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FINANCIAL

AND OPERATIONAL HIGHLIGHTS

Poste Italiane Group

Results of operations

Poste Italiane SpA

2006 2007 2008 (€m) 2008 2007 2006
15,932 15,821 15,906 Revenues and earned premiums 9,825 9,809 9,503
of which:
5,339 5,637 5,483 Postal Services 4,953 5,019 4,849
4,383 4,500 4,538 Financial Services 4,781 4,709 4,594
5,994 5,641 5,635 Insurance Services n.a. n.a. n.a.
216 242 350 Other Services 91 81 60
1,486 1,777 1,473 Operating profit 1,242 1,688 1,194
676.0 843.6 882.6 Profit/(Loss) for the year 720.8 704.4 483.0
9.3% 11.2% 9.3% ROS (*) 12.6% 16.2% 12.6%
2.0% 2.3% 1.8% ROI (**) 2.4% 3.1% 2.4%
66.9% 63.8% 46.8% ROE (***) 42.5% 59.0% 51.6%
n. a.: not applicable.
(%) ROS (Return on Sales) is the ratio of operating profit to revenues from ordinary activities.

(**)

ROI (Return on Investment) is the ratio of operating profit to average operating assets.

Operating assets equal assets less investment property and non-current assets held for sale.
(***) ROE (Return on Equity) is the ratio of profit before tax to equity for the two comparative periods.

Poste Italiane Group

Financial position

Poste Italiane SpA

31 Dec 2006 31 Dec 2007 31 Dec 2008 (€m) 31 Dec 2008 31 Dec 2007 31 Dec 2006
2,498 3,073 3,422 Equity 3,089 2,910 2,471
673 261 (684) Net debt 9 876 1,205
3,171 3,334 2,737 Net invested capital 3,098 3,786 3,677
Poste Italiane Group Other information Poste Italiane SpA
2006 2007 2008 (€m) 2008 2007 2006
556 611 712 Investment 654 567 675
of which:
556 608 712 Capital expenditure 636 549 518
- 3 0.3 Financial investments 18 18 157
154,528 165,734 155,732 Average workforce (*) 152,311 152,474 151,470
Certain amounts for 2007 have been reclassified in order to ensure comparability across the two years.
(*) The average workforce (shown in full-time equivalent terms) includes the flexible workforce and excludes seconded and suspended staff.
Other data for Poste Italiane SpA 31 Dec 2006 31 Dec 2007 31 Dec 2008
Operational highlights (€m)
Current accounts (average for the period) 35,663 36,157 33,723
Post Office savings books 70,583 76,287 81,801
Interest-bearing postal certificates 176,162 184,136 185,543
Other indicators
Number of outstanding current accounts (000) 4,880 5,230 5,383
Number of Post Offices 13,893 13,944 13,991
Levels of service delivered within 2006 2007 2008
Priority Mail 1 day 88.1% 88.2% 90.6%
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POSTE ITALIANE GROUP

Total revenues: segment information

‘ 2006 2007 ‘ 2008

B 31.4% B 32.3% B 30.8%

25.7% 26.2% 25.7%

0 40.9% 1 39.3% 0 40.7%

H 2% W 22% H27%
(€m) 2006 2007 2008 2007 vs 2006 2008 vs 2007
B Postal Services 5,351 5,653 5,506 3.8% -0.8%
Financial Services 4,383 4,505 4,594 2.8% 2.0%
% Insurance Services 6,976 6,750 7,268 -3.2% 7.7%
B Other Services 346 379 484 9.5% 27.7%
Total 17,056 17,187 17,852 0.8% 3.9%

Revenues and earned premiums: segment information

2006 2007 2008
B 33.5% B 35.0% B 345%
27.5% 28.4% 28.5%
[ 37.6% 1 35.0% [ 34.8%
W 1.4% H 15% W 22%
(€m) 2006 2007 2008 2008 vs 2007
B Postal Services 5,339 5,637 5,483 -1.0%
Financial Services 4,383 4,500 4,538 0.8%
2 Insurance Services 5,994 5,541 5,535 -0.1%
B Other Services 216 242 350 44.6%
Total 15,932 15,821 15,906 0.5%
POSTE ITALIANE SPA
External revenues
' 2006 2007 l 2008
’ W 44.3% , B 45.2% ’ W 44.4%
0 2.8% N 24% 0 22%
52.2% 51.6% 52.4%
H0.7% H 09% H 1.0%
(€m) 2006 2007 2008 2007 vs 2006 2008 vs 2007
B Mail and Philately 3,897 4,126 4,045 5.9% -2.0%
[ Express Delivery and Parcels 248 218 202 -12.1% -7.3%
BancoPosta Services 4,594 4,709 4,781 2.5% 1.5%
B Other Revenues 60 81 91 35.0% 12.3%
Total 8,799 9,134 9,119 3.8% -0.2%

(*) External revenues do not include publisher tariff subsidies and Servizio Postale Universale (Universal Service Obligation - USO) compensation, totalling 706 million euros
(675 million euros in 2007).
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(1) The Board of Directors, which was elected by the General Meeting of 29 May 2008, has a term of office of three years, which will expire on
approval of the financial statements for 2010. The Board of Directors” meeting of 9 June 2008 elected the Deputy Chairman and Chief Executive
Officer (CEO).

(2) The appointment as General Manager was approved by the Board of Directors’ meeting of 24 May 2002.

(3) The Board of Statutory Auditors was elected by the General Meeting of 14 May 2007 and has a term of office of three years, which will expire on
approval of the financial statements for 2009.

(4) The functions were assigned by the Council of the Presidency of the Court of Auditors, in its Resolution of 8-9 November 2006, with effect from
1 January 2007.

(5) Appointed by the General Meeting of 14 May 2007 for three years.
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1. CORPORATE GOVERNANCE

Poste ltaliane SpA is 65% owned by the Ministry of the Economy and Finance and 35% owned by Cassa Depositi e Prestiti
SpA. General Meetings of shareholders are held periodically to vote on matters reserved by law to shareholders.

The governance model adopted by Poste Italiane SpA is based on the traditional separation of the functions of the Board
of Directors and those of the Board of Statutory Auditors. Responsibility for accounting controls has been assigned to an
auditing firm.

The Board of Directors consists of 5 members. Certain amendments were made to the Company'’s Articles of Association
at the General Meeting of shareholders of 28 May 2008, including setting a limit of five on the number of members of the
Board of Directors, in line with the provisions of Law 244 of 24 December 2007 (2008 Finance Act) and additional clarifica-
tions notified by the Ministry of the Economy and Finance on 20 May 2008 regarding provisions relating to the obligations
of companies controlled by the Treasury Department. The Board meets once a month to examine and vote on resolutions
regarding the operating performance, the results of operations, proposals relating to the organisational structure and trans-
actions of strategic importance. The Board met 11 times during 2008.

The Chairman exercises the powers assigned by the Articles of Association and those assigned to him by the Board of
Directors’ meeting of 9 June 2008.

The Deputy Chairman replaces the Chairman in the event of his temporary absence or impediment.

The Chief Executive Officer (CEQ) and General Manager has full powers for the administration of the Company across the
organisational structure, with the exception of the following powers that are reserved to the Board of Directors:

e the issue of bonds and the assumption of medium/long-term borrowings of amounts in excess of 25,000,000 euros,
unless otherwise indicated in specific resolutions passed by the General Meeting or the Board of Directors itself;

e strategic agreements;

e arrangements (with ministries, local authorities, etc.) involving commitments in excess of 50,000,000 euros;

e the incorporation of new companies, and the acquisition and disposal of equity holdings;

e changes to the Company'’s basic organisational structure;

e the purchase, exchange and disposal of properties with a value of more than 5,000,000 euros;

e the approval of regulations governing supplies, tenders, services and sales;

e the appointment and termination of the Manager responsible for financial reporting, as proposed by the CEO and with
the prior approval of the Board of Statutory Auditors, including the granting of adequate resources and powers.

The Board of Directors also examines and approves the long-term business plans and annual budgets prepared by the CEO,
approving strategic guidelines and directives for Group companies proposed by the CEO. The Board must approve the CEQ'’s
proposals regarding the exercise of the Group’s vote at the general meetings of subsidiaries and other investee companies.
All key departments report to the CEO.

Specifically regarding matters relating to internal controls, under the new Articles of Association the Internal Auditing
department reports to the Board of Directors, or alternatively, if necessary, to a Board Committee established for this pur-
pose by the Board of Directors.
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1. Corporate governance -

The Board of Statutory Auditors has 3 active members appointed by the General Meeting. Pursuant to art. 2403 of the
Italian Civil Code, the Board verifies compliance with the law, the articles of association and with correct corporate gover-
nance principles, also verifying the adequacy of the organisational structure and administrative and accounting systems
adopted by the Company and their operational effectiveness. In 2008 the Board met 24 times.

The General Meeting appoints a registered auditing firm to audit the Group’s accounts, as required by art. 2409-ter of the
Italian Civil Code. The appointed firm must also be enrolled on the Register held by the CONSOB. The engagement is for
a three-year term and the current contract is due to expire on approval of the financial statements for 2009.

Poste Italiane SpA has recommended that its larger subsidiaries assign responsibility for accounting controls to an audit-
ing firm (where possible, the same firm engaged by the Parent Company). The statutory auditors of other subsidiaries are
to continue to carry out this activity.

The Board of Directors’ has established a Remuneration Committee, which is responsible for making proposals to the
Board regarding the remuneration of executive directors.

In accordance with Law 259 of 21 March 1958, which requires parliamentary scrutiny of the financial management of agen-
cies to which the State contributes on an ordinary basis, Poste Italiane SpA is subject to controls by the Italian Court of
Auditors, which examines its budget and financial management. The controls consist in ascertaining the legitimacy and reg-
ularity of management activities, as well as of the operation of internal controls.

The Poste ltaliane Group has equipped itself with a system of behavioural and technical rules capable of guaranteeing the
standard application of corporate governance regulations. This is ensured via coordination of decision-making processes
regarding aspects, issues and activities of strategic interest and/or importance, or whose impact may involve significant
financial risks for the Group. The rules are based on the Group's Interrelations Map, which was approved by the Board of
Directors of Poste Italiane SpA on 19 January 2004 and updated on 26 March 2007.

The system for delegating powers entails the assignment of powers to the various departmental heads in relation to the
activities carried out, via the granting of powers to specific persons.

The Supervisory Board consists of three external professionals with proven experience and expertise, backed up by a
Technical Secretariat that comprises the heads of the departments involved in implementing the Organisational Model
(Human Resources and Organisation, Legal Affairs, Finance, Corporate Affairs, Internal Auditing and Security & Safety). The
Supervisory Board and the Technical Secretariat meet regularly throughout the year.

Poste Italiane SpA's internal control system consists of a systematic body of rules, procedures and organisational struc-
tures, which aim to prevent or limit the consequences of unexpected events and enable the Company to achieve its strate-
gic and operating objectives (that is effective and efficient operations and safeguarding the Company'’s assets), comply with
the relevant laws and regulations (compliance) and ensure the correctness and transparency of internal information.

In this context, the Internal Auditing department assists the organisation in the pursuit of its business and governance
goals, supporting executives and management in the fulfilment of their roles in relation to the internal control system and
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the management of risks. The aim is to promote continuous improvements in the Company's corporate governance mech-
anisms and in its risk management and control processes, thereby promoting the spread of an internal control culture with-
in the framework of a single and extensive system covering the whole Company, and thus going beyond the management
of legal aspects alone.

Audit activities usually lead to the preparation of action plans by the relevant managers, including timely improvement ini-
tiatives aimed at keeping risks at an acceptable level.

2008 saw an additional step in the progressive coverage of the main business processes (based on a risk analysis
approach), aimed at constantly ensuring adequate assessment of the internal control system. This is based on an integrat-
ed approach, designed to bring all the audit procedures carried out, for various purposes, within the framework of an over-
all annual plan, thus giving priority to Company-wide processes that apply across all areas of business.

The initiatives carried out were designed to support the audit plans drawn up by the Supervisory Board pursuant to
Legislative Decree 231/01, as well as the duties of the Manager responsible for financial reporting appointed in accordance
with Law 262/05, the Savings Law, and subsequent provisions.

Regarding matters governed by Legislative Decree 231/01, in addition to ordinary assurance activities (independent assess-
ments) designed to monitor the Organisational Model provided for by corporate procedures, further projects were launched
including the drawing up of specific Guidelines aimed at rationalising information flows and reporting to the Supervisory
Board.

Poste Italiane SpA's direct subsidiaries have also adopted their own Organisational Model for the purposes of Legislative
Decree 231/01, which is monitored by a Supervisory Board appointed by the subsidiaries.

The Group’s Code of Ethics, which was approved during the Board of Directors’ meeting of 3 November 2003 and subse-
quently amended by the Board of Directors’ meeting of 27 January 2006, establishes behavioural guidelines for employ-
ees, Directors and anyone acting on a permanent or temporary basis on the Group's behalf, which are to be followed dur-
ing day-to-day activities and in conducting relations both inside and outside the Company.

As of 1 January 2008, pursuant to Legislative Decree 195/07, which has transposed the so-called EU Transparency
Directive into ltalian law, Poste ltaliane SpA is one of ltaly’s listed issuers, due to the bonds previously listed in
Luxembourg.

Consequently, the Company is subject to the regulations, where applicable, of Legislative Decree 58/98 (the Consolidated
Finance Act)’, especially those provided for by articles 154-bis and 154-ter, as amended by the aforementioned Legislative
Decree 195/07, regarding financial reporting.

Therefore, the position of Poste Italiane SpA's Manager responsible for financial reporting, introduced in 2007 with an
amendment to the Articles of Association reflecting a voluntary decision made by the shareholders, has become a legal
obligation. This has entailed the assignment of additional duties and responsibilities, thereby modifying the process of adap-
tation undertaken by the Company since the Manager's appointment.

1. The provisions include the mandatory preparation of interim financial statements by the Poste Italiane Group, which prior to 2008 were prepared on a
voluntary basis.
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2. ORGANISATION

2.1 ORGANISATIONAL STRUCTURE OF POSTE ITALIANE SPA

2. Organisation -

The organisation of Poste Italiane SpA breaks down into the following business functions:

and the following staff functions:

Business Unit Postal Services
Business Unit Express and Parcels
Business Unit Philately

Business Unit BancoPosta

Retail Market

Business Customers

Customer Services and Quality

Business Unit Postal Services, Business Unit BancoPosta, Business Unit Express and Parcels, and Business unit philately
are responsible for developing the related products and services and managing a part of the operations involved in their
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supply.

Business Unit Postal Services is also responsible for planning and managing the logistics process, and for the provision of
new integrated mail services.

Retail Market and Business Customers are the commercial channels responsible for developing and managing frontline
commercial activities for all customer segments.

Another vital customer relations channel is Customer Services and Quality, which provides assistance to customers via the
Contact Centres.

Staff functions are central departments that manage, control and provide business support services.

During 2008 some of the major components of the Company’s macro-organisational model were revisited to enable the
Company to tackle changes in the competitive environment. Partly deriving from imminent deregulation of postal services,
the new scenario will also entail refinement of the targeting of policies and commercial processes in order to improve serv-
ice quality and increase customer loyalty.

Within this context, the most important organisational initiatives included:

e creation of the Business Unit Postal Services function, together with the dissolution of the Mail Business Unit and the
Chief Operating Office. This decision, which capitalised on the performance of the two former entities in terms of
increased efficiency of the logistics process and product and service innovation, aims to take advantage of the close link
between marketing and operating processes, in order to reduce time to market and increase the profitability of the
products and services provided;

e specialisation of commercial channels through identification of two distinct organisational areas to manage the
commercial processes of different target segments, which led to the creation of the Retail Market and Business
Customers functions, together with dissolution of the Chief Network and Sales Office;

e reorganisation of Contact Centres, leading to the creation of the Customer Services and Quality function, aimed at
enhancing and optimising existing assets and taking advantage of new business opportunities.

Other significant initiatives included:

e organisational consolidation of financial services, including establishment of the Financial and Insurance Products
Committee, which will focus on developing the Group's range of financial and insurance products;

e establishment of an inter-departmental task force, aimed at identifying actions that would give greater operating and
managerial powers to local units, with a view to developing competitive and operating capacity at local level.

2.2.1 RETAIL MARKET

The Retail Market function manages the commercial front end for all market segments: Retail, SME (SOHO-Small Office
Home Office/SMB-Small to Medium Businesses), Business (Large and Medium Enterprises). The complex links with the
commercial development activities for business customers are ensured by the coordinating role played by the Business
Customers function in local units involved in business sales to Retail Market.

As shown in the table below, the organisation of the commercial network and related operational support processes breaks

down into three levels:

e Multi-regional Area Offices (referred to as Retail Market Area Offices), which also include Business customer sales
departments (for the Large and Medium Enterprise segments);

e Branches;

e Post Offices, which from a commercial point of view are classified as central, transit, relations, standard, service or
support offices.
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2. Organisation -

31 December 2007 31 December 2008
Number Workforce Number Workforce
Retail Market Area Offices 9 3,210 9 3,271
Branches 140 4,979 140 5,149
Post Offices 13,944 57,009 13,991 59,359

All workforce data is shown in full-time equivalent terms.

During the year a portion of financial back-office activities were centralised within Centralised Service Teams, 15 Local
Deposits were introduced and commercial departments were strengthened, at both Area Office and Branch levels. The
increase in the total number of staff employed in Post Offices, resulting from the key process of vertical mobility (the trans-
fer of staff to counter positions), which eliminated the use of flexible staff in this area, is aimed at strengthening commer-
cial operations.

RETAIL

As well as comprising the main sales channel for postal and financial products and services to retail customers, in small
communities Post Offices are also points of reference for social purposes and public services.

Via its network of Post Offices, the Company also provides a wide range of services to the public on behalf of the Public Sector,
including the digitalisation of processes and as a partner in the external management of certain administrative procedures.

Back-office activities are partly carried out at Post Offices, and partly at 15 specialist service centres (Centralised Service
Teams) spread around the country. These centres, which have been created with the goal of streamlining, standardising
and speeding up back-office activities following the sale of financial services, also deal with opening current accounts and
ancillary services, loan and mortgage approval processes and certain post-sales activities.

In order to improve service quality at Post Offices and develop the network’s commercial potential, by differentiating serv-
ice provision activities from those linked to higher value-added operations, special “Financial Products” and
“PosteBusiness” areas have been created. These spaces are used exclusively to offer the latest in financial products and
services aimed at Retail and SME customers. At 31 December 2008, the number of “Financial Products” areas, managed
via a highly advanced reporting system, designed to promptly monitor commercial performance, amounted to 4,600.

Moreover, in order to achieve continual service quality improvement by optimising operational management of the area net-
work, a Service Zone concept has been introduced. Under this system, all the Post Offices in a particular area are consid-
ered an integrated organisational service provision entity. Under this approach, within the scope of defined geographical
areas, each Post Office will specialise in a specific range of products and services, taking into account geographically based
demand analysis, whilst continuing to offer widespread availability and access for customers to all Poste ltaliane products
and services. This project has been implemented in so-called Sub-Post Office networks, which cover approximately 3,500
Post Offices.

The organisational model of Branch and Area Office commercial departments was also revisited during the year, in order
to achieve more effective commercial management of sales channels and specialisation in Poste Italiane SpA's most strate-
gic segments.

Specifically, the following were introduced:

e segment specialists at Branch level, with a view to improving the knowledge of products among Post Office sales forces,
providing ongoing training and giving adequate support to sales processes;

e commercial channel specialists, with a view to improving dissemination of commercial policies at Post Offices.
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A new clustering of “commercial” Branches in terms of market potential was also defined, in order to identify targeted
commercial initiatives and actions.

SME

SME customers (segmented into Small Office/Home Office and Small to Medium Businesses) are managed as part of the
Retail sales organisation, primarily through the PosteBusiness channel, which, in addition to traditional services, also offers
numerous integrated products and services. This channel comprises around 1,150 outlets, including PosteBusiness
Offices?, Specialist Areas® and Specialist Counters®.

Geographical distribution of Post Offices
and Branches

Geographical distribution of Area Offices

North Eastern Area O.
based in Venice:
Veneto

Trentino Alto Adige
Friuli Venezia Giulia

Lombardy Area Office
2
0 - based in Milan

North West
Area Office:
Piedmont

Aosta Vall
Licg);SuSa aey North Central Area O.
based in Bologna:

Emilia Romagna

2,002
71 Il ’
1,484

473 Marche
1,030 Central Area Office 1 Southern Area Office 1
based in Florence: based in Bari:
290 K Tuscany Puglia
- Umbria Molise
457 Basilicata

Central Area Office
based in Rome:
Lazio

Sardinia
Abruzzo

Southern Area Office 2
based in Palermo:
Sicily

Southern Area O.
based in Naples:
Campania

Post Offices
Il Branches

Calabria

2.2.2 BUSINESS CUSTOMERS

The Business Customers function is responsible for developing sales revenues for the Business and Public Sector seg-
ments.

Business customers (segmented into Top Account, Large Account, Medium Enterprise and Public Sector) are managed by
the direct sales network, which operates on a centralised basis for Top and Central Government customers and, at area
level, through the nine Commercial Business Areas within the Retail Market Area Offices, for other types of customer.
Post-sales activities are taken care of by specific units at central level (for Top and Central Government customers) as well
as at area level.

2. Offices exclusively dedicated to customers from this segment, either located within Central Post Offices or stand-alone.
3. PosteBusiness sales areas and counters located in traditional Post Offices.
4. PosteBusiness counters located in traditional Post Offices.
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2. Organisation m-

2.2.3 CUSTOMER SERVICES AND QUALITY

In addition to the physical distribution channels, another fundamental means of contact with customers is represented by
the Contact Centre, an operating unit designed to help provide innovative services and integrate the Poste Italiane Group's
offering. The Centre employs around 1,600 staff to provide customer assistance, process complaints and carry out tele-
marketing activities. Poste Italiane SpA also offers new integrated Contact Centre solutions and services to the external
market and currently manages call centre services for private companies and a number of major Public Sector organisa-
tions, as well as for certain Group companies (e.g. PosteMobile SpA).

2.2.4 BUSINESS UNIT POSTAL SERVICES

The Business Unit Postal Services department is responsible for planning and managing the logistics process®, providing
innovative and integrated services and developing and managing the mail services portfolio by identifying new business
opportunities, as well as planning, creating and launching new products and services.

The logistics network is organised on two levels, the first of which deals with coordination and is represented by Area
Logistics Offices responsible for one or more regions, whilst the second is operational and includes sorting centres
(mechanical and manual) and urban and provincial Delivery Offices.

The Area Logistics Offices coordinate and support the smooth running of logistics within their related areas, where both
traditional and automated sorting centres are located. Moreover, the network of mail sorting centres is a dynamic and
evolving structure, in terms of number and geographical distribution, aimed at adapting to customer requirements and
thereby guaranteeing improved quality for postal services as well as provision of new services.

The Sorting Centres collect, transport and sort ordinary and registered mail, using highly automated equipment. Two of
these centres (Rome Fiumicino and Milan Peschiera Borromeo) are also equipped with material handling facilities for inter-
nal handling of mail containers. Mail dispatched by large customers is also collected at these centres.

In provincial areas, the same activities are carried out manually by Operating Postal Centres, whilst collection, transport and
delivery procedures are carried out at Delivery Logistics Centres.

Reorganisation of the delivery sector is nearing completion, via actions to correct the original model aimed at increasing
the efficiency of the organisational system and guaranteeing higher service standards, as agreed with the labour unions on
6 and 29 February 2008. The new “Postal Delivery Innovation” project entails amalgamation of the former Dedicated and
Special Delivery organisation into a new national organisation called the “Market Organisation”, which will provide logisti-
cal support for the Universal Delivery service, connections to and from Post Offices and implementation of high-value-
added services.

Redesign of the 932 Distribution Centres envisaged for the whole project, in accordance with the new guidelines, has
enabled the re-launch of 729 Centres.

31 December 2007 31 December 2008
Number Workforce Number  Workforce
Area Logistics Offices (*) 11 1,470 11 1,695
Sorting Centres 20 10,642 23 11,623
Operating Postal Centres 48 4,379 41 3,347
Delivery Logistics Centres 31 1,349 35 1,426
Delivery Offices (**) 4,606 49,486 4,103 50,641

All workforce data is shown in full-time equivalent terms.

(*) At 31 December 2008 the geographical distribution is as follows: Piedmont, Aosta Valley and Liguria; Lombardy; Veneto, Trentino Alto Adige and Friuli
Venezia Giulia; Emilia Romagna and Marche; Tuscany and Umbria; Lazio, Abruzzo and Molise; Sardinia; Campania; Puglia and Basilicata; Calabria; and
Sicily.

(**) Delivery staff include 43,654 mail carriers and mail carrier supervisors (42,979 at 31 December 2007).

5. Logistics management covers the entire process of collection, transport, sorting and delivery of postal products.
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The process of implementing the new organisational structure for both logistics and delivery activities proceeded in 2008,
with the aim of improving service quality and operating efficiency. This has involved the redeployment of staff and horizon-
tal mobility designed to optimise use of the workforce. Specifically, the table shows decreases in staff in the Operating
Postal Centres and Delivery Logistics Centres, deriving from the change in the number of operating units within these cat-
egories and efficiency improvements implemented; an increase in staff permanently employed at Sorting Centres deriving
from the change in the number of operating units within these categories, compared with a reduction in use of flexible
workers, partly offset by efficiency improvements implemented; and an overall increase in the number of staff at Delivery
Offices and Distribution Centres, linked to the trend towards permanent employment (recruitment of staff from recruit-
ment lists). This process, together with efficiency improvements implemented in the delivery sector, enabled a sharp
reduction in the use of flexible workers.

Distribution of Area Logistics Offices Distribution of Postal Network

SC OPC DLC

Piedmont — Aosta Valley — Liguria 3 5 3
Lombardy *! 4 1 8
Triveneto 3 5 5
Emilia Romagna — Marche 2 5 6
Tuscany — Umbria 2 7 1
Lazio ** — Abruzzo — Molise 3 8 2
Campania 1 1 3
Puglia — Basilicata 1 2 2
Calabria 1 2 -
Sicily 2 3 4
Sardinia 1 2 1
Total 23 41 35

(*) Including the International Exchange Centre.

(**) Including the old Sorting Centre at Rome San Lorenzo.
The Operating Postal Centres include the Printing Centre at Rome Romanina.

The Business Unit Postal Services function also coordinates eleven Service Centres, nine of which provide integrated mail
services (including the Integrated Notification Service and the Regularisation of Immigrant Workers), and two Electronic
Communication Service Centres, which primarily manage operations relating to a number of online mail services.

The transport network uses both proprietary and leased vehicles operated by the Company, whilst the subsidiaries, Mistral
Air Srl and Poste ltaliane Trasporti SpA, provide air and land transportation, respectively.

2.2.5 OTHER BUSINESS FUNCTIONS

Business Unit BancoPosta, Business Unit Express and Parcels, and Business Unit Philately are centralised departments
which — both directly and via a number of Group companies that report to them — create, design and manage the Group'’s
ranges of postal products and services, financial services, express delivery and parcel services, and philatelic products.
These functions also carry out certain operations involved in their areas of business at facilities located around the coun-
try, as shown below.

BancoPosta:

e five Unified Service Automation Centres, where the bills paid at Post Offices are sent and processed;
e two Cheque Centres for the processing of cleared cheques.
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The Business Unit Express and Parcels function operates two international gateways that enable the international
exchange of parcels and express mail items.

2.2.6 STAFF FUNCTIONS

Staff functions work closely with the Business departments in order to provide support across all areas of business with
the aim of ensuring the smooth running of the Company. Certain functions (Human Resources and Organisation,
Purchasing, Internal Auditing, Chief Information Office, Real Estate and Security & Safety) also have their own local units
responsible for the correct operational implementation of guidelines laid down by the respective central functions.

2.3 STRUCTURE OF THE POSTE ITALIANE GROUP

Poste Italiane Group at 31 December 2008: main companies
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3. FINANCIAL REVIEW

3.1 RISK MANAGEMENT FOR THE GROUP AND POSTE ITALIANE SPA

MACROECONOMIC ENVIRONMENT

Poste Italiane SpA's operating performance in 2008 was affected by the fallout from the crisis in the world’s financial mar-
kets, by a general slowdown in global economic growth, resulting in a sharp decline in GDP growth, and a reduction in
[talian retail sales and consumer spending. These various factors have dragged the world into a recession, which is still
ongoing and is expected to continue throughout 2009.

In view of the less favourable macroeconomic and market environment compared with previous years, Poste Italiane SpA's
strategic guidelines for the period 2009-2011 aim to support revenue growth over time, introducing new value-added serv-
ices and maintaining a strong focus on efficiency.

MARKET CONDITIONS AND COMPETITION

Despite the reductions in market share due, on the one hand, to increased competition and, on the other, to the growing
popularity of alternative and more advanced forms of communication, the Company's overall strategy in the postal market
aims to speed up its response to market developments and customer expectations. This is reflected in organisational and
operational changes that have resulted in the close integration of operations and marketing, ensuring a more agile reaction
to market trends. New registered mail products have been launched at sorting centres, guaranteeing extremely rapid deliv-
ery times (“Raccomandata 1") and alterations have been made to handling processes, resulting in improvements in quality.
In addition to the above-mentioned financial crisis, the Company’s financial services are faced with growing competition
from the banks, who are increasingly turning their attention to retail banking, where Poste ltaliane SpA's presence has tra-
ditionally been strongest. In this area, the Company’s strategy is to offer extremely low-risk, highly liquid savings products.

FRAUD AND EXTERNAL EVENT RISKS

Poste Italiane SpA pays great attention to security in order to protect both its staff and the Company’s assets, and deal
with the risks deriving from fraud or criminal actions committed by external agents. These risks are monitored via the
antiphishing system, which identifies any attempts at phishing for customers’ details, the Security Control Room, which
will be described in the section on Investment, information campaigns aimed at customers, heightened fraud prevention
initiatives and an increased internal investigation capacity, as well as greater synergies with the police and magistrates.
2008 witnessed a reduction in robberies compared with the previous year.
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3. Financial review -

FINANCIAL RISK MANAGEMENT

Definition and optimisation of the financial structure, over both the short and medium/long term, and management of the

Group's related cash flows are the responsibility of the Parent Company’s Finance department, acting in accordance with

the general guidelines established by governance bodies.

Management of the Group'’s financial assets and liabilities is primarily attributable to the operations of the Parent Company

and the insurance subsidiary, Poste Vita SpA.

Balanced financial management and monitoring of the main risk/return profiles are carried out by organisational structures

operating separately and independently. In addition, specific processes are in place governing the assumption, manage-

ment and control of financial risks, including via the progressive introduction of appropriate information systems. From an
organisational viewpoint, the model consists of:

e a Finance Committee, which oversees Poste Italiane SpA's financial strategy, based on indicators referring to internal
planning and the external economic/financial cycle. The Committee meets at least on a quarterly basis and is a specialist
body that advises on the analysis and identification of investment and disinvestment opportunities;

® a Risk Measurement and Control function carried out by appropriate functions established within the Parent Company
and the subsidiaries that provide financial and insurance services (BancoPosta Fondi SpA SGR and Poste Vita SpA), and
that operates on the basis of the organisational separation of risk assessment from risk management activities. The
results of these activities are examined by the relevant advisory committees, which are responsible for carrying out an
integrated assessment of the main risk profiles. The outcomes of these assessments are then examined by a Risk
Committee set up by the Parent Company.

With regard to the Parent Company, financial transactions regard BancoPosta's operations as governed by Presidential
Decree 144/01. In particular, these transactions regard management of the liquidity deposited in postal current accounts,
carried out in the Company’s own name but subject to restrictions on the investment of such liquidity in compliance with
the applicable legislation, and the management of collections and payments in the name and on behalf of third parties, as
well as the funding of assets and the investment of its own liquidity.

Following abandonment of the previous investment policy in compliance with the related legislation®, in 2008 BancoPosta
was engaged in reinvesting the funds deriving from maturing government securities. This was done by taking account of
the maturities of liabilities, in accordance with an amortisation schedule approved by the Board of Directors on the basis
of a statistical/econometric model, developed by a leading consulting firm, that reflects the interest rates and maturities
typical of postal current accounts. This model is updated continually’. Both types of investment (government securities and
liquidity deposited with the MEF) are exposed to interest rate risk that is analysed and monitored on the basis of the finan-
cial nature of the instruments and managed via an appropriate hedging policy. In particular, intensification of the financial
crisis, and the continued worsening of the macroeconomic situation in early 2009, could result in further cuts in interest

6. The 2007 Finance Act repealed the obligation for Poste Italiane SpA to transfer deposits made by BancoPosta’s private customers with the MEF, and
introduced the obligation to invest such deposits in euro area government securities.

7. In this regard, it is likely that in future the postal current account deposits of Public Sector customers will also be invested in euro area government
securities. This reflects the European Commission’s decision of 16 July 2008 relating to the level of interest rates paid to the Parent Company (pursuant
to art. 1, paragraph 31 of Law 266 of 23 December 2005, the 2006 Finance Act) on liquidity deriving from the postal current account deposits of Public
Sector customers held on deposit with the MEF.
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rates. This would, above all, impact on income from the investment of liquidity deriving from postal current account
deposits, following the reinvestment of funds deriving from euro area government securities close to maturity. As a pre-
caution, therefore, the Parent Company has purchased forward contracts to hedge its exposure to this kind of risk in
respect of a large part of the securities maturing in 2009.

The Group’s own liquidity is managed in accordance with investment guidelines approved by the Board of Directors, which
require the Parent Company to invest in instruments such as government securities, high-quality corporate or bank bonds
and term bank deposits. The financial instruments held by the insurance company, Poste Vita SpA, primarily regard invest-
ments designed to cover its contractual obligations to policyholders who have taken out classic with profit life policies and
index-linked and unit-linked policies. Other investments in financial instruments regard investment of the insurance com-
pany's free capital.

With regard to cash flow management within the Group, a centralised treasury management system enables the automat-
ic elimination of co-existing large debit and credit balances attributable to individual companies, offering the Group advan-
tages in terms of improved liquidity and a reduction in the related risk. The system includes the five main subsidiaries and
makes use, via the banking channel, of zero balance cash pooling. In this way cash flows between the current accounts of
subsidiaries and the Parent Company are transferred on a daily basis.

Poste Vita SpA'’s financial risks relate to separately managed accounts in the Branch | category sold by the company and,
as is typical in the insurance business, deriving from the guaranteed minimum returns on investment to be paid to policy-
holders, and the potential impact on the financial statements of the measurement of the assets in which the technical pro-
visions are invested.

Investments are continuously monitored by the company, which also uses some of the most advanced risk analysis meth-
ods (statistical matrix). The aim is to evaluate the compatibility of the estimated risks with how far they are sustainable,
based on the size of the balance sheet and the returns earned. The results of overall investment activities and the above
risk analysis are described to and discussed by the specially established Risk Committee.

With regard to life assurance products in Branch Ill, consisting of index-linked and unit-linked policies, which do not offer
guaranteed capital or guaranteed minimum returns, the company has taken steps to safeguard its own and the Group's
reputation and its operating capacity by monitoring changes in the risk profile, a practice that became even more rigorous
during the year as the crisis in financial markets worsened®.

Particular attention was given to monitoring certain financial instruments underlying index-linked policies issued in the peri-
od 2001-2002 by Programma Dinamico SpA, a securitisation vehicle set up under Law 130/99 that matches the definition
of control established in the combined provisions of IAS 27 and SIC 12. These instruments bring together different finan-
cial positions, including securitisation transactions and credit and financial derivatives, whose performances were affected
by the financial and credit market crisis. Whilst it is true that, in accordance with the legal nature of the products in ques-
tion, the related investment risk is transferred to policyholders, the company assesses the need to restructure its portfo-
lios in order to safeguard its commercial interests, which could be prejudiced by widespread dissatisfaction among cus-
tomers, and the potential impact on its reputation as a result of a general expression of discontent.

In this context, in response to the continuing decline in the value of the securities underlying Programma Dinamico’s
“Classe 3A Valore reale” and “Ideale” index-linked policies, in December 2008 Poste Vita SpA offered policyholders the
opportunity to convert these policies into Branch | policies providing guaranteed minimum returns. This was done to allow
policyholders to reduce their risk exposure, in view of the changed scenario.

Further information on financial risk management is provided in the notes to the consolidated and separate financial state-
ments for the year ended 31 December 2008 (note 3 in both documents).

8. The crisis that came to the fore in 2008 has had a significant impact on the performances of all financial instruments on the market and, in particular, on
margin accounts, which are exposed to higher degrees of risk and fair value volatility. The systemic significance of the crisis has also led all the major
regulatory authorities to request a series of disclosures with the aim of, on the one hand, assessing the effective risks to which intermediaries and their
debtors are exposed and, on the other, checking on compliance with the regulations designed to protect customers. In this regard, in October 2008 the
Italian Antitrust Authority requested the Parent Company to provide information pursuant to “Regulations governing the investigation of unfair commercial
practices”, which the Company promptly provided.
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RISKS CONNECTED TO HUMAN RESOURCES MANAGEMENT

The significance of the Company's staff costs means that any changes in legislation, regarding contributions or other staff-
related matters, can have a substantial impact on its operating results. For example, following the entry into force of art.
20 of Law 133/08 from 1 January 2009, Poste ltaliane SpA is required to pay contributions to INPS to cover maternity,
unemployment and sickness benefits, resulting in an increase in contributions costs.

In addition, the Company continues to be involved in labour disputes regarding its use of fixed-term contracts. This has
resulted in a number of important labour union agreements designed to resolve the situation, as reported in the section on
Industrial relations. The last of these agreements was signed on 10 July 2008.

Achievement of the Company's objectives is dependent on the ongoing development of its staff through training courses,
run in collaboration with some of the best training schools, and e-learning initiatives designed to enhance the professional
skills of the Company’s employees. A further initiative, known as the “Professional Model”, was introduced in 2008. By
specifying workers' roles, the Model aims to fill in any gaps between labour legislation and the collective contract, improve
relations with the unions and government bodies and reduce the number of disputes.

OTHER OPERATIONAL RISKS

Certain trading relations are governed by specific agreements, some of which have expired. Negotiations regarding the
related financial conditions and other aspects of their renewal are often complex.

In particular, the Company is continuing to manage postal savings services in early 2009, despite the related agreement
having expired on 31 December 2008. Negotiations are now underway. It should also be noted that, with regard to trading
relations with Cassa Depositi e Prestiti (CDP), a number of significant areas of disagreement have arisen with regard to
achievement of the objectives set out in the related contract.

With regard to the subsidised tariffs for publishers provided by Poste Italiane SpA, the Cabinet Office does not have suffi-
cient funds available in its budget to pay for a substantial portion of the services provided by the Company. Payment for
the subsidies can only take place following specific measures that define the related procedures and the timing of addi-
tions to the budget.
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This section provides a summary of the operating results and financial position of the Poste Italiane Group and the Parent
Company, Poste Italiane SpA, in 2008.

3.2 OPERATING RESULTS

INCOME STATEMENT

(€m)
Poste Italiane Group Poste Italiane SpA
Increase/ Year ended Year ended Increase/
(Decrease) 31 December 31 December (Decrease)
% Amount 2007 2008 2008 2007 Amount %
0.9 92 10,279 10,371 Revenues 9,825 9,809 16 0.2
0.1) (6) 5,641 5,635 Earned premiums n.a. n.a. n.a. n.a.
Other income from financial
47.3 574 1,213 1,787 and insurance activities 55 6 49 n.s.
2.6 4 154 158 Other operating income 139 142 (3) 2.1
39 664.3 17,187.2 178515 Total revenues 10,019.5 9,956.7 62.8 0.6
4.9 122 2,465 2,587 Cost of goods and services 2,107 2,065 42 2.0
n.s. 1 0.3 1 Profit/(Loss) on disposal of properties n.a. n.a. n.a. n.a.
Net change in technical provisions for
(14.8) (902) 6,082 5,180 insurance business and other claims expenses n.a. n.a. n.a. n.a.
Other expenses deriving from financial
n.s. 1,370 317 1,687 and insurance activities 7 - n.s. n.s.
3.0 178 5,864 6,042 Staff costs 5880 5,715 165 29
(5.8) (33) 573 540 Depreciation, amortisation and impairments 492 528 (36) (6.8
n.s. (27) (17) (44) Capitalised costs and expenses (13) - n.s. n.s.
n.s. 260 126 386 Other operating costs 304 61 243 n.s.
(17.1) (304) 1,777 1,473 Operating profit 1,242 1,588 (346) (21.8)
10.3 24 234 258 Finance costs 236 233 3 1.3
28.8 68 236 304 Finance income 269 232 37 159
Profit/(Loss) on investments accounted
n.s. 0.7 (0.3) 04 for using the equity method n.a. n.a. n.a. n.a.
(14.6) (260) 1,778 1,519 Profit before tax 1,275 1,587 (312) (19.7)
(31.8) (297) 934 637 Taxation 554 883 (329) (37.3)
4.6 39 843.6 882.6 Profit for the year 720.8 704.4 16 2.3

Certain amounts for 2007 have been reclassified in order to ensure comparability across the two years.

n.a.: not applicable.

n.s.: not significant.

(*) Profit is entirely attributable to shareholders of the Parent Company, and no portion is attributable to minority interest.
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OPERATING RESULTS OF THE POSTE ITALIANE GROUP (*)

Total revenues Increase/(Decrease)
(€m) 2007 2008 Amount %
Postal Services 5,553 5,506 (47) (0.8)
Financial Services 4,505 4,594 89 2.0
Insurance Services 6,750 7,268 518 7.7
Other Services 379 484 105 27.7
Total Poste Italiane Group 17,187.2 17,851.5 664.3 39

(¥) After consolidation adjustments and elimination of intercompany transactions.

Total Group revenues (€m)

18000
e +9,.5% i t27.7%
15,000
-3.2% +7.7%
12,000
0000 |
+2.8% +2.0%
6'000 .................................................................
3,000 +3.8% -0.8%
2006 2007 2008
Il Postal Services Insurance Services
B Financial Services Other Services

A more detailed breakdown of revenues by type of revenue/income is shown below:

Other income

from financial Other
and insurance operating
Revenues Earned premiums activities income
Inc./(Dec.) Inc./(Dec.) Inc./(Dec.) Inc./(Dec.)
(€m) 2007 2008 % 2007 2008 % 2007 2008 % 2007 2008 %
Postal Services 5,637 5,483 (1.0) - - - - - - 16 23 43.8
Financial Services 4,500 4,538 0.8 - - - 6 55 n.s. 0 - n.s.
Insurance Services - - - 5,641 5,535 0.1 1,207 1,732 43.5 1 1 n.s.
Other Services 242 350 44.6 - - - - - - 137 134 (2.2)
Total Poste
Italiane Group 10,279 10,371 0.9 5541 5,535 (0.1) 1,213 1,787 47.3 154 158 2.6

n.s.: not significant.
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Postal Services Total revenues Increase/(Decrease)
(€m) 2007 2008 Amount %
Poste Italiane SpA 5,019 4,953
intercompany revenues 15 16
Poste ltaliane SpA — external revenues 5,004 4,937 (67) -1.3
SDA Express Courier SpA 442 457
intercompany revenues 158 151
SDA Express Courier SpA — external revenues 284 306 22 7.7
Postel Group 451 362
intercompany revenues 203 121
Postel Group — external revenues 248 241 (7) -2.8
Mistral Air Srl 21 24
intercompany revenues 16 19
Mistral Air Srl — external revenues 5 5 - -
Poste ltaliane Trasporti SpA 30 35
intercompany revenues 30 34
Poste ltaliane Trasporti SpA — external revenues - 1 1 n.s
[talia Logistica Srl 28 33
intercompany revenues 16 17
Italia Logistica Srl — external revenues 12 16 4 33.3
Consorzio Logistica Pacchi ScpA 71 115
intercompany revenues 71 115
Consorzio Logistica Pacchi ScpA — external revenues - - - n.s
Total external revenues 5,553 5,506 (47) -0.8

n.s.: not significant.

The Group's total revenues, amounting to 17,852 million euros, are up 3.9% on 2007, reflecting a slight reduction for Postal
Services (5,553 million euros in 2007 compared with 5,506 million euros for 2008), substantially stable revenues from
Financial Services (up from 4,505 million euros in 2007 to 4,594 million euros for 2008) and an increase in revenues from
Insurance Services (up from 6,750 million euros in 2007 to 7,268 million euros for 2008), despite the figure for earned pre-
miums being substantially in line with 2007 (a reduction of 6 million euros in premiums and other income from Insurance
Services compared with 2007). Total revenues from Insurance Services include 1,732 million euros (1,207 million euros in
2007) in other income from financial and insurance activities. The increase in this item compared with 2007 derives prima-
rily from movements in the fair value of financial liabilities.

These results reflects the Group's ability to successfully respond to the challenges presented by the current economic
downturn, which has resulted in a slowdown in the real economy, a fall in consumer spending and a reduction in savings
capacity.

Revenues from Other Services, generated by activities unrelated to the postal, financial and insurance segments, primari-

ly regard revenues from the following sources:

e income from property sales and leases generated by EGI SpA, totalling 87 million euros (37 million euros in 2007);

e sales through the Shop in Shop channel operating within the PosteShop network, amounting to 66 million euros (68
million euros in 2007);

* income from collective asset management activities carried out by BancoPosta Fondi SpA SGR, totalling 40 million euros
(38 million euros in 2007);

® revenues from services provided in connection with the regularisation of immigrant workers, amounting to 28 million
euros (33 million euros in 2007).
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COST ANALYSIS

Costs
(€m)

Cost of goods and services
Profit/(Loss) on disposal of properties

Net change in technical provisions for insurance business and other claims expenses

Other expenses deriving from financial and insurance activities
Staff costs

Depreciation, amortisation and impairments

Capitalised costs and expenses

Other operating costs

Total costs

n.s.: not significant.

Costs and other charges primarily regard the following items:

2007

2,465

6,082
317
5,864
573
(17)
126

15,410

3. Financial review -

2008 Inc./(Dec.) %

2,587 4.9
1 n.s.
5,180 (14.8)
1,687 n.s.
6,042 3.0
540 (5.8)
(44) n.s.
386 n.s.
16,379 6.3

e the cost of goods and services, which are up 4.9% compared with 2007, as a result of rises in the cost of raw materials,
increased expenses due to the new system of meal provision for staff (up 35 million euros on 2007) that extended the
distribution of luncheon vouchers to all staff from 1 September, and the costs connected to marketing the PosteMobile

service, which began operating in November 2007;

e |osses resulting from the fair value measurement of financial instruments (investments linked to Branch Il policies) held

by Poste Vita;

e the net change in technical provisions linked to the performance of premiums earned in 2008 which, together with claims

expenses, redemptions and other items, recorded a decline in obligations to policyholders;

e other operating costs, with the increase in this item primarily attributable to the Parent Company, as described below,
and the expected charges to be incurred by Poste Vita in relation to the conversion of two index-linked policies.

Staff costs, which are shown in the following table, also contributed to the increase in operating costs:

Staff costs Increase/(Decrease)
(€m) 2007 2008 Amount %

Salaries, social security contributions and sundry charges (*) 5,603 5,759 156 2.8
Net provisions for disputes 265 431 166 62.6
Provisions to/(Releases from) the solidarity fund (6) 0 6 n.s
Redundancy payments 57 55 (2) (3.5)
Total 5,919 6,245 326 5.5
Income from temporary contract agreement - (203) (203) n.s.
Reduction in staff termination benefits (curtailment) (55) - b5 n.s.
Total staff costs 5,864 6,042 178 3.0

n.s.: not significant.

(*) This includes the following items reported in note 37 to the consolidated financial statements: salaries and wages; social security contributions;

staff termination benefits; temporary work; Directors’ fees and expenses; other costs.
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The ordinary component of staff costs, relating to salaries, wages, contributions and sundry expenses, reports an increase
of 2.8%, which rises to 5.5% if provisions for liabilities and charges are taken into account. The increase from 5,919 mil-
lion euros in 2007 to 6,245 million euros in 2008 is essentially due to salary increases linked to renewal of the National
Collective Labour Contract for the four-year period 2007-2010, signed on 11 July 2007, and net provisions for disputes
which, as in the past, are mainly linked to the dispute over fixed-term contracts.

After taking into account the impact of non-recurring income of 203 million euros, deriving from the agreement reached on 10
July 2008 between the Parent Company and the labour unions, regarding the re-employment by court order of staff previously
employed by the Company on fixed-term contracts®, total staff costs amount to 6,042 million euros (5,864 million euros in 2007).

The above performance has resulted in Operating profit of 1,473 million euros (1,777 million euros in 2007). A breakdown
by segment is shown in the following table.

Operating profit: segment information Increase/(Decrease)
(€m) 2007 2008 Amount %
Postal Services 121 (57) (178) n.s.
Financial Services 1,390 1,156 (234) (16.8)
Insurance Services 210 232 22 10.5
Other Services 45 132 87 n.s.
Elimination ©* 11 10 (1) 9.1)
Total Poste Italiane Group 1,777 1,473 (304) (17.1)

Certain amounts for 2007 have been reclassified in order to ensure comparability across the two years.

(*) After consolidation adjustments and elimination of intercompany transactions.

(**) Elimination of inter-segment transactions in the form of interest paid to Group companies and thus recognised in these companies’ finance income.
n.s.: not significant.

Poste Italiane Group - EBIT by principal segment (€m)
1,500
1,250
1,000
750
500

250

(250)
2006 2007 2008 2006 2007 2008 2006 2007 2008

Bl Postal Services I Financial Services Insurance Services
After net finance income of 46 million euros (2 million euros in 2007), profit before tax amounts to 1,519 million euros

(1,778 million euros in 2007). Whilst continuing to account for a high proportion of profit, above all due to the high tax rate
applied by the Parent Company due to the large amount of non-deductible staff costs for the purposes of IRAP (regional

9. Under the agreement, staff who accept the related terms and conditions are required, as occurred following the agreement of 2006, to return any
amounts paid by the Company, following the sentence that ordered their re-employment, for periods during which they did not work.
These matters are discussed in the section “Industrial relations”.
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business tax), taxation was significantly down at 637 million euros in 2008, compared with 934 million euros for 2007. This
reflects both reductions in tax rates (IRES or corporation tax is down from 33% to 27.5%, whilst the ordinary IRAP rate is
down 0.35% from 4.25% to 3.90%), and the positive impact of the option, exercised by a number of consolidated compa-
nies, to deduct off-book tax deductions applied up to 31 December 2007. This enabled the Group to reduce deferred tax
liabilities by 148 million euros in return for payment of total substitute tax of 83 million euros, thus representing a tax ben-
efit of 65 million euros. The figure for taxation also reflects an IRES credit of 27.5 million euros. This derives from the deci-
sion to claim a rebate for IRES paid by consolidated companies, amounting to up to 10% of IRAP paid in previous years,
as established by art. 6 of Law Decree of 29 November 2008, converted into Law 2 of 28 January 2009.

Net profit for the year thus amounts to 883 million euros (844 million euros for 2007).

OPERATING RESULTS OF POSTE ITALIANE SPA

Revenues Increase/(Decrease)
(€m) 2007 2008 Amount %
Mail and Philately 4,126 4,045 (81) (2.0)
Express Delivery and Parcels 218 202 (16) (7.3)
Total external revenues from Postal Services " 4,344 4,247 (97) (2.2)
BancoPosta Services 4,709 4,781 72 15
Other revenues 81 91 10 12.3
External revenues 9,134 9,119 (15) (0.2)
Servizio Postale Universale subsidies " 371 364 (7) (1.9)
Tariff subsidies 304 342 38 125
Total Poste Italiane SpA 9,809 9,825 16 0.2

" External revenues from Business Unit Postal Services 4,344 4,247

USO subsidies 371 364

Tariff subsidies " 304 342

Total Business Unit Postal Services 5,019 4,953 (66) (1.3)

(**) Subsidies for services provided at discounted rates under the relevant legislation.

Poste Italiane SpA’s revenues amount to 9,825 million euros, which is substantially in line with the previous year (up 0.2%
on 2007) despite the recession.

External revenues are down from the 9,134 million euros of 2007 to 9,119 million euros, marking a reduction of 15 million
euros on the previous year. This reflects a decline in revenues from Postal Services (down 97 million euros on 2007) due
primarily, as discussed in the section on the various areas of business, to a reduction in unrecorded mail resulting from the
impact of deregulation of the postal services market, and slight increases in revenues generated by BancoPosta (up 72 mil-
lion euros) and Other Revenues (up 10 million euros). The result achieved by BancoPosta is particularly positive if viewed
in the light of the negative conditions in the financial markets. Moreover, with regard to the management of postal savings
deposits, it should be noted that, as a result of circumstances and events linked to the economic downturn and the crisis
in financial markets, which was also reflected in a far higher redemption rate than expected, a number of significant areas
of disagreement have arisen between Cassa Depositi e Prestiti and the Company with regard to achievement of the objec-
tives set out in the related agreement. In this respect, the Directors believe that Poste ltaliane SpA has, in any event,
behaved perfectly correctly, an opinion also confirmed by external legal advisors. However, on the basis of talks between
the two companies aimed at resolving the dispute, Poste Italiane SpA has made provisions based on a best estimate of
the charges that may result from such a resolution, as described in the paragraph on costs for the year.
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In the meantime, negotiation of a new contract has begun. This is of great operational importance for the Company, which
is continuing to operate in early 2009 without a contractual agreement having been reached.

The annual performance was also influenced by the European Commission’s Decision C42/2006 of 16 July 2008 which, as
discussed below in the section on the various areas of business, in addition to requiring the Company to return certain
amounts to the MEF, relating to what the Commission holds to be State aid received during the three-year period 2005-
2007, has had an impact on income from the investment of current account deposits. The floating interest rate used to
determine the return for 2008 has, in fact, been calculated on the basis set out in the Commission’s decision.

A portion of Servizio Postale Universale (Universal Service Obligation - USO) subsidies of 364 million euros, amounting to
359 million euros, was calculated on the basis of the subsidy-cap mechanism envisaged by the Contratto di Programma
(Planning Agreement) for 2006-2008, which was signed on 17 September 2008 by the Ministry for Economic Development,
in agreement with the Ministry of the Economy and Finance, and Poste Italiane SpA. The remaining 5 million euros also
relate to the above three-year period but, as will be explained below, are to be covered by a specific addendum.

The tariff subsidies due to the Company as a result of the legally required application of reduced-rate tariffs to certain sec-
tors (publishing, non-profit organisations, election campaign material) are up from the 304 million euros of 2007 to 342 mil-
lion euros for 2008, reflecting the increased amount of election campaign material sent compared with 2007 (14 million
euros in 2007, compared with 70 million euros in 2008). This was a result of the general and local elections held during the
year, which more than offset reduced publisher tariff subsidies received from the Cabinet Office.

COST ANALYSIS

Costs

(€m) 2007 2008  Inc./(Dec) %
Cost of goods and services 2,065 2,107 2.0
Other expenses deriving from financial activities - 7 n.s.
Staff costs 5,715 5,880 2.9
Depreciation, amortisation and impairments 528 492 (6.8)
Capitalised costs and expenses - (13) n.s.
Other operating costs 61 304 n.s.
Total costs 8,369 8,777 4.9

n.s.: not significant.

Operating costs of 8,777 million euros (8,369 million euros in 2007) account for 88% of revenues, compared with 84% in

2007. The increase reflects:

e arise in the cost of goods and services, reflecting increased expenses due to the new system of meal provision for staff
(up 35 million euros on 2007) that extended the distribution of luncheon vouchers to all staff from 1 September. Thus,
excluding this item and despite general rises in the cost of raw materials, the Company was able to keep such costs in
line with the previous year, providing proof of its strong commitment to cost containment;

e an increase in staff costs, with the ordinary component, relating to salaries, wages, contributions and sundry expenses
rising 2.6%, and provisions for liabilities and charges taking the increase to 2.9%. This, despite a substantially unchanged
average workforce (both permanent and fexible workforce down 0.1% compared with 2007), is due to salary increases
linked to renewal of the National Collective Labour Contract for the four-year period 2007-2010, signed on 11 July 2007,
and net provisions for disputes which, as in the past, are mainly linked to the dispute over fixed-term contracts. However,
total staff costs of 5,880 million euros benefited from the impact of non-recurring income of 203 million euros, deriving
from the agreement reached on 10 July 2008 between the Parent Company and the labour unions, regarding the re-
employment by court order of staff previously employed by the Company on fixed-term contracts';

10. Under the agreement, staff who accept the related terms and conditions are required, as occurred following the agreement of 2006, to return any amounts
paid by the Company, following the sentence that ordered their re-employment, for periods during which they did not work.
These matters are discussed in the section “Industrial relations”.
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Staff costs Increase/(Decrease)
(€m) 2007 2008 Amount %
Salaries, social security contributions and sundry charges (*) 5,456 5,596 140 2.6
Net provisions for disputes 262 432 170 64.9
Provisions to/(Releases from) the solidarity fund (6) - 6 n.s.
Redundancy payments 56 55 (1) (1.8)
Total costs 5,768 6,083 315 5.5
Income from temporary contract agreement - (203) (203) n.s.
Reduction in staff termination benefits (curtailment) (53) - 53 n.s.
Total 5,715 5,880 165 2.9

n.s.: not significant.
(*) This includes the following items reported in note 32.1 to the separate financial statements: salaries and wages; social security contributions; staff
termination benefits; temporary work; Directors’ fees and expenses; other costs.

® an increase in other operating costs from 61 million euros in 2007 to 304 million euros in 2008. Costs for the year primarily
consist of impairments of receivables, operational risks associated with BancoPosta, provisions for liabilities and charges,
and taxation. These costs include impairments of receivables due from the State, in order to take account of likely delays
and difficulties in collecting the amounts due as a result of public finance requirements. The balance also includes
provisions of 75 million euros representing an estimate of the charges that may result from a resolution of the dispute
with Cassa Depositi e Prestiti described above in the paragraph on revenue. The increase also reflects the composition
of the balance for 2007, which benefited from the release of provisions made in previous years and no longer held to be
necessary.

After net finance income, profit before tax from ordinary activities amounts to 1,275 million euros (1,587 million euros in
2007). Whilst continuing to account for a high proportion of profit, above all due to the high tax rate applied by the Parent
Company due to the large amount of non-deductible staff costs for the purposes of IRAP (regional business tax), taxation
was significantly down at 554 million euros in 2008, compared with 883 million euros for 2007. This reflects both reduc-
tions in tax rates (IRES or corporation tax is down from 33% to 27.5%, whilst the IRAP rate applied on average is down
from 4.67% to 4.33%), and the positive impact of the option, exercised by the Company, to deduct off-book tax deduc-
tions applied up to 31 December 2007. This enabled the Company to reduce deferred tax liabilities by 146 million euros
in return for payment of substitute tax of 82 million euros, thus representing a tax benefit of 64 million euros. The figure
for taxation also reflects an IRES credit of 26 million euros. This derives from the decision to claim a rebate for IRES paid
for the years from 2004 to 2006, amounting to up to 10% of IRAP paid in the same years, as established by art. 6 of
Law Decree of 29 November 2008, converted into Law 2 of 28 January 2009.

3.3 FINANCIAL POSITION AND CASH FLOW

FINANCIAL POSITION AND CASH FLOW OF THE POSTE ITALIANE GROUP

The Poste ltaliane Group's balance sheet reports Net invested capital of 2,737 million euros (3,334 million euros at 31
December 2007), financed entirely by equity.

(€m) Note 31 December 2007 31 December 2008 Increase/(Decrease)
Non-current assets 3,731 3,872 141
Working capital 1,081 380 (701)
Staff termination benefits [25] (1,479) (1,515) (36)
Net invested capital 3,334 2,737 (597)

(*) Notes to the consolidated financial statements.
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At 31 December 2008 and 2007 Non-current assets break down as follows:

(€m) Note 31 December 2007 31 December 2008 Increase/(Decrease)
Property, plant and equipment [5] 3,142 3,236 94
Investment property [6] 194 172 (22)
Intangible assets [7] 385 453 68
Investments accounted for using the equity method [8] 9 7 (2)
Non-current assets held for sale [18] 1 4 3
Non-current assets 3,731 3,872 141

(*) Notes to the consolidated financial statements.

Compared with the situation at the end of 2007, Non-current assets report a net increase of 141 million euros, following
additions of 712.8 million euros and reductions of 571.8 million euros.

Additions regard:

e investments in Property, plant and equipment, amounting to 485.3 million euros, mainly carried out by the Parent
Company and primarily relating to the reorganisation of delivery services (the restructuring of sorting offices, the purchase
of equipment for the activities of the new delivery centres), and to the restructuring, modernisation and upgrading of Post
Offices owned by the Company (purchases of hardware for new information technology systems for Post Offices and
head office premises, and continued work on the restyling of Offices);

e investments in Intangible assets, amounting to 226 million euros, primarily by the Parent Company and the subsidiary,
PosteMobile. The Parent Company’s investments regard the purchase and entry into service of new software
applications for both the maintenance and development of accounting systems and technology infrastructure used to
support service provision, above all financial and insurance services. The investments carried out by PosteMobile SpA
regard software for the ICT platform used in its role as a mobile virtual network operator;

e purchases of Investment property, amounting to 0.8 million euros;

e adjustments and reclassifications of 0.4 million euros;

e acquisitions of /nvestments, totalling 0.3 million euros and attributable to subscription of the entire share capital of the
newly established Poste Voice SpA, amounting to 0.1 million euros, and the subsequent contribution of 0.2 million euros
to recapitalise the company, whose share capital had been reduced to below the legally required minimum (art. 2447 of
the ltalian Civil Code).

Reductions regard:

e sales of Investment property, totalling 20 million euros, and of Property, plant and equipment, amounting to 8 million
euros (primarily relating to the retirement of plant and the disposal of operating properties by the Parent Company);

e changes in the basis of consolidation, totalling 3.3 million euros, following the deconsolidation of the associate, C-GLOBAL
SpA, which from 1 January 2008 is accounted for in Financial assets as a result of the reduction in the Group's interest to 17%;

e sales of industrial properties owned by the Parent Company and accounted for in Non-current assets held for sale,
amounting to 0.5 million euros;

e depreciation, amortisation and impairments, totalling 540 million euros.

At 31 December 2008 and 2007 Working capital breaks down as follows:

(€m) Note 31 December 2007 31 December 2008 Increase/(Decrease)
Inventories [12] 54 53 (1
Trade receivables and other current assets [13] [15] 4,570 4,105 (465)
Trade payables and other current liabilities [27] [29] (3,376) (3,452) (76)
Current and deferred tax assets and liabilities [10] [14] [28] 309 300 9)
Provisions for liabilities and charges [24] (873) (1,169) (296)
Other non-current assets and liabilities [11] [29] 398 543 145
Working capital (**) 1,081 380 (701

(*) Notes to the consolidated financial statements.

(**) Working capital does not include the amount of 485 million euros payable by the Parent Company to parents, following the European Commission’s
Decision C42/2006 of 16 July 2008. This sum was paid into a fixed-term deposit account set up in favour of the Ministry of the Economy and Finance
and paid to the MEF in January 2009.
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Working capital amounts to 380 million euros, representing a decrease of 701 million euros compared with the end of

2007. The main movements include:

¢ anet decrease in Trade receivables and other current assets of 465 million euros, reflecting the receipt of 668 million euros due
to the Parent Company in the form of Servizio Postale Universale (Universal Service Obligation) subsidies for previous years;

e an increase in Provisions for liabilities and charges, representing the balance of provisions of 742 million euros and
uses/releases of 446 million euros. The principal provisions regarded various disputes with staff (505 million euros), primarily
relating to fixed-term contracts used by the Parent Company. The principal uses/releases include 240 million euros regarding
payments made to settle staff disputes during the year, again primarily attributable to the Parent Company.

At 31 December 2008 Equity amounts to 3,422 million euros (3,073 million euros at 31 December 2007) and breaks down as follows:

e Share capital 1,306 million euros
® Reserves 265.3 million euros
e Retained earnings 1,850.3 million euros.

Compared with 31 December 2007, Equity has increased by 348.6 million euros as a result of the following changes.

Additions:

e net profit for the year of 882.6 million euros;

e movements in the fair value reserves, amounting to 164.7 million euros after the related tax effect;

e movements in the cash flow hedge reserves, amounting to 61.2 million euros after the related tax effect.

Reductions:

e the amount payable to the MEF, totalling 458.5 million euros, following the European Commission’s Decision C42/2006
of 16 July 2008;

e the payment of dividends to shareholders, totalling 245 million euros;

¢ the recognition in equity of the net balance of actuarial gains/(losses) on employee termination benefits, amounting to
56.4 million euros after the related tax effect.

At 31 December 2008 Net funds, which are analysed in the following schedule, do not include the Parent Company's fixed-
term deposit set up in favour of the Ministry of the Economy and Finance, following the European Commission’s Decision
C42/2006 of 16 July 2008. The amount deposited was used to pay off the resulting amount payable to parents, totalling
485 million euros, in January 2009.

(€m) Note " 31 December 2007 31 December 2008 Increase/(Decrease)
Financial liabilities [26] 8,138 7,544 (594)
- Financial assets designated at fair value 3,637 2,816 (821)
- Bonds 771.6 771 (1)
- Shareholder loans 995 840 (155)
- Bank borrowings 703 667 (36)
- Other borrowings 197 153 (44)
- Other 1,834 2,297 463
Technical provisions for insurance business [23] 24,929 28,333 3,404
Liabilities attributable to BancoPosta [16] 37,335 37,064 (271)
Financial assets [9] (30,441) (32,370) (1,929)
- Loans and receivables (1,170) (1,028) 142
- Investments held for sale (17,057) (19,502) (2,445)
- Financial instruments designated at fair value through

the income statement (12,211) (11,827) 384
- Other derivative financial instruments (2) (13) (11)
Assets attributable to BancoPosta [16] (38,940) (38,909) 31
Technical provisions for claims attributable to reinsurers [11.1] - (0.2) (0.2)
Net liabilities/(assets) 1,020 1,662 642
Cash and cash equivalents [17] (759) (2,346) (1,587)
Net debt/(funds) 261 (684) (945)

(*)  Notes to the consolidated financial statements.
(**) Includes derivative instruments, financial liabilities payable to subsidiaries and other financial liabilities.
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The above analysis reflects an improvement of 945 million euros, with net funds at 31 December 2008 amounting to 648
million euros, compared with net debt of 261 million euros at the end of 2007. This primarily reflects an increase in cash
from operating activities, as reported below.

(€m) 2007 2008
Cash and cash equivalents at beginning of year 1,416 759
Cash flow from/(for) operating activities (384) 2,562
Cash flow from/(for) investing activities (749) (629)
Cash flow from/(for) financing activities and shareholder transactions 476 (346)
Net change in cash and cash equivalents (657) 1,587
Cash and cash equivalents at end of year 759 2,346

Certain amounts for 2007 have been reclassified in order to ensure comparability across the two years.

Liquidity at 31 December 2008 stands at 2,346 million euros (759 million euros at the end of 2007).

The increase in liquidity primarily reflects cash temporarily held by Poste Vita whilst waiting to be invested, partly in view
of the current situation in financial markets. Such investments are linked to Branch | policies.

The increase is also attributable to further cash generated by the Parent Company’s operating activities, which in this way
was also able to fund capital expenditure and financial investments, the payment of dividends to shareholders and payment
(via the fixed-term deposit) of the amount payable to the MEF following the European Commission’s Decision C42/2006
of 16 July 2008 regarding State aid.

Operating cash flow also benefited from the reduction in current tax expense, reflecting application of the historical method for
calculating advances, and the receipt of Servizio Postale Universale (Universal Service Obligation) subsidies for previous years.

FINANCIAL POSITION AND CASH FLOW OF POSTE ITALIANE SPA

Poste ltaliane SpA's balance sheet reports Net invested capital of 3,098 million euros, 99.7% financed by equity and 0.3%
by debt.

(€m) Note 31 December 2007 31 December 2008  Increase/(Decrease)
Non-current assets 4,396 4,519 123
Working capital 842 66 (776)
Staff termination benefits [22] (1,452) (1,487) (35)
Net invested capital 3,786 3,098 (688)

(*) Notes to the separate financial statements.

At 31 December 2008 and 2007 Non-current assets break down as follows:

(€m) Note " 31 December 2007 31 December 2008 Increase/(Decrease)
Property, plant and equipment [4] 2,989 3,066 77
Investment property [5] 108 91 (17)
Intangible assets [6] 246 301 55
Investments [7] 1,053 1,058

Non-current assets held for sale [16] 0 3

Non-current assets 4,396 4,519 123

(*) Notes to the separate financial statements.
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Compared with the situation at the end of 2007, Non-current assets report a net increase of 123 million euros, following
additions of 654 million euros and reductions of 531 million euros.

Additions regard:

e investments in Property, plant and equipment, amounting to 439 million euros, Intangible assets, totalling 196 million
euros, and [nvestment property, amounting to 1 million euros, with 45% regarding information technology and
telecommunications networks, 35% postal logistics and 20% the restructuring and upgrading of Post Offices;

e acquisition of Investments, totalling 18 million euros and attributable to: a contribution of 10 million euros paid to PosteMobile
SpA, including 7 million euros to recapitalise the company and 3 million euros for future capital increases; a contribution of 7.4
million euros paid to Mistral Air Srl to recapitalise the company, whose share capital had been reduced to below the legally
required minimum (art. 2482 of the Italian Civil Code); subscription of the entire share capital of the newly established Poste
Voice SpA, amounting to 0.1 million euros, and the subsequent contribution of 0.2 million euros to recapitalise the company,
whose share capital had been reduced to below the legally required minimum (art. 2447 of the ltalian Civil Code).

Reductions regard:

e sales of Investment property, totalling 18 million euros, and of Property, plant and equipment, amounting to 8 million
euros (primarily relating to the disposal of operating properties and the retirement of obsolete plant);

e sales of Non-current assets held for sale, totalling 1 million euros;

e Other operating costs of 12 million euros, regarding impairments of /nvestments;

e depreciation, amortisation and impairments of 492 million euros, which includes 349 million euros relating to depreciation
of Property, plant and equipment, 144 million euros to amortisation of Intangible assets and 1 million euros regarding
revaluations of Investment property.

At 31 December 2008 and 2007 Working capital breaks down as follows:

(€m) Note 31 December 2007 31 December 2008 Increase/(Decrease)
Trade receivables and other current assets [11]1 [13] 4,297 3,749 (548)
Trade payables and other current liabilities [24] [26] (3,144) (3,241) (97)
Current and deferred tax assets and liabilities [9] [12] [25] 247 294 47
Provisions for liabilities and charges [21] (808) (1,083) (275)
Other non-current assets and liabilities [10] [26] 250 347 97
Working capital (**) 842 66 (776)

(*) Notes to the separate financial statements.

(**) Working capital does not include the amount of 485 million euros payable to parents, following the European Commission’s Decision C42/2006 of 16
July 2008. This sum was paid into a fixed-term deposit account set up in favour of the Ministry of the Economy and Finance and paid to the MEF in
January 2009.

Working capital amounts to 66 million euros, representing a decrease of 776 million euros compared with the end of

2007. The main movements include:

® a net decrease in Trade receivables and other current assets of 548 million euros, reflecting the receipt of 668 million
euros in the form of Servizio Postale Universale (Universal Service Obligation) subsidies for previous years;

e an increase in Provisions for liabilities and charges, representing the balance of provisions of 675 million euros and
uses/releases of 400 million euros. The principal provisions regarded various disputes with staff (505 million euros),
primarily relating to fixed-term contracts used by the Company. The principal uses/releases include 239 million euros
regarding payments made to settle staff disputes during the year.

At 31 December 2008 Equity amounts to 3,089 million euros and breaks down as follows:

e Share capital 1,306 million euros
® Reserves 258.4 million euros
e Retained earnings 1,524.5 million euros.
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Compared with 31 December 2007, Equity has increased by 178.9 million euros as a result of the following changes.

Additions:

e net profit for the year of 720.8 million euros;

e movements in the fair value reserves, amounting to 155.8 million euros after the related tax effect;
e movements in the cash flow hedge reserves, amounting to 61 million euros after the related tax effect.

Reductions:

¢ the amount payable to the MEF, totalling 458.5 million euros, following the European Commission’s Decision C42/2006

of 16 July 2008;

¢ the payment of dividends to shareholders, totalling 245 million euros;
e the recognition in equity of the net balance of actuarial gains/(losses) on employee termination benefits, amounting to

55.2 million euros after the related tax effect.

At 31 December 2008 Net debt, which is analysed in the following schedule, does not include the fixed-term deposit set up
in favour of the Ministry of the Economy and Finance, following the European Commission’s Decision C42/2006 of 16 July 2008.
The amount deposited was used to pay off the resulting amount payable to parents, totalling 485 million euros, in January 2009.

(€m)

Financial liabilities

- Bonds

- Shareholder loans

- Bank borrowings

- Other borrowings

- Other "

Liabilities attributable to BancoPosta
Financial assets

- Loans and receivables

- Financial instruments designated at fair value through
the income statement

- Investments held for sale

- Derivative financial instruments
Assets attributable to BancoPosta
Net liabilities/(assets)

Cash and cash equivalents

Net debt

(*) Notes to the separate financial statements.

(**) Includes derivative instruments, financial liabilities payable to subsidiaries and other financial liabilities.

Note 31 December 2007

(23] 4,504
772

995

699

144

1,894

[14] 37,500
(8] (1,569)
(1,381)

(1)

(180)

(8)

[14] (38,940)
1,495

[15] (619)
876

Increase/

31 December 2008 (Decrease)
4,764 260
771 (1)

840 (155)

657 (42)

111 (33)
2,385 491
37,206 (294)
(2,079) (510)
(1,527) (146)

- 1

(551) (371)

(1) 7
(38,909) 31
982 (513)
(973) (354)

9 (867)

Net debt has almost been reduced to zero at the end of 2008, having declined from 876 million euros at 31 December 2007
to 9 million euros at 31 December 2008. This primarily reflects cash from operating activities, as reported above with regard

to the Group.

(€m)
Cash and cash equivalents at beginning of year

Cash flow from/(for) operating activities
Cash flow from/(for) investing activities

31 December 2007

Cash flow from/(for) financing activities and shareholders transactions

Net change in cash and cash equivalents

Cash and cash equivalents at end of year

Certain amounts for 2007 have been reclassified in order to ensure comparability across the two years.
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(264)
(668)
481

(452)

619

31 December 2008
619

1,494
(863)
(277)

354

973



4. Areas of business -

4. AREAS OF BUSINESS

The Poste ltaliane Group offers integrated communication, logistics and financial services and products throughout Italy
through a network of around 14,000 Post Offices, its website and the contact centre. Poste Italiane SpA is obliged to sup-
ply a Universal Postal Service until 2015.

The Group increasingly aims to supply integrated services and innovative solutions to the general public, to businesses and
the Public Sector (central and local government bodies) by taking advantage of its distribution channels, as well as the mul-
tiple and complementary capabilities of its organisational structure.

The Group also supplies the Public Sector with a variety of collection, payment and reporting services in keeping with the
development of e-government processes. It is also extending the range of socially relevant activities carried out through
its Post Office network, above all by providing access to public services of an administrative and financial nature, such as
the “Rete Amiche"” project and the “Social Card” initiative.

The business is organised into the three segments described below: Postal Services, Financial Services and Insurance Services.

e Postal Services, including Mail, Express Delivery and Parcels, and Philately activities carried out by Poste Italiane SpA and
certain subsidiaries (SDA Express Courier SpA, the Postel Group, Poste Italiane Trasporti SpA, Mistral Air Srl, Consorzio
Logistica Pacchi ScpA and ltalia Logistica Srl);

e Financial Services, including the activities of BancoPosta and the subsidiary, Poste Tutela SpA;

e Insurance Services, including the activities carried out by Poste Vita SpA (whose products are distributed through Post
Offices) and its subsidiary, Poste Assicura SpA,

e Other complementary activities carried out by Poste Italiane SpA, as well as those conducted by certain Group companies
(BancoPosta Fondi SpA SGR, EGI SpA, Postecom SpA, PosteShop SpA, Poste Link Scrl, PosteMobile SpA, Poste Energia
SpA and Poste Tributi SpA), which are allocated to the Other Services segment.

Poste Italiane SpA Poste Italiane Group segments
Accounting Unbundling

Postal Financial Insurance Other Services Postel Group

Poste Italiane Trasporti SpA
SDA Express Courier SpA
[talia Logistica Srl

Poste Tutela SpA

Poste Vita SpA

Postal Services segment

Financial Services
segment

Insurance
Services
segment

Postecom SpA

EGI SpA

PosteShop SpA
BancoPosta Fondi SpA SGR
PosteMobile SpA

Poste Link Scrl (*)

Other Services segment

Poste Energia SpA (¥)

Cons. per i Servizi
di Telefonia Mobile ScpA (*)

(*) Consolidated on a line-by-line basis from 2008.
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4.1 BUSINESS UNIT POSTAL SERVICES

This segment includes three areas of activity:

e Mail, comprising Poste Italiane SpA's provision of traditional postal services, as well as direct marketing and innovative
services, within the broader sector of paper-based and electronic communications, and the services provided by the
Postel Group in the Mass Printing sector;

e Business Unit Philately, which regards the marketing of Postage and Revenue Stamps and products for stamp collectors;

e Express Delivery and Parcels, including express delivery products offered on the deregulated market by Poste lItaliane
SpA to Retail and SME customers, and by SDA Express Courier to business customers, as well as the Standard Parcels
service offered under the Servizio Postale Universale (Universal Service Obligation).

The subsidiaries, Mistral Air Srl and Poste Italiane Trasporti SpA, provide support services and air and road transport, whilst
Consorzio Logistica Pacchi ScpA carries out sorting, handling and delivery activities relating to the parcels service.

On 28 February 2008 the agreement covering Italia Logistica Srl's absorption of the activities of Omnia Logistica (a Ferrovie
dello Stato Group company) and SDA Logistica Srl (which, on execution of the agreement, changed its name to ltalia
Logistica Srl) was finalised. This has resulted in the creation of new logistics operator, capable of providing a combined rail
and road transport offering for long-distance shipping.

The regulatory framework for the sector was affected by a number of events during 2008, as described below.

The approval procedure for the European Commission’s Third Directive, regarding the European internal postal services
market, was completed on 31 January 2008 with final approval being granted by the European Parliament. Directive
2008/6/CE, published in the EU’s Official Gazette on 27 February 2008, has fixed 31 December 2010 as the date for full
deregulation of national postal services.

After its approval by the Interministerial Committee for Economic Planning (CIPE) in July 2007 and by the relevant
Parliamentary Committees in November 2007, the Contratto di Programma (Planning Agreement) for 2006-2008 was
also given a green light by the European Commission. The Commission’s decision of 30 April 2008 found the public subsi-
dies designed to partially cover the cost of providing the universal service between 2006 and 2008, as set out in the
Agreement, were in compliance with European regulations governing State aid. The subsidies comply with EU regulations
regarding compensation for the fulfilment of public service obligations, as they do not exceed the costs incurred by Poste
[taliane SpA in providing the services, and therefore do not enable the Company to cross-subsidise other activities. Having
received approval from the European Commission, the Contratto di Programma (Planning Agreement) for 2006-2008 was
signed on 17 September 2008 by the Ministry for Economic Development, in agreement with the Ministry of the Economy
and Finance, and Poste Italiane SpA. The text of the Agreement was published in the ltalian Official Gazette no. 234 of 6
October 2008.

The Contratto di Programma (Planning Agreement) for 2006-2008 has postponed quantification of the remaining public sub-
sidies payable for the three-year period 2006-2008, in order to cover the cost of the Universal Postal Service, until publica-
tion of a specific addendum. The draft addendum, which has been drawn up jointly by Poste Italiane SpA and the Ministry
for Economic Development, was approved by the Interministerial Committee for Economic Planning on 18 December 2008
and is awaiting signature by the parties concerned.

In November 2008 the Ministry for Economic Development and Poste Italiane SpA began the process of joint preparation
of the draft Contratto di Programma (Planning Agreement) for the period 2009-2011.

The philately business is also regulated by the Contratto di Programma (Planning Agreement) for 2006-2008, which gov-
erns the issuance of Postage and Revenue Stamps, by granting the Ministry for Economic Development the exclusive right
to plan the issue of Postage and Revenue Stamps, with responsibility for distribution and marketing assigned to Poste
[taliane SpA. The annual issue plan is subject to approval by the “Consulta per I'emissione delle Carte Valori Postali e la
Filatelia” (" Council for the Issue of Postage and Revenue Stamps and Philately”), which is chaired by the relevant Minister.

With respect to reduced rates for printed matter, Law 222/07 linked to the 2008 Finance Act has introduced, from the
2008 financial year, a percentage reduction in accrued subsidies attributable to each publisher. The reduction has been set
at 7% for publishers who have accrued subsidies of less than 1 million euros over the year and at 12% for sums in excess
of this amount.
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At the same time, Law 222/07 has introduced two changes to the requirements to be met in order to access the reduced rates:

e the limit of 45% on advertising material that may be inserted into periodicals and newspapers must be controlled on the
basis of each issue rather than on an annual basis;

e “publications primarily designed to illustrate branded or other distinctly identifiable products and services” do not qualify
for the reduced rates.

It should also be noted that the financial resources made available in the government’s budget in order to subsidise these

reduced rates are not at all sufficient to cover the accrued amount due or about to fall due. Moreover, the Cabinet Office

Decree of 19 December 2008, published in Official Gazette no. 25 of 31 January 2009, has made available only 1 million

euros for subsidies in 2009 (and also for the following three years) and 44.5 million euros for subsidies relating to previous

years, payment of which was to be distributed over a period of ten years.

Law 31 of 28 February 2008, which converted Law Decree 248/07 (the so-called “Thousand postponements” decree)
into law, came into force from 1 March 2008. This legislation has introduced changes to the service of legal process by
mail, as governed by Law 890/82"".

The Ministry for Economic Development Decree of 1 October 2008, published in Official Gazette no. 242 of 15 October
2008, contains the new “General Conditions for provision of the Universal Postal Service”, which came into force on
14 November 2008. The above decree specifies the individual products included in the Service and governs the procedures
for acceptance, payment and delivery and the levels of service and rights that must be guaranteed to customers. The new
text also brings the general conditions of the service into line with legislation introduced in recent years'.

Following its decision to launch an investigation into Poste Italiane SpA's alleged abuse of its dominant position in markets
for services which have been or will soon be deregulated, on 27 February 2008 ltaly’s Antitrust Authority agreed to
accept Poste Italiane SpA's offer, made on 26 October 2007 and 15 November 2007, to enter into contractual commitments
to delivery agents, thus making them binding on the Company. The Authority deemed that the commitments are sufficient
to eliminate the barriers to competition, contained in Poste Italiane SpA's contracts with former holders of concessions,
that had led the delivery agents to originally refer the matter to the Authority.

On 14 May 2008 the Italian Antitrust Authority (AGCM) issued resolution 26/08/CIR, containing the “Numbering plan for
the telecommunications sector and implementation provisions”, confirming Poste ltaliane SpA's right to use the number
“186" for the provision of the service that allows customers to send telegrams by phone™.

The REIMS Il Agreement, governing international postal services, came into effect from 1 January 2008. The primary
innovation introduced by REIMS Il regards a new category for certain types of mail, Level 2%, in addition to existing Levels
1 and 3 for traditional mail and Direct Entry, respectively.
The 24th Congress of the Universal Postal Union was held in Geneva between 23 July and 12 August 2008. At the end of
the event, the final version of the Universal Postal Convention was approved. This governs cross-border mail and has
revised various aspects in the Letter Post Regulations®.

In July 2008 Poste Italiane SpA joined forces with 18 consumer associations to publish a new version of its Quality Charter
for postal products. The Charter sets out quality standards for each product, which the Company undertakes to comply
with, and the main features of the complaints procedure, including the time within which a complaint may be made and
within which they will be answered. Refunds are due in the event of failure to comply with the above standards. These
not only cover compensation for lost or damaged items, as occurs in many other European countries, but also particularly
lengthy delays. The Charter also establishes a maximum time limit, beyond which the delay is considered on a par with the
loss of the mail or parcel sent and a refund paid.

11. The above legislation establishes that “If the document is not delivered to the addressee in person, the postal agent notifies the addressee that the legal
process has been served by registered letter”. This change involves the issue of a registered letter every time legal process is served on a person other
than the addressee, recognised by law as the legitimate addressee of the process.

12. The previous General Conditions of Service were governed by a Ministerial Decree of 9 April 2001.

13. Art. 30, paragraph 12 of Annex A to the resolution states that “Poste Italiane SpA may continue to use the three-digit code 186’ to allow customers to
dictate telegrams by phone, until occurrence of the condition provided for by paragraph 9 of article 13", that is the entry of competitors into the telegrams
market.

14. Level 2 is for international business mail and creates a new method of remuneration (Terminal Dues) that are subject to specific requirements relating to
the automation and segregation of mail.

15. Regulations that implement the part of the Convention relating to mail.
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4.1.1 COMMERCIAL OFFERING
Mail

Within the scope of basic services', the geographical coverage of the new Raccomandata 1 service, targeted at retail and
SME customers, was extended. This product, which is offered in the three versions Raccomandata 1, Raccomandata 1 con
Prova di Consegna (with Advice of Delivery) and Raccomandata 1 in Contrassegno (Cash on Delivery), is now available from
approximately 11,000 Post Offices located in major cities and through the PosteBusiness network.

After earlier trials, Posta Pick Up services for SME customers and for business and Public Sector customers were launched
in 2008. The former service involves letter carriers collecting mail up to 2 kg in weight at the same time as delivering any
incoming mail, whilst the latter regards the collection of franked mail weighing no more than 30 kg from the customer'’s
premises (including the additional cash on delivery and acknowledgement of receipt services). The service for SMEs is
available at the main PosteBusiness Offices throughout the country.

The new multi-channel Postatarget range of services has been launched, with a view to catering more closely for different
customer needs in relation of Direct Marketing (DM) services. The new range has also introduced improvements to qual-
ity via the automation of sorting procedures. The range includes Postatarget Card (postcards), Basic (mail shots that can
be mechanised), Creative (creative mail shots), Catalog (product catalogues), magazine (corporate newsletters, house
organs) and Gold (rapid and distinctive mail shots, with optional value added services).

The process of relaunching the offering has also led to the design and trial of other services aimed at further extending the
range on offer to customers'.

In order to modernise and further automate delivery processes and the related technology platform, the Company has
launched a project designed to gradually equip letter carriers with handheld computers connected to a mobile printer. In
this way, they will be able to record delivery of an item of mail, memorising the date and time, and thus enabling the auto-
matic tracking of mail and its delivery. Initial trials, involving 500 letter carriers, began in 2008.

The Prenotazione Spedizioni della posta commerciale e di quella editoriale system (a system for reserving mailings of busi-
ness mail and publications) is also up and running. Customers who make a reservation are guaranteed a preferential serv-
ice at the acceptance stage, resulting in improved service quality thanks to prompt planning of the logistics chain, and
enabling full production capacity to be reached.

The Sportelli Avanzati Mobili e Fissi (Mobile and Fixed Advanced Counters) initiative, which regards the acceptance of mail
directly at customers’ logistics facilities, was implemented for the same purpose.

The Postel Group provides communications services for businesses and the Public Sector. In addition to printing and
enveloping mail, which traditionally represents the Group’s core business, its service offering includes Mass Printing (the
group of services intended for outsourcers of large volumes of mail); Direct Marketing (integrated communications and
marketing services combined with the printing of commercial documentation); Door to Door (corporate support services
for “unaddressed” mail campaigns); and e-procurement (the management, distribution and supply of stationery, IT prod-
ucts, blank forms, printed matter, consumables and other products required by Poste Italiane SpA’'s network of 14,000 Post
Offices).

2008 witnessed completion of the Group's restructuring, which aimed to increase synergies among Group companies and
obtain industrial and commercial benefits in the form of efficiency improvements and cost savings. The restructuring,
which began in 2007, entailed a “double spin-off” of PostelPrint SpA into Postel SpA and of Postel SpA into PostelPrint
SpA. In 2008 acquisition of the “Offset Printing” unit of Baioni Stampa SpA was completed, with the goal of boosting the
Group’s presence in direct marketing and commercial printing.

The review of production processes and support information systems, in order to safeguard the quality of services and
profitability, continued. In this regard, investment activity primarily focused on the purchase of advanced technologies for
Mass Printing and e-procurement activities.

16. Basic services refer to standard addressed and unaddressed mail.

17. These services are: Posta Target Gold Link, giving customers the opportunity to promote their products and services and carry out market surveys through
the letter carrier system; Posta Target Gold Monitor, providing external certification of delivery times; Posta Report Plus, offering certification of individual
deliveries for addressed business mail, based on Audimail surveys.
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Online services

Online services are provided by an integrated electronic communications platform (NPCE), which, by interfacing with the
various methods of accepting digital and multi-channel products, enables the Company to connect business customers to
the web-service in order to send mail. The services on offer were extended with addition of the “Online Letters” service,
which joins the “Online Registered Mail” and the “Online Telegrams” products, which are increasingly used by business
customers, mainly SMEs and local government authorities.

Access to the services was extended with the addition of a new mobile phone channel for the sending of telegrams, usable
in WAP mode.

The integrated e-commerce offering, “Postecommerce”, was launched throughout Italy. This provides an all round, flexi-
ble and modular solution, ensuring total or partial coverage of the e-commerce value chain: from creation of the site to the
platform for managing online payments, from the logistics and distribution system to the supply of promotional tools, via
strategic partnerships with leading companies in the sector.

Service quality

Quality targets are established by the Postal Market Regulator and regard delivery times, which must be guaranteed for certain per-
centages of mail. The table below shows actual quality levels for the three-year period 2006-2008 compared with targets
set by the Ministry of Communications Decree of 13 March 2006, “Universal postal service quality indicators, 2006-2008",
which are also contained in the Contratto di Programma (Planning Agreement) for 2006-2008.

2007 2008

Delivery within Target Actual Target Actual

Priority Mail 1 day 88.5% 88.2% 89.0% 90.6%
International Mail "

inbound 3 days 85.0% 93.1% 85.0% 94.6%

outbound 3 days 85.0% 92.4% 85.0% 94.1%

Registered Mail "™ 3 days 92.5% 93.8% 92.5% 94.4%

Insured Mail ** 3 days 92.5% 98.6% 92.5% 98.6%

(*)  Based on data certified by 1ZI on behalf of the Ministry for Economic Development.
(**) Based on data certified by IPC - Unipost External Monitoring System (UNEX-Country System).
(***) Monitored by an electronic tracking system.

Business Unit Philately

The philately market is made up of approximately one and a half million stamp collectors, one of the largest groups of col-
lectors in ltaly.

The promotion of philatelic products takes place mainly through philatelic specialists'®, who are, among other things, responsible
for managing the supply of philatelic products to the 294 Philately Counters.

The products were also promoted during the year through the more than 2,000 temporary stands, offering philately services, set
up for exhibitions and events during the year, and by the “Spazi Filatelia” shops, which grew in number with the opening of a new
store in Naples™.

The Philately Programme for 2008 focused on prestigious and high quality content, with series dedicated to “Italian artistic and cul-
tural heritage”, “Made in ltaly”, the “Institutions”, “Italian sport”, “Folklore” and “Tourism”. With the stamps issued during the
year, the “Regions of Italy” and the “Schools and Universities” series came to an end. Technical experimentation with stamps also
continued with the creation of two sets of stamps dedicated to the International Philately Festival and Holy Night and issued on
gold laminated paper.

Series commemorating events of particular cultural and historical importance were the stamps issued to mark the 60th anniver-
sary of the proclamation of the Italian Constitution, the 100 years since the foundation of the Voluntary Nursing Corps of the Italian
Red Cross, the 200 years of the Italian Bourse, the 100 years of the first Olivetti factory, the International Philately Festival, “Italia
2009", and the centenary of the foundation of the Italian National Press Association.

Commemorative series also included stamps marking the one hundredth anniversary of the birth of Amintore Fanfani, the cente-
nary of the birth of Anna Magnani, the centenary of the death of Edmondo De Amicis, the fourth centenary of the birth of Saint
Francis Caracciolo, the 150th anniversary of the birth of Giacomo Puccini, and the centenary of the birth of Cesare Pavese.

18. These are dedicated personnel trained to support the promotion of the products offered.
19. Other “Spazio Filatelia” shops are located in Rome, Milan and Venice.
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Express Delivery and Parcels

In order to strengthen the Group’s competitiveness in an increasingly deregulated market subject to an uncertain econom-
ic outlook, efforts continue to be made to improve the profitability of domestic products and to facilitate and further devel-
op an international presence.

Availability of the pick-up service (an additional service offered in combination with the Postacelere 1 Plus, Paccocelere 1
Plus and Paccocelere 3 products) was extended to further areas of the country, with the service being offered in 27 major
cities by the end of 2008%.

In line with the objectives included in the business plan, a new domestic express courier product, the electronic Lettera di
Vettura, aimed at Retail and SME customers, was launched. This allows waybills to be processed and printed on a person-
al computer, with information on the terms and conditions of the service available online, thus saving time at the Post
Office.

In operational terms, 2008 saw work on the design and development of initiatives aimed at rationalising, innovating and
automating the processing of international products. The international transport system was re-engineered and new agree-
ments were concluded with the various airlines who provide transport and delivery services for the most important over-
seas destinations in terms of traffic flows.

SDA Express Courier SpA has become one of the leading operators in the Italian Express Delivery sector, offering inte-

grated solutions for distribution, logistics and catalogue sales, including:

e distribution of the postal products, domestic and international Paccocelere and standard and J+3 Parcels;

e integrated logistics services for third parties (procurement and stock management, production scheduling and transport
management on customers’ behalf).

The Company'’s long-term partnership with one of leading international operators in the sector enables it to offer an increas-
ingly efficient international service, including customs clearance, available in over 200 countries.

In order to ensure a positive operating performance and continued growth despite the economic downturn, 2008 saw the
Company proceed with the computerisation and automation of its operating processes and with initiatives aimed at safe-
guarding its market position. In this regard, commercial activities were boosted by the addition of specialist personnel.
Availability of the optional Time definite service, a more advanced form of express courier service, guaranteeing delivery
by a certain time on the next working day after collection, was extended to include the Postacelere 1 Plus and Paccocelere
1 Plus products. For these two products, next-day delivery is guaranteed by 10am for a certain list of destinations. Services
continued to be offered via the www.sda.it website, which was accessed 11.5 million times during the year, with a total
of 600,000 requests for collection being registered.

The above performance during 2008 enabled the Company to increase revenues from ordinary activities by 3%, compared
with 2007. However, operating profit for 2008 was down on the previous year (1.5 million euros, compared with 6.7 mil-
lion euros in 2007) due to the growth in operating costs. This primarily reflects the increased cost of fuel and a rise in dis-
tribution costs related to compliance with new transport regulations?.

Online services

With regard to e-commerce, the Company continued in its efforts to offer tailor-made solutions for businesses who use
Postecommerce, the integrated offering that, among its various functions, allows customers who make many shipments
during the year to track their parcels and express courier products on line.

20. Milan and the neighbouring province, including Monza, Rome and province, Florence, Prato, Salerno, Verona, Vicenza, Bari, Bologna, Catania, Turin, Varese,
Brescia, Lecce, Naples, Palermo, Pistoia, Rimini, Taranto, Genoa, Parma, Modena, Fermo, Ancona, Perugia, Pescara and Cagliari.

21. EC Regulation 561/2006, which came into force in April 2007. This regards the harmonisation of certain social legislation relating to road transport. The
Regulation (which meets the need for clear and simple basic rules governing driving time and break and rest periods for drivers engaged in the road
transport of people and goods) makes it obligatory to install a digital tachograph in vehicles entering circulation from 1 May 2006.
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Service quality

The table below shows the quality achieved by the postal service, compared (for Standard Parcels, subject to the Servizio
Postale Universale) with the targets set for the three-year period 2006-2008 by the Ministry of Communications Decree of
13 March 2006, “Universal postal service quality indicators, 2006-2008" (“Indici di qualita del servizio postale universale,
periodo 2006-2008"), which are also contained in the Contratto di Programma (Planning Agreement) for 2006-2008.

The targets for Postacelere and Paccocelere are contractually binding and were established by SDA and the Parent Company.

2007 2008
Delivery within Target Actual Target Actual
Standard Parcels 5 days 93.5% 96.1% 94 % 95.8%
Postacelere Express Delivery 1 day 90% 96.1% 90% 94.4%
Paccocelere 3 days 98% 99.3% 98% 99.1%

All products are monitored with an electronic tracking system.

Other companies

Poste Italiane Trasporti SpA is a road haulier that operates primarily for the Parent Company and carries postal products
over medium to long distances in addition to providing postal product clearing services at the Bologna and Rome Hubs.
In 2008 initiatives continued to be aimed at extending the range of services offered, particularly with respect to district and
regional routes, while at the same time realising operating and management cost savings. The Company continued to pro-
vide country-wide transport services for customers outside the Group, with the aim of making inroads into the external
market. The quality and punctuality of services and the rates offered met with a positive response from users.

Mistral Air Srl provides air mail services to Poste ltaliane SpA in addition to air freight for other customers.

In 2008, thanks to the use of its three 737 Quick Change aircraft, the Company continued to carry mail during the night
and operate cargo and passenger charter flights during the day.

The operating results continue to reflect the costs incurred during the Company'’s start-up, above all with regard to the addi-
tion of three 737 Quick Change aircraft to the fleet in 2007, which has not immediately resulted in increased revenues. The
operating loss of 9.7 million euros for 2008 marks a deterioration compared with the loss of 5.6 million euros recorded in
2007, as the rise in operating costs outpaced revenue growth, partly reflecting the impact of higher fuel prices. Revenue
growth (53 million euros in 2008, compared with 38 million euros in 2007) was essentially generated by an increase in cargo
and passenger charter traffic.

During 2008 it was necessary to cover the losses made in 2007 and in the first half of 2008, as required, in both cases,
by art. 2482-ter of the Italian Civil Code (capital below the legal minimum). This situation was repeated at 31 December
2008, with the Company reporting a loss of 7 million euros. Poste ltaliane SpA responded in February 2009 by injecting a
further 3 million euros into the Company, thereby meting the requirements of art. 2482-ter.

Mistral Air has also drawn up a business plan setting out commercial initiatives and actions design to boost revenues,
rationalise and contain costs. Based on the plan, management is reasonably confident that the Company will shortly
break even and achieve satisfactory growth.

Consorzio Logistica Pacchi ScpA, which is a wholly owned subsidiary of the Group (51% by Poste Italiane SpA, 39% by
SDA Express Courier SpA, 5% by lItalia Logistica Srl and 5% by Mistral Air Srl), continued to coordinate, supplement and
supervise consortium members’ operating activities, and to engage in activities relating to the sorting, handling and deliv-
ery of Parcels that Poste Italiane SpA, in its role as a Universal Service provider, is required to carry out. The Consortium
is also responsible for air mail letter and newspaper services (night flights) between seven lItalian airports provided by the
consortium member, Mistral Air, and for the integrated logistics and records management services provided by the consor-
tium member, Italia Logistica Srl.

In order to achieve greater integration of the Group’s activities, from May 2008 responsibility for Postacelere 1 Plus,
Paccocelere 1 Plus and related services was transferred to the Consortium from SDA Express Courier.
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Italia Logistica Srl

As described above, following the agreed merger of Omnia Logistica (a Ferrovie dello Stato Group company) and SDA
Logistica Srl, Italia Logistica Srl was established on 1 August 2008. The new company, which is jointly owned by FS Logistica
SpA (a Ferrovie dello Stato Group company) and SDA Express Courier SpA, offers integrated logistics services, combining
transport, storage, loading and unloading, preparation and final delivery services to third-party customers. It also manages,
again on behalf of third parties, procurement logistics, accepting incoming goods from suppliers and dispatching them to the
final customers. The Company also acts as a forwarding agent, manages and operates warehouses used for the storage of
licensed, contracted or leased goods and acts as an agent for other Italian and international companies.

4.1.2 OPERATING RESULTS

MAIL AND PHILATELY

Volumes (000) Revenues (€m)

2007 2008 Incr. 2007 2008 Incr.

(Decr.) % (Decr.) %

Priority Mail 1,501,605 1,386,768 -7.6 1,129 999 -11.5
Bulk Mail 1,729,318 1,708,885 -1.2 936 935 n.s.
Total Unrecorded Mail 3,230,923 3,095,653 -4.2 2,065 1,934 -6.3
Registered Mail 250,442 247,616 -1.1 867 872 0.6
Insured Mail and Legal Process 40,005 40,351 0.9 215,0 215,4 0.2
Total Recorded Mail 290,447 287,967 -0.9 1,082 1,087 0.5
Philatelic Products and Other Basic Services n.s. n.s. 142 181 275
Integrated Services 32,642 45,086 38.1 185 217 17.3
Digital and Multi-channel Services 17,811 17,860 0.3 81 77 -4.9
Direct Marketing 1,418,794 1,437,303 1.3 342 331 -3.2
Unaddressed Mail 611,116 590,858 -3.3 36 32 -11.1
Services for Publishers 1,016,779 969,604 -4.6 184 177 -3.8
Post Office Box rental 8,7 8,6 -1.1
Total market revenues 4,126 4,045 -2.0
Including Philately Products and Revenue Stamps 166 219 31.9
Electoral subsidies 14 70 n.s.
Publisher tariff subsidies 265 247 -6.8
Total Mail and Philately (*) 6,618,512 6,444,331 -2.6 4,405 4,362 -1.0
Postel Group - Third-party revenues 248 241 -2.8

Certain amounts for 2007 have been reclassified in order to ensure comparability across the two years.

n.s.: not significant.

(*) Overall mail volumes, including items handled by Postel and relating to Promoposta (114 million items), amount to approximately 6.6 billion items at 31
December 2008.

2008 saw a decline in postal volumes, with 6,444 million items handled compared with 6,619 million in 2007. This essen-
tially reflects a general contraction of the market and the initial impact of the process of deregulating the postal market.
These two factors were particularly evident in relation to Unrecorded Mail, which reports a reduction in volumes of 4.2%
or 135 million items.
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Market revenues, before publisher tariff and electoral subsidies (247 and 70 million euros, respectively), amount to 4,045
million euros, compared with 4,126 million euros in 2007 (down 2%). This reflects the above performance, although to vary-
ing degrees in the various segments.

The fall in Unrecorded Mail volumes is reflected in revenues, which are down 6.3% from 2,065 million euros in 2007 to
1,934 million euros for 2008.

Revenues from Recorded Mail substantially held up, rising 5 million euros or 0.5% with respect to 2007, despite a slight
decline in volumes (down 0.9% on the previous year) due to a different product mix. Increased sales of the Raccomandata
1 product, whose growth was driven by the greater number of enabled Post Offices and an increase in Legal Process serv-
ices, offset the reduction in more traditional registered mail products (Registered and Insured). This resulted in an increase
in revenues, as the unit price charged for Raccomandata 1 is higher than the unit price for the more traditional products.
Integrated services for the delivery of legal documents and tax demands also made a positive contribution to the operat-
ing result, with these services recording a 38.1% increase in volumes (12 million more items) and 17.3% revenue growth
compared with 2007.

Digital and Multi-channel services saw a 4.9% reduction in revenues compared with 2007, reflecting the fact that the pos-
itive performance of the new services has yet to offset the natural decline in the more traditional services, such as
telegrams.

Despite difficulties in the advertising market, Direct Marketing reports a 1.3% increase in volumes, accompanied by a
reduction of 3.2% in revenues, reflecting a different mix of the Posta Target items handled. The increase in volumes was,
in fact, concentrated in services (subscription campaigns and Direct Marketing services) with lower unit prices.

Volumes and revenues registered by Services for Publishers are down 4.6% and 3.8%, respectively, following a reduction
in mailings by publishers enrolled on the ROC (the Unified Register of Communications Operators) and non-profit entities.
This result primarily reflects the new access requirement introduced by Law 222/07, which has established that the limit
of 45% on advertising material that may be inserted into periodicals and newspapers must be controlled on the basis of
each issue, rather than on an annual basis. As a result, 2008 witnessed a reduction in Publisher tariff subsidies (down 6.8%
on 2007), though this also reflected efforts to cut public spending. This form of subsidy is also subject to uncertainty over
the effective recoverability of amounts payable to Poste Italiane SpA by the State to cover the reduced-rate tariffs offered
to publishers. As in previous years, in 2008 it was necessary to take a prudential approach to recognition of the amount due.
Electoral subsidies for 2008 recorded a positive result, with income of 70 million euros. This reflects the fact that the year
witnessed both general and local elections.

Philately revenues, including those generated by the sale of Revenue Stamps, amount to 219 million euros (166 million
euros in 2007). 2008 provided further confirmation of the strength of this market, despite the economic downturn, with
stamp sales performing extremely well. Whilst the volume of purchases was higher than usual, loyal collectors and cus-
tomers in general reduced spending on stamp-related items, which thus registered a slight decrease in sales.

Postel Group’s third-party revenues amount to 241 million euros (248 million euros in 2007). This performance reflects

reduced volumes in the Mass Printing sector, where competition continues to be tough, partially offset by revenues
from Direct Marketing services, which performed well, partly thanks to election campaign material sent out in 2008.
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EXPRESS DELIVERY AND PARCELS

Volumes (000)

Revenues (€m)

2007 2008 Incr./ (Decr.) % 2007 2008 Incr./ (Decr.) %
Postacelere
Domestic 11,350 10,681 -5.9 117.6 110.2 -6.3
Postacelere 1 Plus, Paccocelere 1 Plus 4,886 4,398 -10.0 57.8 52.2 -9.7
Domestic Paccocelere J+3 6,464 6,283 2.8 59.8 58.0 -3.0
International 2,173 2,357 8.5 40.1 40.6 1.2
Postacelere Internazionale Export,
Paccocelere Internazionale Export 569 527 -7.4 27.6 26.1 -5.4
Postacelere Internazionale Import 1,604 1,830 14.1 12.5 14.5 16.0
Total Postacelere 13,523 13,038 -3.6 157.7 150.8 -4.4
SDA Express Courier SpA
Domestic Express Delivery 34,597 35,372 2.2 229.0 243.3 6.2
International Express Delivery 209 170 -18.7 8.3 8.3 n.s.
Tailor-made Services n.. n.r. n.a. 33.4 38.0 13.8
Other revenues n.r. n.r. n.a. 13.3 16.3 22.6
Total SDA Express Courier SpA - Third-party revenues 34,806 35,542 21 284.0 305.9 7.7
Total Express Delivery 48,329 48,580 0.5 441.7 456.7 3.4

n.r.. not recordable as such data relates to tailor-made services supplied to banks and insurance companies that cannot be calculated in volume terms.

n.a.: not applicable.
n.s.: not significant.

Express Delivery and Parcels (€m)
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4. Areas of business m-

Total Express Delivery volumes are up 0.5% and revenues up 3.4% compared with 2007, essentially due to the good per-
formance of Domestic Express Delivery services provided by SDA Express Courier, which account for 53% of total Express
Delivery revenues.

The Postacelere segment registered a decrease of 3.6% in volumes and 4.4% in revenues compared with 2007, reflect-
ing the impact of the weakening economy on demand for courier services during the period. This was particularly so in the
case of higher prices services such as Postacelere1 Plus and Paccocelerel Plus. The declines recorded by these products,
with volumes down 10% and revenues down 9.7 %, also reflect the migration of retail customers to other similar products,
such as Raccomandata.

As mentioned above, SDA Express Courier contributed positively to this segment’s revenues, above all thanks to its
Domestic Express Delivery product, which saw volumes rise 2.2% on 2007 and revenues increase 6.2%. This reflects a
commercial offering where the focus is on higher value products, such as Extralarge, the service launched two years ago
with the aim of boosting the company’s presence in the freight market, where SDA was almost absent.

Revenues from Tailor-made Services (flat-rate services predominantly for the banking sector) are up 13.8% on 2007, driv-
en by the acquisition of major new customers at national level.

Volumes (000) Revenues (€m)

2007 2008 Incr./ (Decr.) % 2007 2008 Incr./ (Decr.) %
Universal Parcels Service
Domestic Parcels 10,161 8,235 -19.0 38.4 29.8 -22.4
Parcels - international export 336 354 5.4 15.1 15.3 1.3
Parcels - international import 308 295 -4.2 4.7 3.7 -21.3
Other revenues " - - - 1.5 1.5 -
Total 10,805 8,884 -17.8 59.7 50.3 -15.7
Publisher tariff subsidies - - - 25.0 25.6 2.4
Total Parcels 10,805 8,884 -17.8 84.7 75.9 -10.4

(*) Sales of parcel containers.

Universal Parcels Service revenues, before Publisher tariff subsidies, amount to 50.3 million euros, marking a decline of
15.7% on 2007. This is primarily due to a shift in customer demand towards higher value products.

4.2 FINANCIAL SERVICES

The Financial Services offering includes current accounts, payment services, financial products (including Post Office sav-
ings products such as Savings Books and Interest-bearing Postal Certificates distributed on behalf of Cassa Depositi e
Prestiti) and loan products developed by third parties. The subsidiary, Poste Tutela SpA, provides backup services for the
above-mentioned activities and is responsible for the organisation, coordination and management of funds and valuables
in all Branches and Post Offices throughout the country.

Progressive adoption of the rules and recommendations published by the regulatory authorities (the Bank of Italy, the
CONSOB and ISVAP) continued. In particular, in order to comply with the Bank of Italy’s request for full application of the
prudential supervisory and regulatory requirements currently envisaged for BancoPosta, implementation of the Business
Continuity and Disaster Recovery (BC/DR) plan for financial and operating applications has been completed. This was
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accompanied by the launch of Maintenance, Testing and Improvement activities, which ensure the ongoing alignment of
the BC/DR plan with the Group's development and future changes to regulations regarding business continuity. With
regard to the new measures relating to “institutions of systemic importance”, in July the Bank of Italy notified Poste
[taliane SpA of its classification among entities required to comply with stricter BC/DR requirements, designed to safe-
guard systemically important services, which include the payment of bills at Post Offices and the distribution of state pen-
sions. Changes to the regulations in order to ensure compliance with the new requirements are currently underway and,
according to information from Bank of Italy, should be ready by 31 December 2009.

Following the implementation in Italy of the EU’s “Markets in Financial Instruments Directive” (MiFID), which came into
effect on 1 November 2007, initiatives relating to the reception of orders and the distribution of financial products,
designed to bring the related processes fully into line with the new requirements regarding transparency and integrity,
were adopted. Moreover, following the Board of Directors’ resolution of July, setting up a Steering Committee, it was
decided to introduce an advice service in combination with the services offered. In October the guidelines for the new
model were drawn up and subsequently submitted to the CONSOB, whilst the plan for gradual adoption envisages the
start-up of the new service from 2010. The nature and size of the initiative will require changes to commercial policies,
the introduction of adequacy tests, additions to existing network procedures, changes to information systems and a new
staff training programme.

In response to anti-money laundering and anti-terrorism legislation and implementation of the measures contained in
Legislative Decree 231 of 21 November 2007%, the Company has, among other initiatives, adopted a form designed to
obtain all the information necessary to profile customers. From 30 April 2008 measures regarding limits on the use of
cash and bearer securities were implemented?®.

The Company also acquired a licence for connection to the World-Check Database, which will enable it to carry out more
thorough, accurate and timely checks on people linked to the financing of international terrorism and those classified as
"Politically Exposed Persons” (PEPs).

In March and April certain aspects of BancoPosta's business processes were subject to inspection by the Financial
Information Unit (a unit set up by the Bank of Italy). The checks carried out included examination of a sample of transac-
tions. In November Poste Italiane SpA was notified of the violation of art. 3 of Law 197 of 5 July 1991 and subsequent
amendments and additions (failure to report suspect transactions) by a Post Office manager and, as having joint liability,
Poste Italiane SpA. The total fine payable is between 0.1 and 1.5 million euros. The Company intends to appeal the find-
ings.

In June 2008 the Bank of Italy began a general inspection of the BancoPosta business function, pursuant to art. 54 of
Legislative Decree 385/93. The inspection was completed in November 2008 and the resulting findings communicated
to the Company'’s corporate bodies by representatives of the Bank in February 2009.

The Company has responded to the inspectors’ findings with its own observations and proposals regarding the initiatives
it intends to take in order to resolve the problems identified.

The results of the European Commission’s investigation into Poste Italiane SpA, as part of the proceedings brought about
by a complaint by the Italian Bankers’ Association (ABI) in December 2005, alleging that State aid had been given in the
form of fees paid for the distribution of postal savings products and the remuneration received in return for the use of cur-
rent accounts to attract deposits, were announced on 21 October. The Commission declared that it had found that the pay-
ments made to Poste ltaliane SpA by Cassa Depositi e Prestiti in return for the distribution of postal savings products
between 2000 and 2006 were in compliance with market regulations (in that lower than the benchmark established by the
Commission), did not give undue advantages to the Company and did not, therefore, constitute State aid.

22. Legislative Decree 231/07 has transposed European Parliament and Council Directive Il (2005/60/EC), regarding prevention of the use of the financial
system for money laundering and the financing of terrorism, and Directive 2006/70/EC, which contains implementing measures, into ltalian law.

23. For example, by issuing cheques bearing the pre-printed phrase “non transferable”, unless requested otherwise by the customer and subject to payment
of 1.50 euros in stamp duty for each form, by ensuring that the balances of bearer savings books, which can no longer be equal to or more than 5 thousand
euros, etc.
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4. Areas of business -

With regard to the proceedings regarding alleged State aid in the form of remuneration in return for the use of current
accounts to attract deposits, which is received from the MEF under the agreement of 23 February 2006, on 16 July 2008
the Commission found against the arguments submitted by the lItalian authorities. The Commission maintains that the
interest rates paid to the Company (pursuant to art. 1, paragraph 31 of Law 266 of 23 December 2005, the “2006 Finance
Act”), in terms of both the method of calculation and the level of movement in the base rate, are higher than those that
would be paid by a “private borrower”. The Commission, therefore, found that the above remuneration for the years 2005,
2006 and 2007 constitutes State aid, as being incompatible with art. 88, paragraph 3 of the EU Treaty. The lItalian govern-
ment is thus required to recover the difference between the amount paid to Poste Italiane SpA and the assumed market
rate of return®.

On 17 September the MEF notified Poste Italiane SpA that it was required to repay the sum of 443 million euros plus inter-
est of 41 million euros. This decision naturally also had an impact on returns on liquidity held at the Central Treasury. As a
result, a new agreement governing such returns from 1 January 2008 is being drawn up.

The Company has repaid the requested amounts and on 1 December 2008 filed appeal against the Commission’s decision
before the European Community’s Court of First Instance.

4.2.1 COMMERCIAL OFFERING

In response to markets that are becoming increasingly competitive and aggressive, in terms of offerings and pricing, the
Company launched a new online account, called “ContoBancoPosta Click”, in 2008. The new product aims to boost
BancoPosta's position in the internet banking market by satisfying the rapidly changing and increasingly advanced needs
of customers, who prefer to have direct access to manage their current accounts. ContoBancoPosta Click, which can be
accessed from the web or by mobile phone via a Poste Mobile SIM card, is linked up to the Post Office network. There
are no fees or fixed charges and the PostamatBancoPostaClick debit card, which offers highly innovative security stan-
dards, is free. A further innovation is the possibility of applying to open an account directly on the website at www.banco-
postaclick.it, which gives access to all the classic current account services. At 31 December 2008 a total of 27,000 Click
accounts had been opened.

The Postamat Maestro Card (over 6 million cards in issue at 31 December 2008) and the Postepay card (over 4.6 million
cards in circulation at 31 December 2008) continue to make a significant contribution to the Electronic Money product
range. This area has benefited from a number of customer surveys and the segmentation of current account holders, which
has resulted in the implementation of tailor-made initiatives targeted on the basis of spending habits and use of the
Postamat card. A new prepaid card, called Postepay NewGift, was launched. This is the first top-up card to give as a pres-
ent and can be converted to a more advanced version thanks to a simple procedure at the Post Office.

The range of “Enti Previdenziali” (welfare-related) cards was extended with the launch of the INPS Card Vendemmia 2008,
to which the wages paid to seasonal labourers during the grape harvest can be credited.

At 31 December 2008 there were 300 thousand BancoPosta credit cards in issue. The range was extended with the launch
of CREDit-easy, the revolving card linked to an online current account.

From the end of 2008 the range of prepaid cards can also be topped up at over 20,000 SISAL betting shops, thus expand-
ing the network and making it easier to top up.

Integration with mobile telecommunications services was also extended thanks to synergies with PosteMobile and use of
the mobile channel for payments systems (current account and prepaid cards). In particular, 2008 witnessed the launch of
value-added services linked to BancoPosta accounts or Postepay cards linked to a PosteMobile SIM card. These services
include the ability to top up Postepay cards, make transfers and pay bills. Integration with other operators makes it possi-

24. Moreover, art. 1, paragraph 1097 of Law 296 of 27 December 2006, the 2007 Finance Act”, repealed the obligation to transfer current account deposits
made by private customers to the MEF, progressively relaxed the requirement for such funds to be placed with the Ministry and introduced the obligation
to invest such deposits in euro area government securities.
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ble for Postepay holders to obtain information regarding their cards.

2008 also saw the start of trials, limited to the north west of the country, of a physical POS linked to BancoPosta Office
accounts. This initiative, developed in collaboration with the Banca Sella Group, enables SMEs who have a BancoPosta cur-
rent account to accept payments using electronic cards, with the relevant amount credited directly to their BancoPosta
account.

The Money Transfer segment not only witnessed the launch of the Vaglia Circolare (giro draft) product, closely resembling
a banker's draft, but also saw the careful repositioning of its international products in order to recover market share and
relaunch the service.

Participation in the National SEPA Migration Committee resulted in obligatory adoption of the IBAN as a means of identi-
fying BancoPosta accounts for all interbank transfers. Poste Italiane SpA guaranteed the reachability of domestic and inter-
national transfers according to SEPA specifications from the launch of the new system on 28 January 2008.

In line with the strategy of expanding the range of reliable, easy-to-access Loan products, the Company launched
ProntissimoBancoPosta, an innovative form of consumer credit that is also available to people without a current account
and can be repaid monthly at Post Office counters. A type of personal loan secured by the borrower'’s salary, called “Quinto
BancoPosta” was also launched at the 225 Post Offices with specialist areas for the sale of loan products. This product is
aimed at pensioners, people in full-time employment and INPDAP pensioners.

From 29 August the holders of floating rate BancoPosta mortgages granted prior to 28 May 2008 were offered the chance
to renegotiate their mortgage based on the criteria established in the agreement between the Italian Bankers’ Association
(ABI) and the MEF. In addition, in order help mortgage holders at a time of particular difficulty, when mortgage repayments
were rising along with the increases in interest rates registered until October, from September the Company began offer-
ing another two renegotiation options. These consisted of the chance to increase the mortgage term, resulting in a reduc-
tion in repayments, or transformation of the mortgage from floating to fixed rate, thus fixing the instalments still to pay.
In general, the turbulence in the financial markets during the second half of the year had a significant impact on sales of
investment products and postal savings. The tensions in the market gradually altered customers’ preferences and behav-
iour, complicating the job of selling the Company's products through Post Offices.

As part of the ongoing process of launching new products and consolidating the Company'’s role in postal savings, 2008
witnessed the launch of a new Savings Plan linked to Interest-bearing Postal Certificates for children, which allows the
holders of Post Office savings books or of a BancoPosta account to purchase the Certificates for children, in dematerialised
form, for the Plan beneficiary.

As a result of Presidential Decree 116 of 22 June 2007 regarding dormant accounts, a total of 326.9 million euros was
transferred to the Dormant Postal Savings Deposit Fund.

In the Investment Products sector, in order to guarantee the highest degree of protection for investors in respect of issuer
risk, the Company decided to limit the range of bond issuers handled to European issuers during the first half of the year
and to Italian issuers during the second half. The classic low-risk offering, with a high fixed rate component, continues to
focus on the Reload family of products, in addition to the following products: StarSystem BancoPosta, issued by Banco
Popolare and linked to the performance of four emerging market equity indexes; and TopTen BancoPosta, issued by
Deutsche Bank and linked to the performances of 10 leading international blue chips. Both products are aimed at cus-
tomers wishing to diversify their portfolios and who are attracted by market opportunities.

Activities in the Public and Corporate sectors continued to be aimed at enhancing the Company’s role as a provider of inte-
grated payment collection services and the related electronic reporting. This saw the Company operate in accordance with
a number of important agreements with the Bank of Italy regarding the electronic reporting of collections that are trans-
ferred to treasury accounts; the Ministry of the Economy and Finance to continue the payment of bonuses to families who
have carried out an international adoption; the tax authorities to enable BancoPosta current account holders to have tax
refunds paid directly into their accounts, and all Italian citizens to receive the cash payment of refunds at Post Offices.
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Online services

In 2008 BancoPosta Online, the web banking service offered in combination with BancoPosta retail accounts, again chalked
up a high number of unique visits by customers who carry out transactions on line, with 747 thousand consumer customers
(641 thousand at the end of 2007) and the more than 154 thousand business customers (120 thousand at the end of 2007).
The Bollettino Online (the online payment of bills) once more proved to be one of the most popular services, with approx-
imately 2.2 million bills paid on line during 2008 by consumer customers (1.8 million in 2007). The number of web transac-
tions was also significant, including approximately 1.2 million online transfers (923 thousand in 2007) and 4.5 million phone
top-ups (3.3 million in 2007).

The number of customers using e-commerce payments, which is a service related to BancoPostalmpresa and BancoPosta
Office for companies selling goods and services on the Internet, increased to 350 and is a major component of the inte-
grated “Postcommerce” offering. This service can also be used to pay for all the postal services offered at www.poste.it.
Internet services were also extended with conclusion of an agreement with PayPal, an Ebay group company, designed to
improve the acceptance and provision of new services linked to Postepay cards.

Work on improving and boosting the efficiency of the online BancoPostalmpresa and BancoPosta Office channels contin-
ued in 2008. The year also saw the commercial launch of the platform for the bulk payment of bills, enabling large organi-
sations, such as banks and financial institutions, to pay bills electronically in bulk after having collected all the various pay-
ments from their customers.

Poste Tutela SpA
Poste Tutela operates in the private security market, in particular in the segment comprising the following services:

e money transfer (transport, security escorts, safe custody, the counting of valuables);
e fixed and mobile surveillance;

e |T security;

e protection of sensitive information.

Since 2006 the company has also provided transport and escort services for “postal valuables” (including Postage and
Revenue Stamps, Interest-bearing Postal Certificates and Savings Books, and Valuable Parcels).

The company's workforce consists mainly of technical staff, qualified to provide prevention and protection services in the
workplace.
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4.2.2 OPERATING RESULTS

BancoPosta

Revenues (€m)

Current Accounts

Bills

Income from investment of customer deposits
Other Revenues from current accounts
Money Transfers "

Post Office savings and investment
Post Office Savings Books and Certificates
Government securities

Equities and bonds

Life Assurance policies

Investment funds

Securities Deposits

Delegated Services

Loan products

Other products "

Total Revenues

2007 2008
2,671 2,545
638 611
1,492 1,383
541 551
84 82
1,661 1,863
1,210 1,364
12.7 12.2
206 229
178 211
26 20
28.1 26.7
210 190
52 70
31 31
4,709 4,781

(*) This item includes all revenues from domestic and international money orders and inbound and outbound Eurogiros.
(**) This item includes revenues from tax collection forms and tax returns, and revenue stamps.

Deposits (€m)

Current Accounts "
Post Office Savings Books "
Interest-bearing Postal Certificates

(*) Average deposits for the year.
(**) Deposits include accrued interest for the period.

Number of transactions (000)

Bills processed

Domestic postal orders
International postal orders
Pensions and other standing orders
Tax services

Volumes (000)

Number of customer Current Accounts "
Number of Credit Cards

Number of Debit Cards """

Number of Prepaid Cards "

(*)  Includes 27.3 thousand Click accounts.
(**) Includes Office and Click cards.
(***) Includes Gift cards.
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31 December 2007

31 December 2008

36,157 33,723
76,287 81,801
184,136 185,543

2007 2008

619,206 580,364

9,926 9,391

1,505 1,446

89,638 88,717

9,951 10.468

31 December 2007

5,230

266
5,957
3,626

31 December 2008

5,383

300
6,073
4,654

Increase/
(Decrease) %

-4.7
-4.2
-7.3
1.8
-2.4
12.2
12.7
-3.9
11.2
18.5
-23.1
-56.0
-9.5
34.6

1.2

15

Increase/
(Decrease) %

-6.7

7.2

0.8

Increase/
(Decrease) %
-6.3

-5.4

-3.9

-1.0

5.2

Increase/
(Decrease) %

2.9
12.8
1.9
29.2



4. Areas of business -
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BancoPosta's revenues are up 1.5% from 4,709 million euros at 31 December 2007 to 4,781 million euros at 31 December
2008, This performance reflects a reduction in revenues from current accounts, which was offset by the performances of
Post Office savings and asset and fund management.

In particular, revenues from current accounts are down 4.7% compared with 2007, due to a decrease in average daily

deposits (33.7 billion euros in 2008, compared with 36.2 billion euros in 2007), largely attributable to Public Sector entities.

The number of bills processed during the year is down 6.3% (580 million euros in 2008, compared with 619 million euros

in 2007), representing a 4.2% reduction in revenues. This was partly due to the exemption of people’s main home from

municipal property tax (ICl), introduced by Law Decree 93 of 27 May 2008 (“Urgent measures to safeguard the buying

power of consumers”). This was only partially offset by an increase in bill payment fees from 1 October 2008.

Income from the investment of current account deposits is down 7.3% from 1,492 million euros in 2007 to 1,383 million

euros in 2008. This regards:

e interest on securities (1,040 million euros) deriving from the investment of deposits by private customers in euro area
government securities, as required by law;

e interest receivable on deposits of 343 million euros held at the Ministry of the Economy and Finance, which was
negatively influenced by both the decline in deposits and a reduction in the rate of return, which was changed® in
response to the European Commission’s decision of 16 July regarding the interest paid by the MEF on deposits from
Public Sector entities, as described above.

Other revenues from current accounts increased by 1.8% from 541 million euros in 2007 to 551 million euros in 2008. This
was a result of an increase in the number of current accounts (up from 5.2 million at 31 December 2007 to 5.4 million at
31 December 2008) and the increased use of electronic money, for which the Company now leads in the provision of new
electronic payment instruments.

Revenues from Money Transfers decreased 2.4% as a result of the fall in the number of domestic payments (the number

of Domestic postal orders decreased from 9.9 million in 2007 to 9.4 million in 2008) as well as international payments
(Eurogiro and Moneygram transactions are down 4%).

25. Renewal of the agreement with the MEF is underway. This will establish a revised rate of return applicable from 1 January 2008, as requested by the
European Commission.
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The traditional savings segment (the distribution of Interest-bearing Postal Certificates and Post Office Savings Books)
posted an increase in revenues of 12.7% (1,364 million euros in 2008, compared with 1,210 million euros in 2007). In detail,
total Post Office Savings Books deposits were 81.8 billion euros, marking an increase of 7.2% compared with the 76.3 bil-
lion euros of 31 December 2007, whilst Interest-bearing Postal Certificates in issue amount to 185.5 billion euros (184.1
billion euros at the end of 2007).

The performance of Interest-bearing Postal Certificates was particularly significant, with inflows amounting to 27.7 billion
euros, up 30% on 2007. This form of investment, however, felt the impact of financial market turbulence, above all in the
second half of the year, resulting in a change in customer behaviour and a large and unexpected increase in redemptions
compared with original forecasts.

Asset and fund management® reported a 11% increase (revenues are up from 451 million euros in 2007 to 499 million
euros in 2008). This was driven primarily by the performance of equities and bonds (up 11.2%), revenues from which
increased from 206 million euros in 2007 to 229 million euros in 2008.

Revenues from the distribution and trading of government securities are down 3.9% from 12.7 million euros in 2007 to
12.2 million euros in 2008. Revenues from securities trading are down 29% on 2007, offset by increased revenues from
subscriptions, which rose from 3 million in 2007 to 3.6 million in 2008.

The performance and volatility of the financial markets, against the backdrop of a weakening economic situation, contin-
ues to weigh heavily on revenues from investment funds, which are down 23.1% from 26 million euros in 2007 to 20 mil-
lion euros in 2008. The reduction is partly due to a downturn in gross inflows, and partly to renegotiation of the agreement
with the subsidiary, BancoPosta Fondi SpA SGR, in accordance with recent regulatory instructions regarding the issue of
inducement, which led to a decline in distribution fees.

Revenues from Delegated Services amount to 189.5 million euros (210.2 million euros in 2007) and primarily related to rev-
enues from the payment of INPS (National Social Insurance Institute) pensions, totalling 108 million euros (119 million
euros in 2007) and INPDAP pensions, totalling 17 million euros (18 million euros in 2007). Revenues from the payment of
Ministry of the Economy and Finance pensions and other expenses are 50.7 million euros (56.7 euros in 2007).

Revenues from the distribution of loan products? are up 34.6%, primarily due to an increase in new loans, which was in
contrast to market trends, which reflected more prudent demand in response to the recession. New loans are up 14% to
1,071 million euros in 2008, compared with 942 million euros in 2007, whilst revenues are up 29% (44.6 million euros in
2008, compared with 34.6 million euros in 2007). Mortgage origination recorded growth of 89.7% (907 million euros in
2008, compared with 478 million euros in 2007), with revenues up 35% (14.6 million euros in 2008, compared with 10.8
million euros in 2007).

Poste Tutela SpA reports sales and service revenues for 2008 of 78 million euros (75 million euros in 2007), relating almost
exclusively to the transport of cash (73 million euros in 2008), which is currently the company’s core business.

4.3 INSURANCE SERVICES

The insurance business is run by Poste Vita SpA, a wholly owned subsidiary of Poste Italiane SpA. PosteVita is permitted
to engage in ministerial Life Insurance Branches |, Il and V through the network of 9 thousand Poste Italiane Post Offices
that are authorised to distribute policies and in which 16 thousand agents work who are licensed to distribute insurance
policies. From the second half of 2007, the company has been authorised by Isvap to expand its accident and medical insur-
ance business (ministerial non-life insurance Branches | and Il). Poste Assicura SpA, which provides insurance services to
Group companies, is a wholly owned subsidiary of the company. It also jointly owns 45% of Europa Gestioni Immobiliari
SpA together with the Parent Company.

26. Asset and fund management includes the distribution of government securities, equities, bonds, life assurance policies, mutual investment funds and
commissions on safe custody accounts.
27. Personal loans, mortgages, overdrafts and credit protection.
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4. Areas of business -

4.3.1 COMMERCIAL OFFERING

In response to the crisis in financial markets during 2008, the Company opted to ensure the continuity and implementation
of the strategic objectives set out in its three-year plan, which involve maintaining the primary focus of attention on inflows
into Branch | products and a strong focus on pension and personal protection products.

Several new Branch | products were launched during 2008. The first, Postafuturo Multiutile, has a significant insurance
component and offers both investment returns and capital accumulation, combining the classic financial content of a prod-
uct linked to a separately managed account with specific complementary accident and medical cover. A further two prod-
ucts of a more financial nature, but again offering insurance cover, were also launched. In October the company launched
its first risk protection policy, “Affetti Protetti”, offering temporary life assurance. Although this product was initially only
marketed through certain Post Offices, the company successfully extended its availability to all Post Offices in early 2009.
Two index-linked Branch Il products (Riserva attiva and Stereo), offering annual interest payments, were launched dur-
ing the year. With regard to certain financial instruments underlying index-linked policies issued in the period 2001-2002
by Programma Dinamico SpA, a securitisation vehicle set up under Law 130/99 that matches the definition of control
established in the combined provisions of IAS 27 and SIC 12, as described in the section on risk management, in
December 2008 the company offered policyholders the opportunity to convert these policies into Branch | policies pro-
viding guaranteed minimum returns. This was done to allow policyholders to reduce their risk exposure, in view of the
changed scenario.

The company pension products registered strong growth, in contrast with the overall market. The PIP Postaprevidenza
Valore product achieved a financial performance that enabled it to pay net returns on subscribers’ contributions that were
higher than the benchmark for this type of product, represented by returns on staff termination benefits.

4.3.2 OPERATING RESULTS

Operating within a difficult insurance market, Poste Vita's strategy paid dividends: compared with an 18.5% reduction in
new life assurance policies in the ltalian market as a whole, the company closed the year substantially on a par with 2007,
with 5,523 million euros in premiums written (down 0.2% on 2007, when the volume of life policies sold was 5,535 mil-
lion euros).

Technical provisions, calculated analytically for each contract in compliance with the related legislation and based on appro-
priate actuarial assumptions, total 31.5 billion euros, marking an increase of approximately 10% on 2007. Non-life and life
technical provisions amount to 20,908 million euros (18,119 million euros in 2007), representing a 15% increase on 31
December 2007 and accounting for 66% of total provisions. These provisions are made to cover all the company’s obliga-
tions and include mathematical provisions (20,780 million euros), outstanding claims provisions (35 million euros) and other
technical provisions (93 million euros).

Technical provisions for Branch Ill, Index- and Unit-linked products, where investment risk is transferred to policyholders,
amount to 10,578 million euros overall, representing a 2% increase with respect to 2007 (10,745 million euros) and
accounting for 34% of total provisions.

Class C investments, which are intended to cover contractual obligations to policyholders, increased from 18,253 million
euros at the beginning of the year to 20,016 million euros at 31 December 2008. 92.7% (18,561 million euros) was
invested in bonds and other fixed income instruments, demonstrating the company’s extremely prudent investment
management policies.
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4.4 OTHER SERVICES

This segment includes the complementary services provided by Poste Italiane SpA and certain other Group companies,
including BancoPosta Fondi SpA SGR, EGI SpA, Postecom SpA, PosteShop SpA, Poste Link Scrl, PosteMobile SpA and
Poste Energia SpA.

4.4.1 COMMERCIAL OFFERING
Poste Italiane SpA

Public services

Within the context of its role as a provider of public services, Poste Italiane SpA has signed up to the Reti Amiche project
promoted by the Ministry for the Public Administration and Innovation, providing logistical and technological support
designed to make it easier to access public services and resources. In this initial phase, the relevant memorandum of
understanding requires the Company to assume responsibility for the issue and renewal of passports and residence per-
mits, the collection of social security contributions, the collection of domestic accident insurance premiums and INPS Card
services. These services are provided through the 5,470 Post Offices equipped with “Sportello Amico” counters. The
Company also launched an initiative designed to enable the "“Sportello Amico” channel to offer services aimed at an “eth-
nic” target, with 830 high-potential Post Offices now specialising in this type of offering. In this regard, management of
the process of issuing and renewing residence permits (Emersione Lavoratori Immigrati or “ELI 2”) continued under the
agreement with the Ministry of the Interior, designed to simplify the application procedure involved in the regularisation of
non-EU workers. During 2008 the Company began work on developing an applications solution that will enable applicants
to be given an appointment directly on collection of their application at the Post Office, which will issue a receipt indicat-
ing the information needed for the application to be processed at police headquarters.

The supply of Mail Room document management services (centralised incoming mail collection and electronic recording)
continued in accordance with commercial agreements with central and local government entities and agencies (including
the Ministry of Health, INPS and the tax authorities). The “Bonus Adozioni” project was also implemented in collaboration
with the International Adoptions Committee, regarding the distribution of cash payments to married couples who have
begun the process of applying for an international adoption at 31 December 2007.

Poste ltaliane SpA's close and widespread links with the general public have led, over the years, to the development of
multiple relationships with the Public Sector so that, alongside activities strictly relating to the Company’s area of business,
it has also become nationwide point of contact for all members of the public. In this regard, the Company continued to pro-
vide services aimed at improving relations between the public, businesses and the Public Sector. This saw the Group
respond to recommendations from the National Public Sector Information Technology Centre (CNIPA) by developing inte-
grated product and service solutions designed to improve the performance of public entities, offer innovative services for
the public and for businesses, and provide innovative information and telecommunications technologies.

Finally, in December Poste Italiane SpA, in collaboration with the Ministry of the Economy and Finance, began issuing the
Social Card at 9,342 Post Offices to applicants who satisfy the necessary requirements, and who need help in paying their
food, electricity and gas bills. At 31 December 2008 approximately 520 thousand cards had been issued at Post Offices, a
major achievement made possible thanks to the creation and adaptation of the applications used in managing the techni-
cal and financial aspects involved.

BancoPosta Fondi SpA SGR

BancoPosta Fondi SpA SGR is the Poste ltaliane Group's asset management company responsible for the collective man-
agement of savings and the individual management of investment portfolios on behalf of third parties. In 2008 the compa-
ny began marketing open-ended investment funds set up by third parties and for which Poste Italiane SpA acts as inter-
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mediary with investors. In this connection, two mutual investment funds, Global Double Time"” and "Global Double Time
[l 2008", were launched on the ltalian market. These are French-registered funds promoted and managed by Crédit
Agricole Structured Asset management, marketed in Italy by BancoPosta Fondi SpA SGR and distributed to customers via
the Parent Company's sales network. These are the first formula funds to be distributed by the Group and are linked to the
performances of three international equity market indexes.

The company has appointed Pioneer Investment Management SGRpA, pursuant to art. 36 of the Consolidated Finance Act,
to manage the above third-party funds it markets. As a result of this new management model, as of 1 January 2009
BancoPosta Fondi now acts as a promoter company responsible for promoting and organising the funds, and for manag-
ing relations with investors, whilst Pioneer Investment Management SGRpA manages all the financial aspects of the funds.
In terms of proprietary funds, in 2008 the company launched “BancoPosta Azionario Euro”, a mutual investment fund cre-
ated to expand the range of equity funds on offer without exposure to exchange rate fluctuations, given that the fund
invests in stock markets in the euro area.

The company operates at the more than 6 thousand Post Offices specially enabled to provide such services. The open-
ended harmonised EU funds managed by the company are classified according to the underlying investment options.

Europa Gestioni Immobiliari SpA

The company operates in the real estate sector and is engaged in the management and development of properties trans-
ferred from the Parent Company in 2001. Due to the type of properties it owns, the service is mainly provided to large —
often Public Sector — customers. The company bases its decisions on the best marketing strategy to use with reference
to market conditions.

Postecom SpA

This company provides IT services and solutions for the Group and external customers, with particular regard to the Public
Sector. Over the years, it has played an important role in systems integration, applications outsourcing and information sys-
tems, based on its experience in the design, development and management of ICT services combined with advanced IT
security solutions. Its main areas of expertise are certification and security solutions and services, messaging, online pay-
ments and collection, data management, web portals, e-government, e-procurement and e-learning.

2008 witnessed the introduction of changes to the regulations governing electronic certification and communication servic-
es. Above all, Law Decree 185%, which was approved by the Cabinet on 29 November, has, among other things, introduced
new measures designed to encourage the spread of digital culture among businesses and the Public Sector. Article 16 is
designed to speed up the adoption, consultation and use of certified electronic mail by public sector entities, businesses and
registered professionals. It also makes it possible for the holder of the paper document to conserve unique originals in ana-
logue format, adding their digital signature in accordance with the regulations in the Digital Administration Code.

During 2008 the company continued to operate as a systems integrator, serving both external customers and the Group.
This included development of new functions and applications combining BancoPosta services with the mobile phone serv-
ices provided by the mobile operator, PosteMobile.

Postecom proceeded with the development of integrated electronic communications solutions for electronic messaging
and digital communications. This included development and release of the new web mail application for the www.poste.it
website, incorporating the full range of electronic and hybrid communications. Design work was also carried out in prepa-
ration for the launch of the new PosteKey product. This is a self-installing USB stick enabling use of Postecert's digital sig-
nature services, management of the smart card, access to the Internet and the complementary services offered by
Postecom.

With regard to the integrated “PosteSalute” offering, based on a portal specialising in health-related services developed
by the Group, the company released “Electronic Medical Records”, an interactive service designed to make it easier for
people to access their medical records. The service, available at www.postesalute.it, which provides access to the
Group's online health services, was adopted on an trial basis by the Health Trust in Treviso.

28. Urgent measures to support families, workers, employment and businesses and revisit the national strategic framework with regard to anti-crisis
measures.
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PosteShop SpA

The company, which has been operating since 2002, markets items related to Poste Italiane SpA's core business (letter
boxes for houses, bill holders, envelopes, delivery boxes) and products from external suppliers (including books, music
CDs, DVDs and stationery), using various sales channels featuring the PosteShop logo (including three types: “Shop in
Shop”, “Basic” and “Self Service"”) and the KiPoint logo, franchise retail outlets that offer express delivery services
(domestic and international), document management, communication services (direct marketing, broadband Internet and
the reception of faxes) and the sale of office products. Operations in 2008, which were negatively affected by the eco-
nomic downturn, focused on a number of business development initiatives, including rationalisation of the product
ranges directly sold through Post Offices (the Basic network), which have been differentiated on the basis of potential,
and the launch of a major update of sales applications and operating processes, which will result in streamlined adminis-
trative procedures and enhanced commercial efficiency.

Poste Link Scrl

On 18 November 2008 Consorzio Poste Link was converted to a limited liability consortium, as defined by art. 2500-octies
of the Italian Civil Code, whilst maintaining its business purpose. The company provides IT, electronic document manage-
ment, Internet, contact centre and direct marketing services. The provision of services to Linea Comune and Consip con-
tinued, with a new 24-month contract being signed with the latter on 28 July 2008. In order to avoid any interruption to the
services provided under the contract with INPS (National Social Insurance Institute) and INAIL (National Insurance Institute
for Industrial Accidents), which expired on 31 July 2007, Poste Link agreed to continue to provide the services until 31
January 2009. On 9 October 2008 INPS called for fresh tenders, with the company applying to take part in the process on
19 November 2008.

PosteMobile SpA

Established in March 2007, PosteMobile is an MVNO (Mobile Virtual Network Operator). It operates in the telecommuni-
cations sector as a mobile Enhanced Service Provider. The company proceeded to grow in 2008, in terms of both cus-
tomer acquisitions (a total of approximately 565 thousand SIM cards were sold) and the launch of new value-added serv-
ices and promotions, including the Semplifica services for the payment of bills, the sending of telegrams and the pay-
ment of bank transfers; the new “Con il mio Paese” price plan for immigrants (around 40 thousand customers); the
“Convenienza" price plan for customers transferring their numbers from other operators in accordance with number
portability. The company's workforce also grew, with PosteMobile employing 70 people at the end of December.

Poste Energia SpA

The purpose of the company, which was established in September 2007, is to procure energy over the national grid to
cover the Poste Italiane Group's needs. During the year the company continued to pursue achievement of its pre-estab-
lished targets, primarily relating to energy procurement, contract management and the provision of value-added energy
services.

4.4.2 OPERATING RESULTS

BancoPosta Fondi SpA SGR

BancoPosta Fondi's collective asset management activities registered a net outflow of 530 million euros (a net outflow of
36 million euros in 2007), which was the difference between gross inflows of 215 million euros (778 million euros in 2007)
and redemptions of 745 million euros (814 million euros in 2007). The composition of the company's gross inflows reflects
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general trends observed on the Italian market, with investors preferring money market and bond funds which, with inflows
of 1564 million euros, accounted for 72% of all inflows during the year. As mentioned earlier, the trend reflects the crisis in
financial markets and the resulting lack of demand from investors. Against this backdrop, in 2008 the Italian mutual funds
market recorded a net outflow of 143.7 billion euros, whilst the net outflow in 2007 was 52 billion euros.

Open-ended investment funds set up by third parties registered a net inflow of 315 million euros, with redemptions
amounting to 4 million euros.

Total assets under management amount to 8,036 million euros (3,767 million euros at 31 December 2007), of which 2,695
million euros regards proprietary funds, (3,275 million euros at 31 December 2007), 5,019 million euros individual accounts
(493 million euros at 31 December 2007) and 322 million euros the new third-party funds marketed by the company.

Europa Gestioni Immobiliari SpA

During the year, work costing approximately 3.1 million euros (including technical consultancy fees) was either started or,
in some cases, continued on the upgrading of properties held for sale and those held for rent, in order to assure they are
fully occupied.

Five properties were sold during the year for 78.9 million euros, on which the company realised gains of 47.7 million euros
(75.5 million euros at consolidated level). Rental income was 21 million euros and profit for the year was 37.6 million euros
(11.7 million euros in 2007). The improvement in the boom line essentially reflects gains recorded in 2008 (47.7 million
euros, compared with 9.6 million euros in 2007).

Postecom SpA

Sales and service revenues (including external revenues and those generated on intercompany transactions) amount to
68.9 million euros, marking an increase of 12.9% on the previous year (61.1 million euros in 2007). External revenues, gen-
erated by assistance supplied to the Ministry of Infrastructure and Transport - Department of Land Transport regarding use
of the www.ilportaledellautomobilista.it site, accounted for 22 million euros, whilst a further 3 million euros relates to mes-
saging and digital signature services. Operating profit of 6.2 million euros (8.8 million euros in 2007) was affected by
reduced margins on intercompany transactions, following renegotiation of the prices paid for services provided to the
Parent Company. The operating results of the www.poste.it website are reported in the section on distribution channels.

PosteShop SpA

The company'’s revenue for the year is 66 million euros (68 million euros in 2007), whilst operating profit is 0.9 million euros
(2.3 million euros in 2007). In addition to the above-mentioned decline in sales, the results are due to reduced margins on
products sold, reflecting changes to the product mix (primarily high-technology).

PosteMobile SpA

Sales and service revenues in 2008 amount to 36.3 million euros (1.4 million euros in 2007). The company closed 2008
with a loss of 16 million euros (12.7 million euros at consolidated level), again reflecting its start-up costs. During the year
the Parent Company injected fresh capital into the company to cover the losses made during the first half of 2008, after
its share capital was reduced to below the legally required minimum (art. 2447 of the Italian Civil Code).
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5. DISTRIBUTION CHANNELS

Numerous channels have been dedicated to customers over the years: Branch Counters, Consulting Rooms, PosteShops,
the PT-Business network, pre- and post-sales units, the Contact Centre and the website. All of these aim to achieve the
common objectives of improving process efficiency, product innovation, service quality and customer relations in order to
meet all customer needs via a complete and integrated range of products and services.

The contact and sales channels for Retail and Small and Medium Enterprise (SME, broken down into Small Office Home

Office and Small to Medium Businesses) customers are supervised by the Retail Market function, whilst the Business
Customers function is responsible for developing commercial activities for the Business and Public Sector segments.

5.1 RETAIL/SME

Work on customer satisfaction continued by improving Offices throughout the country while complying with Universal
Service requirements and strengthening commercial aspects in implementation of marketing policies.

Important initiatives included the addition of 400 new ATMs, bringing the total number to around 4,800 across the country
and thus providing quick access to the Company'’s services. Customer service was also improved through the increase in
the number of queuing systems installed in Post Offices, with a total of 2,350 installed at the end of 2008.

Video communications systems were also installed in 462 Post Offices. The systems consist of plasma screens showing
entertainment and news features interspersed with commercials promoting the Company's products.

Work and service quality management meeting ISO 9001/2000 standards were also expanded to 5 of the 15 Centralised
Services Teams in Trento, Trieste, Reggio Calabria, Genoa and Cagliari, which thus take their place alongside the 303 RINA
certified Post Offices.

In December 2008, in collaboration with the Ministry of the Economy and Finance, Poste Italiane SpA activated in 9,342
Post Offices a delivery service for Carta Acquisti (Social Card), aimed at citizens who apply for one and meet the legal
requirements. This card may be used to buy food and pay gas and electricity bills. At 31 December 2008 around 520 thou-
sand had been delivered.

An important contribution to SME revenues was made by the PosteBusiness and PosteShop networks. The PosteBusiness
channel was also important for the growth in the number of customers served: over 1.8 million customers by 31 December
2008 and approximately 610 thousand (compared with 800 thousand customers and 510 thousand PT-Business Card hold-
ers at 31 December 2007). This performance derives from the consolidation of the positioning strategy regarding new
stand-alone retail outlets in areas with a high concentration of SMEs (industrial districts and other industrial zones), as well
as the proactive efforts of the SME development network aimed at acquiring new customers. The channel comprises
1,150 outlets including PosteBusiness Offices®, Specialist Areas® and Specialist Counters®'.

29. Offices exclusively dedicated to customers from this segment, which may be connected to traditional retail Post Offices or independent (stand-alone).
30. PosteBusiness sales areas and counters located in traditional Post Offices.
31. PosteBusiness counters located in traditional Post Offices.

Poste Italiane | Annual Report 2008



5. Distribution channels -

5.2 BUSINESS AND PUBLIC SECTOR

As already mentioned in the note regarding the performance of financial assets, 2008 saw a contraction in current account
deposits and consequently in financial service revenues from the Public Sector segment. The changed economic situation
has increasingly spurred the Group to plan new services to meet customer requirements.

In the Business and Public Sector segment, the Company stepped up customer management and development in all phas-
es of the marketing process: pre-sales, sales and after-sales. The priority objective continued to be the protection of large
customer relationships from the ever present threat of competition, through offering products to rationalise conventional
postal services and reduce paper work (e.g., electronic payment of utilities bills). This was combined with the identification
of new markets, above all for highly innovative products and services.

Additional steps were taken to consolidate the development and management of Top and Public Sector customers by
analysis of customers’ internal operations to understand their needs; tailoring products and services; and combination of
Public Sector processes and BancoPosta payment services.

An agreement was signed with the Public Sector in June 2008 regarding payment of salaries and other staff remuneration.
As well as regulating the various means of salary payment, this agreement also governs the delivery of cash to customers’
premises and current account management. This model, in line with existing services, lays the foundations for possible
extension to other institutions.

A new "intermediate” sales channel was also introduced in 2008 on an experimental basis, initially only for bulk mail and
the delivery of legal process, which will enable commercial management of around 20 operators who pool mail for third-
party carriers. Via this channel the Company aims to develop integrated and supplementary services in order to defend its
market share from increasing competition. In 2009 it is aimed to extend these new sales channels to other operators as
well as to other mail products and services.
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5.3 THE CONTACT CENTRE AND THE INTERNET

In February 2008 Poste ltaliane SpA’'s Contact Centre became Customer Services, a new identity for a channel which con-
tinues to provide support to Business functions, traditional commercial channels and Group companies in the management
of information, promotional and commercial activities, and after-sales services.

Customer Services proposes integrated and innovative solutions to the captive (70%) and external (30%) markets, and

manages around 30 million contacts per year.

Customer Services primarily supports internal Group activities via:

e management services regarding BancoPosta's customer relations. Specifically, online services have been developed
regarding BancoPosta Click and information and assistance requests, as well as offline services regarding the processing
of new account applications and ancillary services, and arrangements concerning the revolving credit card associated
with the Credit Easy account, which were previously handled by an operator;

e commercial and promotional services regarding the management and provision of in and outbound campaigns, as well
as ever more integrated sales process phases in synergy with other commercial channels. Regarding the outbound
telemarketing campaigns in support of commercial initiatives, around 1 million customers across all segments were
managed in 2008;

e information and assistance services, regarding use of the new password generator (PCR) via the BancoPosta voice portal
service, on 800 00 33 22, and assistance in disseminating the new Poste Email Sicura as an internet service.

Public Sector initiatives in 2008 included the launching of the Clean Campania Call Centre for the Department of Civil
Protection, designed to gather reports from residents in Campania regarding the non-collection of refuse and provide infor-
mation on recycling methods. As part of the agreement between the Treasury Department of the Ministry of the Economy
and Finance and Poste ltaliane SpA, a Carta Acquisti (Social Card) Call Centre was also set up to provide information and
assistance regarding the programme and the card.

Other initiatives regarded customer satisfaction campaigns, and specific claim satisfaction campaigns designed to monitor
customer satisfaction throughout the claims management process. The average annual customer satisfaction score for
Customer Services during the complaint registering phase was 7.6 on a scale from 1 to 10.

Finally, Customer Services’ “Quality Management System” certification was renewed, in compliance with ISO 9001:2000,
following inspection by the Certifying Body, TUV ltalia.

Commercial services offered on the internet at www.poste.it continue to be very successful, with over 3.7 million regis-
tered customers (2.8 million in December 2007) and more than 747 thousand BancoPosta internet consumer banking seg-
ment customers (641 thousand in December 2007) and more than 154 thousand Business customers (120 thousand in
December 2007). The success of the site as a point of access for online services is a result of integrated and secure elec-
tronic payments services for the entire range of products and services offered on the web.

Due to its efficiency, Poste Italiane SpA's IT network continues to be used for Central and Local Government online serv-
ices, via provision of integrated value-added services (communication services, mail management, e-government services,
tax collection) that are linked into the internet portal. E-government projects included the continuation of www.ilportaledel-
lautomobilista.it support services for the Ministry of Infrastructure and Transport, while at the same time new customer
services were developed, such as the EC Vehicle Validation service (to obtain validation documentation from car manufac-
turers), the Bill Order service (to order and send paper bills), and an online service for driving schools to book driving tests
for mopeds and small motorcycles.

Partially as a result of the new Electronic Communications platform that provides new functions for standard products,
through integration with the entire Group’s messaging and digital communications software, development of integrated
communication solutions continued, with the help of the subsidiary, Postecom. In particular, with a view to creating a sin-
gle central access and control point for the Group’s electronic communication services, the new web mail service at
www.poste.it was developed.
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In addition, EPCM (Electronic Postal Certification Mark), a technology created by Poste Italiane SpA for the Universal Postal
Union in technological partnership with Microsoft, was developed. EPCM enables electronic “certification” of documents
and digital events, and has been granted legal recognition via a Ministerial Decree issued by the Ministry of

Communications.
EPCM, which will be made available to all member countries of the Postal Union, is a platform on which new services can

be developed for post office customers worldwide.
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6. HUMAN RESOURCES

6.1 WORKFORCE

The workforce employed by the Poste Italiane Group and the Parent Company breaks down as follows:

Poste Italiane Group

Number of employees "

Average End of the reporting period
Permanent workforce 2007 2008 31 December 2007 31 December 2008
Senior managers 726 756 728 744
Middle managers 13,672 14,148 13,551 14,477
Frontline staff 131,930 130,149 129,245 129,517
Back-office staff 2,669 5,326 3,376 6,248
Total workforce on permanent contracts 148,997 150,379 146,900 150,986
Traineeships 720 144 139 171
Apprenticeships 67 32 42 27
Total 149,784 150,555 147,081 151,184
Average
Flexible workforce 2007 2008
Temporary contracts 247 373
Fixed-term contracts 6,496 5,639
Total 6,743 5,912
Total permanent and flexible workforce 156,527 156,467

(*) All workforce data is expressed in full-time equivalent terms.
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Poste Italiane SpA

Number of employees "

Average End of the reporting period

Permanent workforce 2007 2008 31 December 2007 31 December 2008
Senior managers 633 643 625 629
Middle managers - A1l 5,204 5,674 5,278 5,686
Middle managers - A2 7,753 7,701 7,514 7,973
Grades B, Cand D 130,094 128,146 127,349 127,469
Grades E and F 2,560 5,242 3,282 6,165
Total workforce on permanent contracts " 146,244 147,406 144,048 147,922
Traineeships 652 78 74 111
Apprenticeships 12 3 6 -
Total 146,908 147,487 144,129 148,033
** including:

- Seconded 305 238 292 30

- Suspended without pay 488 497 400 377

- Seconded to Group companies 102 103 118 115

Average

Flexible workforce 2007 2008
Temporary contracts 31 185
Fixed-term contracts 6,430 5,477
Total 6,461 5,662
Total permanent and flexible workforce 153,369 153,149

(*) All workforce data is expressed in full-time equivalent terms.
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6.2 CORPORATE SOCIAL RESPONSIBILITY AND TRAINING

The progress of sustainable development regarding Corporate Social Responsibility (CSR), which is described annually in
the Social Report, was further consolidated thanks to the activities of the joint management and labour union watchdog
provided for by the Memorandum of Understanding. The watchdog identified ethics and lifetime employment issues for
priority treatment. At the same time, regional involvement in CSR was initiated via management meetings, including an
exploratory session and a plan to create new initiatives for implementation. With a view to encouraging new work organi-
sation methods, telecommuting continued at Contact Centres and in the IT sector on an experimental basis. Regarding EU
matters, monitoring activities continued relating to human resources, social and environmental sustainability, telecommut-
ing, work-life balance, social affairs and staff training and development.

In continuation of the direction taken in previous years, training in 2008 was aimed at providing a concrete response to the
organisational changes of recent years. This has entailed the introduction of new training methods, such as coaching and
action learning, which are designed to foster the skills of each employee. In particular, action learning has been used in
training area managers from the Business Unit Postal Services department.

296 thousand person days of training were provided, of which 179 thousand “in the classroom” and almost 117 thou-
sand through e-learning, broken down among the different departments and categories, as shown in the tables below:

Classroom courses (person days)

31 December 2008

Postal Financial Private and Central
Services Services Business Customers Functions Total
Grades B-C-D-E-F 25,080 847 98,952 5,333 130,212
Middle managers (A1 and A2) 6,285 305 37,512 3,850 47,951
Senior managers 222 85 197 569 1,072
Total 31,586 1,236 136,661 9,751 179,235
E-learning modules (hours)
Postal Financial Private and Central
Services Services Business Customers Functions Total
Grades B-C-D-E-F 10,097 454 659,842 11,643 682,036
Middle managers (A1 and A2) 1,911 150 151,625 5,315 159,001
Senior managers 0 1 76 60 137
Total hours 12,008 605 811,543 17,018 841,174
Total person days 1,668 84 112,714 2,364 116,830

Business support

Training courses for staff working in specialist marketing areas, aimed at improving their relationship skills and the effec-
tiveness of marketing initiatives, were continued. The objective was to refine their ability to make distinctions between
customers, boost activation of after-sales initiatives and develop planning and organisational skills for marketing.
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Professional skills

Training courses regarding innovation of operating processes were primarily aimed at IT, area network and logistics staff
including, respectively, development of methods and tools for project management programmes, development of staff
tools relating to the skills of central department managers and specialists operating at Branch level, and development of
staff skills for quality management personnel.

Training courses designed to strengthen technological expertise for the Company’s new Information & Communication
Technology (ICT) projects, regarding management of business processes and product competitiveness innovation, were
continued. The most important training initiative, regarding the VOIP (Voice Over IP) project, involved the entire telecom-
munications network sector.

Intense use was made of e-learning, with a rise of 23% in the number of training hours provided compared with 2007
(almost 683 thousand at 31 December 2007). Twenty new online training courses were provided and, for the first time, e-
learning was extended to include approximately 750 mail carriers who took part in the initiative. Training courses primarily
focused on skills development for front-end staff, and approximately 86% of enrolments regarded Post Office staff. An
extensive training programme for Post Office staff was dedicated to security and the prevention of the risk of robbery,
which broke down into two main areas: the correct use of anti-robbery devices, including the standards and procedures to
follow; and information on how to deal with a robbery and the adoption of behaviour aimed at ensuring the physical safe-
ty of both staff and customers. At 31 December 2008, 38 thousand members of staff had attended the foundation course.

Finally, as part of the Corporate Social Responsibility programme, the training course, “Reintegration of staff after
extended leave”, was held for the thirteenth time.

6.3 HUMAN RESOURCES MANAGEMENT

Action to improve the qualitative mix of staff continued in 2008 with the recruitment of more than 700 people, of whom
approximately 80% are employed in commercial departments and Post Offices, with the objective of providing the best
response to the increasingly sophisticated and demanding requirements of customers. This included the Multilingual Staff
Recruitment Project, entailing recruitment of 200 staff with special language skills in Post Offices frequented by a high
number of foreign customers.

Other recruitments regarded young graduates, mostly with technical and business degrees, and professionalized staff with
special skills and substantial experience in technological and process innovation and commercial fields.

Young graduates are selected via internships lasting 12 months on average. In 2008, 70 interns were recruited, most of
whom were hired on permanent contracts at the end of their internship.

Moreover, Group companies recruited 90 staff and 15 interns.

Also regarding labour mobility issues, access to special funding from the Solidarity Fund (Legislative Decree 178/05) and
the consequent termination of 1,988 employment contracts, allowed for recruitment from the recruitment list of a signifi-
cant number of staff for the Delivery and Postal Network Centres, pursuant to point 2 of the labour union agreement of 13
January 2006. This process enabled the transfer of a considerable number of staff (around 3,500) to Post Office counters,
by using the internal Job Posting selection system (defined under the labour union agreement of 13 February 2008).

As usual, in applying staff management, development and training policies, the Company used the performance appraisal
procedure for executives and other staff members in 2008, involving appraisal of approximately 66 thousand employees
(compared with around 60 thousand in 2007) and more than 4,000 appraisers. Particular attention was paid to improving
the quality of manager-subordinate feedback (conducted for almost 90% of employees) via training of managers and
process innovations aimed at guaranteeing the actual involvement of the appraised employee in notifying the performance
achieved and sharing objectives for the coming year.

During the year, assessment of potential using the Assessment Centre method involved 80 executives in 10 sessions,
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aimed at identifying staff suitable for senior management positions, as well as 404 white-collar staff in 68 sessions, aimed
at identifying staff to career path as executives.

Regarding compensation initiatives, 2008 saw the usual application of various incentive schemes® and a merit-based
approach linked to performance appraisals. The incentive mechanisms adopted vary according to how they work and their
purpose, as well as in terms of whom they target.

In 2008 a bonus system was tried out in the Postal Services sector, aimed at certain Delivery positions and focusing on
certain quality and cost-cutting targets to be achieved by reducing absenteeism.

These structured incentive schemes are accompanied by a merit-based approach that rewards outstanding performance

on a selective basis, taking into account the fairness of internal remuneration and comparable remuneration outside the
Company for key managers.

6.4 INDUSTRIAL RELATIONS

In 2008 the Company and Labour Unions dealt with contractual, organisational and social issues in support of the
Company'’s development and innovation phase, in line with the competitiveness requirements deriving from the upcoming
deregulation of the postal market.

The process of modernisation undertaken regarding variable salary increase mechanisms and criteria continued with nego-
tiations on the performance-related bonus for the four-year period 2008-2011. Payment of the bonus will be linked to
achievement of quality, profitability and efficiency targets in line with strategic objectives for the relative period and in the
context of a closer link between bonuses and actual performance at local level. Absenteeism will be strongly penalised,
offset by greater rewards to encourage regular work attendance.

In accordance with contractual commitments, the new meals arrangements, which extend provision of luncheon vouchers
to all Company staff, came into force on 1 September 2008. Pursuant to art. 82 of the National Collective Labour Contract
of 11 July 2007, paper or electronic luncheon vouchers were granted to employees, worth either €4.5 or €3, depending
on the work schedule of a particular employee’s department. Luncheon vouchers previously granted to employees also
rose in value from €4 to €4.50.

On the organisational front, discussions continued on matters relating to the branch network, delivery services and actions
in support of labour mobility.

Regarding the new organisational model for delivery services, progress was made on the analysis and monitoring phases
of implementing the project introduced via the agreement of 15 September 2006. Specifically, with the agreements of
January and February 2008, actions were identified to make changes to the organisational model. Such changes are con-
stantly monitored by the parties during the implementation phase.

Via the agreements of 19 and 20 February 2008, with a view to rebalancing and improving staff distribution within the
Company, the parties activated voluntary mobility plans to transfer staff to Delivery and Postal Network Centres. Partly due
to new legislation, as well as the above agreement of 20 February 2008, the Company also undertook to provide informa-
tion about available full-time positions to employees recruited on temporary contracts®.

Also regarding organisation, meetings continued with regard to the Branch network and, on 12 June 2008, an agreement

32. The incentive schemes used include:

- MBO (Management by Objectives) for managers, aimed at translating senior management strategy into specific, clear and measurable business and
financial, quality, operational and planning objectives. MBO measures and enhances the contribution of individual manager to overall corporate
performance;

- a commercial incentive scheme, aimed at the sales force in order to maximise achievement of commercial budget targets, whilst also taking into account
the vital importance of customer satisfaction and loyalty;

- a Target-based Incentive Scheme, an appraisal and compensation mechanism that links payment of a bonus to the performance of key managers with
important operating roles.

33. Staff whose contracts were converted from full-time to part-time as of 1 January 2008 will take precedence in any staff recruitment (thereby converting
from a part-time to a full-time contract) entailing the same or equivalent duties as those in the part-time contract.
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was signed relating to staff numbers at Post Offices. Via this agreement the parties determined the Post Office quotas for
2008 based on the experimental introduction of a new method for calculating staff numbers. This agreement will be
assessed in the early months of 2009.

On 31 July 2008 an agreement was signed regarding the Business Support Competence Centre project. With this agree-
ment, in recognition of the project’s value, the parties identified guidelines to be followed in its implementation, including
criteria for re-employment of staff, training courses and establishment of an industrial relations system.

Regarding training, specific agreements were signed with the labour unions on 21 July 2008 and, in particular, a “frame-
work” agreement on the role of Company training, which identified the main lines of action. This agreement enabled the
Company to implement training projects and committed the parties to developing an organised training plan, targeting the
following areas: safety, development of managerial skills in the Business Unit Postal Services department; and develop-
ment of marketing and relational skills for the Retail Market segment.

In November 2008 elections were held to appoint new unified union representatives and employees’ health and safety rep-
resentatives.

An important agreement was signed on 10 July 2008, which continues the regulatory process regarding temporary employ-

ment contracts, associated with necessary policies to stabilise the labour mix.

The agreement breaks down into three areas:

e the first is aimed at staff on the recruitment list pursuant to point 2 of the Agreement of 13 January 2006. Under this
agreement any employees still on the national recruitment list at 30 June 2009 will be called in to choose a vacant
position within the period from 1 July 2009 to 30 June 2010;

e the second regards conversion to permanent contracts for persons who previously worked for Poste Italiane SpA on
temporary contracts, and who currently work for the Company under a court order that has yet to become final.
Employees who decide to accept the agreement may obtain permanent contracts by withdrawing from litigation and
agreeing to repay remuneration paid by the Company, either for work not carried out or to meet claims for damages;

e the third regards employees who have been removed from employment, as of 22 July 2008, due to an adverse court
order. Such employees will be able to join a national recruitment list, which the Company will draw on for permanent
positions in delivery and logistical operations as of 1 July 2010.

The agreement will have significant financial implications connected with the re-employment plans signed individually by
employees on settlement and the decrease in legal fees, as well as operational impact, which will specifically encourage
development and enhancement of the Company'’s staff.

With respect to litigation, although claims regarding temporary employment contracts remained the single most important
category of job-related law suits, there was a further reduction in the number of complaints filed (2,300 in 2008 compared
t0 2,700 in 2007).

The further overall reduction in this type of litigation — which also saw the positive effects of the agreement of 13 January
2006 registered in 2007 —is primarily due to introduction of the new “single” grounds in the 2006 Finance Act (art. 2, para-
graph 1 bis, Presidential Decree 368/01). Additional positive repercussions derive from the above-mentioned Agreement
of 10 July 2008, which offered a new possibility of “consolidation” under the same conditions as the previous agreement
and extended the terms of validity of the recruitment lists for gaining access to stable employment. A complete assess-
ment of the overall effects will be possible during 2009.

Regarding the outcome of these disputes, also taking into account the effects of the above-mentioned agreements, the
percentage of cases lost is around 50%.

The Company was cited during the year in 525 (473 in 2007) disputes relating to “flexible work” (temporary and contract
work).

Regarding disputes arising from new contractual terms and conditions, now that the disputes arising from the labour organ-
isation defined by the previous Collective Labour Contract of 11 July 2003 have concluded, such disputes can be consid-
ered to be at normal levels, given the number of staff employed.
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7. INVESTMENT

(€m) 2006 2007 2008
Intangible assets 163 153 197
Property, plant and equipment 355 396 439
Total Capital expenditure 518 549 636
Financial investments 157 18 18
Total Investment 675 567 654

7.1 FINANCIAL INVESTMENTS

Regarding subsidiaries, in 2008 development of new initiatives and the consolidation of activities in support of business
processes (postal, financial and insurance) continued. The amounts invested substantially relate to the coverage of losses
and the recapitalisation of certain subsidiaries.

7.2 CAPITAL EXPENDITURE

The diagram below shows capital expenditure broken down by macro area.

20%

>~

Il T and telecommunications
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Restyling and upgrading
of Post Offices
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7.2.1 IT AND TELECOMMUNICATIONS NETWORKS

The Company'’s Information & Communication Technology (ICT) activities continued to make a vital contribution to business
evolution and development in 2008.

Poste ltaliane SpA's plan to acquire real-time control and monitoring infrastructure continued, thus enabling effective over-
sight of service provision and proactive adaptation to unforeseeable difficult situations in line with the models of a “real-
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time company” and modern concepts of management and the processing of complex events, which are precisely those
connected with business.

In 2008 the Service Control Room, which controls systems and services provided in previous years, was joined by the first
of the Logistic Control Rooms, which control logistics flows for postal service processing and delivery activities, and the
Security Room, which deals with IT and physical threats to the Company (IT security for the protection of data and infor-
mation, with analysis of the related risks; security relating to management and coordination of occupational safety; anti-
fraud monitoring to prevent fraud and manage any unlawful acts; and business intelligence security to manage critical
events regarding both IT and physical security).

A 100-square-metre Demo Room also entered service, equipped with cutting-edge audio, videoconferencing and projec-
tion equipment, where research and development specialists demonstrate new technological solutions and services, with
the dual purpose of presenting customers the opportunities offered by the company service infrastructure platforms that
support business initiatives, and constantly updating the Company’s departments regarding high-tech innovations.

Consolidation of infrastructure platforms was also made possible by the development of applications that are able to inte-
grate the Company’s complex IT infrastructure and the related Customer Relationship Management (CRM) and Enterprise
Data Warehouse (EDWH) projects were continued. As part of the CRM project, aimed at creating a single, integrated and
inter-functional system to support marketing and commercial activities and processes, the release of the country-wide ana-
lytical and operational CRM systems that support direct interaction with SME customers was completed. As part of the
Enterprise Data Warehouse (EDWH) project, work continued on development of the Data Management technological infra-
structure that enables the creation, management, use, archiving and retrieval of corporate data.

As part of the computerisation of financial and insurance services, the upgrading of the payment system regulated at
European level, TARGET2* (Trans-European Automated Real-Time Gross Settlement Express Transfer System), was completed.
Work also continued on upgrading technological equipment used in Post Office and Administrative departments.

In connection with the Telecommunications Network Development project, the new centralised architecture of the corpo-
rate telephony network was completed, with the entry into service of the Enterprise IPCentrex® facility, concentrated at
the three main Data Centres (Rome, Milan and Bari). This enables transfer of telephone traffic between company offices
via the internet, with consequent savings in service costs. Technological platforms were also built for the provision of new
basic and advanced network services, such as fax server, voice mail, and audio-videoconference and video-communication
services.

VolP (Voice over IP)* technology, which was developed as part of the new data and telephony network with a view to inte-
grating new services by cutting telephony operating costs within the Company, was extended to all postal network cen-
tres and the migration of Post Office telephone networks was also launched.

Work continued on building the platform for the Content Delivery Network project, with the entry into service of the cen-
tral infrastructure and around 2 thousand peripheral devices. The construction of this platform enabled improvement of
transmission quality and extension of data transportation capacity.

Work continued on improving infrastructure platform management, with a view to enhancing the service quality of the
Group's Server Farms by concentrating them at a reduced number of equipped sites. During 2008 the amalgamation of
nine sites into three units was completed.

Service innovation continued with the implementation of services on the PosteMobile SpA channel. A special highlight was
the activation of mobile phone financial services, making Poste ltaliane SpA the first financial services provider in lItaly to
enable its customers to carry out financial transactions via their mobile phones. The success of the top-up service for the
prepaid Postepay card via PosteMobile SIM cards charged to a BancoPosta current account (more than 48 thousand trans-
actions as of April 2008, with an average of 140 euros per transaction) confirms the important role played by this electron-
ic money facility, which acts as a financial bridge with the world of mobile telephony.

The Multichannel Services Development project continued through the creation of the New Electronic Communications

34. The European, real-time, regulation system, TARGET2, uses a Single Shared Platform (SSP) built and operated by the Bank of Italy, Deutsche Bundesbank
and Banque de France, which serves European financial systems. Moreover, in operational and legal terms, they report to the respective central banks,
in accordance with harmonised standards.

35. A virtual telephone switchboard, designed to replace traditional telephone switchboard services by using VolP technologies.

36. Voice over Internet Protocol.
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Platform (NECP) which is the interface between the acceptance of digital products and multiple channels for the reduction of
administrative-accounting costs for the Company and customers and to facilitate the introduction of new products and serv-
ices as well as monitoring the behaviour of consumer customers. Work in that respect led to the closure of Telegram Delivery
Centres during the year, which are no longer usable as in terms of service development their technology is obsolete.

7.2.2 RESTYLING AND UPGRADING OF POST AND DELIVERY OFFICES

Supporting the expansion of the Post Office network through establishing sales outlets with reference to demand, and the
redesign of Post Offices to suit commercial and operating requirements, entailed the continuation of projects for the
restyling, modernisation and upgrading of Post Offices in the form of the New Model Post Office. Projects relating to the
siting of Post Offices in locations to improve regional coverage, and thus relationships with customers, were started in 452
Post Offices, of which 297 were completely renewed and opened to the public. Additional work on enhancement of the
Company’s commercial buildings consisted of improving the customer friendliness of Post Offices to make it possible to
expand the range of services provided, including the allocation of space to the PosteBusiness and PosteShop sales net-
works at major Post Offices. The project regarding the expansion of the PosteBusiness sales network, resulted in a total
of 1,150 sales outlets by the end of 2008.

The reorganisation and computerisation of delivery services, as explained in previous sections, led to the redesign, in accor-
dance with the guidelines of the new “Postal Delivery Services Innovation” project, of 729 Distribution Centres out of a
total of 932 planned for the entire project.

7.2.3 POSTAL LOGISTICS

There was an ongoing commitment by the Company to modernising logistics facilities, through the upgrading of equipment
and the rationalisation and standardisation of processes. Investment in technology primarily regarded development and
upgrading of the logistics network and the constantly changing market, via extension of the range of integrated and high
value-added products and services.

The reorganisation of collection and distribution logistics hubs continued via concentration of productive activities in Sorting
Centres. The high degree of automation at these facilities enables maximisation of output. Development of the integrated
logistics platform on which the mail delivery service is based enabled activation of three Logistics Control Rooms®, which
constantly monitor Poste Italiane SpA's logistical assets and the efficiency and quality of the entire postal process nation-
wide, including mail collection, sorting and delivery. The complete network envisages 12 operational control rooms, one for
each Logistics Area, and one central control room for coordination at national level.

Reorganisation of sorting centres relating to the New Network project continued, with the mechanisation of the Novara
and Pisa Sorting Centres, activation of a Sorting Centre in Pescara and further upgrading of the sorting capacity at the
Sorting Centres in Verona, Turin, Milan Roserio, Genoa and Florence.

The re-engineering involved for all of these projects led to the full mechanisation of sorting so that 9 million pieces of mail
are bundled for direct distribution to letter carriers every day.

Finally, preliminary work began in 2008 on the “Electronic Postman” project which, as of 2009, will enable monitoring of
the mail delivery process until the “last mile”, namely from the sorting office to the final destination. Thanks to the elec-
tronic connection with an operator equipped with a palmtop computer, it is possible to certify the date and time of
receipt, thus enabling monitoring of mail across the entire logistics network.

37. One located at Rome EUR, one in Naples at the Southern Logistics Area Office and one in Peschiera Borromeo at the Lombardy Logistics Area Office.
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8. THE ENVIRONMENT

Every year Poste Italiane SpA prepares a Social Report, including an account of the Company'’s activities and performance
regarding economic, social and environmental sustainability. Regarding the environment, it is considered useful to present
a summary of the main initiatives carried out in 2008 in this Report.

Poste Italiane SpA's approach to environmental sustainability considers the environment to be the ecosystem where the
Company operates and on which it has an impact in carrying out its day-to-day activities. The Company's organisational
dimensions and the number of its operators impose a constant everyday commitment throughout the national economy,
based on efforts to rationalise energy consumption and to protect the environment. This has resulted in the establishment
of the Parent Company’s Energy Management department which, in synergy with Poste Energia SpA, oversees the utili-
sation of energy resources with a view to curbing consumption and consequently reducing the environmental impact in
terms of the amount of greenhouses gases produced.

2008 saw a steady rise in commodity prices, which had an extremely negative influence on energy costs, without the pos-
sibility of fully benefiting from the decline in energy prices in the last quarter of the year due to the fall in demand linked
to the global economic downturn. In this context, Poste Italiane SpA implemented measures to reduce energy expendi-
ture, measured the impact of real estate assets in terms of their greenhouse gas emissions and continued to gather and
publish data as part of PostEurop’s international programme to reduce CO: emissions in which Poste Italiane SpA partici-
pates. Moreover, the policy to purchase electricity from renewable sources was stepped up, with extension of this tech-
nical requirement to low voltage supplies and the attainment of an overall percentage of electricity from renewable
sources, certified by RECS (Renewable Energy Certificate System), amounting to around 15% of the electricity consumed
by Poste ltaliane SpA.

2008 also witnessed continuation of experimental initiatives regarding vehicles that are increasingly compatible with envi-
ronmental requirements and waste management: the “Green Post” project and the “Waste Management” project.

The “Green Post"” project, coordinated by Poste Italiane SpA and funded by the European Union as part of the “Intelligent
Energy for Europe” (IEE) programme, was included in the campaign “Sustainable Energy Europe - SEE", which is promot-
ed by the European Commission and in Italy is under the responsibility of the Ministry of the Environment.

The project aims to reduce the environmental impact of delivery vehicles and provides for the experimental use of 57 elec-
tric and hybrid quad bikes for mail delivery in the old town centre of Perugia. The “Free Duck” is a lightweight quad bike,
designed by Ducati Energia, in compliance with EU directives on energy cost reductions. The vehicle boasts high-tech safe-
ty, speed control and braking features, and derives from the Group’s insight to combine innovation and environmental pro-
tection, by raising occupational safety standards, including for mail delivery. Therefore, the project gives value to the uni-
versal mission associated with Poste Italiane SpA's role in Italy and recognises “Corporate Social Responsibility” as a
strategic engine for the achievement of growth and sustainable development goals.

Since March 2008, a separate waste collection programme has been implemented in the headquarters at Rome EUR. This

includes waste from the Company dining hall, and household waste such as paper and plastic, as well as packaging, metal-
lic waste, toners, wood, electrical items, etc.
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The plan involved the introduction of separate waste collection centres, where the Company’s waste is separated before
being sent to the refuse dump.

The first results of the separate recycling initiative break down as follows on an average monthly basis:

e 14,600 kg of paper and cardboard;

e 2,200 kg of plastic;

® 1,900 kg of metallic waste;

e 7,800 kg of wood.

Specifically regarding paper and cardboard, a peak was registered in April with 20,000 kg recycled. This is equivalent to the
amount of waste disposed of by a village of 6,000 inhabitants that separates its rubbish.

Regarding the process of managing and disposing of the “special” waste produced by Sorting Centres and Operating
Postal Centres, a special tender procedure has been prepared with the aim of standardising the collection of such waste
nationwide.
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9. EVENTS AFTER 31 DECEMBER 2008

No major events occurred after 31 December 2008.
A number of events of minor importance occurring after year end have been described in other sections of the Report.
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10. OUTLOOK

The difficult and complex economic situation, the crisis in financial markets, the change underway in the postal system and
ever keener competition across all the sectors in which the Group operates call for a great deal of care in drawing up Poste
Italiane SpA's strategies, aimed on the one hand at increasing the Group’s competitive capacity, via cutting-edge organisa-
tional and technological solutions, and, on the other, at offering innovative services to meet new customer requirements.

In the Business Unit Postal Services segment, partly in response to the upcoming full deregulation of the market, the
Group will give priority to the revenues and volumes of Unrecorded and Recorded Mail and develop the Direct Marketing,
Integrated Services and Digital areas of business. This objective will be pursued via specific marketing action priorities as
well as by increasing operating efficiency in all the phases of collection, sorting transport and delivery.

In particular, in 2009 the Company will be involved in developing the Posta Time product, aimed at major customers with
special requirements, which certifies delivery dates and times via palmtop computers that will be supplied to letter carri-
ers, and the extension of the range of Priority Mail services with the development of an added-value service that will enable
the Company to record contracts sent by business customers online or by telephone. Ancillary services will see the launch
of a Pick Up counter, which entails collection of large quantities of mail from a customer’s premises, with prior online book-
ing, and subsequent transport to Poste Italiane centres. In line with Poste Italiane SpA's ongoing commitment to provide
a valuable service to the nation’s economy, in 2009 innovations in Integrated Services will include creation of an Integrated
Notification Service (INS) for fines, which will exploit the potential of the new INS platform, as well as horizontal develop-
ment of the service via the introduction of new modules, such as management of fines levied outside Italy and the man-
agement of driving licence points.

In addition to the normal new issues in connection with various current events, the 2009 Philately Programme wiill include
issues with a high degree of commercial impact dedicated to cultural and artistic content commemorating individuals,
events and exhibitions such as the International Philately Festival “Italia 2009”, an important international philatelic event
that will be organised by Poste Italiane SpA with the FSFI, a federation of the ltalian Philatelic Society and the AFIP, the
Association of Professional Italian Philatelists; a commemorative stamp for the bicentenary of the birth of Charles Darwin;
and the 13th Water Sports Championship. The programme also includes a new series on ltalian Masters of the 20th
Century, which will be added to the Motorbike, Made in Italy, Folklore, Italian Cultural and Artistic Heritage, Tourism,
Institutions and Italian Sport series.

In the Express Delivery and Parcels segment of Business Unit Postal Services, the Company will continue its efforts to
strengthen its domestic market positioning. In this regard, Consignment Notes will be extended to the Business segment,
and a bulky Parcel option will be launched on an experimental basis. This will allow Paccocelere 1 Plus and Paccocelere
3 Plus parcels that exceed the permitted size but are less than the maximum weight limit of 30 kg to be sent to Post
Offices and Postal Network Centres that are geared up for this service, at no extra cost.

Activities in the Financial Services segment will be aimed at creating new added-value services and a new range of cur-
rent account services that meet varying customer requirements. In particular, the BancoPosta account for retail customers
will be enhanced with a new offering which, by encouraging acquisition of loyalty-building products, will enable the forg-
ing of a valuable customer relationship through to the purchase phase.
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Regarding SME customers, the “New BancoPosta SME Product” will aim to increase the loyalty of current customers and
acquire new ones, by extending the range of services and customising the offering. In particular, the new account provides
access to personalised products designed to meet the varying needs of traders, self-employed professionals and adminis-
trators of apartment buildings, as well as all kinds of small and medium enterprise.

In order to boost BancoPosta's presence in alternative channels, as well as promoting the new BancoPosta Click account,
certain security innovations will be implemented for online transactions. In particular, the migration of around 800 thousand
BancoPostaOnline and BancoPosta customers to the strong authentication system will be gradually completed, with the
adoption of a “disposable” password mechanism based on the use of the new Postamat card with microchip and an elec-
tronic device that will be supplied free of charge to all online account holders. This system replaces the old standard based
on a static password and is a remarkable step forward compared with the security systems currently used in lItaly, thus
making BancoPosta a frontrunner in the fight against online fraud. Together with the new strong authentication system,
customers will be given a Secure Electronic Mailbox, which will end the problem of phishing once and for all.

The Loan products segment will see the launch of the Quinto BancoPosta product for INPS pensioners, and innovations
have been planned for the loan product with a view to making it more flexible and user-friendly. New types of mortgage
product will also be made available online.

In 2009 the Electronic Money segment will see continued migration towards payment cards with microchips, for pre-paid
as well as debit cards.

In the light of Poste ltaliane SpA's recent membership of the CBI Consortium, an organisation established to manage
Interbank Corporate Banking that enables hundreds of thousands of companies to interact with the banks with whom they
hold current accounts, via a single data transmission link, in 2009 the Company will release new products and services to
add to the existing bank offering. Joining the CBI provides a great opportunity to strengthen and consolidate relations with
companies and the Public Sector, above all by developing Group synergies to support customers in the process of increas-
ing efficiency and cutting costs. In particular, an innovative electronic billing service will be offered. Under the 2008 Finance
Act, mandatory use of electronic billing by companies in all trading relations with the Public Sector was introduced.

In the important postal savings segment, it should be noted that negotiations regarding the agreement with Cassa Depositi
e Prestiti, which expired on 31 December 2008, have been launched. However, the Company has continued to operate in
early 2009 without a contractual agreement having been reached. Finalisation of the new agreement is of vital operational
importance for the Company.

In 2009, Insurance Services will witness strengthened leadership in the Life market, including expansion of the pension
product offering, with the introduction of products for specific customer targets, and improvement of the after-sales serv-
ice by taking advantage of Group synergies.

Regarding the organisation and development of human resources, actions designed to optimise the use of staff will con-
tinue via further development of the organisational model which, by strengthening the delegation system, will increase the
autonomy of local structures in order to more effectively achieve strategic goals.

Growth prospects for the world economy have further deteriorated, and in 2009 the current recession in ltaly is set to con-
tinue. In such a difficult context, the corporate mission and strategy will be aimed at long-term preservation of revenues,
by innovating and creating higher value services and guaranteeing efficient cost control.

However, the tensions affecting markets and the ltalian and global economies will make it difficult to maintain current lev-
els of profitability.
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11. OTHER INFORMATION

Related party transactions

The principal transactions conducted by the Group regard its shareholders, the Ministry of the Economy and Finance and
Cassa Depositi e Prestiti, with particular reference to the management of postal current account services and postal sav-
ings deposits.

Details of the related party transactions of the Poste Italiane Group and the Parent Company are provided in note 43 in the
consolidated financial statements and in note 37 in the separate financial statements.

Legislative Decree 196 of 30 June 2003

In compliance with Legislative Decree 196 of 30 June 2003, the “Data Protection Act” (“Codice in materia di protezione
dei dati personali”), the Company has prepared its Data Protection Planning Document Security for 2008, which describes
the Company'’s overall organisation, its technology infrastructure, and the distribution of roles and responsibilities within
the departments involved in the processing of personal data.
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12. BOARD OF DIRECTORS" PROPOSALS TO
SHAREHOLDERS

The Board of Directors proposes that the General Meeting of shareholders:

e approves the financial statements of Poste Italiane SpA for the year ended 31 December 2008, consisting of the balance
sheet, income statement, cash flow statement, the statement of changes in equity, the statement of recognised income
and expense and the notes, accompanied by the Directors’ Report on Operations;

e allocates profit for the year of 720,796,454 euros as follows:

a) 36,039,823 euros to the legal reserve;

b) the remaining amount in accordance with the resolutions to be passed by the General Meeting, giving due emphasis
to the Company’s capitalisation requirements, and also taking account of the payment made by the Company in
compliance with the European Commission ruling of 16 July 2008.
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APPENDIX - KEY DATA FOR PRINCIPAL POSTE ITALIANE
GROUP COMPANIES

The figures shown in the tables below reflect the balance sheet, income statement and operational data (deduced from
the consolidation packages) of the main Group companies prepared in accordance with International Financial Reporting
Standards (IFRS) and approved by the Boards of Directors of the respective companies.

Postel SpA

Increase/(Decrease)
(€000) 2007 2008 Amount %
Revenues 304,860 264,169 (40,691) (13.3)
Net operating profit (5,285) 22,292 27,577 n.s.
Profit for the year (14,536) 12,354 26,890 n.s.
Investment 7,878 36,696 28,818 n.s.
Equity 106,541 118,396 11,855 1.1
Workforce at end of year 917 992 75 8.2
Flexible workforce - average 96 116 20 20.8

(*) The figure for investment takes account of goodwill amounting to 2,840 thousand euros regarding the acquisition of the “Baioni Stampa” unit.
The company employed on average 8 people seconded from the Parent Company (8 in 2007).
n.s.: not significant.

PostelPrint SpA

Increase/(Decrease)

(€000) 2007 2008 Amount %
Revenues 146,571 101,679 (44,892) (30.6)
Net operating profit 17,143 8,811 (8,332) (48.6)
Profit for the year 10,086 5,489 (4,597) (45.6)
Investment 1,444 1,025 (419) (29.0)
Equity 22,995 28,466 5,471 23.8
Workforce at end of year 236 233 (3) (1.3)
Flexible workforce - average 72 35 (37) (51.4)
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SDA Express Courier SpA

Increase/(Decrease)
(€000) 2007 2008 Amount %
Revenues 441,715 455,508 13,793 3.1
Net operating profit/(loss) 6,878 1,686 (5,192) (75.5)
Profit/(loss) for the year 535 302 (233) (43.6)
Investment 14,222 17,349 3,127 22.0
Equity 104,740 104,460 (280) (0.3)
Workforce at end of year 1,221 1,246 25 2.0
Flexible workforce - average 39 40 1 2.6
Italia Logistica Srl

Increase/(Decrease)
(€000) 2007 2008 Amount %
Revenues 28,054 46,156 18,102 64.5
Net operating profit 1,471 295 (1,176) (79.9)
Profit for the year 529 (546) (1,075) n.s.
Investment " 631 11,334 10,703 n.s.
Equity 3,416 11,390 7,974 n.s.
Workforce at end of year 34 77 43 n.s.
Flexible workforce - average 4 5 1 25.0

(*)  Since 1 August 2008 the company has been accounted for using proportionate consolidation.
(**) The figure for investment takes account of goodwill amounting to 8,492 thousand euros regarding FS Logistica’s contribution of its Omnia Logistica unit.
n.s.: not significant.

Poste Tutela SpA

Increase/(Decrease)
(€000) 2007 2008 Amount %
Revenues 75,522 78,940 3,418 4.5
Net operating profit 1,488 1,249 (239) (16.1)
Profit for the year 943 842 (101) (10.7)
Investment 12 3 (9) (75.0)
Equity 5,564 6,406 842 15.1

The company employed on average 7 people seconded from the Parent Company (8 in 2007).
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Poste Vita SpA "

(€000) 2007
Premiums written less outward reinsurance premiums 5,635,500
Profit for the year " 91,855
Financial assets 29,063,127
Balance of technical account for life assurance

and financial liabilities at fair value 28,566,346
Equity 892,697
Workforce at end of year 104

2008

5,623,308
64,122
30,773,239

31,149,080
965,561
124

Increase/(Decrease)
Amount %
(12,192) (0.2)
(27,733) (30.2)

1,710,112 5.9
2,582,734 9.0
72,864 8.2

20 19.2

(*) The figures shown have been prepared in accordance with IFRS and therefore may not coincide with the financial statements prepared under Italian GAAP

and in accordance with the Italian Civil Code.

The company employed on average 4 people seconded from the Parent Company (6 in 2007).

BancoPosta Fondi SpA SGR

(€000) 2007
Fee income 40,022
Net fee income 12,215
Profit for the year 4,946
Financial assets (liquidity and securities) 34,746
Equity 24,401
Workforce at end of year 7

2008

40,432
18,377
9,795
43,446
34,303
11

The company employed on average 27 people seconded from the Parent Company (28 in 2007).

n.s.: not significant.

Postecom SpA

(€000) 2007
Revenues 61,062
Net operating profit 8,779
Profit for the year 6,752
Investment 5,638
Equity 37,609
Workforce at end of year 228
Flexible workforce - average 12

2008

68,980
6,226
3,756
6,254

41,297

241

The company employed on average 1 person seconded from the Parent Company (1 in 2007).
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Increase/(Decrease)
Amount %
410 1.0
6,162 50.4
4,849 98.0
8,700 25.0
9,902 40.6

4 57.1
Increase/(Decrease)
Amount %
7,918 13.0
(2,553) (29.1)
(2,996) (44.4)
616 10.9
3,688 9.8
13 5.7

(3) (25.0)



Appendix — Key performance indicators for principal Poste Italiane Group Companies -

PostelMobile SpA

Increase/(Decrease)
(€000) 2007 2008 Amount %
Revenues 1,411 38,176 36,765 n.s.
Net operating profit (17,373) (15,866) 1,507 (8.7)
Profit for the year (12,073) (12,689) (616) 5.1
Investment 27,327 8,392 (18,935) (69.3)
Equity 5,417 2,715 (2,702) (49.9)
Workforce at end of year 35 70 35 100.0

(*) The figures shown have been prepared in accordance with IFRS and therefore may not coincide with the financial statements prepared under Italian
GAAP and in accordance with the Italian Civil Code.
n.s.: not significant.

Europa Gestioni Immobiliari SpA

Increase/(Decrease)
(€000) 2007 2008 Amount %
Revenue 34,247 77,449 43,202 n.s.
Net operating profit 15,071 53,098 38,027 n.s.
Profit for the year 11,746 37,592 25,846 n.s.
Investment 486 354 (132) (27.2)
Equity 359,748 397,342 37,594 10.5
Workforce at end of year 7 7 0 n.s.

n.s.: not significant.
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GLOSSARY

Action learning: A training method based on case studies for which participants have to develop action plans outside the
classroom to be graded in the following training session.

Coaching: A training method that aims to develop the potential of trainees. Unlike traditional training methods, coaching
does not try to teach skills or impart information, but offers tools enabling each individual to find the resources within them-
selves to implement precise, targeted action plans.

Content Delivery Network (CDN): otherwise known as Enterprise Content Delivery Network (ECDN), this term was
coined towards the end of the 1990s to describe a system of computers networked together across the Internet that coop-
erate transparently to deliver content (especially large media content) to end users.

Contratto di Programma (Planning Agreement): This Agreement regulates relations between the government and
Poste Italiane SpA regarding provision of the Universal Postal Service, and also defines the amounts paid by the govern-
ment to the Company every three years for this service.

Delivery Logistics Centres: Centres for the management of collection, transport and delivery activities.

Distribution centres: Physical sites serving their local area, carrying out the basic delivery service, internal handling, sup-
port services for the transport network, other external activities not directly linked to distribution and, on occasion, other
high-value-added services.

E-government: The computerisation of Public Sector processes, enabling documents to be processed and managed in
digital format, by using information and communication technologies with a view to optimising the work of public authori-
ties and offering customers (the general public and companies) faster services, as well as new services via, for example,
the websites of the authorities concerned.

E-procurement: Management, distribution and supply of stationery, IT products, printed matter and forms.

Hub: A type of junction around which any type of network is created (computer, satellite, telephone, transport, internet,
marketing), which unites, multiplies and channels access to the network.

International gateways: Facilities that enable the international exchange of parcels and Postacelere (express parcel) items.

Local deposits: These are deposits serving their local area, distributing products that require high standards of security,
such as stamped paper, philately products and revenue stamps. They have resulted from the merger of provincial deposits.

Mass Printing: Outsourced services relating to the management of large quantities of mail.
Materials Handling: A term used in logistics to define the process that technically begins with the collection of raw mate-

rials from suppliers and ends with the delivery of the finished product. At Poste ltaliane SpA it means the physical man-
agement of mail from collection through to sorting (storage, movement, placement in racks, etc.).
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Operating Postal Centres: Centres for managing registered mail collection, transport and manual sorting activities, and
limited to provincial catchment areas.

Phishing: An attempt to criminally and fraudulently acquire sensitive information by masquerading as a trustworthy entity
in an electronic communication.

RINA: Italian Shipping Register.
SEPA: Simple Euro Payments Area.

Server farms: An IT term used to indicate a group of servers located in a single place in order to centralise their manage-
ment, maintenance and security. Server farms are usually set up in air-conditioned environments and protected from unau-
thorised access. The creation of a server farm enables the construction and management costs of a secure facility to be
spread and also cuts connectivity costs. When server farms are specifically created with a view to hiring out the space,
they are referred to as Data Centres or Network Operating Centres.

Small to Medium Business (SIVIB): This customer segment includes small and medium enterprises that, in the course of
business, regularly use postal and financial services.

SOHO (Small Office/Home Office): This customer segment includes professional people who, in the course of business,
regularly use postal and financial services.

Sorting Centres: Centres for managing mail collection, transport and sorting activities using highly automated equipment.

Strong authentication: Authentication with two elements, or authentication with several elements, is a system based on
the joint use of two methods of individual authentication.

Temporary services: These services are provided by Post Offices on a temporary basis for conferences, congresses, ral-
lies, trade fairs, exhibitions, celebrations of historical events, stamp exhibitions, sporting and other events of public inter-
est that may raise Poste Italiane SpA's visibility. Operations available at these temporary facilities include mail collection,
collection and formation of ordinary and special despatches, sale of postage and revenue stamps and philately products.

Unified Service Automation Centres: Centres where the bills paid at Post Offices are collected and processed.

Web Service: a software system designed to support interoperable Machine to Machine interaction over a network.
World Check: a databank containing detailed profiles of parties, companies and organisations, and persons associated with
them, who pose a potential risk in more than 230 countries and territories. The website gives access to various risk cate-

gories, including money launderers, arms and drug traffickers, financial crimes, embargos and all the lists of electronic offi-
cial sanctions issued by the supervisory authorities of various countries.
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BALANCE SHEET

ASSETS
related party related party
transactions transactions
(€000) Note 31 December 2008 (note 43) 31 December 2007 (note 43)
Non-current assets
Property, plant and equipment [5] 3,236,323 - 3,142,409 -
Investment property [6] 172,425 - 193,812 -
Intangible assets [7] 452,962 - 384,961 -
Investments accounted for using the equity method [8] 7,448 7,448 9,444 9,444
Financial assets [9] 27,806,343 665,518 25,761,616 683,724
Deferred tax assets [10] 641,285 - 570,182 -
Other assets [11] 688,941 - 614,225 -
Total 33,005,727 30,676,649
Assets attributable to BancoPosta [16] 38,909,191 5,546,358 38,940,311 6,870,168
Current assets
Inventories [12] 53,479 - 53,619 -
Trade receivables [13] 3,573,672 1,798,394 4,160,741 2,692,266
Current tax assets [14] 43,063 - 129,361 -
Other current receivables and assets [15] 530,614 77 409,707 47
Financial assets [9] 4,563,836 343,448 4,679,704 461,411
Cash and cash equivalents [17]
Fixed-term deposit (EC Decision of 16 July 2008) 485,572 - - -
Deposits and cash in hand 2,346,134 - 759,438 -
Total 11,596,370 10,192,570
Non-current assets held for sale [18] 3,472 - 543 -
TOTAL ASSETS 83,514,760 79,810,073
LIABILITIES AND EQUITY
related party related party
transactions transactions
(€000) Note 31 December 2008 (note 43) 31 December 2007 (note 43)
Equity
Share capital [19] 1,306,110 - 1,306,110 -
Reserves [22] 265,245 - 2,140 -
Retained earnings 1,850,294 - 1,764,770 -
Equity attributable to shareholders of the Parent Company 3,421,649 3,073,020
Minority interest 13 - - -
Total Equity 3,421,662 3,073,020
Non-current liabilities
Technical provisions for insurance business [23] 28,333,062 - 24,929,307 -
Provisions for liabilities and charges [24] 339,486 33,393 349,596 41,315
Staff termination benefits [25] 1,514,928 - 1,478,650 -
Financial liabilities [26] 4,878,090 679,517 6,286,751 840,235
Deferred tax liabilities [10] 310,226 - 362,976 -
Other liabilities [29] 146,249 6 216,539 6
Total 35,522,041 33,623,819
Liabilities attributable to BancoPosta [16] 37,063,652 576,817 37,334,548 799,667
Current liabilities
Provisions for liabilities and charges [24] 829,180 89,440 523,813 17,311
Trade payables [27] 1,855,513 314,513 1,785,918 278,046
Current tax liabilities [28] 73,647 - 27,271 -
Other liabilities [29]
Other current payables and liabilities 1,596,875 65,486 1,590,440 56,390
Amount payable to parent (EC Decision of 16 July 2008) 485,572 485,572 - -
Financial liabilities [26] 2,666,618 161,542 1,851,244 155,971
Total 7,507,405 5,778,686
TOTAL LIABILITIES AND EQUITY 83,514,760 79,810,073
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Balance sheet | Income statement

INCOME STATEMENT

related party related party
transactions transactions
(€000) Note 2008 (note 43) 2007 (note 43)
Revenues [30] 10,371,381 2,541,320 10,279,284 2,924,275
of which non-recurring - - - -
Earned premiums [31] 5,534,985 - 5,541,365 -
Other income from financial and insurance activities [32] 1,787,139 - 1,212,689 -
Other operating income [33] 158,001 4,816 153,823 3,605
of which non-recurring - - - -
Total revenues [4] 17,851,506 17,187,161
Cost of goods and services [34] 2,686,719 192,045 2,465,230 192,907
Movement in trading properties 1,371 - 267 -
Movement in technical provisions for insurance
business and other claims expenses [35] 5,180,313 - 6,082,180 -
Other expenses deriving from financial and insurance activities [36] 1,686,522 - 317,102 -
Staff costs [37] 6,042,107 18,476 5,864,223 13,681
of which non-recurring costs/(income) (203,104) - (54,919) -
Depreciation, amortisation and impairments [38] 539,952 - 572,959 -
Capitalised costs and expenses [39] (44,217) - (17,745) -
Other operating costs [40] 386,151 117,809 126,193 (48,051)
of which non-recurring - - -
Operating profit/(Loss) 1,472,588 - 1,776,752 -
Finance costs [41] 257,510 59,180 234,525 46,812
of which non-recurring 19,673 - - -
Finance income [41] 303,903 122,265 235,826 164,015
of which non-recurring 4,000 - - -
Profit/(Loss) on investments accounted
for using the equity method [8] 355 - (266) -
Profit/(Loss) before tax 1,519,336 1,777,787
Taxation [42] 636,754 - 934,138 -
of which non-recurring expense/(benefit) (92,518) - 28,062 -
PROFIT FOR THE YEAR 882,582 843,649
Attributable to shareholders of the Parent Company 882,582 843,649
Attributable to minority interest - -
Earnings per share [21] 0.676 0.647
Diluted earnings per share [21] 0.676 0.647
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CASH FLOW STATEMENT

(€000) Note 2008 2007
Cash and cash equivalents at beginning of period 759,438 1,416,299
Profit/(Loss) before tax 1,619,336 1,777,787
Depreciation, amortisation and impairments [38] 539,952 572,959
Net provisions for staff [37] 431,428 258,802
Net provisions for liabilities and charges [40] 135,569 95,238
Use of provisions for liabilities and charges [24] (307,497) (362,520)
Provisions for staff termination benefits [25] 430 28,290
Termination benefits paid [25] (125,666) (121,398)
Movement in technical provisions for insurance business 3,264,895 3,978,911
(Gains)/Losses on disposals [33] (33,204) (25,171)
(Gains)/Losses on assets/(liabilities) measured at fair value 643,514 (235,163)
Non-cash (income)/losses deriving from financial and insurance activities (275,922) (369,493)
(Dividends) [41] (1,628) (237)
Dividends received 1,310 202
(Finance income realised) [41] (28,517) (13,037)
(Finance income in form of interest) [41] (259,793) (217,491)
Interest received 269,323 152,921
Interest expense and other finance costs [41] 252,101 229,408
Interest paid (148,149) (144,950)
Losses and impairments/(Recoveries) on receivables [40] 114,377 (79,711)
Tax and withholding tax paid (690,922) (1,248,380)
Other movements (3,734) (30,278)
Cash generated by operating activities before movements in working capital [a] 5,297,203 4,246,689
Movements in working capital:
(Increase)/Decrease in Inventories [12] 140 713
(Increase)/Decrease in Trade receivables 524,610 243,287
(Increase)/Decrease in Other receivables and assets (241,045) (31,522)
Increase/(Decrease) in Trade payables [27] 69,595 117,237
Increase/(Decrease) in Other liabilities (42,681) 78,236
Cash generated by/(used in) movements in working capital [b] 310,619 407,951
(Increase)/Decrease in liabilities attributable to BancoPosta (282,001) (2,672,367)
Liabilities linked to financial contracts issued by insurance companies [26] (213,707) (487,010)
Net cash generated by/(used in) financial assets at fair value through the income statement (863,657) (906,905)
Net cash generated by/(used in) financial assets held for trading [16] (1,141,552) -
Net cash generated by/(used in) available-for-sale financial assets (1,563,400) (2,182,924)
(Increase)/Decrease in other assets attributable to BancoPosta 1,018,392 1,211,478
Cash generated by/(used in) financial assets and liabilities attributable
to BancoPosta and insurance activities [c] (3,045,925) (5,037,728)
Net cash flow from/(for) operating activities [dl=[a+b+c] 2,561,897 (383,088)
- of which related party transactions 2,044,048 4,997,545
Investing activities:
Property, plant and equipment [5] (485,382) (418,944)
Investment property [6] (862) (1,651)
Intangible assets [7] (226,409) (188,068)
Investments [8] (319) (2,540)
Other financial assets (604,173) (1,484)
Net cash used by held-to-maturity investments attributable to BancoPosta"” [16] (1,778,988) (187,137)
Disposals:
Property, plant and equipment, investment property and assets held for sale 57,771 44,438
Investments [8] 4,000 -
Other financial assets 147,039 5,952
Net cash generated by held-to-maturity investments attributable to BancoPosta [16] 2,256,737 -
Change in basis of consolidation 1,437 -
Net cash flow from/(for) investing activities " [e] (629,149) (749,434)
- of which related party transactions (187,462) (92,330)
Proceeds from/(Repayments of) long-term borrowings (181,774) (188,518)
(Increase)/Decrease in loans and receivables [9] 197,077 223,273
Increase/(Decrease) in short-term borrowings 369,217 670,075
Dividends paid [20] (245,000) (229,169)
Establishment of fixed-term deposit (EC Decision of 16 July 2008) [17] (485,572) -
Net cash flow from/(for) financing activities and shareholder transactions [f] (346,052) 475,661
- of which related party transactions (203,070) (181,074)
Net increase/(decrease) in cash and cash equivalents [gl=[d+e+f] 1,586,696 (656,861)
Cash and cash equivalents at end of period [17] 2,346,134 759,438

(¥) This item includes BancoPosta's investments in held-to-maturity investments.
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Cash flow statement | Statement of changes in Equity

STATEMENT OF CHANGES IN EQUITY

Equity
Retained
earnings/

Share (Accumulated Minority
(€000) Note capital Reserves losses) Total interest
Restated balance at 1 January 2007 1,306,110 57,963 1,134,279 2,498,352 -
Appropriation of profit to Reserves [22] - 24,997 (24,997) - -
Actuarial gains/(Losses) on Staff termination
benefits recognised in Equity
(after tax effect of 15,773 thousand euros) [25.1] - - 41,008 41,008 -
Gains/(Losses) on available-for-sale financial
assets recognised in Equity
(after tax effect of 45,146 thousand euros) [22] - 103,440 - 103,440 -
Movement in Cash flow hedge reserve
(after tax effect of 86,263 thousand euros) [22] - (184,260) - (184,260) -
Shareholder transactions [20] - - (229,169) (229,169) -
Profit/(Loss) for 2007 [19.1] - - 843,649 843,649 -
Restated balance at 31 December 2007 1,306,110 2,140 1,764,770 3,073,020 -
Appropriation of profit to Reserves [22] - 37,195 (37,195) - -
Actuarial gains/(Losses) on Staff termination
benefits recognised in Equity
(after tax effect of 40,201 thousand euros) [25.1] - - (56,405) (56,405) -
Gains/(Losses) on available-for-sale financial
assets recognised in Equity
(after tax effect of 79,284 thousand euros) [22] - 164,672 - 164,672 -
Movement in Cash flow hedge reserve
(after tax effect of 28,848 thousand euros) [22] - 61,238 - 61,238 -
Shareholder transactions [20] - - (245,000) (245,000) -
Other shareholder transactions
(after tax effect of 5,779 thousand euros) - - (458,458) (458,458) -
Changes in basis of consolidation - - - - 13
Profit/(Loss) for 2008 [19.1] - - 882,582 882,582 -
Balance at 31 December 2008 1,306,110 265,245 1,850,294 3,421,649 13
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STATEMENT OF RECOGNISED INCOME AND EXPENSE

(€000)

Available-for-sale financial assets:
Increase/(Decrease) in fair value during the year
Transfers to the income statement

Cash flow hedges:
Increase/(Decrease) in fair value during the year
Transfers to the income statement

Actuarial gains/(Losses) on Staff termination benefits
Tax on items recognised directly in, or transferred to, Equity

Income/(Expenses) recognised directly in Equity
Profit/(Loss) for the year

TOTAL RECOGNISED INCOME/(EXPENSE) FOR THE YEAR

Poste Italiane | Annual Report 2008

Note

[22.1]
[22.1]

[22.1]
[22.1]

[25.1]
[10.2]

2008

287,882
(43,926)

23,646
66,440

(96,6006)
(67,931)

169,505
882,582

1,052,087

2007

147,768
818

(334,147)
63,624

56,781
25,344

(39,812)
843,649

803,837



Statement of recognised income and expense | Notes to the consolidated financial statements

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1 - INTRODUCTION

Poste Italiane SpA (hereinafter also referred to as the “Parent Company”) derives from the conversion of the Public Entity,
Poste Italiane, under Resolution 244 of 18 December 1997 passed by the Interministerial Economic Planning Committee.
The Company'’s registered office is at Viale Europa 190, Rome (Italy) and it is 65% owned by the Ministry of the Economy
and Finance (hereinafter also referred to as the “MEF") and 35% owned by Cassa Depositi e Prestiti SpA (CDP).

The Group provides a Universal Postal Service in ltaly, whilst offering integrated communication, logistics, financial and
insurance products and services throughout the country via its national network of around 14,000 Post Offices. The Group
operates in the three segments of Postal Services, Financial Services and Insurance Services, which are supplied by the
various business units and Group companies. Postal Services include Mail, Express Delivery, Logistics and Parcels, and
Philately. Financial Services regard the activities of BancoPosta listed in art. 2 of Presidential Decree 144 of 14 March 2001,
and primarily refer to the collection of public deposits in all their forms, the supply of payment services, foreign currency
trading, the promotion and marketing of loans issued by banks and other authorised financial institutions, and the provision
of investment services. Insurance Services are provided by the subsidiary, Poste Vita, which operates in ministerial life
assurance Branches |, lll and V, and in ministerial non-life insurance Branches | and Il.

The Group increasingly aims to supply integrated services and innovative solutions to the general public, to firms and to
central and local government by exploiting its own distribution channels as well as the multiple and complementary com-
petencies of Group companies.

These consolidated financial statements for the year ended 31 December 2008 have been prepared in euros, the curren-
cy of the economy in which the Group operates. They consist of the balance sheet, the income statement, the cash flow
statement, the statement of changes in equity, the statement of recognised income and expense and the following notes.
All amounts in the consolidated financial statements and the notes are shown in thousands of euros, unless otherwise stated.
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2 - BASIS OF ACCOUNTING

2.1 - BASIS OF PREPARATION

The Poste ltaliane Group prepares its consolidated financial statements under the International Financial Reporting
Standards (IFRS) issued by the International Accounting Standards Board (IASB), and adopted by the European Union in EC
Regulation 1606/2002 of 19 July 2002, and pursuant to Legislative Decree 38 of 20 February 2005, which introduced reg-
ulations governing the adoption of IFRS in Italian law.

The term IFRS includes all the International Financial Reporting Standards, International Accounting Standards (IAS) and
interpretations issued by the International Financial Reporting Interpretations Committee (IFRIC, previously known as the
Standing Interpretations Committee or SIC), adopted by the European Union and contained in the EU regulations published
through to 23 March 2009, the date on which the Board of Directors of Poste Italiane SpA approved these consolidated
financial statements.

Legislative Decree 195 of 6 November 2007, which implemented Directive 2004/109/EC that standardised the transparen-
cy requirements relating to the information published by issuers whose financial instruments are traded on a regulated mar-
ket (the so-called Transparency Directive), has amended Legislative Decree 58 of 24 February 1998 (the Consolidated
Finance Act), introducing the definition “listed issues whose home member State is Italy”. Given that Poste Italiane SpA
falls within this definition as an issuer of bonds listed on the Luxembourg Stock Exchange, during preparation of this doc-
ument the CONSOB regulations contained in Resolution 15519 of 27 July 2006 and in Ruling DEM/6064293 of 28 July
2006 were taken into account.

The basis of consolidation and the accounting policies adopted reflect the fact that the Group will remain fully operational
in the foreseeable future, in accordance with the going concern assumption. The basis of consolidation and the account-
ing policies are described in notes 2.2 and 2.3, and are consistent with those applied in the preparation of the consolidat-
ed financial statements for the year ended 31 December 2007. The balance sheet has been prepared on the basis of the
current/non-current distinction. The format of the income statement is based on the nature of expenses. The cash flow
statement has been prepared in accordance with the indirect method.

As required by CONSOB Resolution 15519 of 27 July 2006, each item in the balance sheet, income statement and state-
ment of cash flows shows the amounts deriving from related party transactions. The income statement also shows, where
present, income and expenses deriving from material non-recurring transactions or from non-recurring events.

In order to allow comparison on a like-for-like basis with the amounts for 2008, certain items in the consolidated financial
statements for the year ended 31 December 2007 have been reclassified. Above all, two new items have been added to
the consolidated income statement for 2008, referring to Other income and expenses deriving from financial and insurance
activities, whilst in the statement of cash flows certain movements in Assets attributable to financial and insurance activ-
ities have been classified in a more analytical manner.

At the date of approval of these consolidated financial statements, there is no established practice on which to base inter-
pretation and application of the many new, or revised, international accounting standards. Moreover, at the date of approval
of these consolidated finance statements the tax authorities had yet to issue systematic official interpretations regarding
all the effects of the tax-related measures contained in Legislative Decree 38 of 20 February 2005. In addition, the decrees
implementing Law 244 of 24 December 2007 (the 2008 Finance Act), regarding numerous changes to IRES and IRAP, have
yet to be enacted. The consolidated financial statements have, therefore, been prepared on the basis of the best available
knowledge of IFRS and taking account of best practice in this regard. Any future changes or updated interpretations will
be reflected in subsequent years, in accordance with the specific procedures provided for by the related standards.

2.2 - BASIS OF CONSOLIDATION

The Poste ltaliane Group’s consolidated financial statements include the f