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BANK OF IRELAND MORTGAGE BANK

REPORT OF THE DIRECTORS
The Directors hereby present their report, togethithr the audited Annual Accounts of Bank of Irelaviortgage Bank
(the “Bank”), for the year ended 31 March 2010.

RESULTS

The loss before tax for the period amounted to&6&#llion as set out in the profit and loss accaomipage 10. This
compares with a profit before tax of €34 million2809.

Net Interest Income (NII) increased to €199 milliétinding costs moderated compared to the extrewsts| suffered in
the financial year to 31 March 2009 arising fronrkea dislocation. Funding costs remain high bydristl standards,
underpinned by constrained wholesale funding markabnsequently, the net interest margin remairekwae 0.56%. NI
was helped by a 1.6% increase in mortgage balaasdhe Bank took a higher market share of newnleasiand
redemption levels in the book slowed.

Fees and commissions payable increased by €13i@mmiThe majority of this increase is explainedtbg full year costs
of the Bank’s participation in the Government Gudéea Scheme.

Administrative expenses increased marginally inyir. The cost income ratio decreased to 13.3%4@th 2009:
14.0%).

Higher levels of arrears and defaults resultednipdirment losses increasing to €153.4 million (3drdh 2009: €47.9
million).

Net Trading Income reflects interest flows on trgpderivatives and fair value adjustments on aifivdéve instruments.
The net result was €20 million positive (31 Mard02: €2 million positive).

BOOKS OF ACCOUNT

The measures taken by the directors to ensure camepl with obligations to keep proper books of aot@omprise the
use of appropriate systems, the implementatiooldist procedures and the employment of competditidtuals with
relevant experience. The books of account are d&tethte Bank’s registered office.

REVIEW OF BUSINESS

The Bank’s principal activities are the provisidirish residential mortgages and the issuanceofisties in accordance
with the Asset Covered Securities Acts, 2001 t67200

The mortgage book grew by €325 million or 1.6% 20830 million (31 March 2009: €20,505 million) hi§ increase is
smaller than in previous years and reflects theiwoad slowdown in the Irish mortgage market. Mages continue to be
originated exclusively through the Bank of Ireldsrvdnch channel.

Balance Sheet impairment provisions have incresed €60.7 million to €214.1 million. Rising unetopment, lower
disposable income and declining property pricesevilee main drivers of impairment. The Bank corgmto work closely
with customers who find themselves in financiafidiflity, with a view to achieving mutually satistacy outcomes.

A dividend of €20 million was paid to Bank of Iralhduring the year.
At 31 March 2010, the Bank’s total capital ratiosa52%.

The Bank maintains a strong risk management streietnd controls framework as described in the notéise financial
statements (see note 25).

On October 24, 2008 Bank of Ireland Mortgage Bdekted to participate in the Guarantee Scheme arusuliby the
Irish Government, the “Credit Institutions (Finaalcsupport Act 2008) scheme. The covered liabdité participating
institutions for the period 30 September 2008 t&@ftember 2010 inclusive are guaranteed undeatyedf Ireland by
the Minister of Finance. A quarterly charge is gagao the Irish government under the scheme. TdrgkBlso joined the
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REPORT OF THE DIRECTORS
Government's Eligible Guarantee Scheme on 11 Jgr2@40. Certain future liabilities of the Bank miag guaranteed
under this scheme. Further information on both w&weis contained in note 29 to the accounts.

FUNDING

The wholesale financial markets stabilised somewhtte financial year to 31 March 2010. The Baakains well-
funded through a range of sources of funding, iticlg asset-backed securities and direct funding fite parent, Bank of
Ireland.

During the financial year to 31 March 2010 the Babphtinued its successful programme of asset-bao&ad issues,
completing €3.8 billion in transactions, of whidtetfollowing were the key issues: €1.5 billion pald-year issue, €2
billion transaction with Bank of Ireland and a nuenlof smaller private placements.

At the year end, the Bank had access to a borrofaicitity under the Central Banks Mortgage Backednfissory Note
Scheme. At 31 March 2010, borrowings under thiste amounted to €3.5 billion (31 March 2009: €8lin).

Full details of debt securities in issue are caor@diin note 16 to the accounts.

Subordinated loan borrowings from the parent comigamnounted to €313 million at the year-end (31 Ma009: €313
million).

DIRECTORS & SECRETARY

The names of the persons who were Directors oB#rek at any time during the year endedviitch 2010 are set out
below. Except where indicated they served as diredor the entire year.

Directors

John Clifford Appointed 7 October 2009
Rose Hynes Resigned 18 March 2010
Brian Kealy

Mary Davis Appointed 19 March 2010
Michael Meagher

Richie Boucher Resigned 7 October 2009
Kevin Twomey Resigned 31 December 2009
Mary Finan Appointed 19 March 2010

Brendan Nevin

Joseph Martin

Jonathan Byrne

DIRECTORS’ & SECRETARY'S INTERESTS

The interests of the Directors and Secretary, fic®ft 31 March 2010, and of their spouses andnthildren, in the
shares of the Governor & Company of the Bank dahé and related Group entities, are disclosedate(b) of the
financial statements.

POLITICAL DONATIONS

The Electoral Act 1997 requires companies to d&elall political donations over €5,079 in aggregagele during the
financial year. The directors are satisfied thasach donations have been made by the Bank durengear.
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AUDIT COMMITTEE

The Bank's Audit Committee, which comprises onljependent non-executive Directors, assists thecBodulfill its
responsibilities relating to:

. the integrity of the financial statements

o the relationship between the Bank and its exteandltors
. the Bank's internal and financial controls

. internal audit, compliance and risk managementtfans

GOING CONCERN

The information in the financial statements haslqgepared on the going concern basis. A numbaslofactors
including credit, liquidity, market, operationaédal and regulatory risk impact on the Bank’s atiéis. The continuing
global financial difficulties and the significanttieteriorated economic environments in which weajgehave increased
the pressure on the Bank as to how these riskrfaate managed.

In preparing these financial statements the Dirsdtave reviewed these risk factors and all relewvdarmation to assess
the Bank’s ability to continue as a going concéditmis review included consideration of the impactha current economic
factors affecting the Bank, the liquidity positiand the ability to access funds in the wholesalaewanarkets (including
the ability to use assets as collateral to raisd$y The Directors have also reviewed the Bank&ress plans for the next
12 months. Bank of Ireland has also provided &iett comfort in support of the Bank.

Based on the factors above the Directors are matitiat the Bank will have access to adequatauress, both capital and
funding, to continue in business for the foreseeéitlure. Accordingly, the Directors consider ipagpriate to adopt the
going concern basis in preparing the financialstegnts at 31 March 2010.

EVENTS SINCE THE YEAR END

There have been no material events between thetldie balance sheet and the date of approvéleodtcounts that
require reporting.

AUDITORS

The auditors, PricewaterhouseCoopers, have indi¢atgr willingness to continue in office in accarte with Section
160(2) of the Companies Act, 1963.

John Clifford

Chairman
Brendan Nevin For and on Behalf of
Director Hill Wilson Secretarial Limited

Michael Meagher
Director

28 May 2010
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Directors are responsible for preparing theushiReport and the financial statements in accarelarith applicable
Irish law and Generally Accepted Accounting Pragtit Ireland including the accounting standardgdssby the
Accounting Standards Board and published by thtitiies of Chartered Accountants in Ireland.

Irish company law requires the directors to prefiiaencial statements for each financial year whgere a true and fair
view of the state of affairs of the company andhef profit or loss of the company for that period.

In preparing the financial statements the direcémesrequired to:

» select suitable accounting policies and then aghpyn consistently;
* make judgments and estimates that are reasonatlgradent;

* prepare the annual accounts on a going concera bakdss it is inappropriate to presume that thekBill
continue in business.

The directors are responsible for keeping propekb®f account that disclose with reasonable acguahany time the
financial position of the Bank and enable themrtsuge that the financial statements are preparaddardance with
accounting standards generally accepted in Irefawatwith Irish statute comprising the CompaniessAt963 to 2009, the
European Communities (Credit Institutions: AccoliRegulations, 1992 and the Asset Covered Secaiftoe 2001 to
2007. They are also responsible for safeguardiagssets of the Bank and hence for taking reatostdps for the
prevention and detection of fraud and other irragtiés.

The directors confirm that they have complied witl above requirements in preparing the finant&kments.
The Directors are responsible for the maintenandetegrity of the corporate and financial infotioa included on the

Bank's website. Legislation in Ireland governing greparation and dissemination of financial stateismay differ from
legislation in other jurisdictions.

John Clifford

Chairman
Brendan Nevin For and on Behalf of
Director Hill Wilson Secretarial Limited

Michael Meagher
Director

28 May 2010
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF BANK OF IRELAND MORTGAGE BANK

We have audited the financial statements on paQe® #7. These financial statements have beeraprdpunder the
accounting policies set out in the statement obanting policies on pages 13 to 16.

Respective responsibilities of directors and audits

The directors’ responsibilities for preparing therdators’ Report and the financial statements icoadance with
applicable Irish law and the accounting standassgsad by the Accounting Standards Board and pwdlibly The Institute
of Chartered Accountants in Ireland (Generally Asted Accounting Practice in Ireland) are set outhie Statement of
Directors’ Responsibilities on page 7.

Our responsibility is to audit the financial statans in accordance with relevant legal and regofatequirements and
International Standards on Auditing (Ireland). Theport, including the opinion, has been prepamdahd only for the
Bank’'s members as a body in accordance with Sed®@of the Companies Act, 1990 and for no otheppse. We do
not, in giving this opinion, accept or assume resfality for any other purpose or to any othergmer to whom this report
is shown or into whose hands it may come save wégreessly agreed by our prior consent in writing.

We report to you our opinion as to whether therftial statements give a true and fair view, in adance with Generally
Accepted Accounting Practice in Ireland, and arepprly prepared in accordance with Irish statutenmising the
Companies Acts, 1963 to 2009. We state whethehawe obtained all the information and explanatiomsconsider
necessary for the purposes of our audit and whekigefinancial statements are in agreement withbtbeks of account.
We also report to you our opinion as to:

» whether the Bank has kept proper books of account;
» whether the directors’ report is consistent with fimancial statements; and

« whether at the balance sheet date there existethacfal situation which may require the Bank toene an
extraordinary general meeting; such a financialagion may exist if the net assets of the Bankstated in the
balance sheet, are not more than half of its calfedhare capital.

We also report to you if, in our opinion, any infaation specified by law regarding directors’ rermatien and directors’
transactions is not disclosed and, where practcahtiude such information in our report.

We read the directors' report and consider the igagpbns for our report if we become aware of arppaent
misstatements within it.

Basis of audit opinion

We conducted our audit in accordance with Inteomati Standards on Auditing (UK and Ireland) issbgdhe Auditing
Practices Board. An audit includes examinationadast basis, of evidence relevant to the amourdgdasclosures in the
financial statements. It also includes an assestsaidhe significant estimates and judgments niadthe directors in the
preparation of the financial statements, and oftirethe accounting policies are appropriate toB&aek's circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as to olalhthe information and explanations which we cdesed necessary in
order to provide us with sufficient evidence toggireasonable assurance that the financial stateraemfree from material
misstatement, whether caused by fraud or othegutagity or error. In forming our opinion we alswaluated the overall
adequacy of the presentation of information infthencial statements.
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Opinion

In our opinion the financial statements:

* give atrue and fair view, in accordance with GaltgrAccepted Accounting Practice in Ireland, of ttate of the
Bank’s affairs as at 31 March 2010 and of its lmsd cash flows for the year then ended; and

» have been properly prepared in accordance withrék@irements of the Companies Acts, 1963 to 2008, t
European Communities (Credit Institutions: AccoliiRegulations, 1992 and the Asset Covered Secuii,
2001 to 2007.

We have obtained all the information and explametioshich we consider necessary for the purposesiofudit. In our
opinion proper books of account have been kephbyBank. The financial statements are in agreemihtthe books of
account.

In our opinion the information given in the directoreport on pages 4 to 6 is consistent with tharfcial statements.

The net assets of the Bank, as stated in the ket on page 11 are more than half of the anodutst called-up share
capital and, in our opinion, on that basis thecert exist at 31 March 2010 a financial situatigmch under Section 40
(1) of the Companies (Amendment) Act, 1983 woulduiee the convening of an extraordinary generaltmgeof the
Bank.

PricewaterhouseCoopers

Chartered Accountants and Registered Auditors
Dublin

28 May 2010
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PROFIT AND LOSS ACCOUNT

Interest receivable
Interest payable

NET INTEREST INCOME

Fees and commissions payable

TOTAL OPERATING INCOME

Administrative expenses

Impairment losses

Net trading income

(LOSS)/PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATIO N

Taxation on loss/profit on ordinary activities

(LOSS)/PROFIT ON ORDINARY ACTIVITIES AFTER TAXATION

The movement in the reserves is shown in 26te

The notes on pagds3to 47 form part of the financial statements.

Notes

Year Ended
31 March
2010

€000

767,133
(567,966)

(13,880)
(153,447)
20,038

Year Ended
31 March
2009

€000

1,389,604
(1,195,049)

(13,372)
(47,864)
1,994

(Loss)/Profit on ordinary activities arose solalgrh continuing operations. The bank had no resmghgains or losses other
than those disclosed in the income and expendiitceunt and therefore no separate statement dféotzgnised gains and

losses has been presented.

Other than the fair value movements on financistrimments arising under FRS 26, there is no méatdiffarence between the
results on an unmodified historical cost basisthiode included in the profit and loss account above

John Clifford
Director

Brendan Nevin
Director

Michael Meagher
Director

28 May 2010

10

For and on Behalf of
Hill Wilson Secretarial Limited



BANK OF IRELAND MORTGAGE BANK

BALANCE SHEET

ASSETS

Cash and balances at central banks
Loans and advances to banks
Loans and advances to customers
Derivative financial instruments
Other assets

LIABILITIES

Deposits by banks

Debt securities in issue
Derivative financial instruments
Other liabilities

Subordinated liabilities

SHAREHOLDERS’ FUNDS
Called up capital stock
Reserves

The notes on pagds3 to 47 form part of the financial statements.

Commitments see nofy/.

John Clifford
Director

Brendan Nevin
Director

Michael Meagher
Director

28 May 2010

11

Notes

10
11
14
13

15
16
14
17
18

19
20

Year Ended
31 March
2010
€000

50
15,008,004
20,829,572

426,455
11,853

22,704,218
12,421,187
1,990
117,771
312,534

35,557,700

624,000
94,234

For and on Behalf of
Hill Wilson Secretarial Limited

Year Ended
31 March
2009

€000

25
15,348,456
20,504,800

302,226
6,068

21,663,432

13,370,781
1,901
19,100
313,494

35,368,708

624,000
168,867
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CASHFLOW STATEMENT

Net cash flow from operating activities

Returns on Investment and Servicing of Finance
Taxation

Dividend

Increase in cash in the period

The notes on pages 13 to 47 form part of the filzhstatements.

John Clifford
Director

Brendan Nevin
Director

Michael Meagher
Director

28 May 2010
12

Year Year
Ended Ended
31 March 31 March
2010 2009
Notes €000 €000
22(i) 30,733 34,325
iR2(i (6,533) (15,434)
- (10,000)
(20,000) -
22(iv) 4,200 8,891

For and on Behalf of
Hill Wilson Secretaal Limited
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NOTES TO THE FINANCIAL STATEMENTS

1 BASIS OF ACCOUNTING AND ACCOUNTING POLICIES
1.1 Basis of Preparation

The financial statements on pages 10 to 47 have prepared under the historical cost conventiorgifiea by the
revaluation of certain financial instruments, it@cance with the Companies Acts, 1963 to 2009Etirepean
Communities (Credit Institutions: Accounts) Regudas 1992, the Asset Covered Securities, Act 20007 and
with accounting standards generally accepted iarde

The financial statements are prepared in euror{@)except where otherwise indicated are expresstitbusands.
Costs, assets and liabilities are inclusive otiorerable value added taxes, where appropriateoukting
standards generally accepted in Ireland in prepgdiivancial statements giving a true and fair veaw those
published by the Institute of Chartered Accountamtseland and issued by the Accounting Stand8atrd.

A change to the accounting estimate of expectedlithe mortgage portfolio and the model that meitees the
basis on which deferred discounts and broker cosiaris are amortised to the profit and loss accoontributed
an additional €16 million income in the financiaay to 31 March 2010.

1.2 Interest Income and Expense

Interest income and expense are recognised inrttié and loss account for all instruments measwategmortised
cost using the effective interest method. Inteirestme / expense in derivative financial instrursequalifying for
hedge accounting are accounted for in net intémesime, in line with the underlying hedged asdethility. Interest
in relation to derivatives not qualifying for hedgecounting is included in trading income.

The effective interest rate method is a methodatifudating the amortised cost of a financial asset financial
liability and of allocating the interest incomeioterest expense over the relevant period. Thect¥e interest rate
is the rate that exactly discounts estimated futash payments or receipts through the expectedfiithe financial
instrument or, when appropriate, a shorter perathé net carrying amount of the financial assédiadility. When
calculating the effective interest rate, the Bastineates cash flows considering all contractuahteof the financial
instrument but does not consider future creditdessThe calculation includes all fees, broker cassians and
points paid or received between parties to theraohthat are an integral part of the effectiveiast rate,
transaction costs and all other premiums or distsoun

Once a financial asset or group of similar finaha&sets has been written down as a result of paimment loss,
interest income is recognised using the rate ef@dt used to discount the future cash flows femptlrposes of
measuring the impairment loss.

1.3 Fees & commission income / payable

Fees and commissions which are not an integralgbdinie effective interest rate are generally redsgd on an
accruals basis when the service has been provigeds and commissions payable relating to theafesstrvices
received are recognised on an accrual basis.

1.4 Financial Assets

Loans and receivables are non-derivative finansisgtz with fixed or determinable payments thanatejuoted in
an active market. They arise when the Bank providesey directly to a debtor with no intention afding
receivables.

Loans are recognised when cash is advanced totheders. Financial assets are initially recogniaefhir value
plus transaction costs. Financial assets are dgnesai when the rights to receive cash flows froafittencial
assets have expired or where the Bank has traedfeubstantially all risks and rewards of ownership

Loans and receivables investments are carried aite®d cost using the effective interest rate meth
13



BANK OF IRELAND MORTGAGE BANK

NOTES TO THE FINANCIAL STATEMENTS

1.5 Financial Liabilities

Financial liabilities are initially recognised daiff value, being their issue proceeds (fair valueonsideration
received) net of transaction costs incurred. Fra@diabilities are subsequently measured at aisextcost. For
liabilities subsequently carried at amortised casy; difference between the proceeds net of tréiesacosts and
the redemption value is recognised in the profit lxss account using the effective interest ratéhotk

1.6 Derivative financial instruments and hedge aounting

Derivatives are initially recognised at fair value the date on which a derivative contract is exténto and are
subsequently remeasured at their fair value. Fires are obtained from quoted market prices ineaatarkets,
including recent market transactions, and valuaehniques, including discounted cash flow modedtsaptions
pricing models, as appropriate.

All derivatives are carried as assets when fain@ad positive and as liabilities when fair valaenegative.

The method of recognising the resulting fair vadaé or loss depends on whether the derivativessgthated as a
hedging instrument and if so, the nature of theibeing hedged. The Bank designates certain demgaas hedges
of the fair value of recognised assets or lialetit(fair value hedge).

(a) Fair value hedge

Changes in the fair value of derivatives that agighated and qualify as fair value hedges arededan the
income and expenditure account, together with &@yges in the fair value of the hedged asset bititiathat are
attributable to the hedged risk. If a hedge no ésngeets the criteria for hedge accounting, thasadjent to the
carrying value of a hedged item for which the effecinterest method is used is amortised to pmfibss over the
period to maturity.

(b) Derivatives that do not qualify for hedge aauting

Certain derivative instruments do not qualify fedge accounting. Changes in the fair value of amiyvdtive
instrument that does not qualify for hedge accaunéire recognised immediately in the profit and lascount in
net trading income.

1.7 Impairment of financial assets
(a) Assets carried at amortised cost

The Bank assesses at each balance sheet date mthetieeis objective evidence that a financial assgtoup of
financial assets is impaired. A financial assetgnoap of financial assets is impaired and impairncbarges are
incurred if, and only if, there is objective evidernf impairment as a result of one or more evidraisoccurred after
the initial recognition of the asset (a ‘loss eVeand that loss event (or events) has an impac¢herestimated
future cash flows of the financial asset or groufinaincial assets that can be reliably estimated.

Objective evidence that a financial asset or grdgssets is impaired includes observable datacthraes to the

attention of the Bank about the following loss egen

a) significant financial difficulty of the issuer or adpr;

b) a breach of contract, such as a default or delimgye interest or principal payments;

c) the Bank granting to the borrower, for economitegal reasons relating to the borrower’s financifiodlty, a
concession that the lender would not otherwiseidens

d) it becoming probable that the borrower will entankruptcy or other financial reorganisation;

e) the disappearance of an active market for that imhasset because of financial difficulties; or

f) observable data indicating that there is a meakuddzrease in the estimated future cash flows &gmoup of
financial assets since the initial recognition afsth assets, although the decrease cannot yetri#igdewith
the individual financial assets in the group, inahgd

14
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. adverse changes in the payment status of borrdwénge group; or
. national or local economic conditions that correlaith defaults on the assets in the group.

The Bank first assesses whether objective evidehitepairment exists individually for financial ats¢hat are
individually significant, and individually or collégely for financial assets that are not individyaignificant. If the
Bank determines that no objective evidence of impant exists for an individually assessed finaresalet, whether
significant or not, it includes the asset in a grofifinancial assets with similar credit risk chadesistics and
collectively assesses them for impairment. As$ettdre individually assessed for impairment amdviaich an
impairment charge is or continues to be recognésedot included in a collective assessment of impant.

If there is objective evidence that an impairmérarge on loans and receivables carried at amortisgichas been
incurred, the amount of the charge is measureleadifference between the asset's carrying amauhtlze present
value of estimated future cash flows (excluding feiitnpairment charges that have not been incudisdpunted at
the financial asset’s original effective interesera’he carrying amount of the asset is reducexlithir the use of an
allowance account and the amount of the chargecisgnised in the profit and loss account. If a lbas a variable
interest rate, the discount rate for measuringieapairment charge is the current effective interatt determined
under the contract. The calculation of the presahie of the estimated future cash flows of a ¢etklised financial
asset reflects the cash flows that may result fianeclosure less cost for obtaining and sellingdbkateral,
whether or not foreclosure is probable.

For the purposes of a collective evaluation of impant, financial assets are grouped on the bassrofar credit
risk characteristics (i.e. on the basis of the Bagkading process that considers asset type,teadlaype, past-due
status and other relevant factors). Those chaistitsrare relevant to the estimation of futurehcmws for groups
of such assets by being indicative of the debtabdity to pay all amounts due according to thetramtual terms of
the assets being evaluated.

Future cash flows in a group of financial assetsdtatollectively evaluated for impairment arerasted on the
basis of the contractual cash flows of the assetsiBank and historical loss experience for assitscredit risk
characteristics similar to those in the Bank. Histd loss experience is adjusted on the basisioEat observable
data to reflect the effects of current conditioret thid not affect the period on which the histdrloas experience is
based and to remove the effects of conditionserhiktorical period that do not exist currentlyheTmethodology
and assumptions used for estimating future cashsflre reviewed regularly by the Bank to reducedifigrences
between loss estimates and actual loss experience.

1.8 Impairment of financial assets continued

If, in a subsequent period, the amount of the immpeaint charge decreases and the decrease cantee wgectively
to an event occurring after the impairment was gaised, the previously recognised impairment lssgversed by
adjusting the allowance account. The amount of¢kiersal is recognised in the profit and loss astou

When a loan is uncollectable, it is written off agh the related provision for loan-impairment. Blmans are
written off after all the necessary procedures Hsaen completed and the amount of the loss hasdetermined.
Subsequent recoveries of amounts previously writfedecrease the amount of the provision for lmapairment in
the profit and loss account.

1.9 Issued Debt Securities
Issued debt securities, which comprise Mortgagee@mV Securities, are initially recognised at failue, being their
issue proceeds (fair value of consideration rechinet of transaction costs incurred. Issued deduirities are

subsequently measured at amortised cost. Any diffar between the proceeds net of transaction andtthe
redemption value is recognised in the profit arg$laccount using the effective interest rate method

15
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1.10 Pensions

Bank of Ireland Mortgage Bank is a minority papiiing employer in the ICS Building Society Pendidan. The
scheme is a Defined Benefit Scheme based on feraipnable pay and operated for eligible emplogé¢SS
Building Society and the Bank.

Whilst the scheme is a defined benefit scheme HrkBs unable to identify its share of the underdyassets and
liabilities of the scheme and hence it is treated defined contribution scheme in the financialeshents of the
Bank.

The pension cost relating to this scheme is asdessecordance with the advice of a qualified agtu
Contributions are charged to the profit and losaat in the period in which they became payable disclosures
required under Financial Reporting Standard 17 fifBment Benefit”) for the year ended 31 March 2016 shown
in note 24.

1.11 Deferred Taxation

Deferred taxation is recognised on all timing diffieces where the transaction or event that gigestoi an
obligation to pay more tax in the future or a righpay less tax in the future, have occurred ylthlance sheet
date. Deferred tax assets are recognised whemibie likely than not that they will be recoverBeferred tax is
measured using rates of tax that have been enbgtint balance sheet date. Deferred Tax is measumrachon
discounted basis.

1.12 Accrued interest

Accrued interest is presented on the balance stitkethe relevant asset/liability.

1.13  Subordinated Loan

Borrowings are initially recognised at fair valusdasubsequently measured at amortised cost.

1.14  Use of estimates or judgements

The preparation of the financial statements reguinanagement to make judgements, estimates anu @issus
that affect the application of accounting policéesl the reported amounts of assets, liabilitienme and expenses.
Actual results may differ from those estimatestiriates and judgements are continually evaluateldaaa based
on historical experience and other factors, ineclgdixpectations of future events that are beli¢odk reasonable

under the circumstances.

Revisions to accounting estimates are recognisétkiperiod in which the estimate is revised andniy future
periods affected.
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2

INTEREST RECEIVABLE 2010 2009
€000 €000
Loans and advances to banks 201,797 469,195
Loans and advances to customers 565,336 920,409
767,133 1,389,604

Included in Loans and advances to customers il9%81 (31 March 2009: €5,338,764) relating toredeon

impaired loans.

INTEREST PAYABLE 2010 2009
€'000 €000

Other interest payable 358,822 775,814

Debt securities in issue 204,528 403,801
Interest on subordinated liabilities 4,616 15,434

567,966 1,195,049

Within the Interest payable amount above €503,685% r&lates to liabilities due within 5 years and 868,389

relates to amounts due after 5 years.

FEES AND COMMISSIONS PAYABLE 2010 2009
€000 €000
Service fee payable to Bank of Ireland Group corgzsn 98,702 96,459
Government Guarantee Scheme 15,797 4,800
114,499 101,259
ADMINISTRATIVE EXPENSES 2010 2009
€000 €000
Staff Costs:
- wages and salaries 287 433
- social security costs 31 50
- pension costs 59 99
377 582
Other administrative expenses 13,503 12,790
Total administrative expenses 13,880

13,372

In addition to the fee payable to Bank of Irelamdugp companies for servicing the mortgage portftie Bank
is recharged for support service costs. These eostmcluded within other administrative expenses.
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5(@) EMPLOYEE INFORMATION

For the year ended 31 March 2010 the averag®ar of employees was 4 (31 March 2009: 6 empk)yee

5(b) DIRECTORS’ & SECRETARY'S INTERESTS

The interests of the Directors and Secretaryffineas at 31 March 2010, and of their spousesnaimdr children,
in the shares of Bank of Ireland or the Group utadkéngs are set out in the tables below.

SHARES IN THE GOVERNOR & COMPANY OF THE BANK OF IRE LAND

As at 31 March 2009 or at date of

As at 31 March 2010 : . .
appointment if applicable

Directors SHARES SHARES
B. Nevin 10,756 10,756
J. Clifford 140,128 140,128
B. Kealy 8,010 8,010
M. Meagher 69,598 69,598
M. Finan 8,500 8,500
M. Davis Nil Nil
J. Martin Nil Nil
J. Byrne 1,455 2,018
Secretary
Hill Wilson Secretarial . Nil
. Nil
Limited
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STOCK OPTIONS HELD BY DIRECTORS AND SECRETARY IN TH E GOVERNOR & COMPANY OF THE
BANK OF IRELAND

As at 31 March

2009 or at date

Earliest Exercise Exercise As at 31 March

Directors Date of Grant Date Price 2010 of appointment
€ if applicable
B. Nevin 26 Jul 2004 26 Jul 2007 10.76 18,000 13,00
21 Jun 2005 21 Jun 2008 12.85 11,500 11,500
04 Jul 2006 04 Jul 2009 14.00 Nil 12,000
12 Jun 2007 12 Jun 2010 15.45 9,500 9,500
03 Jun 2008 03 Jun 2011 8.10 25,450 25,450
J. Clifford 24 Jun 2002 24 Jun 2005 12.50 10,000 ,00m
18 Jun 2003 18 Jun 2006 10.77 20,000 20,000
26 Jul 2004 26 Jul 2007 10.76 21,500 21,500
21 Jun 2005 21 Jun 2008 12.85 13,000 13,000
04 Jul 2006 04 Jul 2009 14.00 Nil 18,700
12 Jun 2007 12 Jun 2010 15.45 13,950 13,950
03 Jun 2008 03 Jun 2011 8.10 23,800 23,800
B. Kealy 26 Jul 2004 26 Jul 2007 10.76 11,500 10,50
21 Jun 2005 21 Jun 2008 12.85 9,500 9,500
04 Jul 2006 04 Jul 2009 14.00 Nil 8,000
22 Dec 2006 01 Mar 2010 12.28 Nil 301
12 June 2007 12 Jun 2010 15.45 5,900 5,900
24 Dec 2007 01 Mar 2011 6.96 Nil 531
03 June 2008 03 Jun 2011 8.10 9,650 9,650
J. Martin - - - Nil Nil
M. Meagher - - - Nil Nil
M. Finan - - - Nil Nil
M. Davis - - - Nil Nil
J. Byrne 22 Dec 2006 01 Mar 2010 12.28 Nil 301
12 June 2007 12 Jun 2010 15.45 4,550 4,550
24 Dec 2007 01 Mar 2011 6.96 531 531
03 June 2008 03 Jun 2011 8.10 12,750 12,750
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DIRECTORS’ & SECRETARY'S INTERESTS IN THE GOVERNOR & COMPANY OF THE BANK OF
IRELAND LONG TERM INCENTIVE PLAN* (LTIP)

Included in the table below are the Shares conditiwally awarded to the Directors under the terms ofte LTIP.

As at 31 March 2009
or at date of

Directors Date of Award As at 31 March 2010 appointment if
applicable

B. Nevin 26 Apr 2004 Nil 5,031
04 Jul 2006 Nil 8,900
12 Jun 2007 8,050 8,050
03 Jun 2008 22,250 22,250

J. Clifford - Nil Nil

B. Kealy - Nil Nil

J. Martin - Nil Nil

M. Meagher - Nil Nil

M. Finan - Nil Nil

M. Davis - Nil Nil

J. Byrne - Nil Nil

*Since 2004 the Governor & Company of the Bankrefdnd has operated a Long Term Incentive PlanR).Twith
stockholder approval, for key senior executives al®mbest placed to maximise stockholder value.
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DIRECTORS’ & SECRETARY’S INTEREST IN SAVINGS SHARES IN ICS BUILDING SOCIETY

Directors

B. Nevin
J. Clifford
B. Kealy
M. Meagher
M. Finan
M. Davis
J. Martin

J. Byrne

As at 31 March 2010

€000

20
Nil
500

Nil

21

As at 31 March 2009 or at date of
appointment if applicable
€000

Nil
Nil
Nil
Nil
Nil
Nil
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6 PROFIT BEFORE TAXATION 2010 2009
€000 €000

Profit before taxation has been arrived at afterrging:

Auditors Remuneration (Including VAT)

Statutory audit 49 48
Other assurance services 20 -
Total 69 48
7 NET TRADING INCOME
2010 2009
€000 €000

Net income from assets and liabilities held for @ding
Interest rate contracts 1,058 19,436

Fair value hedges

Fair value gains on derivative contracts in failueshedge relationships 103,022 312,949
Fair value (losses) on liabilities in fair valuedge relationships (84,042) (330,391)
20,038 1,994

Within fair value hedges there is a €19m gain (3rd¥t 2009: €17m loss) which represents the netéhedg
ineffectiveness in relation to the fair value hesiggee notes 14 and 25 for details of interesto@téracts and fair
value hedging arrangements. Included in interdstaantracts is the fair value of interest rategsvand the related
interest that do not qualify for hedge accounting.

8 TAXATION
2010 2009
€000 €000
Current Tax
Irish Corporation tax @ 12.5% 4,257 (4,379)
Deferred Tax
Unwinding of Transition Adjustments 160 161
Losses carried forward 3,485
Other tax timing difference 86 (5)

The tax credit/charge for the period is at an eiffecate of 12.5%, which is the same as the stahidish corporation
tax rate.
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The current tax charge for the year is higher thacharge that would result from applying the déad rate of
Irish corporation tax to profit on ordinary acties$. The difference is explained below:

2010 2009
€000 €000
(Loss)/Profit on ordinary activities before tax (62,621) 34,054
(Loss)/Profit @12.5% (7,828) 4,257
Effects of:
Losses carried forward 3,485 86
Other tax timing differences 86 36
Current tax (credit) / charge for the year (4,257) 4,379
9 CASH AND BALANCES AT CENTRAL BANKS 2010 2009
€000 €000
Funds placed with Central Bank of Ireland 50 25
50 25
Other loans and advances to banks by remainingrityatu
Repayable on demand - -
3 months or less - -
1 year or less but over 3 months 50 25
50 25
The Bank is required to maintain balances withGeetral Bank of Ireland.
10 LOANS AND ADVANCES TO BANKS 2010 2009
€000 €000
Funds placed with the Governor & Company of thelBainireland 15,008,004 15,348,456

15,008,004 15,348,456

Loans and advances to banks by remaining maturity

Repayable on demand 11,022 16,881
3 months or less 6,234,683 4,931,917
1 year or less but over 3 months 50,000 2,000,887
5 years or less but over 1 year 6,355,000 5,877,000
Over 5 years 2,357,299 2,521,771

15,008,004 15,348,456
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11 LOANS AND ADVANCES TO CUSTOMERS 2010 2009
Notes €000 €000
Repayable on demand - -
3 months or less 195,877 170,110
1 year or less but over 3 months 558,847 506,020
5 years or less but over 1 year 3,148,543 2,885,715
Over 5 years 17,140,428 17,003,631
Less provisions for bad and doubtful debts 12 (214,123) (60,676)
20,829,572 20,504,800
The Bank’s exposure to credit risk is from its ngage lending activities on residential propertyréland. For
details of bad and doubtful debts see note 12.
12 PROVISIONS FOR BAD AND DOUBTFUL DEBTS
The movement on the provision for bad and doulatéldts is included in the table below:
2010 2009
€000 €000
At 1 April 60,676 12,812
Charge against Profits 153,447 47,864
At 31 March 214,123 60,676
13 OTHER ASSETS
2010 2009
€000 €000
Amounts recoverable from BOI Insurance Ltd. 356 2,156
Current Taxation 7,926 3,912
Deferred Taxation 3,571 -
11,853 6,068
13 (a) Deferred Taxation Asset/(Liability) 2010 2009

Deferred tax at 1 April

(160) (321)
Profit and Loss 3,731 161
Deferred tax at 31 March 3,571 (160)

The closing Deferred Tax balance at the 31 Mard028 made up of € Nil (31 March 2009: €85,000Mwrtgage

Discounts, €nil (31 March 2009: €75,000) on loasslprovisions and €3,571,000 (31 March 2009: mijrading
losses and other timing differences.
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14

14 (a)

14 (b)

DERIVATIVE FINANCIAL INSTRUMENTS AS AT
31 MARCH 2010

Derivatives held for trading
Non-Pooled Swaps
Pooled Swaps

Private Placing Swaps
Interest rate swaps

Total derivatives held for trading

Derivatives held for hedging
Interest rate swaps

Total derivatives held for hedging

Total derivatives

All derivatives are carried as assets when fain@d positive and as liabilities when fair valaenegative.
The following table represents the underlying ppatand replacement costs of the bank’s derivatagat 31

March 2010.

31 March 2010

€000
Underlying Principal Amount
Interest Rate Contracts 20,816,192
Replacement Costs
Interest Rate Contracts 2,291

Within one year

The following table represents the underlying ppatand replacement costs of the bank’s derivatageat

31 March 2009.

31 March 2009

€000
Underlying Principal Amount
Interest Rate Contracts 22,301,006
Replacement Costs
Interest Rate Contracts 51,453

Within one year

2010 2010 2009 2009
€000 €000 €000 €000
Contract/ Fair Value Contract/ Fair Value
Notional (Asset)/ Notional (Asset)/
Amount Liability Amount Liability
€000 €000 €000 €000
9,883,237 - 8,841,298 -
10,882,955 - 11,459,708 -
703,000 1,990 653,000 1,901
31,250 (11,333) 2,010,000 (52,345)
21,500,442 BB 22,964,006 (50,444)
6,086,000 (415,122) 4,346,000 (249,881)
6,086,000 (422) 4,346,000 (249,881)
27,586,442  (424,465) 27,310,006 (300,325)
Over one year Total
€000 €000
6,770,250 27826
424,164 426,455
Over one year Total
€000 €000
5,009,000 270860
250,773 302,226

The above interest rate contracts are all held firidncial counterparties.
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15 DEPOSITS BY BANKS
2010 2009
€000 €000
Deposits by Banks 22,704,218 21,663,432
Deposits by remaining maturity
Repayable on demand 22,433 32,493
3 months or less 20,390,311 21,630,939
1 year or less but over 3 months 690,380 -
5 years or less but over 1 year 1,463,064 -
Greater than 5 years 138,030 -
Due to the Governor & Company of the Bank of Inela 22,704,218 21,663,432
16 DEBT SECURITIES IN ISSUE
2010 2009
€000 €000
Bonds and medium term notes by remaining maturity
3 months or less 3,500,000 3,000,000
1 year or less but over 3 months 102,463 2,026,696
5 years or less but over 1 year 6,414,191 6,068,821
Greater than 5 years 2,404,533 2,275,264
12,421,187 13,370,781
Notes

Bank of Ireland Mortgage Bank is a directly, whediwned, subsidiary of the Governor & Company of Bagk of
Ireland, holds a banking licence and is a desighatertgage credit institution within the meaningloé Asset Covered
Securities Act, 2001 to 2007 (the "Acts"). The #\ptovide, among other things, for the registratibeligible credit
institutions as designated mortgage credit ingting, the maintenance by designated mortgage dretiituitions of a
defined pool of prescribed mortgage credit assatdienited classes of other assets, known as ar@saets pool (Pool)
and the issuance by designated mortgage credtiuinsts of certain asset covered securities sechyea statutory

preference under the Acts on the assets (Covet@ssamprised in the Pool. Asset covered seculigised by
Institutions in accordance with the Acts are calleattgage covered securities (Mortgage Coveredr@ies). The value of
the pool including mortgage assets and cash at&tivR010 securing these assets was €12.9 biBibMarch 2009:
€12.7 billion) As at 31 March 2010 there are no mortgage credétasecured on commercial property in Bank oive!
Mortgage Bank (31 March 2009: Nil).

In accordance with the Acts, see the required alisoks set out in tables 16 (a) — 16(g) below.

The Bank’s first issue of mortgage covered seasitvas for €2 billion in September 2004, maturm&eéptember 2009.
This was a standalone issue and was not an issbecofities under the mortgage covered securitimgamme
established by the Bank in May 2005 (theginal Programme). In June 2005, the Bank returned to the markgt wi
second issue of €2 billion of mortgage covered stes with a ten year maturity.

In July 2006, the Bank returned to the market waithird issue for €2 billion with a seven-year nieiyu In the 12 months
to 31 December 2006 the Bank also completed €38®min private placement transactions with maias ranging from
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five to ten years. In January and March 2008 thakBexecuted two private placement transaction€%@r million and
€500 million respectively.

In the financial year to 31 March 2009, the Banknpteted €3.1 billion in transactions comprising€®75 million in
private placements, €31 million in registered piévplacements and €2.4 billion contingent liquiditgnsactions. Of the
€2.4 billion transactions with Bank of Ireland, ®illion was issued in September 2008 under the gllibn ACS
programme and €1.4 billion under a new €3 billioarddage Covered securities programme launched ¥8HVR009.

In the financial year to 31 March 2010, the Bankpteted €3.8 billion in funding transactions corsprg of €1.5 billion
public transaction with a five year maturity, €18dllion in private placements, €55 million in retgsed private
placements and €2 billion in transactions with gegent Bank of Ireland. During the year there w&be3 billion in
maturities. This brings the total mortgage coveseclrities in issue as at 31 March 2010 to €8lispi

The mortgage-covered securities are shown on tlaatmsheet net of issue costs and expenses idéarcennection
with their issue and the basis adjustment relatirtipe fair value hedges.

The Bank can raise funds from the Central BankRindncial Services Authority of Ireland (“CBFSAlinder the
Mortgage Backed Promissory Note Programme (MBPMEred into. Obligations under the programme acargeel by
way of a first floating charge to the CBFSAI ovdirits right, title, interest and benefit of loaasd advances to customers.
The Bank has pledged under the terms of the flgatirarge to maintain the assets so charged freedny encumbrance
and otherwise than in the ordinary course of bissimet to sell, transfer, lend or otherwise dispdsany part of the
charged assets without the prior written conseth®CBFSAI. The deed of floating charge was exatbily the Bank of
Ireland Mortgage Bank and dated 5 July 2004 in faaf the CBFSAI. The mortgages in the MBPNP aised by a
floating charge over Irish Residential Mortgagedirdssets, which are not in the covered assett po@1 March 2010
there was €3.5bn worth of other debt securitiedged to Central Bank (31 March 2009: €3bn).

16(a) Mortgage Accounts & Principal Outstanding n the Mortgage Covered Pool as at 31 March 2010

From To Range Number of Total Balances of Number of Total Balances of
Range Accounts Accounts (1) Accounts Accounts (1)
2010 2010 2009 2009
€000 €000 €000 €000
0 100 31,367 1,465,565 30,908 1,491,100
100 200 21,814 3,222,035 22,587 3,352,134
200 500 17,527 4,929,440 18,527 5,222,202
Over 500 1,617 1,286,064 1,777 1,418,007
72,325 10,903,104 73,799 11,483,443

(1) The total balance of accounts representsuhaulative amount outstanding on all the mortgagmants in the
pool as at 31 March 2010 and 31 March 2009 respyti
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16 DEBT SECURITIES IN ISSUE continued

16(b) Geographical Location and Details for the Pal as at 31 March 2010

Geographical % of Over all Number of Accounts(2) * Number of Properties
Area Properties
Dublin 22% 16,054 13,647
Outside Dublin 78% 56,271 48,891
100% 72,325 62,538

(2) The number of accounts represents the cumelatimber of mortgage accounts held in the paoteé81 March 2010 and 31

March 2009 respectively. There could be one orenamcounts per mortgaged property giving rise fferdint figures for the
number of accounts and the number of properti¢giserpool as at 3Warch 2010 and for comparatives as at 31 March 2009

Geographical Location and Details for the Pool 31 Mrch 2009

Geographical Area % of Over all Number of Accounts(2) * Number of Properties
Properties
Dublin 22% 16,287 13,916
Outside Dublin 78% 57,512 50,160
100% 73,799 64,076

16(c) Pool Accounts in Default as at 31 March 2010

As at 31 March 2010 there were 195 accounts (3XM2009: 98 accounts) in default (the term defisultiefined as relating
to mortgage accounts that are in arrears exce&dingnths). The cumulative current balance on theseunts was
€33,153,346 with an arrears amount of €575,119 8% March 2010 (31 March 2009: cumulative balawes €24,118,877
with arrears of €566,261).

16(d) Pool Accounts in Default with Arrears >€1,00 as at 31 March 2010

During the year ended 31 March 2010 there were8la2¢ounts (31 March 2009: 585 accounts) whichideah in default
with arrears of more than €1,000. The cumulativessi balance on these accounts was €288,464, t@2awiarrears
amount of €4,821,324 (31 March 2009: €130,995, 781 an arrears amount of €3,222,439). As at 31dM&010 there
were 150 accounts with arrears in excess of €1,00@ cumulative current balance on these accaumgs€30,852,569 with
an arrears balance of €545,893. As at 31 Marcl®,28® of the accounts in default had arrears ofentioan €1,000 on them.
The cumulative balance on these accounts in arodarger €1,000 was €23,262,600 with an arrearsuamof €554,829 as
at 31 March 2009.

16(e & f) Replacement of Non Performing Assets irhe Pool

During the year ended 31 March 2010, 1,352 accq@itdlarch 2009: 554 accounts) that were non-perifog (the term
non performing is defined as relating to mortgagmoants that are in arrears exceeding 3 months) veglaced with other
mortgage credit assets. The total amount in ari@aiespect of mortgage assets that had not betemoff as at 3March
2010 was €575,119 (31 March 2009: €566,261).
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16(g) Total Mortgage Principal and Interest Repaymats on Pooled Accounts by customers for year end€&d March 2009

17

18

For the year ended 31 March 2010 the total amdiinterest and capital repaid in respect of morégagedit assets was
€308,786,519 and €585,149,044 respectively (31 Mae09: €460,931,529 and €759,204,081) respectively

OTHER LIABILITIES

2010 2009
Note €000 €000

Amounts due to the Governor & Company of the Bahkeland 111,185 18,940
Other Liabilities 6,586 -
Deferred Tax 13 (a) - 160

117,771 19,100

SUBORDINATED LIABILITIES

On 2 July 2004 Bank of Ireland Mortgage Bank avhdéa €162 million interest bearing subordinateahl from its parent
the Governor & Company of the Bank of Ireland. T is subordinated in right of payment to thénskaof depositors and
all other creditors of the Bank. The loan ratarikdd to the three-month euribor rate plus a maofi®5 basis points and it
reprices quarterly. The loan matures on 4 July 2014

On 30 June 2005 Bank of Ireland Mortgage Bank adadf a further €80 million interest bearing suloated loan from its
parent the Governor & Company of the Bank of Irdlafhe loan is subordinated in right of paymerthi claims of
depositors and all other creditors of the Bank. [blam rate is linked to the three-month euriboe glis a margin of 30 basis
points and it reprices quarterly. The loan matore July 2015.

On 11 February 2008 Bank of Ireland Mortgage Bardilad of a further €70 million interest bearindsudinated loan from
its parent the Governor & Company of the Bank efdnd. The loan is subordinated in right of paynterthe claims of
depositors and all other creditors of the Bank. [blam rate is linked to the three-month euriboe faltis a margin of 75 basis
points (125 basis points from 11 February 2013)iareprices quarterly. The loan matures on 13 &afyr2018.

This brings the total to €313 million (31 March 20€313 million), €312 million being the loan batanand €0.5 million
accrued interest at the 31 March 2010 (31 Marct®28812 million loan balance and €1.4 million a@atunterest).

29



BANK OF IRELAND MORTGAGE BANK
NOTES TO THE FINANCIAL STATEMENTS

19 SHARE CAPITAL 2010 2009
€000 €000
Authorised
1,000m units of €1.00 of Ordinary Shares 1,000,000 1,000,000

1,000,000 1,000,000

Allotted and fully paid 2010 2009
€000 €000

Equity

624m units of €1.00 of Ordinary Shares (2009: 62+4its of €1.00 of Ordinary Shares) 624,000 624,000

624,000 624,000

Share capital issued during the financial yearltd/&rch 2010 amounted to € Nil (31 March 2009: §.Mill units of
Ordinary Shares in issue carry the same votingsigh

20 RESERVES 2010 2009
Notes €000 €000
Profit and loss account
Opening balance 168,867 139,036
(Loss)/Profit for the period (54,633) 29,831
Dividend paid 21 (20,000) -

94,234 168,867

Closing balance

21 DIVIDEND 2010 2009
€000 €000
Dividend Paid 20,000 -

A dividend of €20 million or €0.0320512 per ordipahare in issue was paid during the year to 31cMa010 to the Bank’s
parent, the Governor & Company of the Bank of indlaThere were no dividends paid or proposedérydar ended 31

March 2009.
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22 NOTES TO THE CASH FLOW STATEMENT

22()) RECONCILIATION OF OPERATING (LOSS)/PROFIT TO NET
CASH FLOW FROM OPERATING ACTIVITIES

(Loss)/Profit on Ordinary activities before taxatio
Amortisation of issue costs and mortgage discounts
Interest charged on subordinated liabilities
Impairment charges

Fair value adjustments

Net cash flow from trading activities

Net (increase)/decrease in loans and advancesks ba
Net (increase) in loans and advances to customers
Net decrease/(increase) in other assets

Net increase in deposits by banks

Net increase in debt securities in issue

Net (decrease)/increase in other liabilities

Net (increase)/decrease in derivative financiaruments

Net cash flow from operating activities

Note:

Year Ended Year Ended
31March 31March
2010 2009
€000 €000
(62,621) 34,054
(2,379) (1,089)
6,533 15,434
153,447 47,864
(2,218) (14,000)
92,762 82,263
334,593 (7,215,966)
(481,808) (1,205,664)
1,800 3,044
1,050,846 2,280,092
(1,037,660) 6,122,781
98,67 (4,900)
(28,471) (27,325)
30,733 34,325

(1) Balance sheet movements on derivative financiatunsents comprises of movements in interest acgrual

22(ii)  Returns on investment and servicing of finace

Interest paid on subordinated liabilities

22 (i)  Financing

Issue of subordinated liabilities
Issue of Ordinary stock

31

Year Year
Ended Ended
31March  31March
2010 2009
€000 €000
(6,533) (15,434)
(6,533) (15,434)
Year Year
Ended Ended
31March  31March
2010 2009
€000 €000
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ANALYSIS OF THE BALANCES OF CASH AS SHOWN IN THE

22 (iv) BALANCE SHEET

23

24

25

Cash Loans and Total
advances Cash
to / from
Banks on

demand

2010

€000 €000 €000
At 1 April 2009 - (15,611) (15,611)
Cash Flow - 4,200 4,200
At 31 March 2010 - (11,411) (11,411)
2009

€000 €000 €000
At 1 April 2008 - (24,502) (24,502)
Cash Flow - 8,891 8,891
At 31 March 2009 - (15,611) (15,611)

SEGMENTAL INFORMATION
The Bank’s income and assets are entirely attriidetto mortgage lending activity in the Republidrefland.
PENSION COSTS

Bank of Ireland Mortgage Bank is a minority pagiting employer in the ICS Building Society Penditdan. The scheme is
a defined benefit scheme based on final pensiormylend operated for eligible employees of ICSdg Society and the
Bank.

An independent actuary, on the basis of trierai#liarial reviews, determines the Banks contrilmstito the ICS scheme.
The most recent full actuarial valuations were @enied at 1 January 2007. With effect from 1 Octdt#7 the Bank is
contributing to the ICS Plan at a rate of 22.6%@fisionable salaries. The deficit on the schena¢ 3% December 2009
amounted to €12.8 million (31 December 2008: €H4ilBon).

Whilst the scheme is a defined benefit schem@trk is unable to identify its share of the undedyassets and liabilities
of the scheme on a consistent and reasonabledasit® the fact that it is a minority participatiegnployer, hence it is
treated as a defined contribution scheme (rattear ¢hdefined benefit scheme) in the accounts oB#e.

Contributions on behalf of the Bank’'s employee®anted to €69,743 for the year ended 31 March Z81March 2009:
€74,535). There were no outstanding amounts taalketp the scheme at 31 March 2010 by the Bank&dch 2009: Nil).

RISK MANAGEMENT AND CONTROL
Financial Risk Management

The Board of Directors approves policies and limitth respect to credit risk, market risk, liquidiisk and operational risk.
The Head of Credit and Risk Management has oversfionsibility for credit policy implementation atite Senior Finance
Business Partner has overall responsibility foafficial risk policy implementation. The TreasuryitUras responsibility for
day-to-day monitoring of market and liquidity riskEhe Compliance and Operational Risk Unit has aasibility for

operational risk policy and controls. The Bank'skrmanagement and control policies comply with Bahkeland Group
risk management policies, which includes reviewsaaegular basis. In addition, Bank of Ireland @raontrol functions
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(e.g. Credit, Group Internal Audit, etc) indepentiereview compliance with the Bank of Ireland Gpopolicies as part of
their ongoing work in the Bank. The general sch@hask management, financial and operational aistis designed to
safeguard the Bank's assets while allowing sufficieperational freedom to earn a satisfactory sigrmf income over
expenditure.

Credit Risk

The Bank takes on exposure to credit risk, whicthésrisk that a counterparty can cause a finanogsd for the Bank by
failing to discharge an obligation. Credit Risloize of the main types of risk to which the Bankisibess is exposed, and is
managed accordingly. Apart from exposures to estitithin the Bank of Ireland Group, credit expesuarise principally
from lending to customers to purchase residentiapgrty. The Bank’s exposure to credit risk is g@med by credit policy
which is approved by the Board of Directors, arelBank of Ireland Group Risk Policy Committee (GRPC

Structure and Organisation of the Credit Risk Management Function

The Bank has an established credit risk governfracgework by which it executes its accountabilitsesl responsibilities in
relation to credit risk management.

The Credit Risk function within the Bank is a key€tion within the business responsible for propgsiredit policy to the
Board and the management and safety of lendingdardance with approved policies. Underwriting &rddit
Management/Collections activities are centralisadl @erformance in this area is measured in relatiamedit quality and
operational efficiency.

Lending officers are allocated lending limits aating to credit competence, proven judgment, expegeand the nature and
scale of lending particular to the Bank. Existangdit risk is reviewed periodically and exposumdsch demonstrate
adverse trends are subject to closer supervisidmeanagement.

In the Bank, the application of ratings is autom#trough the use of risk rating models approptiatine facilities at time of
application and monthly thereafter based on accperibrmance. Performance monitoring and manageaoieil risk
rating models is undertaken by the Credit Risk fonc

In addition, an independent control unit within Raof Ireland Group Internal Audit undertakes peitogtviews of the
appropriateness of the risk rating models thatiaeal within the business and evaluates whethantels are ‘fit for
purpose’ and are IRB (Internal Rating Based) coamplunder Basel Il requirements.

Bank of Ireland Group Credit Review undertakesqm#d reviews of the quality and management of ¢nesk assets across
the Group, including the Bank, and plays a key moleviewing the Bank’s adherence to policy, pssees and procedures.

Management of Credit Risk

The Bank manages limits and controls concentratirsedit risk and structures the levels of credi it undertakes by
placing limits on the amounts of risk acceptedeiiation to one borrower or groups of borrowers, tngeographical and
other segments. Such risks are monitored apprepyiat

Exposure to credit risk is also managed througlthyarsaof the ability of borrowers and potential tewers to meet
repayment obligations. Renegotiation of facilitieat would otherwise be past due or impaired irfithencial year is
considered in certain circumstances.

Measurement of Credit Risk

In measuring credit risk of Loans and Advancesust@mers, the Bank considers three components:

« the “probability of default” (PD) by the client

» current exposures and its likely future developm&ot which the “exposure at default” (EaD) isided and
« the likely loss ratio on the defaulted obligatienthe “loss given default” (LGD).

These credit risk measurements which reflect expeldss (the “expected loss model”) are employethénBank’s day to
day management of credit.
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The Bank assesses the Probability of Default ofdvegrs using internal rating tools tailored to #agious product
categories. The use of credit risk rating modelsctvmeasure the degree of risk inherent in lentrgpecific
counterparties, complemented by expert judgemergmtral to Credit Risk Management within the Bank

The risk rating system is continuously refined aatidated to ensure that the level of risk incurisedcceptable to the Bank.

The results arising from the risk rating systemuwsed in regulatory capital calculation, guidingmamic capital allocation
and strategic portfolio management.

Accounts are managed on the basis of performarttetidse past due measured by instalments in arrear

Loan loss provisioning or impairment allowancesuiegf under FRS 26 are based on losses that hareibeurred at the
balance sheet date (the “incurred loss model”).

Credit Risk Mitigation & Collateral

The Bank employs a range of policies and practizesitigate credit risk. The most important of these careful initial
assessment of the borrower’s capacity to repafeitikity over the agreed timescale and the takihgezurity for funds
advanced. The Bank implements guidelines on thepaability of specific classes of collateral orditeisk mitigation. In
relation to loans and advances to customers, theipal type of security taken is residential pnape

Security for each account in the Bank’s mortgagefplo consists of a first legal charge over resitial real estate with
supporting life and fire cover as appropriate. Alidated team is responsible for the receipt anchteaance of security
within the Bank.

The Bank’s requirements around completion, valuasiod management requirements for collateral/sgcame set out in
appropriate policies and procedures. The Banlgditrisk mitigation processes are designed torentat mortgage
charges are enforceable at the time the credieawgnt is concluded and that mortgage chargesladedin a timely basis.
The objective of this approach is to enable thekBarrealise the value of the protection withireasonable timeframe,
should that become necessary.

Impairment Criteria and Provisions

Impairment provisions are recognised for losseshhae been incurred at the balance sheet datd basebjective evidence
of impairment.

The impairment provision shown in the balance she#te year-end is driven by internal rating gedéth a significant
portion arising from higher risk business. In audfif impaired accounts at higher risk ratings adividually assessed for
provisions by evaluating the incurred loss at bedasheet date. The assessment takes accountaitcalllheld (including a
reassessment of its enforceability) and anticipegpdyments for each such account.

Mortgages are considered past due where a cordrpateanent of principal or interest is 1 or moredpgst due. Mortgages
are considered impaired when they are past duevhace full recovery of the account is significaritiydoubt. Examples of
situations in which full recovery could be in dowmuld be, cash flow difficulties experienced bg thorrower, the initiation
of bankruptcy proceedings or the degree of borraeenperation.

Collectively assessed impairment allowances areiged for in two instances through assessment afahle historical
evidence adjusted for current conditions, usingeeigmced judgement and statistical techniquestlyifer accounts which,
although in default are not deemed individuallyngfigant or have lower risk ratings. Secondly, floe remainder of the book
where losses have been incurred but have not getibentified.

See details of the carrying value of these proussio note 12.
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Maximum Exposure to credit risk before collateral held or other credit enhancements

Maximum Exposure

2010 2009

€000 €000
Loans and advances to banks 15,008,004 15,348,456
Loans and advances to customers 20,731,238 200815,3
Derivative financial instruments 426,455 302,226
Commitments 964,616 1,215,887
Total 37,130,313 37,281,877

The above table represents a worst case scenaimoedit risk exposure to the Bank, without takinge@unt of any
collateral held or other credit enhancements attdciihe exposures set out above are based onmghgaamounts as
reported in the balance sheet, adjusted for defercquisition costs.

In the table above, the ‘Loans and advances toothests’ relate to residential mortgages. The loakaalvances to banks
and Derivative financial instruments relate to Bafikreland Group entities.

Loans and Advances
Loans and Advances to Banks (note 10) and LoansAdmences to Customers (note 11) are the mainedastfinancial
assets that the Bank is exposed to from a cresktperspective. The tables below provide furthdaitiein relation to
loans and advances.

Loans and Advances to Customers

® Loans and advances neither impaired nor past due
2010 2009
€000 €000
Good Quiality 19,404,949 19,553,967

Loans and advances are deemed to be ‘Good Quélihg accounts do not have any amount outstanasnagrrears.

(i) Loans and advances past due but not iredai

2010 2009
€000 €000
Past due 1 - 30 days 314,201 264,731
Past due 31 - 60 days 177,799 159,371
Past due 61- 90 days 115,463 84,853
Past due greater than 90 days 530,882 295,909
Total 1,138,345 804,864

Loans and advances where balances are in arrearsoficonsidered impaired unless information islabke to suggest
that the Bank is likely to incur a loss. This déan is determined by such factors as the finarmraumstances of the
borrower and an assessment of their ability to esklthe arrears.

(i) Loans and advances impaired balances

2010 2009
€000 €000
Impaired balances 359,472 117,854
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Arrears on impaired loans as a % of the impairddriz@s amounts to 4.55% (31 March 2009: 4.02%)lTwbvisions as
a percentage of impaired balances amounts to 59(3&%/arch 2009: 52.11%). The level of accountbrfglinto arrears
is increasing and is actively being managed byGbkections Department.

Loans and Advances to Banks

For both 31 March 2010 and 2009, all loans to triedtitutions were performing fully in line witeir terms with no
amounts past due. These balances relate to retesvabm Bank of Ireland Group entities.

Derivative Financial Instruments

Derivative contracts are only entered into withutepple counterparties who have been approved bBdhed of Directors in
conjunction with recommendations by the Bank ofaind Group Risk Policy Committee. There are nowamtspast due or
impaired as at 31 March 2010 (31 March 2009: Nil).

Repossessed Collateral

As at 31 March 2010, the Bank had 19 propertiegfprossession (31 March 2009: 3 properties). Regess property is
sold as soon as practicable, with the proceedstosediuce indebtedness. The value of these prepés as follows:

2010 2009
€000 €000
Residential Mortgages 2,968 517

Concentration of risks of financial assets with crdit risk exposure

(i) Geographical sectors
The table below breaks down the Bank’s main crexiosure for Loans and advances to Customersiatctreying
amounts, as categorised by geographical regionthi®table, the Bank has allocated exposures basée location of

the asset.
2010 2009
€000 €000
Loans and Advances to Customers
- Dublin 6,607,075 6,511,097
- Rest of Ireland 14,124,163 13,904,211
Total 20,731,238 20,415,308

The counterparty for Loans and advances to ban#ésDamivative financial instruments is Bank of InetaGovernor &
Company, which has its head office in Dublin.

(i) Industry Sectors

The industry of our counterparty for Loans and ades to Credit Institutions and Derivative Finah¢iestruments is
Financial. Loans and advances to customers atdgorised as Personal (residential mortgages).

Financial Assets Renegotiated

The Bank has Financial Assets Renegotiated thatdaatherwise be past due or impaired as follows:

2010 2009
€000 €000
Residential Mortgages 589,381 92,920
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Market Risk

Market risk is the potential adverse change iniegsior the value of net worth arising from moveiseén interest rates,
exchange rates or other market prices. The maregfeaf market risk in the Bank is governed by Barfikreland
Group policy, approved by the Group’s Court of Bioes and the Group Risk Policy Committee (GRPIE)s a policy
requirement that interest rate basis risk arismognfcustomer-facing businesses such as the Bamnérisferred, by way
of internal economic hedging arrangements, to BHrikeland Global Markets (BOIGM). The Board ofrBétors of the
Bank has approved the adoption of the Group’s pait market risk and the Bank complies with thiqyo

The current interest rate risk strategy aims twigethe Bank with protection against material adgechanges in
interest and related funding rates by undertakorgrolled management of the interest rate strudtutbe Bank’s
mortgage and funding products. The strategy opematthin limits set by the Board of Directors. elBank’s interest
rate risk strategy incorporates the policies oflBahireland Group. The Bank has a formal struetiar managing risk,
including established risk limits, reporting linesandates and other control procedures.

Market risk in the Bank arises on both sides oftthlance sheet — on the asset side of the balaeet through fixed-
rate lending and on the liability side of the bakusheet through the issue of fixed rate Asset feovBecurities. The
proceeds from the issue of securities are placatkposit with the Governor and Company of Bankreland.

At 31 March 2010, the Bank had €3.5 billion of fikeate lending, where the rate is typically fixed periods of 1 to 3
years (31 March 2009: €4.8 billion). At 31 Mardhl® the Bank had €8.5 billion in issued Asset Cegle3ecurities,
where the rate is typically fixed for periods ofé&ars or more (31 March 2009: €10 billion).

The Bank does not enter into any trading positams has no material sensitivity to changes in @sterates. The
interest rate exposure of the Bank relating tdrish residential lending denominated in euro isvaged using two
macro interest rate swaps with Bank of Ireland @ldWarkets, one of which, the Pool Interest Ratet@xxt, relates
only to the Pool of Mortgage Covered Securitieaéssby the Bank and the other, the Non-Pool IntdRase Contract,
relates only to Irish residential loans denominateeluro which are not included in the Pool. Thesero interest rate
swaps are deemed traded derivatives (seeldpand do not qualify for hedge accounting.

In the case of the Pool Interest Rate Contrad,itha cover assets hedge contract for the purpdsbe Asset Covered
Securities Act, 2001 to 2007. Under the Pool kdeRate Contract, on a monthly basis BOIMB payBanok of Ireland
Global Markets an amount related to a weightedamebasket interest rate, determined by referenicedrest rates
payable on the residential loans held by BOIMB ahich are included in the Pool on the relevant datea notional
amount equal to the principal amount outstandintpo$e loans on the relevant date. In return moathly basis, Bank
of Ireland Global Markets pays to the Bank intemsthat notional amount at one month EURIBOR plustmount
related to the composite margin on the underlyimgtgage loans. The non-pool interest rate conisastructured and
operates on a similar basis to the pool interd¢stgantract.

With respect to Mortgage Covered Securities, Bdrlketand Global Markets pays under that cover sssedge
contract an amount related to the fixed interetst payable on the relevant Mortgage Covered Ségsion a notional
amount equal to the principal amount outstandinthefrelevant Mortgage Covered Securities and sen@-annual or
quarterly basis the Bank pays to Bank of Irelandb@l Markets an amount related to six month orelmenth
EURIBOR (whichever is relevant) on that notionalcamt.

The Bank enters into these interest rate swapedgénthe interest rate exposure on its fixed ratetddge Covered
Securities in issue. These swaps and related fatedMortgage Covered Securities qualify for hefdgevalue
accounting treatment. The nominal value of thesapswis €6 billion (31 March 2009: €4 billion) ist®ut in Note 14.

During the year, one of the interest rate swapd fuglhedging was reclassified to held for tradirsgt failed hedge
effectiveness testing.

The Bank measures its interest rate risk in terfteosensitivity of its assets and liabilities NPV (Net Present Value)
terms, to a 1% parallel shift in the yield curvehe Bank is required to ensure that this sengjtigtmains within a low
operational hedging limit. At the end of March 20the Bank’s exposure to a parallel 1% upward g&hithe euro yield
curve was €32,635 (31 March 2009: €1,651), witlaeerage of €45,567 for the year (31 March 2004 &BF),
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Currency risk
The Bank is not exposed to currency risk as aflrftial assets and liabilities are denominated in.eu
Liquidity Risk

Liquidity risk is the risk that a credit institutiowill experience difficulty in financing its assednd meeting its
contractual payment obligations, or will only béeatp do so at substantially above the prevailiregkat cost of funds.
Liquidity distress is almost invariably associateith a severe deterioration in financial performgrigut it can also
result from unexpected adverse events or systemiffiiculties. The Bank has in place a risk mamagat framework to
manage that risk.

The Bank’s Board of Directors has approved a fugdialicy for the business that permits fundingthia use of asset
covered securities, residential Mortgage Backednisory Note programmes and borrowing from the Bafrlkeland

Group. Changes to the funding policy require thier@pproval of the Board of Directors of the Baarkd must be in

compliance with the Bank of Ireland Group policy.

It is the Bank’s policy to ensure that resourcesadrall times available to meet the Bank’s oblayat arising from
mortgage products, asset covered securities, tapilrevenue expenditure. The day-to-day manageaidiquidity is
the responsibility of a dedicated team within trenB.

Limits on potential cashflow mismatches over ddditiene horizons are the principal basis of liquidibntrol. The
cashflow mismatch methodology involves estimatimg et volume of funds, which must be refinanceplarticular
time periods, taking account of the value of asetscould be liquidated during these periods.

The Bank uses a cashflow liquidity reporting todlieh provides daily liquidity risk information byedignated cashflow
buckets to management. The system captures théaas from both balance sheet and off-balancetsiaesactions.
In the case of specific products such as mortgagayments and off-balance sheet commitments thk 8aplies
behavioural adjustments to reflect the Bank’s eigpee of these cashflows based on historical trefitiese
adjustments are subject to review.

The Bank is also required to report regularly sopiérent, the Governor & Company of the Bank dahd, all relevant
balance sheet and off balance sheet items to eosorgliance with Group liquidity procedures.

The Bank meets its day to day residual funding ireguents through borrowing facilities in place wiglank of Ireland
Global Markets. While the Bank raises a signifidamel of its funding from the Bank of Ireland Gim the strength of
the Bank’s balance sheet gives it the capabilitiytal outside the Bank of Ireland Group if required

The tables below analyse liabilities into relevanatturity groupings based on the remaining peridti@balance sheet
date to the contractual maturity date. In linehwifte requirements of FRS 29, the liabilities tdi#éow show principal

balances and undiscounted interest cashflows bedife of the liabilities and so the totals withtnragree directly to the
balance sheet. It excludes non cash items sufdiraslue adjustments.
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31 March 2010:

After 3 After
months 1 year
Liabilities Within 3 but within but within After 5
Demand months 1 year 5years years Total
€000 €000 €000 €000 €000 €000
Deposits by Banks 22,433 20,396,142 703,871 1,565,4 179,489 22,867,392
Debt Securities in . 3633062| 173613 | 6699783 2465664 12,972,122
Subordinated Debt - 1,359 2,485 174,816 153,984 6332
Committed 964,616 - - - - 964,616
Facilities
Total Liabilities 987,049 24,030,563 879,969 8,4@86 2,799,137 37,136,774
31 March 2009:
After 3 After
months 1 year
Liabilities Within 3 but within but within After 5
Demand months 1 year 5 years years Total
€000 €000 €000 €000 €000 €000
Deposits by Banks 32,493 21,632,404 - - - 21,664,98
Debt Securities in : 3,094038| 2,202,739 6565404 2355997  14,288,17
Subordinated Debt - 2,153 4,532 24,523 322,291 4383,
Committed 1,215,887 . . . . 1,215,887
Facilities
Total Liabilities 1,248,380 | 24,728,684 2,207,271 589,927 2,678,288 37,452,551

Cash arising on the issue of debt securities isgol@n deposit with the Governor and Company okRdrreland on
terms similar to the terms of the securities. Hetheedebt securities in issue cashflows aboveheilbffset by cashflows
arising on these deposits. Deposits by banks reptéstergroup funding provided by the Bank’s paren

The tables below analyse cashflows on derivativarftial instruments into relevant maturity grougitgsed on the
remaining period at the balance sheet date todhtractual maturity date. Cashflows associatetl dérivatives are
undiscounted cashflows anticipated over the lifehefderivatives based on expected interest ratgesaa end.
Derivative cash flows are included for the pay eskive legs of net settled contracts with negdtirevalues.

31 March 2010

After 3 After
months 1 year
Within 3 but within but within
months 1 year 5 years After 5 years Total
€000 €000 €000 €000 €000
Net cash inflows /
(outflows) on derivative (194) (728) (1,099) (16) (2,037)
financial instruments

39



BANK OF IRELAND MORTGAGE BANK

NOTES TO THE FINANCIAL STATEMENTS

31 March 2009

After 3 After
months 1 year
Within 3 but within but within
months 1 year 5 years After 5 years Total
€000 €000 €000 €000 €000

Net cash inflows /
(outflows) on derivative (188) (588) (1,217) (45) (2,038)
financial instruments

Operational Risk

Operational risk is the risk that human error, eyst failure, and inadequate controls and procedwiktsesult in
unexpected loss. The Bank operates systems ofidéskification, assessment and monitoring desigieednsure that
operational risk management is consistent withagiygroach, aims and strategic goals of the Banklamd@ank of Ireland
Group. The Bank manages operational risk throwgountable executives monitored by the Compliamce@perational
Risk Unit and the Bank’s Audit Committee. In adalit there is oversight by the Bank of Ireland Gr&perational Risk
Committee, supported by the Group Operational Risktion. Potential risk exposures are assessedregular basis and
appropriate controls are put in place or adaptedoasidered necessary. Recognising that operatitshacannot be
entirely eliminated the Bank implements risk mitiga controls including fraud prevention, continggrplanning and
incident management. This strategy is further etipd by risk transfer mechanisms such as insuyavitere appropriate.

Regulatory Risk

Regulatory risk arises from a failure to complywitihe laws, regulations or codes applicable tdrikk financial
services industry. Non-compliance would have askveeputational implications and could lead todjrublic
reprimands, enforced suspension of operationsi@xtreme cases, withdrawal of authorisation taatee

Regulatory risk and compliance risk in the Basmknanaged in accordance with Bank of Ireland Groolcy which has
been adopted by the Board of the Bank. This reguhie conduct of business in accordance with agiglicregulations
and an awareness of regulatory risk by all empleyee

The effective management of regulatory compliarscéhe responsibility of each manager in the Bantkad overall
level, the Bankeassesses its regulatory risk profile on a redodais, monitors compliance and reports findingth&
Board of Directors and separately to the Bank @fimd Group Regulatory and Operational Risk fumctio

Capital Management

The objectives of the Bank’s capital managemeritpalre to:

= to align capital management within the Bank togtrategy of the Bank and that of the Bank of Irdl&@roup;

= to achieve the optimal mix of capital to meet trenBs regulatory requirements and rating ambiti@msl

= to ensure that capital is invested in businesséshadeliver adequate returns.

The Bank, in managing its capital, uses as itsshs¢ capital adequacy requirements set by thenEial Regulator in
Ireland which reflect the requirements as setothé EU Capital Requirements Directive and itseding directives.
It seeks to maintain sufficient capital to ensinat even under stressed conditions these requiterasmnot breached.

The Bank’s capital includes the Bank’s shareholdargls (subject to regulatory adjustments) togethiéh dated
subordinated debt. Regulatory capital requiremarggetermined by risk asset levels.

The Bank meets its objectives in terms of capitahagement through the holding of capital ratiosvatibe minimum
levels set by the Financial Regulator.

Capital strategy is integrated into the overallibess strategy of the Bank and the Bank of Irel@nalip.
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During 2009/10, the Bank complied with all extetpaéquired capital requirements.

26  FAIR VALUES OF FINANCIAL ASSETS AND FINANCIAL LI ABILITIES

The following table represents the carrying amaunt the fair value financial assets and liab8gité the Bank as at 31

March 2010.
31 31 31 31
March March March March
2010 2010 2009 2009
Carrying Fair Carrying Fair
Amount Values Amount Values
€000 €000 €000 €000
Assets
Loans and advances to banks (1) 15,008,004 15,328,515,348,346 15,726,216
Loans and advances to customers (2) 20,829,572 62066 20,504,800 19,705,661
Derivative financial instruments (5) 426,455 426,455 302,226 302,226
Liabilities
Deposits by banks (3) 22,704,218 22,704,218 21,663,432 21,663,432
Debt securities in issue (4) 12,421,187 12,083,5423,370,781 12,667,313
Derivative financial instruments (5) 1,990 1,990 o, 1,901

There are no material differences between thevidite and the carrying value of the other assatsliabilities shown
on the balance sheet. The following notes summéhnisenethods and assumptions used in estimatinfathealues of
financial instruments shown above,

(1) Loans and Advances to Banks

The Bank places funds with the Governor and CommdrBank of Ireland. Several different techniques employed,

as considered appropriate, in estimating the faluer of loans and advances. The carrying amouwnaiddble rate loans
is considered to be at market value. The fair valuiixed rate loans was calculated by discoungrpgected cash flows
using market rates where practicable, or ratesntlyroffered by other financial institutions wisimilar characteristics.

(2) Loans and Advances to Customers

The Bank provides lending facilities of varying eatand maturities to corporate and personal custongeveral

different techniques are employed as consideredopppte in estimating the fair value of loans adlances. Fair
values are estimated for portfolios of loans withikr financial characteristics. Loans are segtegay type. Each loan
category is further segmented into fixed and véeiabte interest terms. The carrying amount ofaldd rate loans was
considered to be at market rate if there was noifgignt change in the credit risk of the borrow€he fair value of

fixed rate loans is estimated by discounting futtash flows using market rates for similar loanthwhe same residual
maturities, offered by the Bank.

(3) Deposits by Banks
The carrying amount of variable rate loans is ab&r®d to be at market value.

(4) Debt Securities in issue

The carrying value of short-term debt securitiesssue approximate to their fair values. Fair val@é other debt
securities in issue are based on quoted markezridere available, otherwise by discounting guaitgid cash flows.
Included in the carrying value of debt securitiegssue is interest payable to the bond holders.
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(5) Derivative financial instruments
The carrying value and fair value of interest @atracts represents amounts accrued and their fdgavalue at the
balance sheet date. The fair value is based odisieeunted future cashflows of these contracts.

Fair Value Hierarchy
The table below shows, for the Bank's financialetssand liabilities as at 31 March 2010 that amogrised and

subsequently measured in the balance sheet atfa& only, their classification within the valuatiihierarchy:

31 March 2010

Fair value hierarct Level 1 Level 2 Level 3 Total
€000 €'000 €000 €000

Financial assets held at fair value

Derivative financial instruments - 426,455 - 426,455
- 426,455 - 426,455

Financial liabilities held at fair value

Derivative financial instruments - (1,990) - (1,990)
- (1,990) - (1,990)

The table below shows, for the Bank's financialetssand liabilities as at 31 March 2009 that amogrised and
subsequently measured in the balance sheet atfa& only, their classification within the valuatiihierarchy:

31 March 2009

Fair value hierarchy Level 1 Level 2 Level 3 Total
€000 €000 €000 €000

Financial assets held at fair value

Derivative financial instruments - 302,226 - 302,226
- 302,226 - 302,226

Financial liabilities held at fair value

Derivative financial instruments - (1,901) - (1,901)
- (1,901) - (1,901)

Level 1 comprises financial assets and liabilitiekied using quoted market prices in active markéts active market is
one in which transactions occur with sufficientwole and frequency to provide pricing informationasnongoing basis.

Level 2 comprises financial assets and liabilitiakied using techniques based significantly on iMadde market data.

Level 3 comprises financial assets and liabilit@gued using techniques using non-observable matk&. Non-
observable market data is not readily availablariractive market due to market illiquidity or comity of the product.
These inputs are generally determined based omwtide inputs of a similar nature, historic obséiores on the level of
the input or analytical techniques.

COMMITMENTS

At 31 March 2010 the Bank had €965 million of apf@@ mortgage loan applications that as at the gedhad not
drawn down Undrawn mortgage loan applications at 31 March 2&f8ulated on an equivalent basis were €1,216

million.
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RELATED PARTY TRANSACTIONS

The Bank’s immediate and ultimate parent undentis the Governor and Company of Bank of Irelandpmpany
incorporated by charter in Ireland. Group accoan¢ésavailable at Bank of Ireland, Head Office, leo\Baggot Street,
and Dublin 2.*

* The Bank of Ireland Group intends to move its H€xfice from Lower Baggot Street, Dublin 2 to 4@#pil Road,
Dublin 2 on 1 July 2010.

Related Party Transactions — Transactions with KeyManagement Personnel

The following information is presented in accordamdth the Companies Act 1990 (as amended by thep@aies
Amendment Act 2009).

(a) For the purposes of the Companies Act disclssudirectors are the Board of Directors of Bankelfind
Mortgage Bank and any past directors who were ttirecuring the relevant period. For the purpogdaR58
Related Party Disclosures, “key management persb@iidP) comprises the Directors of Bank of Ireland
Mortgage Bank and key management personnel (He@deafit). Key management personnel also comprises
KMPs of the parent company, Bank of Ireland.

(b) Irish Government

The Irish Government, through both the Bank’s pigtition in the Government Guarantee Schemes and th
recapitalisation of the Bank of Ireland Group thgbuhe National Pension Reserve Fund Commission
(NPRFC) became a related party of the Bank. Fahéu details on Guarantee Scheme see note 29.

On 22 February 2010 ordinary stock was issued kB Ireland to the NPRFC.

Although there are other arms of the Irish Govemimgth which the Bank of Ireland Group (includiBgnk of
Ireland Mortgage Bank) has a related party relatigm these are not disclosed as they are in ttieany course of
business, were in place prior to the Irish Goveminbecoming a related party and the informatiomosmaterial
on a quantitative or qualitative basis either safgdy or in aggregate.

Directors’ emoluments and details of compensatiid 0 key management personnel are provided below.
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Companies Acts Disclosure

Loans
'Aggregate
maximum amount
outstanding during
Balance as at- 1 Balance as at - 31 the 12 months ended
April 2009 March 2010 31 March 2010
Directors €000 €000 €000
Richie Boucher
Mortgage Total 257 228 257
Jonathan Byrne
Mortgage Total 560 533 560
Brian Kealy
Mortgage Total 420 411 421
Brendan Nevin
Mortgage Total 226 214 226
Kevin Twomey
Mortgage Total 831 801 831
Total 2,294 2,187 2,295

There are no provisions in respect of any failure wanticipated failure to repay any of the above loas or
interest thereon. There is no interest which havindallen due on the above loans has not been paid.

Included in the above figures are loans to director terms similar to those available to staff.

The comparative figure for loans has been adjusted €2.4 million to €2.3 million. The restatemeatates to
connected persons who are not on preferential terms

Loans relate to mortgages secured on residentalepty.

Connected persons of Directors are defined by &@b of the Companies Act 1928 the Director's spouse,
parent, brother, sister, child; a trustee wherebireficiaries of the trust are the director, lpisuse, children or a
company which the Director controls, or a compaoytmlled by the director or a person in partngrshithin the
meaning of the Partnership Act 1890.

There are no preferential terms, offered to coretepersons of the directors of Bank of Ireland idage Bank
apart from loans to connected persons, in their pgit as employees, entitled to a staff prefeetmtite. There are
loans to connected persons of directors appoirfted 5" August 2009 that have not been disclosed as tteey a
exempt under the Financial Regulator’s Licence @@mmdated 11August 2009.

There are no guarantees or security entered inBaink of Ireland Mortgage bank in favour of direstof Bank of
Ireland Mortgage Bank.

! The maximum amount outstanding was calculatedyusie highest balance on each account. The singjies$t
maximum outstanding liability during the year en@ddMarch 2010 for any key management personnehaliéxceed
€831,012. While the maximum amounts does not ireclaterest accrued, interest accrued and integgdtip included in
the closing balances.
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Directors’ Remuneration 31 March 2010 31 March 2009
€'000 €000

Fees 73 65

Other emoluments 236 200

Total remuneration 309 265

The following information is prepared in accordancewith FRS 8 “Related party disclosures”

Key management personnel including Directors hatattgages with Bank of Ireland Mortgage Bank in the
ordinary course of business. All loans to Non-ExigeuDirectors are made in the ordinary courseusitiess on
normal commercial terms. Loans to key managemasbpeel other than Non-Executive Directors are nmade
terms similar to those available to staff generafig / or in the ordinary course of business omabcommercial
terms.

The aggregate amounts outstanding and the numiparedns concerned, in respect of all loans, doasis and
credit transactions between Bank of Ireland MorggBgnk and its key management personnel, as dedineek,
including members of their close families and édiinfluenced by them together with the disclosafrihe year
end balances and highest amounts outstanding dilnéngear are shown in the table below.

*Maximum
Balance as amounts
at outstanding  Number of  Number of

1 Aprii  Balance as at 31 during the Persons as persons as
FRS 8 Disclosure 2009 March 2010 period at 1 April at 31
Requirements €000 €000 €000 2009 March 2010
Key Management
Personnel

Loans (Aggregate of all

loans of all KMPSs) i.e.

on normal commercial 4,957 4,519 5,208 16 16
terms and on

preferential terms

Loans relate to mortgages secured on residentalepty.

Included in the above FRS8 loan disclosure aresldakey management personnel (other than Direetuils
Connected Persons already disclosed under the Coespact disclosure requirements above) on termdasi to
those available to staff generally, amounting tb£8,711 (1 April 2009: €4,957,342).

There are no provisions in respect of any failurardicipated failure to repay any of the abovenkoar
interest thereon.

2 No other fees or bonuses were paid to directorisgithe year.
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GOVERNMENT GUARANTEE SCHEME
Credit Institutions (Financial Support) Scheme 2008

On 24 October 2008, four of the Bank of Ireland @r's entities elected to participate in the Guararcheme announced
by the Irish Government. Under the Scheme thé lBevernment has guaranteed relevant depositsetitdsdcurities
raised by Irish covered institutions until 29 Seplber 2010. The entities participating are the Goweand Company of
the Bank of Ireland, Bank of Ireland Mortgage Bali$ Building Society and Bank of Ireland (IOM) Litiexd.

The following are the specific liabilities coverad set out in the Scheme rules:

» All retail and corporate deposits (to the exterttaavered by existing deposit protection schemdeeiand or any
other jurisdiction);

» Interbank deposits;

* Senior unsecured debt;

e Covered bonds (including asset covered securites);

» Dated subordinated debt (Lower Tier 2).

Any intergroup borrowing and any debt due to theogaan Central Bank arising from Eurosystem mogeiperations
are excluded.

A number of conditions have been imposed on coviisiutions under the Government Guarantee Schechgding

inter alia, conditions that regulate the commerctaiduct of their business, having regard to chmtéos, market share
and balance sheet growth. This is in order to mis@ any potential competitive distortion that naaige and to avoid any
abuse of the guarantee or any use in a manneoircéable with the purpose of the guarantee. Tleeselitions are set out
in the Scheme.

Covered institutions are subject to particular répg requirements to enable the Financial Regulabal the Minister for
Finance to monitor compliance with the Scheme aedathievement of its purposes.

A quarterly charge is payable to the Irish Governmmder the scheme. For the Bank of Ireland MayégBank, this
amounted to €16 million for the 12 months ended/atch 2010.

At 31 March 2010, liabilities of €8.4 billion wegaiaranteed under this scheme.
Credit Institutions (Eligible Liabilities Guarantee ) Scheme

On 9 December 2009 the Credit Institutions (Eligiblabilities Guarantee) Scheme (the “ELG Scheme&l$ introduced.
The purpose of the ELG scheme was to update aigkrthe current bank guarantee under the Creditutisns
(Financial Support) Scheme 2008 (the “2008 Scheme”)

The ELG Scheme is subject to ongoing six monthjyrapal by the European Commission in accordance Bl State
aid rules.

Under the ELG Scheme the Minister for Finance elfaind can guarantee:
* deposits; and
* debt securities.

The following are the types of debt securities thatELG Scheme covers;

» senior unsecured certificates of deposit;

e senior unsecured commercial paper;

» other senior unsecured bonds and notes; and

» other forms of senior unsecured debt which maypeeifed by the Minister, consistent with EU Staié rules and
the EU Commission’s Banking Communication (2008/0/22) and subject to prior consultation with the E
Commission.
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From the time that a participating institution jpithe ELG Scheme, only covered liabilities of thatticipating institution
(as defined in the CIFS Scheme) in existence ofracted for prior to that time will continue to gaaranteed under the
CIFS Scheme. All such then-existing covered liied will remain guaranteed until 29 September®0ader the CIFS
Scheme. From the time that a participating intitujoins the ELG Scheme, any liabilities incur@dcontracted for
thereafter by that participating institution maydwearanteed under the ELG Scheme only.

A fee is payable to the Minister for Finance inpest of each liability guaranteed under the ELGeBub.

Participating institutions are also required toemmhify the Minister for Finance for any costs angenses incurred by the
Minister and for any payments made by the Ministaater the Scheme which relate to the participatistjtution’s
guarantee under the ELG Scheme.

On 11 January 2010, the Bank of Ireland Group becaparticipating institution under the ELG Scheme.

NATIONAL ASSET MANAGEMENT AGENCY (NAMA)

On 7 April 2009, the Minister for Finance annountieat NAMA would be established with the purposetoéngthening
the Irish financial sector. The NAMA legislation svpassed by the Houses of the Oireachtas (parltaofietreland) on 12
November 2009 and was signed into law by the Peesidf Ireland on 22 November 2009. At an Extrawady General
Court of the Bank of Ireland Group on 12 Januard®®9.9% of the stockholders present and entiteste at the
meeting voted in favour of the Bank applying totigfwate in NAMA and the Bank of Ireland Group’spdipation as a
participating institution was approved by the Miarsfor Finance on 12 February 2010.

Once designated as a Participating Institution, MAMs the power to acquire from Participating ngions, Eligible
Bank Assets, that is, land and development loadscartain associated loans. The Eligible Bank Asast expected to be
acquired on a phased basis from March 2010, wéHatgest systemic exposures to the Irish bankjetem acquired first.

Bank of Ireland Mortgage Bank expects to incursslon disposal of the Eligible Bank Assets to NABI#sing from the
difference between the fair value of the considendato be received and the carrying value of thigille Bank Assets to
be disposed of together with the costs of dispasdlany provision that may be required under ActingrStandards due
to the ongoing cost of servicing these assets balbef NAMA.

The principal determinant of the expected lossispasal is the difference between the discount ooy referred to as
the “haircut”) applied to the original gross EliggtBank Asset value in arriving at NAMA's valuatiamd the impairment
provisions recorded against the Eligible Bank Asseider Accounting Standards. This discount orchaio original asset
value is calculated on a different basis and uaidgferent methodology to the determination of &@mment provisions
under accounting standards.

It should be noted that the portfolio of loans ttansferred and actual discount will only be knawn completion of the
relevant due diligence and valuation exercisesstpdrformed by NAMA on a loan by loan basis anérattie transfer of
the final tranche of loans to NAMA. Accordingly Baof Ireland Mortgage Bank is currently unable towarately quantify

either the amount of loans to be transferred outtimate expected loss on acquisition of all effigible Bank Assets by
NAMA. However, Bank of Ireland Mortgage Bank doext Bxpect the transfer to have a significant eftecits financial

position.

APPROVAL OF THE FINANCIAL STATEMENTS

The Directors approved these financial statememtg8oMay 2010.
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