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THE MACROECONOMIC SCENARIO 
 
THE INTERNATIONAL ECONOMY 
 
In 2008, the crisis that has been affecting the financial markets since 2007 worsened, making state intervention 
necessary to save several important US and European financial institutions. Other extraordinary measures were 
introduced by governments and central banks to guarantee the continuity of financial flows, extending 
guarantees on bank liabilities and strengthening the equity status of brokers in difficulty. The tension spread to 
the real economy, with a negative impact on consumption, investment and production, inevitably leading to a 
phase of generalised and deep recession.  
 
GROWTH OF THE MAIN ECONOMIES 
 2007 2008 2009 
USA 2.0 1.2 -1.6 
Eurozone 2.6 0.8 -2.0 
Italy 1.5              -0.6 -2.0 
Germany 2.6 1.0 -2.3 
France 2.1 0.9 -1.3 
China 11.4 9.0 6.0 
Japan 2.1 -0.2 -2.6 
 
 
The price of oil has dropped significantly, after touching $143 a barrel in December 2008 it fell to $35. Other raw 
materials, with a few exceptions, also showed a similar trend, reaching their peak in the summer and then falling 
substantially in the last few months of the year. 
 
The resulting fall in inflation and worsening of the economic climate led to a decisive reduction of official interest 
rates, which fell to almost zero in the USA and Japan, and to 2.5% (2% in January 2009) in the Eurozone. 
 
In the USA, as in the majority of countries, the crisis was transmitted to the real economy, resulting in a fall in 
financial and real estate wealth. Even the GDP, which was affected by the fall in private consumption, the drop in 
investments and the slowdown of exports, recorded a downward trend from the third quarter onwards. Inflation 
fell to around 1%, after having reached an annual figure of 4.4% in August. After the rescue of Fannie Mae and 
Freddie Mac, and the bankruptcy of Lehman, Congress decided to use half of the TARP fund (350 billion) to 
recapitalise the banking system. 
 
The FED cut the interest rate on Fed funds from 4.25% to 1%, setting an objective in mid-December of a 0-
0.25% spread. Monetary conditions and the reorganisation of private portfolios as regards state securities can 
be clearly seen in the trend of benchmark returns.  
 
In Asia, the economic growth of Japan slowed down, GDP fell in the two middle quarters of the year due to the 
negative net contribution of foreign trade and the fall in private investment. The Central Bank reduced the official 
interest rate in two stages, from 0.5% to 0.1%. In the last few months of the year, industrial production fell 
(around -9% on an annual basis) and unemployment rose (above 4%), displaying a further deterioration of the 
economic situation. In China, the growth trend showed a progressive deceleration, until it reached 9.0%, only 
just enough to guarantee labour market equilibrium. 
 
Also other countries and Emerging Areas displayed a significant slowdown of annual growth and a fall in 
production in the second half of the year.  
 
The Eurozone technically went into recession, after having recorded a fall in GDP in the two middle quarters 
of the year, resulting above all, from a delay in investment decisions and the fall in foreign demand. The level of 
confidence of both companies and households is at an all-time low.  
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The various governments, with the support of BEI and BERS, have implemented measures to guarantee bank 
deposits and bonds, financing of infrastructure, energy and SME. 
 
After having raised the reference interest rate to 4.25% in July, the ECB then lowered it to 2% mid-January 
2009, highlighting that its main concerns are employment and corporate bankruptcy. It also increased its efforts 
to support liquidity, setting up re-financing operations from October onwards at fixed rates and granting the full 
amounts requested. The returns curve showed a diminishing trend for short-term investments, and an increasing 
trend for investments of 2-10 years, with a fairly wide spread of 104 bp. Following the bankruptcy of Lehman, the 
1-month Euribor rose to 4.8%, and then fell to around 3% at year end (and to 1.8% in January 2009), as a result 
of intervention by the ECB and the governments of the major nations.  
 
In Italy, the GDP started its downward trend in the second quarter. The economic situation worsened towards 
the latter part of the year, reflecting the fall in investments, exports and the stagnation of household 
consumption. Industrial production fell by around 4%, recording an annual figure of around 10% in the last few 
months of 2008. Employment came to a standstill, while the use of Temporary Redundancy Pay intensified. The 
consumer price index fell from an annual figure of 4.2% in August to 2.3%, following the drop in oil process and 
the weakness of demand.  
 
In Italy, similar measures to those taken in the Eurozone were implemented to support the real and financial 
economies, although budget policy support is constrained  by the high level of public debt.  
 
The international stock markets were characterised by accentuated and widespread drops in share prices, 
reflecting the uncertainty on how the current recession will develop and on policies to overcome the same. With 
respect to the end of last year, Stock market indices fell by over 40% in the Usa, the Eurozone and Japan, 
nearing 50% in the Italian Stock Market, where bank bonds fell by around 57%.  
 
In the government bonds market, prices rose (more than 10% year-on-year both in the Usa and the Eurozone). 
The yield spread of sovereign securities in Emerging countries and Treasury securities rose to around 700 bp at 
the end of the year, around 400 bp higher than the figure recorded at the beginning of June. Risk premiums on 
corporate bonds rose in all main categories to around 600 bp for bonds with triple B ratings, both in the Usa and 
in the Eurozone (from around 200 bp at the end of 2007). 
 
On the money markets, the Euro strengthened in the first six months against the dollar, reaching a record 
exchange rate of 1.6 (from 1.46 in December 2007); subsequently, in a context of heightened perception of risk, 
the capital previously invested high yield currency, was then switched to the dollar and above all the yen, thus 
leading to a depreciation of the Euro ($1.41 and 127.7 yen at the end of December). 
 
THE REGIONAL ECONOMY 
In the first half of 2008, the Umbrian economy1 showed signs of weakness in terms of both domestic and foreign 
demand. In the manufacturing industry, the deterioration of the economic situation affected above all medium-
sized companies and those operating in the engineering industry, which had recorded the most progress in 
recent years. 
 
In the first few months of the year, demand in the industrial sector fell. According to a qualitative survey 
conducted by ISAE,  the trend of a progressive deterioration in the opinions of Umbrian entrepreneurs on sales 
made in the region, associated with a fall in the foreign component, which began back in 2007, continued.  
Performance was lower than expected in all sectors, with the exception of the textile-apparel industry, which 
continues to be sustained by foreign demand for high quality products. The fall in sales regarded mainly the 
medium-sized companies, which had led growth in recent years, and to a lesser extent, large-scale operations; 
companies with between 20 and 49 employees are expecting an increase in sales exceeding that of 2007. The 
scenario improved in the last few months of the year.  
 
In the first six months of 2008, the difficulties that the building industry had started to show last year, worsened.  

                                                 
1 Bank of Italy, Eurosystem, “Economie regionali: l’economia nell’Umbria” (“Regional economies: the economy in 
Umbria”), Perugia 2008. 
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The continuing stagnation of public works was compounded by the progressive weakening of demand in the 
residential sector, which also encountered less favourable financing conditions. Residential building work in the 
first seven months of the year fell by 5.9% compared to the corresponding period last year (the national average 
is –9.7%). Funds directed towards investment in construction contracted.  
 
In terms of trade on the other hand, the growing uncertainties as to how the economic situation will evolve 
affected the spending decisions of households, who are being more careful, especially as regards durables. 
Between January and September 2008, according to figures released by ANFIA, registrations of new cars fell by 
10.8% compared to the same period last year; the trend, which was negative for the whole nine month period, 
continued to fall.  
 
On the basis of a survey conducted by Unioncamere, in the first half of 2008, the sales of large-scale retailers 
accelerated with respect to the same period of 2007, indicating an increase that was slightly higher than the 
Italian average (4.7% in nominal terms), concentrated in packaged basic commodities (5.5%). The survey 
conducted by Istat at national level, on the first eight months of the year, however, indicated an overall fall in 
sales of retail goods, more accentuated in the Central regions, and for non-food products.  
 
According to provisional data provided by Umbria’s Regional Authority, in the first six months of 2008, the 
number of incoming tourists to the region remained stable, on a par with the corresponding period of last year, 
while the number of days of presence fell by almost two percentage points (against increases recorded in the 
same six-month period of 2007 of 3.2 and 2.6 percent respectively). 
 
The deterioration, which involved all types of tourist facilities, mainly regarded the foreign visitors, the numbers of 
which fell by 3.8%, against an increase of 1.8% for tourists from other Italian regions. 
 
According to provisional data released by Istat, in the first half of 2008, regional exports at current prices fell 
compared to the same period in 2007 (–1.9%). This fall can be attributed above all to the metal and metal 
products sector (–17.9%), which suffered the significant fall in pricelist prices linked to the trend in the market 
prices of base materials. Excluding this sector, the export trend is positive (8.7%), but is slowing down with 
respect to 2007 (14.7%). Sales of machines and equipment have slowed considerably (6.4%, from 21.7%). Of 
the region’s specialist sectors, the food industry recorded a significant increase in foreign sales (32.8%; 4.6% in 
2007). 
 
Imports fell by 13.6% (against an increase of 2.4% in 2007), due to both the slowdown in industrial activity and 
the fall in the price of metal products, purchases of which fell, at present values, by 28.5%. In particular, imports 
from countries in Central-Eastern Europe, that do not belong to the European Union and from Central-South 
America fell significantly (–42.7% and –56.8%, respectively); on the other hand, imports form China continued to 
grow at a steady pace.  
 
In the unfavourable economic climate, the labour market was characterised by trends that to some extent were 
discordant with the general situation. The high increase in registrations of citizens from countries that have 
recently joined the EU may have had some influence. On the basis of data released by Istat, average 
employment for the first two quarters of 2008 rose in Umbria by 4.9% year-on-year, particularly as regards 
female workers. The number of employees in the building and agriculture sectors also rose, while employment 
levels in industry remained substantially unchanged with respect to the first six months of last year. The 
structural crisis of several businesses situated in the region, together with the initial effects of the downtrend of 
the economy, were reflected by widespread use of the Temporary Redundancy Fund. In the first six months of 
2008, the employment rate of the population at working age (15-64 years) rose to 66.0%, from 63.6% in the 
corresponding period of 2007. In the same period, the unemployment rate fell to 4.8% (from 5.0% in the first half 
of 2007). 
 
At the end of June, loans to customers resident in Umbria, net of non-performing loans, rose by 4.6% year-on-
year, a lower growth trend than that recorded at the end of 2007 (8.8%). This figure was influenced by 
extraordinary transactions conceded to financial companies in the first half of 2007, which were extinguished in 
the last few months of the year. Excluding said effect, the overall rise would have been 7.1%, and that of short-
term loans 9.5% (7.9% at the end of 2007). The slowdown in the growth of longer-term loans (from 9.2% to 
6.1%), which began last year for consumer households, also regarded non-financial companies. In the summer 
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months, a further slight deceleration was recorded. Loans to the production sector rose by 9.6%, almost two 
percentage points less than at December 2007. Loans granted by banks and financial companies in the form of 
leasing and factoring also slowed down (from 18.3% to 4.4%; from 36.3% to 17.2% respectively). 
 
The trend in bank loans granted to parties resident in Umbria further deteriorated, particularly as regards 
mortgages for house purchases.  
 
Interest rates on business loans continued to gradually come into line with the returns of the money market. The 
conditions applied in the second half of 2008 were unchanged for short-term loans (7.8%), while the TAEG on 
new longer-term transactions rose by 34 base points to 6.1% (in the same period, the increase of the 6-month 
Euribor was 57 points). The rise in interest rates resulted in an increase in the percentage of loans granted at 
fixed rates (rising from 34.3% to 42.0% between 2007 and the first half of 2008). The signs of a slowdown in the 
growth of loans to households appeared more marked than the average. The growth trend recorded in June 
(2.1%; 7.5% in 2007) was the lowest since the beginning of the decade, also considering the effects of credit 
assignments. 
 
The number of mortgages for the purchase of a home, after six years of strong growth, remained stationary; new 
credit lines granted in the six-month period were considerably lower than those recorded in the same period of 
last year (–24.2%) and 79.2 % of them were at fixed rates (more than 14 points compared to last year). 
 
In the first half of the year, the quality of credit disbursed to customers resident in the region was substantially 
unchanged compared to 2007: in the twelve months ending June, the flow of new adjusted non-performing loans 
in relation to the stock of loans at the beginning of the period was at the same levels as last December (1.1%). 
As the default rate (ratio of the flow of new adjusted non-performing loans to the value of loans at the beginning 
of the period) rose in the production sector, in particular in the building and services segments, it contrasted with 
the fall in that relating to consumer households (from 0.9% to 0.7%). The percentage represented by non-
performing loans of total loans remained stable (4.3%; 5.4% also considering securitisations). 
 
At the end of the first half of 2008, bank deposits had increased year-on-year by 9.0% (6.0% at December 
2007). This acceleration is attributed to the bond component (from 11.4% to 20.5%) and to repurchase 
agreements (repos) (from 34.1% to 56.2 %). 
 
The increase regarded consumer households in particular (11.9%), while substantially stationary levels were 
recorded for business customers (0.4%). The further increase in the opportunity cost of holding liquid assets 
contributed to the deceleration of current accounts (from 2.8% to 1.5%): the spread between the return on BOT 
and the average interest rates on current accounts rose in the first six months of the year by around 30 base 
points, to 2.5%. The outflow of asset management funds was more marked, resulting in net deposits of EUR -
402 million in the six-month period, at present values, corresponding to 15.2% of the stock at the beginning of 
the period (-4.8% in 2007). In the first eight months of the year, net deposits of Italian mutual funds were 
negative; only a part of the repayments of the segments with a higher risk profile was addressed to monetary 
ones. The tendency of Umbrian savers to prefer fixed-return or low risk investments further intensified. 
 
THE NATIONAL BANKING SYSTEM  
The banking sector was impacted by the changes in official interest rates that first went up and then down, and 
by the turbulence triggered by the high-risk US mortgages. Italian banks have handled the crisis that has hit the 
world financial system by being able to rely on a fundamentally sound business model, focused primarily on 
retail loans and deposits, and cost savings made in previous years. So far, they appear to have withstood the 
blow, even though the deterioration of the situation has provoked considerable tension, the lowering of equity 
ratios and a significant drop in profitability. 
 
From the second half of 2007, the terms of loans offered became slightly more restrictive, especially with regard 
to businesses characterised by a higher level of risk. The growth rate of business loans has in any event 
remained stable. 
 
In reality, customer deposits showed a gradual acceleration, with the annual average growth reaching around 
14% at year end. In particular, the stock of bonds recorded an average annual increase of over 18% 
(corresponding to around 115 billion compared to the end of 2007), while current accounts have risen by over 
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5%, around one percentage point higher than last year, encouraged by the increased preference for liquidity; for 
the same reason, repurchase agreements have remained very dynamic (recording around +17% yoy). 
 
In 2008, the net outflow from mutual funds exceeded 140 billion (around 25% of the stock at the end of 2007). 
Life bancassurance products have fallen by around 25%, due to indexes that have almost been halved and the 
maintenance of traditional products.  
 
The average annual growth of performing bank loans was +7.5% (+10.6% the previous year). Over the year the 
growth rate of the aggregate figure decelerated from +10% at the beginning of the year, to +4.4% in December. 
The latter trend was mostly due to loans to consumer households which, in the 4th quarter, came to a substantial 
standstill yoy (compared to around +10%at the beginning of the year); said slump can partly be explained by 
securitisations, but above all by the fall in the disbursement of mortgages (-6.9% in the first three quarters of the 
year) due to the fall in property sales.  
 
The growth rate of loans to non-financial companies also slowed down (from around +12% at the beginning of 
the year to +6%), in line with that of the real economy and the lower demand for credit. The ratio of net non-
performing loans to loans remained just over 1%, while, with regard to the default rate, the available figures (for 
the first three quarters) show a substantially stable situation for consumer families (just over 0.8%) and a limited 
growth for non-financial companies (+1.3%). The deterioration continued into January of this year, when the total 
value of customer debts that had become non-performing was 70% higher than a year earlier. Of the other forms 
of loan, disbursements of consumer credit closed the year with a very limited growth (+1.4%), reflecting the fall in 
purchases of durables. The average annual spread (loans-deposits) was maintained around 3.2 percentage 
points. The mark-up (measured with reference to short-term loans and the 1-month Euribor) rose, by an average 
of around 30 bp year-on-year, reflecting financial tensions. The mark-down fell significantly, from 2.28 
percentage points in 2007 to 2.09 p.p. 
 
The financial crisis and the recession appear to have had a significant impact on the banks’ accounts. The 
interest margin should, however, record an appreciable rise. The fall in revenues from services and the lack of 
profit from trading activities, together with a significant increase in value adjustments and appropriations, should, 
however, result in a considerable fall in profits.  
 
THE LEGISLATIVE FRAMEWORK 
 
On 1 January 2008, the new discipline on asset coefficients (Basel 2) came into force. 
 
Following the financial crisis and in response to the recommendations of the Financial Stability Forum, the Basel 
Committee announced a series of additional proposals to the discipline, including: a) increased capital 
requirements on trading, particularly as regards derivative products and off-balance sheet vehicles; b) new 
guidelines for the management and supervision of liquidity; c) reinforcement of the second pillar, as regards the 
valuation of exposures and assigned ratings. 
  
As of January, the Italian banking system adopted the IBAN (the 27 character code that replaces bank details) 
as a single and exclusive European standard to identify current accounts, to be used when making payments. 
Furthermore, almost all banks are able to receive and send SEPA (Single Euro Payment Area) money transfers. 
 
In March, the Bank of Italy circulated the new supervisory regulations as regards company organisation 
and governance. The provisions give corporate governance structures a central role in establishing risk 
management and control strategies and policies. Strategic, management and control supervision is shared 
between various company entities, so that their respective tasks are clearly defined, constructive dialogue is 
possible and correct control mechanisms are set in place.  
 
Of note is the amendment to IAS 39 and IFRS 7 – Reclassification of financial assets, issued on 13 October 
2008 by the IASB and approved by the European Commission on 15 October 2008 with Regulation no. 
1004/2008. The amendment, incidentally already applied by the bank in the third quarter 2008, fulfils the need 
for convergence between IAS/IFRS and US principles in order to harmonise the accounting standards of the 
different countries and render financial information more comparable. 
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These amendments have removed several prohibitions on reclassification, in particular the changes made to IAS 
39 regarding financial assets other than derivatives classified in “financial assets held for trading” and “available-
for-sale financial assets” accounting portfolios. 
 
In this regard, there are two possible cases:  
 

1. reclassifications of financial instruments (‘loans and receivables’, ‘available-for-sale financial assets’ and 
‘financial assets held to maturity’) from the ‘financial assets held for trading’ portfolio to other asset 
portfolios; said reclassifications are permitted if the entity does not intend to continue managing the 
instrument for the purpose of trading or if the instrument no longer has the characteristics and meets the 
requirements to be classified as such; two cases are envisaged: a) reclassifications accepted only in 
“rare circumstances” and in this regard the IASB has specified that the market conditions of the third 
quarter of 2008 represent an example of “rare circumstances”; b) those accepted at any time, as long as 
at the time of initial classification, the financial instrument already possesses the characteristics for a 
possible alternative reclassification in the ‘loans and receivables’ and on condition that following the 
transfer, the entity intends and is able to maintain it in said new portfolio for the foreseeable future or 
until maturity; 

 
2. reclassifications of ‘available-for-sale’ financial assets and ‘loans and receivables’ as long as, at the time 

of initial classification, the financial asset possesses the characteristics for a possible classification in 
‘loans and receivables’ and if the entity intends and is able to maintain the financial asset for the 
foreseeable future or until maturity; 

 
On the contrary, the inadmissibility of reclassifications into the ‘financial assets held for trading’ portfolio and out 
of the ‘financial assets recognised at fair value’ category. 
 
For further details, see the section entitled ‘Accounting policies’ in the Explanatory Notes.  
 
Anatocism 
Following the ruling of the United Sections of the Court of Cassation dated 4/11/2004, no. 21095, which ratified 
the nullity of clauses that envisaged the quarterly capitalisation of interest, due to the infringement of art. 1283 of 
the Italian civil code (based on the principle that said practice is not supported by any “regulatory application”), in 
the two year period 2005/2006, the Bank received numerous letters from customers regarding the recalculation 
of interest applied net of the anatocism and, therefore, the reimbursement of any excess amounts debited. 
Banca Popolare di Spoleto S.p.A. handled said requests, incidentally generally lacking any supporting 
documentation or quantification of the claim, in accordance with the approach of the Italian banking system, 
meaning that the same was not able to fulfil said claims as the ruling by the Court of Cassation, although 
authoritative, is only effective between the parties, and because the Italian banking association has expressed 
doubts on the compatibility, from a legal perspective, of the decision with current constitutional principles. 
 
Given that, generally, the decisions of the courts taken subsequently, have appeared to be in line with the 
principle issued by the United Sections, it should also be noted that, to date, a fairly limited number of customers 
have sought recourse in the law, after sending a first intimation. In this regard, and in terms of the income 
statement, it is almost impossible to quantify any presumable figure regarding the recalculation of interest 
without reprocessing all calculations regarding current accounts which over time have incurred, even 
occasionally, negative balances and therefore interest charges.  
 
Nevertheless, the experience gained in handling disputes leads us to reasonably retain that the effects of a 
hypothetical negative outcome of said cases filed against the Bank would be marginal. 
 
To date, there are 11 cases pending as regards anatocism, one of which was filed in 2008.  
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TRENDS IN BALANCE SHEET AGGREGATES 
 
 
SAVINGS MANAGEMENT 
With regard to savings management activities, Banca Popolare di Spoleto SpA has achieved an increase, 
compared to last year, of 13.2% in Direct Customer Deposits (if the decrease in subordinate liabilities is not 
considered, the increase in direct customer deposits would be 15.4%), while Indirect Customer Deposits 
amounted to EUR 1,376 million, displaying the effects of a downtrend significantly influenced by the crisis in 
savings management and by the negative performance of the financial markets.  
 
In terms of direct customer deposits, the deposits and bonds components made a significant contribution to the 
increase, benefitting from concerted sales efforts to enlarge the customer base. 
 
The following table shows the breakdown of Total Deposits as at 31 December 2008, which show the above-
mentioned dynamics. 
 
CUSTOMER DEPOSITS (in millions of EUR) 

actual figures 31/12/08 31/12/07 Change on 31/12/07 % weight 

   absolute % 31/12/08 31/12/07 

Direct customer deposits 2,426 2,143 283 13.2 100.0 100.0 

payables to customers 1,518 1,295 223 17.3 62.6 60.4 

payables represented by securities 908 848 60 7.1 37.4 39.6 

Indirect customer deposits 1,376 1,741 -364 -20.9 100.0 100.0 

Managed savings 529 664 -135 -20.4 38.4 38.2 

Administered savings 847 1,076 -229 -21.3 61.6 61.8 

Total customer deposits 3,802 3,883 - 81 -2.1   

 
 
Direct customer deposits 
 
The aggregate figure shows a growth trend (of around EUR 283 million compared to 31 December 2007), 
corresponding to 13.2%, upheld by both the due to customers item that recorded a significant increase in current 
account deposits (+ EUR 257 million), which easily compensates for the decrease in repurchase agreements (- 
EUR 22 million) and in the savings deposits component (- 12 million), and by payables represented by securities 
(+ EUR 60 million), which also benefits from considerable activity in bond loan placements, reserved to retail 
customers.  
 
DIRECT CUSTOMER DEPOSITS (in millions of EUR) 
actual figures 31/12/08 31/12/07 Change on 31/12/07 % weight 

   absolute % 31/12/08 31/12/07 

Current accounts 1,236 979 257 26.2 81.4 75.6 

Repurchase agreements (repos) 212 234 -22 -9.5 14.0 18.1 

Savings deposits 70 82 -12 -14.2 4.6 6.3 

Due to customers 1,518 1,295 223 17.2 100.0 100.0 

Outstanding securities 879 782 97 12.4 96.8 92.2 

Subordinate liabilities 29 66 -37 -56.4 3.2 7.8 

Payables represented by securities 908 848 60 7.0 100.0 100.0 

Total direct customer deposits 2,425 2,143 282 13.2   
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Indirect customer deposits 
Indirect customer deposits, including life insurance policies net of redemptions, recorded an overall decrease of 
EUR 364 million (-20.9%) compared to 31 December 2007. 
 
EUR 229 million of said decrease can be attributed to “administered savings”, which has suffered the negative 
performance of the share market at year end.  
 
The “managed savings” item was also affected by the difficulties in the financial markets, recording a fall of 
around EUR 135 million compared to 31 December 2007, EUR 82 million of which can be attributed to the 
“mutual funds”, and around EUR 49 million to “managed securities and funds”; it should be noted that 
“bancassurance” held its ground, recording only a slight fall of 2.7%. 
 
As at 31 December 2008, total investments in managed savings represented 38.4% of total indirect customer 
deposits, compared to 38.2% at 31 December 2007. 
 
The following table shows the figures for managed savings: 
 
MANAGED SAVINGS (in millions of EUR) 

actual figures 31/12/08 31/12/07 Change on 31/12/07 % weight 

   absolute % 31/12/08 31/12/07 

G.P.M and G.P.F. 143 192 -49 -25.5 27.1 29.0 

Mutual investment funds 239 321 -82 -25.5 45.2 48.3 

Life insurance policies (*) 147 151 -4 -2.7 27.7 22.7 

Total managed savings 529 664 -135 -20.4 100.0 100.0 
(*) net of redemption 
 
 
CREDIT MANAGEMENT 
 
Commercial activities 
 
As at 31 December 2008, total loans to customers amounted to EUR 2,087 million, an increase of around EUR 
196 million compared to December 2007 (corresponding to a percentage growth of 10.3%, which would rise to 
12.4% if the fall in investments in capitalisation policies was not considered). 
 
LOANS (in millions of EUR) 

actual figures 31/12/08 31/12/07 Change on 31/12/07 

   absolute % 

Loans to customers 
(including net non-performing loans) 

2,087 1,891 196 10.3 

 
 
Looking at the technical forms of loans, mortgages account for an increasingly larger share, corresponding to 
52.8% of total loans, followed by current accounts with a share of 23.9% and other advance and loan 
transactions (11.4% of the total). On the other hand, the share represented by investments in capitalisation 
policies fell to 3.4%. 
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LOANS BY TYPE (in millions of EUR) 

actual figures 31/12/08 31/12/07 Change on 31/12/07 % weight 

   absolute % 31/12/08 31/12/07 

Current accounts 500 423 76 18.0 23.9 22.4 

Mortgages 1,103 977 125 12.8 52.8 51.7 

Credit cards, personal loans, assignment of 
one fifth of salary 80 77 4 4.6 3.8 4.1 

Debt securities 27 18 10 55.5 1.3 0.9 

Capitalisation policies 71 97 -26 -26.8 3.4 5.1 

Other transactions 222 228 -6 -2.8 10.6 12.0 

Impaired loans 85 71 13 18.5 4.1 3.6 

Total 2,087 1,891 196 10.3 100.0 100.0 

IAS figure net of policies 2,016 1,794 221.76 12.358   

 
 
Debt securities include around EUR 9 million in bonds, resulting from the transfer of securities made on 30 
September 2008 (see subsequent comment in “The profit and loss account reclassified with operating criteria”) 
and around EUR 17 million regarding the Junior Ulisse 4 security related to the securitisation of ‘non-performing’ 
loans originating from the Bank.  
 
The following table provides an overview of new medium-long term transactions performed in 2008 using third 
party funds. It should be noted that the same have all been performed with Production companies of the Monte 
dei Paschi di Siena Group (MPS Leasing e Factoring, MPS Banca per l’Impresa, Consum.it). 
 
NEW DISBURSEMENTS (in millions of EUR) 

actual figures 31/12/08 31/12/07 Change on 31/12/07 % weight 

   absolute % 31/12/08 31/12/07 

Transactions with third-party funds       

Leasing 15 32 -16 -51.7 6 19 

Factoring 176 75 102 136.3 69 44 

MPS Capital Services 30 31 -1 -4.0 12 18 

Consumer credit 32 32 0 0.9 13 19 

Total 254 170 84 49.6   

 
The ratio, calculated on actual figures, of loans to ordinary customers and direct customer deposits is 86.1%, 
compared to 88.3% at 31 December 2007. 
 
Committed credit facilities amounted to EUR 40.02 million (against EUR 40.8 million at 31 December 2007). 
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Credit quality 
 
As at 31 December 2008, the percentage represented by non-performing loans, problem loans and loans past 
due by more than 180 days (net of doubtful outcomes) of total net loans was 4.1% (3.8% at 31 December 2007). 
 
LOANS TO CUSTOMERS ACCORDING TO LEVEL OF RISK (in millions of EUR) 

Risk category 31/12/08 31/12/07 Change on 31/12/07 % weight 

Net values   absolute % 31/12/08 31/12/07 

Non-performing loans 30.6 23.5 7.1 30.0 1.5 1.2 

Problem loans 31.6 28.5 3.2 11.1 1.5 1.5 

Loans past due 22.3 19.4 2.9 15.0 1.1 1.0 

Restructured loans 0.1 0.1 0.0 -4.5 0.0 0.0 

Unsecured loans       

to countries at risk  - 0.0 - - - 

Total doubtful loans 85 71.5 13.1 18.4 4.1 3.8 

Performing loans 2,002.6 1,820.0 182.6 10.0 95.9 96.2 

Total Loans to Customers 2,087.2 1,891.5 195.7 10.35 100.0 100.0 

 
 
Gross non-performing loans at 31 December 2008 amounted to EUR 84.3 million (EUR 65.6 million at 
December 2007); net non-performing loans totalled EUR 30.6 million (EUR 23.5 million at December 2007) 
following value adjustments of EUR 53.7 million. The average write-down of non-performing loans was therefore 
63.7%. Gross and net non-performing loans represent 3.9% and 1.5% respectively of gross and net loans to 
customers.  
 
Gross problem loans at 31 December 2008 amounted to EUR 37.3 million (EUR 32.1 million at December 2007); 
net problem loans totalled EUR 31.6 million (EUR 28.5 million at December 2007) due to analytical write-downs 
of EUR 5.6 million. The average write-down of problem loans was, therefore 15.1%. The ratio of gross problem 
loans to gross loans to customers was 1.7%, while the ratio of net problem loans to net customer loans was 
1.5%. 
 
Gross loans past due at 31 December 2008 amounted to EUR 23.3 million (EUR 20.3 million at December 
2007), while net loans past due at the same date amounted to EUR 22.3 million (EUR 19.4 million at December 
2007) due to value adjustments of around EUR 1.0 million. The average write-down of loans past due was, 
therefore 4.2%. The percentage represented by gross loans past due of gross loans to customers was 1.1% and 
similarly net loans past due represented 1.1% of net loans to customers. 
 
Collective allowances, the cumulative sum of which is EUR 7.6 million (6.7 million in 2007) cover the implicit risk 
of performing loans, and represent an average percentage of 0.38% of total performing loans. Said allowance is 
considered suitable to handle the foreseeable risks implicit in standard loans. 
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STRUCTURE OF THE PORTFOLIO OF OWN SECURITIES AND OF OTHER FINANCIAL ASSETS 
 
At 31 December 2008, the portfolio of own securities, overall, had a nominal value of EUR 517,933,981.53 (EUR 
514,297,563 average annual value), split into the following portfolios: 
 
HFT portfolio  EUR 182,234,554.29 
AFS portfolio   EUR 203,563,614.61 
L & R portfolio  EUR 132,135,812.63 
 
 
Securities Portfolio 
 
breakdown into regulatory portfolios (nominal value) 

a) HFT portfolio 
b) AFS portfolio 
c) L&R portfolio 

 
Said portfolio is used mainly to fulfil various commitments and cautionary deposits of around EUR 430 million. 
 
More specifically, it regards a cautionary deposit for the issue of bankers’ drafts (around EUR 25 million) and 
securities to service repurchase agreements (repos) with ordinary customers (around EUR 270 million). The 
remainder of the portfolio is comprised mainly of securities that may be allocated to the Bank of Italy if there is a 
need for liquidity. As at 31 December 2008, the securities allocated to guarantee intraday transactions amounted 
to a nominal value of around EUR 130 million. 
 
 
Structure of portfolio by type of security 
 
Corporate bonds 1.7% 
Capital securities 0.2% 
Mutual funds 0.2% 
Equity investments 0.2% 
Vehicles (*) 3.9% 
Government securities and similar 29.8% 
Bank bonds 64.0% 
 
(*) Indicates the Junior security relating to the Securitisation of the Bank’s non-performing loans (nominal value 
EUR 19.8 million, balance sheet value EUR 17 million) 
 
The chart above shows how the portfolio of own securities is mainly comprised of Bank Bonds (64%) and then 
by Government Securities (around 30%) and only 1.7% of Corporate Bonds.  
 
As regards the financial profile, it should be noted, as shown in the following chart, that over 71% of the portfolio 
is represented by floating-rate securities or that mature within six months. 
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Structure of the portfolio by financial profile 
 
Structured securities 8.2% 
Inflation-linked securities 2.5% 
Capital securities 0.2% 
Mutual funds 0.2% 
Equity investments 0.2% 
Vehicles 3.9% 
Floating rate securities 68.2% 
Fixed rate securities maturing within six months 2.8% 
Fixed rate securities 13.9% 
 
The portfolio as a whole is characterised by a financial duration of 0.55 years and an average maturity of around 
three years, has a medium-low risk profile and can be considered fairly prudent. 
 
If only the coupon yield is considered, the profitability of the above portfolio in 2008 was 4.62%; if the results of 
all financial assets are added as well as the negative impact resulting from recognition on the income statement 
(EUR 7.7 million), the yield for 2008 corresponds to 3.51%. Lastly, if the losses on the AFS portfolio, which 
temporarily decrease shareholders’ equity, are also considered, the yield would be 2.86%. 
 
The following tables show the breakdown of balance sheet items as regards the Bank’s financial assets and 
hedging derivatives. 
 
Financial trading instruments 
 
Financial trading instruments (Item 20) 

(in millions of EUR) 31/12/08 31/12/07 Change on 31/12/07 

   absolute % 

Trading securities 181.0 394.9 -213.8 -54.2 

Positive vale of derivative trading contracts 5.5 6.4 -0.9 -13.6 

Financial trading assets 186.6 401.3 -214.7 -53.5 

Negative value of derivative trading contracts 2.0 3.2 -1.2 -38.7 

Other trading liabilities 0 0 n.s. n.s. 

Financial trading liabilities 2.0 3.2 -1.2 -38.7 

 
 
Financial trading instruments encompass debt and capital securities classified as trading instruments, as well as 
the positive value of derivative contracts set up for the purposes of trading. 
 
Financial trading liabilities regard derivative trading contracts with a negative value. 
 
It should be noted that derivative trading contracts include transactions set up for the purpose of hedging, which 
do not meet the requirements of IAS 39 for the application of hedge accounting. 
 
Negative-value derivatives wholly refer to contracts set up regarding the For You product and to inflation-linked 
derivatives, while positive-value derivatives include options with interest rate caps, swaps with Zero Coupon 
structures and the basis swap resulting from the securitisation of performing mortgages. The effect on the 
income statement of the valuation of trading derivatives was EUR+ 296 thousand. 
 
Beyond the negative performance of the financial markets, the change in trading securities was also affected by 
the transfer of securities made on 30 September 2008 from the HFT to Due from Customers and Due from 
Banks and AFS portfolios (see comment in subsequent paragraph entitled “The income statement reclassified 
with operating criteria”). 
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Available-for-sale financial assets 
 
Available-for-sale financial assets (Item 30) 

(in millions of EUR) 31/12/08 31/12/07 Change on 31/12/07 

   absolute % 

Available-for-sale securities 195.5 34.5 161.0 466.1 

Investments in shares available for sale 6.4 2.1 4.3 201.0 

Total available-for-sale financial assets 201.9 36.7 165.23 450.7 

 
As at 31 December 2008, this item amounted to EUR 201.9 million, up on December 2007. 
 
The change in available-for-sale financial assets resulted from the above-cited transfer of securities made on 30 
September 2008 (see comment in subsequent paragraph entitled “The income statement reclassified with 
operating criteria”). 
 
On the date of the financial statements, this item is mainly comprised of debt securities of institutional 
counterparties, while the share component, which is always very limited, is up with respect to 31 December 
2007, principally due to the purchase of a 2.498% share of Cedacri. The latter company already provides the 
Bank with outsourced services and is the leader in Italy in IT services for the banking and financial sectors. The 
aim of the Bank’s investment is to strengthen the partnership with this important supplier in order to obtain 
operational and economic benefits.  
 
Hedging Derivatives 
 
The table below provides an overall picture of the values of derivative contracts to hedge assets and liabilities. 
 
In particular, it should be noted that the Bank has only set up fair value hedging transactions. 
 
The overall effect of hedging activities on the income statement in 2008 is a net positive figure of around EUR 
771 thousand (recorded under item 90 in the Income Statement – Net Income from hedging activities) resulting 
from a negative change of EUR – 8,748 thousand in the fair value of hedging derivatives and a positive change 
in the fair value of the items hedged of EUR 9,518 thousand. 
 
Hedging derivatives (Item 80) 

(in millions of EUR) 31/12/08 31/12/07 Change on 31/12/07 

   absolute % 

Positive value of fair value hedge contracts 9.9 7.8 2.0 26.0 

Negative value of fair value hedge contracts -18.0 -7.9 10.1 126.7 

Total -8.1 -0.1 8.03 6993.6 
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THE INCOME STATEMENT RECLASSIFIED WITH OPERATING CRITERIA 
 
The following section illustrates and comments on the income statement figures as at 31 December 2008, 
compared to those of December 2007 and reclassified according to operational criteria in order to ensure a 
clearer understanding of the underlying trends. 
 
The changes made to the income statement in order to reclassify the same are illustrated in detail below:  
 

a) the reclassified income statement item “Commissions” is the difference between items 40 (Commission 
income) and item 50 (Commission expense); 

b) the reclassified income statement item “Dividends, similar income and Profit (Loss) from equity 
investments” encompasses the values of balance sheet item 70 (Dividends and similar income) and item 
210 (Profit/Loss from equity investments); 

c) the reclassified income statement item “Net income from trading/valuation of financial assets” includes 
the values of balance sheet items 80 (Net income from trading activities), 100 (Profit/Loss from 
assignment and repurchase of credit, available-for-sale financial assets, financial assets held to maturity 
and financial liabilities) and 110 (Net income from assets and liabilities recognised at fair value); 

d) the reclassified income statement item “Other operating expense/income” corresponds to balance sheet 
item 190 (Other operating expense/income) less recoveries of expenses which are then recorded under 
operating costs (see point e) below) and contribute to the calculation of the reclassified “Banking 
margin”; 

e) the reclassified income statement item “Recovery of expenses” includes recoveries of stamp duties and 
substitute tax (EUR 5.3 million at 31 December 2008, EUR 5.3 million at 31 December 2007), the 
recovery of postal expenses (EUR 1.9 million at 31 December 2008 and EUR 1.9 million at 31 
December 2007) and the recovery of legal expenses (EUR 0.4 million at 31 December 2008 and EUR 
0.4 million at 31 December 2007) recorded in the balance sheet under item 190 (Other operating 
expense/income); in the reclassified income statement, said item is included, to partially adjust 
administrative expenses, under operating expense. 
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Reclassified operating income statement 
(in EUR thousands) 31/12/2008 31/12/2007 Change  
 absolute %
  
Interest margin 80,916 75,001 5,916 7.9
     
Commissions 29,339 29,417 -77 -0.3 
Primary banking margin 110,256 104,417 5,838 5.6
Dividends and similar income and profit/loss from equity 
investments (70+210) 85 66 19 28.5 

Net income from trading/valuation of financial assets -2,493 -356 -2,137 600.5 
Net income from hedging activities 771 -194 965  
Balance other income and expense -96 208 -305 -146.3 
Banking margin 108,521 104,142 4,380 4.2
Administrative expenses -74,480 -74,410 -69 0.1 

a) personnel expenses -43,635 -45,107 1,473 -3.3 
b) other administrative expenses -30,845 -29,303 -1,542 5.3 

Recoveries of expenses 7,657 7,643 14 0.2 
Net value adjustments to tangible and intangible assets -1,901 -2,100 199 -9.5 
Operating expenses -68,723 -68,867 144 -0.2
Operating income 39,798 35,275 4,524 12.8 
Net allocation to the provision for risks and charges  -1,758 -713 -1,044 146.4 
Net value adjustments due to the impairment of: -17,963 -11,953 -6,010 50.3 

a) loans -15,073 -11,953 -3,120 26.1 
b) available-for-sale financial assets -2,889 0 -2,889  
c) financial assets held to maturity 0 0 0  
d) other financial assets 0 0 0  

Net income from recognition at fair value of tangible and 
intangible assets - - 0  

Value adjustments to goodwill - - 0  
Profit (loss) from the disposal of investments - - 0  
Gross Profit from current operations 20,078 22,609 -2,531 -11.2
Income tax for the year -9,457 -12,028 2,571 -21.4 
Profit (Loss) from current operations after tax 10,621 10,580 40 0.4
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Quarterly evolution of the Income Statement 
(in EUR thousands) QI QII QIII QIV
  
Interest margin 18,959 19,794 20,610 21,553
Commissions 7,475 7,108 6,963 7,794 
Primary banking margin 26,434 26,902 27,573 29,347
Dividends and similar income and profit/loss from equity 
investments (70+210) 2 72 9 2 

Net income from trading/valuation of financial assets -2,214 319 -27 -571 
Net income from hedging activities 129 -133 541 233 
Balance other income and expense -232 549 -361 -53 
Banking margin 24,119 27,709 27,735 28,958
Administrative expenses -19,374 -17,932 -19,363 -17,811 

a) personnel expenses -11,528 -9,806 -12,005 -10,295 
b) other administrative expenses -7,846 -8,125 -7,358 -7,516 

Recoveries of expenses 1,960 1,691 2,124 1,881 
Net value adjustments to tangible and intangible assets -531 -533 -525 -311 
Operating expenses -17,945 -16,773 -17,764 -16,241
Operating income 6,174 10,936 9,971 12,717
Net allocation to the provision for risks and charges  -53 -416 -1300 11 
Net value adjustments due to the impairment of: -2,747 -2,776 -6,419 -6,021 

a) loans -2,747 -2,776 -3,960 -5,591 
b) available-for-sale financial assets 0 0 -2,459 -430 
c) financial assets held to maturity 0 0 0 0 
d) other financial assets 0 0 0 0 

Profit (loss) from the disposal of investments 0 0 0 0 
Gross Profit from current operations 3,374 7,745 2,252 6,707 
Income tax for the year -1,234 -3,880 -1,035 -3,308 
Profit (Loss) from current operations after tax 2,140 3,865 1,217 3,399
 
The interest margin at 31 December 2008 was EUR 80,916 thousand, showing an increase of 7.9% on the 
figure recorded at 31 December 2007.  
 
The quarterly profit of the balance between interest income and interest expense for the fourth quarter confirms 
the upward trend that began at the beginning of the year and is explained by the marked increase in banking 
volumes in the presence of a reduction of the spread between interest income and expense rates.  
 
The spread between the average interest income rate and the average interest expense rate for the period 1 
January – 31 December 2008 was 3.55% (4.06% if commission on overdrafts is considered). As at 31 December 
2007, the value of the spread was 3.78% (4.33% if commission on overdrafts is included). 
 
More specifically, the cost of deposits and the loan repayment rate were as follows: 
 
- the spot interest rate on deposits (excluding foreign transactions and repos) as at 31 December 2008: 

2.988% (against 2.862% at 31 December 2007); the average interest rate for the period was 3.23% (against 
2.61% in the previous year); 

- the spot interest rate for loans (excluding foreign transactions) as at 31 December 2008: 6.194% (against 
6.433% at 31 December 2007); the average interest rate for the period was 6.78% (against 6.39% at 31 
December 2007). 

 
In particular, it should be noted that the interest margin achieved was influenced by the improvement in the 
structure of interest income (+ EUR 28 million circa corresponding to 20%) mainly driven by the steady increase 
of loans to customers which, also in 2008, performed excellently both in terms of medium-long term loans and 
short-term loans. On the other hand, the structure of interest expense also increased as a result of the higher 
deposits made. 
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The primary banking margin amounted to EUR 110,256 thousand, an increase of 5.6% compared to the 
previous December, entirely attributable to the interest margin (+7.9%); the commission component recorded the 
same figure as the previous year as a result of increases of recoveries of expenses, loans, foreign income and 
other business income, which managed to offset the negative effects of the fall in the commissions component 
associated with managed and administered savings. 
 
Dividends, amounting to approximately EUR 85 thousand, recorded a rise of 28.5% compared to 31 December 
2007. 
 
Net income from trading activities/valuation of financial assets recorded a loss of EUR 2,493 thousand, 
higher than that recorded at 31 December 2007 (EUR -356 thousand). 
 
As at 31 December 2008, the above-cited margin included: 

- EUR -2,459 thousand as net income from trading activities (EUR -576 thousand at 31 December 2007) 
resulting from the arithmetical sum of the following components: 

o Net profit from trading of securities of EUR 544 thousand circa (EUR 790 thousand at 31 December 
2007); 

o Losses on the valuation of securities of EUR -4,836 thousand circa (EUR -1,855 thousand circa at 31 
December 2007); 

o Profits from trading/valuation of trading derivatives of EUR 1,664 thousand (EUR 1,075 thousand at 31 
December 2007), mainly attributable to gains on “zero coupon” and “inflation linked” derivatives; 

o Spreads and premiums on trading derivatives of around EUR 128 thousand (EUR -732 thousand at 31 
December 2007); 

o Profits on exchange rates of EUR 42 thousand circa (EUR 150 thousand at 31 December 2007) 

- EUR -35 thousand of losses from the disposal or repurchase of available-for-sale financial assets and 
financial liabilities (EUR 220 thousand circa at 31 December 2007). 

 
Net income from hedging activities was EUR 771 thousand (EUR -194 thousand at 31 December 2007). 
 
The banking margin, therefore, was EUR 108,521 thousand, up 4.2% on December 2007. 
 
The bank’s operating expenses were EUR 68,723 thousand, slightly down (-0.2%) on the previous year, mainly 
due to the control of personnel expenses, which managed to offset the increase of other administrative 
expenses. 
 
Personnel expenses recorded a decrease of 3.3% compared to December 2007, due to the positive one-off 
effect of legislative decree no. 61 dated 8 April 208, which provided for the repayment, to the extent of 40%, of 
suspended contributions related to the 1997 earthquake and whose impact on the bank was around EUR 1.1 
million; 2007 figures were also impacted by the one-off effect of the implementation of the Welfare Reform, the 
impact of which on the bank’s staff termination indemnity (TFR) was around EUR 1.3 million.  
 
Other administrative expenses suffered the recent opening of new branches and the charges related to 
extraordinary IT projects, also due to the change in the legislative and regulatory framework, recording a 5.3% 
rise. 
 
The recoveries of expenses amounted to EUR 7,657 thousand, confirming the 2007 figure. 
 
Net value adjustments to tangible and intangible assets were EUR 1,901 thousand, down 9.5% compared to 
the previous year. 
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The Cost/Income ratio2 (Operating Expenses/Banking Margin) was 63.3%, compared to 66.1% at 31 
December 2007. 
 
Excluding value adjustments to tangible and intangible assets of EUR 1,091 thousand, the Cost/Income 
(Administrative Expenses/Banking Margin) would be 61.6% against 64.1% recorded by the same index at 31 
December 2007.  
As a result of the above, Operating Income was EUR 39,798 thousand, up 12.8% on the figure recorded at 31 
December 2007.  
 
The Net Profit for the period was also formed by EUR 1,758 thousand of Net allocations to the provision for risks 
and charges (EUR 713 thousand at 31 December 2007) and EUR 17,963 thousand of Value adjustments due to 
the impairment of loans and securities classified in the ‘available-for-sale’ portfolio (EUR 11,953 thousand at 31 
December 2007), of which EUR 450 thousand was related to the Junior Ulisse 4 security resulting from the 
securitisation of non-performing loans performed in 2001. This result also suffered from the write-down of 
securities of the Lehman Brothers Group, commented below (EUR 2.9 million). 
 
Net of the latter, adjustments to loans represented 0.72% of net loans.  
 
Income tax for the year amounted to EUR 9,457 thousand (EUR 11,953 thousand at 31 December 2007) at a 
tax rate of around 47.1%. In this regard, it should be noted that new tax regulations introduced in 2008 by 
Legislative Decree no. 112/2008, had a negative impact on the Bank’s tax rate for the period of around 3.5 
percentage points. 
 
Net profit amounted to EUR 10,621 thousand against a figure of EUR 10,580 thousand achieved last year. 
 
ROE3 was 6.7%. 
 
Overall, it can be seen that even in an exceptionally unfavourable situation with heavy repercussions on the 
financial assets, such as that which characterised the markets in 2008, the accounts of Banca Popolare di 
Spoleto were able to absorb the effects of the crisis, maintaining a sound equity base, steady profitability and 
adequate liquidity.  
 
As regards the changes to accounting principles IAS 39 and IFRS 7, issued in October 2008, the following 
reclassifications have been made to the securities portfolio, at 1 July 2008 values: 
- the transfer of approximately EUR 56 million (balance sheet values) of securities (bank bonds) from the HFT 

portfolio to the Loans to Customer and to Banks portfolio; 
- the transfer of approximately EUR 31.3 million (balance sheet values) of securities (bank bonds) from the 

AFS portfolio to the Loans to Customer and to Banks portfolio; 
- the transfer of approximately EUR 124.8 million circa (balance sheet values) of securities, of which around 

EUR 118.8 million in Treasury Credit Certificates, from the HFT portfolio to the AFS portfolio. 
 
The above transfers had a gross positive effect on the 2008 Income Statement of around EUR 7.5 million 
(before the theoretical tax effect) and a positive effect on equity of EUR 7.7 million (before the theoretical tax 
effect). 
 
The decision to make the above-illustrated transfers was made on the basis of the profound liquidity crisis that 
had hit the financial markets and by the exceptional volatility of the same, with the consequent difficulty of 
calculating the fair value of several financial assets, meaning the ‘amount for which an asset can be exchanged, 
or a liability extinguished, between knowledgeable, willing parties in an arm’s length transaction’. This also led to 
a change, for the Bank, of the time horizon of said investments. 
 

                                                 
2 Calculated as the ratio of Operating Expenses, of EUR 68,723 thousand to the Banking Margin of EUR 108,521 thousand. 
3 Return on Equity (R.O.E.): is the ratio of the Net profit for the period of EUR 10,621 thousand and the Shareholders’ 
Equity at the end of the previous year (of EUR 167,477 thousand) less the profits distributed to shareholders (of EUR 8,533 
thousand). 
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It should be noted that the bank’s securities portfolio and the securities transferred to the loans portfolio do not 
contain ABS securities or structured securities which incorporate credit derivatives and/or equity derivatives. 
 
In the same way, the Bank’s loans portfolio does not contain the above securities, with the exception of junior 
Ulisse 4 (EUR 17 million) and loans to Spoleto Mortgages (EUR 8.1 million), own securitisations of non-
performing loans and performing mortgages, already classified in said portfolio in previous years. 
 
Of the significant events that occurred in the year, the recent default of the US Group Lehman Brothers deserves 
a mention. On the date of the default, the Bank held bonds worth EUR 4.4 million (notional value) in the AFS 
portfolio and EUR 1.6 million (notional value) in the trading portfolio. 
An overall devaluation was estimated with respect to the notional value of EUR 4.2 million, around EUR 3.8 
million of which impacted the 2008 Income Statement (EUR 2,889 thousand related to securities in the AFS 
portfolio and EUR 893 thousand on securities held in the trading portfolio). 
The certainty of the amounts that can be recovered is linked to the time required for the conclusion of the 
bankruptcy procedure.  
 
There are no shares and/or bonds issued by a Lehman Brothers group company in the bank’s managed assets. 
As regards Lehman financial instruments or products present in deposits administered on behalf of customers – 
an insignificant amount with relation to the total amount of securities in custody (EUR 2.2 million mainly on behalf 
of private customers) – appropriate measures have been adopted to provide the same with adequate and 
prompt information on the repercussions of the default procedure, on the market value of said securities and on 
the difficulty/impossibility of trading, as well as the manner in which interested parties can exercise their rights. 
 
The losses recorded or sterilised on the bank’s own portfolio (with the exception of the above-cited Lehman 
securities) mostly refer to bonds, with high ratings, purchased under par value and which therefore will recover 
their entire value on maturity. 
 
INTEGRATED RISK MANAGEMENT 
The organisational structure 
Integrated risk management 
The organisational structure 
The internal control system has become increasingly strategically important, highlighting the importance of the 
functions and entities involved in credit, financial and operational risk management. In particular, excluding the 
standard checks performed by peripheral units and by Departments aimed at mitigating the bank’s operational 
risks, the tasks of risk supervision/management are allocated as follows: 

1. Internal Audit Department: has the task of supervising the operations of company functions and checking the 
adequacy and the smooth running of internal control systems. In this regard, it ensures that credit, financial 
and operational risks are correctly managed in branches and by general management; 

2. Planning-Management Control-Risk Management Department: analyses corporate risks as a whole, 
monitoring the overall corporate risk situation and therefore assists General Management in the overall 
management of risk;  

3. Organisation and Support Services Department: is delegated the task of drawing up the macrostructure, the 
internal control model (broken down into the organisational system, the system of governance, the 
management system and the control system) and single business processes (for example the strategic, 
credit, financial process etc.) and the periodic procedure to assess the adequacy and the smooth running of 
the internal control system; 

4. Credit Department, which supervises the disbursement of credit by the Bank, identifies and analyses areas 
for intervention, ensures supervision of asset quality, proposing the necessary corrective action and 
establishing assessment and reliability criteria for customers and, without prejudice to the responsibilities of 
the Internal Audit Department, supervises and coordinate the set of activities aimed to control risk through a 
dedicated office; 
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5. Finance Department, which follows and constantly analyses the Bank’s global positions in euro and in 
foreign currency, in terms of its income profile, liquidity, risk and respect of operational limits; 

6. Corporate Bodies, Legal and Compliance Department, which has the task of ensuring governance, meaning 
the prevention, management and control of the risk of the Bank’s non compliance (meaning legal and 
reputation risk) with legislation and with self-imposed regulations. 

7. Finance and Market Risk and Liquidity Risk Management Committee, which liaises between the strategic 
management body and the operational functions, guaranteeing that strategic indications are transformed into 
coherent commercial policies, with regard both to the market risk profile linked to the specific operations of 
the Financial department, and to the overall risk profile linked to the traditional transformation of maturities 
associated with commercial activities. At the beginning of 2009, said committees were reorganised and 
renamed “Finance and Liquidity Committee” and “Risk Committee”. The first is a strategic and advisory 
body,  whose task is to set policy regarding company finance and to exercise decision-making powers as 
regards liquidity. The second has responsibilities as regards the management of the Bank’s overall risk 
profile and the assessment of performance achieved in terms of risk-return and therefore capital; 
consumption, both supervisory and economic. 

The internal control system is continuously updated and supplemented, also in the light of Legislative Provisions 
that are issued by the ordinary legislator or by the Supervisory Authority from time to time. 
 
Credit risk 
As of March 2003, at advisory level in the preliminary credit process, the Bank uses the CRS (Credit Rating 
System), which enables the likelihood of insolvency of requesting parties to be established by assigning them a 
score of merit, in order to enable the Bank to group its credit portfolio into similar risk categories. 
 
The assignment of said score is based on the performance of the customer’s accounts at the Bank and in the 
Banking System as a whole, and on quantitative and qualitative information obtained from internal and external 
sources. 
 
The calculation of the expected loss and of the unexpected loss of the credit portfolio will be used in a more 
structured way in future, to establish operating authorisations and for loan pricing. 
 
With specific regard to the management of existing credit risk, since the start of the first half of 2006, the Bank 
has adopted a procedure called “ICC – Iter Controllo Crediti” (Credit Control Procedure), which acts as an 
automatic support to credit control activities, by developing a personalised work-flow, both in terms of the 
automatic generation of loan requests and as regards the control procedure that said requests have to follow.  
 
The project also entailed a review of legislation as regards credit risk management. 
 
Recently, with the support of a company called Riskmetrics, the Bank has begun a review of all credit risk 
assessment, management and monitoring tools.  
 
Financial risk 
A review of the Bank’s Finance Department led, some time ago, to the implementation of several planned 
projects regarding the organisation and procedures. 
 
In this regard, it should be noted that, in accordance with a resolution passed by the Board of Directors, the 
scope of operation of the Finance Department has been restricted as regards undertaking operations (the 
securities portfolio, with limited exceptions, represents a liquidity reserve and buffer for the interest margin) and 
limits and rules have been established, which in practice lean towards investments consistent with a low risk 
profile, which naturally influences the return that can be obtained from said investments.   
 

In particular, in terms of new investments, several prudential parameters have been established regarding: 

- the maximum percentage of fixed rate securities permitted in the non-investment portfolio; 

- the upper threshold of the average duration; 
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- the type of financial instruments that may be purchased, limited to those with a low risk profile and adequate 
ratings;  

- The maximum threshold for corporate bonds, structured bonds and shares. 
 
Beyond marginal activity on options on S&P/MIB regarding government securities, derivative transactions are 
not carried out, with the exception of the hedging of “caps” on residential mortgages, fixed rate mortgages and 
interest rate swaps associated with the issue of bonds by the Bank. 
 
Treasury activity is also minimal, with the exception of some limited hot money transactions with leading 
counterparties. Similarly, foreign exchange transactions are performed almost exclusively due to network 
requirements.  
 
The operational authorisations assigned regard nominal amounts, supplemented with “stop loss” limits. In any 
event, a limit to the global VaR of EUR 1.5 million has been set for the entire portfolio. Limits have also been set 
for maximum credit exposure and maximum counterparty risk. 
 
Interest rate risk regarding the Banking Book 
 
With regard to the Banking Book, operating decisions are based on the objective of minimising the volatility of 
the interest margin envisaged for the year or minimising the volatility of the economic value of the Bank’s equity 
to changes in the interest rate structure.  
 
On the basis of the “Time Shifted Beta Gap” model, which enables asymmetries in the adjustment times of the 
interest rates of the individual asset and liability items in the event of a tax shock to be taken into account, the 
impact on the margin as at 31 December 2008 would be + EUR 1.770 million if rates were to rise by 1%, and - 
EUR 1.613 million if rates were to fall by 1%. 
 
A parametric analysis of the value of balance sheet items made as at 31 December 2008, on the basis of the 
“duration gap” method, shows for the banking book, net of the trading portfolio, a variation of EUR – 12.959 
million in the event of a positive shock and + EUR 14.545 million in the event of a negative shock (shock 
assumptions correspond to parallel shifts of the interest rate curves of 100 b.p.), equal respectively to –6% and 
+6.7% of the Core Internal Capital.  
 
Liquidity risk 
 
Liquidity risk 
 
Following the recent turbulence in the financial markets, with repercussions on the money and interbank markets 
and to comply with the request of the Supervisory Authority to improve Liquidity Management techniques, Banca 
Popolare di Spoleto has launched a process to refine the same, which has led to the approval of the Bank’s 
Liquidity Policy. 
 
More specifically, the above policy envisages that the following are carried out monthly:  
 
a. The monitoring of short-term liquidity, taking into account the Bank’s Counterbalancing Capacity, namely its 

liquidity reserve. 
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SHORT TERM LIQUIDITY 31-12-08 
 
Securities allocated to Bank of Italy Overdraft Guarantee, committed to REPOS and available on demand 
 
(Ctv Balance 
Sheet) 

Total Portfolio Of which overdraft 
guarantee to the 
Bank of Italy  

Of which 
committed to 
customer REPOS 

Of which 
committed as 
Cautionary 
deposits 

Total gross 
marketable 
Haircut 

FVPL Portfolio 183,037,465 58,183,048 69,261,096 - 55,593,321 
AFS portfolio 197,825,814 46,307,234 76,014,096 23,145,312 52,359,172 
L&R Portfolio 127,983,745 25,842,914 65,516,781 -  
TOTAL 508,847,024 130,333,197 210,791,973 23,145,312 107,952,493 
      
 Total Net 

Marketable 
Total Counterbalancing Capacity 
Overdraft and Marketable Securities 

  

2/3 Short Hc 10% 64,771,496 222,092,816    
1/3 Long Hc 25% 26,988,123     
 
In this regard, liquidity mismatches for maturities of under three months are calculated by comparing the Net 
Financial Treasury Position, which as at 31 December was EUR -15.5 million with Liquidity Reserves 
(Counterbalancing capacity) as at 31 December, corresponding to EUR 223.2 million. The calculation of liquidity 
indicators includes the Expected Cash Flows generated by the Bank’s activities over the course of the following 
quarter. 
 
The monitoring is made by constructing indicators that aim to relate the Net Financial Treasury Position with 
liquidity reserves to determine any capacity/incapacity. The purpose of the measurement is to show the 
remaining percentage of reserves in terms of the main ways in which they are absorbed:  
 
• treasury liquidity, namely the absorption of liquidity generated by treasury activities, related only to liquidity 

reserves on demand. It is obtained as the ratio of the Bank’s Net Financial Position to Liquidity Reserves on 
Demand (Cash and eligible securities). Time horizon < 3 days. 

• market liquidity, namely the absorption of liquidity generated by treasury activities, related to liquidity 
reserves on demand and those that can be obtained by selling own securities on the market  (prudential 
haircuts are applied to all securities that can be traded on the market based on the type and therefore the 
average time to sell).  Time horizon 15-30 days. 

• operating liquidity, namely the absorption of liquidity generated by treasury activities including forecast cash 
flows of banking activities for a three month period, with relation to liquidity reserves (on demand and 
market). Time horizon 3 months. 

 
SHORT-TERM LIQUIDITY INDICATORS 
 
Trend of liquidity indicators 
 

Treasury liquidity  Market liquidity   Operating liquidity 
 
 

Apr-08    May-08    June-08    July-08    Aug-08    Sept-08    Oct-08    Nov-08    Dec-08 
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b. the monitoring of “structural liquidity” over a long time horizon.  
 
The purpose of quantifying imbalances in cash flows for maturities of over three months is to calibrate the 
funding policies pursued by means of regular bond deposits, issues of subordinate liabilities, the latter in line 
with the Bank’s equity requirements, as well as through potential alternative sources of funding, such as the 
securitisation of assets for REPO with ECB or the opening of secured bank credit lines. 
 
c. the evaluation of the results of “ordinary” risk assessment, in the light of stress tests able to capture the 

“extraordinary” risk component. 
 
In this regard, two scenarios have been established which envisage, respectively, economic recession and a fall 
in the level of confidence in BPS, in the light of which the Bank periodically evaluates the capacity of liquidity 
reserves. A Survival Analysis is also carried out, the aim of which is to establish how long the Bank would 
survive in extreme circumstances, such as the occurrence of the two scenarios described above at the same 
time. 
 
d. a process to manage a situation of liquidity crisis and the Contingency Funding Plan to be activated in this 

event.  
 
The market risk of the trading portfolio 
 
Market risk is monitored on a daily basis by the Planning-Management Control-Risk Management Department in 
order to manage the same, in terms of Value at Risk calculated using Cedacrinod’s parametric procedure based 
on a Prometeia Riskmetrics model, with a level of confidence of 95% and a time horizon of 10 days. 
 
Over the course of 2008, while Banca Popolare di Spoleto SpA’s trading portfolio for supervisory purposes4 
demonstrated limited volatility, it showed an upward trend of the same, particularly in the last quarter, due to 
increased market volatility: the VaR recorded as at 31 December 2008 was EUR 420 thousand (EUR 242 
thousand at 31 December 2007). 
 

VaR trend 2008 
 

Jan  Feb  Mar   Apr  May  Jun  Jul  Aug  Sep  Oct  Nov  Dec 
 

 
Internal Capital Adequacy Assessment Process (ICAAP) 
The “New Regulations for the Prudential Supervision of Banks” (Circular no. 263 dated 27/12/2006) are based 
on three pillars. The first introduces a capital requirement to cover risks traditionally related to banking activities 
(credit, counterparty, market and operating); the second requires banks to establish a strategy and a process to 
control current and future capital adequacy, assigning the Supervisory Authority the task of checking the 
reliability and coherence of results and to adopt, where necessary, any corrective measures; the third introduces 
portfolio obligations to inform the public as regards capital adequacy, risk exposure and the general 
characteristics of the relative management and control systems. 
 
In order to comply with the above-cited provisions of the second pillar, the Bank has launched the process to 
establish a “prudential control process system”. On 30 September 2008, the first informative note on ICAAP was 
submitted to the Bank of Italy in order to enable the Supervisory Authority to understand both the organisational 
aspect and the method adopted for the internal capital assessment process  and the self-assessment made by 
the Bank regarding the adequacy of said process. 
 
In the light of the considerations included in said document, the Bank has informed the Supervisory Authority 
that it considers its capital to be adequate to cover current and future internal capital, any requirements resulting 

                                                 
4 The portfolio monitored includes only assets held for trading; it therefore excludes derivates stipulated to hedge 
operations. 



REPORT ON OPERATIONS 

33 

from risks for which a qualitative assessment was conducted (residual risk, reputation risk and strategic risk) as 
well as the results of stress tests.  
 
 
REGULATORY CAPITAL AND PRUDENTIAL REQUIREMENTS 
 
As at 31 December 2008, the capital calculated for supervisory purposes was EUR 217,358 thousand. 
 
Compared to 31 December 2007, an increase in Tier 1 capital of EUR 1,069 thousand was recorded due to the 
capitalisation of part of the profit for the period, and in Tier 2 capital of EUR 9,539 thousand, attributable to the 
issue of new subordinate loans, issued to replace and supplement the shares amortised in the period. 
 
Regulatory Capital and solvency ratios 
 

31/12/08
 

31/12/07
 

Regulatory capital   
Tier1 capital 159,735 156,036 
Tier 2 capital 57,623 47,455 
Total capital 217,358 205,491 
   
Prudential requirements   
Credit risk 155,641 145,506 
Of which securitisations 8,332 8,512 
Market risk 2,847 5,353 
Operating risk 15,434  
Total prudential requirements 173,922 150,861
   
Risk-weighted assets 2,174,025 1,885,762
   
Tier 1 capital/risk-weighted assets 7.35% 8.38% 
Total capital/risk-weighted assets 10.00% 10.90% 
Surplus capital compared to minimum requirement 43,436 54,630
 
The minimum capital required by supervisory regulations to cover Pillar 1 risks (credit, market and operating)  is 
EUR 173,922 thousand (EUR 150,861 thousand as at 31 December 2007), based on the net value of risk-
weighted assets of EUR 2,174,025 thousand (EUR 1,885,762 thousand as at 31 December 2007); this results in 
surplus capital of EUR 43,436 thousand. 
 
The Tier 1 to risk-weighted assets ratio was 7.35% (against 8.36% as at 31 December 2007). 
 
The regulatory capital to risk-weighted assets ratio was 10.00% (against 10.90% as at 31 December 2007). 
 
Market risk (trading portfolio risk and exchange risk) was EUR 2,847 thousand, and represented 1.3% of 
regulatory capital. The decrease with respect to the figure as at 31 December 2007 of EUR 5,353 thousand 
(2.6% of regulatory capital) was mainly due to the transfer of securities described previously (see comment in 
paragraph above entitled “The income statement reclassified with operating criteria”). 
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THE “2008-2010 BANKING SYSTEM” PROJECT THE OPERATING STRUCTURE AND 
OTHER INFORMATION 
 
THE “2008-2010 BANKING SYSTEM” PROJECT 
 
The banking system has been impacted, for some time now, by radical changes resulting from important 
legislative innovations (primary legislation and regulations of control bodies), by significant transformations of the 
commercial features of the reference markets (increased competition – changes in the financial requirements of 
customers – reduction of unit margins and spreads), by the independent rise in operating costs as well as by 
worrying negative effects triggered by the sub-prime mortgages and liquidity crisis.  
 
The changing nature of the scenario has forced the banks to direct, with increased determination, any initiatives 
for change towards achieving ambitious and challenging objectives to raise levels of efficiency and productivity 
by: 
 
- increasing the number of products and innovative services offered; 
- developing adequate risk management and cost management policies; 
- by improving profitability and the level of customer satisfaction. 
 
The Bank has set up numerous projects aimed at exploiting any potential strategic lever available:  
 

 reengineering processes also by using outsourcing arrangements; 
 monitoring and rendering costs flexible; 
 augmenting the governance of operating and management risk; 
 focusing human resources on the core business, on “team” culture and on service quality. 

 
On the basis of the above and in line with the 2007-2010 Business Plan, in 2008, the Bank’s Board of Directors 
launched the “2008-2010 Banking System” project, which entails a general review of the company organisational 
model, based, inter alia, on the search for process and product innovation combined with the acceleration of 
generational change and job rotation. The organisational review was completed prior to the end of April 2008. 
 
At General Management level, the organisational review entailed the following main aspects:  
 

 developing the RISK MANAGEMENT function, envisaging a dedicated structure within the Planning – 
Management Control and Risk Management Department, with more specific tasks, and with the aim of 
devoting increasing attention to monitoring the overall risk situation, both in management terms and in line 
with the New Regulations of Prudential Supervision; 

 establishing a GENERAL AFFAIRS – LITIGATION AND COSTS MANAGEMENT DEPARTMENT to perform 
back office tasks not covered by the Corporate Bodies – Legal and Compliance Department or the 
purchasing and cost management area.; 

 combining commercial functions in a new COMMERCIAL DEPARTMENT, which will be responsible for 
functions previously assigned to the Retail and Corporate Departments, and for the development of the 
near-banking sector and for relations with Entities; 

 establishing a HUMAN RESOURCES MANAGEMENT AND DEVELOPMENT function within the HR 
Department, to concentrate on developing human resources; 

 establishing the COMPLIANCE service; 
 establishing the INVESTOR RELATIONS office; 
 establishing the BUSINESS FINANCE service within the Credit Department; 
 grouping activities regarding credit quality monitoring and control into the ANOMALOUS RISK 

MANAGEMENT AND CONTROL function within the Credit Department; 



REPORT ON OPERATIONS 

35 

 direct links between CREDIT CENTRES, CREDIT RISK MANAGEMENT CENTRES of the Network (see 
below) and the Credit Department; 

 Improving help-desk services providing to the Network by setting up a NETWORK SUPPORT function within 
the Organisation Department and S.S.; 

 relocating activities regarding Banking Transparency in a new TRANSPARENCY function; 
 continuing with outsourcing projects (Payment Systems – Finance – Foreign – Administration – Human 

Resources – IT Systems – Litigation – Logistics – Loans - Treasury). 
 
As regards the Sales Network, measures to reform the same have been taken, based on the growth trends 
outlined in the 2007-2010 Business Plan, both in terms of market share, and the opening of new branches in 
areas of potential interest, and on the need to rationalise territorial supervision by reviewing existing structures 
for the management of business development and risk.  
 
Improving skills in credit quality governance  and in customer relations, optimising risk management with returns 
on operations, aligning timing, criteria, procedures and the quality of managed risks, are  the primary objectives 
of the above measures, which have entailed grouping branches into 5 Coordinated Sales Areas. 
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THE OPERATING STRUCTURE 
 
The multichannel distribution model 
 
The Territorial Network 
 
Sales Areas 
 
As of 31 December 2008, the Bank had 100 branches, 2 Treasury Offices, 1 financial shop and 1 advisory desk, 
located in Umbria, Marche, Tuscany, Abruzzo, Lazio and Lombardy, territorially divided into five Sales Areas, 
known as North, Centre, South, Marche and Rome. 
 
Financial advisors 
 
In addition to its network of branches, BPS also has a network of financial advisors, to provide a professional 
and accurate service on financial instruments and personalised investment solutions. As at 31 December 2008, 
the network of financial advisors was made up of a group of 28 professionals, global deposits of whom 
amounted to around EUR 85 million. 
 
The Bank believes that the expansion of this network of advisors, suitably integrated with the branches and with 
all other professional staff, could contribute to considerably increasing business development capacity. 
Therefore, in 2008, in collaboration with MF-Milano Finanza, a course was organised to prepare staff for the 
examination to register with the financial advisors’ association, attended by around 120 young high school and 
university graduates from areas in which the Bank operates, and which led to the addition of 20 new advisors to 
the network in the first few months of 2009. 
 
Virtual Banking 
The BPS Virtual Banking channel provides "Phone Banking", "Remote Banking", "Trading on Line" and "E-
commerce" services. These services have been greatly appreciated by our customers as they allow a 
personalised relationship to be forged with BPS.  
 
"BPS On-Line" services mean that customers can access their own resources using different tools such as the 
Internet, telephone, fax and mobile phone.  
 
The number of customers using virtual banking services as at 31 December 2008 corresponded to 11,512 
connections. 
 
This channel is developed through the activation of advanced technological platforms that enable customers to 
enjoy a service on a par with those of the bank’s main competitors in the on-line trading sector, as well as 
through continuous attention to all product innovations regarding "Home Banking" and "Remote Banking". 
 
INNOVATION AND DEVELOPMENT 
In 2008, Banca Popolare di Spoleto SpA concentrated on expanding its regional network, on developing its 
footprint in neighbouring areas (see previous paragraph on the operating structure) and on seeking better sales 
effectiveness combined with increased organisational and management efficiency and a extended range of 
products and services.  
 
With regard to the latter, the innovations that have characterised the Bank over the past year are illustrated 
below. 
 
In terms of Customer Deposits, the issue of bonds to customers at particularly lucrative interest rates, with the 
aim of acquiring new customers and of converting administered securities in custody into customer deposits.  
 
In line with the annual bond issue programme, alongside ordinary fixed and floating rate bonds, also “zero 
coupon bonds” and “bonds with reinvestment of accumulated interest income in mutual investment funds”. 
 
In terms of Managed Savings, in a decidedly difficult scenario, initiatives have been focused in two areas: 
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1. the launch of the index-linked AXA MPS Financial Ltd “Agri One for All” policy; 
2. sales focus on AXA MPS Vita SpA policies, specifically branch I (“Bussola Speciale” and “Double 

Prestige”, revaluable single-premium policies for the family and private segments respectively) and 
branch V (“Diga” and “Propensione Top”, capitalisation policies for the corporate segment”; 

3. sales focus on asset management of “monetary” securities. 
 
With regard to Loans to Individuals, at least two initiatives deserve a mention: 
 

1. the photovoltaic loan, following an agreement between the Bank and the Electric Services Provider 
(GSE); 

2. PRS personal loans from “Consum.it”, a company that is part of the BMPS Group, addressed to 
customers in the Marche and Rome Sales Areas. 

 
With regard to Business Loans, important agreements have been signed with Trade Associations in Lazio, 
Abruzzo and Marche, to guarantee an efficient financial assistance service in branches that have recently been 
opened out of the Umbria region.  
 
As regards Banca Reale, three important products were launched:  

1. the “BpS in Tasca” card. This is a prepaid debit-cashpoint card; in addition to standard payment 
functions, customers may also have their salaries/pensions credited directly to the card; 

2. a new “ordinary” savings account called “retail”, aimed to meet the requirements of “family” segment 
customers, seeking reasonable returns on traditional forms of investment, such as a savings account; 

3. a new current account for “small business” customers, called “small business development package”, 
targeted to customers that are interested in cutting the cost of their current account transactions. 

 
PERSONNEL AND CUSTOMER BASE 
As at December 2008, the Bank had 692 employees (673 at 31 December 2007), comprising 10 executives, 90 
3rd and 4th level managers, and 592 remaining employees. 
 
As at 31 December 2007, Banca Monte dei Paschi S.p.A. also had 2 executives on secondments.  
 
The “Customer base”, namely the number of active registered customers, rose from 112,212 at 31 December 
2007, to 116,744 at 31 December 2008, corresponding to an increase of 4.04%, considerably higher than the 
average figure for the banking system. This figure is given by 12,405 new customers against 7,873 departing 
customers. 
 
Risk positions, including guarantors, rose from 66,062 as at 31 December 2007, to 67,457 at 31 December 2008 
(+2.1%). 
 
The number of ordinary current accounts rose from 90,090 as at 31 December 2007 to 97,384 as at 31 
December 2008, corresponding to an increase of 8.1% (15,409 new current accounts opened and 8,115 current 
accounts closed); the number of securities portfolios fell by 0.26% compared to 31 December 2007, dropping 
from 30,786 to 30,707. 
 
SHARE PERFORMANCE AND RATINGS 
 
Prices 
 
In 2008 the general index of the Italian Stock Market, Mibtel, closed the year with a fall of 48.03%, the S&P MIB 
index lost 48.84%, while the sector-related index for listed banks, MIBBANKH in Milan, dropped 57.01%. 
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Change over 12 months 2008 
 

BPS------------------------------------------------------------------------------------------- 
 
MibBanche-------------------------------------------------------------------------------------------------------------------------- 
 

S&P Mib-------------------------------------------------------------------------------------------------------- 
 

Mibtel------------------------------------------------------------------------------------------------------ 
 

-60%  -50%  -40%  -30%  -20%  -10%  0% 
 
BPS has been listed on the Official Italian Stock Market since 1996. In the thin stock Band 1 segment, it 
recorded an annual drop of 44.61%, performing better than Stock Market indices and closing 2008 at a price of 
EUR 5.085. During the year, the highest share price recorded by Banca Popolare di Spoleto SpA was EUR 9.2 
on 3 January 2008 and the lowest share price of EUR 4.74 was recorded on 22 December 2008.  
 
Statistical price overview 
 2008 2007 2006 2005 
Average 6.72 10.96 11.52 9.27 
Minimum 4.74 8.2 9.71 6.90 
Maximum 9.2 12.32 13.11 11.67 
 
 
Capitalisation 
 
Overview of reference prices and capitalisation 
 31/12/2008 31/12/2007 31/12/2006 31/12/2005
Price (EUR) 5.085 9.17 12.29 10.95 
No. ordinary shares 21,879,190 21,879,190 21,879,190 21,836,065 
Capitalisation (EUR millions) 111 201 269 239 
 
 
Share volumes 
In 2008, average daily trading volumes for BPS stock was 3,253 shares (5,189 shares in 2007), corresponding 
to around 872,471 shares traded over one year (approx. 1,349,140 shares traded in 2007). 
 
 
Figures per share and stock market indicators 
 
Overview of figures per share and stock market indicators

 2008 2007 2006 2005
Earnings per share 0.485 0.48 0.56 0.63 
Net worth per share 7.65 7.65 7.63 7.47 
Dividend per share 0.24 0.39 0.41 0.40 
Price/Earning (*) 13.90 22.66 20.39 14.68 
Price/Book Value(*) 0.66 1.43 1.51 1.24 
Dividend yield (**) 4.7% 4.3% 3.3% 3.7% 
(*) calculated on the weighted average of official prices recorded on the Stock Market in the reference year 
(**) on end-of-year price 
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Ratings 
On the date of the 2008 financial statements, the ratings assigned by Moodys to Banca Popolare di Spoleto, 
shown below, were unchanged against the previous year. 
 
 from to 
Long Term Deposits Baa1 A3 
Short Term Deposits P-2 P-1 
Short Term Deposits C- C- 
 
 
 
OWNERSHIP STRUCTURE 
With regard to the changes introduced by the reform of company law in terms of information regarding 
companies subject to supervision and control by other parties, the Bank does not belong to any banking group 
and is therefore not subject to said regulation.  
 
On 20 April 2007, the shareholders’ agreement drawn up by the two majority shareholders, Spoleto Credito e 
Servizi Soc. Coop. and Banca Monte dei Paschi di Siena Spa was renewed, as set forth in article 23 of the 
Bank’s articles of association, for a further three year term. This agreement, which establishes the basis of the 
relationship and the purpose of which is to improve the management of the Bank, envisages several restrictions 
to the transfer of securities, of pre-emption rights, the award of specific powers as regards management and 
control and the appointment of company bodies and personnel. 
 
As at 31 December 2008, the subscribed and paid-up share capital amounted to EUR 62,136,899.60 and was 
divided into 21,879,190 ordinary shares with a nominal value of EUR 2.84 each; the Bank has only issued 
ordinary shares, therefore there are no other categories of shares. 
 
On 22 December 2008, the Shareholders’ Meeting resolved on a divisible, paid capital increase for up to a 
maximum of EUR 44,000,000, including the share premium, through the issue of ordinary shares, reserved to 
employees for a quota of 10%, as set forth in article 5 of the Articles of Association. The entire transaction will be 
implemented by 30 June 2009. 
 
There are no share-based incentive schemes. 
 
There are no restrictions to share transfers. 
 
According to the shareholder’s register, as at 31 December 2008, the following shareholders hold in excess of 
2% of share capital: 

Spoleto Credito e Servizi Soc.Coop. 51.07% 

Monte dei Paschi di Siena Spa 25.93% 

Patacconi Leonardo: 2.46% 

Nicolini Rosetta: 2.46% 

Market  18.08% 
 
No shares were issued that confer special controlling rights; the shares held by employees are no different to 
other shares, and there are no restrictions on voting rights.  
 
In application of the regulations regarding the “supplementary supervision” of credit institutions and insurance 
companies, set forth in EC directive 2002/87, Banca Popolare di Spoleto has been identified by the Bank of Italy 
as a component of the “financial conglomerate”, led by Banca Monte dei Paschi di Siena, in accordance with the 
provisions of legislative decree no. 142 of 30 May 2005, by virtue of the stake of over 20% held by the same in 
the Bank’s capital. 



REPORT ON OPERATIONS 

40 

Supplementary supervision regulates relations between the different national and international supervisory 
authorities, the purpose of which is to safeguard the stability of the conglomerate as a whole and to prevent 
destabilising effects on the system resulting from difficulties of companies belonging to said conglomerate, using 
the Supervisory Authority, which acts as coordinator. 
 
The coordinator’s main tasks of supplementary supervision include, inter alia, assessing compliance with 
provisions regarding capital adequacy and risk concentration, assessing the conglomerate’s internal control 
structure, organisation and system, and coordinating supervisory activities, in collaboration with the competent 
authorities. 
 
 
 
CORPORATE GOVERNANCE 
 
On 29 June 2007, an extraordinary Shareholders’ Meeting of the Bank amended the Articles of Association in 
accordance with the provisions of Law 262 of 28 December 2005. 
 
In 2001, Banca Popolare di Spoleto SpA adopted the Code of Self-Discipline, revised, in December 2006, in the 
light of the outline published in March 2006 by Borsa Italiana Spa, and lastly, in March 2008, the Code was 
amended following changes to the Articles of Association made in June 2007. 
 
At a Board meeting held on 16 September 2008, the Board of Directors appointed a working group to analyse 
compliance with the “Supervisory provisions regarding the organisation and corporate governance of banks” 
issued by the Bank of Italy on 4 March 2008. 
 
Within the term envisaged by the regulation, the necessary amendments to the articles of association must be 
adopted which, together with specific detailed rules, will implement the provisions of the above-cited supervisory 
regulations. The Board of Directors has arranged for an extraordinary Shareholders’ Meeting to take place on 29 
June 2009. 
 
THE BANK’S CORPORATE BODIES 
 
The Bank’s corporate bodies are: 
 

▪ the Shareholders’ Meeting (art. 6 articles of association); 

▪ the Board of Directors (art.10 articles of association); 

▪ the Executive Committee (art. 15 articles of association), 

▪ the Chairman (art. 16 articles of association) 

▪ the Board of Statutory Auditors (art. 18 articles of association) 

▪ General Management (art. 17 articles of association) 
 
In accordance with supervisory regulations, the Bank has set up an internal control system and established an 
Internal Control Committee, which fulfil the various requirements of the Code. 
 
ORGANISATIONAL STRUCTURE 
 
The Bank has adopted a Corporate Governance model that established the roles and the specific activities of 
each corporate body: the Board of Directors, the Board of Statutory Auditors and Top Management, identifying 
their activities as regards decision-making, proposals, reporting and assessment. 
 
Single processes have been set up in this regard, as well as a system to periodically check the functioning of 
said processes. 
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SHAREHOLDERS’ MEETINGS 
Meetings may be ordinary or extraordinary and are convened within the Municipality of Spoleto. 
 
The ordinary shareholders’ meeting is convened at least once a year, it:  
▪ approves the financial statements 
▪ appoints board directors 
▪ appoints the Chairman of the Board of Statutory Auditors and the entire Board of Statutory Auditors 
▪ resolves on any other matter that the Board of Directors submits for its approval 
▪ establishes the remuneration of the Board of Directors, the Statutory Board of Auditors, the executive 

Committee and the Committee for Internal Control. 
 
The extraordinary Shareholders’ Meeting resolves on matters envisaged by law. 
 
Shareholders’ Meetings are chaired by the Chairman of the Board of Directors, who organises the same also in 
compliance with the Regulations of Shareholders’ Meetings adopted by a resolution of the Shareholders’ 
Meeting passed on 21 April 2001, available on the Bank’s website.  
 
Furthermore, Shareholders’ Meetings also represent an opportunity to provide shareholders with information 
about the company, in observance of regulations regarding price sensitive information. Board Directors seek to 
involve as many shareholders as possible in Shareholders’ Meetings and continue to pay particular and constant 
attention to minority shareholders, particularly to facilitate the exercise of prerogatives established to protect the 
same. 
 
The rights of shareholders, which may be exercised at Shareholders’ Meetings, are only those envisaged by 
legislative provisions in force at the time. 
 
BOARD OF DIRECTORS – RESPONSIBILITIES 
 
As regards the scope of responsibility of the Board of Directors, it should be noted that, inter alia, the Board is 
solely responsible for: 

• establishing strategic guidelines (art. 11, paragraph 2 Articles of Association); 

• giving authorisations to the Executive Committee, the General Manager, executives and employees 
(articles 11, last paragraph, and 12 Articles of Association); 

• checking, on a quarterly basis, activities performed by delegated parties by virtue of said delegations 
(art. 12, third paragraph of the articles of association); 

• establishing the remuneration of Board Directors that hold particular offices and play particular roles 
(art.14 of the Articles of Association, that refers to art. 2389, paragraph 2 of the civil code); 

• supervising the general performance of management, which is implicitly covered in the provisions of the 
articles of association as regards general management guidelines (set forth in art. 11, second paragraph 
of the Articles of Association); 

• assessing the adequacy of the organisational structure, which is implicitly covered in the provisions of 
the articles of association as regards the approval of the bank’s organisational structure (art.11, second 
paragraph of the articles of association). 

• The Board of Directors retains the Bank’s organisational, administrative and accounting structure to be 
adequate, on the basis of a report drawn up by General Management, which includes the favourable 
opinion of the Committee for Internal Control. 

Furthermore, the Board continually assesses performance of operations in general, by comparing the results 
achieved with those forecast.  
 
APPOINTMENT OF BOARD DIRECTORS 
Pursuant to art. 9, paragraph 2 of the Articles of Association, Board members are appointed on the basis of lists 
submitted by shareholders. 
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The same article 9 of the Articles of Association provides detailed instructions as to the election of the Board of 
Directors. In particular, said article established that shareholders, who alone, or with others, represent at least 
2.5% of shares have a right to submit lists and that said lists must be submitted at least 20 days prior to the 
shareholders’ meeting at the registered office, together with information on the personal and professional 
characteristics of candidates. If more than one list is submitted, at least one of the Board Directors will be the 
candidate indicated at the top of the list that has obtained the highest number of votes, after the first one. 
 
At present, there are shareholders’ agreements between Spoleto Credito e Servizi Soc. Coop. and Banca Monte 
dei Paschi di Siena Spa, which allows the first to designate 10 members (of which the Chairman and the Acting 
Deputy Chairman) and the second to designate 4 members (one of whom must be appointed Deputy Chairman). 
 
COMPOSITION OF THE BOARD OF DIRECTORS 
The Bank’s Board of Directors may be comprised of between eleven and fifteen members; pursuant to art. 9 of 
the Articles of Association, Board Directors are elected on the basis of lists submitted by shareholders. 
 
It is currently formed by 14 directors, all of which executive, according to the criteria of the Code of Conduct, who 
were elected by the Shareholders’ Meeting held on 27 April 2007 and who will remain in office until the approval 
of the 2009 financial statements. 
 
Board members must fulfil the requirements requested by legislation in force, in particular they must comply with 
the provisions set forth in Legislative Decree 385/1993 and in the Regulation of the Treasury, budget and 
economic planning ministry no. 161 dated 18/3/1998. 
 
The Bank’s articles of association do not envisage any restriction as to the maximum number of positions held in 
other companies as board director/statutory auditor in terms of incompatibility with the role of Board Director of 
the Bank. 
 
The Board of Directors appoints a Chairman and two Deputy Chairmen, one of which Acting, from among its 
members, as well as a Secretary.  
 
Position Members In office since executive non executive independent Number of other 

positions 

Chairman Antonini 
Giovannino 

27/04/2007 
  X NO 1 

Acting Deputy 
Chairman 

Bellingacci 
Marco 

27/04/2007 
  X NO 1 

Deputy 
Chairman 

Raggi 
Giorgio 

27/04/2007 
  X X 1 

Board Director Amoni 
Aldo 

27/04/2007 
  X X NO 

Board Director Arcelli 
Paolo 

27/04/2007 
  X X NO 

Board Director Bernardini 
Claudio 

27/04/2007 
  X NO 1 

Board Director Marco 
Carbonari 27/04/2007  X X NO 

Board Director Gabriele 
Chiocci 27/04/2007  X X NO 

Board Director Valentino 
Conti 27/04/2007  X X NO 

Board Director D’Atanasio 
Nazzareno 27/04/2007  X X NO 

Board Director Francesco 
Di Bello 27/04/2007  X NO 1 

Board Director Fagotti 
Mario 27/04/2007  X X 1 

Board Director Logi 
Michele 27/04/2007  X X NO 

Board Director Claudio 
Umbrico 27/04/2007  X X NO 
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Of the above, the following are also Directors of other companies listed on regulated markets, of financial, 
banking, insurance or other large companies: 
 
- Antonini Giovannino and Marco Bellingacci, who are Directors of Spoleto Credito e Servizi Società 
Cooperativa, a financial company that has a majority shareholding in Banca Popolare di Spoleto Spa; 
 
- Giorgio Raggi, who is the Chairman of the Supervisory Committee of Coop. Centro Italia; 
 
- Mario Fagotti, Board member of Gepafin spa; 
 
- Francesco Di Bello, Board member of MPS Immobiliare spa; 
 
- Claudio Bernardini, Board member of Coop. Tirreno; 
 
Non-independent directors are Giovannino Antonini and Marco Bellingacci, Directors of Spoleto Credito e Servizi 
Società Cooperativa; Board members Francesco Di Bello and Claudio Bernardini, who were Executives of 
Banca Monte dei Paschi di Siena Spa in the previous quarter. 
 
The Board of Directors evaluated, following the appointment made at the shareholders’ meeting and on 
examination of the requirements of Directors, maintaining the requirements of independence, with the approval 
of the Board of Statutory Auditors.  
 
BOARD OF DIRECTORS’ MEETINGS 
Over the course of 2008, the Board of Directors met 18 times, with the attendance of almost all Board members; 
in 2009, substantially the same number of Board meetings is envisaged. 
 
Board members are informed on the topics that will be discussed at each Board meeting, as early as possible, 
and, in any event, at least two working days before the meeting, as envisaged by art. 10, paragraph 4 of the 
Articles of Association and, if not provided for in the Articles of Association, to enable the same to acquire more 
information on the items on the agenda, they are sent documentation regarding the meeting;  this procedure 
ensures that the same are sufficiently informed and enables them to properly and independently express their 
opinions. 
 
PROXIES 
 
The Board of Directors has delegated, pursuant to articles 11 and 12 of the Articles of Association, operating 
powers to the Executive Committee and regarding credit and expenses, also to the General Manager, the Acting 
Deputy General Manager and other executives. 
 
The Chairman (and in his absence or impediment, the Acting Deputy Chairman) is authorised, in agreement with 
the Deputy Chairman and on the proposal of the General Manager, in the event or need or an emergency, to 
take decisions regarding any business deal or transaction that falls within the scope of responsibility of the Board 
of Directors or the Executive Committee, with the exception of those that are the exclusive responsibility of the 
Board. 
 
All decisions taken by delegated bodies are usually brought to the attention of the Board of Directors at the 
following Board of Directors’ meeting; in any event, the Articles of Association establish an obligation to report on 
activities performed to the Board of Directors and Board of Statutory Auditors at least every ninety days (art. 12, 
last paragraph). 
 
Since November 2007, the Chairman has been appointed the Party authorised by the Board of Directors, 
together with the Executive in charge, responsible for the preparation of corporate accounting documents. 
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EXECUTIVE COMMITTEE 
 
Pursuant to art. 11, paragraph 3 of the Articles of Association, the Board of Directors has delegated its own 
assignments to an Executive Committee (art.15 of the Articles of Association), comprising 6 members, belonging 
to the Board of Directors, (of which the Chairman and the Deputy Chairmen). 
 
During the course of 2008, the Executive Committee met 15 times. 
 
The Committee exercises the powers and the assignments that have been delegated by the Board of Directors. 
 
In the past, the tasks assigned to the Executive Committee regarded essentially the credit, expenditure and 
finance areas, later extended to include loans and expenses. 
 
In July 2006, the Board of Directors resolved to award the Executive Committee, without prejudice to the 
contents of art. 11 of the Articles of Association, further powers regarding equity investments, branches and 
litigation. 
 
In the event of an emergency, the Executive Committee may take decisions that are usually the responsibility of 
the Board of Directors, with the exception of those that are the sole responsibility of the Board, reporting to the 
latter at the following meeting. 
 
The composition of the current Executive Committee is as follows: 
 
 
Position 
 

Member In office since 

Chairman Antonini Giovannino 27/04/2007 
Acting Deputy Chairman Bellingacci Marco 27/04/2007 
Deputy Chairman Raggi Giorgio 27/04/2007 
Committee member Amoni Aldo 27/04/2007 
Committee member D’Atanasio Nazzareno 27/04/2007 
Committee member Logi Michele 27/04/2007 
 
THE CHAIRMAN 
 
Pursuant to art. 16 of the Articles of Association, the Chairman legally represents the company, including before 
the courts and, in his absence or impediment, is substituted by the Acting Deputy Chairman. In the absence or 
impediment of the latter, the same is substituted by the Deputy Chairman.  
 
He convenes and chairs the Shareholders’ Meeting, as well as the Board of Directors and the Executive 
Committee. 
 
The Chairman is not awarded any specific powers; however, he, or in his absence, the Acting Deputy Chairman, 
pursuant to art. 16, no. 3 of the Articles of Association, in the interests of the company and on the proposal of the 
General Manager, who demonstrates grounds of absolute and immediate urgency, and in any event with the 
approval of at least one Deputy Chairman, may take any action, if the Board or Executive Committee are unable 
to do so in sufficient time, with the exception of those that are the sole responsibility of the Board of Directors, 
informing the competent body of said action at the next meeting of the same.  
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THE GENERAL MANAGER 
 
Pursuant to art. 17 of the Articles of Association, the General Manager is the head of the executive, oversees the 
business organisation, has operating responsibility for the branches and is the head of personnel.  
 
The General Manager is in charge of implementing the resolutions passed by the management bodies and of 
managing current business, and reports to the Board of Directors. 
 
The Board of Directors may appoint one or more Deputy General Managers, establishing their powers and tasks, 
also acting deputy general managers. 
 
THE BOARD OF STATUTORY AUDITORS 
 
Pursuant to art. 18 of the Articles of Association, the Board of Statutory Auditors is comprised of three Standing 
Auditors and two Alternate Auditors, which remain in office for three fiscal years, until the date of the 
Shareholders’ meeting convened to approve the financial statements for the third fiscal year of office.  
 
At the Shareholders’ meeting held on 27 April 2007, the entire Board of Statutory Auditors was appointed and its 
Chairman, who will remain in office until the approval of the 2009 financial statements. 
 

BONELLI FRANCESCO – Chairman of the Board of Statutory Auditors 

ROBERTO ROSSI – Standing Auditor 

MICHELE FESANI – Standing Auditor 

The following were appointed Alternate Auditors: 

GIOVANNI BURINI and PIERGIORGIO CASTELLANI 
 
Following their appointment, the Board of Directors checked fulfilment of the requirements of independence of 
the Board of Statutory Auditors; the entire Board of Statutory Auditors was present at said assessment, and 
signed the appropriate statements confirming the non-existence of obstructive situations. 
 
The same art. 18 of the Articles of Association provides details on the manner in which the Board of Statutory 
Auditors should be elected. In particular, the article establishes that shareholders who alone or with other 
represent at least 2.5% of shares may submit lists, and that the curriculum vitae of each candidate Auditor must 
be deposited at least 20 days before the shareholders’ meeting at the registered office, attached to the lists 
submitted by shareholders. The Standing Auditor appointed from the minority list is currently Michele Fesani. 
 
By virtue of shareholders agreements, Banca Monte dei Paschi di Siena Spa is authorised to appoint 1 member 
of the Board of Statutory Auditors.  
 
COMMITTEES WITHIN THE BOARD OF DIRECTORS 
 
Given the current distribution of shares, the particular transparency of the procedure established by the articles 
of association for the appointment of Board Members and the presence of a large number of independent board 
members, as well as the absence of large shareholdings, the Bank did not retain it necessary to establish an 
Appointments Committee from within its ranks. 
 
On the other hand, as the Bank places considerable attention on the working and adequacy of the entire system 
of internal control, it has, to this end, established an Internal Control Committee. 
 
INTERNAL CONTROL COMMITTEE 
In order to complete the Corporate Governance structure and in compliance with supervisory regulations, the 
Bank has already set in place an internal control system and an internal control committee, which appear to work 
well in the current organisational structure, fulfilling the various requirements of the Code.  
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Firstly, an Internal Control Manager was appointed, hierarchically independent from the managers of other 
operating areas. The Internal Control Manager has control, verification (including of documents) and auditing 
responsibilities, reports hierarchically to the General Manager, but also reports to the Board of Directors, the 
Board of Statutory Auditors and the Internal Control Committee. 
 
An Internal Control Committee has also been established, comprising three members, two of which are 
independent, Michele Logi, Marco Carbonari and Claudio Bernardini; the Chairman of the Board of Statutory 
Auditors or a person delegated by the same and the General Manager, or a person delegated by the same, 
usually attend Committee meetings.  
 
The main duty of the Committee is to assist the Board of Directors in decisions to guarantee that company 
objectives will be reached, also by means of an adequate and effective internal control system, which is 
periodically assessed with regard to its adequacy, effectiveness and efficiency.  
 
The Internal Control Committee checks that the conduct of the company complies with laws, regulations and 
internal directives and procedures, as well as the completeness, timeliness and reliability of accounting and 
management information, and in order to safeguard the integrity of company equity, verifies that adequate 
controls are in place as regards the various risks.  
 
The Committee has drawn up a new regulation to better fulfil its responsibilities as dictated by current legislation 
and reports in full on its activities to the Board of Directors.  
 
The Internal Control Committee is also responsible for supervising the complex organisational model 231/2001. 
 
During the course of 2008, the Internal Control Committee met 13 times, and promptly reported to the Board of 
Directors as to the main topics covered. 
 
As a result of the work of the Internal Control Committee, over time, the Board of Directors has approved 
regulations regarding the credit and financial process as well as model “231/2001”, in its entirety. 
 
In 2007, Sandro Martinelli, the Bank’s Deputy General Manager was appointed Executive in charge of preparing 
company accounting documents; following his retirement on 31 December 2008, Paola Piermarini, an Executive 
of the Bank, was appointed Executive in charge of preparing company accounting documents. 
 
Furthermore, on 9 June 2008, Camillo Latto was appointed Head of the Control Function, under art. 12 of the 
joint regulation of the Bank of Italy and Consob, who replaced the previous manager, who retired, as well as 
Head of the Internal Audit Department.  
 
At present a specific person in charge of Risk Management Control has not been appointed, as, also on the 
basis of the principle of regulatory proportionality, the Bank’s current organisational structure, meaning the set of 
rules, procedures and dedicated offices, guarantees the supervision of company risks.  
 
INDEPENDENT AUDIT COMPANY 
 
By a resolution of the ordinary shareholders’ meeting on 21 April 2008, KPMG Spa were appointed as the 
Bank’s auditors, for the nine year period 2008 – 2016, establishing the remuneration of the same. 
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COMPLIANCE 
 
At the end of 2007, the “Compliance Function” was established and the relative regulations were approved. 
 
The specific task of this function is to check that internal procedures are coherent with the objective of avoiding 
the infringement of external regulation (Laws and Regulations) and self-regulation applicable to the Bank. 
 
As of 1 April 2009, the responsibility for the above function will be assigned to Sandro Ascani, who replaces 
Alessandro Cardarelli. 
 
HANDLING OF CONFIDENTIAL INFORMATION  
 
With a resolution passed on 10 May 2003, the Board of Directors ruled that all price sensitive information should 
be issued following authorisation by the Board of Directors is said information regards matters that may arise 
during standard business activities and that can be foreseen in advance, while the Chairman may authorise that 
which regards matters that arise unexpectedly.  
 
MARKET ABUSE REGULATION 
 
With regard to legislation on Market Abuse – regarding market manipulation and the abuse of privileged 
information – the main innovations regard the obligations of authorised parties to detect and inform Consob of 
any suspect transactions, and for listed issuers and related parties, to establish and manager a register of 
people who, on the basis of their job or profession or the tasks performed, have access to privileged information.  
 
In compliance with said legislation, on 20 April 2006, the Board of Directors resolved to establish the register 
envisaged by current legislation, comprising a static section, which regards the BPS stock and regarding people 
who, on the basis of their job or profession or of the tasks performed on behalf of the party obliged to keep the 
register, have regular access to privileged information, and a dynamic section which can regard all listed 
securities, therefore including BPS stock, and covering people who, in performing their jobs, occasionally 
become aware of privileged information. 
 
The Board of Directors passed a resolution on 16 July 2007 approving the Regulation of the Market Abuse 
process.  
 
Over time, both sections of the register have been updated, making amendments following changes regarding 
parties retained relevant for the purposes of the Market Abuse regulation. An IT procedure has been developed 
to support this activity, which replaces the current hard copy registers and which automatically highlights any 
potentially suspect transactions, and an internal procedure has been implemented to handle said type of 
transaction.  
 
INTERNAL DEALING REGULATION 
 
On 6 April 2006, the Board of Directors replaced the regulations on internal dealing, adopted by resolution 
passed on 23 December 2002, with increased transparency for transactions of particular importance performed 
by “Relevant Parties” in the bank’s organisation. 
 
In particular: 
 
- “relevant parties” are: the members of the Board of Directors, the standing and alternate members of the 

Board of Statutory Auditors, the General Manager and the Deputy General Managers, all Department 
heads, anyone who holds a stake corresponding to at least 10% of the capital of the listed issuer, 
represented by shares with voting rights, as well as any other party that controls the listed issuer; 

 
- “relevant parties” must disclose the following types of transactions: the purchase, sale, subscription or 

exchange of shares issued by Banca Popolare di Spoleto Spa or of financial instruments associated to said 
shares, performed personally by the parties or by persons closely linked to the same. 
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The following transactions do not have to be disclosed: 
 
- Transactions whose total amount does not reach EUR 5,000.00 within the calendar year; for associated 

financial instruments, the amount is calculated on the basis of the underlying shares; 
 
- Transactions performed between the relevant party and the persons closely linked to the same; 
 
- Transactions performed by Banca Popolare di Spoleto Spa and by subsidiaries of the same. 
 
In any event, in 2008, no Board Member of General Management figure performed transactions that fall into the 
above category. 
 
RELATIONS WITH INSTITUTIONAL INVESTORS 
 
Within Banca Popolare di Spoleto, the Chairman’s office is responsible, although not yet formally, for maintaining 
relations with Shareholders and Investors; the entire Board of Directors assists the Chairman’s office in this 
regard. Any other requirements of shareholders are handled by the Corporate Bodies, Legal and Compliance 
Department. 
 
In March 2008, an “INVESTOR RELATIONS” office was established, which reports to the General Manager, and 
which handles relations with investors. 
 
The head of the above office is Roberto Tantillo who, inter alia, also oversees financial communication activities 
and maintains relations with the Rating companies. 
 
The above office handles relations with the press and information media; it entertains relations and organises 
meetings with analysts and institutional investors, continuously reporting to Top Management on any comments 
received from the same. 
 
TRANSACTIONS WITH RELATED PARTIES 
 
On 27 November 2006, the Board of Directors adopted detailed regulations to discipline transactions that the 
same is responsible for, namely on which the Board must be informed if performed by delegated bodies. Said 
transactions are as follows: 
 
- Those defined as “important”, which by reason of their subject, amount, procedure or time required for their 

performance may have an impact on the stability of company capital or on the completeness or correctness 
of information, including accounting information, regarding Banca Popolare di Spoleto and which, therefore, 
must compulsorily be disclosed to the market, in accordance with the terms and procedures envisaged by 
current legislation; 

 
- those defined as “important”, as they vest economic, capital or financial importance and which have atypical 

and/or unusual characteristics, insofar as they are not covered by standard business operations; or are 
performed substantially at conditions that do not comply with those usually applied by Banca Popolare di 
Spoleto SpA vis-à-vis customers and employees; or they entail critical factors with relation to other aspects 
of the transactions; or transactions with related parties regarding “problem”, “non-performing”, “under 
restructuring” or “restructured” loans. 

 
All existing compulsory relationships with the Board members, Statutory Auditors, General Manager and Deputy 
General Manager and with accounts associated to the same, have been set up in accordance with the 
Consolidated Law on Banking. 
 
The Board of Directors pays careful attention to managing transactions with related parties, which in any event, 
again in 2008, have not vested any economic significance. 
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With regard to transactions with companies belonging to the Spoleto Credito e Servizi Società Cooperativa and 
Banca Monte dei Paschi di Siena Groups, and with investee companies (other than Group Companies), please 
consult the specific tables shown in the explanatory notes. 
 
The above-cited transactions with Group companies and with investee companies are regulated at market 
conditions.  
 
It should also be noted that as regards the Board Directors, Statutory Auditors and General Management, 
transactions associated with the same (pursuant to art. 136 of the Consolidated Law on Banking and IAS 24), as 
at 31 December 2008, regard loan agreements totalling EUR 68.2 million (EUR 33 million of which has been 
utilised), deposit accounts - direct customer deposits, totalling EUR 150.4 million and deposit accounts - indirect 
customer deposits, totalling EUR 128.4 million, also regulated at market conditions.  
 
Lastly, the Bank has not set up any atypical or unusual transactions with respect to standard credit brokerage 
activities. 
 
PURCHASE OF OWN SHARES 
 
At the meeting held on 21 April 2008, the Shareholders’ Meeting authorised the purchase of a maximum of 
110,000 own shares (corresponding to around 0.50% of total shares in circulations) on regulated markets, as 
well as the sale of all or part of the own shares purchased, even before having completed the purchases, in one 
or more tranches, establishing price ceilings. 
 
The aim of this transaction, which fulfils the need to further increase the esteem of the Bank’s investors, is 
substantially to improve the liquidity of the share on the market, by encouraging standard trading and reinforcing 
the stability of the listing in the most delicate stages of negotiations exclusively on the market managed by Borsa 
Italiana spa; obviously in full compliance with the applicable legal and regulatory provisions and in particular 
according to operating procedures established in the rules of organisation and management of the same market, 
adopting the procedures envisaged in art. 144-bis, paragraph 1, point b) of the Issuers’ Regulations no. 
11971/99. 
 
As at 31 December 2008, the Bank did not hold any shares of Spoleto Credito e Servizi Società Cooperativa, 
while it did hold no. 530,000 shares of Banca Monte dei Paschi di Siena S.p.A. and no. 36,442 own shares 
(corresponding to 2.42% of capital), purchased under the above-cited plan. 
 
REMUNERATION OF CORPORATE BODIES 
 
The Bank does not have a “Remuneration Committee”, which, incidentally, in the current organisation, would 
only have the power to make proposals, as the decision-making power rests in the hands of the Shareholders’ 
Meeting and the Board of Directors exclusively for Board members with specific statutory offices (Chairman, 
Acting Deputy Chairman, Deputy Chairman, Secretary of the Board of Directors and of the Executive 
Committee). The remuneration mechanisms in place are in any event consistent with prudent risk management 
and with the Bank’s medium-long term strategies. 
 
In fact, when establishing the remuneration of the members of the Board of Directors, we considered the 
amounts paid to representatives of Banks of a similar size and with similar characteristics to that of Banca 
Popolare di Spoleto, positioning ourselves in the medium-low range; the amounts paid to Board Directors are not 
related in any way to the achievement of economic results. 
 
Similarly, when calculating the fixed component of the salary of the General Manager, we considered the 
salaries paid to similar figures in banks of a similar size and with similar characteristics to that of Banca Popolare 
di Spoleto, again, in this case, positioning ourselves in the medium-low range. The variable component of the 
General Manager’s salary, linked to the achievement of set economic results, may be up to 50%, but usually 
does not exceed 30% of the total salary. 
 
With regard to the other Bank executives and to all employees, salaries and wages refer to the industry C.C.N.L. 
(Collective National Labour Contract). 
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There is no remuneration plan in the form of stock options for Board Directors, the General Manager or any other 
Bank employee.  
 
For further information, please refer to section H.  
 
LAW 231 
 
With reference to the application of Law 231, we hereby specify that the aim of “model 231” is: 
 
- to guarantee the correctness of conduct, of the Bank itself and of the people that represent it, in full 

compliance with legal and regulatory provisions; 
 
- to strengthen control, monitoring and sanction mechanisms to prevent offences being committed; 
 
- to reconfirm policies set out as regards compliance, ethics, transparency, correctness and prohibition, and 

pursued by the Bank, and previously illustrated in the “Code of conduct for the banking and financial 
sector"; 

 
- to render all those that are part of the organisation, whether governing or executive, aware that any illicit 

behaviour may lead to penal and administrative sanctions for individuals and for the company as a whole. 
 
In order to adopt the ORGANISATIONAL MODEL, in accordance with Legislative Decree 231/2001, the 
“231/2001 Regulation Model” was drawn up, which represents the full document containing the principles and 
the reference laws and regulations for the prevention of offences pursuant to the cited Legislative Decree. 
 
It should be noted that “Organisational Model 231” was resolved upon by the Board of Directors, attended by all 
members, in July 2007, and then implemented following further legislative amendments. 
 
The Internal Control Committee oversees the application of “Organisational Model 231”.  
 
MIFID 
 
In 2007, the Bank implemented the provisions of the European Directive, MIFID and of the joint regulations of 
the Bank of Italy and Consob dated 30 October 2007 pursuant to art. 6, paragraph 2-bis of the Consolidated Law 
on Finance and Consob Regulations 16190 (Broker-traders) and 16191 (Markets) and subsequent notifications. 
 
Implemented as of 1 November 2007, MIFID is a package of rules and rules of conduct aimed to ensure a level 
of harmonisation as regards Markets and Broker-traders, needed to be able to offer investors a high level of 
protection and to permit Banks to provide services throughout the community, within the single market 
framework. The activities set up by the Bank in this regard are summarised below. 
 
Customer classification 
The Bank has reclassified all of its customers according to ‘Mifid compliant’ categories: retail customers, 
professional customers and qualified counterparties. 
 
In line with legislative provisions, almost all of the Bank’s customers have undergone “adequacy” testing (based 
on knowledge, experience, risk tolerance, investment objectives and financial situation) and “appropriateness” 
testing (based only on knowledge and experience) and have been re-profiled according to the provision. Since 
30 June 2008, the Bank cannot perform any transaction for customers without a risk profile. 
 
Pre-contractual information 
Pursuant to art. 29 and following of the Regulation for Broker-traders approved by Consob resolution 16190 
dated 29 October 2007, the Bank has issued a document containing “information on the Bank, on protecting 
financial instruments and sums of money of customers, on financial instruments and on costs and “charges”, to 
be given to customers as soon as possible. 
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Contracts 
All contracts have been brought in line with the regulation, submitted for the approval of the Board of Directors 
and implemented. 
 
Execution and Transmission Policy 
The Bank has drawn up a new document entitled “order execution and transmission policy”, which details the 
procedures for executing and transmitting orders received from customers (order collection), of which the 
customer must be informed and which must be expressly authorised before the transaction takes place; this 
document illustrates in detail trading venues, procedures for market access, procedures for order execution, 
price formation etc. 
 
Policy on Conflicts of Interest 
When the Bank provides any service or performs any investment activity, it adopts all reasonable measures to 
identify and handle conflicts of interest that may arise with customers. To this end, the Bank has drawn up a 
“Policy on Conflicts of Interest” which, as well as indicating several potential conflicts of interest that may 
seriously harm the interests of customers, also illustrates the procedures and the measures adopted to handle 
said conflicts. In the event that the organisational or administrative provisions adopted are insufficient to ensure, 
with reasonably certainty, that the risk of harming the interests of customers is avoided, the latter will be clearly 
informed as to the general nature and/or the source of the conflict of interest, before acting on their behalf. 
 
Inducements 
The Bank does not receive any fees or commission with relation to the investment services it provides to 
customers, except in the cases envisaged by the regulation; in this case, the customer is informed of the same 
through a document entitled “information regarding inducements received by the Bank”.  
 
SECURITY POLICY DOCUMENT 
 
As provided for by Legislative Decree 196/2003, in 2008, the Security Policy Document was approved, which 
contains information regarding: 
 
▪ a list of processing procedures for personal data (chap.1); 
▪ the assignment of tasks and responsibilities (chap.2); 
▪ an analysis of the risks related to said data (chap. 3); 
▪ the security measures to adopt (chap. 4); 
▪ recovery of data availability (chap.5); 
▪ training (chap. 6) 
▪ security of outsourced processing (chap. 7); 
▪ checking security measures (chap. 8); 
▪ improvement plan (chap. 9) 
▪ list of appendices (chap.10). 
 
The Security Policy Document is an internal Bank document that illustrates, inter alia, the security measures 
adopted. It may be inspected by the competent Authorities and may be used by the Data Owner vis-à-vis third 
parties, where requested, to demonstrate the completeness of the security measures adopted. 
 
LAW 262/2005 – REGULATION OF THE “ADMINISTRATIVE AND FINANCIAL GOVERNANCE MODEL” 
 
As of 2007, following the reform regarding administrative and financial governance, implemented by Law 
262/2005 and subsequent amendments for listed companies, specific declarations by the Executive in charge of 
the preparation of company accounting documents and the Delegated Management Body (art. 154-bis of the 
Consolidated Law on Finance) are now included in the financial statements and in correspondence regarding 
accounting information disclosed to the market. 
 
On 11 February 2008, the Bank approved an Internal Administrative and Financial Governance Model, valid for 
the purposes of preparing the declarations required by the Consolidated Law on Finance (amended by the cited 
Law 262/2005), the purpose of which is to confirm the adequacy and the effective application of administrative-
accounting procedures used to draw up the financial statements and for financial information, the 
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correspondence of said financial statements to accounting books and registers and its suitability to provide a 
truthful and correct picture of the issuer’s equity and economic-financial situation. 
 
This model was updated through a further resolution passed by the Board of Directors on 4 March 2009. 
 
 
SIGNIFICANT EVENTS AFTER THE DATE OF THE FINANCIAL STATEMENTS 

There are no significant events that occurred after the end of the fiscal year in question to report. 
 
 
BUSINESS OUTLOOK 

The drastic deterioration of the macroeconomic scenario over the course of 2008, the great volatility of the 
financial markets, for which turbulence is expected to continue on into 2009, the expected repercussions of said 
uncertainty on the real economy make it necessary to revise the assumptions underlying strategic planning, in 
terms of system variables, particularly interest rates, volumes of managed savings and the cost of credit, in order 
to prepare the Operating Budget for 2009 and in order to update the 2007-2010 Business Plan, following the 
capital increase underway: 
 
The following points already included in the 2007-2010 Business Plan are however confirmed: 
 
- increase in volumes of deposits and loans with growth rates higher than those of the banking system, 

leading to an increase in market share of the Umbria Region; this objective will be achieved by pursuing a 
strategy to render the organisation more efficient and to acquire new funds that in the medium term will be 
able to boost income; 

 
- the opening of 4 new branches and the extension of the financial advisors network; 
 
- the increase of the customer by 10,000 units; 
 
- the reorganisation of indirect customer savings, encouraging the managed component; 
 
- development of synergies with the Monte dei Paschi Group. 
 
As regards the above-described scenario, the following priorities have been set:  
 
- “Adequate policy of conditions” 
 
- “Credit Quality” to maintain and improve in a climate of deterioration 
 
- “Increase of Banca Reale” business through the acquisition of new customers, maintaining the loyalty of 

existing customers and reduction of the number of customers closing accounts. 
 
 

************ 
 
In particular, as regards business continuity, on the basis of Document no. 2 dated 6 February 2009, issued 
jointly by the Bank of Italy, Consob and Isvap regarding “information to be provided in the financial report on 
business continuity, financial risks, impairment testing of assets and uncertainties in the use of estimates”, the 
Bank has closely assessed uncertainties for the foreseeable future and hereby states that the estimates and 
forecasts made regarding the main income statement and balance sheet items, taking into account possible 
changes in economic and market conditions, demonstrate that there are no doubts regarding the business 
continuity of the Bank. 
 
Although the uncertainties triggered by the current economic climate have had a significant impact on the 2008 
financial statements, they do not lead to any doubts as regards business continuity.  
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PROPOSAL TO THE SHAREHOLDERS’ MEETING FOR THE DISTRIBUTION OF 
PROFITS. 
 
Shareholders, 
 
We invite you to approve the Report on Operations, the Balance Sheet, the Income Statement and the 
Explanatory Notes, as submitted by the Board of Directors, as a whole, and individually, and to allocate the profit 
for fiscal year 2008 as follows: 
 
Profit for the year EUR   10,620.817.44 
 
 
- To the Ordinary Reserves  EUR       531,040.86 
 
- To the Extraordinary Reserves  EUR    4,520,146.47 
 
- To the Reserves for Charity EUR       318,624.51 
 
 

▪ to the 21,879,190 ordinary 
shares (nominal value 
62,136,899.60; unit value 2.84) 
EUR 0.24 per share 

 EUR    5,251,005.60 
 
 
In the calculation of the dividend to be assigned to shareholders, which is lower than last year, we took into 
account the recommendations of the Governor of the Bank of Italy regarding the careful assessment of the 
economic situation and consequently a cautious dividend and capital reinforcement policy. We also took into 
account the effects of the transfer of securities to credit and available-for-sale assets portfolios made during the 
year (see above).  
 
 
 
Spoleto, 4 March 2009 
 
 

 
THE BOARD OF DIRECTORS
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BALANCE SHEET 
 

(in EUR) 
Assets 31/12/2008 31/12/2007 % change

10 Cash and cash equivalents 24,020,819 24,386,951 -1.5%

20 Financial assets held for trading 186,560,693 401,253,592 -53.5%

40 Available-for-sale financial assets 201,893,742 36,661,221 450.7%

60 Due from banks 107,612,829 52,893,003 103.5%

70 Due from customers 2,087,171,119 1,891,421,824 10.3%

80 Hedging derivatives 9,851,716 7,821,581 26.0%

110 Tangible assets 39,970,450 36,363,769 9.9%

120 Intangible assets 161,327 109,375 47.5%
 of which: goodwill - - ---

130 Tax assets 21,766,670 17,124,295 27.1%

 a) current 11,657,197 10,573,280 10.3%
 b) prepaid 10,109,473 6,551,015 54.3%

150 Other assets 63,079,547 71,998,821 -12.4%

Total assets 2,742,088,912 2,540,034,432 8.0%
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(in EUR) 
Liabilities and shareholders’ equity 31/12/2008 31/12/2007 % change

10 Due to banks 36,219,395 107,305,644 -66.2%

20 Due to customers 1,517,606,956 1,294,644,144 17.2%

30 Outstanding securities 907,578,322 848,100,597 7.0%

40 Financial trading liabilities 1,954,841 3,188,702 -38.7%

60 Hedging derivatives 17,995,340 7,936,383 126.7%

80 Tax liabilities 12,499,218 11,076,884 12.8%
 a) current 11,857,073 10,360,293 14.4%
 b) deferred 642,145 716,591 -10.4%

100 Other liabilities 63,396,661 81,264,209 -22.0%

110 Staff termination indemnity (TFR) 11,955,043 12,823,193 -6.8%

120 Provision for risks and charges 5,559,005 6,217,370  -10.6%
 a) pensions and similar obligations - - ---
 b) other funds 5,559,005 6.217.370 -10.6%

130 Valuation reserves (3,170,087) (1,256,156) 152.4%

160 Reserves 30,024,161 28,081,607 6.9%

170 Share premium reserve 67,934,517 67,934,517 0.0%

180 Share capital 62,136,900 62,136,900 0.0%

190 Own shares (-) (222,177) (-) ---

200 Profit (Loss) for the year (+/-) 10,620,817 10,580,438 0.4%

Total liabilities and shareholders’ equity 2,742,088,912 2,540,034,432 8.0%
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INCOME STATEMENT 
  (in EUR) 

Income statement 2008 2007 % change 
10 Interest income and similar income 163,872,277 136,009,557 20.5% 
20 Interest expense and similar charges (82,955,811) (61,008,747) 36.0% 
30 Interest margin 80,916,466 75,000,810 7.9% 
40 Commission income 31,631,180 31,882,901 -0.8% 
50 Commission expense (2,292,081) (2,466,313) -7.1% 
60 Net commission 29,339,099 29,416,588 -0.3% 
70 Dividends and similar income 84,609 65,852 28.5% 
80 Net income from trading activities (2,458,605) (576,035) 326.8% 
90 Net income from hedging activities 770,652 (193,888) -497.5% 

100 Profit (loss) from assignment or repurchase of: (34,581) 220,102 -115.7% 
 a) receivables (76,904) - --- 
 b) available-for-sale financial assets (28,262) (30,968) -8.7% 
 c) financial assets held to maturity - - --- 
 d) financial liabilities 70,585 251,070 -71.9% 

110 Net income from financial assets and liabilities measured at fair value - - --- 
120 Banking margin 108,617,640 103,933,429 4.5% 
130 Net value adjustments/write-backs for impairment of: (17,962,510) (11,952,781) 50.3% 

 a) receivables (15,073,119) (11,952,781) 26.1% 
 b) available-for-sale financial assets (2,889,391) - --- 
 c) financial assets held to maturity - - --- 
 d) other financial transactions - - --- 

140 Net income from financial management 90,655,130 91,980,648 -1.4% 
150 Administrative expenses (74,479,606) (74,410,374) 0.1% 

 a) personnel expenses (43,634,631) (45,107,163) -3.3% 
 b) other administrative expenses (30,844,975) (29,303,211) 5.3% 

160 Net allocations to provisions for risks and charges (1,757,550) (713,160) 146.4% 
170 Net value adjustments/write-backs on tangible assets (1,847,723) (2,052,171) -10.0% 
180 Net value adjustments/write-backs on intangible assets (53,004) (47,626) 11.3% 
190 Other operating expense/income 7,560,947 7,851,377 -3.7% 
200 Operating costs (70,576,936) (69,371,954) 1.7% 
210 Profit (Loss) on equity investments - - --- 

220 Net income from the fair value measurement of tangible and intangible 
assets - - --- 

230 Value adjustments of goodwill - - --- 
240 Profit (Loss) on disposal of investments 64 - --- 
250 Profit (Loss) on current operations before tax 20,078,258 22,608,694 -11.2% 
260 Income tax for the year on current operations (9,457,441) (12,028,256) -21.4% 
270 Profit (Loss) on current operations after tax 10,620,817 10,580,438 0.4% 
280 Profit (Loss) on groups of assets held for sale after tax - - --- 
290 Profit (Loss) for the year 10,620,817 10,580,438 0.4% 

 
            2008   2007 

 
Profit per base share 0.49 0.48 
From current operations 0.49 048 
From disposal groups of assets - - 

 
Profit per diluted share 0.49 0.48 
From current operations 0.49 0.48 
From disposal groups of assets - - 
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STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY FROM 01/01/2008 TO 31/12/2008 

 
 
 
 
 
 

 Balances at 
31/12/2007 

Changes to 
opening 
balances 

Balances at 
01/01/2008 

Allocation of result from 
previous year 

Changes during the year 

Shareholders’ 
equity as at 
31/12/2008 Changes to 

reserves 

Shareholders’ equity transactions 
Profit(Loss) 

for 2008 Reserves 
Dividends 
and other 
allocations 

Issue of 
new 

shares 

Purchase of 
own shares 

Distribution of 
extraordinary 

dividend 

Change in 
capital 

instruments 

Derivatives 
on treasury 

shares 

Stock 
Options 

Capital: a) ordinary 
shares 62,136,900 - 62,136,900         -  62,136,900 

 b) other shares  - - - - - - - - - - - -  

Share premium reserve 67,934,517 - 67,934,517 - - - - - - - - - - 67,934,517 

Reserves: a) profit 
reserve 28,081,607 - 28,081,607 2,047,554 - (105,000) - - - - - - - 30,024,161 

 b) other - - - - - - - - - - - - - - 

Valuation reserves: a) available for 
sale (1,425,486) - (1,425,486) - - (1,913,931) - - - - - - - (3,339,417) 

 b) cash flow 
hedging - - - - - - - - - - - - - - 

 c) other 169,330 - 169,330 - - - - - - - - - - 169,330 

Capital instruments - - - - - - - - - - - - - - 

Own shares - - - - - - - (222,177) - - - - - (222,177) 

Profit/(Loss) for the year 10,580,438 - 10,580,438 (2,047,554) (8,532,884) - - - - - - - 10,620,817 10,620,817 

Shareholders’ equity 167,477,306 - 167,477,306 - (8,532,884) - - (222,177) - - - - 10,620,817 167,324,131 
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STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY FROM 01/01/2007 TO 31/12/2007 
 

 Balances at 
31/12/2006 

Changes to 
opening 
balances 

Balances at 
01/01/2007 

Allocation of result from 
previous year 

Changes during the year 

Shareholders’ 
equity as at 
31/12/2007 Changes to 

reserves 

Shareholders’ equity transactions 
Profit(Loss) 

for 2007 Reserves 
Dividends 
and other 
allocations 

Issue of 
new 

shares 

Purchase of 
own shares 

Distribution of 
extraordinary 

dividend 

Change in 
capital 

instruments 

Derivatives 
on treasury 

shares 

Stock 
Options 

Capital: a) ordinary 
shares 62,136,900 - 62,136,900         -  62,136,900 

 b) other shares  - - - - - - - - - - - -  

Share premium reserve 67,934,517 - 67,934,517 - - - - - - - - - - 67,934,517 

Reserves: a) profit reserve 24,692,876 - 24,692,876 3,388,731 -  - - - - - - - 28,081,607 

 b) other - - - - - - - - - - - - - - 

Valuation reserves: a) available for 
sale (258,681) - (258,681) - - (1,166,805) - - - - - - - (1,425,486) 

 b) cash flow 
hedging - - - - - - - - - - - - - - 

 c) other 169,330 - 169,330 - - - - - - - - - - 169,330 

Capital instruments - - - - - - - - - - - - - - 

Own shares - - - - - - - - - - - - - - 

Profit/(Loss) for the year 12,359,199 - 12,359,199 (3,388,731) (8,970,468) - - - - - - - 10,580,438 10,580,438 

Shareholders’ equity 167,034,141 - 167,034,141 - (8,970,468) (1,166,805) - - - - - - 10,580,438 167,477,306 
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CASHFLOW STATEMENT 
(indirect method) 
 
 
A. OPERATING ACTIVITIES 2008 2007 
  (in EUR) 

1. Operations 29,575,348 30,414,619 
profit (loss) for the year (+/-) 10,620,817 10,580,438 
profit/loss on financial assets held for trading and on financial assets/liabilities 
measured at fair value (+/-) 908,390 764,501 

profit/loss on hedging activities (+/-) (770,652) 193,888 
net adjustments/write-backs for impairment (+/-) 17,450,295 14,195,281 
net adjustments/write-backs on tangible and intangible assets (+/-) 1,900,727 2,099,796 
net allocations to provisions for risks and charges and other costs/income (+/-) 1,757,550 713,160 
taxes and duties not paid (+) 412,863 (390,863) 
net adjustments/write-backs of disposal groups of assets net of  tax effect (+/-) - - 

other adjustments (2,704,642) 2,258,418 

2. Cash flows generated by/used for financial assets (200,762,014) (265,497,473) 
financial assets held for trading 28,922,015 (36,947,742) 
financial assets measured at fair value   
available-for-sale financial assets (75,535,561) (1,201,424) 
due from banks: on demand (1,029,271) 1,807,472 
due from banks: other receivables 24,943,971 (27,111,783) 
due from customers (186,328,443) (205,209,219) 
other assets 8,265,275 3,165,223 

3. Cash flows generated/absorbed by financial liabilities 185,134,956 255,907,375 
due to banks: on demand 6,458,710 (3,162,011) 
due to banks: other payables (77,516,069) 5,334,113 
due to customers 222,835,705 148,502,950 
outstanding securities 50,132,473 116,962,102 
financial trading liabilities 230,800 133,650 
financial liabilities measured at fair value   
other liabilities (17,006,663) (11,863,429) 

Net cash flow generated/absorbed by operating activities 13,948,290 20,824,521 

B. INVESTING ACTIVITIES   

1. Cash flows from: 19,595  
sale of equity investments - - 
dividends from equity investments - - 
sale/repayment of financial assets held to maturity - - 
disposal of tangible assets 19,595 - 
disposal of intangible assets - - 
disposal of subsidiaries and going concerns - - 

2. Cash flows absorbed by: (5,578,956) (6,031,477) 
purchase of equity investments - - 
purchase of financial assets held to maturity - - 
purchase of tangible assets (5,474,000) (5,941,579) 
purchase of intangible assets (104,956) (89,898) 
purchase of subsidiaries and going concerns - - 

Net cash flow generated/absorbed by investment activities (5,559,361) (6,031,477) 
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C. FUNDING ACTIVITIES   
issue/purchase of own shares (222,177) - 
issue/purchase of equity instruments - - 
dividend distribution and other purposes (8,532,884) (8,970,468) 

Net cash flow generated/absorbed by funding activities (8,755,061) (8,970,468) 
   
NET CASH FLOW GENERATED/ABSORBED DURING THE YEAR (366,132) 5,822,576 
   
   
Reconciliation   
   

 

Items 2008 2007 

Cash and cash equivalents at the beginning of the year 24,386,951 18,564,375 

Total cash generated/absorbed during the year (366,132) 5,822,576 

Cash and cash equivalents: impact of exchange differences - - 

Cash and cash equivalents at year end 24,020,819 24,386,951 
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PART A – Accounting Policies 
 
A1 – GENERAL INFORMATION 
 
Section 1 – Statement of compliance with International Accounting Standards 
 
These financial statements have been drawn up according to International Accounting 
Standards (IAS), International Financial Reporting Standards (IFRS) and the relative interpretations of the 
International Financial Reporting Interpretations Committee (IFRIC), approved by the European Commission, as 
established in EC Regulation no. 1606 of 19 July 2002 and subsequent amendments and supplements, as well 
as to provisions issued in implementation of article 9 of Legislative Decree no. 38/2005. 
 
International Accounting Standards have been applied also making reference to the “Systematic framework for 
the preparation and presentation of financial statements”. In the absence of a standard or an interpretation 
applicable specifically to a transaction, event or circumstance, Company Management has used its judgement to 
develop and apply an accounting principles, in order to provide: 
 
▪ Information of relevance to the economic decisions made by users; 
▪ Reliable information, so that the financial statements: 

o faithfully represent the equity – financial situation, the profit or loss and the cash flows of the 
entity; 

o reflect the economic substance of transactions, other events and circumstances and not merely 
their legal form; 

o are neutral, free from prejudice; 
o are prudent; 
o are complete, referring to all important aspects. 

 
In making the above judgement, Company Management has referred to and considered the applicability of the 
following sources, shown in hierarchically decreasing order: 
 
▪ the provisions and the guidelines contained in the Standards and the Interpretations that regard similar or 

related cases; 
▪ the definitions, recognition criteria and measurement concepts for recording assets, liabilities, income and 

costs, contained in the systematic Framework. 
 
When expressing an opinion, Company management may also consider: 
 
▪ the most recent provisions issued by other bodies that ordain accounting standards that use a systematic 

framework that is conceptually similar to draw up accounting standard; 
▪ other literature; 
▪ consolidated sector-specific practices. 
 
 
Pursuant to art. 5 of Legislative Decree no. 38 of 28 February 2005, if, in exceptional cases, the application of a 
provision envisaged by International Accounting Standards is incompatible with the true and correct 
representation of the equity or financial situation, or the profit or loss, the provision may not be applied. The 
reasons for any departure from International Accounting Standards and the impact of such on the equity or 
financial situation and on the profit or loss, are illustrated in the explanatory notes. 
Any profit resulting from said departure is booked to a non-distributable reserve unless the same corresponds to 
the recovered value. 
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Section 2 – Basis of preparation 
 
In the financial statements, for presentation and measurement purposes, International Accounting Standards 
IAS/IFRS issued by the International Accounting Standard Board (IASB) have been adopted, together with the 
relative interpretations issued by the International Financial Reporting Interpretations Committee (IFRIC), 
effective as of 2008 and approved by the European Union, as well as the provisions envisaged in Circular no. 
262 of 22 December 2005 issued by the Bank of Italy and regarding the schedules and the rules for completing 
the financial statements of banks and subsequent supplements. 
 
The Financial Statements comprise: 

- balance sheet; 
- income statement; 
- statement of changes in shareholders’ equity; 
- cash flow statement; 
- explanatory notes. 

 
The Financial Statements are accompanied by the directors’ report on operations and on the Bank’s situation. 
The Financial Statements have been drawn up clearly and provide a truthful and correct representation of the 
equity and financial situation and of the profit or loss for the year. If the information required by International 
Accounting Standards is insufficient to give a truthful and correct, relevant, reliable, comparable and 
comprehensible representation, additional information is provided in the Explanatory Notes for this purpose. 
The balance sheet and income statement schedules comprise items, marked with numbers, sub-items, marked 
with letters, and further details are provided by the “of which” of the items and sub-items. The items, sub-items 
and relative details represent the financial statement accounts.  
The amount for the previous year is also indicated for each item and sub-item on the balance sheet and income 
statement. If the accounts are not comparable, those relating to the previous year have been adjusted; the 
explanatory notes contain details of items or sub-items that are not comparable and have therefore been 
adjusted, or items for which this has not been possible. 
 
Assets and liabilities, costs and revenue may not be offset against one another, unless permitted or required by 
International Accounting Standards or by the provisions contained in Circular no. 262 dated 22 December 2005 
issued by the Bank of Italy. 
Accounts that do not have any amounts either in the year the financial statements refer to or the previous one 
are not indicated in the balance sheet and the income statement. If an element of the assets or liabilities can be 
categorised under different items in the balance sheet, when necessary to the comprehension of the financial 
statements, the explanatory notes contain details of the other items said elements refer to . In the income 
statement and in the relative section of the explanatory notes, revenue is indicated without a sign, whereas costs 
are indicated in brackets. 
 
In accordance with the provisions of art. 5 of Legislative Decree no. 38 dated 28 February 2005, the financial 
statements have been prepared in the currency of the accounts. More specifically, the financial statements have 
been drawn up in EUR, while the explanatory notes have been drawn up in thousands of EUR. The financial 
statements have been drawn up from a perspective of business continuity, according to the accrual basis of 
accounting, to the principle of the relevance and significance of information, of the prevalence of substance over 
form and in order to promote coherence with those of future years. 
 
In particular, as regards business continuity, on the basis of Document no. 2 dated 6 February 2009, issued 
jointly by the Bank of Italy, Consob and Isvap regarding “information to be provided in the financial report on 
business continuity, financial risks, impairment testing of assets and uncertainties in the use of estimates”, the 
Bank has closely assessed uncertainties for the foreseeable future and hereby states that the estimates and 
forecasts made regarding the main income statement and balance sheet items, taking into account possible 
changes in economic and market conditions, demonstrate that there are no doubts regarding the business 
continuity of the Bank. 
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Although the uncertainties triggered by the current economic climate have had a significant impact on the 2008 
financial statements, they do not lead to any doubts as regards business continuity. More detailed information on 
the main market issues and variables is contained in the Report on Operations. 
 
Items that are dissimilar by virtue of their nature or purpose have been presented separately, unless considered 
insignificant. All amounts recorded in the financial statements have been adjusted to reflect events subsequent 
to the reference date, if said adjustment is required under the provisions of IAS 10. Information is provided on 
subsequent events that do not envisage an adjustment and that therefore reflect circumstances that occurred 
subsequent to the reference date if relevant and if capable of influencing the economic decisions of users. 
 
In line with the accounting standards adopted, the useful life of tangible assets subject to depreciation is 
periodically verified. In 2008, following said checks and also on the basis of an independent survey, the Board 
Directors decided to review estimates of the economic and technical useful life of buildings; as a consequence, 
the relative annual percentage of depreciation has been changed for future accounts, in accordance with the 
provisions of IAS 8. The effect of said change is illustrated in the appropriate sections of the Explanatory notes. 
 
Section 3 – Events subsequent to the date of the Financial Statements 
 
Please refer to the comments in the Directors’ Report on Operations.  
 
Section 4 – Other aspects 
 
Pursuant to IAS 8, paragraph 30, during 2008 and in the first few months of 2009, the International Accounting 
Standards Board issued final versions of several international accounting standards and interpretations, 
specifically supplemented and revised as part of the plan to converge the same with US GAAP principles. 
Furthermore, in the same period, several principles and interpretations were approved by the European 
Commission. 
 
We hereby illustrate the principles of most interest to the Bank. 
 
Accounting standards, amendments and interpretations not yet applicable or not adopted in advance 
 
The main amendments to accounting standards applicable as of 2009 that could have an impact on the Bank’s 
financial statements. Also in terms of information, are illustrated below. 
 
On 30 November 2006, the IASB issued accounting standard IFRS 8 – Operating Segments, which must be 
applied as of 1 January 2009, and which replaces IAS 14 – Segment reporting. The new accounting standard 
requires companies to base the information to be reported on elements that management uses to take decisions 
on operations, and therefore requires operating segments to be identified on the basis of internal reporting that is 
regularly reviewed by management for the purpose of allocating resources to the different segments and to 
evaluate performance. The adoption of this standard will not have any effect in terms of the valuation of financial 
statement items. The standard was approved by the European Commission on 21 November 2007 with 
Regulation 1358/2007. 
 
On 6 September 2007, the IASB issued a revised version of IAS 1 – Presentation of financial statements, which 
must be applied as of 1 January 2009. The new version of the standard requires that all changes to the balance 
sheet or income statement generated by transactions with shareholders are presented in a statement of 
changes in shareholders’ equity. All transactions with third parties, on the other hand, must be recorded in a 
single (“comprehensive income”) statement, or in two separate statements (separate income statement and  
“other comprehensive income” statement). In any event, changes generated by transactions with third parties 
may not be recorded in the statement of changes in shareholders’ equity. The standard was approved by the 
European Commission on 17 December 2008 with Regulation 1274/2008. 
 
On 22 May 2008, the IASB issued a series of changes to IFRS (“improvements”); those indicated by the IASB as 
changes that will lead to a change in the presentation, recognition and measurement of financial statement items 
are illustrated below, while those regarding changes in terms or publishing, with a minimal impact in accounting 
terms have not been included.  
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▪ IAS 1 – Presentation of financial statements (revised in 2007): the change, which must be applied as of 1 

January 2009, requires that assets and liabilities generated by derivative financial instruments that are not 
held for trading purposes are classified in the financial statements, distinguishing between current and non-
current assets and liabilities. 

 
▪ IAS 19 – Employee benefits: the amendment must be applied as of 1 January 2009 to changes in benefits 

occurring after said date and clarifies the definition of cost/income regarding past service and establishes that 
in the event of the reduction of planned benefits, the effect to be booked immediately to the income statement 
must only include the reduction in benefits relative to future periods, while the effect of any reductions related 
to past service must be considered a negative cost. Furthermore, the Board has revised the definition of 
short-term and long-term benefits and has changed the definition of return on plan assets, establishing that 
this item must be shown net of any administrative expenses that are not included in the value of the 
obligation. 

 
▪ IAS 39 – Financial instruments: recognition and measurement, the amendment that must be applied as of 1 

January 2009, clarifies how the new effective rate of return of a financial instrument should be calculated at 
the end of a fair value hedge; it also clarifies that the prohibition of reclassification in the category of financial 
instruments with adjustment of the fair value in the income statement must not be applied to derivative 
financial instruments that cannot be classified as hedges, or that become hedges (of cash flows or of net 
investments in foreign operations). Lastly, to avoid conflict with the new IFRS 8 – Operating segments, 
references to the designation of a sector hedging instrument have been eliminated (under IAS 14). 

 
On 24 November 2008, the IASB issued a new version of IFRS 1 First-time adoption of International Financial 
Reporting Standards. The new version of the standard is a restructured and reorganised version of the previous 
standard, which had been changed numerous times. 
The new version must be applied as of 1 January 2010. The competent bodies of the European Union have not 
yet concluded the approval process required for the application of the amendment. 
 
New accounting standards, amendments and interpretations applied to the 2008 financial statements 
Of the standards and the changes to accounting standards approved over the course of 2008, the Bank has 
applied the amendment to IAS 39 and to IFRS 7 – Reclassification of financial assets (changes to IAS 39 
“Financial Instruments: Recognition and measurement” and to IFRS 7 “Financial instruments: disclosures”) 
issued on 13 October 2008 by the IASB and approved by the European Commission on 15 October 2008 with 
Regulation no. 1004/2008. The change responds to the need for convergence between IAS/IFRS and US 
standards (FAS) in order to standardise the accounting standards of different countries and render financial 
information more comparable. 
Said amendments have removed several reclassification prohibitions; in particular, the changes made to IAS 39 
regard financial assets other than derivatives classified in “financial assets held for trading” and “available-for-
sale financial assets” portfolios. In this regard, two cases have been identified: 
 

1. reclassifications of financial instruments (‘loans and receivables’, ‘available-for-sale financial assets’ and 
‘financial assets held to maturity’) from the ‘financial assets held for trading’ portfolio to other asset 
portfolios; said reclassifications are permitted if the entity does not intend to continue managing the 
instrument for the purpose of trading or if the instrument no longer has the characteristics and meets the 
requirements to be classified as such; two cases are envisaged: a) reclassifications accepted only in 
“rare circumstances” and in this regard the IASB has specified that the market conditions of the third 
quarter of 2008 represent an example of “rare circumstances”; b) those accepted at any time, as long as 
at the time of initial classification, the financial instrument already possesses the characteristics for a 
possible alternative reclassification in the ‘loans and receivables’ and on condition that following the 
transfer, the entity intends and is able to maintain it in said new portfolio for the foreseeable future or 
until maturity; 

2. reclassifications from ‘available-for-sale’ financial assets to ‘loans and receivables’ as long as, at the 
time of initial classification, the financial asset possesses the characteristics for a possible classification 
in ‘loans and receivables’ and if the entity intends and is able to maintain the financial asset for the 
foreseeable future or until maturity; 
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On the contrary, the inadmissibility of reclassifications into the ‘financial assets held for trading’ portfolio and from 
the ‘financial assets measured at fair value’ category. Reclassifications of financial assets must be made at fair 
value on the transfer date and the profits and losses previously recorded may not be re-accounted. The fair 
value at the reclassification date becomes the new cost or amortised cost of the financial asset. 
 
As regards financial instruments transferred from the “available-for-sale financial assets” portfolio, the amount 
recorded up until the date of the transfer in the specific reserve of shareholders’ equity is re-booked to the 
income statement at the effective interest rate, if it is a debt instrument, namely at the time of the transfer. 
 
The above-cited amendments have been effective as of 1 July 2008, on condition that portfolio transfers are 
made by 31 October 2008; reclassifications cannot be made in retrospect, namely re-calculating the accrual 
effects of previous periods. Reclassifications made as of 1 November 2008 generate effects from the effective 
transfer date. 
 
The Bank has adopted said amendment to make the following reclassifications: 
 
a. debt securities from the trading portfolio to the “loans and receivables” portfolio”; 
b. debt and investment securities from the trading portfolio to the “available-for-sale financial assets” portfolio; 
c. debt securities from the “available-for-sale financial assets” portfolio to the “loans and receivables” portfolio”. 
 
The amendments made by the IASB to IFRS 7 envisage, inter alia, that information is provided regarding: 
- the reclassified amount from and to each portfolio; 
- the “rare circumstances” that led to said reclassification; 
- the profit or the loss generated by measurements at fair value that would have been booked to the income 

statement or to shareholders’ equity if the financial asset had not been reclassified. 
 
For quantitative information on the reclassifications made, according to the amended provisions of IFRS 7, 
please refer to the specific sections of the Explanatory Notes. 
 
Lastly, on 27 November 2008, the IASB issued a change that supplements the above-described amendment, 
Reclassification of financial assets – Effective date and interim provisions (changes to IAS 39 “Financial 
instruments: Recognition and measurement” and to IFRS 7 “Financial instruments: disclosures”). The latter 
amendment clarifies that all reclassifications made after 31 October 2008 are effective as of the reclassification 
date. At present, this amendment has not been approved by the European Commission.  
 
For other aspects, please refer to the Directors’ Report on Operations.  
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A2 – INFORMATION ON THE MAIN FINANCIAL STATEMENT ITEMS 
 
Accounting principles 
 
The following section illustrates the accounting principles that have been adopted for the main asset and liability 
balance sheet items for the preparation of the Financial Statements as at 31 December 2008; said principles are 
the same as those used to prepare the Financial Statements as at 31 December 2007. 
 
1- Financial assets held for trading 
 
a) recognition criteria 

The initial recognition of financial assets held for trading occurs on the settlement date for debt securities and 
equity instruments and on the date of subscription for derivative contracts. 
Financial assets held for trading are initially recognised at their fair value, which usually corresponds to the cost 
incurred for the purchase without considering any costs and/or income resulting from the transaction that are 
directly attributable to said instrument, which are booked directly to the income statement.  
 
b) classification criteria 
This category includes debt securities, equity instruments acquired mainly for the purpose of obtaining short-
term profit and the positive value of derivative contracts, with the exception of those designated as hedging 
instruments. 
 
c) measurement criteria 
Following initial recognitions, financial assets held for trading are recorded at fair value, while any changes are 
booked to the income statement. 
To calculate the fair value of financial instruments listed in an active market, market prices are used. In the 
absence of an active market, estimates and generally accepted valuation models are used, which are based on 
market prices, such as: methods based on the valuation of listed instruments with similar characteristics 
discounted cash flows, models to calculate option prices and values recorded in recent comparable transactions. 
When it is not possible to establish the fair value of equity instruments and the correlated derivative instruments 
in a reliable manner and according to the above guidelines, the same are recorded at cost, adjusted for 
impairment. Said impairment values are not re-established. 
 
d) derecognition criteria 
Financial assets held for trading are derecognised when the contractual rights on the financial flows deriving 
from the assets are lost, or in the case of a transfer, when the same entails the substantial transfer of all risks 
and benefits related to the assets. 
 
e) criteria for recognition of income components 
The gains and losses made following changes in the fair value of financial assets held for trading are recorded in 
the income statement under the “Item 80 -  Net income from trading activities”, with the exception of those 
related to derivative instruments associated to the fair value option, which are classified under “Item 110 – Net 
income on assets and liabilities measured at fair value”. 
 
2– Available-for-sale financial assets 
 
a) recognition criteria 
Available-for-sale financial assets are initially recognised on the settlement date for debt securities and equity 
instruments and on the date of disbursement in the case of receivables. 
Initial recognition of the financial assets classified in this category is made at their fair value, which usually 
corresponds to the cost incurred for the purchase including any costs and/or income resulting from the 
transaction that are directly attributable to said instrument. If the recognition is made following a reclassification 
from another category, the recognition value is represented by the fair value at the time of transfer. 
 
b) classification criteria 
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This category includes non-derivative financial assets that are not classified as receivable, financial assets 
measured at fair value recorded in the income statement or financial assets held to maturity. 
In particular, this category includes equity instruments not held for trading purposes and that cannot be classified 
as controlling, associated or joint-venture, and bonds that are not traded. These assets are measured at fair 
value, with the exception of equity instruments that do not have a reliable fair value, which are maintained at 
cost.  
 
 
c) measurement criteria 
Following initial recognition, available-for-sale financial assets continue to be recorded at their fair value; the 
value corresponding to the amortised cost and the relative exchange effect are booked to the income statement, 
and any gains or losses resulting from a change in fair value are recorded in a specific reserve under equity, with 
the exception of impairment losses. 
Equity instruments and correlated derivative instruments for which a fair value cannot be reliably determined, are 
maintained at cost, adjusted if any impairment losses are ascertained. 
Tests to determine the existence of objective evidence of impairment are conducted at the close of each fiscal 
year or at the date of the interim financial statements. Indicators of possible impairment are, for example, 
significant difficulties of the issuer, non-fulfilments or non-payment of interest or principal, the possibility that the 
beneficiary may file for bankruptcy or is involved in an insolvency proceeding, the disappearance of an active 
market for the asset.  
Furthermore, a significant or prolonged reduction in the fair value of an equity instrument below its cost is 
considered objective evidence of impairment.  
In particular, as regards equity instruments quoted in active markets, an impairment loss exceeding 30% that 
lasts for over 12 months is considered significant.  
The amount of any impairment loss calculated following the impairment test is booked to the income statement 
as an operating cost. If further reductions are recorded in subsequent years, the same are booked directly to the 
income statement. If the reasons for the impairment are removed due to an event that occurs after the 
recognition of the impairment, write-backs are made to shareholders’ equity for equity instruments and to the 
income statement for debt securities. 
 
 
d) derecognition criteria 
The financial assets are derecognised when the contractual rights on the financial flows deriving from the assets 
are lost, or in the case of a transfer, when the same entails the substantial transfer of all risks and benefits 
related to the assets. 
 
 
e) criteria for recognition of income components 
At the time of disposal or the recognition of an impairment loss, the effects resulting from the gains or losses 
accumulated in the reserve for available-for-sale assets are booked to the income statement, under “Item 100 – 
Profit (Loss) from disposal or repurchase of: b) available-for-sale financial assets” in the case of disposal and 
under “Item 130 – Net value adjustments/write-backs due to impairment of: b) available-for-sale financial assets”, 
in the case of the recognition of an impairment loss. 
If the reasons for the impairment are removed due to an event that occurs after the recognition of the 
impairment, write-backs are made. Said write-backs are booked to the income statement, in the case of debt 
securities or receivables, and to shareholders’ equity in the case of equity instruments. 
 
 
3– Financial assets held to maturity 
 
 
a) recognition criteria 
On the date of these financial statements, the Bank had no financial assets held to maturity. 



PART A – ACCOUNTING POLICIES 

75 

4– Receivables 
 
a) recognition criteria 
Receivables are recognised on the date of their disbursement or when the creditor acquires the right to the 
payment of the contractually agreed amounts, while debt securities are recognised on their settlement date. 
Receivables are initially recognised on the basis of the fair value of the financial instrument, which usually 
corresponds to the amount disbursed, or to the subscription price, including the costs/income directly attributable 
to the individual instrument, known at the time of the transaction, even if paid at a later date. Costs with the 
above characteristics that will be repaid by the debtor or that can be considered as standard internal 
administrative expenses are excluded. 
Contracts carried forward and repayment agreements (repos) that have an obligation to repurchase or resell on 
maturity are recorded in the financial statements as deposit or loan transactions. In particular, transactions 
entailing a sales at spot rates with repurchase on maturity are recorded in the financial statements as payables 
for the amount perceived at the spot rate, while transactions entailing purchases at spot rates and resale at 
maturity are recognised as receivables for the amount paid at the spot rate.  
 
b) classification criteria 
Receivables include loans to customers and to banks, both disbursed directly or acquired from third parties with 
fixed or determinable payments, that are not quoted in an active market and that were not initially recognised as 
available-for-sale financial assets or as financial assets recognised at fair value recorded in the income 
statement, apart from the exceptional cases envisaged in paragraph 50 and subsequent of IAS 39, amended in 
October 2008. 
Receivables also include trade receivables, repos, receivables resulting from finance leases and securities 
purchased through subscription or private placement, with fixed or determinable payments, that are not quoted 
in active markets. 
Receivables also include junior securities resulting from the securitisation by the Bank of receivables performed 
prior to First Time Adoption. 
 
c) measurement criteria and recognition of income components 
Following initial recognitions, receivables are measured at amortised cost, equal to the initial recognition value 
reduced/increased by capital repayments, by value adjustments/write-backs and the amortisation – calculated 
on the basis of the effective interest rate – of the difference between the amount disbursed and that repayable at 
maturity, usually the cost/income directly attributed to the individual receivable. The effective interest rate is the 
rate that exactly discounts future cash flows, principal and interest, to the amount disbursed, including any 
cost/income attributable to the receivable. The economic effect of the costs and income can therefore be spread 
over the expected residual life of the receivable.  
The amortised cost method is not applied to short-term receivables, as the effect of discounting is considered 
negligible. The same measurement criteria is adopted for on-demand receivables or receivables whose duration 
is undetermined. 
Arrears interest that the Bank, for the sake of prudence, has retained entirely non-recoverable, is only recorded 
when received. 
In order to classify deteriorated loans into the different risk categories (non-performing, problem, restructured 
loans and loans past due), the Bank has referred to the regulation issues by the Bank of Italy, supplemented 
with internal provisions that establish criteria and rules for the classification of loans into the various risk 
categories. Classifications are made independently by the relevant departments, with the exception of loans past 
due and/or over 180 days past due, whose exposure exceeds 5% of the agreed loan, which are detected by 
automatic procedures. 
In order to establish the adjustments to be made to financial statement figures regarding receivables, the same 
are on the basis of the level of deterioration, making an analytical or portfolio assessment as illustrated below. 
Loans that have been classified as non-performing, problem, restructured or over 180 days past due according 
to the current rules of the Bank of Italy are assessed analytically. As regards the last category, the analytical 
assessment is made by applying a forfeit percentage write-down. 
With regard to loans that are assessed analytically, the value adjustment of each loan correspond to the 
difference between the book value of the same at the time of the assessment (amortised cost) and the present 
value of the expected future cash flows, calculated by applying the original effective interest rate. Future cash 
flows take into account expected recovery times, the presumed realisable value of any guarantees as well as the 
costs that are expected to be incurred to recover the credit exposure.  
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In particular, the following the parameters are used for analytical assessments: 
As regards non-performing loans, future cash flows are calculated as illustrated below: 
- average recovery times of non-performing loans, estimated as 4 years from the date on which the loan 

became non-performing (calculated on the basis of historical data), assuming that a single lump-sum 
payment is made at the end of the collection period. Note that following the securitisation transaction, the 
Bank’s current non-performing loans all date back to 2001; 

- interest rates recorded at the time the loan became non-performing are used. 
 
As regards problem loans and restructured loans, future cash flows are calculated as follows:  
- loans that are expected to be recovered beyond 18 months (medium/long term) have been discounted; 
- recovery times have been estimated on the basis of the number of contractual instalments to fall due or on 

the basis of an analytical assessment of the single case; 
- average interest rates recorded at the time the loan was categorised as deteriorated have been used. 
 
Value adjustments are recorded in the income statement. The component of the adjustment that refers to the 
discounting of cash flows is recorded on an accrual basis using the mechanism of the effective interest rate and 
is recorded under value adjustments. 
If the quality of the deteriorated loan improves to the extent that there is a reasonable certainty of recovering the 
principal and the interest in a reasonable time frame, the original value of the loan is recorded in subsequent 
years, as said assessment is objectively linked to an event that occurred after the adjustment. The write-back is 
recorded in the income statement, and in any event, may not exceed the amortised cost that the loan would 
have had in the absence of prior adjustments.  
 
With regard to performing loans, those that individually represent a significant amount (over EUR 750,000) are 
assessed analytically, in order to establish whether there is an objective evidence of impairment; if no objective 
evidence of impairment is found, said loans undergo impairment testing on a portfolio basis. Said assessment is 
made for categories of similar loans in terms of credit risk and the relative impairment percentages are estimated 
taking into account historic series, based on observable elements at the assessment date, which enables the 
latent impairment loss to be estimated for each loan category. 
 
More specifically, the calculation parameters used are as follows: 
 
- PD (Probability of Default): a Bank PD was used, calculated on the basis of historic data (transition 

matrices observed in a time span of approximately five years, ratings, supplementary qualitative information 
on standard rating parameters ...) and a statistical model. The PD used is annual, as it is retained to be 
fairly representative of the loss defined by the new standards (so-called incurred loss, a loss based on 
current events but not yet included in the review of the degree of risk of the specific customer) and is based 
on a historical series of data. 

- LGD (Loss Given Default): different LGDs of the Bank were used, distinguished by segment 
(retail/corporate) and technical form (current accounts, mortgages, ..) and, where possible, distinguished on 
the basis of the existence of real guarantees. These values were calculated on the basis of the Bank’s 
historical data (calculated on the basis of a historical series of data). 

 
Value adjustments calculated on a portfolio basis are recorded in the income statement. At the end of each fiscal 
year and on the date of the interim report, any additional adjustments or write-backs are recalculated on a 
spread basis with reference to the whole portfolio of performing loans on the same date.  
 
d) derecognition criteria 
Loans are eliminated from balance sheet assets only if their assignment has entailed the substantial transfer of 
all risks and rewards related to said loans. On the contrary, if the risks and rewards related to assigned loans 
have been maintained, the same will continue to be recorded under assets in the balance sheet, even though 
the legal title of the loan has actually been transferred. 
If it is not possible to ascertain the substantial transfer of the risks and rewards, the loans are eliminated from the 
balance sheet when no control over the same has been maintained. Otherwise, if event partial control has been 
maintained, the loans must continue to appear on the balance sheet to the extent of the residual involvement, 
measured by the exposure of the assigned loans to changes in value and to changes in the cash flows of the 
same. 
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Lastly, the assigned loans are eliminated from the balance sheet if the contractual rights to receive cash flows 
have been maintained, and the obligation, in parallel, to pay said cash flows alone to other third parties. 
 
 
5 – Financial assets measured at fair value 
 
a) recognition criteria 

The initial recognition of financial assets occurs on the settlement date for debt securities and equity instruments 
and on the date of disbursement for receivables. 
Financial assets measured at fair value are initially recognised at their fair value, which usually corresponds to 
the cost incurred for the purchase without considering any costs and/or income resulting from the transaction 
that are directly attributable to said instrument, which are booked directly to the income statement. 
The fair value option (FVO) has been applied, in past years, to several structured assets with embedded 
derivative instruments. 
 
b) classification criteria 
This category covers financial assets that are measured at fair value and which affect the income statement 
when: 
1. their designation at fair value enables distortions in the accounting of financial instruments or between 
financial instruments and non financial assets/liabilities to be eliminated; or 
2. the management and/or measurement of a group of financial instruments at fair value, which affect the 
income statement is in line with a risk management or investment strategy documented on this basis also to 
company management; or  
3. it is an instrument that contains an embedded derivative that significantly changes the cash flows of the host 
instrument and that must be separated.  
 
c) measurement criteria 
Following initial recognition, assets are measured at their fair value. 
To calculate the fair value of financial instruments quoted in an active market, market prices are used.  
In the absence of an active market, estimates and generally accepted valuation models are used, which are 
based on market prices, such as: methods based on the valuation of quoted instruments with similar 
characteristics discounted cash flows, models to calculate option prices and values recorded in recent 
comparable transactions. 
 
d) derecognition criteria 
The financial assets are derecognised when the contractual rights on the financial flows deriving from the assets 
are lost, or in the case of a transfer, when the same entails the substantial transfer of all risks and benefits 
related to the assets. 
 
e) criteria for recognition of income components 
The profits and losses resulting from changes in the fair value of financial assets are recorded under “Item110 – 
Net profit (loss) of financial assets and liabilities measured at fair value” in the income statement. 
 
As at the date of the financial statements, there were no financial assets measured at fair value. 
 
 
6– Hedging activities 
 
a) recognition criteria – purpose 
The purpose of hedging activities is to neutralise potential losses on a specific element or group of elements, 
attributable to a specific risk, by means of the gains made on a different element or group of elements in the 
event in which said specific risk actually arises.  
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b) classification criteria – type of hedge 
IAS 39 envisages the following types of hedge:  
 
▪ Fair value hedges, the objective of which is to hedge the exposure of changes in the fair value of a balance 

sheet item attributable to a specific risk; 
▪ Cash flow hedges, the objective of which is to hedge the exposure to changes in future cash flows 

attributable to specific risks associated to balance sheet items; 
▪ Currency investment hedges, which regard hedging the risks of an investment in a foreign company 

expressed in foreign currency. 
The Bank’s hedging derivatives belong to the fair value category. 
 
c) measurement criteria and recognition of income components 
Hedging derivatives are measured at their fair value. More specifically: 
▪ In the case of fair value hedges, the change in the fair value of the hedged element is offset by the change in 

the fair value of the hedging instrument. Said offset is recognised by recording changes in the value of both 
the hedged element (in terms of the changes generated by the underlying risk factor) and the hedging 
instrument in the income statement under “Item 90 – Net income from hedging activities”. Any difference, 
which represents the partial inefficiency of the hedge represents the net profit or loss; 

▪ In the case of cash flow hedges, changes in the fair value of the derivative are recorded under equity with 
regard to the effective part of the hedge, and are recorded in the income statement under “Item 90 – Net 
income from hedging activities” only when, with reference to the hedged item, a change in cash flows to be 
offset is shown; 

▪ Investment hedges in currency are recorded in the same way as cash flow hedges. 
Hedging activities must be related to a set risk management strategy and must be consistent with the risk 
management policies adopted. Furthermore, the derivative instrument is designated a hedge if the relation 
between the hedged instrument and the hedging instrument is formally documented and if it is effective both 
when the hedge starts and during the entire life of the same. 
The effectiveness of hedges depends on the extent to which the expected changes in the fair value of the 
hedged instrument or of the relative cash flows are offset by those of the hedging instrument. Therefore, 
effectiveness is measured by a comparison of the above-cited changes, taking into account the intention of the 
company at the time the hedge was set in place. 
A hedge is deemed effective (within a set interval of between 80-125% and further limits established by the 
company) when the changes in fair value (or cash flows) of the financial hedging instrument almost entirely 
neutralise the changes in the hedged instrument, for the element of risk that is being hedged.  
The effectiveness of hedges is assessed at the end of each fiscal year using: 
▪ forward-looking tests, which justify the application of hedge accounting, insofar as they demonstrate its 

effectiveness; 
▪ retrospective tests, which demonstrate the degree of effectiveness of the hedge achieved in the period to 

which they refer. 
 
d) derecognition criteria – ineffectiveness 
If tests do not confirm the effectiveness of the hedge, either retrospectively or forward-looking, the accounting of 
hedging activities, in accordance with the above, is interrupted and the derivative hedging contract is reclassified 
under trading instruments while the hedged financial instrument returns to being measured according to the 
criteria of its original category.  
Hedging relations also cease when the derivative matures or is exercised, or when the element hedged is sold 
or matures or is repaid. 
 
7– Equity investments 
 
a) recognition criteria 
In prior years, this category included equity investments in associated companies; On initial recognition, said 
equity investments are recognised at purchase cost, including directly attributable charges. At present, the Bank 
does not have equity investments in associated companies. 
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b) classification criteria 
For the purposes of classification, equity investments in associated companies means equity investments in 
which a 20% share of voting rights or over is held and said companies, by virtue of particular legal ties, such as 
syndicate agreements, are considered to be subject to significant influence. 
Said classification disregards the existence or otherwise of legal status and in the calculation of voting rights, 
voting rights that can potentially be exercised are also considered.  
 
c) measurement criteria recognition of income components 
Equity investments are measured at equity value, assumed to be equal to the book value of equity. 
The effect of said measurement is recorded in the income statement under “Item 210 – Profit (Loss) from equity 
investments”. 
The income resulting from said investments is recorded in the income statement only to the extent that dividends 
generated subsequent to the acquisition date are paid by the investee company. Any dividends received in 
excess of the profits generated subsequent to the acquisition date are considered as profit from equity 
investments are deducted from the cost of the same.  
 
d) derecognition criteria 
The financial assets are derecognised when the contractual rights on the financial flows deriving from the assets 
are lost, or in the case of a transfer, when the same entails the substantial transfer of all risks and benefits 
related to the assets. 
 
 
8– Tangible assets 
 
a) recognition criteria 
Tangible assets are initially recorded at cost, which includes, in addition to the purchase price, all additional 
costs directly attributable to the purchase and installation of the asset. 
Extraordinary maintenance costs that lead to an increase in the future benefits, are recorded as an increase in of 
the value of the assets, while other ordinary maintenance costs are recorded in the income statement.  
Financial charges, where present, are recorded in the accounts in accordance with the provisions envisaged in 
IAS 23 and therefore recorded as a cost in the year in which they were incurred. 
 
b) classification criteria 
Tangible assets include land, functional property, property investments, plant, furniture and fittings and 
equipment of any nature. 
They are tangible assets held to be used in production or in the provision of services, to be leased to third 
parties, or for administrative purposes and that are expected to be used for more than one fiscal year. Assets 
used under finance leases are also recorded under this item, even though the legal title of the same is held by 
the lessor, as well as improvements and costs for improvements incurred on leased assets if they relate to 
identifiable and separable tangible assets. With regard to property, the components that refer to land and 
buildings represent separate assets for accounting purposes and are recorded separately when acquired.  
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c) measurement criteria and recognition of income components 
Tangible assets, including non-functional property, are measured at cost, less any accumulated depreciation and 
impairment losses. 
The fixed assets are systematically depreciated for their entire useful life, adopting the accelerated depreciation 
method, with the exception of land and works of art, which have an indefinite useful life and cannot be 
depreciated. The useful life of tangible assets subject to depreciation is periodically checked; if initial estimates 
change, the relative depreciation rate is also changed. 
At the end of each fiscal year or interim period, evidence of any impairment must be verified, namely signs that 
an asset may have suffered a loss in value.  
If there is evidence of said signs, a comparison is made between the book value of the asset and its recovery 
value, corresponding to the higher of the fair value, net of any selling costs, and the relative value in use of the 
asset, meaning the present value of the future cash flows expected from the asset. Any adjustments are 
recorded in the income statement. 
If the reasons that led to the recognition of the impairment loss cease to apply, a write-back is recorded that may 
not exceed the value that the asset would have had net of the depreciation calculated in the absence of previous 
impairment losses. 
Any payments to the capital account are recognised according to the income method, with the initial recognition 
of such as deferred revenue, and subsequently recorded in the income statement, using systematic and rational 
criteria, in pertinent years, in order to balance the same with the relevant costs. In particular, payments regarding 
depreciable assets are recognised as income in the years in which the depreciation of the assets for which said 
payments were made is debited and in the same proportion. 
 
d) derecognition criteria 
A tangible asset is removed from the balance sheet on disposal or when it is permanently withdrawn from use 
and no future economic benefits are expected from its disposal.  
 
 
9– Intangible assets 
 
a) recognition criteria 
Intangible assets are non-monetary, identifiable assets without physical substance, owned to be used for a 
number of years or indefinitely. They are recognised at cost, adjusted for any additional charges only if it is 
probable that the future economic benefits attributable to the asset will flow to the enterprise and the cost of the 
asset can be measured reliably. Otherwise the cost of the intangible asset is recorded in the income statement 
of the year in which it was incurred.  
 
b) classification, measurement criteria and recognition of income components 
The cost of intangible assets is amortised on a straight-line basis for their relative useful life. If the useful life is 
indefinite, the asset is not amortised, but the adequacy of the recognition value of the asset is verified 
periodically. 
 
c) derecognition criteria 
An intangible asset is removed from the balance sheet on disposal or when no future economic benefits are 
expected. 
 
10– Non-current assets held for sale 
a) recognition criteria 
Non-current assets are assets whose book value will be recovered mainly through their sale rather than their on-
going use. To be classified as such, the assets must be available for immediate sale in their current condition  
and the sale must be highly likely. The completion of the sale must be envisaged within one year from the 
classification date. These assets are recognised at the lower of book and fair value net of selling costs;  
if the resulting figure is negative, the same is booked to the income statement as a balancing entry. 
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b) classification, measurement criteria and recognition of income components 
In future years, assets held for sale must not be depreciated and the entity must recognise any impairment 
losses not recognised initially, or any gains, within the limits of said losses, on the basis of the measurement 
criteria described in paragraph 10-a). If the conditions for the sale cease to exist, the entity must no longer 
classify the asset as held for sale and must insert the book value that the asset would have had if it had not be 
classified as held for sale, or its recovery value, if lower. 
 
c) derecognition criteria 
As asset ceases to be classified as held for sale when it is sold or when its sale is no longer highly probable. 
 
On the date of these financial statements, the Bank has no non-current assets held for sale. 
 
11– Current and deferred taxes 
 
a) recognition criteria 
Current and deferred taxes are calculated according to tax legislation in force on an accrual basis, in line with 
the approach used to recognise the costs and income that generated them, applying the tax rates in force.  
Income tax is recorded in the income statement, with the exception of that relative to items charged or credited 
directly to equity. 
Provisions for income tax are calculated on the basis of a prudent estimate of current, prepaid and deferred tax 
charges. 
In particular, current taxes encompass the balances of current liabilities for the year and current tax assets 
represented by advance payments and other tax credits for withholding taxes paid. Current tax assets and 
liabilities are shown in the balance sheet without any balancing entry. 
Prepaid and deferred taxes are determined on the basis of the temporary differences – without time limits - 
between the value of assets and liabilities according to statutory criteria and the corresponding value assumed 
for taxation purposes. Prepaid tax assets are recorded in the balance sheet to the extent that it is probable that 
they will be recovered on the basis of the Bank’s ability to generate positive taxable income through business 
continuity 
Prepaid taxes and deferred taxes are recorded in the balance sheet without any balancing entry.  
 
b) classification and measurement criteria 
The assets and liabilities recognised for prepaid and deferred taxes are systematically  measured in order to 
take into account any changes to legislation or to tax rates. The tax reserve is also revised in order to cover 
charges that could be incurred from inspections that have already been notified or existing disputes with the tax 
authorities. 
 
c) criteria for recognition of income components 
If deferred tax assets and liabilities refer to components in the income statement, the balancing entry is 
represented by income tax. If prepaid and deferred taxes regard transactions that are directly related to equity, 
without impacting the income statement, the same are recorded as a balancing entry to equity, relating to the 
specific reserves where envisaged. 
 
 
12– Provisions for risks and charges 
Allocations to the provisions for risks and charges are made exclusively when: 
 
▪ there is a current obligation (legal or implicit) owing to a past event; 
 
▪ It is likely that financial resources will be needed to generate the economic benefits to fulfil the obligation; and 
 
▪ a reliable estimate of the amount of the obligation can be made. 
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Where the time element is significant, provisions are discounted. 
Allocations to the provisions are recognised in the income statement, where interest expense accrued on the 
discounted provisions is also recorded.  
 
In the case of only potential and improbable liabilities, no allocation is made, but information is provided in the 
explanatory notes, with the exception of cases in which the probability of using resources is retained remote, or 
the phenomenon is not significant.  
 
Sub-item “120 – Provisions for risks and charges: other provisions” includes allocations made for presumed 
losses on lawsuits against the bank, including revocatory action, the disbursements estimated for customer 
complaints on securities brokerage, other disbursements estimated for legal or implicit obligations at the end of 
the fiscal year. Where allocations are measured analytically, the amounts allocated are used directly to cover the 
charges actually incurred. 
 
 
13– Payables and outstanding securities 
 
a) recognition criteria 
The initial recognition of these financial liabilities is made when the deposits are received or when the debt 
securities are issued. 
Initial recognition is usually made on the basis of the fair value of the liabilities, usually equal to the amount 
received or to the issue price plus any additional costs/income directly attributable to the individual funding or 
issue transaction and that have not been reimbursed by the creditor. Internal administrative costs are excluded. 
The fair value of any financial liabilities that have been issued at conditions other than market conditions, is 
specifically estimated and the difference with respect to the amounted received is booked directly to the income 
statement, only when the conditions envisaged by IAS 39 have been satisfied. 
 
b) classification criteria 
The items Due to banks, Due to customers and Outstanding Securities include the various forms of funding from 
customers and interbank funding, deposits made through certificates of deposit and outstanding bonds, net of 
any repurchases.  
 
c) measurement criteria and recognition of income components 
After initial recognition, financial liabilities are recorded at amortised cost using the effective interest rate method, 
with the exception of short-term liabilities, which remain recorded at their face value insofar as the effect of 
discounting would be negligible.  
It should also be noted that effectively hedged deposit instruments are measured on the basis of specific rules 
envisaged for hedging activities and at amortised cost. 
 
d) derecognition criteria 
Financial liabilities are cancelled from the balance sheet at maturity or when they are extinguished. Cancellation 
takes place even in the case of the repurchase of previously-issued securities. The difference between the book 
value of the liability and the amount paid to purchase it is recorded in the income statement.  
If the Bank, subsequent to the repurchase, re-places its own securities on the market, said transaction is 
considered a new issue and the liability is recorded at the new placement price, without any impact on the 
income statement. 
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14– Financial trading liabilities 
 
a) recognition criteria 
The initial issue of financial liabilities is made on the issue date for debt securities and on the subscription date 
for derivative contracts. 
At the time of their initial recognition, financial liabilities held for trading are recognised at their fair value, usually 
equal to the amount received without considering the transaction costs/income directly attributable to the 
instrument in question, which are booked directly to the income statement. Any embedded derivatives present in 
complex contracts that are not strictly related to the same and which have the characteristics to satisfy the 
definition of derivative are separated from the host contract and measured at fair value. The appropriate 
accounting criteria is applied to the primary contract. 
 
b) classification criteria 
This category includes debt securities and the negative value of derivative contracts, with the exception of those 
designated as hedging instruments. Derivative contracts also include those embedded in complex financial 
instruments that have been recognised separately. 
 
c) measurement criteria 
Following initial recognition, financial liabilities held for trading are measured at fair value, and any changes are 
recognised in the income statement as a balancing entry.  
To calculate the fair value of financial instruments quoted in an active market, market prices are used. In the 
absence of an active market, estimates and generally accepted valuation models are used, which are based on 
market prices, such as: methods based on the valuation of quoted instruments with similar characteristics 
discounted cash flows, models to calculate option prices and values recorded in recent comparable transactions. 
 
d) derecognition criteria 
Financial liabilities are cancelled from the balance sheet at maturity or when they are extinguished. Cancellation 
takes place even in the case of the repurchase of previously-issued securities. The difference between the book 
value of the liability and the amount paid to purchase it is recorded in the income statement. 
 
e) criteria for recognition of income components 
The profits and losses resulting from changes in the fair value of financial liabilities are recorded under “Item 80 
– Net profit (loss) from trading activities” in the income statement, with the exception of those relative to the 
negative value of derivative contracts that fall in the scope of the fair value option, and which are classified under 
“Item 110 – Net income on financial assets and liabilities measured at fair value”. 
 
 
15– Financial liabilities measured at fair value 
 
a) recognition criteria 
The Bank has no financial liabilities measured at fair value. 
 
 
16– Foreign currency transactions 
 
a) recognition criteria 
Foreign currency transactions are recorded, at the time of initial recognition, in the accounting currency, applying 
the spot exchange rate in force on the date of the transaction to the amount in foreign currency. 
 
b) classification, measurement, derecognition criteria and recognition of income components 
At the end of the fiscal year or of the interim period, financial statement items in foreign currency are measured 
as follows: 
▪ monetary items are converted at the exchange rate at the end of the year or period;  
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▪ non-monetary items measured at historic cost are converted to the exchange rate on the date of the 
transaction; 

▪ Non-monetary items measured at fair value are converted using the exchange rates at the end of the year or 
period.  

 
Exchange rate differences relative to the translation of monetary items or to the conversion of monetary items at 
exchange rates that differ from those used for the initial conversions, or for the conversion on the previous 
financial statements, are recorded in the income statement for the period in which they arose. 
When a profit or loss relative to a non-monetary item is recognised under equity, the exchange rate difference 
relative to said item is also recognised under equity. Similarly, when a profit or loss is recognised in the income 
statement, the relative exchange rate difference is also recognised in the income statement.  
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17– Other information 
 
a) Content of other significant financial statement items and other important accounting practices 
 
 
▪ Staff termination indemnity (TFR) 
 
Staff termination indemnity is determined as a benefit subsequent to an employment relationship based on 
defined benefits, therefore to be recognised in the financial statements, its actuarial value has to be estimated.  
The costs accrued in the year to service the plan are booked to the income statement under personnel expenses 
as an amount net of any contributions paid, unrecognised contributions related to previous years, the expected 
income generated by plan assets, financial charges and actuarial profits/losses. The latter are calculated on the 
basis of the “corridor” method, namely the excess of accrued actuarial profits/losses, remaining at the end of the 
previous year, with respect to the higher of 10% of the present value of the benefits generated by the plan and 
10% of the fair value of plan assets. This excess is also related to the expected average remaining working lives 
of participating employees. 
 
Following the reform of complementary social security set forth in Legislative Decree no. 252/2005, the quotas of 
TFR accrued up until 31 December 2006 remain at the Bank, while employees may choose to deposit the 
quotas accruing from 1 January 2007 in a complementary social security fund or to keep them at the Bank, 
which arranges for their transfer to the treasury fund managed by INPS. 
The staff termination indemnity is recognised on the basis of its actuarial value. Pursuant to Law 27/12/2006 
no.296 (which brought forward the entry into force of legislative decree 252/2005 to 1 January 2007, which 
disciplines the forms of social security for the disbursement of complementary pension funds), and to the 
subsequent statement on the topic by the National Order of Actuaries, for the purposes of discounting, the 
Projected Unit Credit Method is no longer used (PUCM, which entails forecasting future payments on the basis 
of historic and statistical analyses and the demographic curve and the financial discounting of said cash flows on 
the basis of a market interest rate), insofar as the benefit to be measured has already fully accrued as at 31 
December 2006 for employees who have chosen to deposit TFR quotas in a complementary social security 
fund. 
 
The following paragraphs provide some further details on relevant accounting criteria that assist comprehension 
of the financial statements. 
 
 
▪ Own shares 
 
Any own shares held are recognised in the financial statements as a separate item and directly deducted from 
equity. No profit or loss is recognised in the income statement on the purchase, sale, issue or cancellation of 
instruments that represent the Bank’s capital. The amount paid or received is recorded directly under equity.  
 
 
▪ Recognition of income and of costs 
 
Income is recognised when it is received or when it is likely that the future benefits will be received and that said 
future benefits can be quantified in a reliable way. In particular:  
- income resulting from trading or the issue of financial instruments, determined by the difference between the 
price of the transaction and the fair value of the instrument, are recognised in the income statement at the time 
of recognition of the transaction if the fair value can be determined with reference to parameters or recent 
transactions in the same market as the instrument is traded, otherwise it is distributed over time on the basis of 
the duration and nature of the instrument. Income related to financial instruments for which said measurement is 
not possible, are recorded in the income statement for the duration of the transaction; 
- commission on income from services is recognised in the period in which the services were rendered; 
- dividends are recognised in the income statement when their distribution is decided; 
- costs are recognised in the income statement in the period in which the relative income is recognised. 
Costs that cannot be associated to income are recognised immediately in the income statement. 
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▪ Payments based on shares 
 
There are no share-based payments 
 
 
▪ Amortised cost 
 
The amortised cost of a financial asst or liability is equal to the initial recognition value net of capital repayments, 
increased/reduced by total amortisation, calculated on the basis of the effective interest rate, on the difference 
between the initial value and that at maturity net of any impairment loss. 
 
The effective interest rate is the rate that equals the present value of the contractual cash flows of future 
payments or receipts up to maturity, or to the next date on which the price is recalculated, at the net book value 
of the financial asset or liability. To calculate the present value, the effective interest rate is applied to future cash 
flows of collections or payments estimated over the entire useful life of the financial asset or liability – or for a 
shorter period in the presence of specific conditions (for example a change in market rates). 
 
If the cash flows or expected life cannot be reliably estimated, the Bank uses the contractually envisaged cash 
flows for the duration of the contract. 
 
After initial recognition, the amortised cost enables costs and income to be allocated by decreasing or increasing 
the instrument for the entire expected life of the same using the amortisation process. The way the amortised 
cost is calculated changes depending on whether the financial asset/liability to be measured is fixed or floating 
rate.  
For fixed rate instruments, future cash flows are calculated on the basis of the known interest rate during the life 
of the loan. For floating rate instruments, whose variability is known a priori (because, for example it is linked to 
an index), cash flows are calculated on the basis of the last known rate. At each date on which rates change, the 
amortisation plan and the effective rate of return are recalculated for the entire useful life of the instrument, 
namely to maturity. 
The adjustment is recognised as a cost or income in the income statement. 
Measurement at amortised cost is made for receivables, payables, available-for-sale financial assets and 
outstanding securities. 
 
Financial assets and liabilities traded at market conditions are initially recognised at their fair value, which usually 
corresponds to the amount disbursed or paid including, for instruments measured at amortised cost, directly 
attributable transaction costs and commission, such as fees and commission paid to agents, consultants, 
brokers and operators, as well as fees taken by regulatory bodies and the Stock Exchange, transfer duties and 
charges. These costs, which must be directly related to the individual financial asset or liability, impact the 
original effective return and make the effective interest rate associated to the transaction different to the 
contractual interest rate. The costs that the Bank incurs independent to the transaction and those that, although 
specifically attributable to the transaction, are part of standard loan management costs (for example, activities 
related to the disbursement of the loan), are not considered in the calculated of the amortised cost.  
 
With particular regard to loans, the lump-sum reimbursement of the expenses incurred by the Bank for the 
performance of a service must not be recorded as a reduction in the cost of the disbursement of the loan, 
however, as they can be considered as other operating income, the relative costs must be recorded under the 
specific item in the income statement.  
 
The following paragraphs illustrate the decisions, with the exception of those regarding estimates that Company 
Management has taken with regard to the process of application of accounting standards, and which have a 
relevant impact on the amounts recorded in the financial statements. 
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▪ Securitisations 
 
Loans that are the subject of securitisation transactions, concluded prior to the first-time application of 
international accounting standards (F.T.A.) are not recognised in the financial statements as the Bank has 
adopted the optional extension envisaged by IFRS 1, which permits financial assets or liabilities transferred or 
cancelled prior to 1 January 2004 not to be recognised. The relative junior securities have been classified under 
receivables.  
 
 
b) Use of estimates and assumptions in the preparation of the financial statements. Main grounds for 
uncertainty.  
 
The financial crisis, which has progressively been accompanied by an economic crisis, has numerous 
consequences for the company, with particular impact on the process for drawing up financial reports. The high 
volatility of the financial markets that have remained active, the fall in transactions of financial markets that have 
become inactive, combined with the lack of prospects for the future, create specific/particular conditions that 
influence the preparation of the financial statements for the year that has just ended, particularly as regards the 
accounting estimates required for the application of accounting standards, which can have a significant impact 
on the values recorded in the balance sheet and income statement, as well as on the information regarding 
potential assets and liabilities shown in the financial statements.  Producing said estimates implies the use of the 
information available and the adoption of subjective measurements. 
By their nature, estimates and assumptions can change from year to year and, therefore, it is possible that in 
future years, the current values shown in the financial statements may differ significantly following changes in the 
subjective measurements used. Said estimates and measurements are therefore difficult and bring inevitable 
elements of uncertainty, even in a stable macroeconomic scenario.  
The main areas in which the use of subjective measurements by company management is required as are 
follows:  
- the use of valuation models to measure the fair value of financial instruments not quoted in active markets; 
- the quantification of losses due to the impairment of receivables, and in general of other financial assets; 
- the quantification of personnel funds for defined benefit plans. 
 
 
▪ Calculation of fair value 
 
Fair value is the amount at which an asset can be exchanged or a liability extinguished, between 
knowledgeable, willing parties in an arm’s length transaction. 
For financial instruments, the fair value is determined through the use of prices acquired from the financial 
markets, in the case of instruments quoted on active market, or though the use of alternative valuation models, 
for other financial instruments.  
 
• Active markets 
 
The existence of official quotations in an active market is the best proof of fair value and, when such exist, they 
are used to measure the financial asset or liability. 
 
A market is considered active if the quoted prices are readily and regularly available from an exchange, broker, 
industry group, pricing service or regulatory agency and said prices represent actual and regularly occurring 
market transactions made under standard contractual conditions. For financial instruments quoted in active 
markets, the fair value is determined through the use of prices acquired from financial markets.  
If the official quotation in an active market does not exist for a financial instrument in its entirety, but active 
markets exist for its component parts, fair value is determined on the basis of the relevant market prices for the 
component parts. 
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• No Active Markets 
 
In the absence of an active and liquid market, the fair value of financial instruments is usually determined by 
using valuation techniques, the objective of which is to establish what the transaction price would have been on 
the measurement date in an arm’s length transaction motivated by normal business considerations, taking into 
account all of the factors that operators consider when setting a price. 
In particular, if a financial instrument is not traded on an active market, the determination of the fair value id 
based on: 
1) prices regarding recent market transactions between knowledgeable and independent parties; 
2) reference to current market values of substantially identical instruments; 
3) valuation techniques consistent with the pricing methods commonly used in the market. 
 
If the fair value is determined using a valuation technique, the latter should: 
 
- maximise the use of “specific” market parameters, minimising, at the same time, the use of entity specific 

inputs; 
- incorporate all factors that market participants would consider in setting a price. 
 
In particular, the fair value of a financial instrument is based on the following factors, where relevant:  
- the time value of money, i.e. interest at the basic or risk-free rate; 
- credit risk; 
- liquidity risk; 
- the price of equity instruments; 
- the magnitude of future changes in the price of a financial instrument, i.e. the volatility of the same;  
- prepayment risk and surrender risk; 
- foreign currency exchange prices; 
- prices of commodities; 
 
The validity of a valuation technique should be checked and tested periodically, using prices from current market 
transactions in the same instrument or based on any available observable market data. 
 
On 31 October 2008, the IASB Expert Advisory Panel issued a document providing information and regarding 
the measurement of the fair value of financial instruments traded on markets that have become inactive. The 
document is not an accounting standard, but a guide for operators, brought about by a market situation in which 
numerous financial instruments have become illiquid. The guide, therefore, does not set new rules, but provides 
in-depth information with numerous examples, criteria already requested in IAS 39. The guide therefore 
substantially confirms the valuation techniques currently adopted by the Bank. 
 
The nature and number of assumptions used are due to uncertainty regarding fair value estimates, particularly 
with reference to financial instruments with little liquidity. 
 
 
▪ Determination of impairment loss on receivables and available-for-sale financial assets 
 
On the date of the financial statements, financial assets not classified as held for trading or measured at fair 
value are tested to see if there is any objective evidence of impairment that could mean that the book value of 
the asset may not be entirely recoverable.  
A financial asset has suffered impairment and impairment losses must be recognised if and only if there is 
objective evidence of a decrease of future cash flows, with respect to those originally estimated, following one or 
more specific events that have occurred following initial recognition; it must be possible to quantify the loss in a 
reliable way and it must be related to current events. 
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Impairment may also have been caused by the combined effect of different events, rather than just one event.  
Objective evidence that a financial asset or group of financial assets is impaired includes observable data that 
comes to the attention of the holder of the asset about the following events: 
 
a. significant financial difficulties of the issuer or debtor; 
 
b. breach of contract, for example non-performance or failure to pay interest or principal; 
 
 
c. the Bank, for economic or legal reasons relating to the borrower’s financial difficulty, granting to the borrower 

a concession that it would not otherwise consider; 
 
d. it becoming probable that the borrower will enter bankruptcy or other financial reorganisation; 
 
 
e. the disappearance of an active market for that financial asset because of financial difficulties. However, the 

disappearance of an active market due to the fact that the company’s financial instruments are no longer 
publically traded is not evidence of impairment; 

 
f. observable data indicating that there is a measurable decrease in the estimated future cash flows from a 

group of financial assets since the initial recognition of those assets, although the decrease cannot yet be 
identified with the individual financial assets in the group, including: 

 
 

- adverse changes in the payment status of borrowers in the group; or 
 
- national or local economic conditions that correlate with defaults on the assets in the group. 

 
Objective evidence of impairment for an investment in an equity instrument includes information about significant 
changes with an adverse effect that have taken place in the technological, market, economic or legal 
environment in which the issuer operates, and indicates that the cost of the investment in the equity instrument 
may not be recovered. 
 
Measurement of impairment is made on an analytical basis for financial assets for which objective evidence of 
impairment and on a portfolio basis for financial assets for which said objective evidence does not exist or for 
which an analytical valuation has not resulted in a value adjustment. Portfolio valuations are based on identifying 
categories of financial assets with similar risk as regards the characteristics of the borrower/issuer, the economic 
sector, the geographical area, the presence of any guarantees and other relevant factors.  
 
With regard to loans to customers and to banks, loans assigned the status of non-performing, problem and 
restructured according to Bank of Italy definitions are assessed analytically. The amount of the loss of equal to 
the difference between the book value of the loan at the time of assessment (amortised cost) and the present 
value of future cash flows, calculated by applying the original effective interest rate. Future cash flows take into 
account expected recovery times, the presumed realisable value of any guarantees as well as the costs that are 
expected to be incurred to recover the credit exposure. The amount of the loss is recorded in the income 
statement under item 130 a) “Net value adjustments/write-backs on impairment of: loans”. 
Loans for which objective evidence of impairment has not been found on an individual basis, are assessed on a 
portfolio basis. Said assessment is made by categories of similar loans in terms of credit risk, indicating the 
ability of the borrower to repay the sums owed on the basis of contractual terms. The segment drivers used to 
this end are comprised of: Sector of economic activity, geographic location and customer segment (turnover). On 
the basis of the latter, the following main segments of the portfolio are identified:  
 
RETAIL customers, comprised of: 
- Private consumers; 
- Small business; 
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CORPORATE customers, comprised of: 
- Corporations; 
- Financial companies; 
- Institutions (Banks, insurance companies, etc.). 
 
For each portfolio segment, the loss rate is calculated, identifying any possible relevant synergies (as far as 
permitted by legislation), using the approach provided for supervisory purposes by the provisions of the “New 
agreement on Capital” called Basel 2. In particular, the amount of the impairment for the period of each loan 
belonging to a specific standard category is given by the difference between book value and the recoverable 
amount on the assessment date, the latter is determined using the parameters of the calculation model 
envisaged by the new supervisory provisions, represented by the PD (probability of default) and the LGD (loss 
given default). 
If in a subsequent year, the amount of the impairment loss decreases and said decrease can objectively be 
linked to an event that has occurred after the impairment was assessed (such as an improvement in the financial 
solvency of the borrower), the impairment loss recognised previously is written back. The amount written back is 
recognised in the income statement under item 130) “Net value adjustments/write-backs on impairment”. 
 
As regards available-for-sale financial assets, impairment is recorded in the income statement when a reduction 
of fair value has been recognised directly under equity and the above-cited “objective evidence” exists. In these 
cases, the cumulative loss that was recognised directly under equity must be reversed and recognised in the 
income statement, even if the financial asset has not been derecognised. 
The amount of the total loss that is reversed from equity and recognised in the income statement is given by the 
difference between the acquisition cost (net of any repayment to the capital account and amortisation) and the 
current fair value, less any impairment loss on that financial asset recognised previously in the income 
statement. The impairment losses recognised in the income statement for an investment in an equity instrument 
classified as available-for-sale, must not be reversed, and their impact is not being charged to the income 
statement. 
If, in a later period, the fair value of a debt security classified as available-for-sale increases and said increase 
can be objectively linked to an event that occurred after the impairment loss had been recorded in the income 
statement, the impairment loss must be derecognised, and the reversed amount must be recognised in the 
income statement.  
On the contrary, the existence of a negative reserve is not sufficient, per se, to permit recognition of a write-down 
in the income statement. 
The nature and the number of assumptions used to identify impairment factors and to quantify write-downs and 
write-backs represent elements of uncertainty in said estimates.  
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ASSETS 
 
Section 1 
 
Cash and cash equivalents – Item 10 
 
1.1 Cash and cash equivalents: breakdown 

(in thousands of EUR) 

 Total 

31.12.2008 

Total 

31.12.2007 

a) Cash 24,021 24,387 

b) Demand deposits at Central Banks - - 

Total 24,021 24,387 
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Section 2 
 
Financial assets held for trading – Item 20 
 
2.1 Financial assets held for trading: breakdown by type 
 
Items/Amounts 31.12.2008 31.12.2007 

 quoted not quoted quoted not quoted 

A. Cash assets     

1. Debt securities 36,370 73,380 83,407 138,700 

1.1 Structured securities 1 14 27 22 

1.2 Other debt securities 36,369 73,366 83,380 138,678 

2. Equity instruments 111 423 1,364 595 

of which measured at cost - - - - 

3. UCI shares 628 - 3,985 - 

4. Loans - - - - 

4.1 Reverse repurchase agreements - - - - 

4.2 Other - - - - 

5. Impaired assets 483 - - - 

6. Assets sold not derecognised 23,692 45,960 95,615 71,204 

Total (A) 61,284 119,763 184,371 210,499 

B. Derivative instruments     

1. Financial derivatives 1 5,513 - 6,383 

1.1 trading 1 5,513 - 6,383 

1.2 related to the fair value option - - - - 

1.3 other - - - - 

2. Credit derivatives - - - - 

2.1 trading - - - - 

2.2 related to the fair value option - - - - 

2.3 other - - - - 

Total (B) 1 5,513 - 6,383 

Total (A+B) 61,285 125,276 184,371 216,882 
 
The trading book includes cash instruments, purchased mainly in order to obtain short-term profit and derivative contracts 
other than those designated as hedging instruments. Cash assets are classified as quoted or not quoted depending on where 
they are instruments that have, or do not have, a price in an active market. Quoted derivatives only include transactions 
traded in regulated markets. 
 
Within cash assets, at lines 1 “debt securities” and 2 “equity instruments”, the reduction is essential due to the 
reclassifications illustrated in the table 2.4.1 which follows. 



PART B - INFORMATION ON THE BALANCE SHEET 
 

96 

2.2 Financial assets held for trading: breakdown by borrower/issuer 
(in thousands of EUR) 

Items/Amounts Total 

31.12.2008 

Total 

31.12.2007 

A Cash assets   

1. Debt securities 109,750 222,107 

a) Governments and Central Banks 1,557 86,538 

b) Other public authorities 1 2 

c) Banks 105,763 131,742 

d) Other issuers 2,429 3,825 

2. Equity instruments 534 1,959 

a) Banks 11 973 

b) Other issuers: 523 986 

- insurance companies - 12 

- financial companies 23 144 

- non-financial companies 500 830 

- other - - 

3. UCI shares 628 3,985 

4. Loans - - 

a) Governments and Central Banks - - 

b) Other public authorities - - 

c) Banks - - 

d) Other entities - - 

5. Impaired assets 483 - 

a) Governments and Central Banks - - 

b) Other public authorities - - 

c) Banks - - 

d) Other entities - - 

6. Assets sold and not derecognised 69,652 166,820 

a) Governments and Central Banks 13,196 68,620 

b) Other public authorities - - 

c) Banks 50,424 88,428 

d) Other issuers 6,032 9,772 

Total (A) 181,047 394,871 

B. Derivative instruments   

a) Banks 5,191 6,175 

b) Customers 323 208 

Total (B) 5,514 6,383 

Total (A+B) 186,561 401,254 
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2.3 Financial assets held for trading: derivative trading instruments 
 

(in thousands of EUR) 

Type of derivative/underlying assets Interest 
rates 

Currency and 
gold 

Equity 
instruments Receivables Other Total 

31.12.2008 

Total 

31.12.2007
A) Quoted derivatives        

1. Financial derivatives: 1 - - - - 1 - 
with trading of capital 1 - - - - 1 - 

- options purchased - - - - - - - 

- other derivatives 1 - - - - 1 - 

without trading of capital - - - - - - - 

- options purchased - - - - - - - 

- other derivatives - - - - - - - 

2. Credit derivatives: - - - - - - - 

with trading of capital - - - - - - - 

without trading of capital - - - - - - - 

Total A 1 - - - - 1 -

B) Non-quoted derivatives        

1. Financial derivatives: 5,503 10 - - - 5,513 6,383 

with trading of capital 4 10 - - - 14 - 

- options purchased - - - - - - - 

- other derivatives 4 10 - - - 14 - 

without trading of capital 5,499 - - - - 5,499 6,383 

- options purchased 280 - - - - 280 1,342 

- other derivatives 5,219 - - - - 5,219 5,041 

2. Credit derivatives: - - - - - - - 

with trading of capital - - - - - - - 

without trading of capital - - - - - - - 

Total (B) 5,503 10 - - - 5,513 6,383 

Total (A+B) 5,504 10 - - - 5,514 6,383 
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2.4 Financial cash assets held for trading (other than those sold and not derecognised and other than 
impaired assets): annual changes 

31.12.08 
(in thousands of EUR) 

Changes/Underlying assets Debt securities Equity 
instruments UCI shares Loans Total 

A. Opening balance 222,107 1,958 3,985 - 228,050 

B. Increases 382,700 3,270 133 - 386,103 

B.1 Purchases 243,301 3,170 101 - 246,572 

B.2 Positive changes in fair value 357 - - - 357 

B.3 Other changes 139,042 100 32 - 139,174 

C. Decreases 495,057 4,695 3,490 - 503,242 

C.1 Sales 193,059 3,031 3,296 - 199,386 

C.2 Repayments 74,115 - - - 74,115 

C.3 Negative changes in fair value 4,430 610 153 - 5,193 

C.4 Other changes (*) 223,453 1,054 41 - 224,548 

D. Closing balance 109,750 533 628 - 110,911 

  
(*) includes the impact of the transfer of securities (see table 2.4.1) 
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2.4.1 Information on the impact of the transfer of securities (amendment of IAS 39 and IFRS 7 dated 13 
October 2008) 
 

31 12 2008 
(in thousands of EUR) 

Changes/Underlying assets HFT vs L&R 
Banks 

HFT vs L&R 
Customers HFT vs AFS AFS vs L&R 

Banks 
AFS vs L&R 
Customers 

a) fair value on transfer date 47,435 8,600 124,790 29,795 1,496 

b) book value as at 31.12.2008 47,674 8,608 122,170 29,987 1,496 

c) fair value as at 31.12.2008 43,593 7,981 122,170 27,098 1,393 

d) profit/(loss) on transfer date (540) 3 (2,295) (276) - 

e) impact on income statement if 
assets had not been transferred (4,081)  (627) (2,788) - - 

f) impact on shareholders’ equity if 
assets had not been transferred (4,081) (627) - (2,889) (103) 

 
Key: 
HFT: Financial Assets Held For Trading (Item 20 in the Balance Sheet) 
AFS: Available-For-Sale Financial Assets (Item 40 in the Balance Sheet) 
L&R Banks: Loans and Receivables vs Banks (Item 60 in the Income Statement) 
L&R Customers: Loans and Receivables vs Customers (Item 70 in the Income Statement) 
 
 
 
 
In October 2008, following the amendment to IAS 39 and IFRS 7 - “reclassification of financial assets” – made on 13 October 
2008 by the IASB and approved by the European Commission on 15 October with regulation 1004/2008, the Bank made the 
following portfolio reclassifications: 
- the transfer of approximately EUR 56 million in bonds from the trading book to the ‘due from customers’ and due from 

banks’ portfolios; 
- the transfer of approximately EUR 31.3 million in bonds from the ‘available for sale’ portfolio to the ‘due from customers’ 

and due from banks’ portfolios; 
- the transfer of approximately EUR 124.8 million in securities from the trading book to the ‘available for sale’ portfolio.  
 
The transfer took place at the fair value estimated on 1 July 2008 (or on the purchase date if later). The portfolio 
reclassifications were made adopting the new provisions issued by the IASB, applicable only in rare circumstances, such as 
the exception liquidity crisis that hit the world financial markets in 2008. The crisis has also led to a change in the Bank’s time 
horizons for said investments, making the cited reclassifications necessary.  
 
The above table provides the details required by the amended version of IFRS 7. 
 
It should be noted that the Bank’s expectations, in terms of the expected cash flows from the investments are those of 
recovering the full notional value of the investment at maturity and, over the course of the following years, the contractual 
interest rate.  
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SECTION 4 
 
Available-for-sale financial assets – Item 40 
 
4.1 Available-for-sale financial assets: breakdown by type 
 

(in thousands of EUR) 

Items/Amounts 
Total 

31.12.2008 
Total 

31.12.2007 

quoted not quoted quoted not quoted 

1. Debt securities 72,221 46,124 9,463 1,492 

1.1 Structured securities - - 18 - 

1.2 Other debt securities 72,221 46,124 9,445 1,492 

2. Equity instruments 811 5,599 - 2,130 

2.1 Measured at fair value 811 - - - 

2.2 Measured at cost - 5,599 - 2,130 

3. UCI shares - - - - 

4. Loans - - - - 

5. Impaired assets 1,335 - - - 

6. Assets sold and not derecognised 48,393 27,411 16,166 7,410 

Total 122,760 79,134 25,629 11,032 

 
Please refer to the comments below table 2.4.1 
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4.2 Available-for-sale financial assets: breakdown by borrower/issuer 
 
 
 
 

(in thousands of EUR) 

Items/Amounts Total 
31.12.2008 

Total 
31.12.2007 

1. Debt securities 118,345 10,955 

a) Governments and Central Banks 69,710 7 

b) Other public authorities 300 - 

c) Banks 38,740 10,523 

d) Other issuers 9,595 425 

2. Equity instruments 6,410 2,130 

a) Banks 817 6 

b) Other issuers: 5,593 2,124 

- insurance companies - 73 

- financial companies 1,964 1,281 

- non-financial companies 3,629 141 

- other - 629 

3. UCI shares - - 

4. Loans - - 

a) Governments and Central Banks - - 

b) Other public authorities - - 

c) Banks - - 

d) Other entities - - 

5. Impaired assets 1,335 - 

a) Governments and Central Banks - - 

b) Other public authorities - - 

c) Banks - - 

d) Other entities 1,335 - 

6. Assets sold not and written-off 75,804 23,576 

a) Governments and Central Banks 47,807 6,056 

b) Other public authorities - - 

c) Banks 24,966 12,790 

d) Other issuers 3,031 4,730 

Total  201,894 36,661 
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4.5 Available-for-sale financial assets (other than those sold and not derecognised and other than 
impaired assets): annual changes 

31.12.2008 
(in thousands of EUR) 

Items/Amounts Debt securities Equity 
instruments UCI shares Loans Total 

A. Opening balance 10,956 2,130 - - 13,086 

B. Increases 230,647 6,427 - - 237,074 

B.1 Purchases 81,604 5,513 - - 87,117 

B.2 Positive changes in fair value 709 - - - 709 

B.3 Write-backs - - - - - 

- allocated to the income statement - - - - - 

- allocated to shareholders’ equity - - - - - 

B.4 Transfers from other portfolios 123,876 914 - - 124,790 

B.5 Other changes 24,458 - - - 24,458 

C. Decreases 123,258 2,147 - - 125,405 

C.1 Sales 4,361 2,045 - - 6,406 

C.2 Repayments 3,550 - - - 3,550 

C.3 Negative changes in fair value 3,788 102 - - 3,890 

C.4 Write-downs from impairment 2,669 - - - 2,669 

- allocated to the income statement 2,669 - - - 2,669 

- allocated to shareholders’ equity - - - - - 

C.4 Transfers to other portfolios 31,291 - - - 31,291 

C.5 Other changes 77,599 - - - 77,599 

D. Closing balance 118,345 6,410 - - 124,755 
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Section 6 
 
Due from banks – Item 60 
 
6.1 Due from banks: breakdown by type 
 

(in thousands of EUR) 

Type of transaction/Amounts Total 
31.12.2008 

Total 
31.12.2007 

A. Due from Central banks 3,921 15,190 

1. Fixed-term deposits - - 

2. Obligatory reserve 3,921 15,082 

3. Reverse repurchase agreements - - 

4. Other - 108 

B. Due from banks 103,692 37,703 

1. Current accounts and demand deposits 4,010 2,869 

2. Fixed-term deposits 11 14,008 

3. Other loans 1 3 

3.1 Reverse repurchase agreements - - 

3.2 Finance leases - - 

3.3 Other 1 3 

4. Debt securities 60,406 52 

4.1 Structured securities 1,390 - 

4.2 Other debt securities 59,016 52 

5. Impaired assets - - 

6. Assets sold and not derecognised 39,264 20,771 

Total (book value) 107,613 52,893 

Total (fair value) 109,322 52,890 

 
Please refer to comments below table 2.4.1 
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Section 7 
 
Due from customers – Item 70 
 
7.1 Due from customers: breakdown by type 

(in thousands of EUR) 

Type of transaction/Amounts Total 
31.12.2008 

Total 
31.12.2007 

1. Current accounts 499,641 423,419 

2. Reverse repurchase agreements - - 

3. Mortgages 1,102,795 977,451 

4. Credit cards, personal loans and loans on salary 80,223 76,689 

5. Financial leases - - 

6. Factoring - - 

7. Other transactions 292,615 324,887 

8. Debt securities 2,592 11 

8.1 Structured securities - - 

8.2 Other debt securities 2,592 11 

9. Impaired assets 84,602 71,413 

10. Assets sold and not derecognised 24,703 17,552 

Total (book value) 2,087,171 1,891,422 

Total (fair value) 2,073,710 1,957,422 

The ‘due from customers’ portfolio includes all loans to ordinary customers and a part of the banking book 
securities portfolio. 

Banking book bonds corresponding in total at year end to EUR 27.3 million, against 17.6 million at the end of 
2007 are recorded in lines 8 - “debt securities” and 10 -  “assets sold and not derecognised”. The increase is due 
mainly to the transfer of bonds. 

With regard to the portfolio reclassifications made in 2008, please refer to the comments below table 2.4.1.  
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7.2 Due from Customers: breakdown by borrower/issuer 
 

(in thousands of EUR) 

Type of transaction/Amounts Total 
31.12.2008 

Total 
31.12.2007 

1. Debt securities: 2,592 11 

a) Governments - - 

b) Other public authorities - - 

c) Other issuers 2,592 11 

- non-financial companies - - 

- financial companies 2,592 11 

- insurance companies - - 

- other - - 

2. Loans to: 1,975,274 1,802,446 

a) Governments 359 1,008 

b) Other public authorities 6,856 6,766 

c) Other parties 1,968,059 1,794,672 

- non-financial companies 1,246,974 1,118,161 

- financial companies 20,140 20,876 

- insurance companies 71,105 97,303 

- other 629,840 558,332 

3. Impaired assets: 84,602 71,413 

a) Governments - - 

b) Other public authorities - - 

c) Other parties 84,602 71,413 

- non-financial companies 59,712 48,916 

- financial companies 12 35 

- insurance companies - - 

- other 24,878 22,462 

4. Assets sold and not derecognised: 24,703 17,552 

a) Governments - - 

b) Other public authorities - - 

c) Other parties 24,703 17,552 

- non-financial companies - - 

- financial companies 24,703 17,552 

- insurance companies - - 

- other - - 

Total 2,087,171 1,891,422 
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7.3 Due from customers: assets covered by specific hedges 
 (in thousands of EUR) 

Type of transaction/Amounts Total 
31.12.2008 

Total 
31.12.2007 

1. Receivables covered by specific fair value hedges: 232,948 3,845 

a) interest rate risk 232,948 3,845 

b) exchange risk   

c) credit risk - - 

d) other risks - - 

2. Receivables covered by specific cash flow hedges - - 

a) interest rate risk - - 

b) exchange risk - - 

c) other - - 

Total 232,948 3,845 
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Section 8 
 
Hedging Derivatives – Item 80 
 
8.1 Hedging derivatives: breakdown by type of contract and underlying asset 
 
 

Type of derivative/Type of hedge Interest 
rates 

Currency and 
gold 

Equity 
instruments Receivables Other Total 

31.12.2008 

A) Quoted derivatives       

1) Financial derivatives: - - - - - - 

- with trading of capital - - - - - - 

- options issued - - - - - - 

- other derivatives - - - - - - 

- without trading of capital - - - - - - 

- options issued - - - - - - 

- other derivatives - - - - - - 

2) Credit derivatives: - - - - - - 

- with trading of capital - - - - - - 

- without trading of capital - - - - - - 

Total A - - - - - - 

B) Non-quoted derivatives       

1) Financial derivatives: 9,852 - - - - 9,852 

with trading of capital - - - - - - 

- options issued - - - - - - 

- other derivatives - - - - - - 

without trading of capital 9,852 - - - - 9,852 

- options issued 518 - - - - 518 

- other derivatives 9,334 - - - - 9,334 

2) Credit derivatives: - - - - - - 

- with trading of capital - - - - - - 

- without trading of capital - - - - - - 

Total (B) 9,852 - - - - 9,852 

Total (A+B) (31/12/2008) 9,852 - - - - 9,852 

Total (A+B) (31/12/2007) 7,822 - - - - 7,822 
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8.2 Hedging derivatives: breakdown by portfolios hedged and type of hedge (book values) 
31.12.2008 

(in thousands of EUR) 

Transactions/Type of hedge 

Fair Value Cash Flow 

Specific 

Generic Specific Generic 
Interest rate 

risk 
Exchange 

risk Credit risk Price risk Other risks 

1. Available-for-sale financial assets - - - - - - - - 

2. Receivables 243 - - - - - - - 

3. Financial assets held to maturity - - - - - - - - 

4. Portfolio - - - - - - - - 

5. Foreign investment - - - - - - - - 

Total assets 243 - - - - - - - 

1. Financial liabilities 9,609 - - - - - - - 

2. Portfolio - - - - - - - - 

Total liabilities 9,609 - - - - - - - 

1. Expected transactions - - - - - - - - 

 
31.12.2007 

(in thousands of EUR) 

Transactions/Type of hedge 

Fair Value Cash Flow 

Specific 

Generic Specific Generic 
Interest rate 

risk 
Exchange 

risk Credit risk Price risk Other risks 

1. Available-for-sale financial assets - - - - - - - - 

2. Receivables - - - - - - - - 

3. Financial assets held to maturity - - - - - - - - 

4. Portfolio - - - - - - - - 

5. Foreign investment - - - - - - - - 

Total assets - - - - - - - - 

1. Financial liabilities 7,822 - - - - - - - 

2. Portfolio - - - - - - - - 

Total liabilities 7,822 - - - - - - - 

1. Expected transactions - - - - - - - - 
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Section 11 
 
Tangible assets – Item 110 
 
11.1 Tangible assets: breakdown of assets carried at cost 

(in thousands of EUR) 

Assets/Amounts Total 
31.12.2008 

Total 
31.12.2007 

A. Assets for functional use   
1.1 owned 39,865 36,257 
a) land 9,075 9,075 
b) buildings 24,504 20,337 
c) furniture 1,559 1,465 
d) electronic equipment 4,727 5,380 
e) other - - 

1.2 acquired under finance leases - - 
a) land - - 
b) buildings - - 
c) furniture - - 
d) electronic equipment - - 
e) other - - 

Total A 39,865 36,257 
B. Assets held as investments   

2.1 owned 105 107 
a) land 50 50 
b) buildings 55 57 
2.2 acquired under finance leases - - 
a) land - - 
b) buildings - - 

Total B 105 107 
Total (A+B) 39,970 36,364 
 
 
11.1 a Tangible assets: leased property held for investment purposes 
 

(in thousands of EUR) 

Assets/Amounts Total 
31.12.2008 

Total 
31.12.2007 

Leased property held for investment purposes 105 107 
 
Note that the fair value of the property and land, as at 31 December 2008, exceeded its book value. 
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11.3 Tangible assets for functional use: annual changes 
(in thousands of EUR) 

 Land Buildings Furniture Electronic 
equipment Other Total 

31.12.2008 

A. Gross opening balance 9,075 22,863 4,992 18,030 - 54,960 

A.1 Net total impairment - 2,526 3,527 12,650 - 18,703 

A.2 Net opening balance 9,075 20,337 1,465 5,380 - 36,257 

B. Increases       

B.1 Purchases - 4,582 359 2,507 - 7,448 

B.2 Capitalised improvement expenses - - - - - - 

B.3 Write-backs - - - - - - 

B.4 Positive changes in fair value allocated to: - - - - - - 

a) shareholders’ equity - - - - - - 

b) income statement - - - - - - 

B.5 Positive exchange differences - - - - - - 

B.6 Transfer from property held as investments - - - - - - 

B.7 Other changes - -     

C. Decreases       

C.1 Sales - - - - - - 

C.2 Depreciation - 414 264 1,168 - 1,846 

C.3 Value adjustments for impairment - - - - - - 

allocated to:       

a) shareholders’ equity - - - - - - 

b) income statement - - - - - - 

C.4 Negative changes in fair value  - - - - - - 

allocated to:       

a) shareholders’ equity - - - - - - 

b) income statement - - - - - - 

C.5 Negative exchange differences - - - - - - 

C.6 Transfers to: - - - - - - 

a) tangible assets held as investments - - - - - - 

b) assets held for sale - - - - - - 

C.7 Other changes - - 2 1,992 - 1,994 

D. Net closing balance 9,075 24,505 1,558 4,727 - 39,865 

D.1 Total net impairment - 2,940 3,791 13,818 - 20,549 

D.2 Gross closing balance 9,075 27,445 5,349 18,545 - 60,414 

The increase in buildings is almost entirely due to the renovation of Palazzo Pianciani, the Bank’s historic head office, for 
which a contribution of up to a maximum of EUR 4,627 thousand circa was granted by the Regional Authority for seismic 
events. 
Furthermore, a specific application was made to the Ministry for Cultural Heritage and Activities for a further contribution (of 
around 40% of the expenses incurred, estimated at around EUR 5 million). 
As at 31 December 2008, the Bank has received partial disbursements of the contribution, amounting to around EUR 4,164 
thousand. 
The works envisaged in the contract with the contractor, which has been changed following variations to the initial project are 
expected to be completed by 30  June 2009. 
Palazzo Pianciani has been declared to be of particularly important artistic and historic interest by the Ministry for Cultural 
Heritage and Activities and is therefore covered by provisions for its protection contained in Legislative Decree 42/2004. 
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During the course of fiscal year 2008, following the periodic verification of the useful life of tangible assets subject to 
deterioration, the Board Directors, also based on a survey carried out by an independent third party, decided that a review of 
the economic-technical life of the building used for functional purposes was necessary. Consequently, the relative annual 
rate of depreciation was changed for the future, in line with the provisions of IAS 8. 
The above-cited review of the estimate led to a lower amount of depreciation, amounting to around EUR 240 thousand 
(before the theoretical tax effect) being recorded in the 2008 income statement with respect to the previous year. 
 
 
11.4 Tangible assets held for investment purposes: changes 

(in thousands of EUR) 

 Total 31.12.2008 Total 31.12.2007 

 Land Buildings Land Buildings 

A. Gross opening balance 50 70 - - 

A.1 Net total impairment - 13 - - 

A.2 Net opening balance 50 70 - - 

B. Increases     

B.1 Purchases - - - - 

B.2 Capitalised improvement expenses - - - - 

B.3 Positive changes in fair value - - - - 

B.4 Write-backs - - - - 

B.5 Positive exchange differences - - - - 

B.6 Transfer from property for functional use - - 50 60 

B.7 Other changes - - - - 

C. Decreases     

C.1 Sales - - - - 

C.2 Depreciation - 2 - 3 

C.3 Negative changes in fair value  - - - - 

C.4 Value adjustments for impairment - - - - 

C.5 Negative exchange differences - - - - 

C.6 Transfers to: - - - - 

a) property for functional use - - - - 

b) Non-current assets held for sale - - - - 

C.7 Other changes - - - - 

D. Net closing balance 50 55 50 57 

D.1 Total net impairment - 15 - 13 

D.2 Gross closing balance 50 70 50 70 

E. Fair value measurement 50 55 50 57 
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11.5 Commitments for purchase of tangible assets 
 

(in thousands of EUR) 

Assets/Amounts Total 
31.12.2008 

Total 
31.12.2007 

Commitments for purchase of tangible assets 4,487 2,426 
 
On 20 May 2005, a tender for restoration works, damage repair and functional restoration of Palazzo Pianciani, 
the Bank’s historic head office, damaged in the 1997 earthquake, was awarded, in implementation of the 
provisions of Law 61/98, Regional Law no. 30/98 and Regional Decree no. 5180/98.  
The total amount of the works, following variations made to the initial project, is estimated to be around EUR 17 
million; as at 31 December 2008, the investments incurred and relative to said works is around EUR 13 million.  
On the Bank’s request, on 4 July 2005, the Umbrian Regional Authority granted a contribution for seismic 
events, as illustrated in section 11.3. 
 
 
11.6 Tangible assets: depreciation rates 
 

Main categories of tangible assets % 

Land and works of art 0% 
Buildings 3% 
Furniture and furnishings 12% 
Alarm and video systems 30% 
Electronic and ordinary office equipment 20% 
Fixtures 15% 
Motor vehicles 25% 
Various equipment 12% 
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Section 12 
 
Intangible assets – Item 120 
 
12.1 Intangible assets: breakdown by asset type 

(in thousands of EUR) 

Assets/Amounts Total 
31.12.2008 

Total 
31.12.2007 

 Fixed term Not fixed 
term Fixed term Not fixed 

term 

A.1 Goodwill - - - - 

A.2 Other intangible assets 161 - 109 - 

A.2.1. Assets valued at cost: 161 - 109 - 

a) Intangible assets generated internally - - - - 

b) Other assets 161 - 109 - 

A.2.2 Assets measured at fair value: - - - - 

a) Intangible assets generated internally - - - - 

b) Other assets - - - - 

Total 161 - 109 - 
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12.2 Intangible assets: annual changes 
(in thousands of EUR) 

 Goodwill 

Other intangible assets: 
generated internally 

Other intangible assets: 
other Total 

31.12.2008 
Fixed Not fixed Fixed Not fixed 

A. Gross opening balance - - - 476 - 476 

A.1 Net total impairment - - - 367 - 367 

A.2 Net opening balance - - - 109 - 109 

B. Increases:       

B.1 Purchases - - - 105 - 105 
B.2 Increases in internal intangible assets - - - - - - 
B.3 Write-backs - - - - - - 
B.4 Positive changes in fair value allocated to: - - - - - - 

- shareholders’ equity - - - - - - 
- income statement - - - - - - 

B.5 Positive exchange differences - - - - - - 
B.6 Other changes - - - - - - 

C. Decreases       

C.1 Sales - - - - - - 
C.2 Value adjustments  - - - 53 - 53 

- Amortisation - - - 53 - 53 
- Write-downs - - - - - - 

- shareholders’ equity - - - - - - 
- income statement - - - - - - 

C.3 Negative changes in fair value: - - - - - - 
- on shareholders’ equity - - - - - - 
- on income statement - - - - - - 

C.4 Transfers to non current assets held for 
sale - - - - - - 

C.5: Negative exchange differences - - - - - - 
C.6 Other changes - - - - - - 

Separations - - - - - - 

IFRS5 discontinuing operations - - - - - - 

D. Net closing balance - - - 161 - 161 

D.1 Total net impairment - - - 420 - 420 

E Gross closing balance - - - 581 - 581 

F. Cost - - - 161 - 161 

 
 
12.3 Intangible assets: amortisation percentages 
 

Main categories of intangible assets % 

Software 20% 
Concessions and other licenses 20% 
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Section 13 
 
Tax assets and tax liabilities - Item 130 under assets and item 80 under liabilities 
 
13.1 Deferred tax assets: breakdown 

(in thousands of EUR) 

Items/Amounts Total 
31.12.2008 

Total 
31.12.2007 

Receivables (including securitisations) 6,663 4,298 

Pluriannual charges 1,789 242 

Entertainment expenses 54 78 

Personnel charges 79 79 

Valuation reserve 1,272 - 

Other 252 1,854 

Gross deferred tax assets 10,109 6,551 

Offset by deferred tax liabilities - - 

Net deferred tax assets 10,109 6,551 

 
 
 
 
13.2 Deferred tax liabilities: breakdown 

(in thousands of EUR) 

Items/Amounts Total 
31.12.2008 

Total 
31.12.2007 

Personnel charges 544 590 

Other 98 127 

Gross deferred tax liabilities 642 717 

Offset by deferred tax assets - - 

Net deferred tax liabilities 642 717 
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13.3 Changes in prepaid taxes (with corresponding entry in the income statement) 
 

(in thousands of EUR) 
 Total 

 31.12.2008 31.12.2007 

1. Initial amount 6,551 8,593 

2. Increases 2,360 2,033 

2.1 Prepaid taxes recognised during the year 2,156 2,033 

a) relative to previous years - - 

b) due to changes in accounting criteria - - 

c) write-backs - - 

d) other 2,156 2,033 

2.2 New taxes or increases in tax rates - - 

2.3 Other increases 204 - 

3. Decreases 73 4,075 

3.1 Prepaid taxes cancelled during the year - - 

a) reallocations - - 

b) write-downs due to irrecoverability - - 

c) changes in accounting criteria - - 

3.2 Decreases in tax rates - 1,093 

3.3 Other decreases 73 2,982 

4. Final amount 8,838 6,551 

 
 
 
13.4 Changes in deferred taxes (with corresponding entry in the income statement) 
 

(in thousands of EUR) 
 Total 

 31.12.2008 31.12.2007 

1. Initial amount 717 1,496 

2. Increases - - 

2.1 Deferred taxes recognised during the year - - 

a) relative to previous years - - 

b) due to changes in accounting criteria - - 

c) other - - 

2.2 New taxes or increases in tax rates - - 

2.3 Other increases - - 

3. Decreases 74 779 

3.1 Deferred taxes cancelled during the year - - 

a) reallocations - - 

b) changes in accounting criteria - - 

c) other - - 

3.2 Decreases in tax rates - 143 

3.3 Other decreases 74 636 

4. Final amount 643 717 
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13.5 Changes in prepaid taxes (with corresponding entry under shareholders’ equity) 
 

(in thousands of EUR) 
 Total 

 31.12.2008 31.12.2007 

1. Initial amount - - 

2. Increases 1,272 - 

2.1 Prepaid taxes recognised during the year - - 

a) relative to previous years - - 

b) due to changes in accounting criteria - - 

c) other - - 

2.2 New taxes or increases in tax rates - - 

2.3 Other increases 1,272 - 

3. Decreases - - 

3.1 Prepaid taxes cancelled during the year - - 

a) reallocations - - 

b) write-downs due to irrecoverability - - 

c) changes in accounting criteria - - 

3.2 Decreases in tax rates - - 

3.3 Other decreases - - 

4. Final amount 1,272 - 
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13.7 Current tax assets 
(in thousands of EUR) 

Items/Amounts Total 
31.12.2008 

Total 
31.12.2007 

Advance payment of IRES 8,552 7,649 

Advance payment of IRAP 3,105 2,924 

Other tax credit and withholding tax paid - - 

Gross current tax assets 11,657 10,573 

Offset by current tax liabilities - - 

Net current tax assets 11,657 10,573 

 
 
 
13.7 Current tax liabilities 

(in thousands of EUR) 

Items/Amounts Total 
31.12.2008 

Total 
31.12.2007 

Liabilities for IRES 8,204 7,212 

Liabilities for IRAP 3,653 3,148 

Other liabilities for current income tax - - 

Gross current tax liabilities 11,857 10,360 

Offset by current tax assets - - 

Net current tax liabilities 11,857 10,360 

 
Given the estimated taxable income for the purposes of IRES as at 31 December 2008 (see Section C), a debt for tax 
consolidation to the majority shareholder Spoleto Credito e Servizi of EUR 8,204 thousand has been recorded. 
Said debt has been recognised autonomously under Current tax liabilities and has not been offset by credit of a similar 
nature, recognised in the current year and amounting to EUR 8,552. 
Said credit results from amounts paid by way of an advance during the course of 2008 to the majority shareholder Spoleto 
Credito e Servizi Società Cooperativa, with regard to the contract for tax consolidation drawn up with the same majority 
shareholder.  
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Section 15 
 
Other assets – Item 160 
 
15.1 Other assets: breakdown 
 

 Total 
31.12.2008 

Total 
31.12.2007 

Amounts due from the Inland Revenue and other tax authorities 8,459 6,247 

Assets represented by gold, silver and precious metals 6 6 

Transit items between Branches 100 9 

Items under processing 47,785 61,356 

Improvements and additional expenses to third party assets 
other than those included under tangible assets 1,109 672 

Prepayments not pertaining to a specific item 452 252 

Other 5,169 3,457 

Total 63,080 71,999 
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LIABILITIES 
 
Section 1 
 
Due to banks – Item 10 
 
1.1 Due to banks: breakdown by type 

(in thousands of EUR) 

Type of transaction/Amounts Total 
31.12.2008 

Total 
31.12.2007 

1. Due to central banks - - 

2. Due to banks 36,219 107,306 

2.1 Current accounts and demand deposits 12,302 5,844 

2.2 Fixed term deposits 22,791 100,170 

2.3 Loans 1,126 1,292 

2.3.1 Finance leases - - 

2.3.2 Other 1,126 1,292 

2.4 Debts for commitments to repurchase own equity instruments - - 

2.5 Liabilities from assets sold and not derecognised from the accounts - - 

2.5.1 Repurchase agreements - - 

2.5.2 Other - - 

2.6 Other amounts due - - 

Total 36,219 107,306 

Fair value 36,366 107,306 
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Section 2 
 
Due to customers – Item 20 
 
2.1 Due to customers: breakdown by type 
 

(in thousands of EUR) 

Type of transaction/Amounts Total 
31.12.2008 

Total 
31.12.2007 

1. Current accounts and demand deposits 1,235,292 978,420 

2. Fixed-term deposits 70,228 81,852 

3. Third party funds under administration 104 169 

4. Loans - - 

4.1 Finance leases - - 

4.2 Other - - 

5. Debts for commitments to repurchase own equity instruments - - 

6. Liabilities from assets sold and not derecognised from the accounts 211,792 233,953 

6.1 Repurchase agreements 211,792 233,953 

6.2 Other - - 

7. Other amounts due 191 250 

Total 1,517,607 1,294,644 

Fair value 1,516,608 1,294,387 
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Section 3 
 
Outstanding securities – Item 30 
 
3.1 Outstanding securities: breakdown by type 
 

(in thousands of EUR) 

Type of security/Amounts 
Total 

31.12.2008 
Total 

31.12.2007 

Book value Fair value Book value Fair value 

A. Quoted securities 143,838 143,838 143,732 143,732 

1. Bonds 143,838 143,838 143,732 143,732 

1.1 Structured  - - - - 

1.2 Other  143,838 143,838 143,732 143,732 

2. Other securities - - - - 

1.1 Structured  - - - - 

1.2 Other  - - - - 

A. Unquoted securities 763,740 760,200 704,369 707,642 

1. Bonds 734,962 731,422 666,525 669,798 

1.1 Structured  48,609 48,942 48,840 49,786 

1.2 Other  686,353 682,480 617,685 620,012 

2. Other securities 28,778 28,778 37,844 37,844 

1.1 Structured  - - - - 

1.2 Other  28,778 28,778 37,844 37,844 

Total 907,578 904,038 848,101 851,374 
 
 
 
3.1.a Outstanding securities: details of structured liabilities 

(in thousands of EUR) 

Items/amounts Total 
31.12.2008 

Total 
31.12.2007 

Inflation linked 48,609 48,840 
Total 48,609 48,840 
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3.2 Details of item 30 “Outstanding securities”: subordinate instruments 
 
 

Type/Item Issue date Maturity date Currency Rate Book balance 
     31.12.2008 31.12.2007 
O.BPS SUB.TV% 06/09 28.06.2002 28.06.2009 EUR Floating 30,013 30,014 
O.BPS 30/12/2009 TV 30.12.2004 30.12.2009 EUR Floating 3,001 6,001 
O.BPS 7/12/05 SUB TV 07.12.2005 07.12.2015 EUR Floating 30,058 30,073 
O.BPS 04/18 TV SUB 15.04.2008 15.04.2018 EUR Floating 8,331 - 
O.BPS 18/04/18 TV 18.04.2008 18.04.2018 EUR Floating 11,007 - 
Total 82,410 66,088 
 
 
 
 
 
3.3 Details of item 30 “Outstanding securities”: instruments covered by specific hedges 
 
Type of transaction/Amounts Total 

31.12.2008 
Total 

31.12.2007 
1. Instruments covered by specific fair value hedges: 264,868 354,354 

a) interest rate risk 264,868 354,354 

b) exchange risk - - 

c) other risks - - 

2. Instruments covered by specific cash flow hedges: - - 

a) interest rate risk - - 

b) exchange risk - - 

c) other - - 

Total 264,868 354,354 
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Section 4 
 
Financial trading liabilities – Item 40 
 
4.1 Financial trading liabilities: breakdown by type 
 
 

(in thousands of EUR) 

Type of transaction/Amounts 

Total 
31.12.2008 

Total 
31.12.2007 

NV 
FV 

FV* NV 
FV 

FV* 
Q NQ Q NQ 

A. Cash liabilities         

1. Due to banks - - - - - - - - 

2. Due to customers - - - - - - - - 

3. Debt securities - - - - - - - - 

3.1 Bonds - - - - - - - - 

3.1.1 Structured - - - - - - - - 

3.1.2 Other bonds - - - - - - - - 

3.2 Other securities - - - - - - - - 

3.1.1 Structured - - - - - - - - 

3.1.2 Other - - - - - - - - 

Total A - - - - - - - - 

B. Derivative instruments         

1. Financial derivatives - - 1,955 - - - 3,189 - 

1.1 Trading - - 1,955 - - - 3,189 - 
1.2 Related to the fair value 
option - - - - - - - - 

1.3 Other - - - - - - - - 

2. Credit Derivatives - - - - - - - - 

2.1 Trading - - - - - - - - 
2.2 Related to the fair value 
option - - - - - - - - 

2.3 Other - - - - - - - - 

Total B - - 1,955 - - - 3,189 - 

Total (A+B) - - 1,955 - - - 3,189 - 

 
FV = fair value 
FV* = fair value calculated excluding changes in value due to changes in the credit rating of the issuer with respect to the 
issue date 
NV = nominal value or notional value 
Q = quoted 
NQ = not quoted 
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4.4 Financial trading liabilities: derivative instruments 
(in thousands of EUR) 

Type of derivative/underlying assets Interest 
rates 

Currency and 
gold 

Equity 
instruments Receivables Other Total 

31.12.2008 
Total 

31.12.2007 

A) Quoted derivatives        

1) Financial derivatives: - - - - - - - 

- with trading of capital - - - - - - - 

- options issued - - - - - - - 

- other derivatives - - - - - - - 

- without trading of capital - - - - - - - 

- options issued - - - - - - - 

- other derivatives - - - - - - - 

2) Credit derivatives: - - - - - - - 

- with trading of capital - - - - - - - 

- without trading of capital - - - - - - - 

Total A - - - - - - -

B) Non-quoted derivatives        

1) Financial derivatives: 1,926 29 - - - 1,955 3,189 

- with trading of capital 95 29 - - - 124 - 

- options issued 91 - - - - 91 - 

- other derivatives 4 29 - - - 33 - 

- without trading of capital 1,831 - - - - 1,831 3,189 

- options issued 97 - - - - 97 162 

- other derivatives 1,734 - - - - 1,734 3,027 

2) Credit derivatives: - - - - - - - 

- with trading of capital - - - - - - - 

- without trading of capital - - - - - - - 

Total B 1,926 29 - - - 1,955 3,189 

Total (A+B) 1,926 29 - - - 1,955 3,189 
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Section 6 
 
Hedging derivatives – Item 60 
 
6.1 Hedging derivatives: breakdown by type of contract and underlying asset 

(in thousands of EUR) 

Type of derivative/underlying asset Interest 
rates 

Currency and 
gold 

Equity 
instruments Receivables Other Total 

A) Quoted derivatives       

1) Financial derivatives: - - - - - - 

- with trading of capital - - - - - - 

- options issued - - - - - - 

- other derivatives - - - - - - 

- without trading of capital - - - - - - 

- options issued - - - - - - 

- other derivatives - - - - - - 

2) Credit derivatives: - - - - - - 

- with trading of capital - - - - - - 

- without trading of capital - - - - - - 

Total A - - - - - - 

B) Non-quoted derivatives       

1) Financial derivatives: 17,995 - - - - 17,995 

- with trading of capital - - - - - - 

- options issued - - - - - - 

- other derivatives - - - - - - 

- without trading of capital 17,955 - - - - 17,995 

- options issued - - - - - - 

- other derivatives 17,995 - - - - 17,995 

2) Credit derivatives: - - - - - - 

- with trading of capital - - - - - - 

- without trading of capital - - - - - - 

Total (B) 17,995 - - - - 17,995 

Total (A+B) (31/12/2008) 17,995 - - - - 17,995 

Total (A+B) (31/12/2007) 7,936 - - - - 7,936 
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6.2 Hedging derivatives: breakdown by portfolios hedged and type of hedge 
31.12.2008 

(in thousands of EUR) 

Transactions/Type of hedge 

Fair Value  Cash Flow 

Specific 

Generic Specific Generic 
Interest rate 

risk 
Exchange 

risk Credit risk Price risk Other risks 

1. Available-for-sale financial assets - - - - - - - - 

2. Receivables 15,748 - - - - - - - 

3. Financial assets held to maturity - - - - - - - - 

4. Portfolio - - - - - - - - 

Total assets 15,748 - - - - - - - 

1. Financial liabilities 2,247 - - - - - - - 

2. Portfolio - - - - - - - - 

Total liabilities 2,247 - - - - - - - 

 
31.12.2007 

(in thousands of EUR) 

Transactions/Type of hedge 

Fair Value Cash Flow 

Specific 

Generic Specific Generic 
Interest rate 

risk 
Exchange 

risk Credit risk Price risk Other risks 

1. Available-for-sale financial assets - - - - - - - - 

2. Receivables 102 - - - - - - - 

3. Financial assets held to maturity - - - - - - - - 

4. Portfolio - - - - - - - - 

Total assets 102 - - - - - - - 

1. Financial liabilities 7,834 - - - - - - - 

2. Portfolio - - - - - - - - 

Total liabilities 7,834 - - - - - - - 
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Section 8 
 
Tax liabilities – Item 80 
 
See section 13 under assets 
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Section 10 
 
Other liabilities – Item 100 
 
10.1 Other liabilities: breakdown 

(in thousands of EUR) 

 Total 
31.12.2008 

Total 
31.12.2007 

Amounts due to the Inland Revenue and other tax authorities 9,266 5,690 

Amounts available to customers 5,161 14,748 

Other amounts due to personnel 5,645 13,658 

Transit items between Branches 111 - 

Items under processing 31,918 36,343 

Amounts due for payments of goods and services 4,166 4,232 

Payments to the capital account “Palazzo Pianciani” 4,167 4,167 

Accrued liabilities not pertaining to a specific item 131 1 

Deferred income not pertaining to a specific item 1,149 1,268 

Other 1,683 1,157 

Total 63,397 81,264 
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Section 11 
 
Staff termination indemnity – Item 110 
 
11.1 Staff termination indemnity: annual changes 
 

(in thousands of EUR) 
 Total 

31.12.2008 
Total 

31.12.2007 

A. Opening balance 12,823 11,126 

B. Increases 608 2,010 

B.1 Provisions for the year 608 1,943 

B.2 Other increases - 67 

C. Decreases 1,476 313 

C.1 Amounts paid out 1,409 313 

C.2 Other decreases 67 - 

D. Closing balance 11,955 12,823 
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Section 12 
 
Provisions for risks and charges – Item 120 
 
12.1 Provisions for risks and charges: breakdown 

(in thousands of EUR) 
Items/Amounts Total 

31.12.2008 
Total 

31.12.2007 

1. Company pension funds - -

2. Other provisions for risks and charges 5,559 6,217

2.1 legal disputes 4,662 4,779

2.2 indemnities for financial advisors 582 533

2.3 other 315 905

Total 5,559 6,217

 
Legal disputes 
This item encompasses provisions for probable liabilities related to ordinary law suits of varying nature with 
customers or employees (43% of the item) and for revocatory action (57%). 
 
With regard to said liabilities, the Bank makes an estimate of the indemnity on the basis of factors related to the 
individual position, also taking into account the outcome of similar transactions made in the past (for example on 
for revocatory action); in any event, the amount that may be needed to extinguish said liabilities and the time 
needed to close the case are uncertain, and are related to the type of liability. 
 
Indemnities for financial advisors 
This item includes provisions for liabilities regarding additional customer expenses and expenses to terminate 
contracts, to be paid to existing financial advisors in the event of the termination of the same according to law. 
With reference to said liabilities, the Bank estimates the indemnity on the basis of the provisions of the civil code 
and Assoreti circulars regarding the topic. In any event, the actual amount of the indemnity and the timeframe 
are uncertain, and are related to the uncertainty that the conditions leading to the termination of said financial 
advisors will arise.  
 
Other 
This item includes provisions for probably liabilities of residual importance; the considerations made above are 
also valid in this case.  
 
The above-mentioned liabilities are discounted each year on the basis of an estimated time horizon; an estimate 
of the theoretical payment timing is made on the basis of historic average data. 
 
Potential liabilities 
As at the date of these financial statements, there are no large potential liabilities for which we feel information 
should be provided. 
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12.2 Provisions for risks and charges: annual changes 
(in thousands of EUR) 

 
Items/Components 

Total 
31.12.2008 

Total 
31.12.2007 

Pension 
funds 

Other 
funds 

Pension 
funds 

Other 
funds 

A. Opening balance - 6,217 - 9,117 

B. Increases - 1,930 - 1,481 

B.1 Provisions for the year - 1,930 - 1,481 

B.2 Changes due to the elapsing of time - - - - 

B.3 Changes due to discount rate adjustments - - - - 

B.4 Other changes - - - - 

C. Decreases - 2,588 - 4,381 

C.1 Use during the year - 2,588 - 3,139 

C.2 Changes due to discount rate adjustments - - - - 

C.3 Other changes - - - 1,242 

D. Closing balance - 5,559 - 6,217 
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12.3 Defined benefit company pension funds 
 
12.3.1 Illustration of funds 
 
12.3.2 Changes during the year in funds and in Staff Termination Indemnity (TFR) 
 
 

(in thousands of EUR) 

Items/Amounts 

Total 
31.12.2008 

Total 
31.12.2007 

Defined benefit company 
pension funds 

TFR 

Defined benefit company 
pension funds 

TFR 
Internal 
plans 

Internal 
plans 

Internal 
plans 

Internal 
plans 

Opening balance - - 12,823 - - 11,126 

Increases - - 608 - - 2,010 

Social security cost of current service - - - - - 35 
Financial charges - - 608 - - 581 
Payments to the plan by participants - - - - - - 
Actuarial losses - - - - - 1,327 
Negative exchange differences - - - - - - 
Social security cost of past service - - - - - - 
Other changes - - - - - 67 

Decreases - - 1,476 - - 313 

Indemnities paid - - 1,409 - - 313 
Actuarial gains - - - - - - 
Positive exchange differences - - - - - - 
Impact of reductions of the fund - - - - - - 
Impact of extinctions of the fund - - - - - - 
Other changes - - 67 - - - 

Closing balance - - 11,955   12,823 
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12.3.4 Reconciliation of present value of TFR funds, present value of plan assets and assets and 
liabilities recognised in the balance sheet 
 

 (in thousands of EUR) 

Items/Amounts 

Total 
31.12.2008 

Total 
31.12.2007 

Total 
31.12.2006 

Total 
31.12.2005 

Total 
31.12.2004 

TFR TFR TFR TFR TFR 

Present value of obligations of 
defined benefits (+) 12,518 12,899 12,420 12,552 10,870 

Fair value of plan assets (-) - - - - - 

Fund status 12,518 12,899 12,420 12,552 10,870 
Cumulative actuarial gains/losses not 
recognised (+/-) (563) (76) (1,294) (2,111) (910) 

Social security cost of past service 
not recognised (-) - - - - - 

Effect resulting from the limit to the 
recognition of assets - - - - - 

Fair value of assets recoverable from 
third parties (-) - - - - - 

Assets recognised in the balance 
sheet - - - - - 
Liabilities recognised in the 
balance sheet 11,955 12,823 11,126 10,411 9,960 

 
 
 
12.3.5 Main actuarial assumptions used 
 

(in thousands of EUR) 

Main actuarial 
assumptions/Percentages 

Total 
31.12.2008 

Total 
31.12.2007 

Defined benefit company 
pension funds 

TFR 

Defined benefit company 
pension funds 

TFR 
Internal 
plans 

Internal 
plans 

Internal 
plans 

Internal 
plans 

Discount rate (first year) - - 2.27% - - 4.72% 

Rate of return expected from plan 
assets - - - - - - 

Rates expected for pay increases - - 1.8-2.8% - - 1.8-2.8% 
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Section 14 
 
Company capital – Items 130, 150, 160, 170, 180, 190 and 200 
 
14.1 Company capital: breakdown 

(in thousands of EUR) 

Items/Amounts Total 
31.12.2008 

Total 
31.12.2007 

1. Share capital 62,137 62,137 

2. Share premium reserve 67,934 67,934 

3. Reserves 30,024 28,082 

4. (Own shares) (222) - 

5. Valuation reserves (3,170) (1,256) 

6. Capital instruments - - 

7. Profit (loss) for the year 10,621 10,580 

Total 167,324 167,477 

 
 
14.2 “Share capital” and “Own shares”: breakdown 
 
14.2.a Share capital: breakdown 

(in thousands of EUR) 

Items/Amounts 

31.12.2008 31.12.2007 

Unit 
nominal 
value 

Nominal 
value of fully 

paid-up 
shares 

Nominal value of not 
fully paid-up shares Unit 

nominal 
value 

Nominal 
value of 

fully paid-
up shares 

Nominal value of not 
fully paid-up shares 

Paid-up Not paid-
up Paid-up Not paid-

up 

Ordinary shares 2.84 62,137 - - 2.84 62,137 - - 

Preference 
shares - - - - - - - - 

Savings shares - - - - - - - - 

Total share 
capital  62,137    62,137   

 
 
14.2.b Own shares: break down 

(in thousands of EUR) 
Items/Amounts 31.12.2008 31.12.2007 
 Nominal value Book value Nominal value Book value 
Ordinary shares 103 (222) - - 
Preference shares - - - - 
Savings shares - - - - 
Total share capital 103 (222) - - 
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14.3 Capital – Number of company shares: annual changes 
(number of shares) 

Items/Type 
31.12.2008 31.12.2007 

Ordinary Other Ordinary Other 

A. Number of shares at beginning of year 21,879,190 - 21,879,190 - 

- fully paid-up 21,879,190 - 21,879,190 - 

- not fully paid-up - - - - 

A.1 Own shares (-) - - - - 

A.2 Shares in circulation: opening balance 21,879,190 - 21,879,190 - 

B. Increases 15 - - - 

B.1 New issues - - - - 

- against payment: - - - - 

- business combinations - - - - 

- bond conversions - - - - 

- warrant exercises - - - - 

- other - - - - 

- on a free basis: - - - - 

- in favour of employees - - - - 

- in favour of directors - - - - 

- other - - - - 

B.2 Sale of own shares 15 - - - 

B.3 Other changes - - - - 

C. Decreases 36,457 - - - 

C.1 Cancellation - - - - 

C.2 Purchase of own shares 36,457 - - - 

C.3 Sale of companies - - - - 

C.4 Other changes - - - - 

D. Shares in circulation: closing balance 21,842,748 - 21,879,190 - 

D.1 Own shares (+) 36,442 - - - 

D.2 Number of shares at end of year     

- fully paid-up 21,879,190 - 21,879,190 - 

- not fully paid-up - - - - 
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14.5 Reserve from profits: other information 
 
14.5a: Reserve from profits: 

(in thousands of EUR) 

Items/Components Total 
31.12.2008 

Total 
31.12.2007 

1. Legal reserve 8,894 8,364 

2. Extraordinary reserve 25,508 24,532 

3. Reserve under Legislative Decree 124/93 94 94 

4. Reserve for own shares – available 1,000 775 

5. Reserve for Charity 212 - 

6. Reserve IAS 39 Finance FTA (1,382) (1,382) 

7. Reserve IAS 39 Receivables FTA (4,538) (4,538) 

8. Reserve IAS 16 Impact of Land FTA - - 

9. Reserve IAS FVO FTA - - 

10. Reserve IAS 19 FTA 2,499 2,499 

11. Reserve IAS 37 FTA 154 154 

12. Reserve IAS 38 FTA (4,843) (4,843) 

13. Reserve for profits carried forward 2,426 2,425 

Total 30,024 28,081 

 
 
14.7 Valuation Reserves: breakdown 

(in thousands of EUR) 

Items/Components Total 
31.12.2008 

Total 
31.12.2007 

1. Available-for-sale financial assets (3,339) (1,425) 

2. Tangible assets - - 

3. Intangible assets - - 

4. Foreign investment hedges - - 

5. Cash flow hedges - - 

6. Exchange differences - - 

7. Non-current assets held for sale - - 

8. Special revaluation laws 169 169 

Total (3,170) (1,256) 
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14.8 Valuation reserves: annual changes  

31.12.2008 
(in thousands of EUR) 

 

Available-
for-sale 
financial 
assets 

Tangible 
assets 

Intangible 
assets 

Foreign 
investment 

hedges 

Cash flow 
hedges 

Exchange 
differences 

Non-
current 

assets held 
for sale 

Special 
revaluation 

laws 

A. Opening balance (1,425) - - - - - - 169 

B. Increases 4,978 - - - - - - - 

B.1 Increases in fair value 761 - - - - - - - 

B.2 Other changes 4,217 -  - - - - - 

C. Decreases 6,892 - - - - - - - 

C.1 Decreases in fair value 6,888 - - - - - - - 

C.2 Other changes 4 - - - - - - - 

D. Closing balance (3,339) - - - - - - 169 

 
 
 
 

31.12.2007 
(in thousands of EUR) 

 

Available-
for-sale 
financial 
assets 

Tangible 
assets 

Intangible 
assets 

Foreign 
investment 

hedges 

Cash flow 
hedges 

Exchange 
differences 

Non-
current 

assets held 
for sale 

Special 
revaluation 

laws 

A. Opening balance (258) 169 - - - -  - 

B. Increases 475 - - - - - - 169 

B.1 Increases in fair value - - - - -   - 

B.2 Other changes 475 - - - - -  169 

C. Decreases 1,642 169 - - - - - - 

C.1 Decreases in fair value 1,642 - - - -    

C.2 Other changes - 169 - - - -  - 

D. Closing balance (1,425) - - - - - - 169 
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14.9 Valuation reserves of available-for-sale financial assets: breakdown  
 

Assets/Amounts 

Total 
31.12.2008 

Total 
31.12.2007 

Positive reserve Negative 
reserve Positive reserve Negative 

reserve 

1. Debt securities - (3,270) 490 (1,915) 

2. Equity instruments - (69) - - 

3. UCI Shares - - - - 

4. Loans - - - - 

Total - (3,339) 490 (1,915) 
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14.10 Valuation reserve of available-for-sale financial assets: annual changes  
 

31.12.2008 
(in thousands of EUR) 

 Debt 
securities 

Equity 
instruments UCI shares Loans Total 

1. Opening balance (1,425) - - - (1,425) 

2. Positive changes 4,945 33 - - 4,978 

2.1 Increases in fair value 761 - - - 761 

2.2 Reallocation to income statement of negative reserves: 3,047 - - - 3,047 

- from impairment 2,889 - - - 2,889 

- from disposal 158 - - - 158 

2.3 Other changes 1,137 33 - - 1,170 

3. Negative changes 6,790 102 - - 6,892 

3.1 Decreases in fair value 6,786 102 - - 6,888 

3.2 Adjustments for impairment - - - - - 

3.3 Reallocation to income statement of positive reserves: 
from disposals 4 - - - 4 

3.4 Other changes - - - - - 

4. Closing balance (3,270) (69) - - (3,339) 

 
The reallocation to the income statement of negative reserves resulting from impairment refers only to the effect of 
impairment on Lehman Brothers stock in the portfolio as at 31 December 2008. 
 

31.12.2007 
(in thousands of EUR) 

 Debt 
securities 

Equity 
instruments UCI shares Loans Total 

1. Opening balance (258) - - - (258) 

2. Positive changes 475 - - - 475 

2.1 Increases in fair value - - - - - 

2.2 Reallocation to income statement of negative reserves: - - - - - 

- from impairment - - - - - 

- from disposal - - - - - 

2.3 Other changes 475 - - - 475 

3. Negative changes 1,642 - - - 1,642 

3.1 Decreases in fair value 1,642 - - - 1,642 

3.2 Adjustments for impairment - - - - - 

3.3 Reallocation to income statement of positive reserves: 
from disposals - - - - - 

3.4 Other changes - - - - - 

4. Closing balance (1,425) - - - (1,425) 

 



PART B - INFORMATION ON THE BALANCE SHEET 
 

141 

Section 17 
 
Other information 
 
1. Guarantees issued and commitments 
 

(in thousands of EUR) 

Transaction Total 
31.12.2008 

Total 
31.12.2007 

1) Financial guarantees issued 23,925 21,572 

a) Banks - - 

b) Customers 23,925 21,572 

2) Commercial guarantees issued 18,164 19,195 

a) Banks - 250 

b) Customers 18,164 18,945 

3) Irrevocable commitments to disburse funds 155,961 174,554 

a) Banks 6,812 5,781 

i) certain to be used 3,544 2,731 

ii) not certain to be used 3,268 3,050 

b) Customers 149,149 168,773 

i) certain to be used 50,012 60,649 

ii) not certain to be used 99,137 108,124 

4) Commitments underlying credit derivatives: protection sold - - 

5) Assets pledged to guarantee third party obligations - - 

6) Other commitments 2,000 - 

Total 200,050 215,321 

 
 
 
2. Assets pledged as a guarantee of own liabilities and commitments 

(in thousands of EUR) 

Portfolio Amount 
31.12.2008 

Amount 
31.12.2007 

1. Financial assets held for trading 127,807 166,820 

2. Financial assets measured at fair value - - 

3. Available-for-sale financial assets 143,405 23,575 

4. Financial assets held to maturity - - 

5. Due from banks 63,334 20,771 

6. Due from customers 25,706 17,552 

7. Tangible assets - - 
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5. Management and brokerage on behalf of third parties 
 

(in thousands of EUR) 

Type of service Amount 
31.12.2008 

Amount 
31.12.2007 

1. Trading of financial instruments on behalf of third parties 47,130 74,543 

a) Purchases 29,370 38,848 

1. Settled 27,667 34,983 

2. Not settled 1,703 3,865 

b) Sales 17,760 35,695 

1. Settled 15,738 15,933 

2. Not settled 2,022 19,762 

2. Assets under management 139,026 189,521 

a) individual 139,026 189,521 

b) collective - - 

3. Custody and administration of securities 3,325,858 3,411,276 
a) third party securities held on deposit related to depositary bank services 
(excluding assets under management) - - 

1. Securities issued by the bank that prepares the financial statements - - 

2. Other securities - - 

b) other third party securities held on deposit (excluding assets under 
management) 1,407,774 1,474,173 

1. Securities issued by the bank that prepares the financial statements 506,800 451,809 

2. Other securities 900,974 1,022,364 

c) third party securities deposited with third parties 1,397,284 1,462,202 

d) own securities deposited with third parties 520,800 474,901 

4. Other transactions - - 
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Section 1 
 
Interest – Items 10 and 20 
 
1. Interest income and similar income: breakdown 

(in thousands of EUR) 

Items/Technical form 

Performing financial assets Impaired 
financial 
assets 

Other 
assets 

Total 
2008 

Total 
2007 Debt 

securities Loans 

1. Financial assets held for trading 5,672 - - - 5,672 9,362 

2. Financial assets measured at fair value  - - - - - - 

3. Available-for-sale financial assets  2,953 - - - 2,953 423 

4. Financial assets held to maturity  - - - - - - 

5. Due from banks  1,961 1,620 - - 3,581 1,596 

6. Due from customers 1,207 134,047 4,497 - 139,751 117,141 

7. Hedging derivatives - - - - - - 

8. Financial assets sold and not derecognised 11,915 - - - 11,915 7,488 

9. Other assets - - - - - - 

Total 23,708 135,667 4,497 - 163,872 136,010 

 
 
1.3 Interest income and similar income: other information 
 
1.3.1 Interest income on financial assets in currency 

(in thousands of EUR) 

Items/Amounts Total 
31.12.2008 

Total 
31.12.2007 

Interest income on assets in currency 889 746 
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1.4 Interest expense and similar charges: breakdown 
 
 

(in thousands of EUR) 

Items/Technical form Payables Securities Other 
liabilities 

Total 
2008 

Total 
2007 

1. Due to banks (3,928) - - (3,928) (3,504) 

2. Due to customers (24,142) - - (24,142) (16,325) 

3. Securities outstanding - (39,825) - (39,825) (30,927) 

4. Financial trading liabilities - - - - - 

5. Financial liabilities measured at fair value - - - - - 

6. Financial liabilities related to assets sold 
and not derecognised (12,561) - - (12,561) (7,821) 

7. Other liabilities - - - - - 

8. Hedging derivatives - - (2,500) (2,500) (2,432) 

Total (40,631) (39,825) (2,500) (82,956) (61,009) 

 



PART C - INFORMATION ON THE INCOME STATEMENT 
 

148 

1.5 Interest expense and similar charges: spreads related to hedging transactions 
 

(in thousands of EUR) 

Items/Amounts Total 
2008 

Total 
2007 

A. Positive spread related to:   

A.1. Specific hedges of the fair value of assets 3,634 - 

A.2 Specific hedges of the fair value of liabilities 11,801 11,685 

A.3 Generic hedges of interest rate risk - - 

A.4 Specific hedges of the cash flows of assets - - 

A.5 Specific hedges of the cash flow of liabilities - - 

A.6 Generic hedges of cash flows - - 

Total positive spreads (A) 15,435 11,685 

B. Negative spreads related to:   

B.1. Specific hedges of the fair value of assets (3,558) - 

B.2 Specific hedges of the fair value of liabilities (14,377) (14,117) 

B.3 Generic hedges of interest rate risk - - 

B.4 Specific hedges of the cash flows of assets - - 

B.5 Specific hedges of the cash flow of liabilities - - 

B.6 Generic hedges of cash flows - - 

Total negative spreads (B) (17,935) (14,117) 

C. Balance (A+B) (2,500) (2,432) 

 
 
 
 
1.6 Interest expense and similar charges: other information 
 
1.6.1 Interest expense on liabilities in currency 
 

(in thousands of EUR) 

Items/Amounts Total 
2008 

Total 
2007 

Interest expense on financial liabilities in currency (327) (352) 
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Section 2 
 
Commission – Items 40 and 50 
 
2.1 Commission income: breakdown 

(in thousands of EUR) 

Type of service/Amounts Total 
2008 

Total 
2007 

a) guarantees issued 560 458 

b) derivatives on receivables - - 

c) management, brokerage and consulting services: 9,814 10,807 

1. trading of financial instruments 279 301 

2. currency trading 386 315 

3. assets under management 1,257 1,496 

3.1 individual 1,257 1,496 

3.2 collective - - 

4. custody and administration of securities 436 473 

5. depositary bank - - 

6. placement of securities 2,716 3,587 

7. order collection 618 601 

8. consulting activities - - 

9. distribution of third party services: 4,122 4,034 

9.1 assets under management - - 

9.1.1 individual - - 

9.1.2 collective - - 

9.2 insurance products 1,746 1,451 

9.3 other products 2,376 2,583 

d) payment and collection services 5,913 5,871 

e) servicing for securitisation transactions 293 318 

f) factoring transaction services - - 

g) tax collection services - - 

h) other services 15,051 14,429 

Total 31,631 31,883 
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2.2 Commission income: distribution channels for products and services 
(in thousands of EUR) 

Channels/Amounts Total 
2008 

Total 
2007 

a) at own branches: 8,095 9,117 

1. assets under management 1,257 1,496 

2. placement of securities 2,716 3,587 

3. third party services and products 4,122 4,034 

b) external supply: - - 

1. assets under management - - 

2. placement of securities - - 

3. third party services and products - - 

c) other distribution channels: - - 

1. assets under management - - 

2. placement of securities - - 

3. third party services and products - - 

 
 
2.3 Commission expense: breakdown 
 

(in thousands of EUR) 

Services/Amounts Total 
2008 

Total 
2007 

a) guarantees received - - 

b) credit derivatives - - 

c) management and brokerage services: (110) (177) 

1. trading of financial instruments (110) (177) 

2. currency trading - - 

3. assets under management: - - 

3.1 own portfolio - - 

3.2 third party portfolios - - 

4. custody and administration of securities - - 

5. placement of financial instruments - - 

6. external supply of financial instruments, products and 
services - - 

d) collection and payment services (1,244) (1,406) 

e) other services (938) (883) 

Total (2,292) (2,466) 
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Section 3 
 
Dividends and similar income – Item 70 
 
3.1 Dividends and similar income: breakdown 

 
 

(in thousands of EUR) 

Items/Income 

Total 
2008 

Total 
2007 

Dividends 
Income 

from UCI 
shares 

Dividends 
Income 

from UCI 
shares 

A. Financial assets held for trading 74 - 15 - 

B. Available-for-sale financial assets 11 - 51 - 

C. Financial assets measured at fair value - - - - 

D. Equity investments - - - - 

Total 85 - 66 - 
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Section 4 
 
Net result from trading activities – Item 80 
 
4.1 Net result from trading activities: breakdown 
 

(in thousands of EUR) 

Transactions/Income components Gains Profit from 
trading Losses Losses from 

trading 

Net result 

2008 2007 

1. Financial trading assets 357 738 (5,193) (194) (4,292) (1,064) 

1.1 Debt securities 357 661 (4,430) (41) (3,453) (986) 

1.2 Equity instruments - 46 (610) (108) (672) (103) 

1.3 UCI shares - 31 (153) (45) (167) 25 

1.4 Loans - - - - - - 

1.5 Other - - - - - - 

2. Financial trading liabilities - - - - - - 

2.1 Debt securities - - - - - - 

2.2 Payables - - - - - - 

2.2 Other - - - - - - 

3. Other financial assets and liabilities: 
exchange differences - - - - 42 150 

4. Derivative instruments 2,669 12,385 (2,191) (11,072) 1,791 338 

4.1 Financial derivatives: 2,669 12,385 (2,191) (11,072) 1,791 338 
- on debt securities and interest 
rates 2,669 12,385 (2,191) (11,072) 1,791 368 

- on equity instruments and share 
indices - - - - - - 

- on currency and gold - - - - - (30) 

- other - - - - - - 

4.2 Credit derivatives - - - - - - 

Total 3,026 13,123 (7,384) (11,266) (2,459) (576) 
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Section 6 
 
Profit (Loss) from sale/repurchase – Item 100 
 
6.1 Profit/Loss from sale/repurchase: breakdown 
 

(in thousands of EUR) 

Items/Income components 

Total 
2008 

Total 
2007 

Profit Loss Net result Profit Loss Net result 

1. Financial assets       

1. Due from banks - - - - - - 

2. Due from customers - (77) (77) - - - 

3. Available-for-sale financial assets 130 (158) (28) - (31) (31) 

3.1 Debt securities 130 (158) (28) - (31) (31) 

3.2 Equity instruments - - - - - - 

3.3 UCI shares - - - - - - 

3.4 Loans - - - - - - 

4. Financial assets held to maturity - - - - - - 

Total assets 130 (235) (105) - (31) (31) 

1. Financial liabilities       

1. Due to banks - - - - - - 

2. Due to customers - - - - - - 

3. Outstanding securities 231 (161) 70 252 (1) 251 

Total liabilities 231 (161) 70 252 (1) 251 
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Section 5 
 
Net result from hedging activities – Item 90 
 
5.1 Net result from hedging activities: breakdown 

 
 

(in thousands of EUR) 

Income components/Amounts Total 
2008 

Total 
2007 

A. Income from:   

A.1. Fair value hedging derivatives - 25 

A.2 Hedged financial assets (fair value) 16,489 - 

A.3 Hedged financial liabilities (fair value) - 325 

A.4 Cash flow financial hedging derivatives - - 

A.5 Assets and liabilities in currency - - 

A. Total income from hedging activities 16,489 350 

B. Charges related to:   

B.1. Fair value hedging derivatives (8,748) (387) 

B.2 Hedged financial assets (fair value) - (132) 

B.3 Hedged financial liabilities (fair value) (6,970) (25) 

B.4 Cash flow financial hedging derivatives - - 

B.5 Assets and liabilities in currency - - 

B. Total charges from hedging activities (15,718) (544) 

C. Net result from hedging activities (A+B) 771 (194) 
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Section 8 
 
Net value adjustments/write-backs due to impairment – Item 130 
 
8.1 Net value adjustments for impairment of receivables: breakdown 
 

(in thousands of EUR) 

Transactions/ 
Income 

components 

Value adjustments Write-backs 

Total 
2008 

Total 
2007 

Specific 

Portfolio 

Specific Portfolio 

D
er

ec
og

ni
tio

ns
 

O
th

er
 

A B A B 

A. Due from 
banks - - - - - - - - - 

B. Due from 
customers (128) (21,676) (832) 2,179 5,136 - 248 (15,073) (11,953) 

C. Total (128) (21,676) (832) 2,179 5,136 - 248 (15,073) (11,953) 

A = from interest 
B = other write-backs 
 
For further information, please refer to the comments below table A.1.8 in Part E of these Explanatory Notes. 
 
 
8.2 Net value adjustments for impairment of available-for-sale financial assets: breakdown 
 

(in thousands of EUR) 

Transactions/ Income components 

Value adjustments Write-backs 

Total 
2008 

Total 
2007 

Specific Specific 

D
er

ec
og

ni
tio

ns
 

O
th

er
 

A B 

A. Debt securities - (2,889) - - (2,889) - 

B. Equity instruments - - - - - - 

C. UCI shares - - - - - - 

D. Loans to banks - - - - - - 

E. Loans to customers       

F. Total - (2,889) - - (2,889) - 
A = from interest 
B = other write-backs 
 
The amount of the value adjustments refers to the impairment of Lehman Brothers stock classified in the available-for-sale 
portfolio. 
For further information, please refer to the comments below table A.1.8 in Part E of these Explanatory Notes. 
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Section 9 
 
Administrative expenses – Item 150 
 
9.1 Personnel expenses: breakdown 
 

(in thousands of EUR) 

Type of expense/Amounts Total 
2008 

Total 
2007 

1. Employees (41,102) (42,956) 
a) wages and salaries (27,932) (26,466) 
b) social security contributions (6,532) (7,519) 
c) staff termination indemnity - - 
d) pension costs - - 
e) provisions to staff termination indemnity (608) (1,943) 
f) provisions to pension fund and similar - - 

- to defined contribution plans - - 
- to defined benefit plans - - 

g) payments to additional external pension funds (3,717) (3,096) 
- to defined contribution plans (3,717) (3,096) 
- to defined benefit plans - - 

h) costs resulting from payment agreements based on own 
equity instruments - - 

i) other benefits in favour of employees (2,313) (3,932) 
2. Other staff (955) (932) 
3. Directors (1,578) (1,219) 
4. Staff placed on leave - - 
Total (43,635) (45,107) 
 
For further information, several cost components of the item ‘Personnel expenses’ have been reclassified under ‘Other 
Administrative expenses’; this includes the remuneration of the Board of Statutory Auditors, in line with the request of the 
Bank of Italy. Consequently, the comparative figures have been changed to bring them in line with the new classification. 
 
Furthermore, it should be noted that the lower percentage of social security contributions with respect to the previous year is 
mostly due to the effects, estimated to be around EUR 1.1 million, of legislative decree nr. 61 of 8 April 2008, through which 
suspended contributions referring to the 1997 earthquake were reimbursed to the extent of 40%.  
 
9.2 Average number of employees per category 
 

(number of employees) 

Employee category/Average number 2008 2007 

Employees: 683 658 
a) Senior managers 9 8 
b) Line managers 213 213 

of which: 3rd and 4th level 85 79 
c) Remaining employees 461 437 

Other staff 3 3 
Total 686 661 
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9.3 Defined benefit company pension funds: total costs 
 

(in thousands of EUR) 

Items/Amounts 

Total 
2008 

Total 
2007 

Defined benefit company 
pension funds 

TFR 

Defined benefit company 
pension funds 

TFR 
Internal 
plans 

External 
plans 

Internal 
plans 

External 
plans 

Social security cost of current service 
(+) - - - - - (35) 

Financial charges (+) - - (608) - - (581) 
Expected return on plan assets (-) - - - - - - 
Reimbursements from third parties (-) - - - - - - 
Actuarial gains and losses (+/-) - - - - - (1,223) 
Social security cost of past service (+/-) - - - - - - 
Impact of reductions of the fund (+/-) - - - - - (104) 
Impact of extinctions of the fund (+/-) - - - - - - 
Effect of recognition of assets (+) - - - - - - 

Total - - (608)   (1,943) 

 
 
9.5 Other administrative expenses: breakdown 

(in thousands of EUR) 

Type of expense/Amounts Total 
2008 

Total 
2007 

Stamp duty (4,534) (4,341) 
Indirect taxes and duties (1,320) (1,637) 
Property Rental (2,976) (2,663) 
Fees to external professionals (1,003) (891) 
Legal fees (907) (1,288) 
Maintenance of movables and property (functional) (1,680) (1,396) 
Postal expenses (2,149) (1,860) 
Telephone, data transmission and telex (1,386) (1,188) 
Advertising (1,355) (1,514) 
Various fees and rental charges (60) (48) 
Investigation and information (1,001) (742) 
Transport (1,112) (1,032) 
Electricity, heating and water  (614) (639) 
Security services (218) (263) 
Local cleaning contractors (519) (426) 
Printed matter and stationery (558) (542) 
Insurance (837) (839) 
Processing by third parties (5,490) (5,451) 
Membership fees (268) (243) 
Entertainment costs (819) (363) 
Various condominium charges (46) (45) 
Subscriptions and purchase of publications (95) (79) 
Other (1,898) (1,813) 
Total (30,845) (29,303) 
 
For further information, the Bank has reclassified several cost components from the item ‘Personnel Expenses’ to the item 
‘Other Administrative Expenses’, Consequently, the comparative figures have been changed to make them comparable to 
those as at 31 December 2008. 
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Section 10 
 
Net allocations to provisions for risks and charges – Item 160 
 
10.1 Net allocations to provisions for risks and charges: breakdown 

(in thousands of EUR) 

Items/Amounts 

Total 
2008 

Total 
2007 

Legal disputes 
and revocatory 

action 
Other 

Legal disputes 
and revocatory 

action 
Other 

Allocations to provisions for the year (1,357) (573) (1,026) (455) 

Use during the year 172 - 286 482 

Total (1,185) (573) (740) 27 
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Section 11 
 
Net value adjustments /write-backs of tangible assets – Item 170 
 
11.1 Net value adjustments of tangible assets: breakdown 
 

(in thousands of EUR) 

Asset/Income component Depreciation 

Value 
adjustments 

for 
impairment 

Write-backs 
Net result 

2008 207 

Tangible assets      

A.1 Owned (1,848) - - (1,848) (2,052) 

- for functional use (1,846) - - (1,846) (2,049) 

- for investment (2) - - (2) (3) 

A.2 Purchased on a finance lease - - - -  

- for functional use - - - -  

- for investment - - - -  

Total (1,848) - - (1,848) (2,052) 

 
It should be noted that the Bank decided that a review of the estimates of the useful life of property for functional 
use was necessary. The impact of said change on the balance sheet and income statement is described in the 
comments below table 11.3 in Section 11 of the Balance Sheet. 
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Section 12 
 
Net value adjustments /write-backs of intangible assets – Item 170 
 
12.1 Net value adjustments of intangible assets: breakdown 
 

(in thousands of EUR) 

Asset/Income component Amortisation 

Value 
adjustments 

for 
impairment 

Write-backs 
Net result 

2008 207 

Intangible assets      

A.1 Owned (53) - - (53) (48) 

- Generated internally - - - - - 

- Other (53) - - (53) (48) 

A.2 Purchased on a finance lease - - - - - 

Total (53) - - (53) (48) 
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Section 13 
 
Other operating income and costs – Item 190 
 
13.1 Other operating costs: breakdown 

(in thousands of EUR) 

Items/Amounts Total 
2008 

Total 
2007 

Non-existent assets not recorded as a separate item - - 

Contingent liabilities not recorded as a separate item (464) (263) 

Settlements for lawsuits (63) (55) 

Charges for thefts and damages incurred (357) (106) 

Amortisation: expenses for improvements to third party assets 
classified under “Other assets” (185) (117) 

Other (34) (390) 

Total (1,103) (931) 

 
 
 
13.2 Other operating income: breakdown 

(in thousands of EUR) 

Items/Amounts Total 
2008 

Total 
2007 

Contingent assets not recorded as a separate item 353 697 

Insurance settlements 236 40 

Rent income from investment property 31 11 

Recovery of taxes and stamp duty 7,819 7,785 

Other 225 250 

Total 8,664 8,783 
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Section 18 
 
Income tax for the year on current operations– Item 260 
 
18.1 Income tax for the year on current operations: breakdown 

(in thousands of EUR) 

Income component/Amounts Total 
2008 

Total 
2007 

1. Current taxes (-) (11,818) (10,804) 

2. Changes in current taxes of previous years (+/-) - - 

3. Reduction in current taxes for the year (+) - - 

4. Changes in prepaid taxes (+/-) 2,287 (2,004) 

5. Changes in deferred taxes (+/-) 74 780 

6. Taxes for the year (-) (-1+/-2+3+/-4+/-5) (9,457) (12,028) 

 
 
18.2 Reconciliation between theoretical tax and tax recorded on the financial statements 

(in thousands of EUR) 
Items/Amounts Total 

2008 
Total 
2007 

(A) Profit (Loss) from current operations before tax 20,078 22,609 
(B) Profit (Loss) from groups of assets held for sale before tax - - 
(A+B) Profit (Loss) before tax 20,078 22,609 
Current IRES tax rate (%) 27.5% 33% 
Theoretical tax burden (5,521) (7,461) 
Tax rates different to that in Italy applied to activities abroad - - 
Tax effect of the share of profit (loss) of associated companies - - 
Permanent differences - - 
Tax losses deducted not recognised in previous years - - 
Value write-downs/write-backs of assets for prepaid taxes and 
of assets for prepaid taxes previously not recognised - - 

Effects resulting from a change in the tax rate as regards 
deferred taxes - (950) 

Change in current taxes of previous years - - 
Net tax effect of write-backs of assets - - 
Use of tax credit - - 
Taxes related to distributable reserves - - 
Substitute tax ART. 1 C.48 L. 247/07 (net effect) IRES - - 
Substitute tax ART. 1 C.48 L. 247/07 (net effect) IRAP - - 
Realignment pursuant to D.I. 185/08 art. 15 (net effect) IRES - - 
Realignment pursuant to D.I. 185/08 art. 15 (net effect) IRAP - - 
IRAP (3,517) (3,147) 
Other (419) (470) 
Income tax for the year (9,457) (12,028) 
of which:   

Income tax for the year on current operations (9,457) (12,028) 
Income tax for the year on groups of assets held for sale - - 
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Section 21 
 
Earnings per share 
 
 
21.1 Reconciliation of weighted average of ordinary shares in circulation 

(in shares) 

Items/Amounts 2008 2007 

Weighted average of ordinary shares in circulation (+) 21,864,874 21,879,190 

Diluting effect resulting from put options sold (+) - - 
Diluting effect of ordinary shares to be assigned as the result of 
payments based on own shares (+)  - - 

Diluting effect resulting from convertible liabilities (+) - - 
Weighted average of ordinary shares in circulation per 
earnings per diluted share 21,864,874 21,879,190 

 
 
 
21.2.a Reconciliation of net result for the year – numerator of earnings per basic share  
 

 
(in thousands of EUR) 

Items/Amounts 2008 2007 

 
Related to 

current 
operations 

Related to 
discontinued 
operations 

Total 
Related to 

current 
operations 

Related to 
discontinued 
operations 

Total 

Net result 10,621 - 10,621 10,580 - 10,580 

Income attributable to other 
categories of shares - - - - - - 

Net result attributable to 
ordinary shares – numerator 
of earnings per basic share 

10,621 - 10,621 10,580 - 10,580 

 
 
 
 
21.2.b Reconciliation of net result for the year – numerator of earnings per diluted share 
 

(in thousands of EUR) 

Items/Amounts 2008 2007 

 
Related to 

current 
operations 

Related to 
discontinued 
operations 

Total 
Related to 

current 
operations 

Related to 
discontinued 
operations 

Total 

Net result 10,621 - 10,621 10,580 - 10,580 

Income attributable to other 
categories of shares - - - - - - 

Interest expense on convertible 
instruments (+) - - - - - - 

Other (+/-) - - - - - - 

Net result attributable to 
ordinary shares – numerator 
of earnings per basic share 

10,621 - 10,621 10,580 - 10,580 
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24.2.c Earnings per basic and diluted share 
(in EUR) 

Items/Amounts 2008 2007 

 
Related to 

current 
operations 

Related to 
discontinued 
operations 

Total 
Related to 

current 
operations 

Related to 
discontinued 
operations 

Total 

Earnings per basic share 0.49 - 0.49 0.48 - 0.48 

Earnings per diluted share 0.49 - 0.49 0.48 - 0.48 

 



 

165 



 

166 

Part D 
 
Segment information 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

banca popolare di spoleto spa



 

167 

 
p 
 
 
 
 
 
 
 



PART D - SEGMENT INFORMATION 
 

168 

 
A PRIMARY SEGMENT 
For the purposes of segment reporting, Banca Popolare di Spoleto has adopted the business approach, opting, 
in order to provide a primary representation of income/balance sheet data, for a separation on the basis of the 
business segments in which the Bank operates. 
 
The segments identified for the purpose of illustrating the results of operations, defined on the basis of the 
representativeness and prevalence of the business are Retail Banking, Corporate Banking and 
Corporate Centre. 
 
The first two segments that represent the Bank’s business substantially reflect customer segments, made by 
applying quantitative and qualitative/behavioural criteria; more specifically: 
 
Retail Banking 
 
The Retail segment encompasses: 
 
- the business activities performed by the traditional structure of branches and by the network of financial; 

advisors, namely the deposit of savings and the disbursement of loans, the provision of financial services 
and other to customers in the Retail segment; 

- business activities performed by dedicated staff that handle the “Affluent” and “Private” segments, namely 
the provision of personalised services/products able to meet more sophisticated requirements in terms of 
asset management and financial planning. 

 
Corporate Banking 
 
The Corporate segment encompasses: 
 
- the management of customers currently assigned to “Corporate” managers through the provision of 

products and services (such as factoring, leasing etc.) created on the basis of the company’s needs. This 
does not necessarily cover all of the services provided to corporate customers by the Bank; 

- the management of cash and treasury services for Entities and Public Administrations, Associations and 
mixed companies, direct collection services through the revenue offices of Public Entities (taxes and 
assets); the requalification of the debts of Public Entities through companies of the Monte Paschi Group and 
activities of the foreign segment. 

 
Corporate Centre 
Business activities performed for “Institutional customers” and all General Management activities that guarantee 
the functions of governance and control of the operating structures are reported to the Corporate Centre, which 
supports and encourages development and growth. 
 
A.1 Distribution by business segment: economic data 
The Net operating income by business segment has been calculated on the basis of the following criteria: 
- the interest margin is calculated by contribution on the basis of the internal rates of transfer, differentiated by 

product and maturity; 
- net commission is calculated by means of the direct allocation of commission component to the business 

segments; 
- net value adjustments are allocated to the business segments that originated them; 
- operating costs (personnel expenses, other administrative expenses and amortisation and depreciation) are 

allocated to the different business segments on the basis of the following process: 
o initially costs are attributed to the individual business units either directly or through drivers; 
o the business units defined as “service” and included in the Corporate Centre invoice the 

services they provide to the other business units, which in turn are distinguished as “single-
business” or “multi-business”; 
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o the “multi-business” units, in turn, deduct their costs on the segments identified on the basis of 
the business activities performed for the customers of the individual segments. 

 
The following tables illustrate the Bank’s income statement/balance sheet figures on the basis of the above-
defined business segments. 
 
Segment Reporting – Primary 
segment 
31.12.2008 

Retail Segment 
Corporate 
Segment 

(§) 
Corporate Centre Bank Total 

Interest margin 51,862 29,395 -340 80,916 

Net commission 25,118 2,411 1,810 29,339 

Primary banking margin 76,980 31,806 1,470 110,255 

Banking margin 77,505 31,816 -703 108,618 

Operating costs -50,992 -10,386 -7,442 -68,819 

Operating income 26,514 21,430 -8,145 39,798 

Net allocations to provisions for risks 
and charges 0 0 -1,758 -1,758 

Net value adjustments for impairment of 
receivables -12,929 -4,070 -964 -17,963 

Profit (loss) from disposal of 
investments 0 0 0 0 

Gross profit from current operations 13,585 17,360 -10,867 20,078 

Cost/income 65.79 32.64 n.s. 63.36 

 
 
 
A.2 Distribution by business segment: balance sheet data 
 
Balance Sheet item Retail Segment Corporate Segment 

 
Corporate Centre 

(§) Bank Total 

Due from Customers 1,502,251 472,867 112,053 2,087,171 

Due to Customers 1,293,475 100,907 123,225 1,517,607 

(§) only refers to customers registered to date 
 
* amounts in thousands of EUR 
 
 
B  SECONDARY SEGMENT 
 
Banca Popolare di Spoleto SpA operates on a regional basis only in Central Italy; therefore, with regard to the 
secondary segment, based on the geographical distribution of income statement and balance sheet data, Banca 
Popolare di Spoleto SpA did not feel it necessary to provide a detailed schedule. 



 

170 

 
Part E 
 
Information on risks and relative hedging policies 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

banca popolare di spoleto spa



 

171 



PART E - INFORMATION ON RISKS AND RELATIVE HEDGING POLICIES 
 

172 

SECTION 1 – CREDIT RISK 
 
QUALITATIVE INFORMATION 
 
 
1. General aspects 
 
The Bank’s primary objective is to supervise the credit process, from the granting of a loan to its recovery, aimed 
at maximising the quality of credit assets and therefore containing the cost of credit.  
 

In this regard, the Bank works on the basis of the following guidelines: 

- to develop a centre of excellence for the assessment and assumption of credit risk in order to improve the 
quality of the portfolio; 

- to intensify monitoring of credit activities and the phenomena of individual positions; 

- to focus on irregular positions in order to rapidly resolve them, and to effectively and efficiently recover the 
Bank’s non-performing loans; 

- to plan the activities needed to reengineer credit processes to render them compliant with the Basel II 
regulation. The main target of our Bank, an Umbrian bank operating on an inter-regional basis, is 
represented by private customers and by small and medium sized companies located in provinces covered 
by the Bank’s network of branches (historically the provinces of Perugia, Terni, Rome, Macerata, Rieti, 
Siena, Viterbo, to which in the last two years the provinces of Ancona, Ascoli Piceno, Arezzo, L’Aquila and 
Milan have been added). 

2008 was also characterised by a rise in loans, achieved by means of a multi-channel approach combined with 
the distribution of innovative products and services. 

The products offered by BPS encompass a range of different type of loans – ordinary, facilitated, special – also 
provided through specialised companies belonging to the MPS group, foreign currency transactions, leasing, 
factoring, special credit and credit for agriculture, interest rate and exchange risk hedging. 

To date, the Bank does not perform any transactions in credit derivatives. 

In order to meet the financial requirements of the various categories of Customers, relations with trade 
associations and Fidi Consortia have been extended. 

 

2. Credit risk management policies 

 

2.1 Organisational aspects 

The Bank’s credit process is structured in order to identify the criteria to manage risk profiles, the action to take 
to ensure the correct application of the same, the units responsible for performing said activities and the 
procedures to support the same.  

The assignment of these activities to different organisational units is made to ensure the smooth functioning of 
the process, namely its suitability to achieve set objectives (effectiveness)  and its ability to achieve them at a 
reasonable cost (efficiency). 

The credit process can be broken down into the following stages: 

- credit policy; 

- assessment of the creditworthiness of potential borrowers; 

- granting of the loan; 
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- monitoring the performance of the loan; 
 
- management of problem loans; 
 
- measurement and control of credit risks. 
 

Credit policy 

 
The objective of the credit policy is implement short and medium/long term strategies, in order to establish the 
amount of financial resources required for the credit area. In particular, said amount is established on the basis 
of the results of analyses conducted regarding: 

- the financial requirements of customers; 
- the growth rate of loans; 
- the competition and the positioning of the Bank compared to its competitors, in terms of products and prices; 
- the structure for the collection of financial resources; 
- various types of public constraints and/or Supervisory regulations; 
- existing levels of economic and financial risk and, therefore the capacity to cover current future risks; 
- internal structural and organisational aspects. 

In general terms, an adequate policy of risk fractioning is put into place (only 4 loans for amounts exceeding 
EUR 10 million; 15 for amounts between EUR 5 and EUR 10 million; 225 for amounts between EUR 1 and EUR 
5 million; 77 for amounts between EUR 0.75 and EUR 1 million). Usually, the larger transactions are backed by 
Monte dei Paschi di Siena Group companies or concluded in a pool with the same or with other brokers. 

Assessing the creditworthiness of potential borrowers 
 
Assessing creditworthiness aims to ascertain the ability of the potential borrower to repay the loan, as well as 
verifying the compatibility between individual loan requests and choices regarding the size and composition of 
loans. Assessments aim to quantify the level of economic risk, related to the probability of the borrower 
becoming insolvent and of financial risk resulting from the failure to repay loans within the agreed terms. 

Granting credit 
 
Loans are granted taking the level of risk of the transaction into due consideration. The level of risk can be 
determined on the basis of: 

1. the amount of the loan requested; 

2. the amount of the loan requested and its technical form, namely what it will be used for (risk category). 

On the basis of the risk, as determined above, decision-making powers to grant the loan are assigned, in 
accordance with criteria for the management of the risks of the delegation system. 

Monitoring loan performance 
 
The objective pursued by credit control and management activities is continuously checking that the economic, 
financial and asset conditions of the borrower and his guarantors do not change. This stage entails: 

1. identifying any technical irregularities recorded for loans during a specific period of time prior to the reference 
date of the performance check; 

2. selecting and examining loans that show irregular performance in terms of both technical aspects of the loan 
and qualitative aspects of the borrower; 
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3. classifying the loans examined as performing loans or problem loans. 

Loans assessed as problem loans are classified, on the basis of the level of risk shown, into risk categories 
established at company level and in accordance with general principles disciplined by Supervisory Instructions. 
In particular, loans are classified as performing, past due/overdue for more than 180 days (called C+), 
restructured loans, doubtful loans and non-performing loans. 
 
Monitoring is carried out by the Credit Department and by the Anomalous Risk Management and Control Office, 
which has incorporated the Doubtful Loans and Anomalous Risk Management Office, reporting to the Credit 
Department and the Credit Quality Control Office, which previously reported to the Litigation Department. 
 
Management of problem loans 
 
The aim of problem loan management (past due/overdue loans, doubtful loans, restructured loans, non-
performing loans) is to take the action and implement the measures needed to bring said loans back to normality 
or to recover the same in the event of situations in which the loan agreement has to be terminated. This takes 
place in synergy with the Network and General Management. 
 
 
Measurement and control of credit risks 

Credit risk management is carried out in accordance with provisions regarding bank financial statements and the 
relative Supervisory Instructions. In particular, losses related to loans are classed as: 

- specific losses or portfolio losses resulting from the measurement of problem loans; 

- portfolio losses resulting from the measurement of performing loans and those related to country risk, if 
present, also using the probability of default (PD) and loss given default (LGD) parameters. 

 

2.2 Management, measurement and control systems 

Credit risk management during the year, is the responsibility of the Credit Department, observing the principle of 
the net separation between the commercial responsibilities of the business areas and strictly credit-related 
functions.  

Within the credit process and the various stages of the same, adequate internal systems are used to identify, 
measure, manage and control credit risk. 

When setting out credit policy and short/long term development strategies, the following are identified and 
outlined:  

- current risks resulting from credit activities that have generated losses for the Bank;  

- potential risks resulting from credit activities that could generate losses for the Bank; 

- the sustainability of development strategies from an equity perspective with reference to the afore-
mentioned risks; 

- the sustainability of development strategies with reference to the Bank’s organisational structure. 

Current risks related to problem loans are carefully measured, on an individual basis, by monitoring the Bank’s 
exposure as regards problem loans classified as past due/overdue for more than 180 days, restructured loans, 
doubtful loans and non-performing loans. Monitoring is made not only with regard to the evolution of the above-
cited aggregates, but also by checking the correspondence between the innate level of risk of the above-
mentioned loans and the level of coverage of the same through the allocation of adequate bad debt provisions. 

Current risks related to performing loans and potential risks (unexpected losses) are assessed on a portfolio 
basis and by monitoring the Bank’s exposure according to IAS logic, using the risk parameters PD (Probability of 
Default) and LGD (Loss Given Default). 
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The sustainability of development strategies from an equity perspective is verified periodically, managing current 
risks, monitoring potential risks with reference to the Bank’s equity and checking its adequacy as regards 
transactions envisaged in the credit sector.  

The sustainability of strategies from an organisational perspective is assessed by periodically verifying the 
adequacy and the functioning (effectiveness and efficiency) of company processes within the set-up of the more 
general system of internal control. Said sustainability is also verified continually by means of appropriate budget 
analyses according to the risk/return ratio. 

With regard to assessing creditworthiness, potential borrowers are assessed on the basis of the information 
available to the assessor at the time of the application/renewal of the credit line. Information is acquired directly 
from the customer and indirectly from a database at bank level and/or external info-providers. To complete the 
above information, a rating of the potential borrower is calculated electronically by the internal system.  

Granting the various types of loan and the amounts is made in accordance with the delegated powers awarded 
by the Board of Directors. 

The Bank’s internal system of delegation has been structured with the aim of creating streamlined, high quality 
decision-making centres able to rapidly respond to the needs of customers.  

When structuring the various decision-making levels, the degree of risk of the type of credit transaction and the 
levels of responsibility held in ascending order by managers located in peripheral facilities and at General 
Management level were taken into due consideration. 

The Credit Committee, comprised of Top Management and the Head of the Credit Department, has decision-
making powers within its sphere of competence and plays an advisory role as regards loans that fall within the 
sphere of competence of the Board of Directors and the Executive Committee. 

There are no limits to exposure and/or risk concentration, with the exception of those established by the Bank of 
Italy as regards risk concentration. 

Checking the performance of loans entails: 

 

- continuously monitoring existing loans with reference to the outcome of past due loans and the behaviour of 
the borrower in managing his loans; 

- continuously classifying loans into risk categories (under control/past due/overdue by more than 180 days, 
restructured, doubtful, non-performing). 

 

The above-cited activities are carried out to establish the technical performance of all loans not classified as non-
performing, doubtful, restructured, past due and/or problem. The technical performance of individual loans is 
established by means of specific indicators, namely the SEAC indicator, Credit Rating System scores, reports of 
non-performing loans made by other banks (extended non-performing and adjusted loans), overdrafts, the 
presence of suspended cheques, and unsettled bills and/or bill paid late, delinquency regarding the payment of 
loan instalments, the results of inspections etc. Once the problem has been identified, other information is 
obtained regarding the economic, financial and equity situation of customers whose accounts or loans indicate a 
technical irregularity, to then analyse the loans selected. After the analysis, loans are classified as appropriate.  

With the aim of facilitating the identification of the most significant “problems” and to help operators open, screen 
and monitor files on positions with technical irregularities, up until their final outcome, in 2006, a new procedure 
was implemented called “ICC – Iter Controllo Crediti” (Credit Control Procedure). 

“ICC” is an application that is used as an automated tool to support credit control activities, by developing a 
personalised work-flow, both in terms of the automatic generation of a file and as regards identifying the control 
procedure for the file in question.  
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“ICC” also allows files to be opened manually, and to intervene on the position of an individual customer, without 
necessarily having to follow the rules for automatic generation established by the Bank.  

In other words, the “ICC” procedure enables the Bank to identify, on the basis of and with the support of 
assessment procedures (“CRS”, “SEAC”, …), which customers should be placed under monitoring and which 
control path (Iter) to assign to each type of decisional rule.  

With regard to the new risk category introduced by the Bank of Italy in accordance with the principles of Basel II 
(loans past due by over 180 days), classification into this class is made by means of a procedure called 
“persistent defaults” which automatically identifies the positions, subsequently reclassifying them as performing 
when the problem has been resolved. 

As part of monitoring performance, performing loans are assessed on a portfolio basis. 

The average rate of migration to problem categories is calculated for each loan on the basis of historic-statistical 
data (PD – probability of default) as well as the percentage loss in the event of default (Loss Given Default) 
estimated on the basis of the losses and write-downs recorded historically. The total amount of the write-down is 
compared to the amortised cost of the loan multiplied by the relative PD and LGD. 

The credit risk measurement and control process considers the following aspects: 

a. the assessment of credit risk for the purposes of the financial statements and of other periodic information 
addressed to the market, aimed at identifying: 

- the expected recovery time for the assessment of non-performing loans, doubtful loans and 
loans past due/overdue by more than 180 days; 

- factors for the transition to performing for the assessment of doubtful loans and loans past 
due/overdue by more than 180 days; 

- the LGD for the portfolio assessment of performing loans; 

- the PD and relative increases for the portfolio assessment of performing loans. 

b. Periodically checking that the prudential thresholds established by the Supervisory Instructions and by other 
provisions regarding the solvency coefficient, large risks, concentration risk, risk and solvency indicators 
envisaged by the Interbank Guarantee Fund are being respected. 

Recently, with the assistance of a company called Riskmetrics, all of the credit risk assessment, management 
and monitoring tools have been reviewed. 

Furthermore, a report on credit risk monitoring is made on a monthly basis to the Risk Committee, in which the 
contribution to the overall risk profile of the Bank, and therefore the consumption of regulatory capital and 
economic resources attributable to the same are assessed. 

 

Measurement systems 

At advisory level in the preliminary credit process, the Bank uses a CRS (Credit Rating System), which enables 
the likelihood of insolvency of potential borrowers to be established by assigning them a score of merit, in order 
to enable the Bank to group its credit portfolio into similar risk categories. 

In order to apply credit risk measurement models to sub-portfolios characterised by similar borrowers, segments 
are assigned. This means that a specific segment is assigned to each new borrower.  

The assignment of a segment is made on the basis of information in the bank’s database: 

- business segment, needed to distinguish the various types if company into financial and non financial, and 
households into household firms and consumer households, etc.; 

- turnover, as an approximate indication of the size of the company; if this is not available, the total assets 
figure is used; 
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- cash exposure in the banking system, if not available, the financial statements as an approximate indication 
of the size of the company; 

- total amount of the loan, as an initial measurement of the extent of the risk undertaken. 

The current segmentation of the internal rating system envisages the following main distinctions: 

- Companies, broken down into corporate, small and medium enterprise, small business; 

- Private Customers, meaning consumer households; 

- Financial companies, meaning Banks and Insurance companies; 

- Institutions, meaning Sovereign Bodies and Public Authorities. 

The current definition of default covers all events resulting in: 

- non-performing bank loans; 

- adjusted non-performing loans (position indicated as non-performing by the system when pre-set 
parameters are exceeded); 

- doubtful loans; 

- restructured loans at the Bank or in the system (according to the definitions contained in the instructions for 
the completion of the Accounts Matrix); 

- loans past due/over due by more than 180 days. 

With regard to assessing counterparty risk, predictive variables are provided by the following sources of 
information: 

- the internal archives of financial statements of companies or household firms (financial source); 

- Bankit Risks Centre and the Associative Risks Centre; 

- Decay rates by province, sector and branch of economic activity (Bankit source); 

- Internal database which contains historic qualitative information on companies as well as quantitative 
information regarding the conduct of each counterparty; 

For the purposes of drawing up financial statements in accordance with IAS, with a view to implementing a 
portfolio assessment model for performing loans, a model to calculate LGD has been implemented. 

 

2.3 Credit risk mitigation techniques 

Beyond the usual means of obtaining mortgage guarantees, secured guarantees, suretyships issued by Loan 
Consortia or guarantors in general, no specific credit risk mitigation techniques are used, in particular no 
transactions in credit derivatives are made. 

 

2.4 Impaired financial assets 

The technical-organisational procedures used to manage and control impaired loans depend on the gravity of 
the impairment. 

As regards doubtful loans, restructured loans and loans past due/overdue by more than 180 days, performance 
is monitored in order to: 

- ascertain whether the status of economic-financial difficulty of the counterparty is reversible; 

- assess the repayment plans submitted by borrowers with reference to the relative capacity to repay within 
the time envisaged by said plans, also considering requests to reduce the terms applied to the loans in 
question; 
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- examine the outcome of measures taken to recover/normalise the loans in question (repayment plans, 
review of the technical forms etc.) as well as the reasons for their failure; 

- establish the relative forecast losses on an analytical basis for doubtful and restructured loans and using a 
portfolio approach for loans past due/overdue by more than 180 days; 

- periodically check the adequacy of the status assigned to loans. 

With reference to non-performing loans, risks are controlled through the following measures: 

- for new loans, revoking the amounts loaned and requesting the borrowers to settle their positions; 

- assigning new loans to internal and/or external lawyers to start legal procedures vis-à-vis borrowers and 
relative guarantors; 

- checking, for loans for which a recovery plan has been set up, whether borrowers are fulfilling their 
commitments; 

- planning measures to recover loans through transactions, as necessary, such as assignment or 
securitisation; 

- estimating the expected losses of individual loans on an analytical basis for those exceeding a specific 
threshold; using a portfolio approach – combined with calculations of LGD by internal systems – for loans 
under said threshold. 

- Periodically checking the adequacy of forecast losses and the recoverability of loans. 
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QUANTITATIVE INFORMATION 
 
A. CREDIT QUALITY 
 
A.1. Performing and non-performing loans exposures: amounts, value adjustments, changes, economic 
and geographical breakdown 
 
A.1.1. Breakdown of financial assets by portfolio classification and credit quality (book value) 
 
 

31 12 2008 
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Portfolio/quality 

N
on

-
pe

rfo
rm

in
g 

lo
an

s 

D
ou

bt
fu

l 
lo

an
s 

R
es

tru
ct

ur
ed

 
ex

po
su

re
s 

P
as

t d
ue

 
ex

po
su

re
s 

C
ou

nt
ry

 ri
sk

 

O
th

er
 a

ss
et

s 

To
ta

l 

1. Financial assets held 
for trading 483 - - - - 186,078 186,561 

2. Available-for-sale 
financial assets 1,335 - - - - 200,559 201,894 

3. Financial assets held 
to maturity - - - - - - - 

4. Due from banks - - - - - 107,613 107,613 

5. Due from customers 30,608 31,634 67 22,293 - 2,002,569 2,087,171 

6. Financial assets 
measured at fair value - - - - - - - 

7. Financial assets held 
for sale - - - - - - - 

8. Hedging derivatives - - - - - 9,852 9,852 

Total 31/12/2008 32,426 31,634 67 22,293 - 2,506,671 2,593,091 

Total 31/12/2007 23,546 28,478 70 19,379 - 2,317,318 2,388,791 
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A.1.2 Breakdown of financial assets by portfolio classification and credit quality (gross and 
net values)  

31 12 2008 
 (in thousands of EUR) 

Portfolio/quality 

Impaired assets Other assets 

To
ta

l (
ne

t 
ex

po
su

re
) 

G
ro

ss
 

ex
po

su
re

 

In
di

vi
du

al
 

ad
ju

st
m

en
ts

 

P
or

tfo
lio

 
ad

ju
st

m
en

ts
 

N
et

 
ex

po
su

re
 

G
ro

ss
 

ex
po

su
re

 

P
or

tfo
lio

 
ad

ju
st

m
en

ts
 

N
et

 
ex

po
su

re
 

1. Financial assets held for 
trading 1,377 894 - 483 - - 186,078 186,561 

2. Available-for-sale financial 
assets 4,004 2,669 - 1,335 200,559 - 200,559 201,894 

3. Financial assets held to 
maturity - - - - - - - - 

4. Due from banks - - - - 107,613 - 107,613 107,613 

5. Due from customers 144,878 60,276 - 84,602 2,010,190 7,621 2,002,569 2,087,171 

6. Financial assets measured at 
fair value - - - - - - - - 

7. Financial assets held for sale - - - - - - - - 

8. Hedging derivatives - - - - - - 9,852 9,852 

Total 31/12/2008 150,259 63,839 - 86,420 2,318,362 7,621 2,506,671 2,593,091 

Total 31/12/2007 118,077 46,603 - 71,474 2,324,085 6,768 2,317,317 2,388,791 

 
 
A.1.3 Cash and off-balance sheet exposures to banks: gross and net values 

31 12 2008 
 (in thousands of EUR) 

Type of exposure/amounts Gross exposure Individual value 
adjustments 

Portfolio value 
adjustments Net exposure 

A. Cash exposures     

a) Non-performing loans - - - - 

b) Doubtful loans - - - - 

c) Restructured exposures - - - - 

d) Past due exposures - - - - 

e) Country risk - - - - 

f) Other assets 340,695 - - 340,695 

Total A 340,695 - - 340,695 

B. Off-balance sheet exposures     

a) Impaired - - - - 

b) Other 18,418 - - 18,418 

Total B 18,418 - - 18,418 
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 A.1.6 Cash and off-balance sheet exposures to customers: gross and net values 
31 12 2008 

 (in thousands of EUR) 

Type of exposure/amounts Gross exposure Individual value 
adjustments 

Portfolio value 
adjustments Net exposure 

A. Cash exposures     

a) Non-performing loans 89,647 57,221 - 32,426 

b) Doubtful loans 37,266 5,632 - 31,634 

c) Restructured exposures 68 1 - 67 

d) Past due exposures 23,278 985 - 22,293 

e) Country risk - - - - 

f) Other assets 2,158,330 - 7,621 2,150,709 

Total A 2,308,589 63,839 7,621 2,237,129 

B. Off-balance sheet exposures     

a) Impaired 2,239 - - 2,239 

b) Other 189,187 - - 189,187 

Total B 191,426 - - 191,426 

 
 
A.1.6a Due from customers: gross and net values 

31 12 2008 
 (in thousands of EUR) 

Type of exposure/amounts Gross exposure Individual value 
adjustments 

Portfolio value 
adjustments Net exposure 

A. Cash exposures     

a) Non-performing loans 84,267 53,659 - 30,608 

b) Doubtful loans 37,266 5,632 - 31,634 

c) Restructured exposures 68 1 - 67 

d) Past due exposures 23,278 985 - 22,293 

e) Country risk - - - - 

f) Other assets 2,010,190 - 7,621 2,002,569 

Total A 2,155,069 60,277 7,621 2,087,171 

B. Off-balance sheet exposures     

a) Impaired 1,831 64 - 1,767 

b) Other 40,258 - 3 40,255 

Total B 42,089 64 3 42,022 
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A.1.7 Cash exposures to customers: changes in impaired  exposures and 
gross exposures subject to “country risk” 
 

31 12 2008 
 (in thousands of EUR) 

Description/Category 
Non-

performing 
loans 

Doubtful 
loans 

Restructured 
exposures 

Past due 
exposures Country risk 

A. Initial gross exposure 65,611 32,156 71 20,249 - 
- of which: exposures sold and not 
derecognised - - - - - 

B. Increases 31,238 33,947 1 55,583  

B.1 inflows from performing loans 15,822 18,474 - 52,701 - 
B.2 transfers from other impaired exposure 
categories 11,752 7,314 - - - 

B.3 other increases 3,664 8,159 1 2,882 - 

C. Decreases 7,201 28,837 4 52,554 - 

C.1 outflows to performing loans - 5,021 - 26,891 - 

C.2 write-offs 623 - - - - 

C.3 payments 6,578 14,000 4 16,414 - 

C.4 proceeds from disposals - - - - - 
C.5 transfers to other impaired exposure 
categories - 9,816 - 9,249 - 

C.6 other decreases - - - - - 

D. Gross final exposure 89,648 37,266 68 23,278 - 
- of which: exposures sold and not 
derecognised      

 
“Other increases” includes increases recorded during the year on loans previously classified in the relative impaired asset category. 
 
 
A.1.8 Cash exposures to customers: changes in total value adjustments 

31 12 2008 
 (in thousands of EUR) 

Description/Category 
Non-

performing 
loans 

Doubtful 
loans 

Restructured 
exposures 

Past due 
exposures Country risk 

A. Initial gross exposure 42,110 3,695 1 868 - 
- of which: exposures sold and not 
derecognised - - - - - 

B. Increases 18,637 7,225 - 481 - 

B.1 value adjustments 17,489 6,874 - 481 - 
B.2 transfers from other impaired exposure 
categories 1,148 351 - - - 

B.3 other increases - - - - - 

C. Decreases 3,525 5,288 - 364 - 

C.1 write-backs from assessments 1,633 3,522 - - - 

C.2 write-backs from payments 1,269 631 - - - 

C.3 write-offs 623 - - - - 
C.4 transfers to other impaired exposure 
categories  - 1,135 - 364 - 

C.5 other decreases - - - - - 

D. Final total adjustments 57,222 5,632 1 985 - 
- of which: exposures sold and not 
derecognised - - - - - 
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In order to enable a better understanding of the figures, the table below shows the reconciliation of some of the 
figures in table A.1.8 above and the figures contained in tables 8.1 and 8.2 in Section C of these Explanatory 
Notes. 
 
 
Description/Category tab.A.1.8 part E tab. 8.1 part C difference note 

B.1 value adjustments (24,844) (21,804) (3,040) 1 
C.1 write-backs from 
assessments and 
payments 

7,055 7,315 (260) 2 

C.3 write-offs (622) (128) (494) 3 

 
Notes 
1) Table 8.1 includes value adjustments on performing securities (classified in the Due from Customers 
category) of EUR 450 thousand, value adjustments on non-interest bearing performing loans of EUR 6 thousand 
circa and adjustments to impaired credit commitments of EUR 79 thousand circa, as well as value adjustments 
to Lehman Brothers stock classified in the “assets held for trading” portfolio (EUR 894 thousand recorded under 
item 80 in the Income Statement ‘Net result from trading activities”) and in the “available-for-sale assets” portfolio 
(EUR 2,669 thousand, classified under item 130b) in the Income Statement “Net value adjustments/write-backs 
due to impairment of: available-for-sale financial assets”, together with the repayment of the amount of the 
relative valuation reserve, of EUR 220 thousand, recorded in the accounts in previous years, as per table 8.2 
Part C). 
2) table 8.1 includes write-backs on impaired credit commitments of EUR 229 thousand and other write-backs on 
non-performing loans written off in previous years; 
3) table A.1.8 shows the gross value of write-offs, the impact on the income statement, included in value 
adjustments, is around EUR128 thousand. 
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A.2 Classification of exposures based on external and internal ratings 
 
A.2.1 Breakdown of cash and “off-balance sheet” exposures by external rating classes (book values) 

 
31.12.2008 

(in thousands of EUR) 

Exposures 
External rating classes 

Unrated Total 
AAA/AA- A+/A- BBB+/BBB- BB+/BB- B+/B- Under B- 

A. Cash exposures 228,276 97,266 13,798 5,051 - 1 2,233,332 2,577,724 

B. Derivatives 131 - - - - - 15,235 15,366 

B.1 Financial derivatives 131 - - - - - 15,235 15,366 

B.2 Credit derivatives - - - - - - - - 

C. Guarantees given - - - - - - 42,089 42,089 

D. Commitments to 
lend funds - - - - - - 71,849 71,849 

Total 228,407 97,266 13,798 5,051 - 1 2,362,505 2,707,028 

 
 
 
A.2.2 Breakdown of cash and “off-balance sheet” exposures by internal rating classes (book values) 

 
31.12.2008 

(in thousands of EUR) 

Exposures 
Internal rating classes 

Unrated Total 
AAA AA/A BBB BB/B CCC CC/C 

A. Cash exposures 10,678 358,331 127,498 829,852 263,294 359,906 628,165 2,577,724 

B. Derivatives - - - - - - 15,366 15,366 

B.1 Financial derivatives - - - - - - 15,366 15,366 

B.2 Credit derivatives - - - - - - - - 

C. Guarantees given 2,422 11,326 1,481 15,132 5,062 4,831 1,835 42,089 

D. Commitments to 
lend funds - - - - - - 71,849 71,849 

Total 13,100 369,657 128,979 844,984 268,356 364,737 717,215 2,707,028 
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A.3 Breakdown of guaranteed exposures by type of guarantee 
 
A.3.1 Guaranteed cash exposures to banks and customers 

31.12.2008 
(in thousands of EUR) 
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1. Guaranteed Exposures to 
banks: - - - - - - - - - - - - - 

1.1 totally guaranteed - - - - - - - - - - - - - 

1.2 partially guaranteed - - - - - - - - - - - - - 
2. Guaranteed exposures to 
customers 1,507,827 849,860 60,604 16,938 - - - - - 1,479 174 542,924 1,471,979 

2.1 totally guaranteed 1,455,638 849,620 48,999 14,409 - - - - - 1,479 173 523.365 1,438,045 

2.2 partially guaranteed 52,189 240 11,605 2,529 - - - - - - 1 19,559 33,934 

 
A.3.2 Guaranteed “off-balance sheet” exposures to banks and customers 

31.12.2008 
(in thousands of EUR) 
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1. Guaranteed Exposures to 
banks: - - - - - - - - - - - - - 

1.1 totally guaranteed - - - - - - - - - - - - - 

1.2 partially guaranteed - - - - - - - - - - - - - 

2. Guaranteed exposures to 
customers 32,399 1,600 5,349 5,637 - - - - - 26 - 18,707 31,319 

2.1 totally guaranteed 29,049 1,600 4,206 5,377 - - - - - 26 - 17,840 29,049 

2.2 partially guaranteed 3,350 - 1,143 260 - - - - - - - 867 2,270 

Guarantees are indicated making reference to their contractual value 
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A.3.3 Impaired guaranteed cash exposures to banks and to customers  
31.12.2008 

(in thousands of EUR) 
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1. Guaranteed 
exposures to banks - - - - - - - - - - - - - - - - - - - - - 

1.1 over 150% - - - - - - - - - - - - - - - - - - - - - 

1.2 100% to 150% - - - - - - - - - - - - - - - - - - - - - 

1.3 50% to 100% - - - - - - - - - - - - - - - - - - - - - 

1.4 Under 50% - - - - - - - - - - - - - - - - - - - - - 

2. Guaranteed 
exposures to 
customers 

66,362 65,683 32,564 3,528 2,106 - - - - - - - - 9 - 116 - 1,732 25,700 65,755 - 

2.1 over 150% 55,904 55,904 31,844 770 1,291 - - - - - - - - 1 - 111 - 1,651 20,236 55,904 - 

2.2 100% to 150% 4,804 4,804 578 113 92 - - - - - - - - 4 - 5 - 6 4,006 4.804 - 

2.3 50% to 100% 4,292 3,926 137 1,884 620 - - - - - - - - 4 - - - 75 1,279 3,999 - 

2.4 Under 50% 1,362 1,049 5 761 103 - - - - - - - -    - - 179 1,048 - 

 
Guarantees are indicated making reference to the guaranteed amount. 
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A.3.4 Impaired guaranteed “off-balance sheet” exposures to banks and to customers  
31.12.2008 

(in thousands of EUR) 
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1. Guaranteed 
exposures to banks - - - - - - - - - - - - - - - - - - - - - 

1.1 over 150% - - - - - - - - - - - - - - - - - - - - - 

1.2 100% to 150% - - - - - - - - - - - - - - - - - - - - - 

1.3 50% to 100% - - - - - - - - - - - - - - - - - - - - - 

1.4 Under 50% - - - - - - - - - - - - - - - - - - - - - 

2. Guaranteed 
exposures to 
customers 

1,799 1,798 1,600 19 34 - - - - - - - - - - - - - 145 1,798 - 

2.1 over 150% 1,766 1,766 1,600 7 24 - - - - - - - - - - - - - 135 1,766 - 

2.2 100% to 150% 10 10 - - - - - - - - - - - - - - - - 10 10 - 

2.3 50% to 100% 23 22 - 12 10 - - - - - - - - - - - - - - 22 - 

2.4 Under 50% - - - - - - - - - - - - -    - - - - - 

 
Guarantees are indicated making reference to the guaranteed amount. 
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B. BREAKDOWN AND CONCENTRATION OF LOANS 
 
B.1 Breakdown of cash and “off-balance sheet” exposures to customers by sector 
 

31.12.2008 
(in thousands of EUR) 

Exposure/counterparty 

Governments and Central 
Banks Other Public entities Financial companies Insurance companies Non-financial companies Other counterparties 
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A. Cash exposures                         

A.1 Non-performing 
loans 

- - - - - - - - 5,393 3,564 - 1,829 - - - - 66,474 43,822 - 22,652 17,781 9,837 - 7,944 

A.2 Doubtful loans - - - - - - - - - - - - - - - - 28,505 4,434 - 24,071 8,761 1,198 - 7,563 

A.3 Restructured 
exposures 

- - - - - - - - - - - - - - - - 68 1 - 67 - - - - 

A.4 Past due exposures - - - - - - - - - - - - - - - - 13,492 570 - 12,922 9,786 415 - 9,371 

A.5 Other exposures 122,086 - - 122,086 7,159 - 2 7,157 63,127 - 39 63,088 71,105 - - 71,105 1,263,797 - 6,462 1,257,335 630,958 - 1,118 629,840 

Total A 122,086 - - 122,086 7,159 - 2 7,157 68,520 3,564 39 64,917 71,105 - - 71,105 1,372,336 48,827 6,462 1,317,047 667,286 11,450 1,118 654,718 

B. “off-balance sheet” 
exposures 

                        

B.1 Non-performing 
loans 

- - - - - - - - - - - - - - - - 42 - - 42 12 - - 12 

B.2 Doubtful loans - - - - - - - - - - - - - - - - 2,142 - - 2,142 - - - - 

B.3 Other impaired 
assets 

- - - - - - - - - - - - - - - - 44 - - 44 - - - - 

B.4 Other exposures - - - - 8,951 - - 8,951 1,572 - - 1,572 - - - - 94,823 - - 94,823 83,842 - - 83,842 

Total B - - - - 8,951 - - 8,951 1,572 - - 1,572 - - - - 97,051 - - 97,051 83,854 - - 83,854 

Total (A+B) 31/12/2008 122,086 - - 122,086 16,110 - 2 16,108 70,092 3,564 39 66,489 71,105 - - 71,105 1,469,387 48,827 6,462 1,414,098 751,140 11,450 1,118 738,572 
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B.3 Breakdown of cash and “off-balance sheet” exposures to customers by geographical area (book values) 
 

(in thousands of EUR) 

Exposures/geographic areas 

ITALY OTHER EUROPEAN 
COUNTRIES AMERICA ASIA REST OF WORLD 
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A. Cash exposure           

A.1 Non-performing loans 84,123 30,605 5,387 1,818 12 - - - 125 3 

A.2 Doubtful loans 37,266 31,634 - - - - - - - - 

A.3 Restructured exposures 68 67 - - - - - - - - 

A.4 Past due exposures 23,108 22,131 1 1 169 162 - - - - 

A.5 Other exposures 2,145,601 2,137,981 9,900 9,899 2,478 2,478 253 252 - - 

Total A 2,290,166 2,222,418 15,288 11,718 2,659 2,640 253 252 125 3 

B. “Off-balance sheet” 
exposures           

B.1 Non-performing loans 54 54 - - - - - - - - 

B.2 Doubtful loans 2,142 2,142 - - - - - - - - 

B.3 Other impaired assets 44 44 - - - - - - - - 

B.4 Other exposures 189,059 189,059 95 95 33 33 - - - - 

Total B 191,299 191,299 95 95 33 33 - - - - 

Total (A+B) 31/12/2008 2,481,465 2,413,717 15,383 11,813 2,692 2,673 253 252 125 3 

Total (A+B) 31/12/2007 2,283,546 2,230,105 28,568 28,561 4,044 3,940 223 223 2 2 
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B.4 Breakdown of cash and “off-balance sheet” exposures to banks by geographical area (book values) 
 

(in thousands of EUR) 

Exposures/geographic areas 

ITALY OTHER EUROPEAN 
COUNTRIES AMERICA ASIA REST OF WORLD 
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A. Cash exposure           

A.1 Non-performing loans - - - - - - - - - - 

A.2 Doubtful loans - - - - - - - - - - 

A.3 Restructured exposures - - - - - - - - - - 

A.4 Past due exposures - - - - - - - - - - 

A.5 Other exposures 285,660 285,660 40,487 40,487 13,967 13,967 446 446 135 135 

Total A 285,660 285,660 40,487 40,487 13,967 13,967 446 446 135 135 

B. “Off-balance sheet” 
exposures           

B.1 Non-performing loans - - - - - - - - - - 

B.2 Doubtful loans - - - - - - - - - - 

B.3 Other impaired assets - - - - - - - - - - 

B.4 Other exposures 15,556 15,556 2,643 2,643 - - - - - - 

Total B 15,556 15,556 2,643 2,643 - - - - - - 

Total (A+B) 31/12/2008 301,216 301,216 43,130 43,130 13,967 13,967 446 446 135 135 

Total (A+B) 31/12/2007 286,371 286,371 47,578 47,578 11,632 11,632 1,014 1,014 18 18 
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B.5 Large risks (according to supervisory legislation) 
 
 

(in thousands of EUR) 
Items/Amounts 31.12.2008 31.12.2007 

a) Amount 38,291 80,426 

b) Number 1 3 
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C. SECURITISATIONS AND ASSET SALES 
 
 
C.1 SECURITISATIONS 
 
QUALITATIVE INFORMATION 
 
In 2001 and 2003, the Bank performed the following securitisations, pursuant to Law no. 130/99: 
 
a) securitisation of non-performing loans, SPV: Ulisse 4 
b) securitisation of performing loans, SPV: Spoleto Mortgages 
 
 
Junior notes and subordinated loans 
 
Ulisse 4 
1) Junior notes 
Book value 2008: EUR 17,124 thousand (original value EUR 19,850 thousand) 
 
The values of the loan portfolio sold are summarised below: 
Gross original value of the loans sold: EUR 96,251 thousand 
Net original book value of the loans sold: EUR 32,129 thousand 
Total price of sale: EUR 28,850 thousand 
Value as at 31 December 2008 of the gross amount of the loans sold: EUR 62,806 thousand 
Value as at 31 December 2008 of the net book value (in the financial statements of the SPV) of the 
loans sold: EUR 15,148 thousand 
 
Spoleto Mortgages 
1) Excess spread 
Book value 2008:  EUR 7,660 thousand 
2) subordinated loan 
Book value 2008:  EUR 492 thousand 
 
The values of the loan portfolio sold are summarised below: 
Original value of the loans sold: EUR 207,026 thousand 
Immediate sale price: EUR 207,026 thousand 
Deferred price (excess spread) : EUR 8,439 thousand 
Value as at 31 December 2008 of the loans sold: EUR 80,916 thousand 
 
Ulisse 4 
The junior note issued by the SPV Ulisse 4 regards the securitisation of non-performing loans made 
in 2001. The nominal rate on said note is 2%, in 2008, in addition to 2%, extra interest was collected. 
The note is recognised in the ‘loans’ portfolio insofar as it is considered a loan granted to the issuer 
(SPV). 
As at 31 December 2008, the SPV had repaid all of the senior notes. 
 
As at 31 December 2008, a value adjustment of the above-cited junior note was considered 
necessary in order to take into account any impairment losses, estimated substantially on the basis 
of the historic trend of payments. 
 
Spoleto Mortgages 
Subordinated loans to the SPV Spoleto Mortgages S.r.l. are the result of the securitisation of 
performing loans started in 2003 and completed, with a retroactive effect, in 2004. 
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The securitisation was performed in order to dynamically manage assets and free the resources 
needed to continue to develop long-term credit, with the aim of directing credit activities towards 
specific product areas. 
 
As part of the above transaction, the Bank (originator) did not underwrite junior notes, but holds 
subordinated loans, which will be repaid when the SPV reaches a certain level of cash reserves, in 
accordance with the order of priority envisaged in the regulations of said note. The above-mentioned 
loans are recognised under ‘Due to customers’, insofar as they are considered credit granted to the 
issuer (SPV). 
 
As at 31 December 2008, the SPV has repaid 64.05% of the senior notes. The notes issued 
originally have been rated by Moody’s and Standard & Poor’s (S&P) as shown below (the ratings are 
still valid): 
 
Class A1: EUR 47.618 million – rating Aaa (Moody’s), AAA (S&P) – fully repaid 
Class A2: EUR 144.92 million – rating Aaa (Moody’s), AAA (S&P) – EUR 69.22 million remaining as 
at 31 December 2008 
Class B: EUR 7.246 million - rating A1 (Moody’s), A (S&P) – to be fully repaid 
Class C: EUR 7.246 million - rating Baa2 (Moody’s), BBB (S&P) – to be fully repaid 
 
It should also be noted that, as part of the above transaction, a derivative contract (back to 
back swap) was underwritten, by virtue of which, on a quarterly basis, through a third counterparty, 
the Bank collects the amount collected by the SPV in the period in terms of interest on the loans sold 
and pays a floating rate + spread (paid again by the counterparty to the SPV). Said swap is 
recognised in the trading book and as at 31 December 2008, it had a positive fair value. 
 
The subordinated loan to Spoleto Mortgages (recognised under Due to customers – subsidy income) 
corresponds to a payment made on the issue date of the notes to set up part of the initial cash 
reserve. Said loan earns interest of 2% per year, which the Bank waives if at each quarterly due 
date, the minimum level of cash needed to be able to pay it has not been reached. In 2008, the Bank 
collected part of the above-mentioned loan (the total amount collected  was around EUR 3,907 
thousand). The amount of the loan will be collected on the basis of the payment order envisaged by 
the regulations of the notes and if the SPV reaches a minimum level of  liquidity. 
 
The excess spread (deferred part of the price at which the loans are sold) is recognised net of a 
forfeit write-down of EUR 779 thousand, and will be collected on the basis of the payment order 
envisaged by the regulations of the notes and if the SPV reaches a minimum level of  liquidity. 
Periodically, the recoverability of the same is verified on the basis of a financial model to estimate 
expected cash flows. 
 
 
Servicing 
 
Servicing non-performing loans 
 
With regard to loan securitisations, the Bank has a servicing contract with Ulisse 4 for the transferred 
portfolio. The main obligations related to servicing are as follows: 
 

▪ collection of the loans transferred to the SPV; the repayment of collections take place with 
a value date of the same day as the collection; management and monitoring of court and 
out-of-court procedures needed to recover loans; management of guarantees on 
transferred loans; 

 
▪ maintenance of an IT database for the purposes of anti money-laundering legislation; 

periodic reports to the Risks Centre and compliance with privacy legislation; 
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▪ custody and updating of documents and half-yearly reports on activities performed. 
 
The following tables summarise the nominal value of the notes issued by the SPV Ulisse, the 
characteristics of servicing transactions, collection trends and the effects on the balance sheet and 
income statement. 
 
Servicing of performing loans 
 
As regards the securitisation of performing loans, the Bank has a servicing contract with the SPV 
Spoleto Mortgages for the transferred portfolio. The main obligations envisaged under the same are 
as follows: 

▪ Administration and management of collections and of the recoveries of the loans transferred 
to the SPV; initiating, managing and following legal proceedings and bankruptcy procedures 
regarding loans not classified as non-performing; performing any action, transaction or 
formality regarding the management and administration of the legal proceedings and 
bankruptcy procedures regarding any non-performing loans; 

▪ maintenance of an IT database for the purposes of anti money-laundering legislation; 
periodic reports to the Risks Centre and compliance with privacy legislation; 

▪ custody and updating of documents and periodic (monthly and quarterly) reports on activities 
performed. 
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SECURITISATIONS 
QUANTITATIVE INFORMATION 
 
C.1.1 Breakdown of exposures deriving from securitisations by quality of underlying asset 
 

31.12.2008 
(i thousands of EUR) 

Quality of underlying 
asset/Exposures 

Cash exposure Guarantees issued Credit lines 

Senior Mezzanine Junior Senior Mezzanine Junior Senior Mezzanine Junior 

Gross 
Exposure 

Net 
exposure 

Gross 
Exposure 

Net 
exposure 

Gross 
Exposure 

Net 
exposure 

Gross 
Exposure 

Net 
exposure 

Gross 
Exposure 

Net 
exposure 

Gross 
Exposure 

Net 
exposure 

Gross 
Exposure 

Net 
exposure 

Gross 
Exposure 

Net 
exposure 

Gross 
Exposure 

Net 
exposure 

A. With originated 
underlying assets:                   

a) Impaired - - - - 19,928 17,124 - - - - - - - - - - - - 

b) Other - - - - 8,159 8,152 - - - - - - - - -  4,405 4,405 

B. With third party 
underlying assets                   

a) Impaired - - - - - - - - - - - - - - - - - - 

b) Other - - - - - - - - - - - - - - - - - - 

 
The amount shown in the ‘junior’ column is represented by the junior note issued by the SPV Ulisse 4 for EUR 17,124 thousand and by loans held vis-à-vis the SPV Spoleto 
Mortgages (excess spread and subordinated loan in current account) for a total of EUR 8,159 
 
Over the course of previous years, the amount of the excess spread suffered a write-down of EUR 779 thousand; before said write-down, gross exposure vis-à-vis Spoleto 
Mortgages amounted to EUR 8,937 circa.  



PART E - INFORMATION ON RISKS AND RELATIVE HEDGING POLICIES 
 

196 

C.1.2 Breakdown of exposures deriving from main “originated” securitisations by type of securitised asset and type of exposure 
 

31.12.2008 
(i thousands of EUR) 

Type of securitised 
asset/Exposures 

Cash exposure Guarantees issued Credit lines 

Senior Mezzanine Junior Senior Mezzanine Junior Senior Mezzanine Junior 

Book value 

Value 
write-
backs/ 
adjust. 

Book value 

Value 
write-
backs/ 
adjust. 

Book value 

Value 
write-
backs/ 
adjust. 

Book value 

Value 
write-
backs/ 
adjust. 

Book value 

Value 
write-
backs/ 
adjust. 

Book value 

Value 
write-
backs/ 
adjust. 

Book value 

Value 
write-
backs/ 
adjust. 

Book value 

Value 
write-
backs/ 
adjust. 

Book value 

Value 
write-
backs/ 
adjust. 

A. Fully 
derecognised:                   

Spoleto Mortgages 
- landed-property 
loans secured by 
first mortgages on 
residential property   

- - - - 8,152 15 - - - - - - - - - - 4,405 - 

Ulisse 4                    
- Non-performing 
loans 

- - - - 17,124 (450) - - - - - - - - - - - - 
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C.1.4 Breakdown of exposures to securitisations by financial asset portfolio and by type 
31.12.208 

(in thousands of EUR) 

Exposure/portfolio 
Financial 

assets held 
for trading 

Financial 
assets 

measured at 
fair value 

Available-
for-sale 
financial 
assets 

Financial 
assets held 
to maturity 

Loans Total 
31.12.2008 

Total 
31.12.2007 

1. Cash exposures        

-Senior - - - - - - - 

- Mezzanine - - - - - - - 

- Junior - - - - 25,276 25,276 26,866 

2. Off-balance sheet exposures        

-Senior - - - - - - - 

- Mezzanine - - - - - - - 

- Junior - - - - - - - 
The amount shown in the ‘junior’ column is represented by the junior note issued by the SPV Ulisse 4 for EUR 17,124 thousand and 
by loans held vis-à-vis the SPV Spoleto Mortgages (excess spread and subordinated loan in current account) for a total of EUR 8,159 
 
C.1.5 Total amount of securitised assets underlying junior securities or other forms of 
backing 

31.12.208 
(in thousands of EUR) 

Assets/values Traditional securitisations Synthetic securitisations 

A. Originated underlying assets: 103,906 - 
A.1 Fully derecognised 103,906 - 

1. Non-performing loans 22,990 - 
2. Doubtful loans - - 
3. Restructures exposures - - 
4. Past due exposures - - 
5. Other assets 80,916 - 

A.2 Partially derecognised: - - 
1. Non-performing loans - - 
2. Doubtful loans - - 
3. Restructures exposures - - 
4. Past due exposures - - 
5. Other assets - - 

A.3 Not derecognised - - 
1. Non-performing loans - - 
2. Doubtful loans - - 
3. Restructures exposures - - 
4. Past due exposures - - 
5. Other assets - - 

B. Third party underlying assets: - - 
B.1. Non-performing loans - - 
B.2. Doubtful loans - - 
B.3. Restructures exposures - - 
B.4. Past due exposures - - 
B.5. Other assets - - 
 
 
C.1.6 Stakes in special purpose vehicles 
Name Registered office % stake 
Ulisse 4 S.r.l. Via E. Duse, 53 – Rome 7.0% 
Spoleto Mortgages S.r.l. Via E. Duse, 53 – Rome 10.0% 
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C.1.7 Servicer activities – Collection of securitised loans and repayment of securities issued by special purpose vehicles 
 
 

31.12.2008 
(in thousands of EUR) 

Special Purpose Vehicle 

Securitised assets 
(end-of-year amount) 

Collections of loans 
during the year Percentage of reimbursed securities (end-of-year amount) 

Impaired Performing Impaired Performing 
Senior Mezzanine Junior 

Impaired 
assets 

Performing 
assets 

Impaired 
assets 

Performing 
assets 

Impaired 
assets 

Performing 
assets 

Ulisse 4 S.r.l. 22,990 - 1,596 - 100.00% - 100.00% - 0.00% - 

Spoleto Mortgages s.r.l. - 80,916 - 27,061 - 64.05% - 0.00% - 0.00% 
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C. 2 Sales 
 
C.2.1 Financial assets sold and not derecognised 

31.12.2008 
(in thousands of EUR) 

Technical 
form/Portfolio 

Financial assets 
held for trading 

Financial assets 
measured at fair 

value 

Available-for-sale 
financial assets 

Financial assets 
held to maturity Due from banks Due from customers Total Total 

A B C A B C A B C A B C A B C A B C 31.12.2008 31.12.2007 

A. Cash assets 69,652 - - - - - 75,804 - - - - - 39,263 - - 24,704 - - 209,423 228,719 

1. Debt securities 69,652 - - - - - 75,804 - - - - - 39,263 - - 24,704 - - 209,423 228,719 

2. Equity 
instruments 

- - - - - - - - - - - - - - - - - - - - 

3. U.C.I. shares - - - - - - - - - - - - - - - - - - - - 

4. Loans - - - - - - - - - - - - - - - - - - - - 

5. Impaired assets - - - - - - - - - - - - - - - - - - - - 

B. Derivative 
instruments - - - - - - - - - - - - - - - - - - - - 

Total 31/12/2008 69,652 - - - - - 75,804 - - - - - 39,263 - - 24,704 - - 209,423 228,719 

Total 31/12/2007 166,820 - - - - - 23,575 - - - - - 20,772 - - 17,552 - - 228,719 228,719 

 
KEY 
A = Financial assets sold fully recognised (book value) 
B = Financial assets sold partially recognised (book value) 
C = Financial assets sold partially recognised (whole value) 
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C.2.2 Financial liabilities corresponding to financial assets sold and not derecognised 
 

31.12.2008 
(in thousands of EUR) 

Liability/Asset portfolio 
Financial 

assets held 
for trading 

Financial 
assets 

measured at 
fair value 

Available-for-
sale financial 

assets 

Financial 
assets held to 

maturity 

Due from 
banks 

Due from 
Customers Total 

1. Due to customers 69,687 - 76,351 - 37,900 27,854 211,792 

a) corresponding to fully recognised assets 69,687 - 76,351 - 37,900 27,854 211,792 

b) corresponding to partially recognised assets - - - - - - - 

2. Due to banks - - - - - - - 

a) corresponding to fully recognised assets - - - - - - - 

b) corresponding to partially recognised assets - - - - - - - 

3. Outstanding securities - - - - - - - 

a) corresponding to fully recognised assets  - - - - - - 

b) corresponding to partially recognised assets        

Total 31/12/2008 69,687 - 76,351 - 37,900 27,854 211,792 

Total 31/12/2007 168,155  25,680  20,233 19,904 233,972 
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SECTION 2 – MARKET RISK 
 
2.1 – INTEREST RATE RISK – REGULATORY TRADING BOOK 
 
QUALITATIVE INFORMATION 
 
A. General aspects 
Financial risks are associated to fluctuations in the value of the Bank’s positions following changes in market 
prices/factors and affect all positions related to trading activities (trading book) and commercial activities and to 
strategic investment decisions (banking book). Market risk includes interest rate, exchange, share and credit 
spread risks. 
 
The risk profile established by the Board, and therefore implemented by management for the bank’s operations, 
continues to be low. Therefore all operating decisions are characterised by the utmost prudence and the yield of 
the portfolio is consistent with the low risk profile. 
 
With reference to the regulatory portfolio of trading instruments, corresponding to the trading book, as at 31 
December 2008, the interest rate risk was at minimum levels; the average duration of the above-cited portfolio 
was 0.52 years; around 87.74% of the trading book regards floating-rate instruments, while fixed-rate 
instruments, which represent around 10.95% of the book, have an average residual life of around 3 years. 
Almost the entire trading book is represented by plain vanilla products and the structured bonds component is 
zero. 
 
There was almost no activity as regards the trading of complex or structured products. 
 
With regard to issuer risk, we would like to point out that, in addition to government and equivalent securities, 
which represent 10.87% of the portfolio, the main asset is represented by bond issued by banks, the majority of 
which Italian (88.01%). Non-banking corporate bonds plus share exposure, represent around 1.12% of the 
portfolio (of which 0.56% equity instruments and Mutual Investment Funds in Shares and 0.56 % corporate 
bonds) . 
 
In addition to trading in securities, several transactions in quoted (Bund Future) and unquoted derivatives 
(options on government securities) were performed. The volumes of such were low, the limits of stop loss were 
strict and the overall level of risk was in line with the Bank’s strategic objectives. 
 
Beyond bonds and shares, the regulatory trading book also contains interest rate derivatives totalling a notional 
EUR 130 million circa, 55 million of which refers to loans disbursed to customers and 85 million to the derivative 
(basis swap) of the securitisation of performing loans, Spoleto Mortgages. Said derivatives, created for the 
purpose of hedging, were included in the trading book on the date of FTA of the new IAS/IFRS accounting 
standards as they did not meet the requirements for the application of Hedge Accounting. 
 
The crisis that hit the banks and the financial world in general in 2008, materialised with the collapse of share 
prices and the widening of credit spreads on bank bonds. As far as the Bank is concerned, the negative effects 
were fairly limited, thanks to the prudent composition of the trading book, which mainly comprises Italian senior 
bonds with short-term maturities. 
 
In the last quarter, with regard to the changes to accounting standards IAS 39 and IFRS 7, issued in October 
2008, part of the trading book was reclassified to the Due from Customers and Due from Banks portfolios as well 
as to the Available for Sale portfolio. 
 
B. Management processes and methods to measure market risk 
 
B.1 Organisational aspects 
The process to the manage market risks of the Bank’s trading book is regulated in order to identify the criteria to 
manage the risk profiles, the activities to perform to correctly apply the criteria, the business units responsible for 
performing said activities and the procedures to support the same. The assignment of the activities to the various 
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organisational structures is made on the basis of the functioning of the process, namely its suitability to achieve 
set objectives (effectiveness) and its capacity to achieve them at a reasonable cost (efficiency). 
 
The steps of the process are outlined below: 
 
- investment policies; 
 
- assuming risk; 
 
- measuring risk; 
 
- controlling risk.  
 
Investment Policies 
 
The objective of investment policies is to implement short or long-term strategies, in order to quantify the 
resources to be allocated to the financial investment sector of the trading book. Quantifying the resources to be 
allocated to the sector is carried out taking into consideration overall market risks (interest rate, share price, 
exchange) and is determined on the basis of the results of analyses conducted on forecasts regarding the trends 
of the main macro-economic variables, of the main reference markets, of international and national monetary 
policies, of the characteristics of the company’s financial structure, of the correct performance for risk of 
investments made and to be made, of public constraints and of Regulatory standards. 
 
Assuming Risks 
 
Short and long term investments in the trading derivatives segment are made with reference to a risk/return ratio 
associated with the same, in line with the Bank’s risk containment policy. Therefore, investments, as mentioned 
above, characterised with the utmost prudence, are made in compliance with operating limits and authorisations 
established in the “Framework Resolution” which, also based on the risk profile, have been set for nominal 
values, awarding powers in decreasing order from the Executive Committee, to the General Manager, Deputy 
General Manager, Finance Director, Stock Exchange and Markets Office Manager. 
 
Measuring Risks 
 
Risks are measured continuously by the Stock Exchange and Markets Office, under the Finance Department, 
which produces a report for the Management bodies and corporate functions involved in the financial process, 
bearing the following in mind: 
 
- the market value of the financial instruments. Said value must be adequate over time (mark to market); 
 
- the variables underlying the financial instruments that influence the value of the same (interest rates, share 

prices, exchange rates etc.); 
 
- the volatility, namely the expected change of the variables underlying the financial instruments in a specific 

time horizon;  
 
The exposure to market risk is monitored on a daily basis by the Planning-Management Control-Risk department 
using VaR techniques which take the following variables into account:  
 
- the correlation between the different financial instruments that are sensitive to the same underlying variable 

(interest rates, share prices, exchange rates etc.); 
- the correlation between the different portfolios of financial instruments sensitive to different underlying 

variables; 
- the sensitivity of the market value of financial instruments to a change in the afore-mentions variables 

underlying the same instruments; 
- the desired level of “protection” (level of confidence or the probability with which the estimates made could 

actually occur). 
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Controlling Risks 
 
Risks are checked continually by the Stock Exchange and Markets Office, the Administrative Financial Services 
Office, Planning-Management Control-Risk department and periodically by the Finance Committee as regards: 
 
- observing operating limits, meaning operating authorisations and compliance with the recommendations of 

the Board of Directors and the Finance Committee; 
- the performance and the economic results produced by the finance segment. 
 
Risk control activities are also performed periodically by the Internal Audit department and by the business units 
involved in the financial process to check: 
 
- the adequacy and the smooth running of the financial process; 
 
- the respect of risk management rules and criteria; 
 
- the correct performance of the activities and checks established to monitor risk; 
 
- the presence of potential issues, to be promptly resolved. 
 
Periodically, as part of the analyses performed using Asset & Liability Management techniques, the Planning-
Management Control-Risk department produces analyses to measure the Bank’s exposure (trading book and 
banking book) to interest rate risk, both as regards current profit (Maturity Gap) and as regards market values 
(Duration Gap and Sensitivity Analysis). 
 
On a daily basis, the Planning-Management Control-Risk department uses VaR techniques to produce a 
synthetic indicator of the implicit market risk of the trading book, which is made available to Finance 
Management. 
 
B.2 Methodological aspects 
 
In addition to Mark to Market assessments and Asset & Liability Management analyses, the Bank uses a VaR 
model as a tool to measure and control the exposure to market risks of the trading book. 
 
VaR is a statistical measurement that estimates the potential losses caused by the variability of the risk factors to 
which the trading book is exposed in a set time horizon (holding-period) and with a specific statistical level of 
confidence. With regard to the parameters of the model used, the Bank measures, adopting a prudent approach, 
a VaR with a confidence level of 95%, on a holding period of ten days. 
 
The positions for which VaR is calculated are those in financial instruments classified as assets or liabilities 
belonging to the trading book. 
 
To calculate VaR, which is measured at global trading book level, the Bank has adopted the variance-covariance 
statistical method, which uses historic series of risk factors. 
 
At present, the Bank does not use the internal market risk management model to determine the prudential 
capital requirements of the trading book (which are quantified using a standard approach). 
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QUANTITATIVE INFORMATION 
 
1. Regulatory trading book: breakdown by residual maturity (re-pricing date) of financial cash assets and 
liabilities and financial derivatives 
 
Currency: EURO 
 

31.12.2008 
(in thousands of EUR) 

Type/residual maturity On 
demand 

Up to 3 
months 

From 3 
to 6 

months 

From 6 
months 

to 1 year 

From 1 
year to 5 

years 

From 5 
years to 
10 years 

Over ten 
years 

Undeter-
mined 

maturity 
1. Cash assets - 141,822 22,057 5,101 6,115 93 4,184 483 

1.1 Debt securities - 141,822 22,057 5,101 6,115 93 4,184 483 

- with early repayment option - 1,127 - 75 505 - 12 - 

- other - 140,695 22,057 5,026 5,610 93 4,172 483 

1.2 Other assets - - - - - - - - 

2. Cash liabilities - - - - - - - - 

2.1 Repos - - - - - - - - 

2.2 Other liabilities - - - - - - - - 

3. Financial derivatives 272,338 8,643 5,867 2,114 68,815 15,694 10,296 - 

3.1 With underlying security - 5,634 4,695 - 171 529 1,217 - 

- Options - - 1,217 - - - 1,217 - 

+ Long positions - - 804 - - - 413  

+ Short positions - - 413 - - - 804 - 

- Other - 5,634 3,478 - 171 529 - - 

+ Long positions - 1,341 3,288 - 9 272 - - 

+ Short positions - 4,293 190 - 162 257 - - 

3.2 Without underlying security 272,338 3,009 1,172 2,114 68,644 15,165 9,079 - 

- Options 8,264 - - - 4,035 1,334 2,895 - 

+ Long positions 5,621 - - - 1,976 667 - - 

+ Short positions 2,643 - - - 2,059 667 2,895 - 

- Other 264,074 3,009 1,172 2,114 64,609 13,831 6,184 - 

+ Long positions 133,696 1,833 487 880 30,856 8,473 1,677 - 

+ Short positions 130,378 1,176 685 1,234 33,753 5,358 4,507 - 
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Currency: OTHER CURRENCIES 
31.12.2008 

(in thousands of EUR) 

Type/residual maturity On 
demand 

Up to 3 
months 

From 3 
to 6 

months 

From 6 
months 

to 1 year 

From 1 
year to 5 

years 

From 5 
years to 
10 years 

Over ten 
years 

Undeter-
mined 

maturity 
1. Cash assets 30 - - - - - - - 

1.1 Debt securities 30 - - - - - - - 

- with early repayment option - - - - - - - - 

- other 30 - - - - - - - 

1.2 Other assets - - - - - - - - 

2. Cash liabilities - - - - - - - - 

2.1 Repos - - - - - - - - 

2.2 Other liabilities - - - - - - - - 

3. Financial derivatives  2,313 - 148 - - 34 - 

3.1 With underlying security - 33 - - - - 34 - 

- Options - - - - - - - - 

+ Long positions - - - - - - - - 

+ Short positions - - - - - - - - 

- Other  33 - - - - 34 - 

+ Long positions - 17 - - - - 17 - 

+ Short positions - 16 - - - - 17 - 

3.2 Without underlying security - 2,280 - 148 - - - - 

- Options - - - - - - - - 

+ Long positions - - - - - - - - 

+ Short positions - - - - - - - - 

- Other - 2,280 - 148 - - - - 

+ Long positions - 724 - 74 - - - - 

+ Short positions - 1,556 - 74 - - - - 
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2. Regulatory trading book – internal models and other sensitivity analysis methods. 
 
Market risk is monitored on a daily basis by the Planning-Management Control-Risk Management Department in 
order to manage the same, in terms of Value at Risk calculated using Cedacrinod’s parametric procedure based 
on a Prometeia Riskmetrics model, with a level of confidence of 95% and a time horizon of 10 days. 
 
Over the course of 2008, while Banca Popolare di Spoleto SpA’s regulatory trading book1 demonstrated limited 
volatility, it showed an upward trend of the same, particularly in the last quarter, due to increased market 
volatility. 
 
 
 
The average of daily VaRs recorded during the course of 2008 was EUR 231.6 thousand, with a peak of EUR 
584.4 thousand (recorded on 8 December) and a minimum of EUR 92.02 thousand (recorded on 15 April). The 
VaR at the end of the year was EUR 420.1 thousand. The graph below shows the trend of daily VaRs measured 
in 2008. 
 
 
Trading Book 

VaR trend 2008 
 
 
 
 
 

Jan   Feb   Mar   Apr   May   Jun   Jul   Aug   Sep   Oct   Nov   Dec 
 
 

 
Lastly, as regards the Regulatory Securities Trading book, the effects expected from a parallel change 
in interest rates +/- 100 base points are shown below.  
 
EUR/1,000,000 Banking margin Profit (gross) for the year (*) Mark-to-market (**) 

+ 100 base points 1.444 1.444 (0.691) 

- 100 base points (1.444) (1.444) 0.757 

 
(*) margin analysis - Shifted Beta Gap method 
(**) value analysis – Duration Gap method 
 

                                                 
1The portfolio monitored includes only assets held for trading; it therefore excludes derivates stipulated to hedge operations. 
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2.2 – INTEREST RATE RISK – BANKING BOOK 
 
QUALITATIVE INFORMATION 
 
A. General aspects, management processes and methods to measure market risk 
 
A.1. General aspects 
 
The banking book is currently represented by the “Loans & Receivables” segment, which includes, in addition to 
approximately EUR 71 million in capitalisation policies, bonds worth around EUR 128 million (book value), which 
by virtue of their nature cannot be considered loans granted to the issuer, which include the SPV “Ulisse 4” 
resulting from the securitisation of non-performing loans worth around EUR 17 million (against an original value 
of EUR 19.8 million, EUR 2.8 million has been allocated to funds for the sake of prudence). The L&R portfolio is 
measured according to IAS criteria at “amortised cost less permanent impairment losses” and is exposed to both 
credit risk (see credit risk section) and interest rate risk. 
 
The banking book also includes the “AFS” portfolio, totalling around EUR 202 million (book value), comprising 
mainly income-generating securities that the bank has purchased with the objective of improving the interest 
margin. The AFS portfolio, which is exposed mainly to interest rate risk, is measured at fair value and valuation 
spreads impact equity, while trading securities impact the income statement. 
 
In the last quarter, with regard to the changes to international accounting standards IAS 39 and IFRS 7, issued 
in October 2008, part of the trading book was reclassified to the Due from Customers and Due from Banks 
portfolios as well as to the Available for Sale portfolio. 
 
For further information, please refer to the comments below table 2.4.1 in Part B – Assets, in the Explanatory 
Notes. 
 
A.2. Management processes and methods to measure market risk  
 
A.2.1. Organisational aspects 
  
The process to the manage market risks of the Bank’s banking book is regulated in order to identify the criteria to 
manage the risk profiles, the activities to perform to correctly apply the criteria, the business units responsible for 
performing said activities and the procedures to support the same. The assignment of the activities to the various 
organisational structures is made on the basis of the functioning of the process, namely its suitability to achieve 
set objectives (effectiveness) and its capacity to achieve them at a reasonable cost (efficiency). 
 
The steps of the process are outlined below: 
 
- risk management policy; 
- assuming risk; 
- measuring risk; 
- controlling risk.  
 
Risk management policy 
 
The objective of the risk management policy is to implement short or long-term strategies, in order to quantify the 
resources to be allocated to the loans and financial investment segments  in terms of exposure to market risks 
(interest rate, share price, exchange) of the banking book as a whole in terms of the volatility of the interest 
margin and the economic value of equity. Quantifying the resources to be allocated to the above segments is 
made taking into account the above-cited market risks and liquidity risk, on the basis of the results of analyses 
conducted on forecasts regarding the trends of the main macro-economic variables, of the main reference 
markets, of international and national monetary policies, of the characteristics of the company’s financial 
structure, of the characteristics of the banking book, of public constraints and of Regulatory standards. 
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Assuming Risks 
 
The exposure to structural interest rate risk is defined, for a set time horizon, with reference to the effect on the 
interest margin/equity at risk and to the acceptable variance with respect to the above-cited exposure, also 
taking into account the Bank’s general risk adverse policy.  The result is a general approach aimed to contain 
the mismatch of maturities and excessive exposure to interest rate risk. 
 
Measuring Risks 
 
Market risk measurement regards constructing an indicator of the risk resulting from the composition, structure 
and characteristics of the banking book. 
 
Structural interest rate risk, namely the risk that expected and unexpected changes in market interest rates have 
a negative impact on the interest margin and on the asst/liabilities portfolio, is measured by means of the 
maturity gap and the duration gap. The former, given by the different between sensitive assets and sensitive 
liabilities, has to measure the exposure of the interest margin to said risk. The latter, given by the difference 
between the average maturity of assets and of liabilities, has to measure the exposure of the market value of the 
asset/liabilities portfolio to interest rate risk. While maturity gap techniques, encompassing simple, incremental, 
weighted, beta and shifted, analyse the impact of a change in interest rates on the interest margin, duration gap 
techniques estimate the impact that a change in interest rates would produce on the market value of assets and 
liabilities. 
 
Risks are measured periodically by the Planning-Management Control-Risk department, which produces reports 
for the Management bodies and corporate functions involved in the process of managing structural interest rate 
risk and liquidity risk. 
 
 
Controlling Risks 
 
Risks are checked periodically by the Planning-Management Control-Risk department, to verify the risk of a 
change in the interest margin or in equity. 
 
Risk control activities are also performed periodically by the Internal Audit department and by the business units 
involved in the process of managing structural interest rate risk and liquidity risk, to check: 
 
- the adequacy and the smooth running of the financial process; 
- the respect of risk management rules and criteria; 
- the correct performance of the activities and checks established to monitor risk; 
- the presence of potential issues, to be promptly resolved. 
 
 
A.2.2 Methodological aspects 
 
The aim of the Asset & Liability management system used by the Bank is to measure its exposure to structural 
interest rate risk. 
 
Periodically, the exposure to interest rate risk is estimated adopting the current earnings approach, from a short-
term perspective, and the economic value of equity approach, from a medium-long term perspective, using an 
assumed interest rate variation of +/- 100 bps. 
 
The approach based on current earnings (gap analysis) entails estimating the impact, on a stochastic and 
deterministic basis, of a change in interest rates on the Bank’s risk-sensitive asset and liability items (with 
maturities or re-pricing dates encompassed in the gapping period). The variable analysed is the interest margin. 
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Within the gapping period, the analysis includes: 
 

- Basic Maturity Gap model: transactions that are sensitive to interest rates are identified; 

- Incremental gap: considers the re-pricing profile of each item sensitive to interest rates; 

- Beta Gap: considers the different elasticity between the interest income and interest expense rates of bank 
products and the relative risk factors; 

- Shifted Gap: considers the phenomenon of the viscosity of items in question to changes in market interest 
rates. 

 
The approach based on the economic value of equity (duration gap and sensitivity analysis) entails estimating 
the impact on the market value of equity following an unexpected change in interest rates. In determining said 
impact, the difference in the present value of the item is calculated by discounting all of the cash flows of the 
instrument used, at first at existing rates and then the curves resulting from: 
 

- A parallel shift of the curve of 100 b.p. (duration gap); 

- A forecasting scenario, in which starting from two-year forecasts on the curves provided by Promoteia, 
shocks associated to the response of the various nodes of the term structure to changes in reference rates 
are identified, in this case 100 b.p. for a one-month euribor. 

 
 
B. Fair value hedging 
 
Hedging activities have been performed systematically since 2004, and aim to sterilise the interest rate risk 
present in asset and liability items on the balance sheet. The method used is that of fair value hedges, the 
objective of which is to transform the Bank’s exposure from fixed rate to floating rate. 
 
Hedging entails the use of hedging derivative instruments which, if recognised in hedge accounting, show a fair 
value that moves in the opposite direction to that of the hedged instrument (mortgages and bond loans), so as to 
considerably limit the volatility of the Income Statement. 
 
With regard to hedging the interest rate risk implicit in balance sheet liabilities, the instruments commonly used 
are interest rate swaps which are traded, in general, to cover fixed-rate bond issues. 
 
With regard, on the other hand, to assets, therefore loans and mortgages granted, fair value hedges use the 
same AMSW or options on interest rates if hedging exposures with caps or floors. Asset hedging activities are 
performed for longer maturities (over 10 years) and whenever the amount of the mortgage or loans granted 
reaches set critical thresholds (around EUR 3 million), which make the cost of trading the derivative instruments 
negligible. 
 
Given the objective of stabilising the Bank’s interest margin, to trade IRS and AMSW hedges, imbalances 
between items sensitive to interest rate changes at different maturities are taken into consideration. 
 
As regards the timing of transactions, the observed and envisaged trend of the reference interest rates is taken 
into account.  
 
 
C. Cash flow hedges 
 
The Bank does not perform any cash flow hedges.  
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QUANTITATIVE INFORMATION 
 
1. Banking book: breakdown by residual maturity (by re-pricing date) of cash assets and liabilities and of 
financial derivatives  
 
Currency: EURO 

31.12.2008 
in thousands of EUR) 

Type/residual maturity On 
demand 

Up to 3 
months 

From 3 to 
6 months 

From 6 
months to 

1 year 

From 1 
year to 5 

years 

From 5 
years to 
10 years 

Over ten 
years 

Undeter-
mined 

maturity 
1. Cash assets 805,756 686,187 219,497 65,518 293,543 109,720 144,679 35,864 

1.1 Debt securities 15,550 127,231 108,295 21,460 25,864 22,207 507 1,335 
- with early repayment option - 2,977 - 2,460 1,064 - - - 
- other 15,550 124,254 108,295 19,000 24,800 22,207 507 1,335 

1.2 Loans to banks 2,261 11 - - - - - 3,921 

1.3 Loans to customers 787,945 558,945 111,202 44,058 267,679 87,513 144,172 30,608 

- current accounts 499,639 - - - - - - - 

- other loans 288,306 558,945 111,202 44,058 267,679 87,513 144,172 30,608 

- with early repayment option 120,427 551,123 91,540 39,523 195,422 87,513 144,172 - 

- other 167,879 7,822 19,662 4,535 72,257 - - 30,608 

2. Cash liabilities 1,267,579 646,217 305,759 62,842 107,943 53,436 1,975 - 

2.1 Due to customers 1,252,203 255,787 6,948 - - - - - 

- current accounts 1,103,733 - - - - - - - 

- other payables 148,470 255,787 6,948 - - - - - 

- with early repayment option - - - - - - - - 

- other 148,470 255,787 6,948      

2.2 Due to banks 12,302 9,522 - - 5,109 - - - 

- current accounts 12,302 - - - - - - - 

- other payables - 9,522 - - 5,109 - - - 

2.3 Debt securities 3,074 380,908 298,811 62,842 102,834 53,436 1,975 - 

- with early repayment option - 19,338 - - - - - - 

- other 3,074 361,570 298,811 62,842 102,834 53,436 1,975 - 

2.4 Other liabilities - - - - - - - - 

- with early repayment option - - - - - - - - 

- other - - - - - - - - 

3. Financial derivatives 483,323 66,959 21,625 60,810 172,655 73,211 88,063 - 

3.1 With underlying security - - - - - - - - 

- Options - - - - - - - - 
+ Long positions - - - - - - - - 
+ Short positions - - - - - - - - 

- Other - - - - - - - - 
+ Long positions - - - - - - - - 
+ Short positions - - - - - - - - 

3.2 Without underlying security 483,323 66,959 21,625 60,810 172,655 73,211 88,063 - 

- Options 11,282 - - - 4,666 - 6,617 - 
+ Long positions 11,282 - - - - - - - 
+ Short positions - - - - 4,666 - 6,617 - 

- Other 472,041 66,959 21,625 60,810 167,989 73,211 81,446 - 
+ Long positions 234,213 50,387 19,083 55,590 94,587 18,180 - - 
+ Short positions 237,828 16,572 2,542 5,220 73,402 55,031 81,446 - 
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Currency: OTHER CURRENCIES 
31.12.2008 

in thousands of EUR) 

Type/residual maturity On 
demand 

Up to 3 
months 

From 3 to 
6 months 

From 6 
months to 

1 year 

From 1 
year to 5 

years 

From 5 
years to 
10 years 

Over ten 
years 

Undeter-
mined 

maturity 
1. Cash assets 3,974 6,760 1,999 - - - - - 

1.1 Debt securities - - - - - - - - 

- with early repayment option - - - - - - - - 

- other - - - - - - - - 

1.2 Loans to banks 1,749 - - - - - - - 

1.3 Loans to customers 2,225 6,760 1,999 - - - - - 

- current accounts 2 - - - - - - - 

- other loans 2,223 6,760 1,999 - - - - - 

- with early repayment option 2,223 6,760 1,999 - - - - - 

- other - - - - - - - - 

2. Cash liabilities 2,269 5,149 4,137 - - - - - 

2.1 Due to customers 2,269 5,149 4,137 - - - - - 

- current accounts 2,269 - - - - - - - 

- other payables - 5,149 4,137 - - - - - 

- with early repayment option - - - - - - - - 

- other - - - - - - - - 

2.2 Due to banks - - - - - - - - 

- current accounts - - - - - - - - 

- other payables - - - - - - - - 

2.3 Debt securities - - - - - - - - 

- with early repayment option - - - - - - - - 

- other - - - - - - - - 

2.4 Other liabilities - - - - - - - - 

- with early repayment option - - - - - - - - 

- other - - - - - - - - 

3. Financial derivatives - 3,602 - - - - - - 

3.1 With underlying security - - - - - - - - 

- Options - - - - - - - - 
+ Long positions - - - - - - - - 
+ Short positions - - - - - - - - 

- Other - - - - - - - - 
+ Long positions - - - - - - - - 
+ Short positions - - - - - - - - 

3.2 Without underlying security - 3,602 - - - - - - 

- Options - - - - - - - - 
+ Long positions - - - - - - - - 
+ Short positions - - - - - - - - 

- Other - 3,602 - - - - - - 
+ Long positions - 1,801 - - - - - - 
+ Short positions - 1,801 - - - - - - 
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 2.3 – PRICE RISK – REGULATORY TRADING BOOK 
 
QUALITATIVE INFORMATION 
 
As the dominant component of the trading book is floating-rate bonds with an average maturity of under six 
months, despite the continuing credit crisis, the price risk is minimal.  
 
The majority of minus valuations have been generated by the fall in CCT prices and by the widening of credit 
spreads, which have impacted the valuations of the remainder of the portfolio, although to a limited extent. 
 
With regard to the exposure of the share segment, the high volatility and terrible performance recorded by all 
world stock markets has not actually increased the implicit risk of the trading book due to its very limited 
exposure (shares corresponding to 0.11% of the trading book, funds corresponding to 0.45%). 
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QUANTITATIVE INFORMATION 
 
1. Regulatory trading book: cash exposures in equity instruments and U.C.I. shares 
 

(in thousands of EUR) 

Type of exposure/Amounts 
Book values 

Quoted Unquoted 

A. Equity instruments 111 423 
A.1 Shares 70 423 
A.2 Innovative equity instruments - - 
A.3 Other equity instruments 41 - 

B. U.C.I. shares 628 - 
B.1 Italian 628  

- harmonised open-end 628 - 
- non harmonised open-end - - 
- closed-end - - 
- reserved - - 
- speculative - - 

B.2 Of other EU countries - - 
- harmonised  - - 
- non harmonised open-end - - 
- non harmonised closed-end - - 

B.3 Of other non EU countries - - 
- open-end - - 
- closed-end - - 

Total 739 423 
 
 
2. Regulatory trading book: breakdown of exposures in equity instruments and share indices for the 
main countries of the stock markets quoted 

 
(in thousands of EUR) 

Type of exposure/Amounts Quoted Unquoted 
 Italy Other countries  
A. Equity instruments 70 41 423 

- long positions 70 41 423 
- short positions - - - 

B. Sales/Purchase of equity instruments not yet settled - - - 
- long positions - - - 
- short positions - - - 

C. Other derivatives on equity instruments - - - 
- long positions - - - 
- short positions - - - 

D. Derivatives in share indices - - - 
- long positions - - - 
- short positions - - - 
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2.4 – PRICE RISK – BANKING BOOK 
 
QUALITATIVE INFORMATION 
 
With regard to the banking book, price risk is limited to the positions contained in the Available for Sale portfolio, 
for which, in general, the same considerations made for the trading book are also valid. 
 
As this portfolio contains mainly income-generating securities that the bank has purchased with the objective of 
improving the interest margin, the average maturity is slightly higher than that of the trading book, but in any 
event, less than one year. 
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QUANTITATIVE INFORMATION 
 
1. Banking book: cash exposures in equity instruments and U.C.I. shares 
 

(in thousands of EUR) 

Items 
Book values 

Quoted Unquoted 

A. Equity instruments 811 5,599 
A.1 Shares 811 5,599 
A.2 Innovative equity instruments - - 
A.3 Other equity instruments - - 

B. U.C.I. shares - - 
B.1 Italian -  

- harmonised open-end - - 
- non harmonised open-end - - 
- closed-end - - 
- reserved - - 
- speculative - - 

B.2 Of other EU countries - - 
- harmonised  - - 
- non harmonised open-end - - 
- non harmonised closed-end - - 

B.3 Of other non EU countries - - 
- open-end - - 
- closed-end - - 

Total 811 5,599 
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2.5 - EXCHANGE RISK 
 
QUALITATIVE INFORMATION 
 
Exchange risk is managed by the Treasury, which, on the basis of overall imbalances, arranges for appropriate 
hedges to be put in place in order to maintain the risk profile within very contained limits. 
 
As at 31 December 2008, the capital requirement for the Bank’s exchange risk was zero, insofar as the “net 
open foreign exchange position” is within 2% of regulatory capital.  
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QUANTITATIVE INFORMATION 
 
1. Breakdown of assets, liabilities and derivatives by currency 
 

31.12.2008 
(in thousands of EUR) 

Items 
Currency 

US dollar GB Pound Yen Canadian 
dollar 

Swiss 
Franc 

Other 
currencies 

A. Financial assets 4,336 75 2,863 52 5,255 246 

A.1 Debt securities 30 - - - - - 

A.2 Equity instruments 64 - - - - - 

A.3 Loans to banks 752 66 458 49 178 246 

A.4 Loans to customers 3,490 9 2,405 3 5,077 - 

A.5 Other financial assets - - - - - - 

B. Other assets 240 71 4 1 17 1 

C. Financial liabilities 3,861 80 2,732 50 5,222 9 

C.1 Due to banks 1,665 - 2,418 - 5,203 - 

C.2 Due to customers 2,196 80 314 50 19 9 

C.3 Debt securities - - - - - - 
D. Other financial 
liabilities 163 27 - - - - 

D. Financial derivatives 1,106 1 1,018 - 302 - 

- Options - - - - - - 

+ long positions - - - - - - 

+ short positions - - - - - - 

- Other 1,106 1 1,018 - 302 - 

+ long positions 293 - 405 - 100 - 

+ short positions 813 1 613 - 202 - 

Total assets 4,869 146 3,272 53 5,372 247 

Total liabilities 4,837 108 3,345 50 5,424 9 

Imbalance (+/-) 32 38 (73) 3 (52) 238 
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2.6 FINANCIAL DERIVATIVE INSTRUMENTS 
 
A. Financial derivatives 
 
A.1 Regulatory trading book: year-end notional and average amounts 

(in thousands of EUR) 

Type of transaction/Underlying 
instrument 

Debt securities and 
interest rates 

Equity instruments 
and stock indices 

Exchange rates and 
gold Other values Total 31.12.2008 Total 31.12.2007 

Quoted Unquoted Quoted Unquoted Quoted Unquoted Quoted Unquoted Quoted Unquoted Quoted Unquoted 
1. Forward rate agreements - - - - - - - - - - - - 
2. Interest rate swaps - 88,529 - - - - - - - 88,529 - 114,772 
3. Domestic currency swaps - - - - - - - - - - - - 
4. Currency Interest rate swaps - - - - - - - - - - - - 
5. Basis swaps - 87,772 - - - - - - - 87,772 - 107,990 
6. Exchange of stock indices - - - - - - - - -  - - 
7. Exchange of real indices - - - - - - - - -  - - 
8. Futures - - - - - - - - -  - - 
9. Caps - 25,845 - - - - - - - 25,845 - 78,848 

- Bought - 19,603 - - - - - - - 19,603 - 72,475 
- Issued - 6,242 - - - - - - - 6,242 - 6,373 

10. Floors - 12,484 - - - - - - - 12,484 - 12,748 
- Bought - 6,242 - - - - - - - 6,242 - 6,374 
- Issued - 6,242 - - - - - - - 6,242 - 6,374 

11. Other options - 61,104 - - - - - - - 61,104 - 68,855 
- Bought - 29,001 - - - - - - - 29,001 - 35,041 

- Plain vanilla - - - - - - - - - - - 3,936 
- Exotic - 29,001 - - - - - - - 29,001 - 31,105 

- Issued - 32,103 - - - - - - - 32,103 - 33,814 
- Plain vanilla - 4,130 - - - - - - - 4,130 - 3,936 
- Exotic - 27,973 - - - - - - - 27,973 - 29,878 

12. Forward contracts 3,507 1,446 - - - 2,427 - - 3,507 3,873 517 6,108 
- Purchases 3,354 584 - - - 798 - - 3,354 1,382 258 3,818 
- Sales 153 862 - - - 1,629 - - 153 2,491 259 2,290 
- Currency against currency - - - - - - - - - - - - 
13. Other derivative contracts - - - - - - - - - - - - 
Total 3,507 277,180 - - - 2,427 - - 3,507 279,607 517 389,321 
Average values 1,972 327,625 40 -  6,839  - 2,012 334,464 472 397,067 
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A.2 Banking book: year-end notional and average amounts 
 
A.2.1 Hedging:  

(in thousands of EUR) 

Type of transaction/Underlying 
instrument 

Debt securities and 
interest rates 

Equity instruments 
and stock indices 

Exchange rates and 
gold Other values Total 31.12.2008 Total 31.12.2007 

Quoted Unquoted Quoted Unquoted Quoted Unquoted Quoted Unquoted Quoted Unquoted Quoted Unquoted 
1. Forward rate agreements - - - - - - - - - - - - 
2. Interest rate swaps - 472,041 - - - - - - - 472,041 - 409,075 
3. Domestic currency swaps - - - - - - - - - - - - 
4. Currency Interest rate swaps - - - - - - - - - - - - 
5. Basis swaps - - - - - - - - - - - - 
6. Exchange of stock indices - - - - - - - - - - - - 
7. Exchange of real indices - - - - - - - - - - - - 
8. Futures - - - - - - - - - - - - 
9. Caps - 30,865 - - - - - - - 30,865 - 5,000 

- Bought - 30,865 - - - - - - - 30,865 - 5,000 
- Issued - - - - - - - - - - - - 

10. Floors - - - - - - - - - - - - 
- Bought - - - - - - - - - - - - 
- Issued - - - - - - - - - - - - 

11. Other options - - - - - - - - - - - - 
- Bought - - - - - - - - - - - - 

- Plain vanilla - - - - - - - - - - - - 
- Exotic - - - - - - - - - - - - 

- Issued - - - - - - - - - - - - 
- Plain vanilla - - - - - - - - - - - - 
- Exotic - - - - - - - - - - - - 

12. Forward contracts - - - - - - - - - - - - 
- Purchases - - - - - - - - - - - - 
- Sales - - - - - - - - - - - - 
- Currency against 
currency - - - - - - - - - - - - 

13. Other derivative contracts - - - - - - - - - - - - 
Total - 502,906 - - - - - - - 502,906 - 414,075 
Average values - 458,491 - - - - - - - 458,491 - 376,020 
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A.3 Financial derivatives: purchase and sale of underlying instruments 

(in thousands of EUR) 

Type of transaction/Underlying 
instrument 

Debt securities and 
interest rates 

Equity instruments 
and stock indices 

Exchange rates and 
gold Other values Total 31.12.2008 Total 31.12.2007 

Quoted Unquoted Quoted Unquoted Quoted Unquoted Quoted Unquoted Quoted Unquoted Quoted Unquoted 
A. Regulatory trading book: 3,507 189,408 - - - 2,427 - - 3,507 191,835 517 281,331 
1. Transactions with exchange of 
underlying asset 3,507 5,576 - - - 2,427 - - 3,507 8,003 517 6,108 

- Purchases 3,554 2,584 - - - 798 - - 3,354 3,382 258 3,818 
- Sales 153 2,992 - - - 1,629 - - 153 4,621 259 2,290 
- Currency against currency - - - - - - - - - - - - 

2. Transactions without exchange 
of underlying asset - 183,832 - - - - - - - 183,832 - 275,223 

- Purchases - 83,063 - - - - - - - 83,063 - 90,704 
- Sales - 100,769 - - - - - - - 100,769 - 184,519 
- Currency against currency - - - - - - - - - - - - 

B. Banking book: - 502,906 - - - - - - - 502,906 - - 

B.1 Hedging - 502,906 - - - - - - - 502,906 - - 
1. Transactions with exchange of 
underlying asset - - - - - - - - - - - - 

- Purchases - - - - - - - - - - - - 
- Sales - - - - - - - - - - - - 
- Currency against currency - - - - - - - - - - - - 

2. Transactions without exchange 
of underlying asset - 502,906 - - - - - - - 502,906 - 414,075 

- Purchases - 237,828 - - - - - - - 237,828 - 358,186 
- Sales - 265,078 - - - - - - - 265,078 - 55,889 
- Currency against currency - - - - - - - - - - - - 

B.2 Other derivatives - - - - - - - - - - - - 
1. Transactions with exchange of 
underlying asset - - - - - - - - - - - - 

- Purchases - - - - - - - - - - - - 
- Sales - - - - - - - - - - - - 
- Currency against currency - - - - - - - - - - - - 

2. Transactions without exchange 
of underlying asset - - - - - - - - - - - - 

- Purchases - - - - - - - - - - - - 
- Sales - - - - - - - - - - - - 
- Currency against currency - - - - - - - - - - - - 
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A.4 Over the counter financial derivatives: positive fair value – counterparty risk 
(in thousands of EUR) 

Counterparty/underlying 
instrument 

Debt securities and interest rates Equity instruments and share 
indices Exchange rates and gold Other values Different underlying 

instruments 
Gross 

not 
offset 

Gross 
offset 

Future 
exposure 

Gross 
not 

offset 

Gross 
offset 

Future 
exposure 

Gross 
not 

offset 

Gross 
offset 

Future 
exposure 

Gross 
not 

offset 

Gross 
offset 

Future 
exposure Offset Future 

exposure 

A. Regulatory trading 
book:               

A.1 Governments and 
central banks - - - - - - - - - - - - - - 

A.2 Public entities 65 - 140 - - - - - - - - - - - 

A.3 Banks 5,189 - 494 - - - 3 - - - - - - - 

A.4 Financial companies - - - - - - - - - - - - - - 

A.5 Insurance companies - - - - - - - - - - - - - - 

A.6 Non-financial 
companies 246 - 55 - - - - - - - - - - - 

A.7 Other counterparties 12 - 10 - - - - - - - - - - - 

Total A 31/12/2008 5,512 - 699 - - - 3 - - - - - - - 

Total A 31/12/2007 6,374 - 2,101 - - - 9 - 237 - - - - - 

B. Banking book:               

B.1 Governments and 
central banks - - - - - - - - - - - - - - 

B.2 Public entities - - - - - - - - - - - - - - 

B.3 Banks 9,852 - 1,159 - - - - - - - - - - - 

B.4 Financial companies - - - - - - - - - - - - - - 

B.5 Insurance companies - - - - - - - - - - - - - - 

B.6 Non-financial 
companies - - - - - - - - - - - - - - 

B.7 Other counterparties - - - - - - - - - - - - - - 

Total B 31/12/2008 9,852 - 1,159 - - - - - - - - - - - 

Total B 31/12/2007 7,822 - 631 - - - - - - - - - - - 
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A.5 Over the counter financial derivatives: negative fair value – financial risk 

(in thousands of EUR) 

Counterparty/underlying 
instrument 

Debt securities and interest rates Equity instruments and share 
indices Exchange rates and gold Other values Different underlying 

instruments 
Gross 

not 
offset 

Gross 
offset 

Future 
exposure 

Gross 
not 

offset 

Gross 
offset 

Future 
exposure 

Gross 
not 

offset 

Gross 
offset 

Future 
exposure 

Gross 
not 

offset 

Gross 
offset 

Future 
exposure Offset Future 

exposure 

A. Regulatory trading 
book:               

A.1 Governments and 
central banks - - - - - - - - - - - - - - 

A.2 Public entities 43 - 45 - - - - - - - - - - - 

A.3 Banks 1,883 - 259 - - - - - - - - - - - 

A.4 Financial companies - - - - - - - - - - - - - - 

A.5 Insurance companies - - - - - - - - - - - - - - 

A.6 Non-financial 
companies 26 - 7 - - - 2 - - - - - - - 

A.7 Other counterparties - - - - - - - - - - - - - - 

Total A 31/12/2008 1,952 - 311 - - - 2 - - - - - - - 

Total A 31/12/2007 3,180 - 464 - - - 9 - - - - - - - 

B. Banking book:               

B.1 Governments and 
central banks - - - - - - - - - - - - - - 

B.2 Public entities - - - - - - - - - - - - - - 

B.3 Banks 17,995 - 2,416 - - - - - - - - - - - 

B.4 Financial companies - - - - - - - - - - - - - - 

B.5 Insurance companies - - - - - - - - - - - - - - 

B.6 Non-financial 
companies - - - - - - - - - - - - - - 

B.7 Other counterparties - - - - - - - - - - - - - - 

Total B 31/12/2008 17,995 - 2,416 - - - - - - - - - - - 

Total B 31/12/2007 7,936 - 1,002 - - - - - - - - - - - 
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A.6. Residual maturity of over the counter financial derivatives: notional amounts 
 

(in thousands of EUR) 
Underlying instrument/residual maturity Up to 1 year 

Between 1 
year and 5 

years 
Over 5 years Total 

A. Regulatory trading book 123,388 121,775 37,951 283,114 

A.1 Financial derivatives on debt securities and interest rates 120,961 121,775 37,951 280,687 

A.2 Financial derivatives on equity instruments and share indices - - - - 

A.3 Financial derivatives on exchange rates and gold 2,427 - - 2,427 

A.4 Financial derivatives on other securities - - - - 

B. Banking book 149,395 172,989 180,522 502,906 

B.1 Financial derivatives on debt securities and interest rates 149,395 172,989 180,522 502,906 

B.2 Financial derivatives on equity instruments and share indices - - - - 

B.3 Financial derivatives on exchange rates and gold - - - - 

B.4 Financial derivatives on other securities - - - - 

Total 31/12/2008 272,783 294,764 218,473 786,020 

Total 31/12/2007 256,389 344,966 199,179 800,534 
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SECTION 3 – LIQUIDITY RISK 
 
QUALITATIVE INFORMATION 
 
A. General aspects, management processes and methods to measure liquidity risk 
 
A.1. General aspects 
 
Liquidity management is entrusted to the Finance Department, which, with the support of the 
Planning-Management Control-Risk department: 
 
- Coordinates the annual funding plan used to balance finances in the short, medium and long 

term, as well as to achieve sustained growth and increased efficiency of cash inflows; 
 
- Coordinates access to the capital and short-term liquidity markets, as well as access to 

refinancing operations with the European Central Bank, centralised management of compulsory 
reserves and of collateral and access to interbank regulatory systems. 

 
As regards liquidity risk management, the Bank’s objective is to maintain a substantially balanced 
position both in the short and medium to long term, in order to minimise the costs related to 
unforeseen liquidity requirements. 
 
Liquidity risk is split into the following three categories: 
 

▪ Short-term liquidity risk (commonly called liquidity risk), which represents the risk that the Bank 
is not able to meet its payment obligations when they fall due; 

▪ Refinancing risk, which represents the risk that further sources of funding are available only at 
higher market interest rates; 

▪ Market liquidity risk, which represents the risk of the Bank being able to sell its assets on the 
market only at a discounted price. 

 
Short term liquidity risk and refinancing risk are monitored and managed by means of Asset & 
Liability Management activities performed by the Planning-Management Control-Risk department. 
 
Market liquidity risk, although considered in ALM analyses, is directly managed by the staff 
responsible for the various trading portfolios as part of their market-related activities. It is therefore 
included in market risk, and refers to the tools used to measure and monitor market risks. 
 
A.2. Management processes and methods to measure market risk 
 
A.2.1 Organisational aspects 
 
The process to the manage market risks of the Bank’s trading book is regulated in order to identify 
the criteria to manage the risk profiles, the activities to perform to correctly apply the criteria, the 
business units responsible for performing said activities and the procedures to support the same. 
The assignment of the activities to the various organisational structures is made on the basis of the 
functioning of the process, namely its suitability to achieve set objectives (effectiveness) and its 
capacity to achieve them at a reasonable cost (efficiency). 
 
The steps of the process are outlined below: 
- investment policies; 
- assuming risk; 
- measuring risk; 
- controlling risk.  
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Risk management policy 
 
The objective of the risk management policy is to implement short or long-term strategies, in order to 
quantify the resources to be allocated to the loans and financial investment segments in terms of 
exposure to liquidity risk. Quantifying the resources to be allocated to the above segments is made 
taking into account the above-cited market risks and liquidity risk, on the basis of the results of 
analyses conducted on forecasts regarding the trends of the main macro-economic variables, of the 
main reference markets, of international and national monetary policies, of the characteristics of the 
company’s financial structure, of public constraints and of Regulatory standards. 
 
In particular, the Bank seeks to maintain treasury positions in balance and to contain the incremental 
gaps of maturities (matching). 
 
Assuming risk 
Exposure to liquidity risk is assessed and monitored on the basis of the liquidity indices established 
in the Liquidity Policy, the trend of which is analysed by the Finance Committee and by the relevant 
bodies. The objective of these indicators is to analyse the capacity/incapacity of reserves of liquid 
assets over a time horizon that varies between 3 days and 3 months. The aim of the measurement is 
to demonstrate the remaining percentage of reserves following the main outflow the same in terms 
of: 
- treasury liquidity, namely the outflow generated by treasury activities, regarding only reserves of 
liquid assets on demand. Time horizon <3 days. 
- market liquidity, namely the outflow generated by treasury activities, regarding reserves of liquid 
assets on demand and those obtainable by selling own securities on the market. Time horizon 15-30 
days. 
- operating liquidity, namely the outflow generated by treasury activities, including future expected 
flows related to bank operations on a time horizon of three months, related to liquid assets (on 
demand and market). Time horizon 3 months. 
 
Measuring risk 
Liquidity risk, meaning the availability of the cash resources needed to cover financial outflows, is 
measured by means of the liquidity gap, given by the difference between liquid assets and various 
sources. 
 
To construct the above gap, a maturity ladder is used which classifies asset, liability and off-balance 
sheet items with reference to the actual maturity of the same. 
 
When estimating the treasury position, the liquidity mismatch between the actual treasury operations 
(Net Financial Position, comprising interbank, hot money and the compulsory reserve) and liquidity 
reserves (Counterbalancing Capacity) is analysed.  
 
The latter is determined by identifying all assets that can be concerted into cash on demand, such as 
cash and securities in the overdraft dossier that can be used in repos agreements with the Central 
Bank, and assets that can be converted into cash in the short/medium-long term as securities that 
may be traded on the market, to which adequate haircuts are applied on the counter value to take 
market risk into account. 
 
Liquidity risk is measured from a static perspective, aimed at identifying effective liquidity tensions 
that can be deduced from the characteristics of the financial statement items, through the 
construction, for each time horizon identified, of the corresponding gap indicator. 
 
Risk measurement is carried out by the Planning-Management Control-Risk department, which also 
produced reports for the bodies and company functions involved in the management and liquidity risk 
process. 
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Controlling risk 
 
Risks are checked periodically by the Planning-Management Control-Risk department, to verify 
variances between assets and liabilities. 
 
Risk control activities are also performed periodically by the Internal Audit department and by the 
business units involved in the process of managing structural interest rate risk and liquidity risk, to 
check: 
 
- the adequacy and the smooth running of the financial process; 
- the respect of risk management rules and criteria; 
- the correct performance of the activities and checks established to monitor risk; 
- the presence of potential issues, to be promptly resolved. 
 
A.2.2. Methodological aspects 
The aim of the Asset & Liability management system used by the Bank is to measure both its 
exposure to structural interest rate risk (see the chapter regarding the market risks of the banking 
book) and liquidity risk. 
 
Therefore, the Bank’s operating liquidity position is assessed by means of a distribution analysis by 
transaction maturity, which enables the liquidity generated by financial statement items to be 
determined at various times in the future and to evaluate the consistency of the same with respect to 
requirements at the various maturities, firstly using a time horizon of three months and then within 
one year. 
 
For this reason, the active management of liquidity is organised as follows: 
 
- Operating liquidity (Horizon < 3 Months); by calculating the liquidity mismatch obtained by 

comparing the Net Financial Treasury Position with readily liquid assets (eligible ECB securities, 
trading securities and cash, which represent the Counterbalancing Capacity) and future cash 
flows which will generate liquidity resulting from the bank’s operations, again on the same time 
horizon; 

- Structural liquidity by calculating the liquidity mismatch for maturities of between 3 and 12 
months and cash flows (capital and interest) generated for up to 12 months; 

- Stress Testing & Contingency Plan in order to analyse, taking a prudent approach, the Bank’s 
ability to handle crises and external events, the adequacy/inadequacy of liquidity reserves are 
measured in different stress scenarios: Economic Recession, Name Crisis and Survival 
Analysis, or an extreme circumstance that combines the characteristics of the above-mentioned 
scenarios. 

 
Faced with any crisis scenario, the purpose of the Contingency Plan is to identify measures that will 
create a further monetary base if necessary. 
 
Following the recent turbulence in the financial markets and its repercussions on the interbank and 
money markets, Banca Popolare di Spoleto has launched a process to fine tune liquidity 
management techniques, also in order to comply with the requests of the Supervisory Body with 
regard to the same. This process has led to the approval of the above-described Liquidity Policy by 
the Board of Directors. 
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QUANTITATIVE INFORMATION 
 
1. Breakdown by contractual residual maturity of financial assets and liabilities 
 
Currency: EURO 

31.12.2008 
(in thousands of EUR) 

Item/Maturity On 
demand 

1 day 
to 7 
days 

7 
days 
to 15 
days 

15 days 
to 1 

month 

1 month 
to 3 

months 

3 
months 

to 6 
months 

6 
months 

to 1 
year 

1 year 
to 5 

years 

Over 5 
years 

Unspecified 
maturity 

Cash assets 489,077 4,672 524 25,860 183,544 67,541 159,873 730,816 789,096 90,244 

A.1 Government bonds - - - - - 3 1 79,121 42,602 - 

A.2 Quoted debt securities - - - - 7,851 4,998 28,531 56,577 36,330 1,818 

A.3 Other debt securities 300 - - 928 13,112 18,971 59,536 98,018 53,605 - 

A.4 UCI shares 628 - - - - - - - - - 

A.5 Loans 488,149 4,672 524 24,932 162,581 43,569 71,805 497,100 656,559 88,426 

- Banks 2,262 - - 11 - - - - - 3,921 

- Customers 485,887 4,672 524 24,921 162,581 43,569 71,805 497,100 656,559 84,505 

Cash liabilities 1,267,382 8,980 2,153 151,293 224,860 72,570 132,316 476,371 109,827 - 

B.1 Deposits 1,262,277 7,500 - 23,360 26,063 5,474 - 5,109 - - 

- Banks 12,302 7,500 - 2,022 - - - 5,109 - - 

- Customers 1,249,975 - - 21,338 26,063 5,474 - - - - 

B.2 Debt securities 2,877 1,480 1,153 30,672 88,671 65,623 132,316 471,262 109,827 - 

B.3 Other liabilities 2,228 - 1,000 97,261 110,126 1,473 - - - - 
“Off-balance sheet 
transactions - 7,166 - - 232 4,545 437 510 1,746 - 

C.1 Financial derivatives 
with exchange of capital - 7,166 - - 232 4,545 437 510 1,746 - 

- Long positions - 2,527 - - 87 4,132 169 128 685 - 

- Short positions - 4,639 - - 145 413 268 382 1,061 - 

C.2 Deposits and loans due - - - - - - - - - - 

- Long positions - - - - - - - - - - 

- Short positions - - - - - - - - - - 
C.3 Irrevocable 
commitments to lend funds - - - - - - - - - - 

- Long positions - - - - - - - - - - 

- Short positions - - - - - - - - - - 
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Currency: OTHER CURRENCIES 
31.12.2008 

(in thousands of EUR) 

Item/Maturity On 
demand 

1 day 
to 7 
days 

7 
days 
to 15 
days 

15 days 
to 1 

month 

1 month 
to 3 

months 

3 
months 

to 6 
months 

6 
months 

to 1 
year 

1 year 
to 5 

years 

Over 5 
years 

Unspecified 
maturity 

Cash assets 4,019 85 974 456 3,994 1,999 1,139 - - 96 

A.1 Government bonds - - - - - - - - - - 

A.2 Quoted debt securities 30 - - - - - - - - - 

A.3 Other debt securities - - - - - - - - - - 

A.4 UCI shares - - - - - - - - - - 

A.5 Loans 3,989 85 974 456 3,994 1,999 1,139 - - 96 

- Banks 1,749 - - - - - - - - - 

- Customers 2,240 85 974 456 3,994 1,999 1,139 - - 96 

Cash liabilities 2,669 1,534 - 595 3,021 4,137 - - - - 

B.1 Deposits 2,669 1,534 - 595 1,895 4,137 - - - - 

- Banks - 1,534 - 595 1,895 4,137 - - - - 

- Customers 2,669 - - - - - - - - - 

B.2 Debt securities - - - - - - -- - - - 

B.3 Other liabilities - - - - 1,126 - - - - - 
“Off-balance sheet” 
transactions - 5,915 - - - - 148 - 34 - 

C.1 Financial derivatives 
with exchange of capital - 2,313 - - - - 148 - 34 - 

- Long positions - 741 - - - - 74 - 17 - 

- Short positions - 1,572 - - - - 74 - 17 - 

C.2 Deposits and loans due - 3,602 - - - - - - - - 

- Long positions - 1,801 - - - - - - - - 

- Short positions - 1,801 - - - - - - - - 
C.3 Irrevocable 
commitments to lend funds - - - - - - - - - - 

- Long positions - - - - - - - - - - 

- Short positions - - - - - - - - - - 
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2. Breakdown of financial liabilities by sector 
 

31.12.2008 
(in thousands of EUR) 

Exposure/Counterparty 
Governments 
and Central 

Banks 

Other public 
entities 

Financial 
companies 

Insurance 
companies 

Non-
financial 

companies 

Other 
counterparties 

1. Due to Customers 225 22,184 12,409 2,899 440,236 1,039,654 

2. Outstanding liabilities - 106 320,512 7,003 71,801 508,156 

3. Financial trading liabilities  - 43 1,883 - 28 - 

4. Financial liabilities measured at 
fair value - - - - - - 

Total 31/12/2008 225 22,333 334,804 9,902 512,065 1,547,810 

Total 31/12/2007 292 15,894 155,708 10,330 372,002 1,588,681 

 
 
 
 
3. Geographical breakdown of financial liabilities 
 

31.12.2008 
(in thousands of EUR) 

Exposure/Counterparty ITALY 
OTHER 

EUROPEAN 
COUNTRIES 

AMERICA ASIA REST OF WORLD 

1. Due to Customers 1,514,930 1,763 408 455 50 

2. Due to banks 36,219 - - - - 

3. Outstanding liabilities 797,067 110,411 - - 101 

4. Financial trading liabilities  1,859 95 1 - - 

5. Financial liabilities measured at 
fair value - - - - - 

Total 31/12/2008 2,350,075 112,269 409 455 151 

Total 31/12/2007 2,121,747 130,995 474 1 22 
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SECTION 4 – OPERATING RISK 
 
QUALITATIVE INFORMATION 
 
A General aspects, management processes and methods to measure operating risk 
 
Operating risk means the risk of incurring losses as a result of : 
- illegal acts performed by internal staff: events related to voluntary acts that involve at least one 

internal member of staff of the Bank and which lead to losses for the Bank; 
- illegal acts performed by external parties: events related to voluntary acts performed exclusively 

by parties that cannot be considered as internal to the company, usually performed for the 
purpose of personal gain; 

- commercial documentation: events related to the provision of services or products to customers  
performed in an improper or negligent manner (including fiduciary requirements of adequate 
information on investments), or due to flaws in the nature or characteristics of 
products/models/contracts. This category also includes revocatory bankruptcy lawsuits and 
liabilities for the infringement of public security regulations or of regulations specific to the 
banking sector; 

- disasters or other events: events resulting from natural causes or human acts, which lead to 
damage to company resources (tangible assets, intangible assets, people …) and/or service 
interruptions or other events. This category also includes liabilities resulting from political. 
Legislative and tax-related changes with retroactive effect (e.g. anatocism); 

- employee relations and occupational safety: events related to the company’s working 
relationships with its employees and to the non-compliance of the workplace or with health and 
safety regulations; 

- performance, delivery and management of processes: events due to unintentional errors in the 
management of operations and of support services, or caused by counterparties that are neither 
customers or suppliers; 

- technological systems and services: events resulting from malfunctioning, logical or structural 
defects in technological systems or other support systems. 

 
The measurement, control and an adequate awareness of the factors that condition operating risks 
are the key components of Risk Management as a whole. 
 
The Internal Control System envisages: 
- line controls: conducted by the individual operating units on their own processes or integrated 

into procedures, aimed to guarantee the correct performance of operations; 
- checks on risk management: required of functions other than those responsible for line controls, 

with the aim of contributing to the definition of methods to measure risk and to ensure the limits 
assigned to the various functions are respected; 

- internal auditing: assigned to a different, independent, non-production related unit, performed 
also to check the adequacy and smooth running of the Control System in itself. 

 
In this context, Operating Risk is monitored continuously, both during the various stages of the 
production and service related processes of the Bank, and as regards checking the adequacy of the 
system, which is performed on a six-monthly basis with the direct involvement of the various 
functions involved in the Bank’s processes. 
 
Potential critical areas mainly regard commercial documentation, the malfunctioning of procedures, 
embezzlement and/or negligence of top management, the latter also related to reputation risk. The 
Compliance Function represents a further degree of protection against risk, and entails checking the 
coherence of processes , with particular regard to non-compliance and reputation risk. The 
Compliance Function and the Internal Auditing department work together to promote the 
dissemination of a culture based on a full awareness of risks.  
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Over the course of 2008, the component of operating risk represented by litigation with customers 
resulting from the various defaults that have characterised the financial markets in recent years 
continued to show a downward trend, in line with last year. In this regard, we would like to highlight 
that the total number of disputes regarding the investment services provided by the Bank (28) is in 
line with 2007 figures (28). The fall with respect to the three year period 2004-2006 is mainly due to 
the cooling of the dispute related to the non-repayment of Argentina bonds (which alone represents 
around 80% of the claims received from 2002 onwards). It should also be noted that around ¼ of the 
“claims” regarding the provision of investment services filed and concluded from 2002 onwards were 
settled in court.  
 
As regards the recording of any losses, the Bank carefully assesses the adequacy of the financial 
products sold with relation to the position of the individual investor and support documentation, and 
allocates funds to the provision for risks and charges to cover any potential liabilities.  
 
QUANTITATIVE INFORMATION 
With specific reference to the various areas of risk identified in the paragraph above, it should be 
noted that with regard to the malfunctioning of procedures, to embezzlement and/or negligence of 
employees, to the negligent conduct of top management related to reputation risk and litigation, no 
significant critical issues have arisen. 
 
With regard to the operating risks mentioned, potential liabilities are covered by adequate allocations 
to the provision for risks and charges. On the stock as at 31 December 2008, amounting to around 
EUR 5.6 million, the breakdown of the above-cited fund by risk category is as follows: 
 
- 36% : customers - bonds in ‘default’ 
- 48% : customers – disputes, including revocatory action 
- 16% : process performance/management and other 
 
With regard to the largest component of operating risk, represented by commercial documentation, 
the downward trend seen last year has continued, with the number of “claims”1 received in 2008 
amounting to 38, 28 of which regarded the provision of investment services. With reference to the 
latter, only one claim led to the repayment of a small amount, whereas with regard to all of the other 
claims, no instance of improper conduct by the Bank was discovered. In 2 cases, the customer 
withdrew the claim before the necessary investigations had been completed. 
 
With specific regard to the other areas of risk identified in the paragraph above, please note the 
following: 
▪ procedure malfunctioning: no significant problems emerged; 
▪ embezzlement and negligence of employees: in 2008, on two occasions, irregular employee 

activities were reported, but for modest amounts and without any damage suffered by the Bank; 
▪ negligent conduct of top management related to reputation risk and litigation: none. 

 
* * * * * 

                                                 
1Considering all cases of customer dissatisfaction, shown for any reason (namely without any limits to timing 
and/or amounts, which, on the other hand, distinguish the activities of the Banking Ombudsman) 
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DISCLOSURE TO THE PUBLIC – Circular Nr. 263 Bank of Italy dated  27.12.2006, Title IV 
 
As of 1 January 2008, the “New Prudential Provisions for the Supervision of Banks” (Basel 2) came 
into effect; these provisions implement the instructions regarding the International Convergence of 
Capital Measurement and Capital Standards (EU directive nr. 2006/48 and 2006/49 – Capital 
Requirements Directive – CRD). 
 

The standard is divided into three “Pillars”: 

▪ First Pillar – methodologies for the calculation of capital requirements; 

▪ Second Pillar – capital adequacy strategies and control processes; 

▪ Third Pillar, is the subject of this note, introduces the obligation of disclosure to the public 
regarding capital adequacy, the exposure of banks and banking groups to risk and the general 
characteristics of the system to identify, measure and manage risk.  

 
The Bank fulfils the disclosure obligations of the Third Pillar through the publication of the required 
information on its website www.bpspoleto.it. 
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Section 1 – Company capital 
 
A. Qualitative information 
 
With regard to the changes introduced by the reform of company law in terms of disclosures 
regarding companies subject to supervision and control by other parties, the Bank does not belong to 
any banking group and is therefore not subject to said regulation.  
 
On 20 April 2007, the shareholders’ agreement drawn up by Spoleto Credito e Servizi Soc. Coop. 
and Banca Monte dei Paschi di Siena Spa was renewed, as set forth in article 23 of the Bank’s 
articles of association. This agreement, which establishes the basis of the relationship and the 
purpose of which is to improve the management of the Bank, envisages several restrictions to the 
transfer of securities, of pre-emption rights, the award of specific powers as regards management 
and control and the appointment of corporate bodies and employees. 
 
On 22 December 2008, in line with the 2007/2010 Business Plan and in order to sustain policies of 
company growth and even though Tier 1 capital exceeds 7%, the Extraordinary Shareholders’ 
Meeting of Banca Popolare di Spoleto S.p.A resolved to: 
 
1) Increase paid share capital for a total of EUR 44,000,000, on a divisible basis, completing 
transactions by 30 June 2009, and with the opportunity to complete earlier, through the issue of 
ordinary shares of Banca Popolare di Spoleto S.p.A., with a nominal value of EUR 2.84, beyond the 
share premium, standard entitlement, to be paid-up as follows: 
 
a) as regards EUR 4,400,000, corresponding to 10% of the entire share capital increase, in a 
divisible form, with the exclusion of option rights pursuant to article 2441, paragraph 8 of the civil 
code, through the issue of ordinary shares of Banca Popolare di Spoleto S.p.A. – to be offered, 
pursuant to art.5 of the Articles of Association of Banca Popolare di Spoleto S.p.A., for subscription 
to all employees, proportionally to the number of employees in service on the first day of the share 
capital increase operation – at a nominal value of EUR 2.84, without employees, shareholders or 
third parties having any rights to share not subscribed by employees; 
 
b) as regards EUR 39,600,000 (thirty-nine million, six hundred thousand), in a divisible form, through 
the issue of ordinary shares of Banca Popolare di Spoleto S.p.A., to be offered on an option basis to 
shareholders in accordance with art. 2441 of the Italian civil code, at a nominal value of EUR 2.84. 
 
2) to authorise the Board of Directors of Banca Popolare di Spoleto, so that the same, in the interests 
of the Bank, has the power to regulate the procedures and the terms of said capital increases and in 
particular, to establish, close to the initial date of the Offer, the subscription price of the shares, 
including any share premium, to be established on the basis of the shareholders’ equity per share 
resulting from the most updated financial report, also taking market conditions into consideration and 
with a view to containing the risks resulting from a significant difference with respect to the price 
trend of Banca Popolare di Spoleto S.p.A. shares, as well as the number of shares to be issued and 
the assignment ratio in proportion to the shareholding held. The latter on condition that the price of 
the share options offered to shareholders is equal to that of the shares reserved to employees. 
 
The capital increase should be completed by 30 June 2009. 
 
The shareholders’ equity as at 31 December 2008 was EUR 167,324 thousand, with a decrease of 
EUR 153 thousand with respect to the shareholders’ equity as at 31.12.2007 (EUR 167,477 
thousand). 
 
Changes during the course of 2008 are indicated below: 
- allocation of non-distributed 2007 profits to the reserves, amounting to around EUR 2,047 

thousand; 
- use of the charity reserve, established at the time of the allocation of the 2007 profits, of around 

EUR 105 thousand; 
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- purchase of own shares corresponding to around EUR 222 thousand; 
- 2008 profits of EUR 10,621 thousand; 
- Increase of the negative value of the valuation reserve due to the valuation of ‘available-for-sale 

financial assets amounting to around EUR 1,914 thousand. 
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B. Quantitative information 
 
Capital, reserves (items 180,130,160) 
 
Statement of shareholders’ equity under 2427 of the Italian civil code 
 

Origin Amount 
Availability/

Available 
for 

distribution 

Available 
amount 

Amount 
available for 
distribution 

Uses in 3 
previous years 

Notes To 
cover 
losses 

Other 

Share capital 62,137 B      
SHARE CAPITAL RESERVES        
Share premium reserve 67,935 A,B 67,935     
RESERVES OF PROFIT        
Legal reserve 8,893 B 8,893     

Other reserves 20,131 A,B,C 20,131 20,131  2,347 Transfer 
to capital 

Reserve for own shares 1,000 A,B,C 1,000 1,000    
Valuation reserve of AFS (3,339) A,B      

Valuation reserve of others (*) 169 A,B 169 169  3,341 Transfer 
to capital 

Total 156,926  98,128 21,300  5,688  
 
Key regarding possible uses of reserves: 
A: for share capital increases 
B. to cover losses 
 
C: for distribution to shareholders 
 
(*) tax-suspended reserve 
 
 
Section 2 – Capital and capital ratios 
 
2.1 Regulatory capital 
 
A. Qualitative information 
 
In application of the regulations regarding the “supplementary supervision” of credit institutions and 
insurance companies, set forth in EC directive 2002/87, Banca Popolare di Spoleto has been 
identified by the Bank of Italy as a component of the “financial conglomerate”, led by Banca Monte 
dei Paschi di Siena, in accordance with the provisions of legislative decree no. 142 of 30 May 2005, 
by virtue of the stake of over 20% held by the same in the Bank’s capital. 
 
Supplementary supervision regulates relations between the different national and international 
supervisory authorities, the purpose of which is to safeguard the stability of the conglomerate as a 
whole and to prevent destabilising effects on the system resulting from difficulties of companies 
belonging to said conglomerate, using the Supervisory Authority, which acts as coordinator. 
 
The coordinator’s main tasks of supplementary supervision include, inter alia, assessing compliance 
with provisions regarding capital adequacy and risk concentration, assessing the conglomerate’s 
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internal control structure, organisation and system, and coordinating supervisory activities, in 
collaboration with the competent authorities. 
 
Regulatory capital as at 31 December 2008, calculated in accordance with Circular nr. 155, 12th 
amendment, dated 1991, issued by the Bank of Italy comprises the following: 
 
1. Tier 1 capital 
Tier 1 capital amounts to EUR 159,735 thousand, against approximately EUR 158,036 thousand in 
2007, showing an increase of around EUR 1,699 thousand. 
 
The positive components of Tier 1 capital are represented by Share capital, the Share Premium 
Reserve and by other Reserves, including non-distributed profit and net of the Charity reserve. 
 
In this regard, please find the proposed distribution of profit below (in thousands of EUR): 
 
- Profit for the year 10,621 
 
- to the legal reserve  531 
- to other Reserves  4.839 
- to shareholders  5,251 
 
The negative components of Tier 1 Capital are represented by intangible fixed assets (this item has 
increased by around EUR 52 thousand with respect to 2007) and by the negative valuation reserve 
of available-for-sale financial assets (around EUR 3,339 thousand, up around EUR 1,914 thousand 
on 2007). 
 
2. Tier 2 capital 
 
Tier 2 capital amounts to EUR 57,623 thousand against around EUR 47,455 thousand in 2007. 
The positive components of Tier 2 capital are represented by subordinate liabilities totalling EUR 
58,399 thousand, the characteristics of which are summarised below: 
 
- Subordinated Bond Issue maturing 28/6/2009, of a nominal EUR 30,000 thousand: residual 

amount for regulatory purposes EUR 6,000 thousand; 
- Subordinated Bond Issue maturing 7/12/2015, of a nominal EUR 30,000 thousand: residual 

amount for regulatory purposes EUR 30,000 thousand 
- Subordinated Bond Issue maturing 31/12/2009, of a nominal EUR 15,000 thousand: residual 

amount for regulatory purposes EUR 6,000 thousand 
- Subordinated Bond Issue maturing 15/4/2018, of a nominal EUR 8,226 thousand: residual 

amount for regulatory purposes EUR 8,226 thousand 
- Subordinated Bond Issue maturing 18/4/2018, of a nominal EUR 10,880 thousand: residual 

amount for regulatory purposes EUR 10,880 thousand 
 
This item is up by around EUR 10,399 thousand, due to the issues made in the year. 
 
Lastly, note that total Regulatory Capital as at 31.12.2008 amounted to EUR 217,358 thousand, 
against EUR 205,490 thousand in 2007, marking a rise of EUR 11,868 thousand. 
 
B. Quantitative information 
 
The following table contains the quantitative information regarding regulatory capital and prudential 
requirements. 
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A. Tier 1 capital before application of prudential filters 164,019 160,091 

Prudential filters of tier 1 capital   

- Positive IAS/IFRS prudential filters - - 

- Negative IAS/IFRS prudential filters (3,339) (1,425) 

- Items to be deducted from Tier 1 Capital (945) (630) 

B. Tier 1 capital after the application of prudential filters 159,735 158,036 

C. Tier 2 Capital before the application of prudential filters 58,568 48,169 

- Positive IAS/IFRS prudential filters - - 

- Negative IAS/IFRS prudential filters - (84) 

- Items to be deducted from Tier 1 Capital (945) (630) 

D. Tier 2 Capital after the application of prudential filters 57,623 47,455 

F. Regulatory Capital 217,358 205,491 

Prudential requirements   

Credit risk 155,641 145,508 

of which Securitisations 8,332 9,512 

Market risk 2,847 5,353 

Operating risk 15,434 - 

Other prudential requirements - - 

Total prudential requirements 173,922 150,861 

Risk-weighted assets 2,174,025 1,885,762 

Tier 1 capital/Risk-weighted assets 7.35% 8.38% 

Total capital/Risk-weighted assets 10.00% 10.90% 

Surplus capital with respect to required minimum 43,436 54,630 
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2.2 Capital adequacy 
 
A. QUALITATIVE INFORMATION 
 
The “New Regulations for the Prudential Supervision of Banks” (Circular no. 263 dated 27.12.2006) 
are based on three pillars. The first introduces a capital requirement to cover risks traditionally 
related to banking activities (credit, counterparty, market and operating); the second requires banks 
to establish a strategy and a process to control current and future capital adequacy, assigning the 
Supervisory Authority the task of checking the reliability and coherence of results and to adopt, 
where necessary, any corrective measures; the third introduces portfolio obligations to inform the 
public as regards capital adequacy, risk exposure and the general characteristics of the relative 
management and control systems. 
In order to comply with the above-cited provisions of the second pillar, the Bank has launched the 
process to establish a “prudential control process system”. On 30 September 2008, the first 
informative note on ICAAP was submitted to the Bank of Italy in order to enable the Supervisory 
Authority to understand both the organisational aspect and the method adopted for the internal 
capital assessment process and the self-assessment made by the Bank regarding the adequacy of 
said process. 
 
In the light of the considerations included in said document, the Bank has informed the Supervisory 
Authority that it considers its capital to be adequate to cover current and future internal capital, any 
requirements resulting from risks for which only a qualitative assessment was conducted (residual 
risk, reputation risk and strategic risk) as well as the results of stress tests.  
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B. QUANTITATIVE INFORMATION 
 

Category/Amount Unweighted amounts Weighted 
amounts/requirements 

 31.12.2008 31.12.2007 31.12.2008 31.12.2007 

A. RISK ASSETS     

A.1 Credit and counterparty risk 2,696,366 2,244,064 1,945,515 1,750,754 

1. Standard methodology 2,696,366 2,244,064 1,945,515 1,750,754 

2. Methodology based on internal ratings (1) - - - - 

2.1 Base - - - - 

2.2 Advanced - - - - 

3. Securitisations - - - - 

B. REGULATORY CAPITAL 
REQUIREMENTS     

B.1 Credit and counterparty risk X X 155,641 135,996 

B. 2 Market risk X X 2,847 5,353 

1. Standard methodology X X 2,847 5,353 

2. Internal models X X - - 

3. Concentration risk X X - - 

B. 3 Operating risk X X 15,434 - 

1. Base method X X 15,434 - 

2. Standard method X X - - 

3. Advanced method X X - - 

B.4 Other prudential requirements X X - 9,512 

B. 5 Total prudential requirements X X 173,922 150,861 

C. RISK ASSETS AND CAPITAL RATIOS     

C.1 Risk-weighted assets X X 2,174,028 1,885,763 

C.2 Tier 1 capital/risk-weighted assets (Tier 
       1 capital ratio) X X 7.35% 8.38% 

C.3 Regulatory capital including TIER3 / Risk- 
       weighted assets (Total capital ratio) X X 10.00% 10.90% 

 
Note that the 2007 figures for capital requirements have been established on the basis of legislation in force as 
at 31.12.2007 (Basel I), while the figures as at 31.12.2008 have been calculated on the basis of the new 
regulatory legislation (Basel II). 
 
(1) Includes exposures related to equity instruments
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1. Information regarding compensation of Board Directors, Statutory Auditors, Directors and 
Managers with strategic responsibilities 
 
The total amounts of compensation paid to Board Directors, Statutory Auditors and Managers 
with strategic responsibilities, as required by IAS 24, are summarised in the following table, with 
details by type of compensation. 
 
 

(in thousands of EUR) 

Items/Amounts 2008 2007 

Short-term benefits 2,561 2,194 

Post retirement benefits  52 52 

Other long-term benefits - - 

Staff termination indemnities - - 

Payments in shares - - 

Total 2,613 2,246 

 
 
 
 
2. Information on transactions with related parties 
As at 31 December 2008, the Bank did not hold shares in its portfolio of the parent company Spoleto 
Credito e Servizi Soc. Coop., while it did hold 530,000 shares of Banca Monte dei Paschi di Siena 
SpA, corresponding to a market value of approximately EUR 811 thousand.  
 
Tables summarising transactions with companies belonging to the Spoleto Credito e Servizi Società 
Cooperativa and Banca Monte dei Paschi di Siena Groups are shown below. 
 
The afore-mentioned transactions with parent companies (joint control) and with companies 
belonging to the same are regulated at market conditions. 
 
We also inform you that as at 31 December 2008, the Board Directors, Statutory Auditors, General 
Management and relations associated with the same (under art. 136 of the Consolidated Act on 
Banking and IAS 24) possess loans, including cash loans and credit commitments totalling EUR 68.2 
million (of which EUR 32.8 million has been used), deposit accounts, classified under direct deposits, 
amounting to EUR 150.4 million and deposit accounts, classified under indirect deposits, amounting 
to EUR 128.4 million, also regulated at market conditions. 
 
Lastly, the Bank has not performed any atypical or unusual transactions with respect to the ordinary 
banking activities of the same.  
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2. Information on transactions with related parties 
 
2.a Loans to related parties 

(in thousands of EUR) 

Items/amounts Parent 
company 

Joint parent 
companies/entiti
es that have a 

significant 
influence (*) 

Subsidiary 
companies 

Jointly-
controlled 

subsidiaries 

Associated 
companies 

Board Directors/ 
Auditors and 

parties related to 
the same (*) 

Other 
related 

parties (*) 
Total 

Cash loans (including debt securities) - 14,454 - - - 27,126 5,811 47,391 

Other assets - 3 - - - - 12,162 12,165 

Total value adjustments on existing impaired loans  - - - - - - - - 
Adjustments/losses recorded in the year on impaired 
loans - - - - - - - - 

 
2.b Financial liabilities with related parties 

(in thousands of EUR) 

Items/amounts Parent 
company 

Joint parent 
companies/entiti
es that have a 

significant 
influence (*) 

Subsidiary 
companies 

Jointly-
controlled 

subsidiaries 

Associated 
companies 

Board Directors/ 
Auditors and 

parties related to 
the same (*) 

Other 
related 

parties (*) 
Total 

Financial liabilities (including debt securities) - 34,888 - - - 142,044 20,696 197,628 

Other liabilities - 1,465 - - - 4,038 - 5,503 

Administered savings - 69,345 - - - 55,669 3,395 128,409 

 
2.c Other transactions with related parties 

(in thousands of EUR) 

Items/amounts Parent 
company 

Joint parent 
companies/entiti
es that have a 

significant 
influence (*) 

Subsidiary 
companies 

Jointly-
controlled 

subsidiaries 

Associated 
companies 

Board Directors/ 
Auditors and 

parties related to 
the same (*) 

Other 
related 

parties (*) 
Total 

Fees for services provided (***) - 1,223 - - - - 3,803 5,026 

Fees for services received (***) - (563) - - - - (1,346) (1,909) 

Guarantees issued  - - - - - - - - 
 “Related parties” have been identified according to the notions contained in IAS 24 
(*) Spoleto Credito e Servizi Soc. Coop. and Banca Monte dei Paschi di Siena Spa 
(**) Companies belonging to the Spoleto Credito e Servizi Group and to the Montepaschi Group 
(***) Commission income/expense for the placement of products, expenses for employees on secondment and interest on debt securities 
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3. Remuneration of Directors, Statutory Auditors and Executives with strategic responsibilities as at 31.12.2008 
 

(in EUR) 
PARTY DESCRIPTION OF POSITION Remuneration 

for position 
held 

Non-monetary 
benefits 

Bonuses and 
other 

incentives 

Other 
remunerati

on Surname and name Position held Term of office 

ANTONINI GIOVANNINO Chairman (Executive Committee Member) 01.01.08 - 31.12.08 346,583 96 - - 
AMONI ALDO Board Director (Executive Committee Member) 01.01.08 - 31.12.08 65,583 96 - - 
ARCELLI PAOLO Board Director 01.01.08 - 31.12.08 47,333 96 - - 

BELLINGACCI MARCO Acting Deputy Chairman (Executive Committee 
Member) 01.01.08 - 31.12.08 126,583 - - - 

BERNARDINI CLAUDIO Board Director 01.01.08 - 31.12.08 49,333 96 - - 
CARBONARI MARCO Board Director 01.01.08 - 31.12.08 50,583 96 - - 
CHIOCCI GABRIELE Board Director 01.01.08 - 31.12.08 47,333 96 - - 
CONTI VALENTINO Board Director 01.01.08 - 31.12.08 47,583 96 - - 
D'ATANASIO NAZZARENO Board Director (Executive Committee Member) 01.01.08 - 31.12.08 65,583 96 - - 
DI BELLO FRANCESCO Board Director 01.01.08 - 31.12.08 47,083 96 - - 
FAGOTTI MARIO Board Director 01.01.08 - 31.12.08 47,083 96 - - 
LOGI MICHELE Board Director (Executive Committee Member) 01.01.08 - 31.12.08 81,583 96 - - 
RAGGI GIORGIO Deputy Chairman (Executive Committee Member) 01.01.08 - 31.12.08 115,083 96 - - 
UMBRICO CLAUDIO Board Director 01.01.08 - 31.12.08 47,333 96 - - 
BONELLI FRANCESCO Chairman of the Board of Statutory Auditors 01.01.08 - 31.12.08 69,000 - - - 
FESANI MICHELE Standing Auditor 01.01.08 - 31.12.08 54,000 - - - 
ROSSI ROBERTO Standing Auditor 01.01.08 - 31.12.08 51,750 - - - 
PALLINI ALFREDO General Manager 01.01.08 - 31.12.08 263,721 15,889 161,345 - 
MARTINELLI SANDRO Deputy General Manager 01.01.08 - 31.12.08 149,160 18,906 46,929 - 
CONTICINI MAURO Acting Deputy General Manager 01.01.08 - 31.12.08 185,307 20,867 26,375  
       

   1,957,605 56,910 234,649 - 

 
The remuneration for the position must include: remunerations resolved upon by the Shareholders’ Meeting, pursuant to art. 2389, paragraph 2, Italian Civil Code, even if not yet paid; any 
share of profits; attendance fees; flat-fee expenses (see CONSOB Issuer Regulations dated June 2008, Appendix 3C, Schedule 1: "Fees paid to members of administrative and 
management bodies, general managers and executives with strategic responsibilities"). 
Remuneration is established on the basis of the reference period, regardless of when it is actually paid. 
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4. Shareholdings of Directors, Statutory Auditors and Executives with strategic responsibilities as at 31.12.2008 
 

Surname and Name Equity Investment 
Number of 

shares held as 
at 31.12.2007 

Increases Decreases 
Number of 

shares held as 
at 31.12.2008 

ANTONINI GIOVANNINO (**) Banca Popolare di Spoleto SpA 4,144 - - 4,144 
BELLINGACCI MARCO (*) Banca Popolare di Spoleto SpA 1,919 - - 1,926 
RAGGI GIORGIO (*) Banca Popolare di Spoleto SpA 1,094 - - 1,097 
AMONI ALDO (*) Banca Popolare di Spoleto SpA 1,000 - - 1,025 
ARCELLI PAOLO Banca Popolare di Spoleto SpA 300 - - 300 
BERNARDINI CLAUDIO Banca Popolare di Spoleto SpA - - - - 
CARBONARI MARCO Banca Popolare di Spoleto SpA 2 - - 2 
CHIOCCI GABRIELE (**) Banca Popolare di Spoleto SpA 500 - - 500 
CONTI VALENTINO Banca Popolare di Spoleto SpA - - - - 
D'ATANASIO NAZZARENO (*) Banca Popolare di Spoleto SpA 800 - - 807 
DI BELLO FRANCESCO Banca Popolare di Spoleto SpA - - - - 
FAGOTTI MARIO Banca Popolare di Spoleto SpA 343 - - 343 
LOGI MICHELE Banca Popolare di Spoleto SpA - - - - 
UMBRICO CLAUDIO Banca Popolare di Spoleto SpA 7,040 - - 7,040 
BONELLI FRANCESCO Banca Popolare di Spoleto SpA - - - - 
ROSSI ROBERTO (**) Banca Popolare di Spoleto SpA 3,025 - - 3,025 
FESANI MICHELE Banca Popolare di Spoleto SpA - 180 - 180 
PALLINI ALFREDO Banca Popolare di Spoleto SpA 1,701 250 - 1,951 
CONTICINI MAURO Banca Popolare di Spoleto SpA - - - - 
MARTINELLI SANDRO (*) Banca Popolare di Spoleto SpA 100 - - 101 

 
(*) Shares resulting from the free allocation of Spoleto Credito e Servizi 
(**) Including related positions 
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Companies with a shareholding of more than 20% and that consolidate the Bank on a 
proportional basis 
 
1. Name 
 
SPOLETO CREDITO E SERVIZI SOC. COOP. 
 
1.2 Registered Office 
 
Piazza Pianciani, 5 - Spoleto 
 
Entered on the Company Register PG under nr. 1 
Registered with R.E.A. PG under nr. 7453 
UIC Code nr. 26318 
 
2 Name 
 
BANCA MONTE DEI PASCHI DI SIENA SPA 
 
2.1 Registered Office 
 
Piazza Salimbeni, 3 - Siena 
 
Registered with the Court of Siena under nr. 9782 on 23.8.95 
Association of Banks nr.325 Code 1030.6 
Member of the Interbank Fund for the Protection of Deposits 
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Fees paid to the independent audit company and to entities belonging to its network 
(pursuant to art. 149 - duodecies of CONSOB resolution nr. 15915 dated 3 May 2007) 

 
Type of service Service provider Subsidiary Fees (EUR/000) 

Auditing of accounts KPMG SpA Banca Popolare di Spoleto SpA 121 

Certification services KPMG SpA Banca Popolare di Spoleto SpA 34 

Assistance with Project L. 262/05 KPMG Advisory SpA Banca Popolare di Spoleto SpA 29 
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Declaration regarding the financial statements pursuant to art. 81-ter of Consob Regulation 
nr. 11971 dated 14 May 1999 and subsequent amendments and supplements 
 
 
1. We the undersigned, Giovannino Antonini, Chairman of the Board of Directors and Paola 
Piermarini, Executive responsible for the preparation of the company accounting documents, of 
Banca Popolare di Spoleto S.p.A., certify, also considering the provisions of art. 154-bis, paragraphs 
3 and 4 of legislative decree nr. 58 dated 24 February 1998: 
 
- The adequacy with relation to the characteristics of the business and 
- The proper application 
Of the administrative and accounting procedures for the formation of the financial statements, over 
the course of 2008. 
 
2. The assessment of the adequacy of the administrative and accounting procedures for the 
formation of the financial statements as at 31 December 2008 was based on an internal model 
established by Banca Popolare di Spoleto S.p.A., developed in line with the model entitled “Internal 
Control – Integrated Framework” developed by the Committee of Sponsoring Organizations of the 
Treasury Commission, which represents a generally accepted international reference standard for 
internal control systems. 
 
3. We also certify that: 
3.1 The financial statements: 
 
- were drawn up in compliance with the applicable international accounting standards recognised 

by the European Community pursuant to (EC) regulation nr. 1606/2002 of the European 
Parliament and Council, dated 19 July 2002; 

- correspond to the information reported in the accounts and records; 
- provide a true and correct representation of the equity, economic and financial situation of the 

issuer. 
 
3.2 The report on operations includes a reliable analysis of performance and of operating results, as 
well as of the issuer’s situation, together with a description of the main risks and uncertainties to 
which it is exposed. 
 
Spoleto, 4 March 2009 
 
 
For the Board of Directors     Executive responsible for the  
The Chairman    preparation of company  
    accounting documents  
 
Giovannino Antonini      Paola Piermarini 
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REPORT OF THE BOARD OF STATUTORY AUDITORS TO THE SHAREHOLDERS’ MEETING 

CONVENED TO APPROVE THE FINANCIAL STATEMENTS OF BANCA POPOLARE DI SPOLETO 

SPA FOR THE YEAR ENDED 31.12.2008, PREPARED IN ACCORDANCE TO ARTICLES 2429, 

PARAGRAPH 3 OF THE ITALIAN CIVIL CODE AND 153, PARAGRAPH 1 OF LEGISLATIVE 

DECREE NR. 58/98 

 

Shareholders, 

We carried out our institutional duty in compliance with the Italian Civil Code, Legislative 

Decrees nr. 385/1993 (Consolidated Banking Act) and nr. 58/1998 (Consolidated Finance Act), 

statutory regulations and those issued by public authorities that hold a supervisory role in fiscal year 

2008, characterised by a complex and particularly difficult macroeconomic scenario, with detrimental 

effects which are still being experienced at the present time. 

 On this basis, we will now report on the activities carried out during 2008 by this Board of 

Statutory Auditors and individually, by the members of the same, providing at the same time, all of 

the information required, in particular, that indicated in Consob. Memorandum no. 1025564 dated 

6.4.2001 and subsequent amendments and supplements.  

 

1. The Board of Statutory Auditors, primarily in its entirety, attended 2 shareholders’ meetings, 

18 meetings of the Board of Directors and 15 meetings of the Executive Committee held 

during the year. In order to properly perform its duty to supervise compliance with the 

principles of correct administration, we examined all of the items to be discussed at the 

above-cited meetings in advance and, where retained necessary, we sought clarification and 

further details on said items of the Bank’s management bodies or the relevant functions of 

the same.  

2. We confirm that the frequency with which the Meetings of the Board of Directors were held 

disposed of the need to receive written quarterly reports from the management bodies, as 

prescribed by art. 150, paragraph 1 of Legislative Decree nr. 58/1998 and by art. 13 of the 

Bank’s Articles of Association. At said Board Meetings, exhaustive reports were presented, 
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also verbally, on the activities performed, on transactions of particular importance to the 

banks economic, financial and equity positions. 

In the opinion of this Board of Statutory Auditors, said transactions were resolved upon and 

performed in compliance with the law and the Bank’s Articles of Association and were in the 

interests of the Bank. Furthermore no manifestly imprudent, reckless or lacking the 

necessary information in the event of conflicts of interest between directors, personally or of 

third parties, or that challenged the resolutions of the Shareholders’ Meeting, or were such 

that compromised the Bank’s integrity. The Board of Statutory Auditors also ensured that all 

transactions performed were coherent with the Bank’s Business Plan and were sustainable 

as regards the organisational system. 

3. As further proof of coherence with the business plan and relative sustainability, it should be 

noted that the largest transaction made or launched in 2008 was the capital increase 

resolved upon by the Shareholders’ Meeting; the Report on Operations contains a detailed 

and complete report on the same. 

4. No atypical and/or unusual transactions were discovered with regard to standard banking 

activities, as also confirmed by the Directors in their report on operations attached to the 

financial statements; we therefore did not discover or receive reports of any atypical and/or 

unusual transactions from the independent audit company. 

Standard infra-group transactions and those with related parties that were of no particular 

significance in economic terms, detailed by directors in the specific schedules of the 

explanatory notes, were disciplined at market conditions, which are to be considered in line 

and appropriate to the interests of the Company. 

With regard to transactions with parties that hold administrative, managerial and control 

functions in the Bank, this Board of Statutory Auditors confirms that the Company’s legal 

department has provided, also from an operational perspective, details regarding the manner 

in which art. 136 of Legislative Decree 385/1993 (Consolidated Banking Act) has been 

applied, so that, in this regard, all conduct within the Bank was transparent and harmonised. 
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As a consequence, we have found that the Bank has always carried out transactions of this 

nature in accordance with the cited legislation and, therefore, resolved upon by a unanimous 

vote of the Management bodies and the favourable vote of all Statutory Auditors, without 

prejudice to the obligations envisaged by the Italian Civil Code regarding conflicts of interest 

of directors. 

As regards said transactions, the Bank therefore did not fulfil its obligations to disclose 

information to the market under art. 71 bis of Consob Regulation no. 11971 insofar as the 

same were performed in the interests of the Bank and were not such that they were able to 

have a significant influence on the Bank’s economic, financial or equity positions. 

In line with the above, we acknowledge that in the report on operations, the directors confirm 

that none of the transactions performed during the year required fulfilment of the obligations 

envisaged by the above-cited Consob Regulation. 

5. During the year, the Board of Statutory Auditors performed the audit activities required of the 

same in accordance with the frequency envisaged by law and in consideration of the Bank’s 

internal and external scenarios. The objective of the above activities was to ascertain, inter 

alia, the adequacy of the internal control system and of the organisational structure of the 

Bank in relation to its size and the characteristics of its business activities. 

In 2008, therefore, the Board of Statutory Auditors based its activities on the external and 

internal scenarios in which the Bank operates, examining in particular the trend of credit risk. 

The topic of new regulations regarding ‘money laundering’ envisaged by Legislative Decree 

nr. 231 of 21 November 2007, was discussed in depth with the relevant functions, and 

implemented in full during the year. The Board of Statutory Auditors was able to ascertain 

that the Bank had promptly undertaken the process of compliance to the above-cited 

provisions through the implementation of various IT procedures that represent the 

operational basis for the entire legislative framework, also providing training courses which 

involved a large majority of the Bank’s employees.  
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The work carried out by Auditors is recorded in the Meetings Register and in the resolutions 

of the Board of Statutory Auditors, in which  a total of 30 Meeting minutes were transcribed.  

6. The Internal Auditing Department, which reports directly to the General Manager, is 

autonomous and independent of the managers of all other operating units. We worked 

constantly with the same, both to receive the necessary assistance to carry out the above-

mentioned inspections and to receive all audit reports prepared by the department during the 

year, in line with the audit plan. When retained necessary, the relevant public authorities 

were notified of any significant findings. 

During the course of the above-cited activities, we were also able to assess the reliability and 

efficiency of the control system adopted by the Bank, not just with relation to its structure. 

We can confirm that auditing activities were planned also on the basis of the current 

economic climate, which requires special attention to capital adequacy and overall risk 

management. 

7. As regards the supervision of the Company’s administrative-accounting system, we 

assessed the adequacy of the same by means of a periodic exchange of information with the 

independent audit company, KPMG, who are responsible for expressing a professional 

opinion on the financial statements, in accordance with the provisions of art. 165 of 

Legislative Decree nr. 58/1998. We did not receive any indications from said company of any 

censorable facts pursuant to art. 155, paragraph 2 of the above-cited Legislative Decree 

58/1998, and discussed with the same the procedures adopted for the preparation of the 

financial statements in question, therefore acknowledging its general conformity, in terms of 

both its formation and structure, with the law and with supervisory regulations. 
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Within our scope of responsibility, we acknowledged the presence of a level of efficiency suitable 

to guarantee the correct representation of the Bank’s economic, financial and equity situations 

resulting from the financial statements for the year ended 31 December 2008. 

We also held meetings with the Executive responsible for the preparation of company 

accounting documents, which fulfils the provisions of art. 154-bis of Legislative Decree 

58/1998 and which has, inter alia, the task of confirming, together with the management 

bodies, the adequacy of the accounting and administrative procedures adopted for the 

formation of the financial statements through the issue of a specific report. 

On these occasions, the same Executive did not report any specific shortcomings of 

operating or control processes, which could have compromised the assessment of the 

adequacy and proper application of the administrative-accounting procedures, the correct 

representations of the economic, financial and equity situations, and compliance with 

international accounting standards IAS/IFRS and the reliability of the content of the report on 

operations. 

We acknowledge that the financial statements and the Explanatory Notes are compliant with 

Legislative Decree nr. 38/2005 (IAS/IFRS) and with circular nr. 262 issued by the Bank of 

Italy on 22 December 2005. 

We also acknowledge that Board Directors did not exercise their rights of derogation set 

forth in art. 5, paragraph 1 of the same Legislative Decree nr. 38/2005. 

With reference to Document nr. 2 of 6 February 2009 issued jointly by the Bank of Italy, 

Consob and Isvap, in implementation of the agreement to apply international accounting 

standards (IAS/IFRS), we confirm that, given the current conditions of the financial markets 

and of the real economy, that the members of the Management bodies and the Executive 

responsible for the preparation of company accounting documents carried out particularly 

accurate assessments, which even in the presence of uncertainties, confirm the existence of 

the basis for business continuity, on the basis of which the financial statements have been 

prepared. 
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8. We have examined the report drawn up by the already-cited independent audit company, 

issued pursuant to art. 156 of Legislative Decree 58/1998, and in this regard we 

acknowledge that their opinion does not raise any significant issues or requests for further 

information. As regards the independence of said audit company, the Board of Statutory 

Auditors states that it has not found any critical aspects. 

In observance of the already-cited Consob Regulation nr. 1025564 dated 6 April 2001 and 

subsequent amendments, we inform you that the Bank, as at 31 December 2008, in addition 

to the auditing of accounts and other activities regarding auditing and certification services 

related to its principal auditing assignment performed by KPMG SpA, also receives 

assistance from KPMG Advisory for the “project L.262/05” for a fee of EUR 28,620.00. 

9. This Board of Statutory Auditors has been asked, on the other hand, to express its opinion 

on the following topics: 

- an assessment of the correct application of the criteria and the verification procedures 

adopted by the Board of Directors to assess the independence of its members; 

- the appointment of an Executive responsible for the preparation of company accounting 

documents following the retirement of the previous executive. 

No claims were received from shareholders under art. 2408 of the Italian civil code, nor were 

any complaints made to the Board of Statutory Auditors. 

10. We supervised the correct implementation of the rules of corporate governance envisaged 

by the Self-Regulatory Code for listed companies, introduced to complete the primary and 

secondary legislation envisaged by Legislative Decree nr. 58/1998 and by consequent 

regulations. 
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11. We confirm that during the year the Board of Statutory Auditors attended (15) meetings of 

the Internal Control Committee envisaged by the self-regulatory code of the Committee for 

the Corporate Governance of companies listed and established since 2001. 

12. To conclude this Report and in consideration of its contents, we can confirm that, on the 

basis of the checks made and the information obtained, no omissions, censurable facts or 

irregularities that warrant notification to the shareholders were discovered during 2008.  

13. After examining the content of the reports drawn up by the independent audit company 

KPMG, having acknowledged the statements issued jointly by the Board of Directors and the 

Executive responsible for the preparation of company accounting documents, the Board of 

Statutory Auditors does not see any grounds that hinder the approval of the financial 

statements submitted to you by the Board of Directors together with the Report on 

operations and the proposal for the distribution of profit made by said Board. 

14. We hereby inform you that in compliance with the provisions of art. 144 – 15 of the Issuers’ 

Regulations nr. 11971, the Statutory Auditors have organised, as first information to the 

public, for the list of positions held by the same to be attached to this report, as set forth in 

Book V, Title V, Chapters V, VI and VII of the Italian Civil Code on the date of issue of the 

same. 

 

Spoleto, 3 April 2009 

 

THE BOARD OF STATUTORY AUDITORS 

 

Dr. Francesco Bonelli – Chairman of the Board of Statutory Auditors 

Dr. Roberto Rossi – Standing Auditor 

Dr. Michele Fesani – Standing Auditor 
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LIST OF POSITIONS HELD BY EACH MEMBER OF THE BOARD OF STATUTORY AUDITORS ATTACHED TO THE REPORT, DRAWN UP 
PURSUANT TO ART. 153 OF THE CONSOLIDATED ACT ON FINANCE 
 
 
 
 

PARTY COMPANY NAME DESCRIPTION OF POSITION NUMBER OF POSITIONS 
HELD 

Surname and name  Position held Expiry of term With 
Issuers(1) Overall 

BONELLI FRANCESCO Banca Popolare di Spoleto S.p.a. Chairman of the Board of 
Statutory Auditors 

Approval of financial statements 
as at 31.12.2009 1 13 

ROSSI ROBERTO Banca Popolare di Spoleto S.p.a. Standing Auditor Approval of financial statements 
as at 31.12.2009 2(2) 18 

FESANI MICHELE Banca Popolare di Spoleto S.p.a. Standing Auditor Approval of financial statements 
as at 31.12.2009 1 2 

 
(1) Including Banca Popolare di Spoleto Spa 
(2) Of which one “Reporting company” 
 

THE BOARD OF STATUTORY AUDITORS 
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Report of the Independent Audit Company 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

banca popolare di spoleto spa 
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KPMG 
KPMG S.p.A     Tel. 075 5722224 
Revisione e organizzazione contabile   Fax. 075 5723081 
Via Ruggero d’Andreotto, 19/H2   e-mail it-fmauditaly@kpmg.it 
06124 PERUGIA PG 

 
 
 
Report of the Independent Audit Company in accordance with art. 156 of Legislative 
Decree nr. 58 dated 24 February 1998 
 
 
 
To the Shareholders of  
Banca Popolare di Spoleto S.p.A.  
 
1. We have audited the financial statements of Banca Popolare di Spoleto for the year ended 31 December 

2008, which comprise the balance sheet, the income statement, the statement of changes in equity, the 
cash flow statement and the relative explanatory notes. The preparation of these financial statements in 
compliance with the International Financial Reporting Standards adopted by the European Union, as well as 
with the provisions issued in implementation of art. 9 of Legislative Decree nr. 38/05, is the responsibility of 
the directors of Banca Popolare di Spoleto S.p.A. Our responsibility is to express a professional opinion on 
these financial statements based on our audit. 

 
2. We conducted our audit in accordance with the auditing standards recommended by Consob. In accordance 

with said standards and principles, the audit was planned and conducted in order to obtain the necessary 
assurance about whether the financial statements are free of material misstatement and, taken as a whole, 
are presented fairly. The audit process includes examining, on a sample basis, evidence supporting the 
amounts and disclosures in the financial statements as well as an evaluation of the adequacy and 
correctness of the criteria adopted and the reasonableness of the estimates made by directors. We believe 
that our audit provides a reasonable basis for our professional opinion. 

 
As regards the opinion on the financial statements of the previous year, the figures of which are presented 
for comparative purposes in accordance with legal requirements, please refer to the report issued by the 
other audit company dated 2 April 2008. 

 
3. In our opinion, the financial statements of Banca Popolare di Spoleto S.p.A. as of 31 December 2008 comply 

with the International Financial Reporting Standards adopted by the European Union, as well as with the 
provisions issued in implementation of art. 9 of Legislative Decree nr. 38/05; accordingly, they have been 
prepared clearly and give a true and fair view of the equity and financial position and the results of 
operations of Banca Popolare di Spoleto S.p.A. for the fiscal year ending on said date. 

 
4. The preparation of these financial statements in compliance with legislative provisions and regulations is the 

responsibility of the directors of Banca Popolare di Spoleto S.p.A.  
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KPMG 
 Banca Popolare di Spoleto S.p.A. 
 Report of the Independent Audit Company 
 31 December 2008 

 
 
 
 
 
 
Our responsibility is to express a professional opinion on the coherence of the report on operations and the 
financial statements, as required by art. 156, paragraph 4-bis, letter d), of Legislative Decree 58/98. To this 
end, we have carried out the procedures indicated by audit principle nr. 001 issued by the National Board of 
Chartered Accountants and Accounting Experts and recommended by Consob. In our opinion the report on 
operations is coherent with the financial statements of Banca Popolare di Spoleto as at 31 December 2008. 

 
Perugia, 3 April 2009 
 
KPMG S.p.A. 
 
 
Rodolfo Curti 
Partner 



 

271 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Printed by Nuova Panetto & Petrelli S.p.A. - Spoleto 


