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Pro-forma reclassified financial statements  
and reconciliation statements  
 
 
 
Notes to the statements  
 
 
The mandatory financial statements prepared on the basis of Bank of Italy Circular No. 262 of 
22nd December 2005 incorporate the balance sheet and income statement figures for the 
former Banca Lombarda e Piemontese from 1st April 2007, the date on which the merger took 
effect.  
 
Pro-forma reclassified financial statements have therefore been prepared which include the 
figures for the former BLP for the full financial year of 2007, as well as for the full twelve 
months of 2006 to allow an analysis of the performance of the Parent Bank in 2007 on a 
uniform basis.  
 
In this respect a pro-forma balance sheet for 2007 has also been presented which includes the 
effects of recognising the results for 12 months (instead of 9 months) of the former BLP.  
 
In compliance with IFRS 3, the cost of acquisition (at the date of acquisition itself, amounting 
to 4,1 billion) was recognised in both the pro-forma reclassified and the mandatory balance 
sheets by allocating it to the fair value of the assets and liabilities of the merged bank, while 
the remaining component was maintained within the item goodwill. This was the allocation of 
the merger difference that had been recognised temporarily in the interim financial statements 
for 2007 and replicated in the comparison periods for a uniform analysis.  
The assets and liabilities identified, taking account of the relative taxes, are: properties (more 
than 9 million), equity investments (which constitute the most significant assets with 3,5 
billion), medium to long term financial liabilities (-5 million); the remaining goodwill was 
quantified at 570 million1 and was tested for impairment immediately from 2007.  
 
The net impact of the purchase price allocation on the reclassified pro-forma income statement 
for the Parent Bank, not included in the interim financial statements, was positive by a little 
more than 1 million euro. It was allocated as follows: +1,8 million to net interest income, -115 
thousand euro to net impairment losses on property, plant and equipment and intangible 
assets, -655 thousand euro to taxes.  
 
The reclassified pro-forma balance sheet and income statement figures for the financial year 
2006 similarly incorporate the valuation and allocation of merger differences, as well as the 
effects of the PPA, in the same terms and in the same amount as performed for the financial 
statements for 2007.  
Furthermore, the income statement for 2006 (in line with that for 2007) incorporates the 
proposal to amend Art. 52 of the corporate by-laws concerning the destination of a share of net 
profit for staff pensions and social security, to be charged directly to staff expenses (+7,5 
million the impact on  staff costs for 2006 and +8 million for 2007)2.  
 
The following rules have been applied to the reclassified statements to allow a vision that is 
more consistent with a management accounting style:  
- the tax recoveries recognised under item 190 of the accounts (other operating income/expense) were 

reclassified as a reduction in indirect taxes included in other administrative expenses;  
- the item net impairment losses on property, plant and equipment and intangible assets includes 

items 170 and 180 in the mandatory accounts and the instalments relating to the depreciation of 

                                               
1  An analysis of the method adopted is contained in the Notes to the Accounts, Part G – Business combination 

transactions concerning companies or lines of business, which may be consulted.  
2 For further information see the Notes to the Accounts, Part A- Accounting Policies, Section 4, Other aspects.  
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costs incurred for improvements to third party assets classified under item 190 of the mandatory 
accounts;  

- integration costs include leaving incentive plan expenses, the write-off of hardware and software to be 
abandoned, consultancy, promotional expenses and training expenses recognised in the accounts 
under staff costs, net impairment losses on property, plant and equipment and intangible assets and 
other administrative expenses respectively.  

 
The reconciliation of the items in the reclassified accounts with the figures in the mandatory 
statements, prepared on the basis of Bank of Italy Circular No. 262 of 22nd December 2005, 
was performed, on the one hand, with the insertion in the margin against each item of the 
corresponding number of the item in the mandatory scheme and, on the other hand, with the 
preparation of specific reconciliation schedules.  
 
The comments on the performance of the main balance sheet and income statement items 
have been made on the basis of the pro-forma reclassified statements and the related tables 
contained in the subsequent sections of this report have also been prepared on that same 
basis.  
 
In order to facilitate analysis of the Bank’s performance, and in compliance with CONSOB 
Communication N0. DEM/6064293 of 28th July 2006, a special statement has been included 
in the reclassified financial statements which shows the impact on earnings of the principal 
non recurring items, (which do not have significant impacts on capital and cash flow), which 
are as follows3:  

financial year 2007  
- integration costs resulting from the merger transaction (including the costs of writing-off software and 

hardware currently being abandoned);  
- reform of supplementary pensions;  
- provision charge for the HRS-Help Rental Service Srl guarantee, an endowment to the Marches 

Foundation and the non recoverability of the prior year tax losses of the former BLP relating to the 
first quarter of 2007;  

- the capital gain on the Borsa Italiana share exchange;  
- tax adjustments for the 2008 Finance Act.  

financial year 2006  
- the earn-out received on the investment in the asset management company Pramerica by the former 

BPU Banca;  
- write-back based on an updated valuation of the subsidiary Banca Regionale Europea and gain on the 

disposal of Cassa di Risparmio di Tortona (which was then merged into BRE);  
- disposal of the interest  held in Banca Italease;  
- change in the tax treatment for the put option on Banca Regionale Europea;  
- integration expenses incurred by the former Banca Lombarda and recognised in the income statement 

in the fourth quarter of 2006.  
 
 
 
 
 
 
 
 
 
 
                                               
3 In order to refine accounting practices and processes a new method has been formulated for the definition of non 

recurring items in this first Annual Report of UBI Banca. They are now selected on the basis of them reaching a 
certain percentage threshold of pre-tax profit (the significance of a single event, as well as a general assessment of 
excluded items after the procedure). This led to a partial revision of items previously identified both with regard to 
2007 and to the preceding twelve month comparison period.  
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Pro-forma reclassified 
statements

ASSETS
10. Cash and cash equivalents 66.812 63.203 3.609 5,7%

20. Financial assets held for trading 2.753.772 4.095.916 -1.342.144 -32,8%

30. Financial assets at fair value 981.148 3.307.107 -2.325.959 -70,3%

40. Available-for-sale financial assets 2.060.909 1.292.464 768.445 59,5%

50. Held-to-maturity financial assets 1.244.574 1.247.629 -3.055 -0,2%

60. Loans to banks 19.920.668 15.827.687 4.092.981 25,9%

70. Loans to customers 10.054.679 6.542.346 3.512.333 53,7%

80. Hedging derivatives 48.975 60.591 -11.616 -19,2%

100. Equity investments 11.606.918 11.367.387       239.531 2,1%

110. Property, plant and equipment 678.205 719.446            -41.241 -5,7%

120. Intangible assets 588.673 619.528            -30.855 -5,0%

of which: goodwill 569.694 569.694            -                       -                    

130. Tax assets 528.085 365.880            162.205 44,3%

140. Non current assets and disposal groups held for sale 43.866 14.792              29.074 196,6%

150. Other assets 1.404.609 1.014.074         390.535 38,5%

Total assets 51.981.893 46.538.050 5.443.843 11,7%

LIABILITIES AND SHAREHOLDERS’ EQUITY
10. Due to banks 20.973.930 19.089.852 1.884.078 9,9%

20. Due to customers 2.404.113 1.379.837 1.024.276 74,2%

30. Securities in issue 14.657.253 12.701.536 1.955.717 15,4%

40. Financial liabilities held for trading 842.341 801.202 41.139 5,1%

60. Hedging derivatives 54.001 36.688 17.313 47,2%

80. Tax liabilities 606.326 539.364 66.962 12,4%

100. Other liabilities 1.421.759 1.219.831 201.928 16,6%

110. Staff severance provision 51.037 62.942 -11.905 -18,9%

120. Provisions for liabilities and charges: 8.993 16.606 -7.613 -45,8%

a) pension and similar obligations -                       -                       -                     -                   

b) other provisions 8.993 16.606 -7.613 -45,8%
130.+160.
+170.+180. Share capital, issue premiums and reserves 10.141.731 9.929.469 212.262 2,1%

200. Profit for the year 820.409 760.723 59.686 7,8%

Total liabilities and shareholders’ equity 51.981.893 46.538.050 5.443.843 11,7%

Reclassified balance sheet 

31.12.2007
pro-forma

A

31.12.2006
pro-forma

BFigures in thousands of euro

Changes     
A/B

% change 
A/B
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10.-20. Net interest income (195.803) (126.394) (69.409) 54,9%

70. Dividend and similar income 972.298 754.214 218.084 28,9% 

40.-50. Net commission income 19.181 (631) 19.812 n.s.

80.+90.+
100.+110.

Net profit (loss) from trading, hedging and disposal/repurchase activities and from 
assets/liabilities at fair value 64.015 137.930 (73.915) (53,6%) 

190. Other net operating income/(expense) 305.474 338.683 (33.209) (9,8%) 

Operating income 1.165.165 1.103.802 61.363 5,6% 

150.a Staff costs (228.151) (241.570) 13.419 (5,6%) 

150.b Other administrative expenses (192.062) (202.776) 10.714 (5,3%) 

170.+180. Net impairment losses on property, plant and equipment and intangible assets (68.838) (70.079) 1.241 (1,8%) 

Operating costs (489.051) (514.425) (25.374) (4,9%) 

Net operating income 676.114 589.377 86.737 14,7% 

130.a Net impairment losses on loans (1.192) (697) (495) 71,0% 

130.b
+c+d Net impairment losses on other assets and liabilities

(5.927) (2.882) (3.045) 105,7% 

160. Net provisions for liabilities and charges (3.742) (8.945) 5.203 (58,2%) 

210.+240. Profit (loss) from disposal of equity investments (44) 115.401 (115.445) n.s.

Profit (loss) on continuing operations before tax 665.209 692.254 (27.045) (3,9%) 

290. Taxes on income for the year for continuing operations 222.014 68.559 153.455 223,8% 

Integration costs (66.736) -                     - 100,0% 

of which: staff costs (52.019) -                       - 100,0% 

other administrative expenses (24.779) -                       - 100,0% 
net impairment losses on property, plant and equipment and intangible assets (26.854) -                       - 100,0% 

taxes 36.916 -                       - 100,0% 

280. Profit (loss) of non current assets held for sale and discontinued operations net of taxes
(78)  (90) 12 (13,3%) 

Profit for the year 820.409 760.723 59.686 7,8% 

Reclassified income statement

31.12.2006
pro-forma

31.12.2007
pro-forma

Figures in thousands of euro

Changes % change
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4th Quarter 3rd Quarter 2nd Quarter 1st Quarter    
pro-forma

4th Quarter 3rd Quarter 2nd Quarter 1st Quarter

10.-20. Net interest income (56.604) (48.863) (46.725) (43.611) (39.292) (31.643) (33.474) (21.985) 

70. Dividend and similar income 1.285 195 942.921 27.897 2.105 23.809 715.541 12.759 

40.-50. Net commission income 5.247 5.860 3.725 4.349 (1.162) (484) 163 852 

80.+90.+
100.+110.

Net profit (loss) from trading, hedging and disposal/repurchase activities and from 
assets/liabilities at fair value 26.247 (5.006) 24.505 18.269 31.104 22.031 (8.278) 93.073 

190. Other net operating income/(expense) 48.298 85.941 85.010 86.225 97.201 79.122 79.010 83.350 

Operating income 24.473 38.127 1.009.436 93.129 89.956 92.835 752.962 168.049 

150.a Staff costs (37.246) (61.995) (61.355) (67.555) (65.720) (57.935) (62.173) (55.742) 

150.b Other administrative expenses (55.378) (43.823) (47.299) (45.562) (69.478) (42.707) (47.345) (43.246) 

170.+180. Net impairment losses on property, plant and equipment and intangible assets (13.908) (18.539) (19.100) (17.291) (22.021) (17.854) (15.742) (14.462) 

Operating costs (106.532) (124.357) (127.754) (130.408) (157.219) (118.496) (125.260) (113.450) 

Net operating income (82.059) (86.230) 881.682 (37.279) (67.263) (25.661) 627.702 54.599 

130.a Net impairment losses on loans (1.496) 262 3 39 (785) 30 (27) 85 

130.b�+c+d Net impairment losses on other assets and liabilities 507 (6.412) (12) (10) (1.946) (764) 39 (211) 

160. Net provisions for liabilities and charges (1.616) (751) (685) (690) (1.974) (2.519) (3.288) (1.164) 

210.+240. Profit (loss) from disposal of equity investments 174 (77) (131) (10) 65.057 21.773 14.564 14.007 

Profit (loss) on continuing operations before tax (84.490) (93.208) 880.857 (37.950) (6.911) (7.141) 638.990 67.316 

290. Taxes on income for the year for continuing operations 173.481 24.273 3.677 20.583 26.012 13.556 30.213 (1.222) 

Integration costs (15.121) (2.385) (49.230) -                     -                     -                     -                     -                     

280. Profit (loss) of non current assets held for sale and discontinued operations net of taxes (54) (24) -                     -                     (90) -                     -                     -                     

Profit for the year 73.816 (71.344) 835.304 (17.367) 19.011 6.415 669.203 66.094 

Reclassified quarterly income statements

2007

Figures in thousands of euro

2006
pro-forma
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Figures in thousands of euro

Leaving 
incentives

Other costs and 
IT system write-

offs

Supplementary 
pension reform 

effect

HRS guarantee 
provision, 
Marches 

Foundation 
endowment,  

former BL 1st 
Qtr. 2007 tax 

loss

Borsa Italiana 
Capital Gain

Tax adjustments 
pursuant to 2008

Finance Act

SGR Pramerica 
earn-out , 

write-back to 
value of  BRE, 

gain on CR 
Tortona

Disposal of 
interest in 

Banca 
Italease

Change in 
tax 

treatment of 
BRE option 

and 
integration 
expenses

Net interest income (195.803) (195.803) (126.394) (126.394) 69.409 54,9% 

Dividend and similar income 972.298 972.298 754.214 754.214 218.084 28,9% 

Net commission income 19.181 19.181 (631) (631) 19.812 n.s.

Net profit (loss) from trading, hedging and disposal/repurchase activities and from 
assets/liabilities at fair value 64.015 (20.239) 43.776 137.930 (57.975) 79.955 (36.179) (45,2%) 

Other net operating income/(expense) 305.474 6.645 312.119 338.683 (11.600) 327.083 (14.964) (4,6%) 

Operating income 1.165.165 -                      -                      -                      6.645  (20.239) -                      1.151.571 1.103.802 -                   (57.975) (11.600) 1.034.227 117.344 11,3% 

Staff costs (228.151) (5.499) (233.650) (241.570) (241.570) (7.920) (3,3%) 

Other administrative expenses (192.062) (192.062) (202.776) 15.300 (187.476) 4.586 2,4% 
Net impairment losses on property, plant and equipment and intangible 
assets (68.838) (68.838) (70.079) (70.079) (1.241) (1,8%) 

Operating costs (489.051) -                      -                      (5.499) -                      -                  -                      (494.550) (514.425) -                   -                15.300      (499.125) (4.575) (0,9%) 

Net operating income 676.114 -                      -                      (5.499) 6.645 (20.239) -                      657.021 589.377 -                   (57.975) 3.700 535.102 121.919 22,8% 

Net impairment losses on loans (1.192) (1.192) (697) (697) 495 71,0% 

Net impairment losses on other assets/liabilities
(5.927) 5.575 (352) (2.882) (2.882) (2.530) (87,8%) 

Net provisions for liabilities and charges (3.742) (3.742) (8.945) (8.945) (5.203) (58,2%) 

Profit/loss on disposal of equity investments (44) (44) 115.401 (116.013) (612) (568) (92,8%) 

Profit (loss) on continuing operations before tax 665.209 -                      -                      (5.499) 12.220 (20.239) -                      651.691 692.254 (116.013) (57.975) 3.700 521.966 129.725 24,9% 

Taxes on income for the year for continuing operations 222.014 1.815 5.222 1.069 (142.318) 87.802 68.559 10.858 1.722 (5.852) 75.287 12.515 16,6% 

Integration costs (66.736) 33.705 33.031 -                      -                     -                  -                   -                   

of which: staff costs (52.019) 50.306 1.713 -                      -                     -                  -                   -                   

other administrative expenses (24.779) 24.779 -                      -                     -                  -                   -                   
net impairment losses on property, plant and equipment and intangible 
assets (26.854) 26.854 -                      -                     -                  -                   -                   

taxes 36.916 (16.601) (20.315) -                      -                     -                  -                   -                   

Profit (loss) of non current assets net of taxes (78) (78)  (90) -                  (90) (12) (13,3%) 

Profit for the year 820.409 33.705 33.031 (3.684) 17.442 (19.170) (142.318) 739.415 760.723 (105.155) (56.253) (2.152) 597.163 142.252 23,8% 

ROE 8,1% 7,3% 7,7% 6,0% 

Cost / Income ratio 42,0% 42,9% 46,6% 48,3% 

non recurring items

Integration costs

Reclassified income statement net of the most significant non recurring items

non recurring items

% Changes
31.12.2007 pf 
/31.12.2006 

pf
net of non 

recurring items

31.12.2007
pro-forma

31.12.2007
pro-forma
net of non 

recurring items

31.12.2006
pro-forma

31.12.2006
pro-forma 
net of non 
recurring 

items

Changes
31.12.2007 pf
/31.12.2006 

pf
net of non 

recurring items
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Reconciliation statements

Reclassified income statement as at 31st December 2007

 RECLASSIFIED INCOME STATEMENT 
31st 

December 
2007

31st 
December 
2007 pro-

forma

 Figures in thousands of euro 

mandatory 
individual 
company 

statements

1st Qtr. 
2007 Banca 
Lombarda e 
Piemontese

PPA effect 
1st Qtr. 

2007

integration 
costs

tax 
recoveries

Deprec. for 
improvement
s to leased 

assets

reclassified 
accounts

10.-20. Net interest income (184.186) (12.073) 456 (195.803) 

70. Dividend and similar income 972.115 183 -                 972.298 

40.-50. Net commission income 17.840 1.341 -                 19.181 

80.+90.+
100.+110.

Net profit (loss) from trading, hedging and disposal/repurchase activities and from 
assets/liabilities at fair value 50.889 13.126 -                 64.015 

190. Other net operating income/(expense) 297.557 8.058 -                 (370) 229 305.474 

Operating income 1.154.215 10.635 456 -                 (370) 229 1.165.165 

150.a Staff costs (268.712) (11.458) -                 52.019 (228.151) 

150.b Other administrative expenses (207.621) (9.590) -                 24.779 370 (192.062) 

170.+180. Net impairment losses on property, plant and equipment and intangible ass (94.983) (452) (28) 26.854 (229) (68.838) 

Operating costs (571.316) (21.500) (28) 103.652 370 (229) (489.051) 

Net operating income 582.899 (10.865) 428 103.652 -                 -                 676.114 

130.a Net impairment losses on loans (1.208) 16 -                 (1.192) 

130.b+c+d Net impairment losses on other assets and liabilities (5.927) -                 -                 (5.927) 

160. Net provisions for liabilities and charges (3.732) (10) -                 (3.742) 

210.+240. Profit (loss) from disposal of equity investments (22) (22) -                 (44) 

Profit (loss) on continuing operations before tax 572.010 (10.881) 428 103.652 -                 -                 665.209 

290. Taxes on income for the year for continuing operations 255.849 3.244 (163) (36.916) 222.014 

Integration costs -                   -                 -                 (66.736) (66.736) 

280. Profit (loss) of non current assets held for sale and discontinued operations net of tax (78) -                 -                 (78) 

Profit for the year 827.781 (7.637) 265 -                 -                 -                 820.409 

 Items 

reclassificationspro-forma effect

 
 
Reclassified income statement as at 31st December 2006

 RECLASSIFIED INCOME STATEMENT 
31st 

December 
2006

31st 
December 
2006 pro-

forma

 Figures in thousands of euro 

mandatory 
individual 
company 

statements

2006 Banca 
Lombarda e 
Piemontese

PPA effect 
2006

Proposal to 
amend Art. 

52 of 
Corporate By-

Laws

tax 
recoveries

Deprec. for 
improvement
s to leased 

assets

reclassified 
accounts

10.-20. Net interest income (86.045) (42.177) 1.828 (126.394) 

70. Dividend and similar income 509.395 244.819 754.214 

40.-50. Net commission income (5.236) 4.605 (631) 

80.+90.+
100.+110.

Net profit (loss) from trading, hedging and disposal/repurchase activities and from 
assets/liabilities at fair value 86.651 51.279 137.930 

190. Other net operating income/(expense) 294.321 44.624 (491) 229 338.683 

Operating income 799.086 303.150 1.828 -                 (491) 229 1.103.802 

150.a Staff costs (191.535) (42.521) (7.514) (241.570) 

150.b Other administrative expenses (148.515) (54.752) 491 (202.776) 

170.+180. Net impairment losses on property, plant and equipment and intangible ass (67.776) (1.959) (115) (229) (70.079) 

Operating costs (407.826) (99.232) (115) (7.514) 491 (229) (514.425) 

Net operating income 391.260 203.918 1.713 (7.514) -                 -                 589.377 

130.a Net impairment losses on loans (448) (249) (697) 

130.b+c+d Net impairment losses on other assets and liabilities (93) (2.789) (2.882) 

160. Net provisions for liabilities and charges (3.158) (5.787) (8.945) 

210.+240. Profit (loss) from disposal of equity investments 57.140 58.261 115.401 

Profit (loss) on continuing operations before tax 444.701 253.354 1.713 (7.514) -                 -                 692.254 

290. Taxes on income for the year for continuing operations 52.286 16.928 (655) 68.559 

280. Profit (loss) of non current assets held for sale and discontinued operations net of tax -                   (90) (90) 

Profit for the year 496.987 270.192 1.058 (7.514) -                 -                 760.723 

 Items 

reclassificationspro-forma effect
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The birth of UBI Banca  
 
 
 
While it has already been reported in detail in previous financial reports (2006 Annual Report, 
2007 Quarterly Report to 31st March 2007 and Half Year Report to 30th June 2007), the main 
steps which led to the birth of UBI Banca on 1st April 2007 are as follows:  
 
a) 13th November 2006: the Boards of Directors of Banche Popolari Unite Scpa and BPU 

Banca and Banca Lombarda e Piemontese S.p.A. (for which the members of the 
shareholders’ pact – 305 shareholders – had already unanimously passed a resolution in 
favour) approved a Memorandum of Intent concerning the project to merge Banca 
Lombarda into BPU Banca in order to create a new banking Group;  

b) 12th December 2006: the due diligence investigations stipulated in the Memorandum of 
Intent signed on 13th November were concluded positively and the Boards of directors of 
both the banks unanimously approved the merger project, confirming the share exchange 
ratio of 0,83 BPU Banca shares for each Banca Lombarda share;  

c) 3rd March 2007: on the basis of the authorisation issued by the Bank of Italy on 26th  
January, Extraordinary General Meetings of BPU Banca and of Banca Lombarda e 
Piemontese approved the project to unite the respective Groups with very large majorities. 
In the extraordinary session of the General Meeting, the shareholders of BPU Banca 
resolved, amongst other things, to increase the share capital for the purposes of the share 
exchange, to change its name to “Unione di Banche Italiane Scpa” and to adopt a new text 
for the Corporate By-Laws with a new ‘dualistic’ type system of administration and control, 
while in the ordinary session it appointed the first Supervisory Board of UBI Banca for the 
period 2007-2009, setting the relative remuneration and appointing Gino Trombi to the 
post of Chairman and Giuseppe Calvi as  Senior Deputy Chairman;  

d) 28th March 2007: the deed for the merger of Banca Lombarda e Piemontese Spa into 
Banche Popolari Unite Scpa was signed, while it was deposited with the Company 
Registrars of Bergamo and Brescia on the following 29th March and registered on the same 
date with legal effect from 1st April.  

e) 2nd April 2007: the Supervisory Board elected by the General Meeting of the Shareholders of 
3rd March met for the first time. It proceeded to form, from among its members, the 
committees provided for under the Corporate By-Laws, to appoint the Deputy Chairmen, to 
determine the remuneration of its members assigned specific duties, powers or functions, 
to appoint the members of the Management Board and to nominate the relative Chairman 
and Deputy Chairman Emilio Zanetti and Corrado Faissola respectively and to propose 
Giampiero Auletta Armenise as the Chief Executive Officer. On that same day the 
Management Board appointed by the Supervisory Board also met for the first time. It 
confirmed the official appointments of the Chief Executive Officer, the General Manager and 
the Joint General Manager and selected and appointed the Deputy General Managers to the 
principal macro areas of responsibility;  

f) 13th April 2007: the Antitrust Authority concluded its investigation, commenced on 6th 
February, and communicated its conditional authorisation for the merger of Banca 
Lombarda e Piemontese into BPU Banca, accepting the commitments made by the two 
parties and rendering them binding. In particular, the new UBI Banca Group was required 
to dispose of a sufficient number of branches in the provinces of Brescia and Bergamo to 
bring its local market share below the threshold of 35 percent, with the obligation to sign 
contracts for their sale to independent non shareholder third parties and to sell them 
within 10 months of the date of the Antitrust decision. The Antitrust Authority also placed 
constraints on UBI Banca designed to prevent the structural ties between it and the Intesa 
Sanpaolo Group from determining a real and concrete risk of reducing the competition 
between the two banking Groups;  

g) 5th May 2007: Ordinary General Meetings of UBI Banca passed resolutions to:  

- approve the annual reports for the year ended 31st December 2006 of BPU Banca Scpa 
and Banca Lombarda e Piemontese Spa;  
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- approve a unit dividend per share of 0,80 euro for each of the outstanding shares of UBI 
Banca, including those issued at the service of the merger;  

- renew the Management Board’s mandate to purchase and sell own shares;  
- extend the appointment of the independent auditors KPMG to audit the annual accounts 

and to perform limited audits of the half year reports to the three year period 2007-2011;  
- to appoint Giovanni Bazoli and Alberto Folonari to the Supervisory Board to replace the 

two resigning members Franco Polotti and Pierfrancesco Rampinelli Rota;  

h) 22nd May 2007: communication was given of the full subscription of the options on the 29 
UBI Banca shares for which the right of withdrawal had been exercised by a shareholder of 
Banca Lombarda e Piemontese Spa (for a total of 35 former Banca Lombarda shares).  

 
 
 

UBI Banca 
 
 
UBI Banca Scpa has maintained its characteristics as a co-operative bank listed on the stock 
exchange, the parent of the banking group of the same name, with a federal,  polyfunctional 
and integrated organisational model and market focused product range.  
Within this organisation, the federated network banks – each focused on their own 
geographical areas where they benefit from strong roots in local communities and are 
responsible for business with their customers – operate with the assistance and support of 
product companies and of a Parent Bank with duties of management, co-ordination and 
control.  
 
As the Parent Bank, UBI Banca performs the functions of strategic policy-making (formulating 
the business plan common to the Group as a whole), of supervising business functions (by 
supporting and co-ordinating the commercial activities of the network banks and product 
companies), monitoring risks and providing centralised services (either directly or through 
subsidiaries).  
 
With regard to governance, UBI Banca chose to adopt a dualistic system, with full respect for 
the prerogatives and specific characteristics of the two corporate bodies which hold distinct 
responsibilities for supervision and management.  
 
As part of the implementation of the “2007 Industrial Integration Plan”, UBI Banca 
contributed, with effect from 1st  October 2007, the following business assets to UBI Sistemi e 
Servizi Spa: information technology, administrative services (back office activities with the 
exclusion of those relating to depository banking and institutional customers), operational 
logistics, property management, purchasing and application software organisation.  
Pierangelo Rigamonti and Ennio Sonnino assumed the roles of Chairman and Chief Executive 
Officer of UBI Sistemi e Servizi Spa respectively and maintained their positions as deputy 
general managers at UBI Banca.  
 
As can be seen from organisation chart of UBI Banca resulting after that operation the 
organisational structure of the Parent Bank consists of the following:  
Á Macro Areas with the task of supervising and managing Areas and Services, guaranteeing 

co-ordination between them in order to meet set objectives;  
Á Areas with the task of:  

- governing and controlling the organisational units under them;  
- co-ordinating the staff belonging to the Area;  
- managing everyday business for which they are responsible;  

Á Services, which report to Macro Areas or Areas with the task of:  
- performing the activities for which they are responsible to ensure set objectives are 

achieved;  
- guaranteeing the proper functioning and performance of the units which report to them.  
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Á Functions, with the task of performing the operations for which they are directly 
responsible, following directives given by the Areas and/or Services to which they belong.  

 
There are also staff  units with the task of supporting the Chief Executive Officer, the General 
Manager and/or the Joint General Manager and the Chiefs of Macro-areas, Areas or Services 
in the management of specific sectors of activities.  
 
Finally the role of supervising the functioning of the Internal System of Control in accordance 
with article 43 bis of the Corporate By-Laws and the role of “Senior executive officer 
responsible for preparing the company accounting documents under Art. 154 bis of Legislative 
Decree No. 58/1998 (consolidated law on finance) was assigned to Elisabetta Stegher.  
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Human resources  
 
 
 
As at 31st December 2007 the employees of UBI Banca numbered 2.290, a reduction compared 
to 2.451 at the end of 2006 reconstructed on a uniform basis to take account of the staff of the 
former Banca Lombarda e Piemontese Spa merged on 1st April 2007. The reduction by 161 
persons was the result of 57 appointments (26 relating to intragroup transfers) and 218 staff 
leaving consisting of 74 under early retirement schemes, 23 applying to the “Solidarity Fund” 
and 41 due to intragroup transfers.  
 
In terms of staff actually working for the Parent Bank – the “work force” calculated by 
adjusting the numbers of employees to take account of staff on secondment from and to other 
Group member companies as well as temporary agency staff – there was a much more 
significant reduction, amounting to 1.476, due in large part to the new organisational 
structure of Group resulting from the presence of UBI Sistemi e Servizi to which the IT and 
organisation activities of the former BPU Banca were transferred.  
 
 

31.12.2007 31.12.2006 
pro-forma Change

Employees of UBI Banca 2.290 2.451 -161 
Staff on secondment at other Group member companies -1.174 -111 -1.063 
Staff on secondment from other Group member companies 339 528 -189 
Total employees in service at UBI Banca 1.455 2.868 -1.413 
TEMPORARY AGENCY STAFF 36 99 -63 

TOTAL WORK FORCE 1.491 2.967 -1.476 

Composition of personnel by "work force"

 
 
 
As can be seen from the table which gives the composition of the workforce, at the end of year 
1.174 staff were on secondment to other Group member companies, more than 90% (for a 
total of 1.072) consisting of personnel on secondment to UBI Sistemi e Servizi (UBI.S). In this 
respect trade union agreements relating to the business assets transferred from UBI Banca 
and UBI Sistemi e Servizi were concluded and on the basis of these and given the  complexity 
of the organisational redundancy processes and how quickly the capital contribution was 
implemented, non executive personnel remained as employees of UBI Banca and at the same 
time were placed on temporary secondment at UBI.S until 31st December 2010, while the 
employment contracts of the staff concerned will in any case be transferred to UBI.S from 1st 
January 2011. 
 
As can be seen from the table which gives the composition of personnel by level, the quantity 
of the secondments resulted in a significant change in the composition of staff in service at 
UBI Banca, which now consists of a higher percentage of senior managers and third and 
fourth level middle managers.  
 
 
Composition of personnel by management level

31.12.2007 % 31.12.2006 
pro-forma %

Senior managers 140 9,6% 165 5,7% 
Middle managers 3rd and 4th level 379 26,0% 567 19,8% 
Middle managers 1st and 2nd level 283 19,5% 561 19,6% 
3rd and 4th Professional Area (office staff) 637 43,8% 1.478 51,5% 
1st and 2nd Professional Area (other personnel) 16 1,1% 97 3,4% 

TOTAL EMPLOYEES IN SERVICE AT UBI BANCA 1.455 100,0% 2.868 100,0% 
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As at 31st December 2007 the average age of employees at UBI Banca was 41 years and 8 
months (41 years and 5 months in December 2006), while the average length of service was 14 
years  (13 years and 8 months in 2006).  
 
The percentage of female personnel was 33%, the same as for the Group and almost one 
percentage point higher than at the end of 2006.  
 
As concerns relations with trade union organisations – summarised in the relative section of 
the Consolidated management report, which may be consulted – a memorandum of intent was 
signed with trade unions on 14th August 2007 concerning the implementation of the Industrial 
Plan which also governed the secondment of UBI Banca personnel at UBI.S already 
mentioned.  
 

*   *   * 
 
With regard to training, the integration of human resources as well as the relative distribution  
between operating centres are activities co-ordinated at Group level and they are dealt with in 
the relative sub-sections of the section “Human Resources” in the consolidated management 
report which may be consulted.  
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The macroeconomic scenario  
 
 
 
Information on the context in which UBI Banca operated during the year is provided in the 
section “The macroeconomic scenario” of the report on consolidated operations.  
 
 
 

Operations  
 
 
 
The balance sheet figures commented on are based on the pro-forma reclassified statements which take 
account of the aggregates for the former Banca Lombarda e Piemontese to reconstruct the comparison 
figures as at 31st December 2006.  
In order to provide consistent and uniform information, the tables furnishing details have also been 
reclassified in the same manner.  
 
 
Funding  
 
 
Direct funding from customers, consisting of liability item 20 “due to customers” and liability 
item 30 “securities in issue”, had exceeded 17 billion euro at the end of the year, an increase 
of 3 billion (+21,2%) compared to 14 billion at the end of 2006.  
 
Direct funding from customers

Figures in thousands of euro absolute %

Due to customers 2.404.113 14,1% 1.379.837 9,8% 1.024.276 74,2% 

Securities in issue 14.657.253 85,9% 12.701.536 90,2% 1.955.717 15,4% 

of which: EMTN (*) 13.470.457 79,0% 11.648.400 82,7% 1.822.057 15,6% 

TOTAL DIRECT FUNDING 17.061.366 100,0% 14.081.373 100,0% 2.979.993 21,2% 
of which:
- intragroup (bonds subscribed by banks in the 
Group) 169.945 1,0% 294.441 2,1% -124.496 -42,3% 
- subordinated liabilities 3.302.878 19,4% 3.646.299 25,9% -343.421 -9,4% 

- subordinated deposits (**) 444.550 2,6% 447.131 3,2% -2.581 -0,6% 
- subordinated securities (***) 2.858.328 16,8% 3.199.168 22,7% -340.840 -10,7% 

of which: EMTN (*) 2.239.635 13,1% 2.529.378 18,0% -289.743 -11,5% 

Changes31.12.2007 Incidence
%

31.12.2006 
pro-forma

Incidence 
%

 
 
(*) The corresponding nominal values amounted to 13.378 million euro (of which 2.200 million subordinated) as at 31st 

December 2007 and to 11.598 million (of which 2.490 million subordinated) as at 31st December 2006.  
(**)  The figure refers to deposits made by BPB Funding LLC for a nominal amount of 300 million and by BPCI Funding 

LLC for a nominal amount of 115,001 million.  
(***) Subordinated securities included a bond subscribed by Banca Lombarda Preferred Capital Co Llc for a nominal 

amount of 155 million euro.  
 
As can be seen from table, to the extent that for all effects and purposes, UBI Banca performs 
its banking activities through three operating branches, given its functions as centralised 
manager of liquidity for the Group, its main source of funding from customers is from 
securities and in particular from bond issues placed with institutional counterparties, to 
which more than 60% of the growth in the aggregate over the twelve month period is 
attributable.  
 
As at 31st December 2007 securities in issue, consisting entirely of bonds, had risen to 14,7 
million euro (+15,4%), accounting for 85,9% of total funding.  
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More than 1,8 billion of bond funding was provided by new issues on international markets 
performed as part of the EMTN programme (Euro Medium Term Notes).  
The stock of these securities in issue at the end of the year amounted to 13,5 billion (of which 
2,2 billion in subordinated form), where the maximum limit authorised by the London listing 
authority on 1st July 2007, is 15 billion euro1.  
 
Total new issues in 2007 were performed with a nominal value of 3.230 million, against 
maturities/redemptions of approximately 1.449 million (290 million relating to subordinated 
securities).  
 
More specifically, only two issues were made after 1st April, the date when the merger took 
effect, one in July for 750 million and one in August for 130 million.  
In fact after those operations, the liquidity crisis which hit markets caused the yield spreads 
requested to broaden significantly. Consequently UBI Banca suspended the issues 
programmed under the Industrial Plan for the second half of 2007 and for the first part of 
2008, although account was taken of the presence of some securities reaching maturity. In the 
meantime alternative forms of medium term funding were identified with significantly smaller 
spreads than those practiced on the EMTN market in recent months.  
Moreover, a three year programme of covered bond issues is being prepared for a total of 
approximately 9 billion euro which should start to roll out over the summer.  
 
All the EMTN securities are admitted for trading: the new UBI Banca issues and those 
originally issued by the former BPU Banca on the London stock exchange; those issued by the 
former Banca Lombarda e Piemontese on the Luxembourg stock exchange.  
 
Considered net of the institutional component consisting of the EMTN issues, at the end of 
year direct funding amounted to 3,6 billion euro compared to 2,4 billion in December 2006 
(+47,6%).  
 
Furthermore there was a partial change in the composition of funding in favour of the item 
due to customers, which increased during the twelve month period from 1,4 billion to 2,4 
billion.  
This development was basically attributable to current accounts and deposits relating to sums 
in the management accounts held by UBI Pramerica SGR with the Parent Bank since 1st 
January 2007, when the latter took over the role of depository bank for all the funds created 
by the asset management company.  
 
Details of the types of funding are given in the notes to the accounts (Part B, Section 2 of the 
liabilities, Table 2.1) and consisted at the end of 2007 of current accounts amounting to 1,5 
billion (more than 1,1 billion relating to UBI Pramerica), subordinated deposits amounting to 
445 million (in relation to the subordinated deposits of BPB Funding Llc and BPCI Funding 
Llc), “other payables” amounting to 342 million (including bankers’ drafts of more than 283 
million reclassified from the item “securities in issue” on the basis of Bank of Italy 
instructions), repurchase agreements amounting to 100 million and borrowings for financial 
leasing of 3,5 million.  
 
Finally indirect funding from ordinary customers amounted to 62 thousand euro at the end of 
the year, compared to 1,9 million a year before, consisting mainly of securities held in custody. 
Within the item, assets under management fell to 6 thousand euro from 21 thousand in the 
previous year.  
 
 

                                               
1 The programme currently in existence is the result, not only of the new issued made by UBI Banca, but also of 

bonds originally issued under the programmes of the former BPU Banca and of the former Banca Lombarda e 
Piemontese, with maximum limits of 10 billion and 6 billion respectively. Following the merger of Banca Lombarda e 
Piemontese into BPU Banca, the issuing programme of the merged bank was no longer renewed.  
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Lending  
 
 
Lending by the Parent Bank at the end of December had reached 10 billion euro, an increase 
of 53,7% compared to 6,5 billion at the end of 2006.  
 
Composition of loans to customers

Figures in thousands of euro absolute %

Current accounts 561.737 5,6% 1.459.542 22,3% -897.805 -61,5%
Reverse repurchase agreements 341.385        3,4% -                    -               341.385 100,0%

Mortgage loans and other medium to long term fina 668.904 6,6% 412.159 6,3% 256.745 62,3%
Credit cards, personal loans and salary backed 
loans -                    -               -                    -               -                   -            
Financial leasing -                    -               -                    -               -                   -            
Factoring -                    -               -                    -               -                   -            
Other transactions 8.402.639     83,6% 4.592.458     70,2% 3.810.181     83,0%
Debt securities 79.101 0,8% 76.914 1,2% 2.187 2,8%
Impaired assets 913 0,0% 1.273 0,0% -360 -28,3%
Assets transferred not derecognised -                    -             -                    -               -                   -            

TOTAL 10.054.679 100,00% 6.542.346 100,0% 3.512.333 53,7%

Changes
31.12.2007 Incidence 

%
31.12.2006 
pro-forma

Incidence 
%

 
 
As shown in table, growth in the item – attributable mainly to intragroup financing 
requirements – was concentrated in the item “other transactions” (+3,8 billion to 8,4 billion).  
As for other forms of lending, the performance of that item was attributable to lending which 
UBI Banca performs to Group member companies mainly operating in the leasing sector (2,9 
billion to BPU Esaleasing, 2,6 billion to SBS leasing, 1,4 billion to SILF) and the factoring 
sector (1,2 billion to CBI Factor).  
 
Mortgages – which grew by more than 60% on an annual basis to 669 million – included 612 
million of loans granted to the leasing companies.  
 
The ratio of lending to funding at the end of December had risen to 58,9% from 46,5% in the 
previous year, reflecting the different trends that had affected the two aggregates.  
This ratio also reflects the particular nature of the banking business performed by UBI Banca 
as the Parent Bank.  
 
Given the particular character of its lending, net non performing loans, down by 28% to 913 
thousand euro, amounted to a very negligible percentage of the total (0,009%).  
 
As concerns periodic reporting of large risks, at the end of 2007 UBI Banca had no positions 
exceeding 10% of the supervisory capital.  
 
Finally guarantees granted amounted to approximately 1,5 billion euro, more than twice the 
amount compared to the end of  2006, and were composed as follows:  
- financial guarantees of 766 million, consisting of 500,6 million on behalf of CBI Factor, 

123,4 million on behalf of  BPCI Funding Llc and 71,6 million on behalf of SBS leasing;  
- commercial guarantees amounting to 695 million, issued mainly on behalf of corporate 

customers.  
 
 
 
The interbank market  
 
 
At the end of the year the net interbank position of UBI Banca was again a debtor position of 
1,1 billion euro, an improvement compared to -3,3 billion at the end of 2006.  
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In detail, the table shows a net intragroup creditor position of 3,8 billion (compared to a 
creditor position of 2,4 billion in December 2006) against a general net debtor interbank 
position of approximately 4,9 billion (-5,7 billion at the end of 2006).  
 
As part of its role as the centralised manager of Group liquidity, the new cash flows generated 
during the year – from institutional funding on international markets (limited to the first eight 
months of the year), from intragroup funding and from disinvestment in capitalisation policies 
and in part of the trading portfolio – were channelled by UBI Banca to the banks and product 
companies of the Group (mainly operating in the leasing and factoring sectors)2 to support 
their lending business with customers.  
 
As can be seen from the table, loans to banks had increased by 4,1 billion at the end of 2007, 
attributable entirely to intragroup business. More specifically  5 billion  of the 18 billion 
existing consisted of securities including 3,7 billion allocated to assets transferred and not 
derecognised because they were used in relation to repurchase agreement business of network 
banks with their customers.  
 
Interbank market

Figures in thousands of euro
31.12.2007 31.12.2006

pro-forma

Loans to banks 19.920.668 15.827.687 4.092.981 25,9%
of which:

- intragroup 18.048.920 13.943.747 4.105.173 29,4%
of which: intragroup securities 4.996.506 3.272.787 1.723.719 52,7%

Due to banks 20.973.930 19.089.852 1.884.078 9,9%
of which: intragroup 14.219.010 11.499.089 2.719.921 23,7%

of which: subordinated deposits (*) 1.260.634 1.266.853 -6.219 -0,5%
Net interbank position -1.053.262 -3.262.165 -2.208.903 -67,7%

of which: intragroup 3.829.910 2.444.658 1.385.252 56,7%

Changes
 absolute         %

 
(*) The figure includes amounts maturing and relates to three subordinated deposits made by Banca Carime for 
a nominal value of 1.064 million euro and one by Banca Popolare di Ancona for a nominal value of 200 million 
euro.  
 
In parallel with this the interbank debt of UBI Banca, which increased by a total of 1,9 billion, 
recorded a marked change in composition in favour of the intragroup component, which rose 
by 2,7 billion, partly as a result of the new Group policy concerning repurchase agreement 
business with customers for which it is preferred to use intragroup securities as the 
underlying assets.  
 
The table “Principal capital items with subsidiaries subject to control, joint control and 
significant influence”, contained in Part H of the notes to the accounts, shows the net lender 
or the net borrower position of UBI Banca with regard to the banks in the Group.  
At the end of 2007 the net interbank position was that of a creditor to Banca 24-7 (4,1 billion), 
Centrobanca (3,6 billion), Banca Popolare Commercio e Industria (0,8 billion), Banco di San 
Giorgio (0,8 billion), Banca Regionale Europea (0,4 billion) and Banco di Brescia (0,3 billion).  
On the contrary the net interbank balance was negative with regard to Banca Carime (-4,4 
billion), Banca Popolare di Bergamo (-0,8 billion), UBI Banca International (-0,6 billion) and IW 
Bank (-0,3 billion).  
 
Finally an analysis of the impact of the liquidity crisis on markets and the measures employed 
to address it is given in the corresponding section in the consolidated report.  
 
 
 

                                               
2 See the previous section “Lending”.  
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Financial activities  
 
 
The financial assets of UBI Banca totalled 7 billion euro at the end of the year, a decrease of 
29,2% compared to 9,9 billion in December 2006.  
Net of financial liabilities held for trading, consisting of financial derivatives and uncovered 
short positions, the aggregate amounted to 6,2 billion compared to 9,1 million at the end of 
2006 (-32,2%).  
 
In 2007 the Italian banking sector was involved, as a consequence of events that occurred in 
the United States, in the crisis of the US subprime mortgage segment. Both the Bank of Italy 
and the CONSOB (Italian securities market authority) took action to ascertain the magnitude 
of the difficulties in the sector by requesting specific information from banks concerning all 
investments either directly or indirectly linked to subprime mortgages. Details of the position 
taken in this sector – risk exposures to the US subprime segment, risks resulting from 
investments in hedge funds, ABSs, CDOs and positions towards special purpose vehicles – by 
UBI Banca are given in the consolidated report.  
 
Financial assets/liabilities

Figures in thousands of euro absolute %

Financial assets held for trading 2.753.772 4.095.916 -1.342.144 -32,8%
Financial assets at fair value 981.148          3.307.107     -2.325.959 -70,3%
Available-for-sale financial assets 2.060.909       1.292.464     768.445 59,5%
Held-to-maturity financial assets 1.244.574       1.247.629     -3.055 -0,2%
TOTAL FINANCIAL ASSETS 7.040.403 9.943.116 -2.902.713 -29,2%
Financial liabilities held for trading 842.341 801.202 41.139 5,1%
Total net of financial liabilities 6.198.062 9.141.914 -2.943.852 -32,2%

31.12.2007 31.12.2006
pro-forma

Changes

 
 
 
Financial instruments held for trading  
 
FINANCIAL ASSETS HELD FOR TRADING (Asset Item 20)  

The item “Financial assets held for trading” (asset item 20) includes financial trading 
instruments “used to generate a profit from short term fluctuations in price or from a dealer’s 
margin” They are recognised at fair value through profit or loss – FVPL [see “Part A – Accounting 
policies” in the notes to the accounts].  
 
At the end of year “financial assets held for trading” amounted to 2.754 million, a decrease of 
32,8% compared to 4.096 million at the end of  2006.  
 
In detail, debt securities – inclusive of “assets transferred not derecognised”, i.e. debt 
securities used as the underlying assets for repurchase agreement transactions – totalled 
1.564 million, compared to 2.925 million in 2006 (-46,5%).  
 
The reduction in debt securities is attributable to securities maturing or sold in the second 
half which, as a consequence of Group liquidity management policy, were not replaced.  
They had been used in part to support repurchase agreement business; this activity was 
partially replaced by resort to repurchase agreement trading on the market.  
 
Moreover investments made by the asset management company of Group under a 
management mandate granted, of which the bond component amounted to approximately 160 
million at the end of 2006, were also sold at the end of the first half.  
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Financial assets held for trading: composition

Figures in thousands of euro Listed Unlisted Total (a) Listed Unlisted Total (b) absolute %

A. Financial assets
Debt securities 1.243.310 320.927 1.564.237 2.633.966 290.786 2.924.752 -1.360.515 -46,5%

of which: Assets transferred not 
derecognised 1.148.482     -                    1.148.482     2.034.541     -                    2.034.541     -886.059 -43,6%

Equity instruments 23.642 21.918 45.560 169.761 30.489 200.250 -154.690 -77,2%
Units of O.I.C.R.                                     
(collective investment instruments) 562.777       -                   562.777 519.822       -                   519.822 42.955 8,3%
Financing -                   -                   -                   -                   -                   -                   -                   -            
Impaired assets -                   -                   -                   -                   -                   -                   -                   -            
Total A 1.829.729 342.845 2.172.574 3.323.549 321.275 3.644.824 -1.472.250 -40,4%
B. Derivative instruments
Financial derivatives 171              576.172 576.343 751              444.962 445.713 130.630 29,3%
Credit derivatives -                   4.855           4.855           -                   5.379           5.379           -524 -            
Total B 171             581.027 581.198 751             450.341 451.092 130.106 28,8%
TOTAL (A+B) 1.829.900 923.872 2.753.772 3.324.300 771.616 4.095.916 -1.342.144 -32,8%

31.12.2007 31.12.2006 pro-forma Changes (a/b)

 
 
 
Debt securities included direct investments in ABSs (“Asset Backed Securities” – financial 
instruments issued against securitisation operations) totalling 120,2 million consisting of a 
Collateral Bond Obligation (“CBO Investment Jersey Ltd 1999-2010”) amounting to 67,4 
million, with underlying assets mainly in European government bonds, and own 
securitisations amounting to 52,8 million, relating to Orio Finance (CDO).  
 
The remaining investment in ABS securities by UBI Banca consisted of 59,7 million in the AFS 
portfolio relating to an INPS (national insurance institute) securitisation totalling 179,9 
million.  
 
Assets consisting of equity instruments also decreased from  approximately 200 million to 46 
million (-77,2%), again as a result of disinvestments by the  asset management company of 
Group, which had invested approximately 157 million in equities at the end of 2006.  
 
Investments in equity instruments, other than those classified as companies subject to 
control, joint control and significant influence, made as part of merchant banking and private 
equity activities, amounted  to almost 22 million.  
 
Investments in O.I.C.R. units (collective investment instruments) amounting to 563 million, 
included investments in hedge funds made up until 30th June 2007.  
 
In addition to those included in this accounting item (563 million), purchases made since 1st 
July (158 million) designated at fair value (asset item 30 in the balance sheet) must also be 
considered in this respect. Total investments in hedge funds existing at the end of year 
therefore amounted to 721 million, compared to 520 million at the end of  2006.    
Those investments, made with a view to maximising the return are governed by a specific 
Group policy which involves a detailed system of qualitative and quantitative limits designed to 
guarantee, amongst other things, the diversification of the funds and the underlying strategies 
as well as a possible “non correlation” between them (see also the information in the Notes to 
the Accounts, Part E, Price risk, Supervisory trading portfolio).  
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FINANCIAL LIABILITIES HELD FOR TRADING (liability item 40)  

Financial liabilities amounted to 842 million at the end of the year, compared to 801 million at 
the end of 2006 (+5,1%). They consisted of financial derivatives amounting to 600 million 
(+24,4%) and amounts due to customers amounting to 243 million (-23,8%); the latter relate to 
uncovered short positions for which commitments to purchase are recognised here.  
 
Financial liabilities held for trading: composition

Figures in thousands of euro Listed Unlisted Total (a) Listed Unlisted Total (b) absolute %

A. Financial liabilities
1. Due to banks -                   -                   -                   -                   -                   -                   -                   -            
2. Due to customers 242.728       -                   242.728       318.494       -                   318.494       75.766-         -23,8%
3. Debt securities -                   -                   -                   -                   -                   -                   -                   -            
Total A 242.728      -                  242.728      318.494      -                   318.494      75.766-        -23,8%
B. Derivative instruments
1. Financial derivatives 428              599.137 599.565       195 481.862 482.057 117.508 24,4%
2. Credit Derivatives -                   48 48                -                   651              651              -603 -92,6%
Total B 428 599.185 599.613      195 482.513 482.708 116.905 24,2%
TOTAL (A+B) 243.156 599.185 842.341 318.689 482.513 801.202 41.139 5,1%

Changes (a/b)31.12.2007 31.12.2006 pro-forma

 
 
Financial assets at fair value  
 
The item “Financial assets at fair value” (asset item 30) includes financial instruments 
designated as such in application of fair value options (FVO).  
The item includes investments in capitalisation policies. These policies were subjected to the fair 
value option because they are hybrid contracts containing embedded derivatives which 
significantly alter the cash flows otherwise generated by the contract.  
Units in hedge funds have also been included in this item since 1st July 2007, as reported in 
Notes to the Accounts, Part A.  
These financial assets are recognised at fair value through profit or loss.  
 
Financial assets at fair value: composition

Figures in thousands of euro Listed Unlisted Total (a) Listed Unlisted Total (b) absolute %

Debt securities -                  823.242 823.242 -                3.307.107 3.307.107 -2.483.865 -75,1%
Units of O.I.C.R.                                     
(collective investment instruments) 157.906      -                  157.906 -                -                  -                  157.906 100,0%

TOTAL 157.906      823.242 981.148 -               3.307.107 3.307.107 -2.325.959 -70,3%

31.12.2007 31.12.2006 pro-forma Changes (a/b)

 
 
Financial assets designated at fair value amounted to 981 million, compared to 3,3 billion at 
the end of 2006 (-70,3%).  
The decrease is due entirely to the debt securities component consisting of capitalisation 
insurance certificates.  
Early reimbursements were performed in 2007, but which had started in the third quarter of 
2006, for all those policies which because of the changed market conditions were no longer 
generating an adequate return.  
The reimbursements increased in the third quarter as tensions emerged on the interbank 
liquidity market. The amounts freed up were able to be channelled towards the financing of 
network banks’ lending business.  
As a consequence, at the end of the year policies amounted to 823 million (720 million the 
nominal value invested plus interest capitalised and matured), compared to 3.307 million at 
the end of 2006 (2.944 million, the nominal value).  
Total reimbursement options were exercised in the twelve month period on 46 policies for a 
corresponding nominal investment of 2.424 million; moreover one policy for a nominal amount 
of 50 million was reimbursed having reached its natural maturity. Furthermore, at the 
beginning of the year a policy held by Centrobanca with a nominal value of 250 million had 
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been purchased by UBI Banca. The remaining change in the amount recognised is attributable 
to interest capitalised and matured.  
 
In order to reduce the absorption of capital by the capitalisation certificates, at the end of the 
year credit default swap contracts were in existence amounting to 341 million euro, (352 
million the book value inclusive of accruals), a reduction compared to 1,5 billion at the end of 
2006 due to the closing of contracts to hedge the policies reimbursed.  
 
Units in O.I.C.R (collective investment instruments). totalled 158 million, consisting entirely 
of hedge funds purchased in the second half of 2007. For a full picture concerning the hedge 
funds held, the preceding section “financial assets held for trading” may be consulted which 
proposes a joint reading of the investments made before and after 1st July 2007.  
 
 
Available-for-sale financial assets  
 
Available-for-sale financial assets are measured at fair value with the recognition of changes in 
a special valuation reserve in shareholders’ equity.  
 
Available-for-sale financial assets amounted to 2.061 million at the end of the year, compared 
to 1.292 million at the end of 2006 (+59,5%).  
 
Available-for-sale financial assets: composition

Figures in thousands of euro Listed Unlisted Total (a) Listed Unlisted Total (b) absolute %

Debt securities 253.478 789.868 1.043.346 49.897 181.577 231.474 811.872 350,7%
of which: Assets transferred not 
derecognised 105.953      246.363       352.316 40.324 142.769 183.093 169.223 92,4%

Equity instruments 842.665 80.010 922.675 860.082 96.038 956.120 -33.445 -3,5%
Units of O.I.C.R.                                     
(collective investment instruments) 24.507 70.381 94.888 25.682 79.188 104.870 -9.982 -9,5%
Financing -                  -                  -                  -                  -                  -                  -               -            
Impaired assets -                  -                  -                  -                  -                  -                  -               -            
TOTAL 1.120.650 940.259 2.060.909 935.661 356.803 1.292.464 768.445 59,5%

31.12.2007 31.12.2006 pro-forma Changes (a/b)

 
 
As can be seen from the table, the increase in the investment is attributable mainly to the 
purchase of debt securities. Considering the tensions that have characterised the interbank 
market since last summer, it was considered advisable to channel part of the liquidity from the 
disinvestments in trading assets and assets designated at fair value, mentioned in the 
preceding sub-sections, into the purchase of bonds, mainly bank bonds, that can be 
refinanced with the European Central Bank. It must in fact be considered that in future, this 
category of the securities portfolio will include securities eligible for financing with the ECB. 
 
Equity instruments, amounting to 923 million (956 million at the end of 2006), included the 
interest held in Intesa Sanpaolo of 756,5 million.  
The change in the value recorded over the twelve month period for equity instruments is 
attributable entirely to the reduction in the fair value of equity investments recognised here 
(shareholdings that are not classified as companies subject to control, joint control and 
significant influence and that are not held for merchant banking and private equity activities). 
More specifically, the fair value of the interest held in Intesa Sanpaolo, which had a carrying 
value of 797 million as at 1st April, fell by 40,5 million before tax, which had a net negative 
impact of 38 million on the valuation reserve for available-for-sale financial assets (see the 
table in the section  on the shareholders’ equity of UBI Banca).  
 
The investment in O.I.C.R. units (collective investment instruments) amounting to 95 million 
at the end of the year, decreased by 10 million.  
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Held-to-maturity financial assets  
 
This category of assets (held-to-maturity) includes securities which it is intended and it is 
possible to hold until maturity. They are recognised at amortised cost.  
 
“Held-to-maturity financial assets” amounted to 1.244 million, a slight decrease compared to 
the end of  2006 as a result of the redemption of a BTP.  
 
The Group’s investment, which consists mainly of Italian government securities, also includes, 
however, bonds issued by major banking counterparties, that are “Constant Maturity Swap” 
(CSM) indexed with variable annual coupons indexed to the 10 year swap rate, with a total 
value of 358 million (350 million nominal). 
 
Held-to-maturity financial assets: composition

Figures in thousands of euro absolute %

Debt securities 1.244.574 1.247.629 -3.055 -0,2%
of which: Assets transferred not 
derecognised 1.058.000       883.999          174.001 19,7%

Financing -                     -                     -                       -                    
Impaired assets -                     -                     -                       -                    
TOTAL 1.244.574 1.247.629     -3.055 -0,2%

Changes
31.12.2007 31.12.2006

pro-forma
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The income statement  
 
 
The income statement figures commented on are based on the pro-forma reclassified statements – the 
income statement, the quarterly income statements and the income statement net of the most significant 
non recurring items – contained in the initial section of this management report on operations. In order to 
provide consistent and uniform information, the tables furnishing details have been reclassified in the same 
manner.  
The notes that precede the reclassified statements may be consulted as may the reconciliation statements 
for a description of the reclassification, and also for details of the reconstruction of the pro-forma figures 
and of the effect of the purchase price allocation.  
 
UBI Banca’s first year of operations ended with a pro-forma net profit of more than 820 
million euro, an improvement of 7,8% compared to the previous twelve months. It is a 
significant result because it was achieved in a year characterised above all by a climate of 
anxiety and uncertainty on domestic and international financial markets and secondly 
because of the effect of integration costs, the larger part of which were charged to the income 
statement in 2007.  
 
The improvement in net profit rises to 23,8% if the most significant non recurring items are 
excluded, amounting to 81 million for 2007 (relating mainly to expenses incurred for the 
merger with Banca Lombarda, offset by tax adjustments resulting from the reduction in rates 
introduced by the 2008 Finance Act) and to 163,6 million for 2006 (relating mainly to equity 
investments).  
 
Examination of the reclassified statement shows that operating income totalled 1.165 
million, an increase of 5,6% which rises to +11,3% if non recurring items are not included.  
 

The contribution of the item 
dividend and similar income is 
fundamental: the income 
statement of the Parent Bank – 
with its particular structure – was 
in fact driven by the flow of 
dividends received in 2007 which 
totalled 972,3 million. As shown 
in the table, the significant 
improvement compared to the 
previous year (+218 million) is 
attributable primarily to equity 
investments in Group member 
companies (+194 million, of which 
+112,4 million relating to BPB, 
+57,6 million to Banco di Brescia 
and +17,9 million to BPCI) and 
also to available-for-sale financial 
assets (+22,8 million relating 
mainly to the investment in Intesa 
SanPaolo).  
 

Net interest income – the balance on interest income and interest expense – was negative by 
195,8 million (-126,4 million in 2006). The negative balance for the aggregate reflects the 
particular nature of the operations performed by the Parent Bank, while the growth in the 
amount reflects both an increase in the generalised yield curve (which affected interest 
expense most) and the increased dimensions of the volumes of business.  
 
More specifically this balance consists of the following principal items:  
· 143,7 million of interest from the portfolio of securities owned, down by 35,7 million. This 

performance is explained by the reduction in the existing stock, totalling 2,9 billion, 

Dividend and similar income

Figures in thousands of euro

31.12.2007
pro-forma

31.12.2006
pro-forma

Banca Popolare di Bergamo Spa 268.220 155.781 

Banco di Brescia Spa 177.990     120.405     
Banca Popolare di Ancona Spa 84.958       133.410     

Banca Popolare Commercio e Industria Spa 74.775       56.894       
Centrobanca Spa 68.266 58.957 
Banca Carime Spa 56.268 39.077 

Banca Regionale Europea Spa 48.031       33.746       
UBI Pramerica SGR Spa 22.607 16.891 

CBI Factor Spa 13.752 10.974 
B@nca 24-7 Spa 12.500 6.600 
BPU Esaleasing Spa 10.068 10.679 

Altre partecipazioni (voce 100) 68.205 68.329 

Dividends received from item 100 equity investments 905.640    711.743    
Dividends received from item 40 AFS 60.555 37.741 

of which Intesa SanPaolo 53.264       30.837 
Dividends received from item 20 for trading 6.103 4.730 
Total 972.298 754.214 
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including 2,3 billion relating to capitalisation policies alone classified within “financial 
assets at fair value”. The interest for the year on the latter decreased by 48 million;  

· 77,4 million consisting of the net balance between interest income on loans to banks and 
interest expense on amounts due to banks (-116,3 million in 2006). That balance, 
structurally negative in the past, became positive during the year because as part of its role 
as the centralised manager of Group liquidity, UBI Banca gave priority to channelling new 
cash flows, generated, amongst other things, by the gradual reimbursement of 
capitalisation policies, towards intragroup interbank lending to support lending business 
with customers (see the previous section “the interbank market” in this respect);  

· - 418,4 million consisting of the net balance on interest in respect of traditional banking 
business with customers consisting on the one hand mainly of funding from institutional 
customers who have purchased EMTN bonds, and on the other of lending mainly to Group 
leasing and factoring companies. In  2006  the  balance  amounted to -190,8 million.  
Despite the increase in interest received (+157,5 million) – which reflects the financial 
support given by UBI Banca to growth in the lending business of Group member companies 
– the larger negative balance is a result of the increase in the interest paid on “securities in 
issue” (+328,2 million). The latter was affected not only by the increased stock of EMTN 
securities in issue, but also by the rise in the short term interest rates on which the index 
mechanism is based.  

 
Interest income and similar: composition

Performing financial assets

Figures in thousands of euro
Debt 

securities
Financing

Financial assets held for trading 52.719 -                       -                     -                   52.719 40.761 

Financial assets at fair value 80.376 -                       -                     -                   80.376 128.450          
Available-for-sale financial assets 9.713 -                       -                     -                   9.713 10.025 
Held-to-maturity financial assets 18.407 -                       -                     -                   18.407 20.477 
Loans to banks 88.135         578.586 -                     -                   666.721 364.412 
Loans to customers 4.195 333.708 -                     -                   337.903 180.394 
Hedging derivatives -                   X X -                   -                     15.280 

Financial assets transferred not derecognised 172.339       -                       -                     -                   172.339         103.659          

Other assets X X X 1.743 1.743 1.585 

Total 425.884 912.294 -                    1.743 1.339.921 865.043 

Interest expense and similar: composition

Figures in thousands of euro
Borrowings Securities Other 

liabilities
31.12.2007
pro-forma

31.12.2006
pro-forma

Due to banks (586.476) X -                   (586.476) (488.943) 

Due to customers (83.517) X -                   (83.517) (44.292) 

Securities in issue X (670.342) -                   (670.342) (342.172) 

Financial liabilities held for trading (15.790) -                     (1.693) (17.483) (20.244) 

Financial liabilities for assets transferred not derecognised (175.165) -                     -                   (175.165) (95.463) 

Other liabilities X X (317) (317) (323) 

Hedging derivatives X X (2.424) (2.424) -                     
(860.948) (670.342) (4.434) (1.535.724) (991.437) 

Net interest income  (195.803)  (126.394) 

31.12.2006
pro-forma

Total

Impaired 
financial assets Other assets 31.12.2007

pro-forma

 
Net commissions amounted to 19,2 million, while they were negative by more than 600 
thousand euro in the comparison period.  
 
The item was structurally negative in the past because the Parent Bank performs specific 
operational support functions with regard to network banks, for which it incurs commission 
expenses (25 million in 2007) which are then invoiced on the basis of specific intragroup 
contracts.  
 
The centralisation of depository bank activities in UBI Banca (since 1st January 2007 for the 
funds managed by UBI Pramerica and Capitalgest and since 1st July 2007 for the former 
Grifogest funds), amounting to 23,5 million, had the effect of raising commission income to 
more than 44 million, with the net balance becoming positive. 
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Commission income: composition Commission expense: composition

Figures in thousands of euro

31.12.2007
pro-forma

31.12.2006
pro-forma Figures in thousands of euro

31.12.2007
pro-forma

31.12.2006
pro-forma

a) guarantees granted 3.296 3.007 a) guarantees received  (198)  (663) 
b) credit derivatives -                   -                   b) credit derivatives -                   -                   
c) management, trading and advisory services 34.399         11.247 c) management and trading services:  (12.308)  (11.404) 

1. trading in financial instruments 3.999 4.764 1. trading in financial instruments  (4.432)  (3.630) 
2. foreign exchange trading 608 15 2. foreign exchange trading  (207)  (202) 
3. portfolio management -                   -                   3. portfolio management  (612)  (691) 
4. custody and administration of securities 388 981 3.1. own portfolio  (612)  (691) 
5. depository bank 23.512 38 3.2. portfolio of others -                   -                   
6. placement of securities 799 395 4. custody and administration of securities  (6.239)  (6.195) 
7. stock market orders 3.559 3.824 5. placement of securities  (818)  (686) 

8. advisory activities 1.297 975 
6. securities, products and services offered through 
indirect networks - -

9. distribution of third party services 237 255 d) collection and payment services  (1.374)  (1.942) 
9.1. portfolio managements -                   -                   e) other services  (11.093)  (9.902) 
9.2. insurance products -                   -                   
9.3. other products 237 255 

d) collection and payment services 5.142 7.856 
e) servicer activities for securitisation operations 237              280              Total  (24.973)  (23.911) 
f) services for factoring operations -                   -                   
g) tax collection and payment services -                   -                   
h) other services 1.080 890 

Total 44.154 23.280 Net commission income 19.181  (631) 

 
Net profit on trading, hedging, disposal/repurchase and on assets/liabilities at fair value 
amounted to 64 million (approximately 138 million in 2006).  
 
It included: 36,8 million in respect of the net profit on trading, 1,5 million for the net profit on 
hedging activity, 24,1 million from profits on the disposal of financial assets/liabilities and 1,6 
million from the net result for assets/liabilities at fair value (the hedge funds designated to the 
specific asset item in the balance sheet from 1st July 2007).  
 
As concerns the net profit from trading – down to 36,8 million from 68,9 million in  2006 – a 
combined reading of the financial assets and the related derivatives shows the positive 
contribution furnished both by debt securities (+20 million compared to 2,9 million previously) 
and by O.I.C.R. units (+31,3 million, including the hedge funds already held in portfolio before 
1st July 2007, compared to +40,3 million previously), which more than compensated for the 
decrease in equity instruments (-14,4 million compared to +18,5 million in 2006), penalised by 
the climate of turbulence on domestic and international markets in the second half of the year.  
 
Profits on disposal/repurchase activities totalled 24,1 million (68 million in 2006). The item 
includes non recurring items within available-for-sale financial assets consisting of equity 
investments, and more specifically: 20,2 million for the gain on the Borsa Italiana share 
exchange, recognised in the accounts in the fourth quarter of 2007; 58 million attributable to 
the sale of the interest held in Banca Italease in 2006.  
 
Other operating income and costs amounted to 305 million (almost 339 million in 2006) and 
included a non recurring expense of 6,6 million for the endowment at present values to the 

Marches Foundation on the basis of 
agreements related to the settlement of 
the Banca Popolare di Ancona litigation. 
In the previous year, the item benefited 
by 11,6 million from changes in the tax 
treatment for put options on equity 
investments (the put option concerned 
was on Banca Regionale Europea).  
Because of the operating characteristics 
of the Parent Bank, the total proceeds 
recorded derive to a large extent from 
revenues for services provided to Group 
member companies, amounting to 289,4 
million (295,4 million in 2006). In detail 
they are composed as follows: 99,6 

Other operating income and costs

Figures  in thousands  of euro

31.12.2007
pro-forma

31.12.2006
pro-forma

Other operating income 325.969 341.856 
 Recovery of expenses and other income on current accounts 2 2.043 
Recovery of other expenses 3.469 -                
Recoveries of taxes 370 491 

 Rents and other income for property management 28.303      27.627 
 Recovery of expenses on financial leasing contracts -               1.488 
 Revenues for services granted to Group's companies 289.426 295.397 
Other income and exceptional receivables 4.769 15.301 
Reclassification of "tax recoveries"  (370)  (491) 

Other operating expenses  (20.495)  (3.173) 
 Fines and charges for late tax payments  (18)  (378) 
Depreciation of improvements to leased assets  (229)  (229) 
Costs relating to financial leasing contracts  (20)  (32) 
Other costs and exceptional payables  (20.457)  (2.763) 

 Reclassification of depreciation of improvements to leased assets 229 229 

Other operating income and costs 305.474 338.683 
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million for IT and organisation services, 66,2 million for back office services, 52,3 million from 
governance and loans, 20,9 million for property management and purchasing, 18 million for 
administrative services, 17,6 million for commercial services  and the remaining 14,8 million 
for financial services.  
 
Net profit (loss) from trading

Net result 
31.12.2007    
pro-forma

Figures in thousands of euro [(A+B)-(C+D)]

1. Financial assets held for trading 42.823 70.548  (16.367)  (60.369) 36.635 53.735 
1.1 Debt securities 5.479 10.616  (4.081)  (10.959) 1.055  (22.612) 
1.2 Equity instruments 1.538 20.525  (6.913)  (10.988) 4.162 33.453 
1.3 Units in O.I.C.R. (collective investment instruments) 35.806 3.869  (5.373)  (3.055) 31.247 40.250 
1.4 Financing -                   -                     -                     -                     -                       -                     

1.5 Other -                   35.538  (35.367) 171 2.644 
2. Financial liabilities held for trading 1.246          -                     (245) -                    1.001              929 

2.1 Debt securities 1.246           -                      (245) -                     1.001                929                 
2.2 Debts -                   -                     -                     -                     -                       -                     
2.3 Other -                   -                     -                     -                     -                       -                     

3. Other financial liabilities: exchange rate differences X X  (3.050) X  (3.050) 160 
4. Derivative instruments 127.770 1.651.389  (94.748)  (1.686.043) 2.253 14.082 

4.1 Financial derivatives 127.770 1.650.520  (94.382)  (1.683.494) 4.299 14.900 
- on debt securities and interest rates 118.729 1.533.054  (85.580)  (1.547.210) 18.993 25.534 
- on equity instruments and share indices 7.693 115.983  (7.454)  (134.801)  (18.579)  (15.003) 
- on currencies and gold x -                     x x 3.885 4.065 
- other 1.348 1.483  (1.348)  (1.483) -                        304 

4.2 Credit derivatives -                   869  (366)  (2.549)  (2.046)  (818) 
Total 171.839 1.721.937  (114.410)  (1.746.412) 36.839 68.906 

Net profit (loss) from hedging

Figures in thousands of euro
31.12.2007
pro-forma

31.12.2006
pro-forma

Net profit (loss) from hedging 1.486 971 

Profits (losses) from disposal/repurchase

Figures in thousands of euro

Financial assets
1. Loans to banks -                     -                     -                       -                     
2. Loans to customers -                     -                     -                       -                     
3. Available-for-sale financial assets 24.043  (53) 23.990 68.010 

3.1 Debt securities 1  (18)  (17) 1.357 
3.2 Equity instruments 21.587  (26) 21.561 65.468 
3.3 Units in O.I.C.R (collective investment instruments) 2.455  (9) 2.446 1.185              
3.4 Financing -                     -                     -                       -                     

4. Held-to-maturity financial assets -                     -                     -                       -                     
Total assets 24.043  (53) 23.990 68.010 

Financial liabilities
1. Due to banks -                     -                     -                       -                     
2. Due to customers -                     -                     -                       -                     
3. Securities in issue 289  (138) 151 43 

Total liabilities 289  (138) 151 43 
Total 24.332  (191) 24.141 68.053 

Net profit (loss) on financial assets and liabilities at fair value

Figures in thousands of euro
31.12.2007
pro-forma

31.12.2006
pro-forma

Net profit (loss) on financial assets and liabilities at fair value 1.549 -                    

64.015 137.930 

Net result 
31.12.2007     
pro-forma

31.12.2006
pro-forma

31.12.2006
pro-forma

Gains       
(A)

Profit from 
trading       

(B)

Losses from 
trading       

(D)

Net profit on trading, hedging and disposal/repurchase activity and on assets/liabilities at 
fair value

Profits Losses

Losses        
(C)

 
 

Operating costs, which did not include integration costs, stated under a separate item, 
totalled 489 million to record a decrease of 4,9% compared to the previous year. Although to a 
more contained extent, the trend was confirmed even if the item is considered net of the most 
significant non recurring items (-0,9%). In detail:  
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· staff costs fell to 228,2 million, a decrease of 13,4 million (-5,6%), representing the balance 
on diverging items:  
- -22 million from changes in “employee” expenses and more specifically in the item 

“wages and salaries”, as a result of the operational centralisation process involving the 
subsidiary UBI Sistemi e Servizi (see the preceding section “human resources” for 

details). The item “staff severance 
provision charge” also benefited 
from the present value positive 
impact (5,5 million classified 
within non recurring items) 
connected with changes in the 
legislation governing 
supplementary pensions;  

- +3,6 million resulting from 
changes in the item “other 
personnel”. Increased staff costs of 
4,2 million were incurred for staff 
on secondment from other Group 
member companies at the Parent 
Bank, an expense which had 
nevertheless decreased at the end 
of the year as a result of the UBI.S 
centralisation process starting 

from 1st October 2007. Costs for temporary agency staff on the other hand fell by 0,6 
million, due to decreased use of them by the Parent Bank;  

- +5 million resulting from the “Directors” component, which now includes members of 
both the Management Board and the Supervisory Board (It will be recalled that in the 
previous year the fees for  the Statutory Board of Auditors were recognised within other 
administrative expenses);  

 

· other administrative expenses totalled 192,1 
million, down by 10,7 million (-5,3%). The 
figure for 2006 includes a non  recurring 
item amounting to 15,3 million for 
professional consultancy in relation to the 
merger incurred by the former Banca 
Lombarda in the fourth quarter of the year. 
If that item is excluded expenses increased 
by 2,4% (+4,6 million). While mailing 
expenses were higher due to higher rates 
and to the centralisation of the service for 
the former BPU Group network banks at the 
Parent Bank and maintenance expenses 
increased, advertising and promotion 
expenses were contained and there was a 
reduction in costs for professional services, 
consisting of organisational, corporate and 
legal advisory expenses;  

· net impairment losses on property, plant and 
equipment and intangible assets reached 
almost 69 million, in line with the previous 
year. They included 46,9 million 
attributable to property, plant and 
equipment and 22 million to intangible 
assets, the latter consisting of amortisation 
on own software assets.  

 

Other administrative expenses: composition

Figures in thousands of euro

31.12.2007
pro-forma

31.12.2006
pro-forma

A. Other administrative expenses  (188.226)  (198.675) 
Postal, telephone and telegraph, use of 
networks and ICT services  (47.142)  (38.219) 

Professional services  (38.029)  (62.362) 

Legal and debt collection expenses  (110)  (68) 

Maintenance, installation of machines, furnishings etc  (17.276)  (16.238) 

Insurance premiums  (2.096)  (1.448) 

Counting and management of valuables  (363)  (452) 

Utility bills and tenancy of premises  (10.475)  (10.063) 

Advertising  (8.026)  (10.369) 

Forms and stationery  (3.009)  (1.992) 
Information services and land registry searches  (251)  (374) 

Property and equipment maintenance  (6.620)  (4.958) 

Security  (1.184)  (769) 

Entertainment expenses  (2.251)  (1.958) 

Electronic processing by third parties  (7.357)  (7.724) 

Emoluments of statutory auditors  (421)  (607) 

Membership fees  (1.989)  (1.836) 

Transport, removal and travel expenses  (5.657)  (5.717) 

Sundry goods  (147)  (201) 

Books and periodicals  (594)  (854) 
Expenses for services provided by Group member 
companies  (22.404)  (20.283) 

Rents payable  (9.954)  (9.391) 
Lease instalments on machines, software, 
furnishings, etc.  (662)  (341) 

Other contributions -                    (310) 

Other expenses  (2.209)  (2.141) 

B. Indirect taxes  (3.836)  (4.101) 
Stamp duty  (1.811)  (2.146) 

Municipal property tax  (2.071)  (2.073) 

Other taxes  (324)  (373) 
Reclassification of "tax recoveries" 370 491 

Total  (192.062)  (202.776) 

Staff costs: composition

Figures  in thousands  of euro

31.12.2007
pro-forma

31.12.2006
pro-forma

1) Employees  (180.246)  (202.295) 
a) Wages and salaries  (112.249)  (133.480) 
b) Social security charges  (40.569)  (40.509) 

c) Severance indemnity  (308)  (141) 
d) Pension expense  (71) -                 

e) Provision charge for severance payments  (3.412)  (9.196) 
f) Provision charge for pensions and similar 
obligations: -                 -                 
g) Payments to outside supplementary 
retirement benefit plans:  (15.633)  (10.201) 

- defined contribution  (15.633)  (10.201) 
- defined service -                 -                 

h) Expenses resulting from share based 
payment agreements -                  (1.474) 

i) Other benefits for employees  (8.004)  (7.294) 
2) Other personnel  (38.689)  (35.049) 
- Expenses for temporary agency staff  (4.137)  (4.726) 

- Other expenses  (34.552)  (30.323) 
3) Directors  (9.216)  (4.226) 
Total  (228.151)  (241.570) 
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As a result of the performance reported above net operating income, calculated as the 
difference between operating income and operating costs, exceeded 676 million, an 
improvement of 14,7%, which rises to 22,8% if non recurring items are not included.  
 
Total charges for net impairment losses on loans amounting to 1,2 million, net impairment 
losses on other assets/liabilities amounting to 5,9 million (including 5,6 million of non  
recurring costs relating to the indirect investment in Help Rental Service Srl, a company put 
into liquidation in July 2007) and net provisions for liabilities and charges amounting to 3,7 
million were made to the income statement. The latter amounted to 8,9 million in 2006 and 
included a provision charge of 4 million for charitable commitments of the former Banca 
Lombarda e Piemontese.  
 
As opposed to the previous year, the income statement of UBI Banca for 2007 did not benefit 
from any significant profits on the disposal of equity investments (44 thousand euro).  
Profits on disposals were realised in 2006 amounting to 115,4 million, including an addition of 
57 million to the earn-out paid by the Prudential USA on the investment in SGR Pramerica, 
50,9 million for the write-back to the value of the subsidiary Banca Regionale Europea as a 
result of the update of the valuation method (fair value estimate) and 7,9 million from the sale 
to BRE of the interest held in Cassa di Risparmio di Tortona (merged into the new parent 
company with effect from 25th November 2006).  
All the amounts were classified within non recurring items.  
 
As a result of the decrease in profits on the disposal of equity investments, profit on 
continuing operations before tax amounted to 665,2 million (692,2 million the previous year); 
considered net of non recurring items, profit increased  by 24,9%.  
 
Taxes on income for the year had a positive effect of 222 million, an increase compared to 68,6 
million recorded in 2006. The 2007 figure nevertheless includes a positive non recurring item 
amounting to 142,3 million (144,7 million relating to the PPA) resulting from adjustments to 
deferred tax assets and liabilities to comply with the new tax rates introduced by the 2008 
Finance Act.  
Net of that non recurring item, taxation for the year – still positive as a result of the negative 
taxable income due to the effect of the dividends which benefit from reduced taxation – rose 
from 75,3 to 87,8 million1.  
 
It should be noted that the figure for 2007 also included:  
- increased taxes amounting to  

- -1,8 million in relation to the supplementary pensions reform;  
- -7,1 million for the non recoverability of the tax credit relating to the tax loss for the 

first quarter of the year in relation to the former BL;  
- -1,1 million resulting from the gain on the Borsa Italiana share exchange following the 

merger with the London Stock Exchange Group;  
- lower taxes amounting to  

- +1,8 million relating to the tax effect of the impairment loss on the investment in 
HRS.  

 
Finally with regard to the effects of the “tax wedge”, for which increased taxes amounting to 12,2 
million were estimated last September, the effect was absorbed by the correlation with other 
deductible items following clarifications on interpretation by the tax authorities in November 
2007.  
 
Finally the income statement of UBI Banca was affected by integration costs amounting to 
103,7 million (before tax of 36,9 million) as follows:  
- 50,3 million for staff leaving incentive costs;  
- 26,5 million of administrative expenses and staff costs for industrial consultancy services, 

communication and advertising programmes and training expenses;  

                                               
1 The item was positive, as it was in the previous years, because account has been taken of the application of the 

fiscal consolidation law in the calculation of taxes since 2004. It allows the Parent Bank to set off its taxable income, 
which is structurally negative because of the presence of the dividends, against the tax results of the other 
companies participating in the fiscal consolidation.  
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- 26,9 million for net impairment losses on property, plant and equipment and intangible 
assets attributable to the write-off of software and hardware currently being abandoned 
following the selection of the IT target platform.  

 
ROE (return on equity), calculated as the ratio of net profit to shareholders’ equity excluding 
profit, was 8,1%  (7,7% in 2006); if non recurring items are excluded, ROE  stood at 7,3%  (6% 
in 2006).  
 
The cost/income ratio, (calculated as the ratio of operating costs to operating income), fell to 
42% from 46,6% in 2006; net of non recurring items the ratio was 42,9%, still less than the 
48,3% recorded in the previous year.  
 

*** 
 
The fourth quarter of 2007 ended with a net profit of 73,8 million, compared to -71,3 million 
in the third quarter of 2007 and +19 million pro-forma in the fourth quarter of 2006.  
On 1st October 2007, UBI Banca contributed its “ICT and organisation” assets to UBI.S, the 
company responsible for the centralised provision of services, functions and processing 
common to all Group banks and companies. This contribution changed the revenue structure 
of the Parent Bank compared to the comparison periods.  
 
More specifically operating income amounted to 24,5 million, a decrease compared to 38 
million in the third quarter of 2007 and to approximately 90 million in the fourth quarter of 
2006.  
While on the one hand, it benefited from the gains realised on the Borsa Italia share exchange 
amounting to 20,2 million, recognised within profits on the disposal of available-for-sale 
financial assets, on the other hand it was affected by lower revenues within the item other 
operating income for services provided to Group member companies following the UBI.S 
centralisation process (-24,6 million compared to the third quarter 2007).  
 
Operating costs totalled 106,5 million, compared to 124,4 million in the third quarter of 2007 
and 157,2 million in the  fourth quarter of 2006.  
As a result of the contribution already mentioned to UBI.S, staff costs fell to 37,2 million from 
62 million in the third quarter of 2007, while net impairment losses on property, plant and 
equipment and intangible assets fell to 13,9 million compared to 18,5 million in the previous 
quarter.  
Other administrative expenses, however, increased compared to the preceding quarters of 
2007 as a result of both higher expenses (+5,3 million compared to the third quarter of the 
year) for the provision of services by Group member companies (mainly UBI.S) and also of the 
expenses which are seasonally concentrated in the last part of the year.  
The figure for the fourth quarter of 2006 included 15,3 million for professional consultancy for 
the merger incurred by the former Banca Lombarda.  
 
Net operating income amounted to -82 million (-86,2 million in the previous quarter and -67,3 
million in the fourth quarter of 2006).  
 
The quarterly result was also affected by integration costs amounting to 23,8 million (before 
taxes of 8,7 million), as follows: 7,6 million relating to staff costs and 16,2 million to other 
administrative expenses (including 12,8 million relating to the migration to UBI.S).  
 
Profit on continuing operations before tax (-84,5 million, compared to -93,2 million in the third 
quarter of 2007 and -6,9 million in the fourth quarter 2006) was affected by the positive 
impact of 173,5 million of taxes the result, amongst other things, of the adjustment of deferred 
tax assets and liabilities to comply with the new tax rates introduced by the 2008 Finance Act.  
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Shareholders’ equity and capital adequacy  
 
The shareholders’ equity of the UBI Banca Group as at 31st December 2007 amounted to 
10.962 million euro. That amount also included the net profit for the year of the former BPU 
Banca for the first three months of the year and of the new UBI Banca for the period from 1st 
April to 31st December.  
 
At the end of 2006, and therefore before the merger transaction by incorporation, 
shareholders’ equity amounted to 4.163 million, inclusive of the valuation reserve, negative by 
3,2 million net of taxes, that emerged following the change of the criterion for recognition of 
actuarial gains/losses for defined employee benefit plans (staff severance provision and health 
policy).  
 
As shown in the statement of changes in consolidated shareholders’ equity contained among 
the individual company mandatory financial statements, the increase of 6,8 billion that 
occurred over the twelve month period is attributable to:  
- the issue of new shares at the service of the merger amounting to 6,5 billion, of which 5,8 

billion as share premium; as a result of that issue the share capital increased from 861,2 
million to 1.597,9 million, corresponding to 639.145.902 shares;  

- the net positive effect, amounting to 0,3 billion, of recognition of the result for 2007 and the 
distribution of 2006 profit (including use of the share premium reserve amounting to 235,4 
million required in order to also distribute a dividend to the shares issued at the service of 
the merger).  

 
On aggregate, changes in reserves had a negative effect of 29,3 million, due principally to the 
following movements:  
Á the increase by 4 million in “valuation reserves-other”, related mainly to the elimination of 

the negative valuation reserve already mentioned, formed following the modification of the 
accounting policy for employee benefit plans (3,3 million relating to the staff severance 
provision alone, net of taxes);  

Á the decrease by 32,2 million in the valuation reserves for available-for-sale financial assets, 
attributable mainly to the reduction in the fair value of equity instruments held in portfolio 
and to a lesser extent to the sale of AFS securities (details are given in the table);  

Á the allocation of 8 million to reserves of profits, corresponding to the share of profit for 2006 
distributed to staff, in relation to the proposal to amend article 52 of the Corporate By-
Laws;  

Á the net use of 9,1 million of “other reserves”, composed as follows:  
- 3,6 million (relating to the staff severance provision alone, net of taxes) for the 

reconstitution of the negative valuation reserve created following the change in the 
accounting policy for defined employee benefit plans;  

- 6,2 million, net of taxes, corresponding to the goodwill of 8,6 million recognised following 
the transfer by Banca Regionale Europea to the Parent Bank of the corporate assets 
consisting of depository bank operations, treated in the accounts as a reduction in 
reserves because the operation was under common control;  

- 0,7 million, net of taxes, for recognition of the gain following the contribution of BPU 
Banca International Sa to UBI Banca International Sa, recognised as an increase in 
reserves because it was an operation under common control.  
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Figures in thousands of euro
Debt 

securities
Equity 

instruments
Units in 
O.I.C.R. Financing Total

1. Initial holdings -8.160 39.861 -4.994 -                  26.707
2. Positive changes 4.524          12.040        3.093          -                   19.657

2.1 Increases in fair value 4.506 11.055 3.084 -                   18.645
2.2 Transfer to income statement of negative reserves 18                -                   9                  -                   27

- for impairment -                   -                   -                   -                   -                   
- for disposal 18 -                   9                  -                   27

2.3 Other changes -                   985 -                   -                   985
3. Negative changes -3.537 -45.706 -2.623 -                  -51.866 

3.1 Decrease in fair value -3.537 -41.995 -1.191 -                   -46.723 
3.2 Transfer to income statement of positive reserves from 
disposal -                   -2.693 -1.432 -                   -4.125 
3.3 Other changes -                   -1.018 -                   -                   -1.018 

4. Final holdings -7.173 6.195 -4.524 -                  -5.502 

Valuation reserves for available-for-sale financial assets: changes in the period

 The changes in fair value summarised in the table relate to:  
- the period 1st January- 31st  December 2007 for assets relating to the former BPU Banca Scpa 
- the period 1st April-31st December 2007 for the assets acquired from the merged Banca Lombarda e Piemontese Group.  

 
 
As shown in the relative table in part F of the notes to the accounts, the supervisory capital of 
UBI Banca amounted to 13,5  billion at the end of 2007 compared to 6,5 billion twelve months 
previously referred to BPU Banca only. If account is taken of the third level capital, then 
supervisory capital inclusive of tier 3 amounted to 13,6 billion, of which 10,2 billion was tier 1 
capital.  
 
The absorption of capital for credit risk, market risk and other capital requirements (detailed 
in the relative table in part F of the notes to the accounts, which may be consulted) totalled 
2,4 billion to give a tier 1 ratio of 29,33% and a total capital ratio of 39,25% (26,25% and 
41,18% respectively in December 2006 referred to BPU Banca only)  
 
 
 
Relations with companies in the Group  
 
 
Details of relations with companies in the Group are given in part H of the Notes to the 
accounts as part of the information on related parties, distinguishing between subsidiaries 
(fully consolidated), companies subject to joint control (proportionally consolidated) and 
associates (consolidated using the equity method).  
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Research and Development  
 
 
 
Information on the research and development performed by the Bank is contained in the 
relative section of the Consolidated Report contained in the first part of this publication.  
As part of its role as the parent bank, UBI Banca performs research and development for the 
purpose of supporting and co-ordinating all the companies in the Group.  
 
 
 
 

The system of internal control  
 
 
 
As concerns the system of internal controls of UBI Banca, this is reported in the corresponding 
section of the consolidated report and also, with regard to risks and the relative hedging 
policies, in Part E of the Notes to the accounts where full details are given.  
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Share performance and shareholder 
structure  
 
 
 
Share performance  
 
 
It will be recalled that following the merger of Banca Lombarda e Piemontese S.p.a. into BPU 
Banca, the Banca Lombarda e Piemontese share was cancelled from the listing from 1st April 
2007, while the Banche Popolari Unite S.c.p.a. share was renamed “Unione di Banche 
Italiane”, although its other characteristics remained unchanged.  
 
The UBI Banca share is traded on the Mercato Telematico Azionario (MTA – screen based stock 
market) of the Borsa Italiana in the Blue Chip segment and is included in the S&P/MIB Index. 
 
As a result of the new shares issued at the service of the merger, the stock market 
capitalisation at the end of the year amounted to close to 12 billion euro (7 billion at the end of 
2006), falling to approximately 10 billion in the weeks that followed and until the date of this 
report due to continued tensions on markets. In terms of capitalisation, UBI Banca lies in 
third place among Italian banks and is thirty fifth in Europe (on the basis of the classification 
drawn up by the ABI - Italian Banking Assocation – in its European Banking Report).  
 
 The year 2007 was a difficult one for stock 
markets, affected by the United States 
subprime mortgage crisis. The repercussions 
on the domestic financial market had a 
marked effect on the banking segment: while 
the S&P/Mib index decreased by 7%, the Mib 
banking index fell by 13,6%.  
 
In this context, although the UBI Banca 
Group had practically no exposure to “sub-
prime risk”, the Unione di Banche Italiane share suffered a loss of 9,8%.  
 
 

 

Amounts in euro 28.12.2007 29.12.2006 % change

Unione di Banche Italiane

- official price     18,734     20,780 -9,8%
- reference price     18,810     20,820 -9,7%

S&P/Mib     38.554     41.434 -7,0%
Mib Banks       3.443       3.986 -13,6%

Performance comparisons for the Unione di Banche 
Italiane share
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Considered from 1st July 2003, however, the date on which BPU Banca was formed, the share 
performance (1st July 2003 – 28th December 2007) recorded an increase of 44,7%  
 
More specifically in the first few months of 2007 the share price was also influenced by 
prospects of the merger with Banca Lombarda and reached its highest level ever (reference 
price of 22,66 euro on 20th April). Subsequently the American subprime mortgage crisis 
reversed the market trend. Consequently the list price recorded is lowest level of the year at 
17,87 euro (on 1st August). Over the summer and until the end of the year the share price 
stabilised at an average of close to 18,80 euro, holding up better than the banking index.  
 
The year 2008 opened with a further phase of difficult market context, which led the UBI 
Banca share to record a new low of 14,62 euro on 17th March.  
 
A total of 725 million UBI Banca shares were traded in 2007 for a value of 14,7 billion euro. In 
2006, 466 million shares were traded for a value of more than 9,6 billion euro.  
 
 
 
 
 
The main information concerning the UBI Banca share is summarised below along with the 
principal stock market indicators which have been calculated using consolidated figures, 
which are more meaningful.  
 

Performance of the BPU Banca share
since 1st July 2003 (*) and traded volumes
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The UBI Banca share and the main stock market indicators
o

2007 2006

Number of shares outstanding at the end of period 639.145.902 344.482.684
Average price of the UBI share - in euro (average of the official prices quoted daily by Borsa 
Italiana Spa) 20,133 20,607

Minimum price (recorded during trading) - in euro 17,780 18,490
Maximum price (recorded during trading) - in euro 22,680 22,680
Unit dividend - in euro 0,95                      0,80                      
Dividend yield (dividend per share/average price) 4,72% 3,88% 
Dividend totals - in euro (*) 607.188.606,90    511.316.721,60    
Pay-out ratio (total dividends/pro-forma, reclassified consolidated profit for the year) 64,6% 60,0%
Consolidated shareholders’ equity (excluding profit for the period) per share - in euro 17,10 12,70
Stock market capitalisation at the end of period - in millions of euro 11.974 7.158

Price/book value (Stock market capitalisation at end of period/consolidated net assets) 1,10 1,64

EPS - Earning per share - in euro (consolidated net profit per share pursuant to  IAS 33)** 1,644 1,793

Price/earning - in euro (average price/consolidated profit per share) 12,2 11,5  
(*) The dividends actually distributed in 2006 amounted to 275.586.147,20 euro for the dividends on the former BPU Banca shares 

existing as at 31st March 2007, to which dividends amounting to  235.730.574,40 euro must be added, originated by drawing on the 
issue premiums reserve and distributed on the  294.663.218 UBI Banca shares that were issued on 1st April 2007 at the service of 
the share exchange with the Banca Lombarda e Piemontese shares.  

(**) The EPS for 2007 takes into account the earnings of the companies of the former BLP Group from 1st January 2007. The EPS for 
2006 relates to the former BPU Banca.  

 
Information concerning share capital  
 
 
As at 31st December 2007, UBI Banca possessed share capital amounting to 1.597.864.755 
euro and consisting of 639.145.902 ordinary shares with a nominal value of 2,50 euro; all the 
outstanding shares had normal dividend entitlement from 1st January 2007.  
 
The share capital was increased during the year from 861,2 million euro to 1.597,9 million by 
the issuance of 294.663.218 new shares at the service of the merger with Banca Lombarda e 
Piemontese.  
 
The legislation in force relating to ‘popular’ co-operative banks (Art. 30 of the Consolidated 
Banking Act), which is also cited in Article 18 of the Corporate By-Laws, limits the percentage 
interest of the share capital that may be owned by registered and unregistered shareholders to 
0.50% of the share capital.  
The limit on the size of shareholdings does not apply to collective investment companies, 
which are subject to the limits laid down in the rules of each of them.  
Each registered shareholder may cast only one vote, irrespective of the number of shares held.  
 
Under Article 120 of the Consolidated Law on Finance, persons holding more than 2% of the 
share capital in a share issuer which has Italy as its state of origin must notify this to the 
company and to the CONSOB (Italian securities market authority).  
 
At the date of this report no positions greater than 2% had been notified, other than those 
originating at the time of the merger of Banca Lombarda e Piemontese and this was also 
confirmed by  dividend payment information received by intermediaries. These positions 
related to the following:  

- Carlo Tassara Spa, with 2,282%;  
- Fondazione Cassa di risparmio di Cuneo, with 2,278%;  
- Fondazione Banca del Monte di Lombardia, with 2,255%.  

 
In accordance with Art. 30 of the Consolidated Banking Act, the Bank proceeded to inform 
those concerned of the prohibition on holding more than 0,50% of the share capital.  
 
Furthermore, the following reports were received during the year:  

- at the end of March, Wellington Management Company Llp, a well established asset 
management company located in the United States, which in February 2007 had 
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reported that it had reached 3,026% of the share capital of BPU Banca, informed the 
Bank that it had brought its investment below the 2% threshold;  

- Fidelity International Limited, a major independent asset management company in the 
world, which had declared in August that it had reached 2,006% of the share capital of 
BPU Banca, fell below 2% of the post merger share capital of UBI Banca;  

 
On the basis of an updating of the shareholders’ register, as at 31st December 2007, registered 
shareholders numbered 89.103 after acquiring those shareholders of Banca Lombarda who, as 
a result of the share exchange, had become the owners of at least one share of UBI Banca. 
They held more than 65% of the share capital, as resulted from records of the last dividend 
payment.  
If account is also taken of the shareholders who are not listed in the shareholders’ register, 
then the total of registered and unregistered shareholders numbered approximately 153 
thousand.  
More than 30% of the share capital is held by institutional investors, mainly in the USA, in the 
UK and in Europe (including Italy).  
 
To complete the information on shares, UBI Banca received information concerning the 
constitution of two associations formed by groups of registered and unregistered shareholders 
during the course of 2007, which are not recognised. Further information on these matters is 
given in the “Report on the Corporate Governance of Unione di Banche Italiane Scpa” attached 
to this report.  
 
 
 
Information on shareholder structure pursuant to Art. 123-bis 
of Legislative Decree 58/1998  (Consolidated Law on Finance) 
(as amended by Legislative Decree No. 229 of 19th November 2007)  
 
 
In compliance with Art. 123-bis of the Consolidated Law on Finance, this section summarises 
the information, and adds to it where necessary, on share ownership which, moreover, has 
often already been reported in other parts of this publication.  

a) The share capital of UBI Banca Scpa is composed entirely of ordinary shares traded on the 
Mercato Telematico Azionario (screen based stock market) managed by Borsa Italiana Spa 
and as at 31st December 2007 it amounted to 1.597.864.755 euro divided into 
639.145.902 shares with a nominal value of 2,50 euro each, and on that same date 
registered shareholders numbered 89.103.  

b) There are no restrictions on the transfer of shares, since the shares are transferable in 
accordance with the law (Art. 15 of the Corporate By-Laws, available on the website 
“www.ubibanca.it in the English part in the section Corporate Governance, Corporate 
Documents”). Since it is a “popular” bank, there is a limit on shareholdings pursuant to 
Art. 30 of the Consolidated Banking Law and to Art. 18 of the Corporate By-Laws, which 
states that no shareholder may hold more than 0,50% of the share capital  (this limit does 
not apply to collective investment companies for which  limits laid down in the rules of 
each of them apply).  
Acceptance clauses exist solely for admission to the status of registered shareholder, 
decided by the Management Board, in the light, amongst other things, of general criteria 
indicated by the Supervisory Board, with regard exclusively to the objective interests of the 
Bank and observance of the spirit of a co-operative bank (see Art. 9 of the Corporate By-
Laws).  

c) Equity investments considered significant pursuant to Art. 120 of the Consolidated Law on 
Finance existing as at the date of this report are those communicated following the merger 
by incorporation of Banca Lombarda e Piemontese, relating to former shareholders of the 
merged bank. They are the equity investments relating to Carlo Tassara Spa (2,282%), to 
the Fondazione Cassa di Risparmio di Cuneo (2,278%) and the Fondazione Banca del 
Monte di Lombardia (2,255%).  

d) There are no shares which confer special controlling rights over UBI Banca.  
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e) There are no share investment programmes for employees at UBI Banca which exclude the 
direct exercise of voting rights.  

f) The exercise of voting rights is subject above all to acquiring the status of registered 
shareholder which is acquired following approval for admission by the Management Board, 
with enrolment in the Shareholders Register. Those persons in possession of the right to 
vote for which the communication has been made to the Bank by the intermediary 
appointed in accordance with Art. 2370 of the Italian Civil Code and with any special 
provisions of the law or regulations at least 2  working days prior to the date set for the 
first session may participate in General Meetings in accordance with the provisions of the 
law.  
Registered shareholders may not withdraw shares or the relative certification before the 
meeting has taken place.  
Only persons who have been registered shareholders for at least 90 days from the date of 
entry in the shareholder register may attend the general meetings, exercise voting rights 
and be eligible for appointment to corporate bodies (Art. 25 of the Corporate By-Laws)  
In compliance with Art. 30 of the Consolidated Banking Act and Art. 26 of the Corporate 
By-Laws, registered shareholders have only one vote, irrespective of the number of shares 
held.  
Rights over capital and profits are in proportion to the shares owned (Art. 17 of the By-
Laws); nevertheless if a shareholder fails to transfer ownership of shares in excess of the 
0,50% limit of the share capital within one year1 of the violation being reported by the 
Bank, the relative ownership rights maturing up to the time of the sale of the excess 
shares are acquired by the Bank.  

g) The Bank has received communications concerning the constitution of two unrecognised 
associations “Associazione Banca Lombarda e Piemontese” and “Gli Amici di UBI Banca”, 
whose members have fulfilled public disclosure obligations, although they are not 
considered as qualifying as shareholder pacts pursuant to Art. 122 of the Consolidated 
Law on Finance (see in this respect the “Report on the Corporate Governance of Unione di 
Banche Italiane Scpa” attached to this report and available on the Bank’s website: 
“www.ubibanca.it  in the  English part in the section Corporate Governance, Corporate 
Documents”).  

h) The regulations for the appointment and replacement of directors and members of the 
Management and Supervisory Boards and for amendments to the Corporate By-Laws are 
contained in those By-Laws and in the “Report on the Corporate Governance of Unione di 
Banche Italiane Scpa”.  

i) No authorisations exist as at the date of this report  for increases in the share capital or for 
the issue of convertible bonds.  
As concerns the purchase of own shares, a shareholders’ meeting of 5th April 2007 
authorised the Management Board – until the shareholders’ meeting convened to pass 
resolutions for the distribution of profits for the year ended 31st December 2007 – to 
purchase own shares at a price not higher than the official price or the closing price in the 
market session prior to each individual transaction to be charged to the “reserve for the 
purchase of own shares” amounting to 64.203.000,00 euro, with the further limit that the 
shares held as a result of the trades made do no exceed a maximum number equal to 1% 
of the share capital.  
That same shareholders’ meeting also authorised the Management Board to sell all or part 
of the own shares that the Bank might hold at a price not less than the official price or the 
closing price in the session prior to each individual sales transaction, with the 
understanding that the amount from the sale of the shares held returns, up until the 
carrying value, to the funds held in the “reserve for the purchase of own shares”.  
The mandate to the purchase own shares was not exercised in 2007 and in the period up 
until the date of this report.  

l) The shareholders’ agreement signed on 18th January 2008 by UBI Banca and the 
Prudential USA concerning the joint venture, UBI Pramerica SGR Spa (“SGR”) grants rights 

                                               
1  Art. 28-bis of Decree Law No. 248 of 31st December 2007, converted into Law No. 31 of 28th February 2008 set back 

the time limit for the sale of equity investments in excess of 0,50% of the share capital held in “popular” co-operative 
banks as at 31st December 2007 by one year.  
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to purchase to the parties (call options) if certain predetermined events occur. More 
specifically, in the event of a “change of control” of UBI Banca (this being understood as 
any operation whereby i) an entity directly or indirectly purchases more than 30% of the 
share capital with voting rights of UBI Banca; ii) UBI Banca merges or performs another 
extraordinary operation with another legal entity and as a consequence UBI Banca ceases 
to exist or the legal entity party to the operation holds more than 30% of the share capital 
with voting rights subsequent to the operation; iii) the sale, rent, transfer or other 
analogous operation by which UBI Banca transfers all or a substantial part of its business 
to another legal entity), Prudential USA has the right to make a communication to UBI 
Banca which allows the latter to exercise a call option on the entire investment held by 
Prudential USA in the SGR. If that option is not exercised, Prudential USA has, as an 
alternative, the right i) to purchase the entire interest held in the SGR by the UBI Banca 
Group, or an interest which allows it to hold 65% of the share capital of the SGR; ii) to give 
a mandate to an investment bank to sell the entire share capital of the SGR to a third 
party.  

m) In December 2003 an agreement was signed between BPU Banca (now UBI Banca) and  
Giampiero Auletta Armenise which, renewing and adding to the clauses contained in the 
agreement signed on 6th December 2001 between him and Banca Popolare Commercio e 
Industria, grants the following rights to Giampiero Auletta Armenise:  
• a “special employment termination indemnity” in all cases in which his employment as 

an executive officer ceases, with the exception of dismissal for just cause, in addition to 
that of his employment contract, amounting to 5.000.000,00 euro increased on the 
basis of the ISTAT consumer price index with baseline of January 2007;  

• certain “guarantees” to be paid to the Chief Executive Officer as a senior manager, if his 
contract of employment should terminate by his own initiative on the occurrence of 
certain events, as follows:  
- in the event of a successful hostile takeover bid or the transformation of the Parent 

Bank into an ordinary Spa (joint stock company) not desired by the governing body 
of the bank, provided it is not imposed by law, Giampiero Auletta Armenise shall 
have the right to terminate his contract of employment and the right to receive a 
payment of 3.000.000,00 euro;  

- in relation to the plans for the growth of the Bank, in consideration of the Group’s 
desire to continue to perform a business combination role in which it promotes and 
leads combination processes, it is envisaged that Giampiero Auletta Armenise will 
occupy the same position (that of Chief Executive Officer) in the Parent Bank of a 
new conglomerate resulting from a merger as that currently occupied in the Group. 
Alternatively, if for reasons outside his control it is not feasible to appoint him to 
that same position, if he exercises his right to terminate his contract of employment 
Giampiero Auletta Armenise will have the right to receive the gross sum of 
2.000.000,00 euro reduced to 750.000,00 euro gross if he does not terminate that 
contract.  

The amounts of the aforementioned indemnity guarantees are increased annually on 
the basis of changes in the ISTAT consumer price index, with base-line of January 
2003.  
Each guarantee comprises all the indemnities (including those for change of duties, of 
period or notice and supplementary rights) provided in the applicable labour 
agreements and any other compensatory or indemnifying claims there might be. The 
aforementioned “guarantees” are not cumulative, with the exception therefore of the 
“special employment termination indemnity”.  

 
 
 
Own shares  
 
 
As at 31st December 2007, UBI Banca held none of its own shares and it neither purchased or 
sold shares during the year (notes to the accounts, Part B, Liabilities Section 14, Table 14.3)  
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Report on the admission of new registered shareholders  
 
In compliance with the reporting obligations under paragraph 5 of Art. 2528 of the Italian Civil 
Code, we report that 1.010 applications were presented in 2007 for admission to the status of 
registered shareholder, all of which were accepted. In detail, 961 applications were received 
through banks in the Group and the remaining 49 through non Group intermediaries.  
The applications presented in the first three months of the year, prior, that is, to the merger of 
Banca Lombarda e Piemontese into BPU Banca, totalling 525, were assessed by the Board of 
Directors of BPU Banca in compliance with the Corporate By-Laws then in force.  
From 1st April 2007 until the end of the year, 485 applications for admission to registered 
shareholder status were presented and examined by the Management Board of UBI Banca in 
compliance with the provisions of articles 6-8 and 9 of the new Corporate By-Laws.  
 
Furthermore, as an exception to the regulations concerning the admission of new registered 
shareholders, transitory regulation I of the new Corporate By-Laws allowed holders of shares 
in the Banca Lombarda e Piemontese, who, due to the exchange ratio for the merger held as at 
1st April at least one share of UBI Banca, to be enrolled in the shareholders register without 
the need of any procedure and/or other formality.  
The application of the transitory regulation resulted in the enrolment of 33.146 registered 
shareholders2.  
 
 
 
Report on mutual objects  
(in accordance with Art. 2545 of the Italian Civil Code)  
 
 
In accordance with its model as a ‘popular’ bank, UBI Banca not only orients its operating 
policies towards the production of value in general, but also towards achieving the mutual 
objects intrinsic in its institutional model, both through initiatives directed to grant 
concessions directly to its registered shareholders and through numerous actions to support 
the local economies of the areas in which the bank operates traditionally.  
 
The package termed “Value Project”, is important with regard to the first aspect. It is a set of 
banking and insurance concessions, free of charge destined exclusively to the registered 
shareholders of the Bank. The banking concessions are reserved to those who hold a current 
account and have shares in the Bank deposited with banks in the Group, while the insurance 
policies are for registered shareholders in general.  
More specifically, the Value Project allows registered shareholders to save on the monthly 
charges on some of the Duetto bundled accounts, it exempts them from assessment charges 
for home mortgage and personal loans and grants them loans at special rates to meet the 
costs of their children’s education.  
Young registered shareholders are exempted from charges for activating prepaid and 
rechargeable cards.  
As concerns insurance, the Value Project grants, free of charge, a family civil liability policy, 
an accident life or permanent invalidity policy, a safe withdrawal policy which pays damages 
for thefts or robberies occurring during paying in or withdrawal operations and a daily 
indemnity in case of hospitalisation caused by an accident.  
 
Again with regard to initiatives on behalf of shareholders and more specifically also to increase 
the loyalty of registered shareholders and to provide an incentive to participate in shareholder 
events as a pivotal moment of meeting and discussion on the life of the bank, a three-year 
competition is currently in progress in which prizes are drawn for registered shareholders 
attending meetings.  
 
As concerns support for the local economies in the areas in which the Bank operates 
traditionally through its Group, decisions are made as part of the social responsibility 

                                               
2  The number relates to shareholders from Banca Lombarda who were not already registered shareholders of BPU 

Banca at the time of the share exchange.  
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orientation of the Bank which reflects the “historical” mission of being a ‘Popular Bank’ 
strongly rooted in the social and economic life of the community committed to the promotion 
of harmonious and lasting development, thereby interpreting and implementing the original 
co-operative objects of ‘popular’ banks in a new and broader manner.  
 
The decision to aim at being a main bank of choice for customers is borne out by 
organisational structure of the branch networks which form part of the federation of the 
Group’s banks characterised by a common vocation: strongly rooted in local areas, attention to 
the needs of local financial, industrial and economic communities and a strong orientation to 
serve families and small to medium size enterprises.  
 
These banks, which are operationally and juridically autonomous, are organised on a federal 
model according to a principle of complementarity, which allows the integration of the different 
corporate histories and cultures of which the UBI Banca Group is formed.  
 
The Group has grown in this way to cover a large part of the Italian regions with banks which 
originated in them and which have gradually opened new branches or merged with other local 
realities to achieve a particularly large share of branches in their provinces of origin. That is 
why the role of the branch networks is emphasised in the Group’s banks: their primary 
objective is to focus on longstanding links with local communities and to conserve traditional 
relationhips between bank and customer.  
 
A federal model was chosen to safeguard and develop this valuable heritage of relations 
maintaining the strong identity and role of local banks. These have developed a network of 
stable long lasting relationships which create value in local communities with customers 
which consist almost entirely of families and small business operators.  
 
The branches are not concentrated in a few large centres, but are spread throughout almost 
1.200 municipalities.  
 
In order to better direct the Bank’s operations to assist business communities in the very 
many local realities in which the Group is present, it works with trade associations and 
guarantee bodies that represent local communities, by means of conventions for the purpose 
of granting ordinary loans and also specific loans to develop the competitiveness of small to 
medium sized enterprises.  
As specifically concerns firms operating in areas of high specialisation that have been 
identified and are served by each of the banks in the Group, it is planned, as part of the 
“Industrial Districts Project” started in 2006, to offer targeted commercial packages using the 
vast range of products and services that the Group is able to offer. The product companies 
play a key role here in fields that include business advisory services, innovative finance, easy-
term credit, leasing and electronic commerce (see the section on the Corporate Market in the 
Report on Consolidated Operations).  
 
Finally constant attention continues to be paid to the development of new products and 
services with particular reference to social and environmental issues. One issue that has been 
addressed in recent years, of great importance, is that of the social inclusion of disadvantaged 
groups and of immigrant citizens from outside the European Community in particular. Local 
institutions and trade associations are involved with the dual task of indicating cases worthy 
of attention and of guaranteeing that finance consisting of very small loans actually arrives at 
its destination for social welfare purposes and to support entrepreneurial initiatives and study 
and retraining courses for those groups in the population.  
 
Work has been in progress in this direction for some time now with a project named “InItaly” 
which involves funding and lending products and banking and insurance services dedicated to 
immigrants from outside the European Community and more generally to disadvantaged 
groups in society and to voluntary associations.  
In recent years, in consideration of the increasing gravity of environmental problems, the 
Group has introduced specific products to support the environment and initiatives to reduce 
polluting emissions by private individuals and businesses (the “My city” and “Energy Space” 
projects).  
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Attention to local needs is also borne out by the numerous initiatives to provide social, 
cultural, scientific, welfare and environmental support performed directly by the Group’s 
network banks, which are flanked by initiatives by the Parent Bank and by the Foundations 
created by the Group, the Banca Banca Popolare di Bergamo Onlus, Banche Popolari Unite 
per Varese Onlus, Fondazione CAB and Fondazione Banca San Paolo di Brescia (see the 
special section in the Report on Consolidated Operations).  
 
More specifically, in accordance with their Corporate By-Laws, the principal Banks in the 
Group grant a part of their profits to charitable, humanitarian, social, cultural and artistic 
purposes and the Bank promotes its image by linking its brand name to associations and 
personalities in the worlds of voluntary work, culture and sport which provide positive 
examples to the community. Action was taken in 2007 involving funds totalling more than 23 
million euro; they are above all small initiatives which contribute through the awareness of the 
banking branches to the life of hundreds of organisations and associations, both church 
associated and others, spread throughout the community to fuel intense activity that is 
important to individual local areas.  
 
 
Initiatives to reform legislation on ‘popular’ co-operative banks  
 
 
In recent years the Italian Parliament has attempted on several occasions to examine the 
legislation governing “popular” banks with a view to making changes with regard to the 
maximum limit on shares that may be held by individual and institutional investors.  
UBI Banca has expressed its opinion in favour of raising the limits on shareholdings, but at 
the same time conserving the regulations on “popular” banks, especially with regard to the 
principle of per capita voting.  
 
 
 
Shareholdings of management and supervisory bodies, the 
General Manager and executives with strategic responsibilities  
 
 
The information required under Art. 79 of the Issuers Regulations (CONSOB Resolution No. 
11971 of 14th May 1999 and subsequent amendments and additions) is given in Part H of the 
notes to the accounts, with regard to relations and business with related parties.  
 
 
 
De jure and delegated powers of the corporate bodies  
(Consob recommendation No. 97001574 of 20th February 1997)  
 
 
Information concerning the powers of the governing bodies of Unione di Banche Italiane Scpa,  
is given, in accordance with CONSOB  Recommendaton No. 97001574 of 20th February 1997, 
in the report on corporate governance attached to this publication.  
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Other information  
 
 
 
Amendments to corporate by-laws  
 
 
On 10th October 2007, after first consulting the Management Board, the Supervisory Board of 
UBI Banca, having obtained the approval of the Bank of Italy (dated 29th August 2007), 
approved amendments to articles 44 and 45 of the Corporate By-Laws (composition and 
election of the Supervisory Board), revised in the light of the new measures concerning the 
appointment of the management and control bodies introduced by the CONSOB with 
resolution No. 15915/2007, to implement articles 147 ter and 148, paragraph 2 bis, of the 
consolidated law on finance.  
 
On 18th March 2008, the Management Board resolved, on the basis of an authorisation 
granted by the Supervisory Board on 12th March 2008, to submit a proposal to amend the 
following articles of the Corporate By-Laws:  
- Article 13: details of the procedures for rejecting registered shareholder applications;  
- Article 16: reformulation of the text of the article which disciplines failure of registered 

shareholders to meet obligations towards the Bank with the possibility of forced execution 
of the shares of the registered shareholder by the Bank;  

- Article 18: application of the provisions of the legislation in force when the limits on share 
ownership are exceeded;  

- Article 22: compliance with the new provisions of Art. 154-ter of the Consolidated Finance 
Act with regard to the time limits for the approval and subsequent publication of annual 
reports;  

- Article 45: reduction of the time limits for the presentation of lists for the election of 
members of the Supervisory Board, not only in the case of the presentation of a single list, 
but also in the cases provided for by the legislation in force;  

- Article 52: repeal, with regard to the distribution of net profit, of the clause contained in 
letter a) of paragraph 4 which allocates 2.75% of that profit for “social securities and 
allowances for the benefit of personnel to be used first of all for the needs of the corporate 
social security and assistance institutions; any remaining amount can be disbursed at the 
discretion of the Management Board”. Following the proposed repeal of that clause, those 
costs, which on the basis of the by-laws currently in force were incurred by drawing on a 
share of net profit for the year, will be recognised within staff costs in the income statement 
starting from 2007.  

 
With regard to article 52, a similar proposal will be put to a General Meeting of the 
Shareholders of Banca Popolare di Bergamo to repeal letter a), paragraph 1 of article 31 of its 
Corporate By-Laws.  
The repeal of those clauses, which are present within the Group solely in the Corporate By-
Laws of UBI Banca and Banca Popolare di Bergamo, will allow uniform accounting treatment 
of staff social security and pension expenses in all the banks in the Group. Furthermore the 
repeal has already been agreed upon with all the trade union organisations concerned.  
 
Consistent with the proposal to amend the Corporate By-Laws, a cost of 8 million euro, 
corresponding to the amount allocated by a general meeting of UBI Banca Scpa  when 
distributing profits for 2006, will be recognised within “Staff costs” starting with the financial 
statements as at and for the year ended 31st December 2007. To allow a uniform comparison, 
the amount of 7,5 million euro relating to the distribution of profits for 2005 was similarly 
added to the item “Staff costs” for 2006.  
As from the financial year 2008, staff pension and social security expenses will no longer be 
indexed to profits in any way.  
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Litigation  
 
 
Information on corporate litigation currently pending concerning UBI Banca is given in the 
consolidated report, which may be consulted.  
 
 
 
Fiscal consolidation  
 
 
Information on the perimeter of the fiscal consolidation within which UBI Banca performs its 
role as the consolidating company is given in the relative section of the consolidated report 
which may be consulted.  
 
 
 
Impacts of the 2008 Finance Act  
 
 
As concerns the adjustments in the individual company financial statements made to deferred 
tax assets/liabilities to comply with the new tax measures introduced from 2008, the effects of 
those adjustments had a positive impact on the income statement amounting to 142.318 
thousand euro and a positive impact on shareholders’ equity of 1.391 thousand euro.  
 
 
 
Legislation on the protection of personal data  
(Legislative Decree No. 196 of 30th June 2003). 
 
 
In compliance with Art. 34 of Legislative Decree No. 196 of 30th June 2003, “Legislation on the 
protection of personal data”, we report that the periodical update of the Security Programme 
Document was completed on time within the legal time limits.  
 
The document contains a description of the aspects prescribed by that legislation as specified 
by rule 19 of the technical regulations in attachment B of that law.  
 
 
 
 

Business outlook  
 
 
 
Information in this respect is given in the corresponding section of the consolidated report 
which may be consulted.  
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Proposal for the distribution of net profit 
for the year  
 
 
The proposal for the distribution of net profit, which reflects the new formulation of Art. 52 of 
the Corporate By-Laws to be submitted for approval to an Extraordinary General Meeting of 
the Shareholders on 29th April/10th May 2008, is as follows:  
 

Profit for the year Euro 827.781.487,47

10% to the legal reserve Euro -82.778.148,75 

allocation to the extraordinary reserve Euro -126.000.000,00 

Remaining profit Euro 619.003.338,72
1,5% to the Board of Directors for charitable, humanitarian, social, cultural 
and artistic purposes

Euro -9.285.050,08 

Euro 609.718.288,64

quota to the unavailabe reserve pursuant to Art. 6 Legislative Decree 38/2005 Euro -2.268.337,25 

Euro 607.449.951,39
Euro 0,95 for each of the  639.145.902 ordinary shares with dividend 
entitlement 1st January 2007

Euro 607.188.606,90

to retained profit Euro 261.344,49

 
Payment of the dividend, if approved, will start on 19th May 2008 (value date 22nd May 2008), 
against coupon No. 6.  
 
As a result of the tax reform which came into force on 1st January 2004, there is no tax credit 
on the dividend and, depending on who receives it, it is either subject to a withholding tax or 
part of it constitutes taxable income.  
 
 
 
Bergamo, 26th March 2008  

 
THE MANAGEMENT BOARD  
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Balance Sheet  
 

Amounts in euro  
ASSETS  31.12.2007  31.12.2006

10. CASH AND CASH EQUIVALENTS 66.811.780 69.407 

20. FINANCIAL ASSETS HELD FOR TRADING 2.753.771.831 1.367.814.664 

30. FINANCIAL ASSETS AT FAIR VALUE 981.147.602 3.307.107.344 

40. AVAILABLE-FOR-SALE FINANCIAL ASSETS 2.060.908.877 401.517.027 

50. HELD-TO-MATURITY FINANCIAL ASSETS 1.244.574.348 1.247.629.436 

60. LOANS TO BANKS 19.920.668.071 11.928.573.244 

70. LOANS TO CUSTOMERS 10.054.679.441 2.648.068.089 

80. HEDGING DERIVATIVES 48.974.964 7.429.371 

100. EQUITY INVESTMENTS 11.606.918.299 5.511.788.461 

110. PROPERTY, PLANT AND EQUIPMENT 678.204.768 656.866.150 

120. INTANGIBLE ASSETS 588.673.152 49.834.270 

of which:

- goodwill 569.694.244 - 

130.  TAX ASSETS 528.085.059 307.951.243 

a) current 470.931.733 255.611.991 

b) deferred                57.153.326 52.339.252 

140. NON CURRENT ASSETS AND DISPOSAL GROUPS HELD FOR SALE 43.866.288 - 

150. OTHER ASSETS 1.404.608.222 926.685.950 

Total assets 51.981.892.702 28.361.334.656 

 
The comparative figures refer to BPU Banca as at 31st December 2006. In consideration of the standardisation of accounting policies 
made necessary by the merger which gave rise to UBI Banca and also of the change in the accounting treatment relating to defined 
employee benefit plans, the figures as at 31st December 2006 have been changed with respect to those already published. The notes to 
the tables furnishing details or the section “Part A - Accounting policies” may be consulted for further information in this respect. 
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Amounts in euro  

LIABILITIES AND SHAREHOLDERS’ EQUITY  31.12.2007  31.12.2006

10. DUE TO BANKS 20.973.930.326 14.194.835.511 

20. DUE TO CUSTOMERS 2.404.113.157 1.346.896.796 

30. SECURITIES  ISSUED 14.657.253.010 7.090.786.564 

40 FINANCIAL LIABILITIES HELD FOR TRADING 842.340.914 166.083.152 

60. HEDGING DERIVATIVES 54.000.672 36.100.313 

80 TAX LIABILITIES 606.325.952 258.876.278 

a) current 458.290.466 230.654.671 

b) deferred 148.035.486 28.221.607 

100. OTHER LIABILITIES 1.421.758.260 1.045.078.941 

110. STAFF SEVERANCE PAYMENTS 51.037.372 52.192.849 

120. PROVISIONS FOR LIABILITIES AND CHARGES 8.992.739 7.083.201 

a) pension and similar obligations - - 

b) other provisions 8.992.739 7.083.201 

130. VALUATION RESERVES 24.455.922 52.598.018 

160. RESERVES 1.411.660.076 1.206.998.740 

170. SHARE PREMIUMS 7.100.378.060 1.545.610.688 

180. SHARE CAPITAL 1.597.864.755 861.206.710 

200. PROFIT (LOSS) FOR THE YEAR (+/-) 827.781.487 496.986.895 

Total liabilities and shareholders’ equity 51.981.892.702 28.361.334.656 

  
The comparative figures refer to BPU Banca as at 31st December 2006. In consideration of the standardisation of accounting policies 
made necessary by the merger which gave rise to UBI Banca and also of the change in the accounting treatment relating to defined 
employee benefit plans, the figures as at 31st December 2006 have been changed with respect to those already published. The notes to 
the tables furnishing details or the section “Part A - Accounting policies” may be consulted for further information in this respect.  
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Income statement  
Amounts in euro  

 31.12.2007  31.12.2006

10. INTEREST INCOME AND SIMILAR                                                                                                                                                       1.242.693.344 573.421.381 

20. INTEREST EXPENSE AND SIMILAR (1.426.879.264) (659.466.267) 

30. NET INTEREST INCOME (184.185.920) (86.044.886) 

40. COMMISSION INCOME 41.966.254 13.869.912 

50. COMMISSION EXPENSES (24.125.934) (19.106.309) 

60. NET COMMISSION INCOME 17.840.320 (5.236.397) 

70. DIVIDEND AND SIMILAR INCOME 972.115.339 509.394.868 

80. NET PROFIT (LOSS) ON TRADING 23.706.164 19.409.104 

90. NET PROFIT (LOSS) ON HEDGING ACTIVITY 1.514.219 251.935 

100. PROFIT (LOSS) ON DISPOSAL OR REPURCHASE OF: 24.119.830 66.989.925 

a) loans - - 

b) available-for-sale financial assets 23.989.473 66.953.269 

c) held-to-maturity financial assets - - 

d) financial liabilities 130.357 36.656 

110. NET INCOME OF FINANCIAL ASSETS/LIABILITIES AT FAIR VALUE 1.549.218 - 

120. GROSS INCOME 856.659.170 504.764.549 

130. NET IMPAIRMENT LOSSES ON: (7.135.038) (540.801) 

a) loans (1.208.130) (447.657) 

b) available-for-sale financial assets (43.142) (61.489) 

c) held-to-maturity financial assets - - 

d) other financial transactions (5.883.766) (31.655) 

140. NET FINANCIAL OPERATING INCOME 849.524.132 504.223.748 

150. ADMINISTRATIVE EXPENSES (476.333.716) (340.050.308) 

a) staff costs (268.712.147) (191.535.300) 

b) other administrative expenses (207.621.569) (148.515.008) 

160. NET PROVISIONS FOR LIABILITIES AND CHARGES (3.731.682) (3.157.568) 

170. NET IMPAIRMENT LOSSES ON PROPERTY, PLANT AND EQUIPMENT (59.287.621) (42.543.184) 

180. NET IMPAIRMENT LOSSES ON INTANGIBLE ASSETS (35.696.620) (25.232.332) 

190. OTHER OPERATING INCOME (EXPENSE) 297.557.438 294.320.505 

200. OPERATING COSTS (277.492.201) (116.662.887) 

210. PROFITS (LOSSES) OF EQUITY INVESTMENTS (278.660) 57.146.606 

240. PROFITS (LOSSES) ON DISPOSAL OF INVESTMENTS 256.334 (6.542) 

250. PROFIT (LOSS) ON CONTINUING OPERATIONS BEFORE TAX 572.009.605 444.700.925 

260. TAXES ON INCOME FOR THE YEAR FOR CONTINUING OPERATIONS 255.849.530 52.285.970 

270. AFTER TAX PROFIT (LOSS) ON CONTINUING OPERATIONS 827.859.135 496.986.895 

280. PROFIT (LOSS) AFTER TAX OF DISPOSAL GROUPS HELD FOR SALE (77.648) - 

290. PROFIT (LOSS) FOR THE YEAR 827.781.487 496.986.895 

 
The comparative figures refer to BPU Banca as at 31st December 2006. In consideration of the standardisation of accounting policies 
made necessary by the merger which gave rise to UBI Banca, the figures to 31st December 2006 have been changed with respect to 
those already published. The notes to the tables furnishing details or the section “Part A - Accounting policies” may be consulted for 
further information in this respect.  
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Statement of changes in shareholders’ equity in 2007  
 

Reserves
Dividends and 

other uses
New share issues

Purchase of 
own shares

Extraordinary 
distribution of 

dividends

Change in 
capital 

instruments

Derivat-    
ives on own 

shares
Stock options

Share capital:

a) ordinary shares 861.206.710 - 861.206.710 - - - 736.658.045 - - - - - - 1.597.864.755

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

1.545.610.688 - 1.545.610.688 - -235.364.862 - 5.790.132.234 - - - - - - 7.100.378.060

Reserves:

a) of profits 965.993.983 - 965.993.983 206.698.690 -903.785 7.982.926 - - - - - - - 1.179.771.813

b) other 241.004.757 - 241.004.757 - - -9.116.494 - - - - - - - 231.888.263

Valuation reserves:

a) available for sale 26.706.607 - 26.706.607 - - -32.208.811 - - - - - - - -5.502.203

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

c) exchange rate differences -242.544 - -242.544 - - - - - - - - - - -242.544

d) special revaluation laws 29.297.305 - 29.297.305 - - - - - - - - - - 29.297.305

e) other -3.163.350 - -3.163.350 - - 4.066.715 - - - - - - - 903.365

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

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

Profit (loss) for the year 496.986.895 - 496.986.895 -206.698.690 -290.288.205 - - - - - - - 827.781.487 827.781.487

Shareholders’ equity 4.163.401.051 - 4.163.401.051 - -526.556.852 -29.275.664 6.526.790.279 - - - - - 827.781.487 10.962.140.301

Balances as at 
01.01.2007

Share premiums

Allocation of prior year profit
Changes during the year

Amounts in euro

Balances as at 
31.12.2006

Changes in 
opening 
balances

Shareholders’ equity as at 
31.12.2007Changes in 

reserves

Transactions affecting equity

Profit (loss) for 
the year

 
 

Following the change in the accounting policy for the staff severance provision and for the health policy, described in the section “Accounting policies”,  the negative amount of 3.163.350 euro, net of taxes,  was 
recognised in the balances as at 31st  December 2006 of the item: valuation reserves e) other”.  
The amount of 7.982.926 euro was recognised in “Changes in reserves of profits”, in relation to the allocation of the share of profits for 2006 to staff social security and pensions, to implement the amendment to Art. 
52 of the Corporate By-Laws.  
The negative amount of 9.116.494 euro in “Changes in reserves, Other”, is composed of the following:  
- a negative amount  of 3.618.367 euro consisting of the transfer to “Reserves of profits” for the effects of the supplementary pension reform;  
- a negative amount of 6.208.722 euro for the recognition of goodwill (net of tax) generated following the acquisition of the depository bank  operations from Banca Regionale Europea S.p.A., treated in the 

accounts as a reduction in reserves because the operation was under common control;  
- a positive amount of 710.595 euro for the recognition of the capital gain (net of tax) generated by the contribution of the company BPU Banca International Sa to UBI Banca International Sa, recognised as an 

increase in reserves because it was an operation under common control.  
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Statement of changes in shareholders’ equity in 2006  
 

Reserves Dividends and other 
uses

New share issues Purchase of own 
shares

Extraordinary 
distribution of 

dividends

Change in capital 
instruments

Derivatives on 
own shares

Stock options

Share capital:

a) ordinary shares 860.123.910 - 860.123.910 - - - 1.082.800 - - - - - - 861.206.710

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

1.943.202.997 - 1.943.202.997 - - -402.628.771 5.036.462 - - - - - - 1.545.610.688

Reserves:

a) of profits 847.018.072 - 847.018.072 118.135.721 840.190 - - - - - - - - 965.993.983

b) other -180.523.046 20.106.666 -160.416.380 - - 402.628.771 - - - - - -1.207.634 - 241.004.757

Valuation reserves:

a) available for sale 61.762.874 - 61.762.874 - - -35.056.267 - - - - - - - 26.706.607

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

c) exchange rate differences
(242.544) - -242.544 - - - - - - - - - - -242.544

d) special revaluation laws 38.894.934 -9.381.069 29.513.865 - - -216.560 - - - - - - - 29.297.305

e) other - -4.187.568 -4.187.568 - - 1.024.218 - - - - - - - -3.163.350

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

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

Profit (loss) for the year 391.357.212 - 391.357.212 -118.135.721 -273.221.491 - - - - - - - 496.986.895 496.986.895

Shareholders’ equity 3.961.594.409 6.538.029 3.968.132.438 - -272.381.301 -34.248.609 6.119.262 - - - - -1.207.634 496.986.895 4.163.401.051

Balances as at 
01.01.2006

Share premiums

Allocation of prior year profit
Changes during the year

Amounts in euro

Balances as at 
31.12.2005

Changes in 
opening balances

Shareholders’ equity as 
at 31.12.2006Changes in reserves

Transactions affecting equity

Profit (loss) for the 
period

 
 
The column Changes in opening balances shows the effects of the use of the  legislation on the tax realignment of property values in accordance with Law No. 266 of 23rd December 2005 (2006 Finance Act) in place of the 
property revaluation. The different tax treatment resulted in an increase in the item “other reserves” of 20,1 million euro and a  decrease in the item “Valuation Reserves: special revaluation laws” of 9,4 million euro.  
Furthermore the statement differs from that presented in the 2006 Annual Report because of the change of the accounting policy for defined employee benefit plans. In this respect the line showing the item “Valuation 
reserves, Other” presents the changes as if the new policy had already been applied starting from 31st December 2005.  
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Statement of cash flows (indirect method)  
  

 

31.12.2007 31.12.2006
amounts in euro

A. OPERATING ACTIVITIES
1. Ordinary activities -89.845.583 -73.629.907

- profit for the year (+/-) 827.781.487 496.986.895

- gains/losses on financial assets held for trading and on financial assets/liabilities at fair value (-/+) -43.566.349 -24.667.025
- gains/losses on hedging activities (-/+) -1.514.219 -251.935
- net impairment losses on loans (+/-) 7.135.039 484.160
- net impairment losses on tangible and intangible fixed assets (+/-) 94.984.242 67.775.516
- net allocations to provisions for liabilities and charges and other expense/income (+/-) -4.114.314 1.790.367
- outstanding taxes and duties (+) 452.165.944 228.719.450
- other adjustments (+/-) -1.422.717.413 -844.467.335

2. Liquidity generated/absorbed by financial assets                -2.960.241.455                 -1.056.380.939
- financial assets held for trading 1.670.706.426 -196.485.383
- financial assets at fair value 2.325.959.742 -72.086.113
- available-for-sale financial assets -822.915.620 624.522.396
- loans to banks: other loans -2.804.232.847 -1.072.233.471
- loans to customers -3.329.759.156 -340.098.368

3. Liquidity generated/absorbed by financial liabilities 2.942.021.542 1.231.202.661
- due to banks and other payables 728.596.334 -1.180.707.420
- due to customers 1.603.175.589 -91.073.758
- securities  issued 803.609.445                   2.678.697.449
- financial liabilities for trading -69.069.869 102.983.183
- other liabilities -124.289.957 -278.696.793

Liquidity generated/absorbed by operating activities -108.065.496 101.191.815
B. INVESTING ACTIVITIES
1. Liquidity generated by 976.334.412 515.786.368
- disposals of equity investments -                                4.673.911
- dividends received on equity investments 905.540.883 500.253.198
- disposals of held-to-maturity financial assets 70.000.000 10.713.420
- disposals of plant, property and equipment 793.529 145.839
2. Liquidity absorbed by -323.855.448 -350.483.110
- purchases of equity investments -209.167.342 -79.049.242
- purchases of held-to-maturity financial assets -64.302.000 -196.709.176
- purchases  of property, plant and equipment                                                                                                           -22.358.237                     -22.753.444
- purchases of intangible assets -19.427.869 -51.971.248
- purchases of business lines -8.600.000 -                                
Net liquidity generated/absorbed by investing activities 652.478.964 165.303.258
C. FUNDING OPERATIONS
- issues/purchases of own shares -                                5.916.560
- distribution of dividends and other uses -526.556.852 -272.381.301
Net liquidity generated/absorbed by funding activities                                                                                       -526.556.852                   --266.464.741
NET LIQUIDITY GENERATED/ABSORBED DURING THE YEAR 17.856.616  30.332

 
LEGEND: 
(+) generated 
(-) absorbed 
 
In consideration of the standardisation of accounting policies made necessary following the merger which gave rise to UBI Banca and also of the 
change in the accounting treatment relating to defined employee benefit plans, the 2006 figures have been changed with respect to those already 
published. The notes to the tables furnishing details or the section “Part A - Accounting policies” may be consulted for further information in this 
respect. One of the most significant movements in 2007 was the item “Other adjustments” under operating activities, which, amongst other things, 
contains the dividends distributed by the network banks amounting to 909,6 million euro.  
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Reconciliation  
 
 
 
Balance sheet items                                                                                                               2007                    2006
Cash and cash equivalents at beginning of year 69.407 39.075
Cash and cash equivalent inflow on 31.03.2007 following the merger 48.885.757 -                      

Total net cash flows for the year 17.856.616                  30.332
Cash and cash equivalents: effect of changes in exchange rates -                      -                      
Cash and cash equivalents at end of year 66.811.780 69.407

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




