October 2019

Report 2020

Social Bond Report
Ottobre 2020

In October 2019, MCC placed its first “Social Bond” with a size of €300 mn, 5year maturity and annual fixed rate of 1.5%.
The contribution made by the MCC Social Bond to sustainability and its
alignment with the Social Bond Principles has been confirmed by Vigeo Eiris,
in his capacity as Second Party Opinion Provider.
The proceeds of the bond issue were intended to finance Italian business
firms located in the economically less developed areas of Italy and companies
that, while not being based in southern Italy, contribute to the development of
business projects or creation of employment in southern Italy.
All of the funds raised were allocated to 316 loans, 306 of which were granted
to enterprises either located in the South or which support positively the
economic activities of the South (prevalent loans).
The purpose of this document is to offer investors and other interested parties
full transparency on the allocation and traceability of the funds one year after the
bond issue, as specified in the Social Bond Framework 2019.
BDO Italia S.p.A., acting in its capacity as the independent auditor commissioned
to conduct a limited assurance engagement in accordance with the
“International Standard on Assurance Engagements 3000 (Revised) – Assurance
Engagements Other than Audits or Reviews of Historical Financial Information” –
ISAE 3000 Revised of the Social Bond Report 2020, confirmed on 24 October
2020 that the allocation of the proceeds of the Social Bond of MCC
is
consistent with the eligibility criteria set out in the Social Bond Framework of
October 2019 (*). The opinion is attached to the Report.
(*) Available on the MCC website at:

https://www.mcc.it/investimenti/inaugural-social-bond/
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1 Introduction
In October 2019, Banca del Mezzogiorno – Mediocredito Centrale Spa (MCC)
issued its first Social Bond to finance Italian business firms located in deprived
areas, as defined by the criteria established in the Social Bond Framework (the
“Framework”) and in accordance with the Social Bond Principles 2018 issued by
the International Capital Market Association (ICMA).
“The Eligible Category of projects is intended to contribute to
employment support, contribution to socialeconomic advancement
and access to credit"

With that bond issue, MCC aimed to achieve the sustainable development goals
set by the United Nations (UN SDGs) and, in particular, goal number 8, which
aims to:
promote sustained, inclusive and sustainable economic growth, full and
productive employment and decent work for all;
support per capita economic growth and, in particular, the gross domestic
product of less-developed countries;
achieve

higher

productivity

through

diversification,

technological

modernisation and innovation;
promote policies supporting productive activities, entrepreneurship and
creativity;
encourage the formation and growth of micro, small and medium
enterprises;
reduce the percentage of unemployed youths who are not enrolled in a
course of study and who are not taking training courses.
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Inaugural MCC Social Bond – Key
Characteristics
Issuer
Face amount
Issue date
Maturity date
Coupon
Second Party Opinion

Banca del Mezzogiorno-Mediocredito Centrale S.p.A.
Euro 300 mn
24/10/2019
24/10/2024
1,5% fixed, annual
Vigeo Eiris

The issue was readily subscribed by the market, with over 55 institutional investors
participating:

Allocations by geography

Allocations by investor type
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1.1 Eligibility criteria

The proceeds of the Social Bond have been used to finance Small and Medium
Enterprises and large companies to support employment growth and value
creation, specifically with:
1) Loans to companies in the Deprived Areas of Italy, which include:
Areas which have been impacted by natural disasters;
Regions of Italy where the GDP per inhabitant is lower than the national
average, which consist of the eight regions of southern Italy (Abruzzo,
Molise, Campania, Puglia, Calabria, Basilicata, Sicily and Sardinia), Marche
and Umbria.
2) Loans to companies that are not based in southern Italy but contribute to the
development of business projects or creation of employment in southern Italy.
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1.2 External review
Vigeo Eiris has issued a Second Party Opinion on the MCC Bond, which attests
that this is a Social Bond in compliance with the Social Bond Principles.
“Vigeo Eiris is of the opinion that the intended Social Bond to be issued by MCC
is aligned with the four core components of the Social Bond Principles voluntary
guidelines 2018. ”

Vigeo issued an opinion with a “Reasonable” level of assurance on the
contribution of the instrument, observing that:
1) the overall ESG performance of MCC is “moderate”;
2) the Framework is consistent with the principal ESG strategies of MCC.
As prescribed in the Framework, MCC has engaged an independent auditor,
BDO Italia S.p.A., to assess the compliance of the loans with the admissibility
criteria described in the Framework and their allocation process.
BDO Italia S.p.A., acting in its capacity as the independent auditor
commissioned to conduct a limited assurance engagement in accordance with
the “International Standard on Assurance Engagements 3000 (Revised) –
Assurance Engagements Other than Audits or Reviews of Historical Financial
Information” – ISAE 3000 Revised of the Social Bond Report 2020, confirmed on
24 October 2020 that the allocation of the proceeds of the Social Bond of MCC
is consistent with the eligibility criteria set out in the Social Bond Framework of
October 2019 (*). The opinion is attached to the Report.
(*) Available on the MCC website at: https://www.mcc.it/investimenti/inagural-social-bond/
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2 Allocation of funds
The Bond issue proceeds were allocated beginning with the stock of loans
existing at 30 June 2020. The selection and compliance assessment of the loans
was managed and supervised by a working group named the “Social Bond
Working Group”, set up specifically for the issue and comprised by the most
heavily involved corporate functions (Finance, IT, Compliance, Loans, Market,
Planning and Anti-Money Laundering).
During placement, MCC committed itself to allocating at least 70% of the
proceeds during the first year of life of the Social Bond. The proceeds were fully
allocated by the end of the first year, with 50% being applied to existing loans (*)
and the remaining 50% to new loans (**).

111 loans
Age between 18 and 45
residents in one of the 8 regions of
southern Italy or in the areas of central
Italy hit by the earthquakes of 2016 or
2017 at the time they submit their
application
who are not already owners of
businesses in operation at 21 June 2017
to
operate
an
independent
or
professional business, who do not have
a VAT number for the operation of an
activity similar to the one being
proposed

(*) “Existing loans” means the loans contracted in the three years preceding the bond issue, i.e. between 1 November
2016 and 24 October 2019.
(**) “New loans” means the loans contracted after issuance of the Social Bond.
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Distribution by type of company and geographic areas

Approximately 81% of the loans are for Small and Medium Enterprises having an
average number of 29 employees and an average outstanding balance of Euro 400
thousand at 30 June 2020. 91% of the loans were made to companies having their
registered office in southern Italy, with 84% of those being made to Small and
Medium Enterprises. About 80% of the bond issue proceeds were allocated both to
companies having their registered office in southern Italy and to companies in
other Deprived Areas.

Focus of prevalent transactions

The other prevalent loans represent 6% of the total, of which 72% made to
companies that have invested in southern Italy and having an average number of
307 employees.
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Geographic distribution of total loans granted

72% of the bond issue proceeds were allocated to the loans to firms based in
southern Italian regions, with concentrations in Campania (26%) and Sicily
(23%).

8

Social Bond Report
Distribution by sector of activity

The manufacturing sector benefited the most from the Social Bond issue proceeds
(34%), followed by the wholesale and retail trade sector (15%), and the transport
and warehousing sector (10%). The remaining 40% of proceeds were distributed
uniformly among the other sectors.

Distribution according to GDP per capita
80% of the issue proceeds were applied to the financing of Italian regions having a
GDP per capita below the national average, which was Euro 28,439 in 2018. In
particular, the regions with a GDP per capita less than Euro 20,000 (Campania,
Puglia, Calabria and Sicily) received 56% of the proceeds.
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3 Social Impact: the results of the MCC
Social Bond
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Mose
Registered Office
ATECO code description
Loan amount
Term of loan
Product

Catania – Sicily
Other Printing
EUR 23,749.29
8 years
Resto al sud

The sole proprietorship MoSe, Modern Sensation, which was established in March 2019 with a
Resto al Sud subsidy, is a 3D printing and design workshop for Video Projection Mapping
created to fuse art with technology.
The firm’s mission is to offer customers the possibility of obtaining customised products
created with advanced technologies, thanks in part to professional advice.
The offered services consist mainly of:
1) 3D Printing: artisanal realisation is combined
with technology through use of the computer, for
graphic design and modelling of the object to be
created, and 3D printers;
2) Video Projection Mapping: using specific
software, videos are made for reproduction on
various surfaces, as requested by customers;
3) Professional design advice.
The loan was used to purchase office and lab furniture, printing and video mapping hardware,
and printing and design software. Costs were also incurred for construction work and working
capital, raw materials (resins and filaments) to create the prototypes to be launched on the
market and advertising expenses.
Nearly two years after its formation, MoSe has a new employee and, although it experienced a
brief shut-down due to the Covid-19 health emergency shortly after its first year in business, it
has tried to strike a balance between creativity and customer requests and needs even at a
difficult time.
In fact, during the months it was in lockdown, the firm was busy making valves to be donated
absolutely free of charge to hospitals in Sicily.
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irritec
Registered Office
ATECO code description
Loan amount
Term of loan

Capo d'Orlando (ME) – Sicily
Fabrication of plastic objects
EUR 5 mn
6 years

The Irritec Group, established in Sicily in 1974, is a global leader in the field of smart irrigation.
The mission of Irritec is to improve the efficiency of irrigation in agriculture and gardening while
reducing its environmental impact. Water scarcity and growing food demand are imposing the
use of drip irrigation around the world, a field in which Irritec is a leader. The company, which
has 12 production and commercial sites in Italy, Spain, Mexico, Brazil, United States, Algeria,
Germany and Chile, designs, produces and distributes products and complete systems for
irrigation in the field, in greenhouses and for the residential sector.
As part of its commit to environmental sustainability, the firm has launched the Green Fields
project, which encourages farmers to dispose of plastic products after use, ensuring that they
have a second life. That programme has made Irritec a top performer in the circular economy.
Innovation and sustainability have earned numerous international awards for this company,
which serves farmers, distributors and retailers with a constant focus on achieving the best
results and conserving the most precious resource on the planet – water.
The loan granted by MCC during the Covid-19
emergency has enabled the company to
support customers and the entire agri-food
supply chain and to give continuity to
technological innovation projects. The firm
has also obtained a “Covid-19” insurance
policy covering all of its employees.
Its commitment has also continued externally, on behalf of the community, offering its knowhow and technology in the health emergency. One of its activities in this area led to the creation
of valves to convert scuba masks into emergency masks for artificial respirators. Irritec was
able to produce the valves quickly and in large quantities, donating them to various hospitals,
mainly in Sicily.
IIrritec has 800 persons on its payroll, with 400 in Italy, reflecting a 2.5% increase in hires during
2019. These men and women have managed to balance family and work demands partly
through the implementation of flex working, the availability of more flexible working hours for
everyone, and up to five paid days off on an extraordinary basis for parents who have schoolage children.
Irritec continues to invest in the research and development of sustainable products and
the creation of international cooperation projects.
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Rolling Club
Registered Office
Rende (CS), Calabria
ATECO code description Gyms
Loan amount
EUR 23,367.60
Term of loan
8 years
Product
Resto al sud

The Rolling Club is a Pilates studio in Rende, Province of Cosenza, which opened in 2018 with
the “Resto al Sud” subsidy.
The owner, who graduated with a university degree in Communications Sciences in 2008,
decided to fulfil her business dream of opening and operating a Pilates Club after having
attended various Pilates training courses (Personal Trainer, Pilates Matwork and Pilates
Reformer).
Her plan was to operate a business serving between 120 and 160 members and a team of
three persons, comprised by the owner and Pilates teacher, a receptionist, and another
supporting Pilates teacher.
The loan was used to purchase Pilates equipment, treadmills for cardiovascular activities and
muscular training, other specialised machines for performing exercises aimed both at
muscular improvement and rehabilitation.
Moreover, computer equipment and software
were purchased to manage the customer
database.
Two years after the loan was granted, the
business has been started up as envisaged in the
initial plan and a healthy level of customer loyalty
has been achieved.
As for employment levels, another two Pilates teachers have started working at the Rolling
Club, permitting rapid satisfaction of customer requests.
Plan for the future call for the creation of an online platform for Pilates lessons to satisfy
customers’ specific needs.
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Independent auditors’ report on the
Social Bond Report 2020 prepared in
accordance with the Social Bond
Framework

Independent auditors’ report on the Social Bond Report 2020

To the Board of Directors of MedioCredito Centrale S.p.A.

We have been engaged to perform a limited assurance engagement (“limited assurance engagement”) on
the Social Bond Report 2020 of MedioCredito Centrale S.p.A. as of October 24, 2020 (the “Report”), that
has been prepared in accordance with the MedioCredito Centrale – Social Bond Framework” (the
“Framework”) adopted by MedioCredito Centrale S.p.A. on October 2019, developed by the Company in
accordance with the Social Bond Principles issued by the International Capital Market Association (ICMA).
Responsibility of the company’s Directors for the Report
The Directors are responsible for the preparation, the contents and the presentation of the Social Bond
Report, prepared in accordance with the Framework, that describes the eligibility criteria of the projects,
the allocation of proceeds, and the impact indicators.
The Directors are also responsible for such internal control as they determine is necessary to enable the
preparation of a Report that is free from material misstatement, whether due to fraud or error.
Directors are, also responsible for defining, implementing and maintaining systems through which the
information necessary for the preparation of the Report are obtained.

Auditors' Independence and quality control
We are independent in compliance with the independence and other ethical requirements of the Code of
Ethics for Professional Accountants issued by the International Ethics Standards Board for Accountants,
which is founded on fundamental principles of integrity, objectivity, professional competence and due
care, confidentiality and professional behaviour. Our firm applies International Standard on Quality
Control 1 (ISQC Italia 1) and, accordingly, maintains a system of quality control that includes directives
and procedures concerning compliance with ethical requirements, professional standards and applicable
legal and regulatory requirements.

Auditors’ responsibility
Our responsibility is to express our conclusion based on the procedures performed about the compliance of
the Report with the requirements of the Framework. We carried out our work in accordance with the
criteria established in the International Standard on Assurance Engagements 3000 (Revised) ~ Assurance
Engagements Other than Audits or Reviews of Historical Financial Information (“ISAE 3000 Revised"), issued
by the International Auditing and Assurance Standards Board (IAASB) for limited assurance engagements.
This standard requires that we plan and perform the engagement to obtain limited assurance whether the
Report is free from material misstatement. A limited assurance engagement is less in scope than a
reasonable assurance engagement carried out in accordance with ISAE 3000 Revised, and, consequently,
does not enable us to obtain assurance that we would become aware of all significant matters and events
that might be identiﬁed in a reasonable assurance engagement.
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The procedures we performed on the Report are based on our professional judgement and include
inquiries, primarily of the company’s personnel responsible for the preparation of the information
presented in the Report, supporting evidence, recalculations and other evidence gathering procedures, as
deemed appropriate.
Specifically, we carried out the following main procedures:
▪

interviewing personnel at corporate and function level of MedioCredito Centrale S.p.A. that have
been involved in the preparation of the Report, in order to understand the characteristics of the
projects financed and of the projects refinanced of the Bond and to evaluate the reasonableness
of the process and of the internal procedures related to data management;

▪

analysis of application of eligibility criteria to the projects financed and refinanced through the
Bond as described in the Framework;

▪

verification of the traceability of the allocation of resources obtained through the Bond to the
projects financed or refinanced by them and the attribution to the Bond of the capital in the
specific projects;

▪

verification of the collection, aggregation, processing and transmission process of data relating to
the social impact indicators included in the Report and their examination through sample test.

Conclusion
Based on the procedures performed, nothing has come to our attention that causes us to believe that the
Social Bond Report 2020 of MedioCredito Centrale S.p.A. as of October 24,2020 has not been prepared, in
all material respects, in compliance with the Social Bond Framework with reference to:
▪

the application of eligibility criteria to the projects financed and projects refinanced through
the Bond in accordance with the Framework and the final list of financed and refinanced
projects;

▪

the allocation of resources obtained through the Bond to the projects financed through them
and the allocation to the Bond of capital invested in the projects financed or refinanced;

▪

the impact reporting, as described in the Framework.

Rome, October 24, 2020
BDO Italia S.p.A.
Emmanuele Berselli
Partner
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