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Emro Finance Ireland Limited

DIRECTORS' REPORT

The Directors present their annuai report and the audited financial statements of EMRO Finance Ireland
Limited (the "Company") for the year ended 31 December 2009.

Principal business activity
The Company is an international financial services Company engaged in the trading of financial instruments
and in lending activities. The Company is a subsidiary of an Italian banking group, Banca Popolare dell'Emilia
Romagna S.C.

Review of the development of the business
After a first quarter of continued high volatility in the financial markets, the key market drivers for the remaining
part of 2009 were the rebound seen in global macro-economic data and the major economies commitment to
low and stable rates which continued to send investors in search of growth and yield. The large Central
Banks are likely to keep rates low through the first half of 2010 although markets will need to see a credible
path to fiscal and monetary discipline for those Countries that have been most aggressive in responding to the
fall-out from the economic crisis.

Looking back at 2009, the Company had positive results with all the financial indicators generally positive:
higher interest margin (+24.7%), lower amount of impairments and provisions for non performing credits,
stable operating expenses and a substantial recovery in the investment portfolio's fair value.

The Company's activity in 2009 was characterised by two main themes: i) the decrease in the level of the
investment portfolio achieved by only partially renewing bonds and loans becoming due and ii) the reduction
of credit risk through a selective purchase of only highly rated (mainly AAA) liquid bonds.

Despite the strong performance seen in 2009, the Directors believe that the financial markets will continue to
be volatile during 2010 with spreads which will remain historically cheap. In light of this situation it is the
intention of the Directors to continue this investment approach and maintain the actual mix of activities of the
Company using extreme prudence In the selection of new investments undertaken.

Principal risks and uncertainties
The major risks associated with the Company's business are market risk, currency risk, price risk, interest rate
risk, credit risk and liquidity risk. The Company has established policies for managing these risks which are in
line with the ones adopted by the Parent Company banking group. The policies and the exposure thereto are
detailed in note 20 to the financial statements.

Results for the year and state of affairs as at 31 December 2009
The income statement and balance sheet for the year ended 31 December 2009 are set out on pages 14 and
15 respectively. The Company made a net profit for the year of €10,537,000 (2008: loss of €30,228,000). Net
assets as at 31 December 2009 amounted to €118,899,000 (2008: €92,328,000). There was no dividend paid
during the year (2008: Nil).

Impairments and other provisions for the year affecting the profit amounted to €7,769,000 (2008:
€17,016,000). The amount was made up by €4,509,000 (2008: €17,016,000) of assets contained in the
available-for-sale portfolio, €4,952,000 (2008: Nil) of an Incurred But Not Reported loss linked to the
Company's CDO transactions contained in the Loans & Receivables portfolio and a positive amount of
€1,692,000 (2008: Nil) corresponding to the reverse of last year's impairments made on some defaulted
assets contained in the available-for-sale portfolio due to the long term recovery in value.

Post balance sheet events
No significant events have occurred since the balance sheet date which would materially affect the financial
position of the Company as disclosed in the financial statements.

Directors and secretary
The Directors and secretary of the Company are set out on page 2. There was no change to the Directors or
secretary during the year.



Emro Finance Ireland Limited

DIRECTORS' REPORT - continued

Directors' and secretary's interests
The Directors had the following interests in the share capital of the Company, the Parent Company and fellow
subsidiaries at 31 December 2009 and at 31 December 2008:

Shares in Banca Popolare DeH'Emilia Romagna S.C 31 December 31 December
2009 2008

No. of shares No. of shares

Marco Righi Nidi
Gian Enrico Venturini
Paolo Zanni

Bonds in Banca Popolare DeH'Emilia Romagna S.C 31

No

1,445
244
395

December
2009

. of shares

-

1,445
244
295

31 December
2008

No. of shares

1,760
1,152

Marco Righi Nidi
Gian Enrico Venturini

BPER Convertible 4% 31/12/08
BPER 3.70% 31/12/08

Other than as stated above, none of the Directors, the secretary or their families had any interest in the share
capital of the Company or of any group Company at 31 December 2009 or 31 December 2008.

Going concern
The Directors are satisfied that the Company has adequate resources and support from the Parent Company
to continue in operational existence for the foreseeable future. Accordingly they continue to adopt the "going
concern" basis in preparing the financial statements.

Future development
The financial markets will continue to be volatile during 2010, the global de-leveraging phenomenon seen in
2008 and 2009 will continue and spreads will remain cheap in any historical context.

Acknowledging that there are a number of risks on the horizon, the directors remain constructive on credit
markets in 2010 and in particular on the Company's ability to generate excess returns from existing portfolios.
Valuations are still historically cheap, corporate credit fundamentals are improving and technicals should stay
supportive of the main asset classes of the Company: corporate and bank capital bonds and ABS
transactions. In addition to that the Group liquidity at the end of 2009 remained very sound.

As a consequence it is the intention of the Directors going forward to continue to select opportunities for the
investment and loans portfolio of the Company renewing maturing assets with lower risk and higher rating
ones and to develop, where opportunities arise new low risk activities.

Risk management
See details of the company's Risk Management Structure and Controls framework in note 20 to the financial
statements.

Political donations
The Company made no political donations during the year (2008: nil).

Books of account
The Directors believe that they have complied with the requirements of Section 202 of the Companies Acts,
1990, with regard to books of account by using the services of appropriately qualified personnel and the
maintenance of computerised accounts systems. The books of account of the Company are maintained at
the AIB International Centre, International Financial Services Centre, Dublin 1.



Emro Finance Ireland Limited

DIRECTORS' REPORT - continued

Auditors
The auditors, PricewaterhouseCoopers, will continue in office in accordance with Section 160(2) of the
Companies Act, 1963.

On behalf of the board

Robert Burke Gian Enrico Venturini
Director Director

12 March 2010



Emro Finance Ireland Limited

STATEMENT OF DIRECTORS" RESPONSIBILITIES

The directors are responsible for preparing the financial statements in accordance with International Financial
Reporting Standards ("IFRS") and IFRIC interpretations endorsed by the European Union and with those parts
of the Companies Act, 1963 to 2009 applicable to companies reporting under IFRS and Article 4 of the IAS
Regulation.

Irish company law requires the directors to prepare financial statements for each financial year which give a
true and fair view of the state of affairs of the company and of the profit or loss of the company for that year. In
preparing those financial statements, the directors are required to:

» select suitable accounting policies and then apply them consistently;
9 make judgements and estimates that are reasonable and prudent;
» state that the financial statements comply with IFRS; and
» prepare the financial statements on the going concern basis unless it is inappropriate to presume that

the company will continue in business.

The directors confirm that they have complied with the above requirements in preparing the financial
statements.

The directors are responsible for keeping proper books of account which disclose with reasonable accuracy at
any time the financial position of the company and which enable them to ensure that the financial statements
are prepared in accordance with IFRS and IFRIC interpretations endorsed by the European Union and with
those parts of the Companies Act, 1963 to 2009 applicable to companies reporting under IFRS and Article 4
of the IAS Regulation.

They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities. Legislation in Ireland governing the
preparation and dissemination of financial statements may differ from legislation in other jurisdictions.

On behalf of the board

Robert Burke Glan Enrico Venturini
Director Director

12 March 2010
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PricewaterhouseCoopers
One Spencer Dock
North Wall Quay
Dublin 1
Ireland
I.D.E. Box No. 137
Telephone +353 (0) 1 792 6000
Facsimile +353 (0) 1 792 6200
www.pwc.com/ie

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF EMRO FINANCE IRELAND
LIMITED

We have audited the financial statements on pages 14 to 42. These financial statements have
been prepared under the accounting policies set out in the statement of accounting policies on
pages 9 to 13.

Respective responsibilities of directors and auditors
The directors' responsibilities for preparing the Directors' Report and the financial statements in
accordance with applicable Irish law and International Financial Reporting Standards (IFRSs) as
adopted by the European Union are set out in the Statement of Directors' Responsibilities on page
6.

Our responsibility is to audit the financial statements in accordance with relevant legal and
regulatory requirements and International Standards on Auditing (UK and Ireland). This report,
including the opinion, has been prepared for and only for the company's members as a body in
accordance with Section 193 of the Companies Act, 1990 and for no other purpose. We do not, in
giving this opinion, accept or assume responsibility for any other purpose or to any other person to
whom this report is shown or into whose hands it may come save where expressly agreed by our
prior consent in writing.

We report to you our opinion as to whether the financial statements give a true and fair view, in
accordance with IFRSs as adopted by the European Union, and have been properly prepared in
accordance with Irish statute comprising the Companies Acts, 1963 to 2009. We state whether we
have obtained all the information and explanations we consider necessary for the purposes of our
audit and whether the financial statements are in agreement with the books of account. We also
report to you our opinion as to:

• whether the company has kept proper books of account;

• whether the directors' report is consistent with the financial statements; and

• whether at the balance sheet date there existed a financial situation which may require the
company to convene an extraordinary general meeting; such a financial situation may exist
if the net assets of the company, as stated in the balance sheet, are not more than half of
its called-up share capital.

We also report to you if, in our opinion, any information specified by law regarding directors'
remuneration and directors' transactions is not disclosed and, where practicable, include such
information in our report.

We read the directors' report and consider the implications for our report if we become aware of
any apparent misstatements within it.

Chartered Accountants



PRICB/VATERHOUS^PERS

Basis of audit opinion
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland)
issued by the Auditing Practices Board. An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financial statements. It also includes an
assessment of the significant estimates and judgments made by the directors in the preparation of
the financial statements, and of whether the accounting policies are appropriate to the company's
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance
that the financial statements are free from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated the overall adequacy of the
presentation of information in the financial statements.

Opinion
In our opinion the financial statements:

• give a true and fair view, in accordance with IFRSs as adopted by the European Union, of
the state of the company's affairs as at 31 December 2009 and of its profit and cash flows
for the year then ended; and

• have been properly prepared in accordance with the requirements of the Companies Acts,
1963 to 2009.

We have obtained all the information and explanations which we consider necessary for the
purposes of our audit. In our opinion proper books of account have been kept by the company. The
financial statements are in agreement with the books of account.

In our opinion the information given in the directors' report on pages 3 to 5 is consistent with the
financial statements.

The net assets of the company, as stated in the balance sheet on page 15 are more than half of
the amount of its called-up share capital and, in our opinion, on that basis there did not exist at 31
December 2009 a financial situation which under Section 40 (1) of the Companies (Amendment)
Act, 1983 would require the convening of an extraordinary general meeting of the company.

PrIcewaterhouseCoopers
Chartered Accountants and Registered Auditors
Dubiin
23 March 2010



Emro Finance Ireland Limited

STATEMENT OF ACCOUNTING POLICIES

Basis of preparation
The financial statements have been prepared in accordance with International Financial Reporting Standards
(IFRS) and International Financial Reporting Interpretations Committee (IFRIC) interpretations endorsed by
European Union (EU), and with those parts of the Companies Acts, 1963 to 2009 applicable to companies
reporting under IFRS.

The financial statements have been prepared on the historical cost basis except that the following assets and
liabilities are stated at their fair value, derivative financial instruments and financial liabilities, financial assets
and financial liabilities that are designated as fair value through profit or loss, and available-for-sale financial
assets.

Revenue recognition
Interest income on financial assets that are classified as loans and receivables, available-for-sale and interest
expense on financial liabilities other than those at fair value through profit or loss, is determined using the
effective interest rate method. The effective interest rate method is a method of calculating the amortised cost
of a financial asset or financial liability and of allocating the interest income or interest expense over the
expected life of the asset or liability. The effective interest rate is the rate that exactly discounts estimated
future cash flows to the instrument's initial carrying amount.

Financial assets and financial liabilities held for trading and financial assets and liabilities designated as fair
value through profit or loss are recorded at fair value. Changes in fair value are recognised through the
income statement together with dividends and interest receivable and payable.

Commission income receivable on Letters of Credit, Promissory Notes and Bills of Exchange on a contractual
basis is recognised as the right to the Commission income accrues over the life of the contract.

Other income and expenditure
Other income and expenditure are recognised on an accruals basis.

Taxation
Corporation tax is provided on taxable profits at current rates and is recognised as an expense in the period in
which profits arise.

Deferred income tax is provided in full, using the liability method, on temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the financial statements. Deferred income
tax is determined using tax rates (and laws) that have been enacted or substantially enacted by the balance
sheet date and are expected to apply when the related deferred income tax asset is realised or the deferred
income tax liability is settled.

Temporary differences between profits as computed for tax purposes and profits as stated in the financial
statements arise because certain items of income and expenditure in the financial statements are dealt with in
different years for tax purposes. The principal temporary differences arise from the revaluation of certain
financial assets and liabilities including available for sale financial assets, loans and receivables and derivative
contracts in the context of the transition adjustment. Deferred tax assets are recognised where it is probable
that future taxable profits will be available against which the temporary differences can be utilised.

Deferred tax relating to fair value re-measurement of available for sale investments and loans and receivables
which are credited or charged directly to equity, is also credited or charged directly to equity and is
subsequently recognised in the income statement together with the deferred gain or loss. Deferred and
current taxation assets and liabilities are only offset when they arise in the same tax reporting group and
where there is both the legal right and the Intention to settle on a net basis or to realise the asset and settle
the liability simultaneously.



Emro Finance Ireland Limited

STATEMENT OF ACCOUNTING POLICIES - continued

Financial assets
Financial assets are classified into the following categories as per IAS 39:

Held-for-trading - a financial asset is classified as held-for-trading if it is acquired principally for the purpose of
selling in the short term, or forms part of a portfolio of financial instruments that are managed together and for
which there is evidence of short-term profit taking, or it is a derivative (not in a qualifying hedge relationship).
Held-for-trading financial assets are recognised at fair value with transaction costs being recognised through
the income statement and are subsequently measured at fair value. Gains and losses on held-for-trading
financial assets are recognised through the income statement as they arise.

Designated as fair value through profit or loss - financial assets that the Company designate on initial
recognition as being at fair value through profit or loss are recognised at fair value with transaction costs being
recognised in the income statement and are subsequently measured at fair value. Gains and losses on
financial assets that are designated at fair value through profit or loss are recognised through the income
statement as they arise.

Financial assets may be designated as fair value through profit or loss only if such designation: (a) eliminates
or significantly reduces a measurement or recognition inconsistency; or (b) applies to a group of financial
assets, financial liabilities or both that the Company manages and evaluates on a fair value basis; or (c)
relates to an instrument that contains an embedded derivative which is not evidently closely related to the host
contract. Gains and losses arising from charges in the fair value of these assets are recognised in trade
income.

Loans and receivabies - non-derivative financial assets with fixed or determinable repayments that are not
quoted in an active market are classified as loans and receivables except those that are classified as held for
trading or designated as fair value through profit or loss. Loans and receivables are initially recognised at fair
value plus directly related transaction costs. These are subsequently measured at amortised cost using the
effective interest rate method (see Revenue Recognition page 9) less any impairment losses.

Avaiiable-for-saie - financial assets that are not classified as held for trading; designated at fair value through
profit or loss; or loans and receivables are classified as available-for-sale. Financial assets can be designated
as available-for-sale on initial recognition. Available-for-sale financial assets are initially recognised at fair
value plus directly related transaction costs. They are subsequently measured at fair value. Exchange
differences resulting from retranslating the amortised cost of monetary available-for-sale financial assets
denominated in a foreign currency are recognised in the income statement. Other changes in the fair value of
available-for-sale financial assets are reported in a separate component of shareholder's equity. Interest
using the effective interest rate (see Revenue Recognition page 9) is recognised in the income statement.

The fair value of quoted investments in active markets are based on current bid prices. If there is no active
market for a financial asset, the company establishes fair value using valuation techniques. There include the
use of recent arms length transactions discounted cash flow analysis, option pricing models and other
valuation techniques commonly used by market participants.

Financial liabilities
A financial liability is classified as held-for-trading if it is incurred principally for the purpose of repurchasing or
selling out in the near term, or forms part of a portfolio of financial instruments that are managed together and
for which there is evidence of short-term profit taking, or it is a derivative (not in a qualifying hedge
relationship). The Company designates certain financial liabilities on initial recognition as liabilities at fair
value through profit or loss. Held-for-trading financial liabilities and financial liabilities designated at fair value
through profit or loss are recognised at fair value with transaction costs being recognised in the income
statement. Subsequently they are measured at fair value. Gains and losses are recognised through the
income statement as they arise. All other financial liabilities are measured at amortised cost using the
effective interest rate method (see Revenue Recognition page 9).

Fair value for a net open position in a financial liability that is quoted in an active market is the current offer
price times the number of units of the instrument held or issued. Fair values for financial liabilities not quoted
in an active market are determined using appropriate valuation techniques including discounting future cash
flows, option pricing models and other methods that are consistent with accepted economic methodologies for
pricing financial liabilities.

10



Emro Finance Ireland Limited

STATEMENT OF ACCOUNTING POLICIES - continued

Financial liabilities - continued
Financial liabilities may be designated as at fair value through profit or loss only if such designation: (a)
eliminates or significantly reduces a measurement or recognition inconsistency; or (b) applies to a group of
financial assets, financial liabilities or both that the Company manages and evaluates on a fair value basis; or
(c) relates to an instrument that contains an embedded derivative which is not evidently closely related to the
host contract.

Sate and repurchase transactions
Securities which have been sold with an agreement to repurchase continue to be shown on the balance sheet
and the sale proceeds recorded as a deposit where the Company retains substantially all the risks and
rewards of ownership of the securities. Securities acquired in reverse sale and repurchase transactions are
not recognised on the balance sheet and the purchase price is treated as a loan if the Company is not
exposed to the risks and rewards of ownership.

Derivative financial instruments
Derivatives such as interest rate swaps and credit default swaps are used for trading purposes. The
Company maintains trading positions in a variety of derivatives for economic hedging purposes for interest
rate swaps and for the purposes of generating income for credit default swaps.

Derivative financial instruments are recognised initially, and subsequently measured at fair value. Derivative
fair v.alues are determined from quoted prices in active markets where available. Where there is no active
market for an instrument, fair value is derived from prices for the derivative's components using appropriate
pricing or valuation models. Gains and losses arising from changes in fair value of a derivative are recognised
as they arise in the income. Derivatives are carried as assets when the fair value is positive and as liabilities
when the fair value is negative. The best evidence of the fair value of a derivative at initial recognition is the
transaction price fair value of the consideration given or received.

Some hybrid contracts contain both a derivative and a non-derivative component. In such cases, the
derivative is termed an embedded derivative. Where the economic characteristics and risks of embedded
derivatives are not closely related to those of the host contract and the hybrid contract itself is not carried at
fair value through profit or loss, the embedded derivative is treated as a separate derivative and reported at
fair value with gains and losses being recognised in the income statement.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand deposits with banks together with short-term
highly liquid investments that are readily convertible to known amounts of cash and subject to insignificant risk
of changes in value.

Critical accounting estimates and judgments
The critical accounting estimates and judgements are the impairment and fair value calculations.

The reported results of the Company are sensitive to the accounting policies, assumptions and estimates that
underline the preparation of its financial statements. Irish company law and IFRS requires the Directors, in
preparing the Company's financial statements, to select suitable accounting policies, apply them consistently
and make judgements and estimates that are reasonable and prudent. Where accounting standards are not
specific and management have to choose a policy, International Accountancy Standards ("IAS") 8 "Accounting
Policies, Changes In Accounting Estimates and Errors" requires them to adopt policies that will result in
relevant and reliable information in the light of the requirements and guidance in IFRS dealing with similar and
related issues and the International Accountancy Standards Board's ("lASB") Framework for the Preparation
and Presentation of Financial Statements.

Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

The judgements and assumptions involved in the Company's accounting policies that are considered to be the
most important to the portrayal of its financial condition are discussed below:

11



Emro Finance Ireland Limited

STATEMENT OF ACCOUNTING POLICIES - continued

Fair value
Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable,
willing parties in an arm's length transaction. Fair values are determined by reference to observable market
prices where available and reliable. Where representative market prices for an instrument are not available or
are unreliable because of poor liquidity, the fair value is derived from prices for its components using
appropriate pricing or valuation models that are based on independently sourced market parameters,
including interest rate yield curves, option volatilities and currency rates.

The parent company's risk management department sets the rules determining the use of all valuation
techniques. Where valuation techniques, such as models, are used to determine fair values, they are
reviewed by management to ensure that the outputs reasonably reflect comparative market prices. To the
extent practical, models use only observable data. However areas such as credit risk, volatility and correlation
require estimates to be made. Changes in assumptions about these factors could affect reported fair values
of financial instruments.

The fair value is determined by the parent company's risk management department as follows based on the
following levels of IFRS fair value hierarchy:

Quoted prices in an active market
This level of the hierarchy is applied where a market price is available in an active and orderly market (either
broker quotes or Bloomberg). For listed securities on official Italian markets these are priced based on the
closing reference price on the last open-market day of the year. For OTC securities dealt on international
markets these are priced based on the closing price on the last open-market day of the year taken from
Bloomberg for liquid securities.

Valuation techniques witti observabie parameters
For illiquid securities the price is based on the value given by the counterparty on the last open-market day of
the year. For funds the price is based on the NAV given by the counterparty on the last open-market day of
the year. For suspended funds the NAV is based on the most recent available information from the
counterparty and consideration by management of the reliability of this price.

Where representative market prices for an instrument are not available or are unreliable because of poor
liquidity, the fair value is derived from prices for its components using appropriate pricing or valuation models
that are based on independently sourced market parameters, including interest rate yield curves, option
volatilities and currency rates.

Financial assets are classified between listed and unlisted securities in a manner consistent with the basis for
determining fair value as described above; listed securities thus consist of securities which have quoted prices
in on active and orderly market.

Vaiuation techniques with unobservable parameters
This level of the hierarchy includes the more complex investments in private equities and securitisation
transactions. Instruments classified in this category have a parameter input or inputs which are unobservable
and which have a more than insignificant impact on the fair value of the instrument.

Impairment of financial assets
The Company assesses at each balance sheet date whether there is any objective evidence that a financial
asset or group of financial assets classified as available-for-sale or loans and receivables is impaired. A
financial asset or portfolio of financial assets is impaired and an impairment loss incurred if there is objective
evidence that an event or events since initial recognition of the asset has adversely affected the amount or
timing of future cash flows from the asset.

Loans and receivables - if there is objective evidence that an impairment loss on a financial asset or group of
financial assets classified as loans and receivable has been incurred, the Company measures the amount of
the loss as the difference between the carrying amount of the asset and the estimated future cash flows from
the asset. Impairment losses are assessed individually for financial assets that are individually significant and
collectively for assets that are not individually significant. In making collective assessment of impairment,
financial assets are grouped into portfolios on the basis of similar risk characteristics.

12
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STATEMENT OF ACCOUNTING POLICIES - continued

Impairment of financial assets - continued
Assets classified as available for sale - the company considers whether an investment, classified as available
for sale, has a significant or prolonged decline in fair value of the security below it costs in determining
whether the assets are impaired. The cumulative loss, calculated as the difference between the acquisition
cost and the current fair value less any impairment on that financial asset previously recognised is removed
from equity and recognised in the income statement. Impairment losses recognised in the income statement
on equity instruments are not reversed through the income statement.

Impairment losses are recognised in the income statement and the carrying amount of the financial asset or
group of financial assets reduced by establishing an allowance for impairment losses. If in a subsequent
period the amount of the impairment loss reduces and the reduction can be ascribed to an event after the
impairment was recognised, the previously recognised loss is reversed by adjusting the allowance.

Foreign currencies
Transactions denominated in currencies other than Euro are recorded at the exchange rates ruling at the
dates of the transactions. Resulting monetary assets and liabilities denominated in other currencies are
translated using the exchange rates prevailing at the balance sheet date. Non-monetary items denominated
in foreign currencies that are stated at fair value are translated into Euro at foreign exchange rates ruling at
the dates the values were determined. Translation differences arising on non-monetary items measured at
fair value are recognised in the income statement except for differences arising on available-for-sale non-
monetary financial assets which are recognised in equity.

Profits or losses arising from currency translation and on settlement of amounts receivable and payable in
other currencies are dealt with in the income statement.

Tangible assets

Tangible assets are recorded at purchase cost less accumulated depreciation and impairment losses.

Depreciation is calculated at the percentage of the cost of the tangible assets as follows:

Computer equipment 15%
Office equipment 20 - 25%
Motor vehicles 20%

13



Emro Finance Ireland Limited

INCOME STATEMENT
Year Ended 31 Decennber 2009

2009
€000

42,249

(28,226)

2008
€000

73,301

(63,770)

Notes

Interest income

Interest expense

Net interest income

Trading income/(expense)

Operating income

Operating expenses

Impairment charge

Profit before taxation

Taxation

Profit for the financial year

2

8

4

3

10

5

7

14,023

5,565

1,865

(1,428)

(7,769)

12,256

(1.719)

10,537

9,531

(27,965)

2,040

(1,403)

(17,016)

(34,095)

3,867

(30,228)

All of the items dealt with in arriving at the profit for the year relate to continuing operations.

The notes on pages 19 to 42 are an integral part of these financial statements.

The financial statements were approved by the Board of Directors and signed on its behalf by:

Robert Burke
Director

Gian Enrico Venturini
Director

14



Emro Finance Ireland Limited

BALANCE SHEET
Year Ended 31 December 2009

2009
€000

2008
€000Notes

Assets

Cash and cash equivalents
Trade and other receivables
Financial assets designated at fair value
Available-for-sale investments
Loans and receivables
Tangible assets
Current tax asset
Deferred income tax assets

Total assets

Liabilities

Trade and other payments
Derivative financial instruments

Total liabilities

Equity
Capital and reserves
Share capital
Capital reserves
Reserves

Total equity

Total equity and liabilities

15
14
12
12
16
11

19

7,276
186

104,765
147,487

1,084,492
26
28

5,155

1,349,415

7,136
213

103,604
97,425

1,332,217
4

1,085
8,951

1,550,635

17
13

1,224,078
6,438

1,230,516

1,452,070
6,237

1,458,307

18
118

118

1,349

155
,000
744

,899

,415

118
(25

92

1,550

1bb
,000
,827)

,328

,635

The notes on pages 19 to 42 are an integral part of these financial statements.

The financial statements were approved by the Board of Directors and signed on its behalf by:

Robert Burke
Director

Gian Enrico Venturini
Director
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Emro Finance Ireland Limited

STATEMENT OF COMPREHENSIVE INCOME
Year Ended 31 December 2009

2009
€000

10,537

12,849

(1,606)

11,243

21,780

2008
€'000

(30,228)

(8,406)

1,050

(7,356)

(37,584)

Profit for the financial year

Unrealised net gains/(losses) on available for sale investments arising
during the period, before tax

Income tax relating to components of other comprehensive income

Other comprehensive income for the year, net of tax

Total comprehensive income for the year

All income arises form continuing operations.

The notes on pages 19 to 42 are an integral part of these financial statements.

16



Emro Finance Ireland Limited

STATEMENT OF CHANGES IN EQUITY
Year Ended 31 December 2009

Share
capital
€000

Capital AFS reserve Profit and
reserve loss reserve

€000 €000 €'000

Total

€000

92,328

18,336

(12)

(2,290)
10,537

2009
At 1 January 2009
Unrealised profits/(losses) in the
year
Reverse first time adoption
reserve for AFS investments
Deferred tax related to AFS
investments
Profit/(loss) for the financial year

At 31 December 2009

2008
At 1 January 2008
Unrealised profits/(losses) in the
year
Reverse first time adoption
reserve for AFS investments
Deferred tax related to AFS
investments
Other movements
Profit/(ioss) for the financial year

At 31 December 2008

118,000 (40,216)

18,336

(12)

(2,290)

14,389155

10,537

155

155

-

-

-

155

118,000

118,000

-

-

-

118,000

(24,182)

(18,732)

(24,362)

(191)

3,069

(40,216)

24,926

44,620

-

-

(3)
(30,228)

14,389

118,899

144,043

(24,362)

(191)

3,069
(3)

(30,228)

92,328

The notes on pages 19 to 42 are an integral part of these financial statements.
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Emro Finance Ireland Limited

CASH FLOW STATEMENT
Year Ended 31 December 2009

2009
€000

2008
€000Notes

Operating activities

Profit for the financial year

Adjustments for:

Depreciation charge for the year
Amortised cost adjustment
Unrealised foreign exchange gain in P+L
(Increase) in operating debtors
Increase in operating creditors
Income tax (paid)/received
Other cash movements

Net cash inflow from operating activities

10,537 (30,228)

11

8

11

247
(227

1
18

51

(51

(51

3
760
208
,752
,791)
,083
,836

,388

(25)
,223)

,248)

8
166
(359)

(922,492)
376,323

107
(28,651)

(605,126)

(5)
611,165

611,160

Investing activities
Purchase of property and equipment
Decrease/(increase) in financial assets

Cash flows from investing activities

Financing activities

Dividends paid

Cash flows from financing activities

lncraase/(decrease) in cash and cash equivalents

Cash and cash equivalents 1 January

Cash and cash equivalents 31 December

7

7

-

140

,136

,276

6

1

7

_

,034

,102

,13615

The notes on pages 19 to 42 are an integral part of these financial statements.
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Emro Finance Ireland Limited

NOTES TO THE FINANCIAL STATEMENTS

1 Operations and ownership

The Company is principally engaged in the trading of financial instruments for its own account.

The Company is a wholly owned subsidiary of Banca Popolare dell'Emilia Romagna S.C., a Company
incorporated in Italy. The consolidated financial statements of the Group may be obtained from Banca
Popolare dell'Emilia Romagna S.C., Via s. Carlo 8/20, 41100 Modena (MO), Italy.

2 Net interest income 2009
€000

2008
€000

Interest and similar income
Interest on financial assets available for sale
Interest income on financial assets designated at fair value through profit
and loss
Interest on loans and receivables

2,992 19,471

4,302
34,955
42,249

15,268
12,958

28,226

14,023

5,175
48,655
73,301

42,102
21.668

63,770

9,531

Interest income accrued on impaired financial assets is €nil (2008;€nil).

Interest expenses and similar charges
On bank loans repayable on demand and at maturity
On repurchase agreements

Net interest income

3 Operating expenses 2009
€000

1,428

2008
€'000

1,403Operating expenses

4 Operating income 2009
€000

243
1,287

329
6

1,865

2008
€'000

195
1,359

449
37

2,040

Commission received
Managements fees
Dividends received
Other operating income
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Emro Finance Ireland Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

5 Profit on ordinary activities before taxation 2009
€000

3
47

45
266
10
73

2008
€000

8
22

54
256
9
73

Depreciation
Auditors' remuneration
Directors' remuneration:

Fees
Other emoluments
Pension contribution

Operating lease rentals

Emoluments paid to the directors during the year included the remuneration paid to the general manager
who also acts as an Executive Director.

6 Staff numbers and costs

The average number of persons employed by the Company during the year was 5 (2008: 5).

The aggregate payroll costs of these persons were as follows:

2009
€000

511
90

2008
€000

460
11

Wages and salaries (incl. employee benefits)
Social welfare costs

Wages and salaries paid to staff during the year included the remuneration paid to the general manager
who also acts as an Executive Director.

7 Taxation on profit on ordinary activities

Recognised in the income statement:

Current year
Adjustments for prior years: refund received in respect of 2007

Deferred tax

Tax expense/(credit)

Reconciliation of effective tax rate
Profit on ordinary activities before taxation 12,256 (34,095)

Income tax at the standard rate of corporation tax (12.5%)
Depreciation in excess of capital allowances
Non-deductible expenses
Under provided in prior years
Loss utilised
Foreign withholding tax deduction
Income tax withheld

2009
€'000

216
(2)

214
1,505

1,719

2008
€000

(662)
1

(661)
(3,206)

(3,867)

1

(1

,532

(1)
1
-

,505)
185
4

216

4,262
-

(21)
(1)
-

(370)
(3)

3,867
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Emro Finance Ireland Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

8 Trading income/(expenses) 2009
€000

(2,226)
7,999

(208)

5,565

2008
€'000

(105)
(27,055)

(446)
(359)

(27,965)

Interest payable on interest rate instruments
Net charge from financial instruments designated at fair value (note 9)
Fair value movement on derivative financial instruments
Foreign exchange gain/(loss)

Interest rate instruments include interest rate swaps and a credit default swap. Changes in fair value of
securities includes net charge from financial instruments designated at fair value and realised
profits/losses on sale of securities.

9 Net charge from financial instruments designated at fair value 2009
€000

480
7,118
401

7,999

2009
€000

4,509
4,952
(1,692)

7,769

2008
€'000

(2,490)
(12,058)
(12,507)

(27,055)

2008
€000

17,016
-
-

17,016

Net charge arising on:
Trade and other income
Debt securities in issue
Funds

10 Impairment charge for credit losses

Loans and advances to customers
Investment securities - AFS investments
IBNR loss on CDO portfolio
Reversal of prior year impairment

An impairment of €2.5m relates to assets contained in the AFS portfolio. The fair value for these assets
amounted to € 1.4m.

An impairment of €2m relates to a Private Equity investment which management believe has suffered a
permanent reduction in value.

An Incurred But Not Reported loss linked to the Company's CDO transactions contained in the Loans &
Receivables portfolio amounted to €4.9m.

A reversal of last year's impairment provision in relation to a number of defaulted assets contained in the
available-for-sale portfolio due to the long term recovery in value amounted to €1.7m.
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Emro Finance Ireland Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

11 Tangible assets Computer
equipment

€000

69
25

94

65
3

68

26

4

Motor
vehicles

€'000

35
-

35

35
-

35

-

Office
equipment

€000

14
-

14

14
-

14

-

Total

€000

118
25

143

114
3

117

26

4

Cost
At 31 December 2008
Additions during year

At 31 December 2009

Accumulated depreciation
At 31 December 2008
Charge for year

At 31 December 2009

Net book value
At 31 December 2009

At 31 December 2008

12 Financial assets

Investments

2009
€000

2008
€000

Available-for-sale investments
Debt securities at fair value:

listed
unlisted

Equity securities at fair value;
- listed

unlisted
Funds:

listed
unlisted

Defaulted securities:
listed
unlisted

113,046
18,498

3,191
965

2,436
5,431

3,920

147,487

71,258
33,070

-
437

104,765

83,409
117

2,674
1,300

2,659
5,702

1,564
-

97,425

72,182
31,329

13
80

103,604

Financial assets designated as fair value through profit or loss
Debt securities
Funds
Equity securities
Defaulted bonds

The investments included above represent investments in quoted and unquoted securities. The fair value of
the quoted securities are based on quoted prices In an active market.

The fair value of the unquoted securities are based on the last traded or available prices, or using internal
models with significant observable market parameters.
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Emro Finance Ireland Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

12 Financial assets - continued

Included within financial assets designated as available-for-sale investments are private equity
investments which are priced based on valuation techniques with unobservable parameters. The prices
are determined by reference to the most recent available financial information from the private equity
company. If these prices were stressed for sensitivity by 10% it would increase/decrease the value by
€0.6m, (2008: €0.8m).

As at 31 December 2009, the fair values and carrying values of financial assets redassified during the
prior year are €290,889,000 and €326,021,000 respectively (2008: €450,027,000 and €504,826,000
respectively).

The company has recognised the following gains, losses, income and expense in the income statements
in respect of redassified financial assets:

For the year
ended

31 December
2009
€000

489
10,268
(4,952)

For the year
ended

31 December
2008
€000

231
26,528

-

Fair value (loss)/profit
Interest income
Impairment

If the company had not redassified financial assets during the prior year, fair value losses recognised for
the year in profit or loss and profits recognised in the revaluation reserve in equity would have amounted
to €591,453 and €19,984,534 respectively. In addition, the company would have recognised interest
income of €11,028,857 if the company had not redassified out of the available for sale category into loans
and receivables.

2009 2008
€000 €000

The movement in the available for sale portfolio was as follows:

Opening balance
Gains/(losses) from changes in fair value
Additions
Impairment losses
Impairment write backs
Sales and redemption
Reclassifications
Other movements

Closing balance

97,425
12,849
43,424
(4,509)
1,692

(4,028)
-

634

147,487

663,714
(24,552)
89,239

(17,016)
-

(91,830)
(509,686)
(12,444)

97,425
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Emro Finance Ireland Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

12 Financial assets - continued 2009
€000

2008
€000

Allowance for impairment
Reconciliation of allowance account for losses on available for sale
investments as follows:

Balance at 1 January 2008
Provision for impairment
Impairment write backs
Exchange difference

At 31 December 2009

17,016
4,509
(1,692)

17,016

19,833 17,016

Reconciliation of allowance account for losses on loans and receivables as
follows:

Balance at 1 January 2008
Provision for impairment
Impairment write backs
Exchange difference

At 31 December 2009

4,952

4,952

13 Derivative financial instruments 2009
€'000

5,015
1,423

6,438

2008
€000

4,843
1,394

6,237

Interest rate swaps
Credit default swaps

Analysed as:

Non-current
Current 6,438 6,237

6,438 6,237

The group utilises derivative financial instruments for economic hedging purposes and to manage its
portfolio risk.

14 Trade and other receivables 2009
€000

186

2008
€000

213Other debtors
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Emro Finance Ireland Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

15 Cash and cash equivalents

Cash at bank
Demand deposits with banks

2009
€000

7,276

2008
€000

7,136

7,276 7,136

16 Loans and receivables 2009
€000

226,851
24,598
507,022
326,021

1,084,492

2008
€000

188,958
328,033
310,400
504,826

1,332,217

Customer loans and receivables
Bank loans and receivables
Group companies bonds
Reclassified bonds

Loans and receivables are shown net of any impairment. Impairment on loans and receivables for the
year is €4,952,000 (2008: nil). The Company has received guarantees by third parties and group
companies on customer loans and receivables for an amount of €101,768,000 (2008: € 37,609,000).

17 Trade and other payments 2009
€000

285,306
129,787
611,736
192,000

28
5,221

1,224,078

2008
€000

309,371
153,276
525,477
442,000

32
21,914

1,452,070

Loans from banks:
Group companies (a)
Non group companies (b)

Repurchase agreements
Private placement bond issued
Other creditors
Interest payable

(a) The loans from fellow group banking entities are repayable at maturity, unsecured, attract interest at
market rates and are denominated in Euro, Sterling and US Dollars.

(b) Third party loans are repayable at maturity, unsecured, attract interest at market rates and are
denominated in Euro, Sterling and US Dollars.

The average effective interest rate for repurchase agreements was 1.52% (2008: 4.63%) and for private
placements 2.53% (2008: 4.92%).
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Emro Finance Ireland Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

18 Share capital

Authorised
155 Ordinary shares of € 1,000

Allotted, called-up and fully paid
155Ordinary shares of € 1,000 155 155

2009
€'000

155

2008
€000

155

19 Provision for deferred tax 2009
€'000

(350)

(3,105)

(1,700)

(5,155)

(8,951)
1,605

686
1,505

(5,155)

2008
€000

(1,954)

(3,791)

(3,206)

(8,951)

(2,676)
722

(3,791)
(3,206)

(8,951)

Relating to available-for-sale investments
Relating to available-for-sale investments reclassified to loans and
receivables
Relating to financial assets designated fair value through profit or loss
Relating to losses carried forward for future year

Total provision for deferred tax

Movement of deferred taxation:

Balance as start of year
Relating to available available-for-sale investments
Relating to financial assets designated at fair value through profit or loss
Relating to available-for-sale investments reclassified to loans and
receivables
Relating to losses utilised/(carried forward) for future years

Balance at end of year

20 Financial risk management

Financial risk factors

Market risk
Market Risk is the risk that changes in credit spreads, interest rates, foreign exchange rates, equity prices
and other market prices will have an adverse impact on the Company's results. The level of market risk is
influenced by the volatility and liquidity in the markets in which financial instruments are traded.

Available- for- sale and financial assets designed at fair value through the Profit or Loss
The Company's available-for-sale and financial assets designed at fair value through the profit or loss
portfolios mainly comprises equities, debt securities, mutual funds and SICAVs. All positions of the
Company are marked to market and are monitored by management.

Trading book
The Company's trading book consists of interest rate swaps and one credit default swap. All positions of
the Company are marked to market and are monitored by management.
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Emro Finance Ireland Limited

NOTES TO THE FINANCIAL STATEMENTS - continued

20 Financial risk management - continued

Financial risk factors - continued

Market risk - continued

Loans and receivables book
The Company's loans & receivables book consists of loans, deposits, receivable credits and other debt
obligations. All positions of the Company are monitored by management.

The financial instruments are disclosed in Notes 12, 13 and 17 respectively.

The Company, as part of Banca Popolare dell'Emilia Romagna S.C. group, uses conventional risk
measures and internal mathematical and statistical measures, specifically Value at Risk (VaR), to manage
its market risk positions both in and outside the trading portfolio on a daily basis. Risk control activities for
all subsidiaries are centralised within the parent company and are carried out by a dedicated Risk
Monitoring team. Periodic information for top management, the functional departments concerned and for
all the subsidiaries is assured through the distribution of a specific set of daily, monthly and quarterly
reports.

VaR represents the estimated maximum potential loss, determined based on probabilities, that may be
suffered by the aggregate concerned over a given time horizon (depending on the degree of liquidity of
the portfolio) at a pre-determined level of probability (consistent with the Company's degree of risk
aversion).

The methodology used to calculate the VaR belongs to the "variance-covariance" class of model (which
approximates the level of risk inherent in the aggregates analysed, as long as the transactions with a non-
linear pay-off comprise only a minimal part of the portfolio), whereby the overall risk depends on the
sensitivity of each position to changes in market factors, the volatility of their yields and the degree of
correlation between them.

The methodologies used to monitor market risk also include an analysis of sensitivity based on parallel
shifts (deterministic approach) in the market rate curves. Currently, the daily calculation of VaR makes
reference to two distinct time horizons:

• an analysis is performed with a 10-day time horizon and a 99% confidence interval
• an analysis with a daily time horizon and a 99% confidence interval

Both analysis's are used to monitor the dynamics of market risk in relation to the Company's portfolio and
to provide a consistent dataset to recognise profits and losses for this aggregate. This model is only used
for internal management purposes and is not involved in the calculation of the capital adequacy
requirements of the Parent Company regarding market risk.

The VaR of the Company determined over the time horizons referred to above is set out below in relation
to the rate risk associated with the investment portfolios as of 31 December 2009 (amounts in € '000).

The table also shows the Company VaR of the investment portfolios given a parallel shift of +/- 100 basis
points (sensitivity analysis).
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