account details) and merchant customer data (including merchant names, addresses, 
sales data and bank account details) as part of our business, and therefore we must comply with strict data protection and 
privacy laws in Italy and the European Union, as well as comply with card scheme rules. These laws and rules impose 
certain standards of protection and safeguarding on our ability to collect and use personal information relating to 
customers and potential customers, and could make us liable in the event of a loss of control of such data or as a result of 
unauthorized third-party access. Unauthorized data disclosure could occur through cyber security breaches as a result of 
human error, external hacking, malware infection, malicious or accidental user activity, internal security breaches, and 
physical security breaches due to unauthorized personnel gaining physical access. 

We and our customers and suppliers who carry out our outsourcing, have been in the past and could be in the 
future subject to breaches of security by hackers. A future breach of our system or that of one of our customers or 
outsourcing partners may subject us to material losses or liability, including payment network fines and assessments, and 
claims for unauthorized purchases with misappropriated credit, debit or card information, impersonation or other similar 
fraud claims. A misuse of such data or a cybersecurity breach could harm our reputation and deter clients from using 
electronic payments generally and our services specifically, increase our operating expenses in order to correct the 
breaches or failures, expose us to uninsured liability, increase our risk of regulatory scrutiny, subject us to lawsuits, result 
in the imposition of material penalties and fines under Italian, EU or other applicable law international laws or 
regulations or by the payment networks, and adversely affect our continued participation in credit card schemes and 
partnerships with banks. 

The loss of merchant or cardholder data by us could result in significant reputational damage, costs to be paid to 
credit card issuers for the issuance of new payment cards, costs related to compensating merchant customers, and 
significant fines and sanctions by the card schemes or Italian governmental bodies. We could also be prohibited by the 
card schemes from processing transactions on their networks, which would have a material adverse effect on our 
business, financial condition and results of operations. 

Under card scheme rules, we are responsible for maintaining compliance with the Payment Card Industry Data 
Security Standards (“PCI DSS”), and to monitor PCI DSS compliance by certain of our third parties (including our 
merchant customers and third-party service providers). However, there can be no assurance that we will be able to ensure 
compliance by our own systems or by third parties in this regard. In addition, certain of our agreements with third parties 



who have access to merchant and consumer data may fail to include enforceable confidentiality obligations, and even if 
included, these contractual requirements may not be followed or may not prevent the unauthorized use or disclosure of 
data. Any failure by a third-party to comply with our contractual licensing or regulatory requirements, including 
requirements with respect to the handling of consumer data, could lead to the loss of cardholder data by our merchant 
customers and other third-party partners for whom we are responsible, and could require us to terminate our relationship 
with violating merchants. This could result in reputational damage, significant fines or penalties from the card schemes, 
the loss of card scheme membership, and a material adverse effect on our business, financial condition, results of 
operations and prospects. 

Interchange regulation may adversely affect the results of operations of the Combined Group’s merchant acquiring 
businesses. 

Card issuer compensation fees, known as “interchange fees,” are subject to regulation by the European Union 
pursuant to the Regulation (EU) 2015/751 of the European Parliament and of the Council of April, 29 2015 on 
interchange fees for card-based payment transactions (the “Interchange Fees Regulation”), effective as of December 9, 
2015. As expected, the Interchange Fees Regulation (whose application in Italy has been assigned, by the Stability Act 
2016, to the monitoring of the Ministry of Economy and Finance, in cooperation with the Bank of Italy and the Italian 
Competition Authority) is likely to have an impact on merchant acquirers’ operations in terms of client billing, pricing 
and contracting, and certain merchants have attained reductions in their merchant service charges. If we and our merchant 
customers are unable to agree price reductions, we may lose customers. Additionally, the Interchange Fees Regulation 
requires changes to terminals to reflect changes to the “Honor All Cards” rule (a rule obliging all merchants to accept 
payment cards issued under the same brand), co-badging and steering rules (rules which prevent merchants from steering 
consumers in the choice of a payment instrument instead of cash), as well as costly changes to our existing merchant 
agreements. These or other provisions of the Interchange Fees Regulation could result in increased costs, additional 
operational and commercial complexity, and disrupt our systems and operations. This could have a material adverse 
effect on our business, financial condition, results of operations and prospects, also considering that the deadline for the 
implementation of the Interchange Fee Regulation by the Italian parliament in order to align the Italian regulations to the 
Interchange Fee Regulation is September 16, 2017. 

The result of the United Kingdom’s referendum on withdrawal from the European Union may have a negative effect 
on global economic conditions, financial markets and our business. 

HoldCo is organized and operated in the United Kingdom, and each of the Sponsors’ HoldCos and the Issuer are 
tax resident in the United Kingdom. In June 2016, a majority of voters in the United Kingdom elected to withdraw from 
the European Union in a national referendum. The referendum was advisory, and the terms of any withdrawal are subject 
to a negotiation period that could last at least two years after the government of the United Kingdom formally initiates a 
withdrawal process pursuant to Article 50 of the Treaty on European Union (“Article 50”). In November 2016, the High 
Court of Justice of England and Wales ruled that as a condition precedent to the government’s right to initiate the 
withdrawal process, the Parliament must vote on whether the United Kingdom may withdraw from the European Union 
and, on January 24, 2017, the UK Supreme Court upheld that decision. On February 1, 2017, the House of Commons 
voted to advance the bill that would give the UK Government the authority to invoke Article 50, although the bill faces 
further scrutiny in both the House of Commons and the House of Lords. As a result, the referendum result has created 
significant uncertainty about the future relationship between the United Kingdom and the European Union and its 
remaining member states (including Italy) including with respect to the laws and regulations that will apply as the United 
Kingdom determines which European Union-derived laws to replace or replicate in the event of a withdrawal. Depending 
on the terms of the withdrawal, the United Kingdom could lose access to the single EU market and to the global trade 
deals negotiated by the European Union on behalf of its members which could affect the attractiveness of the United 
Kingdom as a global investment center and detrimentally impact EU growth. These developments, or the perception that 
any of them could occur, have had and may continue to have a material adverse effect on global economic conditions and 
the stability of global financial markets, and could significantly reduce global market liquidity and restrict the ability of 
key market participants to operate in certain financial markets. Asset valuations, currency exchange rates and credit 
ratings may be especially subject to increased market volatility. 

In particular, financial markets in Italy have suffered from volatility and certain Italian commercial banks and 
popolari banks have experienced significant downturns in the prices of their securities since the United Kingdom’s 
national referendum, in part as a result of their large non-performing loan portfolios. This trend could continue and could 
result in a wide range of negative outcomes for the Italian banking system and our bank clients and counterparties, 
including bank failures, government bailouts or the exercise of EU bail-in powers. In addition, ICBPI may be required to 
contribute funds in furtherance of certain such outcomes. The regulatory status of HoldCo as a UK-resident company 
after a departure from the EU by the United Kingdom also remains unclear. 

Separately, we benefit from the exemption from withholding tax on dividends from ICBPI and other Italian 
subsidiaries to UK-resident HoldCo under the EU’s Parent-Subsidiary Directive. To the extent that such exemption, or a 



similar exemption, no longer applies, we could be required to withhold taxes on dividends from Italian companies to our 
UK-resident holding companies, significantly increasing the internal tax leakage incurred when servicing our 
indebtedness. 

We could be adversely affected by changes to the composition of the Eurozone. 

If one or more countries in the Eurozone default on their debt obligations and/or cease using the euro, there may 
be significant, extended and generalized dislocation in the financial markets and in the wider European economy, which 
may negatively affect our business, results of operations and financial condition. The departure of one or more countries 
from the Eurozone may lead to the imposition of exchange rate control laws. The departure or risk of departure from the 
euro by one or more eurozone countries could increase our exposure to changes in exchange rates and have negative 
effects on our existing relationships with our suppliers or customers, resulting in a negative impact on our business, 
financial condition and results of operations. In addition, the possible dissolution of the euro entirely, or the threat of such 
dissolution, could lead to increased market volatility, which in turn could have an adverse effect on our business. Should 
the euro dissolve entirely, the legal and contractual consequences for holders of euro-denominated obligations and for 
parties subject to other contractual provisions referencing the euro would be determined by laws in effect at such time. 
These potential developments could adversely affect our operations. 

Market perceptions concerning the instability of the euro and the potential re-introduction of individual 
currencies within the Eurozone could also have adverse consequences for us. Financial markets and the supply of credit 
may be negatively impacted by recent developments in Greece and fears surrounding the sovereign debts and/or fiscal 
deficits of several countries in Europe, the possibility of further downgrading of or defaults on sovereign debt, concerns 
about a slowdown in growth in certain economies and uncertainties regarding the overall stability and sustainability of 
the euro given the economic and political circumstances in individual member states. 

A deterioration in general economic conditions caused by instability in the Eurozone could have a material 
adverse effect on our business, financial condition, results of operations and prospects. 

Our selective acquisition strategy exposes us to risks, including the risk that we may not be able to successfully 
integrate acquired businesses and risks related to expanding into international markets. 

As part of our growth strategy, we evaluate opportunities for acquiring complementary businesses that may 
supplement our internal growth. In December 2016, for example, we acquired the Mercury Payments Business and 
Mercury Processing International. We have also signed agreements to acquire MPS Acquiring, Bassilichi Payments and 
DB Cards Acquiring. However, there can be no assurance that we will be able to identify and purchase suitable 
businesses or assets in the future. Any acquisition or other strategic transaction we may undertake in the future could 
result in the incurrence of debt and contingent liabilities and an increase in interest expenses and amortization expenses 
related to goodwill and other intangible assets or in the use by us of available cash on hand to finance any such 
acquisitions. We may experience difficulties in integrating the Mercury Payments Business and Mercury Processing 
International and the targets of the Acquisitions we acquire in the future into our business, incur higher than expected 
costs and not realize all the anticipated benefits or synergies of these acquisitions, if any. Such transactions may also 
disrupt our relationships with current and new employees, customers and suppliers. In addition, the success of any 
acquisition depends in part on our ability to integrate the acquired company, which may involve unforeseen difficulties 
and may require a disproportionate amount of our management’s attention and our financial and other resources. 
Although we typically conduct due diligence investigations prior to each acquisition, there can be no assurance that we 
will discover all operational deficiencies or material liabilities of an acquired business for which we may be responsible 
as a successor owner or operator, and actual developments may differ significantly from our expectations. The failure to 
successfully integrate these acquired businesses or to discover such liabilities could adversely affect our financial 
condition and results of operations. Moreover, our competitors may also follow similar acquisition strategies and may 
have greater financial resources available for investments or may be willing to accept less-favorable terms than we can 
accept, which may prevent us from acquiring the businesses that we target to the benefit of our competitors. 

Furthermore, acquisitions of additional diversified payments companies may require the approval of 
governmental or regulatory authorities (either at the country or EU, European-level), which can block, impose conditions 
on, or delay the process which could result in a failure on our part to proceed with announced transactions on a timely 
basis or at all, thus hampering our opportunities for growth. In addition, our debt burden may increase if we borrow funds 
to finance any future acquisition, which could have a negative impact on our cash flows and our ability to finance our 
overall operations. If we use available cash on hand to finance acquisitions, our ability to make dividend payments may 
be limited or we may not be able to make such dividend payments at all. There can be no assurance that we will be 
successful in completing business acquisitions or integrating previously acquired companies. 

In addition, acquisitions may increase the Risk-Weighted Assets, or reduce the regulatory capital, of HoldCo 
and its subsidiaries and therefore result in lower capital ratios. Lower capital ratios, in turn, may decrease the amount of 



profit of ICBPI and/or HoldCo that is available for distribution to the Sponsors’ HoldCos. As a result, acquisitions may 
have an adverse impact on ICBPI’s and/or HoldCo’s ability to distribute sufficient liquidity to the Sponsors’ HoldCos 
and the Issuer to service their obligations under the Proceeds Loans and the Notes. 

Prior to completion of the Mercury Payments Acquisition, we conducted all of our business from within Italy 
and exclusively served the Italian market. Therefore, we lack experience operating in foreign markets and may in part 
depend on the expertise and experience of the local management of acquired businesses. In the future we may enter 
additional international markets, including other European markets, which will require substantial amounts of 
management time and attention. Our products and overall marketing approach may not be accepted in other markets to 
the extent needed to make our international expansion profitable. In addition, the additional demands on management 
from these activities may detract from our efforts in our current markets and adversely affect our operating results 
therein. Any international expansion will expose us to the risks normally associated with conducting international 
business operations, including unexpected changes in regulatory requirements, changes in foreign legislation, possible 
foreign currency controls, currency exchange rate fluctuations or devaluations, tariffs, difficulties in staffing and 
managing foreign operations, difficulties in obtaining and managing suppliers, potential negative tax consequences and 
difficulties collecting accounts receivable. 

We may not be able to attract, integrate, manage, and retain qualified personnel or key employees. 

Our future operating results depend in significant part upon the continued contribution of our board of directors, 
key senior management and technical, financial and operations personnel. Management of our growth will require, 
among other things, stringent control of financial systems and operations, the continued development of our management 
control, the ability to attract and retain sufficient numbers of qualified management and other personnel, the continued 
training of such personnel, sufficient internal succession planning for key roles and the presence of adequate supervision. 
The personal connections and relationships of our board of directors and key management are important to the conduct of 
our business. If we were to unexpectedly lose a member of our key management or fail to maintain one of the strategic 
relationships of our key management team, our business and results of operations could be materially adversely affected. 

In particular, the success of our business depends on our ability to successfully adapt to rapidly changing 
technological, social, economic, and regulatory developments. This necessitates a range of specialist personnel, 
particularly in the areas of engineering, technical support, finance and controls, sales, administration and operations, and 
requires us to retain, recruit, and develop the necessary personnel who can provide the needed expertise across the entire 
spectrum of our business and operations. The market for qualified personnel is competitive and we may not succeed in 
recruiting additional personnel, or we may fail to replace departing personnel with suitable successors. There may be a 
limited number of persons with the requisite skills to serve in this position and we cannot assure you that we will be able 
to identify or employ qualified internal or external candidates within a reasonable timeframe. Our efforts to retain and 
develop personnel may also result in additional expenses, which could adversely affect our profitability. We cannot 
guarantee that key personnel, including executive officers, will remain in our employment or that we will be able to 
attract and retain qualified personnel in the future, which could have a material adverse effect on our business. 

Our risk management policies and procedures may not be fully effective in mitigating our risk exposure. 

Our risk management policies and procedures may not be fully effective in identifying, monitoring and 
managing the risks we face. Some of our risk evaluation methods depend on information provided by third parties and on 
public information regarding markets, customers or other matters that are otherwise not generated by us. In some cases, 
that information may not be accurate, complete or up-to-date. If our policies and procedures are not fully effective or if 
we are not always successful in capturing all risks to which we are or may be exposed, we may suffer harm to our 
reputation or be subject to litigation or regulatory actions that could have a material adverse effect on our business, 
financial condition and results of operations. 

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

From time to time, we are involved in various litigation matters and governmental or regulatory investigations, 
prosecutions or similar matters arising out of our current or future business. See “ICBPI’s Business—Legal 
Proceedings,” “The Mercury Payments Business and Mercury Processing International’s Businesses—Legal 
Proceedings,” and “Description of MPS Acquiring—Legal Proceedings.” Our insurance or indemnities or amounts we 
have provisioned may not cover all claims that may be asserted against us, and any claims asserted against us, regardless 
of merit or eventual outcome, may harm our reputation. As a former member of a mutually owned card scheme (Visa 
Europe), we have joint and several liability along with all other members of Visa Europe in respect of certain matters 
raising the possibility, for example, that a class action against Visa Europe could result in liability for us. This liability 
may continue despite the recent acquisition by Visa Inc. of 100% of the share capital of Visa Europe from CartaSi and 
the other shareholders of Visa Europe. This is because, for example, Visa Inc. and the other parties thereto entered into a 
litigation management deed which sets forth agreed upon procedures for the management of the existing and potential 



litigation relating to the setting and implementation of multilateral interchange fee rates in the Visa Europe territory. The 
provisions of the litigation management deed may allocate certain litigation related expenses and losses to Visa Europe 
and there can be no assurance that this will not trigger our liability. Furthermore, there is no guarantee that we will be 
successful in defending ourselves in pending or future litigation or similar matters under various laws. Should the 
ultimate judgments or settlements significantly exceed our insurance coverage or provisions, they could have a material 
adverse effect on our business, financial condition and results of operations. 

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

We seek to maintain comprehensive insurance coverage at commercially reasonable rates. Although the ICBPI 
Group carries property damage and business interruption, directors’ and officers’ liability, employers’ practice liability 
and general liability insurance as well as insurance coverage against dishonest acts by employees, our insurance policies 
do not cover all types of losses and liabilities and are subject to limits and excesses. There can be no assurances that our 
insurance will be sufficient to cover the full extent of all losses or liabilities for which we are insured and we cannot 
guarantee that we will be able to renew our current insurance policies on favorable terms, or at all. In addition, if we or 
other payment services providers sustain significant losses or make significant insurance claims, then our ability to obtain 
future insurance coverage at commercially reasonable rates could be materially adversely affected. 

Our business may suffer if we are sued for infringing the intellectual property rights of third parties, or if we are 
unable to obtain rights to third-party intellectual property on which our business depends. 

Product development and differentiation in our industry requires the use of intellectual property rights, 
particularly trademarks, licenses and trade secrets. These proprietary rights are important to our business, and our ability 
to compete effectively with other companies in the market is enhanced by the ability to access technology through 
cross-trading intellectual property rights. We also rely upon trade secrets, know-how, continuing technological 
innovations and licensing rights to develop, maintain and strengthen our competitive position. We pursue a policy of 
generally obtaining patent protection in key jurisdictions for patentable subject matter in our proprietary devices and also 
attempt to review third-party patents and patent applications to the extent publicly available to develop an effective patent 
strategy, avoid infringement of third-party patents, identify licensing opportunities and monitor the patent claims of 
others. Third parties may in the future assert claims that our systems or products infringe their proprietary rights. Such 
infringement claims, even if without merit, may cause us to incur significant costs in defending against those claims. We 
may be required to discontinue using any infringing technology or services, pay damages or royalty fees, expend 
resources to develop non-infringing technology, dedicate significant financial and management resources to defend these 
claims, or purchase licenses or pay royalties for alternative technology. 

Similarly, we depend on our ability to license intellectual property from third parties. These or other third parties 
may become unwilling to license intellectual property that is necessary to our business on terms that are acceptable to us. 
In both cases, we may be unable to acquire licenses on satisfactory commercial terms or at all. As a result, we may find 
that we are unable to continue to offer the products and services upon which our business depends. 

We may be unsuccessful in our applications for any pending or future patent applications. Any current or future 
patents issued or licensed to us may be challenged, invalidated or circumvented, and the rights granted thereunder may 
not provide a competitive advantage to us or prevent competitors from entering markets that we currently serve. 
Furthermore, we may not be able to protect our own proprietary technology and other intellectual property, which could 
enable competitors to develop services that compete with our own. We rely on copyright, trademark, and trade secret 
laws, as well as confidentiality, licensing and other contractual arrangements to establish and protect the proprietary 
aspects of our services. See “ICBPI’s Business—Intellectual Property,” “The Mercury Payments Business’s and 
Mercury Processing International’s Businesses—Intellectual Property,” and “Description of MPS 
Acquiring—Intellectual Property.” If we are unable to prevent misappropriation of our intellectual property, competitors 
may be able to use and adapt such intellectual property to our detriment. 

We may initiate litigation to enforce our patents, protect our trade secrets and know-how, or determine the 
enforceability, scope and validity of the proprietary rights of others. Any lawsuits that we initiate could be expensive, 
time-consuming and divert management’s attention from other business concerns. In addition, we may not prevail in 
lawsuits that we initiate, and the damages or other remedies awarded, if any, may not be commercially valuable. In 
addition, any successful infringement proceedings may be economically worthless for us if they take too much time and 
the intellectual property right, or the product developed on the basis of it, becomes obsolete. Any such failure to protect 
our intellectual property could diminish our competitive advantage and cause us to lose customers to competitors, which 
would adversely affect our financial condition and results of operations. 



The businesses of the Mercury Payments Business and Mercury Processing International may suffer due to the 
termination of use of certain intellectual property rights following the Mercury Payments Acquisition. 

Each of the Mercury Payments Business and Mercury Processing International relies on copyright, trademark 
and trade secret laws, as well as confidentiality, licensing and other contractual arrangements to establish and protect the 
proprietary aspects of its services. See “The Mercury Payments Business’s and Mercury Processing International’s 
Businesses—Intellectual Property.” Upon the completion of the Mercury Payments Acquisition, each of the Mercury 
Payments Business and Mercury Processing International terminated the use of intellectual property rights relating to 
certain trademarks and domain names. As a result, each of these businesses might suffer harm to its reputation and to its 
ability to compete effectively with other companies in the market and lose customers to competitors. This could have a 
material adverse effect on these businesses, as well as their respective financial condition, results of operations and 
prospects. 

Shared control or lack of control of our minority interests may delay decisions or actions regarding such minority 
interests. 

We hold a 25% equity interest in Hi-Mtf S.I.M. S.p.A., which operates multilateral trading facilities for 
securities, and a 24% equity interest in Unione Fiduciaria S.p.A., which offers depositary banking, portfolio 
management, accounting and other services. We also hold a 5.8% equity interest in equensWorldline, a European leader 
in payment and transaction services. We cannot control these companies, including any non-performance, default or 
bankruptcy on their part. Our minority interests may also lack adequate internal controls systems or financial reporting 
systems to provide adequate and timely information for our reporting purposes. In the event that they do not observe their 
obligations, it is possible that such minority interests would not be able to operate in accordance with our business plans. 
Moreover, we cannot control the actions of the other shareholders of our minority interests, including any decisions to 
sell their respective equity interests. Additionally, differences in views with the other shareholders of our minority 
interests may also result in delayed decisions or in failures to agree on major matters, potentially adversely affecting the 
business and operations of the applicable company and in turn our business and operations. 

If we experience labor disputes or work stoppages, our business could be materially adversely affected. 

The Italian constitution provides that all employees of Italian companies have the right to set up and join trade 
unions and to carry on union activities, including appointing workers’ representatives to negotiate with their employer. 
The right to go on strike is provided for under Italian law. We cannot guarantee that our employees will not go on strike 
in the future. Any work stoppages resulting from employee strikes could hinder our ability to provide our standard level 
of customer service. In addition, we have collective bargaining agreements with our employees. Any failure to extend or 
renegotiate our collective bargaining agreements on terms favorable to us, or at all, could have a material adverse effect 
on our business. There can be no assurance that our employees will not make claims or that we will not incur work 
stoppages in the future, which if they occurred, would have a material adverse effect on our business, financial condition 
or results of operations. 

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

HoldCo and its subsidiaries have a significant real estate portfolio. As of September 30, 2016, the book value of 
land and buildings totaled €56.7 million. Of this amount, €17.1 million related to land and €39.6 million related to 
buildings. 

In recent years, the Italian property market has experienced a decline in investment, both in residential and 
non-residential construction, and a decline in property sales, predominantly as a result of the present economic 
uncertainties, the challenging employment outlook, the decrease in disposable income, and the increase in taxes on 
various types of real estate. 

Recently, such declines in value have led to impairments of our real estate portfolio. In accordance with IAS 36 
(Impairment of Assets) and guidance issued jointly by the Bank of Italy, CONSOB and the Italian Insurance Monitoring 
Institute, we carried out an assessment of its real estate assets held for investment, which did not lead to impairments. 

Should the property market continue to deteriorate, the value of our real estate portfolio may be further 
negatively impacted, with future asset impairments and related losses. 

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

As of September 30, 2016, HoldCo and its consolidated subsidiaries had intangible assets of €1.2 billion (of 
which €1.1 billion related to goodwill). Such assets represented 61% of our shareholders’ equity. All of our intangible 



assets are measured at cost. Intangible assets other than goodwill, or with a finite useful life, are amortized on a 
straight-line basis over their useful life. At the end of each financial year, and every interim accounting period, where 
there is any indication that an asset may be impaired, its recoverable amount is calculated. The amount of the loss is the 
difference between the carrying amount and the recoverable amount, and is recognized in the income statement. 

In particular, IAS 36 establishes the principles for recognizing, measuring and disclosing the impairment of 
various kinds of assets, including goodwill, illustrating the principles that an issuer should follow to ensure that its 
operations are reflected on its balance sheet at a value that is not higher than the recoverable value. IAS 36 requires a 
comparison to be made between the carrying amount and the recoverable amount of goodwill whenever there is an 
indication of impairment, and at least once a year, when full-year financial statements are prepared. The recoverable 
amount of goodwill is calculated with reference to our cash generating units, as goodwill is unable to produce cash flows 
on its own. 

The future development of the macroeconomic environment or other factors could lead to possibly significant 
impairments to be recognized in the future, with potentially a material adverse effect upon our business, financial 
condition, results of operations and prospects. 

Changes in tax laws or challenges to the Group’s tax position could adversely affect our results of operations and 
financial condition. 

We are subject to complex tax laws. Changes in tax laws could adversely affect our tax position, including our 
effective tax rate or tax payments. We often rely on generally available interpretations of applicable tax laws and 
regulations. There cannot be certainty that the relevant tax authorities are in agreement with our interpretation of these 
laws. If our tax positions are challenged by relevant tax authorities, the imposition of additional taxes could require us to 
pay taxes that we currently do not collect or pay or increase the costs of our services to track and collect such taxes, 
which could increase our costs of operations or our effective tax rate and have a negative effect on our business, financial 
condition and results of operations. In addition, we may be subject to taxes and surcharges applicable to financial 
institutions. For example, the ICBPI Group made a one-time payment of a surcharge applicable to financial institutions in 
2013, which accounted for additional income tax of €12.7 million in the year ended December 31, 2013. The occurrence 
of any of the foregoing tax risks could have a material adverse effect on our business, financial condition and results of 
operations. 

In addition, we benefit from the exemption from withholding tax on dividends from ICBPI and Mercury 
Payments Bidco to UK-resident HoldCo under the EU’S Parent-Subsidiary Directive. To the extent that such exemption, 
or a similar exemption, no longer applies, we could be required to withhold taxes on dividends from Italian companies to 
our UK-resident holding companies, significantly increasing the internal tax leakage incurred when servicing our 
indebtedness. 

If the Issuer were to cease to qualify as a securitization company, this may have an adverse effect on the Issuer’s 
United Kingdom tax position, which could adversely affect the Issuer’s ability to make timely payment of interest and 
principal under the Notes. 

The Issuer is incorporated in Jersey and resident for tax purposes in the United Kingdom and has been advised 
that it should be a “securitization company” for the purposes of the Taxation of Securitization Companies 
Regulations 2006 (SI 2006/3296). Accordingly, the Issuer should be subject to corporation tax in the United Kingdom on 
its “retained profit” only, in accordance with the special regime for securitization companies as provided for by those 
regulations. 

If the Issuer were to cease to qualify as a securitization company for the purposes of those regulations, this may 
have an adverse effect on the Issuer’s United Kingdom tax position, which could adversely affect the Issuer’s ability to 
make timely payment of interest and principal under the Notes. 

Risks Related to the Financial Profile of the Issuer and the Sponsors’ HoldCos 

The substantial leverage and debt service obligations of the Issuer and the Sponsors’ HoldCos could prevent them 
from fulfilling their obligations with respect to the Notes and the Guarantees. 

After the issuance of the Notes, the Issuer and the Sponsors’ HoldCos will continue to be highly leveraged. As 
of September 30, 2016, after giving effect to the Mercury Payments Acquisition, the Transactions and the application of 
the proceeds from the Financing, the Issuer would have had total debt of € 2,300.0 million, representing indebtedness 
under the Existing Notes and the Notes and the Sponsors’ HoldCos would have also had €2,300.0 million of debt 
outstanding (on a combined basis), representing (without duplication) their obligations under the Guarantees of the 
Existing Notes and the Notes and the Proceeds Loans. The terms of the Indenture, the Original Indenture and the 



Revolving Credit Facility Agreement will permit the Issuer and the Sponsors’ HoldCos to incur substantial additional 
indebtedness, including in respect of committed borrowings of up to €100.0 million under the Revolving Credit Facility 
(subject to the completion of the MPS Acquisition and the satisfaction of certain other conditions). See “Capitalization.” 
In addition, HoldCo and its subsidiaries will also be permitted to incur obligations that constitute indebtedness (such as 
the €95.0 million Mercury Payments Dividend Facility) and obligations, including ordinary course funding and 
settlement obligations (including under the Mercury Payments Funding and Settlement Agreement), that do not constitute 
indebtedness under the terms of the Notes, the Original Indenture and the Revolving Credit Facility Agreement. See 
“Description of Other Indebtedness—Ordinary Course Funding and Settlement Obligations.” 

The degree to which the Issuer and the Sponsors’ HoldCos will be leveraged following the issuance of the Notes 
could have important consequences for our business and holders of the Notes, including the following: 

• making it difficult for the Issuer to satisfy its obligations with respect to the Notes or other indebtedness, or 
for the Sponsors’ HoldCos to satisfy their respective obligations under the Guarantees or other 
indebtedness; 

• increasing the Issuer’s and the Sponsors’ HoldCos’ vulnerability to, and reducing their flexibility to respond 
to, general adverse economic and credit conditions; and 

• limiting the Issuer’s and the Sponsors’ HoldCos’ ability to raise additional debt or equity capital and 
increasing the cost of any such borrowing. 

Any of these or other consequences or events could have a material adverse effect on the financial position and 
results of operations of the Issuer and the Sponsors’ HoldCos, and on their ability to fulfill their obligations under the 
Notes and the Guarantees. 

The Issuer is a finance subsidiary that has no revenue-generating operations of its own and will be dependent upon 
payments by the Sponsors’ HoldCos under the Proceeds Loans to meet its obligations under the Notes, and the 
Sponsors’ HoldCos are dependent upon dividend payments from HoldCo to fund payments on the Proceeds Loans. 

The Issuer is a finance subsidiary of the Sponsors’ NewCos with no business or revenue-generating operations 
other than the extension and issuance of indebtedness. The only significant assets of the Issuer on the Issue Date will 
consist of its interests in the Existing Proceeds Loans and the Escrow Accounts. Following any release of funds from the 
Escrow Accounts, the only significant assets of the Issuer are expected to be the receivables under the Proceeds Loans. 
Following the Acquisitions, the Issuer’s material liabilities are expected to be the Existing Notes and the Notes and any 
drawings under the Revolving Credit Facility Agreement. Furthermore, both the terms of the Original Indenture and the 
Indenture prohibit the Issuer from engaging in any activities other than certain limited activities permitted under 
“Description of the Notes—Certain Covenants Applicable to the Issuer.” 

The Sponsors’ HoldCos will be required under the terms of the 2017-1 Proceeds Loans to provide funds to the 
Issuer in order to meet the Issuer’s obligations under the Notes, including funding for asset sale and change of control 
offers. However, because HoldCo and the Sponsors’ HoldCos were formed to facilitate the ICBPI Acquisition, none of 
these entities have business or revenue-generating operations. As a result, the Sponsors’ HoldCos will be dependent upon 
payments from HoldCo, HoldCo will in turn be dependent on payments from ICBPI and Mercury Payments Bidco, and 
each of ICBPI and Mercury Payments Bidco will in turn be dependent (at least in part) on distributions from their 
respective operating subsidiaries. If ICBPI and Mercury Payments Bidco do not distribute dividends to HoldCo, and/or if 
HoldCo does not distribute dividends to the Sponsors’ HoldCos, sufficient to enable payment of interest on the 2017-1 
Proceeds Loans by the Sponsors’ HoldCos, interest payments on the Notes may be made in kind. If, when the Notes 
become due and payable, the Sponsors’ HoldCos do not have sufficient cash to repay amounts outstanding under the 
2017-1 Proceeds Loans, the ability of the Issuer to repay the Notes will be limited, and the Issuer may be required to 
incur additional debt or issue equity to repay the Notes, or may simply not be able to repay the Notes. None of HoldCo, 
Mercury Payments Bidco, ICBPI or any of their subsidiaries will guarantee the Notes or have any obligation to make any 
payment in respect of the Notes. 



The ability of the Sponsors’ HoldCos to make payments on the 2017-1 Proceeds Loans, and therefore, the ability of 
the Issuer to make payments on the Notes in cash, is dependent upon HoldCo distributing dividends to the Sponsors’ 
HoldCos. However, HoldCo, ICBPI and Mercury Payments Bidco are not under any obligation to distribute 
dividends, and may be restricted from distributing dividends if they are not sufficiently profitable, are not meeting 
certain capital adequacy ratios or if they do not have sufficient distributable reserves. 

The amount of funds available to the Issuer to make Cash Interest payments on the Notes will ultimately depend 
on whether each of ICBPI and Mercury Payments Bidco make dividends to HoldCo, their direct parent, and whether 
HoldCo makes dividends to the Sponsors’ HoldCos sufficient to make such payments. Whether or not ICBPI and 
Mercury Payments Bidco make dividends to their parent will be resolved upon by the respective shareholders’ meetings, 
upon proposals by the boards of directors of ICBPI and Mercury Payments Bidco, respectively, who are under no 
obligation to cause ICBPI and Mercury Payments Bidco to pay a dividend. The proposals of the board of directors to the 
shareholders’ meetings of ICBPI and Mercury Payments Bidco will be made in light of the profitability, distributable 
reserves and compliance of ICBPI and certain of its operating subsidiaries with applicable regulatory requirements, 
which, in turn, will be affected by all of the factors discussed in these “Risk Factors” and elsewhere in this Information 
Release. Even if ICBPI and Mercury Payments Bidco make distributions to HoldCo, HoldCo may be restricted or 
prevented from distributing dividends to the Sponsors’ HoldCos as a result of capital requirements applicable to HoldCo.  

The determination of the respective board of directors of ICBPI and Mercury Payments Bidco to distribute 
dividends will also depend on the level of distributable reserves of ICBPI and Mercury Payments Bidco. Goodwill 
impairment and other non-cash charges in our consolidated income statement following the consummation of the 
Mercury Payments Acquisition and the Acquisitions, as well as charges recognized directly in equity, such as actuarial 
losses, foreign exchange rate adjustments and losses on hedges, if incurred, could potentially reduce ICBPI’s and 
Mercury Payments Bidco’s reserves available for distribution and thus reduce or prevent distributions to HoldCo for 
further distribution to the Sponsors’ HoldCos and the Issuer. We cannot assure you that ICBPI or Mercury Payments 
Bidco will distribute dividends to HoldCo or that HoldCo will distribute dividends to the Sponsors’ HoldCos in an 
amount sufficient to service the 2017-1 Proceeds Loans and the Notes, or at all. 

Italian and European regulators are entitled to restrict distribution of ICBPI’s profits for prudential reasons. In 
this context, Bank of Italy circular 285 prohibits the distribution of dividends that may result in a bank’s failure to meet 
the applicable capital requirements. Similarly, the Banking Supervision department of the European Central Bank 
(“ECB”) has cautioned banks to adopt a conservative policy when distributing dividends, taking into account the current 
challenging economic and financial conditions, and in order to continue to build their capital base to meet the capital 
requirements that will be fully phased in by 2019. The Bank of Italy confirmed this recommendation, on March 3, 2015, 
highlighting that banks should adopt dividend policies which take into account internal levels of capital and reminding 
banks of their obligation to refrain from distributing dividends from reserves in periods where a loss is incurred. 
Following the ICBPI Acquisition, the capital adequacy requirements of the ICBPI Group were extended to HoldCo, and 
so HoldCo is now treated as the perimeter at which the capital adequacy ratios are measured. 

Furthermore, the proposal by the board of directors to the shareholders’ meeting of ICBPI and Mercury 
Payments Bidco whether to distribute dividends is based on the annual profits and distributable reserves as stated in 
ICBPI’s and Mercury Payments Bidco’s respective audited annual financial statements. As such, dividends are typically 
only distributed following the fiscal year end of December 31, once financial statements for such preceding year have 
been audited and such distribution has been approved by ICBPI’s and Mercury Payments Bidco’s respective board of 
directors. 

Dividends made on ICBPI’s equity must be made on a pro rata basis, and so any third-parties holding shares in 
ICBPI other than HoldCo will result in a diminution in the amount of any dividend made by ICBPI that is available to be 
applied to service the Proceeds Loans and, thereby, the Notes. As of the Issue Date, the Sponsors’ HoldCos indirectly 
hold via their combined holdings in HoldCo 89.07% of the share capital of ICBPI. The effect of the minority third party 
shareholdings in ICBPI will be that up to approximately 10% (disregarding the 0.5% of ICBPI’s share capital that are 
currently held in treasury) of any dividend made by ICBPI will be paid to such minority interest holders, and will not be 
available for servicing the Proceeds Loans and the Notes. 

Applicable tax laws may also subject any distribution of dividends by ICBPI and Mercury Payments Bidco to 
further taxation. Following the Post-Completion Merger which occurred in December 2016, dividends paid from 
CartaSi S.p.A. to ICBPI as well as dividends distributed by the Mercury Payments Business and Mercury Processing 
International to Mercury Payments Bidco, are expected to be subject to the following taxes: (i) 5% of the dividend is 
expected to be subject to Italian corporate income tax (IRES) at a rate of 27.5%; and (ii) 50% of the dividend is expected 
to be subject to production taxes (IRAP) at a rate of 5.57%. Dividends distributed by ICBPI and Mercury Payments 
Bidco to Mercury UK should not be subject to Italian withholding tax on the basis that the requirements of the EU 
Parent-Subsidiary Directive are met, and dividends received by Mercury UK should be exempt from UK corporation tax 
under the UK participation exemption. These or any other applicable taxes would reduce the amount of dividends 



available to be made to HoldCo and thereafter by HoldCo to the Sponsors’ HoldCos for servicing the Proceeds Loans and 
the Notes. 

The Combined Group’s regulatory capital adequacy is measured at HoldCo, and therefore HoldCo will be 
limited from making dividends to the Sponsors’ HoldCos if such dividends could cause such capital adequacy to fall 
below acceptable thresholds. Applicable law may also limit the amount of dividends or distributions that HoldCo is 
permitted to make on its equity interests, or even prevent such payments. In particular, the ability of HoldCo to distribute 
dividends to the Sponsors’ HoldCos, in order for the Sponsors’ HoldCos to make payments on the Proceeds Loans to the 
Issuer, will generally be limited to the amount of distributable reserves available to them. Financial assistance rules, 
corporate benefit laws and other legal restrictions also may limit or prevent distributions, which, if violated, might 
require the recipient to refund unlawful payments. In addition, in the business plan discussed with the Bank of Italy in 
connection with the ICBPI Acquisition, we presented guidance targeting a minimum consolidated CET1 capital ratio of 
14% for distribution of dividends by ICBPI (which is now measured at HoldCo instead of ICBPI). 

Holders of the Notes will not have any direct claim on the cash flows or assets of HoldCo, ICBPI, Mercury 
Payments Bidco or any of their respective subsidiaries. Such subsidiaries have no obligation, contingent or otherwise, to 
pay amounts due under the Notes or to make funds available to the Issuer for these payments. 

The realization of any of these risks could have a material adverse effect on the ability of the Issuer to pay Cash 
Interest on the Notes and on the ability of the Issuer to repay the Notes at their maturity or make offers to purchase the 
Notes in an asset sale offer or change of control offer. 

In the event of a bank failure of ICBPI, HoldCo’s equity investment in ICBPI may be subject to a statutory bail-in, 
which could result in the loss of part or all of your investment. 

On May 6, 2014, the Council of the European Union adopted the EU Bank Recovery and Resolution Directive, 
which provides for a bail-in power and requires Member States to provide resolution authorities with the power to write 
down the claims of unsecured creditors of a failing institution and to convert unsecured debt claims to equity (subject to 
certain parameters). The bail-in power enables the relevant regulator to recapitalize a failed bank by, for instance, 
allocating losses to its shareholders. If the ICBPI Group were to fail and come within the realm of its regulators’ 
bail-power, HoldCo may forfeit part or all of its equity interests in the ICBPI Group and would likely receive no or 
insufficient consideration to allow dividends to the Sponsors’ HoldCos to permit the Issuer and the Sponsors’ HoldCos to 
meet their obligations under the Notes and the Guarantees. This could result in the loss of all or part of your investment 
in the Notes. 

The Issuer is subject to restrictive debt covenants and events of default that may limit the Issuer’s ability to finance 
future operations and to pursue business opportunities and activities. 

The terms of the Notes and the Indenture will restrict, among other things, the Issuer’s ability to: 

• incur or guarantee additional indebtedness and issue certain preferred stock; 

• create or incur certain liens; 

• make certain payments, including dividends or other distributions, with respect to the shares of the Issuer or 
their restricted subsidiaries; 

• prepay or redeem subordinated debt or equity; 

• make certain investments; 

• create encumbrances or restrictions on the payment of dividends or other distributions, loans or advances to, 
and on the transfer of, assets to the Issuer; 

• engage in certain transactions with affiliates; 

• consolidate or merge with other entities; 

• impair security interests for the benefit of the holders of the Notes; and 

• undertake activities or hold assets other than those typically undertaken by a finance subsidiary. 



All these limitations will be subject to significant exceptions and qualifications. See “Description of the 
Notes—Certain Covenants Applicable to the Issuer.” The covenants to which the Issuer is subject could limit its ability 
to finance our future operations and capital needs and our ability to pursue business opportunities and activities that may 
be in our interest. 

The Revolving Credit Facility Agreement also contains affirmative and negative covenants that, in certain cases, 
may be more restrictive than the covenants contained in the Indenture, including a requirement not to exceed a specified 
ratio of drawn super senior facilities debt to consolidated pro forma EBITDA of HoldCo after a certain percentage of the 
committed amounts under the Revolving Credit Facility are drawn. See “Description of Other Indebtedness—Revolving 
Credit Facility Agreement.” The Issuer’s ability to meet these financial ratios and tests can be affected by events beyond 
our control, and we cannot assure you that the Issuer will meet them. A breach of any of those covenants, ratios, tests or 
restrictions could result in an event of default under the Revolving Credit Facility Agreement. Upon the occurrence of 
any event of default under the Revolving Credit Facility Agreement, subject to applicable cure periods and other 
limitations on acceleration or enforcement, the relevant creditors could cancel the availability of the facilities and elect to 
declare all amounts outstanding under the Revolving Credit Facility, together with accrued interest, immediately due and 
payable and proceed to take remedies under the Revolving Credit Facility Agreement which are available during the 
continuance of an event of default. In addition, any default or acceleration under the Revolving Credit Facility 
Agreement could lead to an event of default and acceleration under other debt instruments that contain cross-default or 
cross-acceleration provisions, including the Indenture and Original Indenture (in the case of an acceleration or payment 
default). If the creditors of the Issuer, including the creditors under the Revolving Credit Facility Agreement, accelerate 
the payment of those amounts or, in the case of letters of credit, require the provision of cash collateral, we cannot assure 
you that the Issuer or the Guarantors will have sufficient cash or assets to repay or, as the case may be, pay in full those 
amounts, to satisfy all other liabilities which would be due and payable and to make payments to enable the Issuer to 
repay the Notes, in full or in part. 

If the Issuer or the Guarantors are unable to repay outstanding borrowings when due, the lenders under the 
Revolving Credit Facility Agreement will also have the right to proceed against the collateral granted to them securing 
the indebtedness owed to them. Under the terms of the Intercreditor Agreement, in the event of an enforcement of the 
Shared Collateral, the holders of the Notes will receive proceeds from the Shared Collateral only after the lenders under 
the Revolving Credit Facility and counterparties to certain hedging agreements have been repaid in full. 

The realization of any of these risks could have a material adverse effect on the financial position of the Issuer 
and the Sponsors’ HoldCos and their ability to fulfill their respective obligations under the Notes and the Guarantees. 

Creditors under the Revolving Credit Facility and certain hedging obligations are entitled to be repaid with the 
proceeds of the Shared Collateral sold in any enforcement sale in priority to the Notes, and the claims of the holders 
of the Notes will be effectively subordinated to the rights of our existing and future secured creditors to the extent of 
the value of the assets securing such creditors which do not also secure the Notes. 

As of the MPS Completion Date, the obligations under the Notes and the Guarantees will be secured on a 
contractual, first-priority basis with security interests over the Shared Collateral that also secures the obligations under 
the Revolving Credit Facility Agreement, the Existing Notes and certain hedging obligations. The Indenture also permits 
the Collateral to be pledged to secure additional indebtedness, including on a contractual first-priority basis in accordance 
with the terms thereof and the Intercreditor Agreement. The Security Agent will act on behalf of the lenders under the 
Revolving Credit Facility Agreement, certain hedge counterparties, the Trustee and holders of the Notes and the Existing 
Notes. 

Under the terms of the Intercreditor Agreement, the proceeds from enforcement of the Shared Collateral will be 
applied first to repay amounts due under the Revolving Credit Facility and certain hedging obligations. Any remaining 
amounts will then be applied, pari passu and pro rata, to amounts due under the Notes and certain other pari passu 
additional indebtedness of the Issuer and the Guarantors including the Existing Notes. See “Description of Other 
Indebtedness—Intercreditor Agreement.” If you (or the Trustee on your behalf) receive any proceeds from enforcement 
of the Shared Collateral prior to the satisfaction of the claims under the Revolving Credit Facility and certain hedging 
obligations, you (or the Trustee on your behalf) will be required to turn over such proceeds until claims under such other 
indebtedness are satisfied and until ratable claims are equally satisfied. As a result, the claims of the holders of the Notes 
will be effectively subordinated to the rights of the existing and future secured creditors of the Issuer and the Sponsors’ 
HoldCos who have priority in respect of proceeds from enforcement of the liens over assets that constitute Shared 
Collateral to the extent of the value of such assets. Hence, you may recover less from the proceeds of an enforcement 
action than you otherwise would have. As a result of these and other provisions in the Intercreditor Agreement, you may 
not be able to recover any amounts under the Notes or the Guarantees in the event of a default on the Notes. 



The Issuer and the Sponsors’ HoldCos will be permitted to borrow additional indebtedness in the future under 
the terms of the Indenture, and will in some cases be permitted to secure such indebtedness, including in certain cases, on 
a super priority basis. 

The Issuer will require a significant amount of cash to meet its obligations under its indebtedness, which it may not be 
able to raise. 

Prior to repayment of the Notes, we will be required to refinance or repay certain other debt, including debt 
under the Revolving Credit Facility Agreement, and the Mercury Payments Business will be required to refinance or 
repay the Mercury Payments Dividend Facility Agreement. At the maturity of the Notes on May 30, 2021, or at the 
maturity of any other debt incurred by the Issuer or the Guarantors, if the Issuer or relevant Guarantors do not have 
sufficient cash to repay their respective debt obligations, the Issuer or such Guarantors may be required to refinance their 
respective indebtedness. In addition, the Existing Notes (representing an aggregate principal amount of € 1,700 million) 
will also mature on May 30, 2021. We cannot assure you that the Issuer or the Guarantors will be able to refinance or 
repay any of our debt, including the Notes, on commercially reasonable terms or at all. Any refinancing of our debt could 
be at higher interest rates than our current debt and may require the Issuer to comply with more onerous covenants. If the 
Issuer or a Guarantor is unable to refinance all or a portion of its indebtedness or obtain such refinancing on terms 
acceptable to us, it may not be able to repay the Notes at their maturity. The type, timing and terms of any future 
financing will depend on our cash needs and the prevailing conditions in the financial markets. 

Any failure to make payments on our debt, including repaying the Notes at their maturity, on a timely basis 
would likely result in a reduction of our credit rating, which could also harm the ability of the Issuer to incur additional 
indebtedness. See “—Risks Related to the Notes and the Guarantees—Changes in respect of the public ratings of the 
Issuer or the public debt ratings of the Notes or other indebtedness may materially and adversely affect the availability, 
the cost and the terms and conditions of our debt.” In addition, the terms of the Issuer’s debt, including the Notes and the 
Revolving Credit Facility Agreement, limit, and any future debt may limit, our ability to pursue any of these alternatives. 
If we are unsuccessful in any of these efforts, we may not have sufficient cash to meet our obligations, which could cause 
an event of default under the Issuer’s debt and result in: 

• the holders of the Issuer’s debt declaring all outstanding principal and interest to be due and payable; 

• the lenders under the Revolving Credit Facility Agreement being able to terminate their commitments to 
lend us money; and 

• the Issuer and/or the Sponsors’ HoldCos being forced into bankruptcy or liquidation, which could result in 
you losing your investment in the Notes. 

Any of the aforementioned risks could have a material adverse effect on the financial position of the Issuer and 
the Sponsors’ HoldCos and their ability to fulfill their respective obligations under the Notes and the Guarantees. 

Despite the Issuer’s and the Sponsors’ HoldCos’ current level of indebtedness, the Issuer and the Sponsors’ HoldCos 
may still be able to incur substantially more debt in the future, which may make it difficult for them to repay their 
debt, including the Notes. 

The Issuer and the Sponsors’ HoldCos may incur substantial additional debt in the future. The Issuer and the 
Sponsors’ HoldCos have the ability to borrow up to €100.0 million under the Revolving Credit Facility (conditioned on 
the closing of the MPS Acquisition and the satisfaction of certain other conditions), which will be secured by the Shared 
Collateral. In addition, the Indenture and Original Indenture permit the incurrence of a substantial amount of 
indebtedness, including indebtedness secured on assets that do not constitute Collateral at HoldCo and subsidiaries of 
HoldCo (none of which guarantee the Notes) and permits the incurrence by Guarantors of indebtedness that shares in the 
Collateral. Any debt that HoldCo or subsidiaries of HoldCo incur would be structurally senior to the Notes to the extent 
that such subsidiaries do not guarantee the Notes, and such other debt could be secured or could mature prior to the 
Notes. See “—Risks Related to the Notes and the Guarantees—The Notes and the Guarantees will be structurally 
subordinated to the claims of creditors, including depositors and trade creditors, and preferred stockholders and 
minority stockholders of HoldCo and non-guarantor subsidiaries of HoldCo, including ICBPI, Mercury Payments Bidco 
and each of their respective subsidiaries.” Although the Original Indenture contains, and the Indenture and the Revolving 
Credit Facility Agreement will contain, restrictions on the incurrence of additional indebtedness, these restrictions are 
subject to a number of significant qualifications and exceptions, and under certain circumstances the amount of 
indebtedness that could be incurred in compliance with these restrictions could be substantial. If the Issuer, the Sponsors’ 
HoldCos, HoldCo or the subsidiaries of HoldCo incur additional debt, the related risks that the Issuer and the Sponsors’ 
HoldCos now face would increase. In addition, the Indenture, Original Indenture and the Revolving Credit Facility 
Agreement will not prevent us from incurring obligations that do not constitute indebtedness as defined under those 
agreements, including ordinary course funding obligations and settlement obligations, as defined therein. See 



“Description of Other Indebtedness—Ordinary Course Funding and Settlement Obligations.” Furthermore, the Issuer 
will be permitted to designate Restricted Subsidiaries (other than the Sponsors’ HoldCos, HoldCo and Mercury Payments 
Business) under the Indenture as Unrestricted Subsidiaries (as defined under “Description of the Notes—Certain 
Definitions”), and such Unrestricted Subsidiaries would be permitted to borrow beyond the limitations specified in the 
Indenture and engage in other activities in which Restricted Subsidiaries may not engage. 

The Issuer and each Sponsors’ HoldCo is incorporated under the laws of Jersey, which may not provide the level of 
legal certainty and transparency afforded by incorporation in a U.S. state. 

The Issuer and each Sponsors’ HoldCo is incorporated under the laws of Jersey, a British crown dependency 
that is an island located off the coast of Normandy, France. Jersey is not a member of the EU. Jersey legislation regarding 
companies is largely based on English corporate law principles. However, there can be no assurance that Jersey law will 
not change in the future or that it will serve to protect investors in a similar fashion afforded under corporate law 
principles in the United States or other jurisdictions with which you may be familiar, which could adversely affect your 
rights. 

If the Issuer and the Sponsors’ HoldCos do not satisfy the conditions precedent for utilization of the Revolving Credit 
Facility, they may be required to seek alternative sources of financing to ensure sufficient liquidity reserves. 

While the Issuer and the Sponsors’ HoldCos have entered into the Revolving Credit Facility Agreement and 
material documents related thereto (including the Intercreditor Agreement) on or prior to the Issue Date, they may not 
satisfy the conditions precedent to utilization of the Revolving Credit Facility Agreement made available under the 
Revolving Credit Facility Agreement. If the Issuer and the Sponsors’ HoldCos do not meet the conditions precedent to 
utilization of the Revolving Credit Facility, they may need to seek alternative sources of financing to ensure sufficient 
cash is available to make Cash Interest payments on the Notes or to provide operational liquidity. The Issuer and the 
Sponsors’ HoldCos may be unable to find such alternative financing, and even if they could obtain alternative financing, 
it might not be on terms that are favorable or acceptable to them. Any alternative financing could be at higher interest 
rates and may require the Issuer and the Sponsors’ HoldCos to comply with more onerous covenants. The realization of 
any of these risks could impact the Issuer’s ability to make Cash Interest payments on the Notes. 

Risks Related to the Transactions 

Each of the Acquisitions is subject to significant uncertainties and risks. 

On February 3, 2017, CartaSi entered into an asset sale and purchase agreement to acquire MPS Acquiring from 
BMPS. In addition, on December 6, 2016, ICBPI entered into an agreement relating to the sale and purchase of Bassilichi 
Payments pursuant to which, in ICBPI’s discretion, either ICBPI or CartaSi will acquire up to 100% of the share capital 
of Bassilichi Payments. On February 1, 2017, the ICBPI Group entered into an asset sale and purchase agreement to 
acquire DB Cards Acquiring from Deutsche Bank S.p.A. The consummation of each of these Acquisitions is subject to 
the satisfaction of certain conditions, including regulatory approval by the Bank of Italy and the Italian competition 
authority. In addition, the MPS Acquisition may be required to comply with a mandatory works council consultation 
process. Each of the Acquisition Agreements will terminate in accordance with its terms if the conditions precedent to 
completion have not been fulfilled by (i) November 30, 2017 (in the case of MPS Acquiring), (ii) June 30, 2017 (in the 
case of Bassilichi Payments) and (iii) October 30, 2017 (in the case of DB Cards Acquiring), unless amended by the 
parties thereto in accordance with the terms of each agreement. The parties to the Acquisition Agreements will not 
consummate the respective Acquisitions until the conditions are fulfilled, which may, potentially, take a number of 
months and, in exceptional circumstances, significantly longer. Accordingly, the parties may not be able to undertake all 
or any of the Acquisitions in a timely fashion or at all. If the MPS Acquisition is not consummated on or prior to the MPS 
Escrow Longstop Date, the entire aggregate principal amount of the Notes would be subject to a special mandatory 
redemption and redeemed at par, plus accrued and unpaid interest to the date of redemption and additional amounts (if 
any). If the Bassilichi Payments Acquisition is not completed on or prior to the Bassilichi Payments Escrow Longstop 
Date, then €50.0 million (or, in the sole discretion of the Issuer, such lesser aggregate principal amount of Notes as would 
not result in the consolidated senior secured net leverage ratio of HoldCo exceeding the threshold specified herein) in 
aggregate principal amount of the Notes will be required to be redeemed at par, plus accrued and unpaid interest to the 
date of redemption and additional amounts (if any). If the DB Cards Acquisition is not completed on or prior to the DB 
Cards Escrow Longstop Date, then €30.0 million (or, in the sole discretion of the Issuer, such lesser aggregate principal 
amount of Notes as would not result in the consolidated senior secured net leverage ratio of HoldCo exceeding the 
threshold specified herein) in aggregate principal amount part or all of of the Notes will be required to be redeemed at 
par, plus accrued and unpaid interest to the date of redemption and additional amounts (if any).  



If the conditions to the escrow are not satisfied, the Issuer will be required to redeem part or all of the Notes, which 
means that you may not obtain the return you expect on the Notes. 

Pending consummation of the Acquisitions, a portion of the gross proceeds in an amount equal to € 50.0 million 
will be deposited into the Bassilichi Payments Escrow Account, an amount equal to €30.0 million will be deposited into 
the DB Cards Escrow Account and the remainder of the gross proceeds will be deposited into the MPS Escrow Account. 
The escrowed proceeds will be held in the Escrow Accounts for the benefit of the holders of the Notes pending the 
satisfaction of certain conditions, some of which are outside of our control, including regulatory and antitrust approvals. 
The release of escrow proceeds from the Escrow Accounts will be conditional on the occurrence of the MPS Completion 
Date and subject to certain other conditions. If the MPS Acquisition is not consummated on or prior to the MPS Escrow 
Longstop Date, or upon the occurrence of certain other events that trigger escrow termination, the entire aggregate 
principal amount of the Notes will be subject to special mandatory redemption. The release of escrow proceeds from the 
Bassilichi Payments Escrow Account will additionally be conditional on the occurrence of the Bassilichi Payments 
Completion Date and subject to certain other conditions, and the release of escrow proceeds from the DB Cards Escrow 
Account will additionally be conditioned on the occurrence of the DB Cards Completion Date and subject to certain other 
conditions. If the Bassilichi Payments Acquisition is not completed on or prior to the Bassilichi Payments Escrow 
Longstop Date or upon the occurrence of certain other events, then €50.0 million (or, in the sole discretion of the Issuer, 
such lesser aggregate principal amount of Notes as would not result in the consolidated senior secured net leverage ratio 
of HoldCo exceeding the threshold specified herein) in aggregate principal amount of the Notes will be subject to special 
mandatory redemption. If the DB Cards Acquisition is not completed on or prior to the DB Cards Escrow Longstop Date, 
then €30.0 million (or, in the sole discretion of the Issuer, such lesser aggregate principal amount of Notes as would not 
result in the consolidated senior secured net leverage ratio of HoldCo exceeding the threshold specified herein) in 
aggregate principal amount of the Notes will be subject to special mandatory redemption. If any Notes become subject to 
special mandatory redemption, you may not obtain the return you expect to receive on the Notes. 

The escrow funds will be initially limited to the gross proceeds of the Offering and may not be sufficient to pay 
the applicable special mandatory redemption price, which is equal to the aggregate issue price of the respective Notes 
plus accrued and unpaid interest and additional amounts, if any, from the Issue Date to the date of the applicable special 
mandatory redemption. In the event that the escrow funds are insufficient to pay the applicable special mandatory 
redemption price, plus any such accrued and unpaid interest and additional amounts, the Sponsors’ HoldCos and the 
Issuer will be required to pay such accrued and unpaid interest and additional amounts, if any, owing to the holders of the 
Notes. 

Changes in the business or financial condition of the Combined Group, or the terms of the Acquisitions or the 
financing thereof, between the closing of the Offering and the Completion Date of the MPS Acquisition, the Bassilichi 
Payments Acquisition and the DB Cards Acquisition, may have an impact on the creditworthiness of the Issuer and the 
Sponsors’ HoldCos. 

We do not yet own the Targets and, even after completion of the Acquisitions, the Sponsors will not solely or indirectly 
control ICBPI, Mercury Payments Bidco or any of their respective subsidiaries. 

We will not own the Targets until the relevant Completion Date under the applicable Acquisition Agreement. 
The current owners of the Targets may not operate their businesses during the interim period from signing of the 
Acquisition Agreements until completion in the same way that we would. Furthermore, each of the Transactions has 
required, and will likely continue to require, substantial time and focus from management, which could adversely affect 
their ability to operate the business. Likewise, employees may be uncomfortable with the Transactions or feel otherwise 
affected by it, which could have an impact on work quality and retention. 

In addition, in order to comply with certain Italian regulatory requirements, the Sponsors’ HoldCos will not 
solely or indirectly control ICBPI, Mercury Payments Bidco or any of their respective subsidiaries, and the articles of 
association and by laws of HoldCo expressly declare that HoldCo shall not exercise any power of “direction and 
coordination” over the decisions of ICBPI. Instead, such direction and coordination is exercised by the board of directors 
of ICBPI and ICBPI remains as “capogruppo” of its regulated banking group for Italian regulatory purposes. As a result 
of these restrictions, our ability, and that of the Sponsors’ HoldCos, to control or influence ICBPI will be limited. See 
“—Risks Related to the Financial Profile of the Issuer and the Sponsors’ HoldCos.” 

Due to Italian regulatory restrictions applicable to banks and banking groups, only the Issuer has executed, and 
only the Issuer agreed to be bound by, the covenants in the Indenture. The Indenture, due to such Italian regulatory 
restrictions, was instead drafted to provide for the occurrence of an event of default of the Issuer upon the occurrence of 
certain events involving a Sponsors’ HoldCo, HoldCo or any of HoldCo’s subsidiaries (including ICBPI, Mercury 
Payments Bidco and each of their subsidiaries). However, with respect to each of the Targets, these events of default will 
only relate to actions taken or not taken on and after the relevant completion date of each Acquisition. 



The Acquisitions and the Mercury Payments Business Acquisition will entitle customers and certain other business 
partners of Bassilichi Payments to terminate their agreements as a result of change of control provisions. 

The Acquisitions and the Mercury Payments Business Acquisition will constitute a change of control under 
certain agreements entered into by the Targets, the Mercury Payments Business and Mercury Processing International 
and its subsidiaries, including agreements with customers, card scheme operators (such as Visa), certain lessors and 
suppliers. Upon the relevant completion date of each Acquisition and the Mercury Payments Business Acquisition, these 
counterparties will be entitled to terminate such agreements. For example, merchant customers of MPS Acquiring, DB 
Cards Acquiring and certain of Bassilichi Payments’ customers may terminate their customer contracts upon a change of 
control or contract assignment without advance notice and without incurring penalties. Some of these counterparties may 
exercise their termination rights, which could have an adverse effect on the revenues and business of the Targets, the 
Mercury Payments Business and Mercury Processing International following the Acquisitions and the Mercury Payments 
Business Acquisition. 

We are still in the process of assessing in which cases consent from the relevant counterparties should be 
obtained, and are, where this appears necessary from a commercial perspective, seeking the consents of all relevant 
counterparties in order to continue the commercial relationship with them. For example, the Targets’ respective licenses 
with each of Visa, MasterCard, CUP and JCB contain change of control clauses which will require the scheme operators’ 
consent to the Transactions. The Targets’ outsourcing agreement with Equens and SIA all contain change of control 
clauses. In the event of termination of any material contract as a result of the Transactions, there can be no assurance that 
the Targets would be able to successfully replace the products or services that were provided under the relevant contract 
at attractive prices or at all. Likewise, if the Targets, the Mercury Payments Business or Mercury Processing International 
or any of its relevant subsidiaries were required to amend any such contract we can provide no assurance that the terms of 
such amendment will not be materially adverse to the Targets or will not otherwise impact the Targets’ businesses or 
operations. Accordingly, any termination or amendment of a significant contract as a result of the change of control 
following the Acquisitions and the Mercury Payments Business Acquisition could materially or adversely affect our 
business and the ability to provide services to our customers. It is also possible that material supply contracts could be 
terminated or amended in other circumstances. If the Targets and the Mercury Payments Business Acquisition fail to 
become a party to a material contract that historically has formed part of their business or any such arrangement is 
terminated, this could have a material adverse effect on our business, results of operations and financial condition. 

Amendments made to the Acquisition Agreements may have adverse consequences for holders of the Notes. 

Each of the Acquisitions is expected to be consummated in accordance with the relevant terms of the relevant 
Acquisition Agreement. However, the Acquisition Agreements may be amended and the closing conditions may be 
waived at any time by the parties thereto, without the consent of holders of the Notes and, subject to certain exceptions, 
will not trigger a special mandatory redemption of the Notes. Furthermore, any amendments made to the Acquisition 
Agreements may make the Acquisitions less attractive. Any amendments made to the Acquisition Agreements may be 
materially adverse to holders of the Notes. 

We may not be able to enforce claims relating to a breach of the representations and warranties that the sellers have 
provided to us under the Acquisition Agreements and the Mercury Payments Acquisition Agreement, and our ability 
to recover losses suffered as a result of such a breach may be limited if the sellers become insolvent. 

In connection with the Acquisitions and the Mercury Payments Acquisition Agreement, the current shareholders 
of Bassilichi Payments, BMPS and Deutsche Bank S.p.A., each in their capacities as sellers under the respective 
Acquisition Agreements and the Mercury Payments Acquisition Agreement, have given certain customary 
representations and warranties and indemnities. Nonetheless, third-parties could seek to hold us responsible for any of the 
liabilities the sellers have agreed to retain, and we may not be able to enforce any claims against the sellers relating to 
breaches of these representations and warranties. The sellers’ liability under each of the Acquisition Agreements and the 
Mercury Payments Acquisition Agreement is very limited. Moreover, even if we are able to eventually recover any losses 
resulting from a breach of these representations and warranties, we may temporarily be required to bear these losses 
ourselves. In addition, if one of our counterparties to the Acquisition Agreements and the Mercury Payments Acquisition 
Agreement becomes insolvent or files for bankruptcy, our ability to recover any losses suffered as a result of that 
counterparty’s breach may be limited by the liquidity of the counterparty or the applicable laws governing the bankruptcy 
proceedings. In the event of such breach, we could incur losses, which could adversely impact our business, results of 
operations, financial condition and prospects. 

Employees of MPS Acquiring may challenge or delay the MPS Acquisition or otherwise increase the transaction costs 
associated with the MPS Acquisition. 

Upon completion of the MPS Acquisition, the ICBPI Group will assume the current employment contracts 
associated with MPS Acquiring. Under the applicable Italian labor law, employees may challenge the transfer of their 



employment agreement to the ICBPI Group on the grounds that their employment does not actually relate to the acquired 
business. Conversely, employees whose contracts were not transferred to the ICBPI Group could bring a claim, alleging 
that their employment does relate to the acquired business and that their employment contract should thus have been 
transferred to the ICBPI Group pursuant to the MPS Acquisition Agreement. In addition, Italian law entitles certain 
employees to challenge the determination that MPS Acquiring constitutes a standalone business. If a claim alleging any 
of the foregoing was successful, the competent court could void all or a portion of the transfer of employee contracts 
currently contemplated in the MPS Acquisition Agreement or could require the ICBPI Group to assume additional 
employment contracts or compensate employees whose contracts were unlawfully not transferred. As a result, any such 
claims could result in the termination of the MPS Acquisition, materially delay the MPS Acquisition or otherwise 
increase the transaction costs associated with the MPS Acquisition. In addition, due to the relatively small number of 
employees expected to be transferred to the ICBPI Group pursuant to the MPS Acquisition, we could lose key personnel 
of MPS Acquiring, which could have a material adverse effect on our business.  

Each of MPS Acquiring and DB Cards Acquiring depend on merchant relationships and referral partnerships with a 
network of bank branches to grow their businesses, including MPS Acquiring referral partnership with BMPS and 
DB Cards Acquiring partnership with Deutsche Bank S.p.A., and if the number of these branches decreases in the 
future or either business is unable to maintain these relationships, their businesses may be adversely affected. 

Growth in MPS Acquiring and DB Cards Acquiring is derived primarily from acquiring new merchant 
relationships, new and enhanced product and service offerings, cross selling products and services into existing 
relationships, the shift of consumer spending to increased usage of electronic forms of payment, and the strength of the 
business relationship with BMPS and Deutsche Bank S.p.A., respectively. Virtually the entire merchant customer base of 
MPS Acquiring and DB Cards Acquiring was developed out of the partnership with BMPS and Deutsche Bank S.p.A., 
respectively, which provided access to its network of bank branches and acted as a merchant referral source. There can be 
no assurance that this growth will continue and the loss or deterioration of these relationships could negatively impact the 
business and result in a reduction of the revenue and profit of MPS Acquiring or DB Cards Acquiring. 

Additionally, BMPS’s local bank branches originate customer relationships with merchants in their catchment 
area in the ordinary course of their business. Typically, these branches also refer the services of MPS Acquiring to their 
customer base. As a result, a substantial portion of MPS Acquiring’s revenue depends on referrals from BMPS’s network 
of bank branches. According to public filings, BMPS is currently undergoing an operational restructuring pursuant to 
which it intended to reduce personnel expenses through, among others, reductions in the number of its bank branches. 
While we believe that most of Italy’s leading banks are currently implementing reductions in the number of their bank 
branches, there can be no assurance that BMPS’s reductions will not be greater than those of its competitors. In addition, 
whether or not BMPS’s reductions are in line with those of its competitors, such reductions could reduce the catchment 
area in which MPS Acquiring’s services are marketed and thus result in lower customer loyalty and lower rates of new 
customer acquisitions than in previous periods. This in turn could depress the number of referrals of new customers to 
MPS Acquiring and adversely affect the loyalty of MPS Acquiring’s existing customers. DB Cards Acquiring likewise 
depends on continued referrals from Deutsche Bank S.p.A.’s Italian bank branches to serve and grow its business and so 
is subject to the same risks as MPS Acquiring. If any of these risks were to materialize, this could have a material adverse 
effect on the financial condition, results of operations and prospects of MPS Acquiring and DB Cards Acquiring. 

Bassilichi Payments’ business depends on its relationships with BMPS which is its primary customer. Substantial 
defaults in payments by BMPS, a material reduction in business from BMPS or the loss of BMPS as a customer could 
have a material adverse impact on our financial condition, results of operations, and liquidity. 

A substantial portion of Bassilichi Payments’ business is generated with BMPS, Bassilichi Payments’ largest 
customer. The business relationship between BMPS and Bassilichi Payments is based on various contracts pursuant to 
which BMPS guarantees Bassilichi Payments a certain minimum amount of revenue, along with penalties for any 
shortfalls against such minimum. As a result, Bassilichi Payments has significant customer concentration, with BMPS 
accounting for approximately 58% and 59% of Bassilichi Payments’ revenue in the years ended December 31, 2014 and 
2015, respectively. In the event that BMPS experienced difficulties that would result in its default on payments due to 
Bassilichi Payments, a material reduction in purchase orders, or a termination of the relationship, Bassilichi Payments, 
operations would be severely adversely affected and may even come to a halt until Bassilichi Payments established an 
equivalent relationship with another large Italian commercial bank or increased its sales with its other customers. 

The Bassilichi Payments Acquisition Agreement contains certain protections that ensure that the commercial 
relationship between Bassilichi Payments and BMPS is not materially altered for a period of eight years following the 
Bassilichi Payments Acquisition. However, there can be no assurance that we will be able to enforce these protective 
provisions, particularly in the event that BMPS becomes subject to a bankruptcy or other restructuring proceeding 
pursuant to which a court appointed receiver may be entitled to terminate such obligations. 



In addition, BMPS could seek to terminate the relationship with Bassilichi Payments, either in accordance with 
the terms of the contracts governing the relationship or otherwise. We believe this risk is further exacerbated by the 
ongoing restructuring of BMPS, which could involve the direct intervention of the Italian government, because a new 
investor (including, potentially, the Italian government) could acquire a controlling interest in the bank, seek to establish 
new management policies and consequently seek to terminate the relationship with Bassilichi Payments. There can be no 
assurance that Bassilichi Payments will be able to hold BMPS to the full term of the contracts governing the relationship, 
particularly in the event an existing customer of CartaSi or another member of the Combined Group with significant 
bargaining power acquired a controlling ownership interest in BMPS. Bassilichi Payments’ ability to renew the existing 
contracts with BMPS, either on commercially attractive terms or at all, depends on a range of commercial and 
operational factors and events, which may be beyond our control. To the extent Bassilichi Payments is unable to maintain 
relationships with BMPS, or to the extent BMPS partners with a competitor instead of partnering with Bassilichi 
Payments, Bassilichi Payments would lose its largest customer, which would have a material adverse effect on Bassilichi 
Payments’ business, financial condition, results of operations and prospects. 

We may not be able to successfully migrate other customers of the Combined Group to our proprietary processing 
platform acquired pursuant to the Mercury Payments Acquisition. 

When CartaSi executes payment card transactions originated by one of its merchant customers, it is generally 
responsible for the production of account statements, dispute management, credit collection, fraud management and 
customer service through its call center, but outsources the processing part of the acquiring value chain to its processing 
partners equensWorldline and SIA. Following the Mercury Payments Acquisition, we may decide to migrate such 
processing part of the acquiring value chain to the Mercury Payments Business’s proprietary processing platform. 
However, we may conclude that such migration is not economical or otherwise experience disruptions or encounter 
unexpected challenges. Further, even if we decided to commence the implementation of a migration, the costs associated 
with such implementation could exceed our expectations for those costs. Any significant cost increases or disruptions to 
service quality could have an adverse effect on our operations and results of operations. The failure to successfully 
realize such migration could offset the synergies arising from the Mercury Payments Acquisition and adversely affect our 
financial condition and results of operations. 

The Targets, the Mercury Payments Business and Mercury Processing International may each have liabilities that are 
not known to us or greater than anticipated, and any indemnities under the Acquisition Agreements may be 
insufficient. 

The Targets, the Mercury Payments Business and Mercury Processing International may each have liabilities 
that we failed or were unable to discover in the course of performing due diligence investigations in connection with the 
Acquisitions and the Mercury Payments Business Acquisition. In addition, the extent of liabilities we discovered in 
connection with our due diligence investigations may be greater than we expected. We may learn of additional 
information about the Targets, the Mercury Payments Business and Mercury Processing International that adversely 
affects us, such as unknown or contingent liabilities and issues relating to compliance with applicable laws and 
regulations. For example, we could become liable for overdue payables of the Targets, the Mercury Payments Business 
or Mercury Processing International to suppliers and employees that are not currently known to us, or we could become 
subject to tax or pension liabilities in respect of historical periods that we are not currently aware of or the amount of 
which we underestimated. In conducting our due diligence, we have been required to rely on resources available to us, 
including public information, information provided by the sellers under the Acquisition Agreements and the Mercury 
Payments Business Acquisition Agreement and third-party advisers (including in the preparation of the Information 
Release). There can be no assurance that the due diligence we have undertaken has revealed or highlighted all relevant 
facts necessary or helpful in evaluating the Acquisitions and the Mercury Payments Business Acquisition. Any such 
unknown or previously underestimated liabilities, individually or in the aggregate, could have a material adverse effect 
on the Combined Group’s business, financial condition and results of operations and the ability of the Issuer and the 
Sponsors’ HoldCos to fulfill their respective obligations under the Notes and the Guarantees. 

Each of the sellers under the Acquisition Agreements and the Mercury Payments Acquisition Agreement has 
agreed to indemnify us for certain matters, subject to certain limitations and certain caps. However, following the 
consummation of the Acquisitions and the Mercury Payments Business Acquisition, third parties could seek to hold us 
responsible for any of the liabilities that such indemnifying parties agreed to retain or assume, and there can be no 
assurance that the indemnification will be sufficient to protect us against the full amount of such liabilities, that the 
indemnifying parties will be able or willing to fully satisfy their indemnification obligations, that a release of amounts 
placed into escrow to support indemnities can be accomplished swiftly and will not entail a legal dispute, or that we will 
not face administrative or other sanctions for which we are not entitled to indemnity coverage. In addition, even if we 
ultimately succeed in recovering from the indemnifying parties any amounts for which we are held liable, we may be 
temporarily required to bear these losses ourselves, which could have a material adverse effect on our liquidity, and we 
may lose some of the benefits we anticipate from the Acquisitions and the Mercury Payments Business Acquisition. 



Furthermore, there can be no assurance as to the adequacy or accuracy of information provided during the due 
diligence exercise or that such information will be accurate or remain accurate in the period from the conclusion of the 
due diligence exercise until the completion of the Acquisitions and the Mercury Payments Business Acquisition. The due 
diligence process is inherently subjective. If the due diligence investigation failed to identify material information 
regarding the Acquisitions and the Mercury Payments Business Acquisition, we may later be forced to write down or 
write off certain assets, significantly modify our business plan or incur impairment or other charges. Similarly, the 
materialization of certain risks, which may or may not be identified during due diligence, occur, it may lead to a loss of 
property, loss of value and, potentially, subsequent contractual and statutory liability to various parties. 

We may not be able to realize the anticipated operational efficiencies and cost savings. 

Following the Acquisitions, the Mercury Payments Acquisition and the ICBPI Acquisition, we intend to 
implement certain operational efficiency and cost saving measures, as further described under footnote (2) under 
“Summary—Summary Historical Financial and Other Information—Summary Combined Group Pro Forma Financial 
Information—Pro Forma Other Financial Information.” We may not be able to realize these measures, either in the 
amount or within the timeframe that we currently anticipate, and the costs of achieving these measures may be higher 
than what we expect. Our ability to realize such operational efficiency and cost savings measures may be affected by a 
number of factors, including increases in expenses related to the Acquisitions, the Mercury Payments Acquisition and the 
ICBPI Acquisition, which may offset the cost savings from the Acquisitions, the Mercury Payments Acquisition and the 
ICBPI Acquisition. 

The Acquisitions and the Mercury Payments Acquisition may adversely affect HoldCo’s CET1 capital ratio and 
ICBPI’s capital ratios. 

The ICBPI Group is subject to regulatory capital requirements and the Bank of Italy measures the required 
CET1 capital ratio at the level of HoldCo. See “—Risks Related to Our Business—Our business is subject to a variety of 
complex regulatory regimes, and changes 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.” As of September 30, 2016, each 
of HoldCo and the ICBPI Group complied with all applicable regulatory capital requirements (including the prescribed 
CET1 capital ratio, Tier 1 capital ratio and total capital ratio) and we estimate that we are still in compliance with our 
regulatory capital requirements as of September 30, 2016, after giving effect to the Mercury Payments Acquisition and 
the Acquisitions. However, we expect that the Mercury Payments Acquisition and the Acquisitions will likely have an 
adverse effect on the applicable capital ratios. Should the capital ratios indicate that our regulatory capital has fallen short 
of the minimum capital requirements agreed with the Bank of Italy (including the consolidated CET1 capital ratio of 14% 
at the level of HoldCo), we may need to raise additional own funds to meet such capital requirements. Our failure to raise 
additional funds on acceptable terms or at all could result in potentially significant regulatory enforcement actions. This 
could have a material adverse effect on our reputation, financial condition and results of operations. 

Bassilichi Payments’ Financial Statements, which are included elsewhere herein, are not prepared in accordance with 
IFRS, and there may be differences between Bassilichi Payments’ financial position and its results of operations as 
presented in accordance with Italian GAAP compared to a presentation in compliance with IFRS. 

Bassilichi Payments’ consolidated financial statements included in this Information Release are based on Italian 
GAAP, which differs in certain respects from IFRS. We have not presented a reconciliation of Bassilichi Payments’s 
financial statements to IFRS in this Information Release. We expect that Bassilichi Payments’ financial condition and 
results will in the future be consolidated in HoldCo’s IFRS-compliant financial statements. Because there are differences 
between Italian GAAP and IFRS, if Bassilichi Payments’ financial statements were prepared on the basis of IFRS instead 
of Italian GAAP (whether on a standalone basis or as part of HoldCo’s Financial Statements), there could be substantial 
differences in Bassilichi Payments’ results of operations, cash flows and financial position, including levels of 
indebtedness and capitalization policy. 

In addition, Bassilichi Payments’ Financial Statements represent Bassilichi Payments and its consolidated 
subsidiaries on a historical basis that differs from the acquisition perimeter we have agreed to acquire in connection with 
the Bassilichi Payments Acquisition. In connection with the Bassilichi Payments Acquisition, we are not acquiring 
certain companies that were subsidiaries of Bassilichi Payments on the date the Bassilichi Payments Acquisition was 
entered into, and for the twelve months ended September 30, 2016, such entities represented 38% of Bassilichi 
Payments’ consolidated revenues and 5% of Bassilichi Payments’ consolidated Bassilichi Payments EBITDA. 

The Mercury Payments Business and MPS Acquiring historical results may not be representative of their future 
results as a separate, stand-alone company or business. 

The Mercury Payments Business’s Carve-Out Financial Statements and the MPS Acquiring Financial 
Statements as well as the other financial information we have included or incorporated by reference in this Information 



Release relating to Mercury Payments Business and MPS Acquiring, have been derived from the accounting records of 
Intesa Sanpaolo and BMPS, respectively, for the respective periods. These financial statements are based on the entities 
that were historically part of Intesa Sanpaolo and BMPS and operated as a going concern and therefore do not necessarily 
reflect what the results of operations, financial condition and cash flows would have been had Mercury Payments 
Business and MPS Acquiring operated as separate, stand-alone companies or businesses outside of Intesa Sanpaolo 
Group and BMPS during the periods presented in this Information Release. 

On December 15, 2016, Mercury Payments Bidco, a wholly owned subsidiary of HoldCo, acquired 100% of the 
equity interests in Setefi Services S.p.A. and its processing business (defined herein as the Mercury Payments Business) 
and 100% of the equity interests in Mercury Processing International from Intesa Sanpaolo. On the same date, Setefi 
Services S.p.A.’s name was changed to Mercury Payment Services S.p.A. In December 2015, in connection with Intesa 
Sanpaolo’s preparation for its sale of the Mercury Payments Business, the Mercury Payments Business entered into 
several commercial agreements with Intesa Sanpaolo relating to the provision by the Mercury Payments Business of the 
following services to Intesa Sanpaolo: 

• ATM management, including management of transactions of cash, withdrawal and payment advance by 
means of cards through ATM, and settlement of financial flows; 

• POS management, including the procurement of POS terminals, management of the authorization process 
of the electronic transaction, transaction monitoring and fraud prevention and management of financial 
flows; and 

• Management of credit, debit and prepaid cards issued by Intesa Sanpaolo, including managing of cards’ 
authorization process, clearing activity with the operators of the payment networks and all ancillary 
activities connected with the performance of the services under the agreement. 

The management of Mercury Payment Service S.p.A. prepared condensed interim carve-out financial statements 
for inclusion in this Information Release (the Mercury Payments Business’s Carve-Out Financial Statements). The 
financial information included in the Mercury Payments Business’s Carve-Out Financial Statements as of September 30, 
2016 reflect the results of the above mentioned servicing agreements with effect from their effective date, January 1, 
2016. The financial information included in the Mercury Payments Business’s Carve-Out Financial Statements for any 
date prior to January 1, 2016 does not include the effects of the above-mentioned servicing agreements. 

For more information, see the Mercury Payments Business’s Carve-Out Financial Statements. 

Any of the foregoing factors may have a material adverse effect on our business, results of operations and 
financial condition. 

The Historical Financial Statements and the Unaudited Pro Forma Financial Statements, (including the Unaudited 
Pro Forma Operating Segment Information) presented or incorporated by reference in this Information Release may 
not reflect what our actual results of operations and financial condition would have been had we been a combined 
company for the periods presented and thus these results may not be indicative of our future operating performance. 
The Unaudited Pro Forma Financial Statements (including the Unaudited Pro Forma Operating Segment 
Information) and the ICBPI Operating Segment Information included herein are subject to certain significant 
assumptions and limitations. 

HoldCo is a holding company which, since its formation in 2015, has from time to time made, through its 
subsidiaries, significant equity investments in a number of businesses. HoldCo’s Financial Statements do not consolidate 
the results of operations of the entire business undertaking of HoldCo as it exists at the date of this Information Release 
for the full period for which its historical consolidated financial information has been presented or incorporated by 
reference herein, because the ICBPI Acquisition was completed on December 17, 2015 and the Mercury Payments 
Acquisition was completed on December 15, 2016. As a result, HoldCo’s Financial Statements incorporated by reference 
in this Information Release do not fully represent the results of operations and financial condition of the entire business 
undertaking of HoldCo as it exists as of the date of this Information Release, or as it will exist following the Acquisitions 
and the comparability of HoldCo’s Financial Statements over each of the periods presented is significantly limited. 
Accordingly, HoldCo’s Financial Statements do not fully reflect what its actual results of operations and financial 
condition would have been had the Combined Group been a combined company during the periods presented, or what the 
Combined Group’s results of operations and financial condition will be in the future. 

In order to aid the comparability of the financial condition and results of operations of the entire business 
undertaking of HoldCo after giving effect to the ICBPI Acquisition, the Mercury Payments Acquisition and the pending 
Acquisitions, we have presented the Unaudited Pro Forma Financial Statements including Unaudited Pro Forma 
Operating Segment Information. 



The Pro Forma Unaudited Financial Statements, (including the Pro Forma Operating Segment Information) 
have been prepared for illustrative purposes only, and because of its nature, address a hypothetical situation and, 
therefore, do not represent HoldCo’s actual financial position or results. The Unaudited Pro Forma Financial Statements, 
including the Unaudited Pro Forma Operating Segment Information are based on certain assumptions that we believe are 
reasonable. Our assumptions may prove to be inaccurate over time. Accordingly, the Unaudited Pro Forma Financial 
Statements, including the Pro Forma Operating Segment Information may not reflect what HoldCo’s results of operations 
and financial condition would have been had the Combined Group been a combined company during the periods 
presented, or what HoldCo’s results of operations and financial condition will be in the future. 

The Unaudited Pro Forma Financial Statements include the results of operations and financial condition of the 
ICBPI Group, the Mercury Payments Business, Mercury Processing International and the Targets for each of the periods 
presented even though we may not have owned or controlled such businesses for all or any of the duration of the periods 
presented and would not have been permitted under IFRS to consolidate the results of such businesses in any historical 
financial statements. As we have acquired control over the ICBPI Group, the Mercury Payments Business and Mercury 
Processing International and have entered into agreements that will enable us to control or acquire MPS Acquiring and 
Bassilichi Payments, we consolidate 100% of their revenue and expenses in the Unaudited Pro Forma Financial 
Statements for each of the periods presented, despite the fact that third parties owned significant equity interests therein, 
as applicable.  

 

  



ICBPI’S 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 ICBPI’s 
Financial Statements which are incorporated by reference in this Information Release, as well as on the accounting 
records of ICBPI. ICBPI’s Financial Statements are presented in accordance with IFRS. ICBPI’s Interim Financial 
Statements are not necessarily indicative of results to be expected for the full year. 

In this Management’s Discussion and Analysis of Financial Condition and Results of Operations, we present 
certain operating segment information extracted from ICBPI’s Financial Statements. As permitted by IFRS 8, Operating 
Segments, such operating segment information is based on accounting policies that differ in important ways from the 
consolidated financial statements presented in accordance with IFRS. In particular, ICBPI’s Consolidated Financial 
Statements and the Unaudited Pro Forma Condensed Combined Income Statement 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 many of ICBPI’s and the Combined Group’s operations, including its POS business, ATM 
management, HelpLine, debit servicing, clearing, digital corporate banking, BPO services and certain other operations 
are not considered under IFRS to be financial income core to the operations of a bank, a significant amount of ICBPI’s 
and the Combined Group’s revenues and costs are classified in ICBPI’s Consolidated Financial Statements and the Pro 
Forma Combined Income Statements under other net operating expenses/income. In ICBPI’s historical operating 
segment information and in the Pro Forma Combined Operating Segment Information, we reassign the amounts to the 
line items operating revenue and operating costs to provide us with a clearer picture of ICBPI’s and the Combined 
Group’s operating results. Operating profits in ICBPI’s segment information in the Pro Forma Segment Information are 
the net of segment operating revenues and segment operating costs. Adding the line items depreciation, amortization and 
impairment losses on property, equipment, investment property and intangible assets, share of gain/losses of investees, 
non-recurring/extraordinary operating costs/income, income taxes and profit for the period attributable to 
non-controlling interests reconciles ICBPI’s total combined segment operating profit and the Pro Forma total combined 
segment operating profit to consolidated net profit for the period attributable to the owners of the parent in ICBPI’s 
Financial Statements and the Pro Forma Combined Income Statements, respectively. IFRS 8 requires companies to 
determine their operating segments using the management approach. Consequently, other companies may determine 
segment information differently than we do. Comparability of operating segment information to other companies was not 
an objective of IFRS 8. Consequently, our operating segment information may or may not be comparable to other 
companies. For further information, see Pro Forma Combined Segment Information in ”Unaudited Pro Forma 
Condensed Combined Financial Information” and “Unaudited LTM Pro Forma Financial Information.” 

Some of the statements contained below relate to future revenues, costs, capital expenditures, acquisitions and 
financial condition and include forward-looking statements. Because such statements involve inherent uncertainties, 
actual results may differ materially from the results expressed in or implied by such forward-looking statements. A 
discussion of such uncertainties can be found in “Forward-Looking Statements.” In addition, investing in the Notes 
involves risks. Such risks are discussed in “Risk Factors.” See also “Presentation of Financial and Other Information.” 

Finally, we have estimated certain information in this Information Release regarding market share and our 
position relative to our competitors based on our internal data and certain extrapolations. See “Industry, Ranking and 
Other Data.” 

Overview 

CartaSi: Card Issuing, Merchant Acquiring and POS Management 

Our CartaSi segment includes our CartaSi-branded card issuing, merchant acquiring and POS management 
business units, as well as debit servicing, ATM management, fraud prevention and our HelpLine business. For the nine 
months ended September 30, 2016, our CartaSi segment generated €345.0 million of operating revenue and 
€123.6 million of segment normalized EBITDA. 

Card Issuing 

CartaSi is the only card co-issuer with significant scale in Italy, with approximately 48% market share by value 
of card transactions, approximately 65% market share by value of credit card transactions and approximately 9% market 
share by value of debit and prepaid card transactions for the year ended December 31, 2015. Founded in 1985, CartaSi 
played a key role in the introduction of credit cards to the Italian market. CartaSi issues credit, charge and prepaid cards 
to consumers and handles the card payments they transact, typically together with partner banks which serve as CartaSi’s 
main distribution channels and share in the fee income generated by cardholders. In some cases, CartaSi issues credit, 
charge and prepaid cards to large corporate customers without the involvement of a partner bank. While most of the 
payment cards issued by CartaSi are credit or charge cards, we believe there are significant opportunities to expand our 



already strong presence in prepaid cards in Italy. In addition, CartaSi is preparing the launch of an international debit card 
product, constituting a significant area of potential additional growth. Our CartaSi card issuing business generated 
operating revenue of €154.1 million for the nine months ended September 30, 2016, and €210.7 million for the twelve 
months ended September 30, 2016. See “ICBPI’s Business—Services—Card Issuing.” 

Merchant Acquiring and POS Management 

CartaSi is also the leading provider of merchant acquiring services in Italy. We estimate that CartaSi’s merchant 
acquiring services had approximately 53% market share by value of card transactions in Italy for the twelve months 
ended September 30, 2016. In its merchant acquiring business, CartaSi handles card payments on behalf of its merchant 
customers. Typically, CartaSi pairs with partner banks in connection with the delivery of merchant acquiring services 
which act as CartaSi’s main distribution channels and share the fee income generated by merchants with CartaSi. Certain 
merchants are served directly by CartaSi, with the partner bank acting only in respect of referrals, which is referred to as 
direct acquiring, and which results in a significantly greater share of fees for CartaSi compared to the licensing or 
servicing models. For the nine months ended September 30, 2016, approximately 70% of our merchant acquiring 
operating revenue derived from the licensing model, while 9% derived from the direct acquiring model. Most of the 
merchants that utilize our merchant acquiring systems are SMEs. We believe SME merchants are high-value customers 
and are attractive due to their high rate of retention. In addition, smaller merchants are also more likely to require 
additional value-added services. 

CartaSi is also the leading POS manager in the Italian market, with an estimated market share of approximately 
29% by number of managed POS as of December 31, 2015. In its POS management business, CartaSi configures, 
activates, maintains and provides fraud, dispute and helpdesk services for POS. Offline POS are installed at most retail 
outlets (such as apparel stores, drug stores, grocery stores, electronics stores, restaurants and hotels). Any internet website 
or mobile application that enables online purchases features an online POS. CartaSi POS are typically distributed through 
partner banks and are generally bundled with other merchant acquiring services. POS terminal technology is still 
emerging and continues to diversify, which creates opportunities for CartaSi. We have a track record of innovation, 
leading the market with initiatives such as mobile POS, contactless enabled POS terminals and tablet and smartphone 
rendering. See “ICBPI’s Business—Services—Merchant Acquiring and POS.” 

Our CartaSi merchant acquiring business and POS management business generated operating revenue of 
€145.7 million for the nine months ended September 30, 2016, and €191.1 million for the twelve months ended 
September 30, 2016. See “ICBPI’s Business—Services—Merchant Acquiring and POS.” 

Other CartaSi Businesses 

In addition to card issuing, merchant acquiring and POS management, CartaSi generates revenue from three 
smaller business units: debit servicing, which includes administering Italian debit card transactions as a service for banks, 
ATM management, which sets up and maintains almost 9,400 ATMs, fraud prevention and our HelpLine business. See 
“ICBPI’s Business—Services—Merchant Acquiring and POS” and “—Other CartaSi Business Units.” 

Payments: Banking and Clearing Services and Digital Corporate Banking 

Managing approximately one billion transactions per year, our payments segment is one of the leading providers 
by number of transactions processed through domestic and SEPA interbank clearing services in Italy and a leading 
provider by number of transactions processed through the Corporate Banking Interbancario platform (the “CBI 
Gateway”). We believe that ICBPI is also a leader in the Italian e-banking market. In addition, ICBPI established an 
instant payments solution platform with Nets, a Danish payment services provider, which is expected to be launched 
during the course of 2017. This platform will serve the Italian Payment Service Providers (PSPs) and will be initially 
focused on mobile person-to-person (P2P) payments. See “ICBPI’s Business—Services—Payments Business.” 

For the nine months ended September 30, 2016, our payments segment generated €66.1 million of operating 
revenue and €17.8 million of segment normalized EBITDA. 

Securities Services: Fund Services, Global Custody and Investment Services 

We have a market-leading Securities Services Business. With a market share of approximately 31% by value of 
the market for depositary banks for pension funds as of December 31, 2015, this segment includes the #1 depositary bank 
for pension funds serving the Italian market. Our securities services segment is also the #3 service provider to funds 
incorporated in Italy and the only significant service provider incorporated in Italy in terms of assets in deposit. We have 
a diversified service offering across the securities services value chain, including investment services, settlement, 
custody, depositary bank and other fund administration services. The ICBPI securities services segment provides both 
off-the-shelf and highly customized solutions, subject to the needs of its customers, which include pension funds, mutual 



funds and other Italian banking and financial institutions. See “ICBPI’s Business—Services—Securities Services 
Business.” 

For the nine months ended September 30, 2016, our securities services segment generated €49.5 million of 
operating revenue and €10.0 million of segment normalized EBITDA. 

BPO Services: Compliance and ICT Security 

Our business process outsourcing services segment provides anti-money laundering and regulatory reporting 
services under the Oasi brand. In addition, this segment provides consulting services with respect to compliance and 
internal governance and ICT security. We employ the GIANOS software for the identification of suspicious activity, 
KYC procedures and the assessment of customer risk profiles, and believe that our market share in anti-money 
laundering services is approximately 99% among banks operating in Italy (and approximately 87% of market share when 
including branches of foreign banks operating in Italy) as of September 30, 2016. Our service offering encompasses both 
Italian and European anti-money laundering rules and regulations, and our recently-introduced compliance, internal audit 
and ICT security business units drive growth in our BPO Services Business. See “ICBPI’s 
Business—Services—Securities Services Business” and “—BPO Services Business.” 

For the nine months ended September 30, 2016, our BPO Services segment generated €20.8 million of operating 
revenue and €6.3 million of segment normalized EBITDA. 

Other Group Activities 

Our Other Group Activities segment provides several group management and treasury functions. It receives 
surplus liquidity generated in our Payments and Securities Services Businesses, which it utilizes to fund CartaSi’s 
customer receivables, to make investments (primarily in Italian government bonds) and to manage the Group’s overall 
liquidity. The Other Group Activities operating segment generates revenue from the interest charged to CartaSi for 
funding CartaSi’s receivables and the yield received on its investments; to the extent such revenue exceeds the transfer 
pricing rates payable to the Payments and Securities Services operating segments, it retains a positive net interest margin. 
See “—Liquidity and Capital Resources—Cash Flows—Liquidity, Funding and Intragroup Funding.” 

For the nine months ended September 30, 2016, our Other Group Activities segment generated €30.3 million of 
operating revenue and €10.9 million of segment normalized EBITDA. 

ICBPI’s Operating Segments 

The ICBPI Group divides its operations into five operating segments: CartaSi, Payments, Securities Services, 
BPO services and Other Group Activities. ICBPI’s CartaSi operating segment consists of the results of CartaSi S.p.A. 
and HelpLine S.p.A., both of which are subsidiaries of ICBPI. Activities of ICBPI’s Payments, Securities Services and 
Other Group Activities operating segments are undertaken directly by ICBPI. ICBPI’s BPO services operating segment 
consists of the results from Oasi Diagram—Outsourcing Applicativo e Servizi Innovativi S.p.A., which is a subsidiary of 
ICBPI. 

The ICBPI Group also holds minority interests in business partners that are of strategic relevance to our core 
businesses. Its minority interests include a 25% equity interest in Hi-Mtf S.I.M. S.p.A., a 24% equity interest in Unione 
Fiduciaria S.p.A. and a 5.8% equity interest in equensWorldline. The ICBPI Group uses the equity method to account for 
ownership of its minority interests. As such, it records the initial investment undertaken to acquire a minority interest at 
cost and adjusts the carrying value periodically to reflect the changes in value due to its share in the income or losses 
generated by such minority interest. Dividends received from its minority interests are allocated to its Other Group 
Activities operating segment, but eliminated as consolidation adjustment when computing combined segment normalized 
EBITDA. For a description of the businesses of the ICBPI Group’s minority interests, see “ICBPI’s Business—ICBPI’s 
Non-controlling Interests.” 

CartaSi 

ICBPI’s CartaSi operating segment comprises CartaSi S.p.A. and HelpLine and their integrated activities, 
including (i) all financial and operating services relating to card issuing, merchant acquiring, acceptance of payment 
cards and related management services and (ii) the management of payment card terminals (POS and ATMs). 

Payments 

ICBPI’s Payments operating segment is an operating division of ICBPI which carries out (i) banking payment 
services and related back-office services for banks, companies and government bodies, (ii) interbank payment systems 



for companies and government bodies and related management services and digital corporate banking and (iii) ICT and 
computer-based services relating to payment systems. 

 

ICBPI’s Securities Services operating segment is an operating division of ICBPI and includes our (i) securities 
custody and administration services, (ii) fund services and (iii) investment and investment-related services for qualified 
parties and professional customers. 

BPO Services 

ICBPI’s BPO Services Business comprises all activities performed by its Oasi subsidiary, which include (i) ICT 
systems for supervisory reporting and management systems, (ii) anti-money laundering, safety and internal control 
systems and (iii) development and provision of training courses. 

Other Group Activities 

ICBPI’s Other Group Activities operating segment relates to several group management and treasury functions, 
including (i) credit and financial activities (including intragroup funding) for ICBPI’s other operating segments, 
(ii) property management in respect of ICBPI’s own property, (iii) investment management in respect of ICBPI’s own 
equity investments, (iv) group management and coordination and (v) other activities of ICBPI’s consolidated companies. 

Key Factors Affecting Results of Operations and Financial Condition 

ICBPI’s results of operations are affected by several factors, some of which affect all of its operating segments 
and others which only affect certain operating segments. Within ICBPI’s CartaSi operating segment, both its card issuing 
and merchant acquiring businesses are primarily impacted by the aggregate value of card payments in Italy and the level 
of transaction-driven fees ICBPI can charge. ICBPI’s card issuing business also depends on the number of payment cards 
it manages and the amount of fees generated per payment card. ICBPI’s POS business, the results of which are reported 
in its CartaSi operating segment, mainly depends on the number of offline and online POS ICBPI manages and the fee 
income generated per POS. The results in ICBPI’s Payments operating segment are affected by the number of 
transactions it processes, the mix between clearing and banking settlement services it provides and the average fee or 
commission it charges per transaction, as well as the internal transfer pricing for surplus liquidity provided by the 
Payments operating segment to the Other Group Activities operating segment. ICBPI’s Securities Services operating 
segment is mainly impacted by the amount of assets in custody, the fees ICBPI charges for holding these assets in 
custody, the mix between custody and settlement, depositary banking and other services ICBPI provides to its customers 
and the internal transfer pricing for surplus liquidity provided by the Securities Services operating segment to the Other 
Group Activities operating segment. The primary factors affecting the results of ICBPI’s BPO Services Business include 
the number of clients and the percentage of each client’s business process outsourcing activities ICBPI handles. The 
results in ICBPI’s Other Group Activities operating segment are primarily affected by such operating segment’s share of 
the yield on invested liquidity provided by the Payments and Securities Services clients. Set out below is a more detailed 
overview of these key factors, each of which has historically affected ICBPI’s business and is expected to continue to 
impact its business in the future, and which are driven by demand for our cards and merchant acquiring services, as well 
as by competition. 

Factors Affecting ICBPI’s CartaSi Operating Segment 

Card Payment Volumes in Italy 

CartaSi generates operating revenue from fees. Some of these fees are based on the value and number of the 
transactions CartaSi executes in its capacity as card issuer and merchant acquirer, respectively. These transaction-driven 
fees include (i) percentage fees that are equal to a fraction of the value of each transaction CartaSi executes and (ii) flat 
fees that are charged per transaction and are independent of the size of the transaction. See “ICBPI’s 
Business—Services—Card Issuing” and “—Merchant Acquiring and POS.” 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 these transactions that ICBPI executes (market share) and the level of its fees. 

Italian card payment volume primarily depends 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 affected by the challenging economic conditions in Italy. We believe that an increase in 
GDP growth in Italy would likely lead to increased consumer spending, thereby also positively impacting Italian card 
payment volumes. Card penetration in Italy has historically been low and, at 16% for the year ended December 31, 2014, 
was less than half the EU average (excluding Italy) of 39% for the same period, according to Euromonitor International. 



We believe this under-penetration provides us with a significant opportunity as the market leader in Italy to grow in 
tandem with any potential increase in penetration of payment card and electronic payments usage to the extent Italy 
catches up to the EU norm. 

Italian card payment volumes are also affected by a number of other factors. These include a government and 
regulatory emphasis on electronic payments which has the effect of increasing tax receipts and limiting the scope of the 
shadow economy, since electronic payments are recorded, generate receipts and leave an electronic footprint. In addition, 
potential future growth in eCommerce and mobile wallets, which typically involve cashless payment, as well as a 
generational shift in preferred payment type (with younger generations more likely to use payment cards than older 
generations) are driving increased penetration of payment card use and card payment volumes in Italy. See 
“Summary—Competitive Strengths—Structurally Attractive Market Benefiting from Strong Long-Term Tailwinds.” 

ICBPI’s revenue is affected by movements in its market share and competition in these industries is intense. 
ICBPI primarily competes on the basis of technology, speed and performance, quality and reliability, brand, reputation 
and customer service. In addition, we believe that CartaSi’s market share depends on the ability to swiftly respond to 
changes in technology or consumer payment preferences. ICBPI’s card issuing, merchant acquiring and POS businesses 
are the market leaders in Italy, with market shares of approximately 48% by value of card transactions for the year ended 
December 31, 2015 (card issuing), approximately 53% market share by value of card transactions in Italy for the twelve 
months ended September 30, 2016 (merchant acquiring) and approximately 29% by number of managed POS as of 
December 31, 2015 (POS management). While most of the merchants using our merchant acquiring services are 
store-based, we also serve eCommerce merchants. As of and for the year ended December 31, 2015, we believe CartaSi 
had a market share of approximately 12% for merchant acquiring and POS services for eCommerce merchants. 

Number of Payment Cards, POS and ATMs 

CartaSi also generates fees based on the number of payment cards, POS and ATMs managed. We believe that 
CartaSi is the #1 card issuer in Italy also by number of managed cards, with approximately 28.0 million debit, charge, 
prepaid and credit cards managed as of September 30, 2016. With approximately 538,000 managed POS as of 
September 30, 2016, we believe that CartaSi additionally is the #1 POS manager by number of managed POS. The level 
of fees CartaSi generates for each managed payment card depends on the tier (classic, gold, platinum, black or 
commercial) and 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 upon each transaction as with other 
payment cards. In the case of POS terminals, CartaSi charges its customers a monthly POS management fee. POS 
management fees also depend on the scale of the merchant customer. CartaSi benefits from an attractive customer mix 
skewed toward SME merchants who we consider high-value customers. We believe CartaSi is well-positioned as the key 
partner of virtually all of Italy’s banks (who serve as a key distribution channel for its merchant acquiring and POS 
services) to access the highly-fragmented SME segment in Italy. CartaSi also managed over 9,300 ATMs as of 
September 30, 2016, and typically receives a fixed fee per managed ATM, such that fluctuations in the number of 
managed ATMs impact CartaSi’s operating revenue. 

Additionally, due to different fee levels between payment cards, CartaSi’s fee income from card issuing and 
merchant acquiring activities is driven by the mix of payment cards used in the Italian economy. Charge and credit cards 
are not only used more often than prepaid cards, but also attract higher fee income per card for CartaSi than debit and 
prepaid cards (in part due to the services CartaSi typically provides in respect of charge and credit cards). As of 
December 2015, for example, when the newly introduced cap on interchange fees in Europe became effective, 
interchange fees for Visa/MasterCard consumer debit and prepaid cards are capped at 0.2%, whereas interchange fees for 
consumer credit cards are capped at 0.3%. See “Regulation—Regulatory Regimes Applicable to CartaSi and 
ICBPI—Regulations Applicable to Payment Institutions—The Interchange Fees Regulation.” According to Euromonitor 
International, in 2014, debit card transactions accounted for approximately 52% of total card spending in Italy (including 
commercial cards), of which transactions made using PagoBancomat accounted for approximately 41%, credit and 
charge card transactions for approximately 35%, prepaid card transactions for approximately 11% and store card 
transactions for approximately 2%. 

Mix of Services Provided for Card Issuing and Merchant Acquiring 

Results in the CartaSi operating segment are affected by the types of services the ICBPI Group’s to partner 
banks. For the card issuing and merchant acquiring businesses, CartaSi provides services to partner banks under four 
different service models: traditional licensing, licensing associate, servicing and direct issuing/acquiring. See “ICBPI’s 
Business—Services—Card Issuing” and “—Merchant Acquiring and POS.” Because CartaSi undertakes more of the 
functions of card 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. For the twelve months 
ended September 30, 2016, for example, CartaSi’s card issuing business generated €187.0 million, or 27.3%, of the 
ICBPI Group’s total operating revenue under licensing contracts and €23.8 million, or 3.5%, of the ICBPI Group’s total 



operating revenue under servicing contracts. For the same period, the ICBPI Group’s merchant acquiring business 
generated €93.4 million, or 13.6%, of our total operating revenue under licensing contracts and €14.0 million, or 2.0%, of 
the ICBPI Group’s total operating revenue under servicing contracts. For this reason, the results of our CartaSi operating 
segment depend not only on the volumes of cards and transactions, but also on the proportion of our services in card 
issuing and merchant acquiring constituting higher margin licensing activities. 

Factors Affecting the ICBPI Group’s Payments Operating Segment 

Results in the ICBPI Group’s Payments operating segment are 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 ICBPI Group’s Payments operating 
segment, which is related to the overall level of financial activity in Italy. The results of the ICBPI Group’s banking and 
clearing services business unit depend on the number of payment, clearing and other transactions it processes and the 
average fee or commission charged per transaction. For the twelve months ended September 30, 2016, the ICBPI 
Group’s Payments operating segment undertook 538.9 million banking payment transactions and 833.9 million clearing 
transactions. The fees and commissions charged per transaction are affected by competition and the complexity of 
services offered. The results of the ICBPI Group’s digital corporate banking business unit are affected by the number of 
bank and corporate clients served, which we measure on the basis of the ICBPI Group’s key performance indicator 
“e-banking workstations.” As of September 30, 2016, the ICBPI Group managed over 258,000 e-banking workstations in 
connection with provision of digital corporate banking services. Additionally, the results of this business unit are driven 
by the average fee or commission charged for each workstation. 

The banking and clearing services business unit also generates surplus liquidity because, for example, customers 
authorizing payment and clearing transactions typically have to remit the funds necessary to execute the transaction a 
certain period before the ICBPI Group’s Payments Business settles the transaction and transmits these funds to the 
transferees. The banking and clearing services business unit provides such surplus liquidity (for a fee that is shared with 
its customer) to the ICBPI Group’s Other Group Activities operating segment and is allocated a fee from the Other Group 
Activities operating segment based on the ICBPI Group’s internal transfer pricing policy. The results of the ICBPI 
Group’s banking and clearing services business unit therefore also depend on the net interest income generated from time 
to time, which, in turn, depends on the amount of surplus liquidity generated from customers, checks and operational 
balances, the cost incurred to utilize this liquidity for investment purposes and the internal transfer pricing in place from 
time to time. For the twelve months ended September 30, 2016, the ICBPI Group’s Payment operating segment 
generated a daily average of €874.8 million in surplus liquidity. 

Factors Affecting the ICBPI Group’s Securities Services Operating Segment 

Results in the ICBPI Group’s Securities Services operating segment are primarily impacted by the amount of 
assets the ICBPI Group holds in custody, the types of assets in custody, the fees charged for holding these assets in 
custody, fees for other services ICBPI 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 
Securities Services operating segment to the Other Group Activities operating segment. Results in this operating segment 
are also impacted by fees generated by the investment services function of the ICBPI Group’s Securities Services 
operating segment, primarily based on the value of securities trades negotiated, which were €38.4 billion of trades for the 
twelve months ended September 30, 2016. The amount of assets in custody depends on the ICBPI Group’s ability to 
maintain existing customers, generate new customers and to generate additional business with existing customers. As of 
September 30, 2016, the ICBPI Group held total assets in custody of €58.1 billion in its depositary bank business for 
Italian pension funds, mutual funds, funds of funds, private equity and closed real estate funds and €120.7 billion in its 
global custody activities in which ICBPI provides banks and other financial institutions and funds with depository bank 
services. The ICBPI Group charges fees and commissions to customers on the basis of market rates based on the type of 
assets held and services and transactions undertaken by the ICBPI Group’s Securities Services operating segment. The 
net interest income generated from surplus liquidity in the Securities Services operating segment is affected by the 
amount of surplus liquidity 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. For the twelve months ended September 30, 2016, the ICBPI Group’s Securities Services operating segment 
generated a daily average surplus liquidity of €4,289.8 million. 

Factors Affecting the ICBPI Group’s BPO Services Operating Segment 

Results in the ICBPI Group’s BPO Services Business are driven by increasing regulation and regulatory 
complexity, as well as the attractiveness of the ICBPI Group’s service offering to customers and the competitiveness of 
the ICBPI Group’s pricing. 



Factors Affecting the ICBPI Group’s Other Group Activities Operating Segment 

The ICBPI Group’s Other Group Activities operating segment provides several group management and treasury 
functions. Most importantly, it provides credit and financial activities (including intragroup funding) for the other 
operating segments. It receives surplus liquidity generated in the ICBPI Group’s Payments and Securities Services 
Businesses, which it utilizes to fund CartaSi’s customer receivables, to make investments (primarily in Italian 
government bonds) and to manage the Group’s overall liquidity. CartaSi’s customer receivables arise from mismatches 
between the time a cardholder makes a purchase using its payment card and the time the outstanding balance on its 
account statement is settled, which usually occurs on a monthly basis. The Other Group Activities operating segment 
generates revenue from the interest charged to CartaSi for funding CartaSi’s receivables and the yield received on its 
investments; to the extent such revenue exceeds the transfer 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 ICBPI Group’s Other Group Activities operating segment’s operating 
revenue. 

When providing surplus liquidity to CartaSi, the Other Group Activities operating segment charges CartaSi an 
interest rate determined on the basis of market rates and CartaSi’s credit quality. CartaSi, in turn, uses the liquidity 
provided to fund its customers’ receivables. The CartaSi operating segment passes through to its customers and partner 
banks the funding costs it is charged by the ICBPI Group’s Other Group Activities operating segment. See “ICBPI’s 
Business—Funding, Settlement and Credit Risk” and “ICBPI’s Business—Services—Card Issuing—Licensing (Card 
Issuing).” 

The remaining surplus liquidity is used for the general liquidity management of the ICBPI Group and for 
investment purposes. The investments of the ICBPI Group’s Other Group Activities operating segment are recognized as 
available-for-sale financial assets. The vast majority of such investments are made in Italian government bonds, which 
have no impact on Risk Weighted Assets and thus do not impact the ICBPI Group’s banking capital adequacy 
requirements. As of September 30, 2016, Italian government bonds accounted for 92.3% of the ICBPI Group’s AFS 
Portfolio. We believe investing in Italian government bonds is also attractive from a liquidity perspective, since these 
bonds can typically be posted as collateral for borrowings in the interbank market (for instance, as credit enhancement 
when entering into repurchase agreements) and from the ECB and enjoy substantially the same valuation that is given to 
cash collateral. As of September 30, 2016 the fair value of the ICBPI Group’s portfolio of available-for-sale financial 
assets consisted of €2,551 million of investments, €2,372 million or 92.3% of which constituted investments in Italian 
government bonds. 

The results in the ICBPI Group’s Other Group Activities operating segment are therefore primarily affected by 
the amount, nature and internal transfer price for surplus liquidity provided by the Payments and Securities Services 
operating segments, as well as the amount of funding and the interest rates charged for that funding, provided to CartaSi 
and the size and average yield of the ICBPI Group’s investment portfolio of Italian government bonds. For the twelve 
months ended September 30, 2016, CartaSi’s average daily funding requirements consisted of €1,636.3 million for the 
card issuing business, €159.6 million for the merchant acquiring business and an additional €211.1 million for revolving 
funding for credit cards. The average daily funding provided to CartaSi by ICBPI through the Other Group Activities 
operating segment for the twelve months ended September 30, 2016, was €1,165.6 million (with the remainder provided 
by interbank funding), while the average daily surplus liquidity from the Payments and Securities Services operating 
segments for such period was €4,289.8 million and €874.8 million, respectively. The average yield on the Italian 
government bonds held in the ICBPI Group’s portfolio depends on macroeconomic factors and the supply of, and 
demand for, Italian sovereign debt at the time it purchases such government bonds, as well as the yields on the 
government bonds already held in the ICBPI Group’s portfolio. ICBPI primarily purchases Italian government bonds 
with maturities of three to four years. To illustrate these effects on average yield, bonds purchased in 2013, when yields 
on Italian government bonds were high compared to yields in the twelve months ended September 30, 2016, have 
matured and will continue to mature throughout 2016. To the extent the ICBPI Group reinvests in newly issued Italian 
government bonds with lower yields than the bonds purchased in 2013 which they are replacing, the results of the ICBPI 
Group’s Other Group Activities operating segment would (assuming the size of the portfolio and profile of the ICBPI 
Group’s other investments remains the same) reflect a reduction in net interest income compared to the preceding period 
in connection with the decrease in average yield on the portfolio. See “Risk Factors—Risks Related to Our Business—We 
are exposed to market and interest rate risk, as well as sovereign risk primarily due to our holding of Italian government 
bonds in our banking book” and “—Liquidity and Capital Resources—Cash Flows—Liquidity, Funding and Intragroup 
Funding.” 

The table below shows the sensitivity of the contribution to combined segment normalized EBITDA of the 
ICBPI Group’s AFS Portfolio for the twelve months ended September 30, 2016, as a function of (i) the average yield 
accruing on the ICBPI Group’s AFS Portfolio (92.3% of which consisted of Italian government bonds as of 
September 30, 2016) and (ii) the internal transfer rate applied for the financing of these kinds of assets. The actual 
contribution to combined segment normalized EBITDA by the ICBPI Group’s AFS Portfolio for the twelve months 



ended September 30, 2016 was €28.6 million, based on an average yield of 1.15%, an average internal transfer rate of 
(0.06)% and an average volume of the ICBPI Group’s portfolio of AFS financial assets of €2,576.0 million. 

 Twelve months ended September 30, 2016 
Combined Segment normalized EBITDA contribution 
(AFS Portfolio) 
Sensitivity analysis 

(in € millions, except for percentages) 
Internal transfer rate 

Average yield  (0.20)% (0.10)% 0.0% 0.10% 0.20% 0.30% 
 0.00% (5.2) (2.6) 0.0 2.6 5.2 7.9 
 0.25% 1.3 3.9 6.5 9.2 11.8 14.4 
 0.50% 7.9 10.5 13.1 15.7 18.3 21.0 
 0.75% 14.4 17.0 19.6 22.3 24.9 27.5 
 1.00% 21.0 23.6 26.2 28.8 31.4 34.0 
 1.25% 27.5 30.1 32.7 35.4 38.0 40.6 
 1.50% 34.0 36.7 39.3 41.9 44.5 47.1 

The table below shows what the pro forma contribution to interest income, interest expense and combined 
segment normalized EBITDA of the ICBPI Group’s Other Group Activities operating segment would have been, had the 
average volume of the ICBPI Group’s portfolio of AFS financial assets been the same for all periods presented as the 
actual volume for the twelve months ended September 30, 2016: 

 

Year 
ended 

December 31, 

Twelve 
months ended 
September 30, 

 2013 2014 2015 2016 
 (in € millions, except for percentages) 

Average volume (AFS Portfolio) .....................................................................................  2,344.4 2,515.9 2,447.9 2,576.0 
Average yield (AFS Portfolio) .........................................................................................  2.57% 2.28% 1.79% 1.15% 
Interest income(1) ............................................................................................................  61.0 58.1 44.4 30.2 
Equalization(*) ..................................................................................................................  6.0 1.4 2.3 — 
Equalized interest income(2)(*) ........................................................................................  67.0 59.5 46.7 30.2 
Average volume (AFS Portfolio) .....................................................................................  2,344.4 2,515.9 2,447.9 2,576.0 
Average internal transfer rate ...........................................................................................  (0.49)% (0.32)% (0.08)% (0.06)% 
Interest expense(3) ...........................................................................................................  (11.6) (8.2) (2.0) (1.6) 
Equalization(*) ..................................................................................................................  (1.2) (0.2) (0.1) — 
Equalized interest expense(4)(*) .......................................................................................  (12.8) (8.4) (2.1) (1.6) 
Combined segment normalized EBITDA contribution(5) ..................................................  49.4 49.9 42.4 28.6 
Equalization(*) ..................................................................................................................  4.9 1.2 2.2 — 
Equalized combined segment normalized EBITDA contribution(6)(*) .........................  54.2 51.1 44.6 28.6 

 
(*) Equalized measures are adjusted, assuming an average volume of the AFS Portfolio equal to the average volume (AFS Portfolio) for the 

twelve months ended September 30, 2016. See “Presentation of Financial and Other Information—Presentation of Financial 
Information—Non-GAAP Financial Information.” 

(1) Computed, for each period, as actual average volume (AFS Portfolio) × actual average yield (AFS Portfolio) × 365/360. 

(2) Computed, for each period, as average volume (AFS Portfolio) for the twelve months ended September 30, 2016 × actual average yield 
(AFS Portfolio) × 365/360. 

(3) Computed, for each period, as actual average volume (AFS Portfolio) × actual average internal transfer rate × 365/360. 

(4) Computed, for each period, as average volume (AFS Portfolio) for the twelve months ended September 30, 2016 × actual average internal 
transfer rate × 365/360. 

(5) Computed, for each period, as the sum of interest income and interest expense. 

(6) Computed, for each period, as the sum of equalized interest income and equalized interest expense. 

The table below shows what the pro forma contribution to interest income, interest expense and combined 
segment normalized EBITDA of the ICBPI Group’s Other Group Activities operating segment would have been, had the 
average yield on the ICBPI Group’s portfolio of AFS financial assets been the same for all periods presented as the actual 
yield for the twelve months ended September 30, 2016: 

 

Year 
ended 

December 31, 

Twelve 
months ended 
September 30, 

 2013 2014 2015 2016 
 (in € millions, except for percentages) 

Average volume (AFS Portfolio) .....................................................................................  2,344.4 2,515.9 2,447.9 2,576.0 
Average yield (AFS Portfolio) .........................................................................................  2.57% 2.28% 1.79% 1.15% 
Interest income(1) ............................................................................................................  61.0 58.1 44.4 30.2 



Equalization(*) ..................................................................................................................  (33.6) (28.7) (15.8) — 
Equalized interest income(2)(*) ........................................................................................  27.4 29.4 28.6 30.2 
Average volume (AFS Portfolio) .....................................................................................  2,344.4 2,515.9 2,447.9 2,576.0 
Average internal transfer rate ...........................................................................................  (0.49)% (0.32)% (0.08)% (0.06)% 
Interest expense(3) ...........................................................................................................  (11.6) (8.2) (2.0) (1.6) 
Equalization(*) ..................................................................................................................  10.2 6.6 0.5 — 
Equalized interest expense(4)(*) .......................................................................................  (1.4) (1.5) (1.5) (1.6) 
Combined segment normalized EBITDA contribution(5) ..................................................  49.4 49.9 42.4 28.6 
Equalization(*) ..................................................................................................................  (23.4) (22.0) (15.3) — 
Equalized combined segment normalized EBITDA contribution(6)(*) .........................  26.0 27.9 27.1 28.6 

 
(*) Equalized measures are adjusted, assuming an average yield (AFS Portfolio) equal to the average yield (AFS Portfolio) for the twelve 

months ended September 30, 2016. See “Presentation of Financial and Other Information—Presentation of Financial 
Information—Non-GAAP Financial Information.” 

(1) Computed, for each period, as actual average volume (AFS Portfolio) × actual average yield (AFS Portfolio) × 365/360. 

(2) Computed, for each period, as the actual average volume (AFS Portfolio) × average yield (AFS Portfolio) for the twelve months ended 
September 30, 2016 × 365/360. 

(3) Computed, for each period, as actual average volume (AFS Portfolio) × actual average internal transfer rate × 365/360. 

(4) Computed, for each period, as actual average volume (AFS Portfolio) × average internal transfer rate for the twelve months ended 
September 30, 2016 × 365/360. 

(5) Computed, for each period, as the sum of interest income and interest expense. 

(6) Computed, for each period, as the sum of equalized interest income and equalized interest expense. 

In addition to treasury services, the ICBPI Group’s Other Group Activities operating segment carries out 
(i) property management in respect of the ICBPI Group’s own property, (ii) investment management in respect of 
ICBPI’s equity investments (including CartaSi, HelpLine, Oasi and minority investments) (iii) group management and 
coordination and (iv) other activities of the ICBPI Group’s consolidated companies. Expenses relating to centralized 
services (including ICT, audit, marketing, human resources, 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 Group Activities operating segment. 

Factors Affecting All of the ICBPI Group’s Operating Segments 

Intragroup Funding 

The ICBPI Group’s 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 
CartaSi to fund CartaSi’s customer receivables and in part to manage the ICBPI Group’s overall liquidity and for 
investment purposes. The ICBPI Group’s funding requirements vary as a function of its business mix, with the licensing 
agreements of the CartaSi card issuing and merchant acquiring businesses generating higher funding requirements than 
the ICBPI Group’s servicing agreements do. This is due to the fact that in the servicing model, the banks that have 
entered into servicing agreements with us fund their customers’ receivables themselves. Since CartaSi typically receives 
payment from cardholder customers on the 15th day of each month, CartaSi’s funding requirements typically peak on the 
15th of each month and reach their lowest monthly level on the subsequent day after payment is received. On an annual 
basis, funding requirements typically peak during December and January of each year, as a result of purchases during the 
holiday season. See “—Liquidity and Capital Resources—Cash Flows—Liquidity, Funding and Intragroup Funding.” 

Key Balance Sheet Items Impacted By the ICBPI Group’s Liquidity Management 

The ICBPI Group uses surplus liquidity generated by its Securities Services and Payments operating segments 
to fund CartaSi’s cardholder receivables and to invest in available-for-sale financial assets (primarily Italian government 
bonds). The amount available to be used in these funding and long-term investing activities depends on the average 
surplus liquidity that is forecast to be available during a period. Because the amount available to be used is based on 
forecast surplus liquidity, rather than current surplus liquidity, short-term liquidity imbalances arise. The ICBPI Group 
manages these short-term liquidity imbalances through various instruments such as repurchase agreements, interbank 
deposits and current accounts with partner banks. The ICBPI Group’s short-term liquidity requirements change on a daily 
basis and these changes may be substantial. As a result, the balance sheet line items in which the various sources and uses 
of liquidity are recognized fluctuate substantially between the period-ends shown in ICBPI’s Financial Statements. These 
fluctuations are partly driven by short-term effects and partly driven by longer-term trends. In order to mitigate the 
distorting impact of short-term effects, we provide an overview of the sources and uses of funding in ICBPI and CartaSi 
using the daily average values of certain of these balance sheet items—see “—Liquidity and Capital Resources—Cash 



Flows—Liquidity, Funding and Intragroup Funding.” Below, we illustrate the main drivers of fluctuations in the key 
balance sheet items that are linked to the ICBPI Group’s liquidity management. 

The large majority of the surplus liquidity that is not invested in funding CartaSi customer receivables is 
invested in the ICBPI Group’s AFS Portfolio. As of September 30, 2016, the ICBPI Group’s AFS Portfolio was 
€2,551.1 million, with Italian government bonds accounting for 92.3% of the total portfolio value. Increases in the size of 
the ICBPI Group’s AFS Portfolio mostly occur as a result of additional surplus liquidity and, assuming a constant 
average yield accruing on such portfolio, result in higher interest income from the ICBPI Group’s AFS Portfolio. For 
instance, the ICBPI Group’s available-for-sale financial assets decreased by €58.0 million, or 2.2%, to €2,551.1 million 
as of September 30, 2016 from €2,609.1 million as of December 31, 2015. 

Short-term liquidity imbalances are partly managed through repurchase agreements, interbank deposits and 
central bank deposits. Assets resulting from short-term liquidity management are primarily recognized under the line 
items loans and receivables with banks or loans and receivables with customers; liabilities resulting from short-term 
liquidity management are primarily recognized under the line items liabilities due to banks or liabilities due to customers. 
As a result, the ICBPI Group’s short-term liquidity management results in fluctuations in these line items. 

For example, loans and receivables with banks increased by €1,064.7 million, or 128.6%, to €1,892.3 million as 
of September 30, 2016 from €827.7 million as of December 31, 2015. The increase was due to higher investments in the 
interbank market (mostly in term deposits and repurchase agreements) to manage our short-term liquidity, which was a 
result of the redeployment of higher surplus liquidity as of September 30, 2016. Conversely, liabilities due to banks 
decreased by €47.8 million, or 2.9%, to €1,584.0 million as of September 30, 2016 from €1,631.8 million as of 
December 31, 2015. 

In the ICBPI Group’s intragroup funding activities, we source surplus liquidity from the ICBPI Group’s 
Securities Services and Payments operating segments, whereas we use part of the ICBPI Group’s surplus liquidity to 
fund cardholder receivables in the ICBPI Group’s CartaSi operating segment. The deposits in the ICBPI Group’s 
Securities Services and Payments operating segments are recognized under the line item liabilities due to customers. 
Liabilities due to customers increased by €1,845.7 million, or 40.6%, to €6,392.9 million as of September 30, 2016 from 
€4,547.2 million as of December 31, 2015. 

Receivables due from cardholders are recognized under loans and receivables with customers and accounted for 
€1,884.0 million, or 57.8%, of this line item as of September 30, 2016. This line item decreased by €277.1 million, or 
7.8%, to €3,259.8 million as of September 30, 2016 from €3,536.9 million as of December 31, 2015. The increase is 
mainly due to higher receivables under repurchase agreements as a result of the ICBPI Group’s short-term liquidity 
management, as well as an increase in other financing mainly consisting of guarantee deposits for operations. The 
increase was partly offset by a decrease in receivables from cardholders. 

Regulation 

The ICBPI Group is a regulated Italian payments banking group that is subject to oversight by the Bank of Italy 
and the European Central Bank. As a result, we are required to comply with an extensive set of laws, rules and 
regulations. See “Regulation” and “Risk Factors—Risks Related to Our Business—Regulation in the areas of privacy, 
information security and data protection could increase our costs and affect or limit how we collect and/or use personal 
information and our business opportunities” and “—Changes in regulation may lead to a requirement that the Issuer be 
consolidated with the Regulated Group.” Changes in laws and regulations, or the manner in which they are interpreted or 
applied, impact the ICBPI Group’s results of operations and prospects. 

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

We believe growth in the ICBPI Group’s CartaSi operating segment has been driven by a changing regulatory 
environment that emphasizes non-cash-based payments. For example, with the Stability Act 2016, 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 legislation 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 
incentivizes the use of e-invoicing for certain sectors such as retailers, grocery stores, vending machines and the 
self-employed. The Italian government has also placed a cap of €3,000 on cash transactions. We have also benefited from 
banking regulatory policies, which we believe incentivize banks to outsource non-core businesses, such as card issuing, 
merchant acquiring and POS, to companies such as us, which benefit from greater economies of scale and allow the 
banks to focus on their core business. 



Regulatory activity also impacts the ICBPI Group’s businesses in other ways. For example, issuers of payment 
cards will generally be impacted by 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, we believe 
that the new regulation may have a positive effect for merchants, as their interchange fees will decrease. See 
“Industry—The New Interchange Fees Regulation in Europe” and “Regulation—Regulatory Regimes Applicable to 
CartaSi and ICBPI—Regulations Applicable to Payment Institutions—The Interchange Fees Regulation.” 

Capital Requirements 

The ICBPI Group is subject to regulatory capital requirements, which are designed to protect the ICBPI Group 
against credit risk, operational risk, market risk, systemic risk, pension risk, concentration risk, strategic risk, reputational 
risk, liquidity risk and legal risk. These regulatory capital requirements require the ICBPI Group to maintain certain 
minimum amounts of CET1 capital, Tier 1 Capital and Tier 2 Capital. Capital requirements limit the ICBPI Group’s 
financial leverage and thus affect the ICBPI Group’s profitability, but they also create barriers to the entrance of new 
competitors and limit the amount of leverage we use in the ICBPI Group’s businesses. See “—Financial Condition” 
below. 

Compliance with these capital requirements is monitored on the basis of capital ratios (including the CET1 
capital ratio, Tier 1 capital ratio and Total capital ratio) that track the amounts of the aforementioned capital components 
as a percentage of the ICBPI Group’s weighted exposure to each of the risks identified above. Since the ICBPI 
Acquisition, the ICBPI Group’s CET1 capital ratio is measured at the level of HoldCo. As of September 30, 2016, our 
CET1 capital ratio was 21.35%, well above the regulatory requirement. 

The Bank of Italy recently undertook a standard review of the ICBPI Group’s capital ratio requirements which is 
referred to as a supervisory review and evaluation process (“SREP”). Following that review, the ICBPI Group’s CET1 
capital ratio and Tier 1 capital ratio requirements decreased to 6.30% (from 7.00%) and 8.00% (from 8.50%) 
respectively. Our total capital ratio requirement decreased to 10.25% (from 11.5%). These requirements came into force 
at the beginning of 2017. In comparison to Intesa Sanpaolo and UniCredit, according to releases issued by these banks, 
For example, according to releases issued by these banks in December 2016, Intesa Sanpaolo’s post-SREP CET1 capital 
ratio requirement is 7.25% and its total capital ratio requirement is 9.5%, while UniCredit’s post-SREP CET1 capital 
ratio requirement is 8.75% and its total capital ratio requirement is 12.25%. 

Additional capital requirements may be imposed by the Bank of Italy from time to time by virtue of its 
supervisory power. In addition, in the business plan discussed with the Bank of Italy in connection with the ICBPI 
Acquisition, we presented guidance targeting a minimum consolidated CET1 capital ratio of 14% for distribution of 
dividends by ICBPI. See “Regulation—Regulatory Regimes Applicable to CartaSi and ICBPI—Capital Adequacy 
Requirements,” “Risk Factors—Risks Related to Our Business—Our business is subject to a variety of complex 
regulatory regimes, and changes 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” and ICBPI’s Financial Statements, in 
particular Section 2.2 of Part F of the notes to ICBPI’s Audited Financial Statements, incorporated by reference herein. 

Liquidity Requirements 

The ICBPI Group is also subject to regulatory liquidity requirements which require it to maintain a minimum 
liquidity coverage ratio (the “LCR”) of 60%, which will increase gradually to 100% by January 1, 2018, and a net stable 
funding ratio (“NSFR”) of 100%, starting from January 1, 2018. As of September 30, 2016, the ICBPI Group’s LCR was 
approximately 501% and we estimate that its NSFR is approximately 123%. 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, high-quality, liquid assets that can be used to offset the net cash outflows the 
bank might encounter under an acute short-term stress scenario. The NSFR measures the amount of longer-term, stable 
sources of funding employed by a bank relative to the liquidity profiles of the assets funded and the potential for 
contingent calls on liquidity arising from off-balance sheet commitments and obligations. The Liquidity Coverage Ratio 
applies since October 1, 2015, and will be gradually phased in, and the European Commission intends to develop the 
NSFR with the aim of introducing it from January 1, 2018. The constraints imposed by these liquidity requirements 
affect the ICBPI Group’s liquidity management and investment strategy. See “Regulation—Regulatory Regimes 
Applicable to CartaSi and ICBPI—Capital Adequacy Requirements.” 

Seasonality 

The results of the ICBPI Group’s businesses, and in particular its CartaSi operating segment, are impacted by 
seasonality, with CartaSi’s revenues typically greater in the second half of the year. The CartaSi operating segment 
experiences increased numbers of card transactions and increased transaction volumes during the summer months, as a 
result of spending on tourism, and during December, as a result of holiday shopping. These trends also impact the ICBPI 



Group’s funding requirements, as CartaSi’s requirements to fund payables typically peak during the summer and the 
winter holiday periods. 

The ICBPI Group entertains key relationships with the vast majority of banks operating in Italy, including 
BMPS, UBI Banca, Banco BPM S.p.A., Cariparma, Deutsche Bank, Banca Popolare dell’Emilia Romagna and Banca 
Carige. These partner banks act as distributors and referral partners for a significant number of the ICBPI Group’s 
services, including the offerings in its CartaSi and Payments operating segments. We believe the relationships with the 
ICBPI Group’s partner banks are mutually beneficial because they allow the partner banks to provide a comprehensive 
range of services to their customers, while outsourcing certain activities permits them to benefit from the ICBPI Group’s 
economies of scale. In turn, the ICBPI Group benefits from the typically extensive branch networks and customer 
relationships of these partner banks without incurring the associated infrastructure cost. As a result, the ICBPI Group’s 
business depends to a significant degree on the market share and marketing efforts of the ICBPI Group’s partner banks. 
To the extent that we gain or lose business with a partner bank, whether due to competition, insourcing or outsourcing or 
consolidation among partner banks, the number of transactions we undertake, and therefore the ICBPI Group’s operating 
revenue, can be impacted. For example, when ICBPI acquired CartaSi in 2009, Intesa Sanpaolo and UniCredit, it was 
aware that the two largest banks in Italy and former shareholders and partner banks of CartaSi, had decided to gradually 
insource their card issuing and merchant acquiring requirements, which resulted in lost business for CartaSi. See “Risk 
Factors—Risks Related to Our Business—We face the risk of our bank customers insourcing our card issuing, merchant 
acquiring, POS and other businesses,” “—Competition for each of our businesses is intense” and “—Consolidation in 
the Italian banking market could adversely affect our business and results 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.” 

Information and Communications Technology 

A significant part of the ICBPI Group’s business depends on information technology. For instance, it relies on 
information and communications technology (“ICT”) platforms for the authorization of payment transactions, as well as 
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 in the ICBPI Group’s industry and ICT costs accounted for €190.8 million, or 27.8%, of the ICBPI Group’s 
operating revenue in the twelve months ended September 30, 2016. Following the ICBPI Acquisition, we have started to 
gradually increase the extent to which we capitalize ICT expenditures. See “Summary—Summary Historical Financial 
and Other Information—Summary Combined Group Pro Forma Financial Information—Pro Forma Other Financial 
Information.” In addition, the decision to insource or outsource the development, provision and maintenance of these 
systems affects the ICBPI Group’s results of operations. Technological changes in the ICBPI Group’s industry could also 
require significant additional investment, which would affect its results of operations. See “ICBPI’s 
Business—Information and Communications Technology” and “Risk Factors—Risks Related to Our Business—Our 
operations are dependent on ICT and information systems, and any disruption of information systems, whether 
widespread or localized, could adversely impact our operations.” 

In the past, ICBPI has made a number of strategic acquisitions to complement the organic growth of its group, 
with a significant increase in its activity since 2002. These acquisitions include card issuing and merchant acquiring 
businesses from KeyClient, C-Card and Unicard, and the expansion of the ICBPI Group’s POS management business 
through the acquisition of Cim Italia. The growth of the ICBPI Group’s Payments Business and debit servicing business 
unit was accelerated by the acquisition of banking and clearing services businesses from Banca Popolare di Lodi. 
ICBPI’s Securities Services Business was formed through the acquisition of Centrosim, which engaged in investment 
services, and a portfolio of other depositary bank activities. These acquisitions have affected the ICBPI Group’s results of 
operations in several ways and thus have affected the comparability of the ICBPI Group’s results across different periods 
of time. First, the ICBPI Group’s financial results and key performance indicators for the period during which an 
acquisition takes place are affected by the inclusion of the results of the acquired business in the ICBPI Group’s 
consolidated results. For example, the acquisitions of Arca’s depositary bank activities in 2012 and ICCREA’s depositary 
bank activities, C-Card and Unicard in 2014 contributed 0.8% and 3.0% to the ICBPI Group’s operating revenue for the 
years ended December 31, 2012 and 2014, respectively. Second, the ICBPI Group’s results for subsequent periods have 
been impacted negatively by integration costs and positively by commercial (such as market positioning and 
relationships), operating (such as economies of scale, skill and know-how transfer and improved operating processes) and 
procurement synergies (mainly relating to ICT and other operating costs) in addition to the immediate impact of 
including the acquired business in the ICBPI Group’s consolidated results. See “Risk Factors—Risks Related to Our 
Business—Our selective acquisition strategy exposes us to risks, including the risk that we may not be able to 
successfully integrate acquired businesses and risks related to expanding into international markets.” However, because 
companies are only consolidated in the ICBPI Group’s accounts from the date of their acquisition, the full impact of the 
acquired companies’ results is only reflected in the subsequent financial year. Third, the nature of the businesses ICBPI 
acquired is such that it carries a significant amount of goodwill (€78 million as of September 30, 2016) and of finite life 
intangible assets (€172.6 million of customer contracts as of September 30, 2016) on its balance sheet. Under IFRS, we 
evaluate the recoverability and measure the potential impairment of goodwill annually or at interim closing dates if an 



impairment indicator, whether internal or external, is identified and may record charges in case of impairment. As of 
September 30, 2016, no impairment was recorded and no impairment indicator has been identified. 

Explanation of Key Line Items 

Financial Statements 

The following section provides a description of the ICBPI Group’s key IFRS financial statement line items. For 
a summary of critical accounting policies affecting the ICBPI Group’s key line items, see “—Critical Accounting 
Policies.” 

Net Interest Income 

Net interest income is the sum of interest income and similar income and interest expense and similar charges. 
This line item includes interest income and interest expense, similar income and similar charges relating to cash and cash 
equivalents, financial assets held for trading, financial assets available-for-sale, financial assets held to maturity, loans, 
and debts, debt securities issued, financial liabilities held for trading and any other interest accrued during the year (such 
as interest accrued on the ICBPI Group’s holdings of Italian government bonds in the ICBPI Group’s Other Group 
Activities operating segment). Additionally, this line item includes interest income and interest expense valued at 
amortized cost. 

Net Fee and Commission Income 

Net fee and commission income is the sum of commission income and commission expense. This line item 
includes the income and expenses relating to services performed and received on the basis of specific contractual 
agreements such as guarantees, collections and payments, management, brokerage and others. Commissions are 
recognized in profit or loss and ratably allocated to the periods during which such commissions were earned. This line 
item only reflects fees and commissions paid in connection with the ICBPI Group’s activities that are core activities for a 
bank, while the remainder of fees and commissions we receive are classified under other net operating expenses/income. 

Administrative Expenses 

Administrative expenses consists of the sum of payroll and related costs and other administrative expenses. 

Other Net Operating Expenses/Income 

Other net operating expenses/income primarily includes income and expenses not related to other income 
statement line items that are ratably allocated to the periods during which such expenses or income were incurred. The 
revenues and costs of certain activities not core to the operations of a bank (as specified under IFRS) are presented under 
this line item in the Financial Statements. Because many of the ICBPI Group’s operations, including its POS business, 
ATM management, HelpLine, debit servicing, clearing, digital corporate banking, BPO services and certain other 
operations are not considered under IFRS to be financial income core to the operations of a bank, a significant amount of 
the ICBPI Group’s revenues and costs are classified in the Financial Statements under this line item. 

Income Taxes from Current Operations 

Income taxes from current operations consists of the sum of current and deferred taxes on the profit for the year. 

Profit/(Loss) for the Year 

Profit (loss) for the year consists of the sum of income and expenses. 

Operating Segments 

The following section provides a description of the key line items in the ICBPI Group’s segment operating 
results. For a reconciliation of total combined operating segments line items to the ICBPI Group’s IFRS financial 
statement line items and an explanation of how we use this operating segment and why we think they are useful 
measures, see “—Results of Operations—Discussion of Results of Operations by Operating Segment.” 



Segment Operating Revenue 

Segment Operating revenue is the sum of net fee, commission and other business income, net interest income, 
Net trading/hedging income and dividends from equity investments and AFS. 

Segment Net Fee, Commission and Other Business Income 

Segment Operating revenue contributed by the CartaSi, Payments and Securities Services reporting segments is 
primarily shown under net fee, commission and other business income. 

Net fee, commission and other business income primarily includes the IFRS line item net fee and commission 
income presented in ICBPI’s Financial Statements, except that the revenues and costs generated by activities not core to a 
bank (as specified under IFRS) and included under the line item other net operating expenses/income in ICBPI’s 
Financial Statements are reassigned to this line item in ICBPI’s operating segment information. Specifically, net fee and 
commission income presented in ICBPI’s Financial Statements is subject to the following adjustments: (i) income 
classified as other net operating (expenses)/income in ICBPI’s Financial Statements which relates to the provision of 
services that are not banking or financial services but part of the relevant operating segment’s core business (see caption 
220 of ICBPI’s Financial Statements) is included under net fee, commission and other business income in the operating 
segment information; (ii) expenses classified as other net operating (expenses)/income in ICBPI’s Financial Statements 
which relate to royalties and/or selling costs (see caption 220 of ICBPI’s Financial Statements) are included under net 
fee, commission and other business income in the operating segment information; and (iii) income classified as fee and 
commission income in ICBPI’s Financial Statements which relates to items subject to IFRIC 13 (see caption 40 of 
ICBPI’s Financial Statements and as described below) is excluded from net fee, commission and other business income 
and instead presented under production costs. In ICBPI’s operating segment information , production costs are part of 
other administrative expenses and consist of costs related to the production of physical payment cards, PINs, marketing 
activities, POS maintenance, ATMs, service of checks and expedited postage costs. IFRIC 13 is an IFRS interpretation 
approved by the International Accounting Standards Board (IASB) and issued by the IFRS Interpretations Committee 
(previously the International Financial Reporting Interpretations Committee, IFRIC). IFRIC 13 establishes the 
accounting treatment to be applied by entities that grant awards under customer loyalty programs relating to the purchase 
of goods or services and requires that the consideration for the obligation arising from granting the award be separated 
from sales revenue and deferred up to when the obligation with the customers is settled. 

Segment Net Interest Income 

Net interest income primarily includes the IFRS line item net interest income presented in ICBPI’s Financial 
Statements, adjusted for gains and losses relating to interest rate hedging derivatives which are included under net 
interest income in ICBPI’s operating segment information even if they do not meet the IFRS requirements and must 
therefore be included under net trading income (expense) in ICBPI’s Financial Statements (see caption 80 of ICBPI’s 
Financial Statements). Net interest income of ICBPI is allocated to the relevant operating segment (Payments, Securities 
Services and Other Group Activities) pursuant to the following framework: To the source of the liquidity we allocate net 
interest income in an amount equal to the difference between (i) the accounting cost incurred by it for providing the 
liquidity and (ii) the accounting income attributed to this liquidity based on the ICBPI Group’s internal transfer pricing 
policy. To the use of the liquidity we allocate net interest income in an amount equal to the difference between (i) the 
accounting income generated through investing such liquidity and (ii) the accounting cost incurred for receiving such 
liquidity based on the ICBPI Group’s internal transfer pricing policy. 

Segment Net Trading/Hedging Income 

Net trading/hedging income primarily includes the IFRS line item net trading income presented in ICBPI’s 
Financial Statements, adjusted for dividends collected on equity instruments included in ICBPI’s trading portfolio. In 
ICBPI’s operating segment information such dividends are included under net trading/hedging income, even if they are 
shown under dividends and similar income in ICBPI’s Financial Statements (see caption 70 of ICBPI’s Financial 
Statements). This line item includes gains and losses from the sale and purchase of equity instruments or derivatives by 
the market making activities within the ICBPI Group’s Securities Services reporting segment and does not include 
income or expenses from the ICBPI Group’s portfolio of Italian government bonds. 

Segment Dividends from Equity Investments and AFS 

Dividends from equity investments and AFS primarily includes the IFRS line item dividend and similar income 
presented in ICBPI’s Financial Statements, without consolidation adjustments relating to dividends distributed by 
minority interests that are accounted for using the equity method, which are excluded from the line item dividend and 
similar income in ICBPI’s Financial Statements (see caption 70 of ICBPI’s Financial Statements), and are reversed under 
non-recurring/extraordinary operating costs/income in ICBPI’s operating segment information. 



Segment Operating Costs 

Operating costs represents the sum of administrative expenses, depreciation, amortization and impairment losses 
on property, equipment, investment property and intangible assets (included in operating profit), other net operating 
expenses/income and net accruals to provision for risk and charge. 

Segment Operating Costs (Net of Depreciation and Amortization) 

Operating costs (net of depreciation and amortization) represents operating costs net of depreciation and 
amortization charges included in the line item depreciation, amortization and impairment losses on property, equipment, 
investment property and intangible assets (included in operating profit). 

Segment Administrative Expenses 

Administrative expenses consists of the sum of payroll and related costs and other administrative expenses. 

Administrative Expenses: Payroll and Related Costs 

Payroll and related costs primarily includes the IFRS line item payroll and related costs presented in ICBPI’s 
Financial Statements, subject to the following adjustments: (i) fees paid to directors and statutory auditors which are 
classified as personnel expense in ICBPI’s Financial Statements (see caption 180a of ICBPI’s Financial Statements) are 
presented under administrative expenses: other administrative expenses in the segment information; and (ii) accruals 
relating to the remuneration of employees which are classified as net accruals to provisions for risks and charges in 
ICBPI’s Financial Statements (see caption 190 of ICBPI’s Financial Statements) are presented under payroll and related 
costs in the operating segment. 

Administrative Expenses: Other Administrative Expenses 

Other administrative expenses primarily includes the IFRS line item other administrative expenses presented in 
ICBPI’s Financial Statements, adjusted to include income related to the recovery of expenses, which is classified as other 
net operating (expense)/income in ICBPI’s Financial Statements (see caption 220 of ICBPI’s Financial Statements). In 
ICBPI’s operating segment information, this income is allocated directly to the expense it relates to, which is included in 
the same line item and therefore set off directly against the expense that was recovered. In ICBPI’s operating segment 
information other administrative expenses are then broken down into the line items production of offered services, ICT 
service costs and general expenses. 

Segment Depreciation, Amortization and Net Impairment Losses on Property, Equipment, Investment Property and 
Intangible Assets (Included in Operating Profit) 

Depreciation, amortization and net impairment losses on property, equipment, investment property and 
intangible assets (included in operating profit) includes the IFRS line items (i) depreciation and net impairment losses on 
property, equipment, investment property and (ii) amortization and net impairment losses on intangible assets net of 
amortization and net impairment losses on customer contracts (including intangible assets with finite life related to the 
acquisition of, for example, companies, branches and contracts) that are accounted for, in ICBPI’s operating segment 
information, as depreciation, amortization and net impairment losses on property, equipment, investment property and 
intangible assets (excluded from operating profit). 

Segment Other Net Operating (Expenses)/Income 

Other net operating expenses/income primarily includes the IFRS line item other net operating expenses/income 
presented in ICBPI’s Financial Statements, subject to the following two types of adjustments. The first adjustment 
reverses the adjustments to administrative expenses: other administrative expenses in relation to the inclusion of income 
related to the recovery of expenses, which is classified as other net operating (expense)/income in ICBPI’s Financial 
Statements (see caption 220 of ICBPI’s Financial Statements). Second, income and expenses relating to items that 
occurred in prior periods are aggregated and presented under other net operating expenses/income in ICBPI’s operating 
segment information, whereas in ICBPI’s Financial Statements such income and expenses are allocated to the line item 
that generated them. 

Net Accruals to Provision for Risk and Charge 

Net accruals to provision for risk and charge primarily includes the IFRS line items net accruals to provision for 
risk and charge and gain and losses relating to impairment losses/reversals of impairment losses on loans and receivables 
(see caption 130 of ICBPI’s Financial Statements) presented in ICBPI’s Financial Statements. 



Segment Operating Profit 

Operating profit is the sum of operating revenue and operating costs. 

Combined Segment Normalized EBITDA 

Combined segment normalized EBITDA is equal to combined segment operating profit, adding back combined 
depreciation, amortization and impairment losses on property, equipment, investment property and intangible assets 
(included in segment operating profit). 

Segment Depreciation, Amortization and Net Impairment Losses on Property, Equipment, Investment Property and 
Intangible Assets 

Depreciation, amortization and net impairment losses on property, equipment, investment property and 
intangible assets includes the IFRS line items (i) Depreciation and net impairment losses on property, equipment, 
investment property and (ii) Amortization and net impairment losses on intangible assets. 

Segment Non-recurring/Extraordinary Operating Income and Costs 

Operating income and costs in ICBPI’s operating segments includes income and expenses that are related to 
extraordinary and/or non-recurring events, even if they are included under a different line item in ICBPI’s Financial 
Statements. These items include (i) gains and losses relating to impairment losses/reversals of impairment losses on the 
equity portion of ICBPI’s available-for-sale and held-to-maturity financial assets, which are recognized as net 
impairment losses in ICBPI’s Financial Statements (see captions 130b and 130c of ICBPI’s Financial Statements) and 
(ii) net profit on sale or repurchase of the equity portion of the ICBPI Group’s available-for-sale and held-to-maturity 
financial assets (see Caption 100 of ICBPI’s Financial Statements). 

Other Line Items 

The other key line items in ICBPI’s operating segment information, including share of losses of investees, 
income taxes, profit for the period attributable to non-controlling interests and profit for the period attributable to the 
owners of the parent, are identical to the like-titled line items in ICBPI’s Financial Statements. 

 

Consolidated Financial Statements 

The following table provides an overview of our consolidated results of operations for the years ended 
December 31, 2013, 2014 and 2015, as well as for the nine months ended September 30, 2015 and 2016 as reported 
pursuant to IFRS. 

 Year ended December 31, 
Nine months ended 

September 30, 
 2013 2014 2015 2015 2016 
 (in € millions) 

Interest and similar income ............................................  102.9 93.3 74.5 58.2 49.1 
Interest and similar charges ...........................................  (25.8) (24.4) (23.3) (15.8) (20.1) 

Net interest income ..........................................................  77.1 68.8 51.2 42.3 29.1 
Fee and commission income ..........................................  1,017.7 1,033.7 1,054.1 784.1 726.7 
Fee and commission expense .........................................  (678.0) (673.3) (669.7) (505.3) (422.1) 

Net fee and commission income ........................................  339.7 360.4 384.4 278.9 304.6 
Dividends and similar income ...........................................  1.0 0.3 0.2 — — 
Net trading income ............................................................  4.1 5.0 4.7 4.2 2.2 
Net profit on sale or repurchase .........................................  3.7 3.5 — — 260.3 
Total income .....................................................................  425.7 438.1 440.7 325.4 596.1 

Net impairment losses ....................................................  (7.2) (6.0) (7.3) (2.8) (1.9) 
Net financial income ........................................................  418.4 432.1 433.4 322.7 594.2 

Administrative expenses: ...........................................  (503.6) (524.3) (531.6) (380.5) (394.1) 
a) payroll and related costs ...................................  (132.5) (140.1) (139.4) (103.8) (110.3) 
b) other administrative expenses............................  (371.1) (384.2) (392.2) (276.7) (283.7) 

Net accruals to provisions for risks and charges ........  (2.1) (1.4) (0.0) (1.5) (3.2) 
Depreciation and net impairment losses on property .  (20.1) (20.1) (21.7) (16.0) (17.4) 



Amortization and net impairment losses on 
intangible assets .....................................................  (12.9) (16.5) (21.1) (15.5) (17.4) 

Other net operating expenses/income ........................  283.1 288.7 282.7 208.0 191.1 
Operating costs ..............................................................  (255.6) (273.6) (291.7) (205.4) (240.9) 
Share of (losses)/profits of investees .............................  (11.4) (1.2) (0.0) 1.2 22.3 

Pre-tax profit ....................................................................  151.4 157.4 141.6 118.4 375.5 
Income taxes ..................................................................  (75.3) (57.8) (46.4) (38.5) (56.1) 

Profit for the period .........................................................  76.1 99.6 95.2 79.9 319.4 
Profit for the period attributable to non-controlling 

interests ......................................................................  (2.9) (3.3) (4.7) (3.2) (7.5) 
Profit for the period attributable to the owners of the 

parent ............................................................................  73.2 96.4 90.5 76.7 311.9 

Discussion and Analysis of the ICBPI Group’s Results of Operations 

Comparison of the Nine Months Ended September 30, 2016 to the Nine Months Ended September 30, 2015 

Net Interest Income 

The following table provides an overview of the ICBPI Group’s net interest income by line item for the nine 
months ended September 30, 2015 and 2016, as reported pursuant to IFRS. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Net interest income .........................................................................................................................  42.3 29.1 

Net interest income decreased by €13.2 million, or 31.2%, from €42.3 million in the nine months ended 
September 30, 2015, to €29.1 million in the nine months ended September 30, 2016. This decrease was primarily the 
result of a decrease in interest and similar income and an increase in interest and similar charges. 

Net Fee and Commission Income 

The following table provides an overview of the ICBPI Group’s net fee and commission income by line item for 
the nine months ended September 30, 2015 and 2016, as reported pursuant to IFRS. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Net fee and commission income .....................................................................................................  278.9 304.6 

Net fee and commission income increased by €25.7 million, or 9.2%, from €278.9 million in the nine months 
ended September 30, 2015, to €304.6 million in the nine months ended September 30, 2016. This increase was primarily 
the result of a decrease in fee and commission income partly offset by a decrease in fee and commission expense. 

Administrative Expenses 

The following table provides an overview of the ICBPI Group’s administrative expenses by line item for the 
nine months ended September 30, 2015 and 2016, as reported pursuant to IFRS. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Administrative expenses .................................................................................................................  (380.5) (394.1) 

Administrative expenses increased by €13.6 million, or 3.6%, from €380.5 million in the nine months ended 
September 30, 2015, to €394.1 million in the nine months ended September 30, 2016. This increase was the result of an 
increase both in other administrative expenses and payroll and related costs. 



Depreciation and Net Impairment Losses on Property 

The following table provides an overview of the ICBPI Group’s depreciation and net impairment losses on 
property for the nine months ended September 30, 2015 and 2016, as reported pursuant to IFRS. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Depreciation and net impairment losses on property ......................................................................  (16.0) (17.4) 

Depreciation and net impairment losses on property increased by €1.4 million, or 8.7%, from €16.0 million in 
the nine months ended September 30, 2015, to €17.4 million in the nine months ended September 30, 2016. 

Amortization and Net Impairment Losses on Intangible Assets 

The following table provides an overview of the ICBPI Group’s amortization and net impairment losses on 
intangible assets for the nine months ended September 30, 2015 and 2016, as reported pursuant to IFRS. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Amortization and net impairment losses on intangible assets .........................................................  (15.5) (17.4) 

Amortization and net impairment losses on intangible assets increased by €1.9 million, or 12.3%, from 
€15.5 million in the nine months ended September 30, 2015, to €17.4 million in the nine months ended September 30, 
2016. 

Other Net Operating Expenses/Income 

The following table provides an overview of the ICBPI Group’s other net operating expenses/income for the 
nine months ended September 30, 2015 and 2016, as reported pursuant to IFRS. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Other net operating expenses/income .............................................................................................  208.0 191.1 

Other net operating expenses/income decreased by €16.9 million, or 8.1%, from €208.0 million in the nine 
months ended September 30, 2015, to €191.1 million in the nine months ended September 30, 2016. 

Operating Costs 

The following table provides an overview of the ICBPI Group’s operating costs for the nine months ended 
September 30, 2015 and 2016, as reported pursuant to IFRS. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Operating costs ...............................................................................................................................  (205.4) (240.9) 

Operating costs increased by €35.5 million, or 17.3%, from €205.4 million in the nine months ended 
September 30, 2015, to €240.9 million in the nine months ended September 30, 2016. 

Income Taxes 

The following table provides an overview of our income taxes for the nine months ended September 30, 2015 
and 2016, as reported pursuant to IFRS. 



 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Income taxes ...................................................................................................................................  (38.5) (56.1) 

Income taxes increased by €17.6 million, or 45.7%, from €38.5 million in the nine months ended September 30, 
2015, to €56.1 million in the nine months ended September 30, 2016 primarily as a result of the €19.1 million in income 
taxes paid on the proceeds of the Visa Europe sale indirectly received from CartaSi. For the nine months ended 
September 30, 2016, the effective tax rate was 14.9%, compared to 32.5% for the nine months ended September 30, 
2015, which was due to the significantly higher share of dividends in our taxable profit (due to the VISA proceeds 
indirectly received from CartaSi). 

Profit for the Period Attributable to Owners of the Parent 

The following table provides an overview of the ICBPI Group’s profit for the period attributable to the owners 
of the parent for the nine months ended September 30, 2015 and 2016, as reported pursuant to IFRS. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Profit for the period attributable to the owners of the parent ..........................................................  (3.2) (7.5) 

Profit for the period attributable to the owners of the parent increased by €4.3 million, or 134.4%, from 
€7.5 million in the nine months ended September 30, 2015, to €3.2 million in the nine months ended September 30, 2016. 
This increase was primarily due to VISA proceeds paid by VISA Inc. in connection with its acquisition of VISA Europe, 
which accounted for income of €219.7 million and an extraordinary dividend received from equensWorldline in 
connection with the closing of the Equens-Worldline merger, which accounted for income of €21.5 million. 

The following further discusses the operating performance of the ICBPI Group based on the combined operating 
segments. 

Group Combined Total Segment Operating Revenue 

The following table provides a breakdown of the ICBPI Group’s operating revenue by line item for the nine 
months ended September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Net fee, commission and other business income ............................................................................  453.8 477.0 
Net interest income .........................................................................................................................  43.8 28.2 
Net trading/hedging income ............................................................................................................  4.2 2.2 
Dividends from equity investments and AFS .................................................................................  0.3 0.4 
Operating revenue ........................................................................................................................  502.1 507.8 

Operating revenue increased by €5.7 million, or 1.1%, from € 502.1 million in the nine months ended 
September 30, 2015, to € 507.8 million in the nine months ended September 30, 2016. The increase was mainly driven by 
an increase of €23.2 million, or 5.1%, in net fee, commission and other business income from €453.8 million in the nine 
months ended September 30, 2015 to €477.0 million in the nine months ended September 30, 2016, partly offset by a 
decrease of €15.6 million, or 35.6%, in net interest income, from €43.8 million in the nine months ended September 30, 
2015 to €28.2 million in the nine months ended September 30, 2016. The increase in net fee, commission and other 
business income resulted from improved performance across the CartaSi, Payments and BPO Services Business as a 
result of increases in managed cards, value of card transactions and managed transactions, as well as an increase in the 
number of banking payment transactions, clearing transactions and digital corporate banking services provided, partly 
offset by lower net fee, commission and other business income generated by the Securities Services operating segment, 
which resulted from a reduction in the amount of assets in custody and value of brokerage negotiation. The decrease in 
net interest income related to a decrease in interbank and Italian government bond interest rates. The average interbank 
interest rates for one-month deposits decreased from negative 4 basis points in the nine months ended September 30, 
2015 to negative 33 basis points in the nine months ended September 30, 2016, and the average yield on Italian 



government bonds with a maturity of three years decreased from 39 basis points in the nine months ended September 30, 
2015, to 3 basis points in the nine months ended September 30, 2016. 

Group Combined Total Segment Operating Costs (Net of Depreciation and Amortization Included in Operating Profit) 

The following table provides a breakdown of the ICBPI Group’s operating costs by line item for the nine 
months ended September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Administrative expenses: ................................................................................................................  (341.0) (333.3) 
a) payroll and related costs ........................................................................................................  (101.7) (101.9) 
b) other administrative expenses ................................................................................................  (239.3) (231.4) 

Other net operating expenses/income .............................................................................................  2.0 3.0 
Net accruals to provision for risk and charge .................................................................................  (10.8) (8.8) 
Operating costs (net of depreciation and amortization included in operating profit) ............  (349.8) (339.1) 

Administrative expenses decreased by €7.7 million, or 2.2%, from €341.0 million in the nine months ended 
September 30, 2015, to €333.3 million in the nine months ended September 30, 2016. Payroll and related costs increased 
by €0.2 million, or 0.2%, from €101.7 million in the nine months ended September 30, 2015, to €101.9 million in the 
nine months ended September 30, 2016. Other administrative expenses decreased by €7.9 million, or 3.3%, from 
€239.3 million in the nine months ended September 30, 2015 to €231.4 million in the nine months ended September 30, 
2016. Other net operating income increased by €1.0 million, or 50.0%, from €2.0 million in the nine months ended 
September 30, 2015, to €3.0 million in the nine months ended September 30, 2016. Net accruals to provision for risk and 
change decreased by € 2.0 million, or 18.7%, from €10.8 million in the nine months ended September 30, 2015, to 
€8.8 million in the nine months ended September 30, 2016. 

Combined Segment Normalized EBITDA 

The following table provides a breakdown of the ICBPI Group’s combined segment normalized EBITDA for 
the nine months ended September 30, 2015 and 2016. We calculate combined segment normalized EBITDA as total 
combined segment operating revenue, less total combined segment operating costs excluding total combined segment 
depreciation, amortization and impairment losses on property, equipment, investment property and intangible assets 
(included in operating profit). 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Total combined segment operating revenue ...................................................................................  502.1 507.8 
Total combined segment operating costs ........................................................................................  (349.7) (339.2) 
Total combined segment depreciation, amortization and impairment losses on property, 

equipment, investment property and intangible assets (included in operating profit).................  (23.5) (26.9) 
Combined segment normalized EBITDA ...................................................................................  152.4 168.6 

Combined segment normalized EBITDA increased by €16.2 million, or 10.7%, from €152.4 million in the nine 
months ended September 30, 2015, to €168.6 million in the nine months ended September 30, 2016. This increase was 
primarily the result of an increase in the contribution to combined segment normalized EBITDA from the business 
operating segments CartaSi, Payments and BPO services, partly offset by decreases in combined segment normalized 
EBITDA generated by the Securities Services and Other ICBPI Group Activities operating segment. 

Group Combined Total Operating Segment Non-Recurring/Extraordinary Items 

The following table provides an overview of our non-recurring / extraordinary items for the nine months ended 
September 30, 2015 and 2016, as reported in our operating segment information. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Non-recurring/Extraordinary Items ................................................................................................  (3.7) 219.4 



Non-recurring items increased by €223.1 million, from a net expense of €3.7 million in the nine months ended 
September 30, 2015, to a net income of €219.4 million in the nine months ended September 30, 2016. Non-recurring 
expenses and extraordinary items in the nine months ended September 30, 2015 mainly consisted of a charge of 
€3.0 million for one-off project costs for the transformation program initiated by the Sponsors and a charge of 
€0.6 million related to consensual termination of staff. Non-recurring expenses and extraordinary items in the nine 
months ended September 30, 2016 mainly consisted of income of €244.1 million related to VISA proceeds, to which a 
charge of €18.3 million was added for one-off project costs for the transformation program initiated by the Sponsors, a 
charge of €6.9 million related to our new management team, income of €3.2 million on account of one-off revenue of 
CartaSi in connection with the transfer of POS to a former customer and credit collection, a charge of €1.7 million in 
connection with the pass-through of recovered taxes in connection with a merger to the merged entity’s previous 
shareholders and a charge of €0.8 million for asset depreciation. 

Comparison of the Year Ended December 31, 2015 to the Year Ended December 31, 2014 

Net Interest Income 

The following table provides an overview of the ICBPI Group’s net interest income by line item for the years 
ended December 31, 2014 and 2015, as reported pursuant to IFRS. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Net interest income .........................................................................................................................  68.8 51.2 

Net interest income decreased by €17.6 million, or 25.6%, from €68.8 million in the year ended December 31, 
2014, to €51.2 million in the year ended December 31, 2015. This decrease was primarily the result of a decrease in 
interest and similar income partly offset by a decrease in interest and similar charges. 

Net Fee and Commission Income 

The following table provides an overview of the ICBPI Group’s net fee and commission income by line item for 
the years ended December 31, 2014 and 2015, as reported pursuant to IFRS. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Net fee and commission income .....................................................................................................  360.4 384.4 

Net fee and commission income increased by €24.0 million, or 6.7%, from €360.4 million in the year ended 
December 31, 2014, to €384.4 million in the year ended December 31, 2015. This increase was primarily the result of an 
increase in fee and commission income and a decrease in fee and commission expense. 

Administrative Expenses 

The following table provides an overview of the ICBPI Group’s administrative expenses by line item for the 
years ended December 31, 2014 and 2015, as reported pursuant to IFRS. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Administrative expenses .................................................................................................................  (524.3) (531.6) 

Administrative expenses increased by €7.3 million, or 1.4%, from €524.3 million in the year ended 
December 31, 2014, to €531.6 million in the year ended December 31, 2015. This increase was the result of an increase 
in other administrative expenses partly offset by a decrease in payroll and related costs. 

Depreciation and Net Impairment Losses on Property 

The following table provides an overview of the ICBPI Group’s depreciation and net impairment losses on 
property for the years ended December 31, 2014 and 2015, as reported pursuant to IFRS. 

 Year ended December 31, 



 2014 2015 
 (in € millions) 

Depreciation and net impairment losses on property ......................................................................  (20.1) (21.7) 

Depreciation and net impairment losses on property increased by €1.6 million, or 8.0%, from €20.1 million in 
the year ended December 31, 2014, to €21.7 million in the year ended December 31, 2015. 

Amortization and Net Impairment Losses on Intangible Assets 

The following table provides an overview of the ICBPI Group’s amortization and net impairment losses on 
intangible assets for the years ended December 31, 2014 and 2015, as reported pursuant to IFRS. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Amortization and net impairment losses on intangible assets .........................................................  (16.5) (21.1) 

Amortization and net impairment losses on intangible assets increased by €4.6 million, or 27.9%, from 
€16.5 million in the year ended December 31, 2014, to €21.1 million in the year ended December 31, 2015. 

Other Net Operating Expenses/Income 

The following table provides an overview of the ICBPI Group’s other net operating expenses/income for the 
years ended December 31, 2014 and 2015, as reported pursuant to IFRS. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Other net operating expenses/income .............................................................................................  288.7 282.7 

Other net operating expenses/income decreased by €6.0 million, or 2.0%, from €288.7 million in the year ended 
December 31, 2014, to €282.7 million in the year ended December 31, 2015. 

Operating Costs 

The following table provides an overview of the ICBPI Group’s other net operating costs for the years ended 
December 31, 2014 and 2015, as reported pursuant to IFRS. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Operating Costs ..............................................................................................................................  (273.6) (291.7) 

Operating costs increased by €18.1 million, or 6.6%, from €273.6 million in the year ended December 31, 2014, 
to €291.7 million in the year ended December 31, 2015. 

Income Taxes 

The following table provides an overview of the ICBPI Group’s income taxes for the years ended December 31, 
2014 and 2015, as reported pursuant to IFRS. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Income taxes ...................................................................................................................................  (57.8) (46.4) 

Income taxes decreased by €11.4 million, or 19.7%, from €57.8 million in the year ended December 31, 2014, to 
€46.4 million in the year ended December 31, 2015. This decrease is primarily due to: (i) the impact of a new tax law 
(Legge 23/12/2014 n.190) that became effective as of the fiscal year 2015 and allows for the tax deductibility of 
personnel expenses for purposes of a regional tax on productive activities (IRAP), accounting for a decrease in income 
taxes of €4.4 million and (ii) higher deductions on account of undistributed profits, resulting in a decrease in income 



taxes of €1.3 million. For the year ended December 31, 2015, our effective tax rate was 32.8%, compared to 36.7% for 
the year ended December 31, 2014. 

Profit for the Period Attributable to the Owners of the Parent 

The following table provides an overview of the ICBPI Group’s profit for the period attributable to the owner of 
ICBPI for the years ended December 31, 2014 and 2015, in each case, as reported pursuant to IFRS. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Profit for the period attributable to the owner of ICBPI .................................................................  96.4 90.5 

Profit for the period attributable to the owner of ICBPI decreased by €5.9 million, or 6.1%, from €96.4 million 
in the year ended December 31, 2014, to €90.5 million in the year ended December 31, 2015. This decrease was 
primarily driven by growth in charges for depreciation, amortization and net impairment losses on property, equipment, 
investment property and intangible assets and for non-recurring/extraordinary items (described above under “—Segment 
Depreciation, Amortization and Net Impairment Losses on Property, Equipment, Investment Property and Intangible 
Assets (Included in Operating Profit)” and “—Segment Non-recurring/Extraordinary Operating Income and Costs”), 
partly offset by a higher combined segment normalized EBITDA as a result of improved trading and acquisitions in all 
operating segments, except for our Other Group Activities operating segment, the results for which reflected a reduction 
of average yields in our securities portfolio. 

The following further discusses the operating performance of the ICBPI Group based on the combined operating 
segments. 

Group Combined Total Segment Operating Revenue 

The following table provides a breakdown of the ICBPI Group’s operating revenue by line item for the years 
ended December 31, 2014 and 2015. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Net fee, commission and other business income ............................................................................  595.0 619.7 
Net interest income .........................................................................................................................  69.9 55.1 
Net trading/hedging income ............................................................................................................  5.0 4.7 
Dividends from equity investments and AFS .................................................................................  0.4 0.5 
Operating revenue ........................................................................................................................  670.4 679.9 

Operating revenue increased by €9.6 million, or 1.4%, from €670.4 million in the year ended December 31, 
2014, to €679.9 million in the year ended December 31, 2015. This increase was mainly due to an increase in net fee, 
commission and other business income, partly offset by decreased net interest income. The increase in net fee, 
commission and other business income was primary the result of improved performance across the ICBPI Group’s 
CartaSi, Payments and Securities Services operating segments as a result of increases in managed cards, value of card 
transactions and managed transactions, as well as the value of assets under custody, banking payment transactions and 
digital corporate banking services provided. The decrease in net interest income was related to a decrease in interbank 
and Italian government bond interest rates. The average interbank interest rates for one-month deposits decreased from 
13 basis points in the year ended December 31, 2014 to negative 7 basis points in the year ended December 31, 2015, and 
the average yield on Italian government bonds with a maturity of three years decreased from 95 basis points in the year 
ended December 31, 2014, to 33 basis points in the year ended December 31, 2015. 

Group Combined Total Segment Operating Costs (Net of Depreciation and Amortization Included in Operating Profit) 

The following table provides a breakdown of the ICBPI Group’s operating costs by line item for the years ended 
December 31, 2014 and 2015. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Administrative expenses: ................................................................................................................  (464.9) (472.5) 
a) payroll and related costs ........................................................................................................  (134.3) (136.2) 



b) other administrative expenses ................................................................................................  (330.6) (336.3) 
Other net operating expenses/income .............................................................................................  5.3 6.2 
Net accruals to provision for risk and charge .................................................................................  (15.3) (13.4) 
Operating costs (net of depreciation and amortization included in operating profit) ............  (474.9) (479.7) 

Administrative expenses increased by €7.6 million, or 1.6%, from €464.9 million in the year ended 
December 31, 2014, to €472.5 million in the year ended December 31, 2015. Payroll and related costs increased by 
€1.8 million, or 1.4%, from €134.3 million in the year ended December 31, 2014, to €136.2 million in the year ended 
December 31, 2015. Other administrative expenses increased by €5.7 million, or 1.7%, from €330.6 million in the year 
ended December 31, 2014 to €336.3 million in the year ended December 31, 2015. Other net operating income increased 
by €0.9 million, or 17%, from €5.3 million in the year ended December 31, 2014, to €6.2 million in the year ended 
December 31, 2015. Net accruals to provision for risk and change decreased by €1.9 million, or 12.7%, from 
€15.3 million in the year ended December 31, 2014, to €13.4 million in the year ended December 31, 2015. 

Combined Segment Normalized EBITDA 

The following table provides a breakdown of the ICBPI Group’s combined segment normalized EBITDA for 
the years ended December 31, 2014 and 2015. We calculate combined segment normalized EBITDA as combined 
segment operating revenue, less total combined segment operating costs excluding total combined segment operating 
depreciation, amortization and impairment losses on property, equipment, investment property and intangible assets 
(included in operating profit). 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Total combined segment operating revenue ...................................................................................  670.4 679.9 
Total combined segment operating costs ........................................................................................  (502.8) (512.0) 
Total combined segment depreciation, amortization and impairment losses on property, 

equipment, investment property and intangible assets (included in operating profit).................  27.9 32.3 
Combined segment normalized EBITDA ...................................................................................  195.5 200.2 

Combined segment normalized EBITDA increased by €4.8 million, or 2.4%, from €195.5 million in the year 
ended December 31, 2014, to €200.2 million in the year ended December 31, 2015. This increase was primarily the result 
of increased combined segment normalized EBITDA contribution by the operating segments CartaSi, Payments, 
Securities Services and BPO services, partly offset by lower combined segment normalized EBITDA generated by the 
Other Group Activities operating segment. 

Group Combined Total Operating Segment Non-Recurring/Extraordinary Items 

The following table provides an overview of the ICBPI Group’s non-recurring/extraordinary items for the year 
ended December 31, 2014 and 2015. 

 Years ended December 31, 
 2014 2015 
 (in € millions) 

Non-recurring/extraordinary items .................................................................................................  (0.3) (15.8) 

Non-recurring/extraordinary items increased by €15.5 million, from a net expense of €0.3 million in the year 
ended December 31, 2014, to a net expense of €15.8 million in the year ended December 31, 2015. Non-recurring 
expenses and extraordinary items in the year ended December 31, 2014 primarily included (i) a charge of €4.0 million 
relating to the resolution of a dispute about legacy tax obligations of CartaSi relating to a gain in CartaSi’s shares in Visa 
Europe Limited, net of income received when a contractual indemnification provided by CartaSi’s previous shareholders 
was invoked (ii) €3.5 million of charges for staff consensual terminations; (iii) €3.5 million of net profit on sale of 
available-for-sale financial assets; (iv) €2.0 million of net impairment losses on the sale of available-for-sale financial 
assets and held-to-maturity investments; (v) €4.1 million of income from recoveries of tax and (vi) €1.5 million income 
of other net revenue/costs. Non-recurring expenses and extraordinary items in the year ended December 31, 2015 mainly 
consisted of (i) a charge of €6.5 million related to one-off project costs for the transformation program initiated by the 
Sponsors; (ii) a charge of €5.6 million related to extraordinary contribution to National Resolution Fund; (iii) a charge of 
€4.5 million related to impairment charge of bonds of distressed Banca Etruria and Banca Marche (iv) proceeds of 
€1.7 million for release of provisions. The transformation program consists of measures aimed at revenue increases, cost 
savings, organizational improvements and M&A initiatives. 



Comparison of the Year Ended December 31, 2014 to the Year Ended December 31, 2013 

Net Interest Income 

The following table provides an overview of the ICBPI Group’s net interest income by line item for the years 
ended December 31, 2013 and 2014, as reported pursuant to IFRS. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Net interest income .........................................................................................................................  77.1 68.8 

Net interest income decreased by €8.3 million, or 10.8%, from €77.1 million in the year ended December 31, 
2013, to €68.8 million in the year ended December 31, 2014. This decrease was primarily the result of a decrease in 
interest and similar income partly offset by a decrease in interest and similar charges. 

Net Fee and Commission Income 

The following table provides an overview of the ICBPI Group’s net fee and commission income by line item for 
the years ended December 31, 2013 and 2014, as reported pursuant to IFRS. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Net fee and commission income .....................................................................................................  339.7 360.4 

Net fee and commission income increased by €20.7 million, or 6.1%, from €360.4 million in the year ended 
December 31, 2013, to €339.7 million in the year ended December 31, 2014. This increase was primarily the result of an 
increase in fee and commission income and a decrease in fee and commission expense. 

Administrative Expenses 

The following table provides an overview of the ICBPI Group’s administrative expenses by line item for the 
years ended December 31, 2013 and 2014, as reported pursuant to IFRS. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Administrative expenses .................................................................................................................  (503.6) (524.3) 

Administrative expenses increased by €20.7 million, or 4.1%, from €503.6 million in the year ended 
December 31, 2013, to €524.3 million in the year ended December 31, 2014. This increase was the result of an increase 
in both other administrative expenses and payroll and related costs. 

Depreciation and Net Impairment Losses on Property 

The following table provides an overview of the ICBPI Group’s depreciation and net impairment losses on 
property for the years ended December 31, 2013 and 2014, as reported pursuant to IFRS. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Depreciation and net impairment losses on property ......................................................................  (20.1) (20.1) 

Depreciation and net impairment losses on property remained constant at €20.1 million in the year ended 
December 31, 2013 and 2014. 

Amortization and Net Impairment Losses on Intangible Assets 

The following table provides an overview of the ICBPI Group’s amortization and net impairment losses on 
intangible assets for the years ended December 31, 2013 and 2014, as reported pursuant to IFRS. 



 Year ended December 31, 
 2013 2014 
 (in € millions) 

Amortization and net impairment losses on intangible assets .........................................................  (12.9) (16.5) 

Amortization and net impairment losses on intangible assets increased by €3.6 million, or 27.9%, from 
€12.9 million in the year ended December 31, 2013, to €16.5 million in the year ended December 31, 2014. 

Other Net Operating Expenses/Income 

The following table provides an overview of the ICBPI Group’s other net operating expenses/income for the 
years ended December 31, 2013 and 2014, as reported pursuant to IFRS. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Other net operating expenses/income .............................................................................................  283.1 288.7 

Other net operating expenses/income increased by €5.6 million, or 2.0%, from €283.1 million in the year ended 
December 31, 2013, to €288.7 million in the year ended December 31, 2014. 

Operating Costs 

The following table provides an overview of the ICBPI Group’s other net operating expenses/income for the 
years ended December 31, 2013 and 2014, as reported pursuant to IFRS. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Operating costs ...............................................................................................................................  (255.6) (273.6) 

Operating costs increased by €18.0 million, or 7.0%, from €255.6 million in the year ended December 31, 2013, 
to €273.6 million in the year ended December 31, 2014. 

Income Taxes 

The following table provides an overview of the ICBPI Group’s income taxes for the years ended December 31, 
2013 and 2014, as reported pursuant to IFRS. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Income taxes ...................................................................................................................................  (75.3) (57.8) 

Income taxes decreased by €17.5 million, or 23.2%, from € 75.3 million in the year ended December 31, 2013, 
to €57.8 million in the year ended December 31, 2014. This decrease was primarily due to a one-time payment of a 
surcharge applicable to financial institutions in 2013, which accounted for additional income tax of €12.7 million in 
2013. For the year ended December 31, 2014, the ICBPI Group’s effective tax rate was 36.7%, compared to 49.8% for 
the year ended December 31, 2013. 

Profit for the Period Attributable to the Owners of the Parent 

The following table provides an overview of the ICBPI Group’s profit for the period attributable to the owners 
of the parent for the years ended December 31, 2013 and 2014, in each case, as reported pursuant to IFRS. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Profit for the period attributable to the owners of the parent ..........................................................  73.2 96.4 

Profit for the period attributable to the owners of the parent increased by €23.2 million, or 31.6%, from 
€73.2 million in the year ended December 31, 2013, to €96.4 million in the year ended December 31, 2014. This increase 



was primarily due to an increase in net fee and commission income and net financial income and a decrease in income 
taxes (described above under “—Income Taxes”), partly offset by a decrease in net interest income and increases in 
administrative expenses, operating costs and profit for the period attributable to non-controlling interests. On an 
operating basis, these results reflected improved trading and acquisitions in the ICBPI Group’s CartaSi, Securities 
Services and BPO Services Business, partly offset by decreased performance in the Payments operating segment (due to 
a decrease in SEPA unit prices) and Other Group Activities operating segment, the results for which reflected a reduction 
of average yields in the ICBPI Group’s securities portfolio. 

The following further discusses the operating performance of the ICBPI Group based on the combined operating 
segments. 

Group Combined Total Segment Operating Revenue 

The following table provides a breakdown of the ICBPI Group’s operating revenue for the year ended 
December 31, 2013 and 2014. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Net fee, commission and other business income ............................................................................  575.0 595.0 
Net interest income .........................................................................................................................  77.6 69.9 
Net trading/hedging income ............................................................................................................  4.2 5.0 
Dividends from equity investments and AFS .................................................................................  2.1 0.4 
Operating revenue ........................................................................................................................  658.8 670.4 

Operating revenue increased by €11.6 million, or 1.8%, from €658.8 million in the year ended December 31, 
2013, to € 670.4 million in the year ended December 31, 2014. This increase was mainly due to an increase in net fee, 
commission and other business income, partly offset by decreased net interest income. The increase in net fee, 
commission and other business income was primarily the result of improved performance across the CartaSi, Securities 
Services and BPO Services Business, partly offset by lower operating revenue from Payments due to the decrease in 
Single Euro Payments Area (“SEPA”) unit prices. The decrease in net interest income was related to a decrease in Italian 
government bond interest rates. The average interbank interest rates for one-month deposits remained constant at 13 basis 
points and the average yield on Italian government bonds with a maturity of three years decreased from 214 basis points 
in the year ended December 31, 2013, to 95 basis points in the year ended December 31, 2014. 

Group Combined Total Segment Operating Costs (Net of Depreciation and Amortization Included in Operating Profit) 

The following table provides a breakdown of the ICBPI Group’s operating costs by line item for the years ended 
December 31, 2013 and 2014. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Administrative expenses: ................................................................................................................  (462.1) (464.9) 
a) payroll and related costs ........................................................................................................  (131.1) (134.3) 
b) other administrative expenses ................................................................................................  (331.0) (330.6) 

Other net operating expenses/income .............................................................................................  12.6 5.3 
Net accruals to provision for risk and charge .................................................................................  (15.5) (15.3) 
Operating costs (net of depreciation and amortization included in operating profit) ............  (465.0) (474.9) 

Administrative expenses increased by €2.8 million, or 0.6%, from €462.1 million in the year ended 
December 31, 2013, to €464.9 million in the year ended December 31, 2014. Payroll and related costs increased by 
€3.2 million, or 2.4%, from €131.1 million in the year ended December 31, 2013, to €134.3 million in the year ended 
December 31, 2014. Other administrative expenses decreased by €0.4 million, or 0.1%, from €331.0 million in the year 
ended December 31, 2013, to €330.6 million in the year ended December 31, 2014. Other net operating income 
decreased by €7.3 million, or 57.9%, from €12.6 million in the year ended December 31, 2013, to €5.3 million in the year 
ended December 31, 2014. Net accruals to provision for risk and charge decreased by €0.2 million, or 1.3%, from 
€15.5 million in the year ended December 31, 2013, to €15.3 million in the year ended December 31, 2014. 



Group Combined Segment Normalized EBITDA 

The following table provides a breakdown of the ICBPI Group’s combined segment normalized EBITDA for 
the years ended December 31, 2013 and 2014. We calculate combined segment normalized EBITDA as combined 
segment operating revenue, less total combined segment operating costs excluding total combined segment depreciation, 
amortization and impairment losses on property, equipment, investment property and intangible assets (included in 
operating revenue). 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Total combined segment operating revenue ...................................................................................  658.8 670.4 
Total combined segment operating costs ........................................................................................  (490.4) (502.8) 
Total combined segment depreciation, amortization and impairment losses on property, 

equipment, investment property and intangible assets (included in operating profit).................  25.4 27.9 
Combined segment normalized EBITDA ...................................................................................  193.8 195.5 

Combined segment normalized EBITDA increased by €1.7 million, or 0.9%, from €193.8 million in the year 
ended December 31, 2013, to €195.5 million in the year ended December 31, 2014. This increase was primarily the result 
of increased combined segment normalized EBITDA contribution by the ICBPI Group’s CartaSi, Securities Services and 
BPO Services Business, partly offset by lower combined segment normalized EBITDA contribution from the Payments 
and Other Group Activities operating segments. 

Group Combined Total Operating Segment Non-Recurring/Extraordinary Items 

The following table provides an overview of the ICBPI Group’s non-recurring/extraordinary items for the years 
ended December 31, 2013 and 2014. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Non-recurring/extraordinary items .................................................................................................  2.0 (0.3) 

Non-recurring/extraordinary items decreased by €2.3 million, from a net income of €2.0 million in the year 
ended December 31, 2013, to a net expense of €0.3 million in the year ended December 31, 2014. Non-recurring 
expenses and extraordinary items in 2013 primarily included (i) €3.7 million of net profit on the sale of available-for-sale 
financial assets and held-to-maturity investments; (ii) €2.9 million of net impairment losses on available-for-sale 
financial assets; (iii) € 2.9 million income from the release of provisions for litigation risks with insurance; 
(iv) €0.5 million of charges for provisions for tax audits; (vi) €1.2 million related to the elimination in the ICBPI Group’s 
accounts of dividends received from associated companies and (vii) a net expense of €0.1 million relating to other items. 
Non-recurring and extraordinary items in 2014 primarily included: (i) €4.0 million of above-mentioned net charges for 
CartaSi admission to 2004 tax notice of assessment related to a gain in CartaSi’s shares in Visa Europe Limited; 
(ii) €3.5 million of charges for consensual staff terminations; (iii) €3.5 million of net profit on the sale of 
available-for-sale financial assets; (iv) €2.0 million of net impairment losses on the sale of available-for-sale financial 
assets and held-to-maturity investments; (v) €4.1 million of income from recoveries of tax and (vi) €1.5 million income 
of other net revenue/costs. 

Discussion of Results of Operations by Operating Segment 

The operating segment information presented below has been extracted or derived from ICBPI’s segment 
information disclosed in the notes to ICBPI’s Financial Statements. 

Comparison of the Nine Months Ended September 30, 2016 to the Nine Months Ended September 30, 2015 

Operating Revenue by Operating Segment 

The following table provides a breakdown of the ICBPI Group’s operating revenue by operating segment for the 
nine months ended September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 



Operating Revenue .............................................................................................................................  502.1 507.8 
CartaSi ..............................................................................................................................................  324.1 345.0 
Payments ...........................................................................................................................................  63.4 66.1 
Securities Services ............................................................................................................................  51.2 49.5 
BPO Services ....................................................................................................................................  20.4 20.8 
Other Group Activities ......................................................................................................................  44.9 30.3 
Consolidation adjustments(1) .............................................................................................................  (1.9) (4.0) 

 
(1) Eliminates the effect of intragroup activities on operating revenue. 

CartaSi 

The following table provides an overview of the operating revenue generated by the ICBPI Group’s CartaSi 
operating segment for the nine months ended September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Net fee, commission and other business income ............................................................................  328.9 351.6 
Net interest income .........................................................................................................................  (4.9) (6.1) 
Net trading/hedging income ............................................................................................................  0.1 (0.6) 
Dividends from equity investments and AFS .................................................................................  — — 
Operating revenue ...........................................................................................................................  324.1 345.0 

thereof: Card Issuing ...................................................................................................................  155.9 154.1 
thereof: Merchant Acquiring and POS........................................................................................  127.0 145.7 
thereof: Others(1) .........................................................................................................................  41.3 45.2 

 
(1) Includes operating revenue generated by CartaSi S.p.A. from debit servicing and ATM management, operating revenue generated by 

HelpLine S.p.A. 

Operating revenue generated by the CartaSi operating segment increased by €20.9 million, or 6.4%, from 
€324.1 million in the nine months ended September 30, 2015, to €345.0 million in the nine months ended September 30, 
2016. This increase primarily resulted from increased operating revenue in the merchant acquiring business and POS 
business. Operating revenue generated by the card issuing business decreased by €1.8 million, or 1.2%, from 
€155.9 million in the nine months ended September 30, 2015, to €154.1 million in the nine months ended September 30, 
2016, primarily due to the impact of the EU Interchange Regulation. Operating revenue generated by the merchant 
acquiring and POS business increased by €18.7 million, or 14.7%, from €127.0 million in the nine months ended 
September 30, 2015, to €145.7 million in the nine months ended September 30, 2016, primarily due to increases in the 
value of card transactions and in the number of managed transactions and due to the impact of the EU Interchange 
Regulation. Operating revenue generated by the other CartaSi business units (debit services, ATM management and 
HelpLine) segment increased by €3.9 million, or 9.4%, from €41.3 million in the nine months ended September 30, 2015, 
to €45.2 million in the nine months ended September 30, 2016. This was due to increases in the number of managed debit 
cards and debit transactions. 

Payments 

The following table provides an overview of the ICBPI Group’s operating revenue generated by the Payments 
operating segment for the nine months ended September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Net fee, commission and other business income ............................................................................  62.4 64.9 
Net interest income .........................................................................................................................  1.0 1.2 
Net trading/hedging income ............................................................................................................  — — 
Dividends from equity investments and AFS .................................................................................  — — 
Operating revenue ........................................................................................................................  63.4 66.1 

Operating revenue generated by the Payments operating segment increased by €2.7 million, or 4.3%, from 
€63.4 million in the nine months ended September 30, 2015, to €66.1 million in the nine months ended September 30, 
2016. This increase was primarily due to an increase in net fee, commission and other business income. Net fee, 



commission and other business income increased by €2.5 million, or 4.0%, from €62.4 million in the nine months ended 
September 30, 2015, to €64.9 million in the nine months ended September 30, 2016, primarily as a result of improved 
performance in the banking services business (digital corporate banking service business was comparable). Net interest 
income increased by €0.2 million, or 20.0%, from €1.0 million in the nine months ended September 30, 2015, to 
€1.2 million in the nine months ended September 30, 2016. The increase in net interest income primarily resulted from an 
increase in the spread on the deposits by 0.4 basis points and by growth of the average gross deposit volume which 
increased by €54.0 million, or 6.7%, from €809.8 million in the nine months ended September 30, 2015, to 
€863.7 million in the nine months ended September 30, 2016. 

Securities Services 

The following table provides an overview of the ICBPI Group’s operating revenue generated by the Securities 
Services operating segment for the nine months ended September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Net fee, commission and other business income ............................................................................  44.2 42.8 
Net interest income .........................................................................................................................  3.4 3.3 
Net trading/hedging income ............................................................................................................  3.6 3.4 
Dividends from equity investments and AFS .................................................................................  — — 
Operating revenue ........................................................................................................................  51.2 49.5 

Operating revenue generated by the Securities Services operating segment decreased by €1.7 million, or 3.3%, 
from €51.2 million in the nine months ended September 30, 2015, to €49.5 million in the nine months ended 
September 30, 2016. Net fee, commission and other business income decreased by €1.4 million, or 3.1%, from 
€44.2 million in the nine months ended September 30, 2015, to €42.8 million in the nine months ended September 30, 
2016, primarily as a result of a decrease in the value of brokerage negotiation. Net interest income decreased by 
€0.1 million, or 3.0%, from €3.4 million in the nine months ended September 30, 2015, to €3.3 million in the nine 
months ended September 30, 2016. The decrease in net interest income primarily resulted from a decrease in the spread 
on deposits by 4 basis points, partly offset by growth of the average gross deposit volume which increased by 
€811.0 million, or 21.9%, from €3,706.7 million in the nine months ended September 30, 2015, to €4,517.6 million in the 
nine months ended September 30, 2016. 

BPO Services 

The following table provides an overview of the ICBPI Group’s operating revenue generated by the BPO 
Services Business for the nine months ended September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Net fee, commission and other business income ............................................................................  20.4 20.8 
Net interest income .........................................................................................................................  — — 
Net trading/hedging income ............................................................................................................  — — 
Dividends from equity investments and AFS .................................................................................  — — 
Operating revenue ........................................................................................................................  20.4 20.8 

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

Net fee, commission and other business income generated by the BPO Services Business increased by 
€0.4 million, or 1.9%, from € 20.4 million in the nine months ended September 30, 2015, to € 20.8 million in the nine 
months ended September 30, 2016. This increase was primarily due to the improved performance of the regulatory 
reporting services, with operating revenue from this business increasing by €1.0 million, or 11.5%, from €8.7 million in 
the nine months ended September 30, 2015 to €9.7 million in the nine months ended September 30, 2016, as a result of 
increased provision of services. Operating revenue generated by the anti-money laundering services was equal to 
€7.7 million, which remained constant compared to the nine months ended September 30, 2015. Operating revenue from 
the ICT security services unit of the BPO Services Business decreased by €0.6 million, or 15.4%, from €3.9 million in 
the nine months ended September 30, 2015, to €3.3 million in the nine months ended September 30, 2016. 



Other Group Activities 

The following table provides an overview of the ICBPI Group’s operating revenue generated by the Other 
Group Activities operating segment for the nine months ended September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Net fee, commission and other business income ............................................................................  0.1 0.9 
Net interest income .........................................................................................................................  44.1 29.6 
Net trading/hedging income ............................................................................................................  0.5 (0.6) 
Dividends from equity investments and AFS .................................................................................  0.3 0.4 
Operating revenue ........................................................................................................................  44.9 30.3 

Operating revenue contributed by the Other Group Activities operating segment is primarily related to net 
interest income generated by the ICBPI Group’s treasury function in connection with its investment portfolio consisting 
primarily of investments in Italian government bonds. 

Operating revenue contributed by the Other Group Activities operating segment decreased by €14.6 million, or 
38.5%, from €44.9 million in the nine months ended September 30, 2015, to €30.3 million in the nine months ended 
September 30, 2016. This decrease was primarily due to a reduction in the average yield of the securities portfolio, as 
new securities that were added to the portfolio carried a lower yield than the maturing securities they replaced. The 
average yield on the securities portfolio decreased from 182 basis points in the nine months ended September 30, 2015, 
to 101 basis points in the nine months ended September 30, 2016. The average value of the securities portfolio increased 
by €0.2 billion, or 6.8%, from €2.5 billion in the nine months ended September 30, 2015, to €2.7 billion in the nine 
months ended September 30, 2016. 

Operating Costs by Operating Segment 

The following table provides an overview of the ICBPI Group’s operating costs by operating segment for the 
nine months ended September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Operating costs (net of depreciation and amortization included in operating profit) ..................  (373.1) (339.1) 
CartaSi ..............................................................................................................................................  (245.5) (221.4) 
Payments ...........................................................................................................................................  (50.6) (48.4) 
Securities Services ............................................................................................................................  (42.1) (39.5) 
BPO Services ....................................................................................................................................  (17.5) (14.5) 
Other Group Activities ......................................................................................................................  (19.1) (19.5) 
Consolidation adjustments(1) .............................................................................................................  1.9 4.1 

 
(1) Eliminates the effect of intragroup activities on operating costs. 

CartaSi 

The following table provides an overview of operating costs (net of depreciation and amortization included in 
operating profit) for the ICBPI Group’s CartaSi operating segment for the nine months ended September 30, 2015 and 
2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Administrative expenses: ................................................................................................................  (219.6) (213.8) 
a) payroll and related costs ........................................................................................................  (41.7) (41.3) 
b) other administrative expenses ................................................................................................  (178.0) (172.5) 

Other net operating expenses/income .............................................................................................  0.8 0.7 
Net accruals to provision for risk and charge .................................................................................  (10.5) (8.3) 
thereof: Fraud..................................................................................................................................  (7.3) (5.9) 



thereof: Credit losses ......................................................................................................................  (3.2) (1.7) 
thereof: Others(1) .............................................................................................................................  — (0.7) 
Operating costs (net of depreciation and amortization included in operating profit) ......................  (229.4) (221.4) 

 
(1) Includes operating costs incurred by CartaSi S.p.A. from debit servicing and ATM management, operating costs incurred by 

HelpLine S.p.A. 

Operating costs (net of depreciation and amortization included in operating profit) in the CartaSi operating 
segment decreased by €8.0 million, or 3.5%, from €229.4 million in the nine months ended September 30, 2015, to 
€221.4 million in the nine months ended September 30, 2016. Administrative expenses decreased by €5.8 million, or 
2.6%, from €219.6 million in the nine months ended September 30, 2015, to €213.8 million in the nine months ended 
September 30, 2016. Specifically, payroll and related costs decreased by €0.4 million, or 0.9%, from €41.7 million in the 
nine months ended September 30, 2015 to €41.3 million in the nine months ended September 30, 2016, due to a decrease 
in the number of employees in the period. Other administrative expenses decreased by €5.5 million, or 3.1%, from 
€178.0 million in the nine months ended September 30, 2015 to €172.5 million in the nine months ended September 30, 
2016 due to lower production costs. Other net operating expenses/income decreased by €0.1 million, or 12.5%, from a 
positive amount of €0.8 million in the nine months ended September 30, 2015, to a positive amount of €0.7 million in the 
nine months ended September 30, 2016 due to an extraordinary refund in 2015. Net accruals to provision for risk and 
charge decreased by €2.2 million, or 20.9%, from €10.5 million in the nine months ended September 30, 2015, to 
€8.3 million in the nine months ended September 30, 2016, due to lower provisions in respect of fraud and credit losses. 

Payments 

The following table provides an overview of operating costs (net of depreciation and amortization included in 
operating profit) for the ICBPI Group’s Payments operating segment for the nine months ended September 30, 2015 and 
2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Administrative expenses: ................................................................................................................  (44.6) (43.9) 
a) payroll and related costs ........................................................................................................  (12.5) (12.4) 
b) other administrative expenses ................................................................................................  (32.1) (31.5) 

Other net operating expenses/income .............................................................................................  (4.1) (4.1) 
Net accruals to provision for risk and charge .................................................................................  (0.3) (0.4) 
Operating costs (net of depreciation and amortization included in operating profit) ............  (49.0) (48.4) 

 

Operating costs (net of depreciation and amortization included in operating profit) in the Payments operating 
segment decreased by €0.6 million, or 1.2%, from €49.0 million in the nine months ended September 30, 2015, to 
€48.4 million in the nine months ended September 30, 2016. This decrease was due to lower payroll and related costs and 
lower other administrative expenses. Administrative expenses decreased by €0.7 million, or 1.6%, from €44.6 million in 
the nine months ended September 30, 2015, to €43.9 million in the nine months ended September 30, 2016. Payroll and 
related costs decreased by €0.1 million, or 0.8%, from €12.5 million in the nine months ended September 30, 2015, to 
€12.4 million in the nine months ended September 30, 2016 due to a lower average number of employees in the period. 
Other administrative expenses decreased by €0.6 million, or 1.9%, from €32.1 million in the nine months ended 
September 30, 2015, to €31.5 million in the nine months ended September 30, 2016 due to lower production costs and 
general expenses. Other net operating expenses remained comparable at €4.1 million in the nine months ended 
September 30, 2015 and 2016. Net accruals to provision for risk and charge increased by €0.1 million, or 33.3%, from 
€0.3 million in the nine months ended September 30, 2015, to €0.4 million in the nine months ended September 30, 2016 
due to renegotiation of a card settlement contract. 

Securities Services 

The following table provides an overview of operating costs (net of depreciation and amortization included in 
operating profit) for the ICBPI Group’s Securities Services operating segment for the nine months ended September 30, 
2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Administrative expenses: ................................................................................................................  (33.8) (32.3) 



a) payroll and related costs ........................................................................................................  (14.1) (14.2) 
b) other administrative expenses ................................................................................................  (19.7) (18.1) 

Other net operating expenses/income .............................................................................................  (7.0) (7.2) 
Net accruals to provision for risk and charge .................................................................................  — — 
Operating costs (net of depreciation and amortization included in operating profit) ............  (40.8) (39.5) 

Operating costs (net of depreciation and amortization included in operating profit) in the Securities Services 
operating segment decreased by €1.3 million, or 3.1%, from €40.8 million in the nine months ended September 30, 2015, 
to €39.5 million in the nine months ended September 30, 2016. This decrease was due to lower administrative expenses 
which decreased by €1.5 million, or 4.5%, from €33.8 million in the nine months ended September 30, 2015, to 
€32.3 million in the nine months ended September 30, 2016. Payroll and related costs increased by €0.1 million, or 0.7%, 
from €14.1 million in the nine months ended September 30, 2015, to €14.2 million in the nine months ended 
September 30, 2016 due to an increase in the average number of employees in the period. Other administrative expenses 
decreased by €1.6 million, or 8.1%, from €19.7 million in the nine months ended September 30, 2015, to €18.1 million in 
the nine months ended September 30, 2016, mainly due to lower ICT costs. Other net operating expenses increased by 
€0.2 million, or 2.8%, from €7.0 million in the nine months ended September 30, 2015, to €7.2 million in the nine 
months ended September 30, 2016 due to the increase of internal costs for production services. We did not recognize any 
accruals to provision for risk and charge in the nine months ended September 30, 2015 nor in the nine months ended 
September 30, 2016. 

BPO Services 

The following table provides an overview of operating costs (net of depreciation and amortization included in 
operating profit) for the ICBPI Group’s BPO Services Business for the nine months ended September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Administrative expenses: ................................................................................................................  (15.3) (14.6) 
a) payroll and related costs ........................................................................................................  (6.1) (6.1) 
b) other administrative expenses ................................................................................................  (9.1) (8.5) 

Other net operating expenses/income .............................................................................................  0.1 0.1 
Net accruals to provision for risk and charge .................................................................................  — — 
Operating costs (net of depreciation and amortization included in operating profit) ............  (15.1) (14.5) 

Operating costs (net of depreciation and amortization included in operating profit) in the BPO Services Business 
decreased by €0.6 million, or 3.9%, from €15.1 million in the nine months ended September 30, 2015, to €14.5 million in 
the nine months ended September 30, 2016. Administrative expenses decreased by €0.7 million, from €15.3 million in 
the nine months ended September 30, 2015, to €14.6 million in the nine months ended September 30, 2016. Payroll and 
related costs remained constant at €6.1 million in the nine months ended September 30, 2015 and 2016. Other 
administrative expenses decreased by €0.6 million, or 6.6%, from €9.1 million in the nine months ended September 30, 
2015, to €8.5 million in the nine months ended September 30, 2016, due to lower ICT costs. Other net operating income 
remained at €0.1 million in the nine months ended September 30, 2015, consistent with the nine months ended 
September 30, 2016. We did not recognize any substantial net accruals to provision for risk and charge in the nine 
months ended September 30, 2015, or in the nine months ended September 30, 2016. 

Other Group Activities 

The following table provides an overview of operating costs (net of depreciation and amortization included in 
operating profit) for the ICBPI Group’s Other Group Activities operating segment for the nine months ended 
September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Administrative expenses: ................................................................................................................  (46.0) (48.3) 
a) payroll and related costs ........................................................................................................  (27.3) (28.0) 
b) other administrative expenses ................................................................................................  (18.8) (20.3) 

Other net operating expenses/income .............................................................................................  28.7 28.8 
Net accruals to provision for risk and charge .................................................................................  — — 



Operating costs (net of depreciation and amortization included in operating profit) ............  (17.3) (19.5) 

Operating costs (net of depreciation and amortization included in operating profit) in the Other Group Activities 
operating segment increased by €2.2 million, or 12.7%, from €17.3 million in the nine months ended September 30, 2015 
to €19.5 million in the nine months ended September 30, 2016. Administrative expenses increased by €2.3 million, or 
5.0%, from €46.0 million in the nine months ended September 30, 2015, to €48.3 million in the nine months ended 
September 30, 2016. Payroll and related costs increased by €0.7 million, or 2.6%, from €27.3 million in the nine months 
ended September 30, 2015, to €28.0 million in the nine months ended September 30, 2016, due to an increase in the 
average number of employees in the period. Other administrative expenses increased by €1.5 million, or 7.9%, from 
€18.8 million in the nine months ended September 30, 2015, to €20.3 million in the nine months ended September 30, 
2016, due to increases in ICT and general expenses. Other net operating income increased by €0.1 million, or 0.3%, from 
€28.7 million in the nine months ended September 30, 2015, to €28.8 million in the nine months ended September 30, 
2016. We did not recognize any substantial accruals to provision for risk and charge in the nine months ended 
September 30, 2015 nor in the nine months ended September 30, 2016. 

Combined Segment Normalized EBITDA by Operating Segment 

The following table provides an overview of the ICBPI Group’s combined segment normalized EBITDA by 
operating segment for the nine months ended September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Combined segment normalized EBITDA .........................................................................................  152.4 168.6 
CartaSi ..............................................................................................................................................  94.8 123.6 
Payments ...........................................................................................................................................  14.4 17.8 
Securities Services ............................................................................................................................  10.4 10.0 
BPO Services ....................................................................................................................................  5.2 6.3 
Other Group Activities ......................................................................................................................  27.5 10.9 
Consolidation adjustments(1) .............................................................................................................  — 0.1 

 
(1) Eliminates the effect of intragroup activities on combined segment normalized EBITDA. 

Comparison of the Year Ended December 31, 2015 to the Year Ended December 31, 2014 

Operating Revenue by Operating Segment 

The following table provides a breakdown of the ICBPI Group’s operating revenue by operating segment for the 
years ended December 31, 2014 and 2015. 

 
Year ended 

December 31, 
 2014 2015 
 (in € millions) 

Operating Revenue .............................................................................................................................  670.4 479.9 
CartaSi ..............................................................................................................................................  429.5 441.2 
Payments ...........................................................................................................................................  87.0 88.1 
Securities Services ............................................................................................................................  62.4 68.1 
BPO Services ....................................................................................................................................  26.7 29.2 
Other Group Activities ......................................................................................................................  68.2 56.7 
Consolidated adjustments(1) ..............................................................................................................  (3.5) (3.4) 

 
(1) Eliminates the effect of intragroup activities on operating revenue. 

CartaSi 

The following table provides an overview of the operating revenue generated by the ICBPI Group’s CartaSi 
operating segment for the years ended December 31, 2014 and 2015. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 



Net fee, commission and other business income ............................................................................  438.2 447.7 
Net interest income .........................................................................................................................  (8.3) (6.5) 
Net trading/hedging income ............................................................................................................  (0.4) 0.0 
Dividends from equity investments and AFS .................................................................................  0.0 0.0 
Operating revenue ........................................................................................................................  429.5 441.2 

thereof: Card Issuing ...................................................................................................................  207.3 212.5 
thereof: Merchant Acquiring and POS........................................................................................  166.0 172.5 
thereof: Others(1) .........................................................................................................................  56.3 56.2 

 
(1) Includes operating revenue generated by CartaSi S.p.A. from debit servicing and ATM management, operating revenue generated by 

helpline S.p.A. and operating revenue generated by acquired companies within the CartaSi operating segment (such as C-Card and Unicard) 
prior to their merger with and into CartaSi S.p.A. 

Operating revenue generated by the CartaSi operating segment increased by €11.6 million, or 2.7%, from 
€429.5 million in the year ended December 31, 2014, to €441.2 million in the year ended December 31, 2015. This 
increase primarily resulted from increased operating revenue in the card issuing and merchant acquiring and POS units. 
Operating revenue generated by the ICBPI Group’s card issuing business increased by €5.2 million, or 2.5%, from 
€207.3 million in the year ended December 31, 2014, to €212.5 million in the year ended December 31, 2015, primarily 
due to increases in the number of managed cards, the value of card transactions and the number of managed transactions. 
Operating revenue generated by the ICBPI Group’s merchant acquiring business and POS business increased by 
€6.5 million, or 3.9%, from €166.0 million in the year ended December 31, 2014, to €172.5 million in the year ended 
December 31, 2015, primarily due to increases in the value of card transactions, the number of managed transactions and 
the number of managed POS. Operating revenue generated by the ICBPI Group’s other CartaSi business (debit services, 
ATM management, HelpLine and C-Card/Unicard) is equal to €56.2 million in the year ended December 31, 2015, in 
line with year 2014, due to increases in the number of managed debit cards and debit transactions, which offset the 
decrease resulting from the reallocation to the ICBPI Group’s card issuing and merchant acquiring and POS management 
businesses of operating revenue generated by Unicard following its merger with and into CartaSi in July 2015. 

Payments 

The following table provides an overview of the ICBPI Group’s operating revenue generated by the Payments 
operating segment for the year ended December 31, 2014 and 2015. 

 Years ended December 31, 
 2014 2015 
 (in € millions) 

Net fee, commission and other business income ............................................................................  83.7 86.8 
Net interest income .........................................................................................................................  3.3 1.2 
Net trading/hedging income ............................................................................................................  — — 
Dividends from equity investments and AFS .................................................................................  — — 
Operating revenue ........................................................................................................................  87.0 88.1 

Operating revenue generated by the Payments operating segment increased by €1.1 million, or 1.2%, from 
€87.0 million in the year ended December 31, 2014, to €88.1 million in the year ended December 31, 2015. This increase 
was primarily due to an increase in net fee, commission and other business income, partly offset by lower net interest 
income. Net fee, commission and other business income increased by €3.1 million, or 3.7%, from €83.7 million in the 
year ended December 31, 2014, to €86.8 million in the year ended December 31, 2015, primarily as a result of improved 
performance both in the banking services business and in the digital corporate banking service business. Net interest 
income decreased by €2.1 million, or 63.6%, from €3.3 million in the year ended December 31, 2014, to €1.2 million in 
the year ended December 31, 2015. The decrease in net interest income primarily resulted from a decrease in the spread 
on ICBPI’s deposits by 22 basis points, in line with market interest rates, partly offset by growth of ICBPI’s average 
gross deposit volume increased by €36.4 million, or 4.6%, from €798.1 million in the year ended December 31, 2014, to 
€834.5 million in the year ended December 31, 2015. 

Securities Services 

The following table provides an overview of the ICBPI Group’s operating revenue generated by the Securities 
Services operating segment for the years ended December 31, 2014 and 2015. 

 Years ended December 31, 
 2014 2015 
 (in € millions) 

Net fee, commission and other business income ............................................................................  49.8 59.6 



Net interest income .........................................................................................................................  7.4 4.0 
Net trading/hedging income ............................................................................................................  5.2 4.5 
Dividends from equity investments and AFS .................................................................................  — — 
Operating revenue ........................................................................................................................  62.4 68.1 

Operating revenue generated by the Securities Services operating segment increased by €5.7 million, or 9.1%, 
from €62.4 million in the year ended December 31, 2014, to €68.1 million in the year ended December 31, 2015. This 
increase was primarily due to an increase in net fee, commission and other business income, partly offset by lower net 
interest income and net trading/hedging income. Net fee, commission and other business income increased by 
€9.8 million, or 19.7%, from €49.8 million in the year ended December 31, 2014, to €59.6 million in the year ended 
December 31, 2015, primarily as a result of an increase in operating revenue generated by fund services by €8.5 million, 
or 25.2%, from €33.9 million in the year ended December 31, 2014, to €42.4 million in the year ended in December 31, 
2015, mostly due to the ICBPI Group’s acquisition of the ICCREA depositary bank and controls business in the second 
half of 2014, which increased the ICBPI Group’s assets in custody. Net interest income decreased by €3.4 million, or 
45.9%, from €7.4 million in the year ended December 31, 2014, to €4.0 million in the year ended December 31, 2015. 
The decrease in net interest income primarily resulted from a decrease in the spread on ICBPI’s deposits by 21 basis 
points, in line with market interest rates, partly offset by growth of ICBPI’s average gross deposit volume increased by 
€1,304.2 million, or 54.8%, from €2,378.4 million in the year ended December 31, 2014, to €3,682.7 million in the year 
ended December 31, 2015. 

BPO Services 

The following table provides an overview of the ICBPI Group’s operating revenue generated by the BPO 
Services Business for the years ended December 31, 2014 and 2015. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Net fee, commission and other business income ............................................................................  26.7 29.2 
Net interest income .........................................................................................................................  (0.0) (0.0) 
Net trading/hedging income ............................................................................................................  — — 
Dividends from equity investments and AFS .................................................................................  — — 
Operating revenue ........................................................................................................................  26.7 29.2 

Absent any funding activity, operating revenue contributed by the BPO services operating segment is almost 
entirely composed of net fee, commission and other business income. 

Net fee, commission and other business income generated by the ICBPI Group’s BPO Services Business 
increased by €2.5 million, or 9.4%, from €26.7 million in the year ended December 31, 2014, to €29.2 million in the year 
ended December 31, 2015. This increase was primarily due to the improved performance of ICBPI’s anti-money 
laundering services, with operating revenue from this business increasing by €0.8 million, or 7.5% from €10.7 million in 
the year ended December 31, 2014 to €11.5 million in the year ended December 31, 2015, as a result of acquisition of 
new customers and increased provision of services. Operating revenue generated by ICBPI’s regulatory reporting 
services increased by €1.0 million, or 8% from €11.3 million in the year ended December 31, 2014 to € 12.2 million in 
the year ended December 31, 2015. Operating revenue from the security services component of ICBPI’s BPO Services 
operating segment increased by €0.8 million, or 16.0% from €4.7 million in the year ended December 31, 2014 to 
€5.5 million in the year ended December 31, 2015. 

Other Group Activities 

The following table provides an overview of the ICBPI Group’s operating revenue generated by the Other 
Group Activities operating segment for the years ended December 31, 2014 and 2015. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Net fee, commission and other business income ............................................................................  (0.0) (0.1) 
Net interest income .........................................................................................................................  67.5 56.1 
Net trading/hedging income ............................................................................................................  0.2 0.2 
Dividends from equity investments and AFS .................................................................................  0.4 0.5 
Operating revenue ........................................................................................................................  68.2 56.7 



Operating revenue contributed by the ICBPI Group’s Other Group Activities operating segment is primarily 
related to net interest income generated by the ICBPI Group’s treasury function in connection with its investment 
portfolio consisting primarily of investments in Italian government bonds. 

Operating revenue contributed by the Other Group Activities operating segment decreased by €11.5 million, or 
16.9%, from €68.2 million in the year ended December 31, 2014, to €56.7 million in the year ended December 31, 2015. 
This decrease was primarily due to a reduction in the average yield of the ICBPI Group’s securities portfolio, as new 
securities that were added to the portfolio carried a lower yield than the maturing securities they replaced. The average 
yield on the ICBPI Group’s securities portfolio decreased from 227 basis points in the year ended December 31, 2014, to 
178 basis points in the year ended December 31, 2015. The average value of the ICBPI Group’s securities portfolio 
decreased by €0.1 billion, or 3.4%, from €2.6 billion in the year ended December 31, 2014 to €2.5 billion in the year 
ended December 31, 2015. 

Operating Costs by Operating Segment 

The following table provides an overview of the ICBPI Group’s operating costs by operating segments for the 
years ended December 31, 2014 and 2015. 

 
Year ended 

December 31, 
 2014 2015 
 (in € millions) 

Operating costs (net of depreciation and amortization included in operating profit) ..................  (474.9) (479.7) 
CartaSi ..............................................................................................................................................  (309.8) (311.9) 
Payments ...........................................................................................................................................  (69.9) (67.9) 
Securities Services ............................................................................................................................  (54.1) (55.9) 
BPO Services ....................................................................................................................................  (19.5) (21.3) 
Other Group Activities ......................................................................................................................  (24.9) (25.9) 
Consolidation adjustments(1) .............................................................................................................  3.3 3.2 

 
(1) Eliminates the effect of intragroup activities on operating costs. 

CartaSi 

The following table provides an overview of operating costs (net of depreciation and amortization included in 
operating profit) for the ICBPI Group’s CartaSi operating segment for the years ended December 31, 2014 and 2015. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Administrative expenses: ................................................................................................................  (297.5) (301.3) 
a) payroll and related costs ........................................................................................................  (56.0) (56.1) 
b) other administrative expenses ................................................................................................  (241.5) (245.2) 

Other net operating expenses/income .............................................................................................  0.6 2.0 
Net accruals to provision for risk and charge .................................................................................  (12.9) (12.6) 

thereof: Fraud ..............................................................................................................................  (8.7) (10.8) 
thereof: Credit losses ..................................................................................................................  (4.3) (3.3) 
thereof: Others ............................................................................................................................  0.1 106 

Operating costs (net of depreciation and amortization included in operating profit) ............  (309.8) (311.9) 

Operating costs (net of depreciation and amortization included in operating profit) in the CartaSi operating 
segment increased by €2.1 million, or 0.6%, from €309.8 million in the year ended December 31, 2014, to €311.9 million 
in the year ended December 31, 2015. This increase was primarily due to an increase in administrative expenses by 
€3.8 million, or 1.3%, from €297.5 million in the year ended December 31, 2014, to €301.3 million in the year ended 
December 31, 2015. Specifically, payroll and related costs equal to €56.1 million in the year ended December 31, 2015 
are in line with the year ended December 30, 2014. Other administrative expenses increased by €3.7 million, or 1.6%, 
from €241.5 million in the year ended December 31, 2014, to €245.2 million in the year ended December 31, 2015 due to 
an increase of ICT costs, partially offset by a decrease of production costs and general expenses. Other net operating 
expenses/income increased by €1.4 million or 233.0%, from a positive amount of €0.6 million in the year ended 
December 31, 2014, to a positive amount of €2.0 million in the year ended December 31, 2015. Net accruals to provision 
for risk and charge decreased by €0.3 million, or 2.3%, from €12.9 million in the year ended December 31, 2014, to 
€12.6 million in the year ended December 31, 2015, due to a decrease of credit losses and other provisions, partly offset 
by an increase in CartaSi’s provision in respect of fraud. 



Payments 

The following table provides an overview of operating costs (net of depreciation and amortization included in 
operating profit) for the ICBPI Group’s Payments operating segment for the years ended December 31, 2014 and 2015. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Administrative expenses: ................................................................................................................  (57.4) (61.8) 
a) payroll and related costs ........................................................................................................  (13.0) (16.8) 
b) other administrative expenses ................................................................................................  (44.4) (45.1) 

Other net operating expenses/income .............................................................................................  (10.2) (5.7) 
Net accruals to provision for risk and charge .................................................................................  (2.3) (0.3) 
Operating costs (net of depreciation and amortization included in operating profit) ............  (69.9) (67.9) 

Operating costs (net of depreciation and amortization included in operating profit) in the Payments operating 
segment decreased by €2.0 million, or 2.9%, from €69.9 million in the year ended December 31, 2014, to €67.9 million 
in the year ended December 31, 2015. This decrease was due to lower other net operating expenses/income and net 
accruals to provision for risk and charge, partly offset by increased administrative expenses. Administrative expenses 
increased by €4.4 million, or 7.7%, from €57.4 million in the year ended December 31, 2014, to €61.8 million in the year 
ended December 31, 2015. Payroll and related costs increased by €3.8 million, or 29.3%, from €13.0 million in the year 
ended December 31, 2014, to €16.8 million in the year ended December 31, 2015, due to a reallocation of employees 
from the ICBPI Group’s Other Group Activities operating segment to the Payments operating segment, which resulted 
from an internal reorganization of the ICBPI Group’s commercial and marketing departments and which increased the 
average number of staff in the Payments operating segment. Other administrative expenses increased by €0.6 million, or 
1.4%, from €44.4 million in the year ended December 31, 2014, to €45.1 million in the year ended December 31, 2015. 
Other net operating expenses decreased by €4.5 million, or 43.8%, from €10.2 million in the year ended December 31, 
2014, to €5.7 million in the year ended December 31, 2015, due to a reduction in internal invoicing for centralized 
services (such as ICT, marketing, human resources, legal and similar services) provided by other operating segment. Net 
accruals to provision for risk and charge decreased by €2.0 million, or 85.5%, from €2.3 million in the year ended 
December 31, 2014, to €0.3 million in the year ended December 31, 2015, due to a provision in respect of SEPA in the 
year ended December 31, 2014. 

Securities Services 

The following table provides an overview of operating costs (net of depreciation and amortization included in 
operating profit) for the ICBPI Group’s Securities Services operating segment for the years ended December 31, 2014 
and 2015. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Administrative expenses: ................................................................................................................  (44.3) (46.5) 
a) payroll and related costs ........................................................................................................  (17.2) (18.8) 
b) other administrative expenses ................................................................................................  (27.1) (27.8) 

Other net operating expenses/income .............................................................................................  (9.6) (9.4) 
Net accruals to provision for risk and charge .................................................................................  (0.2) — 
Operating costs (net of depreciation and amortization included in operating profit) ............  (54.1) (55.9) 

Operating costs (net of depreciation and amortization included in operating profit) in the Securities Services 
operating segment increased by €1.8 million, or 3.4%, from €54.1 million in the year ended December 31, 2014, to 
€55.9 million in the year ended December 31, 2015. This increase was due to higher administrative expenses which 
increased by €2.2 million, or 5.0%, from €44.3 million in the year ended December 31, 2014, to €46.5 million in the year 
ended December 31, 2015. Payroll and related costs increased by €1.6 million, or 9.0%, from €17.2 million in the year 
ended December 31, 2014, to €18.8 million in the year ended December 31, 2015, due to a reallocation of employees 
from the ICBPI Group’s Other Group Activities operating segment to the Securities Services operating segment, which 
resulted from an internal reorganization of the ICBPI Group’s commercial and marketing departments and which 
increased the average number of staff of the Securities Services operating segment by 5.3% and the acquisition of 
depositary bank activities from ICCREA. Other administrative expenses increased by €0.7 million, or 2.5%, from 
€27.1 million in the year ended December 31, 2014, to €27.8 million in the year ended December 31, 2015, due to higher 
production costs and ICT costs. Other net operating expenses decreased by €0.2 million, or 2.1%, from €9.6 million in 
the year ended December 31, 2014, to €9.4 million in the year ended December 31, 2015, due to a reduction of internal 



invoicing for centralized services (such as ICT, audit, marketing, human resources, legal and similar services) provided 
by other operating segments. The ICBPI Group did not recognize any accruals to provision for risk and charge in the year 
ended December 31, 2015. 

BPO Services 

The following table provides an overview of operating costs (net of depreciation and amortization included in 
operating profit) for the ICBPI Group’s BPO Services Business for the years ended December 31, 2014 and 2015. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Administrative expenses: ................................................................................................................  (19.7) (21.5) 
a) payroll and related costs ........................................................................................................  (7.9) (8.2) 
b) other administrative expenses ................................................................................................  (11.8) (13.2) 

Other net operating expenses/income .............................................................................................  0.2 0.2 
Net accruals to provision for risk and charge .................................................................................  (0.0) (0.0) 
Operating costs (net of depreciation and amortization included in operating profit) ............  (19.5) (21.3) 

Operating costs (net of depreciation and amortization included in operating profit) in the BPO Services Business 
increased by €1.8 million, or 9.2%, from €19.5 million in the year ended December 31, 2014, to €21.3 million in the year 
ended December 31, 2015. This increase was due to an increase in administrative expenses. Administrative expenses 
increased by €1.8 million, or 9.1%, from €19.7 million in the year ended December 31, 2014, to €21.5 million in the year 
ended December 31, 2015. Payroll and related costs increased by €0.3 million, or 3.7%, from €7.9 million in the year 
ended December 31, 2014, to €8.2 million in the year ended December 31, 2015. Other administrative expenses 
increased by €1.4 million, or 11.8%, from €11.8 million in the year ended December 31, 2014, to €13.2 million in the 
year ended December 31, 2015, due to higher ICT costs in line with the general growth of the ICBPI Group’s business 
activities. Other net operating expenses in the year ended December 31, 2015 remained constant at €0.2 million. The 
ICBPI Group did not recognize any substantial net accruals to provision for risk and charge in the year ended 
December 31, 2014 or in the year ended December 31, 2015. 

Other Group Activities 

The following table provides an overview of operating costs (net of depreciation and amortization included in 
operating profit) for the ICBPI Group’s Other Group Activities operating segment for the years ended December 31, 
2014 and 2015. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Administrative expenses: ................................................................................................................  (71.8) (66.0) 
a) payroll and related costs ........................................................................................................  (40.2) (36.3) 
b) other administrative expenses ................................................................................................  (31.6) (29.7) 

Other net operating expenses/income .............................................................................................  46.8 40.5 
Net accruals to provision for risk and charge .................................................................................  0.2 (0.4) 
Operating costs (net of depreciation and amortization included in operating profit) ............  (24.9) (25.9) 

Operating costs (net of depreciation and amortization included in operating profit) in the Other Group Activities 
operating segment increased by €1.0 million, or 4.3%, from €24.9 million in the year ended December 31, 2014, to 
€25.9 million in the year ended December 31, 2015. Administrative expenses decreased by €5.8 million, or 8.1%, from 
€71.8 million in the year ended December 31, 2014, to €66.0 million in the year ended December 31, 2015. Payroll and 
related costs decreased by €3.9 million, or 9.7%, from €40.2 million in the year ended December 31, 2014, to 
€36.3 million in the year ended December 31, 2015, due to a decrease in the average number of staff, mainly related to a 
reallocation of employees resulting from an internal reorganization of the ICBPI Group’s commercial and marketing 
departments. Other administrative expenses decreased by €1.9 million, or 6.1%, from €31.6 million in the year ended 
December 31, 2014, to €29.7 million in the year ended December 31, 2015, due to the aforementioned reorganization of 
the ICBPI Group’s commercial and marketing departments and non-recurring expenses. Other net operating expenses 
decreased by €6.3 million, or 13.5%, from €46.8 million in the year ended December 31, 2014, to €40.5 million in the 
year ended December 31, 2015, due to a reduction in internal invoicing for centralized services (such as ICT, audit, 
marketing, human resources, legal and similar services) provided to other operating segments. Net accruals to provision 
for risk and charge increased by €0.6 million, or 300.0%, from a positive amount of €0.2 million in the year ended 
December 31, 2014 to a negative amount of €0.4 million in the year ended December 31, 2015. 



Combined Segment Normalized EBITDA by Operating Segment 

The following table provides an overview of the ICBPI Group’s combined segment normalized EBITDA by 
operating segment for the years ended December 31, 2014 and 2015. 

 
Year ended 

December 31, 
 2014 2015 
 (in € millions) 

Combined segment normalized EBITDA .........................................................................................  195.5 200.2 
CartaSi ..............................................................................................................................................  119.7 129.3 
Payments ...........................................................................................................................................  17.1 20.2 
Securities Services ............................................................................................................................  8.3 12.2 
BPO Services ....................................................................................................................................  7.2 7.9 
Other Group Activities ......................................................................................................................  43.3 30.8 
Consolidation adjustments(1) .............................................................................................................  (0.1) (0.1) 

 
(1) Eliminates the effect of intragroup activities on combined segment normalized EBITDA. 

Comparison of the Year Ended December 31, 2014 to the Year Ended December 31, 2013 

Operating Revenue by Operating Segment 

The following table provides an overview of the operating revenue by operating segment for the years ended 
December 31, 2013 and 2014. 

 
Year ended 

December 31, 
 2013 2014 
 (in € millions) 

Operating Revenue .............................................................................................................................  658.8 670.4 
CartaSi ..............................................................................................................................................  419.8 429.5 
Payments ...........................................................................................................................................  89.4 87.0 
Securities Services ............................................................................................................................  53.8 62.4 
BPO Services ....................................................................................................................................  22.6 26.7 
Other Group Activities ......................................................................................................................  76.2 68.2 
Consolidation adjustments(1) .............................................................................................................  (3.0) (3.5) 

 
(1) Eliminates the effect of intragroup activities on operating revenue. 

CartaSi 

The following table provides an overview of the operating revenue generated by the ICBPI Group’s CartaSi 
operating segment for the years ended December 31, 2013 and 2014. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Net fee, commission and other business income ............................................................................  428.5 438.2 
Net interest income .........................................................................................................................  (9.0) (8.3) 
Net trading/hedging income ............................................................................................................  0.3 (0.4) 
Dividends from equity investments and AFS .................................................................................  0.0 0.0 
Operating revenue ........................................................................................................................  419.8 429.5 

thereof: Card Issuing ...................................................................................................................  204.0 207.3 
thereof: Merchant Acquiring and POS........................................................................................  164.3 166.0 
thereof: Others(1) .........................................................................................................................  51.5 56.3 

 
(1) Includes operating revenue generated by CartaSi S.p.A. from debit servicing and ATM management, operating revenue generated by 

HelpLine S.p.A. and operating revenue generated by acquired companies within the CartaSi operating segment (such as C-Card and 
Unicard) prior to their merger with and into CartaSi S.p.A. 

Operating revenue generated by the CartaSi operating segment increased by €9.7 million, or 2.3%, from 
€419.8 million in the year ended December 31, 2013, to €429.5 million in the year ended December 31, 2014. This 
increase was the result of increased operating revenue across all three businesses. Operating revenue generated by the 



ICBPI Group’s card issuing business increased by €3.3 million, or 1.6%, from €204.0 million in the year ended 
December 31, 2013, to €207.3 million in the year ended December 31, 2014 due to increases in the number of managed 
cards, the value of card transactions and the number of managed transactions. Operating revenue generated by the ICBPI 
Group’s merchant acquiring business and POS business increased by €1.7 million, or 1.0%, from €164.3 million in the 
year ended December 31, 2013, to €166.0 million in the year ended December 31, 2014, due to increases in the value of 
card transactions, the number of managed transactions and the number of managed POS. Operating revenue generated by 
the ICBPI Group’s other CartaSi business units increased by €4.7 million, or 9.2%, from €51.5 million in the year ended 
December 31, 2013, to €56.3 million in the year ended December 31, 2014, due to the acquisitions of C-Card and 
Unicard in 2014 as well as an increase in revenues generated from debit card payments. 

Payments 

The following table provides an overview of the ICBPI Group’s operating revenue generated by the Payments 
operating segment for the years ended December 31, 2013 and 2014. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Net fee, commission and other business income ............................................................................  84.8 83.7 
Net interest income .........................................................................................................................  4.6 3.3 
Net trading/hedging income ............................................................................................................  — — 
Dividends from equity investments and AFS .................................................................................  — — 
Operating revenue ........................................................................................................................  89.4 87.0 

Operating revenue generated by the Payments operating segment decreased by €2.4 million, or 2.7%, from 
€89.4 million in the year ended December 31, 2013, to €87.0 million in the year ended December 31, 2014. This decrease 
was primarily due to a decrease in net fee, commission and other business income and lower net interest income. Net 
fees, commission and other business income decreased by €1.1 million, or 1.3%, from €84.8 million in the year ended 
December 31, 2013, to €83.7 million in the year ended December 31, 2014, mainly due to lower revenue from the ICBPI 
Group’s banking and clearing services due to a decrease in SEPA unit prices, which was partly offset by increased 
operating revenue from the collection of checks and receivables and the digital corporate banking business. The reduction 
in net interest income was primarily due to a decrease in the spread on ICBPI’s deposits by 24 basis points, in line with 
market interest rates. Furthermore, ICBPI’s average gross deposit volume decreased by €0.8 million, or 0.1%, from 
€798.9 million in the year ended December 31, 2013, to €798.1 million in the year ended December 31, 2014. 

Securities Services 

The following table provides an overview of the ICBPI Group’s operating revenue generated by the Securities 
Services operating segment for the years ended December 31, 2013 and 2014. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Net fee, commission and other business income ............................................................................  42.2 49.8 
Net interest income .........................................................................................................................  7.7 7.4 
Net trading/hedging income ............................................................................................................  3.8 5.2 
Dividends from equity investments and AFS .................................................................................  — — 
Operating revenue ........................................................................................................................  53.8 62.4 

Operating revenue generated by the Securities Services operating segment increased by €8.7 million, or 16.1%, 
from €53.8 million in the year ended December 31, 2013, to €62.4 million in the year ended December 31, 2014. This 
increase was primarily due to: (i) an increase in net fee, commission and other business income by €7.6 million, or 
18.0%, from €42.2 million in the year ended December 31, 2013, to €49.8 million in the year ended December 31, 2014, 
(ii) an increase in net trading/hedging income by €1.4 million, or 36.8%, from €3.8 million in the year ended 
December 31, 2013, to €5.2 million in the year ended December 31, 2014, partly offset by (iii) a decrease in net interest 
income of €0.3 million, or 3.8%, from €7.7 million in the year ended December 31, 2013, to €7.4 million in the year 
ended December 31, 2014. The increase in net fee, commission and other business income was primarily due to an 
increase in operating revenue generated by fund services by €4.8 million, or 16.5%, from €29.0 million in the year ended 
December 31, 2013, to €33.8 million in the year ended December 31, 2014, mostly due to the ICBPI Group’s acquisition 
of the ICCREA depositary bank and controls business in the second half of 2014, which increased ICBPI’s assets in 
custody. The increase in net trading/hedging income was due to improved trading results and the introduction of 
institutional trading as a new service offering. The reduction in net interest income was due to a decrease in the spread on 



ICBPI’s deposits by 21 basis points, in line with market interest rates, partially offset by growth of ICBPI’s average gross 
deposit volume which increased by €674.5 million, or 39.6%, from €1,703.9 million in the in the year ended 
December 31, 2013, to €2,378.4 million in the in the year ended December 31, 2014. 

BPO Services 

The following table provides an overview of the ICBPI Group’s operating revenue generated by the BPO 
Services Business for the the years ended December 31, 2013 and 2014. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Net fee, commission and other business income ............................................................................  22.6 26.7 
Net interest income .........................................................................................................................  (0.0) (0.0) 
Net trading/hedging income ............................................................................................................  — — 
Dividends from equity investments and AFS .................................................................................  — — 
Operating revenue ........................................................................................................................  22.6 26.7 

Absent any funding activity, operating revenue contributed by the BPO Services Business is almost entirely 
composed of net fee, commission and other business income. 

Net fee, commission and other business income generated by the ICBPI Group’s BPO Services Business 
increased by €4.1 million, or 18.0%, from €22.6 million in the year ended December 31, 2013, to €26.7 million in the 
year ended December 31, 2014. This increase was primarily due to improved performance of the ICBPI Group’s 
regulatory reporting services, with operating revenue from this business increasing by €1.8 million, or 19.0%, from 
€9.5 million in the year ended December 31, 2013, to €11.3 million in the year ended December 31, 2014. Operating 
revenue from security services increased by €2.7 million, or 149.8%, from €2.0 million in year ended December 31, 
2013, to €4.7 million in the year ended December 31, 2014. Operating revenue from anti-money laundering services 
decreased by €0.5 million, or 4.2%, from €11.2 million in the year ended December 31, 2013, to €10.7 million in the year 
ended December 31, 2014. 

Other Group Activities 

The following table provides an overview of the ICBPI Group’s operating revenue generated by the Other 
Group Activities operating segment for the years ended December 31, 2013 and 2014. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Net fee, commission and other business income ............................................................................  (0.0) (0.0) 
Net interest income .........................................................................................................................  74.0 67.5 
Net trading/hedging income ............................................................................................................  (0.0) 0.2 
Dividends from equity investments and AFS .................................................................................  2.1 0.4 
Operating revenue ........................................................................................................................  76.2 68.2 

Operating revenue contributed by the Other Group Activities operating segment is primarily related to net 
interest income generated by the ICBPI Group’s treasury function in connection with its investment portfolio consisting 
primarily of investments in Italian government bonds. 

Operating revenue contributed by the ICBPI Group’s Other Group Activities operating segment decreased by 
€8.0 million, or 10.5%, from €76.2 million in the year ended December 31, 2013, to €68.2 million in the year ended 
December 31, 2014. This decrease was primarily due to a reduction in the average yield of the ICBPI Group’s securities 
portfolio, as new securities that were added to the portfolio carried a lower yield than the maturing securities they 
replaced, and lower dividends from the ICBPI Group’s minority interests in equensWorldline and SIA S.p.A. The 
average yield on the securities portfolio decreased from 255 basis points in the year ended December 31, 2013 to 227 
basis points in the year ended December 31, 2014. The average value of the ICBPI Group’s securities portfolio increased 
from €2.5 billion in the year ended December 31, 2013 to €2.6 billion in the year ended December 31, 2014, due to 
management’s decision to increase the size of ICBPI’s portfolio to add to its liquidity position. 



Operating Costs by Operating Segment 

The following table provides an overview of the ICBPI Group’s operating costs (net of depreciation and 
amortization included in operating profit) by operating segments for the years ended December 31, 2013 and 2014. 

 
Year ended 

December 31, 
 2013 2014 
 (in € millions) 

Operating costs (net of depreciation and amortization included in operating profit) ..................  (465.0) (474.9) 
CartaSi ..............................................................................................................................................  (306.2) (309.8) 
Payments ...........................................................................................................................................  (66.4) (69.9) 
Securities Services ............................................................................................................................  (50.4) (54.1) 
BPO Services ....................................................................................................................................  (16.2) (19.5) 
Other Group Activities ......................................................................................................................  (29.3) (24.9) 
Consolidation adjustments(1) .............................................................................................................  3.5 3.3 

 
(1) Eliminates the effect of intragroup activities on operating costs. 

CartaSi 

The following table provides an overview of operating costs (net of depreciation and amortization included in 
operating profit) for the ICBPI Group’s CartaSi operating segment for the years ended December 31, 2013 and 2014. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Administrative expenses: ................................................................................................................  (301.2) (297.5) 
a) payroll and related costs ........................................................................................................  (56.2) (56.0) 
b) other administrative expenses ................................................................................................  (245.0) (241.5) 

Other net operating expenses/income .............................................................................................  9.1 0.6 
Net accruals to provision for risk and charge .................................................................................  (14.1) (12.9) 
thereof: Fraud..................................................................................................................................  7.1 8.7 
thereof: Credit losses ......................................................................................................................  4.5 4.3 
thereof: Others ................................................................................................................................  2.5 (0.1) 
Operating costs (net of depreciation and amortization included in operating profit) ......................  (306.2) (309.8) 

 
(1) Includes operating costs incurred by CartaSi S.p.A. from debit servicing and ATM management, operating costs incurred by 

HelpLine S.p.A. and operating costs incurred by acquired companies within the CartaSi operating segment (such as C-Card and Unicard) 
prior to their merger with and into CartaSi S.p.A. 

Operating costs (net of depreciation and amortization included in operating profit) in the CartaSi operating 
segment increased by €3.6 million, or 1.2%, from €306.2 million in the year ended December 31, 2013, to €309.8 million 
in the year ended December 31, 2014. This was primarily due to a decrease in other net operating income as a result of a 
different allocation of contingent assets in ICBPI’s operating segments, partly offset by a decrease in other administrative 
expenses. Administrative expenses decreased by €3.7 million, or 1.2%, from €301.2 million in the year ended 
December 31, 2013, to €297.5 million in the year ended December 31, 2014. Specifically, payroll and related costs 
decreased by €0.2 million, or 0.4%, from €56.2 million in the year ended December 31, 2013, to €56.0 million in the year 
ended December 31, 2014, even as the average number of staff remained constant. Other administrative expenses 
decreased by €3.5 million, or 1.4%, from €245.0 million in the year ended December 31, 2013, to €241.5 million in the 
year ended December 31, 2014, due to lower production costs. Other net operating income decreased by €8.5 million, or 
93.4%, from €9.1 million in the year ended December 31, 2013, to €0.6 million in the year ended December 31, 2014 due 
to lower contingent terms. Net accruals to provision for risk and charge decreased by €1.2 million, from €14.1 million in 
the year ended December 31, 2013, to €12.9 million in the year ended December 31, 2014, driven by lower accruals for 
fraud risk and charge. 

Payments 

The following table provides an overview of operating costs (net of depreciation and amortization included in 
operating profit) for the ICBPI Group’s Payments operating segment for the years ended December 31, 2013 and 2014. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 



Administrative expenses: ................................................................................................................  (56.5) (57.4) 
a) payroll and related costs ........................................................................................................  (12.6) (13.0) 
b) other administrative expenses ................................................................................................  (43.9) (44.4) 

Other net operating expenses/income .............................................................................................  (9.8) (10.2) 
Net accruals to provision for risk and charge .................................................................................  (0.1) (2.3) 
Operating costs..............................................................................................................................  (66.4) (69.9) 

Operating costs (net of depreciation and amortization included in operating profit) in the Payments operating 
segment increased by €3.5 million, or 5.3%, from €66.4 million in the year ended December 31, 2013, to €69.9 million in 
the year ended December 31, 2014. This increase was due to an increase in all operating cost line items. Administrative 
expenses increased by €0.9 million, or 1.6%, from €56.5 million in the year ended December 31, 2013, to €57.4 million 
in the year ended December 31, 2014. Payroll and related costs increased by €0.4 million, or 3.2%, from €12.6 million in 
the year ended December 31, 2013, to €13.0 million in the year ended December 31, 2014, due to a 3.4% increase in the 
average number of staff of the Payments operating segment. Other administrative expenses increased by €0.5 million, or 
1.1%, from €43.9 million in the year ended December 31, 2013, to € 44.4 million in the year ended December 31, 2014, 
due to higher production costs for checks and receivables and digital corporate banking activities. Other net operating 
expenses increased by €0.4 million, or 4.1%, from €9.8 million in the year ended December 31, 2013, to €10.2 million in 
the year ended December 31, 2014, due to an increase in net liabilities of €0.8 million and to a reduction of €1.2 million 
in internal invoicing for centralized services (such as ICT, audit, marketing, human resources, legal and similar services) 
provided by the Other Group Activities operating segment in the year ended December 31, 2014. Net accruals to 
provision for risk and charge increased by €2.2 million, from €0.1 million in the year ended December 31, 2013, to 
€2.3 million in the year ended December 31, 2014, due to a provision in respect of SEPA for € 6.1 million and related 
reimbursements of €3.8 million in the year ended December 31, 2014. 

Securities Services 

The following table provides an overview of operating costs (net of depreciation and amortization included in 
operating profit) for the ICBPI Group’s Securities Services operating segment for the years ended December 31, 2013 
and 2014. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Administrative expenses: ................................................................................................................  (40.6) (44.3) 
a) payroll and related costs ........................................................................................................  (16.1) (17.2) 
b) other administrative expenses ................................................................................................  (24.5) (27.1) 

Other net operating expenses/income .............................................................................................  (9.8) (9.6) 
Net accruals to provision for risk and charge .................................................................................  0.0 (0.2) 
Operating costs..............................................................................................................................  (50.4) (54.1) 

Operating costs (net of depreciation and amortization included in operating profit) in the Securities Services 
operating segment increased by €3.7 million, or 7.3%, from €50.4 million in the year ended December 31, 2013, to 
€54.1 million in the year ended December 31, 2014. This increase was primarily due to an increase in administrative 
expenses. Administrative expenses increased by €3.7 million, or 9.1%, from €40.6 million in the year ended 
December 31, 2013, to €44.3 million in the year ended December 31, 2014. Payroll and related costs increased by 
€1.1 million, or 6.8%, from €16.1 million in the year ended December 31, 2013, to €17.2 million in the year ended 
December 31, 2014, due to a 6.8% increase in the average number of staff. Other administrative expenses increased by 
€2.6 million, or 10.6%, from €24.5 million in the year ended December 31, 2013, to € 27.1 million in the year ended 
December 31, 2014, due to higher production costs and ICT costs in line with the general growth of the ICBPI Group’s 
business activities. Other net operating expenses decreased by €0.2 million, or 2.0%, from €9.8 million in the year ended 
December 31, 2013, to €9.6 million in the year ended December 31, 2014. Net accruals to provision for risk and charge 
increased by €0.2 million, from €0.0 million in the year ended December 31, 2013, to €0.2 million in the year ended 
December 31, 2014, due to increased provisions for charges. 

BPO Services 

The following table provides an overview of operating costs (net of depreciation and amortization included in 
operating profit) for the ICBPI Group’s BPO Services Business for the years ended December 31, 2013 and 2014. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 



Administrative expenses: ................................................................................................................  (16.0) (19.7) 
a) payroll and related costs ........................................................................................................  (7.1) (7.9) 
b) other administrative expenses ................................................................................................  (8.9) (11.8) 

Other net operating expenses/income .............................................................................................  (0.2) 0.2 
Net accruals to provision for risk and charge .................................................................................  0.0 0.0 
Operating costs (net of depreciation and amortization included in operating profit) ............  (16.2) (19.5) 

Operating costs (net of depreciation and amortization included in operating profit) in the BPO Services Business 
increased by € 3.3 million, or 20.4%, from €16.2 million in the year ended December 31, 2013, to €19.5 million in the 
year ended December 31, 2014. This was due to an increase in administrative expenses. Administrative expenses 
increased by €3.7 million, or 23.1%, from €16.0 million in the year ended December 31, 2013, to €19.7 million in the 
year ended December 31, 2014. Payroll and related costs increased by €0.8 million, or 11.3%, from € 7.1 million in the 
year ended December 31, 2013, to € 7.9 million in the year ended December 31, 2014, due to a 15% increase in the 
average number of staff, mainly related to the growth of the ICBPI Group’s ICT security business unit. Other 
administrative expenses increased by €2.9 million, or 32.6%, from €8.9 million in the year ended December 31, 2013, to 
€11.8 million in the year ended December 31, 2014, due to higher production costs and ICT costs in line with the general 
growth of the ICBPI Group’s business activities. Other net operating expenses/income increased from an expense of 
€0.2 million to an income of €0.2 million. Net accruals to provision for risk and charge remained at €0.0 million for both 
periods. 

Other Group Activities 

The following table provides an overview of operating costs (net of depreciation and amortization included in 
operating profit) for the ICBPI Group’s Other Group Activities operating segment for the years ended December 31, 
2013 and 2014. 

 Year ended December 31, 
 2013 2014 
 (in € millions) 

Administrative expenses: ................................................................................................................  (72.1) (71.8) 
a) payroll and related costs ........................................................................................................  (39.0) (40.2) 
b) other administrative expenses ................................................................................................  (33.1) (31.6) 

Other net operating expenses/income .............................................................................................  44.1 46.8 
Net accruals to provision for risk and charge .................................................................................  (1.3) 0.2 
Operating costs (net of depreciation and amortization included in operating profit) ............  (29.3) (24.9) 

Operating costs (net of depreciation and amortization included in operating profit) in the Other Group Activities 
operating segment decreased by €4.4 million, or 15.0%, from €29.3 million in the year ended December 31, 2013, to 
€24.9 million in the year ended December 31, 2014. This was primarily due to an increase in other net operating income 
and net accruals to provision for risk and charge. Administrative expenses decreased by €0.3 million, or 0.4%, from 
€72.1 million in the year ended December 31, 2013, to € 71.8 million in the year ended December 31, 2014. Payroll and 
related costs increased by €1.2 million, or 3.1%, from € 39.0 million in the year ended December 31, 2013, to 
€40.2 million in the year ended December 31, 2014, due to a 2.1% increase in the average number of staff. Other 
administrative expenses decreased by €1.5 million, or 4.5%, from €33.1 million in the year ended December 31, 2013, to 
€31.6 million in the year ended December 31, 2014, due to a reduction in general expenses. Other net operating income 
increased by €2.7 million, or 6.1%, from €44.1 million in the year ended December 31, 2013, to €46.8 million in the year 
ended December 31, 2014, due to increased income from the provision of centralized services by the ICBPI Group’s 
Other Group Activities operating segment to other operating segments and an increase in contingent assets. Net accruals 
to provision for risk and charge decreased by €1.5 million, or 115.4%, from an expense of €1.3 million in the year ended 
December 31, 2013, to income of €0.2 million in the year ended December 31, 2014. 

Combined Segment Normalized EBITDA by Operating Segment 

The following table provides an overview of the ICBPI Group’s combined segment normalized EBITDA by 
operating segment for the years ended December 31, 2013 and 2014. 

 
Year ended 

December 31, 
 2013 2014 
 (in € millions) 

Combined segment normalized EBITDA ......................................................................................  193.8 195.5 
CartaSi(1) ........................................................................................................................................  113.7 119.7 
Payments ........................................................................................................................................  23.0 17.1 



Securities Services .........................................................................................................................  3.3 8.3 
BPO Services .................................................................................................................................  6.4 7.2 
Other Group Activities ...................................................................................................................  46.9 43.3 
Consolidation adjustments(2) ..........................................................................................................  0.5 (0.1) 

 
(1) Includes combined segment normalized EBITDA generated by CartaSi S.p.A. from debit servicing and ATM management, combined 

segment normalized EBITDA generated by HelpLine S.p.A. and combined segment normalized EBITDA from acquired companies within 
the CartaSi operating segment (such as C-Card and Unicard) prior to their merger with and into CartaSi S.p.A. 

(2) Eliminates the effect of intragroup activities on combined segment normalized EBITDA. 

Total Combined Operating Segment Information 

The following table provides an overview of the ICBPI Group’s total combined operating segment information 
as well as a reconciliation to consolidated profit for the period attributable to owners of the parent as reported under IFRS 
in the ICBPI Group’s Financial Statements for the years ended December 31, 2013, 2014 and 2015, as well as for the 
nine months ended September 30, 2015 and 2016. 

 Year ended December 31, 
Nine months ended 

September 30, 
 2013 2014 2015 2015 2016 
 (in € millions) 

Net fee, commission and other business income................................................  575.0 595.0 619.7 453.8 477.0 
Net interest income ............................................................................................  77.6 69.9 55.1 43.8 28.2 
Net trading/hedging income...............................................................................  4.2 5.0 4.7 4.2 2.2 
Dividends from equity investments and AFS ....................................................  2.1 0.4 0.5 0.3 0.4 
Total Combined Segment Operating revenue ...............................................  658.8 670.3 679.9 502.1 507.8 
Administrative expenses ....................................................................................  (462.1) (464.9) (472.5) (341.0) (333.4) 
thereof: Payroll and related costs .......................................................................  (131.1) (134.3) (136.2) (101.7) (101.9) 
thereof: Other administrative expenses ..............................................................  (331.0) (330.6) (336.3) (239.3) (231.4) 
Depreciation, amortization and impairment losses on property, equipment, 

investment property and intangible assets (included in operating profit) ......  (25.4) (27.8) (32.3) (23.5) (26.9) 
Other net operating expenses/income ................................................................  12.6 5.3 6.2 2.0 3.0 
Net accruals to provision for risk and charge .....................................................  (15.5) (15.3) (13.4) (10.8) (8.8) 
Total Combined Segment Operating costs ....................................................  (490.4) (502.7) (512.0) (373.2) (366.0) 
Total Combined Segment Operating revenue ....................................................  658.8 670.3 679.9 502.1 507.8 
Total Combined Operating costs .......................................................................  (490.4) (502.7) (512.0) (373.2) (366.0) 
Total Combined Segment Operating profit ...................................................  168.4 167.6 167.9 128.9 141.7 
Total Combined Operating revenue ...................................................................  658.8 670.4 679.9 502.1 507.8 
Total Combined Operating costs (net of depreciation and amortization)(1)........  (465.0) (474.9) (479.7) (349.7) (339.2) 
Combined segment normalized EBITDA ......................................................  193.8 195.5 200.2 152.4 168.6 
Depreciation, amortization and impairment losses on property, equipment, 

investment property and intangible assets .....................................................  (33.0) (36.5) (42.8) (31.5) (34.8) 
Non-recurring / extraordinary items ..................................................................  2.0 (0.3) (15.8) (3.7) 219.4 
Share of (losses)/profits of investees .................................................................  (11.4) (1.2) (0.0) 1.2 22.3 
Income taxes ......................................................................................................  (75.3) (57.8) (46.4) (38.5) (56.1) 
Consolidated Profit for the period ..................................................................  76.1 99.6 95.2 79.9 319.4 
Profit for the period attributable to minority interests ........................................  (2.9) (3.3) (4.7) (3.2) (7.5) 
Consolidated Profit for the period attributable to the owners of the 

parent ...........................................................................................................  73.2 96.4 90.5 76.7 311.9 

 
(1) Represents operating costs net of depreciation and amortization charges included in the line item depreciation, amortization and impairment 

losses on property, equipment, investment property and intangible assets (included in operating profit). 



 

 Year ended December 31, 
 2013 2014 2015 
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Net fee, commission and other 
business income(*) ..................   339.7 235.3 — 575.0 360.5 229.4 5.1 595.0 384.4 235.2 — 619.7 

Net interest income .....................   77.1 0.4 — 77.6 68.8 1.1 — 69.9 51.2 3.7 0.1 55.1 
Dividends from equity 

investments and AFS .............   1.0 (0.0) 1.2 2.1 0.3 (0.0) 0.2 0.4 0.2 (0.0) 0.3 0.5 
Net trading/hedging income ........   4.1 0.0 — 4.2 5.0 0.0 — 5.0 4.7 0.0 — 4.7 
Net profit on sale or repurchase ..   3.7 — (3.7) — 3.5 — (3.5) — — — — — 
Net impairment losses .................   (7.2) 4.3 2.9 — (6.0) 4.0 2.0 — (7.3) 2.6 4.7 — 
Net financial income .................   418.4 240.0 0.3 658.8 432.1 234.5 3.8 670.4 433.4 241.5 5.0 679.9 
Operating revenue ....................   — — — 658.8 — — — 670.4 — — — 679.9 
CartaSi ........................................   — — — 419.8 — — — 429.5 — — — 441.2 
Issuing ........................................   — — — 204.0 — — — 207.3 — — — 212.5 
Merchant Acquiring, POS ...........   — — — 164.3 — — — 166.0 — — — 172.5 
Other ...........................................   — — — 51.5 — — — 56.3 — — — 56.2 
Payments .....................................   — — — 89.4 — — — 87.0 — — — 88.1 
Securities Services ......................   — — — 53.8 — — — 62.4 — — — 68.1 
BPO Services ..............................   — — — 22.6 — — — 26.7 — — — 29.2 
Other Group Activities ................   — — — 76.2 — — — 68.2 — — — 56.7 
Consolidation adjustments ..........   (3.0) — — (3.0) (3.5) — — (3.5) — — — (3.4) 
Administrative expenses:             

a) payroll and related costs ....   
(132.5) 1.5 (0.0) 

(131.1
) (140.1) 2.3 3.5 

(134.3
) (139.4) 1.0 2.2 

(136.2
) 

b) other administrative 
expenses ............................   (371.1) 39.8 0.3 

(331.0
) (384.2) 49.6 3.9 

(330.6
) (392.2) 43.7 12.2 

(336.3
) 

Production costs ..........................   
— — — (98.9) — — — 

(100.2
) — — — (97.9) 

ICT costs .....................................   
— — — 

(170.2
) — — — 

(170.5
) — — — 

(191.8
) 

General expenses ........................   — — — (61.9) — — — (59.9) — — — (46.6) 
Depreciation and impairment 

losses on property ..................   (20.1) — — (20.1) (20.1) — — (20.1) (21.7) — — (21.7) 
Amortization and net 

impairment losses on 
intangible assets .....................   (12.9) — 7.5 (5.4) (16.5) — 8.6 (7.8) (21.1) — 10.5 (10.6) 

Other net operating 
expenses/income ....................   283.1 (270.3) (0.1) 12.6 288.6 (272.7) (10.7) 5.3 282.7 (274.9) (1.7) 6.2 

Net accruals to provisions for 
risk and charge .......................   (2.1) (10.9) (2.5) (15.5) (1.4) (13.7) (0.2) (15.3) (0.0) (11.4) (2.0) (13.4) 

Operating costs ..........................   
(255.6) (240.0) 5.2 

(490.4
) (273.6) (234.5) 5.2 

(502.8
) (291.7) (241.5) 21.3 

(512.0
) 

Operating profit ........................   — — — 168.4 — — — 167.6 — — — 167.9 

 
(*) Represents the line items captioned Net fee and commission income in our Financial Statements and, respectively, Net fee, commission and 

other business income in ICBPI’s operating segment information. 
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 (in € millions) 
Net fee, commission and other business 

income(*) ...............................................  278.9 175.0 — 453.8 304.6 172.4 — 477.0 410.1 232.6 — 642.9 
Net interest income ....................................  42.3 1.4 — 43.8 29.1 (0.1) (0.7) 28.2 38 2.2 (0.6) 39.5 
Dividends from equity investments and 

AFS ......................................................  — — 0.3 0.3 0.0 0.0 0.4 0.4 0.2 0 0.4 0.6 
Net trading/hedging income ......................  4.2 — — 4.2 2.2 0.0 — 2.2 2.7 0 — 2.7 
Net profit on sale or repurchase .................  — — — — 260.3 — (260.3) — 260.3 — (260.3) — 
Net impairment losses ...............................  (2.8) 2.8 — — (1.9) 1.3 0.6 — (6.4) 1.1 5.3 — 
Net financial income .................................  322.7 179.1 0.3 502.1 594.2 173.6 (260.1) 507.8 704.9 236 (255.4) 685.6 
Operating revenue ...................................  — — — 502.1 — — — 507.8 — — — 685.6 
CartaSi.......................................................  — — — 324.1 — — — 345.0 — — — 462.1 
Issuing .......................................................  — — — 155.9 — — — 154.1 — — — 210.7 
Merchant Acquiring ..................................  — — — 127.0 — — — 145.7 — — — 191.2 
Other .........................................................  — — — 41.3 — — — 45.2 — — — 60.1 
Payments ...................................................  — — — 63.4 — — — 66.1 — — — 90.8 
Securities Services .....................................  — — — 51.2 — — — 49.5 — — — 66.4 
BPO Services ............................................  — — — 20.4 — — — 20.8 — — — 29.6 
Other Group Activities ..............................  — — — 44.9 — — — 30.3 — — — 42.1 
Consolidation adjustments .........................  — — — (1.9) — — — (4.0) — — — (5.5) 
Administrative expenses:             

a) payroll and related costs ..................  (103.8) 2.2 (0.1) (101.7) (110.3) 1.5 6.9 (101.9) (145.9) 0.3 9.2 (136.4) 
b) other administrative expenses ..........  (276.8) 34.5 3.0 (239.3) (283.7) 33.7 18.6 (231.4) (399.1) 42.9 27.8 (328.4) 

Production costs ........................................  — — — (73.1) — — — (69.9) — — — (94.7) 
ICT Costs ..................................................  — — — (135.3) — — — (134.3) — — — (190.8) 
General expenses .......................................  — — — (30.9) — — — (27.2) — — — (42.9) 
Depreciation and net impairment losses on 

property ................................................  (16.0) — — (16.0) (17.4) — — (17.4) (23.1) — — (23.1) 
Amortization and net impairment losses 

on intangible assets ...............................  (15.5) — 8.0 (7.5) (17.4) — 7.9 (9.5) (23) — 10.4 (12.6) 
Other net operating expenses/income ........  208.0 (205.7) (0.3) 2.0 191.1 (204.4) 16.2 3.0 265.8 (273.6) 14.8 7.2 
Net accruals to provision for risk and 

charge ...................................................  (1.5) (10.1) 0.8 (10.8) (3.2) (4.5) (1.0) (8.8) (1.7) (5.8) (3.8) (11.4) 
Operating costs ........................................  (205.4) (179.1) 11.4 (373.2) (240.9) (173.6) 48.5 (366.0) (327.2) (236) 58.4 (504.8) 
Operating profit.......................................  — — — 128.9 — — — 141.7 — — — 180.7 

 
(*) Represents the line items captioned Net fee and commission income in ICBPI’s Financial Statements and, respectively, Net fee, commission and other business income in ICBPI’s operating segment information. 



 

Key Performance Indicators 

In assessing the performance of our business, the ICBPI Group considers a variety of performance and financial 
measures. The following table provides an overview of the key measures the ICBPI Group uses to monitor the 
performance of its businesses. Such indicators are not recognized measurements of financial performance under IFRS. 
See “Presentation of Financial and Other Information—Presentation of Financial Information—Non-GAAP Financial 
Information.” 

 As of and for the year ended December 31, 

As of and for the nine 
months ended 
September 30, 

 2013 2014 2015 2015 2016 
CartaSi operating segment(1)      
Number of Managed cards (in thousands) .........................  24,152 25,623 27,068 26,884 27,989 

Debit cards.....................................................................  11,204 11,069 11,512 11,609 11,659 
Charge cards .................................................................  8,447 9,092 9,332 9,285 9,480 
Prepaid cards.................................................................  4,035 5,023 5,808 5,567 6,448 
Credit cards ...................................................................  465 439 416 423 402 

Value of card transactions (in € millions) ..........................  70,459 74,538 78,233 58,383 60,318 
Issuing(2) .........................................................................  22,493 25,988 27,980 20,494 21,112 
Acquiring(2) ....................................................................  47,965 48,550 50,252 37,889 39,206 

Number of managed transactions (in millions) ..................  2,075.9 2,233.5 2,465.6 1,816.5 1,958.1 
Issuing(3) .........................................................................  893.5 969.3 1,107.0 807.5 878.6 
Acquiring(3) ....................................................................  1,182.4 1,264.2 1,358.7 1,009 1,079.5 

Number of Managed POS ..................................................  502,966 541,219 564,821 556,803 537,990 
Number of Managed ATMs ...............................................  9,806 9,628 9,367 9,356 9,380 
Payments operating segment(1)      
Number of banking payment transactions (in millions)(4) ..  345.7 466.0 502.9 370 406 
Number of clearing transactions (in millions)(4) ................  1,492.4 810.9 682.9 488 639 
Number of E-Banking workstations ..................................  186,742 203,001 248,395 243,875 258,577 
Securities Services operating segment(1)      
Depositary Bank—Amount of Assets in custody (in € 

millions)(5) ......................................................................  41,289 54,111 56,741 55,873 58,111 
Global Custody—Amount of Assets in custody (in € 

millions)(5) ......................................................................  82,625 125,452 127,608 129,204 120,735 
Value of brokerage negotiation (in € millions) ..................  39,995 45,841 46,892 36,791 28,341 

 
(1) The figures presented above are subject to variation from period to period, including due to seasonality and acquisitions. See “—Key 

Factors Affecting Results of Operations and Financial Condition” and “Risk Factors—Risks Related to Our Business.” 

(2) Aggregates credit, charge and prepaid cards managed under the licensing model. See “ICBPI’s Business—Services—Card 
Issuing—Licensing (Card Issuing).” 

(3) Aggregates debit, credit, charge and prepaid cards managed under the licensing or servicing model. See “ICBPI’s Business—Services—Card 
Issuing” and “ICBPI’s Business—Services—Merchant Acquiring and POS.” 

(4) Clearing transactions includes certain banking payment transaction 

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

CartaSi 

Number of Managed Cards 

Number of managed cards measures the stock of payment cards (including debit, charge, prepaid and credit 
cards) that the ICBPI Group manages at the end of a particular period. This performance measure is monitored because 
part of the operating revenue in the ICBPI Group’s card issuing business is driven by fixed annual fees per payment card, 
such that the stock of managed cards impacts operating revenue. In addition, fluctuations in the number of managed cards 
drives that part of operating costs which relates 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 the ICBPI Group 
executes in the card issuing and merchant acquiring and POS management businesses, respectively, during a particular 
period. This performance indicator is tracked because the ICBPI Group charges percentage fees in these businesses that 
are based on the value of each transaction. Fluctuations in the aggregate value of card transactions therefore impact 
operating revenue. Furthermore, the magnitude of credit losses and cases of fraud typically correlates with the aggregate 
value of managed card transactions. 

Number of Managed Transactions 

This performance indicator measures the aggregate number of payment card transactions that the ICBPI Group 
executes in the card issuing and merchant acquiring and POS management businesses, respectively, during a particular 
period. This performance indicator is reviewed because part of the operating revenue generated in these businesses is 
driven by flat fees for each managed transaction. Variation in the number of managed transactions therefore affects 
operating revenue. Additionally, the ICBPI Group tracks this performance indicator because the number of managed 
transactions 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 the ICBPI Group manages in the merchant acquiring 
and POS business at the end of a particular period. The ICBPI Group monitors this performance indicator because it 
typically receives a fixed, monthly management fee for each managed POS. As a result, fluctuations in the number of 
managed POS influence operating revenue. In addition, the 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 ATMs that the ICBPI Group manage in our ATM 
Management business unit, which forms part of our CartaSi operating segment, at the end of a particular period. The 
ICBPI Group monitor this performance indicator because the ICBPI Group typically receive a fixed fee for each ATM 
that the ICBPI Group manage, such that fluctuations in the number of managed ATMs impact our operating revenue. In 
addition, the number of managed ATMs drives certain operating costs such as costs related to maintenance and technical 
customer care. 

Payments 

Number of Banking Payment Transactions 

This performance indicator measures the aggregate value of banking payment transactions the ICBPI Group 
execute in our banking and clearing services business unit, which is part of our Payments operating segment, during a 
particular period. The ICBPI Group monitor this performance indicator because the ICBPI Group typically charge a fixed 
fee for each banking payment transaction the ICBPI Group execute and thus the total number of transactions drives the 
operating revenue generated by this business unit. The ICBPI Group also track the number of banking payment 
transactions because part of our operating costs (such as costs related to IT processing and check processing) correlate 
with the number of these transactions. 

Number of Clearing Transactions 

This performance indicator measures the aggregate value of clearing transactions the ICBPI Group executes in 
the banking and clearing services business unit, which forms part of the Payments operating segment, during a particular 
period. The ICBPI Group tracks this performance indicator because it typically charges a fixed fee for each executed 
clearing transaction and thus the total number of transactions drives the operating revenue generated by this business 
unit. In addition, the number of transactions drives certain operating costs such as IT processing costs. 

Number of E-Banking Workstations 

This performance indicator measures the number of clients in the digital corporate banking business unit within 
the Payments operating segment. Monitoring the number of e-banking workstations assists in tracking the number of 
customers which impacts the operating revenue generated by this business unit. The ICBPI Group also monitors this 
performance measure because part of its operating costs (such as facility management and maintenance) are impacted by 
the number of workstations. 



Securities Services 

Depositary Bank—Amount of Assets in Custody 

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

Global Custody—Assets in Custody 

This performance indicator measures the total assets in custody held by the ICBPI Group’s global custody 
business unit, which forms part of the Securities Services operating segment, at the end of a particular period. Since the 
ICBPI Group charges fees partly 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 ICBPI Group’s operating 
costs (such as costs related to IT processing, newswires 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 the ICBPI Group negotiates as 
broker for its customers in the investment services business unit within the Securities Services operating segment. Since 
brokerage fees are mainly based on the value of the transaction the ICBPI Group negotiates, this measure provides 
insight into drivers of the operating revenue generated in this business unit. The aggregate value of brokerage 
negotiations also drives certain operating including costs related to market access, commercial agents, brokers and IT 
processing. 

 

 

ICBPI is regulated as a bank by the Bank of Italy and the ECB, while CartaSi is regulated as a payment 
institution by the Bank of Italy. Due to the regulatory regimes applicable to the ICBPI Group’s businesses, it is required 
to comply with certain liquidity standards and capital adequacy requirements (including those set forth in (i) Regulation 
(EU) No. 575/2013 of the European Parliament and of the Council of June 26, 2013, setting out prudential requirements 
for credit institutions and investment firms (“CRR”) and (ii) Directive 2013/36/EU of the European Parliament and of 
the Council of June 26, 2013, on access to the activity of credit institutions and the prudential supervision of credit 
institutions and investment firms (“CRD IV” and, together with the CRR, the “CRD IV Package”)). See “Regulation.” 

To protect against credit risk, operational risk, market risk, systemic risk, pension risk, concentration risk, 
strategic risk, reputational risk, liquidity risk and legal risk the CRD IV Package requires the ICBPI Group to maintain 
certain minimum amounts of CET1 capital, Tier 1 Capital and Tier 2 Capital. Compliance with these capital requirements 
is monitored on the basis of capital ratios (including the CET1 capital ratio, Tier 1 capital ratio and Total capital ratio) 
that track the amounts of these capital components as a percentage of our weighted exposure to each of these risks. 

In the business plan discussed with the Bank of Italy in connection with the ICBPI Acquisition, we presented 
guidance targeting a minimum consolidated CET1 capital ratio of 14% for distribution of dividends by ICBPI. In 2015, 
the Bank of Italy undertook a standard review of our capital ratio requirements which is referred to as a supervisory 
review and evaluation process (“SREP”). Following that review, the ICBPI Group’s CET1 capital ratio and Tier 1 capital 
ratio requirements decreased to 6.30% (from 7.00%) and 8.00% (from 8.50%) respectively. Our total capital ratio 
requirement decreased to 10.25% (from 11.5%). 

ICBPI and CartaSi are also required to comply with liquidity standards and capital adequacy requirements on an 
unconsolidated basis. ICBPI’s Group-level capital ratios are typically more constraining than ICBPI’s and CartaSi’s 
unconsolidated capital ratios. For example, as of December 31, 2015, ICBPI on an unconsolidated basis had a CET1 
capital ratio of 31.4%, while CartaSi on an unconsolidated basis had a Tier 1 capital ratio of 49.7%. 

Calculation of Capital Requirements and Risk Weighted Assets 

In accordance with the CRD IV Package and applicable banking regulations, the ICBPI Group’s Risk Weighted 
Assets are computed as the sum of its capital requirements divided by 8%. Our capital requirements include: 



Credit and Counterparty Risk 

The ICBPI Group’s credit and counterparty risk requirement (measured at the level of HoldCo) was 
€152.2 million as of September 30, 2016. The ICBPI Group computes credit and counterparty risk according to CRD IV, 
using the standardized method. According to this method, on- and off-balance sheet assets carrying credit and 
counterparty risk are weighted using percentage weights which depend on different factors such as the type of asset and 
its rating. The capital requirement is then computed by multiplying credit and counterparty weighted assets by 8%. 

 As of September 30, 2016 

 Book Value 
Average 
Weight RWAs 

 (in € millions, except for percentages) 
Available-for-sale financial assets .............................................................................  2,551 7% 180 
Loans and receivables with banks..............................................................................  1,893 15% 298 
Loans and receivables with customers .......................................................................  3,25 22% 721 
—o/w: Credit cards receivables (guaranteed by bank) ..............................................  1,842 20% 368 
—o/w: Current accounts ............................................................................................  122 74% 90 
—o/w: Other (mainly guarantee deposits and reverse repos) ....................................  1,286 20% 263 
Equity investments .....................................................................................................  8 250% 21 
Property, equipment and investment property ...........................................................  164 100% 164 
Other assets ................................................................................................................  3,022 13% 400 
Total Excluding Off-Balance Sheet ........................................................................  10,889 16% 1,784 
Off-Balance Sheet Assets ..........................................................................................  2,504 4% 118 
Total Including Off-Balance Sheet .........................................................................  13,393 14% 1,902 
Capital Requirement (RWAs × 8%) ......................................................................    152 

The ICBPI Group’s credit and counterparty risk depends on the size and riskiness of its on- and off-balance 
sheet assets and tends to grow in line with the growth of their notional amounts. 

Market Risk 

The ICBPI Group’s market risk requirement (measured at the level of HoldCo) was €2.4 million as of 
September 30, 2016. ICBPI computes market risk according to CRD IV, using internal models which rely on the 
computation of the value at risk (“VaR”) of our trading positions, as well as back-testing and stress-testing. Our market 
risk depends primarily on the size and volatility of our held-for-trading portfolio. 

Operational Risk 

The ICBPI Group’s operational risk requirement (measured at the level of HoldCo) was €113.2 million as of 
September 30, 2016. The ICBPI Group computes operational risk according to CRD IV, using the basic method. 
According to this method, the capital requirement is equal to 15% of the average for the past three accounting years of 
the “relevant indicator,” an income statement aggregate which is computed as indicated in EU Regulation No 575/2013, 
Article 316. The relevant indicator for ICBPI is equal to the sum of total income and other operating income in ICBPI’s 
Financial Statements. 

 Year ended December 31, 
 2013 2014 2015 
 (in € millions) 

Total income ..............................................................................................................  426 438 441 
Other operating income .............................................................................................  309 332 318 
Relevant indicator ....................................................................................................  735 770 758 
Average of the last three years ................................................................................  N/A N/A 754 
Capital Requirement (average × 15%) ..................................................................  N/A N/A 113 

The ICBPI Group’s operational risk depends on the size of its revenues and tends to grow in tandem with 
revenues. 

Additional Discretionary Capital Requirements 

Historically, the ICBPI Group was subject to an operational risk add-on imposed by the Bank of Italy. This 
represented a discretionary regulatory capital requirement mandated by the Bank of Italy pursuant to communication 
no. 206782, dated February 25, 2009, following the Bank of Italy’s audit of the ICBPI Group between October 20, 2008 
and December 19, 2008. The additional requirement was imposed in consideration of the ICBPI Group’s exposure to 



operational risk, reputational risk and deficiencies in related controls and was equal to 100% of the capital requirement 
for operational risk from time to time. Pursuant to communication no. 0950748 of September 11, 2015, the Bank of Italy 
acknowledged the initiatives put in place by the ICBPI Group to remove the aforementioned deficiencies, and removed 
the operational risk add-on starting from the regulatory reporting period ended on September 30, 2015. 

Discussion of Tier 1 Capital Ratio 

The following table provides an overview of the ICBPI Group’s own funds, exposures, capital requirements and 
capital ratios as of September 30, 2015 and 2016, and as of December 31, 2013, 2014 and 2015, in each case, as reported 
pursuant to IFRS. 

 As of December 31, As of September 30, 
 2013 2014 2015(6) 2015 2016(6) 
 (in € millions, except where stated otherwise) 

Own funds(1)      
Common Equity Tier 1 (CET1)(2) ......................................  — 667.1 540.8 727.1 714.7 
Tier 1 capital(3) ...................................................................  555.7 667.1 540.8 727.1 714.7 
Tier 2 capital(4) ...................................................................  31.2 16.0 — 8.5 3.4 
Total own funds................................................................  586.9 683.1 540.8 735.5 718.1 
Capital Requirements      
Credit and counterparty risk ..............................................  110.7 145.4 141.8 156.1 152.2 
Market risk .........................................................................  0.9 1.2 1.1 1.2 2.4 
Operational risk .................................................................  66.2 112.9 113.2 112.9 113.2 
Other calculation elements(5) ..............................................  66.2 112.9 — — — 
Total prudential requirements........................................  244.0 372.5 256.1 270.1 267.8 
Risk-Weighted Assets and capital ratios      
Risk-weighted assets ..........................................................  3,049.5 4,655.6 3,200.7 3,377.0 3,347.1 
CET1 capital ratio ..............................................................  — 14.33% 16.89% 21.53% 21.35% 
Tier 1 capital ratio ..............................................................  18.22% 14.33% 16.89% 21.53% 21.35% 
Total capital ratio ...............................................................  19.25% 14.67% 16.89% 21.78% 21.45% 
Capital buffer above 14% CET1 capital ratio(7)  43.3 

 
(1) CET1 Capital, Tier 1 Capital and Tier 2 Capital were all calculated in accordance with then-applicable regulations. These regulations have 

changed between the periods presented and, as a result, the values presented are not directly comparable. 

(2) Common Equity Tier 1 Capital is the primary measure of a bank’s financial strength from a regulatory perspective. It is composed mainly of 
equity capital, net of regulatory deductions. 

(3) Tier 1 capital is a measure of a bank’s financial strength from a regulatory perspective. It consists of CET1 capital and Additional Tier 1 
Capital. 

(4) Tier 2 Capital is a measure of a bank’s financial strength from a regulatory perspective. ICBPI’s Tier 2 Capital consists entirely of 
unrealized gains from our AFS Portfolio, which are partially excluded from CET1 Capital and added back to Tier 2 Capital pursuant to 
transitional rules under CRD IV. 

(5) Represents a discretionary regulatory capital requirement mandated by the Bank of Italy pursuant to communication no. 206782, dated 
February 25, 2009, following the Bank of Italy’s audit of the ICBPI Group between October 20, 2008 and December 19, 2008. The 
additional requirement was imposed in consideration of the ICBPI Group’s exposure to operational risk, reputational risk and deficiencies in 
related controls and is equal to 100% of the capital requirement for operational risk from time to time. The Bank of Italy repealed this 
discretionary regulatory capital requirement with effect as of September 30, 2015, pursuant to communication no. 0950748, dated 
September 11, 2015. 

(6) The figures as of December 31, 2015 and September 30, 2016 included in these columns are measured at HoldCo level. 

(7) On the basis of our Pro Forma CET1 Capital Ratio, HoldCo’s excess capital above a 14% CET1 capital ratio would have been €43.3 million 
as of September 30, 2016. 

The Bank of Italy recently undertook a standard review of the ICBPI Group’s capital ratio requirements which is 
referred to as a supervisory review and evaluation process (“SREP”). Following that review, the ICBPI Group’s CET1 
capital ratio and Tier 1 capital ratio requirements decreased to 6.30% (from 7.00%) and 8.00% (from 8.50%) 
respectively. Our total capital ratio requirement decreased to 10.25% (from 11.5%). They are less onerous than the 
requirements imposed on other major Italian banks. For example, according to releases issued by these banks in 
December 2016, Intesa Sanpaolo’s post SREP CET1 capital ratio requirement is 7.25% and its total capital ratio 
requirement is 9.5%, while UniCredit’s post SREP CET1 capital ratio requirement is 8.75% and its total capital ratio 
requirement is 12.25%. Set forth below is a discussion of the ICBPI Group’s Tier 1 capital ratio for each of the periods 
presented: 



The ICBPI Group’s Tier 1 capital ratio (measured at the level of HoldCo) increased by 446 basis points, from 
16.89% as of December 31, 2015, to 21.35% as of September 30, 2016. 

The ICBPI Group’s Tier 1 capital ratio increased by 256 basis points from 14.33% as of December 31, 2014 
(measured at the level of ICBPI), to 16.89% as of December 31, 2015 (measured at level of HoldCo). This increase was 
primarily due to change in parameter of consolidation that, starting from the end of 2015, includes HoldCo. 

The ICBPI Group’s Tier 1 capital ratio decreased by 389 basis points from 18.22% as of December 31, 2013, to 
14.33% as of December 31, 2014. This decrease was primarily due to changes introduced by the Basel III Framework. 
Based on internal valuations, the new regulations decreased the ICBPI Group’s Tier 1 capital ratio as of December 31, 
2013 by 540 basis points. Three main drivers accounted for this decrease. First, the ICBPI Group’s Tier 1 capital ratio 
increased by 70 basis points due to different treatment of capital reserves and of the minority interest held in Equens SE 
under the Basel III Framework. Under the previous framework, 50% of our investment in Equens SE was deducted from 
the ICBPI Group’s Tier 1 capital and 100% of its investment in Equens SE was deducted from its total own funds. Under 
the Basel III Framework, by contrast, these deductions no longer applied to the full value of the investment but only to 
the value of any goodwill recorded in connection with the acquisition of the minority interest. The balance of the ICBPI 
Group’s investment in Equens SE is considered in its credit risk. Second, the ICBPI Group’s Tier 1 capital ratio 
decreased by 220 basis points following an increase in its capital requirements for credit and counterparty risk due to a 
different treatment of the exposure CartaSi incurs to partner banks when funding payables of customers using CartaSi’s 
charge cards. Under the previous framework, these receivables assets were considered to be part of a payments institution 
and thus risk-weighted at 0%. Under the Basel III Framework, however, the credit and counterparty risk is now allocated 
to the banking group in whole and thus risk-weighted at 20%. Third, our Tier 1 capital ratio decreased by 195 basis 
points following an increase in our capital requirements for operational risk, due to the consideration of the line item 
other net operating (expenses)/income for purposes of the calculation of operating risk under the basic method. In 
addition, this resulted in an equivalent decrease of 195 basis points for the ICBPI Group’s Tier 1 capital ratio following 
the increase in capital requirements pursuant to the discretionary requirement accounted for under other calculation 
elements. We estimate that the ICBPI Group’s Tier 1 capital ratio, net of the adjustments pursuant to the Basel III 
Framework, increased by 150 basis points primarily due to higher Tier 1 capital resulting from retained earnings in 2014. 

Liquidity and Capital Resources 

Overview 

The principal source of liquidity for the Sponsors’ HoldCos is expected to be distributions made by HoldCo, as 
supplemented by drawings under the Revolving Credit Facility. The ability of HoldCo to make distributions to the 
Sponsors’ HoldCos will depend on its receipt of dividends from HoldCo, which ultimately will rely on distributions 
made by ICBPI and Mercury Payments Bidco. 

ICBPI’s ability to make distributions to HoldCo will be based, among other things, on annual profits or 
distributable reserves as disclosed in ICBPI’s Audited Financial Statements and ICBPI’s compliance with certain capital 
adequacy measures. See “Risk Factors—Risks Related to the Financial Profile of the Issuer and the Sponsors’ 
HoldCos—The Issuer is a finance subsidiary that has no revenue-generating operations of its own and will be dependent 
upon payments by the Sponsors’ HoldCos under the Proceeds Loans to meet its obligations under the Notes, and the 
Sponsors’ HoldCos are dependent upon dividend payments from HoldCo to fund payments on the Proceeds Loans.” For 
an analysis of the Sponsors’ HoldCo’s notional liquidity as of the Completion Date, see “Summary—Summary Historical 
Financial and Other Information—Summary Combined Group Pro Forma Financial Information—Adjusted Pro Forma 
Profit Available to Sponsors’ HoldCos and Sponsors’ HoldCos Liquidity.” 

The Issuer’s ability to generate sufficient cash for its debt service and ongoing operations depends on the 
operating performance and liquidity of HoldCo and its subsidiaries, which in turn depends to some extent on general 
economic, financial, industry, regulatory and other factors, many of which are beyond the Issuer’s and the Combined 
Group’s control, as well as other factors discussed in “Risk Factors.” 

HoldCo also has access to funds under the Revolving Credit Facility. The availability of the Revolving Credit 
Facility will be subject to certain conditions. We anticipate that the Acquisition Vehicles will be highly leveraged for the 
foreseeable future, and under certain circumstances, limited from making drawings under the Revolving Credit Facility if 
they are not meeting a financial maintenance covenant. The Acquisition Vehicles’ high level of debt may have important 
negative consequences for you. See “Risk Factors.” There are also limitations on our ability to obtain additional debt or 
equity financing. See “Description of the Notes—Certain Covenants Applicable to the Issuer,” “Description of the 
Notes—Specified Defaults—Indebtedness” and “Description of Other Indebtedness—Revolving Credit Facility 
Agreement.” In addition, any additional indebtedness that we do incur could reduce the amount of our cash flow available 
to make payments on our then existing indebtedness, including under the Notes offered hereby, and increase our 
leverage. 



Cash Flows 

Liquidity, Funding and Intragroup Funding 

ICBPI uses funding from surplus liquidity generated by its Securities Services operating segment and Payments 
operating segment partly to fund CartaSi’s receivables from cardholders in its card issuing business and merchants in its 
merchant acquiring business. Remaining liquidity is then invested mainly in government bonds or in the interbank 
market. Due to the volatility of some balance sheet items, which are linked to the volume of transactions executed by 
ICBPI with its customers across the company’s operations, daily average volumes provide a better illustration of ICBPI’s 
liquidity, funding and intragroup funding than year-end figures. 

The following table provides an overview of average daily balances in the sources and uses of the ICBPI 
Group’s funding for ICBPI S.p.A. for the years ended December 31, 2013, 2014 and 2015, and for the nine months ended 
September 30, 2015 and 2016. 

 As of and for the year ended December 31, 

As of and for the nine 
months ended 
September 30, 

 2013 2014 2015 2015 2016 
 (in € millions) 

ICBPI S.p.A.      
Sources      
Interbank Deposits .............................................................  1,343.0 1,235.1 372.8 397.0 427.2 
Current Bank Accounts ......................................................  1,595.6 1,327.0 1,155.9 1,145.3 908.8 
Securities Services Deposits ..............................................  1,703.9 2,378.4 3,682.7 3,706.7 4,517.6 
Payments Deposits .............................................................  798.9 798.1 834.5 809.8 863.7 
Other Liabilities .................................................................  262.8 271.3 198.5 214.9 211.9 
Equity.................................................................................  640.8 715.4 759.6 763.0 759.7 
Total Sources ....................................................................  6,345.0 6,725.4 7,004.0 7,036.7 7,688.8 
Uses      
Interbank Deposits .............................................................  801.4 1,175.8 1,518.6 1,484.7 2,065.1 
Current Bank Accounts ......................................................  365.9 438.8 484.8 479.5 627.3 
AFS Portfolio .....................................................................  2,344.4 2,515.9 2,447.9 2,566.2 2,698.9 
CartaSi Loan ......................................................................  1,361.0 1,248.0 1,239.5 1,264.6 1,165.8 
Equity Investments ............................................................  522.0 498.8 493.2 493.0 537.5 
Other Assets .......................................................................  950.2 848.0 819.9 748.5 594.2 
Total Uses .........................................................................  6,345.0 6,725.4 7,004.0 7,036.7 7,688.8 

 



The following table provides an overview of average daily balances in the sources and uses of the ICBPI 
Group’s funding for CartaSi S.p.A. for the years ended December 31, 2013, 2014 and 2015, and for the nine months 
ended September 30, 2015 and 2016. 

 As of and for the year ended December 31, 

As of and for the nine 
months ended 
September 30, 

 2013 2014 2015 2015 2016 
 (in € millions) 

CartaSi S.p.A.      
Sources      
Loan from ICBPI ...............................................................  1,361.0 1,248.0 1,239.5 1,264.6 1,165.8 
Payables to other banks......................................................  547.0 496.0 453.1 425.5 431.7 
Equity and other liabilities .................................................  441.0 450.0 533.2 465.4 732.0 
Total Sources ....................................................................  2,349.0 2,194.0 2,225.8 2,155.5 2,329.5 
Uses      
Issuing receivables .............................................................  1,989.0 1,835.0 1,816.1 1,807.9 1,632.1 
Acquiring receivables ........................................................  178.0 161.0 160.6 162.7 161.5 
Fixed and other assets ........................................................  182.0 198.0 249.1 184.9 535.9 
Total Uses .........................................................................  2,349.0 2,194.0 2,225.8 2,155.5 2,329.5 

Capital Expenditures 

To support its business strategy and development plans, the ICBPI Group regularly incurs capital expenditures. 
The following table presents the ICBPI Group’s capital expenditures by period. 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 ICBPI Group’s ICT infrastructure, software, POS terminals and 
ATMs. We expect maintenance capital expenditures in the year ending December 31, 2016 and in future periods to 
increase due to the gradual implementation of a revised policy on the capitalization of ICT expenditures, as described 
“Summary—Summary Historical Financial and Other Information.” 

 Year ended December 31, 
Nine months ended 

September 30, 

Twelve 
months ended 
September 30, 

 2013 2014 2015 2015 2016 2016 
 (in € millions) 

Expansion capital expenditures.............................  5.6 27.6 — — — — 
Maintenance capital expenditures .........................  26.3 37.2 33.0 21.2 44.8 56.6 
Capital expenditures ...........................................  31.9 64.8 33.0 21.2 44.8 56.6 

For the twelve months ended September 30, 2016, the ICBPI Group’s expansion capital expenditures primarily 
related to €56.6 million. 

For the nine months ended September 30, 2016, the ICBPI Group did not incur any expansion capital 
expenditures. The maintenance capital expenditures of €44.8 million primarily related to ICT expenses for €25.0 million, 
purchases and maintenance of POS and ATM property for €14.8 million and other intangibles for €3.8 million, primarily 
related to transformation program advisory cost. 

For the nine months ended September 30, 2015, the ICBPI Group did not incur any expansion capital 
expenditures. The maintenance capital expenditures of €21.1 million primarily related to purchases and maintenance of 
POS and ATM property for €13.0 million and intangible assets for €8.0 million. 

For the year ended December 31, 2015, the ICBPI Group did not incur any expansion capital expenditures. The 
maintenance capital expenditures of €33.0 million primarily related to purchases and maintenance of POS and ATM 
property for €19.2 million, other equipment for €1.6 million and intangible assets for €12.2 million. 

For the year ended December 31, 2014, expansion capital expenditures primarily related to the acquisitions of 
ICCREA’s depositary bank activities for €21.6 million and of C-Card S.p.A. and Unicard S.p.A. for €5.9 million. The 
ICBPI Group’s maintenance capital expenditures primarily related to purchases and maintenance of POS and ATM 
property for €19.9 million, other equipment for €2.3 million and intangible assets for €14.9 million. 

For the year ended December 31, 2013, expansion capital expenditures primarily related to the acquisition of 
real estate property in Cividale del Friuli, Italy by HelpLine for €5.6 million. The ICBPI Group’s maintenance capital 



expenditures primarily related to purchases and maintenance of POS and ATM property for €15.8 million, other 
equipment for €3.1 million and intangible assets for €7.4 million. 

Pro Forma Contractual Obligations of the Sponsors’ HoldCos and Residual Maturity of Banking Book Liabilities of 
ICBPI 

The following pro forma contractual obligations and principal payments identify what payments the Sponsors’ 
HoldCos would have been obligated to make as of September 30, 2016, after giving effect to the Transactions. 

 Payments due by period 

 Total 
Less than 

1 year 1 - 5 years 
More than 

5 years 
 (in € millions) 

Revolving Credit Facility(1)......................................................................  — — — — 
Notes offered hereby(2) .............................................................................  600 — 600 — 
Original Notes(2) .......................................................................................  1,100 — 1,100 — 
Private Placement Notes(2) .......................................................................  600 — 600 — 
Total ........................................................................................................  2,300 — 2,300 — 

 
(1) Assumes that the €100.0 million Revolving Credit Facility remains undrawn after giving effect to the Transactions. 

(2) Amount represents the aggregate principal amount at the time of issuance, assuming that no PIK Interest is paid during the life of the notes. 

The information presented in the table above reflects our estimates of the contractual maturities of our 
obligations. These maturities may differ significantly from the actual maturity of these obligations. 

The following table identifies the residual maturity (by repricing date) of the liabilities of ICBPI on its banking 
book as of September 30, 2016. As of September 30, 2016, ICBPI does not have any long-term debt obligations or 
obligations under finance leases. 

 Payments due by period 

 Total On demand 
Up to 3 
Months 

More than 3 
Months 

 (in € millions) 
Current accounts due to customers ..........................................................  4,961 4,961 — — 
Other liabilities due to customers ............................................................  1,411 495 917 — 
Current accounts due to banks .................................................................  442 772 — — 
Other payables due to banks ....................................................................  200 199 1 — 
Total ........................................................................................................  7,344 6,427 918 — 

 Post-Employment and Pension Obligations 

Italian law provides that, upon termination of employment, Italian employees are entitled to severance pay 
(trattamento fine rapporto) based on their annual salary, length of employment and the rate of inflation. As of 
September 30, 2016, the ICBPI Group’s post-employment benefit obligations totaled €23.4 million. These 
post-employment benefits accrue over the employment term and are recognized under personnel expense. Additionally, 
the ICBPI Group offers internal pension plans that are considered defined benefit plans for accounting purposes. As of 
September 30, 2016, the ICBPI Group’s provisions for pension and similar obligations totaled €0.9 million. 

We have historically funded payments required to be made under these post-employment and pension plans with 
cash flow from operating activities, and we anticipate continuing to do so. 

Qualitative Disclosure on Risk 

Credit Risk 

We believe that the ICBPI Group’s credit risk is generally limited because its partner banks assume the ultimate 
credit risk for payment cards under their contracts. With respect to CartaSi’s card issuing business, the ICBPI Group’s 
main credit risk relates to payment defaults by cardholders to whom we have directly issued cards without the use of an 
intermediary partner bank. With respect to the ICBPI Group’s merchant acquiring business, the ICBPI Group’s main 
credit risk arises out of the two to three business day delay between the time when we credit a merchant’s account with 
funds and the time when we receive the funds from the card schemes, such as Visa and MasterCard. See “ICBPI’s 
Business—Funding, Settlement and Credit Risk.” 



We are also subject to credit risk arising as a result of operating irregularities (for example, charge-backs to 
merchants after complaints from cardholders or banks, or non-payment of commission by merchants). In particular, with 
respect to licensing agreements and the associate model, in the ICBPI Group’s merchant acquiring business, we are 
subject to credit risk from the ICBPI Group’sEven if we are unable to collect the chargeback amount from the ICBPI 
Group’s merchant customer, the card scheme rules require us to return the full payment amount, including the issuer fee 
and scheme interchange fees, to the card issuing bank (paying via the card schemes). See “Risk Factors—Risks Related to 
Our Business—We are subject to potential credit risk from our customers, as well as short term credit risk from our 
partner banks, and if a significant number of cardholders, merchants or partner banks were to fail to satisfy their 
obligations on time, we could experience material losses.” 

We monitor all the ICBPI Group’s lending transactions to ensure that they comply within the ICBPI Group’s 
maximum operating limits and/or caps. However, there can be no assurance that the ICBPI Group’s monitoring 
procedures are effective at all times and operating limits have historically been exceeded. We also assess the lending 
process to ensure that the ICBPI Group’s credit risk is appropriately managed, and we monitor compliance with risk 
concentration restrictions on a daily basis. However, there can be no assurance that the procedures designed to limit the 
ICBPI Group’s risk concentration are always effective and we have historically identified overruns of the ICBPI Group’s 
large exposure limits. In March 2014, for instance, we identified two such overruns, with one resulting from technical 
issues and the other from the delayed recording of forward hedges of large amounts. We issue credit cards only pursuant 
to what we believe to be a suitable investigation of the potential cardholder, and we continuously monitor credit risk over 
the period of the credit card’s validity. 

For a more detailed description of the credit risk inherent in the ICBPI Group’s business, see section 1.1 of 
Part E of each of ICBPI’s Audited Financial Statements incorporated by reference herein. 

Market Risk 

Market risk is the risk of incurring losses generated by operating on the market for financial instruments, 
currencies and commodities. We are subject to market risk through our investment and treasury transactions on EU and 
non-EU markets and the management of our banking book and day-to-day liquidity. 

The ICBPI Group has a dual-level market risk monitoring model in place. It monitors market risk on a daily 
basis using the value at risk (“VaR”) of its positions in securities and foreign currency. Its VaR testing is designed to 
generate a reasonable estimate of potential losses in normal market conditions. It is not designed to include an analysis of 
extreme events, so the group also carries out back testing and stress testing to check the level of existing risk scenarios or 
future scenarios for the current portfolio. 

Stress tests are used to test the impact of extreme conditions on our portfolio in circumstances where the 
assumptions underlying the prevailing model have been interrupted. Back testing is performed to retrospectively test the 
accuracy of the VaR by checking the consistency between the number of days on which ex post losses exceed the VaR 
and the expected probability that these events would occur. As VaR is generally calculated over a time horizon of 
10 days with a confidence level of 99%, the expected probability that a loss is greater or the same as VaR in a 10 day 
interval is 1%. 

For a more detailed description of the market risk inherent in our business, see section 1.2 of Part E of each of 
ICBPI’s Audited Financial Statements incorporated by reference herein. 

Interest Rate and Price Risk 

Trading Book 

Interest rate risk and price risk are inherent in our core banking business. The objectives and strategies 
underlying our trading activities with respect to our securities portfolio are designed to maximize profitability and exploit 
investment opportunities as part of an overall strategy to minimize interest rate risk. Our interest rate risk is modest given 
the natural matching of assets and liabilities arising from our operations. The group performs stress tests on its exposure 
to interest rate risk. 

Price risk is the risk of fluctuation in the price of financial instruments due to variations in market variables or 
due to specific factors relating to the issuers or counterparties. It can be a general risk, caused by a change in the price of 
an equity instrument due to fluctuations in the reference market, or a specific risk, caused by a change in the price of a 
specific equity instrument compared to its reference market following changes in expectations about the financial 
soundness or future profitability of the issuer. The group believes its strategy for managing price risk is prudent. The 
group monitors price risk by producing specific reports and by calculating the VaR of its positions on a daily basis. 



For a more detailed description of the interest rate and price risk inherent in our trading book, see section 1.2.1 
of Part E of each of ICBPI’s Audited Financial Statements incorporated by reference herein. 

Banking Book 

The group faces interest rate risk with respect to its banking book due to the risk of loss in value of our holdings 
in the banking book due to potential changes in interest rates. The main source of this type of risk is repricing risk, which 
is the risk arising from the mismatch of maturity dates with the repricing of assets and liabilities. In particular, the group 
faces yield curve risk arising from our exposure to changes in the slope and shape of the return curve and basis risk 
arising from a mismatch in changes in interest rates paid and received on different instruments that may have similar 
repricing characteristics. 

The group faces price risk with respect to its banking book due to the equity investments the group holds for the 
long term and due to financial instruments, mostly Italian government bonds, which are not included in the trading book, 
as they are also held for investment purposes. The board of directors is the sole body responsible for the related internal 
controls for these financial instruments. 

For a more detailed description of the interest rate and price risk inherent in the group’s banking book, see 
section 1.2.2 of Part E of each of ICBPI’s Audited Financial Statements incorporated by reference herein. 

Liquidity Risk 

Liquidity risk describes the risk that the group will be unable to raise funds on the market and/or to divest our 
assets, and includes the risk of being required to meet its commitments at non-market costs. The group believes it is not 
significantly exposed to liquidity risk, as our liabilities mainly consist of current accounts with banks or customers which 
are set up to be used for business operations rather than funding purposes. 

The ICBPI Group’s liquidity policy sets out certain actions to be performed on a daily basis to ensure a balance 
between cash inflows and outflows by monitoring existing and future financial positions. It also includes a wide range of 
indicators to facilitate the monitoring of our liquidity profile and to promptly identify any deterioration caused by internal 
or systemic factors. The group also has a contingency funding plan in place which sets out the actions to be taken if there 
is a drastic reduction in liquidity caused by either sector-wide or specific liquidity crises. The group’s monitoring of 
liquidity is consistent with the requirements of the Basel Committee as specified in the International Framework for 
Liquidity Risk Measurement, Standards and Monitoring, as well as the additional guidance and regulations issued by 
various control bodies and authorities. 

For a more detailed description of the liquidity risk inherent in the group’s business, see section 1.3 of Part E of 
each of ICBPI’s Audited Financial Statements incorporated by reference herein. 

Operational Risk 

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 defaults and natural disasters. It also comprises legal risk, including money laundering risk. 

The group manages its operational risk through specific insurance policies and through the adoption of 
appropriate internal systems and controls to identify and prevent operational defects. The group has adopted an 
operational risk framework which includes an operational risk policy and data collection methods as required by the 
Bank of Italy. The group’s operational risk policy sets out our general risk governance principles, aims, methods and 
tools. 

A fundamental operational risk mitigation tool is our business continuity and disaster recovery plan, which is 
revised annually. Business continuity includes all those measures designed to reduce to an acceptable level the damage 
caused by accidents or catastrophes that could directly or indirectly affect us, while our disaster recovery plan sets out the 
technical and organizational methods the group would use to resolve events that cause the unavailability of data 
processing centers. 

For a more detailed description of the operational risk inherent in our business, see section 1.4 of Part E of each 
of ICBPI’s Audited Financial Statements incorporated by reference herein. 



Critical Accounting Policies 

Basis of Consolidation 

The ICBPI Group determines the scope of its consolidated entities in accordance with IFRS 10 (Consolidated 
financial statements). Accordingly, the concept of control is fundamental to consolidation of all types of entities. It is the 
ICBPI Group’s policy to include an entity in its consolidated financial statements, if it exercises voting or de facto 
control over such entity. As of September 30, 2016, all of the entities consolidated in the ICBPI Group are controlled 
mainly through voting rights and the ICBPI Group holds more than half of the voting rights in each of its consolidated 
entities. As a result, the ICBPI Group did not have to perform special judgments or make significant assumptions in order 
to establish the existence of control over subsidiaries and significant influence over associates. 

Investments in subsidiaries are consolidated by combining the captions of the statement of financial position and 
income statement on a line-by-line basis. The ICBPI Group eliminates the carrying amount of the parent’s investment in 
each subsidiary and the parent’s portion of equity of each subsidiary and the equity and profit or loss attributable to 
non-controlling interests are recognized separately. Any positive differences arising from these adjustments are 
recognized as goodwill. Any negative differences are recognized in profit or loss. 

Intragroup assets and liabilities, off-statement of financial position transactions, income and expense and profits 
and losses among the consolidated companies are eliminated. The income and expenses of a subsidiary are included in 
the consolidated financial statements from the acquisition date. The income and expense of a subsidiary that is sold are 
included in the income statement up to the date of sale, when the parent ceases to control the subsidiary. 

Pursuant to IAS 28, the consolidated financial statements also include the results of investees, which are entities 
over which the group has significant influence and the power to participate in directing its financial and operating 
policies without having control or joint control. These investments are measured using the equity method which entails 
the initial recognition of the investment at cost and its subsequent measurement using the equity method. The group’s 
share of the associate’s profit or loss is recognized separately in the income statement. The difference between the 
investment’s carrying amount and the group’s share of its equity is included in the investment’s carrying amount. If there 
is indication of impairment, the group estimates the investment’s recoverable amount, considering the discounted future 
cash flows that the investee may generate, including the investment’s costs to sell. When the recoverable amount is less 
than the investment’s carrying amount, the difference is recognized in profit or loss. 

The consolidated ICBPI Group includes Oasi Diagram—Outsourcing Applicativo e Servizi Innovativi S.p.A., 
HelpLine S.p.A. and CartaSi S.p.A. Additionally, the ICBPI Group includes two equity-accounted associates, namely 
HI-MtF S.p.A., in which the parent has a 25% interest and Unione Fiduciaria S.p.A., in which the parent has a 24% 
interest. The ICBPI Group also holds a 5.8% equity interest in equensWorldline. 

Financial Assets Held for Trading 

A financial asset is classified as held for trading if it is (i) acquired principally for the purpose of selling it in the 
near term, (ii) part of a portfolio of identified financial instruments that are managed together and for which there is 
evidence of a recent actual pattern of short-term profit-taking or (iii) a derivative (except for a derivative that is an 
effective hedging instrument). 

Derivatives are recognized under assets when they have a positive fair value and under liabilities when they 
have a negative fair value. Debt and equity instruments are recognized at their settlement date while derivatives are 
recognized at their trading date. Financial assets held for trading are initially recognized at fair value, which is usually the 
transaction price, net of any directly attributable transaction costs. Financial assets or parts of financial assets are 
derecognized when the contractual rights to cash flows expire or are transferred, transferring substantially all the related 
risks and rewards. 

Available-for-Sale Financial Assets 

This category includes non-derivative financial assets that are not classified as loans and receivables, financial 
assets held for trading, held-to-maturity investments or financial assets at fair value through profit or loss. 

Available-for-sale financial assets are initially recognized at the settlement date and measured at fair value, 
which includes the directly related transaction costs. Financial assets or parts of financial assets are recognized when the 
contractual rights to cash flows expire or are transferred, transferring substantially all the related risks and rewards. 



Held-to-Maturity Investments 

This category includes debt instruments with fixed or determinable payments and fixed maturities that the 
ICBPI Group has the ability and intention to hold to maturity. If it is no longer appropriate to maintain an asset as 
classified as held to maturity following a change in the group’s intentions or ability, it is reclassified to 
“available-for-sale financial assets.” Held-to-maturity investments are initially recognized at cost, being the fair value of 
the amount traded, including any directly related costs and income. Financial assets or parts of financial assets are 
derecognized when the contractual rights to cash flows expire or are transferred, transferring substantially all the related 
risks and rewards. 

Loans and Receivables 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not 
quoted in an active market. 

Loans and receivables are initially recognized at the agreement signing date, which is usually the disbursement 
date, based on the financial instrument’s fair value, which usually equals the amount disbursed including transaction 
costs or revenue attributable to the individual loan or receivable and determinable from the transaction start date, even 
when they are disbursed subsequently. The initially recognized amount does not include costs that, despite having the 
above characteristics, are to be reimbursed by the counterparty or that are administrative costs. Financial assets or parts 
of financial assets are derecognized when the contractual rights to cash flows expire or are transferred, transferring 
substantially all the related risks and rewards. 

 

Goodwill arising on business combinations is the difference between the consideration paid, including related 
costs, and fair value of the assets acquired and the liabilities assumed at the transaction date. If the difference is positive, 
it is recognized as an asset (goodwill), being a payment by the acquiree for future economic benefits to be generated by 
assets that cannot be identified individually or recognized separately. If the difference is negative, it is recognized 
directly in profit or loss (excess cost). 

Goodwill is recognized at cost, net of accumulated impairment losses. It is not amortized. It is tested annually 
for impairment even if there are no indicators of impairment. Impairment losses on goodwill are recognized in caption 
260 “Impairment losses on goodwill” of the ICBPI Group’s income statement. They are not reversed in subsequent 
periods. 

Current and Deferred Taxes 

The ICBPI Group calculates current and deferred taxes. 

Current taxes not yet paid in whole or in part at the reporting date are recognized as tax liabilities in the 
statement of financial position. If payments on account in the current or previous reporting period exceed the related tax 
expense, the difference is recognized as a tax asset. Current and deferred taxes are recognized in caption 290 “Income 
taxes” of the income statement unless they relate to gains or losses on AFS financial assets and actuarial gains and losses, 
which are recognized directly in the valuation reserves, net of tax. 

Deferred tax assets and liabilities are recognized in the statement of financial position without offsetting as “Tax 
assets” and “Tax liabilities” respectively. The income tax expense is calculated on the basis of an estimate of the current 
and deferred tax expense and income. Specifically, deferred tax assets and liabilities are calculated on the temporary 
differences between the carrying amounts of assets and liabilities and their tax bases. The group recognizes deferred tax 
assets (in caption 140.b) for deductible temporary differences and carryforward tax losses that will reverse in subsequent 
periods when it is probable that it will make a taxable profit in the same period, according to its business plans, against 
which it can offset the deferred tax asset. Deferred tax liabilities are calculated on all taxable temporary differences, 
excluding only reserves taxed upon distribution as, given the amount of the taxed available reserves, the group does not 
expect to undertake transactions that would require their taxation. Deferred tax assets and liabilities are calculated using 
the tax rates expected to be enacted in the period in which the deferred tax asset will be recovered or the deferred tax 
liability extinguished, based on the ruling tax laws. They are remeasured regularly to reflect any changes in the tax laws 
or rates or any subjective situations in which the group may find itself. 



Provisions for Risks and Charges 

Pension and Similar Provisions 

Internal pension plans are considered to be defined benefit plans. The group calculates the related liabilities and 
current service cost using actuarial assumptions and the projected unit credit method. This method projects future 
payments using historical figures and the demographic curve and discounts these flows using a market interest rate. The 
discount rate is the average market rate at the measurement date. The present value of the group’s liability at the 
reporting date is also adjusted by the fair value of any plan assets. 

Other Provisions 

The group recognizes provisions for risks and charges when (i) it has a present legal or constructive obligation 
as a result of a past event, (ii) it is probable that an outflow of resources will be necessary to settle the obligation and 
(iii) the amount to settle the obligation can be reliably estimated. 

When the effect of the time value of money is material, the provision is discounted using the current market 
rates at the closing date. Accruals and increases due to the time factor are recognized in profit or loss. Where discounting 
is used, the increase in the provision due to the passage of time is recognized as interest expense. 

Provisions and contingent liabilities are reviewed at the end of each reporting period and adjusted to reflect the 
current best estimate. If it is no longer probable that an outflow of resources embodying economic benefits will be 
required to settle the obligation, the provision is reversed. 

Liabilities and Securities Issued 

An issued financial instrument is classified as a liability when, based on the substance of the contractual 
agreement, the group has a contractual obligation to deliver cash or another financial asset to another party. Amounts due 
to banks and customers include funding obtained on the interbank market and from customers, including through 
repurchase agreements and the placing of bonds and certificates of deposit. They also include finance lease liabilities. 

Amounts due to banks are recognized at the contract agreement date, which is usually when the group receives 
the funds and issues the debt instruments. Financial liabilities are initially recognized at fair value, which is normally the 
amount received or the issue price, plus the directly related costs/income. Internal administrative costs are excluded. 
Measurement After initial recognition, financial liabilities are measured at amortized cost using the effective interest 
method. Interest is recognized in caption 20 “Interest and similar expense” of the income statement. 

Financial liabilities, or parts thereof, are derecognized when they are extinguished, i.e., when the obligation is 
complied with, cancelled or has expired. They are also derecognized when previously issued securities are repurchased. 
The difference between their carrying amount and the amount paid to repurchase them is recognized in profit or loss. If 
the repurchased security is subsequently placed on the market again, this is treated as a new issue and is recognized at the 
new placement price. 

Financial Liabilities Held for Trading 

This caption includes derivatives held for trading with negative fair values. All financial liabilities held for 
trading are measured at fair value and the fair value gains or losses are recognized in profit or loss. The measurement and 
recognition criteria are identical to those used for financial assets held for trading. 

Business Combinations 

Assets and liabilities deriving from business combinations are recognized at their acquisition-date fair value. 
After allocating the acquisition price to the assets acquired, liabilities assumed and contingent liabilities to obtain their 
fair value, any positive difference is recognized as goodwill. After initial recognition, goodwill is tested for impairment. 
If the allocation of the acquisition cost to the assets acquired, liabilities assumed (and contingent liabilities) gives rise to a 
negative difference, this is taken to profit or loss. 

Estimates and Assumptions 

The consolidated financial statements captions are measured using the policies set out in ICBPI’s Audited 
Financial Statements incorporated by reference herein. Application of these policies sometimes involves the adoption of 
estimates and assumptions that may have a significant effect on the carrying amount of assets and liabilities, income and 
expenses. The use of reasonable estimates is an essential part of the preparation of financial statements but must not 



affect their reliability. The financial statements captions affected to a greater extent by the use of estimates and 
assumptions include the following: 

• measurement of financial assets not listed on active markets; 

• measurement of intangible assets and equity investments; 

• quantification of accruals to provisions for risks and charges; and 

• quantification of deferred liabilities. 

A change in an accounting estimate may occur due to changes in the circumstances on which the estimate was 
based or as a result of new information or more experience. The effect of a change in an accounting estimate is 
recognized prospectively by including it in profit or loss of the period of the change and, if the change affects future 
periods, also in future periods. 

Fair Value Disclosure 

The IFRS require that financial products classified in the held-for-trading or available-for-sale portfolios be 
measured at fair value. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants on the principal market at the measurement date. Fair value is a 
market-based measurement, not an entity-specific measurement. When measuring fair value, an entity uses the 
assumptions that market participants would use when pricing the asset or liability under current market conditions, 
including assumptions about risk. 

The IFRS establish a hierarchy for measuring fair value of financial instruments depending on the entity’s use of 
discretion, prioritizing the use of relevant observable inputs that reflect the assumptions that market participants would 
use to price assets/liabilities. The fair value hierarchy has three input levels: 

• Level 1.  Quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can 
access at the measurement date; 

• Level 2.  Inputs other than quoted prices included within level 1 that are observable for the asset or 
liability, either directly (prices) or indirectly (derived from prices); and 

• Level 3.  Unobservable inputs for the asset or liability. 

The decision about which level to use is not optional as they are to be applied in hierarchical order. 

Highest priority is given to official prices available on active markets for the assets or liabilities to be measured 
(level 1) or assets and liabilities measured using techniques based on parameters observable on the market other than 
prices (level 2) and the lowest priority is given to assets and liabilities whose fair value is calculated using techniques that 
are based on unobservable inputs and which are, therefore, more discretional (level 3). The ICBPI Group uses the 
reporting date market price for instruments listed on active markets (level 1). 

The fair value of financial instruments not listed on active markets is measured using techniques mainly based 
on discounting cash flows. These techniques consider all the factors that the market uses to set the price which are mainly 
inputs observable on the market (level 2). 

The valuation model adopted for a financial instrument is the same over time, adjusted only in the case of 
significant changes in market conditions or subjective changes affecting the issuer. 

In addition, we have presented certain key operating metrics at the level of the Combined Group even though we 
may not have owned or controlled certain businesses or entities for the entire duration of the periods presented. 

HoldCo’s lack of operating history as a combined company and the challenge of integrating previously 
independent businesses make evaluating its business and its future financial prospects difficult. Its potential for future 
business success and operating profitability must be considered in light of the risks, uncertainties, expenses and 
difficulties typically encountered by recently organized or combined companies. 



MERCURY PAYMENTS BUSINESS’S MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL 
CONDITION AND RESULTS OF OPERATIONS 

Overview 

We acquired the Mercury Payments Business from Intesa Sanpaolo on December 15, 2016. The Mercury 
Payments Business adds major card issuing and acquiring and POS processing and servicing capabilities to complement 
the capabilities of CartaSi. The Mercury Payments Business benefits from servicing the credit, debit and prepaid card 
issuing needs of Intesa Sanpaolo, one of the largest banking groups in Italy. In addition, Mercury Payments Business also 
has a proprietary payment processing platform that serves the Intesa Sanpaolo Group’s merchant acquiring business. 

In connection with the Mercury Payments Acquisition, we also acquired Mercury Processing International, a 
payment processor that serves local banks of the Intesa Sanpaolo Group in Central and Eastern Europe, with 
approximately 6.0 million cards, as well as 215,000 POS and 2,300 ATMs managed as of September 30, 2016. Mercury 
Processing International provides us optionality for expanding our footprint outside Italy. 

For the twelve months ended September 30, 2016, Mercury Payments Business would have generated 
€136.4 million in operating revenue and €83.6 million in combined segment normalized EBITDA (before pro forma 
adjustments and synergies). For the twelve months ended September 30, 2016, Mercury Processing International would 
have generated €38.5 million in revenues and €9.2 million in combined segment normalized EBITDA (before pro forma 
adjustments and synergies). We expect to achieve €20.0 million in synergies, with full realization between 2019 and 
2020, from the Mercury Payments Acquisition as a result of the migration of certain acquiring processing to the Mercury 
Payments Business and certain other in-house developments. 

Key Factors Affecting Results of Operations and Financial Condition 

Mercury Payments Business’s results of operations are impacted by several factors, including factors that 
influence the Italian payments industry as a whole. Such factors primarily include the number and volume of electronic 
payments in the Italian market, the fee levels of payment cards, as well as the number of POS and ATMs of Intesa 
Sanpaolo, and movements in each market participant’s market share.  The results of the Mercury Payments Business 
and Mercury Processing International are each also impacted by the regulatory environment, including the Interchange 
Fees Regulation, seasonality in card spending, and relationships with banks.  

Set forth below is a description of the other key factors that affected Mercury Payments Business’s results of 
operations during the periods presented. 

Customer Concentration 

Mercury Payments Business depends on its relationship governed by long-term contracts with Intesa Sanpaolo, 
one of Italy’s largest banking groups: 

• The Mercury Payments Business manages credit, debit and prepaid cards issued by Intesa Sanpaolo, 
including the authorization process, clearing activity with the operators of the payment networks, 
management of financial flows and all ancillary activities connected with the performance of the services 
under the ATM, POS and Card Issuing Contracts. In return, the Mercury Payments Business receives from 
Intesa Sanpaolo a monthly fee, with pricing tiered based on the type of card provided. The Mercury 
Payments Business also collaborates with Intesa Sanpaolo in connection with product development. 

• In addition, the Mercury Payments Business carries out the following activities: 

• Management of the authorization process relating to electronic payment transactions initiated at POS of 
Intesa Sanpaolo’s merchant customers, the management of payment flows, as well as certain ancillary 
activities including the procurement of POS terminals, monitoring activities and fraud prevention. The 
Mercury Payments Business generates revenue in its POS processing and servicing business and acquiring 
processing business under its contracts with Intesa Sanpaolo based on the value of managed transactions, 
plus a monthly fixed fee for each POS (which varies depending on whether the POS terminal is an offline 
POS or an online POS); and 

• Management of the authorization process relating to withdrawal and cash transfers through payment cards 
at Intesa Sanpaolo’s ATMs, the management of payment flows, and certain ancillary activities. 



Information and Communications Technology 

A significant part of Mercury Payments Business’s business depends on information technology. For instance, it 
relies on information and communications technology (“ICT”) platforms for the authorization of payment transactions, 
as well as for ATM management, POS management, web portals, customer relationship management (CRM) tools and 
fraud management. Expenditures for and investments in ICT are critical in Mercury Payments Business’s industry. To 
maintain the advanced ICT estate of Mercury Payments Business, we intend to continue to make investments in Mercury 
Payments Business’s ICT. In addition, the decision to insource or outsource the development, provision and maintenance 
of these systems affects Mercury Payments Business’s results of operations. Technological changes in Mercury Payments 
Business’s industry could also require significant additional investment, which would affect its results of operations. See 
“The Mercury Payments Business’s and Mercury Processing International’s Business—Information and 
Communications Technology” and “Risk Factors—Risks Related to Our Business—Our operations are dependent on ICT 
and information systems, and any disruption of information systems, whether widespread or localized, could adversely 
impact our operations.” 

Comparability of the Mercury Payments Business’s Carve-Out Financial Statements 

On December 15, 2016, Mercury Payments Bidco, a wholly owned subsidiary of HoldCo, acquired 100% of the 
equity interests in Setefi Services S.p.A. and its processing business (defined herein as the Mercury Payments Business) 
and 100% of the equity interests in Mercury Processing International from Intesa Sanpaolo. On the same date, Setefi 
Services S.p.A.’s name was changed to Mercury Payment Services S.p.A. In December 2015, in connection with Intesa 
Sanpaolo’s preparation for its sale of the Mercury Payments Business, the Mercury Payments Business entered into 
several commercial agreements with Intesa Sanpaolo relating to the provision by the Mercury Payments Business of the 
following services to Intesa Sanpaolo: 

• Management of credit, debit and prepaid cards issued by Intesa Sanpaolo, including the authorization 
process, clearing activity with the operators of the payment networks, management of financial flows and 
all ancillary activities connected with the performance of the services under the ATM, POS and Card 
Issuing Contracts. 

• Management of the authorization process relating to electronic payment transactions initiated at POS of 
Intesa Sanpaolo’s merchant customers, the management of payment flows, as well as certain ancillary 
activities including the procurement of POS terminals, monitoring activities and fraud prevention. 

• Management of the authorization process relating to withdrawal and cash transfers through payment cards 
at Intesa Sanpaolo’s ATMs, the management of payment flows, and certain ancillary activities. 

Mercury Payment Services S.p.A. prepared two sets of annual carve-out financial statements and two sets of 
condensed interim carve-out financial statements for inclusion in this Information Release (the Mercury Payments 
Business’s Carve-Out Financial Statements). The financial information included in the Mercury Payments Business’s 
Unaudited Interim Carve-Out Financial Statements as of September 30, 2016 reflect the results of the above mentioned 
servicing agreements with effect from their effective date, January 1, 2016. The financial information included in the 
Mercury Payments Business’s Carve-Out Financial Statements for any date prior to January 1, 2016 does not include the 
effects of the above-mentioned servicing agreements. 

For more information, see the Mercury Payments Business’s Carve-Out Financial Statements. 

Explanation of Key Line Items 

Financial Statements 

The following section provides a description of Mercury Payments Business’s key carve-out financial statement 
line items. For a summary of critical accounting policies affecting Mercury Payments Business’s key line items, see 
“—Critical Accounting Policies.” 

Net Fee and Commission Income 

Net fee and commission income is the sum of commission income and commission expense. This line item 
includes the income and expenses relating to services performed and received on the basis of specific contractual 
agreements such as collections and payments, management and others. Commissions are recognized in profit or loss and 
ratably allocated to the periods during which such commissions were earned. This line item only reflects fees and 
commissions paid and received in connection with Mercury Payments Business’s core activities, while the remainder of 
fees and commissions we receive are classified under other net operating income and expenses. 



Administrative Expenses 

Administrative expenses consist of the sum of personnel expense and other administrative expenses. 

Other Operating Income and Expenses 

Other operating income and expenses primarily includes income and expenses not related to other income 
statement line items that are ratably allocated to the periods during which such expenses or income were incurred. The 
revenues and costs of certain activities not core to the operations of Mercury Payments Business or ancillary (as specified 
under IFRS) are presented under this line item in the Mercury Payments Business’s Financial Statements. This line item 
primarily includes income from POS terminal service fees. 

Income Taxes 

Income taxes consist of the sum of current and deferred taxes on the profit for the period. 

Profit for the Period 

Profit (loss) for the period consists of the sum of income and expenses. 

Results of Operations 

The following table provides an overview of Mercury Payments Business’s carve-out results of operations for 
the years ended December 31, 2014 and 2015, as well as for the nine months ended September 30, 2015 and 2016 as 
reported pursuant to IFRS. 

 Year ended December 31, 
Nine months ended 

September 30, 
 2014 2015 2015 2016 
 (in € millions) 

Interest and similar income ................................................................  0.0 0.0 0.0 0.0 
Interest and similar expense ...............................................................  (0.3) (0.0) (0.0) (0.0) 

Net interest income (expense) .............................................................  (0.2) (0.0) (0.0) 0.0 
Fee and commission income ..............................................................  146.4 131.7 98.0 104.7 
Fee and commission expense .............................................................  (2.3) (2.4) (1.8) (1.4) 

Net fee and commission income ..........................................................  144.1 129.3 96.2 103.3 
Dividends and similar income ...............................................................  0.0 0.0 0.0 0.0 
Net trading/hedging income ...................................................................  0.0 0.0 0.0 (0.1) 
Net profit on sale or repurchase .............................................................  0.0 0.0 0.0 82.5 
Total income .........................................................................................  143.9 129.4 96.3 185.8 

Net impairment losses ........................................................................  (0.0) (0.0) 0.0 0.0 
Net financial income ............................................................................  143.9 129.4 96.3 185.8 

Administrative expenses: ...............................................................  (49.0) (51.7) (37.3) (39.5) 
a) personnel expense ..................................................................  (14.9) (15.5) (11.0) (11.7) 
b) other administrative expenses................................................  (34.1) (36.2) (26.3) (27.8) 

Net accruals to provisions for risks and charges ............................  (0.3) (0.1) 0.1 (0.1) 
Depreciation and net impairment losses on property .....................  (0.5) (0.8) (0.5) (0.8) 
Amortization and net impairment losses on intangible assets ........  (1.4) (1.8) (1.1) (1.6) 
Other operating expenses/income ..................................................  0.6 1.0 0.1 0.7 

Operating costs .................................................................................  (50.6) (53.4) (38.7) (41.4) 
Share of losses of investees ...................................................................  0.0 0.0 0.0 0.0 
Pre-tax profit from continuing operations.........................................  93.3 75.9 57.5 144.4 

Income taxes ......................................................................................  (30.8) (24.7) (18.7) (26.4) 
Post-tax profit from continuing operations ............................................  62.5 51.3 38.9 118.0 
Profit for the period .............................................................................  62.5 51.3 38.9 118.0 



Discussion of Results of Operations 

Comparison of the Nine Months Ended September 30, 2016 to the Nine Months Ended September 30, 2015 

Net Fee and Commission Income 

The following table provides an overview of Mercury Payments Business’s net fee and commission income by 
line item for the nine months ended September 30, 2015 and 2016, as reported pursuant to IFRS. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Net fee and commission income .....................................................................................................  96.2 103.3 

Net fee and commission income increased by €7.1 million, or 7.4%, from €96.2 million in the nine months 
ended September 30, 2015, to €103.3 million in the nine months ended September 30, 2016. The increase was mainly 
due to the fact that the new ATM, POS and Card Issuing Contracts entered into between Intesa Sanpaolo and the 
Mercury Payments Business only took effect as of January 1, 2016, such that the pertaining net fee and commission 
income is reflected in the nine months ended September 30, 2016, whereas the previous period reflected the lower 
consideration payable to the Mercury Payments Business under the earlier contract. 

Administrative Expenses 

The following table provides an overview of the Mercury Payments Business’s administrative expenses by line 
item for the nine months ended September 30, 2015 and 2016, as reported pursuant to IFRS. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Administrative expenses .................................................................................................................  (37.3) (39.5) 

Administrative expenses increased by €2.3 million, or 5.9%, from €37.3 million in the nine months ended 
September 30, 2015, to €39.5 million in the nine months ended September 30, 2016. This increase was the result of an 
increase both in other administrative expenses and payroll and related costs. 

Operating Costs 

The following table provides an overview of the Mercury Payments Business’s operating costs for the nine 
months ended September 30, 2015 and 2016, as reported pursuant to IFRS. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Operating costs ...............................................................................................................................  (38.7) (41.3) 

Operating costs increased by €2.6 million, or 6.7%, from €38.7 million in the nine months ended September 30, 
2015, to €41.3 million in the nine months ended September 30, 2016. 

Income Taxes 

The following table provides an overview of the Mercury Payments Business’s income taxes for the nine 
months ended September 30, 2015 and 2016, as reported pursuant to IFRS. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Income taxes ...................................................................................................................................  (18.7) (26.4) 



Income taxes increased by €7.7 million, or 41.2%, from €18.7 million in the nine months ended September 30, 
2015, to €26.4 million in the nine months ended September 30, 2016. The increase was due to the higher profit during the 
nine months ended September 30, 2016, compared to the previous period, and income taxes resulting from the gain 
realized in connection with the transfer of the Mercury Payments Business’s share in Visa Europe, accounting for income 
tax of approximately €5.7 million. 

Profit for the Period 

The following table provides an overview of the Mercury Payments Business’s profit for the period for the nine 
months ended September 30, 2015 and 2016, as reported pursuant to IFRS. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Profit for the period ........................................................................................................................  38.9 118.0 

Profit for the period increased by €79.1 million, or 203.3%, from €38.9 million in the nine months ended 
September 30, 2015, to €118.0 million in the nine months ended September 30, 2016. This increase was primarily due to 
the increase in fee and commission described above, as well as the net gain of €82.5 million related to the transfer of the 
Mercury Payments Business’s share in Visa Europe. 

The following further discusses the operating performance of the Mercury Payments Business based on the 
ICBPI combined operating segments format. 

Operating Revenue 

The following table provides a breakdown of Mercury Payments Business’s operating revenue by line item for 
the nine months ended September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Net fee and commission income .....................................................................................................  96.2 103.3 
Net interest income (expense) .........................................................................................................  (0.0) 0.0 
Net trading/hedging income ............................................................................................................  0.0 0.0 
Dividends and similar income ........................................................................................................  0.0 (0.0) 
Operating revenue ........................................................................................................................  96.3 103.3 

Operating revenue increased by €7.0 million, or 7.3%, from €96.3 million in the nine months ended 
September 30, 2015, to €103.3 million in the nine months ended September 30, 2016. The increase was primarily driven 
by higher operating revenue by €37.7 million related to the new ATM Contract and POS Contract entered into between 
Intesa Sanpaolo and the Mercury Payments Business which took effect from January 1, 2016. This increase was partly 
offset by a decrease in operating revenue by €29.3 million, relating to the new Card Issuing Contract which resulted in 
lower fee income for the the Mercury Payments Business’s card management service compared to the previous period. 

Operating Costs (Net of Depreciation and Amortization Included in Operating Profit) 

The following table provides a breakdown of Mercury Payments Business’s operating costs by line item for the 
nine months ended September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Administrative expenses: ................................................................................................................  (37.3) (39.5) 
a) personnel expense ...................................................................................................................  (11.0) (11.7) 
b) other administrative expenses ................................................................................................  (26.3) (27.8) 

Other operating expenses/income ...................................................................................................  0.1 0.7 
Net accruals to provision for risk and charge .................................................................................  0.1 (0.1) 
Operating costs (net of depreciation and amortization included in operating profit) ............  (37.1) (39.0) 



Administrative expenses increased by €2.2 million, or 5.9%, from €37.3 million in the nine months ended 
September 30, 2015, to €39.5 million in the nine months ended September 30, 2016. Personnel expense increased by 
€0.7 million, or 6.4%, from €10.8 million in the nine months ended September 30, 2015, to €11.6 million in the nine 
months ended September 30, 2016. Other administrative expenses increased by €1.5 million, or 5.7%, from €26.3 million 
in the nine months ended September 30, 2015, to €27.8 million in the nine months ended September 30, 2016. Other 
operating income increased by €0.6 million, or 600.0%, from €0.1 million in the nine months ended September 30, 2015, 
to €0.7 million in the nine months ended September 30, 2016. The increase in administrative expenses was mainly due to 
higher other administrative expenses relating to payments for POS rented under operating leases (accounting for an 
increase of €0.5 million) and various other costs (accounting for an increase of €1.0 million), partly offset by an increase 
in other operating income of €0.6 million as a result of higher income from POS fees. 

Mercury Payments Business’s Normalized EBITDA 

The following table provides a breakdown of normalized EBITDA for the nine months ended September 30, 
2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Profit for the period attributable to the owners of the parent ..................................................  38.9 118.0 
Income taxes ...................................................................................................................................  18.7 26.4 
Non-recurring/extraordinary net financial income..........................................................................  — (82.5) 
Operating profit ..............................................................................................................................  57.5 61.9 
Depreciation, amortization and impairment losses on property, equipment, investment property 

and intangible assets (included in operating profit) ....................................................................  1.6 2.4 
Normalized EBITDA ....................................................................................................................  59.2 64.3 

Normalized EBITDA increased by €5.1 million, or 8.6%, from €59.2 million in the nine months ended 
September 30, 2015, to €64.3 million in the nine months ended September 30, 2016. This increase was primarily the 
result of the increase in operating revenue and operating costs described above. The increase in depreciation, 
amortization and impairment losses on property, equipment, investment property and intangible assets of €0.8 million 
resulted from amortization charges on POS purchased in 2016. 

Comparison of the Year Ended December 31, 2015 to the Year Ended December 31, 2014 

Net Fee and Commission Income 

The following table provides an overview of Mercury Payments Business’s net fee and commission income by 
line item for the years ended December 31, 2014 and 2015, as reported pursuant to IFRS. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Net fee and commission income .....................................................................................................  144.1 129.3 

Net fee and commission income decreased by €14.8 million, or 10.3%, from €144.1 million in the year ended 
December 31, 2014, to €129.3 million in the year ended December 31, 2015. The decrease is due to the new payment 
card management service agreement entered into between the Mercury Payments Business and Intesa Sanpaolo S.p.A. 
which became effective on July 1, 2014. 

Administrative Expenses 

The following table provides an overview of the Mercury Payments Business’s administrative expenses by line 
item for the years ended December 31, 2014 and 2015, as reported pursuant to IFRS. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Administrative expenses .................................................................................................................  (49.0) (51.7) 



Administrative expenses increased by €2.7 million, or 5.5%, from €49.0 million in the year ended December 31, 
2014, to €51.7 million in the year ended December 31, 2015. This increase was the result of an increase in both other 
administrative expenses and payroll and related costs. 

Operating Costs 

The following table provides an overview of Mercury Payments Business’s other net operating costs for the 
years ended December 31, 2014 and 2015, as reported pursuant to IFRS. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Operating Costs ..............................................................................................................................  (50.6) (53.4) 

Operating Costs increased by €2.8 million, or 5.5%, from €50.6 million in the year ended December 31, 2014, to 
€53.4 million in the year ended December 31, 2015. 

Income Taxes 

The following table provides an overview of Mercury Payments Business’s income taxes for the years ended 
December 31, 2014 and 2015, as reported pursuant to IFRS. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Income taxes ...................................................................................................................................  (30.8) (24.7) 

Income taxes decreased by €6.1 million, or 19.8%, from €30.8 million in the year ended December 31, 2014, to 
€24.7 million in the year ended December 31, 2015. This decrease is primarily due to the lower profit compared to the 
previous period. 

Profit for the Period 

The following table provides an overview of Mercury Payments Business’s profit for the period for the year 
ended December 31, 2014 and 2015, in each case, as reported pursuant to IFRS. 

 Years ended December 31, 
 2014 2015 
 (in € millions) 

Profit for the period ........................................................................................................................  62.5 51.3 

Profit for the period decreased by €11.2 million, or 17.9%, from €62.5 million in the year ended December 31, 
2014, to €51.3 million in the year ended December 31, 2015. This decrease was primarily driven by the same factors as 
the decrease in normalized EBITDA, described below. 

The following further discusses the operating performance of the Mercury Payments Business based on the 
ICBPI combined operating segments format. 

Operating Revenue 

The following table provides a breakdown of Mercury Payments Business’s operating revenue by line item for 
the years ended December 31, 2014 and 2015. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Net fee and commission income .....................................................................................................  144.1 129.3 
Net interest income (expense) .........................................................................................................  (0.2) (0.0) 
Net trading/hedging income ............................................................................................................  0.0 0.0 
Dividends and similar income ........................................................................................................  0.0 0.0 
Operating revenue ........................................................................................................................  143.9 129.3 



Operating revenue decreased by €14.5 million, or 10.1%, from €143.9 million in the year ended December 31, 
2014, to €129.3 million in the year ended December 31, 2015. The decrease was driven by lower operating revenue from 
the processing business by €12.7 million, due to the new payment card management service agreement entered into 
between the Mercury Payments Business and Intesa Sanpaolo Group, which resulted in lower fee income for Mercury 
Payments’ card management service than in the previous period. 

Operating Costs (Net of Depreciation and Amortization Included in Operating Profit) 

The following table provides a breakdown of Mercury Payments Business’s operating costs by line item for the 
years ended December 31, 2014 and 2015. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Administrative expenses: ................................................................................................................  (49.0) (51.7) 
a) personnel expense ...................................................................................................................  (14.9) (15.5) 
b) other administrative expenses ................................................................................................  (34.1) (36.2) 

Other operating expenses/income ...................................................................................................  0.6 1.0 
Net accruals to provision for risk and charge .................................................................................  (0.3) (0.1) 
Operating costs (net of depreciation and amortization included in operating profit) ............  (48.7) (50.8) 

Administrative expenses increased by €2.7 million, or 5.5%, from €49.0 million in the year ended December 31, 
2014, to €51.7 million in the year ended December 31, 2015. Personnel expense increased by €0.6 million, or 4.1%, from 
€14.9 million in the year ended December 31, 2014, to €15.5 million in the year ended December 31, 2015. Other 
administrative expenses increased by €2.1 million, or 6.7%, from €34.1 million in the year ended December 31, 2014, to 
€36.2 million in the year ended December 31, 2015. Other operating expense/income increased by €0.4 million, or 
66.7%, from €0.6 million in the year ended December 31, 2014, to €1.0 million in the year ended December 31, 2015. 
This increase in administrative expenses was mainly driven by higher other administrative expenses relating to payments 
for POS rented under operating leases (accounting for an increase of €0.5 million) and various other costs primarily 
relating to VAT charges and other costs which accounted for expenses of €1.5 million. 

Mercury Payments Business’s Normalized EBITDA 

The following table provides a breakdown of Mercury Payments Business’s normalized EBITDA for the years 
ended December 31, 2014 and 2015. We calculate normalized EBITDA as operating revenue, less operating costs 
excluding depreciation, amortization and impairment losses on property, equipment, investment property and intangible 
assets (included in operating profit). 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Profit for the period attributable to the owners of the parent ..................................................  62.5 51.3 
Income taxes ...................................................................................................................................  30.8 24.7 
Operating profit ............................................................................................................................  93.2 75.9 
Depreciation, amortization and impairment losses on property, equipment, investment property 

and intangible assets (included in operating profit) ....................................................................  1.9 2.6 
Normalized EBITDA ....................................................................................................................  95.2 78.5 

Normalized EBITDA decreased by €16.7 million, or 17.5%, from €95.2 million in the year ended December 31, 
2014, to €78.5 million in the year ended December 31, 2015. This decrease was the result of higher operating revenue 
and operating costs, as described above. The increase in depreciation, amortization and impairment losses on property, 
equipment, investment property and intangible assets by €0.7 million was mainly driven by amortization charges on a 
license purchased in 2016 and internally developed software. 

Key Performance Indicators 

In assessing the performance of its business, Mercury Payments Business considers some of the same 
performance measures as the ICBPI Group. For a description of these measures, see “ICBPI’S Management’s Discussion 
and Analysis of Financial Condition and Results of Operations—.” The following table provides an overview of the key 
measures Mercury Payments Business uses to monitor the performance of its businesses. Such indicators are not 
recognized measurements of financial performance under IFRS.  



 

As of and for 
the year ended 
December 31, 

As of and for the nine months 
ended September 30, 

 2015 2015 2016 
Mercury Payments Business    
Value of card transactions (in € millions) ..........................................................  112,164 81,928 86,967 

Issuing ............................................................................................................  57,332 42,117 43,193 
Acquiring .......................................................................................................  54,832 39,811 43,774 

Number of managed transactions (in billions) ...................................................  1.3 0.9 1.0 
Issuing ............................................................................................................  0.5 0.4 0.4 
Acquiring .......................................................................................................  0.8 0.6 0.6 

Number of Managed POS ..................................................................................  364,122 355,962 406,944 
Number of Managed ATMs ...............................................................................  6,500 6,567 6,445 

Liquidity and Capital Resources 

Overview 

In 2016 Mercury Payments Business commenced a capital expenditure program to replace or upgrade its 
POS-fleet, with completion scheduled for fiscal year 2018. The program became necessary due to Visa’s recently 
adopted Triple Data Encryption Standard (“TDES”) which established higher technical standards for ATMs and POS 
terminals. Mercury Payments Business estimates that the program will require aggregate capital expenditures during 
fiscal years 2016 and 2017 of approximately €13.0 million, consisting of capital expenditures for the acquisition of new 
POS and installation and updating services. 

Cash Flows 

The table below shows cash flow statement information for the years ended December 31, 2014 and 2015 and 
the nine months ended September 30, 2015 and 2016. 

 Year ended December 31, 
Nine months ended 

September 30, 
 2014 2015 2015 2016 
 (in € millions) 

Net cash generated by operating activities .............................................  114.9 53.5 51.5 117.2 
Net cash used in investing activities ......................................................  (4.1) (5.4) (3.4) (7.0) 
Net cash used in financing activities ......................................................  (60.5) (52.1) (37.2) (36.1) 
Net increase/(decrease) in cash and cash equivalents, net of bank 

deposits/bank overdrafts, in the period ..............................................  50.4 (4.1) 10.9 74.1 
Cash and cash equivalents net of bank deposits/overdraft at beginning 

of period .............................................................................................  (115.8) (65.4) (65.4) (69.5) 
Cash and cash equivalents net of bank deposits/overdraft at end of 

period .................................................................................................  (65.4) (69.5) (54.5) 4.5 

Post-Employment and Pension Obligations 

For disclosure on the Mercury Payments Business’s provisions in respect of post-employment benefits, see 
section 10 of the Notes of the Mercury Payments Business’s Audited Carve-Out Financial Statements included elsewhere 
in the Information Release. 

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 with the Bank of Italy regulation of 
May 17, 2016 “Supervisory provisions for payment and e-money institutes” calculate a capital requirement for credit risk 
equal to 6% of the financing granted. This does not include financing for the execution of payment transactions using 
credit cards with monthly balances. Credit risks are exclusively connected to issuing and, therefore, do not include 
amounts due for “operations” arising from its other instrumental or accessory activities and which are not, in any case, 
“lending” transactions. Mercury Payments Business currently issues only a few credit cards with monthly balances and, 
therefore, this capital requirement was nil as of September 20, 2016. 



Mercury Payments Business checks any complaints with respect to natural persons (also through income tax 
returns, if available). As of September 30, 2016, Mercury Payments Business exclusively manage a small portfolio of 
private cards that can only be used at the 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. Recoverability risk on other credit 
transactions with customers (non-lending transaction) is, in any 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 Business estimates that there is no interest rate risk related to business activities because the 
liabilities of Mercury Payments Business do not include any deposits and loans and the net interest is marginal a caption. 
Additionally, there is no price risk related to Mercury Payments Business’s business activities. Finally, there is no 
currency risk related to business activities because almost all the operations are settled in Euro. 

Liquidity Risk 

Liquidity risk is the risk that the company is unable to meet its payment commitments when they fall due. Intesa 
Sanpaolo approved specific “Guidelines for Liquidity Risk Management” to ensure the development of prudential 
approaches to liquidity management. Mercury Payments Business’s operations do not currently generate exposures that 
require funding activities. The assets and liabilities related to Mercury Payments Business’s core business can be 
classified as “on demand.” 

Critical Accounting Policies 

Please refer to Accounting Policies disclosure in the notes to the Mercury Payments Business’s Carve-Out 
Financial Statements. 



MANAGEMENT’S DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS OF MPS ACQUIRING 

Overview 

MPS Acquiring constitutes the merchant acquiring and POS management contracts of BMPS, Italy’s 
fourth-largest bank. MPS Acquiring includes contracts with approximately 100,000 merchant acquiring customers. 
Pursuant to the MPS Acquisition, CartaSi will service MPS Acquiring pursuant to the direct licensing model, instead of 
the licensing associate model, which means that CartaSi will gain an improved merchant proposition, accelerate its 
innovation cycle and increase its presence on the value chain for BMPS’s merchant acquiring business. We expect the 
MPS Acquisition to benefit CartaSi by furthering and strengthening its relationship with BMPS, Italy’s fourth-largest 
bank, while increasing CartaSi’s share of fees and providing access to the merchant customer network of BMPS’s more 
than 2,000 bank branches across Italy as of December 31, 2016. 

MPS Acquiring provides the following volumes of business: 

• Merchant acquiring:  We estimate that MPS Acquiring accounts for approximately 9% of the Italian 
acquiring market, approximately 8% of the Italian acquiring Pago Bancomat market and approximately 9% 
of the Italian acquiring Visa/MasterCard market (in each case, by volume for the year ended December 31, 
2015. 

• POS management:  In relation to the POS management business, CartaSi will install, manage and rent 
POS to merchant customers of MPS Acquiring, as well as servicing MPS Acquiring’s existing POS 
contracts. As of September 30, 2016, approximately 112,700 POS were rented, and an additional 27,500 
POS were owned by merchant customers. In the twelve months ended September 30, 2016, MPS Acquiring 
generated €80.6 million in revenue and €44.4 million in combined segment normalized EBITDA. 

The MPS Acquisition Agreement contains certain protections that help to ensure that the commercial 
relationship between BMPS and CartaSi in respect of merchant acquiring and POS management under MPS Acquiring is 
not materially altered for a period of ten years following the MPS Acquisition. See “Summary—The Transactions—The 
Acquisitions—The MPS Acquisition.” 

Key Factors Affecting Results of Operations and Financial Condition 

MPS Acquiring’s results of operations are impacted by several factors, including factors that influence the 
Italian payments industry as a whole. Such factors include the number and volume of electronic payments in the Italian 
market, the fee levels of payment cards, as well as the number of managed POS and movements in each market 
participant’s market share. MPS Acquiring’s results are also impacted by the regulatory environment, specifically the 
Interchange Fees Regulation, seasonality in card spending, and relationships with banks.  

Set forth below is a description of the other key factors that affected MPS Acquiring’s results of operations 
during the periods presented. 

Merchant Customer Acquisition and Customer Churn Rates 

The merchant acquiring and POS management businesses exhibit some customer churn as a result of the high 
intensity of competition in these industries. In addition to competitive alternatives, churn levels may be affected by 
changes in our prices compared to our competitors’ prices, promotional offers and customer satisfaction. Increases in 
churn may lead to reduced revenue and additional marketing and advertising costs that we incur to gain new customers. 
We believe that MPS Acquiring has historically experienced levels of churn that are typical in its industries. In addition, 
the customer churn during the periods presented was more than offset by new customer gains. 

Comparability of Carve-Out Financial Statements 

Prior to the consummation of the MPS Acquisition, MPS Acquiring was operated as a going concern of BMPS. 
The MPS Acquiring Financial Statements included in this Information Release are carve-out financial statements, 
representing the historical operations of MPS Acquiring that will be transferred to us in connection with the MPS 
Acquisition. The MPS Acquiring Financial Statements have been derived or “carved out” from BMPS’s consolidated 
financial statements for each of the years ended December 31, 2014 and 2015, and the nine months ended September 30, 
2015 and 2016 using the historical results of operations and assets and liabilities of the operations transferred to us in 
connection with the MPS Acquisition. 

Comparability is affected by certain limitations applicable to carve-out financial statements in general. One such 
limitation is that assets, liabilities, income and expenses that did not exist within the actual, historical business of BMPS 



may not be shown as of such dates or during such periods in the MPS Acquiring Financial Statements, either, even if they 
have come into existence by the time the transaction perimeter was defined. See “Risk Factors—Risks Related to the 
Transactions—The Mercury Payments Business and MPS Acquiring historical results may not be representative of their 
future results as a separate, stand-alone company or business.” 

Explanation of Key Line Items 

Financial Statements 

The following section provides a description of MPS Acquiring’s key IFRS financial statement line items. For a 
summary of critical accounting policies affecting MPS Acquiring’s key line items, see “—Critical Accounting Policies.” 

Net Interest Income 

Net interest income is the sum of interest income and similar income and interest expense and similar expense. 
This line item includes interest income and interest expense, similar income and similar expenses relating to income 
calculated on excess cash over the period and interest expenses charged from BMPS. 

Net Fee and Commission Income 

Net fee and commission income is the sum of commission income and commission expense. This line item 
includes the income and expenses relating to services performed and received on the basis of specific contractual 
agreements such as fees charged to merchants or commission charged per transaction from companies that offer 
merchant processing and clearing services (e.g., CartaSi and SIA). Commissions are recognized in profit or loss and 
ratably allocated to the periods during which such commissions were earned. 

Administrative Expenses 

Administrative expenses consists of the sum of payroll and related costs and other administrative expenses. 

Profit (Loss) Before Tax from Continuing Operations 

Profit (loss) before tax from continuing operations primarily includes income and expenses not related to other 
income statement line items that are ratably allocated to the periods during which such expenses or income were 
incurred. The revenues and costs of certain activities not core to the operations of MPS Acquiring or allocated to the 
carve-out income statements from the BMPS group’s financial statements (applying certain drivers) are presented under 
this line item in the MPS Acquiring Financial Statements. 

Tax (Expense)/Recovery on Income from Continuing Operations 

Tax (expense)/recovery on income from continuing operations consists of the sum of current taxes on the profit 
for the year/period. 

Profit (Loss) 

Profit (loss) consists of the sum of income and expenses. 

Results of Operations 

Financial Statements 

The following table provides an overview of MPS Acquiring’s results of operations for the years ended 
December 31, 2014 and 2015, as well as for the nine months ended September 30, 2015 and 2016 as reported pursuant to 
IFRS. 

 
Year ended 

December 31, 
Nine months ended 

September 30, 
 2014 2015 2015 2016 
 (in € millions) 

Interest and similar income ................................................................................. 0.1 0.1 0.1 0.1 
Interest and similar expense ................................................................................ (0.6) — — — 

Net interest income ............................................................................................... (0.5) 0.1 0.1 0.1 
Fee and commission income ............................................................................... 146.2 151.8 114.1 117.3 



Fee and commission expense .............................................................................. (90.5) (90.7) (68.6) (52.4) 
Net fee and commission income ........................................................................... 55.7 61.1 45.5 64.9 
Dividends and similar income ................................................................................ — — — — 
Net profit (loss) from trading .................................................................................. — — — — 
Gain / (losses) on disposal/repurchase of loans, financial assets available for sale 

and financial liabilities ........................................................................................ — — — — 
Net interest and other banking income ............................................................... 55.2 61.2 45.6 65.0 

Net impairment (losses)/reversals on loans, financial assets available for sale 
and other financial transactions ...................................................................... — — — — 

Net income from banking activities ..................................................................... 55.2 61.2 45.6 65.0 
Administrative expenses: ................................................................................ (32.7) (34.1) (25.6) (28.1) 

a) personnel expense ................................................................................... (1.8) (2.0) (1.5) (1.6) 
b) other administrative expenses................................................................. (30.9) (32.1) (24.1) (26.5) 

Net provisions for risks and charges ............................................................... — — — — 
Net adjustments to/recoveries on property, plant and equipment ................... — — — — 
Net adjustments to/recoveries on intangible assets ......................................... (0.1) (0.1) (0.1) (0.2) 
Other operating expenses/income ................................................................... — 0.5 0.4 0.3 

Operating expenses ........................................................................................... (32.8) (33.7) (25.3) (28.0) 
Gain (losses) on investments .................................................................................. — — — — 
Profit (loss) before tax from continuing operations ........................................... 22.4 27.5 20.3 37.0 

Tax (expense)/recovery on income from continuing operations ......................... (7.5) (9.4) (7.0) (12.4) 
Profit (loss) ............................................................................................................ 14.9 18.1 13.3 24.6 

Discussion of Results of Operations 

Comparison of the Nine Months Ended September 30, 2016 to the Nine Months Ended September 30, 2015 

Net Fee and Commission Income 

The following table provides an overview of MPS Acquiring’s net fee and commission income by line item for 
the nine months ended September 30, 2015 and 2016, as reported pursuant to IFRS. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Net fee and commission income .....................................................................................................  45.5 64.9 

Net fee and commission income increased by €19.4 million, or 29.9%, from €45.5 million in the nine months 
ended September 30, 2015, to €64.9 million in the nine months ended September 30, 2016. This increase was the result 
of an increase in fee and commission income and a decrease in fee and commission expense. 

Administrative Expenses 

The following table provides an overview of MPS Acquiring’s administrative expenses by line item for the nine 
months ended September 30, 2015 and 2016, as reported pursuant to IFRS. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Administrative expenses .................................................................................................................  (25.6) (28.1) 

Administrative expenses increased by €2.5 million, or 9.8%, from €25.6 million in the nine months ended 
September 30, 2015, to €28.1 million in the nine months ended September 30, 2016. This increase was the result of an 
increase both in other administrative expenses and payroll and related costs. 

Operating Expenses 

The following table provides an overview of MPS Acquiring’s operating expenses for the nine months ended 
September 30, 2015 and 2016, as reported pursuant to IFRS. 



 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Operating expenses .........................................................................................................................  (25.3) (28.0) 

Operating expenses increased by €2.7 million, or 10.7%, from €25.3 million in the nine months ended 
September 30, 2015, to €28.0 million in the nine months ended September 30, 2016. 

Tax (Expense)/Recovery on Income from Continuing Operations 

The following table provides an overview of MPS Acquiring’s tax (expenses)/recovery on income from 
continuing operations for the nine months ended September 30, 2015 and 2016, as reported pursuant to IFRS. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Tax (expenses)/recovery on income from continuing operations ...................................................  (7.0) (12.4) 

Tax (expenses)/recovery on income from continuing operations increased by €5.4 million, or 77.1%, from € 
7.0 million in the nine months ended September 30, 2015, to € 12.4 million in the nine months ended September 30, 
2016. This increase was the result of the drivers described above. The effective tax rate was equal to 33.5% in the nine 
month period ended September 30, 2016, compared to 34.5% in the nine month period ended September 30, 2015. 

Net Interest and Other Banking Income 

The following table provides a breakdown of MPS Acquiring’s net interest and other banking income by line 
item for the nine months ended September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Net fee and commission income .....................................................................................................  45.5 64.9 
Net interest income (expense) .........................................................................................................  0.1 0.1 
Net interest and other banking income .......................................................................................  45.6 65.0 

Net interest and other banking income increased by €19.4 million, or 42.5%, from €45.6 million in the nine 
months ended September 30, 2015, to €65.0 million in the nine months ended September 30, 2016. The increase was 
mainly due to an increase in net fee and commission income. Net fee and commission income increased by €19.4 million 
from €45.5 million in the nine months ended September 30, 2015 to €64.9 million in the nine months ended 
September 30, 2016, primarily due to the following drivers: (i) a significant reduction in interchange fees pursuant to the 
Interchange Fees Regulation; (ii) a revision of the rates charged to certain merchants, subject to relevant merchant’s 
profile and expectations for growth in such merchant’s business; and (iii) sustained growth of transacted volumes. 

Operating Expenses 

The following table provides a breakdown of MPS Acquiring’s operating expenses by line item for the nine 
months ended September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Administrative expenses: ................................................................................................................  (25.6) (28.1) 
a) personnel expense ...................................................................................................................  (1.5) (1.6) 
b) other administrative expenses ................................................................................................  (24.1) (26.5) 

Net adjustments to/recoveries on intangible assets .........................................................................  (0.1) (0.2) 
Other operating expenses/income ...................................................................................................  0.4 0.3 
Operating expenses .......................................................................................................................  (25.3) (28.0) 



Administrative expenses increased by €2.5 million, or 9.8%, from €25.6 million in the nine months ended 
September 30, 2015, to €28.1 million in the nine months ended September 30, 2016. Personnel expense increased by 
€0.1 million, or 6.7%, from € 1.5 million in the nine months ended September 30, 2015, to € 1.6 million in the nine 
months ended September 30, 2016. Other administrative expenses increased by €2.4 million, or 10.0%, from 
€24.1 million in the nine months ended September 30, 2015, to €26.5 million in the nine months ended September 30, 
2016. Operating expenses increased by €2.7 million, or 10%, from € 25.3 million in the nine months ended 
September 30, 2015, to € 28.0 million in the nine months ended September 30, 2016. The increase was mainly due to the 
cost for outsourcing services. 

Profit (Loss) 

The following table provides an overview of MPS Acquiring’s profit for the nine months ended September 30, 
2015 and 2016, as reported pursuant to IFRS. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Profit (loss) .....................................................................................................................................  13.3 24.6 

As a result of the factors described above, profit for the period increased by €11.3 million, or 85.0%, from 
€13.3 million in the nine months ended September 30, 2015, to €24.6 million in the nine months ended September 30, 
2016. 

Comparison of the Year Ended December 31, 2015 to the Year Ended December 31, 2014 

Net Fee and Commission Income 

The following table provides an overview of MPS Acquiring’s net fee and commission income by line item for 
the years ended December 31, 2014 and 2015, as reported pursuant to IFRS. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Net fee and commission income .....................................................................................................  55.7 61.1 

Net fee and commission income increased by €5.4 million, or 9.7%, from €55.7 million in the year ended 
December 31, 2014, to €61.1 million in the year ended December 31, 2015. This increase was primarily the result of an 
increase in fee and commission income partly offset by an increase in fee and commission expense. 

Administrative Expenses 

The following table provides an overview of MPS Acquiring’s administrative expenses by line item for the 
years ended December 31, 2014 and 2015, as reported pursuant to IFRS. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Administrative expenses .................................................................................................................  (32.7) (34.1) 

Administrative expenses increased by €1.4 million, or 4.3%, from €32.7 million in the year ended December 31, 
2014, to €34.1 million in the year ended December 31, 2015. This increase was the result of an increase in both other 
administrative expenses and payroll and related costs. 

Operating Expenses 

The following table provides an overview of MPS Acquiring’s operating expenses for the years ended 
December 31, 2014 and 2015, as reported pursuant to IFRS. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 



Operating expenses .........................................................................................................................  (32.8) (33.7) 

Operating expenses decreased by €0.9 million, or 2.7%, from €32.8 million in the year ended December 31, 
2014, to €33.7 million in the year ended December 31, 2015. 

Tax (Expense)/Recovery on Income from Continuing Operations 

The following table provides an overview of MPS Acquiring’s tax (expense)/recovery on income from 
continuing operations for the years ended December 31, 2014 and 2015, as reported pursuant to IFRS. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Tax (expense)/recovery on income from continuing operations .....................................................  (7.5) (9.4) 

Tax (expense)/recovery on income from continuing operations increased by €1.9 million, or 25.3%, from 
€7.5 million in the year ended December 31, 2014, to €9.4 million in the year ended December 31, 2015. This increase is 
primarily due to the factors described above. The effective tax rate was 34.2% in the year ended December 31, 2015, 
compared to 33.5% in the year ended December 31, 2014. 

Profit (Loss) 

The following table provides an overview of MPS Acquiring’s profit for the years ended December 31, 2014 
and 2015, in each case, as reported pursuant to IFRS. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Profit (loss) .....................................................................................................................................  14.9 18.1 

As a result of the factors described above, profit increased by €3.2 million, or 21.5%, from €14.9 million in the 
year ended December 31, 2014, to €18.1 million in the year ended December 31, 2015. 

Net Income from Banking Activities 

The following table provides a breakdown of MPS Acquiring’s net income from banking activities by line item 
for the years ended December 31, 2014 and 2015. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Net fee and commission income .....................................................................................................  55.7 61.1 
Net interest income (expense) .........................................................................................................  (0.5) 0.1 
Net income from banking activities .............................................................................................  55.2 61.2 

Net income from banking activities increased by €6.0 million, or 10.9%, from €55.2 million in the year ended 
December 31, 2014, to €61.2 million in the year ended December 31, 2015. The increase was mainly due to an increase 
in net fee and commission income. Net fee and commission income increased by €5.4 million from €55.7 million in the 
year ended December 31, 2014 to €61.1 million in year ended December 31, 2015, primarily due to BMPS’s increased 
focus on MPS Acquiring’s business, which resulted in the designation of a dedicated team to operate across the network 
with specialized support tasks and contributed to the improved overall performance, particularly in the second half of the 
year 2015. 

Operating Expenses 

The following table provides a breakdown of MPS Acquiring’s operating expenses by line item for the years 
ended December 31, 2014 and 2015. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Administrative expenses: ................................................................................................................  (32.7) (34.1) 



a) personnel expense ...................................................................................................................  (1.8) (2.0) 
b) other administrative expenses ................................................................................................  (30.9) (32.1) 

Net adjustments to/recoveries on intangible assets .........................................................................  (0.1) (0.1) 
Other operating expenses/income ...................................................................................................  — 0.5 
Operating expenses .......................................................................................................................  (32.8) (33.7) 

Administrative expenses increased by €1.4 million, or 4.3%, from €32.7 million in the year ended December 31, 
2014, to €34.1 million in the year ended December 31, 2015. Personnel expense increased by €0.2 million, or 11.1%, 
from €1.8 million in the year ended December 31, 2014, to €2.0 million in the year ended December 31, 2015. Other 
administrative expenses increased by €1.2 million, or 3.9%, from €30.9 million in the year ended December 31, 2014, to 
€32.1 million in the year ended December 31, 2015. Operating expenses increased by €0.9 million, or 3%, from 
€32.8 million in the year ended December 31, 2014, to €33.7 million in the year ended December 31, 2015. The increase 
was mainly due to the cost for outsourcing services. 

Key Performance Indicators 

In assessing the performance of its business, MPS Acquiring considers some of the same performance measures 
as the ICBPI Group. The following table provides an overview of the key measures MPS Acquiring uses to monitor the 
performance of its businesses. Such indicators are not recognized measurements of financial performance under IFRS.  

 As of December 31, As of September 30, 
 2014 2015 2015 2016 

Number of POS......................................................................................  126,926 131,650 N/A 138,272 
Volume (in MMs) ..................................................................................  14,477 15,466 N/A 12,280 
Ending merchants (shops) ......................................................................  92,865 96,278 N/A 99,746 

Normalized EBITDA and Operating Costs (Net of Depreciation and Amortization Included in Operating Profit) 

The following table provides a breakdown of MPS Acquiring’s segment normalized EBITDA and of the 
Operating costs (net of depreciation and amortization included in operating profit) for the years ended December 31, 
2014 and 2015 and for the nine months ended September 30, 2015 and 2016. 

 Year ended December 31, 
Nine months ended 

September 30, 
 2014 2015 2015 2016 
 (in € millions) 

Segment normalized EBITDA(1) ............................................................  22.5 27.6 20.4 37.2 
Operating Costs (Net of Depreciation and Amortization Included in 

Operating Profit)(2) .............................................................................  32.7 33.6 25.2 27.8 

Segment normalized EBITDA increased by €5.1 million, or 22.7%, from €22.5 million in the year ended 
December 31, 2014, to €27.6 million in the year ended December 31, 2015 and increased by €16.8 million, or 82.3%, 
from 20.4 million in the nine months ended September 30, 2015, to €37.2 million in the nine months ended 
September 30, 2016. This increase was primarily the result of the drivers of operating revenue and operating costs 
described above. 

Operating cost (Net of Depreciation and Amortization Included in Operating Profit) increased by €0.9 million, 
or 3%, from €32.7 million in the year ended December 31, 2014, to €33.6 million in the year ended December 31, 2015 
and increased by €2.6 million, or 9%, from €25.2 million in the nine months ended September 30, 2015, to €27.8 million 
in the nine months ended September 30, 2016. The increases was mainly due to the cost for outsourcing services. 

(1) Segment normalized EBITDA is calculated as follow: 

 Year ended December 31, 
Nine months ended 

September 30, 
 2014 2015 2015 2016 
 (in € millions) 

Profit (loss) .......................................................................................................................  14.9 18.1 13.3 24.6 
Tax (expense)/recovery on income from continuing operations (-) ...................................  (7.5) (9.4) (7.0) (12.4) 
Net adjustments to/recoveries on intangible assets (-) .......................................................  (0.1) (0.1) (0.1) (0.2) 
Segment normalized EBITDA ........................................................................................  22.5 27.6 20.4 37.2 



(2) Operating costs (net of depreciation and amortization included in operating profit) are calculated as follow: 

 Year ended December 31, 
Nine months ended 

September 30, 
 2014 2015 2015 2016 
 (in € millions) 

Operating expenses .........................................................................................................  (32.8) (33.7) (25.3) (28.0) 
Net adjustments to/recoveries on intangible assets  0.1 0.1 0.1 0.2 
Operating costs (net of depreciation and amortization included in operating profit)  (32.7) (33.6) (25.2) (27.8) 

Liquidity and Capital Resources 

Overview 

The business activities undertaken by MPS Acquiring were previously not reported separately from BMPS’s 
consolidated financial statements. As a result, the operations comprising MPS Acquiring have been carved-out from the 
consolidated financial statements of BMPS and certain revenues, expenses, assets and liabilities have been allocated by 
BMPS’s management to reflect those attributable to MPS Acquiring, using bases which BMPS’s management believes 
provide an appropriate mechanism to present MPS Acquiring’s financial position as of December 31, 2014 and 2015 and 
the results of its operations for the years then ended. Because of this allocation, at January 1, 2014, cash and cash 
equivalents have been assumed zero and the balancing entry has been assumed correspondent to the cumulative 
investment by BMPS. Subsequently, BMPS’s management identified all changes attributable to MPS Acquiring and 
allocated a distribution to parent company at the end of each year by recording a change in the cumulative investment by 
parent correspondent to the difference between the cash and cash equivalents at the beginning and at the end of the year. 

Cash Flows 

The table below shows cash flow statement information for the years ended December 31, 2014 and 2015 and 
for the nine months ended September 30, 2015 and 2016. 

 
For the year ended 

December 31, 
For the nine months ended 

September 30, 
 2014 2015 2015 2016 
 (in € millions) 

Net cash flow from (used in) operating activities ..................................  9.5 20.8 16.0 25.9 
Net cash flow from (used in) investment activities ................................  (0.1) (0.6) (0.1) (0.2) 
Net cash flow from (used in) funding activities .....................................  (9.4) (20.2) — — 

Even though treasury activities, including activities related to MPS Acquiring, are centralized by BMPS Group 
and MPS Acquiring does not maintain its own bank account, its income and expenses have been computed on the actual 
cash generated or used, net of the distributions to parent company made at the end of each year. Accordingly the caption 
cash and cash equivalents include: 

• Fee and commission charged to merchants: in the historical consolidated financial statements of the MPS 
Group these amounts are debited monthly against the merchants’ funds, included under the caption “Due to 
customers” of the Bank’s balance sheet. If MPS Acquiring was a stand-alone entity, such fee and 
commission income, would have been reported, on a monthly basis, as Cash and cash equivalents. 
Accordingly these amounts have been included within Cash and cash equivalents, on a monthly basis. 

• Fee and commission expense: the liabilities incurred for the benefit of MPS Acquiring and due to 
companies that offer merchant processing and clearing services (e.g. CartaSi and SIA), have been attributed 
and allocated to the carve-out business. 

• Indirectly attributable assets and liabilities: where assets were obtained or liabilities were incurred for the 
benefit of MPS merchant acquiring business, but are not attributable to specific activities, for instance trade 
payables where services were provided to both MPS Acquiring and BMPS, an allocation of such assets and 
liabilities has not been made. Instead, such amounts, net of related deferred/accrued income/charge, have 
been debited/credited to Cash and cash equivalents. 

• Other items: tax payable, interest income and distribution to parent company have been credited/debited to 
Cash and cash equivalents. 



Capital Expenditures 

 
For the year ended 

December 31, 
For the nine months ended 

September 30, 
 2014 2015 2015 2016 
 (in € millions) 

Purchase of intangible assets .................................................................  0.1 0.6 0.1 0.2 

Capital expenditures for the periods presented above refer to investment in ICT applications of MPS Acquiring, 
connected to its merchant acquiring business. 

Residual Maturity of Banking Book Liabilities 

The balance sheet of MPS Acquiring does not include any banking book liabilities. 

Post-Employment and Pension Obligations 

Provision for employee severance pay is considered as a defined benefit fund for the purpose of IFRS. The 
provision for the year, as clarified by the Bank of Italy, does not include amounts which, as a result of the reform 
introduced by Legislative Decree no. 252 of December 5, 2005, are paid directly by companies within BMPS, depending 
on the various employee options, to complementary pension schemes or to the treasury fund managed directly by the 
Italian National Social Security Institute, INPS. These items are recognized in personnel expenses, as contributions to 
external pension funds: defined contribution. The provision for employee severance pay was constant at 0.6 million as of 
December 31, 2015 and 2015, as well as of September 30, 2015 and 2016. 

Qualitative Disclosure on Risk 

Credit Risk 

Within the guidelines of the business plan approved by the Board of Directors of BMPS and in line with the 
evolution of the supervisory regulatory framework, BMPS pursues the priority objective of improving the quality of the 
managed loan book and consequently reducing the cost of credit. The BMPS group’s credit activity is managed with a 
view to monitoring risk and enhancing growth opportunities, through the development of credit policies and systems 
aimed at using trend data in connection with individual borrowers, against a background of in-depth knowledge and 
strategic management of positions. 

Operational Risk 

By an administrative ruling dated June 12, 2008, the Bank of Italy authorized the BMPS group to use internal 
models for the determination of capital requirements for credit and operational risks. The BMPS group adopted an 
integrated system for operational risk management, i.e. an internal framework built around a governance model that 
involves all companies included in the AMA model scope of application. The approach defines the standards, methods 
and instruments that make it possible to measure risk exposure and the effects of mitigation by business area. Analysis 
carried out on BMPS group’s operating losses and internal control (risk self-assessment) concluded that are no critical 
elements of operational risk relating to MPS Acquiring. 

Main Types of Legal Action 

MPS Acquiring is part of two litigations connected to its operations (i.e. suspension without notice of the virtual 
POS service and request of refunds in connection to a transaction settled but not completed), for which likelihood of 
outcome is assessed as possible but not probable. 

Critical Accounting Policies 

The MPS Acquiring Financial Statements consisting of the balance sheet, the income statement, the statement of 
comprehensive income, the statement of changes in shareholders’ equity and the statement of cash flows are derived 
from the consolidated financial statements of BMPS prepared under IFRS. In particular, these carve-out financial 
statements have been prepared on the basis set out below. 

Going Concern 

The MPS Acquiring Financial Statements have been prepared on a going concern basis. MPS Acquiring has 
reported net profits and positive cash flows during the periods presented. Additionally, the historical consolidated 



financial statements of BMPS, from which the MPS Acquiring Financial Statements have been carved-out, were prepared 
on a going concern basis as described in their explanatory notes A.1, Section 5. 

Structure of the Carve-Out Financial Statements 

The activities comprised by MPS Acquiring were not previously separately reported within BMPS Group 
financial statements in prior years and thus the operations comprising MPS Acquiring have been carved-out from the 
consolidated financial statements of BMPS Group. Accordingly, certain revenues, expenses, assets and liabilities have 
been allocated by BMPS’s management to reflect those attributable to MPS Acquiring and using bases which BMPS’s 
management believes provide an appropriate mechanism to present MPS Acquiring’s financial position as of 
December 31, 2014 and 2015 and the results of its operations for the years then ended. Because of this allocation, at 
January 1, 2014, cash and cash equivalents has been assumed zero and the balancing entry has been assumed 
correspondent to the Cumulative investment by the parent of MPS Acquiring. Subsequently BMPS’s management 
identified all changes attributable to MPS Acquiring and allocated a “distribution to parent company” at the end of each 
year by recording a change in the Cumulative investment by parent correspondent to the difference between the “Cash 
and cash equivalents” at the beginning and at the end of the year. 

Revenues and Related Costs 

All of MPS Acquiring’s net fee and commission income has been specifically identifiable from the net fee and 
commission income of BMPS. MPS Acquiring’s fee and commission income consisted of commission charged per 
transaction to merchant, while fee and commission expense consisted of commission charged per transaction from 
companies that offer merchant processing and clearing services (e.g. CartaSi and SIA). Fee and commission expense, Net 
adjustments to/recoveries on intangible assets, Other operating expenses/income and over 99.4% of the costs for each of 
the two years presented, were directly attributable to MPS Acquiring. These include staff costs related to employees 
wholly engaged in the business, direct materials, cost of external services related to business and amortization 
attributable to fixed assets used in the business. 

Certain other costs have been allocated as follows: 

• Indirect staff and related costs have been allocated primarily based upon the relative proportion of average 
work force of MPS Acquiring over the total of BMPS’s work force; 

• Information technology and related costs have been allocated primarily based relative usage; 

• Facilities and other related costs have been calculated based on rental payable on comparable effective 
space of facilities occupied by MPS Acquiring. 

BMPS management believes that the allocation of such costs have been calculated on reasonable bases and that 
the total amount of costs recognized in the statements of operations approximates what MPS Acquiring’s actual costs 
would have been as a stand-alone entity. 

Cash Flow Statement 

Even though treasury activities, including activities related to MPS Acquiring, are centralized by BMPS Group 
and MPS Acquiring does not maintain its own bank account, its income and expenses have been computed on the actual 
cash generated or used, net of the “distributions to parent company” made at the end of each year. Accordingly the 
caption cash and cash equivalents include: 

• Fee and commission charged to merchants:  in the historical consolidated financial statements of the 
BMPS Group these amounts are debited monthly against the merchants’ funds, included under the caption 
“Due to customers” of the Bank’s balance sheet. If MPS Acquiring was a stand-alone entity, such fee and 
commission income, would have been reported, on a monthly basis, as cash and cash equivalents. 
Accordingly these amounts have been included within cash and cash equivalents, on a monthly basis. 

• Fee and commission expense:  the liabilities incurred for the benefit of MPS Acquiring and due to 
companies that offer merchant processing and clearing services (e.g. CartaSi and SIA), have been attributed 
and allocated to the carve-out business. 

• Indirectly attributable assets and liabilities:  where assets were obtained or liabilities were incurred for the 
benefit of MPS Acquiring, but are not attributable to specific activities, for instance trade payables where 
services were provided to both MPS Acquiring and BMPS, an allocation of such assets and liabilities has 



not been made. Instead, such amounts, net of related deferred/accrued income/charge, have been 
debited/credited to cash and cash equivalents. 

• Other items:  tax payable, interest income and distribution to parent company have been credited/debited 
to cash and cash equivalents as described in paragraph below. 

Profit for the Year 2015 and 2014 and Cumulative Investment by Parent Company 

The profit for each of the year ended December 31, 2014 and 2015 have been classified as a change to the 
“Cumulative investment by parent company” which is also presented net of the “distribution to parent company” 
described above. 

Loans and Interest 

There were no loans specifically attributable to MPS Acquiring. Accordingly, no loans are reflected in the 
accompanying balance sheets. However, interest income has been allocated to the operating activities of MPS Acquiring 
based on the average balance of the “cash and cash equivalents” of MPS Acquiring on the basis of the following rates: 

Year Basis Value 
Year ended December 31, 2015 .............................................................................................  Euribor 1M+Spread 1.01% 
Year ended December 31, 2014 .............................................................................................  Euribor 1M+Spread 1.22% 

The related incomes have been considered by BMPS’s management as collected at the end of the year. 

Income Taxes 

For the years ended December 31, 2014 and 2015, MPS Acquiring was not a separate legal entity. The results of 
the business during these years were included in the tax returns of BMPS. However, taxes for the years presented have 
been computed as if MPS Acquiring was a stand-alone entity and the resulting payable, net of the available taxes. 

Other Accounting Policies 

Loans to Customers 

Receivable include loans to customers, with fixed or determinable payments that are not quoted in an active 
market. The initial value is determined on the basis of the fair value of financial instrument (which is normally equal to 
the amount disbursed), inclusive of the expenses/income directly related to the individual instruments and determinable 
as of the transaction date, even if such expenses/income are settled at a later date. 

After initial measurement, such financial assets are subsequently measured at amortized cost using the EIR 
method, less impairment. 

Intangible Assets 

Intangible assets are identifiable, non-monetary assets without physical substance that are held for use over 
several years or indefinitely. They are recognized at cost, adjusted by any additional charges only if it is probable that the 
future economic rewards that are attributable to the asset will flow to the entity and if the cost of the asset can be 
measured reliably. The cost of intangible assets is otherwise posted to the income statement in the reporting period it was 
incurred. 

Relevant intangible assets for MPS Acquiring include technology-related intangible assets including software 
licenses, internal capitalized costs, projects and licenses under development; in particular, internally incurred costs for 
software project development are intangibles recognized as assets if, and only if: (a) the cost for development can be 
measured reliably, (b) the entity intends and is financially and technically able to complete the intangible asset and either 
use it or sell it, (c) the entity is able to demonstrate that the asset will generate future economic rewards. Capitalized costs 
for software development only include the expenses that are directly attributable to the development process. 

The cost of intangible fixed assets is amortized on a straight-line basis over their useful life. An intangible asset 
with an indefinite useful life should not be amortized but assessed for impairment periodically. Intangible assets arising 
from an internally developed software purchased from third parties are amortized on a straight-line basis starting from 
completion and roll-out of the applications based on their useful life. Intangible assets reflective of customer relationships 



or associated with trademarks, which are taken over during business combinations, are amortized on a straight-line basis 
Where there is evidence of impairment, the recoverable amount of the assets is estimated at year-end. 

The amount of the loss recognized in profit and loss is equal to the difference between the carrying value and 
the recoverable amount of the assets. 

Intangible assets are derecognized from the balance sheet upon disposal and when no future economic rewards 
are expected. 

Current and Deferred Tax 

The effects of current and deferred taxation calculated in compliance with Italian tax laws are recognized on an 
accrual basis, in accordance with the measurement methods of the income and expenses which generated them, by 
administering the applicable tax rates. Income taxes are posted to profit and loss, excluding those relating to items 
directly credited or charged to equity. Income tax provisions are determined on the basis of a prudential forecast of 
current tax expense, deferred tax assets and liabilities. Current tax includes the net balance of current tax liabilities for the 
year and current tax assets with the Financial Administration, comprising tax advances, tax credit arising from prior tax 
returns and other withholding tax receivables. In addition, current tax includes tax credit for which reimbursement has 
been requested from the relevant tax authorities. Tax receivables transferred as a guarantee of own debts are also 
recorded within this scope. 

Deferred tax assets and liabilities are determined on the basis of the temporary differences—with no time 
limits—between the value assigned to the assets or liabilities in accordance with statutory principles and the 
corresponding values for tax purposes, applying the so-called balance sheet liability method. Deferred tax assets 
determined on the basis of deductible temporary differences are shown in the balance sheet for the extent to which they 
are likely to be recovered on the basis of the capacity of the company involved or all of the participating companies—as a 
result of exercising the option concerning “fiscal consolidation”—to generate a positive taxable profit on an ongoing 
basis. Recovery of deferred tax assets relating to goodwill, other intangibles and write-downs on loans is to be considered 
automatically probable because of existing regulations that provide for conversion into tax credits, if a statutory and/or 
tax loss is incurred. 

Other Assets 

This item shows assets not attributable to the other items on the asset side of the balance sheet. It may include, 
for example accrued income other than that which is capitalized to the related financial assets. 

Severance Pay 

Employee severance pay is a defined-benefit allowance subsequent to the employment relationship; therefore its 
actuarial value must be estimated for the purpose of the financial statements. This estimate is carried out using the 
“Projected Unit Credit” method, which predicts future disbursements on the basis of statistical historical analysis and the 
demographic curve, and the financial discounting of such flows according to market interest rates. For the calculation of 
liabilities to be recognized in the financial statements, the 2011 revised version of IAS 19 “Employee benefits” has been 
applied. 

The costs accrued during the year for servicing the plan are posted to the income statement under item a) 
Personnel expenses.” 

After the reform of supplementary pension funds as per Legislative Decree No. 252 of December 5, 2005, 
severance pay quotas accrued to December 31, 2006 remain with BMPS, while severance pay quotas accrued after 
January 1, 2007, at the discretion of the employee, are assigned to supplementary pension funds or maintained with 
BMPS, which will provide for their transfer to the Treasury Fund managed by the Italian National Social Security 
Institute, INPS. 

Other Liabilities 

This item shows liabilities not attributable to other items on the liability side of the balance sheet. It includes, for 
example: 

(a) payment agreements that must be classified as debit entries according to IFRS 2; 

(b) debit entries connected with payment for provision of goods and services; and 



(c) accrued liabilities other than those to be capitalized to the respective financial liabilities. 

Dividends and Income/Cost Recognition 

Revenues are recognized upon attainment, or in the case of selling goods or products, when it is likely that 
future benefits will be received and said benefits can be reliably quantified, in the case of services, when these are 
provided. In particular: 

(a) interest is booked pro rata temporis on the basis of contractual interest rate or the effective interest rate in the 
event of application of the amortized cost; 

(b) commissions for service income are posted in the period when said services were rendered, on the basis of 
existing contractual agreements; and 

(c) expenditures are booked to profit and loss during the periods in which the related revenues are booked. 
Expenditures that cannot be associated with income are booked immediately to the income statement. 



BASSILICHI PAYMENTS’ MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

Overview 

Bassilichi Payments is a leading Italian payments group. Built on a deeply-ingrained relationship with BMPS, 
Italy’s fourth-largest bank and Bassilichi Payments’ most significant client, Bassilichi Payments provides payments, 
business process outsourcing (BPO) and other services to financial institutions, approximately 130,000 merchants and 
approximately 600 business clients. In the twelve months ended September 30, 2016, Bassilichi Payments processed a 
volume of approximately €24.0 billion in POS transactions, €1.0 billion in eCommerce transactions, €157.3 billion in 
CBI Gateway-transactions and generated total value of production of €273.1 million. 

We have agreed to acquire Bassilichi Payments in the Bassilichi Payments Acquisition. Bassilichi Payments’ 
key business lines in connection with the Bassilichi Payments Acquisition are: POS management, eCommerce, 
self-service kiosk management, cash management and CBI Gateway services. 

Key Factors Affecting Results of Operations and Financial Condition 

Bassilichi Payments’ results of operations are impacted by several factors including drivers that influence the 
Italian payments industry as a whole. Such factors primarily include the number and volume of electronic payments in 
the Italian market, the fee levels of payment cards, as well as the number of managed POS and ATMs and movements in 
each market participant’s market share. Bassilichi Payments’ results are additionally impacted by the regulatory 
environment, specifically the Interchange Fees Regulation, seasonality in card spending, and relationships with banks.  

Set forth below is a description of the other key factors that affected Bassilichi Payments’ results of operations 
during the periods presented. 

Customer Relationship with BMPS 

Bassilichi Payments’ results are significantly impacted by its relationship with BMPS. First, BMPS accounted 
for approximately 58% and 59% of Bassilichi Payments’ revenues in the years ended December 31, 2014 and 2015, 
respectively. As a result, Bassilichi Payments is subject to a significant degree of customer concentration and to the 
extent that it gains or loses business with BMPS, whether due to competition, consolidation or BMPS’s own financial 
performance and ongoing restructuring, the number of transactions Bassilichi Payments undertakes, and therefore its 
revenue, can be impacted. 

Second, in 2005, Bassilichi Payments and BMPS entered into a framework agreement (the BMPS Framework 
Agreement) which regulated certain key aspects of their strategic alliance. The BMPS Framework Agreement was 
terminated in 2015 by way of the Novation Agreement, amending the duration, renewal, and termination provisions of 
the contract entered into on the basis of the BMPS Framework Agreement. Pursuant to the Novation Agreement, BMPS 
is now required to assign certain POS, ATM and CBI Gateway services to Bassilichi Payments for agreed per annum fees 
and subject to a minimum turnover guarantee. In addition, BMPS has the right to assign additional services (such as 
BMPS’s debit cards issuing platform, additional services related to corporate banking, and value-added services on POS 
terminals) to Bassilichi Payments outside the fixed fee arrangements, and Bassilichi Payments is entitled to approach 
BMPS with offers for other services. The minimum turnover guarantee set out in the Novation Agreement had retroactive 
effect for the fiscal year 2014. Bassilichi Payments called on the turnover guarantee in fiscal year 2014 and received a 
compensation payment in an amount equal to €19.7 million. The contractual relationship between the parties was 
strengthened in connection with, and subject to completion of, the Bassilichi Payments Acquisition Agreement. On the 
one hand, Bassilichi Payments and BMPS agreed to extend the term of their contractual arrangements related to POS, 
ATM and CBI Gateway services for additional six years starting from the closing of the Bassilichi Payments Acquisition 
(and subject to a tacit renewal for another two-year period) with the same terms and conditions as provided under the 
existing Novation Agreement, and BMPS waived its termination rights during this period. On the other hand, the term of 
the contractual arrangements related to other services contracted under the BMPS Framework Agreement was extended 
by three years from the closing of the Bassilichi Payments Acquisition, subject to tacit renewal each year and a three-year 
notice requirement in case of termination by BMPS. 

Lastly, Bassilichi Payments in 2011 issued a credit note in an aggregate principal amount of €30.7 million to 
BMPS pursuant to which BMPS received discounts on Bassilichi Payments’ services which were credited against 
revenue in Bassilichi Payments’ Financial Statements. Though the credit note was issued in 2011, the associated charges 
were not credited against revenue in 2011, but deferred over fiscal years 2012 through 2015 on a straight-line basis. 

See “Risk Factors—Risks Related to Our Business—We face the risk of our bank customers insourcing our card 
issuing, merchant acquiring, POS and other businesses,” “—Competition for each of our businesses is intense” and 



“—Consolidation in the Italian banking market could adversely affect our business and results 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,” “Risks Related to the Transactions—Bassilichi Payments’ business depends on its relationships with 
BMPS which is its primary customer. Substantial defaults in payments by BMPS, a material reduction in business from 
BMPS or the loss of BMPS as a customer could have a material adverse impact on our financial condition, results of 
operations and liquidity” and “Bassilichi Payments’ Business—Material Contracts—Agreements between Bassilichi 
Payments and BMPS—BMPS Framework Agreement.” 

Non-Recurring Effects 

Bassilichi Payments’ historical results are significantly impacted by non-recurring effects which affect the 
comparability between periods. Some of these effects relate directly to Bassilichi Payments’ relationship with BMPS, 
including the impact of the compensation payment received in fiscal year 2014 pursuant to the revenue guarantee 
(accounting for non-recurring income of €19.7 million), the indemnity payment received in 2015 due to the partial 
termination of an agreement for additional services entered into in 2013 (accounting for non-recurring income of 
€20.0 million), and the issuance of the credit note in fiscal year 2011, which accounted for charges against revenue in 
fiscal years 2012 through 2015. Bassilichi Payments expects to recognize additional charges against revenue due to the 
credit note in each of the years from 2016 through 2019. For the twelve months ended September 30, 2016, Bassilichi 
Payments received non-recurring compensation from BMPS of €23.7 million, which has been excluded from pro forma 
normalized EBITDA of the Combined Group. 

In addition, Bassilichi Payments’ results of operations include certain non-recurring gains from asset disposals, 
the capitalization of personnel costs and other one-off items. Certain project development costs, including ICT and 
non-ICT personnel costs, have been capitalized in Bassilichi Payments’ Financial Statements. Following the Bassilichi 
Payments Acquisition, we intend to align Bassilichi Payments’ capitalization policy with the ICBPI Group’s policy, 
which we expect to result in a lower rate of capitalization of non ICT-related personnel costs. 

See “The Mercury Payments Business’s and Mercury Processing International’s Business—Information and 
Communications Technology” and “Risk Factors—Risks Related to Our Business—Our operations are dependent on 
ICT and information systems, and any disruption of information systems, whether widespread or localized, could 
adversely impact our operations.” 

Comparability of Bassilichi Payments’ Financial Statements 

Bassilichi Payments’ Financial Statements represent Bassilichi Payments and its consolidated subsidiaries on a 
historical basis that differs from the acquisition perimeter we have agreed to acquire in connection with the Bassilichi 
Payments Acquisition. This difference will affect the comparability between Bassilichi Payments’ Financial Statements 
for historical periods and Bassilichi Payments’ results of operations and financial position presented in the future 
financial statements of HoldCo and its subsidiaries. For the twelve months ended September 30, 2016, the subsidiaries of 
Bassilichi Payments on the date the Bassilichi Payments Acquisition Agreement was entered into which we are not 
acquiring represented 38% of Bassilichi Payments’ consolidated revenues and 5% of Bassilichi Payments EBITDA. 
Comparability will additionally be affected by different accounting standards, as Bassilichi Payments’ Financial 
Statements are prepared in accordance with Italian GAAP, whereas the financial statements of HoldCo and its 
subsidiaries are prepared in compliance with IFRS. 

Explanation of Key Line Items 

The following section provides a description of Bassilichi Payments’ key income statement line items under 
Italian GAAP. 

Value of Production 

Value of production primarily consists of revenues from sales and services. Revenues from sales and services 
are the sum of the fees generated from services provided by Bassilichi Payments (such as POS management, ATM 
management, CBI Gateway Services and business process outsourcing (BPO)). Value of production also includes 
increases in non-current assets due to internally produced work and certain other revenues and income. 

Cost of Sales 

Cost of sales represents the sum of raw and ancillary materials and goods, services, use of third-party assets, 
cost of personnel (which includes expenditures related to employees, including raises, promotions, automatic 
cost-of-living increases, cost of accumulated vacation hours and allocations required by applicable law and by collective 
bargaining agreements), amortization of intangible assets, depreciation of property, plant and equipment, other 



write-downs of non-current assets, write-downs of current receivables, change in raw material inventories, risk allowance 
and other allowances as well as sundry operating expenses. 

Financial Income and Costs 

Financial income primarily includes interest income from equity investments and non-current receivables. 
Interest expense and other finance costs relate to the funding costs incurred by Bassilichi Payments. 

Extraordinary Income and Expenses 

Extraordinary income and expenses is the sum of capital gains on disposals and sundry other income and capital 
losses on disposals, taxes from prior periods and sundry expenses incurred. 

Profit Before Tax 

Profit before tax is the sum of the value of production, cost of sales, financial income and costs, adjustments to 
value of financial assets and extraordinary income and expenses. 

Income Tax Expense 

Income tax expense is the sum of current, deferred and advanced taxes and deferred tax assets and liabilities. 

Profit for the Period 

Profit is the sum of profit before tax and income tax expense. 

Results of Operations 

The following table provides an overview of Bassilichi Payments’ results of operations for the years ended 
December 31, 2014 and 2015, as well as for the nine months ended September 30, 2015 and 2016, as reported pursuant to 
Italian GAAP. 

 Year ended December 31, 
Nine months ended 

September 30 
 2014 2015 2015 2016 
 (in € millions) 

Value of production .............................................................................  329.3 278.0 204.6 199.7 
thereof: Revenues from sales and services ........................................  320.0 269.9 199.5 195.6 
thereof: Increases in non-current assets due to internally produced 

work ...............................................................................................  6.3 5.0 3.5 2.5 
thereof: Other revenues and income ..................................................  3.0 3.1 1.6 1.6 

Cost of sales ..........................................................................................  319.8 269.6 199.9 192.1 
thereof: Raw and ancillary materials, consumables and goods ..........  36.1 19.3 12.9 17.0 
thereof: Services ................................................................................  141.0 108.1 81.8 74.2 
thereof: Use of third party assets .......................................................  4.9 6.4 4.7 5.5 
thereof: Cost of personnel ..................................................................  110.9 113.7 84.9 83.5 
thereof: Amortization, depreciation and write-downs........................  21.6 19.9 14.9 13.0 
thereof: Changes in inventories of raw and ancillary materials, 

consumables and goods .................................................................  2.4 (0.5) (1.0) (2.4) 
thereof: Risk allowance .....................................................................  1.2 0.3 0.2 — 
thereof: Other allowances ..................................................................  — 0.4 0.1 — 
thereof: Sundry operating expenses ...................................................  1.8 2.0 1.5 1.3 

Financial income and costs ....................................................................  (3.0) (3.1) (2.2) (5.5) 
Extraordinary income and expenses ......................................................  (0.3) 0.3 0.2 (12.1) 
Profit before tax ...................................................................................  6.3 5.6 2.8 (10.4) 
Income tax expense: current, deferred and advanced ............................  4.3 2.6 1.4 (2.0) 
Profit for the period .............................................................................  2.0 3.0 1.4 (8.4) 



Discussion of Results of Operations 

Comparison of the Nine Months Ended September 30, 2016 to the Nine Months Ended September 30, 2015 

Value of Production 

The following table provides a breakdown of Bassilichi Payments’ value of production for the nine months 
ended September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Value of production ........................................................................................................................  204.6 199.7 

Value of production decreased by €4.9 million, or 2.4%, from €204.6 million in the nine months ended 
September 30, 2015, to €199.7 million in the nine months ended September 30, 2016. The decrease was mainly driven by 
the discontinuance of a contract with a large customer in Bassilichi Payments’ cash management business, which 
accounted for a decrease of approximately €15.0 million, and reductions in the number of bank branches Bassilichi 
Payments served. The decrease was partly offset by (i) an increase in Bassilichi Payments’ licensing business due to the 
acquisition of new customers; (ii) the launch of a new service offering in Bassilichi Payments’ ATM business; (iii) an 
increase in POS management revenues; (iv) non-recurring income in an amount equal to €3.8 million and (v) a decrease 
of €1.0 million in capitalized costs. 

Cost of Sales 

The following table provides a breakdown of Bassilichi Payments’ cost of sales by line item for the nine months 
ended September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Services ............................................................................................................................................ 81.8 74.2 
Use of third party assets ................................................................................................................... 4.7 5.5 
Cost of personnel ............................................................................................................................. 84.9 83.5 
Amortization, depreciation and write-downs ................................................................................... 14.9 13.0 
Raw and ancillary materials, consumables and goods ..................................................................... 12.9 17.0 
Changes in inventories of raw and ancillary materials, consumables and goods ............................. (1.0) (2.4) 
Risk allowance ................................................................................................................................. 0.2 — 
Other allowances ............................................................................................................................. 0.1 — 
Sundry operating expenses .............................................................................................................. 1.5 1.3 
Cost of Sales ................................................................................................................................... 199.9 192.1 

Services decreased by €7.6 million, or 9.3%, from €81.8 million in the nine months ended September 30, 2015, 
to €74.2 million in the nine months ended September 30, 2016 mainly due to a reduction in value of production. Cost of 
personnel decreased by €1.4 million, or 1.6%, from €84.9 million in the nine months ended September 30, 2015, to 
€83.5 million in the nine months ended September 30, 2016, mainly as a result of reductions in personnel in Bassilichi 
Payments’ BPO business. Amortization, depreciation and write-downs decreased by €1.9 million, or 12.8%, from 
€14.9 million in the nine months ended September 30, 2015, to €13.0 million in the nine months ended September 30, 
2016 mainly due to a reduction in the amortization of intangible assets. Raw and ancillary materials, consumables and 
goods increased by €4.1 million, or 31.8% from €12.9 million in the nine months ended September 30, 2015 to 
€17.0 million in the nine months ended September 30, 2016, due to an increase in licenses acquired for resale in 
Bassilichi Payments’ licensing business. 

Bassilichi Payments EBITDA 

The following table provides a breakdown of Bassilichi Payments EBITDA for the nine months ended 
September 30, 2015 and 2016. Bassilichi Payments calculates Bassilichi Payments EBITDA as net revenue, less external 
costs, cost of labor and capitalized costs. 

 
Nine months ended 

September 30, 



 2015 2016 
 (in € millions) 

Net revenue .....................................................................................................................................  201.1 197.2 
External costs ..................................................................................................................................  (99.9) (95.6) 
Cost of labor ...................................................................................................................................  (84.9) (83.5) 
Capitalized costs .............................................................................................................................  3.5 2.5 
Bassilichi Payments EBITDA ......................................................................................................  19.9 20.6 

Bassilichi Payments EBITDA increased by €0.7 million, or 3.5%, from €19.9 million in the nine months ended 
September 30, 2015, to €20.6 million in the nine months ended September 30, 2016. This result was driven by a 
reduction in net revenue due to the discontinuance of a contract with a large customer in Bassilichi Payments’ cash 
management business and reductions in the number of bank branches Bassilichi Payments served. In addition, capitalized 
costs decreased by € 1.0 million, or 28.6%, from €3.5 million in the nine months ended September 30, 2015 to 
€2.5 million in the nine months ended September 30, 2016, due to a lower level of development activities than in the 
previous period. The impact was more than offset by (i) lower external costs by €4.3 million, or 4.3%, which decreased 
from €99.9 million in the nine months ended September 30, 2015 to €95.6 million in the nine months ended 
September 30, 2016, due to a shift in sales mix toward the payments business in which external costs are generally lower 
than in other businesses (such as cash management) and (ii) lower cost of labor by €1.4 million, or 1.6% which decreased 
from €84.9 million in the nine months ended September 30, 2015 to €83.5 million in the nine months ended 
September 30, 2016, mainly as a result of reduced personnel in Bassilichi Payments’ BPO business. 

Income Tax Expense 

The following table provides an overview of Bassilichi Payments’ income tax expense for the nine months 
ended September 30, 2015 and 2016. 

 
Nine months ended 

September 30, 
 2015 2016 
 (in € millions) 

Income tax expenses: current, deferred and advanced ....................................................................  1.4 (2.0) 

Income tax expenses decreased by €3.4 million from tax expenses of €1.4 million in the nine months ended 
September 30, 2015, to a tax credit of €(2.0) million for the nine months ended September 30, 2016, primarily as a result 
of prepaid taxes and the loss during the period. 

Comparison of the Year Ended December 31, 2015 to the Year Ended December 31, 2014 

Value of Production 

The following table provides a breakdown of Bassilichi Payments’ value of production for the years ended 
December 31, 2014 and 2015. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Value of production ........................................................................................................................  329.3 278.0 

Value of production decreased by €51.3 million, or 15.6%, from €329.3 million in the year ended December 31, 
2014, to €278.0 million in the year ended December 31, 2015, primarily due to a €24.7 million revenue reduction in the 
cash management business, due to lower business volume under our main contracts. In addition, the following factors 
contributed to the decrease in value of production: (i) the sale of Bassilichi Payments’ ATM fleet to a major customer in 
the previous period, which also accounted for extraordinary income in the year ended December 31, 2014 that did not 
recur in the year ended December 31, 2015; (ii) lower sales volume on Bassilichi Payments’ POS terminals; (iii) the 
expiration of a contract with a major customer; (iv) lower business volume in Bassilichi Payments’ back-office business 
and (v) lower capitalized costs by €1.3 million, due to less internal development compared to the prior period. 

Cost of Sales 

The following table provides a breakdown of Bassilichi Payments’ cost of sales by line item for the years ended 
December 31, 2014 and 2015. 



 Year ended December 31, 
 2014 2015 
 (in € millions) 

Services ............................................................................................................................................ 141.0 108.1 
Use of third party assets ................................................................................................................... 4.9 6.4 
Cost of Personnel ............................................................................................................................. 110.9 113.7 
Amortization, depreciation and write-downs ................................................................................... 21.6 19.9 
Raw and ancillary materials, consumables and goods ..................................................................... 36.1 19.3 
Changes in inventories of raw and ancillary materials, consumables and goods ............................. 2.4 (0.5) 
Risk allowance ................................................................................................................................. 1.2 0.3 
Other allowances ............................................................................................................................. — 0.4 
Sundry operating expenses .............................................................................................................. 1.8 2.0 
Cost of Sales ................................................................................................................................... 319.8 269.6 

Services decreased by €32.9 million, or 23.4%, from €141.0 million in the year ended December 31, 2014, to 
€108.1 million in the year ended December 31, 2015. Cost of personnel increased by € 2.8 million, or 2.5%, from 
€110.9 million in the year ended December 31, 2014, to €113.7 million in the year ended December 31, 2015. 
Amortization, depreciation and write-downs decreased by € 1.7 million, or 7.9%, from €21.6 million in the year ended 
December 31, 2014, to €19.9 million in the year ended December 31, 2015. 

Bassilichi Payments EBITDA 

The following table provides a breakdown of Bassilichi Payments EBITDA for the years ended December 31, 
2014 and 2015. Bassilichi Payments calculates Bassilichi Payments EBITDA as net revenue, less external costs, cost of 
labor and capitalized costs. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Net revenue .....................................................................................................................................  323.0 273.0 
External costs ..................................................................................................................................  (186.2) (135.3) 
Cost of labor ...................................................................................................................................  (110.9) (113.7) 
Capitalized costs .............................................................................................................................  6.3 5.0 
Bassilichi Payments EBITDA ......................................................................................................  32.2 29.0 

Bassilichi Payments EBITDA decreased by €3.2 million, or 9.9%, from € 32.2 million in the year ended 
December 31, 2014, to €29.0 million in the year ended December 31, 2015. The main factors driving Bassilichi Payments 
EBITDA included (i) lower value of production; (ii) lower capitalized costs; (iii) improvement in manufacturing margins; 
(iv) higher labor costs mainly as a result of salary increases required by statutory law, seniority-based raises and higher 
performance bonuses compared to the previous period; and (v) lower general and administrative costs due to expenditure 
rationalization and efficiency measures. 

Income Tax Expense 

The following table provides an overview of Bassilichi Payments’ income tax expenses for the years ended 
December 31, 2014 and 2015. 

 Year ended December 31, 
 2014 2015 
 (in € millions) 

Income tax expenses: current, deferred and advanced ....................................................................  4.3 2.6 

Income tax expenses decreased by €1.7 million, or 39.5%, from €4.3 million in the year ended December 31, 
2014, to €2.6 million in the year ended December 31, 2015. This decrease was primarily the result of a regulatory change 
concerning the deductibility of personnel costs for IRAP purposes and the recognition of deferred tax assets with respect 
to risk provisions. 

  



Key Performance Indicators 

In assessing the performance of its business, Bassilichi Payments considers some of the same performance measures as 
the ICBPI Group. The following table provides an overview of the key measures Bassilichi Payments uses to monitor the 
performance of its businesses. Such indicators are not recognized measurements of financial performance under IFRS. 

 

 As of December 31, As of September 30, 
 2014 2015 2015 2016 

Number of managed POS ......................................................................  249,332 279,952 273,944 300,317 
Number of managed ATMs ...................................................................  6,114 5,749 5,972 5,339 
Number of e-banking workstations ........................................................  110,478 258,684 257,835 265,467 

Liquidity and Capital Resources 

Overview 

Bassilichi Payments is financed primarily with short-term and medium/long-term bank loans. The financial 
items are ordinary and current. Bassilichi Payments has historically had a policy of not distributing dividends, which has 
increased its degree of capitalization over the years. 

Cash Flows 

The table below shows cash flow statement information for the years ended December 31, 2014 and 2015 and 
for the nine months ended September 30, 2015 and 2016. 

 As of December 31, As of September 30, 
 2014 2015 2015 2016 
 (in € millions) 

Cash from operations .............................................................................  19.1 27.6 29.7 42.8 
Cash from investing activities ................................................................  (18.5) (21.2) (12.5) (12.9) 
Free cash flow(1) ....................................................................................  0.6 6.4 17.1 29.8 
Cash from financing activities ...............................................................  2.8 (9.8) (10.9) 18.9 
Cash from other activities ......................................................................  (4.8) (7.1) (5.5) (14.1) 
Net cash flow for the period(2) .............................................................  (1.4) (10.5) 0.7 34.7 
Cash and cash equivalents at the end of the period(3) .............................  (19.1) (20.5) (20.5) (31) 
Cash and cash equivalents at the beginning of the period(3) ..................  (20.5) (31) (19.8) 3.7 
Net cash flow for the period ..................................................................  (1.4) (10.5) 0.7 34.7 

 
(1) Free cash flow is composed of cash from operations less cash from financing activities and cash from investing activities. Free cash flow is 

not a performance indicator recognized under IFRS or Italian GAAP. Non-GAAP Measures are not necessarily comparable to the 
performance figures published by other companies. You should exercise caution in comparing these Non-GAAP Measures as reported by us 
to Non-GAAP Measures of other companies.  

(2) Net cash flow for the period is composed of free cash flow less cash from financing activities and cash from other activities. 

(3) Cash and cash equivalents includes the portion of long-term bank loans due within twelve months. 

Bassilichi Payments’ net cash flows have been subject to significant fluctuations, primarily because Bassilichi 
Payments has historically not actively sought to balance its investing activities and financing activities. In the year ended 
December 31, 2015, for example, a significant cash outflow from investing activities coincided with a significant cash 
outflow from financing activities. Bassilichi Payments believes that, as of the date of this Information Release, it has 
bank financing in place that better aligns with the needs of its operations. 

Capital Expenditures 

The following table presents Bassilichi Payments’ capital expenditures, net of disposals: 

 Year ended December 31, 
Nine months ended 

September 30, 
 2014 2015 2015 2016 
 (in € millions) 

Expansion capital expenditures..............................................................  16.0 19.1 14.3 14.0 



Maintenance capital expenditures ..........................................................  — — — — 
Capital expenditures ............................................................................  16.0 19.1 14.3 14.0 

In the periods presented above, Bassilichi Payments’ expansion capital expenditures primarily related to 
purchases of POS, ATM and ATM equipment, as well as to investments in intangible assets relating to work in progress 
and advances. For the year ended December 31, 2015, expansion capital expenditures increased primarily due to an 
investment in the land and building where Bassilichi Payments’ headquarters are located. 

Post-Employment and Pension Obligations 

The Bassilichi Payments’ Group has no post-employment and pension obligations 

Credit risk in Bassilichi Payments’ business arises from the possibility of an unexpected change in the 
creditworthiness of a customer which would decrease the market value of Bassilichi Payments’ receivables due from that 
customer. Credit risk encompasses both the risk of a customer’s insolvency (credit default risk) and the risk of 
deterioration in a customer’s creditworthiness (credit spread risk). Bassilichi Payments’ exposure to credit risk on trade 
receivables is influenced by its customer concentration and the nature of its customers which are mostly major banks. 

Bassilichi Payments is subject to market risk primarily as a result of its exposure to interest rate risks and 
derivative risks, as its operations are based on the provision of services and do not generally involve investments. 
Bassilichi Payments manages its market risk on the basis of a model of financial asset management. 

Interest rate fluctuations affect the market value of financial assets and liabilities and the level of net borrowing 
costs. It is the objective of Bassilichi Payments’ risk management function to minimize interest rate risk in the planning 
of Bassilichi Payments’ financial structure. Bassilichi Payments’ financial and treasury structure is tasked with obtaining 
the necessary funding and manages the resulting accounts, including structural transactions, consistent with specified 
objectives and in keeping with a limited risk profile. 

Derivative contracts are entered into with the sole objective of minimizing the exposure to interest rate risk and 
are not used for speculative purposes. Bassilichi Payments uses interest rate swaps to manage the balance between 
fixed-rate debt and variable-rate debt and to limit the impact of sudden increases in interest rates on its debt. The fair 
value of interest rate derivatives is calculated using the quotations or, respectively, contributions provided by the related 
banks issuing the contract. 

Liquidity Risk 

Liquidity risk describes the risk that Bassilichi Payments will be unable to meet its obligations on time without 
incurring unacceptable losses. Bassilichi Payments believes that it is adequately capitalized and not significantly exposed 
to liquidity risk. Through the banking system and capital markets, Bassilichi Payments has historically had access to a 
wide range of funding sources at competitive costs. Bassilichi Payments’ liabilities to third parties are significant, 
although Bassilichi Payments believes that its liabilities are sustainable by its structure. 

Operational Risk 

Operational risk is the risk of losses arising from errors or shortfalls in internal procedures, human resources, 
systems or external factors. 

Bassilichi Payments manages operational risk through appropriate control systems and controls to identify and 
prevent operational defects. The most important control system implemented by Bassilichi Payments consists of an 
integrated management and control system, developed on the basis of a quality system certified in 1999 supplementing 
the organization, management and control model pursuant to Legislative Decree No. 231/2001 (the “231 Model”). 

Additionally, Bassilichi Payments believes that its business continuity plan is a fundamental tool to mitigate 
operational risk. Bassilichi Payments’ business continuity plan includes measures designed to ensure the continuity of 
business processes related to the delivery of services (both the services supplied directly by Bassilichi Payments and 
those provided by its subsidiaries and/or vendors) in the event of serious accidents or disasters. An essential part of the 
plan relates to the disaster recovery plan, which sets out the technical and organizational methods Bassilichi Payments 
uses to resolve events that cause the unavailability of data processing centers. These plans are regularly updated and 
tested. 



Compliance Risk 

Bassilichi Payments conducts all its operational and commercial activities in and outside of Italy on the basis of 
a preliminary compliance check, seeking to ensure the observance of local laws and regulations in the performance of 
such activities. 

A compliance risk management function monitors and manages compliance risk. Bassilichi Payments adopted 
the 231 Model and it promotes awareness and observance of the 231 Model by all directors, employees and other staff, 
business and financial partners, consultants, customers and suppliers, taking the appropriate disciplinary or contractual 
measures in the event of non-compliance. 

Bassilichi Payments monitors and coordinates the administrative liability of legal entities with respect to the 
adoption of the 231 Model by the subsidiaries of Bassilichi Payments. In 2016, Bassilichi Payments’ compliance plan 
continued to be updated on the basis of applicable industry legislation as well as taking into account the corporate and 
organizational changes that occurred during the year. 

With respect to safety risks, Bassilichi Payments’ efforts to ensure an effective management of its processes is 
ongoing, including with respect to workers’ health, occupational safety and environmental protection. Bassilichi 
Payments has implemented a management system designed to systematically monitor the level of occupational health and 
safety and to ensure its continuous improvement. This system complies with the requirements of Legislative Decree 
No. 81/08. 

Critical Accounting Policies 

The following section discusses the main accounting policies applied in preparation of Bassilichi Payments’ 
financial statements. Bassilichi Payments’ financial statements have been prepared in accordance with Italian GAAP. 
Items are accounted for in accordance with the the accrual basis of accounting. 

Non-current Assets 

Intangible Assets 

Intangible assets are recorded at their purchase cost, including any incidental expenses. The cost of intangible 
assets with finite useful lives is amortized over the remaining useful life of the assets. Intangible costs include: 
(i) long-term research and development costs (capitalized in accordance with the board of the statutory auditors of 
Bassilichi Payments, in compliance with Article 2426 of the Italian Civil Code and with the Italian GAAP), which are 
amortized over five years; (ii) work in progress and advance costs incurred for uncompleted software development 
projects, pre-operating costs, development of new internal processes and know-how for which the usage process has not 
commenced yet; (iii) costs of software packages for long-term use, already in use, amortized over five years over the 
estimated useful life of such assets, starting from the first year of use of the asset (these costs include also business area 
restructuring costs, and are amortized over a maximum of ten years as is the goodwill deriving from the allocation of the 
merger deficit); (iv) costs for internally generated software as well as pre-operating and know-how costs (among these 
costs, the costs with a long-term useful life, are capitalized and amortized over five years); and (v) goodwill, which is 
amortized over ten years with the approval of the board of statutory auditors of Bassilichi Payments. 

Property, Plant and Equipment 

Property, plant and equipment are recognized at their purchase cost less accumulated depreciation. The value of 
the buildings (and the historical cost of one building) is increased by the revaluation performed in compliance with 
applicable law. The carrying value includes ancillary costs and costs incurred to prepare the asset for its intended use (the 
costs are reduced by any significant trade discounts and cash discounts). 

Annual depreciation, expensed in the income statement, is calculated on the basis of the use, designation and 
economic and technical duration of the assets, according to the estimated useful life criteria. The depreciation rate of the 
photovoltaic system was changed during 2014 from 9% to 3% pursuant to the instructions of the Italian tax authorities, as 
the new rate is considered representative of the system’s useful economic life. Other depreciation rates were applied with 
respect to other property and equipment of Bassilichi Payments. 

Financial Assets 

Investments in subsidiaries and associates, recognized as financial assets, are valued at purchase or subscription 
cost, less any impairment losses. Other equity investments are stated at their purchase or subscription cost. Equity 



investments represent a long-term, strategic investment for Bassilichi Payments. Treasury shares are recognized as 
non-current assets as they are intended to be kept for the long term. 

Leases 

Bassilichi Payments accounts for leases using the financial method. 

Receivables 

Receivables are recognized at their estimated realizable value. The nominal value is adjusted to the estimated 
realizable value by a provision for doubtful accounts, which takes into account the general environment, the business 
industry conditions and the general risk of default. 

Payables 

Payables are stated at their nominal value, as adjusted by any returns or billing adjustments. 

Prepayments, Accruals and Deferrals 

Prepaid expenses, accrued income, accrued expenses and deferred income are accounted for on a time basis. The 
conditions for recognizing the long-term accounts are verified, and adjustments are made as necessary. 

Inventories 

Raw and ancillary materials, consumables and finished products are measured using the LIFO method. Work in 
progress is measured on the basis of the revenue agreed by reference to the stage of completion. Given the type of 
contract, the stage of completion is determined as the percentage of the costs incurred to date in comparison with the total 
expected contract costs. 

Severance Indemnity Provision (TFR) 

This liability represents the actual amount of the severance pay (trattamento fine rapporto) due to employees, 
upon termination of employment, pursuant to applicable Italian law and and employment contracts, taking into account 
all forms of ongoing remuneration. It represents the total benefits accrued for employees as at the reporting date, net of 
any advances paid, and net of the amounts paid into the supplementary pension funds regulated by Legislative Decree 
No. 252/2005, in effect since 2007, and gross of any treasury fund receivables. The provision shows the amount that 
would be payable to employees if their employment should terminate on the reporting date, in compliance with the new 
regulations. 

Income Tax 

Taxes are accounted for on an accrual basis. These taxes represent the taxes paid or payable for the year, under 
applicable law, and deferred taxes or taxes paid in advance in relation to temporary differences originating or reversed in 
the year. 

Translation of Financial Statements in Foreign Currency 

Financial statements denominated in currencies other than the Euro are translated in the following manner: 
(i) assets and liabilities are translated at the exchange rate prevailing on the reporting date; (ii) income and expenses are 
translated at the average exchange rate of the year; and (iii) items of equity are translated at the historical exchange rate 
prevailing when they were formed. 

Revenue Recognition 

Sales revenues are recognized upon transfer of ownership, which normally coincides with the delivery or 
sending of goods. Financial and service revenues are recognized on a time basis. 

Translation of Items in Foreign Currency 

Receivables and payables originally denominated in a foreign currency are translated in euros at the exchange 
rate in effect on the day of the related transaction. No foreign exchange risk provisions have been entered because no 
material amounts are present. 



Guarantees, Commitments, Third-party Assets and Risks 

Risks relating to personal guarantees and collateral are stated in the accounts at the amount of the guarantee 
provided. 

Deferrable Assets (Impairment Testing) 

In order to check whether certain costs were deferrable, an impairment test was performed on investments, 
based on the approved business plan. According to the test results, all the carried-out investments out are fully 
recoverable through the achievement of margins on the future production foreseen in the approved business plan. 
Moreover, all asset disposals, including those of an extraordinary nature, have demonstrated that the historical values of 
the property, plant and equipment stated in the financial statements were covered by the disposal values, and also that the 
corporate assets contain significant underlying surplus values. Considering the expected economic and financial 
fundamentals, analytical methods (allowing an accurate appreciation of the economic and financial fundamentals and 
dynamics in both the short and medium-long term) were used to determine the value in use. 

  



THE MERCURY PAYMENTS BUSINESS’S AND MERCURY PROCESSING INTERNATIONAL’S 
BUSINESSES 

Overview 

We acquired the Mercury Payments Business from Intesa Sanpaolo on December 15, 2016. The Mercury 
Payments Business adds major card issuing and acquiring and POS processing and servicing capabilities to complement 
the capabilities of CartaSi. The Mercury Payments Business benefits from servicing the credit, debit and prepaid card 
issuing needs of Intesa Sanpaolo, one of the largest banking groups in Italy. In addition, Mercury Payments Business also 
has a proprietary payment processing platform that serves the Intesa Sanpaolo Group’s merchant acquiring business. 

In connection with the Mercury Payments Acquisition, we also acquired Mercury Processing International, a 
payment processor that serves local banks of the Intesa Sanpaolo Group in Central and Eastern Europe, with 
approximately 6.0 million cards, as well as 215,000 POS and 2,300 ATMs managed as of September 30, 2016. Mercury 
Processing International provides us optionality for expanding our footprint outside Italy. 

For the twelve months ended September 30, 2016, Mercury Payments Business would have generated 
€136.4 million in operating revenue and €83.6 million in combined segment normalized EBITDA (before pro forma 
adjustments and synergies). For the twelve months ended September 30, 2016, Mercury Processing International would 
have generated €38.5 million in revenues and €9.2 million in combined segment normalized EBITDA (before pro forma 
adjustments and synergies). We expect to achieve €20.0 million in synergies, with full realization between 2019 and 
2020, from the Mercury Payments Acquisition as a result of the migration of certain acquiring processing to the Mercury 
Payments Business and certain other in-house developments. 

History 

The Mercury Payments Business was founded in 1988 by the Italian Trading and Merchant association. In 1997, 
Intesa Sanpaolo acquired the Mercury Payments Business 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 Business 
was spun out into Intesa Sanpaolo, defining the perimeter of Mercury Payments Business for purposes of the Mercury 
Payments Acquisition. Mercury Processing International was founded in 2009 in Zagreb with the aim of managing Intesa 
Sanpaolo’s payment card operations in foreign markets, primarily Central and Eastern Europe. Mercury Processing 
International is a multi-country provider of payment processing services to Intesa Sanpaolo in Croatia, Slovenia, Serbia, 
Slovakia, Hungary, Rumania, Bosnia and Herzegovina, Albania and Egypt, directly and also through its fully owned 
subsidiary Mercury Processing International Slovenia. On December 15, 2016, the Mercury Payments Business and 
Mercury Processing International were acquired by Mercury Payments Bidco pursuant to the Mercury Payments 
Acquisition. 

Mercury Payments Business—Principal Business Activities 

Overview 

The Mercury Payments Business is a leading Italian payments institution, operating the payment processing 
platform for card payments through credit, debit and prepaid cards issued by one of Italy’s largest banking groups, Intesa 
Sanpaolo, which is also the second-largest card issuer in the Italian market with a stock of approximately 14.9 million 
issued credit, debit and prepaid cards and a market share of approximately 19% as of December 31, 2016. The Mercury 
Payments Business offers a full range of payment services. 

Card Issuing (Processing) 

The Mercury Payments Business is one of the leading processors of credit, debit and prepaid card payments in 
Italy for the year ended December 31, 2016. As of December 31, 2016, the Mercury Payments Business managed 
approximately 14.9 million credit, debit and prepaid cards issued by Intesa Sanpaolo and we estimate that Intesa 
Sanpaolo had approximately 19% market share. The Mercury Payments Business’s card issuing processing business 
generated about €91.0 million of operating revenue for the twelve months ended September 30, 2016. 

The Mercury Payments Business manages credit, debit and prepaid cards issued by Intesa Sanpaolo, including 
the authorization process, clearing activity with the operators of the payment networks, management of financial flows 
and all ancillary activities connected with the performance of the services under the ATM, POS and Card Issuing 
Contracts. In return, the Mercury Payments Business receives from Intesa Sanpaolo a monthly fee, with pricing tiered 
based on the type of card provided. The Mercury Payments Business also collaborates with Intesa Sanpaolo in 
connection with product development. 



In addition, the Mercury Payments Business carries out the following activities: 

• Management of the authorization process relating to electronic payment transactions initiated at POS of 
Intesa Sanpaolo’s merchant customers, the management of payment flows, as well as certain ancillary 
activities including the procurement of POS terminals, monitoring activities and fraud prevention. The 
Mercury Payments Business generates revenue in its POS processing and servicing business and acquiring 
processing business under its contracts with Intesa Sanpaolo based on the value of managed transactions, 
plus a monthly fixed fee for each POS (which varies depending on whether the POS terminal is an offline 
POS or an online POS); and 

• Management of the authorization process relating to withdrawal and cash transfers through payment cards 
at Intesa Sanpaolo’s ATMs, the management of payment flows, and certain ancillary activities. 

Payment Processing (POS/ATM) 

The Mercury Payments Business is one of the leading POS processing and servicing providers in Italy. Serving 
Intesa Sanpaolo’s merchant acquiring network of 426,000 POS as of December 31, 2016, Mercury Payments Business 
undertakes POS solution design, authorization, transaction processing and routing, and is a market leader in Italy for 
mobile POS. Mercury Payments Business 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 whether the POS terminal is a 
physical device or a mobile device). POS processing and servicing accounted for €31.1 million of operating revenue for 
the nine months ended September 30, 2016. 

ATM management relates to the management of the authorization process relating to withdrawal and cash 
transfers through payment cards at Intesa Sanpaolo’s ATMs, the management of payment flows, and certain ancillary 
activities. It generates revenue from a fixed fee for each transaction processed at an Intesa Sanpaolo ATM. ATM 
management accounted for €6.6 million of the Mercury Payments Business’s operating revenue for the nine months 
ended September 30, 2016. 

Other Services 

In addition to its core payment processing services, Mercury Payments Business also generates revenues from 
other services (such as data capture and virtual cards) accounting for €6.9 million of operating revenue for the nine 
months ended September 30, 2016. 

Mercury Processing International—Principal Business Activities 

Mercury Processing International is a payment processor that serves local banks of the Intesa Sanpaolo Group in 
Central and Eastern Europe, with more than 1,000 branches served. Mercury Processing International managed 
approximately 6.0 million cards, as well as approximately 215,000 POS and 2,300 ATMs as of September 30, 2016. For 
the twelve months ended September 30, 2016, Mercury Processing International generated €38.5 million of operating 
revenue. 

Material Contracts 

Mercury Payments Business Material Contracts 

Agreements between Mercury Payments Business and Intesa Sanpaolo 

POS, ATM and Card Issuing 

The Mercury Payments Business has entered into three core contracts with Intesa Sanpaolo concerning the 
supply by the Mercury Payments Business to Intesa Sanpaolo of card management, ATM and POS services. 

In December 2015, in connection with Intesa Sanpaolo’s preparation for its sale of the Mercury Payments 
Business, the Mercury Payments Business entered into several commercial agreements with Intesa Sanpaolo relative to 
the provision by Mercury Payments Business of the following services to Intesa Sanpaolo. 

• Management of credit, debit and prepaid cards issued by Intesa Sanpaolo, including managing of cards’ 
authorization process, clearing activity with the operators of the payment networks and all ancillary 
activities connected with the performance of the services under the agreement (the “Card Issuing 
Contract”). 



• POS processing and servicing, including the procurement of POS terminals, management of the 
authorization process of the electronic transaction, transaction monitoring and fraud prevention and 
management of financial flows (the “POS Contract”). 

• ATM management, including management of transactions of cash, withdrawal and payment advance by 
means of cards through ATM, and settlement of financial flows (the “ATM Contract” and, together with 
the Card Issuing Contract and the POS Contract, the “ATM, POS and Card Issuing Contracts”). 

In the context of the ISP Acquisition, the term of the ATM, POS and Card Issuing Contracts has been extended 
by ten years (subject to tacit renewal by a further two years). Both parties may withdraw from the ATM, POS and Card 
Issuing Contracts by providing two years’ written notice. 

Even though the core merchant acquiring business of the Mercury Payments Business was spun out into Intesa 
Sanpaolo with effect from January 1, 2016 (see “—History”), the Mercury Payments Business still provides certain 
services and assumes certain responsibilities in respect of the merchant acquiring business of Intesa Sanpaolo under the 
ATM, POS and Card Issuing Contracts (including the management of the certification process with merchants, the 
management of relationship with suppliers and certain other services particularly focused on POS management). 

Other Agreements 

The Mercury Payments Business has entered into several license agreements concerning the use of trademarks 
and industrial patterns with major network operators, such as Visa Europe, Mastercard and JCB. Many of these license 
agreements provide for a change of control provision. As of the date of this Information Release, none of these major 
network operators has exercised their right to terminate these agreements. See “Risk Factors—Risks Related to the 
Transactions—The Acquisitions and the Mercury Payments Business Acquisition will entitle customers and certain other 
business partners of Bassilichi Payments to terminate their agreements as a result of change of control provisions.” 

Mercury Processing International Material Contracts 

Mercury Processing International entered into several processing service contracts with individual members of 
Intesa Sanpaolo Group concerning services such as transaction authorization and processing; issuing and acquiring 
account maintenance; fraud management; card personalization and PIN production; statements generation; chargeback 
processing; application licenses and access to systems, as well as several value-added services. These contracts can be 
terminated by either party with six months’ advance notice and can be terminated without advance notice in the event a 
change of control in respect of Intesa Sanpaolo occurs. 

Customers 

The primary customer of the Mercury Payments Business is Intesa Sanpaolo, one of Italy’s largest banking 
groups. The primary customer of Mercury Processing International is local banks affiliated with Intesa Sanpaolo in the 
jurisdictions in which Mercury Processing International operates. Their respective merchant customers come from a wide 
range of attractive sectors such as the retail, luxury and hospitality industries. 

Information and Communications Technology 

The Mercury Payments Business utilizes software applications and technical infrastructures both for internal 
purposes and to provide services to its customers. The Mercury Payments Business has entered into ICT agreements with 
suppliers providing telecommunication, cards printing and other ICT services. In particular, one of the principal suppliers 
is ISGS S.c.p.A., a company part of Intesa Sanpaolo. Mercury Processing International utilizes a range of licensed 
software and has entered into several application agreements. Mercury Processing International has entered into ICT 
agreements with suppliers providing services such as telecommunication services, printing services for cards and other 
ICT services. 

Intellectual Property 

Before the Mercury Payments Acquisition, the Mercury Payments Business utilized trademarks owned by Intesa 
Sanpaolo including Mercury Payments. In the Mercury Payments Acquisition Agreement, the Mercury Payments 
Business undertook to discontinue its use of any intellectual property owned by Intesa Sanpaolo, including the name, 
brand and logo associated with each of “Mercury Payments” and ISP. As a result, the Mercury Payments Business was 
renamed Mercury Payment Services S.p.A. and Mercury Processing International was renamed Mercury Processing 
Services International d.o.o. on December 15, 2016, the closing date of the Mercury Payments Acquisition. 



Employees 

The following tables set forth the number of Mercury Payments Business’s employees expressed in full-time 
equivalents (FTEs) by function and business, respectively, as of December 31, 2013, 2014 and 2015 and as of 
September 30, 2015 and 2016: 

 As of December 31, As of September 30, 
Mercury Payments Business 2013 2014 2015 2015 2016 
Top managers.....................................................................  8 8 8 8 8 
Middle managers ...............................................................  16 18 17 17 20 
White collar employees .....................................................  255 255 250 250 245 
Fixed term contracts ..........................................................  0 0 3 3 14 
Group total(1) ....................................................................  279 281 278 278 287 

 
(1) Employee figures are FTE figures (excluding temporary workers). Employee figures are based on the number at period-end. 

All of the Mercury Payments Business’s employees are subject to the Italian national collective bargaining 
agreement for employees of commercial companies (contratto collettivo nazionale di lavoro del commercio). 

 As of December 31, As of September 30, 
Mercury Processing International 2013 2014 2015 2015 2016 
Top managers.....................................................................  8 8 8 8 6 
Middle managers ...............................................................  31 32 32 32 27 
White collar employees .....................................................  298 304 315 308 298 
Fixed term contracts ..........................................................  21 18 14 14 13 
Group total(1) ....................................................................  358 362 369 362 344 

 
(1) Employee figures are FTE figures (excluding temporary workers). Employee figures are based on the number at period-end. 

Pensions 

Italian law provides that, upon termination of employment, Italian employees are entitled to severance pay 
(trattamento fine rapporto) based on their annual salary, the duration of their employment and the rate of inflation. The 
Mercury Payments Business considers its relations with employees, works councils and unions to be satisfactory and has 
not had any significant labor issues during the past three years. 

The Mercury Payments Business makes pension contributions on behalf of its employees as required by 
applicable Italian law. Moreover, the Mercury Payments Business adopted a company pension scheme, which is 
mandatory for its executives and to which employees are enrolled on a voluntary basis. Other than increases in 
contributions required by law, we do not expect significant pension liabilities going forward. 

Mercury Processing International makes pension contributions on behalf of its employees as required by 
applicable Slovenian law. Other than increases in contributions required by law, we do not expect significant pension 
liabilities going forward. 

Property and Equipment 

As of September 30, 2016, the Mercury Payments Business owns property, equipment and investment property 
in with a carrying amount equal to € 6.8 million, which we believe mainly consists of ICT equipment and POS terminals. 

Organizational Structure 

Pursuant to the Mercury Payments Acquisition, Mercury Payments Bidco acquired 100% of the share capital of 
each of Setefi Services S.p.A. (which includes the Mercury Payments Business) and Mercury Processing International. 
As of the date of this Information Release, the Mercury Payments Business does not have any subsidiaries. Mercury 
Processing International’s corporate group consists of Mercury Processing International and its wholly owned 
subsidiaries ISPC Slovenia and ISPC BH. 

Insurance 

Mercury Payments Business maintains insurance against various risks related to its business. Mercury Payments 
Business believes that its existing insurance policies are adequate, in terms of both amounts covered and conditions of 



coverage, to cover the major risks of its business, taking into account the cost of insurance coverage and potential risks to 
business operations. However, there can be no assurance that no losses will be incurred or that this coverage will be 
sufficient to cover the cost of defense or damages in the event of a significant claim. 

Legal Proceedings 

Mercury Payments Business becomes involved from time to time in various claims and lawsuits arising in the 
ordinary course of its business, such as employee claims, disputes with suppliers and clients, and proceedings initiated by 
public authorities. The most significant pending claims, lawsuits, investigations or proceedings of which we are currently 
aware are described below: 

• Unlawful termination of employment:  A former executive sued Mercury Payments Business claiming 
unlawful termination of the employment relationship and damages in the amount of approximately 
€5.4 million. In June 2015, the Tribunal of Milan ruled in favor of the plaintiff but awarded a judgment of 
€0.5 million. The plaintiff appealed the judgment issued by the Tribunal of Milan on June 14, 2016. The 
first hearing has been scheduled on May 16, 2017. 

• Employee intellectual property:  The same executive that sued for unlawful termination of employment 
also brought a claim against Mercury Payments Business alleging that he had invented certain patents used 
in Mercury Payments Business’s business and requesting compensation in an amount equal to 
approximately €8.2 million. An expert was appointed by the court in order to verify the legitimacy of the 
claim. On November 10, 2016, the court-appointed expert filed his final report, concluding that the alleged 
inventions were not patentable. The court has scheduled the final hearing for November 29, 2017. 

Except for the above, to our knowledge, Mercury Payments Business is currently not involved in any legal 
proceedings which, either individually or in the aggregate, are expected to have a material adverse effect on its financial 
position or results of operations. We note, however, that the outcome of legal proceedings can be extremely difficult to 
predict, and we offer no assurances in this regard. 



DESCRIPTION OF MPS ACQUIRING 

Overview 

MPS Acquiring constitutes the merchant acquiring and POS management contracts of BMPS, Italy’s 
fourth-largest bank. MPS Acquiring includes contracts with approximately 100,000 merchant acquiring customers. 
Pursuant to the MPS Acquisition, CartaSi will service MPS Acquiring pursuant to the direct licensing model, instead of 
the licensing associate model, which means that CartaSi will gain an improved merchant proposition, accelerate its 
innovation cycle and will increase its presence on the value chain for BMPS’s merchant acquiring business. We expect 
the MPS Acquisition to benefit CartaSi by furthering and strengthening its relationship with BMPS, Italy’s fourth-largest 
bank, while increasing CartaSi’s share of fees and providing access to the merchant customer network of BMPS’s more 
than 2,000 bank branches across Italy as of December 31, 2016. 

MPS Acquiring provides the following volumes of business: 

• Merchant acquiring:  We estimate that MPS Acquiring accounts for approximately 9% of the Italian 
acquiring market, approximately 8% of the Italian acquiring Pago Bancomat market and approximately 9% 
of the Italian acquiring Visa/MasterCard market (in each case, by volume for the year ended December 31, 
2015). 

• POS management:  In relation to the POS management business, CartaSi will install, manage and rent 
POS to merchant customers of MPS Acquiring, as well as servicing MPS Acquiring’s existing POS 
contracts. As of September 30, 2016, approximately 112,700 POS were rented, and an additional 27,500 
POS were owned by merchant customers. 

In the twelve months ended September 30, 2016, MPS Acquiring generated €80.6 million in operating revenue 
and €44.4 million in combined segment normalized EBITDA. 

 
Nine months ended 

September 30, 
Year ended 

December 31, 

Twelve months 
ended 

September 30, 
 2015 2016 2015 2016 
 (in € millions) 

Segment normalized EBITDA ...............................................  20.4 37.2 27.6 44.4 
Operating revenue ..................................................................  45.6 65.0 61.2 80.6 

The MPS Acquisition Agreement contains certain protections that help to ensure that the commercial 
relationship between BMPS and CartaSi in respect of merchant acquiring and POS management under MPS Acquiring is 
not materially altered for a period of ten years following the MPS Acquisition. See “Summary—The Transactions—The 
Acquisitions—The MPS Acquisition.” 

History 

BMPS was founded in 1472 and is the oldest continuously operating bank in Italy. BMPS acquired Banca 
Antonveneta S.p.A., an Italian bank which had founded the merchant acquiring services that came to become MPS 
Acquiring, in 2008. Following this acquisition, BMPS rolled out merchant acquiring services across its entire Italian 
network of bank branches. In 2009, BMPS began to insource its merchant acquiring and POS management activities 
from CartaSi and consolidated these businesses under the umbrella of its own brand MPShop. Under its new brand, 
BMPS performed merchant acquiring and POS management services on behalf of the entire BMPS group. 

Material Contracts Related to MPS Acquiring 

CartaSi Issuing and Acquiring Contract 

In September 2012, CartaSi entered into a commercial agreement with BMPS under which CartaSi undertook to 
provide BMPS with several services related to card issuing and merchant acquiring services, including management of 
credit card transactions and ATM terminals, as well as the management of the relationships with certain card scheme 
operators (the “Issuing and Acquiring Contract”). In connection with the Bassilichi Payments Acquisition, CartaSi and 
BMPS agreed to modify certain terms of the Issuing and Acquiring Contract. In particular, and subject to closing of the 
Bassilichi Payments Acquisition, the parties agreed to extend the term of the Issuing and Acquiring Contract for a further 
six years from the closing date of the Bassilichi Payments Acquisition on the same terms and conditions as the existing 
contract, subject to a tacit renewal for another two-year period, and to waive their respective termination rights during 
this period. In connection with the MPS Acquisition, pursuant to which CartaSi will in the future provide merchant 



acquiring services directly to BMPS’s former merchant acquiring customers, CartaSi further agreed that the Issuing and 
Acquiring Contract would remain effective with respect to the issuing activities carried out for BMPS. 

MPS Acquiring’s Agreements with Merchants 

BMPS’s relationship with merchants which use its payment processing systems (so-called “MPShop” service) 
is governed by a standard form, Italian law-governed merchant agreement which allows merchants to accept payment 
cards and process the transactions they originate through POS terminals supplied by BMPS (by way of a third-party 
supplier that activates, maintains and manages the service). The agreement contains the terms and conditions of (i) the 
merchant’s rights and obligations regarding the use of POS terminals for payment of goods or services and (ii) the service 
provided to the merchant by BMPS (and through third-party suppliers). In particular, under the terms of the merchant 
agreement, the MPShop service allows the merchant to obtain the payment of goods or services purchased by cardholders 
through a POS terminal supplied by BMPS for a fee negotiated on an individual basis between the bank and the 
merchant. The merchant agreement provides for a fee adjustment mechanism on a yearly basis (upon agreement of the 
parties). BMPS undertakes to provide the merchant with assistance in case of technical problems arising from the use of 
POS terminals. BMPS may withdraw from the merchant agreement by providing typically two months’ written notice or, 
in certain cases, without advance notice (e.g., in case of frequent fraudulent payment transactions). The merchant may 
withdraw from the agreement without advance notice and without incurring penalties. The merchant agreement provides 
also for an express termination clause according to which BMPS may withdraw from the agreement in case of the 
occurrence of certain events (i.e., default of certain contractual undertakings by the merchant). Merchants could use POS 
terminals for services other than those related to the acceptance of payment cards (such as VAS services), provided that a 
specific agreement is entered into between these third party providers and BMPS. BMPS is liable for fraudulent 
electronic payment transactions reported on Visa and MasterCard circuits. There are a number of variations to the 
standard merchant agreement which apply to specific industries and markets, such as those merchants engaged in 
electronic (internet) sales, mail and telephone sales, hotel sales, and car rentals. Finally, the merchant agreement includes 
MyBank, an account based service targeting eCommerce merchants. Pursuant to the MPS Acquisition Agreement, 
CartaSi will enter into direct contractual relationships with the merchant customers of MPS Acquiring. 

Sales and Marketing 

MPS Acquiring allows CartaSi to benefit from the merchant customer relationships generated by the BMPS 
branch network, which has deep local roots across all of Italy. Upon completion of the MPS Acquisition, CartaSi and 
BMPS intend to enter into a marketing and distribution agreement pursuant to which BMPS will make available and 
promote, market and distribute on an exclusive basis for, at least, five years, to its merchant customers CartaSi products 
and services and refer its customers interested in such products and services to CartaSi. See “Summary—The 
Transactions—The Acquisitions—The MPS Acquisition.” 

Customers 

The approximately 100,000 merchant customers of MPS Acquiring include both large retailers and SMEs, such 
as hotels, restaurants, pharmacies, opticians, dentists, professional services and other. In addition, some of the largest 
Italian grocery stores and retail chains are current merchant acquiring customers of MPS Acquiring. In 2016, 60% of 
MPS Acquiring’s total POS transaction volume was from large retailers, with the remaining 40% from SMEs. 

Suppliers 

Historically, BMPS has engaged CartaSi to provide merchant acquiring services under the licensing associate 
model, engaged with Bassilichi Payments for merchant servicing and POS management, and engaged with SIA for 
payment processing. Following the MPS Acquisition, we will have consolidated all of the service providers for MPS 
Acquiring into CartaSi, with the exception of SIA, which we expect to continue to provide payment processing services 
to MPS Acquiring (potentially together with the Mercury Payments Business). 

Information and Communications Technology 

The MPS Portfolio utilizes several software applications owned by BMPS, including GEPO and Ecommerce. 
Following the MPS Acquisition, a plan to effect the IT and Operations migration of the MPS Portfolio from the IT 
platform of BMPS to the IT platform of CartaSi will be implemented, aiming at minimizing IT intervention and 
discontinuity on the existing processes and applications. 



Intellectual Property 

Before the MPS Acquisition, MPS Acquiring utilized trademarks owned by BMPS including the MPShop 
brand. In the MPS Acquisition, MPS Acquiring undertook to discontinue its use of any intellectual property owned by 
BMPS, including the MPShop brand, as soon as reasonably practicable and in any case no later than December 31, 2018. 

Employees 

The following table sets forth the number of employees expressed in full-time equivalents (FTEs) by function 
associated with MPS Acquiring as of December 31, 2015 and as of September 30, 2016: 

 
As of 

December 31, 
As of 

September 30, 
 2015 2016 

Executive ..........................................................................................................................................  1 1 
White collar employees ....................................................................................................................  23 23 
Total(1) ..............................................................................................................................................  24 24 

 
(1) Employee figures are FTE figures (excluding temporary workers). Employee figures are based on the number at period-end. This table does 

not include one additional employee seconded from BMPS. 

These employees are subject to the Italian national collective agreement for employees of financial institutions 
(contratto collettivo nazionale di lavoro per le imprese creditizie), while top managers are subject to a specifically 
tailored variation of this collective bargaining agreement (contratto collettivo nazionale di lavoro per i dirigenti delle 
imprese creditizie). Following the MPS Acquisition, these employees will become employees of CartaSi. 

Pensions 

Italian law provides that, upon termination of employment, Italian employees are entitled to severance pay 
(trattamento fine rapporto) based on their annual salary, the duration of their employment and the rate of inflation. We 
understand that BMPS has not had any significant labor issues relating to employees associated with MPS Acquiring 
during the past three years. 

MPS Acquiring’s employees have benefited from the BMPS contribution pension scheme, in addition to 
national pension scheme. Upon transfer to CartaSi, MPS Acquiring’s employees will be offered the opportunity to join 
the ICBPI Group pension plan at the same terms and conditions of all other CartaSi employees. Other than employer 
contributions towards the ICBPI Group pension plan and increases in contributions required by law, we do not expect 
significant pension liabilities going forward. 

Property and Equipment 

As of the date of this Information Release, no property or equipment is material to MPS Acquiring. 

Organizational Structure 

Pursuant to the MPS Acquisition, the ICBPI Group will acquire all of the assets and liabilities constituting MPS 
Acquiring as a going concern. 

Legal Proceedings 

BMPS becomes involved from time to time in various claims and lawsuits relating to MPS Acquiring. The most 
significant pending claim, lawsuit, investigation or proceeding of which we are currently aware is a claim for damages 
deriving from the interruption, without notice, of the virtual POS service. The plaintiff requested compensation for 
damages in the amount of approximately €1.2 million. An expert was appointed by the court in order to verify the 
legitimacy of the claim. The court has scheduled the next hearing for May 25, 2017. A provision equal to 5% of the 
claimed sum has been set aside, in accordance with the BMPS group policy. This claim was not included in the perimeter 
of the MPS Acquisition, and so we do not expect that it will result in liability for us. 

Except for the above, to our knowledge, BMPS is currently not involved in any legal proceedings relating to 
MPS Acquiring which, either individually or in the aggregate, is expected to have a material adverse effect on its 
financial position or results of operations. 



BASSILICHI PAYMENTS’ BUSINESS 

Overview 

Bassilichi Payments is a leading Italian payments group. Built on a deeply-ingrained relationship with BMPS, 
Italy’s fourth-largest bank and Bassilichi Payments’ most significant client, Bassilichi Payments provides payments, 
business process outsourcing (BPO) and other services to financial institutions, approximately 130,000 merchants and 
approximately 600 business clients. In the twelve months ended September 30, 2016, Bassilichi Payments processed a 
volume of approximately €24.0 billion in POS transactions, €1.0 billion in eCommerce transactions, €157.3 billion in 
CBI Gateway-transactions and generated total value of production of €273.1 million. We have agreed to acquire 
Bassilichi Payments in the Bassilichi Payments Acquisition. 

Bassilichi Payments’ key business lines in connection with the Bassilichi Payments Acquisition are: POS 
management, eCommerce, self-service kiosk management, cash management and CBI Gateway services.  

POS Management 

Bassilichi Payments provides POS management services to merchants. As of September 30, 2016, Bassilichi 
Payments provided POS management services on 300,317 POS. Bassilichi Payments has a well-invested POS installed 
base. According to our estimates, approximately 60% of Bassilichi Payments’ managed POS fleet is not more than two 
years old, with a majority less than one year old. The proportion of cordless POS within Bassilichi Payments’ fleet is 
high relative to its competitors, accounting for around 40%. 

Bassilichi Payments’ POS business is carried out through two different distribution models, including the 
business-to-business model (which is akin to CartaSi’s licensing distribution model) and the business-to-merchant 
distribution model (which is akin to CartaSi’s direct model). 

• Business-to-business:  In its business-to-business distribution model, Bassilichi Payments provides POS 
services on behalf of business partners (including banks such as BMPS) and enables such business partner’s 
merchant customers to accommodate and execute electronic payments. Bassilichi Payments carries out the 
installation, configuration, activation, and maintenance of POS for its partners’ merchant customers and 
provides helpdesk services and technical assistance and support (both remotely and on-site). In this 
distribution model, POS management starts with the terminal deployment and spans over the POS terminal 
handling, the authorization processing and switching, the settlement activities, as well as various support 
services for general inquiries, POS terminal problems, financial reconciliation issues, changes of address or 
changes in the merchants’ respective house bank. Bassilichi Payments also provides mobile POS solutions 
(on tablet computers and smartphones) and virtual POS solutions for e-Commerce customers, which 
consists of the establishment of an internet gateway to create an online POS in case the merchant intends to 
enable online sales on its website. 

• Business-to-merchant:  In its business-to-merchant distribution model, Bassilichi Payments provides the 
same services as those included in its business-to-business model but additionally carries out the negotiation 
of the customer contract and pricing terms, the determination of whether the merchant prefers to purchase, 
lease or rent its POS terminals, the onboarding activities, the assessment of the credit risk represented by 
the merchant (referred to as “credit scoring”), fraud database checks, anti-money laundering checks and in 
certain instances Bassilichi Payments also provides acquiring processing services (using a payment 
facilitator license). 

Bassilichi Payments may also act as card issuer in certain instances (prepaid cards) providing customer care, 
dispute and fraud management activities. 

eCommerce 

Bassilichi Payments manages a multi-featured online payment gateway service. Since its foundation in the late 
nineties, this service evolved to respond to changes in technology (in terms of payment instruments, types of transactions 
and merchant integration methods) and customers’ needs in terms of security, performance and scalability. Nowadays, 
the payment gateway platform, which was released in 2016 and developed in-house, supports more than 4,500 merchants 
in their eCommerce selling activities, several banks and merchant acquirers in Italy and Eastern Europe. 

Self-Service Kiosk Management 

Bassilichi Payments provides fleet management for self-service kiosks, such as information terminals placed in 
bank branches and hospitals. Bassilichi Payments also provides new branch solutions for banks under this service. For 



the twelve months ended September 30, 2016, Bassilichi Payments generated €5.1 million in revenue from self-service 
kiosk management. 

Cash Management 

Bassilichi Payments’ business also involves ATM management and TCR-TAU services. As of September 30, 
2016, Bassilichi Payments managed approximately 5,339 ATMs (including BMPS ATMs) and 6,808 TCR-TAU units. 

Automated teller machine (ATM) management comprises the set up and maintenance of ATMs on behalf of 
customers (which are mostly banks). The management of ATMs can take various forms, subject to the individual 
customer’s requirements, and ranges from the complete management of an ATM fleet to parts of the value chain such as 
pre-processing. 

Teller cash recyclers (TCRs) are a sub-category of teller assist units (TAU). Both are machines used in retail 
banking for the disbursement and deposit of banknotes, supporting the bank teller transactional operations. These 
machines may also be deployed in casino operations or the back-office of large retailers. Bassilichi Payments’ services 
encompass the supply and installation of these machines, as well as technical assistance delivered through a network of 
specialized technical centers operating throughout Italy. Bassilichi Payments also provides the innovative B.Right ICT 
application which was developed in-house by its team of ICT specialists. This application collects and processes the data 
needed to compile the documentation required by the Bank of Italy for cash transactions. 

CBI Gateway Services 

The Corporate Banking Interbancario platform (CBI Gateway) is an Italian payment platform that was initially 
designed to facilitate interbank payments and communication between corporations. Subsequently it was integrated into a 
payment hub also connecting public authorities and allowing for direct payment collection and delivery of supporting 
documentation between banks and public authorities such as the Bank of Italy. Bassilichi Payments provides the 
necessary ICT infrastructure to enable its customers to participate in the CBI Gateway. In the twelve months ended 
September 30, 2016, Bassilichi Payments serviced 10 CBI Gateway contracts, generating revenue of €10.5 million. 

Business Process Outsourcing Services 

Bassilichi Payments’ BPO services segment provides business process outsourcing services to companies in the 
financial services sector, generating revenue of €97.0 million in the twelve months ended September 30, 2016. In this 
segment, Bassilichi Payments supports banks and corporates in the management of their main back office activities. 
Nearly all of the BPO services provided by Bassilichi Payments are provided by the Excluded Companies, and so will 
not be acquired by us in the Bassilichi Payments Acquisition. 

Other Services 

Bassilichi Payments’ other services-segment offers a wide range of physical cash management, licensing and 
fleet management services that are ancillary to the Italian payments infrastructure. This segment accounted for revenue of 
€48.8 million in the twelve months ended September 30, 2016. Most of these other services are provided by the Excluded 
Companies, and so will not be acquired by us in the Bassilichi Payments Acquisition. 

History 

Bassilichi Payments was founded in 1957, with a business model rooted in technical assistance and office 
automation. It entered the POS management market in 1990 and gradually expanded into monetics, business services, 
security and facility management. In 2013, Bassilichi Payments expanded into Central Eastern Europe, with a venture 
focused on monetics. Prior to giving effect to the Bassilichi Payments Acquisition, Bassilichi Payments consists of nine 
companies and several minority interests. In connection with the Bassilichi Payments Acquisition, the Excluded 
Companies will be spun out of Bassilichi Payments to its current shareholders who will maintain the commercial 
relationship with Bassilichi Payments. 

Material Contracts 

Agreements Between Bassilichi Payments and BMPS 

BMPS Framework Agreement 

In 2005, Bassilichi Payments and BMPS entered into a framework agreement (the BMPS Framework 
Agreement) which regulated certain key aspects of their strategic alliance. The BMPS Framework Agreement was 



terminated in 2015 by way of the Novation Agreement, amending the duration, renewal, and termination provisions of 
the contract entered into on the basis of the BMPS Framework Agreement. Pursuant to the Novation Agreement, BMPS 
is now required to assign certain POS, ATM and CBI Gateway services to Bassilichi Payments for agreed per annum fees 
and subject to a minimum turnover guarantee. In addition, BMPS has the right to assign additional services (such as 
BMPS’s debit cards issuing platform, additional services related to corporate banking, and value-added services on POS 
terminals) to Bassilichi Payments outside the fixed fee arrangements, and Bassilichi Payments is entitled to approach 
BMPS with offers for other services. The minimum turnover guarantee set out in the Novation Agreement had retroactive 
effect for the fiscal year 2014. Bassilichi Payments called on the turnover guarantee in fiscal year 2014 and received a 
compensation payment in an amount equal to € 19.7 million. The contractual relationship between the parties was 
strengthened in connection with, and subject to completion of, the Bassilichi Payments Acquisition Agreement. On the 
one hand, Bassilichi Payments and BMPS agreed to extend the term of their contractual arrangements related to POS, 
ATM and CBI Gateway services for additional six years starting from the closing of the Bassilichi Payments Acquisition 
(and subject to a tacit renewal for another two-year period) with the same terms and conditions as provided under the 
existing Novation Agreement, and BMPS waived its termination rights during this period. On the other hand, the term of 
the contractual arrangements related to other services contracted under the BMPS Framework Agreement was extended 
by three years from the closing of the Bassilichi Payments Acquisition, subject to tacit renewal each year and a three-year 
notice requirement in case of termination by BMPS. 

POS, ATM and Corporate Banking 

In January 2009, Bassilichi Payments entered into a commercial agreement with a subsidiary of BMPS under 
which Bassilichi Payments undertook to provide BMPS with services related to the ATM management, including help 
desk, hardware assistance and installation (the “ATM Contract”). 

In January 2011, Bassilichi Payments entered into a commercial agreement with a subsidiary of BMPS under 
which Bassilichi Payments undertook to provide BMPS with services related to the POS management, including help 
desk, hardware assistance, Ecommerce and POS rental (the “POS Contract”). In connection with the closing of the MPS 
Acquisition, we have the right to terminate this agreement, and in such circumstance, CartaSi would replace the 
subisidary of BMPS as the contractual counterparty of Bassilichi in a similar arrangement. 

In January 2011, Bassilichi Payments entered into a commercial agreement with a subsidiary of BMPS under 
which Bassilichi Payments undertook to provide BMPS with services related to interbanking corporate payments service, 
including services related to the CBI Gateway (the “CBI Contract” and, together with the ATM Contract and the POS 
Contract, the “ATM, POS and CBI Contracts”). 

Sales and Marketing 

Bassilichi Payments’ sales division (composed of 26 employees) is focused on the management of the 
customers’ portfolio and on business development. This division is also responsible for the sales of other companies of 
Bassilichi Payments (i.e., Consorzio Triveneto and Moneynet). Bassilichi Payments’ marketing division (composed of 3 
employees) is focused on product content management for marketing purposes and on the management of the customer’s 
portfolio. 

Customers 

Bassilichi Payments’ business is primarily conducted through BMPS which is Bassilichi Payments’ primary 
customer. BMPS accounted for approximately 60% of Bassilichi Payments’ operating revenue for the year ended 
December 31, 2016, in its capacity as partner bank and bank customer. Bassilichi Payments’ recurring customer base has 
remained relatively constant over the last three years, with banks such as BNP Paribas, Banca Popolare dell’Emilia 
Romagna PER and Banca Popolare di Vicenza, representing the other main customers. As of December 31, 2016, 
Bassilichi Payments served approximately 1,500 customers. As of December 31, 2016, Bassilichi Payments had a 
significant degree of customer concentration by POS terminals, with the top client representing approximately 45% of the 
total customers and the top three clients representing 61% of the total customers. 

Information and Communications Technology 

Bassilichi Payments utilizes a broad portfolio of software applications and technical infrastructures both for 
internal purposes and to provide services to its customers. There are three key ICT frameworks employed across 
Bassilichi Payments: First, the Bassilichi Payments-Consorzio Triveneto framework, providing multiple software 
applications for business and corporate services (for example, VPOS management for eCommerce, POS back-office and 
M-POS TvPay). Second, the Moneynet framework, providing software applications for merchants and customers. Third, 
Bassilichi Payments CEE-ARSBLUE which includes ASOFT, a software application for payment systems. Some ICT 
applications and technical infrastructures are outsourced. 



Intellectual Property 

Bassilichi Payments owns the rights to the Bassilichi brand (including B.Place and LABanca). In addition, 
Bassilichi Payments owns a patent called “remote identification system and tracking of remote transportation activity,” 
registered in 2010 and related to a software application. 

Employees 

The following tables set forth the number of Bassilichi Payments’ employees expressed in full-time equivalents 
(FTEs) by function and business, respectively, as of December 31, 2013, 2014 and 2015 and as of September 30, 2015 
and 2016: 

 As of December 31, As of September 30, 
 2013 2014 2015 2015 2016 

Top managers.....................................................................  17 20 20 22 21 
Middle managers ...............................................................  53 69 70 70 74 
White collar employees .....................................................  896 938 957 955 954 
Fixed term contracts ..........................................................  21 8 6 5 22 
Group total(1) ....................................................................  987 1,035 1,053 1,051 1,070 

 
(1) Employee figures are FTE figures (excluding temporary workers). Employee figures are based on the number at period-end. 

 

 As of December 31, As of September 30, 
 2013 2014 2015 2015 2016 

Bassilichi Payments ...........................................................  749 745 754 759 752 
Consorzio Triveneto ..........................................................  126 126 127 124 124 
Moneynet ...........................................................................  73 72 75 73 97 
Bassilichi Payments CEE(1)................................................  35 87 93 91 93 
Bassmart ............................................................................  5 5 5 5 5 
Group total(2) ....................................................................  987 1,035 1,053 1,051 1,070 

 
(1) Employee figures for Bassilichi Payments CEE include employees of Ars Blue, a company participated by Bassilichi Payments CEE. 

(2) Employee figures are FTE figures (excluding temporary workers). Employee figures are based on the number at period-end. 

All of Bassilichi Payments’ employees are subject to Italian national collective agreements including 
agreements applicable to employees of commercial companies, industrial companies, financial institutions and 
telecommunication companies. We believe that Bassilichi Payments considers its relations with employees, works 
councils and unions to be satisfactory, and has not had any significant labor issues during the past three years. 

Pensions 

Italian law provides that, upon termination of employment, Italian employees are entitled to severance pay 
(trattamento fine rapporto) based on their annual salary, the duration of their employment and the rate of inflation. 

Bassilichi Payments makes pension contributions on behalf of its employees as required by applicable Italian 
law. Other than increases in contributions required by law, we do not expect significant pension liabilities going forward. 

Property and Equipment 

As of the date of this Information Release, we believe that Bassilichi Payments does not own any property or 
equipment that is material to its business. 

Organizational Structure 

Pursuant to the Bassilichi Payments Acquisition, CartaSi is expected to acquire up to 100% of the share capital 
of Bassilichi Payments. As of the date of this Information Release, Bassilichi Payments’ corporate group consists of 
Bassilichi Payments and its subsidiaries Consorzio Triveneto S.p.A. (in which Bassilichi Payments owns an equity 
interest equal to 67.79% of the share capital), Moneynet S.p.A. (in which Bassilichi Payments owns an equity interest 
equal to 51% of the share capital), Bassmart S.r.l. (in which Bassilichi Payments owns an equity interest equal to 95% of 
the share capital) and Bassilichi Payments CEE together with its subsidiaries Bassilichi Payments CEE D.o.o. Banja 



Luka, Bassilichi Payments CEE D.o.o. Podgorica and ArsBlue D.o.o. (in which Bassilichi Payments owns an equity 
interest equal to 80% of the share capital). Additionally, the Excluded Companies will be spun out to a newly 
incorporated entity the shares of which will be held by the sellers under the Bassilichi Payments Acquisition Agreement. 

As of the date of this Information Release, Bassilichi Payments additionally owns certain minority interests 
including 49.68% of the share capital of Bassnet S.r.l., 33.33% of the share capital of ICT Logistica S.p.A., 50.00% of 
the share capital of Consor. Erngbas, 30.00% of the share capital of RS Records Store S.p.A., 24.00% of the share capital 
of Win Join Soc. Consortile, 37.72% of the share capital of Alfazero S.p.A. and 50.00% of the share capital of 
K.Red S.r.l. 

Insurance 

Bassilichi Payments maintains insurance against various risks related to its business, including property, 
professional liability, and electronic equipment insurance. Bassilichi Payments believes that its existing insurance 
policies are adequate, in terms of both amounts covered and conditions of coverage, to cover the major risks of its 
business, taking into account the cost of insurance coverage and potential risks to business operations. However, there 
can be no assurance that no losses will be incurred or that this coverage will be sufficient to cover the cost of defense or 
damages in the event of a significant claim. 

Legal Proceedings 

Bassilichi Payments becomes involved from time to time in various claims and lawsuits arising in the ordinary 
course of its business, such as employee claims, disputes with suppliers and clients, and proceedings initiated by public 
authorities. The most significant pending claims, lawsuits, investigations or proceedings of which we are currently aware 
are described below: 

• Unfair competition:  Number One Service S.r.l. (“Number One”) commenced proceedings against 
Consumit S.p.A. (“Consumit”) and Bassilichi Payments for (i) unfair competition due to the reversal of 
employees following the transfer of certain call center contracts from Consumit to Bassilichi Payments and 
(ii) joint pre-contractual liability of both defendant companies. The claimed amount is equal to €5.2 million. 
The first-instance proceedings ended favorably for the defendants but Number One has appealed the 
decision. The first hearing before the Court of Appeals will take place in 2017. The court-appointed expert 
has limited the quantification of damages to approximately €0.8 million. No provision in respect to this 
claim has been made in Bassilichi Payments’ financial statements as of September 30, 2016. 

• Contractual claim:  Be Think S.r.l. commenced proceedings against Bassilichi Payments claiming the 
payment of certain services billed to Bassilichi Payments and provided in favor of BMPS for an amount 
equal to approximately €0.7 million. No provision in respect to this claim has been made in Bassilichi 
Payments’ financial statements as of September 30, 2016. 

• Cash deficit claim:  Banca Nazionale del Lavoro S.p.A. (“BNL”) commenced proceeding against Union 
Delta S.r.l. (“Union Delta”), Base S.r.l. (“Base”) and Bassilichi Payments for a cash deficit in a counting 
room managed by Union Delta. Bassilichi Payments joined the proceedings and requested the court to: 
(i) reject claims against Bassilichi Payments or, alternatively, (ii) to declare that Base is obliged to hold 
Bassilichi Payments harmless from whatever amount it is ordered to pay BNL and (iii) order Union Delta 
and United Delta to jointly compensate Bassilichi Payments for the amount to be paid to BNL. At Base and 
Union Delta’s request, the insurance companies join the proceeding. The value of the claim is equal to 
€5.0 million. We believe Bassilichi Payments has a strong argument to be held harmless either by way of 
insurance or by way of an indemnification provided by the parent of Base, BMC S.p.A. No provision in 
respect to this claim has been made in Bassilichi Payments’ financial statements as of September 30, 2016. 

• Employees’ requalification:  Bassilichi Payments, BMPS and the BMPS operating consortium (consorzio 
operativo) are involved in disputes with several employees of BMPS claiming the payment of certain wages 
in relation with the requalification of the employment relationship. The overall amount of the pending 
claims is equal to approximately €1.0 million. Pursuant to an agreement entered into between BMPS, 
Bassilichi Payments and Fruendo S.r.l. on November 29, 2013, Bassilichi Payments undertook to indemnify 
BMPS for eventual damages that would be awarded by the court. No provision in respect to this claim has 
been made in Bassilichi Payments’ financial statements as of September 30, 2016. 

Except for the above, to our knowledge, Bassilichi Payments is currently not involved in any legal proceedings 
which, either individually or in the aggregate, are expected to have a material adverse effect on its financial position or 
results of operations. We note, however, that the outcome of legal proceedings can be extremely difficult to predict, and 
we offer no assurances in this regard. 



CERTAIN DEFINITIONS 

The following terms used in this Information Release have the meanings assigned to them below: 

“2016 Proceeds Loans” ............................  The loans of the proceeds of the Private Placement Notes by the Issuer, as 
lender, to each of the Sponsors’ HoldCos, as borrowers, which were drawn 
upon the completion of the Mercury Payments Acquisition. 

“2017-1 Proceeds Loans” ........................  The loans of the proceeds from this Offering, to be drawn on or about each 
respective Completion Date, by the Issuer, as lender, to each of the Sponsors’ 
HoldCos, as borrowers. 

“Acquisition Agreements” .......................  Collectively, the MPS Acquisition Agreement, Bassilichi Payments 
Acquisition Agreement and DB Cards Acquisition Agreement. 

“Acquisitions”..........................................  Collectively, the MPS Acquisition, the Bassilichi Payments Acquisition and 
the DB Cards Acquisition. 

“Advent” ..................................................  Advent International Corporation and its affiliates and, where applicable, the 
funds and limited partnerships managed or advised by them. In the context of 
its investment in Mercury (AI) S.à r.l., references to Advent include its 
co-investors in such investment. 

“AFS” ......................................................  Those assets on our balance sheet classified as available-for-sale financial 
assets under IFRS. 

“AFS Portfolio” .......................................  ICBPI’s portfolio of available-for-sale financial assets. ICBPI’s AFS Portfolio 
primarily consists of Italian government bonds. See “ICBPI’s Management’s 
Discussion and Analysis of Financial Condition and Results of 
Operations—Key Factors Affecting Results of Operations and Financial 
Condition—.” 

“Bain Capital” ..........................................  Bain Capital Investors, LP and its affiliates and, where applicable, the funds 
and limited partnerships managed or advised by them. In the context of its 
investment in Mercury (BC) S.à r.l., references to Bain Capital include its 
co-investors in such investment. 

“Base Indenture” ......................................  The base indenture entered into on December 15, 2016, among, inter alios, 
the Issuer and the Trustee. 

“Bassilichi Payments” .............................  Bassilichi S.p.A., a joint stock company organized and existing under the 
laws of Italy, whose registered office is in Monteriggioni (SI), Via delle 
Nazioni Unite, 30-32, registered with the Companies’ Register of Siena at 
no. 109272, fiscal and VAT code n. 03615460486, and its consolidated 
subsidiaries. When referring to Bassilichi S.p.A. and its consolidated 
subsidiaries in connection with the Bassilichi Payments Acquisition, on a Pro 
Forma Basis or in respect of any period following the Bassilichi Payments 
Completion Date, Bassilichi Payments shall be deemed not to include the 
Excluded Companies. In respect of any historical period and in respect of the 
Bassilichi Payments’ Financial Statements, references to Bassilichi Payments 
shall include the Excluded Companies, where the context requires. 

“Bassilichi Payments Acquisition” ..........  The acquisition by the ICBPI Group of Bassilichi Payments, as described 
under “Summary—The Transactions—The Acquisitions—The Bassilichi 
Payments Acquisition.” 

“Bassilichi Payments Acquisition 
Agreement” ..........................................  

The sale and purchase agreement dated as of December 6, 2016, relating to 
the Bassilichi Payments Acquisition. 

“Bassilichi Payments Completion Date” .  The date on which the Bassilichi Payments Acquisition is consummated. 
“Bassilichi Payments Escrow Account” ..  The segregated escrow account in which a portion of the gross proceeds from 

the Offering in an amount equal to €50.0 million will be deposited on the 
Issue Date. 

“Bassilichi Payments Escrow Charge” ....  The escrow account charge to be dated as of the Issue Date between the 
Issuer, the Trustee and the Escrow Agent, pursuant to which the initial funds 
deposited in the segregated Bassilichi Payments Escrow Account will be 
charged on a first-priority basis to secure the Notes. 

“Bassilichi Payments Escrow Longstop 
Date” ....................................................  December 31, 2017. 

“BMPS” ...................................................  Banca Monte dei Paschi di Siena S.p.A. 
“BPO Services Business” ........................  The operating segment referred to as “Application outsourcing and innovative 

services” in ICBPI’s Financial Statements. 
“CartaSi” ..................................................  CartaSi S.p.A. 
“CartaSi operating segment” ...................  The operating segment referred to as “E-Money” in ICBPI’s Financial 

Statements which comprises CartaSi S.p.A. and HelpLine S.p.A. 



“Clessidra” ...............................................  Clessidra SGR S.p.A. in its capacity as managing company of the fund 
Clessidra Capital Partners 3. In the context of its investment in Fides S.p.A., 
references to Clessidra include its co-investors in such investment. 

“Collateral” ..............................................  Collectively, the Issue Date Collateral and the Shared Collateral. 
“Combined Group” ..................................  The Mercury Group, after giving effect to the acquisition of the Mercury 

Payments Business, Mercury Processing International, MPS Acquiring, 
Bassilichi Payments and DB Cards Acquiring. 

“Completion Date” ..................................  Each of the MPS Completion Date, the Bassilichi Payments Completion Date 
and the DB Cards Completion Date. 

“DB Cards Acquiring” .............................  The merchant acquiring business of Deutsche Bank S.p.A. 
“DB Cards Acquisition” ..........................  CartaSi’s acquisition of DB Cards Acquiring, as described under 

“Summary—The Transactions.” 
“DB Cards Acquisition Agreement” ........  The sale and purchase agreement dated as of February 1, 2017, relating to the 

DB Cards Acquisition. 
“DB Cards Completion Date” ..................  The date on which the DB Cards Acquisition is consummated. 
“DB Cards Escrow Account” ..................  The segregated escrow account in which a portion of the gross proceeds from 

the Offering in an amount equal to €30.0 million will be deposited on the 
Issue Date. 

“DB Cards Escrow Charge” ....................  The escrow account charge to be dated as of the Issue Date between the 
Issuer, the Trustee and the Escrow Agent, pursuant to which the initial funds 
deposited in the segregated DB Cards Escrow Account will be charged on a 
first-priority basis to secure the Notes. 

“DB Cards Escrow Longstop Date” ........  December 31, 2017. 
“Escrow Accounts” ..................................  The MPS Escrow Account, the Bassilichi Payments Escrow Account and the 

DB Cards Escrow Account. 
“Escrow Agent” .......................................  JPMorgan Chase Bank, N.A. 
“Escrow Charges” ....................................  Collectively, the MPS Escrow Charge, the Bassilichi Payments Escrow 

Charge and the DB Cards Escrow Charge. 
“EU” ........................................................  European Union. 
“euro,” “EUR” or “€” ..............................  The lawful currency of the EU Member States participating in the European 

Monetary Union. 
“Excluded Companies” ............................  Fruendo S.r.l., ABS Technology S.p.A. and Krene S.r.l., the subsidiaries of 

Bassilichi Payments that will be spun out of Bassilichi Payments to its current 
shareholders in connection with the Bassilichi Payments Acquisition. 

“Existing Notes” ......................................  The Original Notes and the Private Placement Notes. 
“Existing Proceeds Loans” ......................  The Original Proceeds Loans together with the 2016 Proceeds Loans. 
“Financing” ..............................................  The transactions described under “Summary—The Transactions—The 

Financing.” 
“Group,” “we,” “us” and “our” ................  Except where the context otherwise requires, (i) when referring to operations, 

businesses, market shares or historical financial results, the subsidiaries of 
HoldCo, (ii) when referring to the Financing and pro forma indebtedness 
obligations, one or more of the Issuer and the Sponsors’ HoldCos and 
(iii) when referring to the Transactions, one or more of the Issuer, the 
Sponsors’ HoldCos, HoldCo and members of the Combined Group. 

“Guarantees” ............................................  The guarantees of the Notes to be issued by the Guarantors on the Issue Date 
on a several, but not joint, basis. 

“HelpLine” ...............................................  Help Line S.p.A., a majority-owned subsidiary of ICBPI. 
“HoldCo” .................................................  Mercury UK Holdco Limited, established as a private limited company under 

the laws of England and Wales. 
“ICBPI” ...................................................  Istituto Centrale delle Banche Popolari Italiane S.p.A. 
“ICBPI Acquisition” ................................  The acquisition by HoldCo of a controlling interest in the ICBPI Group in 

connection with the issuance of the Original Notes. 
“ICBPI Group” ........................................  ICBPI and its subsidiaries. 
“IFRS” .....................................................  International Financial Reporting Standards, as adopted by the EU. 
“Indenture” ..............................................  The Base Indenture together with the indenture supplement to be dated as of 

the Issue Date. 
“Initial Purchasers” ..................................  Collectively, Deutsche Bank AG, London Branch, Merrill Lynch 

International, HSBC Bank plc, UBS Limited, Banca IMI S.p.A., J.P. Morgan 
Securities plc and Goldman Sachs International. 



“Intercreditor Agreement” .......................  The intercreditor agreement entered into in connection with the ICBPI 
Acquisition on November 10, 2015, among, among others, the Issuer, U.S. 
Bank Trustees Limited as trustee for the holders of the Notes, the facility 
agent with respect to the Revolving Credit Facility, certain creditors 
thereunder and the Security Agent, as amended, supplemented and restated 
from time to time. 

“Intesa Sanpaolo” or the “Intesa 
Sanpaolo Group” .................................  Intesa Sanpaolo S.p.A. and its subsidiaries. 

“Issue Date” .............................................  The date on which the Notes will be delivered in book-entry form through a 
common depositary for Euroclear and Clearstream. 

“Issue Date Collateral” ............................  The Escrow Charges. 
“Issuer” ....................................................  Mercury Bondco plc, established as a public limited company under the laws 

of Jersey. 
“Italian Civil Code” .................................  The Italian civil code (codice civile) approved by the Royal Decree No. 262 

of March 16, 1942, as subsequently amended and restated. 
“Italian GAAP” ........................................  Generally accepted accounting principles in Italy. 
“Mercury Group” .....................................  HoldCo and its subsidiaries. 
“Mercury Italy” ........................................  Mercury Italy S.r.l., a private limited company (Società a Responsabilità 

Limitata) established under the laws of the Republic of Italy which was 
merged with ICBPI pursuant to the Post-Completion Merger. 

“Mercury Payments Acquisition” ............  The acquisition by Mercury Payments Bidco of the Mercury Payments 
Business and Mercury Processing International from Intesa Sanpaolo, which 
was completed on December 15, 2016. 

“Mercury Payments Acquisition 
Agreement” ..........................................  

The sale and purchase agreement dated as of April 29, 2016, relating to the 
Mercury Payments Acquisition. 

“Mercury Payments Bidco” .....................  Latino Italy S.r.l., a private limited company (Società a Responsabilità 
Limitata) under the laws of the Republic of Italy, established by HoldCo in 
connection with the Mercury Payments Acquisition. 

“Mercury Payments Business” ................  Mercury Payment Services S.p.A. and, with respect to any date prior to 
October 1, 2016, the processing activities carried out within Setefi 
Services S.p.A. (the former corporate name of Mercury Payment 
Services S.p.A.) and referred to as the “Setefi Processing Business” in the 
carve-out financial statements included elsewhere in this Information Release 
refer to the Setefi Services S.p.A. However throughout this Information 
Release, all references are to the Mercury Payments Business when 
discussing the financial performance, financial condition and cash flows of 
this carve-out business. 

“Mercury Payments Facilities” ................  The Mercury Payments Dividend Facility Agreement and the Mercury 
Payments Funding and Settlement Agreement. 

“Mercury Processing International” ........  Mercury Processing Services International d.o.o. (formerly Intesa Sanpaolo 
Card d.o.o.), a limited liability company for card business (drustvo s 
ogranicenom odgovornoscu za karticno poslovanje) organized and existing 
under the laws of Croatia, whose registered office is in Zagreb (Croatia), 
Radnicka cesta No. 50, registered with the Court Registry of Zagreb 
Commercial Court under the registration number (MBS) 080693976, personal 
identification number (OIB) 63558150971. The consolidated financial 
statements included elsewhere in the Information Release refer to Intesa 
Sanpaolo Card d.o.o. and its subsidiaries. However throughout this 
Information Release, all references are to Mercury Processing International, 
when discussing the financial performance, financial condition and cash flows 
of the business. 

“MPS Acquiring”.....................................  The merchant acquiring and POS businesses of BMPS. 
“MPS Acquisition” ..................................  The ICBPI Group’s acquisition of MPS Acquiring, as described under 

“Summary—The Transactions.” 
“MPS Acquisition Agreement” ...............  The sale and purchase agreement dated as of February 3, 2017, relating to the 

MPS Acquisition. 
“MPS Completion Date” .........................  The date on which the MPS Acquisition is consummated. 
“MPS Escrow Account” ..........................  The segregated escrow account in which the gross proceeds from the 

Offering, less an amount equal to €80.0 million, will be deposited on the Issue 
Date. 



“MPS Escrow Charge” ............................  The escrow account charge to be dated as of the Issue Date between the 
Issuer, the Trustee and the Escrow Agent, pursuant to which the initial funds 
deposited in the segregated MPS Escrow Account will be charged on a 
first-priority basis to secure the Notes. 

“MPS Escrow Longstop Date” ................  December 31, 2017. 
“Notes” ....................................................  The €600.0 million in aggregate principal amount of           %/           

% Senior Secured Fixed Rate PIK Toggle Notes due 2021 which may be 
issued on or about the Issue Date. 

“Offering” ................................................  The pending offering of the Notes. 
“Information Release” .............................  This Information Release. 
“Original Indenture” ................................  The indenture dated as of November 13, 2015, as amended from time to time, 

entered into among, inter alios, the Issuer, as issuer and U.S. Bank Trustees 
Limited, as trustee and security agent, pursuant to which the Original Notes 
were issued. 

“Original Notes” ......................................  The €900,000,000 81/4%/9% Senior Secured Fixed Rate PIK Toggle Notes 
due 2021 (the “Original Fixed Rate Notes”) and € 200,000,000 Senior 
Secured Floating Rate PIK Toggle Notes due 2021 (the “Original Floating 
Rate Notes”), each issued pursuant to the Original Indenture. The Original 
Notes are not fungible with, and are issued under a different indenture than, 
the Notes and the Private Placement Notes. 

“Original Proceeds Loans” ......................  The loans of the proceeds of the Original Notes by the Issuer, as lender, to 
each of the Sponsors’ HoldCos, as borrowers, which were drawn upon 
completion of the ICBPI Acquisition. 

“Payments Business” ...............................  The operating segment referred to as “Payments” in ICBPI’s Financial 
Statements. 

“Post-Completion Merger” ......................  The merger of Mercury Italy S.r.l. and ICBPI following the completion of the 
ICBPI Acquisition, which occurred on December 29, 2016. 

“Private Placement Notes” .......................  The €600.0 million in aggregate principal amount of privately-placed Senior 
Secured Floating Rate PIK Toggle Notes due 2021 issued pursuant to an 
indenture supplement under the Base Indenture in connection with the 
financing of the Mercury Payments Acquisition. The Private Placement Notes 
constitute a different series from, and are not fungible with, the Notes. 

“Proceeds Loans” .....................................  The Existing Proceeds Loans, together with the 2017-1 Proceeds Loans. 
“Pro Forma Basis” ...................................  Having given effect to the Mercury Payments Acquisition and the 

Acquisitions and the equity contributions to HoldCo in respect thereof and (in 
the case of the Issuer and the Sponsors’ HoldCos only, the Financing), as of 
the date or the first day of the relevant period in question, in each case as 
described under “Unaudited Pro Forma Condensed Combined Financial 
Information.” 

“Revolving Credit Facility” .....................  The revolving credit facility established under the Revolving Credit Facility 
Agreement.” 

“Revolving Credit Facility Agreement” ..  The revolving credit facility agreement entered into in connection with the 
ICBPI Acquisition on November 10, 2015 among, among others, the Issuer, 
the Sponsors’ HoldCos, the Agent (as defined therein), the Security Agent 
and the Original Issuing Bank, as amended, supplemented and restated from 
time to time.” 

“Securities Act” .......................................  The U.S. Securities Act of 1933, as amended, and the rules and regulations 
promulgated thereunder. 

“Securities Services Business” ................  The operating segment referred to as “Securities services” in ICBPI’s 
Financial Statements. 

“Security Agent” ......................................  U.S. Bank Trustees Limited, in its capacity as security agent for the secured 
creditors, including from the Issue Date, the holders of the Notes, the Trustee 
and the lenders under the Revolving Credit Facility. 

“Shared Collateral” ..................................  The collateral securing the Notes on a first-priority basis as of the MPS 
Completion Date consisting of (i) pledges of the shares of the Issuer, HoldCo 
and the Sponsors’ HoldCos, (ii) pledges of the bank accounts of the Issuer 
and the Sponsors’ HoldCos and (iii) pledges over the Proceeds Loans. The 
Shared Collateral will also secure the Existing Notes, the Revolving Credit 
Facility Agreement and certain hedging obligations on a senior basis. 

“SME” .....................................................  Small- or medium-sized enterprise. We define small- and medium-sized 
enterprises as enterprises that generate annual merchant acquiring transaction 
values of less than €2.0 million and between €2.0 million and €10.0 million, 
respectively. 



“Sponsors” ...............................................  Collectively, Advent, Bain Capital and Clessidra. 
“Sponsors’ HoldCos” or “Guarantors” ....  Mercury A Capital Limited, Mercury B Capital Limited and Mercury ABC 

Capital Limited. 
“Sponsors’ NewCos” ...............................  Mercury (AI) S.à r.l., Mercury (BC) S.à r.l. and Fides S.p.A. 
“Targets” ..................................................  Collectively, MPS Acquiring, Bassilichi Payments and DB Cards Acquiring. 
“Transactions” .........................................  Collectively, the Acquisitions and the Financing, including the use of 

proceeds from the Offering. See “Summary—The Transactions.”.” 
“Trustee” ..................................................  U.S. Bank Trustees Limited; in its capacity as trustee under the Base 

Indenture. 
“U.S. Dollars,” “dollars,” “U.S.$” or “$”  The lawful currency of the United States. 
“United States” or “U.S.” ........................  The United States of America, its territories and possessions, any state of the 

United States of America and the District of Columbia. 
 

  



GLOSSARY OF PAYMENT AND BANKING TERMS 

“ACH” .....................................................  Automated Clearing House, an electronic network established to process the 
credit and debit transactions of the public and private sectors. 

“acquirer” or “acquiring bank” ................  The bank or financial institution that executes card payments on behalf of a 
merchant. 

“acquiring” ...............................................  The full scope of services necessary to enable a merchant to accommodate 
and execute electronic payments. 

“Additional Tier 1 Capital” ......................  A measure of a bank’s financial strength from a regulatory perspective. It 
primarily consists of certain issued and paid-in subordinated (by its terms) 
and unsecured instruments which provide for payment of dividends or 
coupons only out of distributable reserves and prohibit repayment of principal 
without supervisory approval, as further defined in CRD IV. 

“AML” .....................................................  Anti-money laundering. 
“ATM” .....................................................  Automated teller machine. 
“AUM” ....................................................  Assets under management. 
“banking book” ........................................  An accounting term referring to assets on a bank’s balance sheet that are 

expected to be held to maturity. Assets in the banking book are generally not 
required to be marked-to-market and receive different treatment for purposes 
of regulatory capital than assets in the trading book. 

“Basel I” ..................................................  The set of minimum capital requirements for banks published by the Basel 
Committee in 1988. 

“Basel II” .................................................  The set of minimum capital requirements, supervisory review process and 
market discipline disclosure requirements for banks published by the Basel 
Committee in 2004. 

“Basel III” ................................................  The current banking supervision standards defined by the Basel Committee 
and published in 2011. 

“Basel Committee” ..................................  The Basel Committee on Banking Supervision. 
“BI-COMP” .............................................  The Italian national clearing and settlement system for euro-denominated 

retail payments which is managed by the Bank of Italy. 
“BIN” or “bank identification number” ...  The first few figures on the face of a payment card which identify the card 

issuer and card scheme. 
“BPO” or “business process 

outsourcing” .........................................  The contracting of a specific business task to a third-party service provider. 
“cardholder” .............................................  A person to whom a payment card has been issued. 
“card penetration” ....................................  Except where expressly stated otherwise, card spending as a percentage of 

total private consumption. 
“card scheme” ..........................................  A payment network linked to payment cards (e.g. credit, charge, debit and 

prepaid cards) which can be accessed by banks by entering into the scheme. 
“card scheme operator” ............................  The operators of card schemes, primarily including Visa, MasterCard, 

American Express, Diners Club and JCB. 
“card spending” .......................................  The measure of the value of transactions executed through payment cards 

(including credit, charge, debit and prepaid cards) issued in a particular 
country, regardless of whether the payment card is used in the country of 
issuance or abroad. 

“CBI Gateway” ........................................  The Corporate Banking Interbancario platform, an Italian interbank 
transaction network which acts as a payment hub connecting public 
authorities and corporations and allowing for direct payment collection and 
delivery of supporting documentation between banks and authorities. 

“CET1 Capital” ........................................  Common Equity Tier 1 Capital, the primary measure of a bank’s financial 
strength from a regulatory perspective. It is composed mainly of equity 
capital, net of regulatory deductions.  

“CET1 capital ratio” ................................  A regulatory risk-based ratio calculated as CET1 Capital divided by Risk 
Weighted Assets.  

“charge card” ...........................................  A payment card with an underlying revolving credit account from which the 
cardholder can borrow money, the balance of which must be settled in full 
each month. 

“commercial card” ...................................  A sub-category of payment cards that is issued to a corporation instead of an 
individual. 

“CONSOB” .............................................  Commissione Nazionale per le Società e la Borsa. 



“CRD IV” ................................................  The Fourth Capital Requirements Directive, a directive and an accompanying 
Regulation that together prescribe EU capital adequacy and liquidity 
requirements for banks and certain other regulated institutions and implement 
Basel III in the European Union. CRD IV came into effect on January 1, 
2014. 

“credit card” .............................................  A payment card with an underlying revolving credit account from which the 
cardholder can borrow money, the balance of which may be rolled over from 
month to month or settled in full each month. 

“debit card” ..............................................  A payment card which allows the cardholder to withdraw funds from a 
designated bank account to make payments. 

“EACHA” ................................................  European Automated Clearing House Association, a clearing model based on 
the interconnection of local clearing systems. 

“EBA” ......................................................  The European Banking Authority, an independent EU agency which works to 
ensure effective and consistent prudential regulation and supervision across 
the EU banking sector. 

“EBA Clearing” .......................................  A provider of pan-European payment infrastructures and clearing systems 
including EURO1 (for single euro transactions of high value), STEP1 (for 
single euro payments for small and medium-sized banks), STEP2 (for euro 
retail payments) and MyBank (for online payments). 

“eCommerce” ..........................................  Electronic commerce. 
“EMV” .....................................................  Europay MasterCard Visa, a technical standard for “smart” (or “chip”) 

payment cards and for the payment terminals and ATMs which accept them. 
“Eurosystem” ...........................................  A system consisting of the European Central Bank and the central banks of 

the member states of the Eurozone. 
“EU Interchange Regulation” ..................  Regulation (EU) 2015/751 of the European Parliament and of the Council of 

April 29, 2015 on interchange fees for card-based payment transactions. 
“fully loaded CET1 capital ratio” ............  CET1 capital ratio computed before the application of transitional provisions 

set out in CRD IV. 
“GIANOS” ...............................................  Generatore Indici di Anomalia per Operazioni Sospette, a software for the 

identification of suspicious activity, KYC procedures and the assessment of 
customer risk profiles. 

“gift card” ................................................  A type of prepaid card that cannot be recharged and can no longer be used, 
when the stored value is depleted. 

“ICF” or “interchange fee” ......................  A fee paid by a merchant acquirer to the card issuer per transaction. The card 
issuer may or may not deduct the fee from the amount it pays to the merchant 
acquirer, subject to the applicable agreement. 

“ICT” .......................................................  Information and communications technology. 
“ICT security” ..........................................  Information and communications technology security, which is the security 

measure used to protect the information and communications technology of a 
company. 

“IMF”.......................................................  International Monetary Fund. 
“issuer,” “issuing bank” or “card issuer” .  A bank or financial institution that provides payment cards and the services 

necessary to execute electronic payments. 
“issuing” ..................................................  The process of issuing credit, charge, debit and prepaid cards to consumers. 
“KYC” .....................................................  Know-your-customer, which denotes the heavily regulated process of banks 

and other service providers verifying the identity of their clients. 
“merchant” ...............................................  A person or company offering goods or services for sale. 
“merchant acquirer” .................................  An entity that provides services necessary to enable a merchant to 

accommodate and execute electronic payments. 
“MSC” or “merchant service charge” ......  A fee paid by the merchant to the acquiring bank, typically at the end of each 

month. The interchange fee is a cost to merchant acquirers and is recovered 
from merchants through the merchant service charge which merchants pay.  

“NAV” .....................................................  Net asset value. 
“net MSC” or “net merchant service 

charge” .................................................  
The net fee for a card payment transaction retained by the merchant acquirer, 
after paying interchange and card scheme fees.  

“NFC” ......................................................  Near Field Communication, a technology which allows smartphones and 
other devices to establish radio communication with each other by touching 
the devices together or bringing them into proximity. 

“offline POS” ...........................................  A physical POS terminal. Physical POS terminals may be used in “brick and 
mortar” stores. 

“online POS” ...........................................  A POS that is incorporated into a website or mobile application and enables 
online payments. 



“Own Funds” ...........................................  A measure of a bank’s financial strength from a regulatory perspective. It 
consists of the sum of CET1 Capital, Tier 1 Capital and Tier 2 Capital, as 
further defined in CRD IV. 

“PagoBancomat”......................................  An Italian payment network for debit card transactions at enabled POS 
terminals. 

“payment card” ........................................  A card which can be used to make non-cash payments, including charge, 
commercial, credit, debit or prepaid cards. 

“POS” ......................................................  The point of sale at which a customer makes a payment to the merchant in 
exchange for goods or services. A POS may be an offline POS or an online 
POS. 

“POS terminal” or “POS portal” ..............  A physical terminal or online portal that allows for non-cash payments at a 
POS, such as a merchant or website. 

“prepaid card” ..........................................  A payment card which bears a stored value through which payments can be 
made until the stored value is depleted. Prepaid cards can be rechargeable or 
non-rechargeable (such as gift cards) and may be limited in their use to a 
particular store or group of stores (such as store cards) or unlimited. 

“private consumption” .............................  The value of goods and services acquired and consumed by individuals, 
households and non-profit institutions serving households. 

“Risk Weighted Assets” or “RWA” ........  Risk-weighted assets, a measure of a bank’s assets and off-balance-sheet 
exposures, weighted according to risk, which is used to determine a bank’s 
regulatory capital requirements. 

“scheme fee” ............................................  The fee paid by an issuing bank to the card scheme operator. 
“SEDA” ...................................................  SEPA-compliant Electronic Database Alignment, an Italian initiative which 

provides for the exchange, processing and routing of information between two 
financial institutions. 

“SEPA” ....................................................  The Single Euro Payments Area, a European initiative which integrates and 
simplifies the processing of electronic euro payments within SEPA’s 
jurisdiction. 

“shadow economy” ..................................  All economic activities that circumvent or evade the institutionally 
established fiscal rules as codified in a relevant tax code, therefore reducing 
tax collection in a country. 

“store card” ..............................................  A payment card that may only be used in one store or group of stores. 
“TARGET2” ............................................  An interbank payment system for real-time gross settlement of transfers 

throughout the Eurosystem, used for whole-sale, large-value payments. 
“Tier 1 Capital”........................................  A measure of a bank’s financial strength from a regulatory perspective. It 

consists of CET1 capital and Additional Tier 1 Capital. 
“Tier 1 capital ratio” ................................  A regulatory risk-based ratio calculated as Tier 1 Capital divided by Risk 

Weighted Assets. 
“Tier 2 Capital”........................................  A measure of a bank’s financial strength from a regulatory perspective. It 

primarily consists of certain issued and paid-in subordinated and unsecured 
instruments, as further defined in CRD IV. 

“Total capital ratio” .................................  A regulatory risk-based ratio calculated as Own Funds divided by Risk 
Weighted Assets. 

“trading book” .........................................  An accounting term referring to assets on a bank’s balance sheet that are 
tradable in markets considered to be liquid. Assets in the trading book are 
generally required to be marked-to-market daily and receive different 
treatment for purposes of regulatory capital than assets in the banking book. 

“value-added services” ............................  Software applications that optimize the benefit merchants derive from POS 
and other parts of their electronic payments infrastructure. Value-added 
services can be tailored to the specific needs of a customer and often aim at 
developing customer loyalty (through tailored couponing, discounts, 
advertisements, promotions and product information), user experience 
(through enabling foreign currency payments, electronic receipts and VAT 
reimbursement) or improved analysis of customer spending habits and 
patterns. 

“Value at Risk” or “VaR” ........................  A statistical technique used to measure and quantify the level of financial risk 
within a bank or investment portfolio over a specific time frame. 

 


