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ABRIDGED REPORT ON OPERATIONS

2002 was a difficult year for the world economy. Initial expectations of a recovery were
disappointed and some even feared a repeat of the previous year’s recession. World
GDP rose by 1.4%, no better than in 2001.

Growth in the United States came to 2.4%, which was positive compared with the
collapse that followed September 11, but it was still not enough for America to act as an
engine for other countries, as it usually does. Progressive weakening of the dollar also
lowered the US market’s ability to import goods from abroad. Japan, the world’s second
largest economy, continued to battle with recession (GDP -0.3% in 2002) with no
effective cure in sight. The only really comforting signs came from Asia, with the
Chinese economy continuing to strengthen. China is now the world’s main emerging
economy, also because of the number of people that it represents.

The Euro area only managed 1% growth, a worrying decline after growing a mere 1.4%
in 2001. 2002 was the year in which Europe was meant to take over as the world’s
economic engine; instead, weak performance on the part of the three main countries
(Germany, France and Italy) suggested yet again their dependence on the United States.
Germany, in particular, still seems to be seriously affected by the structural rigidities
that followed unification: in 2002 Europe’s most important economy only managed
0.3% growth, after 0.8% in 2001. The weakness of Europe’s economic cycle is largely
due to the stagnation in consumer spending, up only 0.7%, no doubt conditioned by the
wealth invested in the stock exchange that has gone up in smoke in recent years, and not
helped by the drop in capital expenditure, down 2.4%. Exports are not going well either,
growing by only 1.2%, a trend that is likely to continue in the near future given the
euro’s revaluation on foreign exchange markets.

The Italian economy in 2002 inevitably suffered because of the weakness of its
traditional export markets. GDP is likely to come in at +0.4%, well down on +1.8% in
2001, while industrial output has fallen by 2.1%. Consumer spending has remained
substantially stable (+0.2%) at a time when jobs were being lost, especially in large
companies, and perceived inflation is a good deal higher than the official rate. Capital
investment has been low in Italy as well. But despite this difficult phase, the
unemployment rate has continued to improve, going from 9.5% in 2001 to 9% expected
in 2002. The effect on the public accounts is likely to be fairly dire, with a budget
deficit closer to 2.1% (as in 2001) than the original forecast of 0.5%.

Emilia Romagna has obviously been affected by national trends, but it continues to
show a greater level of entrepreneurial dynamism. Employment is still rising thanks to
the expanding service sector, but above all most businesses in the region are in good
shape, enabling them to cope effectively with the current state of the market. The
province of Rimini has also performed well, turning in a 1.5% increase in the number of
businesses operating during 2002, with miscellaneous services (other than commerce)
and the building sector to the fore. Agriculture continues to slide, while manufacturing
industry has seen a dip in output due to the poor state of the economy. Exports are
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comforting, however, with growth of 2.4% in a year of world-wide stagnation and a
stronger euro. Regional exporters are also showing that they can penetrate new markets,
with central and eastern Europe (+15.8%) and Asia (+15.4%) filling the gap left by
North America (-13.9%).

The tourist season in our province (i.e. January-October) saw a slight contraction in
both visitors (-0.9%) and hotel occupancy (-1.5%), more or less split evenly between
Italian (-1.8%) and foreigners (-0.8%). But considering the worries of a collapse in
tourism that followed September 11 and the poor weather conditions in the summer of
2002, these figures still look more than satisfactory.

The Italian credit and loans market is still conditioned by ongoing uncertainties in the
stock exchange, which have led to a retrenching in the asset management sector and a
switch into more traditional forms of deposit that respond to investors’ need for
liquidity and a low level of risk. Bank bonds grew nationally by 8.9%, while deposits
also went well at +6%. Loans were helped by the fact that interest rates remained low,
turning in growth of 5.9%, mainly for long-term loans.

As regards the local market, the number of banks operating in the province of Rimini
rose from 32 to 33. The number of branches rose even more, from 202 to 225. Indeed,
the latest statistics show that the number of branches per 10,000 inhabitants has risen
from 7.47 to 8.32, overtaking the regional figure (7.64%) and coming in a good deal
higher than the national figure (5.29%). Our direct funding grew by all of 14.7%, a lot
better than the national average, with bonds coming in first, followed by deposits. Loans
also reflected the vivacity of the local economy, rising by 15.2%.

During 2002, at a time when the economy was slowing down and there continued to be
a climate of uncertainty in financial markets, Carim’s efforts concentrated on achieving
its key objectives: operational equilibrium, efficiency and the ability to respond to
customers’ needs, thus reinforcing its position as the bank of reference in the province
of Rimini.

Early 2002 saw completion of training in connection with the new IT system, an
important instrument that should greatly assist our commercial development as it puts
the customer centre-stage. Reorganization has also created structures, the new Areas
rather than Zones, that are much more market-oriented. The ‘Branch Plan” also
received a strong boost during the year, opening three new branches and relocating
another two to areas of greater potential. Four more were then prepared and opened in
early 2003. The key event of the year, in terms of reinforcing our distribution network,
was the acquisition of 27 new branches from the Capitalia Group. This deal, which was
successfully concluded at the end of the year, allowed Carim to start 2003 by expanding
considerably down the Adriatic coast, including regions like Marche, Abruzzo and
Molise, as well as Umbria and Lazio.

Funding during the first half of the year was affected by inflows of capital from abroad

under the so-called ‘Tax Shield”, which boosted the levels of d emand deposits. Free
deposits, current accounts in particular, continued this trend in the second half when
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stock market instability fed investors’ preference for liquidity and low-risk investments,
such as Carim’s own bonds. As for indirect deposits, the range of investment lines was
extended to include above all those kinds of products that give more control over the
risk/return combination or which offer a solution to customers’ insurance needs.

Loans saw strong growth during 2002, helped by low interest rates that are expected to
remain fairly stable in the medium term; an outlook that the business community
appreciates as it allows entrepreneurs to plan ahead and invest for the longer term with
the help of the banking system, more so than in the past. This trend is in line with our
policies, as we are devoted to helping the local economy, especially SMEs and family-
run businesses, granting fairly low amounts individually at relatively low risk. So while
loan volumes have gone up, this has not jeopardized asset quality, as non-performing
loans continue to remain at a very low level.

We gained particular satisfaction from the fact that Carim figured extremely well in
certain rankings. For example, we came in third in Milano Finanza’s ‘Lombard
Superindex”, maintaining our previous year’s position; while we hold first position in
our particular sector of the banking industry. Standard & Poor’s also issued us with
ratings that we are very proud of considering the size of the bank: A- long term;
Outlook ‘Stable™ and A-2 short term. Moreover, the agency main tained its ratings,
including the ‘Stable” outlook, after we bought the branches fr om Capitalia.

The key figures of the Bank are as follows (in millions of Euro):

2002 2001
Net income for the year 12 15
Dividend declared 11 12
Stockholders’ equity, including reserve for
general banking risks 266 267
Subordinated loan 0 0
Total assets 2,334 1,904
Lending:
Loans to customers 1,716 1,356
Due from banks 97 59
Funding:
Due to customers 1,142 874
Due to banks 210 111
No. of employees (*) 506 506
No. of branches (**) 65 62

(*) As from January 1% 2003, the number of employees rises to 678 units as a
consequence of the acquisition of the branches from Capitalia.

(**) The bank’s branches, including those deriving from the acquisition from Capitalia,
totalled 92 as at December 31%, 2002.
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Total funding as of December 31, 2002, including insurance premiums, came to Euro
3,545.05 million, an increase on the prior year of 22.85% (4.52% without the
contribution from the Capitalia branches acquired). Direct deposits (net of repurchase
agreements) totaled Euro 1,572.81 million for an increase of 26.72% (11.86% without
Capitalia). This includes demand deposits which gained 37.05% (+13.85% without
Capitalia), with another good performance by current accounts (+46.15%; +16.94%
without Capitalia) and savings deposits (+15.39%; +6.46% without Capitalia). Overall,
there was a 10.65% increase in all forms of term deposit (9.31% without Capitalia);
Carim bonds were up 11.77% to Euro 469.89 million, while certificates of deposit
increased by 28.45% (-0.35% without Capitalia). Indirect deposits rose overall by
19.93% to Euro 1,972.24 million compared with Euro 1,644.50 million, though this was
mainly due to Capitalia’s contribution.

Deposits from banks totaled Euro 210.34 million at year end (Euro 202.68 million
without Capitalia) compared with Euro 110.96 the previous year.

Loans to customers, before writedowns, amounted to Euro 1,765.15 million, after strong
growth of 26.24% (16.53% without Capitalia), better than both the national and regional
average. The ratio of gross lending to direct deposits, 112.65% at the end of the
previous year, was more or less the same at 112.23% (117.36% without Capitalia).

Total lending was boosted above all by medium/long-term transactions, the majority
assisted by real guarantees and therefore well covered with regard to risk, rising a
further 26.83% to Euro 989.5 million. Short-term lending also rose, to Euro 612.3
million (+2.30%). Our traditional mission to support the local economy is witnessed by
the growth in loans to companies (+15.55%) and family businesses (+5.96%), while
loans to households, which represent 18% of the total, rose by 12.71%. At year-end,
98.19% of all lending was to the private sector (more or less the same as in 2001).

Non-performing positions, net of writedowns, totaled Euro 4.76 million, while the ratio
to gross lending came to 0.30% (0.22% at the end of 2001). Problem loans and loans
being restructured, gross of specific writedowns, came to Euro 35.28 million at year
end, or 2.17% of gross lending, an improvement on 2001 (2.29%). This total also
includes watch-list loans of Euro 23.57 million. These ratios improve if they are based
on total loans, including those from Capitalia, to 0.28% and 2.00% respectively.
Ongoing growth in customer lending again meant less resources available for financial
investments which, net of compulsory reserves, fell from Euro 222.80 million in 2001
to Euro 164.39 million (-24.42%). At a time of high interest rate volatility, we took a
very prudent line in investing Carim’s own portfolio. Loans to banks, net of compulsory
reserves, decreased from Euro 16.56 million in 2001 to Euro 81.93 million (16.8 million
without Capitalia’s temporary balances).

Financial investments as of 31 December 2002 were made up of Euro 214.80 million in
portfolio securities, net of repurchase agreements; Euro 78.00 million in portfolio
securities covered by repurchase agreements; Euro 85.93 million in loans to banks as
above; and Euro 14.95 million in compulsory reserves with the Bank of Italy.
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Deposits from banks totaled Euro 210.34 million (202.60 without Capitalia), compared
with Euro 110.96 million in 2001).

Turning now to the statement of income, thanks to the increase in loan and deposit
volumes and despite rapidly falling interest rates from the second half, the trend in the
interest margin was still positive, gaining 0.61% to Euro 70.65 million. Income from
services fell 11.85% due to lower volumes on the Bank’s own portfolio and customers
switching into Carim’s own bonds. In greater detail, this element saw a decrease in
profits on financial transactions, from Euro 3.26 million to Euro 0.7 million. Net
commission income slipped by 1.83% from Euro 24.99 million in 2001 to Euro 24.53
million.

Net interest and other banking income, i.e. total profit on banking activities, came to
Euro 95.55 million, up on the previous year’s figure of 98.47.

Operating expenses, Euro 50.21 million, were up on the previous year (+4.76%). Of this
total, other administrative costs came to Euro 20.36 million, compared with 19.02.
Amortization and depreciation rose to Euro 13.26 million, showing the substantial
impact of the branches acquired from Capitalia, as well as the revaluation of fixed assets
contributed in 1992 (under Law 218/90) from their value for tax purposes to their
current value (under Law 448/2001).

Adjustments to loans and provisions for guarantees, which also include loan losses,
came to Euro 13.17 million versus Euro 12.53 million (+5.15%) due to the growth in
volumes, also as a result of the Capitalia deal. Writebacks on loans decreased by
20.34%.

Extraordinary income and expense rose by Euro 4.15 million mainly thanks to the
positive outcome of a court appeal against INPS (social security).

Net income for the year amounted to Euro 12.47 million, down Euro 2.85 million on the
previous year (-18.58%), though higher than in 2000 (11.63). The decrease is almost
entirely due to the Euro 9.77 million amortization charge for the year on the goodwill
generated by the Capitalia deal.

The Board is proposing a dividend of 0.47 euro per share, giving a 9.40% return on their
par value.

As of December 31, 2002, stockholders’ equity, including the ‘R eserve for general
banking risks”and net of net income for the year and its alloc ation to reserves, came to
Euro 253.99 million, for an increase of Euro 2.09 million. Stockholders’ equity adjusted
for Bank of Italy reporting purposes once again demonstrates the solidity of the Bank’s
position.

The Bank continues to have around 7,900 stockholders.
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Carim is legally the parent company of CO.RL.T. Rimini e Forli-Cesena S.p.A., a tax
collection agency. Carim still holds 50.1% for a par value of Euro 1.30 million. It is not
consolidated as the subsidiary is considered immaterial.

At December 31, 2002, the Bank had 506 members of staff, of whom 468 permanent,
19 on training contracts and 19 on temporary contracts. From January 1, 2003 they were
joined by the 172 members of staff of the Capitalia branches acquired at the end of the
year.

As regards subsequent events, the ex-Capitalia branches were completely integrated
with the Bank during the early months of 2003. The outlook for 2003 suggests another
very demanding year for the banking industry. Internationally, the economic slowdown
continues, while we will now have to contend with the aftermath of the Iraq war. The
credit market will continue to see rapid change with banks having to cope with a
situation of fierce competition. All in a scenario of continuous innovation: financial,
commercial and operational. The first few months of the new year have seen Carim
involved in managing its latest phase of expansion, introducing the IT system to the new
branches and training up staff that came from three different corporate cultures. As in
the past, Carim will continue in the direction of maximum efficiency, cost containment
and constant attention to customers’ needs in a relationship of openness and trust.
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EXPLANATORY NOTES
EXPLANATORY NOTES -INTRODUCTION
Form and content of the financial statements

The financial statements for the year ended December 31, 2002 comprise the balance
sheet, the statement of income and these explanatory notes, and are accompanied by the
report on operations They have been prepared in compliance with Decree 87/92, which
implemented EC Directive No. 86/635, and regulates the statutory and consolidated
accounts of banks and lending institutions.

These notes explain and analyze the financial results reported; they also include all the
information required by the provisions of Decree 87/1992, and by the implementation
Instructions and Circulars issued by the Bank of Italy, the latest of which are the third
update of “The financial statements of banks: formats and rules for compi lation” dated
July 30, 2002. In addition, they contain all the supplementary information required to
give a true and fair view of the financial and operating position of the Bank, even
though such information may not be specifically required by law. The annual financial
statements are expressed in Euro, without decimals. For this purpose figures in the
captions and sub-captions and "including" have been rounded off, disregarding amounts
that are equal to or less than 50 cents and rounding up amounts over 50 cents to the next
Euro. The sum of these rounding differences has been allocated to "other
assets/liabilities" in the balance sheet and to extraordinary income/expense in the
statement of income. The breakdown between the Euro and foreign currency, as
indicated in the explanatory notes, is understood as being between EMU participating
and non-participating currencies.

Presentation of the explanatory notes

The explanatory notes are divided into sections, each of which illustrates aspects of the
Bank’s operations.

As a rule, each section comprises the financial statement captions and tables. Captions
and tables with zero balances are not included in the notes. The tables are prepared in
accordance with the formats required by the instructions relating to bank financial
statements even if they only contain some of the captions listed.

The sections also contain comments on the captions and tables or descriptions of the
issues involved.

In order to improve the clarity and immediacy of disclosures in the explanatory notes,
additional information has been provided.

In compliance with current legislation, the explanatory notes are expressed in thousands
of Euro, unless stated otherwise.

For this purpose the captions, sub-captions and "including" have been rounded off,
disregarding amounts equal to or less than Euro 500 and rounding up amounts over
Euro 500 to the next thousand. The rounded amount of the captions has been obtained
by adding together the rounded balances of the sub-captions.
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Acquisition of branches from the Capitalia Group

This deal, which took effect from December 31, 2002, had the following impact on the
balance sheet figures, summarized here and commented on in the notes.

(amounts expressed in euro)

Assets Liabilities

10 | Due to banks 7,739,731
10 | Cash on hand and at banks 3,534,902 20 | Due to customers 178,325,432
30 | Due from banks 65,132,842 30 | Securities issued 6,152,631
40 | Due from customers 135,835,944 50 | Other liabilities 24,821,867
90 | Intangible fixed assets 2,295,038 60 | Accrued expenses & deferred income 95,650
100 | Tangible fixed assets 1,467,515 70 | Provision for leaving indemnities 3,833,429
130 | Other assets 12,208,649 Total 220,968,740

140 | Accrued income & prepaid expenses 493,850 Guarantees and commitments
Total 220,968,740 10 Guarantees given 3,663,307
Indirect deposits (at market value as of December 31, 2002) 344,583,408

Attachments

The attachments are shown at the end of the notes with an introductory list.
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PART A — ACCOUNTING POLICIES

The financial statements have been prepared in accordance with current legislative
requirements, making reference to the accounting principles established by the Italian
Accounting Profession.

The accounting policies adopted have been agreed with the Board of Statutory Auditors,
where this is required by current regulations.

Section 1 — Description of accounting policies

1. LOANS, GUARANTEES AND COMMITMENTS
1.1 Due to and from banks

Transactions with banks are recorded with reference to the time of settlement.
Amounts due to and from banks are valued at nominal value plus interest
accrued at the balance sheet date, net of repayments. For balances due from
banks, this reflects their estimated realizable value.

1.2 Due to and from customers

Current account transactions with customers are recorded at the time they are
carried out. Other transactions (portfolio, international, security transactions
etc.) are recorded with reference to the time of settlement.

Loans, including related interest, are stated at their estimated realizable value.
The writedowns reflect the estimated losses of principal and interest
determined following specific analyses, on a case-by-case basis, of non-
performing and problem loans (the latter, as illustrated in full in Part B,
Caption 40, are classified by type of problem), and restructured loans, as well
as general losses which may occur in the future on other loans taking into
account the inherent lending risk and the occurrence of losses in the past.

The original value of loans is reinstated in subsequent years if the reasons for
any writedowns no longer apply.

Amounts due to customers are stated at nominal value, including interest
accrued through year-end.

1.3 Other amounts due or payable
Other amounts due are stated at their estimated realizable value, while payables

are stated at their nominal value, including any accrued interest at the balance
sheet date.
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1.4 Guarantees and commitments

Guarantees given are recorded at the value of the related commitment.
Securities and currency to be received are stated using the forward rates
contracted with the counterparties.

Commitments to grant loans are stated at the amount still to be paid to the
customer. Guarantees given and commitments that involve lending risk are
valued in the same way as loans. Forecast losses on guarantees are calculated
on a forfeit basis and covered by the "provisions for risks and charges" in
liabilities included in "other provisions".

2. SECURITIES AND OFF-BALANCE SHEET TRANSACTIONS
(other than those in foreign currency)

2.1 Investment securities

As in the prior year, the Bank did not hold any investment securities at any
time during 2002.

2.2 Dealing securities

Transactions in securities and similar instruments are recorded with reference
to the time of settlement.

Securities are held for treasury and dealing purposes; they are valued at the
lower of cost or market value. Cost is determined using weighted-average cost,
calculated on a daily basis.

Market value is determined as follows:

- Italian and foreign securities quoted on organized markets are stated at
their average prices during the last month of the year;

- unquoted Italian and foreign securities are stated at their estimated
realizable value, obtained by discounting the future financial flows at an
appropriate rate.

The original cost is reinstated in subsequent years if the reasons for any
writedowns no longer apply.

The cost of borrowing and income from lending, comprising interest coupons
on securities and the differential between the spot and forward prices for such
securities, are recorded as interest in the statement of income.
Discounts/premiums on the issue of securities are recognized on an accruals
basis, in conformity with Decree 250 of June 28, 1995 as converted by Law
349 of August 8, 1995, and Bank of Italy directives.

The value of zero coupon securities includes accrued interest in accordance
with Bank of Italy instructions.
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2.3 Off-balance sheet transactions

Off-balance sheet transactions include guarantees given as well as all forward
and spot transactions, including those denominated in foreign currency, which
should not be recorded among the assets or liabilities, but in a specific section
‘Guarantees and commitments” or in the explanatory notes (part B - section
10).

Forward or spot commitments to buy/sell securities not yet settled, are stated in
a specific section relating to commitments at the lower of the forward
purchase/sale price or their year-end market value (quoted securities), or their
estimated realizable value (unquoted securities) determined by discounting the
future financial flows at an appropriate rate on a consistent basis with securities
held in the dealing portfolio; any adjustments are reflected among the
provisions for risks and charges.

Repurchase agreements are treated as loans against securities and the amounts
received and paid are recorded as payables and loans.

3. EQUITY INVESTMENTS

Equity investments are all stated at cost, determined with reference to their
purchase, subscription or conferral value.

Cost is reduced to reflect permanent losses that will not be absorbed by earnings in
the near future.

Current legislation requires that the original values should be reinstated in future
accounting periods if the reasons for any writedowns cease to apply - this was not
the case in 2002.

While Bank of Italy instructions have been complied with as regards reporting on a
consolidated basis, consolidated financial statements have not been prepared. This
is partly because the financial statements of CO.RI.T. Rimini e Forli-Cesena S.p.A.,
the tax collection subsidiary, are not significant for a true and fair view of the
Group’s financial and operating position and results for the year, as required by art
29.1 (a) of Decree 87/92; and partly because of the particular nature of activities
carried on by this subsidiary.

Dividends and the related tax credits are recognized on an accruals basis.
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